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Labor Force-

Changes in Composition
Affect Unemployment

—

The growth rate of the nation’s
abor force has risen steadily over
the past 13 years. Where an aver-
age of about 0.8 million people
Jomed the labor force each year in
the 1950°s, ahout 1.0 million were
added each year from 1960 through
1965. And from 1965 through 1972,
New additions averaged more than
1.6 million a year, Most of this in-
Crease in the rate of additions was
a divect result of faster growth in
€ Segment of the population old
?n‘:‘“gh to work. But a slight rise
A t}}e rate of labor force partic-
'Pation of these potential workers
SO contributed to the increased
growth,
e Accompanying this trend of ris-
ingt overall growth has been a shift
he composition of the labor
Orce. Although the shift has been
stadual, the cumulative effect has
€en sizable and has impacted on
€ structure and level of unem-
Ployment,
Three factors account for most
Rl € change in labor force com-
Sition—the accelerated growth in
€ Young-adult segment (ages 16
Creza4) of the population, the in- _
= thsed rate of female participation
ot € labor force, and the declining
€ of male participation.

More Young adults

gricguse death rates and net immi-
101 rates have been relatively
053 In the United Sta’ges '_sincg
of bot War I1, the age distribution
tialcl) h the population and poten-
ect'abor force is mainly a re-
of bimn of the historical pattern
raty l‘tfh rates. The rather low birth
Youns 1he 1930's caused the
1950 g-adult population of the
as § S to expand only about half
ast as the population 25 years
4ge and older. As a result, the
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mature-adult component of the la-
bor force increased nearly 16 per-
cent from 1950 to 1960, while the
young-adult segment increased less
than 4 percent.

But by the early 1960’s, the
postwar “baby boom” began to im-
pact on the young-adult compo-
nent of the labor force. At the same
time, the relatively small number
of people born in the 1930’s were
reaching prime working age. Re-
flecting these developments, the
young-adult component grew
nearly five times as fast from 1960
to 1971 as the mature-adult seg-
ment. And by 1972, young adults
accounted for well over 23 percent
of the total labor force, compared
with 18 percent in 1960. This
mushrooming of the young-adult
segment of the labor force was pri-
marily the result of the changing
age structure of the population and
did not reflect any major change
in labor force participation rates
of younger people.

More female job seekers

In addition to the larger number
of young people available for work,
there has been an increasingly
large number of women that want
to work. In 1972, women accounted
for slightly more than 37 percent
of the labor force, compared with
32 percent in 1960. This reflected a
gain in the female labor force of
more than 42 percent since 1960-
nearly twice the increase in the fe-
male population of labor force age.
The difference was due to a rise in
the rate of labor force participation
by women from about 38 percent
in 1960 to more than 43 percent in
1972.

This increase in the participation
rate for women, coupled with a de-
cline in the participation rate for

men, caused growth in the female
labor force to consistently outpace
growth in the male labor force.
Women, in fact, accounted for
about three-fifths of the overall in-
crease in the labor force in both the
1950’s and 1960’s.

In the 1950’s and early 1960’s,
the rise in the female labor force
participation rate was concen-
trated among women 45 to 64 years
old. From 1950 to 1964, the pro-
portion of women 45 to 54 years
old in the labor force increased an
average of nearly 1 percentage
point a year, rising from 38 percent
in 1950 to more than 51 percent in
1964. Meanwhile, the rate of par-
ticipation for women 55 to 64
years old increased from 27 percent
to more than 40 percent. For
women under 45, there was only a
modest increase in the rate of la-
bor force participation, and there
was virtually no change in the par-
ticipation rate for women 65 years
old and over.

Since 1964, the increase in the
labor force participation rate for
women 45 to 64 years old has
slowed. But the rate of increase

Young adults have the
highest unemployment rates

Unemployment rate
for group

1950-59 1960-72

average average

4.5% 5.0%

Selected
categories

Total labor force ...
Males and females

16 to 19
years old ...

20 to 24
years old ...

