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Monhlu Review

Changes in Population
Change Retailing

Marketing experts tell us it is axiomatic that retail business shifts
with population movements. Even in the absence of such expert counsel,
many of you might well be led to the same conclusion from personal
experience, for you may be among the many people in this country
who are continually changing location. If you ever lived on a farm or
in a small town, you found most of your day-to-day needs met on
nearby Main Street. Upon moving to a large city or its suburbs, you
found that most of your family’s purchases were made at a convenient
shopping center. Not far from where you relocated, there usually seemed
to be a place to buy what you needed.

You might further reason that changes in the composition of popu-
lation are likely to have a profound effect on retailing. The young
married couple setting up housekeeping will spend their income differ-
ently from the older couple who just finished paying off the mortgage,
have seen the last of three children receive his college degree, and
now are feeling free to indulge themselves a bit. Between these two
extremes, one can visualize a variety of spending patterns reflecting the
varying needs of families with children of different ages. Retired per-
sons are likely to have still another pattern of expenditure.

Along this line of reasoning, it would follow that changes in popu-
lation affect retailing. Figures from the 1960 Census of Population now
enable us to see some of these changes that occurred in Sixth District
states in the last decade. These states are Alabama, Florida, Georgia,
Louisiana, Mississippi, and Tennessee. Figures on retail sales from the
Census of Business permit us to compare changes in population with
sales changes between 1948 and 1958, the comparable period for which
figures are available.

Sales Vary with Population—Somewhat

Grouping county figures by state to determine if retail sales have been
related to population, we plotted, in the following chart, the change in
sales in each county between 1948 and 1958 against the change in
population between 1950 and 1960. The changes are actually shown
as percentage ratios that the most recent figures bear to the earlier
figures. Thus, each dot on the chart represents both a particular county’s
sales change (read from the vertical scale on the left side) and its popu-
lation change (read from the horizontal scale). Had there been no re-
lationship between the two, the dots would be distributed throughout
each chart in a random fashion. As it so happens, the dots tend to
cluster in more or less well defined bands running upward from left to
right in most of the states. This gives us a general indication that some
relationship did exist: Large sales gains tended to accompany large
population gains, while small sales gains accompanied small population
gains.

The straight lines shown in the chart were computed to indicate



Population and Retail Sales
Counties in Sixth District States

Retail Sales

1————————

Mississippi

100 140
Population

Retail Sales .

260 Tennessee

J L
20 60 100 140 180 220 20 60 100 140 180 220

Population Population

Note: Population: 1960 as a percent of 1950. Sales: 1958 as a percent
of 1948. Plotting of each county’s sales change against its population
change shows the relationship between the, two in District states. On the
basis” of the average relationships shown by the straight lines derived
from the formulas, changes in retail sales” (Y) may be estimated by
changes in population (X).

the average relationship between changes in sales and
population in the counties of each state. Close inspection
reveals the formula for each line to be unique, indicating
simply that the relationship between sales and population
differs from state to state. In Alabama, for example, one
county with a one-percent faster growth in population
than a second county could have expected on the basis of
the relationship to have a 1.16-percent greater growth in
sales. In Mississippi, on the other hand, the county with
the more rapidly growing population could have expected
a 1.42-percent greater growth in sales.

It is highly significant that the relationships differ from
state to state, for this indicates that population change
does not have the same influence on retail sales every-
where. If it did, we would find a given population change
in one state producing the same effect on sales as it did
in another state.

Moreover, even within states, population change is not
the sole determinant of change in retail sales. If it were, we
would always be able to estimate, with the use of our
formulas, the exact sales change accompanying a given
change in population.

The real world is far from being this simple, as is
emphasized by the way in which the dots are scattered in
varying degrees above and below each of the straight lines.
Thus, the businessman who tries to estimate sales changes
from the average relationships shown by the formulas is
quite likely to be very wide of the mark if the degree of
scatter is very great; his error is likely to be less if the
scatter is less. The margin of error indicates the extent
to which other factors have been at work to bring about
changes in average retail sales per person. Even these
factors have different effects from one place to another,
for, as the scattering of dots shows, a given increase in
population might be accompanied by a very large rise in
sales in one county, while in another county it might be
accompanied by a very small rise or even a decline. This
explains, of course, why we can only say that sales vary
“somewhat” with population.

Delving into the many other factors affecting sales
would take us too far afield. The relationship between
sales and population changes is sufficiently complex a sub-
ject for the moment. As a result of economic growth, we
have the money to spend; we are only trying now to see
how population changes affect spending patterns. From
the relationship noted, we have found support for the ex-
perts’ view that retailing shifts with population. These
shifts will produce changes in the geographic pattern of
retailing over a period of time.

Sales Shift Toward Cities

We see additional evidence of a relationship between sales
and population changes by comparing developments in
metropolitan and nonmetropolitan areas, as is done in the
bar chart. The great increase in metropolitan population,
which is so much in the national news these days, is also
clearly evident in District states. Between 1950 and 1960,
the 29 areas containing major cities in District states had
an average population increase of nearly 44 percent,
whereas the nonmetropolitan areas had an increase of less

Population and Retail Sales
Sixth District States

than 7 percent. In the roughly comparable period from
1948 to 1958, the metropolitan areas also experienced the
largest increase in total retail sales, about 92 percent com-
pared to about 69 percent for the nonmetropolitan areas.

