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THERE ARE MANY state and local governmental units operating in the Eighth Federal
Reserve District. They have been spending more and more money to provide a wide range of
services, many of which require large capital investments. The demand for state and local
governmental expenditures will probably continue to expand.

The rapid increase in expenditures has posed financial problems for state and local gov-
ernments. They have had to increase taxes and other revenue substantially during the postwar
period. Overlapping jurisdictions and antiquated tax structures have complicated the situation
in many cases. Borrowing has become more difficult because the amount of debt outstanding
has increased sharply and in the last few years capital market flotations have been somewhat

more difficult.
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Financing Local Government Expenditures

There are many state and local governmental units
operating in the Eighth Federal Reserve District.

r];[ERE ARE AN ASTONISHING NUMBER and
variety of local government units. Because of the
many types of services demanded, legal limitations,
political empire building and the spilling over of
population across fixed boundary lines, a myriad of
governmental organizations has been established.

According to the Census of Governments, in Janu-
ary 1957 there were 102,352 state and local govern-
ment authorities in the United States. In addition to
the 48 states, there were 3,047 counties, 17,167 muni-
cipalities, 17,214 townships, 50,453 school districts and
14,423 special districts.

The Eighth Federal Reserve District has a relative-
ly large number of local governmental units, but most
of them are comparatively small. Though the district
contains less than 7 per cent of the population and
less than 6 per cent of the area of the nation, it can
claim about 8 per cent of the local governmental
units. Outlays of these units are only about 3 per cent
of the total expenditures of all state and local authori-
ties in the nation. The district covers all or parts of
7 states, and 363 counties are located within its bor-
ders. There are about 1,800 municipalities and nearly
6,000 other governmental units functioning within the
district.! The number of governmental units con-
tained in each of the district states is shown in
Table 1.

.1 These other governmental units consist of townships, districts, authori-
ties, associations and commissions. They include school, drainage, fire pro-
tection, park, public library, sewage, street lighting, tuberculosis sanitar-
ium, fencing, levee, road, bi-state development, airport, bridge, housing, soil
conservation, water supply, highway right-of-way and suburban improvement.

They bave been spending more and more money . . .

Expenditures by state and local governments have
been rising sharply. Both within the district and na-
tionally, it is estimated that during 1957 local authori-
ties will spend over four times the amount they spent
in 1945. In real per capita terms outlays have approx-
imately doubled during the postwar period.

State and local governments located within the
Eighth District purchase goods and services at the
rate of over $1 billion a year, or approximately 7 per
cent of the district’s gross product. Nationally, these
authorities are now spending at an annual rate of $36
billion, absorbing over 8 per cent of the gross national
product. State and local governments have also be-
come major employers, furnishing work for about
10 per cent of the nonfarm labor force.

The upward trend of outlays by state and local
governments has been evident for many years, al-
though there has been a marked increase in the rate
of expansion since World War II. It is estimated that
from 1900 to 1956 spending by state and local author-
ities jumped thirtyfold. During the same period, the

TABLE |

NUMBER OF STATE AND LOCAL GOVERNMENTAL UNITS
JANUARY 1957

School Special

District Coun- Munic- Town- Dis- Dis-

States Total ties ipalities  ships tricts tricts
Arkansas. . . 1,127 75 374 — 423 254
Illinois. . . . . 6,495 102 1,181 1,433 1,993 1,785
Indiana. . . . 2,989 92 544 1,008 1,030 314
Kentucky . . . 822 120 323 — 221 157
Mississippi . . 873 82 262 — 79 249
Missouri. . . . 5,303 114 801 328 3,233 8286
Tennessee. . . 561 95 255 - 16 194

United States 102,352 3,047 17,167 17,214 50,453 14,428

Source: Department of Commerce, Bureau of the Census, Governments
in the United States in 1957.
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STATE AND LOCAL GOVERNMENTS HAYVE EXPANDED THEIR PURCHASES OF GOODS AND SERVICES
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gross national product rose only about twenty times.
The nation’s employment (and population) is now
slightly less than 2)% times the level it was at the turn
of the century, but state and local governments em-
ploy more than five times as many people as in 1900.

Many factors have contributed to the sharp expan-
sion in the duties and expenditures of local authorities.
Population has grown and has become concentrated
in urban and, more recently, in suburban areas. More
and more automobiles have brought about a need for
better streets, roads, bridges, improved traffic control
and related services. Wider recognition of the advan-
tages of education and the financial ability to stay in
school longer has expanded the demand for schools,
colleges, libraries and museums. Higher standards of
living, increased specialization and changing views on
the proper functions of government have contributed
to the expanding responsibilities assigned to local
authorities.