25 years old

and over
Males
Females

11.8 14.9

74 7.8
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Labor force participation rate
rises for women, declines for men
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Proportion of young people and women in the labor force increases

Percent of civillan labor force
Labor force composition 1950 1960 1970 19721
By age
16 to 24 years old, males and females . . 19.5%  17.9% 28.2% 23.8%
25 years old and over
L 0 e s S e e 58.6 56.3 49.6 48.7
Eemalest s e N e 22,0 25.8 27.3 27.4
By sex
Mal a8 i St s oy Xl A M ) <, 71.2 67.8 63.3 62.6
Females . .

....................... 28.8 32.2 36.7 37.3

1. Partly estimated

NOTE: Details may not add to 100.0

percent because of rounding.
SOURCES: U.S. Department of Labor Lncing

Federal Reserve Bank of Dallas

1. The 1971 Manpower Report of the President, U.S. Department of Labor
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for younger women-ages 20 to 44
—has accelerated sharply. From
1964 to 1972, the labor force par-
ticipation rate for women of ages
20 to 34 rose more than 9 percent-
age points and that for women of
ages 35 to 44 rose more than 6 per-
centage points. By contrast, the
rate for women 45 to 64 years old
rose less than 3 percentage points.
This slowdown in the growth of
the participation rate for older
women has caused some analysts
to suggest there may be some upper
limit on the proportion of older
women that will want to work.* On
the other hand, the acceleration in
the participation rates for younger
women is thought to be related
largely to the declining birth rates
of recent years, the increasing pro-
portion of women with college edu-
cation, and the desire of women to
supplement the family income.

Male participation

In contrast to the trend among
women to increase their labor force
participation, the trend among
men has been to decrease their
participation, The rate for men
dropped from nearly 87 percent in
1950 to 84 percent in 1960. By
1972, the rate had slipped below
80 percent.

The decline in male labor force
participation in conjunction with
the upward trend in female partici-
pation has produced a significant
drop in the relative importance of
men in the labor force. Men of
ages accounted for 71 percent of
the labor force in 1950. By 1960,
this proportion had fallen to 68
percent. And by 1972, the labor
force was slightly less than 63 per-
cent men,

The declining rate of male par-
ticipation has been centered in the
two extremes of the age spectrum-
men under 25 and men 55 and
over. The participation rate of men
in the intermediate age bracket has
held fairly steady at more than 90



Labor force and unemployment depend on many factors
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Percent, The drop in participation
9L younger men is due mainly to
€Ir more frequent and more pro-
onged enrollment in school. For
en 55 years old and over, the
OP mainly reflects a trend toward
€arlier retirement.

Implications for unemployment

O'Ih‘;i“:e changes in the compos_itiqn
o e labor force produced signif-
s ant changes in the makeup of
onemployment in the 1960’s and
u{;ﬂy 1970’s. Most of the impact on
h €mployment has been related to
lal? Upsurge of young adults in the
: or forcg—a group with a tradi-
Onally high unemployment rate.
for] here young adults accounted
o €ss than 34 percent of those
¢ €mployed in both 1950 and 1960,
1 £y Comprised about 49 percent in
R This rise was due almost en-
€1y to the fact that there were so

e

2 In &
the g

many more young people in the
labor force and they traditionally
have a much harder time finding
employment than their more ex-
perienced elders. However, the in-
creased number of young adults in
the labor force may have pushed
their unemployment rates even
higher in recent years. Since 1960,
the jobless rate for people 16 to 19
years old has averaged 14.9 per-
cent, compared with 11.3 percent
in the 1950’s. And people 20 to 24
years old have experienced an aver-
age unemployment rate of 7.8 per-
cent since 1960, compared with 7.1
percent in the 1950’s.

There has also been a slight rise
in the proportion of unemployment
accounted for by women 25 years
old and over. This is a case of more
women looking for work and, on
average, being less successful than
men in finding employment.

The other dramatic change in
the unemployment picture has
been the sharp drop in the percent-
age of unemployment accounted
for by males 25 years old and
over—the workers often considered
the nation’s principal breadwin-
ners. Where this group accounted
for nearly 44 percent of all unem-
ployment in 1960, it accounted for
less than 28 percent in 1972, Thus,
the composition of unemployment
has shifted in recent years away
from older male workers and to-
ward women and younger workers
of both sexes.?