The faster growth in the metropolitan areas means, of
course, that a change in the geographic pattern of retail
sales occurred during the period. Whereas the metropoli-
tan areas accounted for 55 percent of total retail sales in
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District states in 1948, they accounted for about 58 per-
cent in 1958. Again, the available figures show changes
consistent with the thesis that the business of retailing
tends to follow shifts in population.

As one looks at these figures more critically, however,
it seems rather surprising that the geographic shift of sales
was not even greater in view of the much more rapid
population growth in metropolitan areas. But once more,
we must keep in mind that population changes are only
one of many influences on total sales. The amount spent
at retail for each person in the population may also
change. The comparative changes in population and sales
shown here indicate that per capita retail sales actually
increased more in the nonmetropolitan areas in the 1950’
than they did in the metropolitan areas. Still, nonmetro-
politan areas had 53 percent of the population in 1960
and only 42 percent of sales in 1958. It is apparent from
these data that the actual level of retail sales per person
in nonmetropolitan areas was less than in metropolitan
areas.

Until additional Census data become available in com-
ing months, we can only speculate about reasons for the
relative increase in per capita retail sales in nonmetro-
politan areas. The development, however, is consistent
with income changes probably resulting from changes in
occupations and population. The 1950’s saw a continua-
tion of the previous massive shift from relatively low-in-
come farming occupations to higher paying nonfarm occu-
pations, a development treated in a series of Monthly
Review articles during 1960. A closely related develop-
ment, of course, has been the population shift from rural
to metropolitan areas. As low-income individuals move
from rural areas, the resulting “mix” of income recipients
may lift average incomes in nonmetropolitan areas at the
same time economic growth is raising incomes. Although
those who move to metropolitan areas may be earning
more than they did formerly, they may be entering the
relatively low-paid occupations, thus changing the “mix”
of income recipients in those areas in such a way as to
retard the growth in per capita income. Insofar as per
capita retail sales are dependent upon income, therefore,
this process should reduce differences in per capita income
and sales between the metropolitan and nonmetropolitan
areas. Thus, a highly mobile and adaptable population
undoubtedly results in a more effective utilization of hu-
man resources.

Eastside, Westside—Qutside the Downtown

Judging from the influence of population on retail sales,
which we have already discussed, we should also expect
population shifts within metropolitan areas to affect the
pattern of sales. Reference is made here to the much pub-
licized trek to suburbia. Thus, while the population of the
central cities of the region’s metropolitan areas increased
28 percent between 1950 and 1960, that of the suburbs
increased 65 percent.

In view of the more rapid growth of population in the
outlying areas, it is not surprising that retail sales there
have increased more rapidly than those in the central busi-
ness districts. In 12 District cities, sales in the central
business districts increased only 5 percent from 1954 to

Total Retail Sales, by Metropolitan Area
Sixth District, 1958 from 1954
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1958, whereas sales in the outlying areas increased about
34 percent. The central business districts continued, of
course, to be the largest individual shopping areas, but
their relative share of total retail sales declined from 27
percent in 1954 to 22.5 percent in 1958. This trend was
characteristic of each one of the 12 metropolitan areas,
for, as the chart shows, sales increases in the central busi-
ness districts were far exceeded by gains in outlying areas.
In two instances, sales actually declined in the central
business district. Increasingly, sales have been made on
the “eastside, westside—outside the downtown.”

The shift of population alone would be expected to in-
duce different degrees of sales shifts for the various types
of retail outlets, because nearness to the market is much
more important in some retailing operations than in others.
Some marketing experts classify certain consumer goods,
such as food and drug items, as convenience goods, since
shoppers usually purchase them with a minimum of effort
and generally where they are most accessible. For other
types of goods that are purchased only after numerous
comparisons of quality, price, and style, convenience is
less important; for still others, it may be of little impor-
tance. Consistent with this, we find from figures shown in

Percent Change in District Metropolitan Area
Retail Sales, by Type, 1958 from 1954

Type of Central Business Outside Central
Business Districts Business Districts
Retail trade, total + 5.3 + 33.8
Lbr., bldg. mat’ls, etc. —14.9 + 16.3
General merchandise stores + 14.0 + 81.3
Food stores — 44 + 339
Automotive dealers + 14 +24.7
Gasoline service stations +23.8 + 40.6
Apparel, accessory stores + 0.1 + 2.9
Furn., home furn., equip. + 3.8 +475
Eating and drinking places — 0.8 + 28.7
Drug and proprietary stores + 29 +63.4
Other retail stores + 1.4 +45.0

Note: Based on twelve areas for which data for central business districts
are available.

the table that sales at those outlets particularly influenced
by convenience, that is, food stores, drug stores, and gaso-
line service stations, registered much larger increases be-
tween 1954 and 1958 in the outlying areas than in cen-
tral business districts.

It is significant to note that over the same period, gen-
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eral merchandise stores in outlying areas registered the
sharpest sales increase of any type of retail outlet and
gained more in relation to their downtown counterparts
than was the case for most other stores. Thus, general
merchandise stores in the central business districts, domi-
nated by department stores, accounted for 63 percent of
total metropolitan area sales by such stores in 1958,
whereas they accounted for 73 percent in 1954.

This decrease was undoubtedly caused by the rapid
development of shopping centers and branches of large
department stores outside the downtown areas. In 19358,
the Directory of Shopping Centers, published by the Eco-
nomic Research Bureau, Inc., of Chicago, listed over 220
shopping centers in operation or under development in
District states. Two years later, another edition of the
same directory listed nearly 500. Florida alone had over
200 in 1960, nearly as many as were listed for the entire
area in 1958. “Surely,” the marketing expert would prob-
ably say, “this is a splendid example of how shifts in re-
tailing follow population movements.”

