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Abstract 
 In the 1930s, Mississippi and much of the South implemented industrial bonding 
programs with hopes of industrializing the South and stimulating the region’s economy. 
Although similar industrial subsidization programs are implemented in the U.S. today, there is no 
indication that they are worth the billions of dollars that the government spends to operate them. 
In this paper, I examine the effects that Mississippi’s industrial bonding program, Balance 
Agriculture With Industry, had on industrial growth in the state from 1935 to 1958. I find that the 
program was successful in its goal to increase industrial growth in eight out of nine industrial 
sectors in the state.  
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1 Introduction 
In 1936, Mississippi implemented the Balance Agriculture with Industry (BAWI) 

program in an attempt to bring manufacturing to the South (Hopkins, 1). Through the BAWI 

program, cities leased subsidies such as bonds and manufacturing facilities to private enterprise 

at minimal cost. The Depression-era program was aimed at decreasing unemployment as well as 

increasing industry in Mississippi. In my thesis, I will examine whether the BAWI program was 

successful in its goal to bring industrialization to the undeveloped parts of Mississippi. The main 

goal of my paper is to determine what effect the BAWI had on industrial growth in Mississippi. 

 Those who advocated for the BAWI program by and large intended to industrialize the 

South (Hopkins, 2). One advantage for these advocates was their ability to choose the industries 

that would manufacture in Mississippi. This allowed them to assess the industry’s likelihood of 

success in terms of attracting new jobs and creating sustainable economic growth. The BAWI 

program used an adapted version of community subsidization that relied on different procedures 

and centralized controls (Hopkins, 4). The firms included in the BAWI program received 

subsidies, as well as low cost rent for the land and building. The advocates of the BAWI program 

hoped that it would aid in Mississippi’s transition from an agrarian society to an industrial 

society and thus enhance the state’s prospects for future prosperity.  

More recently, similar programs have been enacted throughout the United States. Over 

$80 billion in incentives are now paid to companies each year in the hope that they will create 

jobs and economic growth (Story). However, it is difficult to assess whether these programs 

create net benefits for the local communities that provide the incentives. For example, a variety 

of states and cities awarded GM billions of dollars in incentives so that they would continue to 

stimulate the job industries and economies in these places (Story). However, many of these 

contributors were left with nothing after GM closed about 50 plants that had been awarded 
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incentives (Story). In addition, the effects of these programs are confounded with unobserved 

changes in state policies that may affect local economic activity.  

In my thesis I will analyze the effects of an industrial promotion program, BAWI, in 

counties in Mississippi from 1935 to 1958. I will use county-level data from the US Census of 

Manufactures and state industrial directories combined with detailed data on the location of all 

BAWI establishments. My control in this analysis will be those counties that did not receive 

treatment from BAWI. The regression analysis will control for time-invariant unobserved 

characteristics of counties so that my estimates will only capture the effect of changes in the 

number and size of establishments under the BAWI program.  

2 Historical Background 

 The Balance Agriculture With Industry program and programs like it were implemented 

partly due to the fact that industrialism in the South was almost nonexistent until the 1940s. 

There are various hypotheses that aim to answer why industrialization did not develop in the 

South until the mid-20th century. These hypotheses consider social, economic, and political 

factors in the South during the antebellum period, the Civil War, both WWI and WWII, and the 

Great Depression.  

2.1 The Pre-Antebellum Era’s Effect on Industrialization 

 In A Deplorable Scarcity, Bateman and Weiss explore the hypotheses used to explain the 

lack of industrialization in the United States Antebellum South. These hypotheses were formed 

using both historical and economic information about the Antebellum South, and thus differ with 

regard to the quality and amount of evidence that support them. Much of the data that supports 

these hypotheses is believed to be incomplete, inaccurate, or too aggregated. In this paper, I will 

summarize each of the hypotheses and discuss their plausibility.   
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 A Deplorable Scarcity begins with a historical background of the economy and 

manufacturing industry of the Antebellum South. Not including slaves, between 1840 and 1860 

the growth in per capita income of the Southern population was approximately the same as other 

regions in the US (Bateman and Weiss, 1). The South was mainly comprised of a prominent 

agriculture sector, which is why many people believe that southerners had little manufacturing 

ability. However, there is no direct evidence to support this claim (Bateman and Weiss, 4).  

In the colonial South, manufacturing was regulated and restricted by the Crown, bounties 

from the British government, and the success of agricultural exports (Bateman and Weiss, 7). 

These are thought to be components that discouraged Southern manufacturing in its early 

existence. The Embargo Act of 1807 was the first major stimulus to manufacturing, and at this 

point textile manufacturers from the North began to migrate south (Bateman and Weiss, 8). 

Although there were various newspaper ads and meetings used to encourage the expansion of 

industrialization, only textile manufacturing prevailed in the South. While Southern industrialism 

expanded marginally, the majority of manufacturing there served either local areas or provided 

for self-sufficiency. Many historians and economists have developed hypotheses as to why the 

South never industrialized to the extent that other regions in the U.S. did.  

 The ‘Comparative Advantage Hypothesis’ claims that the South chose not to expand its 

manufacturing industry because it had a comparative advantage in agriculture rather than in 

manufacturing (Bateman and Weiss, 27). This hypothesis is mostly derived from the economic 

conditions of the antebellum South and is most recently supported by Fogel and Engerman.  

 Bateman and Weiss hold that this belief depends mainly on estimates of profitability in 

slavery and slave-based agriculture. However, I believe that southerners could very well have 

had the mentality that there was no need to invest in manufacturing if they were doing well in the 
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cotton industry. Data indicates that the manufacturing industry did quite well at this time (returns 

were as much as three times as planting and agricultural returns), and it is possible that even if 

their comparative advantage in agriculture was not superior, southerners simply failed to 

recognize opportunity in manufacturing investment. 

 It is most likely that the unwillingness of planters to transfer their investments from 

agriculture to manufacturing significantly affected the South’s ability to industrialize. The South 

invested very minimally and slowly in manufacturing, and agricultural stock continued to expand 

more than manufacturing capital. The South did not experience a true transition from an 

agricultural region to an industrial region for a very long time. While the exact reason why 

southerners did not invest in manufacturing is not clear, only 6% of planters owned 

manufacturing ventures, and small farm owners had even less invested in manufacturing. 