The increasing importance of
women and the young in the labor
force has tended to put upward
pressure on the average total un-
employment rate. This is because
the total unemployment figure is,
in effect, a weighted average of the
unemployment rates for the com-

ddition (o structural changes, these shifts reflect, to a minor extent, definitional changes introduced by the Labor Department in 1967. Changes in
definition of unemployed workers lowered slightly the number of adult men and teenagers counted as unemployed and increased the number of

Mnn';mm“”“‘] adult women, according to Robert L, Stein, “New Definitions for Employment and Unemployment,” Employment and Earnings and
thly Report on the Labor Forece, U.8. Department of Labor, February 1967.

Bue: §
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ponent groups of the labor force.
And the weights used in determin-
ing the total unemployment rate
are the percentages of the labor
force accounted for by the sub-
groups. Thus, it could be possible
for the unemployment rate of each
component group to remain stable
while the total unemployment
rate changed significantly due to
an increase or decrease in the pro-
portion of some subgroup whose
unemployment rate deviates con-
siderably from the average.

This effect is evident in the pres-
ent situation. With the increase
in the number of women and espe-
cially young adults in the labor
force—categories that typically
have relatively high unemployment
rates—the total unemployment rate
has been subjected to upward pres-
sures in recent years, at least com-
pared with some earlier periods.

What might the unemployment
rate have been today if the compo-
sition of the labor force had re-
mained constant over time? To
answer this question, the average
labor force composition for the
1950’s can be computed and the
results used as a set of standard
weights for the various age and sex
components of the civilian labor
force. These weights can then be
multiplied by the actual unemploy-
ment rates for the age and sex
groups in each period and added
together to arrive at “standard-
ized”” unemployment rates.

The results of such computa-
tions show that the shifting com-
position of the labor force had little
impact on the total unemployment
rate until 1963. Since then, how-
ever, the actual rate of unemploy-
ment has been consistently higher
than the standardized rate, sug-
gesting that the changing composi-
tion of the labor force has resulted
in a higher average unemployment
rate for the United States. But this
upward shift has not been particu-
larly large.

Labor force participation rates for women
show varying rates of increase between age groups
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By 1968, when the actual U.S.
unemployment rate averaged a rel-
atively low 3.6 percent, the stan-
dardized rate was a somewhat
lower 3.2 percent. This suggests
that the relative increase in the
number of women and younger
people in the labor force was re-
sulting in a somewhat higher un-
employment rate than would have
occurred if the composition of the
labor force had not changed from
the average of the 1950’s, In 1972,
when the actual unemployment

rate still averaged a rather high 5.6 .

3. These projections were reported in the Monthly Labor Review, February 1970,

4

percent, the standardized rate was
5.1 percent.

Looking ahead

Labor force projections for the
1970’s suggest that the momentum
of change predominating in recent
years is slowing. If projections
made in 1970 by the U.S. Depart-
ment of Labor prove accurate, the
composition of the labor force in
1980 would not be too different
from that in 1972.2

Since all people making up the
labor force between now and the



Standardized unemployment rate beyond, the older component of
drops below actual rate in recent years the labor force will expand at a
PERCENT OF LABOR FORCE fasterpace :
7.0 Barring an unforeseen upturn in
the participation rate of young

6.5— adults, their proportion of the la-
bor force should remain at about
60— 23 percent in the 1970’s and will
probably begin to decline in the
5.5— 1980’s.
The Labor Department esti-
5.0~ mates that the rate of participation
and relative importance of females
4.5~ in the labor force will continue to
rise in the 1970’s but at a slower
4.0~ pace than in the 1960’s. Recent de-
velopments suggest that the Labor
3.5~ Department may have underesti-
X mated the growth in the participa-
00—

tion rate for women, however. In
fact, in 1972, women accounted for
2-5"“-—|— I | I I T I I I | T | about 37 percent of the total labor
'50 '52 '54 '56 '58 '60 '62 '64 '66 '68 '70 '72 lorce-about what the Labor De-
partment had projected for 1980.