Another Type of Population Change

So far, we have found that changes in total population
have been one factor explaining sales changes among
counties in District states, between metropolitan and non-
metropolitan areas, and between central business districts
and outlying areas of major cities. Changes in total popu-

lation, it has also been emphasized, explain only a part
of the change in total retail sales; many other factors are
usually involved.

Another type of population change has been the shift in
the age distribution of the total population. That this fac-
tor has been present is shown by the changes occurring be-
tween 1950 and 1960 in the age distribution of popula-
tion in District states. During this decade individuals whose
ages were 5 to 19 years and 45 years and over increased
in relative importance, while those of other ages de-
creased. Market studies tell us, for example, that families
headed by older people spend proportionately more than
younger families on food, clothing, and medical and per-
sonal care, but proportionately less on home operations,
recreation, and automotive supplies.

The alert retailer is very much aware of the impor-
tance of directing his sales efforts toward particular age
groups. He knows, of course, that today’s age composi-
tion will not be tomorrow’s, hence his market will be
constantly changing. This merely compounds the changes
he faces as a result of the shifts in total population. As
one highly placed retailer statcd before an important mar-
keting convocation a few years ago, “In a dynamic econ-
omy, the average retailer sometimes makes adjustments
to market conditions without knowing why he makes
them; and, many times, failing to make an adjustment at
all, he is out of business.” PHILIP M. WEBSTER

Banks Follow the Consumer

In the first article in this issue, we pointed out that in areas
where large population gains were recorded, total retail
spending, particularly for convenience-type goods such as
food and drugs, also rose sharply. The relationship be-
tween population change and spending for autos and other
consumer durable goods in an area is less striking. This is
partly because families who plan to make a sizable ex-
penditure may not be as concerned about the distance
from their residence to the retail outlet as they are about
the price, quality, and style of the article to be purchased.

Bankers may be mildly interested in the impact of
demographic changes on consumer spending. They really
sit up and take notice, however, when population move-
ments and consumer credit arc mentioned in the same
breath. This latter relationship will be reviewed in this
article, therefore, in an attempt to whet bankers’ interest.
In addition, we shall also document the effort of bankers
to follow the movement of population to the suburbs in
their search for new deposit and credit business. Finally,
we shall assess the extent to which banks in various geo-
graphic areas are financing consumers.

Financial and Demographic Factors
Stimulate Consumer Borrowing from Banks
At the end of last year, individual instalment debt out-
standing at Sixth District member banks amounted to $1
billion, $900 million more than in late 1946. About 45
percent of this increase represented consumer debt in-
curred for the purchase of automobiles. Instalment cash

loans and debt incurred for the purchase of other goods
and services also rose, as may be seen in the chart.

Consumer instalment debt at banks increased because
financial factors were favorable to an expansion of credit
spending for durable goods and because such financing
proved profitable. Consumers began the postwar period
loaded with liquid assets and relatively frec of short-term
debts. Since then, continued growth in income has per-
mitted consumers to replenish stocks of automobiles,
household appliances, and furniture and to build up their
stocks of such “new” commodities as television sets and
air conditioners. As a result of this spending, a larger
proportion of consumers are now indebted to banks, and
because of higher prices and changes in product composi-
tion they owe a larger average amount than they did
fifteen years ago.

Shifts in population also have tended to stimulate ex-
pansion in consumer borrowing from banks and other
lenders. In 1958, more than 9 million of the nation's
families changed their place of residence. This gypsy-like
transiency undoubtedly contributed to credit spending,
since past data indicate that change of residence is a sig-
nificant determinant of the amount spent for consumer
durable goods. A move from city to suburb may make it
necessary or convenicnt for a family to purchase a second
car. Home repair and maintenance expenditures are fre-
quently associated with moving to a different apartment
or existing house. And in new surroundings, old home
furnishings often seem inadequate or in short supply.
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The marked increase in the number of families in this
part of the South, combined with the greater frequency
with which they incur debt of large amounts, obviously
must result in bills amounting to millions of dollars. At a
later point, we will break down the amount of consumer
debt owed to banks in different locations. Before we do
this, however, it may be useful to trace population move-
ments and deposit growth, since the ability of banks to
extend consumer credit is related both to the size of their
immediate market and the resources available to them.

Population and Bank Deposits
Expand Sharply in the Suburbs

During the past decade, population within metropolitan
areas but outside the central cities of District states
increased 65 percent, according to U. S. Bureau of Census
data, compared with gains of 28 percent inside the central
cities and 6 percent outside the metropolitan areas. These
variations in population growth are due to the movement
of people from farm to city and from city to suburb. Ex-
pansion in industry, trade, and finance in and around major
cities in this part of the South created job opportunities.
These opportunities, in turn, attracted unskilled and semi-
skilled workers from low-income rural areas as well as
skilled technicians and others from outside District states.

As the central cities grew and became more congested,
many families whose financial status permitted moved to
the suburbs. Following close behind the moving van were
the bankers, eager to establish facilities and begin business.

Split-level homes are now frequently located on sites
that a few years ago may have been cow pastures. Not far
away are modern banks, also recently established. Many
of these are equipped with drive-in windows to better
service consumers on wheels, and all contain bankers who
are ready and willing to accept deposits and extend credit.
It’s no wonder that banks within metropolitan areas but
outside central cities have increased their deposits almost
200 percent in the past ten years. This figure would prob-
ably be even larger if the data for all the branches of
central city banks were available for classification accord-
ing to location.