... to provide a wide range of services,

many of which require large capital investments.

State and local governments engage in a broad as-
sortment of activities, yet spending on education
and highways accounts for more than half the total
of general expenditures (excluding outlays by utili-
ties). Expenditures presently devoted to education
amount to about 35 per cent, and outlays for highways
and streets constitute a fifth. Health, recreation, librar-
ies, housing, community redevelopment and natural
resources together account for about one-seventh of
the spending, while expenditures for police and fire
protection and sanitation amount to 10 per cent. Most
of the remaining one-fifth is used in relief and other
public assistance, in “overhead” costs of government

operations and in interest payments on outstanding
debt.
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Despite the substantial rise in the general outlays
of state and local governments, it is interesting to note
that the distribution of expenditures among major
uses has changed only moderately since 1913. Educa-
tion accounts for a larger portion (35 per cent as com-
pared to less than 28 per cent), and “overhead” takes
a smaller part. Most other categories of expenditures
have expanded at about the same rate as the total.

Looked at in another way, about three-fourths of
the total expenditures (including utility outlays) of
state and local governments are devoted to operating
expenses, about one-fourth to capital outlays. Capital
outlays include construction of streets and highways,
bridges, schools, water and sewer systems, hospitals,
and sometimes municipal power plants. During 1957
expenditures on capital goods will probably add up to
$12 billion, or seven times the 1946 total. After
adjustment for both price changes and population
growth, outlays are still running at roughly three
times the 1946 rate. Local governments need more
and more land, equipment, schools, offices and roads
to produce services requested by residents.

During 1955 highways and streets accounted for
nearly 40 per cent of the capital outlays of states and
their political subdivisions. Building and equipping
schools took 29 per cent, and utility construction
absorbed 11 per cent. The remaining 20 per cent of
capital outlays of state and local governments went
for items like housing, parks, natural resources, sani-
tation and hospitals.

The demand for state and local government
expenditures will probably continue to expand.

It seems likely that the huge backlogs of projects
already planned and the pressure of future popula-
tion growth will continue to push state and local
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spending upward. Just to maintain current rates of
per capita expenditures, these governments would
have to increase their outlays by approximately $50
million each month. For state and local authorities
domiciled within the Eighth Federal Reserve Dis-
trict, the growth would have to be about $1 million
per month. The movement from farm to city and the
migration from city to suburbs will likely continue,
tending to increase per capita expenditures. In addi-
tion, some experts claim that the current backlog of
needed public works runs to well over $100 billion.

In some suburban sections, school enrollments have
trebled or quadrupled in recent years, and buildings
and equipment are inadequate. As a temporary solu-
tion, some pupils attend only half days and others
are herded into classes that are much too large for
proper instruction. It has been estimated that there
is an urgent need for about 10,000 new classrooms in
the district. In addition, the growth in the school age
population has been, and for the next few years will
continue to be, relatively sharp. Enrollment in the
district’s public schools jumped about a fourth from
1950 to 1956, and by 1965 is expected to grow by
another third.

Highway crowding has worsened because vehicle
use has increased faster than highway capacity.? The
number of cars, trucks and buses has nearly tripled
since the 1930’s and these vehicles are traveling about
four times as many miles per year.

Highway construction expenditures of state and
local governments are presently running around $5
billion per year. The Federal interstate highway
program has provided a stimulus to state and local
expenditures. Outlays on federally aided highway
construction (accounting for roughly one-third of all
highway building) rose by a fifth from 1955 to 1956.
They are scheduled to double the 1956 rate by 1965,

TABLE 11

PER CAPITA INCOME AND STATE AND LOCAL REVENUES
AS A PER CENT OF UNITED STATES AVERAGE

1953
Revenue

District Personal State Local Federal

States Income Total Taxes Taxes Grants Other
Arkansas. . . .. 55 66 81 32 139 63
Illinois. . . .. .. 122 94 85 119 77 55
Indiana...... 107 93 102 94 86 91
Kentucky. . . .. 68 64 70 49 104 55
Mississippi.... 49 66 76 44 115 59
Missouri. . ... . 96 81 75 79 139 52
Tennessee. ... 68 70 84 47 115 55
United States. . 100 100 100 100 100 100

2 See “'Impact of the Federal Highway Program on the Nation and the
ll;:{xghtk}]x District,” Monthly Review of Federal Reserve Bank of St. Louis for
arch 1957,

and to expand even further through 1972. Construc-
tion will be carried out by the states, but the bulk of
the cost is expected to be financed by the Federal
highway-user taxes.