;9?2 Partly estimated

E: Standardized rate is derived from the average age-sex composition of the The Change? of the 1960’s seem
SOUHC:;;N force in the 1950's and actual unemployment rates for each year. to have established a new pattem_
i US. Department of Labor of labor force composition that will
FederalReserve Bank of Dallas last at least through the 1970’s. In
—— such a changed situation, it be-

comes clear that labor markets
may need to be more flexible and
adaptive so that they can better
absorb the relatively larger sup-
plies of mature women and youth
of both sexes that want to work.
One priority seems to be the
continuation and intensification of
efforts to open job opportunities to
women in a wider range of occupa-

mlde‘gh.ties have already been ably level out in the near future. tions. Also, increased flexibility in
S;I]‘n, 1t is possible to make rea- Birth rates turned down again in working hours—particularly the ex-
Wo 4bly accurate projections of the  the late 1950’s, and individuals pansion of part-time employment
3 Mg-age population through born then are now reaching labor opportunities—-might make it easier
at?v beriod. Predicting the rate force age, slowing the expansionin  to employ mothers and students
5 ich people of various circum-  the number of potential young- that need employment but have
ances wyil] actually participate in  adult workers. Although the num-  other important obligations as well.
% S?{Iﬁbor force is somewhat more ber of young workers will continue  Significantly, in 1972, about a
¥, however, to increase, the rate of growth fourth of those unemployed were
the €Cause the dramatic upsurgein  from 1970 to 1980 will probalgly seeking part-time work. And of
labonl;mber of young people in the  be only about a fourth as rapid as tll'lese, more than 90 percent were
by sll;' orce was caused primarily the rate between 1960 and 1970. either young adults or women.
Ba Ift-? In the age structure of the  Also, as the current large group of Other measures that might ease
Pulation, this trend will prob- young adults reaches age 25 and the high unemployment rate for
h\‘\"—-—-
: g‘:; 1 recent discussion of this situation for women, see Carol 8. Greenwald, “Working Mothers: The Need for More Part-time Jobs,"” New England

nomi, :
10Mmic Review, Federal Reserve Bank of Boston, September/October 1972,

R
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Military buildups and cutbacks

The total labor force is composed of people
engaged in both civilian and military occu-
pations, While shifts of potential workers
from civilian to military status can cause
short-run changes in the civilian labor force
and, therefore, in job market conditions,
these movements tend to balance out over
the long haul.

The military buildup beginning in the
midsixties, for example, doubtlessly pre-
vented some young men from entering the
civilian labor force and was a contributing
factor in the low unemployment rates from
1965 to 1968. And as the military forces
have been reduced since 1969, the civilian
labor force has grown faster than would
otherwise have been the case. As a result,
upward pressure may have been put on the

unemployment rate.

But many young men affected by the mil-
itary buildup and cutback would have en-
tered the labor force anyway. Their being
called up or released from service merely
affected the timing of their availability in
the civilian labor force, and not the size of
that force in the long run.

Also, not all the men called up came from
the civilian labor force. Many were students.
And not all released from military service
joined the civilian labor force. Many en-
tered schools or simply remained out of the
labor force for a while.

Event:ual]y, however, most of the male
population enters the civilian labor force.
Only the timing of this entry is affected by
such considerations as military service, labor

malzket conditions, education, or personal
choices,

young adults could be a special
minimum wage for youth—lower
than the minimum wage for adult
workers—and exemption from
Social Security coverage. A lower
rate of effective pay for young,
entry-level workers might induce
employers to increase hiring of
these workers for tasks that are
presently ignored because the labor
cost is too high.

Measures such as these are sug-
gestive of a number of ways in
which hiring and compensation
practices might be changed to fa-
cilitate better utilization of the
available labor force. Adjustments
in hiring and wage policies are de-
sirable not only to reduce the bur-
den of unemployment that now
falls on women and young adults,
particularly, but also to help em-
ployers meet their manpower needs
in the 1970’s.

