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Railroad Commission-

With Loss of Spare Reserves, 
Role of Commission Changes 

0'1 . I allowables in Texas, after mov-
Ing sharply upward for several 
months, finally re'ached maximum 
rfOduction in April. With demand 
t~f .petroleum products continuing 

rIse faster than domestic re
serves, production is very apt to 
~eInain at this level. And without a 
r~stic change in price conditions lif In:port policies, there is little 

C kelih?od that the Texas Railroad 
to°{fn:lssion will again be called on 
t Inlt the output from fields in 
he state because of insufficient 

markets. 
For nearly a quarter century, the 

COIn""" . l' ... lSSlon held production in 
the1as. at less than capacity. During 

at tIme, the nation's demand for 
ffUde oil more than doubled, surg
bng froIn less than 2.2 million 
5 ~fre~s :'l day in 1948 to more than 
. Inllhon in 1971. But while de

mand for crude increased the dis-
Cov ' W ery of new reserves slowed. 

here 21,519 wells were completed 

---

in Texas in 1956, for example, only 
8,114 were completed in 1970. As 
the gap between demand and re
serves closed, production in Texas 
came closer to its peak-which it 
may have already passed. 

Texas has long been the nation's 
leading oil-producing state, supply
ing at least a third of all domestic 
crude. By regulating the flow of 
wells in Texas, the Railroad Com
mission was able to smooth out 
fluctuations in the nation's oil mar
kets. In the 1950's, the state ac
counted for about three-fourths of 
the nation's reserve capacity and 
shut-in capacity was believed to 
amount to as much as 38 percent of 
production. 

This spare capacity gave Texas 
the flexibility needed to stabilize 
markets-a capability that some
times stood the United States and 
other countries in good stead. In 
the Suez crisis of 1957, for example, 
interruption of the flow of oil from 
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the Middle East could have left 
Europe in dangerously short supply 
had Texas' spare capacity not been 
used to help narrow the gap. 

In LouiSiana, where production 
has been increasing (from about a 
tenth of the domestic crude in 1950 
to about a fourth in 1970), the De
partment of Conservation has 
followed a stabilization strategy 
similar to that of the Texas Rail
road Commission. But since pro
rationing on the basis of demand 
was instituted first in Texas and 
this state has continued to be the 
major producer, the Railroad Com
mission has been generally recog
nized as the agency shouldering the 
burden of curtailing output. With 
spare capacity also stretched to the 
limit in Louisiana, that state's reg
ulatory agency is in no position to 
take over the stabilization function 
that the Railroad Commission has 
performed since the oil glut in the 
East Texas field in the early 1930's. 

The matter of the nation's crude 
production being regulated by an 
agency of one of the states has not 
been without controversy. With 
most of the country's production 
concentrated far from its major 
consumption areas, differences in 
regional interests were to be ex
pected. But even so, the proration
ing of production in Texas on the 
basis of market demand has long 
been part of a broad though infor
mal federal policy regarding crude 
markets, prices, and imports. 

Capacity production from Texas 
fields leaves no spare capacity for 
smoothing out short-term fluctua
tions in demand for crude. As a 
result, a major change in the role of 
the Texas Railroad Commission 
has become almost certain. The im
plications of the change, however, 
are much greater for the U.S. Gov-
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ernment than for the Texas Rail
road Commission. 

How controls are set •.• 

Two basic but closely related con
siderations have been taken into 
account in regulating the flow of oil 
from Texas fields. One has been 
conservation. The other has been 
market demand-or was, at least, as 
long as the state had spare reserves. 

The matter of conservation is 
handled in terms of the maximum 
production considered efficient for 
each field. This barrel-per-day 
rate-called maximum efficient pro
duction-is the limit at which wells 
can be produced without damaging 
the field. Once established, the rate 
is ordinarily left unchanged until 
producers show that the field can 
be produced at a higher rate with
out eventual damage to the field. 

The matter of market demand is 
decided monthly. On the basis of 
projected demand for Texas crude, 
the Railroad Commission prora
tions production for the coming 

Louisiana increasingly important 
to nation's crude production ... 

PERCENT OF U.S. CRUDE SUPPLIED 

month as a percentage of max
imum efficient production. This 
proration rate is the allowable. 

Conservation controls are 
needed to maintain pressure in a 
field. If the field is produced too 
fast, it loses the pressure that 
drives oil through the formations to 
the well. Where water provides the 
pressure, there is the added danger 
that water might push past the 
crude and isolate large amounts of 
oil that could otherwise have been 
produced. 

In new fields, where the pressure 
is usually good anyway, producers 
are assigned special discovery rates 
for the first two years or until the 
eleventh well is drilled: Use of these 
special rates gives the discoverer 
time to determine the production 
characteristics of the field and an 
opportunity to recover some of his 
exploration costs. The rapidity of 
this early flow apparently does no 
damage to the potential of the field 
and provides an incentive for fur
ther exploration. 
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When the discovery rate no . .' ets longer applies, the comrmsslO~ s .t 

the maximum rate of productIOn 1 

will allow for that field, based on 
characteristics of the field and eX-

f perience with other Texas fields 0 

similar spacings and depths. RaJe~ 
arrived at in this manner are ca e 
yardstick allowables. Producers 
can ask the commission for a hig~er 
rate and special hearings are hel 

, deer for that purpose. But the pro. u t-
has to show that an increase III oU 
put will not eventually reduce the 
field's potential, and the fi~~ 
decision is up to the comrmssIOniI 

When production begins to fa . 
off enough to show that the field IS 
about depleted wells are classed as , duc-strippers and, to encourage pro 
tion of all the oil accessible, the . 
commission removes its productIon 
controls. All told, Texas strippe~s 
produce as much oil as the state s 
largest field. 

