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T h e  S p r e a d  o f  D e v e l o p m e n t  C o r p o r a t i o n s

A  movement gaining popularity among the towns and 
small cities of the South is the establishment of indus

trial development corporations. It will be the work of these 
organizations to increase manufacturing operations in the 
communities and thus offset the preponderance of agricul
tural activity. Within the states of this District 18 commu
nities, at least, are now launching enterprises of that type or 
are planning on doing so and six more are reported to have 
begun them. Industrial-development corporations have, of 
course, been used for years in cities over the nation. Only 
recently, however, have the smaller communities in the 
South seen that they could be used as a means of attaining 
sorely needed economic balance within their own localities.

The South’s need for industrial growth, to bring about the 
economic welfare of a greater number of its residents, has 
long received general recognition. But it was perhaps condi
tions during World War II, when the Southern people saw 
for themselves what Capacity manufacturing operations 
could do for the region, that lifted this recognition out of 
the field of mere discussion and exhortation, for the most 
part, to a plane of widespread and fairly vigorous activity.

For more than a half century before the war public offi
cials, candidates for office, students of public affairs, edi
torial writers, and teachers had been spreading the gospel 
of industrial development and diversification as the eco
nomic salvation of the South. Despite the progress made 
from 1880 through the 1920’s, however, a sympathetic 
Presidential committee could still designate the region in 
1938 as the country’s “Economic Problem No. 1.” This was 
at a time, too, when the whole nation was recovering from 
the most severe economic collapse in its history. Though 
professional Southerners and other people who allowed their 
hurt pride to blind them to economic realities protested, most 
serious thinkers admitted the truth of this regional indict
ment.

The years of progress before the collapse had raised the 
region’s relative economic position only slightly. Income 
levels and other indexes of economic conditions in the South 
showed a striking disparity with those for other regions. In 
this situation the slavish adherence to an agricultural econ
omy built on a few staples— cotton, corn, and tobacco— was 
a prime factor. Only in those states or subregions where 
manufacturing activity had become firmly entrenched on a 
wide scale was there, according to the indexes, a higher 
economic level. The dissatisfaction, with conditions as they 
were, was intensified by the conclusions reached in calcu
lating studies made of the region’s assets and liabilities, 
including its resource patterns and labor-capital ratio.

As a result of a birth rate much higher than the death

rate, for years a steady stream of migrants has poured out of 
the region to sections where work is more plentiful and 
average incomes are higher. Because of changes wrought by 
World War II  several new factors have now been injected 
into the surplus labor picture to make the need for indus
trial expansion even more pressing. With the westward shift 
of an already reduced cotton acreage, the land in the older 
states is being turned to more extensive farming. As the 
region’s landowners seek better returns by an increasing use 
of the mechanical cotton picker, power implements for weed 
control, and cane harvesters, the lower income groups will 
lose their place on the agricultural ladder. If the region is 
to absorb its farm laborers, sharecroppers, and tenant farm
ers that are displaced during this agricultural revolution, 
five million new jobs, it is estimated, must be created in non
agricultural enterprises during the next decade.

In addition, former service people and displaced war 
workers are everywhere resisting a return to the low-income 
farm jobs. State and Federal veteran and unemployment- 
fund benefits have somewhat obscured the picture, but it is 
apparent in many cases that this resistance represents a last
ing aversion.

Despite low levels of per capita income and savings, a 
major proportion of workers with limited industrial skills, 
and a shortage of venture capital, there has been over the 
years a great amount of native industrial development. The 
status of many Southern firms, some of them now grown to 
big-business stature, in the textile, tobacco, beverage, and 
metal fields is evidence. In the large capital-using indus
tries, such as iron and steel, light metals, chemicals, oil and 
gas, transportation, and public utilities, however, outside 
capital has had control. The consequences of this control to 
the South in differential rate structures, a tendency to regard 
its facilities as marginal or peak-load plants, and a restric
tion of regional development are widely discussed and dis
puted.