Realizing their power in the agricultural industry, the planter class may have raised legal 

and social barriers to prevent manufacturers from gaining political power. In addition to wanting 

to maintain this comparative advantage, the planter class may have raised these barriers because 

manufacturing was incompatible with the southern lifestyle. The expansion of a manufacturing 

industry would have required such things as non-agricultural slavery, a more extensive public 

education system, an inflow of free white immigrants, labor unionism, urbanization, and the 

creation of an industrial middle class. These changes may not have been to the liking of the 

wealthy, politically powerful planter class. 

 Although the comparative advantage hypothesis is feasible, upon more examination legal 

opposition to manufacturing was unlikely to have had a significant impact on industrialization in 

the South (Bateman and Weiss, 29). Legal action was usually pro-agriculture as opposed to anti-

industrialism, and such barriers were not pervasive or widespread enough to have had such a 
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large impact on industry. However, these barriers may have prevented the growth of 

manufacturing in the South to some extent.  

 The ‘Slavery as an Obstacle to Industrialization Hypothesis’ can be broken down into 5 

micro hypotheses. The first holds that because Southern companies were mainly investing in 

slaves, they did not have enough money for other capital. The second holds that slaves were 

incapable of performing the highly skilled jobs required by manufacturing industries. The third 

claims that slavery degraded the act of labor and thus discouraged whites from becoming 

laborers. The fourth holds that the institution of slavery discouraged necessary immigrants from 

immigrating to the South. The fifth micro hypothesis claims that whites were fearful of the 

possibility of a slave uprising caused by the urbanization of slave labor (Bateman and Weiss, 

30).   

 The extent to which slavery affected industrialization in the South is unknown and thus it 

is feasible that slavery was the reason for the South’s lack of industrialism. However, some 

aspects of the five micro hypotheses held within this hypothesis are debatable. Capital and labor 

markets in the South operated fairly well during the antebellum period, and thus it seems 

unlikely that slavery had a large impact on capital accumulation.  With regard to the idea that 

slaves were unable to perform skilled tasks, there is evidence that slaves performed highly 

skilled manufacturing jobs very well (Bateman and Weiss, 31). However, the belief that slaves 

would not be able to perform these jobs well enough to create a well-functioning labor force may 

have prevented the growth of industry to some extent.  

 The effect of slavery on Caucasian workers’ perspective of labor is not clear. However, it 

is certain that integrated labor forces and Caucasian laborers existed in the antebellum South, and 

thus that not all white men were so deeply affected by the implications of slavery that they 
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refused to be laborers. The institution of slavery may have prevented some immigrants from 

coming to the South for reasons such as lack of economic opportunity, heightened racism, or 

conflicting morals, this claim is supported enough by data to widely be considered true. 

However, it is not clear that slavery alone deterred immigration, as many aspects of southern 

society (such as free black laborers, malaria outbreaks, and shipping routes) and economics 

could have deterred immigration. Seeing as how there were many potential laborers in the South 

already, it is not likely that large influxes of immigration were needed for a prosperous southern 

manufacturing sector. 

Although Bateman and Weiss do not believe that urban slaves would have been more 

likely to rebel than rural slaves, I find this point to hold some validity. Urbanization would have 

allowed slaves to work in closer proximity with each other, thus allowing them to make concrete 

plans and easily gather large numbers of people for a revolt. However, I do not believe that the 

fear of slave revolts alone would have deterred southern Caucasian businessmen from 

industrializing due to the fact that they were not deterred from agriculture despite the fact that 

slaves were also capable of rebelling in agricultural settings.  

 The ‘Entrepreneurial Inability Hypothesis’ claims that southerners were incapable and/or 

unwilling to participate in the business aspects of industrialism (Bateman and Weiss, 35). Those 

who support this hypothesis claim that southerners depended on the North to do many things 

such as market their products, secure credit, and handle certain business affairs. While it is not 

likely that lack of southern entrepreneurial ability was the sole reason for the lack of 

industrialism in the South, it could have affected the market to some extent (Bateman and Weiss, 

37). It is clear that many planters were capable of running successful plantations, and that some 

southern cities ran successful commercial communities.  
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 Another hypothesis used to explain the lack of industrialism in the antebellum South 

holds that information costs discouraged southerners from investing in manufacturing. 

Information costs consist of the accumulation of relevant data and the evaluation of that data. 

Clearly, higher information costs result in lower net yield for a producer. If information costs in 

the manufacturing industry were too high, investors might have taken their money elsewhere. 

However, according to Bateman and Weiss, planters would have had easy access to this 

information at little or no cost. Published data was wide spread and conventions were held to 

encourage industrialization. It appears that information costs were low in the manufacturing 

industry, and that the problem may have existed in the fact that investors failed to critically 

evaluate the information or believed that they could not achieve the returns shown by such 

information.  

 A probable cause for the lack of industrialization in the South was southerners’ adversity 

to risk. Southerners trusted and valued a risk-adjusted rate of return, which was more easily 

calculated for agriculture than for newer industries such as manufacturing. Southerners might 

have chose to take risks with agriculture over manufacturing because of their unfamiliarity with 

it. It is difficult to say what perceptions southerners held about the risk of manufacturing. 

However, it is clear that southerners did not invest nearly as much in manufacturing as they did 

in other industries. 

 The ‘Limited Market Size Hypothesis’ claims that southern industrial development was 

constrained by the limited market size of the South (Bateman and Weiss, 37). More specifically, 

it claims that the South was unable to optimally produce because it lacked large, efficient, and 

cheap producers. There are three versions of this hypothesis.  
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The first version claims that the small size of the southern market disabled the South 

from producing enough output to compete with the North. Bateman and Weiss dismiss this 

version because, while the industrial sector consisted largely of small-scale producers, its 

average output was only slightly lower than typical western firms. However, southern producers 

typically earned much less than those in the West.  

The second version of this hypothesis holds that the size of southern manufacturing 

markets resulted in low levels of external economies for manufacturing firms. Thus, 

manufacturing firms in the South did not benefit from externalities that provide for prosperity 

and growth. While the average output of southern manufacturing firms was half the value of 

mid-Atlantic manufacturing firms and one-third the value of New England firms, the size of 

southern firms was not much different from those in other regions. While southern firms did not 

benefit from the existence of external economies, it is not clear that this was the result of the 

aggregate size of the manufacturing market. Bateman and Weiss believe this to be the most 

probable version of the hypothesis; however, it is difficult to find evidence that proves that it is 

true.  