—Leonard G. Bower



Bank Structure-

Concentration Projected
To Increase in Texas

—

The multibank holding company
Movement, although still fairly
€W to Texas, has already worked
asic structural changes in the
State’s banking industry. Pre-
vented by unit-banking laws from
anching into suburbs-where
105t of the growth in demand for
tanklng services has been—down-
OWn banks in metropolitan areas
stﬂd 129911 losing their share of the
ate’s banking market for several
years, Where the state’s 38 largest
anks, for example, held more than
o F;rcent of the deposits in Texas
Gent 61, they held less than 46 per-
ten years later.
ore th_an half this loss was due
O Competition from medium-size
waanks. But close to half the loss
mes :Ccounted for by the establish-
an of small suburban banks.
o M 1961 to 1970, the number of
Sh?én;rc}al banks in the state’s 25
thirg S Increased by nearly a
Outs‘.,dWhﬂe the number of banks
A aJ]l e SMSA’s remained essen-
Y unchanged.
: tat:’t I 1970, a number of the
it S-Iclia}rgest banks began form-
ing 81?1) g companies and acquir-
S sidiary banks-not only in
5 Suburbs but in other major
The i]mg market.s across the state.
o OHE-Stal}du{g trend toward
ahrunientratlon in Texas was
19 Dily halted. In both 1971 and
» deposit concentration edged
ard on a statewide basis.

Hola:
oldmg company expansion

Dl(llsrirtl;lghlg 70, the low point for de-
& Oncentration in Texas
multi}l;g’ there were only th.ree
e ank holding companies in
ate-one each in Houston,

alas, and Fort Worth. These
-'\____-

three companies controlled 11 sub-
sidiary banks that accounted for
8 percent of the state’s deposits.

The real surge in holding com-
pany activity beganin 1971, and
by the middle of that year, the
number of multibank holding com-
panies had doubled, with the six
companies controlling 19 subsid-
iary banks and 11 percent of total
bank deposits in the state. At the
start of July 1972, the number of
multibank holding companies had
again doubled. There were 12 com-
panies with 40 subsidiary banks
holding nearly a fifth of the state’s
deposits.

Multibank holding company ac-
tivity accelerated still further in
the second half of 1972, as more of
the state’s largest independent
banks rushed to organize their own
holding companies. In January of
this year, the number of multibank
holding companies in Texas stood
at 15. These companies had 71 sub-
sidiary banks with 32 percent of
the state’s deposits.

But holding company proposals
involving another 61 Texas banks
had been announced, and 16 of
these were pending before the
Board of Governors of the Federal
Reserve System. If all these pub-
licly announced proposals were ap-
proved by the Board of Governors
and consummated, multibank
holding companies in Texas would
number 25, and their 132 subsid-
iary banks would account for about
49 percent of deposits in the state.

The holding company movement
in Texas was sparked by large
downtown Houston banks acquir-
ing their suburban affiliates. While
these acquisitions had an effect on
deposit concentration in the Hous-

L. For 2 diseyggi
tussion of the Markov chain model, see the nccompanying technical note.
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ton SMSA, the acquired banks
were too small to have much im-
pact on statewide concentration,
But as the movement gained mo-
mentum, bank holding companies
began expanding across the state,
acquiring banks in many of the
state’s major banking markets. By
mid-1972, there were banking sub-
sidiaries of multibank holding
companies in nine of the state’s 25
SMSA’s. In seven of these SMSA'’s,
subsidiary banks ranked among
the top three banks in their respec-
tive markets. Since these banks
were typically larger than the sub-
urban affiliates acquired in the eaxr-
lier stages of the movement, their
acquisition had a greater impact
on statewide concentration.

Measuring the impact

The impact of multibank holding
company expansion on deposit
concentration in Texas can be esti-
mated with the aid of a Markov
chain model.* To apply this model,
two important initial assumptions
are made. First, it is assumed that
the bank holding company move-
ment of the past two years did not
take place. Second, it is assumed
that all banks had an equal oppor-
tunity to grow proportionately
during this period.

These assumptions-and the re-
sults of the Markov model-allow
theoretical projections to be made,
estimating what the concentration
of deposits might have been had
the trend of the 1960’s not been
altered. It is then possible to com-
pare these projections with the
actual pattern of deposit concen-
tration and estimate the impact of
the multibank holding company
movement.