The raébid increase in expenditures bas posed financial
problems for state and local governments.

In most communities the need for more public facil-
ities is generally recognized. In those areas where
population has been growing rapidly in recent years,
the needs are evident although there is frequently
considerable difference of opinion regarding prior-
ities. The main problem faced by many state and
local governments is how to raise funds to provide
the new roads, schools and other facilities that the
community needs.

How can state and local governments finance the
sizable and, apparently, rising expenditures? Primar-
ily the answer depends on the ability of these agencies
to increase current tax revenues and to create debt.
For a short time larger outlays by a few authorities
could be made from cash and other liquid asset bal-
ances, and some authorities may meet larger budgets
by obtaining aid from other governments.

They bave bad to increase taxes and other revenue
substantially during the postwar period.

About two-thirds of the revenues of state and local
governments come from taxes at the present time; the
remainder is obtained from charges, utility income,
intergovernmental revenue and miscellaneous sources.
Since 1945, expenditures have been rising at an un-
precedented rate, as pointed out above. To meet the
rise in operating expenses, tax receipts of these gov-
ernments have jumped from less than $11 billion in
1945 to an estimated $27 billion during 1957.

During the postwar years total revenues of Eighth
District state and local governments have been ex-
panding at about the same rate as in other areas of
the nation. However, on a per capita basis total reve-
nues of local authorities within the district amount to

TABLE 1l
STATE AND LOCAL TAXES AS A PER CENT OF PERSONAL INCOME
1953
District
States

Arkansas. .. ............... 77%
Iinois. . ................. 8.3
Indiana................... 6.9
Kentucky.................. 6.5
MississipPi. .. .. ..o 9.2
Missouri. ................. 6.0
Tennessee. . ............... 7.3
United States. . .. .......... 7.5%
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less than three-fourths of the national average. In
none of the seven district states has per capita revenue
matched the United States average in recent years.
However, as Table III shows, state and local taxes
take, on the average, only slightly less of total person-
al income in the district than in the United States.

In final analysis, funds to meet any expansion in
current operating expenditures of state and local gov-
ernments must come primarily from increased tax rev-
enue. A portion may come from additional Federal
aid, but it is not likely that such grants will meet the
growing needs of most communities. Ultimately, the
bulk of Federal aid must also come from tax receipts,
although through this device the tax burden may be
shifted. State and local governments might also raise
fees for services, such as utility rates, toll road charges
or rentals on municipal auditoriums. However, such
fees ordinarily cannot meet a major part of the finan-
cial need. Some governments have even resorted to
borrowing to meet increased operating expenses, but
it is generally agreed that borrowing should be re-
served for capital improvement or emergencies.

The ability of local governments to raise tax receipts
fast enough to meet rising operating expenses is limit-
ed. No one enjoys having to pay higher taxes even
when the need for larger revenue has been clearly
demonstrated. Tax systems of state and local govern-
ments are hemmed in by constitutional and legislative
restrictions. The tax systems are further complicated
by the normal workings of partisan politics, organized
pressure groups, and struggles between various gov-
ernmental units over division of the tax base.

Overlapping jurisdictions and antiquated tax
structuves bave complicated the situation
in many cases.

As mentioned above, there are numerous local gov-
ernments, the majority of which operate within a
small area or provide only limited services. In some
sections of metropolitan areas, residents may be served
by five or more separate authorities while neighbors
only a few blocks away look to still other public agen-
cies for services. Along with the fragmentation of
governmental machinery goes a division of the tax
base. Thus, communities which otherwise might read-
ily provide the needed services run into troublesome
financial problems. The critical areas of need for gov-
ernment expenditure do not always correlate with
readily available sources of revenue, and many econo-
mies of scale are lost.
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Some form of consolidation of the smaller govern-
mental units within a metropolitan area would help
to reduce financial difficulties in many cases. One
approach to this has been to assign a bigger job to the
central city by extending both its boundaries and
functions. Another plan has been to establish metro-
politan area governments for activities that can be
more economically and efficiently handled on an area-
wide basis. A third method might be to integrate the
core city and county governments.