The third version of this hypothesis is that the southern firm size distribution was too 

small to permit a successful industrial economy. Lack of demand for goods produced by larger 

manufacturing firms led to lack of business, education, and machines, which are necessary for 

entrepreneurial development. The data used to support this theory consists of averages calculated 

from the public census, and therefore is not entirely reliable. Contradictory to this hypothesis is 

the fact that the “gap between West and South is considerably less than indicated by the 

published summary data” (Bateman and Weiss, 65). While the South and the West had almost 
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the same ability to develop mid-sized manufacturing firms, the wider variety of industry in the 

West may have provided for a better business culture.  

 It is also possible that southern industrial backwardness was caused by an inadequacy of 

resources. Eleven dollars per capita was invested in manufacturing in the South, as where 

approximately 33 dollars per capita was invested in manufacturing throughout the rest of the 

nation. Most regions in the South remained isolated, which resulted in stagnant capital. In 

addition to this, the South had higher interest rates than did other regions, which may have 

deterred manufacturing firms from borrowing and investing in the southern industrial economy. 

The inadequacy of the South’s domestic resources is a serious consideration with regard to the 

South’s lack of industrialism.  

 There are two beliefs regarding capital constraints in the South. The first is that slavery 

limited the accumulation of capital because money was spent on slaves rather than on other 

capital goods. Bateman and Weiss show that slave transactions may have actually created a flow 

of capital. The second belief is that “capital was misallocated” (Bateman and Weiss, 75) because 

the banking system focused on supporting agriculture and thus did not expand rapidly. This 

discouraged the system from focusing on economic stimulation. It is possible that either the 

banking system did not realize the returns that could come from manufacturing investments, or 

that industrialists did not borrow from banks. 

 Labor constraints could also have served as a problem for southern industrialization. 

However, there were many more potential employees than were demanded by the industrial 

sector. In this regard, there were no labor constraints. More commonly, problems associated with 

labor regarded slaves. There is evidence that slaves were able to perform skilled tasks and that 

some slave owners were willing to allow their slaves to do industrial work. There is also 



	   13	  

evidence that the use of slaves as manufacturing workers would not have deterred white men 

from entering the industrial labor force. Moreover, the relationship between white laborers’ 

desire to work in the industrial sector and slave involvement in manufacturing is irrelevant. With 

capable slaves working in manufacturing, the sector would not have needed white men as 

laborers. On the other hand, if slaves were not employed by manufactures, no stigma would exist 

to deter white men from working in the industrial sector.  

 By assessing the success of the investment of slaves for manufacturing by the rate of 

return the asset yielded, Bateman and Weiss conclude that slaves would have made it possible to 

expand the manufacturing sector. While there is evidence that slaves could perform skilled 

manufacturing jobs, it is possible that slave owners did not believe they could and thus did not 

attempt to give them such jobs. Plantations did require at least some industrial work, much of 

which slaves did. According to data, only about 6-7% of the total slave force held industrial 

occupations.  

 With regard to my analysis of the BAWI program, it is important to explore the causes of 

southern backwardness dating back to the pre-Civil War era. Upon analyzing the South’s lack of 

industrialism before the Civil War, it becomes apparent that the region’s resistance to moving 

from an agrarian society to an industrialized society was rooted deeply within its soil. The 

conclusion that industrialism faced many barriers this far back in history indicates substantial 

measurements were required to industrialize the South. The necessity for these measurements 

explains the desire for industrial bond programs such as BAWI, a program that proponents 

believed was crucial for Mississippi’s transformation into an industrial society.   
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2.2 The Post-Antebellum Era 

 Southern economy and society began to change rapidly after the Civil War. While change 

did not always necessitate improvement, the South experienced new growth and loss throughout 

the entire region. In Old South New South, Gavin Wright explains why the southern economy 

changed so quickly and drastically after the Civil War. The South’s geography, history, poverty, 

and industrial backwardness played a large role in its rapid and drastic economic transition.  

 The South was and is the region richest in natural resources. However, the fact that it 

faces the sea on two sides resulted in disunity among the region. While the South was very rich 

in natural resources, the demand for, knowledge of, and existing markets for these resources was 

small throughout the region and the country. The small number of existing markets resulted from 

the lack of communication and awareness about the resources. Although it is highly debated, one 

existing view holds that such “resources and soil have ‘quality’ and acquire value only in a social 

context.” (Wright, 5) I agree with this view due to the fact that any resource is unable to hold 

much value if nobody has any interest in or knowledge of such resources. Stated more simply, 

resources are only valuable when they are utilized.  

 Although Wright takes the South’s geography into consideration, he claims that it was the 

old South’s history that caused its backwardness and poverty (Wright, 6). Wright claims that it is 

too difficult to define southern people and thus that it is too difficult to measure the southern 

economy by the prosperity of its people. The differences that existed in the South were most 

directly a result of the separateness of the southern labor market from the rest of the country 

(Wright, 8). One significant cause of this separateness was the institution of slavery. Slavery 

affected natural migration tendencies and created a cultural division between the South and other 

regions in the U.S. Varying migration tendencies and cultural division continued to increase as 
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time went on. Due to these effects of slavery, factor-price equalization did not work between the 

North and the South, possibly inhibiting its economy even further (Wright, 9-10). Although the 

South became more aligned with other U.S. regions after it was abolished, Slavery left a lasting 

impression that affected the South’s economy and society long after the Civil War.  

 Slavery, which led southern and northern economies to develop in drastically different 

ways, created a separation that took the longest to overcome (Wright, 11). The South moved 

closer to the mainstream U.S. after the Civil War, when landlords became more closely tied with 

localities and developed the desire for cheap labor. However, the South continued to remain 

isolated from national and international labor markets because of the existing separation and the 

fact that the South was a low-wage region in a high-wage country. Low wages, economic 

structure, and lack of technology might all have contributed to southern backwardness and 

poverty.  Low wages are believed to be the cause of southern industrial backwardness. In 

addition to this, the lack of good education in the South resulted in the lack of a technologically 

advanced community. Southern leaders were hesitant to improve education because they feared 

that highly educated residents would migrate out of the region. Thus, Southern education and 

technological advancement remained stagnant.  