To determine market demand, 
the commission holds monthl~ te 
meetings at which refiners estllna 
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the amounts of Texas crude they 
expect to buy over the following 
tnonth. In addition to these esti
tnates-called nominations-the 
cornmission considers crude inven
tories and stocks of petroleum 
products and reviews demand fore
~~~ts prepared by the Bureau of 
!VUnes. 

Then, an allowable must be de
termined that will provide the pro
dUction needed to meet demand. 
As one step in its determination, 
the commission estimates the pro
dUction from wells exempt from 
prorationing. Most of these are, of 
course, discoveries and strippers, 
neither of which are subject to 
tnarket demand pro rationing but 
~hich, together, account for a con
SIderable amount of production and 
a large number of wells. Nearly half 
the wells in the state last year, for 
eXample, were strippers, but they 
Produced only about a tenth of the 
state's crude. 

As another step, the commission 
takes into account the production 

ll\l . . 
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of wells that are not subject to 
effective prorationing. These wells 
are in fields that cannot be pro
duced at market demand levels
either because of their depletion or 
because of conservation problems 
that develop when they move to
ward the maximum rates of pro
duction originally set for them. 

Successive increases in allow
abIes over the past few years have 
brought increasingly weaker re
sponses in production-primarily 
because of fields that cannot be 
held at high rates of output. Some 
older fields, while still far from 
ready for the stripper category, 
simply no longer have the poten
tial to reach the rates of output 
originally set as their maximums. 
As a result, full flow from many 
fields is less than the allowable. 

Output of other fields is held 
back by the conservation problems 
that full production would create. 
Output from three of the state's 
largest fields-the East Texas field, 
the Kelly-Snyder field in West 

... but Texas still holds 
commanding lead in reserves 

PERCENT OF U.S. PROVED RESERVES 
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Texas, and South Texas' Tom 
O'Connor field-is being held back 
because of difficulties in processing 
the volume of natural gas that 
flows as a byproduct of their oil 
production and because of special 
reservoir problems that did not be
come evident until the fields were 
pushed to their maximum outputs. 

Altogether, only 13 percent of 
the state's 178,500 wells were sub
ject to effective prorationing in 
June 1971-when allowables were 
still little more than 75 percent of 
maximum efficient production. 
But those wells produced nearly 
four-fifths of the state's crude. In 
fact, wells in fewer than 100 of 
the state's more than 8,000 fields 
provided about two-thirds of its 
production. 

With nominations established 
for the following month and a fairly 
close estimate of the production 
exempt from effective stabilization 
controls, the commission has been 
in a position to announce the new 
allowable as a percentage of max
imum efficient production. But 
with most wells operating too far 
below maximum efficiency for the 
allowable to apply and nomina
tions running close to the state's 
total capacity, the commission has 
had to allow practically maximum 
production. Without a reversal in 
the situation-which seems highly 
unlikely-the commission can no 
longer regulate output in terms of 
market demand. Conservation has 
again become the commission's 
primary function-maybe its only 
function. 

•.. andwhy 

Concern for conservation was the 
reason for prorationing on the basis 
of market demand in the first place. 
Resources were wasted if they were 
underpriced, as oil was in the de
pression. And in those early days 
of the Texas fields, conservation 
was difficult. In the absence of 
production controls, producers 
pumped oil as fast as they could, 
regardless of the future of the 
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field. Producers owning only part 
of a field could not be kept from 
draining off their neighbors' re
serves. As a result, even though 
prices were low, the drive was to 
deliver oil before the price-or the 
reservoir-fell further. 

The concept of a rate of max
imum efficient production is an 
outgrowth of the first efforts in 
Texas to protect owners' correla
tive rights to oil by preventing with
drawals so rapid they damage the 
recovery of oil from the field as a 
whole. In the heat of cutthroat 
competition in early Texas fields, 
oil was withdrawn at damaging 
rates-often faster than companies 
could transport, refine, or even 
store the oil. Earthen dams were 
often used to hold crude, wasting 
oil, damaging the land, polluting 
water, and creating fire hazards. 

Prorationing on the basis of 
market demand, on the other hand, 
emerged in response to the closely 
connected problem of price cutting 
that accompanied overproduction. 
As demand fell off during the de
pression and the supply ballooned 

with discovery of the East Texas 
field (which suddenly pushed 
Texas reserves far in excess of the 
nation's total demand for crude), 
crude prices fell to 10 cents a bar
rel. Martial law had to be declared 
to keep peace among producers 
competing for markets. With prices 
falling, market allocation of re
sources failed. 

The first efforts to introduce 
some stability into the crude mar
ket were undertaken at the federal 
level-in the same spirit that the 
Government sought to help other 
depressed industries. But with the 
striking down of the National Re
covery Administration-which had 
adopted a petroleum code calling 
for import restrictions, minimum 
crude prices, control of new reser
voirs, demand limitations, and the 
allocation of production among 
states and producers-the burden 
of control passed to the states. 

Congress moved to encourage 
production control at the state 
level by passing legislation sup
porting controls in producing 
states. The Connally Hot Oil Act 

Number of wells completed in Texas 
shows sharp and steady decline 
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prohibited inter~tate ship.ment o~ 
oil to escape state regulatIOn. An 
although the Interstate Oil Co~
pact Commission had no a~thority 
for limiting production, thIS fed
erally sponsored agency gave 
producing states a forum for con
sidering regulatory problems. 

Temporary federal controls we~ 
imposed during World War II, an 
by the end of the war, many state 
officials and industry le~ders wer~l 
convinced that productIOn contI' 
filled an economic and conserva
tion need and that controls could I 
be effectively administered. Severa 
states passed conservation regula
tions for the first time, and some 
states that had controls strength-
ened them. . 

As spare capacity increased m 
the early postwar years, produ~ers 
in Texas shared only modestly In 
the increases in production all:d 
heavily in the decre~se.s, openI~~_ 
the Railroad CommISSIOn to cn d 
cism that its procedures were us~ 
to manipulate prices. The co.romIS-
sion however, mindful that ItS , rva-regulations were always conse 
tion-oriented, has answered that t 
Prorationing was never used excep 

. funto prevent the accumulatIOn 0 

stable inventories and to meet sea; 
sonal, and occasionally emergeIl:~e~ 
demands. It merely accepted pri 
set in the crude market. 

Some of the problems of regu
lating Texas oil have related to . 
imports. Except for a few years In a 
the 1920's, the United States waS 
net exporter of oil until 1948. . 
Tariffs were applied to imports l~as 
the early 1930's, and import. q~~he 
were used for a while. But WIt in 
development of low-cost reserve~o 
the Middle East, imports be.gaO 

rise in the late 1940's, reachmg
d 

for 
the point where they acco~n~e n 
nearly a fourth of the 5.5 bllllO ed 
barrels of petroleum products US 
in the United States last year .. d 

Voluntary restraints ~ere ~r~~ 
to slow the inflow of foreIgn 01

\ be 
1955. Such restraints could no fl 'II 
relied on, however, and as the 0 
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Continued, the Railroad Com
mission absorbed the impact on 
domestic markets by cutting back 
on allowables in Texas, adding fur
ther to the nation's reserves. 
. The Suez crisis and accompanyEg shutoff of oil from the Middle 
. ast delayed any Government ac

hon on imports until 1959, when 
qUotas were imposed. Two policies 
Were adopted. On the West Coast, 
~here producing areas were operat 
l~g at capacity, imports were 
~lmplY allowed to make up the dif
erence between production and 

consumption. But on the East 
Coast, which is linked to the rest 
o~ the country by an interlacing of 
pIpelines as far west as the Rockies, 
~mports were held to 9 percent of 
~mestic production in hopes of 

stImulating the further develop
ment of domestic reserves. 
. But as demand for energy con

hnued to rise relative to reserves, 
£botas had to be eased. Since 1962, 
. e Government nas tried to hold 
Imports at 12.2 percent of the 
fo~estic production of oil and gas 
IqUlds. Residual oil for heating 
~nd industrial purposes has been 
~~ported with very few restric-
Ions, especially since 1966. 

A shift in decision making 

With demand leaving little (if any) 
reserve capacity and the country 
~pending increasingly on imports, 

e Texas Railroad Commission 

!lit . 
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can no longer effectively regulate 
production to meet market de
mand. Responsibility for regulat
ing market conditions and the 
adequacy of supply has passed 
essentially from state to federal 
government. Only through a 
coordination of imports, offshore 
lease sales, and taxing and pricing 
practices can an effective policy any 
longer be administered. 

The Texas commission will, of 
course, continue its efforts to con
serve the state's crude resources. In 
fact, with allowables at 100 per
cent, its efforts at conservation are 
more difficult than ever, especially 
in preventing wasteful reservoir 
conditions. The commission's re
sponsibility for seeing that salt 
water is reinjected into original 
formations or allowed to evaporate 
under control conditions, for ex
ample, becomes increasingly diffi
cult at high levels of production. 
So does its responsibility for re
stricting the flaring of byproduct 
gas. When production levels were 
lower, prorationing took care of 
most problems of conserving nat
ural gas. 

The commission's concern with 
conservation has not changed with 
fields running at full capacity. 
What has changed is national 
policy. 

-Stephen L. Gardner 
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New member bank 

The Metropolitan National Bank, Houston, Texas, a newly organized institution 
located in the territory served by the Houston Branch of the Federal Reserve 
Bank of Dallas, opened for business September 7, 1972, as a member of the 
Federal Reserve System. The new member bank has capital of $2,000,000, 
surplus of $500,000, and undivided profits of $500,000. The officers are: Erich J. 
Brann, Chairman of the Board and President; William M. Hancock, Vice 
President; Jon Pat Mullican, Vice President; Dorothy McSpadden, Cashier; and 
Effie Kearns Ratcliffe, Assistant Cashier. 

New par banks 

The Banco de las Americas, Tucson, Arizona, an insured nonmember bank 
located in the territory served by the EI Paso Branch of the Federal Reserve Bank 
of Dallas, was added to the Par List on its opening date, August 18, 1972. The 
officer is Morris Herring, President. 