With the development of the National-defense program 
after the fall of France and of the war program after the 
bombing of Pearl Harbor, the South rapidly gained addi
tions of Federal funds to its capital investment in plant fa
cilities. The impetus thus given to the region in industrial
ization was probably of greater relative importance than that 
given to any othei; region. Of equal importance was the im
pact of war demands on regional incomes and savings. As a 
result of the increased industrial activity, pools of liquid 
assets and investment capital accumulated in communities 
all over the South.

As the end of World War I I  drew near the situation to 
farsighted men appeared urgent and at the same time hope
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ful. The South would acquire a large labor reserve as the 
shifts away from intensive farming toward extensive farm
ing and from manual labor toward mechanization took place. 
Its labor force would swell as service people and war 
workers returned to civilian status and peacetime work. It 
possessed the climate as well as the resources favorable foi 
industrial expansion. Furthermore, its communities had sur
plus capital available in sufficient amounts to finance addi
tional plant facilities for new or expanded industries.

Set as it was against a background of pent-up demand for 
all kinds of products and of an attitude increasingly favor
able to a breaking down of the barriers that had restricted 
manufacturing in the South, this situation invited the estab
lishment of new businesses. Many of them are accepting the 
invitation, for during the period since V-J Day business 
enterprises have sprung up with such rapidity that no accu
rate current count is available. The staffs of state agencies, 
local chambers of commerce, and railroad and power-com- 
pany industrial departments have been busy answering the 
numerous inquiries and directing prospective industries to 
desirable locations.

This situation, moreover, accelerated the establishment of 
local industrial-development corporations to fill a need none 
of the more traditional agencies could supply. The corpora
tions also do a great deal to avoid the pitfalls of develop
ment organizations much less formally set up.

Not many years ago when a community wanted to attract 
new industries, a common procedure was to extend muni
cipally granted subsidies. Often these took the form of out
right gifts of land or buildings, sometimes both. Usually 
there was the additional inducement of a tax-free status for 
a time. The cost was borne either indirectly by the taxpayers 
or directly by prominent citizens and municipal officials who 
made fhe necessary donations. In most cases there was no 
requirement for a detailed examination into the individual 
enterprise’s background, financial status, and managerial 
setup or into its prospects. Frequently, therefore, the enter
prise furnished no lasting utilization of the community’s 
surplus labor and materials but closed its doors at the first 
signs of difficulty, leaving behind it costs that were to linger 
long afterward. It was to avoid this wasted effort and 
money that Mississippi adopted its Balance Agriculture with 
Industry Plan. For the same reason agencies in other states 
also began to discourage very informal plans for industrial 
development with community-subscribed capital and the 
communities themselves began the practice of forming care
fully planned development corporations.

Fashioned along the lines of community programs estab
lished in some of the larger cities, such as Louisville, Ken
tucky, where the Louisville Industrial Foundation has been 
aiding industrial growth for 30 years, these corporations 
have followed no one pattern of organization or method of 
operation. They are organized to bring the local commu
nity’s labor and capital together with an expanding, or new, 
business enterprise that could utilize them. Sometimes the 
man with a plan for a new business comes from the com
munity itself, but often he comes from a neighboring cen
ter, or even from outside the region.

Some of the main features of those corporations known 
to be in existence in the District states are summarized in 
the accompanying table. Though Millen, Georgia; Monroe 
and Alexandria, Louisiana; and Brownsville, Winchester, 
and Murfreesboro, Tennesee, were reported to have such

organizations, the reports have not been confirmed. There 
are probably other communities in the District that have 
tthem.

Of those communities on which information was obtained, 
Union City, Tennessee, and Tifton, Douglas, Cedartown, and 
Sandersville, Georgia, have plans for development corpora
tions under discussion at present. Corporations in Sparta, 
Bainbridge, Warrenton, and Hawkinsville, Georgia, and in 
Decaturville, Tennessee, are held up by an inability to se
cure suitable buildings for applicant concerns. In Dunlap, 
Tennessee, and in Albany and Waycross, Georgia, newly 
organized corporations are currently negotiating with pros
pective industries. Those of the corporations that already 
have industries operating under their plans are in Cordele, 
Marietta, and Waverly Hall, Georgia, and in Greenville 
and Jackson, Tennessee.