In addition to the need for more revenue to provide
improved services, tax rates of some governmental
units have had to be raised because of economic
growth and inflation. Unless tax rates are marked up,
state and local tax receipts generally respond slug-
gishly to economic development and to rising prices.
At the same time, cost items have been quick to
increase. Property taxes, which at the present time
bring in a third of total receipts of state and local
government units, have been quite unresponsive to
changing conditions, largely because appraised values
lag changes in real values. Even sales and excise
taxes, which account for about one-fifth of total re-
ceipts, have not risen proportionately to income. Cor-
porate and personal income taxes which rise more in
proportion to income bring in only about 10 per cent
of total state and local revenues; the remainder (over
a third) is derived from such sources as Federal
grants, license fees and miscellaneous taxes.

Borrowing has become more difficult because the amount
of debt outstanding has increased sharply . . .

As mentioned earlier, major capital improvements,
as distinguished from current operations, are frequent-

DISTRICT MEMBER BANKS HAVE INCREASED THEIR HOLDINGS
OF LOCAL GOVERNMENT SECURITIES

Miilion Dollars
40
2001 -1
o | i i I 1 1 i 1 i 1 L
(947 1949 1951 1953 1955 1957

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



OUTSTANDING DEBTS OF STATE AND LOCAL GOYERNMENTS
HAVE BEEN RISING SHARPLY . . .
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ly financed through the issuance of bonds by the
governmental unit involved. To erect a hospital or a
bridge with an expected life of over 80 years out of
current taxes would generally impose so heavy a bur-
den upon taxpayers as not to be economically feasible.
Likewise, the desire for facilities is frequently so
strong that construction cannot be postponed until the
funds are saved from current revenues. Hence securi-
ties are issued to finance sewage systems, town halls,
university classrooms, roads and other improvements
of a permanent nature.

The chief buyers of municipal bonds are individuals
in the higher income groups and commercial banks.
Individuals, partnerships and personal trusts buy
about two-fifths of the state and local government
securities. Commercial banks purchase about a third
of the new offerings; district member banks have in-
creased their holdings of these securities from $149
million at the end of 1945 to $380 million in October
1957. Two other relatively large buyers of state and
local government securities (taking about 10 per cent
each) are local authorities themselves and insurance
companies. The remaining 6 or 7 per cent is divided
among many institutions, such as nonfinancial corpo-
rations, savings banks, savings and loan associations,
pension funds and dealers and brokers.

During World War II, the financial position of most
state and local governments improved considerably,
primarily because construction outlays of these agen-
cies were limited while revenues increased. The ag-
gregate debt of these institutions was reduced roughly
$4 billion, and liquid assets rose by over $8 billion.
The end of the war found most local governments in

. . BUT LIQUID ASSET HOLDINGS HAVE ALSO RISEN
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fine shape financially but relatively poor in capital
goods.

In most postwar years expenditures of state and lo-
cal governments have exceeded revenues, although
the difference in totals amounts to only $5 billion since
the end of World War II. Yet, from 1946 through
1956 the outstanding debt of these authorities jumped
about $32 billion. This paradox is largely explained
by the fact that some authorities, especially those
engaging in major public works programs, have bor-
rowed heavily while others (considerably fewer in
number) have run surpluses over the entire postwar
period. Thus, the cash and other liquid assets of local
authorities in the aggregate have been rising as stead-
ily, although not as rapidly, as their debts.

... and in the last few years capital market flotations
bave been somewhbat more difficult.

During the past several years interest rates generally
have been increasing, reflecting substantial overall
credit demands. Rates paid on municipal securities
are now higher than they have been for many years.

Interest rates on state and local securities, however,
are lower relative to other interest rates now than
they were in the early ’thirties. This situation results
from the fact that there are more investors, both
institutional and individual, in position to benefit from
the exemption of earnings on municipal securities from
Federal income taxes. Federal income tax rates have
been increased. In addition, in investors’ judgment
the risk involved in municipal securities has apparent-
ly declined.
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During the last few years, however, the widened
interest rate differential between corporate and muni-
cipal bonds has been narrowing, in response to both
demand and supply conditions. Some individual in-
vestors have reportedly shifted from tax exempt secu-
rities toward stocks. Commercial banks, normally im-
portant buyers, have had to liquidate some of their
holdings of municipals under increasing pressure for
loan funds. Major savings institutions that have grown
sharply in recent years, such as life insurance compa-
nies, savings and loan associations and mutual savings
banks, do not benefit as much from investing in the

tax exempt securities. On the supply side, a greater
volume of new municipal issues has tended to satu-
rate the market.