The Bank of Socorro, Socorro, New Mexico, an insured nonmember bank located 
in the territory served by the EI Paso Branch of the Federal Reserve Bank of 
Dallas, was added to the Par List on its opening date, August 21, 1972. The 
officers are: Ellis McPhaul, Chairman of the Board; Robert T. McNiel, President; 
and Mrs. Lucille Page, Cashier. 

The Texas Bank & Trust Company, Houston, Texas, an insured nonmember bank 
located in the territory served by the Houston Branch of the Federal Reserve 
Bank of Dallas, was added to the Par List on its opening date, September 6, 1972. 
The officers are, George W. Gist, Jr., President; T. Frank Bartle, Vice President; 
and Mrs. Maxine Van Dusen, Cashier. 

The First State Bank, Deanville, Texas, an insured nonmember bank located in 
the territory served by the Houston Branch of the Federal Reserve Bank of 
Dallas, was added to the Par List on September 21, 1972. The officers are: M. G. 
Murphy, President; Ervin L. Moore, Vice President; and Mrs. Betty Brinkman, 
Cashier. 
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Bank Credit Cards-

Do Grocery Stores Provide 

A Potential New Market? 
-
The very size of the nation's retail 
grocery market-$130 billion was 
spent at grocery stores last year
lllakes it the natural candidate for 
any further expansion in bank 
c:edit-card programs. Considera
tIon of such an event-restoring 
?rocery credit to a place of prom
Inence in household accounts
results from a recent Eleventh 
F~deral Reserve District study in
~Icating that the profitability of 
ank credit-card programs may 

depend on their achieving scale 
e~onomies through further expanhlon. Expansion of these programs 
~s slowed markedly as markets 

WIth the greatest potentials for 
growth and profit have become 
Saturated. The only major con
sUmer market credit cards have 
not tapped is retail groceries. 

Americans have about 35 million 
~ank credit-card accounts that can 
e used to buy almost anything but 

groceries, which are rarely avail
able under credit cards. In the 
Eleventh Federal Reserve District 
~lone, there are well over 1. 7 mil
lion accounts. Deflated for business 
accounts and multiple-account 
families, that still leaves probably 
~ore than a million families with 
ank cards in the Southwest. 
With about a million of the 

nation's merchants (including 
bUPPliers of services) accepting 
ank cards, the lack of general ac

ceptance in retail food stores be
comes increasingly conspicuous. 
~he possibility for their acceptance 
In this market depends, however, 
bn the attitudes of three groups: 
anks operating credit-card pro

frams, supermarkets dominating 
he retail grocery business, and con

sUlllers themselves. The attitudes 
bf each will help determine whether 
ank cards eventually spread into 
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the only remaining market of 
significance that has not been pen
etrated by credit cards. 

Attitude of bankers 

Use of bank credit cards has spread 
rapidly in recent years. Started as 
a regional instrument, primarily in 
California and some northern 
states, cards were issued by only 
390 banks at the end of 1967. By 
the end of 1971, more than 1,000 
banks operated credit-card pro
grams and maybe as many as 8,000 
others were associated with credit
card programs. During those years, 
the amount of debt outstanding 
under bank-card programs in
creased from $826 million to $4.5 
billion-an advance from 1.5 percent 
of total consumer credit at com
mercial banks in 1967 to 8.1 per
cent in 1971. 

Growth was even faster in states 
of the Eleventh District-possibly 
because of the late start of bank
card programs in the Southwest. 
Although two of the earliest banks 
to issue credit cards were in Dallas, 
their essentially local programs 
changed little from their initiation 
in the early 1950's until theirin
corporation into nationwide pro
grams in the late 1960's. 

Even after broad-based pro
grams were well established in the 
rest of the country, there were still 
few credit-card plans in the South
west. With a total of $41.1 million 
outstanding in credit at the end of 
1967, they accounted for far less 
than 1 percent of the consumer 
credit at commercial banks in 
states of the District. 

But by the end of 1971, 88 banks 
in these states held receivables 
under bank-card programs. And al
though only about two-thirds of 
these banks issued cards, several 

hundred other banks were associ
ated with them. The total debt 
outstanding under bank-card pro
grams in states of the District 
had reached $404.4 million to ac
count for close to 7 percent of 
all bank consumer credit in these 
states. This tenfold increase in 
credit-card debt over a four-year 
period and proliferation of credit
card programs indicate the District 
was rapidly reaching a par with 
the rest of the country in the use 
of bank cards. 

In spite of this growth, however, 
credit-card programs have still not 
reached the profitability that the 
volume of credit would seem to 
indicate. Nationwide, only about a 
third of the programs surveyed 
were profitable in 1970. And while 
a more recent survey of programs 
in the Eleventh District showed a 
slightly better profit picture last 
year, fewer than half the programs 
in the Southwest were profitable. 

Several explanations have been 
offered for this lack of performance. 
Fully implementing programs 
seems the most commonly men
tioned problem. Although credit 
losses, frauds, and the high cost of 
money have been contributing fac
tors, the most prevalent problem 
seems to be difficulties in achieving 
economies of scale. Analysis of the 
41 programs in the District shows 
substantially more facilities arid 
staff than needed to process the 
volume of credit tickets. This ex
cess capacity contributes to a high 
fixed cost of tickets, resulting, as 
might be expected, in a fairly sig
nificant inverse relationship be
tween the profits of a program and 
a bank's excess capacity. 

Every program manager re
ported that he could handle more 
tickets without adding to his 
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equipment and facilities. Estimates 
of the possible increase in workload 
that could be absorbed without 
increases in facilities or equip
ment ranged from one-tenth to 
three times the current flow of 
tickets. Estimates of the increase 
that could be handled without 
adding staff varied from a tenth 
to 1 ~ times the current volume. 

All the managers believed they 
could handle twice the number of 
tickets without doubling the cost 
of their operation. Their estimates 
of the increase in cost required 
to handle a twofold increase in 
volume ranged from zero to 50 
percent. These estimates, which 
clustered around 25 percent, indi
cate significant improvements in 
the profit potentials of programs 
in the Southwest if the volume of 
tickets could be increased. With 
an increase in volume, the ayerage 
fixed cost would almost certainly 
decline and very probably without 
significantly increasing the average 
variable cost. 

Interviews with six program 
managers in Dallas and Houston 
drew mixed responses to the idea 
of credit cards being accepted for 
purchases of groceries, however. 
In spite of the profit potential that 
might be developed in such an 
undertaking, only one manager 
was wholly in favor of the idea, 
compared with two that were 
clearly opposed. The other three 
considered the idea an important 
possibility for the development of 
new business, but they had serious 
reservations. Of the six, three had 
investigated the potential for gro
cery use, but only one had a major 
grocery outlet under contract. 

Opposition to the idea resulted 
mainly from the belief that bank 
cards are not appropriate for the 
purchase of necessities. Managers 
opposing the idea felt that peoflle 
would have to be financially des
perate to use credit cards to buy 
food. They were worried that such 
purchasers, who they envisioned as 
typically having low incomes, 
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might buy more than they could 
afford and feel the pinch later. 
Others, however, thought this 
possibility remote, considering 
the screening required for the 
issuance of a bank card. 

All six managers noted the large 
amounts consumers spend on gro
ceries and the regularity of their 
purchases. Those interested in 
the possibilities for developing 
this new line of credit business 
but with reservations about its 
suitability were concerned on two 
counts. While they were not wor
ried that large numbers of card
holders might default in payment, 
they thought many cardholders 
might either (1) use their entire 
line of credit on groceries, and 
thereby be unable to use their 
cards for other purchases, or (2) 
consistently pay their accounts 
off every month, and thereby de
prive the bank of service charges. 

Pursuing the likelihood of such 
eventualities, however, some man
agers pointed out that bank cards 
are issued without regard for spe-

-
cific use, as are c~rds for use at 
particular department stores or 
gasoline stations, for example. 
D se of bank cards for grocery pur
chases, they reasoned, might be 
more dependable than some pur
chases that go unquestioned, such 
as at restaurants and nightclubs. 
Managers taking this line of rea
soning again pointed out that 
cards are issued on the basis of 
creditworthiness. That in itself, 
they thought, would provide some 
protection against collection 
problems becoming major. 

All six managers indicated a be
lief that, on the whole, grocers . 
are not interested in implernentmg 
charge programs. That belief, 
coupled with their own doubts.' has 
largely inhibited their aggresSIVe
ness in promoting credit-card 
programs for food purchases. 

Attitude of grocers 

Recent years have seen consider
able discussion in the re~ai1 fOo~ 
industry about the pOSSIble ~ee 
for following other retailers In 

-------------------------------
Growth in bank cards slows markedly 
as consumer markets are saturated 
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Offering some form of consumer 
credit. And much of the discussion 
has centered on bank credit cards. 
But although several chains and 
Some independent stores have ex
P?rimented with bank cards, the 
discussion has been inconclusive. 

Generally, grocers see little ad
vantage to accepting credit cards 
or extending any other form of 
C~edit. They, in fact, see several 
disadvantages. 

This, of course, is a considerable 
change from only a few years back. 
Dntil World War II, much of the 
nation's retail food was bought on 
c~edit-as it had been for genera
tlOns. More than half the groceries 
Sold in 1930, for example, were 
bought on open-book accounts. 
And the prevalence of this practice 
?ontinued with only slight dimin
lshment until the war. 

After the war, however, use of 
grocery-store credit declined 
sharply. This decline-to possibly 
as little as 1 percent of sales in 
1968-coincided with the develop
lUent of supermarkets and the 
spread of cash-and-carry selling. 
Also, with increases in wages and 
Welfare after the war, the need for 
grocery credit dwindled, and with 
freer migration, local credit ties 
were broken. 

But even as open-book credit 
was passing from neighborhood 
scenes, multiple-use credit cards 
~ere starting to emerge as a major 
lnstrument of consumer credit. 
Grocers are well aware that since 
their burst of growth in the late 
~960's, these cards have reached 
lnto almost every other consumer 
lUarket. Generally, however, gro
?ers seem to feel that they would 
~~~lement credit-card programs in 