For the most part the corporations are located in widely 
scattered counties of both Georgia and Tennessee. The areas 
in which they fall are primarily agricultural. Hence this 
method of promoting industrial development is in accord 
with the state and regional policy of balancing agriculture 
with industry.

Organization and Capital Structure 
As stated in the charters, most of the corporations have 
for their purpose the advancement and improvement of 
their respective areas. In most cases the official names of the 
organizations reflect the purpose. These corporations are 
usually county-wide in scope, with the principal office and 
most shareholders of each located in a county seat or prin
cipal town. In the case of the small rural county, typical of 
Georgia and Tennessee, the benefits of new industry as a 
market for labor and raw materials are apt to spread 
through the whole county. All but two or three of these 
corporations have been chartered only since the closing days 
of the war, indicating wide concern over the possible im
pact of postwar dislocation on local economies. That the 
expected local business setbacks have not occurred in no 
way detracts from the farsightedness of the progressive 
organizers of these corporations who have learned that the 
prevention of such setbacks is far less painful and of more 
lasting value than their cure.

The development funds take the usual corporate form of 
organization. Bondholders and stockholders have one vote 
for each bond or share of stock, as the case may be, in the 
annual elections of from seven to 16 directors. The offi
cers, who serve without pay, are elected by the directors. 
Like the directors, they represent a cross-section of the 
usual small-town business leadership. They are bankers, 
lawyers, doctors, druggists, merchants, newspaper editors, 
and manufacturers. Often the secretary of the local cham
ber of commerce is secretary of the development corpora
tion also. In most cases the disbursement of funds and the 
signing of contracts is left to the discretion of the officers. 
The bylaws of some of the organizations set up a small 
executive committee or require approval of a majority of 
the directors before major decisions can be made. Whether 
the delay when immediate and decisive action should be 
taken is too high a price to pay for this safeguard against 
unwise expenditure is a question difficult to answer.

The capital structures are simple. Except in one case 
each of them has only one type of stock or bond. But the 
amounts of authorized capital vary widely, depending upon 
the size of the town and the ambitions of the organizations’
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ORGANIZATIONAL FEATURES OF THIRTEEN SIXTH DISTRICT DEVELOPMENT CORPORATIONS
City
and

County

Locally
Estimated
Population Name oi Corporation

Date
Chartered

Present
Officers

Capitalization Type of 
Security 
IssuedAuthorized Paid-in

Georgia

Albany

Dougherty

35.000

42.000

Albany, Inc. Aug. 1946 J. T. Haley 
President

$300,000 $ 75,000 
(Planned)

3-5% Common 
stock, planned 
par value of 

$100

Bainbridge

Decatur

10,000

25,000

Bainbridge Civic 
Improvement Corp.

May 1946
J. U. Grimsley 

President 
J. M. Hughes

Secretary

90,000 100,000 
(10,000 in 

gifts)

2% Bonds in 
$100 denomi

nations 
No stock

Cordele

Crisp

8,000

18,000

Crisp County 
Development Co., 

Inc.

Oct. 1936 
Amended 
Jan. 1946

Guy T. Cobb 
President

200,000 52,000
$15,000 of 

common stock 
$50,000 of 

preferred stock

Hawkinsville

Pulaski

4.000

9.000

Pulaski Development 
Co., Inc.

Mar. 1946
J. H. Thompson 

President 
R. H. Lawson

Secretary

100,000 20,000
175 Shares of 
$100 par and 
25 shares of 
no-par stock

Marietta

Cobb

25.000

34.000

Marietta Industrial 
Association, Inc.

June 1945
R. L. Coggins 

President
J. S. Wingo

Secretary

100,000 52,000 Common stock 
with $100 
par value

Sparta

Hancock

2,000

13,000

Hancock County 
Development Co.

Nov. 1945
M. G. Bound

President 
L. L. Stewart 

Secretary

30,000 30,000
5% Common 

stock with 
$100 par 

value

Warrenton

Warren

1,200

11,000

Warrenton Development 
Co.

Oct. 1944
J. B. Wilhoit 

President 
Dr. C. S. Evans

Secretary

30,000 30,000 Common stock 
with $100 
par value

Waverly Hall 

Harris

600

10,000

Waverly Hall 
Development Co., 

Inc.