Technical note

The Markov process is stochastic (random)
in structure. Given a sequence of exper-
iments, the outcomes of any particular ex-
periment depend only on the outcomes of
the immediately preceding experiment.® If
each experiment has a given set of r out-
comes (B, ... B,), the probability of mov-
ing from B; in time £ to B; in time ¢ 4 1
is py; and is dependent only on B;. The tran-
sition probability for every pair of outcomes
may be written as the matrix

DIRNNE

where
(2) py=0
(3) 2py=1

The method of restricted least squares is
used to estimate the transition probability
matrix.’ The ordinary least squares model is
transformed into a quadratic programming
problem where the objective function, a
quadratic form in py;, is maximized subject
to linear constraints, equations (2) and (3).

The estimated transition probability ma-
trix, P’, representing the probability esti-
mates for changes in deposit concentration
in Texas, was computed to be

B, B. By B Bs
B, |.8824 .1118 .0057 O 0
B, 0 4737 5263 0 0
P'=B, 0 4548 0344 5108 0
B, |.0832 0O 4026 5142 0

B; 0 0 0 0218 9782

The values of the elements on the princi-
pal diagonal (.8824, .4737, .0344, .5142, and
9782) are estimates of the probability that

a particular bank will remain in its category
the following year. For example, the value
.8824 suggests that one of the smallest
Texas banks has about an 88 percent prob-
ability of remaining in the category of small-
est banks from year to year, all other things
being equal.

The values of the off-diagonal elements
estimate the probabilities of a given bank
moving from one category to another. For
example, there is better than an 11 percent
chance that one of the smallest banks in the
state will become a medium-small bank and
about a 0.6 percent chance that it will be-
come a medium-size bank. Similarly, there
is just over a 2 percent chance for one of the
largest banks to move back and be classi-
fied as a medium-large bank.

After the transition probability matrix is
estimated, projections can be made of the
changes in deposit concentration for each
bank category. Given the transition prob-

ability matrix P and an initial set of out-
comes

(4) O = (b, ., . p,O),

it is possible to derive the outcomes of fu-
ture experiments. Initially,

(6) bOP — pa) or bmP — pnt1)

or more generally,

(6) bOPr—pm

where 7 is the nth experiment.

Multiplying the June 1970 deposit shares
b){ thg estimated transition probability ma-
trix yields an estimate of deposit shares for
Jun'e 1971. Similarly, the product of the
projected June 1971 deposit shares and the
transition probability matrix yields an esti-

rlréa};:g of the distribution of deposits for June

I‘I-{tar a complete discussion of the Markov process, see J. G.

emeny and J. L, Snell, Finite Markov Chaina, Princeton,
De Van Nostrand Company, Ine., 1960,
2, fh C. Lee, G. G. Judge, and T, Takayama, “On Estimating

e Transition Probabilities of a Markov P ’2 l
of Farm Economics, August 1965 axhoysbrooems,  Jowrna




Asa preliminary step, all Texas
: l‘:nks were ranked according to

€Ir total deposits and grouped
nto five categories for each of the
Years 1961 to 1970. Each succes-
i“’e category contains half as many
: anks as the preceding one. The
1‘35111t1ng breakdown, showing June

972 deposits, is—
b * Smallest banks-about half the

anks in the state (those with de-
POsits under $10 million)
oF 'hMed;um -small banks—-a fourth
pil banks (304 with deposits

oM $10 million to $21 million)
the bM edium banks—an eighth of
891 anks (152 with deposits from

2 Lmillion to $42 million)

i edium-large banks-a six-
po;:i;g,l fg{f) the banks (76 with de-
million) m $42 million to $107

e. Largest banks-38 banks with
ﬁOSItS of at least $107 million
hela g mld-1961 the smallest banks
o ts percent of total state de-
haq ; By mid-1970, their share
e .creased to 9.5 percent. The
Gt J ?ictlon for this category indi-
Teash that this share would have
S ed 10.0 percent by mid-1972.
g aamll&r but slightly smaller in-
i 38 were shown for the pro-
€d market shares of the three
o f:&‘llgs of medium-size banks.
iNcreg g to the projections, these
5 exSES would have occurred at
e bense of the 38 largest bank-
st 8anizations, whose share of
f allen ¢ €posits would then have
}1;1 0 43.8 percent by mid-1972.
€impact of the bank holding
den LI"';EY movement is readily evi-
Cated 1 dere the projection indi-
in the . ecline from 1970 to 1972
38 lay Share of deposits held by the
they 8€st banking organizations,
5 ach?cmal share edged upward,
% 118 46.6 percent by mid-1972.
! categories also behaved con-
the projections. The de-
eshal'es of all three categories
Ay 'um-size banks declined.
est ne deposit share of the small-
Jection o 8 dglreav:el;ss than the pro-
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Declining trend in deposit concentration

