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T hough 1946 was a year of readjustment for both man
agement and workers, during the final months Sixth 

District industrial activity was greater than it was in the last 
four months of 1945. This increase occurred despite the con
tinuing effects that war-plant shutdowns have had on the Dis
trict economy.

The return to Civilian life of an estimated 1,200,000 serv
icemen and the displacement of several thousand war workers 
temporarily increased total unemployment in District States 
during the second half of 1945 and the first half of 1946. 
During the second part of last year, however, the number of 
idle workers steadily declined.

Nonfarm employment in September, the latest month for 
which estimates are available, totaled 2,852,000 in the Six 
States. All together there were, on an average, 41,000 more 
people in this classification at work than there were in 1945. 
The total number was still less, however, than the average for 
the first four months of 1945, before war activities ceased. Of 
the total, 1,009,300 were employed in manufacturing and
1,842,700 in other nonagricultural occupations.

Changes in Industrial Employer Status
The greatest impact of peace on the District manufacturing 
economy was felt by the shipbuilding industry. Whereas in
1944 shipbuilding ranked as the major District employer, by 
the fall of 1946 it had dropped to ninth place. From the time 
of the peak in 1944 to August 1946 a total of 221,200 em
ployees in the transportation-equipment field, which includes 
shipbuilding, lost their jobs and either secured others or 
withdrew from the labor force. In the first postwar year 
shipyards in Tampa, Pascagoula, Mobile, and New Orleans 
obtained orders for new vessels as well as for reconversion 
work on ships built during the war. Moreover, there were in
dications that the foundries and fabricating plants associated 
with the shipyards were turning to projects for inland indus
tries. By fall, employment in District yards was increasing 
slightly since the high price of scrap steel had made ship- 
breaking activities profitable. Despite the great reduction in 
shipbuilding operations, therefore, the industry’s employment 
in 1946 still exceeded the 1939 figure 400 percent.

Producers of textiles, lumber, food, chemicals, and iron 
and steel, in that order, again became the chief manufacturing 
employers in the District during the first year of peace. Thus 
the level of total District employment depended heavily upon 
the degree of activity in these industries.

During 1946 District textile mills maintained their highest 
level of production for any other peacetime year except
1941, a peacetime year in which the production of war goods 
had already become heavy. The number of workers increased 
17,800 between August 1945 and August 1946 to a total of 
201,500, which means that one out of every five manufactur
ing workers in the District was then employed in that in
dustry. For the first half of the year production was fairly 
constant, dropping somewhat in July during workers’ va
cations. The relaxation of controls in the fall, beginning with 
a 17-percent price increase and ending with the elimination 
of all price controls at the end of October, was followed, how
ever, by a 13-percent increase in cotton consumption within 
three months’ time. Heavy demands for all types of fabrics 
and the relative absence of work stoppages combined to en

able mills in Georgia, Tennessee, and Alabama to use 257,108 
more bales of cotton in 1946 than they used in 1945.

The favorable profit expectations in textiles during the year 
evidently released a wave of modernization and expansion 
programs in Southern textile mills. A few new mills were, it 
was reported, being built. Early in 1946 there was a series 
of ownership changes, the net effect of which was apparently 
an increasing trend toward integration within the industry. 
Evidently experiences of the 1930’s when many millowners 
were caught off guard were not forgotten, for by the end of 
the year doubts regarding the duration of the boom had in
creased. Rumors of heavy textile inventories also clouded the 
year-end picture. Chenille manufacture, which is a relatively 
minor section of the textile field, was reported in November, 
after heavy activity all summer, to be near a standstill be
cause of overproduction.

Sixth District sawmill operators cut timber during 1946 at 
a rate unequaled in peacetime since 1930 and equaled in war 
only during the years 1941-43. In August this industry em
ployed 169,400 workers in the Six States, an increase of 12,- 
400 in a year’s time. For the first 10 months of the year the 
lumber industry was running 18 percent ahead of production 
in the same period last year, and good cutting weather in the 
late fall months promised that even higher levels might be 
reached.

During most of the year, however, lumbermen expressed 
deep dissatisfaction with Government price and material-al- 
location controls. In January the OPA announced that ceiling 
prices on lumber would be raised in May only if certain pro
duction quotas were met. Scarcely three weeks later, regard
less of quotas, the ceilings were raised the promised extent, 
but later in the spring the OPA’s enforcement drive to stamp 
out black-market lumber operations and its refusal to raise 
ceilings further was received by some operators with talk of 
open rebellion or complete shutdown. The announcement on 
November 10 that price controls on building materials were 
removed brought expressions of relief from the operators, 
who for the most part maintained that prices would stay at 
roughly the same level. By the end of the year, however, 
hardwoods were five to six dollars cheaper but average 
prices for pine had risen from $10 to $12 over the last OPA 
ceilings.