The wealth that slave-owners invested in their slaves also contributed to Southern 

backwardness. As evidenced by high land turnover and little land investment, slave-owners 

valued their slaves over their land, and slaves accounted for approximately 2/3 of their wealth. 

The Capital Absorption hypothesis suggests that no resources from slave transfers were absorbed 

into the economy because slaves were human capital and were only transferred from one owner 

to another. Capitalization of labor thus resulted in reduced savings (those things done to increase 

land value) in the economy (Wright, 20).  
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 The sparse attachment slave-owners had to their land is evident in many ways. Due to the 

fact that slave transfers were mostly local, lower-level government officials were not able to 

internalize the benefits of railroads and canals. This, as well as the geographical features of the 

South, resulted in the region having significantly less canal and railroad mileage than the North. 

The existence of only a few large cities and sparse towns also demonstrate the effects of slave-

owner’s lack of investment in their land. Such lack of attachment and money investment led to 

high geographic turnover (Wright, 25). 

 In the pre-antebellum South, many of the region’s valuable and abundant mineral 

resources went unnoticed because slave owners had little incentive to increase the value of their 

land (Wright, 28). In addition to this, slave activity resulted in some of the worst soil erosion in 

Southern history (Wright, 31). Slave owners were not only refusing to invest in their land, they 

were decreasing its value. In addition to these things, slavery was an impediment to population 

growth and thus to southern development, which heavily debilitated the South before, during, 

and after the Civil War.  

 After emancipation, previous slave owners became landlords and set out to increase the 

value of their land. For the first time, they began to invest in railroads, towns, and factories 

(Wright, 34). The ratio of labor to land increased, largely due to the fact that cotton agriculture, 

which requires a lot of effort, increased in the South after the war (Wright, 37). Slowly, changes 

in property rights and the interest in land value and investment led to an increase in cash crops. 

Right after the war, entrepreneurial interests and the railroads and other commodities that 

resulted from them remained local and from local sources (Wright, 39).  

Beginning in the 1860s, manufacturing developments in the South increased 

substantially. Industries such as cotton manufacturing goods, the fertilizer industry, and the coal 
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and iron industries were particularly successful. A sense of community began to develop as 

people became more invested in land value and manufacturing. For example, towns used mills as 

collective enterprises and improved local markets (Wright, 44). In addition to this, the end of 

slavery encouraged an increase in poor white labor because farm owners could no longer rely on 

slaves and did not want to hire African American workers. While wages were still low, I believe 

that this improved southern poverty to some degree.  

 The new interest in land values continued to improve the southern economy. 

Industrialization resulted from people’s attempts to increase land value in an area of the South. 

While most attempts proved unsuccessful, they resulted in more people moving to the South and 

the creation of a major industrial complex. One example of a successful attempt to increase land 

value in the South was the production of local fertilizers, which began in the 1870s. These 

fertilizers, which required close access to fuel and raw materials, were rich enough to affect 

world and national trade (Wright, 45). However, although the South progressed after the Civil 

War, the fact that it emerged as a low wage region in a high wage country continued to affect it.  

 According to Wright, southern backwardness was mainly a result of the South’s 

inadequate regional market (Wright, 52). The absence of a strong and prosperous regional 

market kept wages, investment in education, technological advancement, etc., very low. Due to 

the lack of technology and the dependence on the cotton industry, the richness or poorness of the 

South relied largely on how well cotton grew that year (Wright, 60). 

 The isolation experienced by the southern labor and regional markets was one cause of 

the South’s backwardness. The lack of inflow of outside capital was the result of such isolation 

and the fact that southern industrial growth was not fast enough for the growing regional 

population (Wright, 62). Thus, the separation established in the antebellum era between the 
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South and the rest of the country led to lasting southern isolation that continued to affect its 

economy for many decades following emancipation. The Federal Farm programs and other 

policies implemented between 1930 and 1950 led to the final disappearance of the plantation 

society and then facilitated changes in the political economy (Wright, 15). These programs 

opened the South to outside resources of labor and money and transformed the South into what it 

is today. 

 The analysis of the South after the Civil War indicates that its societal norms, lower 

wages, and agrarian society continued to alienate it from the rest of the country. The perceived 

backwardness of the South by other regions in the U.S. led it to continue to produce and 

consume locally and to remain untransformed in many ways. When the South decided to 

industrialize after WWII, it did not look to other regions of the country for help. As a result of 

the long established disconnect between these regions, the South looked to the Federal 

Government to enact programs such as BAWI.  

2.3 The Effects of WWI and WWII 

 All-time high production wages and a high turnover labor market caused southern 

economic life to be tumultuous during WWI (Wright, 198). The state of the South at this time 

created lasting changes such as the migration of African Americans from the South to the North. 

Although wages were at an all-time high, the jobs that offered these wages were not open to 

African Americans, who were mostly found in low wage iron and steel jobs in the South. This 

was mostly because higher-level occupations were not open to African Americans, who were 

mostly found at the bottom of the occupation ladder. In the North, African Americans were 

found in iron, steel, and coal, which were high wage jobs. While this large influx of migration 
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had many effects on both the North and the South, it was not the cause of equilibrating labor 

flows. 

The separation between northern and southern labor markets was greater than ever after 

WWI (Wright, 199). In addition to the lasting separation that resulted from the plantation class, 

slavery, and southern society, this separation was a result of southern representatives that worked 

hard to maintain the South’s isolation. Due to the fact that they spent more effort to maintain this 

isolation than to obtain federal money, the South received the least amount of money from New 

Deal programs than did any other region. While the rest of the U.S. may not have been more 

closely tied to Europe than it was to the South, it was still more isolated than any other region in 

the U.S.  

Ultimately, however, southern representatives failed to maintain the isolation surrounding 

the southern labor market due to the Federal Government’s action. The New Deal farm programs 

provided incentives that were able to undermine long standing plantations. In addition, federal 

labor policies increased base wages in the South, which disabled the spread of low wages for 

regional industry (Wright, 199). The actions of the Federal Government helped to prepared the 

South for rapid transformation.  