Despite the relatively small rise in population outside
metropolitan areas, deposit growth there expanded at a
surprisingly high rate. This may in part reflect a faster rate
of expansion in the per capita income of residents of non-
metropolitan areas than of those of metropolitan centers.
It may also reflect a more intensive use of credit by con-
sumers and businessmen in nonmetropolitan areas and by
the remaining farmers, who are on the average larger
operators.

Consumer Lending and Bank Resources
Heavily Concentrated in the Cities

One might have expected the expenditures for automobiles,
furniture, lawnmowers, and durable goods of many types
made by the rapidly growing number of suburbanites to
result in a sharp growth in consumer debt at banks out-
side the central cities but within metropolitan areas. While
credit demands may have risen rapidly, the proportion of
individual instalment debt held by banks in this group at
the end of 1960 accounted for only 7 percent of the indi-

Growth and shifts in population, along with expansion in
incomes, have contributed significantly to the rise in out-
standing instalment loans to individuals held by District
member banks.

The expansion in population in District states from 1950 to
1960 has been accompanied by a sharp growth in total de-
posits at member banks, particularly those in areas outside
the central city.

Percent Change in Population Percent Change in Deposits

Metro. Area Metro. Area
Outside Outside Outside  Outside
Central Central Metro. Central Central Metro.
City City Area City City Area
Alabama +28 + 12 —3 + 5 + 8 + 66
Florida +47 +143 +5 + 97 +178 +181
Georgia +3% + 37 — 1 + 61 +198 + 46
Louisiana +17 + 76 +12 + 4 +380 + 66
Mississippi +47 — 3 — 2 +131 0 + 70
Tennessee +10 + 37 - 1 + 59 +1H5 + 70
District +28 + 6 ~ 6 + 66 +18B + &

Despite the sharp growth in population and deposits in the
suburbs, the deposits of member banks located in the central
cities of District states were much larger relative to popu-
lation than they were in other areas at the end of 1960.

Metropolitan Area

Central Outside Outside
City Central City ~ Metro. Area

Percentage Distribution

At the end of 1960, the ratio of individual instalment debt
to total deposits of member banks varied only slightly by
location of bank.

Metropolitan Area

Central Outside Outside

Type of Loan City Central City Metro. Area
Commercial and Industrial 196 154 146
Individual Instalment 9.0 9.2 101
Individual Single Payment 5.2 33 44
Real Estate 5.2 10.0 10.6
Financial Institutions 43 17 0.9
Purchase or Carrying Securities 19 12 04
Farmers 05 04 22
All Other 19 04 0.9
Total Loans 47.6 41.6 441
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vidual debt at all District member banks. Banks in the
central cities, on the other hand, accounted for about two-
thirds of individual instalment debt, and those outside
metropolitan areas held the remainder.

There are several reasons why suburban banks hold
such a small share of consumer debt. Expenditures for
durable goods are frequently financed by instalment credit.
Suburban consumers, however, who purchase close to
home may still wind up in debt to a bank in the central
city, since the merchant may have financing arrangements
with a “big city” bank. Distance, in any event, may be
less of a consideration to a borrower than the availability
of credit on terms that suit his budget. Many potential bor-
rowers, moreover, may be employed in the central city,
thus making it more convenient for them to obtain credit
there.

The main reason why banks in suburban arcas hold
such a small share of consumer debt is because their
resources are limited. Although the total deposits of banks
in metropolitan areas outside central cities increased at a
greater rate than those of banks in other locations, there
should be no mistake about where financial resources are
concentrated. They are in the city. At the end of 1960,
the central city areas in this part of the South accounted
for about two-thirds of all bank deposits, but contained
only one-fourth of the total population. In areas outside
the central city and outside metropolitan districts, popula-
tion was much larger relative to deposits, as the chart shows.

The imbalance between bank deposits and population
within area groupings does not, of course, impedec the
flow of bank lending. The major financial functions of

Consumer Finance Compam'es:

Today’s consumer is better supplied with houses, auto-
mobiles, and most major types of durable goods than he
has been for many years. This change in the consumer’s
position has encouraged him to seek products of better
quality or at lower prices and has made his pattern of ex-
penditures somewhat uncertain. In this environment of
plenty, however, there is one commodity for which the
consumer’s necd is almost insatiable. Namely, money to
spend. That such a situation prevails is most satisfying to
consumer finance companies, because their main stock in
trade is cash.

Origins of Consumer Finance Companies

Consumer finance companies, or small loan companies
as they are sometimes called, grew out of developments
in the post-Civil War period. At that time, the country
emerged from its primarily agricultural state and began to
transform itself into the urban-industrialized nation that
now exists. During the 1880’s and 1890’s, the number of
industrial workers increased enormously, as did their de-
pendence on the weekly pay check. With wages low and
employment irregular, families frequently found them-
selves in need of cash, but with no place to turn. Gone
was the relative security of the small town or village,

banks in central cities are to service customers in the
hinterlands of the metropolitan areas and to shift funds to
other parts of the country, if there is a demand for them
and funds are available.