April 1946
G. B. Saunders

President
J. B. Thompson 

Secretary

100,000 26,000 Common stock 
with $50 
par value

Way cross 

Ware

20,000

32,000

Ware County 
Industrial Development 

Association, Inc.

June 1946
M. M. Monroe 

President
Liston Elkins

Secretary

250,000 93,000 4% Bonds in 
$100 and $1,000 
denominations

Tennessee

Decaturville

Decatur

500

10,000

People's Industrial 
Development 
Corporation

Nov. 1945
A. F. Adair

President
P. S. Simmons

Secretary

75,000 Common stock

Dunlap

Sequatchie

800

3,000

Dunlap Building and 
Real Estate Company

Aug. 1946
F. S. Barker

President
B. F. Groover 

Secretary

100,000 6,000 Common stock 
with $100 
par value

Greenville

Greene

8,000

42,000

Greene County 
Foundation

Mar. 1946
C. B. Austin

President
Glenn Bewley 

Secretary

200,000 103,000 Stock
certificates

lackson

Madison

3,500

53,000

The lackson 
Foundation, Inc.

1945
Wm. Holland

President
Everett Rogers 

Secretary

100,000 65,000 Common stock 
with $100 
par value
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founders. Three of the corporations in Georgia and two in 
Tennessee have authorized capital of $100,000. Three others 
in Georgia and one in Tennessee have larger amounts au
thorized. Though several of the smaller corporations have 
had all their capital paid in before they started to build, 
only two in the larger communities have had their paid-in 
capital reach $100,000. In those cases where pledges are 
paid monthly, however, the available capital is steadily in
creasing.

Common stock with a par value of $100 is the type of 
security usually issued, with a small issue of preferred stock 
added in one case. Two of the larger corporations, however, 
are selling only bonds. The bondholders’ voting rights are 
on a similar basis to the stockholders’. Although no limit is 
placed on the amount of investment that may be made by 
any individual, a desirably varied and widespread owner
ship has resulted in practice. In one city an application by 
an out-of-state resident for stock was welcomed. Colored 
professional men in that community are also among the 
stockholders. Companies operating locally have been ready 
subscribers for stock, even when their principal places of 
business have been elsewhere. Most of the development or
ganizations hope to earn for their shareholders a return of 
2 percent to 5 percent on the investments. Since usually these 
profits will not be distributed, the returns will be indirect ones 
in the form of increased business for the community. The 
capital fund is to be maintained intact or added to and used 
over and over again.

Lease Arrangements
All the corporations plan to acquire a site and building suit
able for each of the accepted industries, constructing or re
modeling to suit the requirements of the future occupant. 
They will then lease the property to the firm, one whose past 
record, credit rating, and prospects, of course, are satisfac
tory.

Terms of the leases vary, but 10-year leases at monthly 
rentals equal to one percent of the cost are the most common 
type. In any case, the plan calls for the cost of the project 
to be amortized over the term of the lease, with an option 
given to purchase at any time during that period. The devel
opment corporation’s interest may be secured by a mortgage 
on machinery or improvements that are added by the occu
pant. Property taxes and insurance, utility-service, and main
tenance costs are usually borne by the occupant. Title will be 
transferred to the lessee when the corporation has been reim
bursed for the cost of the building, either by accumulated rent 
or a lump-sum payment. In one case, however, title is to be 
vested in the city and county jointly when the bondholders 
are repaid. This is not a typical case in other respects also. 
The occupant industry will pay only a nominal rent scaled 
downward as his employment rises, and funds for reim
bursing the shareholders will come from property taxes levied 
through the county.

Though the organizational and operational features of these 
corporations vary, the procedure of establishing them follows 
a pattern. A group of leaders in a community confronted by 
an agricultural imbalance in the county and a prospect of 
labor surpluses, or even possible loss of war-created activities, 
meet to talk over their problems. They begin by carefully 
considering their community’s needs and its prospects as 
calculated by the chamber of commerce or another local 
group. They then review what information they have on the

unfortunate experiences of towns that granted outright sub
sidies to new industries. They have before them correspond
ence and literature on plans used in other towns. Once local 
opinion has been sounded out and the availability of resources 
determined, through private discussions and meetings of local 
civic clubs, the leaders draw up a plan and apply for a char
ter. When this has been granted, the work of organizing, 
electing officers, writing bylaws, and making plans for raising 
capital is carried out. So far only three corporations in Geor
gia and two in Tennessee have passed that stage, but the others 
plan to go ahead as rapidly as possible.