Despite these difficulties local authorities have been
able to market nearly all of the securities offered
during the current period of “tight” money. As for
nearly all other borrowers, of course, the funds have
been obtained at the expense of some increase in in-
terest cost. Even though public attention has been
focused on the occasional offering which has received
no bids, most state and local obligations have been
quietly and successfully issued during the recent
period of capital market pressure.

The Investment Bankers Association estimates that
roughly 93 per cent of the nearly $4.4 billion of mu-
nicipal bonds offered for sale during the nine months
ended March 31, 1957 were sold on initial offer. The
bulk of the remaining 7 per cent have subsequently
been re-offered with slightly altered terms and sold.
Most of the originally unsuccessful issues were high-
way or bridge bonds, whereas nearly all school issues
were successful on the initial offer. Unfortunately, it
is impossible to obtain figures on the volume of secu-
rities that were contemplated but not offered because
the potential borrowers considered the market ad-
verse. Reportedly, the restrictive effect of the tight
money situation upon the sale of state and local secu-
rities was also moderate in the Eighth Federal Reserve
District.

NorMmaN N. BowsHER

SUBSCRIPTION S to the Monthly Review are available to the public
without charge. For information concerning bulk mailings to banks,
business organizations and educational institutions, write: Research
Department, Federal Reserve Bank of St. Louis, P.O. Box 442, St.

Louis-3, Missouri.

Articles or excerpts may be reprinted. A credit line would be ap-

preciated.
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Revised Indexes of

Department Store Sales and Stocks

INDEXES of department store sales and stocks in
the Eighth Federal Reserve District have been re-
vised for the period 1949 to date. Revised indexes
have also been prepared for sales in five district met-
ropolitan areas: St. Louis, Louisville, Memphis, Little
Rock and Evansville. At the same time, revisions
were made in the series published by the Board of
Governors of the Federal Reserve System and other
Federal Reserve Banks.

The indexes, which are based on reports from a
sample of department stores, have been adjusted to
agree with the trend of sales of all such stores as deter-
mined by the Censuses of Business for 1948 and 1954.
Seasonal adjustment factors have been reviewed for
the period 1949 to date and have been revised where
necessary. Prior to this revision, if the month had five
Saturdays, one-third of a day was added to the num-
ber of trading days for calculating daily average sales.
This adjustment has been dropped and indexes now
indicate the level of daily average sales with each
trading day given equal weight. The greater weight

given to Saturdays in the old indexes was based on
the greater volume of sales on that day than on other
days. In the postwar period, however, the institution
of night openings and the development of branch
stores has reduced the relative importance of Satur-
days.

The adjustment of indexes to Census benchmarks
was accomplished in accordance with techniques de-
scribed in the Federal Reserve Bulletin, December
1951 and December 1957. Seasonal factors were de-
termined by the standard ratio-to-moving-average
method. This procedure is described specifically in
the Federal Reserve Bulletin, June 1941, or may be
found in many standard textbooks on statistics.

Reprints of the article on the revision in the Federal
Reserve Bulletin, December 1957, district sales and
stocks indexes and sales indexes for five district met-
ropolitan areas, with revisions for the period from
1949 to date, may be obtained by writing the Research
Department, Federal Reserve Bank of St. Louis, Post
Office Box 442, St. Louis 3, Missouri.

REVISED INDEXES OF DEPARTMENT STORE SALES AND STOCKS—SEASONALLY ADJUSTED
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OF CURRENT CONDITIONS

Released for publication December 1

EV_IDENCE of a decline in the nation’s economic
activity became apparent from reports appearing in
November. Industrial production, retail sales and em-
ployment declined on a seasonally adjusted basis from
September to October. Construction activity, on the
other hand, expanded somewhat to a new record.

In November, the trend of business activity showed
little further deterioration. Steel production contin-
ued to ease, but automobile output- rose rapidly.
Electric power output, after allowance for seasonal
changes, showed a modest improvement from Octo-
ber. Insured unemployment, while significantly high-
er than a year earlier, rose relatively about the usual
amount in early November. Department store sales
in the first three weeks of November rose more rapid-
ly than usual from the low level reached in October.
Most of the available measures, however, indicated a
lower level of manufacturing activity this year than
last.

The decline in activity was accompanied by abate-
ment of inflationary pressures and an easing of de-
mand for bank credit. In light of these developments,
the discount rate at the Federal Reserve Banks was
lowered from 8% to 8 per cent in November.

