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Agricultural Banks 
In the Southeast: 

How Are They Faring ? 
Keith Keplinger, Gene Wilson, 

Sylvester Johnson, and David Whitehead 

The Southeast's farm banks have suffered 
less than other regions' because of 

agriculture's less dominant role in its 
rural economy and the lower concen-
tration of farm debt in its commercial 

banks Unless the farm economy 
rebounds soon, however, more 

problems are likely. 

< 4 r 1 h H — h h 1 r~ 

• • 

JC 1 E L _ L 1 r L 

The agricultural credit crisis, the subject of 
considerable attention in recent months, has 
been a personal tragedy for many of the nation's 
farmers. Agricultural lending institutions have ' 
been affected adversely by the farmers' plight. 
Commercial banks have played an important 
roie in farm lending. Because of their high 
exposure, agricultural loans, some farm banks 
have experienced severe erosion of asset quality. 
This article explores the nature of the farm 
credit crisis in general, and assesses the financial 
soundness of agricultural banks in the Southeast 
comparing them with similar banks in other 
regions. Next, the financial soundness of south-
eastern agricultural banks is assessed on a 
state-by-state basis. In the process, we examine 
the relative extent to which poor asset quality 
at certain agricultural banks in the Southeast 
can be attributed to troubled farm loans. 

Historically, agricultural banks have had a 
failure rate far below the national norm, but 
since last fall they represent the majority of 
bank failures. For example, in 1983 agricultural 
banks accounted for only 13 percent of the 45 
bank failures; by 1984, when agricultural banks 
made up 29 percent of all commercial banks, 
they accounted for 32 percent of the 78 bank 
failures. In the final quarter of 1984, 61 percent, 
or 11 of the 18 failures were farm banks, and 
this high proportion of farm bank failures has 
persisted. As of May 3, a total of 30 banks had 
failed so far this year, 19 of which (63 percent) 
were agricultural banks.1 All these agricultural 

Keplinger and Johnson are research analysts and Whitehead 
is a research officer on the Research Department's financial 
insitutions and payments team. Wilson is an economic 
analyst on the regional research team. 
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banks were located in the Midwest and West: 
five in Iowa, three in Nebraska, two each in 
Colorado, Oklahoma and Texas, and one each 
in Kansas, Minnesota, Illinois, Oregon, and 
California 

The Comptroller of the Currency's list of 
nationally-chartered problem banks now stands 
at 800 and is expected to reach 900 by the end 
of the year, with most of the increase coming 
from small agricultural banks.2 What forces and 
conditions have thrust so many agricultural 
banks into this dire situation? 

Farm Credit Crisis 
The farm credit crisis and related farm bank 

problems can be attributed to a number of 
causes, including careless lending practices, a 
series of poor crop years, and unrealistic expec-
tations regarding the rest of the world's ability 
to provide ever-expanding export markets for 
U.S. agricultural products. At the heart of the 
problem, however, lies the vastly changed 
economic environment farmers faced as they 
entered the 1980s. 

Much of today's farm problem owes to the 
agricultural boom and farm prosperity of the 
1970s. A devalued dollar and a spate of crop 
failures abroad led to substantial growth in 
export demand. Between 1970 and 1981, the 
volume of U.S. farm exports tripled. In particular, 
the Soviet Union began buying massive amounts 
of American grain, which strengthened com-
modity prices and escalated land values. High 
profits stimulated farmers to expand output by 
bringing land into cultivation that previously 
had been idle or devoted to lower valued uses. 
By 1981, land values, farm exports, and net 
farm income reached all-time peaks. Bankers, 
meanwhile, generally were eager to meet 
farmers' credit demands, in some cases encour-
aging them to borrow, expecting that land 
values and commodity prices would remain 
high. As long as farmers' loan collateral appreci-
ated, bankers felt protected. 

During that period real interest rates (nominal 
interest rates minus inflation rate) often dipped 
below zero, which further encouraged the use 
of debt to acquire more land and expand 
operations. The Farm Credit System and some 
banks, in fact, actually extended long-term loans 
to farmers at below-prime rates in some years 
even as a liberal farm bill, including price 
supports, low cost crop insurance, and target 

prices, reduced the risk for farmers and lenders 
alike. As a result established farmers expanded 
their operations rapidly while thousands of 
other Americans entered agriculture, both relying 
heavily on borrowed funds. 

Drought in some sections of the country in 
the late 1970s and early 1980s interfered with 
the income stream that supported farmers' 
loan payments. But when payments fell behind, 
debt generally was rolled over from year to year 
or was refinanced with the Farmers Home Ad-
ministration under liberal disaster and economic 
emergency credit programs. This increased the 
indebtedness of many farmers and the risk 
exposure of agricultural lenders, both of whom 
were counting'on continued land appreciation 
and higher earnings to see them through. 

Unfortunately, fundamentally changed eco-
nomic conditions in the eighties have dashed 
farmers' expectations and triggered a major 
agricultural credit crisis. The chief source of the 
problem is a reduced level of exports, on which 
farmers depended so heavily. This decrease is 
attributable to (1) global recession, especially 
in the economies of major U.S. customers, (2) 
increased competition from major producing 
countries, and (3) a strong dollar, which makes 
U.S. farm exports more expensive in terms of 
foreign currencies. 

Beginning in the early 1980s, high real interest 
rates and a strong national economy combined 
to produce a favorable investment climate, 
which attracted substantial foreign capital into 
the United States and raised the value of the 
dollar. The dollar's ascent surpassed all expec-
tations and made American products far more 
expensive to foreign buyers. At the same time, 
foreign competitors such as China and France 
became more aggressive exporters. Recent 
bumper crops in Latin America have intensified 
the export battle. The heightened competition 
upended the usual trading relationships as 
many longstanding U.S. customers sought lower 
cost markets. Reportedly, some U.S. food com-
panies have even considered importing grain 
from abroad.3 

These factors, combined with a depressed 
global economy, reversed the booming U.S. 
food export market. Sharp reductions were 
seen in corn shipments in 1981, followed by 
reduced wheat shipments in 1982, and lower 
soybean exports in 1983. As production from 
farmers who had geared up on the expectation 
of ever-expanding world markets led to U.S. 
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surpluses, commodity prices fell, pulling down 
farm incomes, then land values. 

Consequently, many farmers no longer could 
borrow additional funds against appreciated 
farm real estate.4 Lenders were pressured to 
reduce loans in an effort to bring them back 
into balance with the shrinking value of collateral. 
Unfortunately, many farmers not only were 
unable to repay debts, but they needed still 
more credit to continue producing crops that 
might generate income for future payments. In 
expectation of a quick turnaround in the farm 
economy, many lenders extended additional 
financing (at much higher real interest rates); 
however, continuing low prices and unfavorable 
weather in some areas further eroded farmers' 
repayment capabilities. 

In summary, for a large number of farmers 
prospects are uncertain. According to a recent 
banking industry study, the situation is especially 
precarious for farmers: (1) whose primary income 
source is an export-sensitive product such as 
grain or soybeans; (2) who own farms of inter-
mediate size—too small to generate economies 
of scale but too large for part-time operation; and 
(3) who borrowed heavily in the late 1970s to 
expand operations.5 According to many econ-
omists and traders, long-term prospects also 
appear dim as farm exports, now accounting for 
more than 40 percent of major U.S. crops, are 
expected to fall further. Barring a widespread 
crop disaster abroad or a sharp decline in the 
dollar, grain exports are likely to remain depressed 
until at least 1987, they say, forestalling any 
significant farm recovery until 1988.6 

The Southeast s Status 
The structure of agriculture in the Southeast 

has tempered the full impact of the region's 
farm debt situation because the region's farms 
typically are smaller than those in the Midwest 
Fully 80 percent of the Southeast's farms have 
gross sales of less than $25,000 per year. (The 
Southeast region comprises Alabama, Florida, 
Georgia Louisiana, Mississippi, and Tennessee.) 
These farmers tend not to be heavily indebted 
and to earn more off-farm income than farm 
income. Thus only 20 percent of the region's 
farmers, or 64,000 farms, account for the South-
east's full-time commercial farms. Still, 7.9 
percent of all southeastern farmers face serious 
financial difficulty, having debt to asset ratios 

of about 70 percent while another 7.1 percent 
face potential problems with debt to asset 
ratios between 40 and 70 percent7 These 
beleaguered farms are concentrated in Georgia 
and Mississippi, although farms in every District 
state are experiencing some financial distress. 

Based on farm earnings, prospects for debt 
repayment are especially poor for highly lever-
aged soybean farmers in the Southeast8 Many 
such farmers expanded rapidly in the 1970s 
in response to the booming export market For 
the past several years, however, dry weather 
problems have plagued production. Compound-
ing the problem is the fact that southeastern 
producers expanded soybean production on 
marginal farmland that is more susceptible to 
droughts. Even though the region's 1984 average 
yield of 23.9 bushels an acre far surpassed 
1983's, continuing weather problems kept the 
level well below last year's more normal national 
average of 28 bushels an acre. On average 
soybean farmers were left with only an estimated 
$15 per acre above cash costs and capital 
replacement allowances. Although 1984 was 
the best year for soybean growers in the past 
four, indebted producers, like farmers in the 
Corn Belt and Central Plains states, have little 
hope of generating enough crop income to 
service their debts. Many have seen their finan-
cial positions deteriorate each year. 

For those southeastern soybean producers 
who also obtained an average crop of winter 
wheat on the same land, the average margin 
increased to $47 an acre. But average farmland 
prices in the region peaked near $1,000 an acre 
in 1981, a time when some farmers borrowed 
money to buy land. If these loans are at 12 
percent interest, highly-leveraged borrowers 
would need a margin approaching $120 per 
acre just to make interest payments. Farmers 
who are relatively free of debt, however, and 
especially those who are above-average pro-
ducers, have reaped positive returns and stand 
a much greater chance of survival. 

Without lower interest rates, continued sur-
vival for the minority of southeastern farmers 
heavily in debt depends on continuing financing, 
substantially higher prices for their crops, and/or 
favorable weather. Apparently, additional finan-
cing will be available for good managers who are 
customers of the Farmers Home Administration. 
In the absence of increased government support 
programs, the return of higher domestic market 
prices must await a further decline of the dollar, 
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which would enable farm products to regain 
their competitiveness in world markets. This is 
especially true for hard-hit crops such as grains 
and soybeans. Even if the dollar's early-1985 
decline should continue—and some of that loss 
had been recouped by early May—foreign com-
petitors will not give up their newly gained 
market shares easily or quickly. 

Increased government involvement in farm 
lending in the late 1970s, however, substantially 
reduced the percentage of farm debt in the 
southeastern commercial banks' loan portfolios, 
making these banks less vulnerable to the farm 
economy. Farmers Home Administration loans 
rose rapidly during the period, most going to 
drought-stricken farmers in the Southeast, first 
in the form of disaster loans from 1976 to 1978, 
then economic emergency loans in 1979 and 
1980. These loans buffered the region's agricul-
tural banks from the recent downturn in the 
nation's farm economy by reducing the banks' 
share of farm debt. 

The Political Outlook 
The farming community in the United States, 

as in other Western nations, has benefited from 
favorable public policy. This has produced an 
array of agricultural programs that support or 
guarantee prices, offer credit assistance to 
farmers, provide protection against natural 
disasters, and otherwise assist the farming com-
munity. Such programs have been justified on 
the grounds that agriculture is a highly volatile 
and unpredictable industry, that the present 
structure of the farming community, with its 
large percentage of family operated farms, is 
socially desirable, and that these small family 
farms need special assistance. 

The increasing reliance of U.S. agriculture on 
export markets has added another element of 
uncertainty to the farm profitability equation. 
To a large extent, farmers are subject to the 
political process abroad as well as at home. 
Complicating the political analysis is the fluc-
tuating exchange rate of the dollar vis-a-vis 
other currencies. The present strong dollar, for 
instance, makes U.S. grain more expensive for 
importing nations. Finally, a sizable proportion 
of farmers owe considerable debt. As interest 
rates rose in the early 1980s, it became increas-
ingly burdensome to take on additional debt; 
nevertheless, many farmers were obligated to 
do so, especially when cash flow was insufficient 

to cover payments. Farm debt rapidly increased 
when farm income and interest rate problems 
were considered temporary. Now that they are 
seen as long-term problems, farmers' logical 
response is to sell some assets. But when land 
values fall, as they have in recent years, rollover 
arrangements and partial liquidation grow even 
more untenable, making foreclosure a possibility. 

Government agricultural programs were 
designed primarily to mitigate the many sources 
of risk facing farmers. Yet, despite the variety of 
farm programs with outlays in the billions of 
dollars, agricultural programs have not prevented 
a sizable segment of the agricultural community 
from falling into its present grave condition. The 
current administration, favoring a more market-
oriented economy with less government inter-
vention, has proposed drastically scaled back 
funding for farm programs in the budgets for 
1986 and beyond. Running counter to this 
trend is recent legislation that would provide 
emergency relief (credit and otherwise) to 
address the immediate crisis in the farming 
community. 

Emergency Credit Relief 
To alleviate the immediate credit crisis, the 

administration set aside $650 million in federal 
loan guarantees on September 20, 1984 in the 
"Debt Restructuring and Assistance Program." 
The legislation provides loan guarantees to 
banks that renew credit to debt-burdened 
farmers if banks write off 10 percent of principal 
or 10 percent of interest on outstanding loans. 
Although the program since has been liberalized 
to encourage participation, few bankers have 
made use of it, arguing that the rules remain too 
stringent and that they cannot afford to write 
down their loans. The Agriculture Department 
estimates that no more than 6,000 of the 
nation's 2.8 million farmers will be helped by 
the plan. As of April 15, only $19.5 million of 
the $650 million fund has been used for the 
debt adjustment loans. But operating loan 
guarantees under regular Farmers Home Admini-
stration programs also come from the fund. So 
far, then, $393.3 million of the fund has been 
used forthose guarantees. In a February agree-
ment made by Office of Management and Budget 
Director David Stockman and the U.S. Senate, 
the amount available for all operating loan guar-
antees under either program is considered un-
limited. 
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Earlier this year, the Federal Reserve Board 
made it easier for certain small and medium-
sized agricultural banks to borrow funds at the 
Fed's discount window.9 This new farm credit 
policy, which will increase seasonal credit to 
farm banks, represents a modification of the 
Fed's existing program to ease liquidity strains 
when agricultural banks are lending to farmers 
for spring planting. Under the new policy, an 
agricultural bank need not deplete its resources 
to so great an extent before qualifying for 
special discount window access.10 In addition, 
regional Federal Reserve Banks will have dis-
cretion to make exceptions for banks affected 
by agricultural credit conditions and lacking 
access to national money markets. The discount 
window will be available on a regular adjust-
ment or extended credit basis where unusual 
demands develop as a result of the agricultural 
credit situation. 

On February20, in an additional at temptto 
handle agricultural credit problems, the House 
and Senate approved proposals for emergency 
credit relief to finance debt-ridden farmers' 
spring planting. The bill, whose cost was esti-
mated at $2.5 billion, was vetoed by President 
Reagan on March 6. To date, no new farm relief 
legislation has been drafted. 

Overall, the administration's recent actions 
and the Federal Reserve Board's new discount 
window policy have had a relatively minor 
effect on farm banks. So far, only one bank has 
taken advantage of the Federal Reserve Board's 
new policy, while some 6,000 loans have been 
guaranteed by the administration's debt assis-
tance program. More comprehensive farm cred-
it relief legislation has received a presidential 
veto and the federal government has begun to 
minimize its role in agricultural credit Likewise, 
all major farm subsidy programs are slated 
either for elimination or major cuts (see box). A 
key budget reform proposal is the gradual 
removal of the farm price support system that 
has been in effect, with slight variations, since 
1933. 

The administration's proposed agricultural pro-
gram would be phased in to soften any harsh 
effects on farmers and their suppliers. But unless 
the farm economy's environment improves, the 
administration's program is likely to exacerbate 
farmers' and farm banks' credit problems. Adoption 
of that program would tighten pressure on farmers' 
repayment abilities. The Food and Agricultural 
Policy Research Institute, a joint research effort 

8 

r 

The Reagan Farm Bill . \ 
Federal legislation is passed every four years to set 

minimum crop prices and provide for other farm 
subsidies in the Agriculture and Food Act The adminis-' 
tration has drafted new legislation to replace the 
current act, due to expire on September 30. In doing 
so, it aimed to move government "more out of agricul-
ture," making farmers competitive in world markets, 
and to establish finite cost controls designed to _ 
contain runaway budget outlays Current programs 
lack such controls. For instance, when the Agriculture 
and Food Act was passed in 1981 it was estimated to 
cost $11 billion over the succeeding four years; 1 

however, the actual cost ballooned to an estimated 
$63.4 billion. _ j 

The new legislation would reduce budget outlays for 
farm subsidies and other farm programs sharply. Ad-̂  
ditionally, as briefly described below, it would place" 
caps on some programs and eliminate others. 

1. Target prices - Prices are set at levels that are"' 
supposed to cover farm production costs but which M 
in fact often are determined by political negotiation. 
Growers who qualify (sometimes by agreeing to. 
restrict production) sell their crops to private f 
buyers; however, if the market price falls below the 
target price, the government makes up the diffef- ! 

ence with a cash "deficiency payment" Direct 
payments through target prices would be restricted [ 
to a maximum of $20,000 per farmer in 1986, 
$15,000 in fiscal year 1987, and $10,000 per ' 
farmer afterward 

2. Dairy price supports - After two or three years, 
the administration proposes to phase out current 
programs that offer dairy price support loans and 
production-cut payments Instead, it would provide 
only income supplement payments to small dairy 
farmers when market prices are low. 

3. Price support loans - These basic price support ' 
mechanisms lend cash-short farmers operating 
money until they sell their crops Such loans enable 
a farmer to spread out his sales and avoid selling 
produce on temporarily glutted markets at harvest 
time. Under provisions of the existing program, the 
government takes possession of the farmer's prc£ ; 
duce and extends the farmer a loan, the amount 
determined by the support price and amount of* 
produce placed under the loan. But if the market I 
price remains below the support price, the farmer 
may choose to default on the loan, forcing the ! 
government to maintain possession. The support" 
price effectively becomes a minimum market price 
for the commodity. Under the administration's netf; 
plan, loan rates would be limited to 75 percent of 
average market price of the previous three years: 
hence, the farmer would be protected only from a 
sudden and severe drop in prices Moreover, the i 
plan would provide only temporary protection, as 

1 
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farmers would be obligated to repay the loan 
within a year. In addition, a cap of $200,000 per 
farm would be instituted. 

4. Peanut allotments and quotas would be termi-
nated. 

> 5. Honey price supports would be eliminated. 
Credit provisions of the farm bill also have been 

^severely reduced. Consonant with its market-oriented 
"philosophy, the administration proposes to phase out 
all direct farm lending by the Farmers Home Admini-

stration over the next five years, restrict guaranteed 
farm operating loans and eliminate guaranteed loans 
for farm acquisition. Disaster loans would be available 

... only in areas where federal crop insurance cannot be 
purchased, and their interest rates would be boosted 
io the Treasury bill rate. In effect, this measure would 

~ eliminate public-sector duplication of disaster assis-
tance now available in the private sector and would 
reduce the federal subsidy of interest rates 

Under the administration's proposals by 1988 farm 
subsidies would be reduced 51 percent—from $15.6 

.. billion to $7.7 billion. Other farm-related programs 
outside the purview of the four-year farm bill are 

J treated similarly in the President's proposed budget 
as the following summary indicates 

1. Crop insurance - The Federal Crop Insurance 
4 Program makes "all risk" crop insurance available 

to farmers so they can minimize losses due to 
natural hazards and adverse weather conditions. 
The budget proposes to phase out all federal 
operation and premium subsidies over a five-year 
period beginning in fiscal year 1986, thus making 
crop insurance exclusively a private-sector con-
cern by 1990. 