Problems of Operation

Though there are several reasons for a slowing down in 
the work of the corporations, none of them is a slackening of 
support or a lack of enthusiasm among the sponsors. Nor has 
the difficulty of securing local capital or prospective indus
trial contracts been a deterrent. Some of the corporations, 
such as the one in Albany, Georgia, are so recently formed 
that they have not yet had time to carry out the operational 
phases of their work. In other instances, for example, Way- 
cross, Georgia, and Dunlap, Tennessee, negotiations with in
terested industries are now being carried on.

Some of the groups have had difficulty securing suitable 
buildings for their clients or housing for the workers. In at 
least three instances great difficulties and delays have been 
encountered when attempts were made to obtain the use of 
now vacant structures that were built for military uses. Pros
pective industrial occupants have inspected the structures and 
found them suitable, but transfers of these surplus war facili
ties are effected so slowly that none of them has yet been 
made available.

Building restrictions have constituted a more serious handi
cap. Priorities to build have been hard to get because of the 
emphasis placed on diverting materials to home construc
tion. When priorities have been secured, it has been very 
hard to get a building contractor to undertake the work, be
cause of a fear that material and labor shortages or further 
restrictions will hold up construction. Housing for workers 
also has presented problems, which are similar to those com
mon in many sections of the country. In a few cases, however, 
dwellings built for workers at war plants are available. In 
some others prefabricated units have been secured from war 
camps by private concerns and transferred to the community. 
At Cordele the development corporation itself is building 
homes for workers.

This work of the Crisp County Development Company, In
corporated, has so far not been duplicated by any of the 
other organizations. The corporation was organized in 1936, 
eight years before any of the others were chartered, for the 
purpose of erecting a building that was to be leased to an 
incoming hosiery mill. This factory, incidentally, is now well 
established in the town. No further construction was under
taken until this year, after the corporation was reorganized 
with greatly increased capital—some of which was in pre
ferred stock. At that time another building was constructed 
for lease to the Crisp County Manufacturing Company, a 
maker of ladies’ blouses. Soon afterward it was learned that 
the factory’s 150 employees and smaller numbers employed 
by other newly installed industries would overtax the housing 
facilities in the city. A housing program calling for the con
struction of between 30 and 40 dwellings, ranging in price
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from $5,000 to $9,000, was planned. Of the 20 units begun, 
seven have been completed. These houses have been sold 
mostly to veterans, who have first choice for 60 days as well 
as the advantage of G. I. loan aid in financing their purchases. 
Sales are made only for cash in order that funds used by the 
corporation to finance the construction will not be tied up 
over a long period.

A Corporation at W ork
Of the four other development corporations that have actually 
brought new industries to their towns, the Marietta Indus
trial Association is believed to be typical. It was organized in 
June 1945 by some of the city’s leading businessmen. These 
men were seeking to prevent complete loss of the increased 
business activity the city then had as the site of a large 
bomber plant. At present slightly more than half the author
ized $100,000 capitalization has been paid in. Supplemented 
by bank loans, this money has been used to finance the ac
quisition of four factory buildings at a cost of about $108,- 
000. One of the buildings was purchased, two were constructed, 
and a fourth is being completed. The industries using these 
buildings manufacture furniture, wearing apparel, metal 
signs, and ceramic products. Their total pay rolls are ex
pected, at full operation, to reach $300,000 a year for 200 
employees. Two of the enterprises are newly organized. Of 
the other two, one moved to Marietta and one established a 
branch plant there as a direct result of the association’s work.