elr stores only if (1) the cards 
Could be used to increase profits 
~h (2) consumer demand was such 

at they would otherwise lose 
~Usiness. So far, neither condition 
as arisen. 

----

Grocers see no way that credit 
cards could increase their profits 
-or, indeed, might not cut into 
them. As retail food outlets have 
become larger, they have grown 
more dependent on increased vol
umes of sales. As a result, the orien
tation of the industry has been to 
comparatively low margins of net 
profit. Although the gross markup 
on merchandise at these stores 
averages about 20 percent, the 
gross profit margin before taxes 
tends to be only about 2.5 percent 
of sales and net profit is usually 
only about half that. With mer
chants' discounts under bank-card 
plans in the Eleventh District 
ranging from 2 to 5 percent of 
sales, the before-tax profit is hardly 
enough to allow the acceptance of 
credit cards. 

Also, since most of the items 
people buy at grocery stores are 
considered necessities, grocers . 
could hardly expect the introduc
tion of credit cards to make any 
significant change in their total 
sales. One store or chain of stores 
might gain some initial advantage 
over its competitors by introducing 
credit cards. But this advantage 
would probably dissipate quickly 
as competitors followed suit, espe
cially if credit cards were adopted 
industrywide. 

Many grocers, nevertheless, feel 
that although credit cards have not 
been significant in nonprice com
petition-as, say, trading stamps 
have been-and consumers have 
given few signs that they might be
gin to expect this service, it is only 
a matter of time. Meanwhile, they 
argue that consumers are not inter
ested in using credit cards to buy 
food. But that, of course, is some
thing for consumers to decide. 

Attitude of consumers 

To gauge consumer reaction to the 
idea of bank cards being used for 
groceries, 440 householders were 

interviewed in Dallas in 1971.1 Re
actions varied considerably. Only 
about 40 percent of those inter
viewed were not clearly opposed to 
the idea. And of these, only 11 per
cent were wholly in favor, the other 
29 percent being only somewhat 
favorably disposed. But the distri
bution of reactions varied signif
icantly with age, income, and race. 

o Reaction by age-Of respon
dents under 30 years of age, 20 
percent were in favor of buying 
groceries with a credit card and 
another 32 percent were somewhat 
in favor. Of those between ages 
30 and 44, about 9 percent were in 
favor and about 33 percent were 
somewhat in favor. Of those 45 and 
over, only about 7 percent favored 
the idea and only 21 percent were 
even somewhat favorable. 

o Reaction by income-Of those 
with annual incomes between 
$5,000 and $10,000, nearly 17 per
cent were in favor of using credit 
cards for food and about 50 percent 
were opposed. Of those earning be
tween $10,000 and $15,000, only 6 
percent were in favor and about 
two-thirds were opposed. Among 
those with incomes over $15,000, 
the proportion in favor moved up 
again, reaching 10 percent, but the 
proportion opposed was still about 
two-thirds. 

o Reaction by race-Of responses 
from nonwhites, nearly 22 percent 
were in favor of using credit cards 
at grocery stores, compared with 
about 7 percent of the responses 
from whites. Nonwhites were also 
less inclined to oppose the idea: 
34 percent were opposed, com
pared with nearly 70 percent of the 
whites. 

There seemed to be a positive 
correlation, however, between 
knowledge of credit operations and 
favorable responses. Nearly half 
the consumers that rated medium 
to high in their knowledge and 
understanding of credit were at 

1. ~his survey was conducted by Gary F. Fairchild and 'rhomno L. Sporleder (Co".umer Credit in the Retail Food l?,dustr1/: Attitudinal A.Ul!1/sis and 
arT'et Scontcntation. Technical Report 71-7, Department of Agricultural Economics and Rural Sociology. Texas A&M University). 

llUs' lness Review I October 1972 9 



least somewhat favorable to the use 
of cards at grocery stores. Of those 
that rated low in their knowledge 
of credit, less than a third favored 
the idea. 

At the same time, people that 
had some sort of credit card fa
vored the idea less than those that 
had no card-a seeming inconsis
tency. There was no significant dif
ference between people that held 
cards and those that did not in 
their understanding of credit. The 
group without credit cards, how
ever-about 15 percent of the sam
ple-was dominated by low-income 
groups and nonwhites. These are 
the people most in favor of using 
credit cards for groceries. 

The reasons people gave for their 
reactions were revealing. More 
than 90 percent of those inter
viewed saw distinct disadvantages 
to the use of credit cards for food 
purchases. More than 70 percent 
expressed a fear of overspending. 
But surprisingly, the highest in
come group was the one most con
cerned with problems of over
spending. About 20 percent of the 
people interviewed made such re
marks as "increased cost," "won't 
work," "another bill with nothing 
to show for it," and "people won't 
pay their bills." Still others simply 
said they did not like the idea. 

Roughly 58 percent of the sam
ple, nevertheless, saw some advan
tage to the idea. Convenience
cited by 23 percent-headed the list. 
More than 17 percent of those in
terviewed thought credit cards 
would be useful "when you run 
short of money." Nearly 10 percent 
thought credit cards would help 
them "keep up with the grocery 
bill." And some 8 percent thought 
cards would allow them to take 
better advantage of special sales. 

In spite of the mixed and often 
negative attitude of consumers 16 
per~ent said that, given the op~or
tumty, they would use a credit 
card frequently to buy food. An
other 25 percent thought they 
would use a card at least occasion-

10 

ally. Taken as a whole, these re
sponses indicate that the idea of 
using bank cards at grocery stores 
has enough credibility with con
sumers that it cannot be dismissed 
as unworkable. 

Findings for the future 

Pointed up essentially by studies 
of the attitudes of bankers, gro
cers, and consumers was the new
ness of bank credit cards, espe
cially the newness of the idea of 
their being used for food purchases. 
N early every manager of bank 
credit-card programs, for example, 
cited consumer education as a ma
jor problem in the development of 
the credit-card business. Many 
accounts that managers felt should 
have been good had gone bad, they 
said, and primarily because of the 
extreme flexibility and convenience 
of credit cards. Some of the fault 
they attributed to their own organi
zational problems in implementing 
programs, but most of the trouble, 
they thought, was due to users not 
being more familiar with bank-card 
programs. 

Most of these problems will 
probably be worked out in time
probably only in time-and whether 
grocery stores are included in the 
credit-card market or not. Con
sumers are apparently already 
becoming concerned about over
spending. What data are available 
on the actual use of credit cards at 
grocery stores indicate, in fact, 
that most people are fairly careful 
when shopping for groceries with 
credit cards. 

Long accustomed to viewing 
consumer credit in terms of instal
ment accounts, many banks evi
dently have still not made a clear 
distinction between more tradi
tionalloans and the revolving 
credit extended through bank-card 
programs. Some program managers 
noted the difference, however, com
menting on the need to view bank
card accounts not on an individual 
basis but as part of the total vol
ume of credit extended under a 

-
program. Accounts that might not 
be individually profitable can, 
nevertheless, cover variable costs, 
contribute something to fixed 
costs, and help the bank achieve 
economies of scale. 

Although many managers have 
not taken this volume-oriented ap
proach to their programs-whether 
because of restraints from their . 
superiors or the constraints of theIr 
own views regarding consumer 
credit-their concern about the use 
of bank cards for necessities has 
not prevented them from extending 
their programs to include the purd chase of clothing and gasoline an f 
in some cases, even the payment 0 

rent. As for the complaintr-of bank
ers, grocers, and consumers-that. 
there is nothing to show for the bIll 
when cards are used for food, bank 
cards are already used extensiVelYd 
for travel, entertainment, and foo 
away from home. 

Banks could benefit from an ex
tension of credit cards into the 
grocery trade-and on two fronts. 
First, such an extension would al
most certainly increase the voluIIle 
of tickets handled, improving the 
efficiency of their programs and 
lowering per-ticket handling ~osts. 
Second, extension into grocene.s 
would provide a potent marketIng 
tool for attracting new accounts, 
further contributing to the pro-d 
gram expansion bank cards nee . 
Each new market has brought neW 
card users, and as bank cards be
come a better substitute for cash 
and checks, more people find theIIl 
useful. Once people start using a 
bank card for one purpose, they 
are inclined to use it for others. 

The matter of volume also re
lates to the operations of grocers'd 
Shopping patterns show increase k 
traffic in thellatter part of the wee 
-a pattern coinciding with pay
days. Use of credit cards would he 
presumably tend to smooth out t d 
flow of shoppers, lowering overhea 

costs and cutting shelf losses dur
ing what is now the slow part of 
the week. 



-
!furthermore, although their 

P~Incipal business is still food, with 
t e development of supermarkets, 
grocers have increasingly become 
Feneral merchandisers. Last year, 
or example, sales of nonfood items 
~t grocery stores reached $40 billion 
. ° account for 30 percent of all the 
Ite~s sold at grocery stores. As 
~helr proportion of nonfood sales 
Increases, grocers come more into 
COtnpetition with other general 
retailers, many of whom offer 
credit-card services. 