2. Rural development - Farmers Home Admini-
stration rural development loans for rural water 
and Sewer facilities, community facilities, and 
business and industry development would be termi-
nated except for hardship loans and grants for 
water and sewer developments Future assistance 
would be provided through community development 
block grants 

3. Water and soil conservation - The budget 
proposes to terminate all federal programs that 

*" defray part of the cost of water and soil conservation 
measures on private lands including the Agricultural 
Conservation Program and the Great Plains Con-
servation Program. 

4. Housing - To reduce the deficit and reform the 
delivery of housing assistance, the 1986 budget 

? proposes to terminate the Farmers Home Admini-
stration housing assistance programs 

« 5. Rural electric and phone programs - All of the 
Rural Electrification Administration's loan programs 
to assist rural electrical and telephone systems 
would be phased out by 1990. 

/ 

by economists at Iowa State and the University 
of Missouri, estimates that the farm debt that 
cannot be repaid will rise from an estimated $8.7 
billion to about $15.3 billion if the program is 
adopted.11 Under these circumstances, agri-
cultural banks almost certainly will experience 
higher loan losses. As price supports and other 
guarantees that address volatility are phased out, 
the risk of default is increased for existing as well 
as new agricultural loans. This may prompt some 
agricultural banks to price farm loans higher 
while other banks may exercise more caution in 
extending agricultural loans. 

The probable balance sheet effects on farm 
banks of less generous farm legislation com-
bined with the depressed farm economy would 
be the following: (1) a reduced percentage of 
agricultural loans in the loan portfolio, although a 
drop in lending by the Farmers Home Admini-
stration would tend to raise demand for loans 
from the private sector; (2) an increased per-
centage of troubled agricultural loans; (3) higher 
write offs of agricultural loans, hence, increased 
net charge offs; and (4) additional foreclosures, 
which would appear on the balance sheet in 
the"other real estate owned" category. Conse-
quently, reductions in farm aid will tend, at 
least in the short run, to weaken earnings and 
solvency at farm banks. 

The foregoing discussion suggests that the 
agricultural credit crisis has yet to run its course 
But just how severe has the problem been for 
commercial banks in the Southeast and the 
nation? 

Agricultural Banks in the U.S. 
At year-end 1984, fully 3,987 commercial 

banks or more than a quarter of the 14,479 
FDIC-insured commercial banks in the United 
States had substantial involvement in agricul-
ture and thus qualified as farm banks—defined 
as commercial banks with less than $500 million 
in assets and with farm loans accounting for at 
least 25 percent of total loans.12 The highest 
concentration of farm banks is found in the 
Midwest and in the Plains states (see Chart 1). 
Since 1979 when there were 4,471 agricultural 
banks, their number has declined somewhat, 
chiefly because the farm economy's importance 
has declined. Total farm loans held by farm 
banks increased from $20.8 billion in 1979 to 
$24.7 billion at year-end 1984; however, when 
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Chart 1 . Number of Agricultural Banks by State, December 31, 1984 

Total: 3,987 
Southeast: 187 

Source: FDIC, "Consolidated Report of Condition for Insured Commercial Banks." 

taking inflation into account, the total amount 
of agricultural banks' farm loans is considerably 
reduced. Considering farm banks in the aggre-
gate, 44.8 percent of their loan portfolio (22.8 
percent of total assets) consisted of agricultural 
loans at the end of last year. 

At the close of the 1970s, the financial status 
of agricultural banks in the United States was 
exceptionally strong, owing to the vigor of the 
farm economy and to generous programs that 
reduced risk for lenders and borrowers alike. 
Analyzed as a group, net charge offs were only 
0.2 percent of total loans, compared with 0.36 
percent for other small banks (see Table I).13 

Agricultural banks' reserve for loan losses, an 
amount influenced by bank regulators' assess-
ments of asset quality and designed to cover all 
probable loan losses, stood at 0.91 percent of 
total loans, compared with 0.92 percent for 
other small banks. At year-end 1979, earnings 
were 12.37 times loan losses at farm banks, 

while for other small banks they were a much 
lower 6.55.14 Other real estate owned (OREO) 
as a percentage of total loans plus OREO stood 
at 0.14 percent compared with 0.26 percent for 
the peer group. This suggests that farm fore 
closures by banks were a rare occurrence, for 
when a bank takes possession, the property's 
value becomes part of OREO until it is later 
sold off and becomes part of recoveries. 

Earnings at agricultural banks also were higher 
than their non-agricultural counterparts: return 
on assets (ROA) was 1.22 percent for farm 
banks and 1.04 percent for the peer banks, 
while return on equity (ROE) was 14.5 percent 
and 12.2 percent, respectively. At year-end 
1979, farm banks were slightly less well-
capitalized than peer group banks, with equity 
comprising 8.42 percent of assets for the former 
and 8.48 percent for the latter. 

The above comparison clearly indicates that 
agricultural banks' asset quality and earnings 
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Table 1. Financial Ratios of Agricultural Banks and Non-Agricultural Peer Banks, 
U.S. and Southeast 1979-1984 

1979 1981 1982 

Number of banks 
Total farm- loans ($ millions) 

Asset Quality 
NCOs/Total Loans 
Troubled Loans/Total Loans 
Loan Loss Allowance/Total Loans 
Earnings Coverage of Loan Losses 
OREO/Total Loans + OREO 

Capital 
Equity/Assets 

Earnings 
ROA 
ROE 

4,471 
20,797 

Agricultural Banks-U S 

4,417 
20,799 

4,272 
20,921 

4,189 
22,902 

4,130 
24,485 

Percent 

3,987 
24,721 

0.20 0.33 0.42 0.70 0.95 1.36 
N/A N/A N/A 4.81 5.29 6.29 
0.91 0.97 0.98 1.01 1.11 1.32 

12.37a 8.70a 7.08a 4.45a 3.26a 2.24' 
0.14 0.20 0.27 0.44 0.61 0.85 

8.42 8.66 8.75 8.84 8.94 8.94 

1.22 1.31 1.26 1.16 0.99 0.73 
14.52 15.12 14.38 13.17 11.02 8.11 

Non-Agricultural Peer Banks-U.S 

Number of banks 
Total farm loans ($ millions) 

Asset Quality 
NCOs/Total Loans 
Troubled Loans/Total Loans 
Loan Loss Allowance/Total Loans 
Earnings Coverage of Loan Losses 
OREO/Total Loans + OREO 

Capital 
Equity/ Assets 

Earnings 
ROA 
ROE 

Number of banks 
Total farm loans ($ millions) 

Asset Quality 
NCOs/Total Loans 
Troubled Loans/Total Loans 
Loan Loss Allowance/Total Loans 
Earnings Coverage of Loan Losses 
OREO/Total Loans + OREO 

Capital 
Equity/Assets 

Earnings 
ROA 
ROE 

6,566 6,753 6,685 7,078 7,159 7,111 
5,294 5,482 5,630 6,101 6,466 6,662 

Percent 

0.36 0.45 0.46 0.69 0.78 0.75 
N/A N/A N/A 5.58 5.20 5.32 
0.92 0.97 0.99 1.02 1.04 1.10 
6.55a 5.69 a 5.63 a 3.84a 3.26a 3.14a 

0.26 0.32 0.42 0.63 0.69 0.70 

8.48 8.67 8.68 8.77 8.58 8.63 

1.04 1.06 1.03 0.92 0.82 0.75 
12.23 12.18 11.91 10.53 9.52 8.73 

Agricultural Banks-Southeast 

312 300 274 248 210 187 
1,102 1,137 1,024 981 911 900 

Percent 

0.43 0.50 0.87 0.94 1.08 1.18 
N/A N/A N/A 7.44 6.90 7.40 
1.06 1.09 1.15 1.25 1.26 1.22 
6.35a 6.12a 4.03a 3.66a 3.19a 2.61a 

0.33 0.35 0.39 0.61 0.75 0.88 

8.81 9.07 9.05 9.15 9.18 9.05 

1.20 1.30 1.24 1.12 1.05 0.89 
13.62 14.35 13.73 12.29 11.39 9.86 

Number of banks 
Total farm loans ($ millions) 

Asset Quality 
NCOs/Total Loans 
Troubled Loans/Total Loans 
Loan Loss Allowance/Total Loans 
Earnings Coverage of Loan Losses 
OREO/Total Loans + OREO 

Capital 
Equity/Assets 

Earnings 
ROA 
ROE 

aEarnings coverage is a ratio, no! a percentage t igure 

Source FDIC. Consol idated Renort ot Condit ion tor Insured Commercial Banks 

Non-Agricultural Peer Banks-Southeast 

1,245 
1,027 

1,285 
1,129 

1,203 1,218 
1,067 1,105 

Percent 

1,237 
1,144 

1,194 
1,044 

0.51 0.57 0.59 0.84 1.06 0.86 
N/A N/A N/A 5.87 5.93 5.86 
1.02 1.08 1.09 1.13 1.14 1.11 
5.17a 5.13a 4.95a 3.53a 2.76a 3.07 a 

0.39 0.43 0.53 0.70 0.75 0.71 

8.64 8.67 8.74 8.74 8.73 8.94 

1.04 1.12 1.09 0.96 0.86 0.84 
12.07 12.97 12.44 11.02 9.84 9.36 
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performance were superior to non-agricultural 
peer banks' at the close of the 1970s. From 
year-end 1979 to year-end 1984, however, a 
year-by-year analysis shows the asset quality 
ratios of agricultural banks deteriorating relative 
to the peer group. Complicating the analysis is 
the fact that the 1980s have been a difficult 
period for all banks, and for small banks in 
particular. Recently, banks have been hurt by 
disinflation, not only in the farm sector but in 
oil and gas reserves, mining properties, and 
certain real estate properties as well. Unlike 
large banks, small banks have been unable to 
offset these losses with the sale of headquarters 
buildings and securities. Additionally, some 
small banks have suffered as deregulation has 
increased competition and the cost of their 
funds. Agricultural banks, nonetheless, have 
been afflicted disproportionately as many farm 
loans have soured. 

Financial ratios at other small banks as well as 
agricultural banks have generally deteriorated 
over the period 1979 to 1984. By year-end 
1982, however, most asset quality ratios for 
farm banks had become less favorable than 
those for other small banks. Net charge offs as a 
percentage of total loans (NCO/TO, for instance, 
had increased to 0.69 percent for non-farm 
banks by 1982, and had risen to 0.70 percent 
for farm banks. By 1984, NCO/TL reached 0.75 
percent for other small banks, but had leaped 
to 1.32 percent for farm banks (see Chart 2). By 
the end of last year, farm banks' earnings were 
only 2.24 times loan losses, compared with 
3.14 for nonagricultural peer banks, and down 
from 12.37 at the end of 1979. Interestingly, 
farm banks still maintained higher earnings 
until 1984, when return on assets and return on 
equity dipped under the corresponding values 
for other small banks. At year-end 1984 agricul-
tural banks' ROA was 0.73 percent, down from 
0.99 percent just a year earlier, while ROE 
declined sharply from 11.0 percent to 8.1 
percent from 1983 to 1984 (see Chart 3). 
Agricultural banks' rural locations and isolation 
from major competition may explain their his-
torically higher levels of profitability. 

The ratio of troubled loans to gross capital 
can be a touchstone for asset quality.15 Troubled 
loans exceeding gross capital is considered a 
leading indicator of potential problems. At 
year-end 1984, 200 or 5 percent of all agricultural 
banks had troubled loans in excess of gross 
capital (see Chart 4). These banks are located 
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primarily in the Midwest and certain western 
states. 

Agricultural Banks in the Southeast 
Relatively few of the nation's 3,987 agricul-

tural banks are located in the Southeast The 
region's 187 agricultural banks account for 
only 4.7 percent of the nation's total, while 
their $900 million in farm loans make up only 
3.6 percent of all farm loans held by agricultural 
banks. Viewed from this perspective, the farm 
bank problem in the Southeast is of relatively 
small magnitude, especially when compared 
with the Cornbelt and Plains states where most 
farm banks are located. Moreover, southeastern 
commercial banks are less dependent on farm 
loans, and farm debt is less concentrated in the 
region's farm banks. 

Of the Southeast's $21.7 billion in farm debt 
as of December 31,1983, only 15.1 percent or 
$3.3 billion was held by commercial banks 
compared with a national figure of 22 percent 
(see Chart 5). Considerably greater percentages 
of farm debt in the region are held by Federal 
Land Banks and the Farmers Home Administra-
tion. Farm debt at all the region's commercial 
banks comprises only 3.4 percent of their total 
loan portfolio compared with 4.4 percent for 
the nation. Moreover, this debt is distributed 
more evenly among commercial banks in the 
Southeast, thus reducing the number of banks 
meeting the agricultural bank criteria Farm 
banks hold only 27.7 percent of the agricultural 
loans held by all commercial banks in the 
Southeast, while nationally farm banks hold 
just over half or 50.7 percent of such debt. 

Among agricultural banks, too, the farm debt 
is distributed more evenly. Nationally, 35.1 
percent of all agricultural banks have between 
50 and 75 percent of their loans in the agricul-
tural sector, and 7.3 percent hold more than 75 
percent farm loans. In contrast only 9.1 percent 
of agricultural banks in the Southeast have 
between 50 and 75 percent agricultural loans; 
none holds more than 75 percent farm loans. 
Hence, a far smaller proportion of farm banks 
in the Southeast have high concentrations of 
agricultural debt, especially compared with 
regions such as the Cornbelt and Plains states. 

Since the number of southeastern agricultural 
banks has dwindled from 312 in 1979 to 187 in 
1984, the total farm debt to agricultural banks 
has also declined—from $1.1 billion to $.9 billion 
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Chart 4. Agricultural Banks Where Troubled Loans Exceed Gross Capital, 
by State, December 31, 1984 

K E Y 

N u m b e r of agricultural banks w / t roub led loans 
in excess of gross c a p i t a l 

U.S. Southeast 

% of 
N o Total 

% of 
No. Total 

2 0 0 5 . 0 2 7 3 .74 

Source: FDIC, "Consolidated Report of Condition for Insured Commercial Banks." 

in the same period. Total farm debt at all 
commercial banks in the Southeast increased 
over this period. Because agricultural banks in 
the Southeast are relatively few and only a 
small percentage are highly concentrated in 
agriculture, we would not expect the region's 
farm bank problem to be critical. 

Until recently, southeastern agricultural banks' 
performance failed to match that of U.S. agricul-
tural banks in general. Net charge offs were 
lower for U.S. agricultural banks than for their 
southeastern counterparts until 1984, when 
the U.S. figure rose markedly (see Chart 2). 
Likewise, Southeastern agricultural banks were 
less profitable than U.S. agricultural banks until 
1983, when profitability for the latter started 

dropping more rapidly. Additionally, south-
eastern farm banks were still more profitable 
than other small banks even at year-end 1984 
(see Chart 3). Consequently, it would seem 
that the downturn in the farm economy did not 
burden southeastern agricultural banks to the 
same extent as those in other parts of the 
country. 

Profitability for southeastern agricultural banks 
in 1984 registered second best out of seven 
regions in Table 2. Profitability for agricultural 
banks in the Great Lakes, Plains, and Cornbelt 
regions ranked five, six, and seven, respectively. 
Only 8.6 percent of southeastern farm banks 
had negative net income, which was second 
best of the seven regions. 
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Chart 5. Distribution of Agricultural Debt, U.S. and Southeast 
December 31, 1983 

Percentage of Total Farm Debt by Lender 
U.S. Southeast 

Farmers 
Administrat ion 

1 0 . 6 

Federa l 
Bank 
2 2 . 0 

Banks 
22 .7 

Product ion 
Credit 

Associat ions 
8.9 

Others 
2 9 . 9 

Total = $ 2 0 1 billion Insurance 
6.8 

C o m m e r c i a l 
Banks 

15.1 

Tota l = $ 2 1 . 7 billion 

Federa l 
Bank 
28 .5 

Farmers 
Administrat ion 

22.0 

Product ion 
Credit 

Associat ions 
9.2 

Farm Debt as a Percentage of Total Debt at Commercial Banks 

U.S. Southeast 

Total = $ 1 , 1 0 6 billion Tota l = $ 9 7 . 7 billion 

Farm Debt Held by Commercial Banks 
U.S. Southeast 

All U.S. Farm Banks: 4 4 . 8 % All Sou theas t Farm Banks: 3 4 . 5 % 

Banks 
5 0 . 7 

Agricultural 
Banks 
2 7 . 7 

Total = $ 4 8 . 3 bil l ion Tota l = $ 3 . 3 billion 

Number of Agricultural Banks by Percentage Farm Loans 

Over 7 5 % 

2 5 - 5 0 % 

5 0 - 7 5 % 

2 5 - 5 0 % 

Farm Loans / 
Total L o a n s 

Southeast 
Farm Loans / 
Total Loans 

Source: USDA and FDIC, "Consolidated Report of Condition for Insured Commercial Banks." 
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That southeastern farm banks have not been 
as hard hit by the farm credit crisis as those in 
the central regions of the country is further 
supported by the distribution of troubled farm 
banks as determined by the Comptroller of the 
Currency. As of September 30, 1984, 237 agri-
cultural banks were on the Comptroller of the 
Currency's list of 755 nationally-chartered problem 
banks. Only one of these, a Mississippi farm 
bank, was located in a southeastern state. An 
analysis of asset quality of U.S. agricultural banks 
identifies 200 whose troubled loans exceeded 
gross capital at December 31, 1984; only seven 
of these agricultural banks, however, were in the 
Southeast (two each in Louisiana and Mississippi 
and three in Tennessee; see Chart 4). 

Farm banks in the Southeast, however, have 
not entirely escaped the consequences of the 
depressed farm economy. As Table 2 indicates, 
net charge offs of farm loans were 1.75 percent 
for the region's agricultural banks, much higher 
than the 1.18 percent net charge offs for all 
loans by these banks, and exceeded only by 
the Cornbelt and Plains regions.16 (Because of 
the large number of farm banks in those two 
regions, however, net charge offs of farm loans 
by southeastern farm banks are still somewhat 
below the national average.) Southeastern farm 
banks, however, had a higher percentage of 
troubled loans than the national average, being 
exceeded by only one other region. Small 
banks are not required to break out all of the 
troubled loan categories for farm loans, and so 
we do not know just how many of these 
troubled loans are agricultural loans. In some 
cases, however, it can be determined that 
most, if not all, of a bank's troubled loans are 
agricultural loans.17 The level of troubled loans 
for southeastern agricultural banks suggests 
that some of these banks may experience 
future difficulties. 

State-by-State Analysis 
The asset quality of Alabama's 25 agricultural 

banks looks relatively strong. Although their 
net charge offs as a percentage of total loans 
were fairly high—fifth out of six southeastern 
states—no individual Alabama farm bank had 
net charge offs in excess of 30 percent of gross 
capital, ortroubled loans greaterthan 60 percent 
of gross capital. As a group, Alabama agricultural 
banks had the lowest troubled loans to gross 

capital and highest equity over assets ratios, 
indicating good capitalization, and they had 
the second highest ROA (see Table 2). 

Florida's five agricultural banks, likewise, have 
healthy asset quality. No Florida agricultural 
bank had net charge offs greater than 5 percent 
of capital; they had the lowest percentage of 
net charge offs, the second lowest percentage 
of troubled loans, and the best earnings coverage 
of loan losses. 