Although the Federal Government worked to solve the South’s economic problems, the 

lasting effects of outward migration proved to be a problem for the region. The large influx of 

African Americans to the North was a result of the opportunity for more meaningful, better 

paying jobs that resulted from the demands of WWI. Whites also earned low wages in the South, 

which resulted in more whites than African Americans migrating north. This migration led to the 

beginning of a national labor market for the South after the war. Despite the decreased amount of 

available labor, real farm and lumber wages declined in the South (Wright, 203). This contrasted 
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with the northern industrial wage, which rose as southern wages fell. The disruption of the cotton 

market and several devastating floods led to the increase of southern refugees after WWI. Thus, 

before WWI southerners migrated north for definite incentives before the war, and after 1920 

they were pushed out by the constraints they faced in the South (Wright, 206). Nonetheless, 

migration out of the South and to the North continued.  

The South continued to face other labor and wage issues after WWI. In the 1920s, in 

response to labor shortages, southern industries began to have their employees work at night. 

This allowed them to hire more skilled laborers during the day and hire less valuable laborers at 

lower pay to work during the night. Night-workers agreed to work nights at low wage levels 

because they were the only jobs available. The North viewed this shift as cheap labor 

competition from the South, and the South believed that night-work was the cause of 

overproduction (Wright, 208). 

The problems caused by night-work, severe deflation, and the general effects of The 

Great Depression led to the National Industrial Recovery Act (NIRA) in 1933, which established 

the National Recovery Administration (NRA). The NRA worked better in the South because it 

had more of an effect on low-wage industries (Wright, 216). When the NRA eventually 

dissolved, most industries did not retreat to lower wages and poorer working conditions. 

Although most southern industries were not unionized, there was a strong federal presence due to 

the fact that the government focused heavily on improving conditions in the South (Wright, 219).  

The New Deal administration was set on raising wage levels in the South for various 

reasons. In addition to their belief that higher wages would lead to better living conditions, they 

continued to be concerned about the South’s cheap labor competition. Overall, they held the 

belief that there was no reason for wage levels to vary between regions. The depression of the 
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New England textile industry allowed the administration to put more efforts into raising the wage 

levels of the southern textile industry. However, these efforts did not always work in favor of 

laborers. Some industries responded to government efforts by replacing workers with machines, 

leaving many labors jobless and without any wage at all. (Wright, 224) 

Other government programs led industries to try to work around new regulations. In 

response to high sharecropper turnover resulting from the lack of new tenancies, the Soil 

Conservation and Domestic Allotment Act tried to lessen displacement by requiring that tenants 

and croppers hold a share of the land they worked on and received their checks directly in 1934 

(Wright, 232). Although the requirement was routinely violated, as this regulation began to take 

effect, landowners’ shares were slowly reduced. However, the increased tenant status that 

resulted from this legislation led planters to move the wage-labor system more quickly, causing 

displacement rates to increase. 

The South truly began to develop and change around the time of WWII (Wright, 239). 

The South was less affected by the Great Depression and more stimulated by the Federal 

Government than the North was. In addition to this, in the 1940s the South began a new, 

aggressive campaign for a fair cut of military spending. Simultaneously, there was an increased 

availability of low-wage jobs and a more enthusiastic interest in bringing outside money into the 

South (Wright, 240). The increasing development between WWII and the 1960s helped to 

transform the South into what it is today.  

Throughout the 1940s, cotton-picking machines faced many operational, adaptation, and 

cost problems (Wright, 242). The pressures that stemmed from labor shortage in the 1940s 

finally led International Harvester to develop the first commercially successful cotton picker 

(Wright, 242). The South experienced a rush for mechanization to fill the existing labor shortage, 
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and in the 1950s this mechanization created a surplus where a shortage had formally existed. 

However, big planters were able to mechanize faster than small farmers, who continued to fear 

the loss of labor that occurred as a result of migration to the North. In response to this, 

southerners increased the quality of education for blacks even though segregation persisted 

(Wright, 248).  

Between 1940 and 1960, the government began to employ devices to bring industry into 

the South (Wright, 257). This occurred subsequently after efforts to reduce the difference in 

regional wage levels and after the true mechanization of plantations. One of these devices was 

Mississippi’s Balance Agriculture with Industry program, which gave municipal industrial 

development bonds for “plant construction that would then be leased to private firms.” (Wright, 

258) However, segregation deterred plants from settling in certain southern cities and towns and 

made hiring practices more difficult. (Wright, 266) The continuing separation in these 

communities prevented them from having all of the components necessary to foster great 

industrial prosperity and growth (Wright, 273).  

2.4 Mississippi and BAWI 

 As a southern state that lacked even more of a balance between manufacturing and 

agriculture than the rest of the South, Mississippi needed a way to bring industry into the state 

(Cobb, 7). Officials created the Balance Agriculture With Industry program to make it easier and 

less costly for industry to move to the state. BAWI was primarily a program of industrial 

subsidization that increased the local government’s involvement in industrial development. 

However, it took time for the program to fully develop. 

 In 1936 Hugh Lawson White, the governor of Mississippi, called for an act to use taxes to 

issue bonds and supply the property that industries would need to move to the state. Although 
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there were objections from low-tax proponents, White argued that the act would lower taxes in 

the long run, and in 1936 lawmakers approved $100,000 for this purpose. As it was illegal to use 

bonds for the subsidization of private works at that time, the issuance of the bonds that White 

wanted was difficult to secure. However, the Mississippi Supreme Court decided that the 

decision over the distribution of these bonds should be left up to the state on the grounds that 

employment was best for the welfare of the people. In September 1936, Governor White 

presented the Mississippi Industrial Act after arguing that it was the only way that the state could 

continue to support its people.  

 The industrial development that the BAWI program created was still centered on low 

wage and labor-intensive industries. There is also speculation that the program attracted many 

small to medium-sized firms that had little capital and that would have otherwise been unable to 

get the low-interest loans they needed to operate. As a result of the increased interstate 

competition for new industry after WWII that resulted from the BAWI program, other southern 

and non-southern states legalized similar industrial bonding programs. In essence, BAWI 

became a popular bandwagon on which many states jumped. 