Largely because of the war the past few years have seen an 
increase in chemical production, the District’s fourth most 
important manufacturing industry. Even though chemical em
ployment in the Six States was lower than it was in 1945, the 
successful conversion of a number of war plants during 1946 
in the District has left it 72 percent higher than it was in 
1939.

Employment in iron and steel and related products de
creased 17.3 percent in the first postwar year, though the 
work force was still a quarter more than it was in 1939. This 
decrease was associated with both the slack in shipbuilding 
operations and the curtailment of Army and Navy ordnance 
activity.

Steel-ingot production in the Southern district during 1946 
averaged 77.9 percent of capacity, against a national average 
of only 71.4, apparently because of a higher production level 
beginning in June. Except during the coal strike in the late 
fall Southern plants operated at a rate at least 97 percent
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of capacity for almost the entire second half of the year. Pro
duction of pig iron and ferromanganese by the nine com
panies operating in the Southern district was running at 67 
percent of capacity during the first 11 months of the year, 
bringing total production for the period to 3,021,908 net tons.

Developments in Metal and Building Industries
Possibilities for a long-run development of the steel industry 
appeared in the District during 1946. In the Birmingham 
area, construction was started on a new open-hearth furnace 
and a cold-reduction sheet mill while in Tennessee one com
pany was contemplating expansion in its pig-iron and ferro
manganese facilities. Near Gadsden a long-idle iron mine 
was being reopened. Furthermore, Republic Steel announced 
its acquisition of Mexican properties bearing ore that could 
be used to advantage by its plants in Birmingham and Gads
den.

One of the more encouraging signs of industrial progress 
in the District is the increase in nonferrous-metal activity. In 
Tennessee, the only state on which separate statistics are 
available for this industry, employment increased 16.4 per
cent from August 1945 to August 1946; the national increase, 
on the other hand, was a negligible one. Alcoa, reports indi
cate, has expanded facilities for the production of foil and 
aluminum-paint pigments at its plant in Tennessee, and 
Reynolds Metals is beginning the production of aluminum at 
Listerhill, Alabama. In addition, Wolverine Tube plans to 
produce copper products at Decatur, Alabama. An ore-reduc- 
tion plant for alumina in Baton Rouge, which was sold by the 
Government to the Henry J. Kaiser interests, will supply 
plants on the West Coast. The 100-percent increase in Dis
trict nonferrous-metals employment since 1939 may have an 
economic significance greater than the number of workers in
dicates, for the industry ranks on a national basis as one that 
pays above-average wages.

Construction activity during 1946, to the extent that it was 
measured by contracts awarded, was misleading. The increase 
in building activity for Army posts and war plants had in
itiated the wartime boom in the District, but a similar antici
pated increase in civilian building in the first postwar year 
was held to much smaller proportions. In dollar value resi- 
dential-construction contracts awarded in the Sixth District 
were 37 percent higher during 10 months of 1946 than they 
were in the former peak year of 1923. In terms of actual ac
tivity, however, this figure is inflated by a 60 percent rise in 
District building costs over costs at that time. Indications are 
that construction costs rose faster in the South during 1946 
than they rose in the rest of the country. They increased in 
Atlanta, the only District city for which estimates are avail
able, 31.5 percent in the 12 months ended September 1946. 
The national increase was 25.7 percent. Atlanta’s building 
costs during 1946 rose faster than costs in the larger cities of 
St. Louis, San Francisco, and New York.

A shortage of labor for the construction trades further 
postponed building activity, already delayed by high prices 
and a lack of materials. Even though it appeared that plenty 
of experienced construction men were available from among 
those who had worked on wartime building projects, such 
was not the case. Actually in Alabama, Florida, and Georgia, 
according to the Bureau of Labor Statistics, 47,600 fewer 
people were used in construction work during November
1946 than were used during January 1943. During the war,
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large-scale construction jobs for war camps and industrial 
plants were carried on by sheer force of manpower and little 
attention was paid to skills. On the other hand, in the post
war period both residential and commercial building are on 
a smaller scale and require a relatively greater proportion 
of skilled workers.

District Industrial Structure Changes 
In meeting the pent-up demand for consumer goods of all 
types during 1946, some of the District’s traditional indus
tries made record profits. The elimination of excess-profit 
taxes also gave many District industries a better financial po
sition than they had even during the peak war years of 1942 
and 1943. In textiles alone profits were estimated on a na
tional basis to be 200 percent higher than they were last year. 
Much of the 1946 earnings of District firms, however, were 
scheduled to be put back into the business in the form of 
plant expansion and modernization, which had been delayed 
by almost 10 years of subnormal business development that 
were followed by a period of construction restrictions and 
material shortages.