Not only could the higher profit 
lnargins on nonfood merchandise 
bupport credit-card discounts to 
~ks-as they do at other retailers 

- ut credit-card programs would 
lnost likely increase the volume of 
nonfood sales-conceivably, high 
~nough to support the discount on 
ood sales. Grocery stores are in B unique bargaining position. 
ecause of their high volume of 

sales, their ordinary banking busi
bess is very much sought after by 
bankers. They could very probably 
argain for broader arrangements 

~egarding credit-card discounts 
han merchants with smaller vol

Ulnes. Such bargains might be 
struck with advantages to both the 
grocer and the bank. 
s' The grocery industry's discus
f Ions of credit cards result mainly 
;Otn recognition of its situation-
ot only the volume of sales at gro
~h? stores, the bargaining position 
de IS yolume gives stores in their 
t alings with banks, and the advan
oages of spreading customer traffic 
~er the week but also the impor-
c nce of customer service in suc
~sSfUl food retailing. One of the 
s os~ essential components of this 
;rylce is now check cashing, 
b hlCh, because of the large num
e;r of bad checks, has become very 
chPensive. Although people that 
11 ~onicallY write bad checks may 
c~ ?e those that ordinarily have 
thedlt cards, there is a possibility 

at credit cards would reduce the 

~lIs' lness Review I October 1972 

number of checks cashed and, to 
an extent, the incidence of bad 
checks. 

The advantages of using credit 
cards at grocery stores are less 
clear from the standpoint of con
sumers. The convenience of such 
a practice is obvious. Any increase, 
in fact, in the ways credit cards can 
be used enhances their attractive
ness to consumers. But any change 
in life-style under a revolving credit 
plan is limited to the line of credit 
extended. And even then, the infu
sion is for one time only. 

It is clear, nevertheless, that 
people would use bank cards to buy 
food. Considering the credit inves
tigations required for the issuance 
of cards, this in itself could be argu
ment enough for implementing 
credit-card programs for grocery 
stores. 

The rapid expansion of bank 
credit cards has stimulated broad 
speculation about a cashless-check
less society. Some two-thirds of 
the consumers interviewed thought 
this country is moving toward such 
a society. Several bankers had sim
ilar views, although they expected 
the financial instrument to be 
something different from current 
credit cards. Many grocers were 
also reconciled to the eventual en
try of credit cards into the' retail 
food industry, despite their reluc
tance to hasten such an entry. 

Again, the final determinant 
seems to be experience with this 
new and increasingly popular in
strument. Whether bank cards are 
eventually used at grocery stores, 
only time can tell. And time in this 
ca.se may be very important, not 
only because more and more peo
ple expect credit-card service but 
also because the strongest support 
for credit cards at grocery stores is 
among young consumers-who will 
make up the future market. 

-Dale L. Stansbury 
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Statistical Supplement to the Business Review 

Total credit rose substantially at 
weekly reporting banks in the 
Eleventh District in the four weeks 
ended September 20. Both loans 
and investments increased more 
than usual for that time of year. 
And in line with the expansion in 
credit, there was a sharp rise in 
total deposits. 

The rise in loans was due main-
1y to greater demand from consum
ers and nonbank financial institu
tions, probably reflecting the 
recent increase in retail sales of 
durable goods. Business loans were 
fairly sluggish. Real estate and se-

. curity loans increased about in line 
with normal expectations. 

Total investments rose substan
tially as banks added to their hold
ings of Government and other 
securi ties. 

A decline in large CD's outstand
ing brought a moderate reduction 
in total time and savings deposits. 
This reduction was more than off
set, however, by a sharp increase 
in demand deposits. As a result, 
banks were left with a net gain in 
total deposits sufficient to finance 
the rise in credit demand with only 
a slight increase in Eurodollar 
borrowings. 

Seasonally adjusted total employ
lllent in the five southwestern 
states rose to a record high in 
August as the unemployment rate 
eased slightly from 4.6 percent of 
the labor force to 4.5 percent. All 
categories of nonfarm employment 
continued to show significant im
provement over a year before. The 
sharpest gain over July was in 
durable manufacturing, where em
ployment was up 0.7 peFcent. Al
though construction and transpor
tation and public utilities showed 
slight declines from July, most 

nonmanufacturing industries re
ported employment gains. The 
largest advances were in mining, 
up 0.5 percent, and government, 
up 0.4 percent. 

Registrations of new passenger 
automobiles in Dallas, Fort Worth, 
Houston, and San Antonio dropped 
an average of 3 percent in August. 
Registrations varied widely, how
ever. San Antonio reported the 
greatest increase-12 percent-while 
Houston, at the other extreme, re
ported a decrease of 10 percent. 
Total registrations were 20 percent 
more than in August 1971, and 
cumulative registrations for the 
first eight months of 1972 were 13 
percent more than in the same 
period last year. 

Crop prospects in states of the 
Eleventh District were generally 
improved in August, as harvests 
progressed about the same as last 
year. Cotton production for the 
five states was estimated on Sep
tember 1 at nearly 5.7 million 
bales-40 percent more than last 
year. Grain sorghum production in 
Texas will be 10 percent greater 
than in 1971 if the expected record 
yield is realized. 

A drop in meat animal prices in 
the month ended August 15 
brought the index of prices re
ceived by Texas farmers and ranch
ers down 2 percent from a month 
before. A moderate increase in crop 
prices held the index 18 percent 
higher than a year before, even 
though livestock prices were off an 
average of 4 percent. 

With nearly 2.1 million head of 
cattle on feed September I-an in
crease of nearly a th.ird over a year 
befoFe-Texas remained the num
ber-one cattle feeding state. With 

more than half a million head on 
~eed, Arizona feedlots were operat
l?-g 18 percent ahead of a year ear
her. The expanding feeding indus
try in District states now accounts 
for about a fifth of the fed cattle 
in the nation. 

Department store sales in the 
Eleventh District were 10 percent 
greater in the four weeks ended 
September 23 than in the corre
sponding period last year. Cumula
tive sales through that date were 
also 10 percent greater than in the 
comparable period a year before. 

The seasonally adjusted Texas in
dustrial production index slipped 
slightly in August from a revised 
record high in July. At 131.4 per
cent of its 1967 base, the index 
showed monthly declines in every 
major category. 

Output in most manufacturing 
industries turned downward in 
August. The largest declines were 
in petroleum refining, off 3.7 per
cent, and fabricated metals, off 2.3 
percent. Of the few manufacturing 
industries showing increases, the 
lumber and wood products group 
reported the strongest-a rise of 2.3 
percent. Despite this general de
cline, however, the apparel indus
try was the only manufacturing 
group not showing a gain over a 
year before. 

Mining also was off from July, as 
was the output of utilities. Produc
tion of crude oil was down 3.6 per
cent. The only gain in mining was 
a 0.8-percent increase in the pro
duction of metal, stone, and earth 
minerals. Utilities dropped for the 
second consecutive month. The 
August decline was due primarily 
to a 3.9-percent drop in the distri
bution of electricity. 



CONDITION STATISTICS OF WEEKLY REPORTING COMMERCIAL BANKS 

Eleventh Federal Reserve District 

(Thousand dolla rs) 

ASSETS 

Federal funds sold and securities purchased 
under agreements to resell •. •• •••••• ••.•. • •• 

Other loans a nd discounts, groSl •... • . •.• . .... .. 

Commercial and industria l loans .•• . ....• . •. . • 
Agricultural loans, excluding CCC 

certiAcates of interest ••....••..... •.•••... 
Loans to brokers and dealers for 

purcha sing or ca rryingl 
U.S. Government securities .•. ... . ... . .... .. 
Other securities .•••.•••.•.•.•...•. •.•. •. • 

Other loans for purchasing or carrying: 
U.S. Government securities •....... . ... . .. .. 
Other securities .... ... . .. . ..... ... .... . . 

Loans to nonbank Anancial institutions: 
Sales flnance, persona l Anance, factors, 

and other business credit companies • .•. . .. 
Other ... ..... ......... .... ...... ... .. . 

Real estate loans ........... •.... ... . .... .. 
loans to domestic commercial banks ....••... . 
loans to foreign banks . •••.• .... .. . . ... . .... 
Consumer instalment loans ... ... •. ........... 
Loans to foreign governments, ofAcial 

ins titutions, central banks, and international 
institutions ....•. ..• . .• •. , •.• .. .... ... . .. 

Other loons ••• ••• • •.••• •• • •• • • •••••..•. . • . 
Total investments •. ......... ...• . .... . .••.. . . 

Total U.S. Govern ment securities ..... . ... .• . .. 
Treasury bills . . . .......... ..... .. . .. .. . . 
Trea sury certiAcates of indebtedness ....•.• . 
Treasury notes and U.S. Government 

bonds maturing: 
Within 1 year ... .. .......... .. ...... .. 
1 year to 5 years •.•• • •.. • • . •••.• . ..•.. 
After 5 yea rs ........................ . 

Obligations of states and political subdivisions: 
Tax warrants and short-term notes and bills •. . 
All other •••• • ••••••••••••••.••.••••••.. 