Georgia has both the greatest number of 
farm banks in the Southeast (55) and the most 
profitable. In addition, its farm banks' percent-
ages of net charge offs and troubled loans were 
below the regional averages and they had the 
second highest earnings coverage of loan losses. 
Nonetheless, a look at individual farm banks in 
Georgia reveals a few with high troubled loans 
and/or net charge offs, some of which also had 
substantial losses.18 Poor asset quality for these 
agricultural banks can be attributed as much to 
other loans as to farm loans. 

Louisiana's 30 agricultural banks had the 
second lowest percentage of net charge offs, 
the second highest ROE and third highest ROA 
for the region, and only one bank suffered 
losses. The high level of t roub led loans at 
Louisiana's farm banks, however, is cause for 
concern. A look at individual farm banks in the 
state with high levels of troubled loans reveals 
a much higher percentage of troubled farm 
loans than total troubled loans. Few of Louisiana's 
agricultural banks now are experiencing major 
difficulties, yet the potential remains because 
of the high percentage of troubled farm loans. 

While Mississippi's 34 agricultural banks had 
net charge offs below the national rate, and 
only marginally above that for the Southeast, its 
net charge offs of farm loans, at 2.07 percent, 
were well above the national average. Of the six 
southeastern states, Mississippi's agricultural 
banks were also the least profitable, four banks 
having experienced losses. Earnings at Missis-
sippi's farm banks were only twice the level of 
net charge offs, the lowest for the region. 
Although their percentage of troubled loans 
was somewhat less than that of the region, the 
ratio of troubled loans to gross capital was 
second highest of the six southeastern states, 
owing primarily to Mississippi farm banks' low 
equity to assets ratio. A small number of Missis-
sippi's agricultural banks have worrisome levels 
of troubled loans, which in part can be attributed 
to poorly performing agricultural loans. 
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Table 2. Financial Ratios of Agricultural Banks by Region and State as of December 31, 1984 

Farm Net Charge Offs 
Total Loans/ Farm 

Number Farm Total Loans Troubled Loans/ 
Agricultural of Banks Loans Loans Total Total Loans 

Banks number percent ($ millions) (percent) 

IS. 3,987 100.0 24,721 44.8 1.36 1.87 6.29 
legion3 

6.16 Cornbelt 1,375 34.5 8,619 43.3 1.38 2.25 6.16 
Great Lakes 602 15.1 3,333 42.8 1.03 1.72 6.69 
Mid-Atlantic 105 2.6 498 33.5 0.83 1.38 4.83 
Mountain 186 4.7 1,494 43.3 1.19 1.31 8.75 
Plains 1,075 27.0 6,998 54.9 1.64 1.98 5.85 
Southeast 187 4.7 900 33.6 1.18 1.75 7.40 
South-Central 424 10.6 2,632 41.0 1.43 1.10 5.31 

State 
Alabama 25 13.4 66 31.8 1.28 1.73 6.02 
Florida 5 2.7 18 34.9 0.46 0.61 6.38 
Georgia 55 29.4 187 34.1 0.98 1.35 6.63 
Louisiana 30 16.0 211 33.2 0.91 1.15 8.40 
Mississippi 34 18.2 240 37.9 1.25 2.07 7.31 
Tennessee 38 20.3 178 29.7 1.61 2.68 7.68 

Agricultural 
Banks 

Earnings 
Coverage of 
Loan Losses 

Troubled 
Loans/ 

Gross Capital 
Return 

on Assets 
(percent) 

Number of Banks 
Return with Negative Equity/ 

on Equity Net Income Assets 
(percent) 

U.S. 2.24 33.06 0.73 8.11 528 8.94 
Region3 

8.90 Cornbelt 2.17 31.59 0.65 7.32 191 8.90 
Great Lakes 2.42 39.41 0.74 8.35 60 8.83 
Mid-Atlantic 3.70 22.82 1.02 10.86 5 9.41 
Mountain 2.51 49.43 0.79 9.01 25 8.72 
Plains 2.05 30.92 0.72 8.01 170 9.01 
Southeast 2.61 36.88 0.89 9.86 16 9.05 
South-Central 2.38 25.92 0.82 8.97 55 9.09 

State 
Alabama 2.95 22.06 
Florida 6.08 25.18 
Georgia 3.57 28.29 
Louisiana 3.07 47.30 
Mississippi 1-98 41.87 
Tennessee 2.15 40.00 

1.00 9.75 2 10.23 
0.90 9.34 1 9.66 
1.09 11.08 3 9.81 
0.98 10.96 1 8.92 
0.60 7.32 4 8.25 
0.86 9.92 5 8.66 

aRegions comprise the following states Northeast and West regions are omitted because of an insignificant number of agricultural banks. 

Cornbelt - Illinois, Indiana Iowa. Missouri, Ohio 
Great Lakes - Michigan, Minnesota, Wisconsin 
Mid-Atlantic - Delaware, Kentucky. Maryland, North Carolina South Carolina Virginia West Virginia 
Mountain - Colorado, Idaho, Montana New Mexico, Wyoming 
Plains - Kansas, Nebraska North Dakota South Dakota 
Southeast - Alabama Florida Georgia Louisiana Mississippi, Tennessee 
South-Central - Arkansas Oklahoma Texas 

Source: FDIC, "Consolidated Report of Condition for Insured Commercial Banks" 
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As a group, Tennessee's 38 farm banks 
performed most poorly in the region, experi-
encing the highest percentage of net charge 
offs, the second highest percentage of troubled 
loans, and the second lowest return on assets. 
At 2.68 percent, Tennessee's farm banks also 
had the highest net charge offs of farm loans, 
well above the national average. Several of 
Tennessee's agricultural banks had high pro-
portions of troubled loans, high levels of net 
charge offs, or both; and about half of these 
had losses. Not in all cases, however, could poor 
asset quality at these banks be attributed to agri-
cultural loans. Farm loans appeared to be a 
source of strength for some of these banks, with 
none of their loans charged off and very few past 
due. 

Of the six southeastern states, Florida and 
Alabama agricultural banks have the fewest 
problems, as none has major asset quality 
woes. Farm loans at agricultural banks for 
both these states combined, however, comprise 
less than 10 percent of the total for the region. 
Georgia has a few farm banks with shaky asset 
quality, but none is in serious condition. The 
asset quality of a few agricultural banks in 
Louisiana and Mississippi is a bit worse, particu-
larly in Louisiana because of the high percentage 
of troubled loans in several banks. The few farm 
banks in Tennessee with poor asset quality 
appear to be experiencing the greatest problems, 

'Federal Deposit Insurance Corporatioa 
2 John F. Downey, the OCC's chief national bank examiner, made this 
comment in "Evolution of the Examining Process," which he presented to 
the Investment Management Institute in New York on March 27,1985. 

3Wendy L Wall, "Sudden Worsening of Nation's $37 Billion Farm-Export 
Market May Postpone Recovery in the Troubled Agricultural Economy," 
The Wall Street Journal, (March 25, 1985). 

4 An American Bankers Association survey indicates that 14 percent of 
responding agricultural banks' farm borrowers will not receive continued 
operating credit for the 1985 production season because of deteriorated 
financial conditions Of the responding banks, 76 percent indicated that 
farm real estate values had decreased an average of 19 percent in 1984, 
while 69 percent expected farm real estate to decrease another 11 
percent in 1985. (American Bankers Association, "Special Informal 
Survey: Agricultural Credit Conditions," January 1985). 

5Keefe, Bruyette & Woods, Inc, "Agricultural Banks Reap a Grim Harvest" 
Keefe Bankreview: Banking Industry Study, vol 30 (December24,1984). 

6See footnote 3. 
'Economic Research Service, "The Current Financial Condition of Farmers 
and Farm Lenders," Agriculture Information Bulletin no 490 (USDA 
March 1985), p. 9. 

"Soybeans account for approximately 48 percent of total acreage planted 
in crops in the Southeast and 20 percent of the region's income from 
crops 

"For a more detailed explanation of the administration's debt assistance 
program and modifications in the Federal Reserve's seasonal borrowing 
program for farm banks see Mark Drabenstott and Marvin Duncan, "Farm 
Credit Problems: The Policy Choices," Economic Review, Federal Reserve 
Bank of Kansas City, voL 70 (March 1985), pp. 3-16. 

,0The Federal Reserve Board used a ratio of 17 percent farm loans over 
total loans to identify eligible banks 

" S R . Johnson, et aL,"The Administration's Proposal forthe 1985 Farm Bill: 
An Evaluation and Analysis," FAPRI Staff Report no. 3-85 (March 1985). 
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judging from their high percentage of net charge 
offs and troubled loans and poor, often negative 
earnings, but farm loans are not always the 
cause of their problems. 

Summary 

Compared with harder hit areas of the country, 
the agricultural bank problem in the Southeast 
is small. There are a number of reasons why 
agricultural banks in the region have been less 
adversely affected than those in other regions. 
Farming plays a less dominant role in the rural 
economies of the Southeast compared with other 
regions, such as the Cornbelt and Plains states, 
and most southeastern farmers rely on second-
ary sources of income. In addition, farm debt in 
the Southeast is less concentrated: a much 
smaller portion is held by commercial banks, and 
of this only about a quarter is held by farm banks 
versus nearly half for the United States. And, agri-
cultural loans constitute a smaller percentage of 
the total loan portfolio for southeastern banks; 
only a handful report greater than 50 percent 
agricultural loans. Farm banks in the Southeast, 
therefore, are not as vulnerable to the vagaries of 
the agricultural economy. Nonetheless, a few 
agricultural banks in the Southeast are experiencing 
major asset quality problems, which often, but 
not always, can be attributed to poorly performing 
agricultural loans. 

NOTES 

"This definition was used in "A Financial Perspective on Agriculture," 
Federal Reserve Bulletin, voL 70 (January 1984), and in other studies 
made by the staff of the Federal Reserve Board. 

,3Other small banks (Le non-agricultural peer banks) are defined as non-
farm banks with total assets less than or equal to the 95th percentile of 
total assets for farm banks; in all cases this was less than $80 million. 

'•Earnings coverage of loan losses is defined as net income plus provision 
for loan losses (the amount added to the loan loss allowance out of net 
income) divided by net charge offs Hence, the ratio indicates the number 
of times net charge offs are covered by earnings 

15Troubled loans are defined as the sum of past due loans(30 days or more), 
renegotiated loans and non-accruing loans Gross capital is the sum of 
total equity, subordinated debt and the allowance for loan losses 

,6For banks with assets over $300 million, net charge offs of farm loans 
apply to farm production loans Banks with less than $300 million assets 
however, are allowed to use an internal definition of agricultural loansand 
net charge offs of farm loans for these banks apply to their internally 
defined agricultural loans Banks with assets of $25 million or less are not 
required to report the amount of their internally defined agricultural loans 
therefore, their farm production loans are used as a rough estimate in 
calculating net charge offs of farm loans since in many cases a bank's 
internal definition of agricultural loans roughly corresponds to farm 
production loans Because of inconsistent and incomplete reporting 
requirements this ratio should be considered an estimate and used with 
caution. 

1 rAll banks are required to break out past due agricultural loans from the 
past due categories For many agricultural banks troubled loans were 
composed entirely or almost entirely of past due loans hence, we are 
able to determine the magnitude of troubled farm loans for these banks 

18For purposes of this discussion, banks are considered to have high levels 
of troubled loans when troubled loansexceed 60 percent ofgross capital. 
Banks with net charge offs exceeding 30 percent of gross capital are 
considered to have high net charge offs 
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Larry A. Frieder 

Florida's 
Interstate Banking 
Debate 

Attempting to avoid excessive concentration in Florida 
and to retain some local control of banking in the state, legislators 
chose a regional reciprocity approach to interstate banking. 

Market forces have propelled this country into 
interstate banking despite federal and state stric-
tures against branching across state lines. Through 
various methods, bank and nonbank providers 
of financial services have circumvented these 
prohibitions and expanded their offerings out-
side their headquarters states. Federal limitations 
remain, but some states are pursuing provisions 
to allow at least limited interstate banking. 

Recognizing the continuing strength of market 
forces moving the nation toward interstate bank-
ing, waxing impatient with congressional inaction, 
and judging that interstate banking would benefit 
their individual and corporate citizens, various 
state legislatures have liberalized their banking 
legislation. Such laws vary from Maine's wide-
open invitation to all out-of-state bank holding-
companies, which does not require reciprocal 
treatment for resident banks, to several states' 
regional reciprocal interstate banking legislation. 

The author is a professor of banking and finance at Florida 
A&M University in Tallahassee. 

In considering such laws, states have been forced 
to balance the probable effects on the general 
public and on specific groups of retaining the 
status quo versus introducing interstate banking. 

Florida enacted a regional reciprocal interstate 
banking law last June, after considering most 
issues other states will face as they assess the 
costs and benefits of liberalizing geographic 
restrictions. The Florida Legislature thoroughly 
debated an interstate banking law both before 
and during its 1984 session. In that debate it 
benefited from a special study it had commissioned 
to analyze the issue and its ramifications.1 

Questions addressed in Florida's interstate 
banking debate have peppered academic writings 
for many years, but they took on a new flavor in 
their regional setting. The debate, reflected in 
the study group's report, also went into the 
practical considerations affecting special interests. 
Thus, the state's experience in passing a regional 
banking law should demonstrate how issues and 
evidence on interstate banking might be applied 
practically, as well as revealing how these matters 
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were handled in the political process. This article 
analyzes the issues that the Florida Legislature, 
its study group, the governor, and consumers 
confronted as they moved toward interstate 
banking, and looks at the bill that developed 
from that process. 

Florida Banking Legislation 
The "Intersouth Bill," interstate banking legis-

lation that featured a regional reciprocity approach, 
first introduced the issue in the Florida Legislature 
in 1979. The bill passed only one chamber, but 
the issue touched off a controversy in Florida that 
became increasingly active in succeeding years. 

In 1984, after much planning, two interstate 
bills were introduced in the Florida Legislature 
(see box). Both proposed regional interstate 
banking; however, one bill at first permitted 
limited nationwide reciprocal banking followed 
by full reciprocity after a relatively short time, 
while the other allowed neither. The study com-
missioned by legislators in preparation for the 
debate over these bills was submitted in January 
1984. An advisory group of banking industry 

representatives appointed by the governor pro-
vided further guidance. 

A coalition led by the Florida Bankers Association 
and the Florida Registered Banking Holding 
Company Association aligned with the governor's 
advisory committee to support the purely regional 
bill. This position became the middle ground 
between a group led by the Florida Independent 
Bankers Association, which opposed any form of 
interstate banking, and a group led by money 
center banks supporting national banking at a 
future date. 

The law that the Florida Legislature eventually 
passed defines a "region" covering 11 states-
Alabama, Florida, Georgia, Louisiana, Maryland, 
Mississippi, North Carolina, South Carolina, Ten-
nessee, Virginia, and West Virginia—and the 
District of Columbia (see box). This territory 
spans all of the Fifth and Sixth Federal Reserve 
Districts. The law allows only for the acquisition 
of banks and bank holding companies already 
operating in Florida It forbids de novo entry, by 
which an out-of-state banking organization would 
establish and acquire a new bank charter in the 
host state. To be acquired, a bank must have 

Interstate Banking Bills Introduced into 
Florida Legislature in 1 9 8 4 

House bill: Regional reciprocal banking without a 
national trigger. 

Effective date: July 1, 1985 or on the date on which 
states having 20 percent of the region's (excluding 
Florida's) deposits in effect have reciprocal banking 
laws with respect to Florida 

Region: Alabama District of Columbia Florida Georgia 
Louisiana Maryland, Mississippi, North Carolina South 
Carolina Tennessee, Virginia and West Virginia 

Acquiring institutions: By charter bank holding com-
panies only. 

Acquiring institutions: By location; bank holding com-
panies whose principal place of business is in a state in 
the region, 80 percent of whose deposits are in banks 
within the region, and which are not controjled by a 
bank holding company outside the region. 

Reciprocity. Laws of all states in which an outside 
bank holding company has subsidiaries must extend 
reciprocity to Florida before an outside company can 
acquire a Florida bank 

De novo: An acquired bank must have been in 
existence and operating continuously for at least two 
years All bank subsidiaries of an acquired holding 
company must have been in existence and operating 
continuously for at least two years 

Nonseverability If courts declare invalid any provision 
of the law pertaining to terms conditions and limitations 

of interstate acquisition of Florida banks the entire law 
will be null and void. 

Sunset provision: The law is repealed if within five 
years no other state has passed a reciprocal banking 
law with respect to Florida. 

Senate bill: Reciprocal interstate banking with limits 
on the size of out-of-region acquisitions for a five-year 
period. 

Effective date: Upon becoming law. . 
Region: Same as House bill. 
Acquiring institutions: By charter; bank trust company, 

and bank holding company. 
Acquiring institutions: By location; institutions in any 

state that allows Florida bank holding companies to 
acquire banks Bank holding companies from outside 
the region may not acquire a bank with more than $400 
million in assets and may make no more than one 
acquisition per year. This provision lapses at the end of 
five years 

Reciprocity Same as House bill. 
De novo: An acquired bank, trust company, or bank 

holding company must have been in existence and 
operating continuously for at least 5 years 

Nonseverability: Not mentioned. 
Sunset provision: None. 
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been organized and operating for at least two 
years; all banks owned by a bank holding com-
pany (BHC) likewise must meet this test 

In defining a "regional bank holding company," 
the bill states that a BHC must derive"more than 
80 percent of the total deposits of the bank 
subsidiaries of which are held by regional bank 
subsidiaries located within the region" and must 
not be "controlled by a BHC other than a 
regional bank holding company." To prevent out-
of-region banks from "leapfrogging" into Florida 
by acquiring a bank in another of the region's 
states, the bill calls for divestiture of Florida 
subsidiary banks within two years if a Florida or 
regional BHC ceases to be such an organization 
as defined in the bill. 

The bill includes a non-severability provision 
stating that if any of the terms or limitations of 
interstate acquisitions of Florida banks and BHCs 
is declared invalid by any Florida or federal court, 
or if any federal agency authorizes the acquisition 
of a Florida bank or BHC other than is authorized 
in the bill, then the entire statute becomes null 
and void. However, this would not invalidate 
transactions lawfully consummated prior to such 
determination. 

Influencing Factors 
Six factors were particularly important in the 

Florida interstate decision. 1) Florida's economy 
and its deposit base in commercial banks and 

thrift institutions have grown rapidly. 2) Business 
lending by Florida banks has not kept pace with 
deposit growth. 3) Over the past decade, the 
state passed a series of increasingly liberal laws 
governing banks' geographic expansion. 4) Some 
large Florida banks have taken advantage of 
these liberalized powers to gain size by consoli-
dating with other large Florida banks. 5) Although 
they have swelled fast, Florida banks have not 
reached the size of money center or large regional 
banks. 6) Through various means, banks and 
thrift institutions from outside Florida have entered 
the state to provide residents with many interstate 
banking services. 

As Table 1 indicates, since 1970 deposit growth 
at banks and thrifts in Florida has far exceeded 
that in neighboring states and the nation. At 
midyear 1984, Florida boasted a pool of more 
than $115 billion in deposits. This pool seems 
likely to grow rapidly, providing a strong incentive 
for non-Florida banks to move into the market in 
any way they can. Therefore, Florida has been 
viewed as a prime target for BHCs looking to 
expand through interstate acquisition. 