 A city/state’s ability to get a new plant became so competitive that a plant of any size was 

considered a prize. State governors began to make sales calls and trips to convince executives to 

move to their state, wining and dining them in the process. Local development teams, made up of 

various people from the legal, insurance, banking, and journalism fields, brainstormed ways to 

lure manufacturers into their states. The members of these teams were aggressive about securing 

new firms because they believed that industrial growth would increase demand for their own 

products. They commonly tried to get company officials to visit their state so that they would be 

convinced of the state’s willingness to provide them with whatever they needed to locate there. 
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Many of the promises made to these firms came at the expense of the laborers, such as when 

firms were permitted to pay lower wages if they redefined their job classifications. Every city 

advertised low taxes, cooperative government, and abundant labor (Cobb, 91). The hefty sum 

that was spent on advertising used to attract industry to the South continued to increase with the 

increase of interstate competition. 

 Industrialists received many benefits from these popular industrial bonding programs. 

Firms’ interest income on municipal bonds was exempt from federal taxation, and industry had 

the ability to deduct rental payments from federal taxes as an operating expense. In addition to 

this, plants were usually exempt from all state and ad valorem taxes. Firms’ ability to escape 

these taxes saved them money and allowed them to make steeper profits than they otherwise 

might have. As intended, the cities that issued these bonds to industry also benefitted. As a result 

of the Federal Government’s decision not to collect revenue on the interest paid by municipal 

bonds, local taxpayers paid minimal direct expenses and were able to save a great sum of money.  

 The introduction of the BAWI program led Mississippi and other states with similar 

programs to approve many more industrial bonds than they had before these programs were 

instilled. While the firms and cities involved in these programs claimed that they benefitted from 

the approval of these industrial bonds, increasing reliance on the bonds evoked criticism. In 

December 1951, the Investment Bankers of America became vocal about the dangers of this kind 

of bond investment. The FDIC also took action against industrial bonding programs. The actions 

of both of these groups discouraged bidders and began steadfast controversy that surrounded the 

use of municipal bonds in the South. In addition to concern about the economic effect that would 

result from the approval of so many industrial bonds, other regions complained that industrial 
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bonding programs gave the South an unfair advantage because the firms in the South that 

received bonds were able to sell their products for much less than their northern counterparts.  

 Conservative opponents of these programs argued that they were a threat to free-

enterprise capitalism because they allowed public credit to come into competition with private 

capital. Historically, this kind of subsidization had led to financial chaos and increased 

government regulation. There was also concern that the small towns and communities that 

provided these subsidies did not have enough money or manpower to provide the public 

resources that industrial growth required.  

 Industrial Bonding Programs also had negative effects on established manufacturers and 

laborers. Previously established local manufacturers felt that new manufacturers were more 

appreciated than they were because of the special treatment and benefits they received. Industrial 

bonding programs also weakened labor union power significantly. While labor unions in the 

South were already less prevalent than in the North, these programs further decreased their 

existence and bargaining power. Labor leaders believed that industrial bonding programs 

“foddered runaway industry by encouraging migration to low-wage, nonunion areas, mainly in 

the South.” (Cobb, 41) Southern laborers facing unemployment were willing to accept the 

demanding, low-paying jobs offered by these subsidized manufacturers. 

 There were many unsuccessful attempts to prohibit industrial bonding programs and their 

actions. In 1969, years after President Kennedy voiced his concern that industrial benefactors 

would eventually leave cities in the dust to find a better bargain, Congress placed a limit on 

industrial development bond issues larger than five million dollars. Those that exceeded five 

million were subjected to taxes, resulting in the total value of industrial issues to fall from $639.8 

million to under $8 million in one year. Nonetheless, industry in the South continued to increase. 
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 As industry increased in the South, the region began a rapid transformation. The South’s 

long-term commitment to conservative government, low taxes, and pro-management labor 

policies made it a good candidate for rapid self-sustaining growth after WWII (Cobb, 179). The 

stimulus and new innovations that resulted from WWII might have served as the final push 

needed to begin the South’s transformation. Lower living costs, a more relaxed lifestyle, and a 

bearable winter began to attract many Americans to the region. The South’s transformation 

arguably began in Florida, where more executives relocated because of the anticipated market 

growth and the more sophisticated conservatism that the state operated on. Soon the country 

began to see the South’s charming qualities.  

 Before Vietnam, the country cast a look downward on the south because of its 

involvement with civil war and racism. After the country’s defeat in Vietnam and the occurrence 

of the Watergate scandal, at a time when the nation’s national pride and idealism were 

compromised, southern spokesmen spoke with confident purposefulness that instilled hope in the 

American people. The Nation soon came to admire Jimmy Carter, who was said to represent 

everything good about the South, and elected him president. Positive news articles about the 

reinvented South, along with the increased popularity of country music, helped to transform the 

South’s image.  

 The Northeast, Mid-Atlantic, and Industrial Midwest became considered the “Old 

Manufacturing Belt” as new investment moved to the Sunbelt. The region’s biggest surge of 

industrial growth happened in the mid-60s, as “enough industries moved to the South to serve the 

relatively affluent and rapidly expanding Florida consumer market.” (Cobb, 187) Many of the 

South’s features attracted an increasing amount of residents and industry.  
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 The population growth and expanding industrial base were good signs for the South. In 

the early 1970s, almost every industry grew faster in the South than it did in the nation as a 

whole (Cobb, 188). As a result, incomes increased significantly and foreign industry chose to 

locate in the South, creating a new market that revitalized Southern towns and the region’s 

economy.  

 While the emergence of the Sunbelt was rapid and powerful, it is not clear what truly sold 

the South to industry executives. Was the effort by state officials (including the high amount of 

industrial subsidies) necessary for South’s transformation? In a study published in 1949 by the 

National Planning Association, 45% of manufacturing executives indicated that they had located 

to the South because of its expanding markets (Cobb, 210). Other firms were attracted to the 

South because of its raw materials and natural resources, cheap labor, low taxes, and cooperative 

state and local governments (Cobb, 227). While the subsidies employed by industrial bonding 

programs were certainly lucrative, it is unclear whether or not industry would have moved to the 

South at the same rate had they not existed.  

 The effect that BAWI had on industrial growth in Mississippi is largely unknown. 

Although Governor White and other BAWI proponents claimed that it significantly increased the 

percent of industrial establishments in the state, the rate of industrial growth in counties that 

received treatment from this program have never been compared with the industrial growth of 

counties that did not receive treatment.  