Other bonds, corporate stocks, and securities: 
Certlflcot es representing participations in 

federal agency loans •••................ 
All other (including corporate stocks) •• •• • ••.. 

Cash Items in process of collection •• • . . . . ... .... . 
Reserves with Federal Reserve Bank •. •.. . . .. .. .. 
Currency and coin •.. • • ••. • ......•........... 
Balances with banks in the United States • ••• • .•. . 
Balances with banks in foreign countries .•.. . . .... 
Other a ssets (including Investments in subsidiaries 

not consolidated) •• •••• • ••• . ••• .• • ••••.•• •. 

Sept. 20, 
1972 

914,050 
8,183,490 

-----
3,635,246 

193,508 

1,166 
85,227 

6,429 
454,692 

131,919 
686,753 

1,092,046 
16,1 20 
30,846 

925,273 

0 
924,265 

3,647,053 
-----

1,000,772 
166,736 

0 

135,193 
492,360 
206,483 

142,8 18 
2,253,8 18 

15,004 
234,641 

1,445,180 
926,969 
104,447 
400,564 

12,354 

606,350 

TOTAL ASSETS .... .... . ................. 16,240,457 

RESERVE POSITIONS OF MEMBER BANKS 

Eleventh Federal Reserve District 

(Ave rag es of dally figures. Thousand dollars) 

Aug. 23, Sept. 22, 
1972 1971 

948,629 1,2 14,238 
8,126,998 7,011,139 
---- ----

3,625,408 3,252,758 

188,709 121,493 

1,165 512 
93,235 54,019 

5,694 5,682 
453,719 429,785 

129,968 137,143 
66 1,439 484,769 

1,083,357 855,208 
16,365 16,467 
32,538 31,259 

907,874 792,040 

0 0 
927,527 830,004 

3,605,184 3,094,553 

993,2 12 984,791 
158,934 108,301 

0 0 

136,008 156,875 
490,847 589,651 
207,423 129,964 

84,172 57,138 
2,293,071 1,904,233 

15,135 15,834 
219,594 132,557 

1,394,412 1,243,645 
901 ,559 837,268 
106,962 94,789 
372,5 15 414,904 

12,629 9,302 

602,546 477,515 
---- ----
16,071,434 14,397,353 

5 weeks ended 4 weeks ended 4 wee k. ended 
Item Sept. 6, 1972 Aug . 2, 1972 Sept. 1, 1971 

RESERVE CITY BANKS 
Total reserves held • . . . . .••...• • 917,5B9 911,366 831,626 

With Federal Reserve Bank • •• • 852,995 846,390 774,002 
Currency and coin .•.. . •.• •.• 64,594 64,976 57,624 

Require d reserves •••• ...•••.... 918,036 917,076 844,0 14 
Excess reserves • •••••• • ••• ••••• -447 -5,710 - 12,388 
Borrowings • • . . ••••• . .. . . • . . . . 0 1,178 4,268 
Free reServes ••.. . .. . .. . •. ... . -447 -6,888 -16,656 

COUNTRY BANKS 
Total reserves held •••.. .......• 991,849 984,647 885,831 

With Federal Reserve Bank •••. 783,263 773,762 685,758 
Currency and coin ... . . • ... .. 208,586 210,885 200,073 

Required reserves • ••• ..• ... .... 972,712 960,375 860,128 
Excess reserves ••. ..... ....... . 19,137 24,272 25,703 
Borrowings .•.. . ..... ...•..... 3,092 1,774 7,350 
Free reserves ...........•... . . 16,045 22,498 18,353 

ALL MEMBER BANKS 
Total reserves held . ... .. . ...... 1,909,438 1,896,013 1,717,457 

With Federal Reserve Bank .. . . 1,636,258 1,620,152 1,459,760 
Currency and coin ...... ..... 273,180 275,861 257,697 

Required reserves .. •... ...... . . 1,890,748 1,877,451 1,704,142 
Excess reserves • • . ... .. .. . ... .. 18,690 18,562 13,315 
Borrowings • • ... . .. . ... ....... 3,092 2,952 11,618 
Free reserves . •. .• ... .... . . ... 15,598 15,610 1,697 

Sept. 20, Aug . 23, 
LIABILITIES 1972 1972 

Total deposits .. ... . ................ . ... .. . .. 12,43B,720 12,299,B29 
---- ----

Total de mand deposits ••••• .. .•. • • ....• • •.• • 6,800,275 6,642,554 
Individuals, partnerships, and corpora tions . . . . 4,738,032 4,730,117 
States and politico I subdivisions ... . ........ 374,337 386,807 
U.S. Government ..... ..... . ..... . ... . ... 264,431 81,800 
Bonks in the United States • .• •. • • . ••.•.•••• 1,302,538 1,312,871 
Foreign: 

Governments, officiol institutions, central 
banks, and international institut ions .•. . . . 3,336 2,789 

Commercial banks .. . ....• • ... . . ....... 36,370 36,838 
Certjfled and offlcers' checks, etc .... .. . .. . . . 81 ,231 91,332 

Total time and savings de posits . . .. ...... .... . 5,638,445 5,657,275 
Individuals, partnerships, and corporations: 

Savings de posits .• .. . ..... ... .. ..... . .. 1,194,620 1,154,668 
Other time de posits . . ........ . .. .... . .. 2,942,334 2,937,792 

States and politicol subdivisions .... ... .. .. . 1,370,267 1,429,924 
U.S. Government (including postal saving s) •• • . 22,945 26,88 1 
Bonks in the United States .. . ......•. •. •. •• 93,779 93,010 
Foreign: 

Governments, oftlcial institutions, central 
ban~s, and International institutions •. . . .. 13,400 13,900 

Commercial banks . . ••.•.•.•.•.•••.• • .. 1,100 1,100 
Federal funds purcha sed and securities sold 

under agreements to repurchase •...•. • .. . .... 1,953,034 1,979,174 
Other liabilities for borrowed money • ....• ... . .. 100,236 51,935 
Other liabilities ••• ••••. • ••••••.•••.•••••••.•• 449,724 450,516 
Reserves on loans . ••.•.• .. •. . .... . ••. . . . ... .. 139,681 139,763 
Reserves on securities .• • . • ... •.... .• .. . •• . . .. . 19,159 18,184 
Total capital accounts •••••••••. •• ..•.......•. 1,139,903 1,132,033 

TOTAL LIABILITIES, RESERVES, AND 
CAPITAL ACCOUNTS ................... 16,240,457 16,071 ,434 

CONDITION STATISTICS OF ALL MEMBER BANKS 

Eleventh Federal Reserve District 

(Million dollars) 

Aug. 30, July 26, 
Itom 1972 1972 

ASSETS 
Loans and discounts, gross • . ... .. .. ...•... 16,033 15,719 
U.S. Government obligations . . .... . . ...... 2,310 2,287 
Other securities • •• •.. .. .. . . . .. . .... . .... 5,228 5,225 
Reserves with Federal Reserve Bank •..... . . 1,501 1,507 
Cash in vault •• ... . ... .. . ... . . . .. . . ..... 314 309 
Balances with banks In the United States • • . . 1,190 1,242 
Balances with banks In foreign countrlese • • • . 16 13 
Ca sh items in process of collection •• • . . . .... 1,514 1,655 
Other assetse •• • •• • •• ..••. .•. •••.••..•. 1,180 1,118 

TOTAL ASSETSe ...................... 29,286 29,075 
LIABILITIES AND CAPITAL ACCOUNTS 

Demond de posits of bonks ••.... ••. ..•.• . 1,689 1,739 
Other demand deposits . ......... . . .. .... 10,557 10,657 
Time d eposits •.. .. . . . . . . . ........ . . ... . 11,498 11 ,383 

Total deposits •• • .••• • • •. .• . •• • •• •• . •• 23,7 44 23,779 
Borrowings .... •. •••.•. . •• . .. . ......... 2,094 1,929 
Other liabilitiese . . ............. . ........ 1,467 1,402 
Total capital accountse .. .. .. ... . .. • . •.•. 1,981 1,965 