While Florida banks and thrifts were gathering 
a large inventory of deposits, they were making a 
majority of their loans to individuals. Until their 
powers were expanded in 1982, thrifts were 
unable to extend many business loans. Since that 
time, they have used their new powers only 
sparingly.2 Business loans made up a smaller part 

Table 1. Deposits and Deposit Growth for Florida Nearby States and United States 1970-1984 

Commercial Banks and Savings and Loan Associations 

Deposits ($ billions) Percent Change 

1970 1975 1980 1984 1970-84 1975-84 1980-84 

Alabama 6.1 11.6 18.5 23.8 290.2 105.2 28.6 
Florida 22.1 46.0 83.4 115.8 424.0 151.7 38.8 
Georgia 9.7 17.8 28.0 38.9 301.1 118.5 38.9 
North Carolina 10.0 18.3 27.4 38.5 285.0 110.4 40.5 
South Carolina 3.9 7.1 11.8 17.0 335.9 139.4 44.1 
United States 683.3 1,150.8 1,820.1 2,335.7 241.8 103.0 28.3 

Source; Federal Reserve Board, "Report of Condition"; and FHLBB, Combined Financial Statements "Thrift Institution Activity in November" January 4 
1985, and Fourth FHLB District "Selected Balance Sheet Data" Table 2. 

22 MAY 1985, E C O N O M I C R E V I E W 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



of banks' portfolios in Florida than in other states 
or the nation as a whole (see Table 2). 

Although Florida was traditionally a unit banking 
state, since the early part of this century various 
groups and chains of banks have operated there. 
The multibank holding company organizational 
form existed in the state before the Bank Holding 
Company Act of 1956, and so Florida never has 
had a statute prohibiting them. Over the 1968-
1973 period, Florida bank holding companies 
acquired independent banks aggressively to avoid 
the restrictions of unit banking. 

During the recent past, Florida's bank structure 
laws have been liberalized increasingly. For ex-
ample, in 1975 bank branching laws were loosened 
to allow banks to establish drivein and walk-up 
facilities. These outlets could provide limited 
services remote from the head office, despite the 
constraint that banks must operate primarily at 
one location. Also in that year the state's original 
branch banking law was passed, although it did 
not become effective until January 1,1977. This 
law enabled a bank to establish two branches a 
year within the county in which it was located. 
Furthermore, any bank could establish branches 
by merging with another bank within its home 
county. In 1977 the law was amended to specify 
that drive-in or walk-up facilities converted to 
branches were not to be considered among the 
two branches authorized per year. 

Pressures for expanded banking activity across 
county lines prompted a 1979 amendment of 

Table 2. Business Loans at Commercial Banks 
in Florida Nearby States, and 
United States, June 1984 
(as percent of total assets) 

Loans Assets Percent 
($ billions) 

Alabama 2.6 22.6 11.5 

Florida 8.0 70.4 11.4 

Georgia 4.6 35.2 13.1 

North Carolina 6.7 26.5 25.3 

South Carolina 1.5 11.8 12.7 

United States 353.1 1,992.3 17.7 

Source: Federal Reserve Board, "Report of Conditioa" 

the branching/merger law to permit merger with 
any Florida bank that had been incorporated for 
at least three years. The merged bank was free to 
establish two branches a year within its home 
county. In 1981, the Florida Legislature finally 
removed limitations on the number of branches 
a bank could establish each year in its home 
county. Cross-county branching, however, still is 
restricted because it must occur through merger 
with a bank that has been incorporated at least 
three years. The 1981 amendment will remain in 
effect until 1986, when it comes up for legislative 
review. 

Florida banks, particularly bank holding com-
panies, have used these expanded merger and 
branching capabilities widely. Southeast Banking 
Corporation, for example, has merged all its bank 
subsidiaries statewide into a single bank Barnett 
Banks and Sun Banks also have merged and 
branched significantly but remain multibank hold-
ing companies. 

Table 3 highlights some trends in the develop-
ment of Florida's banking structure. As a result of 
more liberal branching and merging laws, the 
number of banks in Florida declined from 680 in 
1977 to454 at midyear 1984. However, over the 
same years the number of offices increased from 

Table 3. Changes in Florida Banking Structure, 
1977 and 1984 

1977 
June 
1984 

Number of banks 680 454 

Number of offices 1,198 1,453 

Number of bank holding 
companies 46 100 

Percentage of state's deposits 
in bank holding companies 75.8 89.1 

Number of multibank holding 
companies and large one-
bank holding companies 29 26 

Percentage of deposits in 
multibank and large one-
bank holding companies 70.7 73.8 

Source: Federal Reserve Board, "Report of Condition," and Annual Sta-
tistical Digest 1973-1977, Table 76, page 286. 
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1,198 to 1,453. Independent banks and small one-
bank holding companies maintained their market 
share of deposits in comparison with Florida's 
multibank holding companies, which in 1977 
held 71.4 percent of Florida's bank deposits and 
at midyear 1984 controlled 74.7 percent. 

Comparison of the 20 largest Florida bank 
holding companies as of December 1980 and 
June 1984 is revealing because it outlines the 
major consolidations in Florida banking in the 
1980s (see Table 4). Eight of the ten largest 
banking organizations in the state in 1980 either 
have made major acquisitions of banking assets 
or merged into a larger organization. Only three 
of the banks ranked 11 through 20 in 1980 still 
remain. NCNB purchased Exchange, Gulfstream, 
and Ellis; Barnett purchased First Marine and 
Great American; and Sun purchased both Century 
and Flagship. 

As principal results of this consolidation activity 
the number of large Florida-based banks com-
peting in the state has diminished, the survivors 
have expanded, and the statewide concentration 

ratio (that is, the percentage of deposits 
controlled by the state's largest banking organi-
zations) increased from 67.5 percent in 1980 to 
77.2 percent in 1984.3 Despite the consolidation 
of Florida's larger banks over the years, even the 
state's largest banks remain small relative to 
money center banks and to large regional banks 
in other areas. Only two Florida banking organi-
zations ranked among the nation's 50 largest as 
of June 1984. 

Florida's attractive market has induced many 
out-of-state financial institutions to use various 
methods to offer banking services in the state, a 
trend confirmed in the study commissioned by 
the state legislature. Although Florida has not 
explicitly permitted out-of-state bank entry, the 
study group noted, three organizations were 
"grandfathered" via a 1972 Florida statute. Of 
thethree—NCNB Corporation (North Carolina), 
Northern Trust Company (Chicago), and Royal 
Trust Company (Canada)—only N C N B has ex-
ploited its grandfathered status aggressively, ac-
quiring three Florida multibank holding companies 

Table 4. Twenty Largest Florida Banking Organizations, 
1980 and 1984 1980 

Share of State 
Deposits Deposits 

Organization ($ billions) (percent) 
•Southeast Banking Corporation, Miami 4.53 11.27 
Barnett Banks of Florida Ino, Jacksonville 3.70 9.20 
Sun Banks of Florida Ina, Orlando 2.92 7.26 
Flagship Banks, Ina, Miami Beach 2.02 5.02 
Florida National Banks of Florida Ina, Jacksonville 1.99 4.95 
First Florida Banks Ina, Tampa 1.69 4.20 
Atlantic Bancorporation, Jacksonville 1.60 3.98 
Ellis Banking Corporation, Bradenton 1.06 2.64 
Landmark Banking Corporation of Florida 

Fort Lauderdale 1.04 2.59 
Southwest Florida Banks Ina, Fort Myers .96 2.39 
Century Banks Ina, Fort Lauderdale .92 2.29 
Exchange Bancorporation, Ina, Tampa .90 2.24 
Pan American Bancshares, Ina, Miami .68 1.69 
ComBanks Corporation, Winter Park .61 1.52 
Florida Commercial Banks Ina, Miami .52 1.29 
Gulfstream Banks, Ina, Boca Raton .49 1.22 
First Marine Banks Ina, Riviera Beach .41 1.02 
First Bankers Corporation of Florida Pompano Beach .39 .97 
City National Bank Corporation, Miami .37 .92 
First State Banking Corporation, Miami .35 .87 

Total 67.53 

Source: Federal Reserve Board, "Report of Condition." 
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as well as independent banks in Lake City and 
Miami. Royal Trust, after reversing its earlier 
decision to buy Flagship, has agreed to be ac-
quired by Florida National. Northern Trust is 
converting its trust offices into commercial banks, 
but has not proposed to acquire any existing 
Florida organizations. 

Florida savings and loan associations have 
constituted a major part of the national interstate 
merger movement of S&Ls under emergency 
approvals by the Federal Home Loan Bank Board. 
To date, nine Florida S&Ls have merged into six 
California S&Ls. Only one banking organization 
(Citicorp) has entered Florida via the Cam-St 
Germain Act's avenue for expanding interstate 
by acquiring troubled institutions.4 

As of late 1982, out-of-state banks had estab-
lished 372 nonbank offices, 6 loan production 
offices, and 25 Edge Act offices in Florida. The 
loan production activity in Florida probably is 
understated because several banks service Florida 
from loan production offices in Atlanta Moreover, 
Florida already is covered by many nonbank 

offices of out-of-state lenders who have not set 
up such loan offices. Only three Florida-based 
bank holding companies are among the nation's 
139 that conduct interstate nonbank activities. 
Of the remaining 136, fully 51 BHCs have estab-
lished offices in Florida Out-of-state banks cur-
rently accept deposits of Florida residents (al-
though they book these deposits out-of-state), 
aggressively sell large certificates of deposit, 
market credit cards, send business loan calling 
officers, offer cash management and electronic 
funds transfer devices, and provide correspon-
dent services across state lines into Florida. 

Nonbank competition with commercial banks 
has increased dramatically over the past decade. 
On a nationwide basis, nonbanks now comprise 
the majority of the firms with the highest 
earnings from financial seivices. Nondepository 
institutions dominate lists of the largest pro-
viders of consumer installment credit, auto-
mobile credit, commercial mortgage loans, and 
business lease financing. 

June 1984 

Organization 
Barnett Banks of Florida Ino, Jacksonville 
Sun Banks, Inc., Orlando 
Southeast Banking Corporation, Miami 
Florida National Banks of Florida Inc., Jacksonville 
NCNB Corporation, Charlotte, North Carolina 
Landmark Banking Corporation of Florida 

Fort Lauderdale 
Atlantic Bancorporation, Jacksonville 
First Florida Banks, Ine, Tampa 
Pan American Banks Inc., Miami 
First Bankers Corporation of Florida Pompano Beach 
First Marine Bank & Trust Company of Palm Beach, 

Delray Beach 
Florida Commercial Banks, Ine, Miami 
Republic Banking Corporation of Florida Miami 
First American Bank & Trust, North Palm Beach 
Intercontinental Bank Holding Company, Miami 
Consolidated Bankshares, Ine, Hialeah 
Florida Park Banks, Ine, S t Petersburg 
Capital Bancorporation, Miami 
First National Bank of Palm Beach, Palm Beach 
Caribank Corporation, Dania 

Total 

Deposits 
($ billions) 

Share of State 
Deposits 
(percent) 

8.96 14.94 
7.69 12.83 
6.49 10.82 
3.91 6.52 
3.82 6.37 

3.03 5.05 
2.68 4.47 
2.57 4.29 
1.14 1.90 
.96 ' 1.60 

.81 1.35 

.68 1.13 

.62 1.03 

.57 .95 

.46 .77 

.44 .73 

.43 .72 

.35 .58 

.34 .57 

.34 .57 
77.19 
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Even though commercial banks prevail in 
business loans and credit cards, nonbanks 
have won a significant market share in these 
areas. Sears and American Express are the two 
largest issuers of consumer credit through a 
card, together issuing more credit through 
charge cards than the eight largest bank issuers. 
The 32 firms sampled in a study of nonbanks' 
banking activities issued $42.5 billion in short-
term business loans. Via money market mutual 
funds, nonbanks also are very much involved 
on the de posit-savings side, accounting for 
about 38 percent of all money fund assets.5 

Moreover, these same institutions actively serve 
numerous depository institutions as brokers 
for insured retail deposits, thus assisting deposi-
tory institutions in reaching the nationwide 
deposit market. The majority of nonbank com-
petitors operate in most or all of the 50 states 
including Florida6 

In light of evidence brought before the Florida 
Legislature by the study group, it was obvious 
that Florida banks must compete with credit-
granting manufacturers, retailers, insurance 
companies, securities firms, Florida-based S&Ls 
and credit unions, out-of-state bank holding 
companies operating through nonbank subsidi-
aries, Edge Act corporations, and loan produc-
tion offices. The study advised Florida policy 
makers that much interstate banking already 
existed, and that its extent and nature could 
not be avoided, delayed, or modified by state 
action or inaction. 

Liberalizing Geographic Restrictions 
In weighing interstate banking initiatives, 

Floridians recognized that their state was an 
attractive market in which interstate competition 
already had taken root. Additionally, they were 
aware that market reactions to liberalized legis-
lation had transformed Florida's unit banking 

environment into one with several large state-
wide organizations. Thus their dual concern 
was to provide a financial system that could 
foster future growth and competition, at the 
same time preserving in-state control of impor-
tant financial decisions. 

Advantages. The Florida Legislature consid-
ered three principal arguments for loosening 
interstate banking restrictions: 

1. Acknowledgement of reality. Legislative 
action would be tantamount to acknowledg-
ing what already existed and would motivate 
in-state banks to address present challenges 
and prepare strategically for the changing 
environment Banks whose action or inaction 
flowed from a belief that they were still 
protected would realize their false sense of 
security. 

2. Implications of the larger banking organi-
zations likely to emerge from regional inter-
state bank expansion. Size might prove to be 
strategically important to the ultimate success 
of some Florida banks. A number of observers 
maintain that size influences the human 
resources, funding, investment, and lending 
capacities of an institution, thus affecting its 
ability to survive and grow internally and 
externally in an interstate banking environ-
ment Increased size also makes it more 
difficult for potential acquirers to finance 
purchase of a bank. 

3. Public policy considerations. The com-
missioned study argued that adoption of 
interstate banking proposals would enhance 
the convenience and quality of banking 
services, system safety and soundness (risk), 
and competition, while limiting the concen-
tration of financial resources in Florida. 
Regarding the argument that legislative action 

to relax geographic restrictions merely would 
acknowledge reality, some study participants 
contended that since so much interstate banking 
existed in practice (de facto), the issue should 

"In weighing interstate banking initiatives, Floridians recognized that their state 
was an attractive market in which interstate competition already had taken root" 
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be more precisely labeled "interstate deposit-
taking." Of course, a significant amount of 
interstate deposit-taking is being done today 
and the future promises stepped-up activity. 

Acknowledging reality carries important impli-
cations. To the extent that in-state banks believe 
out-of-state banks are barred and Florida bank 
markets are protected by the state's present 
structure, they operate under a false sense of 
security. Moreover, if these banks postpone 
organizational, investment, and other policy 
changes necessary to adjust to the challenges 
of deregulation, technology, and consumer 
sophistication, they either may fail to achieve 
their potential or possibly not even survive.7 

Accordingly, lifting interstate banking barriers 
encourages or forces Florida institutions to 
prepare for remaining challenges and oppor-
tunities in financial services. 

The second argument in favor of interstate 
banking, that it leads to advantages in bank 
size, has several facets. Larger banking organi-
zations are an inevitable result of the current 
intrastate consolidation among Florida banks 
as well as of interstate expansion. Size may 
prove crucial to the success and even survival 
of larger institutions in the emerging competitive 
environment. Higher caliber personnel may be 
necessary both to compete for loans and control 
credit risk and to provide the non-credit (fee-
based) services and system support larger banks 
require when they offer specialized banking 
services, which are critical to them. Consumer 
banking increasingly involves greater fixed invest-
ment. Again, larger size may be necessary for a 
bank either to make the required investment 
or to improve efficiency.8 

An important sizerelated argument in the 
Florida debate was that consolidation through 
interstate banking would permit in-state cus-
tomers to be served by larger banks without 
increasing concentration of financial power in 
Florida Entry by larger out-of-state banks-would 

make the services available without necessi-
tating that larger Florida banks join together. 
Thus consumers would benefit from continued 
competition among Florida banks while enjoying 
the advantages of specialized services offered 
by larger banks. 

The evidence presented in the legislature's 
study indicated that small banks would not be 
endangered by introduction of larger banks to 
Florida since the smaller institutions would 
face no sizecost disadvantage in producing 
and marketing basic banking services. More-
over, the findings showed that larger banks 
entering markets by acquisition typically have 
not gained market share at the expense of the 
small banks. Evidence to support this claim was 
based on studies conducted before deposit 
interest ceilings were substantially removed, 
and so it lacks total relevance to the current 
situation. The study also suggested that bank 
safety and soundness would not be jeopardized 
in an interstate banking environment Although 
the risks of affiliated interstate banks might 
increase, they could be offset by the benefits of 
geographic and product diversification as well as 
by the strength of the bank holding company. 

The legislature's study found that interstate 
banking (via holding company acquisition or 
branching) would tend to deconcentrate local 
markets that otherwise might have been insu-
lated from competition. Because Florida's over-
all banking structure is undergoing significant 
consolidation, especially among the state's 
largest BHCs, continuing expansion under 
current federal merger guidelines could have 
resulted in further consolidation and concentra-
tion of banks in local markets and in the state as 
a whole Permitting interstate banking—regional 
or nationwide—could halt the trend toward 
concentration, avoiding an uncompetitive bank-
ing structure. 

As out-of-state banks enter local markets, 
they are likely to change the set of major 

"Larqer banking organizations are an inevitable result of the current intrastate 
consolidation among Florida banks as well as of interstate expansion. 
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institutions contending in each of the state's 
major markets. These new competitors might 
well bring qualitatively different policies and 
tools and would force a reexamination of the 
competitive "rules of the game," possibly to 
the public's benefit 

In a recent study that supplemented the group 
report to the Florida Legislature, David White-
head and Jan Luytjes (1984) suggest that as the 
number of links between large multi-market 
firms increases, the degree of competition 
between them grows. Basing their evidence on 
Florida banking markets, they conclude that 
the presence of many links in the state—multi-
market firms meeting each other in several or 
all major markets—is pro-competitive Of course, 
this will result in lower prices, better services, 
and greater credit availability for the public 
These findings also suggest that policies maxi-
mizing multi-market meeting points in Florida 
are desirable: 

" If geographic barriers to interstate bank-
ing are removed this may serve to increase 
the links among banking organizations. To 
the extent that our finding in Florida may be 
applicable in the nation, this could serve to 
increase bank competition. Given that multi-
market links are important and that interstate 
banking is a strong possibility in the near 
future, the impact of multi-market links may 
prove to be more important, not less, in the 
future." 

In brief, when the Florida Legislature debated 
interstate banking, the state was experiencing 
an increase in statewide concentration and the 
threat of local market consolidation. Opening 
the door to interstate banking could limit 
concentration of local bank markets, the evi-
dence suggests. Further, the recent Florida 
evidence indicates that multi-market linkages 
resulting from interstate banking activity would 
be pro-competitive. 

Disadvantages. The Florida legislative study 
considered five principal arguments against 
liberalizing geographic restrictions: 

1. Deposits (capital) would be drained 
from local communities by out-of-state banks 
that would redeploy funds elsewhere in the 
United States or abroad. 

2. Florida banks would fall under the 
control of large money center banks that 
would involve Florida institutions indirectly 
in their risks. 

3. Interstate banking would not increase 
competition since it is accomplished through 
the acquisition of existing banks. Thus, the 
number of banks would remain the same. 

4. Interstate banking would concentrate 
economic power, contrary to the nation's 
traditional policy against concentrated finan-
cial resources. 

5. Out-of-state institutions would gain con-
trol of Florida's bank structure, leaving in-
state banks without a significant role. 