The easing of inflationary pressures was apparent
in the recent trend of prices. The general level of
wholesale commodity prices was relatively stable
from mid-October to mid-November, following a
slight decrease in the preceding month. The consum-
er price index, which had been rising almost steadily
since early 1956, remained basically unchanged from
September to October as lower food prices and trans-
portation costs offset increases in other prices.

In the Eighth Federal Reserve District business
conditions in November were mixed. Increases from
October levels were registered by department store
sales and by some manufacturing activities. On the
other hand, the demand for bank credit expanded less
than seasonally, and adverse weather conditions re-
duced crop prospects.
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Output of automobiles increased in November, fol-
lowing model-changeover shutdowns in the preced-
ing month. In Louisville, automobile assembly was
interrupted by a work stoppage which began Novem-
ber 5 and ended November 29. Household appliance
production also increased a little during November.
These increases were largely responsible for the de-
cline in insured unemployment from mid-October to
mid-November in the four largest district cities. In
the latter part of November, however, insured unem-
ployment turned up again, following seasonal layoffs
in some industries and reduced employment in air-
craft plants.

Despite the slight upturn recently, manufacturing
activity in the district was apparently less than a year
earlier. In October, manufacturing employment was
below year-earlier levels in St. Louis and Louisville
and about the same in Memphis, Evansville and Little
Rock. In November, output of steel ingots, lumber,
crude oil and meat was also less than a year earlier.

District construction activity, as indicated by con-
struction contracts awarded, was somewhat greater
than a year ago. For the first nine months of the
year total contracts were 4 per cent greater than in
the corresponding period last year compared with an
advance of 2 per cent in the United States. The dis-
trict gain resulted entirely from greater residential
construction, primarily because of large contracts
awarded early in the year for housing military per-
sonnel at Fort Knox, Kentucky, and Little Rock Air
Force Base. Nonresidential, public works and utili-
ties construction contracts were slightly less than a
year ago.

The overall district gain was not evenly distributed.
In St. Louis and Louisville, construction contracts
awarded for residential and nonresidential construc-
tion were substantially less than a year ago. In Mem-
phis, Little Rock and Evansville, however, contracts
were a little larger. In Memphis and Evansville, the
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increase resulted from greater nonresidential building
activity.

Consumer buying at district department stores in-
creased less than the usual amount in October and
was lower than a year earlier. The seasonally adjusted
index of district department store sales fell sharply in
October to the lowest level since June 1955. In the
first three weeks of November sales rose somewhat
more than the usual amount, indicating a little im-
provement, but continued to fall short of year-earlier
levels. The lag in consumer buying was attributed to
a number of factors. The largest district declines from
a year ago occurred in Memphis, where deterioration
of cotton crop prospects affected consumer buying at-
titudes, and in Louisville, where much of the decline
was attributed to reduced employment and work

stoppages.

District department store sales also mirrored the
selective shifts in consumer buying. So far this year
sales of house furnishings have lagged, while sales of
clothing have been somewhat greater than a year ago.

Reflecting a somewhat smaller rise in personal in-
comes in the district than in the nation so far this
year, district sales have shown less strength. For the
year to date, the nation’s department stores sold 1 per
cent more than in the corresponding period a year
ago, while district department store sales declined 1
per cent.

During late October and the first three weeks of
November, loan expansion at district weekly report-
ing banks fell short of the seasonal growth. Total
loans, except interbank, rose $8 million, about one-
fifth the usual expansion at this time of year. The
weakness centered in the business loan area; how-
ever, this was somewhat alleviated in the week ended

November 20, as loans to commerce and industry
rose strongly. Advances to commodity dealers were
smaller than usual for this time of year, and sales fi-
nance companies continued to repay bank loans. On
the other hand, trade concerns and public utilities
added more to their outstanding indebtedness than
the average increase during the like weeks of recent
years. Also, manufacturers of textiles, apparel and
leather added on balance to their borrowings (pri-
marily in the last week under review) in contrast to
usual net repayments at this season. Loans to brok-
ers and dealers for purchasing or carrying securities
and on real estate declined moderately, and “other”,
largely consumer, loans were virtually unchanged in
the four weeks.

Adverse weather conditions in October and the
first half of November reduced district crop prospects.
In October, freezing temperatures occurring one to
four weeks earlier than usual terminated growth and
reduced yields of some cotton stands. In November
heavy rains throughout much of the district, accom-
panied by floods in some areas, hindered harvesting
operations, cutting corn and soybean yields, and fur-
ther reduced cotton yields and quality. Damage to
these crops was reported to be substantial in many
areas, although estimates of the exact amount had not
yet been determined. The unfavorable developments
in October and November further aggravated the
previous weakness in the farm sector of the dis-
trict’s economy. For the first nine months of the
year cash farm income in the Eighth District was 9
per cent less than in the comparable period of 1956,
although it was still 3 per cent higher than in the first
three-quarters of 1955. The decline in agricultural
income reflected primarily lower marketings as farm
product prices continued to average higher than a
year earlier.
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Second

Coal Production Index— 8th Dist.
Crude Oil Production—8th Dist. (Daily average in thousands of bbls.