in Texas is reversed in 1970
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At mid-1972, the actual share of
state deposits held by the 38 larg-
est banking organizations was
about 2.8 percentage points higher
than the projected share. And no
more than 1.1 percentage points
separated the actual and projected
deposit shares of each of the four
other size categories.

Further consolidation

While the differences between

the actual and the projected mar-
ket shares of the five categories
were small in 1972, the actual pat-

tern of deposit concentration is
likely to deviate further from pro-
jections in the years immediately
ahead. Multibank holding compa-
nies will continue to acquire more
banks. Many of these acquisitions
will involve suburban banks al-
ready affiliated with leading down-
town banks, while others will cut
across geographic markets. The ef-
fect of this activity will be to fur-
ther increase the share of deposits
held by the largest banks while de-
creasing the shares of banks in the
three intermediate size categories.



A number of such acquisitions—
as well as some acquisitions of
small banks-have already been
proposed and, if consummated,
will boost the share of state depos-
its held by the 38 largest banking
organizations to about 60 percent.
Therefore, if no other multibank
holding company activity took
place in the first six months of this
year, the share of deposits held by
the largest banks would, on the
basis of 1972 deposits, increase to
about 17 percentage points more
than the projected share.

As the multibank holding com-
pany movement matures in Texas,
acquisitions of existing banks
should taper off, resulting in a
slowing in the rate of deposit con-
solidation. But another trend is
likely to develop to further in-
crease deposit concentration.

In the past, most of the newly
chartered banks in Texas have
been independent banks. In the
future, many banks will doubt-
lessly be established de novo by
holding companies. Since the de-
posits of these small banks will
normally be added to those of the
largest banking organizations, the
relative share of deposits held by
small independent banks is likely
to decline.

Multibank holding companies,
then, have already had a signifi-
cant impact on deposit concentra-
tion in Texas. And as the holding
company movement gains momen-
tum in the years immediately
ahead, further consolidation seems
assured. This change will mean a
new structure for the state’s bank-
ing industry-a structure that
would have been difficult to fore-
see only a few years ago.

—Edward L. McClelland
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New member bank

The Nueces National Bank, Corpus Christi, Texas, a newly organized institution
located in the territory served by the San Antonio Branch of the Federal
Reserve Bank of Dallas, opened for business January 2, 1973, as a member of
the Federal Reserve System. The new member bank has capital of $250,000,
surplus of $200,000, and undivided profits of $150,000. The officers are:

Jose A. Montoya, Chairman of the Board; Leonard E. Larson, President; and
Richard J. Sahadi, Cashier.

New par banks

The University Bank, El Paso, Texas, an insured nonmember bank located in the
territory served by the El Paso Branch of the Federal Reserve Bank of Dallas,
was added to the Par List on its opening date, January 2, 1973. The officers are:
Thomas A. Ewers, President; Martin D. Balk, Vice President (Inactive); and

C. Gary Young, Cashier. .

The Canyon Lake Bank of Sattler, Sattler, Texas, an insured nonmember bank
located in the territory served by the San Antonio Branch of the Federal Reserve
Bank of Dallas, was added to the Par List on its opening date, January 5, 1973.
The officers are: E. Harrison Preston, President; Ben F. Wolle, Vice President
(Inactive); Marvin Aaron, Cashier and Senior Operations Officer; and

Mnrs. Nancy Biggs, Assistant Vice President.

The Lake Cities State Bank, Lake Dallas, Texas, an insured nonmember bank
located in the territory served by the Head Office of the Federal Reserve Bank of
Dallas, was added to the Par List on its opening date, January 22, 1973. The
officers are: Jack D. Hedge, President; Joe N. Bethany, Vice President and
Cashier; and Mrs. Louis R. Gross, Vice President (Inactive).
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