 The rate at which industrial growth occurred in Mississippi from 1935 to 1958 could have 

been the result of various factors. Although industrial bonding programs such as BAWI are often 

credited for this growth rate, it could have been due to companies’ desire to locate in a rapidly 

growing market, the quantity of cheap labor in the South, or a number of other things. It is 
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important to find out whether or not BAWI was truly the cause of the industrial growth in 

Mississippi during this period because so much money was spent on the program. By comparing 

the industrial growth rate of counties in Mississippi that did receive treatment from BAWI with 

the industrial growth rate of counties that did not receive treatment, we can get a better idea of 

whether or not this industrial bonding program was truly worth the government spending that 

was used to run it.  

3 Empirical Specification 

The empirical analysis quantifies the industrial growth that resulted from the BAWI program in 

nine different industrial sectors in Mississippi from 1935 to 1958.  

Υct  =  θc  +  θt  +  βBAWIc  ×  Postt  +  ℇct   

In the regression used in this analysis, Yct represents the number of establishments in a specific 

county (c) in a specific year (t). In this analysis, we examine 83 different counties in Mississippi, 

and thus ‘c’ represents a number (1, …83) that describes a specific county in Mississippi. In the 

first regression that I ran there is data for 83 counties in the years 1935, 1939, 1947, 1954, and 

1958, and in this regression ‘t’ represents a specific year (1935, …1958). In the second 

regression that I ran, I restricted the years to 1935, 1939, and 1947. Due to the fact Mississippi 

expanded the BAWI program to other counties after 1940 and I did not have data on this, the 

years were restricted in the second regression as a way to ensure that the comparison between the 

counties that were and were not treated was more accurate.  

In this regression, we control for factors besides the BAWI treatment that might have 

affected the rate of industrialization in the 83 counties that we tested in Mississippi. In our 

regression, ‘θc’ and ‘θt’ are the control variables. ‘θc’ controls for those unchanging qualities of 
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a county. It is important to control for the unchanging qualities of a county to account for what 

was already there before the implementation of the BAWI program. Controlling for these 

variables allows us to make the existing qualities of the counties as similar to one other as 

possible. ‘θt’ is a set of year dummies that control for shocks to all the counties in the same year, 

like policy change, weather shocks, and national changes like wars. It is important to control for 

these changing qualities so that they do not affect our results regarding the effect of BAWI on 

industrial growth in Mississippi. ‘εct’ represents unmeasured factors that vary across counties 

and time (such as weather). Unfortunately we cannot control for these things because we do not 

have enough information to do so.  

 The goal of this regression is to determine the effect that BAWI had on industrial growth 

in Mississippi. In order to do this, we compare the industrial growth in counties that received 

treatments from BAWI with the industrial growth in the counties in Mississippi that did not 

receive treatment from BAWI. Thus, the control in this analysis is those counties in Mississippi 

that did not receive treatment from BAWI. As stated above, we also controlled for the possibility 

that pre-existing conditions in these counties have affected the results. In this analysis we are 

testing the growth of industries in nine different groups, g = (1, …9): 

1) Other (food, paper, printing, rubber, leather, and miscellaneous goods) 

2) Textiles 

3) Forest products 

4) Chemicals 

5) Petroleum and coal products 

6) Stone, clay, and glass products 

7) Metals 
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8) Machinery 

9) Transportation equipment 

‘βBAWIc’ averages the differences between the industrial growth in counties that were not 

treated by BAWI and the industrial growth in counties that were treated by BAWI. The 

regression measures the industrial growth in counties that did not receive treatment from the time 

before BAWI was implemented until after the program was implemented. It measures the 

industrial growth in counties from the time before BAWI was implemented until after the 

program was implemented. The industrial growth of treated counties is then subtracted from the 

industrial growth in untreated counties, and the result is averaged in β.  

4 Results 

 The data used in my analysis of the BAWI program are county-level data from the U.S. 

Census of Manufactures and state industrial directories as well as detailed data on the location of 

all BAWI establishments. This data are used to run regressions that average industrial growth in 

9 different industrial sectors in counties that were treated with the BAWI programs and counties 

that were not treated. The growth of industry in non-treated counties is compared with the 

growth of industry in treated counties. The purpose of doing this was to try and determine the 

effect that BAWI had on industrial growth in Mississippi.  

In addition to running a regression that compared growth rates from 1935 to 1938, I ran a 

restricted regression that compared growth rates from 1935 to 1947. After the 1940s, Mississippi 

began to expand BAWI to other counties. By restricting the years to 1935, 1939, and 1947 in the 

second regression, I ensured that the comparison between counties that were and were not treated 

by the BAWI program was more accurate. 
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Group N (# Observations 
Used) 

Percentage Increase 
in Industry Growth 
in Counties Treated 

with Policy 

P-Value 

Other (1) 415 13.5% .129 
Textiles (2) 415 45.5% .12 

Forest Products (3) 415 15.3% .16 
Chemicals (4) 415 10.1% .124 

Petroleum and Coal 
Products (5) 

415 9.2% .46 

Stone, Clay, and 
Glass Products (6) 

415 45.9% .101 

Metals (7) 415 29% .115 
Machinery (8) 415 10.3% .099 
Transportation 
Equipment (9) 

415 20.3% .12 

Notes: Column 2 shows the number of observations that was used from each sector from 5 years 
from 1935 to 1958. Column 3 shows the growth rate in each of these sectors from 1935 to 1958. 
Column 4 demonstrates the statistical significance of the effect of BAWI on the industrial growth 
rate of each of these sectors. The “other” group in the first row includes food, paper, printing, 
rubber, leather, and miscellaneous goods.   
 
 The first regression I ran compared industrial growth in Mississippi from 1935 to 1958, 

in the years 1935, 1939, 1947, 1954, and 1958. The regression tracked the growth of nine 

different industrial sectors in 83 counties from the year before BAWI was established (1935) 

until after it was established (1958) in both counties that were and were not treated by BAWI in 

order to compare the effect that the program had on industrial growth in those counties.  