The argument that interstate banking would 
drain deposits from Florida communities is 
analogous to earlier arguments against the 
liberalization of limits on branching and on 
BHC acquisitions. In these cases, it was found 
subsequently that credit in local communities 
not only was maintained but often increased 
with no deposit drains. Entering banks shared 
two interests—deposit gathering and loan 
generation—which bankers long have recog-
nized as being highly interdependent in a given 
market A Florida deposit base might be valuable 
to an out-of-state bank attempting to penetrate 
local loan markets. And in the case of Florida 
exploiting in-state loan prospects might be 
more desirable than redeploying deposits else 
where. According to this argument, then, funds 
would not be drained from Florida 

Entry into local markets by acquisition can be 
pro-competitive if new competitive procedures 

"If geographic barriers to interstate banking are removed this may serve to 
increase the links among banking organizations." 
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are established. Those who conclude that com-
petition would not increase with interstate 
banking suppose that competition is strictly a 
function of the number of contenders in a 
market. Yet a substantial body of empirical 
evidence suggests that acquisition of a bank 
generally leads to changes in its portfolio policies 
(assets and liabilities), prices, and services. 
Additionally, it seems that banks in a targeted 
market react to match such pro-competitive 
actions. Banks affiliated on an interstate basis 
often have qualitatively different product and 
service capabilities as a result of their larger 
size or affiliation with larger entities. Further-
more, interstate banking increases competitive 
linkages that are likely to enhance competition. 

If an era of interstate banking evolves, out-of-
state institutions clearly will gain a significant 
place in Florida's bank structure. However, the 
legislature's study concluded that well-managed 
small banks with assured management succession 
can survive and avoid selling out Similarly, the 
report concluded that Florida BHCs can adopt 
strategies to remain independent in the long 
run. Regional interstate banking most likely 
would preserve some control over Florida banking 
assets by banks based in the state, whereas 
nationwide interstate banking probably would 
lead to more control by out-of-state banks. The 
control impact of regional interstate banking 
followed by nationwide reciprocity, say, two to 
five years later, probably would fall between the 
extremes in the long run. Some small and large 
Florida banking organizations would survive 
but state bank structure would have consider-
able out-of-state participation. Of course, many 
financial services providers in Florida are al-
ready headquartered in other states. 

Possible Legislative Options 
Market forces and innovations already had 

involved Florida in interstate banking before 

the issue of interstate legislation was raised. 
The high degree of cross-industry competition 
with both depository and non-depository insti-
tutions has, in effect made interstate banking a 
reality in the state. The analysis presented to 
the Florida Legislature suggested that even 
further de facto interstate banking cannot be 
arrested. 

The legislature's study concluded that inter-
state banking legislation most likely will be in 
the public interest, although its benefits will 
not be as great as they might if all the de facto 
interstate banking by banks and nonbanks 
were not already so prevalent Fortunately, 
resolution of the interstate banking issue should 
not pit the public interest—in competition, 
greater credit availability, and services and 
lower prices—against the interests of Florida 
banks. Florida banks likewise could benefit 
from changes in the law by joining with out-of-
state banks to adjust further and compete 
better in the present environment particularly 
against less regulated competitors. Also, Florida 
banks' shareholders could elect to sell out to 
the highest bidders. Clearly, the public would 
stand to realize some gains from the reformu-
lated bank structure. 

Three interstate banking variations were 
considered by the Florida Legislature and are 
expected to be reexplored in the future. These 
include nationwide reciprocity, regional reci-
procity, and regional reciprocity with transition 
to nationwide reciprocity (so-called "regional 
with trigger7'). Other interstate banking varia-
tions, such as those permitting de novo entry or 
implementing a nationwide unrestricted policy, 
would probably be in the public interest, but 
they are not addressed here. 

Analysis of the case for and against removing 
interstate banking restrictions suggests that 
liberalization is in the public interest For several 
reasons, public policy considerations would 
not be compromised by interstate banking 

"Three interstate banking variations were considered by the Florida Legislature 
and are expected to be reexplored in the future—nationwide reciprocity, regional 
reciprocity, and regional reciprocity with transition to nationwide reciprocity." 
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proposals. Florida citizens could expect broader 
product and service offerings. Although banking 
markets may become more competitive, small 
in-state banks would not necessarily be endan-
gered and larger in-state institutions could 
achieve further organizational restructuring that 
may improve their competitive capability. 

Retaining the status quo, on the other hand, 
could continue the present trends of intrastate 
consolidation and concentration, which pri-
marily would benefit participating in-state and 
grandfathered banks. As they consolidate, these 
banks not only would gain size, but also would 
face less competition in bidding for their ac-
quisitions. Under the status quo, out-of-state 
banks are likely to make "when and i f (inter-
state banking is legal) agreements to acquire 
Florida banks; out-of-country banks and in-
dividuals will invest in or acquire Florida banks; 
and out-of-state banks and nonbanks will ex-
pand their financial activities in the state in 
ways permitted by current law. 

Nationwide Reciprocity Option. This option 
most likely would lead to a less concentrated 
and thus more competitive banking structure 
than the one developing within the current 
competitive framework. The public should bene 
fit from this more competitive structure in 
terms of greater credit availability, lower prices, 
or broader service offerings. 

Under the nationwide reciprocity option 
(NRO) Florida would attract out-of-state banking 
organizations, which offer higher prices for 
acquisitions than in-state banks. As a practical 
matter, N R O would create opportunities for 
New York banks to acquire Florida banks and 
vice-versa, as New York was the only state with 
nationwide reciprocity. (Under certain inter-
pretations, Maine and Alaska, whose unlimited 
interstate banking laws permit entry by banks 
from any state, also could reciprocate with 
Florida in an N R O situation.) It is most likely 
that New York banks would acquire Florida 

banks. Once acquired, Florida banks probably 
no longer would have Florida headquarters, and 
the state would not realize benefits from diverse 
entry by out-of-state banks. 

The N R O was not introduced in the 1984 
Florida Legislature. Its only political support to 
date has come from the money center banks 
who supported the NRO in the 1983 legislative 
session. 

The state could realize the maximum benefits 
from nationwide entry and avoid the more 
limited N R O arrangement, which today is pri-
marily with New York, by electing to adopt an 
unrestricted national policy, as Maine and 
Alaska-have done. This policy, however, might 
reduce Florida-headquartered banks to minor 
players in the long run. The legislature never 
considered such an alternative. 

Regional Reciprocity Option. This option, 
the legislature's choice, should provide an 
opportunity for Florida and regional banks to 
adapt to the changing financial environment 
In effect, major beneficiaries of the regional 
reciprocity option (RRO) will be the leading in-
state bank organizations that expand by acquisi-
tion in the South. These organizations will grow 
and establish networks at less expense than if 
they were forced to bid for acquisitions against 
banks headquartered outside the region. 

The RRO is likely to preserve regional bank 
organizations and probably some Florida-
headquartered large banks, which could be 
important for various reasons. First, regional 
banks may be more responsive to middle-
market firms, municipalities, or regional indus-
tries. Second, the construction and survival of 
several larger regional organizations would foster 
competition in certain product and service 
categories currently limited to the large money 
center institutions. Third, regional firms could 
expand in natural markets that cross state lines. 
Similarly, some regional banks could further 
develop, expand, or extend particular product 

"Retaining the status quo, on the other hand, could continue the present trends 
of intrastate consolidation and concentration, which primarily would benefit 

participating in-state and grandfathered banks." 
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expertise appropriate to the region. In addition, 
the regional reciprocity option preserves the 
future option of national reciprocity. 

On the other hand, the RRO limits the 
number of firms that can enter Florida and 
increases the probability of regional financial 
concentration. Restrictions on entry work 
against customers, whose options are likely to 
be greatest under an unlimited interstate arrange-
ment It seems probable that owners of banks 
who decide to sell will have fewer bidders, and 
potentially lower prices, under regional rather 
than under national reciprocity. 

Regional with Trigger Option. The regional 
with trigger option (RTO) would allow regional 
reciprocity for a certain period and then, at the 
trigger time, would permit nationwide reci-
procity. Previous proposals to the Florida Legis-
lature have included triggers to nationwide 
reciprocity after either two, three, or five years. 
The period selected would allow time for other 
regional states to enact reciprocity laws and for 
their banks to implement expansion plans. The 
RTO would capture most of the potential 
benefits deriving from the N R O and RRO and 
at the same time recognize the limitations of 
each. By beginning with the RTO, Florida 
explicitly would provide an interim period that 
(1) allows in-state banks to expand regionally; 
(2) enables the state, region, and nation to 
benefit from the creation and preservation of 
large regional banks; and (3) allows time for 
other states inside and outside the region to 
enact reciprocity laws.9 

The trigger to nationwide reciprocity would 
assure that some of the interim geographic 
restrictions and potential anticompetitive effects 
of the eventual consolidation and concentration 
of state and regional markets are addressed. 
The study group believed that the public interest 
is best served when the state achieves a more 
geographically diverse representation in the 

various local Florida markets. Nationwide inter-
state banking could most effectively accomplish 
this result 

Under the RTO, in-state banks would have 
considerable flexibility. Larger BHCs could 
expand to gain size and multi-state presence, 
while smaller organizations could elect to sell 
out, becoming part of larger in-state or regional 
entities or waiting for nationwide bidders. Unit 
banks would have the option to remain indepen-
dent, join regional entities, or wait for bids 
emanating from nationwide reciprocity. 

Conclusions and Implications 
There is documentation and evidence that 

interstate banking already exists on a limited 
basis in Florida Out-of-state banks and non-
banks alike compete in Florida against in-state 
banks. Market forces, technology, and com-
petitive realities assure the inevitability of inter-
state banking. Nevertheless, the state has a 
definite role in shaping the process, particularly 
since the federal government has not aggres-
sively pursued the interstate banking issue. 

Florida faced two basic questions. First should 
it preserve the status quo or adopt one of the 
various interstate banking policy options? 
Second, if the latter, which policy option would 
best serve the public interest? 

Convincing analyses of public policy con-
siderations indicated that maintaining the status 
quo in Florida, even if possible, would not be 
desirable. Furthermore, they showed that 
removing the restrictions on interstate banking 
would be pro-competitive and in the public 
interest Liberalization of geographic restrictions 
would result in better prices, broader and 
higher quality product/service offerings, and 
more efficient allocation of financial resources. 
Fortunately, the magnitude of de facto interstate 
banking in Florida along with the pressure of 
market forces, innovations, and technology has 

"Liberalization of geographic restrictions would result in better prices, broader 
and higher quality product/service offerings, and more efficient allocation of 
financial resources" 
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lessened the public policy costs to Florida 
citizens of geographic restrictions on banking. 

Although the focus of the legislature and 
governor was the public interest, their findings 
are not at odds with the interests of most 
Florida banks. Relaxation of interstate banking 
restrictions should enhance the ability of 
commercial banks to compete with less regu-
lated competitors. Also, banks would be encour-
aged to take steps necessary to compete better 
in the evolving financial services industry. 
Despite possibly increased competition in 
Florida banking markets, small banks still would 
be viable and larger banks could achieve signifi-
cant organizational restructuring to improve 
their chances for success The safety and sound-
ness of the state's banks would not be threatened 
substantially. 

An analysis of policy options indicated that 
the nationwide reciprocity option probably 
would result in the most competitive structure 
in the long run, if many other states also 
adopted this option. However, its immediate 
adoption would not precipitate diverse out-of-
state bank entry into local markets since most 
other states have no reciprocity statutes in 
place. Most likely, New York banks would gain 
control of Florida banking assets while Florida 
banks would not be expected to expand into 
New York. Ultimately, Florida's bank structure 
would become dominated by large out-of-
state organizations. This would not necessarily 
be contrary to the public interest, but most of 
Florida's policymakers found such an out-
come unpalatable. 

Regional reciprocity, the legislature's choice, 
is a middle-of-the-road approach between the 
status quo and nationwide reciprocity. It most 
likely would lessen the trend toward concentra-

tion in Florida and would preserve some regional 
and some state control of bank entities. 

Another approach would involve regional 
reciprocity with a trigger allowing nationwide 
reciprocity after a certain time period. This 
option would permit regional reciprocity as an 
interim step to allow Florida banks to acquire 
(or to be acquired by) banks in the region and 
to make further strategic adjustments in re-
sponse to the changing financial environment 
Additionally, before the trigger date more states 
could pass reciprocal legislation. This would 
permit a broader representation of out-of-state 
banks, rather than primarily New York banks, 
to compete in local bank markets. The eventual 
implementation of nationwide reciprocity would 
enhance competition in the state and the 
region. 

Other policy options related to the interstate 
banking issue, such as de novo entry and 
unrestricted nationwide policies, would be 
pro-competitive and superior to the status 
quo. This article does not treat these options in 
detail, however, since the legislature has con-
sidered neither in past deliberations. 

The Florida Legislature's preference for the 
regional reciprocity option in 1984 is partly 
consistent with the analysis presented by the 
study group. Taken as an interim step toward the 
nationwide reciprocity option, RRO is pro-
competitive. However, to the extent that in-
definite regional reciprocity is protectionist 
and fails to allow out-of-region banks entry into 
the state or the region after a short transition 
period, it will detract from the public interest. 
Should these negative consequences begin to 
outweigh the pro-competitive benefits of RRO, 
banking in the state and the region most likely 
would consolidate and threats of concentration 
would need to be addressed. 

"Small banks still would be viable and larger banks could achieve significant 
organizational restructuring to improve their chances for success. The safety 

and soundness of the state's banks would not be threatened substantially." 
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NOTES 

'The present article is adapted in part from a study commissioned by the 
Florida House of Representatives and directed by the author. That study, 
Interstate Bank Expansion: Market Forces and Competitive Realities, was 
co-authored by Frieder and Vincent P. Apilado, University of Texas at 
Arlington; George J. Benston, University of Rochester Jeffrey Davis, 
University of Florida; Robert A Eisenbeis University of North Carolina; 
Thomas G. Gies, University of Michigan; Paul M. Horvitz, University of 
Houston; Harvey Rosenblum, Federal Reserve Bank of Chicago; and 
David D. Whitehead III, Federal Reserve Bank of Atlanta A modified and 
expanded version of the full report, entitled Commercial Banking and 
Interstate Expansion: Issues, Prospects, and Strategies soon may be 
obtained by contacting UMI Research Press(300 N. ZeebRd., Ann Arbor, 
Ml, 48106). 

2 See Robert E Goudreau (1984). 
3 See Gordon W. Campbell (1983) for a rationale of one Florida BHC for 
electing an interstate bankacquisition. This rationale includes recognition 
of the changing market realities and organizational and investment 
changes required to meet these realities 

"Note that other commercial banks and investment banks (through their 
SSL affiliate) have attempted to use the Garn-St Germain Act to acquire 
Florida S&Ls 

5Money market mutual fund deposits emanating from Florida have variously 
been estimated to range between 10 percent and 13 percent of U.S. 
deposits in these funds 

6Although the data for the nonbank sample could not be disaggregated for 
a specific state, spot checks revealed that these companies were well 
represented in Florida See Frieder and others (1984). 

'Concern over the survival of small banks should focus on the problem of 
management succession and ownership transfer, which historically have 
been major determinants of the sale of many small banks. This factor 
promises to be most important in the consolidation of banks nationally 
and in Florida Because many small bank owners are older, shareholders 
will seek to liquefy their investments The only matter left to assess is the 
exact timing and magnitude of this selling pressure. For an expanded 
discussion of the demographics "time bomb" see Johnson (March 1983). 

«See Frieder (Sept-Oct. 1983) and Johnson (March 1983) for further 
discussion of the importance of size and diversification to bank manage-
ment in a changing environment. Other key factors, such as marketing 
and regulatory compliance costs, increase overhead burden, which ideally 
could be spread over a larger income base. See Johnson and others 
(1983) for discussion of these points. 

9The fact that so few other states now have reciprocity statutes severely 
limits the benefits Florida could obtain from the NRO; it would result 
principally in New York banks acquiring Florida banks Florida could also 
avoid this limitation and broaden entry into the state by adopting an 
unrestricted nationwide policy. Although such a policy has considerable 
merit it has not been considered in the legislature. 
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The Federal Budget 
Process: 
How It Works 

Lisa E. Rockoff 

As national concern over the federal budget 
deficit has mounted, the budget process itself 
has received more public attention. This article 
attempts to clarify how the administration and 
Congress put together the budget 

At the beginning of each calendar year, the 
President sends Congress his budget proposal 
for the upcoming fiscal year, which begins October 
1. For the next nine months, Congress struggles 
to complete a budget by the start of the new 
fiscal year. Because of the budget's importance, 
the media carefully follow its progress on Capitol 
Hill, particularly in the later stages. 

The mechanics of the budget process are 
complex. Even when the process functions as the 
lawmakers intended, complications can occur, 
such as Congress' frequent failures to resolve 
differences and meet procedural deadlines. Many 
obstructions naturally result from attempting to 
reach budget decisions in the face of competing 
fiscal policy objectives. Because Congress handles 
these objectives simultaneously, the budget pro-
cess is difficult to follow and evaluate. 

W e will outline the budget process as it is 
meant to work, point out where it deviates from 
established procedures, sketch some problems 
currently plaguing the budget process, and review 
a number of the proposed remedies. First, how-
ever, we should consider the budget as it relates 
to aggregate economic activity and specific na-
tional goals. 

Importance of the Budget Process 
The federal budget is a statement of national 

priorities and a financial plan for an upcoming 
fiscal year. By taking in funds from the private 
sector through taxation or borrowing and by 
reallocating them via expenditures, the govern-
ment influences the country's economic growth 
and the distribution of income and wealth. This 
influence grows as the scope of government 
activity increases relative to the size of the 
private sector. Because of the budget s enormous 
impact on the economy, the process used to 
arrive at budget decisions also carries great 
import Indeed, the progression of the process, 
with its implications for future federal taxes, 
spending, and deficits, often causes short-term 
fluctuations in the domestic and international 
financial markets. 

The budget process has undergone many re-
visions over the history of the republic Congress 
had almost exclusive domain over the nation's 
finances until the early 1900s. The federal govern-
ment's increasing involvement in domestic affairs, 
accelerated by World War I, led to a shift in 
control of the budget from Congress to the exe-
cutive branch. The Budget and Accounting Act 
of 1921 strengthened this trend by requiring the 
President to submit an annual budget proposal 
and by establishing the Office of Management 
and Budget (OMB) to assist in these efforts. Over 
the next 50 years, budget control was consoli-
dated further in the hands of the executive 
branch, leaving Congress little say; even after 
Congress had passed budget legislation, the 
President could either impound appropriated 
funds or request supplemental appropriations. 
Richard Nixon exercised this right to impound 
funds extensively in the early 1970s, much to the 
frustration of legislators. With the passage of the 
Congressional Budget and Impoundment Con-
trol Act of 1974, Congress reasserted some of its 
authority over the process. Currently, the budget 
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is determined by the interaction of the President 
and Congress, with various agencies and lobbying 
groups attempting to influence their decisions. 

Framework of the Budget Process 
There are four identifiable phases of the budget 

process: executive preparation, congressional 
action, implementation, and review and audit 
Because some of the most difficult and widely 
publicized issues are tackled during develop-
ment in the executive and congressional phases 
of the budget, this article focuses on these 
aspects. 

Executive Preparation. Preparation of the bud-
get actually begins a year and a half before the 
beginning of the fiscal year under consideration. 
In early spring, the director of the O M B meets 
separately with the President and with heads of 
the various government agencies to determine 
issues and priorities concerning the scope and 
size of the agencies' programs. The Presidents 
general budget objectives are communicated by 
the O M B director in his meetings with the 
agencies. After these deliberations, the director 
sends the agencies a letter that includes a formal 
statement of the President's budget targets, as 
well as agreements reached by the O M B and the 
agencies on the scope, size, and direction of their 
programs. Also included are analytic studies of 
the agencies. This letter then serves as a guide for 
the agencies' internal budget planning. 