TOTAL LIABILITIES AND CAPITAL 
ACCOUNTSe ............. .... ... .. 29,286 29,075 

e-Estlmated 

Sept. 22, 
1971 

11,033,079 -6,274,815 
4,386,249 

257,209 
236,306 

1,270,532 

2,137 
33,241 
89,14 1 

4,758,264 

1 065,072 
2:572.961 
1,021,053 

26,140 
56,638 

15,300 
1,100 

1,685,2 17 
77,746 

376,073 
119,899 
34,639 

1,070,700 -
14,397,3E, 
=-

-
Aug. 25, 

1971 

13,648 
2,347 
4,291 
1,562 

291 
1,185 

11 
1,360 

959 -25.6.H. =-
1,749 
9,695 
9,610 -21,054 
1,574 
1,139 
1,887 

~ =--
CONDITION OF THE FEDERAL RESERVE BANK OF DALLAS 

(Thousand dolla rs) -
Sept. 20, Aug . 23, Sept. 22, 

1t~m 1972 1972 1971 
---------------------------------------------------------------
Total gold certiflcate reserves •. .. .• ••. ..• . .. 
Discounts for member banks • •.. . ..... . .... . 
Other d iscounts and advances • • • •........... 
U.S. Government securities • • •.. . . . ... . . .• .. 
Total earning assets •• . •. .. .. . •. . •.. . •••••• 
Member bank reserve deposits • •••.•. ••• ••. • 
Federal Reserve notes In actual circulotlon • . •.• 

258,294 330,3 13 490,264 

37,500 7,010 36,04~ 
o 0 

3 197 050 3 240 709 3,024,7911 
" " 3 060,83 3,234,550 3,247,719 1 '460,866 

1,624,810 1,569,344 ' 440 
2,177,107 2,169,330 2,080, 

----------------------------------------------------------



BANK DEBITS, END-OF-MONTH DEPOSITS, AND DEPOSIT TURNOVER 

SMSA's in Eleventh Federal Reserve District 

(Dollar amounts In thousands, seasonally adjusted) 

DE81TS TO DEMAND DEPOSIT ACCOUNTS' 

Percent change 
DEMAND DEPOSITS' 

August Augu.t 1972 from Annual rote 

1972 8 months, of turnover 

Standard metropolitan (Annual-rote July Augu.t 1972 from August 31, August July statistical area basis) 1972 1971 1971 1972 1972 
August 

1972 1971 

ARIZONA, Tuc.on ••.• •• .. •.... . •••• .•... ...•..• . • •. • $10,257,048 9% 30% 26% $3 17,099 32.6 30.0 
LOUISIANA, Monroe • •......•.•.....••••• . .. . ....•• • . 4,321,800 14 16 18 114,210 

28.6 
38.1 34.7 

Shre veport . . . ...• .. .•.•.......... .. ..... 14,287,488 19 8 16 291,916 47.1 39.8 
36.5 

NEW MEXICO, Ro.well ' • • ••••••••••••••.•.•...... . •• 929,172 0 - 13 2 
47.7 

43,256 21.0 21.2 
TEXAS, Abilene • • • •••• •••• ••••• •••• •• •• • .•. •....•... 2,688,432 5 7 12 

25.0 
121,203 21.7 20.7 

Ama rillo •••• • •••• •••• •••••••...•...•.•...• . • 8,035,980 6 20 18 186,628 23.0 
42.6 39.6 

Austin ••. ... ......•.• . .•.••• • ............. . . 12,650,724 3 7 17 418,014 29.3 
38.3 

Beaumont-Port Arthur-Orange ••.•... ..... . .... .. 7, 148,172 5 3 3 264,876 26.6 
26.6 32.8 
25.2 26.6 

Brownsvllle-Harlingen-San Benito ••••. ..... . . ..... 2,556,552 9 51 19 102,685 25.6 24.0 
8ryan·Coliege Slation ............ ............. 1,590,261 2.1 29 24 51,883 30.2 24.5 

20.5 

Corpus Chrl.ti •• • •••••• •••• • • •• . • •... ....••..• 7,472,964 2 15 15 271,205 28.0 
27.6 

27.6 23.8 
Corsicana 2 •• • ••• •• ••••••••• • •••••••••••••••• 554,040 7 13 I 35,827 15.2 14.4 
Dalla •• •• ••••••••••• •••••• ••••..••........ · . 157,527,780 7 16 II 2,845,428 56.2 53.8 

14.7 

EI Pa.o . ..... ........ ...... .. .......... ..... 10,581,648 9 22 16 293,841 35.5 31.4 
56.6 

Fort Worth •••• ••• .•. •••••• • ••••...... · • •••·· 30,32 1,324 5 2 7 778,830 38.1 36.5 
31.8 

Galve.ton·Texa. City .. . ...... . . . .............. 3,383,772 16 15 I 124.794 26.9 23.7 
42.3 

Houston • ••••••••• . • • ••••• •• •• ••.... ...••..•• 146,231,220 6 21 22 2,026,265 46.6 43.8 
25.6 
43.4 

Laredo •. . . . . ... .. ••.•..•• .. •. .... .. .... . ... 1,240,032 5 15 10 51,8 19 24.5 23.7 24.3 
Lubbock ••••••.• ..•. •• ••••••• •••.••••••.••. . 5,593,836 3 -9 9 197,582 28.6 28.6 34.2 
McAllen·Pharr·Edlnburg ...... . .. .. ... . .. ....... 2,550,780 9 48 32 138,258 18.5 17.1 15.8 
Midland ••••••••• •.•••. •• •• •• •• •. •· •·••·· • · . 2,405,892 15 II 7 145,122 16.3 14.0 15.4 
Odessa • ••• •.... •••••••• • ••••••.••••••••• . •• 1,837,2 12 -4 5 II 107,362 17.3 18.2 17.5 
San Angelo •• • ••• • • •• •• •• •• ••••• • •··· ·· • ·•·· · 1,652,520 -4 7 12 78,479 21.1 22.0 20.4 
San Antonio • •• ••• • •• .• ••• • ••••.•.. .. .....•.. 23,156,916 8 5 7 828,403 27.8 25.9 29.5 
Sherman· Denison •••• •.•• •.• ••••••.....• ..••. • 1,345,500 10 13 10 76,099 17.7 16.2 16.9 
Texarkana (T exa.·Arkan.a.) • •••• • •.•.•••• ••• ••• 1,807,740 2 14 15 82,093 21.2 20.3 21.0 
Tyler ••• ••.••• •• •••••••••••••• •• •••·•••• • •• • 3,139,788 13 26 15 11 4,879 26.6 23.6 23.8 
Waco ••••••.••• • • • •• •••• ••• • •••••••••••••.• 4,591,728 20 23 17 148,242 30.6 26.1 27.8 
Wichita Fall .. ... ......... · ..... ..... .... . .... 2,885,460 -2 2 13 131,296 21.8 22.1 22.4 ---- - ---

Total-29 centers •••••••••••• •• • • •••• ••••••.• ••••••• $472,745,781 7% 15% 15% $11,387,594 41.1 38.5 40.1 

1. De pOSits of Individuals, partnerships, and corporations and of states and pollllcal s ubdivisions 
2. County basis 

TOTAL OIL WELLS DRILLED 

Percent 
Second First chonge 
quarter quarter Percent 1972 from 1971 

BUILDING PERMITS 
Area 1972 1972 change cumulative cumulative 

FOUR SOUTHWESTERN 
VALUATION (Dollar amount. in thou.and.) STATES • ..• • ••••.••••••• 1,697 1,802 -5.8% 3,499 2.9% 

louisiana ••• .•••••. • . ••• . 226 256 - 11 .7 482 -9.2 
Percent change Off.hore ..• •••••••• ••. 50 64 -21.9 11 4 -26.9 

Onshoro .•••.••.•.•• •. 176 192 -8.3 368 -1.9 
Augu.t 1972 New Mexico ••..••••.•• .• 123 144 - 14.6 267 24.2 

NUM8ER from O klahoma .... . .......... 235 305 -23.0 540 - 11.2 
8 months, Texas ••••••.••••.. ..••. 1,113 1,097 1.5 2,2 10 7.9 

Augu.t 8 mos. August 8 mos. July Aug. 1972 from Off.hore •••••. • ••• •• • . I I 2 

Area 1972 1972 1972 1972 1972 1971 1971 Onshore • .• • .•. •••••• • 1,112 1,096 1.5 2,208 7.8 
UNITED STATES ••• .•. •.•.•• 2,884 2,981 -3.3% 5,865 .8% 

ARIZONA 
$6,697 $130,334 -62% 61 % 109% 

Tucson • • •••••• 574 6,062 SOURCE: America n Petroleum Institute 

LO UISIANA 
Monroe'; West 

997 18,275 26 -35 33 
Monroe ••••• 63 820 

Shreve port •• •• 544 3,832 6,414 42,318 62 -19 -2 

TEXAS 
2,649 13,360 49 384 66 

Abilene ••••••• 80 56 1 
Amarillo ••• ••• 176 1,415 4,415 22,175 2 230 20 

Austin •• •••• •• 585 4,484 19,490 168,358 " 100 66 
18,455 -31 -6 53 GROSS DEMAND AND TIME DEPOSITS OF MEMBER BANKS Beaumont • ••.• 210 1,709 1,174 
10,061 I -26 52 

Brownsville •••• 101 845 1,554 
45,609 31 34 7 

Corpus Chri.tI •• 379 3,242 6,275 Eleventh Federal Reserve District 
Dalla . ........ 1,935 13,824 24,939 292,069 38 -39 43 