With each of the industries the Marietta Industrial Associa
tion has entered into a lease at a monthly rental rate equal to 
one percent of the building’s cost. The contract covers a 
minimum of five years and carries the privileges of renewal 
for another five years and purchase of the building for the 
unamortized portion of the cost. It is believed that all the 
industries will exercise their options to purchase. One of 
them has already indicated an interest in doing so. Under the 
lease, the occupant pays taxes, insurance premiums, utility 
charges, and maintenance expense of the building. When one 
of the buildings is sold, the proceeds will be invested in build
ings for other industries. Though dividends are authorized 
none has been paid, nor is such payment expected. The asso
ciation plans to maintain its capital as a revolving fund, and 
its subscribers look for returns only in the increase of busi
ness activity that these additional industries will bring to 
Marietta.

No complete or final appraisal is possible, of course, with 
the as-yet limited experience in using this type of community 
encouragement to industry. It is a promising program, how
ever, that other communities eager for an added measure of 
industrial development may wish to follow.

It must be admitted that under the plans of all these indus- 
trial-development corporations there is an element of subsidy 
to industry. Where tax exemptions are granted the subsidy is 
obvious and it is apparent that the taxpayers are bearing the 
cost of increased public services occasioned by the favored 
industry, but this practice is not widespread. Of course in 
those cases of free or nominal rents subsidies are equally 
apparent. But in the usual situation, where the building is 
acquired by monthly payments over a 10- or 20-year period, 
the industry is in effect merely getting an interest-free loan 
for that period. If it were to build its own plant and borrow 
the money from commercial sources, it would certainly pay 
interest on the loan as well as instalments on the principal. 
That all these plans entail some measure of community sub

sidization does not of course condemn them. The community 
usually feels that the resulting better employment opportuni
ties for its people, the increased payrolls, and the greater 
volume of trade that flows through local channels are suffi
cient return.

A Better Economic Balance
Of course an industry brought in by a development corpora
tion might have located in the town without any concession 
or other help, but in the competition for industrial plants no 
progressive community wants to leave that much to chance. 
Underlying the development-corporation plan is the commu
nity’s desire to promote a better economic balance, first, be
tween agriculture and industry and, second, among various 
types of industry. Although no one of the plants established 
under these plans has so far employed more than a few- 
score persons, together they will do much to absorb surplus 
labor from the farms and the curtailed war activities. In 
every community visited for this study a labor survey of the 
area had been made and the size and make-up of the labor 
force had been taken into account in negotiations with pros
pective industries. Another evidence of intelligent commu
nity planning by the officers of these corporations is the pol
icy of seeking, wherever possible, industries that will utilize 
raw materials from the localities. Where more than one in
dustry has been obtained, and where plants are already estab
lished, every effort has been made to secure a measure of 
diversification.

Before a contract is signed with an applicant firm that is 
operating elsewhere, or has previously operated, a careful 
study is made of its financial statement. Before one is signed 
with a new concern, a check is made of its prospects and of 
the credit rating and financial backing of its founders. In 
conjunction with other local agencies, as well as with state 
planning authorities, the officers of the development corpora
tions have tried to secure industries that will be firmly 
oriented to the regional resources and to local labor condi
tions. By signing the aided industry to a lease contract the 
corporations assure the interest of the industry in carrying 
out its agreement. Certainly the present plan will avoid repe
titions of the unhappy experiences many communities have 
had in the past when they used public- or community-sub- 
scribed funds to unwittingly subsidize fly-by-night industries.

The question of what will happen to these plans in the 
event of a depression is of course unanswerable at this stage. 
But if the industries aided are economically sound and well 
managed there is good reason to believe they all will survive. 
In fact under the plan of the industrial-development corpora
tions, industry and the community might easily give mutual 
support in time of economic crisis and thus stand off the full 
force of such a crisis within the community and its immedi
ate vicinity. TT

C. H. D o n o v a n .

RETAIL FURNITURE STORE OPERATIONS

Item

Total sa les..........................................
Cash sa les.........................................
Instalment and other credit s a le s .. 
Accounts receivable, end of month
Collections during month...............
Inventories, end of month...............

Number
oi

Stores
Reporting

102
94
94101101
81

Percent Change 
September 1946 from

August 1946

— 7 
+ 2— 5 
+ 1

Sept. 1945
+ 61+ 68
-f- 59
+ 36
i+  30
■+ 41

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

October 31, 1946