Following receipt of the O M B director's letter, 
the agencies analyze their budget needs and 
prepare appropriations requests during late 
spring and summer. The agencies have an incen-
tive to seek ever larger appropriations, as they 
are responsible for the success, but not the 
financing, of their programs. However, the agencies 
must convince the O M B that their appropriations 
requests are necessary. Thus, agencies limit their 
appropriations requests to a level likely to be 
considered realistic, and they devote substantial 
attention to defending and justifying their pro-
grams and requests. In the fall, the O M B receives 
and extensively reviews the agencies' budget 
requests before presenting them to the President 
for consideration. 

In November, about two months before sub-
mission of its budget proposal, the administration 
gives Congress a "current services budget," its 
estimate of outlays and expenditures for the 
following five years based on current legislation. 

Using assumptions about variables such as eco-
nomic growth and interest rates, the current 
services estimates—also called "baseline pro-
jections"—depict the administration's outlook 
for the budget if no changes are made in spending 
programs or tax rates. The current services budget 
provides a basis for comparison with proposed 
changes. 

As required by the Budget Act of 1974, the 
President submits his budget to Congress within 
15 days after the beginning of each congressional 
session, in late January or early February. The 
budget depicts the administration's financial 
plan and priorities for the upcoming fiscal year, 
including changes in existing and proposed tax 
and spending programs and estimates of total 
outlays and receipts, based on the November 
current services budget. The President must 
update this budget on or before April 10 and 
again by July 10, incorporating newly enacted 
legislation, the administration's revised economic 
assumptions, and new recommendations and 
estimates. To provide a long-term approach to 
budget planning, the Budget Act additionally 
requires that both the current services budget 
and the proposed budget extend four years 
beyond the fiscal year. 

Congressional Action. Despite the fact that 
Congress begins work on a budget initially pre-
pared by the executive branch, the congressional 
phase of the process is by far the most complex. 
Many individuals and committees work simul-
taneously on a multitude of programs and pro-
posals, subject to a variety of deadlines (see 
Congressional Budget Timetable). 

Before 1975, Congress acted upon the Presi-
dent's budget proposals in a fragmented way. It 
passed separate bills authorizing programs, ap-
propriating funds, and providing revenues or 
borrowing authority to finance programs without 
considering the impact of these actions on the 
nation's overall economic activity. The Budget Act 
addresses this problem by requiring Congress to 
decide on its objectives for budget totals before 
completing action on individual appropriations. 

To improve the information and analysis that 
support budgetary decisions, the Budget Act 
created the Congressional Budget Office (CBO), 
the lawmakers'" nonpartisan" counterpart of the 
OMB. The CBO's duties include supplying Con-
gress with budget projections for both the cur-
rent services budget and the President's proposal, 
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CONGRESSIONAL BUDGET TIMETABLE 

October, November, December 

November 10 
Within 15 days of convening 
of Congress 
Late January 
January, February, March 

No later than March 15 
April 1 
No later than April 15 

Late April 
Early May 

No later than May 15 

No later than May 15 

June and July 

Late Summer 

Seven days after Labor Day 
September 15 

September 25 

October 1 

Staffs of budget committee and Congressional Budget Office (CBO) 
making long-term, in-depth analyses of the next year's issues 
Administration submits to Congress its current services budget 
Administration gives Congress the President's version of next year's 
budget. 
CBO submits annual report 
Budget committees conduct hearings on the next year's budget Staff 
completes studies 
Congressional committees submit reports to budget committees 
CBO's report sent to budget committees 
Budget committees report first concurrent budget resolution to the 
House and Senate. 
House and Senate debate the first resolution. 
House and Senate confer to iron out differences between the two 
versions 
Congress agrees to the first budget resolution and allocates spending 
targets to committees 
Congressional committees report new authorizing legislation; ap-
propriations committee begins work on appropriation bills 
Spending bills are reported to House and Senate floor, measured 
against the totals of first resolution. 
Budget committees review developments in the economy and the 
budget and prepare the second concurrent budget resolution. 
Congress completes action on all spending bills 
Congress completes action on second budget resolution, setting 
binding revenue and spending totals and allocates final spending 
levels to committees 
If necessary, Congress completes action on reconciliation for the 
second concurrent resolution. 
New fiscal year begins 

Source: Committee tor a Responsible Federal Budget The Congressional Budget Process: Review and Assessment (Washingtoa D.C.: Committee 
for a Responsible Federal Budget, 1982). 

based on its o w n e c o n o m i c and financial as-
sumptions. Usual ly issued shortly after the Presi-
dent's, the C B O ' s budget out look of ten differs 
w ide l y from that of the O M B . 

After receiv ing the President 's budget and 
once reports of the C B O and various congressional 
commi t tees have b e e n submit ted for study, the 
H o u s e a n d Sena te Budget C o m m i t t e e s p resen ta 

"First Concur ren t Budget Resolut ion" to their 
respect ive bodies. The resolution, due by Apri l 
15 each year, sets goals for outlays, receipts, and 
the publ ic debt. In recent years, Congress ex-
panded its p lanning horizon by requiring that 
concurrent resolution budget totals b e speci f ied 
for three years ahead. Howeve r , the Budget Ac t 
did not intend for the targets set in the first 
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resolution to be binding upon Congress; they 
were to function as guidelines for final appropri-
ations. The resolution must be passed no later 
than May 1 5. 

Once the first resolution is passed, Congress 
begins the arduous process of considering indi-
vidual spending and revenue measures on a 
case-by-case basis. To enhance its control over 
spending, Congress does not vote directly on 
outlays; instead, it first enacts authorizing legis-
lation, which sets up or continues the legal 
operation of a federal program or agency either 
indefinitely or for a specified period. Such an 
authorization may sanction an obligation (for 
example, wages and salaries, loan agreements, 
and purchasing contracts) or expenditure within 
a program, but typically does not provide funds 
for these purposes.1 

Once Congress passes an authorization, it 
makes appropriations that permit agencies to 
incur and pay obligations within the limits estab-
lished in the authorizations. Appropriations are 
the most common form of budget authority, 
which is the legal authority to enter into obligations 
that require immediate or future payment of 
federal funds.2 

Review of agency appropriations requests be-
gins in the House of Representatives. The House 
Appropriations Committee has 13 subcommittees, 
each responsible for studying and making re-
commendations on one or two appropriations 
bills. Subcommittees hold hearings on the bills, 
during which time agencies and other interested 
parties—inside and outside the government-
can present their views. The subcommittees 
forward to the full committee the completed 
recommendations, along with justifications of 
the recommendations and analyses of the agency's 
programs, efficiency, and personnel. 

While the Appropriations Committee reviews 
appropriations requests, the Ways and Means 
Committee examines proposed revenue measures, 
including taxes, tariffs, social security levies, and 
debt policy. The committee allows lengthy public 
hearings on proposed tax legislation, with testi-
mony from business, agricultural or labor groups, 

individuals, or Treasury representatives. After 
deliberation, the committee submits its proposed 
measures to the full house for passage. 

After House approval, the appropriations and 
revenue bills move to the Senate, where a similar 
review process begins. Deliberations tend to be 
more lengthy on the Senate floor than in the 
House because of the Senate's privilege of un-
limited debate. Differences between the two 
houses are resolved by a conference committee, 
consisting of members of both bodies. The con-
ference committee first submits its report for 
approval by both the House and Senate; the 
accepted measure is submitted to the President 
as a bill for approval or veto. 

The Congressional Budget Act stipulates that 
all appropriations be passed by the seventh day 
after Labor Day, but in recent years Congress has 
failed to meet that deadline. Instead, it has 
enacted a continuing resolution, which provides 
authority for the affected agencies to continue 
financing operations up to a specified date or 
until their regular appropriations are passed. 
Continuing resolutions have been invoked in-
creasingly over the past few years. Last year, in 
planning for the fiscal year 1985 budget Congress 
passed only four minor appropriations bills before 
the start of the fiscal year, because of conflicts 
over defense, foreign aid, health and human 
services, and agriculture appropriations. After 
much struggle, the problem was resolved by 
passage of a continuing resolution to cover all the 
necessary appropriations, rather than by separate 
appropriations bills. 

The Budget Act of 1974 also requires Congress 
to review its overall budget targets and either 
affirm or revise them in a "Second Concurrent 
Budget Resolution." Unlike the first resolution, 
totals agreed upon in the second resolution are 
binding. If actual appropriations exceed the 
budget resolution totals, a reconciliation bill is 
required to bring the appropriations into con-
formity with the totals by the time the new fiscal 
year begins. Reconciliation first was used in 1980 
and since has been relied on regularly, sometimes 
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Budget Process Terminology 

Appropriations 

Authorizing 
Legislation 

Backdoor 
Authority 

Borrowing 
Authority 

Budget 
Authority 

Concurrent 
Resolution 
on the Budget 

Continuing 
Resolution 

The most common form of budget authority, which authorizes federal 
agencies to incur and pay obligations using federal government funds 

Legislation enacted by Congress that sets up or continues, but 
typically does not provide- the funds for, a federal program or agency. 
May specify a ceiling or floor for budget authority to be included in 
appropriations acta 

Budget authority legislated outside the normal appropriations process 
The most common forms are borrowing authority and contract authority. 
In other cases, a permanent appropriation creates outlays without any 
current action by Congress, such as interest on the public debt. 

A form of backdoor budget authority that permits a federal agency to 
incur obligations and to make payments for specified purposes out of 
borrowed funds 

Permits government agencies to incur obligations requiring either 
immediate or future payment of money, but does not provide the funds 
for this purpose. The basic forms of budget authority are appropriations 
(the most common), authority to borrow, and contract authority. 

A resolution passed by both houses of Congress on the budget setting 
forth, reaffirming, or revising the congressional budget for the U.S. 
government for a fiscal year. 

Legislation enacted by Congress when appropriations bills have not 
been passed by the start of the new fiscal year, giving affected 
agencies the authority to continue operations This resolution allows 
the agency to spend at the previous year's rate. 

to reduce outlays for a variety of politically 
sensitive programs. 

Adherence to the budget timetable began to 
erode in 1979, as the increasing size and com-
plexity of the budget impeded Congress' ability 
to agree on spending and revenue measures. 
Prolonged debate made reconciliation on a 
second budget resolution increasingly difficult. 
The failure to pass a second budget resolution by 
the start of FY81 and FY82 induced Congress 
to pass legislation in 1982 that confirms the first 
budget resolution's totals if reconciliation is not 
reached by the new fiscal year. In the last two 
years, Congress has not attempted to pass a 
separate second concurrent budget resolution. 
Thus the totals of the first budget resolution are 
effectively binding. 

Snags in the Budget Process 
The budget process has come under increasing 

scrutiny in recent years, with three primary criti-
cisms directed at it. First, a growing concern is 
that there has been little or no restraint on 
federal spending, as political differences over 
individual programs continue to divert and dif-
fuse the focus on budgetary totals. Second, 
budget-making has consumed an increasing 
amount of congressional attention, leaving less 
time for other issues. Congress has devoted 
more time to the budget as pressure to reduce 
the deficit has triggered lengthy debates and 
stalemates on politically unpopular issues. In 
addition, the current partisan split between the 
Congress and the administration contributes to 
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Contract 
Authority 

Current Service 
Estimates 

First Concurrent 
Budget Resolution 

Obligations 

Outlays 

Reconciliation 

Second Concurrent 
Budget Resolution 

Another form of backdoor budget authority that permits obligations to 
be incurred in advance of appropriations By definition, contract 
authority is unfunded and must be funded subsequently by an ap-
propriation to liquidate obligations incurred under the contract authority 

Estimates of budget authority, outlays receipts and the resultant 
deficit or surplus for upcoming fiscal years based on the anticipated 
costs of continuing federal programs and activities at present spending 
levels without policy changes 

The resolution adopted by Congress containing targets for budget 
totals for budget authority, outlays and receipts 

Liabilities incurred that require payment of money. 

Payments for the purpose of liquidating obligations through the 
issuance of checks or the disbursement of cash. Outlays during a fiscal 
year may be for payment of obligations incurred in prior years or in the 
same year. 

As specified by the Budget Act of 1974, the process Congress uses to 
make amounts determined by tax, spending, and debt legislation for a 
given fiscal year consistent with the budget totals enacted in the 
second concurrent budget resolution. However, Congress now rec-
onciles individual legislation with totals enacted in the first concurrent 
budget resolution. 

The resolution adopted by Congress containing budget ceilings for 
budget authority and outlays and a floor for budget receipts These 
totals were intended to be binding upon Congress but the second 
budget resolution has not been used recently because of deadline 
conflicts; the total of the first resolution are now effectively binding. 

decision-making deadlocks.3 Third, budget dead-
lines have been missed with growing frequency, 
and so the fiscal year often starts without a 
budget in place. 

Whi le the importance of these problems is 
widely acknowledged, the extent to which modi-
fication of the Budget Act could remedy the 
situation is disputed. Many observers argue that 
elaborate procedures and guidelines cannot sub-
stitute for the political will required for making 
difficult fiscal decisions in a timely fashion. Others 
attribute increased congressional politicking over 
budget issues to the Budget Act's requirement 
that Congress consider spending and revenue 
measures in the context of an overall budget 
plan. Thus, these people view the corresponding 
delays and deadlocks as an encouraging indi-

cation that Congress is paying more attention to 
the deficit O n the whole, the apparent consensus 
is that the budget process is sound but would 
benefit from some modifications. 

Improving the Budget Process 
Even those who concur that the process could 

be improved significantly disagree on the en-
hancements needed and how they should be 
obtained. Consequently, numerous proposals to 
amend the Budget Act—including one that would 
abolish it—have been introduced in Congress in 
recent years. Many are still pending. 

Last December, House Democrats rejected a 
plan to overhaul the budget process by merging 
a spending proposal, all appropriations and tax 
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bills, and authorization measures needed to 
implement the spending plan into one massive 
bill. Such a merger would have eliminated budget 
resolutions altogether. A more modest proposal 
developed by the House Rules Committee task 
force on budget reform would streamline the 
budget timetable by formalizing the procedure 
already adopted by Congress—passing only one 
budget resolution with binding budget totals. In 
addition, it would promote long-range planning 
by requiring Congress to use an advanced time-
table for budget actions. 

Also under consideration is a proposal to 
institute biennial budgeting. Proponents claim 
thatthis system would allowCongress more time 
to deal with other issues and would help ensure 
that a budget is in place for the start of each 
budget cycle. They point out that two-year bud-
geting is used by most state and local govern-
ments. Critics argue thata biennial budget would 
not incorporate forecasts of economic growth, 
interest rates, and other factors affecting the 
federal budget that change significantly over the 
course of a year. 

Conclusion 
The Congressional Budget Act of 1974 im-

proved budget planning by enforcing longer-
range planning and definite timetables. How-
ever, as deficit reduction pressures grow, and as 

political differences in Congress may impede 
decision-making for some time to come, pressure 
for further reform of the budget process will 
increase accordingly. Many observers hope changes 
in the process that might be made over the next 
year will enhance Congress' ability to shoulder 
the fiscal responsibility requisite for cutting the 
deficit 

The author is a research analyst on the Research Department's 
macropolicy team. 

NOTES 

'Obligations incurred in the year for which budget authority is given are not 
necessarily liquidated in the same year. For example, the Department of 
Defense can contract to buy planes under its budget authority for any 
given year, but the first payment for those planes might not be sent out 
until the following fiscal year, and the final payment may not be made until 
the last plane contracted for is delivered several years hence. Thus, the 
level of outlays in a year is determined not only by current legislation but by 
the obligations incurred in previous years. 

JThe other two forms of budget authority are borrowing authority, which 
permits a federal agency to incur obligations and to make payments for 
specified purposes out of borrowed funds, and contract authority, which 
permits agencies to incur obligations in advance of appropriations but 
requires a subsequent appropriation to pay these obligations Because 
they permit obligations to be incurred, but have not gone through the 
regular appropriations process and thus are not funded, these two forms 
of budget authority are known as backdoor authority. 

3From 1976 to 1980, four of the five years after implemention of the Budget 
Act the House, the Senate, and the administration all were dominated by 
the Democratic party. After 1980, the House remained Democratic while a 
Republican president took office and a Republican majority was voted 
into the Senate. Different political ideologies and rivalries ensuing from 
this split have hindered agreement on these highly charged budget 
issues 

Nonbank Banks: 
What Next? 
B. Frank King 

For the last two years, the financial press has 
been peppered with articles about the whim-
sically named legal device called the nonbank 

bank. This device springs from confusing wording 
in the Bank HoldingCompanyAct(BHC Act) and 
from the legislative history pertaining to it that 
seems to offer both banks and nonbanks op-
portunities to skirt longstanding prohibitions in 
federal and state banking laws and regulations. If 
exploited to the full extent envisioned by its 
proponents, the nonbank—or limited-service— 
bank would allow bank holding companies to 
operate units in more than one state—some-
thing now permitted only if a non-headquarters 

à 
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state sanctions such expansion under the Douglas 
Amendment to the BHC Act Usingthe nonbank 
approach, nonbanking firms could engage in 
activities prohibited to banks and bank holding 
companies and at the same time operate offices 
that accept insured deposits in more than one 
state. 

The nonbank bank device, thus, allows financial 
and commercial businesses to avoid other national 
policies long thought to prohibit interstate de-
posit-taking and to separate banking from other 
financial activities and commerce. These impli-
cations explain both the recent rush of banks and 
other businesses to establish limited-service banks 
and the stir over their use of the device in 
regulatory, legislative, and industry circles. 

Let us examine how the nonbank bank originated, 
consider some ways financial businesses propose 
to use the institution, and outline its unsettled 
legal status. This should provide better under-
standing of both the nonbanks threat to orthodox 
views of bank powers and its attractiveness to 
growth-minded financial businesses. 

The nonbank bank arises from wording in the 
BHC Act which defines a bank holding company 
as an organization that owns or controls one or 
more banks. The act defines a bank as "any 
institution which (1) accepts deposits that the 
depositor has a legal right to withdraw on de-
mand, and (2) engages in the business of making 
commercial loans." The dual criteria in this bank 
definition have been read by some to say an 
institution may hold a bank charter, have its 
deposits insured by the FDIC, engage in all 
banking activities except one, but at the same 
time'fail to come under the BHC Act's definition 
of a bank by refraining from offering either 
demand deposits or commercial loans. 

Under this interpretation, a company not owning 
a bank may acquire and hold an institution that 
has a bank charter and offers insured deposits, 
yet remain outside the BHC Act!s definition of a 
bank holding company. Consequently, it may be 
uninhibited by the limitations on holding com-
pany activities and geographic scope found in 
the BHC Act. 

Firms that own banks and are regulated under 
the BHC Act can also, under another favorable 
interpretation of the act, use the nonbank device 
to overcome the act's geographic restrictions. 
Although a nonbank bank is not a bank underthe 
BHC Act, it meets the criteria for a nonbank 
activity spelled out in section 4(c)(8). Thus it is 
eligible to be acquired by a bank holding com-
pany as a nonbank activity. Proponents argue 
that such activities may be carried on without 
geographic restriction, and that a holding com-
pany as a nonbank activity. Proponents argue 
that such activities may be carried on without 
geographic restrictions and that a holding corn-

Though both bank holding companies and 
organizations unrelated to banking are now in-
volved, nonbanking firms were the first to act on 
its possibilities. Gulf and Western Corp., House 
hold International, McMahan Valley Stores (a 
California furniture dealer), and others re-
ceived approval from the Office of the Comp-
troller of the Currency in the early 1980s to 
operate nonbank banks. By late 1983, the Ameri-
can Banker listed some 59 nonbanking firms that 
had jumped on the bandwagon by opening or 
applying to operate limited-service institutions. 
These firms had 44 nonbanks in operation and 
18 others at some stage in the applications 
process. 