Member Banks in All Areas Lend
Heavily to Consumers

Banks in the central cities of District states not only hold
the bulk of deposits, but they have indicated a willingness
to allocate a large share of their loans to consumers. At
the end of 1960, the ratio of individual instalment debt to
total deposits at member banks in central cities was only
slightly lower than the proportion at banks in other geo-
graphic areas, as the table shows. The proportions of
most categories of nonconsumer debt to deposits, however,
werce higher at banks in central cities than at banks in the
other two groups. Despite strong demands for funds from
many sources, banks in central cities continued to supply
consumers with large amounts of credit. As a result, the
ratio of their total loans to total deposits exceeded the
ratios at banks outside central cities and outside metro-
politan areas.

During the postwar period, the credit demands of con-
sumers absorbed an increasingly large share of bank re-
sources. This is particularly true if residential mortgage
financing and loans to other financial institutions and retail
outlets who supply consumers are included with short-
and intermediate-term consumer debt. Judging from their
past records, banks will continue in the future to respond
to the changing credit needs of a growing and shifting

population. ALFRED P. JOHNSON

Specialists in Cash Lending

with its partially self-sufficient homes and neighborly cus-
tom of mutual aid in cmergencies. In its place was an
impersonal city, where families frequently did not know
their neighbors. Families, moreover, could not borrow
from legitimate lenders because none were in business to
make small cash loans to consumers.

Because the need to borrow was great, families who
temporarily sought funds were driven into the hands of
“loan sharks.” The exorbitant loan charges by such lend-
ers and their exploitation of borrowers aroused the public,
and in the early part of this century resulted in small loan
legislation. The purpose of this legislation originally was,
and is today, to enable borrowers to obtain the credit
they need and to protect them against excessive charges
and illegal collection practices.

Small Loan Laws of District States

All District states-presently have a small loan law or its
equivalent in the books. In accordance with this law, com-
panies that cxtend small loans must be licensed by the
statc. The granting of a license presumably depends upon
how well the public interest will be served. What are the
fitness, character, and experience of the applicant? Will
an additional lender be a convenience or advantage to the
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community? These are the main questions that state
authorities must answer before rendering a decision.

Another important provision of a small loan law is the
specification of the maximum interest rate that may be
charged. Among District states, maximum rates vary
from 1-1/2 to 3-1/2 percent per month on the outstand-
ing loan balance (18 to 42 percent per annum) on loans
of $300 or less. The maximum rates permitted on larger
loans are usually substantially lower.

The maximum rate results in an effective interest rate
on small loans, which is much higher than that permitted
by the usury laws of most states. In setting rates at such
levels, the probable intent of most states is to allow li-
censees to meet the expense and loss hazard that are inci-
dent to the making and servicing of small loans and allow
them to make a “fair” profit on their lending activities.
Any charge made for a small loan that is over the limit
specified by law and that results in an excessive reward to
the lender would appear contrary to the intent and philo-
sophy of the small loan laws.

The Demand for Cash is Strong

The cost of borrowing has apparently not deterred con-
sumers from seeking cash loans. From 1950 to 1960, out-
standing instalment debt owed to consumer finance com-
panies throughout the nation increased from $1.3 billion
to $4.2 billion. About 60 percent of the debt outstanding
late last year represented personal cash loans of which
only a part would be classified as “small loans.” Consumers
in District states have also sharply expanded their in-
debtedness to consumer finance companies over the past
decade. They owed an estimated $600 million at the end
of last year.

The expansion of indebtedness to consumer finance
companies during the past ten years is related to popula-
tion and income growth. The number of households in
the South, for example, increased about 23 percent from
1950 to 1960, thus expanding the potential market for
consumer credit of all kinds. The general upward move-
ment of families into higher income brackets, shown in
the table, increased families’ willingness and ability to
incur debt. Finally, higher income levels have enhanced
the ability of consumers to service the large volume of
debt currently owed to consumer finance companies.

Although consumers owe hundreds of millions of dollars
to consumer finance companies, many of the loans were
for relatively small amounts. In a recent year in Georgia,
40 percent of all loans made were for less than $75 and
two-thirds were for less than $200. While loans of $200
or more accounted for only one-third of the number of
all loans made, they represented about three-fourths of
the dollar amount.

Approximately 40 percent of the money currently owed
to consumer finance companies in the District and nation
was borrowed for the stated purpose of consolidating
existing debts, if past data are a guide. Borrowing for the
stated purpose of meeting medical, hospital, and other
emergency-type expenditures also accounted for a signifi-
cant share of total borrowing, as did loans for the pur-
chase of automobiles, furniture, and other goods and
services. Borrowing to finance the purchase of durable
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Outstanding loans of major cash lenders in the nation
expanded sharply during the past decade.

The growth of cash lending and other types of consumer
credit in the nation and in the South was stimulated by the
movement of families into higher income brackets.

Percentage Distribution of Families

Total Money United States Southl
Income 1946 1959 1946 1959
Under $1,000 838 5.2 138 9.8
$ 1,000-$ 1,999 17.2 83 24.9 12.2
$ 2.000 - $ 3,499 36.5 14.6 33.7 185
$ 3,500- % 4,999 20.0 16.5 14.9 16.7
$ 5,000 - $ 9,999 151 432 106 34.9
$10,000 and Over 24 12.2 21 8.0
Total 100.0 100.0 100.0 100.0

Source: Bureau of Census, Current Population Reports, Consumer
Income, 1946 and 1959.

1Ala., Ark., Del, D.C., Fla., Ga., Ky., La., Miss.,, Md., N.C., OKla.,
S.C., Tenn,, Tex., Va.,, W.Va.

Partly because of the concentration of southern families in
income brackets under $5,000, consumer finance companies
accounted for a larger share of the cash lending market in
the District than in the nation in 1958.