Reconversion to civilian production not only affected va
rious industries, but the changes that were involved also in
fluenced the structure of the District industrial economy. 
During the year a trend that may have important effects on 
the regional economy became apparent. At the peak of war 
activity in 1944, District employment was almost equally dis
tributed between durable- and nondurable-goods production. 
This balanced condition was brought about by increases in 
shipbuilding, ordnance, and other heavy manufacturing lines 
that were larger than increases in the nondurable-goods in
dustries.

Events since August 1945, when war production came to 
a virtual standstill, have had the effect of upsetting the bal
ance. Employment in the nondurable-goods industries in the 
District has increased since the end of the war, although at 
a slower rate than the expansion in national employment in 
the textile, food, apparel, and other consumer-goods indus
tries has taken place. Total employment in the durable-man- 
ufacturing group, including such industries as iron and steel 
production, machinery manufacture, shipbuilding, and lum
ber production, fell off more than the national average for 
that group. As a result the District, from the standpoint of 
employment, returned to an industrial economy consisting of 
approximately 40 percent durable-goods manufacturing and 
60 percent nondurable-goods activity, a situation similar to 
that of 1939.

The contraction of industrial operations following the re
turn of peace in many cases hit the Sixth District harder 
than it hit other sections of the country. The war brought 
many more new plants to District states, comparatively, but 
conversion of these war-built plants to civilian production 
often meant either placing Government-owned factories on a 
stand-by basis or shutting down privately owned facilities 
entirely. By vigorous local drives to stimulate the use of idle 
war facilities and to encourage the development of new in
dustries, however, attempts were made to build up durable- 
as well as nondurable-goods production in the District.

The return to the prewar pattern of District industrial ac
tivity was an important reason for much of the favorable 
business record made during 1946. For the most part non- 
durable-goods industries were relatively less disturbed by re
conversion difficulties and work stoppages arising from labor 
disputes. Since nondurable-goods production normally ac

counts for a very large proportion of the District industry, it 
is probable that the great activity in this field meant a pro
portionately higher degree of industrial activity for the Sixth 
District relative to some other section of the country during
1946.

If inventories continue to rise and consumers increase 
their resistance to the high prices of so-called soft goods,
1947 may not maintain in the District the high employment, 
production, and profit levels of 1946. In addition, the still- 
expected peak in the production of consumer durable goods, 
such as cars and household appliances, as well as the expan
sion of heavy capital-goods production which is predicted, 
when it comes will not affect the Sixth District as much as 
it will some other sections of the country because of the rel
atively lighter concentration of such manufacture in this 
area.

A boom in the durable-goods industries, however, cannot 
occur over any length of time while nondurable-goods pro
duction is shrinking. Nationally, in 1920 durable-goods pro
duction began to decrease only about eight months after non
durable manufacturing started to decline. This precedent 
makes it appear that manufacturing activity in the Sixth Dis
trict, despite the relatively small proportion of durable-goods 
manufacturing, may be expected to follow fairly closely the 
ups and downs of the national economy. Furthermore, the 
steadier character of nondurable-goods manufacturing activ
ity will probably cushion industrial employment in the Dis
trict from the traditionally violent fluctuations in durable 
goods industries.

Sixth District industry during the first full year of peace 
underwent sharp changes but in the final analysis showed 
a better position than some postwar predictions had indicated 
it would have, though failing as yet to fulfill many of the 
eloquently expressed hopes of a few overly “expansion- 
minded” analysts. After a year of civilian production it ap
peared that the greatest benefits from war additions to the 
District economy during 1946 came not from absolute in
creases but from the fact that the decreases following cur
tailment of military production were no greater than they 
were.

Despite the large number of wartime additions to District 
industry, it was expected that the gains made during 1946 
would be largely negative. Hopes that after the war the 
mountains, piney woods, red clay and sandy soil of District 
states would be covered with forests of smokestacks were 
colorful but not necessarily founded on realities. Most 
thoughtful students of the Southern economy realize that in
dustrialization at best is a slow development that is not com
pleted even by such events as a major war. Few plants con
structed solely for war purposes are easily convertible over
night to civilian production.

The steady progress which the South has been making 
toward industrialization in the years since the 1930’s will un
doubtedly continue in the postwar period. If the nation is to 
have a boom-and-bust economy, however, such progress may 
not be more than temporary. Violent fluctuations in business 
activity, of course, do not encourage long-term industrial-de- 
velopment programs. If, on the other hand, employment is 
maintained at high levels, either through the successful func
tioning of the nation’s privately controlled business machine 
or through Government programs, the natural growth of in
dustrialization in the South may well continue in the postwar 
period. T homas R. Atkinson
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