Steel Ingot Rate, St Louis area (Ogerating rate, per cent of capacity(?b..).
t. Louis (Thousands of cars— 25 railroads— Termi-

Freight Interchanges at HRs— S

.nal R. R. Assn.).
Livestock Slaughter
Lumber Production— S. Pine (Average weekly production— thousands of bd. ft.).
Lumber Production—S. Hardwoods (Operating rate, per cent of capacity).

*  Percentage change is shown in each case. Figures for the steel ingot rate, Southern hardwood rate, and the coal

VARIOUS INDICATORS OF INDUSTRIAL ACTIVITY

Seasonally adjusted, 1947-49=1

Oct. 1957*
Oct. compared with
1957 Sept. 1957 Oct. 1956
91 + 1?% — 5%
84.4 - —
393.2 + 2 + 1
100.0 + 5 —12
121.3 + % —1
219.7 + — 1
81 — 1 — 16

production index show the relative percentage change in production, not the change in index points or in percents of

capacity.
BANK OERTHL
Oct. 1957
1957 compared with
. i n ept. Oct.
Six Largest Centers: millions) 1957 1956
East St. Louis—
National Stock Yards,
165.9 + 15% — 2%
Evansville, Ind 186.8 9 + 4
Little Rock, Ark 231.4 +12 +12
Louisville, Ky..... 911.8 + 3 — 5
Memphis, Tenn. 917.0 +22 — 13
St. Louis, Mo 25271 + 7 + 1
Total— Six Largest
centers....coeeeeenn. $4,940.0 + 2%
Other ReportingCenters:
Alton, Ml....cooviverrnnnnd $ 38.6 — 5% — 3%
Cape Girardeau, Mo 18.8 12
El Dorado, Ark 321 + 5 + g
Fort Smith, Ark 63.2 i +
Greenville, Miss. a1o *4 —23
Hannibal, Mo... 12.6 +12 + 13
Helena, Ark 15.0 + 64 — 17
Jackson, Ten 31.2 + 29 —11
Jefferson City, 110.0 + + 29
Owensboro, Ky, 50.8 + + 3
Paducah, Ky.... 30.4 + n
Pine Bluff, Ark 67.0 +56 =+
Quincy, 11.. 49.8 + 19 + 14
Sedalia, Mo.. 176 + 9 + 8
Springfield, Mo 105.7 +
Texarkana, Ark... 21.6 kS é
Total— Other
Centers.....nrniins $ 695.6 + 13% + 4%
Total—22 Centers. .. $5,635.6 +10% —
INDEX OF BANK DEBITS—22 Centers
Seasonally Adjusted (1947-1949=100)
1957 1956
Oct. Sept. Oct.
169.2 171.7 17L8

| Debits to demand deposit accounts of individuals,
partnerships and corporations and states and political

EIGHTH DISTRICT WEEKLY REPORTING MEMBER BANKS
(In millions of dollars)

Change

from

Nov. 20, Oct. 23,

Assets 1957 1957

LOANS oo $3$5866 $+ 8
Business and Agricultural. . 892 + 12
Security. . 47 — 3
Real Estate 281 -0 -
Other (largely consumer). . 482 — 1
U.S. Gov’t. Securities.......... 843 — 1
Other Securities.... 227 -0
Loans to Banks. 20 — 10
Cash Assets..... 925 + 22
Other Assets.... 46 - 0-
$3,737 $+19

Liabilities and Capital

Demand Deposits of Banks $ 726 s+ 7
2,015 + 4

Time Deposits.......cccovuvuvininne 604 — 3
Borrowings and Other Liab. 95 + 9
Total Capital Accounts.......... 297 + 2
Total Liab. and Capital  $3,737 $+ 19

Principal Changes
in Commercial and. Industrial Loans2
Net Change During
4 Weeks Ended
Business of Borrower 11-20-57
Manufacturing and Mining:

Food, liquor and tobacco............... $
Textiles, apparel and leather
Metals and metal products............
Petroleum, coal,

chemicals and rubber..