District us. District us District us.
Consumer Finance Cos. Credit Unions Member Banks



goods, moreover, has vastly increased in importance dur-
ing the post-war period.

Who Borrows from
Consumer Finance Companies?

Consumer finance companies draw their customers from
a wide variety of occupational groups. Skilled, semi-
skilled, and unskilled workers, however, account for the
bulk of the borrowers—about two-thirds, according to
past surveys. Because borrowers in these particular groups
account for such a large share of the clientele of consumer
finance companies, it is not surprising that the income of
most borrowers is less than $5,000.

In the South there is a larger proportion of families
with incomes of under $5,000 than in the nation. This

may partly explain why consumer finance companies in
District states account for a larger share of the cash lend-
ing market than in the United States. The competition in
the cash lending business, however, is keen in all parts
of the country.

In recent years, credit unions in District states have
increased the amount of instalment debt they hold at a
rate faster than that of consumer finance companies.
Many banks in District states have stepped up competi-
tion for cash loans by promoting check credit plans and
the like. This increased competition, while it creates prob-
lems for lenders, may result in one significant benefit to
consumers: reduced borrowing costs.

Alfred P. Johnson

District Consumer Credit Down Slightly

Glancing down the left-hand panel of the chart on this
page, you see that trends in the amounts of credit out-
standing in the District have varied somewhat among the
types of holders. However, after making allowance for
seasonal changes characteristic of different holders, such
as the December increases at department and furniture
stores, we can be sure of one thing: Consumer borrowing
has not been adding any fuel to the economic recovery
engine since the first of the year. Quite to the contrary,
the amounts owed to most types of lenders have either
declined slightly or held steady. The major exception
seems to be the amounts owed to consumer finance com-
panies, for outstanding credit at these companies has
continued slightly upward. The general District picture
closely parallels developments in the nation as a whole,
where total outstanding consumer instalment credit has
declined slightly since the first of the year.

The chart summarizes in index form the information
available on District consumer instalment credit outstand-
ing, extended, and repaid, by major type of holder of the
credit. The figures for commercial banks represent esti-
mates for all District banks, whereas the other data repre-
sent totals only for the financial institutions and stores
that report data to this Bank. For the nation as a whole,
the types of credit holders represented account for about
65 percent of total consumer instalment credit outstand-
ing. Assuming the District pattern of lending is not too
different, we should have, therefore, a reasonably good
picture of current consumer borrowing here.

Monthly changes in outstanding credit reflect, of course,
the relationship between credit newly extended each
month and repayments of old debt. As is obvious from
the right panel of the chart, however, extensions fluctuate
much more than repayments, reflecting, as they do,
monthly variations in consumer borrowing to pay for
such things as automobiles, television sets, appliances,
furniture, vacations, and medical expenses. As many indi-
viduals who have just about paid for the new car they
bought two or three years ago can tell you, repayments
reflect extensions made over a number of months previ-
ously. Come what may, that monthly payment has to be

made, thus the repayment lines show less fluctuation.
The recent downward tendency in District outstanding
credit, therefore, reflects mainly a failure on the part of
consumers to maintain their borrowing at previously high
volumes. In other words, they just haven’t been buying
as much on credit, as you see from the extensions data
after making allowance for the sometimes sharp seasonal
swings. Sales indicators show that total consumer spend-
ing in the District dropped off as employment and income
declined during the recession starting about mid-1960.
Moreover, if the usual pattern has been followed, sales of

District Consumer Credit Trends
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the type of goods usually purchased on credit have de-
clined even more.

Some pickup has occurred in sales since the first of the
year as economic recovery has gotten underway. So far,
however, the District consumer has not yet shown an in-
clination to increase his borrowing enough to turn out-
standing credit in the upward direction so characteristic
of the period from early 1958 through mid-1960. Nation-
ally, there has been some tendency in the past year or so
for debt repayments to stabilize in relation to income. To
the extent that this proves to be true in the District, there-
fore, incomes would have to continue improving for a sus-
tained rise in consumer borrowing to occur.

Over the past three years, repayment periods for credit
granted by most District lenders have lengthened about
one month. The average repayment period at commercial
banks, however, has not changed, remaining at about
nineteen months. For the other lenders, where automobile
lending is less important or is not a factor at all, average
repayment periods are shorter, ranging from about twelve
months for department stores to seventeen months for
furniture stores and consumer finance companies. Still
longer repayment periods might encourage more borrow-
ing by reducing monthly payments, but the trend in the
past three years has not been such as to suggest any ap-
preciable stimulus to borrowing from this source.

Philip M. Webster

Behavior of Consumer Food Prices

We had 28 million more people to feed in the United
States in 1960 than we had in 1950. Taken alone, this
population explosion could have had an appreciable im-
pact on consumer food prices. But an added factor, a rise
in income, had its effect on prices too. Family earnings in
the nation increased two-thirds from 1950 to 1960, thus
there was more money to spend for new forms of food and
special food services.

One would have expected such an increase in popula-
tion and income to lift consumer demand and prices for
food during the 1950’s. Retail food prices, as measured
by the consumer price index, did increase 18 percent from
1950 to 1960. This increase, however, was relatively mild
compared to rises in prices for other consumer items. In
the same period, prices for medical and personal care and
for transportation rose 47, 32, and 31 percent, respec-
tively, and the overall consumer price index increased 23
percent.