Regulators were concerned about nonbanks' 
impact on the separation of banking from other 
financial activities, such as insurance under-
writing or operating a consumer finance com-
pany, and from commercial activities such as 
manufacturing. However, Dimension Financial 
Corp. of Denver, Colorado demonstrated the 
possibility of using the nonbank bank device to 
elude geographic restrictions early in 1983. 
Dimension applied to Comptroller of the Cur-
rency Todd Conover for 31 national bank 
charters in 25 states, pledging to make no 
commercial loans at any of the institutions so 
the Douglas Amendment's geographic restrictions 
would not apply. 

Congressional and regulator concerns about 
nonbank banks' inroads came to a head in two 
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1983 actions. On May 5 of that year, the 
Comptroller declared a moratorium on the 
approval of acquisitions of or new charters for 
nonbank banks. That December the Federal 
Reserve announced a significant clarification 
of two terms in the BHC Act: "deposits that the 
depositor has a legal right to withdraw on 
demand" and "commercial loan". The Federal 
Reserve's clarification followed its previously 
stated opinion that deposits withdrawable on 
demand include "any deposit with transaction 
capability that as a matter of practice is payable 
on demand and that the depositor may withdraw 
by check, draft, negotiable order of withdrawal 
or similar instrument for payment to third 
parties." That clarified definition included, in 
particular, N O W (negotiable order of with-
drawal) accounts. The Board's clarification also 
said that a commercial loan is "a loan the 
proceeds of which are used for personal, family, 
household or charitable purposes, including: 
the purchase of retail installment loans and such 
instruments as commercial paper, bankers ac-
ceptances, and certificates of deposit and similar 
money market instruments, as well as the 
extension of broker call loans, the sale of 
federal funds, and the deposit of interest-
bearing funds." 

The inclusion in the definition of commercial 
loans of several assets banks typically use to 
manage their liquidity probably would have 
little impact on the operation of nonbank bank 
subsidiaries of larger bank or nonbank parents. 
Although the definition excludes several liquid 
assets from a nonbank banks' potential portfolio, 
it does not restrict the nonbank from managing 
its liquidity by running a daily borrowing position 
and going to the federal funds market to cover 
its position. Any disadvantage resulting from 
broad commercial loan definition has failed to 
discourage many institutions that wanted to 

run limited-service banks, however. Bank holding 
companies and nonbanking firms remained 
interested. More recently, both parts of the 
Board's clarification were overturned by lower 
courts that accepted more literal definitions. 
The lower court's ruling on commercial loans 
was appealed and on April 29 the U.S. Supreme 
Court agreed to hear the case. 

In early May 1984, the Comptroller ex-
tended his moratorium on granting nonbank 
bank charters through the end of the then-
current congressional session. In doing so, 
however, he approved 10 charter applications 
filed before the extension, including four of 
Dimension's applications. Comptroller Con-
over explained that the extension would allow 
time for Congress to act of the issue. 

Even before Comptroller Conover's extension, 
the Federal Reserve Board accepted on March 
23, 1984 what it felt were the requirements of 
the BHC Act and approved an application by 
U.S. Trust Co. to convert its Florida trust com-
pany office to a nonbank bank offering no 
commercial loans. The Board required as-
surances from U.S. Trust that it would not 
engage in tandem operations with its nonbank 
and commercial lending subsidiaries or other 
financial institutions. This was a breakthrough 
for potential users of limited-service banks: the 
Federal Reserve had allowed a bank holding 
company that operated a New York bank to 
operate a nonbank bank in Florida. In just a few 
weeks, many other bank holding companies 
moved to take advantage of the opportunity. 
By early July, 32 holding companes had filed 
with the Federal Reserve to acquire 212 non-
banks in 39 states; the Comptroller had received 
more than 300 charter applications. 

Growing fears that the nonbank bank device 
would undermine geographic barriers that limit 
banks' deposit-taking led to strong talk and 
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action at the state level, also. I n some states legal 
action was threatened if a nonbank bank opened. 
At least eight other states went further, passing 
laws forbidding nonbanks within their borders. 
In the Sixth District, legislators in Georgia, Florida, 
and Tennessee have approved such a ban. 

During the Comptroller's moratorium, the Fed-
eral Reserve continued its policy of requiring a 
preliminary charter before approvingacquisition 
of a new bank under the BHC Act; thus it had not 
approved applications for new nonbank ac-
quisitions during the moratorium. Hence, the 
two federal regulators essentially stalled non-
bank bank activity. 

Last November 1, however, the Comptroller 
announced the termination of his moratorium 
and began granting a series of preliminary ap-
provals for nonbank bank charters. By mid-
January he had approved 167 applications on a 
preliminary basis. These approvals served the 
ball to the Federal Reserve. 

The Federal Reserve's sensitivity to geographic 
restrictions in the BHC Act and other banking 
laws prompted the Fed to impose a series of 
operating restrictions on the nonbank banks that 
it approved for bank holding companies. These 
limitations were designed to foil dual operation 
of a nonbank bank and another holding company 
subsidiary that together could offer a full range of 
deposits and commercial loans from the same 
location. Such an operation would allow two 
formal entities to provide all bank services from a 
single location. The Federal Reserve argued that 
such a dual facility would constitute operation of 
a bank in contravention of the BHC Act However, 
the Fed's Board of Governors has proposed 
lifting some of these restrictions. 

In the meantime, the Independent Bankers 
Association of America and others filed suit 
against the Comptroller of the Currency to halt 
the granting of nonbank bank charters. In a 

February 1 5 decision, a federal judge in Jackson-
ville, Florida accepted the IBAA's argument that 
the limited-service bank is not"in the business of 
banking" as defined in the National Banking Act 
and that the Comptroller thus may not charter 
such an institution. The judge's decision enjoining 
the Comptroller from giving final approval on 
nonbank bank charters recently was upheld by 
the full Federal District Court. 

The IBAA decision is being appealed. In the 
meantime, until the courts clarify the Comp-
trollers ability to issue final charter approval to 
institutions that do not offer both demand de-
posits and commercial loans, the Federal Reserve 
has delayed approving holding company appli-
cations for limited-service banks. Nonbank banks 
again are in a legal limbo. 

The latest court and regulatory delay grows 
from continuing concern that nonbanks will 
allow institutions to bypass historic federal restric-
tions on banks' geographic and activity expansion. 
In the current dispute, technical legal issues are 
the primary subjects of debate. Both individual 
laws and the relationship between laws are in 
question. However, authorizing nonbank banks, 
even under the Federal Reserve's amplified defi-
nition of commercial loans, will permit organi-
zations operating banks to engage in deposit-
taking activities in more than one state. It will also 
allow them to undertake activities long denied 
banks in some of the nation's laws. With such 
potential impact, the nonbank bank device goes 
to the heart of a half century or more of banking 
tradition in the United States and raises deeper 
questions about the justifications for basic geo-
graphic and activity restrictions in the regulation 
of financial organizations. 

The author is vice president and associate director of the 
Research Department. 
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FINANCE 
r t i r i t i f " i r i 

ANN. ANN. 
MAR FEB MAR % MAR FEB MAR % 
1985 1985 1984 CHG. 1985 1985 1984 CHG. 

$ millions 

Commercial Bank Deposits 1,472,166 1,462,889 1,333,868 + 10 Savings & Loans** 
Demand 317,663 315,834 302,556 + 5 Total Deposits 724,538 725,008 643,174 + 13 
NOW 99,923 97,716 88,815 + 13 NOW 23,015 22,367 19,092 + 21 
Savings 400,842 394,513 356,733 + 12 Savings 169,708 166,148 174,626 - 3 
Time 699,176 695,983 622,999 + 12 Time 535,249 539,979 453,085 + 18 

Credit Union Deposits 60,181 59,427 50,194 + 20 FEB JAN FEB 
Share Draf t s 6,735 5,795 5,249 + 28 Mortgages Outstanding 604,026 602,180 487,561 + 24 
Savings <5c Time 53,609 46,451 44,962 + 19 Mortgage Commitments 37,723 36.440 29,513 + 28 

Commercial Bank Deposits 171,132 169,711 153,046 + 12 Savings & Loans 
Demand 37,315 36,617 36,148 + 3 Total Deposits 94,666 94,445 N.A. 
NOW 13,174 12,707 11,645 + 13 NOW 3,652 3,383 N.A. 
Savings 45,248 44,412 40,340 + 12 Savings 21,305 20,732 N.A. 
Time 80,184 79,925 69,155 + 16 Time 70,348 71,612 N.A. 

Credi t Union Deposits 6,780 6,659 5,764 + 18 FEB JAN FEB 
Share Draf t s 622 600 495 + 26 Mortgages Outstanding 76,851 76,019 68,776 + 12 
Savings & Time 6,056 5,958 5,170 + 17 Mortgage Commitments 4.600 4,074 4,631 - 1 

Commercial Bank Deposits 17,746 17,743 15,922 11 Savings & Loans** 
Demand 3,868 3,858 3,770 + 3 Total Deposits 6,189 6,153 5,304 + 17 
NOW 1,252 1,216 1,047 + 20 NOW 199 255 154 + 29 
Savings 3,544 3,484 3,264 + 9 Savings 1,034 950 906 + 14 
Time 9,705 9,676 8,416 + 15 Time 5,052 5,029 4,292 + 18 

Credit Union Deposits 1,019 999 928 + 10 FEB JAN FEB 
Share Dra f t s 108 104 91 + 19 Mortgages Outstanding 4,384 4,330 3,945 + 11 
Savings & Time 884 873 810 + 9 M O T t ^ g e C o m m it m ents 243 192 235 + 3 

Commercial Bank Deposits 61,416 60,675 54,443 + 13 Savings & Loans** 
Demand 13,615 13,237 13,063 + 4 Total Deposits 60,364 59,948 55,140 + 9 
NOW 5,440 5,240 4,850 + 12 NOW 2,556 2,254 2,210 + 16 
Savings 21,280 20,827 19,007 + 12 Savings 14,528 14,070 15,102 - 4 
Time 22,739 22,795 18,733 + 21 Time 43,405 43,580 38,003 

FEB 
+ 14 

Credit Union Deposits 3,063 3,006 2,525 + 21 FEB JAN 
38,003 

FEB 
Share Draf t s 315 305 238 + 32 Mortgages Outstanding 45,824 45,050 40,599 + 13 
Savings & Time -2,624 2,580 2,144 + 22 Mortgage Commitments 3,020 2,616 3.098 - 3 

Commercial Bank Deposits 26,552 26,183 22,504 + 18 Savings & Loans 
Demand 7,388 7,256 6,940 + 6 Total Deposits 8,065 8,373 N.A. 
NOW 1,736 1,677 1,523 + 14 NOW 306 306 N.A. 
Savings 6,857 6,749 5,090 + 35 Savings 1,850 1,886 N.A. 
Time 11,958 11,787 10,168 + 18 Time 6,075 7,167 N.A. 

Credit Union Deposits 1,399 1,389 1,219 + 15 FEB JAN FEB 
Share Draf t s 102 96 79 + 29 Mortgages Outstanding 9,046 9,104 8,389 + 8 
Savings & Time 1,318 1,304 1,161 + 14 Mortgage Commitments 349 418 485 - 28 

Commercial Bank Deposits 27,733 27,699 25,577 + 8 Savings & Loans** 
Demand 5,654 5,627 5,706 - 1 Total Deposits 10,957 10,907 9,241 + 19 
NOW 1,664 1,627 1,530 + 9 NOW 300 284 211 + 42 
Savings 5,957 5,850 5,497 + 8 Savings 2,289 2,247 2,378 - 4 
Time 15,072 15,072 13,427 + 12 Time 8,528 8,545 6,758 + 26 

Credit Union Deposits 184 184 206 - 11 FEB JAN FEB 
Share Draf ts 17 16 24 - 29 Mortgages Outstanding 9,329 9,308 8,353 + 12 
Savings <5c Time 181 180 199 - 9 Mortgage Commitments 467 423 523 - 11. 

Commercial Bank Deposits 12,846 12,689 12,012 + 7 Savings & Loans 
Demand 2,430 2,395 2,396 + 1 Total Deposits 1,781 1,769 N.A. 
NOW 954 914 843 + 13 NOW 52 54 N.A. 
Savings 2,509 2,464 2,499 + 0 Savings 307 301 N.A. 
Time 7,276 7,219 6,610 + 10 Time 1,477 1,470 N.A. 

Credit Union Deposits * * * FEB JAN FEB 
Share Draf t s # * * Mortgages Outstanding 2,110 2,117 2,078 + 2 
Savings & Time * * * Mortgage Commitments 212 146 63 +236 

Commercial Bank Deposits 24,839 24,722 22,588 + 10 Savings <3c Loans** 
Demand 4,360 4,244 4,273 + 2 Total Deposits 7,310 7,295 6,878 + 6 
NOW 2,128 2,033 1,852 + 15 NOW 239 230 183 + 31 
Savings 5,101 5,038 4,983 + 2 Savings 1,297 1,278 1,351 - 4 
Time 13,434 13,376 11,801 + 14 Time 5,811 5,821 5,392 + 8 

Credit Union Deposits 1,115 1,081 886 26 FEB JAN FEB 
Share Draf ts 80 79 63 + 27 Mortgages Outstanding 6,158 

309 
6,110 5,412 + 14 

Savings & Time 1,049 1,021 856 + 23 Mortgage Commitments 
6,158 

309 279 227 + 36 

Notes: All deposit data are extracted from the Federal Reserve Report of Transaction Accounts, other Deposits and Vault Cash (FR2900), 
and are reported for the average of the week ending the 1st Wednesday of the month. This data , reported by institutions with 
over $15 million in deposits as of December 31, 1979, represents 95% of deposits in the six s t a te area. The major d i f ferences between 
this report and the "call report" are size, the t rea tment of interbank deposits, and the t r ea tment of float. The data generated from 
the Report of Transaction Accounts is for banks over $15 million in deposits as of December 31, 1979. The total deposit data generfiei 
from the Report of Transaction Accounts eliminates interbank deposits by reporting the net of deposits "due to" and "due from" other 
depository institutions. The Report of Transaction Accounts subtracts cash i tems in process of collection from demand deposits, while 
the call report does not. Savings and loan mortgage data are from the Federal Home Loan Bank Board Selected Balance Sheet Data. 
The Southeast data represent the total of the six s ta tes . Subcategories were chosen on a selective basis and do not add to total. 
* = fewer than four institutions reporting. 
** = S&L deposits subject to revisions due to reporting changes. 
N.A. = not comparable with previous data at this t ime. 
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CONSTRUCTION 

ANN API IN 
FEB JAN FEB % FEB JAN FEB % 
1985 1985 1984 CHG 1985 1985 1984 CHG 

12-month Cumulative Rate 
i . i c i ^ M i i i ^ - v ^ . ^ i w ^ m s m m s m f f l m m m m m m t m m m m m w® • % m s- m - mm ** ms ¡ m m - & % 

Nonresidential Building Permi ts - $ Mil. Residential Building Permits 
74,368 70,984 Total Nonresidential 62,802 62,351 53,121 + 18 Value - $ Mil. 74,036 74,368 70,984 + 4 

Industrial Bldgs. 9,196 9,084 5,648 + 63 Residential Permits - Thous. 
Off ices 15,059 14,840 13,243 + 14 Single-family units 876.3 887.6 918.1 - 5 
Stores 9,770 9,780 7,480 + 31 Multi-family units 732.5 744.8 730.4 + 0 
Hospitals 1,866 1,852 2,099 

848 
- 11 Total Building Permits 

Schools 1,094 1,042 
2,099 

848 + 29 Value - $ Mil. 136,838 136,719 124,104 + 10 

Nonresidential Building Permits - íTS' f^ mk 
Residential Building Permits 

13,619 13,858 13,358 Total Nonresidential 9,743 9,597 8,343 + 17 Value - $ Mil. 13,619 13,858 13,358 + 2 
Industrial Bldgs. 1,065 1,005 687 + 55 Residential Permi ts - Thous. 
Off ices 2,262 2,216 2,029 + 11 Single-family units 183.4 186.6 188.7 - 3 
Stores 1,974 1,959 1,443 + 37 Multi-family units 165.0 170.3 170.8 - 3 
Hospitals 409 402 469 - 13 Total Building Permits 
Schools 113 122 163 - 31 Value - $ Mil. 23,362 23,454 21,699 + 8 

Nonresidential Building Permi ts - $ Mil. Residential Building Permits 
447 449 454 Total Nonresidential 731 726 562 + 30 Value - $ Mil. 447 449 454 - 2 

Industrial Bldgs. 195 198 39 + 400 Residential Permits - Thous. 
Off ices 94 91 66 + 42 Single-family units 8.6 8.1 8.1 + 6 
Stores 
Hospitals 

123 126 109 + 13 Multi-family units 6.2 6.7 8.5 - 27 Stores 
Hospitals 57 53 5 +1040 Total Building Permits 
Schools 6 6 9 - 33 Value - $ Mil. 1,178 1,175 1,015 + 16 

ï m t m ï f m 
Nonresidential Building Permits 

Total Nonresidential 
Industrial Bldgs. 
Off ices 

Hospitals 
Schools 

S M M E Ì 
Nonresidential Building Permits -

Total Nonresidential 
Industrial Bldgs. 
Off ices 
Stores 
Hospitals 
Schools 

Residential Building Permits 
4,910 4,796 4,161 4 18 Value - $ Mil. 7,866 7,959 7,766 + 

539 495 363 + 48 Residential Permits - Thous. 
1,048 1,037 965 + 9 Single-family units 99.2 101.1 101.7 -
1,134 

165 
1,107 798 + 42 Multi-family units 94.9 96.7 94.1 + 1,134 

165 163 290 - 43 Total Building Permits 
49 52 63 - 22 Value - $ Mil. 12,775 12,755 11,926 + 

1,824 1,822 1,396 . + 31 Value - $ Mil. 2,793 2,835 2,540 + 10 
204 189 178 + 15 Residential Permits - Thous. 
545 551 451 + 21 Single-family units 43.0 44.0 43.0 0 

0 288 299 184 + 57 Multi-family units 26.1 26.5 26.1 
0 
0 

49 47 36 + 36 Total Building Permits 
18 22 31 - 42 Value - $ Mil. 4,617 4,656 3,936 + 17 

Nonresidential Building Permits - $ Mil. 
Total 'Nonresidential 1,202 

Industrial Bldgs. 35 
Off ices 314 

249 

Schools 

Nonresidential Building Permi ts - $ Mil. 
Total Nonresidential 

Industrial Bldgs. 
Off ices 
Stores 
Hospitals 
Schools 

TENNI 
Nonresidential Building Permits - $ 

Total Nonresidential 
Industrial Bldgs. 
Off ices 
Stores 
Hospitals 
Schools 

NOTES: 

1,191 1,153 + 4 Value - $ Mil. 975 1,040 1,157 - 16 
33 33 + 6 Residential Permits - Thous. 

283 375 _ 16 Single-family units 13.1 13.5 16.9 - 22 
243 133 + 87 Multi-family units 11.9 13.5 18.3 - 35 
103 95 + 3 Total Building Permits 

34 51 37 Value - $ Mil. 2,1.77 2,231 2,310 - 6 

248 255 206 + 20 
12 12 10 + 20 
39 40 23 + 70 
48 58 48 0 

8 9 19 - 58 
3 3 4 - 25 

Residential Building Permits 
Value - $ Mil. 