Trade Concerns:
Wholesale
Retail.

Commodity dealers.. . 1
Sales finance compan
Public Utilities (including

transportation)..
Construction
All Other.

Total...

1Loans are adjusted to exclude loans to banks; the total is reported net; breakdowns are reported

gross.
2 Changes in business loans b

industry classification from a sample of banks holding roughly 90%

of the total commercial and industrial loans outstanding at Eighth District weekly reporting member

banks.
CASH FARM INCOME

Percentage Change
Jan. thru Sept.

Sept. 57 1957
(In thousands Sept. rom compared with
of dollars) 1957 Sept. 56 195 1955
Arkansas. . $ 41,811 —48% —25% _ 15
Ilinois___ 163,130 — 3 + 4 + 11
Indiana 104,374 + 14 + 4 + 3
Kentucky. . 30,759 + + 4 — 4
Mississippi. 34,578 —5 —27 — 7
Missouri 91,12 — 17 — 2 + 10
Tennessee. 34,434 —38 — 1 + 2
7 States . $500,208 — 19 — 3 + 5
8thDistrict $217,091 — 32 — 9 + 3

_ Source: State data_from USDA preliminary es-
timates unless otherwise indicated.

CONSTRUCTION CONTRACTS AWARDED
IN EIGHTH FEDERAL RESERVE DISTRICT*

(Value of contracts in thousands of dollars)

Sept. Aug. Sept.
1957 1957 1956
.$105,979 $129,843 $117,005
.. 50,813 53,151 39,417
Nonresidential. . 30,355 50,963 49,648
Public Works
and Utilities 24,811 25,729 27,940

* Based upon reports by F. W. Dodge Corpo-
ration.

subdivisions.
DEPARTMENT STORES INDEXES OF DEPARTMENT STORE SALES AND STOCKS
b ¢ f A " 8TH DISTRICT*
ercentage of Accounts Oct Sept Au Oct
and Notes Receivable . Rt g et
Outstanding Sept. 30, '57 . i 1957 1957 1957 1956
Net Sales collected guring Oct. Sales (daily average), unadjusteds.................... 138 144 132 142
Sales (daily average), seasonally adjusted3. . .126 145 147 129
Oct. 1957 10 mos. '57 Excluding Stocks, unadjusted4.... .na. 158 148 166
compared with to same Instal. Instalment Stocks, seasonally adjusted4.. ...n.a. 151 149 148
Sept. '57  Oct. '56 period '56 Accounts  Accounts n.a. Not available.
3 Daily average 1947-49—100
+ 8% — 3% - 0- 16 51 4End of Month average 1947-49=100
+ 5 + 4 —g_ ‘2% Trading days: October 1957— 27; September 1957— 24; October 1956— 27.
. +19 — 95 - * Indexes have been revised and are not comparable with those published
umney, Al + 18 -1 — 4 previously. See note on page 153
vansville Area, Ind. — 3 — 9 — } . .
Louisville Area, Ky., Ind. + %21 — g - 5 15 41
+ — _
+ 11 + 5 + 5 RETAIL FURNITURE STORES
+ 5 g + % 17 59 Net Sales
o + 1 - Oct. 1957
Springfield Area, Mo. : 12 — g + g 13 36 compared with
+13 — 8 — 3 Sept. '57  Oct. '56
. S . . . + 2% — 6%
11In order to permit publication of figures for this city (or area), a special sample St. Louis Area + 2 — 6
has been constructed which is not confined exclusively to department stores. Figures LOUISVIIE AT 8o, + 23 + 3
for any such nondepartment stores, however, are not used in computing the district Memphis Area —19 — 19
percentage changes or in computing department store indexes. Little Rock Area. . — 1 — 9
Springfield Area.... + 9 — 4

2 Fayetteville, Pine Bluff, Arkansas; Harrisburg, Mt. Vernon, Illinois; Vincennes,
Hopkinsville, Mayfield, Owensboro, Kentucky; Chillicothe, Mis-

Indiana; Danville,

souri; Greenville, Mississippi; and Jackson, Tennessee.

Outstanding orders of reporting stores at the end of October 1957 were five

per cent less than on the corresponding date a year ago.
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| In addition to the following cities, shown separately in the table,
includes stores in Blytheville, Fort Smith, Pine Bluff,” Arkansas; Owensboro,

the total

Kentucky; Greenwood, Mississippi; Evansville, Indiana; and Cape Girardeau,

Missouri.
Note:

Figures shown are preliminary and subject to revision.