Although prices for most consumer goods rose quite
steadily during the 1950°’s, retail food prices declined
appreciably at times, despite their overall modest in-
crease. These frequent downward movements indicate that
demand for food was not the sole influence on food prices.
Changes in the supplies of some foods certainly affected
prices during the 1950’s too.

As shown in the chart, both wholesale and consumer
prices for foods fluctuated widely in almost every year,
largely because food supplies varied from spring to win-
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ter months. Prices also changed from year to year because
weather influenced crop and livestock yields, and produc-
tion cycles affected meat and egg marketings. Cyclical
upswings in cattle and hog production depressed prices
significantly in 1953 and 1955, and in 1959 prices de-
clined because of a cyclical increase in hog and poultry
output. Food prices began to rise, however, in early 1960,
partly because farmers had reduced their swine herds and
poultry flocks and were marketing fewer hogs and eggs.

It is true that at times in recent years, farmers’ bountiful
harvests and marketings pushed retail food prices down.
During the 1950°’s, however, farmers’ greatly increased
productivity merely offset somewhat the upward pressure
on retail prices from the long-run increase in demand by
enlarging our food supplies. Farmers boosted total farm
productivity an average 6.2 percent a year from 1950 to
1960, a remarkable feat that enabled them to increase
national farm output about one-fourth. Meanwhile, whole-
sale prices for all farm produce—mostly foods and food
materials—declined 9 percent, and wholesale prices for
livestock and poultry products dropped 17 percent. Lower
wholesale prices for livestock and poultry products ap-
parently had a major role in restraining the rise in con-
sumer food prices, because the retail price index for
meats, poultry, and fish increased only 4 percent from
1950 to 1960. In contrast, retail price indexes for cereal
and bakery products and for fruits and vegetables in-
creased 31 percent.

The decline in wholesale prices, however, was not as
sharply reflected in consumer food prices as we might
have expected. According to the United States Depart-
ment of Agriculture, the farm-retail price spread, or the
difference between the prices farmers receive and prices
housewives pay, increased each year in the 1950’ and was
a third larger by 1960. This food marketing margin wid-
ened mainly because expenditures for labor and transpor-
tation—the chief costs in assembling, preparing, packag-
ing, and marketing foods—rose sharply. The labor com-
ponent of the nation’s food marketing bill rose 55 percent
from 1950 to 1960, partly because more foods were mar-
keted and partly because the labor cost more. Then too,
rising freight rates boosted expenditures for rail and truck
transport.



The margin also grew larger because the nation’s
people became wealthier, and when people earn more they
typically spend more for food services and better quality
food, rather than for much additional food. The USDA
reports that when consumers’ incomes change, their de-
mand for food services is about five times more respon-
sive than their demand for food per se. When consumers
have more to spend for food, they buy ready-to-cook pies,
frozen desserts, canned and boxed vegetables, and other
foods that are easily stored. They also eat in restaurants
more often.

New or expanded marketing services need not neces-
sarily increase marketing costs for farm products. Food
processors can reduce the farm-retail price spread for
some farm products by making them less bulky and costly
to transport. Processors also may reduce food waste and
spoilage and expand their sales volume sufficiently to more
than offset added charges for processing and marketing.
Such marketing efficiencies, however, may not always be
quickly reflected in wholesale and retail prices.

Although efficiencies achicved in the marketing system
in the 1950’s did not reduce or even stabilize the farm-
retail price spread, they minimized its growth. Food
processors conserved labor and used more and better ma-
chinery and improved techniques to check their rising
costs. In so doing, they were able to pay hourly wages in
1960 that were almost two-thirds higher than in 1950,
yet their unit labor costs increased only 23 percent.

On balance, however, growing marketing costs more
than offset the decline in wholesale prices for farm prod-
ucts from 1950 to 1960 and contributed to the upward
trend in retail food prices. Granting this, we must still
admit that retail food prices in the 1950’s mirrored a fab-
ulous American success story. Because of advancements
in efficiencies on the farm and progress in marketing
foods more economically, the American consumer has
had extraordinarily good buys in foods. The point is well
illustrated with poultry meat, a highly processed and care-
fully handled food. In 1960, consumers could buy ready-
to-cook fryers for a third less than they paid in 1950, and
the fryers looked better and had a nicer flavor.

Consumers may become more numerous and much
wealthier in the next decade, and the demand for foods
may expand further. But continual improvements in farm
productivity and in efficiencies developed by marketing
firms should keep retail food prices from rising inordi-
nately. With luck, retail food prices may even be reduced
somewhat during the 1960’s.

ARTHUR H. KANTNER

Debits to Individual Demand Deposit Accounts
{In Thousands of Dollars)

Percent Change

5 Months
May 1961 from 1961
May Apr. May Apr. May from
1961 1961 1960 1961 1960 1960

ALABAMA
Anniston . . . . 45,103 37,130 39,718 421 414 +2
Birmingham . . . 970,794 762,176 829,991 427 417 +3
Dothan . . . . 38,963 35,060 35,110 411 411 +6
Gadsden . . . . 38,024 34,590 38,872 410 —2 —5
Huntsville* . . . 74,853 62,648 62,032 +19 421 411
Mobile . . . . 319,374 269,554 301,948 +18 +6 +1
Montgomery . . . 201,993 154,691 176,993 +31 414 +5
Selma* . . . . 26,799 23,756 24,968 413 +7 +2
Tuscaloosa* . . 63,637 52,825 55,333 420 +15 +2