Residential Permits - Thous. 
Single-family units 
Multi-family units 

Total Building Permits 
$ Mil. 

380 385 328 + 1.6 

6.0 6.1 4.9 + 22 
4.5 4.6 5.2 - 13 

628 640 534 + 18 

828 807 865 - 4 
80 78 64 + 25 

222 214 149 + 48 
132 126 171 - 23 

32 27 24 + 33 
5 5 5 0 

Residential Building Permits 
Value - $ Mil. 

Residential Permi ts - Thous. 
Single-family units 
Multi-family units 

Total Building Permits 
Value - $ Mil. 

1,158 1,190 1,113 + 4 

13.5 13.8 14.1 - 4 
21.4 22.3 18.6 + 15 

1,987 1,997 1,978 + 0 

Data supplied by the U. S. Bureau of the Census, Housing Units Authorized By Building Permits and Public Contracts , C-40. 
Nonresidential data excludes the cost of construction for publicly owned buildings. The southeast data represent the total of 
the six s ta tes . The annual percent change calculation is based on the most recent month over prior year . Publication of F. W. 
Dodge construction contracts has been discontinued. 
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GENERAL 

ANN. ANN. 
LATEST CURR. PREV. YEAR % M AR F >EB (R) MAR (R) % CHG. 
DATA PERIOD PERIOD AGO CHG. 1985 1985 1984 

% CHG. 

UNITED STATES m i 
Personal Income Agriculture 

($bil. - SAAR) 3Q 3.032.7 2,970.9 2,755.1 +10 Prices Rec'd by Farmers 
Taxable Sales - $bil. N.A. N.A. N.A. Index (1977=100) 134 135 145 - 8 
Plane Pass. Arr. 000's N.A. N.A. N.A. Broiler Placements (thous.) ! 39,049 86,001 84,498 

65.00 
+ 5 

Petroleum Prod, (thous.) MAR 8,968.0 8,910.8 8,580.0 + 5 Calf Priees ($ per cwt.) 66.00 65.40 
84,498 

65.00 + 2 
Consumer Price Index 

8,910.8 
Broiler Prices (<S per lb.) 30.1 30.5 37.8 -20 

1967=100 MAR 318.8 317.4 307.3 + 4 Soybean Prices ($ per bu.) 5.78 5.75 7.65 -24 
Kilowatt Hours - mils. JAN 201.4 186.9 206.5 - 3 Broiler Feed Cost ($ per ton) 214 217 242 -12 • • • • f f EôQûfHSHeeHeeee . 
Personal Income Agriculture 

($bil. - SAAR) 3Q 370.3 361.8 333.7 +11 Prices Rec'd by Farmers 
Taxable Sales - $ bil. 

3Q 
N.A. N.A. N.A. Index (1977=100) 128 130 139 - 8 

Plane Pass. Arr. 000's JAN 4,416.2 4,546.7 4,170.1 + 5 Broiler Placements (thous.) : 34,304 33,640 32,345 + 6 
Petroleum Prod, (thous.) MAR 1,507.0 1,507.0 1,465.0 + 2 Calf Prices ($ per cwt.) 61.6 60.7 60.6 + 2 
Consumer Price Index Broiler Prices ($ per lb.) 29.0 29.0 36.9 -21 

1967=100 N.A. N.A. N.A. Soybean Priees ($ per bu.) 5.89 5.85 7.75 -24 
Kilowatt Hours - mils. JAN 30.6 27.9 32.9 - 7 Broiler Feed Cost ($ per ton) 212 217 228 - 7 
ALABAMA 
Personal Income Agriculture 

($bil. - SAAR) 3Q 40.5 39.8 37.0 + 9 Farm Cash Receipts - $ mil. 
Taxable Sales - $ bil. 

3Q 
N.A. N.A. N.A. (Dates: DEC, DEC) 2,200 - 2,145 + 3 

Plane Pass. Arr. 000's JAN 106.0 103.7 99.9 + 6 Broiler Placements (thous.) 11,632 11,455 11,010 + 6 
Petroleum Prod, (thous.) MAR 55.0 53.0 51.0 + 8 Calf Prices ($ per cwt.) 60.6 64.0 60.3 + 0 
Consumer Price Index Broiler Prices (<S per lb.) 28.5 27.0 36.5 -22 

1967=100 N.A. N.A. N.A. Soybean Prices ($ per bu.) 5.85 5.95 7.75 -25 
Kilowatt Hours - mils. JAN 4.2 4.0 4.4 - 5 Broiler Feed Cost ($ per ton) 200 205 270 -26 

Personal Income Agriculture 
($bil. - SAAR) 3Q 140.0 136.1 125.1 +12 Farm Cash Receipts - $ mil. 

Taxable Sales - $ bil. MAR 86.1 85.8 76.1 +13 (Dates: DEC, DEC) 4,845 - 4,130 + 17 
Plane Pass. Arr. 000's JAN 2,226.3 2,309.5 2,190.3 + 2 Broiler Placements (thous.) 2,058 2,098 1,977 + 4 
Petroleum Prod, (thous.) MAR 36.0 36.0 40.0 -10 Calf Prices ($ per cwt.) 65.2 65.2 66.8 - 2 
Consumer Pr ice Index - Miami MAR JAN MAR Broiler Prices (<6 per lb.) 29.0 30.0 37.0 -22 

Nov. 1977 = 100 170.1 168.6 165.6 + 3 Soybean Prices ($ per bu.) 5.85 5.95 7.75 -25 
Kilowatt Hours - mils. JAN 8.3 7.5 8.8 - 6 Broiler Feed Cost ($ per ton) 235 235 255 
GEORGIA 
Personal Income Agriculture 

($bil. - SAAR) 3Q 67.7 65.9 59.8 + 13 Farm Cash Receipts - $ mil. 
Taxable Sales - $ bil. N.A. N.A. N.A. (Dates: DEC, DEC) 3,526 - 3,265 + 8 
Plane Pass. Arr. 000's JAN 1,644.4 1,705.6 1,469.0 +12 Broiler Placements (thous.) 13,980 13,553 12,912 + 8 
Petroleum Prod, (thous.) N.A. N.A. N.A. Calf Priees ($ per cwt.) 59.7 60.7 58.4 + 2 
Consumer Price Index - Atlanta FEB DEC FEB Broiler Priees (<£ per lb.) 28.5 29.0 36.5 -22 
1967 = 100 322.4 318.2 309.3 + 4 Soybean Prices ($ per bu.) 5.81 5.73 7.81 -26 
Kilowatt Hours - mils. JAN 5.2 4.5 5.0 + 4 Broiler Feed Cost ($ per ton) 245 250 205 + 20 
LOUISIANA 
Personal Income Agriculture 

($bil. - SAAR) 3Q 49.0 48.2 45.6 + 7 Farm Cash Receipts - $ mil. 
Taxable Sales - $ bil. N.A. N.A. N.A. (Dates: DEC, DEC) 1,636 - 1,815 -10 
Plane Pass. Arr. 000's JAN 249.7 248.0 244.3 + 2 Broiler Placements (thous.) N.A. N.A. N.A. 
Petroleum Prod, (thous.) MAR 1,326.0 1,329.0 1,282.0 + 3 Calf Priees ($ per cwt.) 60.9 62.0 60.5 + 1 
Consumer Price Index 

1,326.0 1,329.0 
Broiler Prices (4 per lb.) 28.0 31.5 38.5 -27 

1967 = 100 N.A. N.A. N.A. Soybean Prices ($ per bu.) 5.84 5.90 7.83 -25 
Kilowatt Hours - mils. JAN 4.6 4.5 5.0 - 8 Broiler Feed Cost ($ per ton) 250 250 285 -12 
MISSISSIPPI 
Personal Income Agriculture 

($bil. - SAAR) 3Q 23.1 22.6 21.1 + 9 Farm Cash Receipts - $ mil. 
Taxable Sales - $ bil. N.A. N.A. N.A. (Dates: DEC, DEC) 2,254 - 2,325 - 3 
Plane Pass. Arr. 000's JAN 30.6 31.2 30.0 + 2 Broiler Placements (thous.) 6,634 6,534 6,446 + 3 
Petroleum Prod, (thous.) MAR 90.0 89.0 92.0 - 2 Calf Prices ($ per cwt.) 62.9 64.6 59.0 + 7 
Consumer Price Index Broiler Prices (<t per lb.) 31.0 31.5 38.8 -20 

1967 = 100 N.A. N.A. N.A. Soybean Prices ($ per bu.) 5.95 5.65 7.77 -23 
Kilowatt Hours - mils. JAN 2.1 2.0 2.2 - 5 Broiler Feed Cost ($ per ton) 158 164 187 -16 
TENNESSEE 
Personal Income Agriculture 

($bil. - SAAR) 3Q 50.0 49.3 45.1 +11 Farm Cash Receipts - $ mil. 
Taxable Sales - $ bil. N.A. N.A. N.A. (Dates: DEC, DEC) 1,954 - 1,823 + 7 
Plane Pass. Arr. 000's JAN 159.2 149.3 136.6 + 17 Broiler Placements (thous.) N.A. N.A. N.A. 
Petroleum Prod, (thous.) MAR N.A. N.A. N.A. Calf Prices ($ per cwt.) 59.4 60.7 58.1 + 2 
Consumer Price Index Broiler Priees (4 per lb.) 28.0 29.0 36.0 -22 

1967 = 100 N.A. N.A. N.A. Soybean Prices ($ per bu.) 5.95 6.06 7.56 -21 
Kilowatt Hours - mils. JAN 6.2 5.4 7.5 -16 Broiler Feed Cost ($ per ton) 188 185 215 -13 

Notes: 
Personal Income data supplied by U. S. Department of Commerce. Taxable Sales are reported as a 12-month cumulative total . Plane 
Passenger Arrivals are collected from 26 airports. Petroleum Production data supplied by U. S. Bureau of Mines. Consumer Price 
Index data supplied by Bureau of Labor Stat ist ics. Agriculture data supplied by U. S. Department of Agriculture. Farm Cash 
Receipts data are reported as cumulative for the calendar year through the month shown. Broiler placements are an average weekly 
ra te . The Southeast data represent the total of the six s ta tes . N.A. = not available. The annual percent change calculation is based 
on most recent data over prior year . R = revised. 
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EMPLOYMENT 

UNITED 
Civilian Labor F o r c e - thous. 

Tota l Employed - thous . 
To ta l Unemployed - thous . 

Unemployment R a t e - % SA 
Insured Unemployment - thous. 
Insured Unempl. R a t e - % 
Mfg. Avg. Wkly. Hours 
Mfg. Avg. Wkly. Earn . - $ 

FEB 
1985 

113,592 
104,690 

8,902 
7.3 

N.A. 
N.A. 
39.7 
374 

JAN 

113,475 
104,344 

9,131 
7.4 

N.A. 
N.A. 
40.3 
380 

FEB 
1984 

111,368 
101,961 

9,407 
7.8 

N.A. 
N.A. 
40.7 
369 

ANN. 
% 

CHG. 

Nonfarm Employment - thous. 
Manufac tur ing 
Const ruc t ion 
Trade 
Government 
Services 
Fin. , Ins., & Real Es t . 

Com. & Pub. Util. 

FEB 
1985 

19,529 
4,001 

21,952 
16,032 
21,118 

5,736 
5.187 

JAN 
1985 

94,575 
19,574 

4,124 
22,083 
16,032 
20,870 

5,732 
5,181 

1984 

91,612 
19,181 

3,774 
20,906 
16,135 
20,075 

5,546 
5,031 

ANN. % 

CHG. 

+ 3 
+ 2 
+ 6 
+ 5 
- 1 
+ 5 
+ 3 
+ 3 

Civil ian Labor Force - thous. 15,054 15,022 14,598 
To ta l Employed - thous. 13,836 1.3,766 13,372 
Tota l Unemployed - thous. 1,217 1,256 1,225 

Unemployment R a t e - % SA 7.7 7.7 8.0 
Insured Unemployment - thous. N.A. N.A. N.A. 
Insured Unempl. R a t e - 96 N.A. N.A. N.A. 
Mfg. Avg. Wkly. Hours 40.2 40.8 41.0 
Mfg. Avg. Wkly. Earn. - $ 333 338 324 

+ 3 
+ 3 
- 1 

Nonfarm Employment - thous. 
Manufac tur ing 
Const ruc t ion 

Government 
Services 
Fin., Ins., & Real Est. 
Trans . Com. & Pub. Uti l . 

12,544 
2,306 

736 
3,080 
2,246 
2,610 

708 
728 

12,516 
2,310 

751 
3,090 
2 , 2 1 8 
2,586 

706 
724 

11,967 
2,255 

690 
2,870 
2,197 
2,451 

677 
699 

Civilian Labor F o r e e - thous . 
To ta l Employed - thous. 
To ta l Unemployed - thous. 

Unemployment R a t e - % SA 
Insured Unemployment - thous. 

Mfg. Avg. Wkly. Hours 
Mfg. Avg. Wklv. Earn. - $ 
S S M S E B 

Civilian Labor Foree - thous. 
Tota l Employed - thous. 
To ta l Unemployed - thous . 

Unemployment R a t e - % SA 
Insured Unemployment - thous. 
Insured Unempl. R a t e - % 
Mfg. Avg. Wkly. Hours 
Mfg. Avg. Wklv. Earn. - $ 

Civilian Labor Foree - thous. 
Tota l Employed - thous. 
To ta l Unemployed - thous . 

Unemployment R a t e - % SA 
Insured Unemployment - thous. 
Insured Unempl. R a t e - % 
Mfg. Avg. Wkly. Hours 
Mfg. Avg. Wklv. Earn. - $ 

Civilian Labor Force - thous. 
To ta l Employed - thous. 
Tota l Unemployed - thous. 

Unemployment R a t e - % SA 
Insured Unemployment - thous. 
Insured Unempl. R a t e - % 
Mfg. Avg. Wkly. Hours 
Mfg. Avg. Wkly. Earn . - $ 

SISSIPI 

1,794 
1,599 

195 
10.3 

N.A. 
N.A. 
39.0 
329 

5 % 6 ~ 
4,940 

305 
6.1 

N.A. 
N.A. 
41.1 
319^ 

2,793 
2,622 

171 
5.5 

N.A. 
N.A. 
39.6 

U 1 0 
1,688 

222 
11.3 

N.A. 
N.A. 
41.5 
424 

1,795 
1,591 

204 
10.6 
N.A. 
N.A. 
40.2 
336 

5,237 
4,895 

342 
6.2 

N.A. 
N.A. 
41.1 
320 

2,774 
2,608 

167 
5.6 

N.A. 
N.A. 
40.7 

'"'IÊÊê 
1,887 
1,680 

206 
10.4 
N.A. 
N.A. 
41.2 
424 

1,753 
1,548 

205 
11.1 
N.A. 
N.A. 
40.9 

5,016 
4,709 

308 
6.4 

N.A. 
N.A. 
41.4 

2,683 
2,505 

178 
5.8 

N.A. 
N.A. 
40.6 
300 

w z 
1,896 
1,704 

.192 
10.7 

N.A. 
N.A. 
41.7 
416 

+ 3 
- 5 

- 5 

+ 5 
+ 5 

+ 2 

+ 4 

Nonfarm Employment - thous. 
Manufactur ing 
Const ruc t ion 

Government 
Services 
Fin. , Ins., & Rea l Est . 

Com. & Pub. Util. 

Nonfarm Employment - thous. 
Manufac tur ing 
Const ruc t ion 

Government 
Serv ices 
Fin. , las . , & Real Es t . 
Trans . Com. & Pub. Util. 

Nonfarm Employment - thous. 

Uti l . 

Const ruc t ion 
Trade 
Government 
Serv ices 
Fin., Ins., & Real E; 
Trans . Com. <5c Pub. 

+ 1 
- 1 

+ 2 

Nonfarm Employment - thous. 
Manufactur ing 
Const ruc t ion 
Trade 
Government 
Services 
Fin., Ins., & Rea l Est . 
Trans . Com. & Pub. Uti l . 

1,384 
353 

62 
289 
299 
230 

64 
71 

4 ,39? 
518 
334 

1,162 
685 

1,127 
309 

2,539 
546 
131 
645 
449 
467 
133 
161 

1,582 
179 
1.06 

378 
326 
312 

83 
118 

1,383 
352 

64 
293 
296 
229 

64 
71 

- P 
4,364 

518 
334 

1,164 
673 

1,112 
307 
247 

l^ffP 
549 
136 
645 
447 
461 
133 
159 

1,588 
181 
110 
381 
321 
311 

83 
118 

1,355 
353 

60 
278 
295 
223 

61 
71 

4,128 

1,093 
656 

1,048 
291 
238 

2,357 
530 
117 
570 
442 
415 
125 
150 

1,568 
.177 
113 
371 
321 
307 

83 
117 

2 
0 
3 
4 
1 
3 
5 
0 

- J 
+ 5 
+ 12 
+ 6 
+ 4 

+ 3 
+12 
+13 
+ 2 
+13 
+ 6 
+ 7 

1 
1 
1 
6 
2 
2 
2 
0 
1 

Civil ian Labor Force - thous. 
To ta l Employed - thous. 
Tota l Unemployed - thous. 

Unemployment R a t e - % SA 
Insured Unemployment - thous. 
Insured Unempl. R a t e - 96 
Mfg. Avg. Wkly. Hours 
Mfg. Avg. Wkly. Earn. - $ 

1,074 1,075 

122 
10.4 

N.A. 
N.A. 
40.9 
296 

126 
10.8 

N.A. 
N.A. 
40.8 
292 

1,054 
929 
124 

10.9 
N.A. 
N.A. 
40.7 
281 

+ 2 
+ 2 
- 2 

Nonfarm Employment - thous. 835 832 806 + 4 
Manufac tur ing 220 219 215 + 2 
Cons t ruc t ion 37 36 34 + 9 
Trade 179 179 167 + 7 
Government 190 189 185 + 3 
Services 127 126 125 + 2 
Fin. , Ins., & Real Es t . 35 34 33 + 6 
Trans . Com. & Pub. Uti l . 39 39 38 + 3 

Civilian Labor F o r c e - thous. 2,237 2,254 2,196 
To ta l Employed - thous. 2,035 2,043 1,977 
Tota l Unemployed - thous . 202 211 218 

Unemployment R a t e - 96 SA 7.8 8.0 8.4 
Insured Unemployment - thous. N.A. N.A. N.A. 
Insured Unempl. R a t e - % N.A. N.A. N.A. 
Mfg. Avg. Wkly. Hours 38.9 40.9 40.4 
Mfg. Avg. Wkly. Earn . - $ 320 334 316 

+ 2 
+ 3 
- 7 

+ 1 

Nonfarm Employment - thous . 1,809 1,811 
Manufac tur ing 490 491 
Const ruc t ion 66 71 
Trade 427 428 
Government 297 292 
Serv ices 347 347 
Fin. , las . , <5t Rea l Est . 84 85 
Trans . Com. & Pub. Util. 91 90 

1,753 
487 

68 

391 
298 
333 

84 
85 

+ 3 
+ 1 
- 3 
+ 9 

Notes: All labor fo rce da t a a r e f rom Bureau of Labor S t a t i s t i c s repor t s supplied by s t a t e agencies . 
Only t h e unemployment r a t e da t a a r e seasonally ad jus ted . 
The Southeas t da t a represent the t o t a l of the six s t a t e s . 
The annual p e r c e n t change calculat ion is based on t he most r ecen t da t a over pr ior yea r . 
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