Denison • •• •••• 37 278 318 2,281 119 47 -I 

EI Pa.o ....... 696 4,732 9,163 122,012 -32 0 58 (Averages of d a lly figures. Million dollars) 

Fort Worth •••• 406 3,401 7,838 56,963 -26 -I -31 

Galveston ••••• 88 599 516 8,164 121 63 -5 

55,166 446,750 -15 -8 - I GROSS DEMAND DEPOSITS TIME DEPOSITS 
Houston • • • •• •• 2,863 29,743 

630 10,284 158 97 79 
Laredo • •• ••.. 75 395 

37,719 6 -3 - 13 Reserve Country Roserve Country 
LUbbock • • •••• 174 1,520 4,307 

4,103 15,657 523 594 94 Date Total city bank. bank. Total city bank. banks 
Midland ••• • .• 103 796 

20,646 94 156 260 
Odessa • • • ••.• 100 739 2,421 
Port Arthur •••• 96 733 461 4,327 -35 -3 5 1970. Augu.t .... . 10,530 4,816 5,714 7,783 2,926 4,857 

San Ange lo .... 52 543 1,030 5,858 9 64 -32 19710 Augu.t ..... 11,468 5,246 6,222 9,615 3,714 5,901 
157,491 96 182 94 

San Antonio ••• 1,588 12,291 25,646 
5,196 -26 38 22 1972. March ••••. 12,118 5,563 6,555 10,978 4,255 6,723 

Sherman • •• • .. 39 388 396 
-23 -17 April ...... 12,407 5,676 6,73 1 10,938 4,180 6,758 

Texarkana •• •• 70 437 371 5,418 -2 

Waco ••••••.• 195 1,797 3,697 25,888 -14 301 51 May . ..... 12,268 5,652 6,616 11,075 4,262 6,813 

11,383 174 58 -21 Juno •••. .. 12,320 5,689 6,631 11,233 4,323 6,910 
Wichita Fall •••• 87 678 2,766 July .. .. ... 12,468 5,708 6,760 11 ,304 4,365 6,939 ----

Total_26 citlo •• • • 1I.3i6 95,864 $ 193,433 $ 1,697,051 3% 13% 27% Augu.t ..... 12,420 5,608 6,812 11,441 4,473 6,968 



VALUE OF CONSTRUCTION CONTRACTS 

(Million doll a rs ) 

January-August 
August July June 

Area and typ e 1972 1972 1972 

FIVE SOUTHWESTERN 
STATES' ... •.. .. .....•.. 1,149 817 1,076 
Residential building . ... . .. 635 468 567 
Nonresidential building •.• . 246 219 338 
Nonbuilding construction ••• • 268 129 171 

UN ITED STATES ......•.••.• 8,875 8,067 8,478 
Residential building . •.. .. . 4,671 3,864 4,375 
Nonresidential building ... . 2,458 2,461 2,447 
Nonbuild lng construction .... 1,746 1,741 1,655 

1. Arizona, Louisiana, New Mexi co, Oklahoma, and Texas 
r-Revlsed 
NOTE: Details may not add to totals because of rounding . 

1972 1971r 

7,915 6,043 
3,972 2,974 
2,084 1,872 
1,860 1,197 

61,513 54,257 
30,236 22,554 
18,042 17,251 
13,234 14,452 

SOURCE : F. W. Dodge DiviSi on, McGraw-H ili Inform ati on Sys tems Company 

LABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT 

Five Southwestern States1 

(Seasona lly adjusted) 

Thousands of persons 

August July August 
/rem 1972p 1972 1971r 

Civilian labor force • • .. ... . . 8,495.8 8,480.5 8,273.3 
Totol employment •• •. . ...... 8,115.7 8,092.9 7,867.6 
Total unemployment • ••.•••.• 380.1 387.6 405.7 
Unemployment rote . .•.•••.. 4.5% 4.6% 4.9% 
Total nonagricultural wag e 

and salary omployment .. . . 6,602.2 6,586.9 6,360.5 
Manufacturing . ••. .. .•..• 1,148.5 1,144.5 1,118.6 

Durable ••••.. .. ..... . • 624.0 619.8 604.2 
Nondurable •.•..... . . . 524.4 524.6 514.4 

Nonmonufacturing ••••.. . . 5,453.8 5,442.4 5,241.9 
Mining •••. . .. .. .... .. . 227.1 225.9 222.8 
Construction • •••• •••••• 428.0 428.8 393.9 
Transportation and 

public utilities •...... • 455.5 455.8 447.0 
Trade • .. .. ... ...•. . .• 1,570.9 1,568.7 1,509.0 
Finance . •. ..•.. .•.... . 354.5 353.4 337.2 
Service • .. • ..•.. • . . ... 1,069.1 1,067.0 1,025.0 
Government •• . • . • .... . 1,348.7 1,342.8 1,307.1 

1. Arizon a, Louisi a na, New Mexico, Oklahoma, and Texas 
2. Actual change 
p-Prel lmlnary 
r-Revlsed 
NOTE: Details may not add to tota ls because of rounding . 
SOURCES: State employment agencies 

Federal Rese rve Bank of Dallas (seasona l adjustment) 

Percent chang e 
Aug. 1972 from 

July Aug. 
1972 1971 

0.2% 2.7% 
.3 3.2 

- 1.9 - 6.3 
'_.1 ' _ .4 

.2 3.8 

.4 2.7 

.7 3.3 

.0 2.0 

.2 4.0 

.5 1.9 
-.2 8.7 

- .1 1.9 
.1 4.1 
.3 5.2 
.2 4.3 
.4 3.2 

INDUSTRIAL PRODUCTION 

(Seasonally adjus ted Indexes, 1967 = 100) 

Area and type of index 

TEXAS 
Total industrial production ...... 

Manufacturing ... •....•. • ...... 
Durable ... ... .. ... . . .. . ... .. 
Nondurable • .. .•.. . •..•. ... . . 

Mining •••..•..... ....... .. ... . 
Utilities ... .. .......... . .• ... . • 

UNITED STATES 
Total industrial production •. .. .. 

M anufacturing . •.• . .. . ......... 
Durab/o .. . ..... • . . .......... 
Nondurable . .. ............... 

Mining • • •. •..••. .•• • . •..••... • 
Utilities .... .. . .. .... ..... .. . . . 

p-Prellmlnary 
r-Revlsed 

August 
1972 

131.4 
133.7 
142.2 
127.5 
120.8 
150.9 

114.3 
113.6 
108.4 
121.3 
106.0 
140.2 

July June August 
1972 1972 1971 

133.0 131.6r 120.9 
134.3 133.1 r 123.1 
142.3 144.7 132.2 
128.5 124.7r 116.6 
124.1 121.7r 111 .2 
155.8 156.4r 138.0 

113.7 113.4r 105.6 
113.0 112.8r 104.2 
107.2 106.8r 97.4 
121.1 121.3r 114.0 
107.1 107.5r 106.3 
141.1 141.8r 134.1 

SOURCES: Boa rd of Governors of th e Federal Reserve System 
Fede ra l Rese rve Ba nk of Dallas 

DAILY AVERAGE PRODUCTION OF CRUDE OIL 

(Thousand ba rrels) 

Area 

FOUR SOUTHWESTERN 
STATES .... . . .. . . .. .. . . . 
Louisiana ••• ............ . 
New Mexico . ... .. .. .. .. . 
Oklahoma .......... . ... . 
Texa s • •...•.......... . . 

Gulf Coast .. •. ..... . .. 
W est Texas •.•........ 
East Texas (proper) .. ... 
Panhandle . •... . ....... 
Rest of state •. ... .. .... 

UNITED STATES . . ........ .. 

r- Re vlsed 

August 
1972 

7,042.7 
2,608.9 

310.0 
564.5 

3,559.3 
731.7 

1,727.5 
249.8 

67.1 
783.2 

9,622.9 

July 
1972 

7,150.5 
2,546.6 

309.8 
567.5 

3,726.6 
771.3 

1,798.1 
258.8 
73.0 

825.4 
9,727.0 

SOURCES: America n Petroleum Institute 
U.S . Bureau of Mines 
Federal Rese rve Ba nk of Dallas 

August 
1971r 

6,832 .5 
2,675.3 

322.8 
602 .0 

3,232.4 
618.7 

1,617.6 
177.4 
70.3 

748.4 
9,478.6 

-
Percent change from -----July August 

1972 1971 

- 1.5% 
2.4 

.1 
-.5 

-4.5 
-5.1 
- 3.9 
-3.5 
- 8.1 
-5.1 
- 1.1% 

3.1% 
_2.5 
_4.0 
_6.2 

10.1 
18.3 
6.8 

40.8 
_4.6 

4.7 
1.5% 