Total Reporting Cities 1,779,540 1,432,430 1,564,965 +24 114 +3

Oih(;}i; I%Xes? - 821,965 646,594r 785 675r +27 +5 +1

F
Daytona Beach* . 56,895 56,315 57,760 +1 —1 -3
Fort Lauderdale* . 217,090 217,123 208,077 —0 +4 —3
Gainesville* ., . . 43,481 42,497 40,891 +2 +6 +2
Jacksonwille . . . 884,036 802,362 834,042 +10 +6 +3
Key West* . . . 17,672 18,103 15,571 —2 413 +8
Lakeland* . . . 83,671 77,292 80,642 +8 +4 +3
Miami . . . . . 945,336 896,504 880,297r +5 +7 +4
Greater Miami* 1,413,290 1,343,114 1,310,424 +5 +8 +3
Orlando . . . . 267,905 238,995 267,740 +12 +0 —3
Pensacola . . . 88,961 81,799 89,952 +9 —1 —3
St. Petersburg . . 227,412 204,061 214,622 411 +6 —6
Tampa . 442,607 409,812 439,993 +8 +1 —0

W. Paim-Palm Bch. * 151,474 147,949 130,650 +2 416 46
Total Reporting Cities 3,894,494 3,639,422  3,690,364r +
Other Cities¥ 1 806 058 1,690,273 1,556,883 +7 +16 +7

GEORGIA

Albany . . . . 56,518 49,985 55,857 413 41 +1
Athens* . . | . 45,584 37,823 31,227 421 411 44
Atlanta . . . . 2,250,295 1,965,841 2,103,734 414 +7 43
Augusta . . . . 110,229 99905 108,468 +10 42 —1
Brunswick . . . 27,017 23,276 24111 416 412 46
Columbus . . . 115139 102,783 108,814 +12 46 +4
Elberton . . . . 11,115 8,677 10203 428 49 —2
Gainesville* . . . 52,368 46,061 48697 +14 48 44
Griffin* . . . . 20,386 17,510 19,972 416 42 43
LaGrange* . . . 17,202 16,302 21545 46 —20 —I3
Macon . . . . 133,841 114,668 127,647 417 45  +1
Marietta* . . . 31,339 31,540 32698 —1 —4 —0
Newnan . . . . 18,745 19,072 18,546 —2 41 —2
Rome* . . . . 51.001 45,238 53,921 +13 —5 44
Savannah . . . . 201,161 178,859 204,998 +12 —2 —5
Valdosta . . . . 36,339 30,644 31,534 419 415  +1

3,178,279 2,788,184 3011972 414 +6 +2

Total Reporting Cities
. 1,002,102 911,806 928,853r <410 +8 +4

Other Cities¥

LOUISIANA
Alexandria* . . . 68,937 68,354 72,155 +1 —4 —b
Baton Rouge . . 278,097 246,532 287,360 413 —3 —b6
Lafayette* ., . . 62,684 63,680 58,345 —2 +7 +2
Lake Charles . . 82,295 72,881 82,080r 413 +0 —8
New Orleans . . 1,440,402 1,244,263 1,406,834 416 +2 —1
Total Reporting Cities 1,932,425 1,695,710 1, 906 774r  +14 +1 —2
Other Cities¥ . . . 600,496 552,291 537 437r +9 +12 +2
MISSISSIPPI
Biloxi-Gulfport* . 55,114 52,861 49,817 +4 411 +8
Hattiesburg . . . 38,985 36,428 36,190 +7 +8 +0
Jackson . . . . 323,925 297,448 281,403 +9 <415 +8
Laurel* . . . . 29,864 24,664 28,393 421 +5 —5
Meridian . . . . 48,440 39,459 47,765 +23 +1 +0
Natchez* . . . . 23,170 22,242 23,135 +4 +0 —3
Vicksburg . . 22,879 19,011 20,740 +20 410 +6
Total Reporting Cities 542 377 492,113 487,443 +10 411 +5
Other Citiest . . . 290,884 261,261 282 051r <411 +3 -2
TENNESSEE
Bristol* . . . . 48,008 55,117 46,473 —13 43 +38
Chattanooga . . . 351,016 300,671 316,996 +17 “+11 +1
Johnson City* . . 41,281 37,738 41,223 +9 +0 —4
Kingsport* . . . 85,233 78,775 82,194 +8 +4 —1
Knoxville . . . . 262,888 224,511 247,073 +17 +6 +4
Nashville . . . 827,395 700,916 763,647 +18 +8 +5

Total Reporting Cities 1,615,821 1,397,728 1,497,606 +16 +8 +3
Other Citiest . . 607,827 590,806 539,506r +3 413 410
SIXTH DISTRICT 18,072,268 16,098,618r 16,789,529r 412 +8 +2
Reporting Cities 12,942,936 11,445,587 12,159,124 413 +6 +2
Other Cities¥ 5,129,332  4,653,031r 4,630,405r <410 +11 +5

Total, 32 Cities . 11,107,229 9,702,564 10,433,278 414 +6 +2
UNITED STATES
344 Cities . 268,932,000 241,082,000r232,844,000 +12 +15 +7

*Not included in total for 32 cities that are part of the national debit series maintained
by the Board of Governors. +Estimated. r Revised.

Bank Announcements

On June 12, the nonmember Bank of Fairhope, Fairhope, Ala-
bama, began to remit at par for checks drawn on it when
received from the Federal Reserve Bank. Officers are H. G.
Bishop, President; John M. Beasley, Vice President and Ca