 From the results of the regression, it was apparent that the largest increases in industrial 

growth in the counties that were treated by BAWI were in stone, clay, and glass products and 

textiles, followed by metals, transportation equipment, other products, machinery, chemicals, and 

petroleum and coal products. In order for the sector to be considered statistically significant, it 

had to have a p-value less than 15%.  

 The BAWI program’s effect on growth was significant in every industrial sector except 

for forest products. The most industrial growth occurred in the stone, clay, and glass products 
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sector. This could have been the result of this industry’s hesitance to move south without some 

kind of incentive. If this was the case, the fact that stone, clay, and glass product firms were 

increasing more in counties that had been treated by BAWI could be explained by the fact that 

firms in this sector only moved to Mississippi because they were compelled by the benefits of 

BAWI. The BAWI program was successful in increasing the growth of the stone, clay, and glass 

products sector in the state.  

 The textile sector experienced the second largest growth rate as a result of the BAWI 

program. Many of the factories that were subsidized by BAWI were in the textile sector because 

proponents knew that textile factories required a lot of laborers (including women) that would 

work for low wages. The south had a large supply of cheap labor and a population of women that 

were willing to join the work force. 

 The industrial sector that had the third highest growth rate was the metals sector. I believe 

that this industry grew much more in BAWI-treated counties than in untreated counties because 

the “salesmen” of BAWI wanted to increase metal manufacturing in Mississippi and thus 

targeted it. It is likely that metal manufacturing firms were compelled to locate to Mississippi in 

return for free factories and subsidies. In addition to this, labor was cheap in the South, and 

industrialists could negotiate with the proponents of BAWI to lower wages even further. Thus, 

the drastic cost reduction of locating in Mississippi under BAWI was most likely a lucrative 

venture for the metals sector. If Mississippi was trying hard to “sell” the state to the metals 

sector, there would have been little reason for it to locate in counties that were not treated by 

BAWI. Although the South had a market that was quickly expanding, as well as other attractive 

features, it would have been foolish for the sector to pass up such incentives in one county if they 

could receive them in another county 100 miles away.  
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 Every industrial sector except for one grew significantly from 1935 to 1958 as a result of 

treatment from the BAWI program. The fact that some sectors experienced more growth than 

others might have been a result of firm preferences, existing labor, or competition from other 

industrial bonding programs in different southern states. 

4.2 Restricted Sample 

Group N (# Observations 
Used) 

Percentage Increase 
in Industry Growth 
in Counties Treated 

with Policy 

P-Value 

Other (1) 249 4.7% .118 
Textiles (2) 249 39.5% .10 

Forest Products (3) 249 18.8% .161 
Chemicals (4) 249 7.9% .119 

Petroleum and Coal 
Products (5) 

249 .9% .02 

Stone, Clay, and 
Glass Products (6) 

249 38.4% .087 

Metals (7) 249 12.9% .079 
Machinery (8) 249 .8% .081 
Transportation 
Equipment (9) 

249 18.4% .093 

 
Notes: Column 2 shows the number of observations that was used from each sector from 3 years 
from 1935 to 1947. Column 3 shows the growth rate in each of these sectors from 1935 to 1947. 
Column 4 demonstrates the statistical significance of the effect of BAWI on the growth rate on 
each of these sectors. The “other” group in the first row includes food, paper, printing, rubber, 
leather, and miscellaneous goods.   
 

 Due to the fact that I do not have data that represents Mississippi’s expansion of the 

BAWI program after the 1940s, restricting the sample to 1935, 1939, and 1947 allowed me to 

ensure that the comparison between the industrial growth rates of the treated and untreated 

counties was more accurate.  

 Forest products remained marginally statistically insignificant. Unlike in the first sample, 

the textile sector had the most growth in the restricted sample. However, the stone, clay, and 
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glass products sector experienced the second largest growth, indicating that the results from the 

non-restricted and restricted samples were very similar.  

 The two most interesting differences between the results from the unrestricted sample and 

the results from the restricted sample were in the petroleum and coal products sector and the 

machinery sector. When the sample was restricted, the petroleum and coal products sector’s 

growth rate in treated counties decreased by more than 75%. This is most likely a result of the 

time restriction. Within this time period BAWI was still limited to certain counties and had not 

expanded as much as it did after the 1940s. In any case, it indicates that BAWI still had some 

effect on the growth of the metal industry in Mississippi.  

 When the sample was restricted, the machinery sector was also affected greatly. The 

growth in this sector dropped from 10.3% to .8%. Again, this seems to be a result of the fact that 

BAWI had not yet expanded to other counties in the restricted sample. It is possible that the 

restricted sample indicates the beginning of the manufacturing sector’s growth in Mississippi as 

a result of the BAWI program.  

 Most of the results from this analysis demonstrate that BAWI was at least marginally 

effective in it’s quest to industrialize Mississippi. In retrospect, it would have been more efficient 

to spend more money recruiting the industries that otherwise would not have come to the state so 

as to save money and diversify industrialization in the state. This conclusion can be applied to 

similar programs that are implemented in the U.S. today. By realizing the benefits of subsidizing 

certain industrial sectors over others, government money can be used more efficiently and cities 

and states will benefit more from industrial bonding programs.  
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5 Conclusion 

 Beginning in the 1930s, the South began implement industrial bonding programs to lure 

firms there and to transform the region from an agrarian society to an industrial society. In 1936, 

Mississippi implemented the Balance Agriculture With Industry Program, which spent millions 

of dollars in bonds to subsidize manufacturing firms in return for locating in the state. Until this 

point, the South was largely agrarian and thus had fewer firms, lower wages, and more 

unemployment than most of the United States.  In this paper, I compare the industrial growth in 

Mississippi counties that were not treated with the BAWI program to Mississippi counties that 

were treated with the BAWI program to determine the program’s effect on industrial growth in 

the state.  

 Overall, I found that the BAWI program had a significant effect on industrial growth in 

Mississippi. The program especially increased growth in the stone, clay, and glass products 

sector and the textiles sector. The results that came from my analysis suggest that industrial 

bonding programs were effective in their aim to increase industrialization in the South and that 

they were not a waste of government money and effort.  

 This information can be applied to similar programs that are implemented today. 

Although I found that industrial bonding programs are successful, the money used for them can 

be allocated more efficiently to attract more lucrative firms in sectors that will provide better 

wages and more economic stimulus in return for the subsidization that they receive.   
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