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Industry and Growth

Many states and local communities throughout the country are seeking
industrial development as a means of employing people and their resowrces
more productively. It is estimated that there are at least 14,000
organizations i the U. S. whose objective is to attract new industry and
to assist existing industry.
There is unemployment and a great deal of underemployment in most
North Carolina communities—in spite of the fact that 290,000 people
left the state during the past 10 years to seek employment.
The pressure for more and better jobs is expected to increase during the
1960’s because of a rapid inerease in population and continued develop-
ment of labor-saving techniques. It is estimated that 60,000 new
jobs per week, on the average, will be needed to employ the manpower of
the nation which will be available. These jobs cannot be found in agriculture
since fewer workers are required to produce agricultural products.
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Industrialization

® Numerous studies have been conducted to
determine the factors considered by industry
in deciding where to locate plant facilities.
Many of the factors found to be important
coinecide with a list compiled by the Depart-
ment of Conservation and Development in
North Carolina. They are as follows:

1. Supply and quality of labor.

2. Markets.

5. Freight and passenger transportation
facilities.

6. Industrial resources which include such
things as (a) raw materials, (b) research
facilities and (c) professional counseling
service.

7. Community attitude and characteris-
ties which include (a) doctors and hospitals,
(b) school system, (c¢) housing, (d) shop-
ping centers, (e) recreation facilities, (f)
climate and weather, (g) hotels and motels,
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North Carolina is favorably located with respect to consumer markets.

(h) attitude of established businessmen and
(i) special services.

Many of the factors considered by indus-
try cannot be changed by public action. For
example, the location of consumer markets
is a factor that is more or less beyond the
scope of community influence.

Fortunately, North Carolina is favorably
located with respect to some of the large
consuming centers. There are some factors
that can be improved. For example, the qual-
ity of labor can be increased through educa-
tion, including vocational training.

Such things as new roads and port facili-
ties may be constructed to provide adequate
transportation facilities. Research facilities
such as those provided by the Research Tri-
angle are examples of the type of changes
that will strengthen the resource base of
the state.

Community facilities and services may be
improved. Many communities develop indus-
trial sites and establish zoning ordinances
to allow for expansion of specific plants.
Some areas provide free land, buildings and
low cost financing to attract new plants.
Selling municipal bonds, at lower yields than
corporate bonds, is a rapidly expanding
method of providing low cost financing for
new industry.

Discuss and Decide

North Carolina has been one of the pace-
setters in the race to develop industry. Re-
cently the state was presented an award by
the American Society of Industrial Realtors
for having the most effective industrial
development program of any state in the
country.

The main concern is to use industry to the
best advantage in North Carolina to obtain
economic growth. This involves a lot of study
and planning. Let’s examine the problem of
economic growth as it relates to industry.
Set some goals, examine some of the alterna-
tive courses of action and then make your
decision as to the alternative or combination
of alternatives which deserve emphasis.

The Problem

Incomes in North Carolina are low rela-
tive to other states. We have 34 counties
that have been designated by the Area Re-
development Administration as having sub-
stantial and persistent unemployment. Our
problem is how to use our industry and
our industrial potential to provide more and
better employment opportunities for people
and their resources and thus increase econo-
mic growth.



Goals

Professor Clinton Rossiter wrote in Goals
for America, “While America is not a guar-
anty of success, it is a promise of opportuni-
ty; and we have no more pressing task in
the decade before us than to see that the
promise is made in good faith to all who live
among us.” Our major objectives should be
consistent with this promise of opportunity,
to provide job opportunities that allow each
individual to employ his or her talents and
resources to the fullest potential.

You may want to adopt certain interme-
diate goals for a given time period, such as
the creation of a number of new jobs equal
to the increase in labor force. These and
other goals will contribute to the general
objective of economic growth.

Alternatives

There are several things that we can do
in North Carolina that will influence indus-
trial development. A discussion of a few of
the alternatives should help you decide which
ones to stress or which ones to forget. Some
alternatives might fit your community’s situ-
ation while others may not. Analyze them
carefully and evaluate them on the basis of
their merit for your community as well as
for the state and nation.

@© should we just maintain our
present industry?

It is recognized that industrialization
brings problems as well as benefits. Com-
munities might have to add costly services—
water facilities, sewage lines, a new disposal
plant, additional school facilities, street im-
provements, bus lines, and other facilities.
Some people resent the smoke or the labor
influence in a community. They fear that
strikes might disrupt the life of the com-
munity. There may be a problem of relief
aid during a recession. The conclusion by
many is that the benefits of increased indus-
trialization could not possibly exceed the
economic and social costs involved.

A decision not to increase industry in the
state means that we may not be able to
achieve the desired rate of economic growth.
General over-production in the nation’s agri-
culture and increasing development of labor-
saving technologies make it unlikely that we
can employ more people in agriculture and

at the same time increase incomes per per-
son. A mass movement of people out of the
state might allow those that remain to in-
crease incomes by using more advanced
techniques and controlling more resources.
Is this an acceptable substitute for increased
industrialization ?

Maintaining the current industrial com-
plex would not be an easy task. Other areas
are increasing their efforts to attract indus-
try, including those plants currently operat-
ing in North Carolina. If we abandon efforts
to inerease industrialization, we may, in fact,
lose part of our existing industry.

@) Should we develop new industry?

New industry, as the term is used here,
includes plants constructed either by new
firms within the state or old firms located in
other states. A new industrial plant will con-
tribute to higher incomes in a community if
it results in the employment of resources
that would otherwise be idle. This statement
is equally true if resources are employed
more productively than they would be other-
wise. A U. S. Chamber of Commerce study
shows that a typical plant employing 100
people will increase personal incomes in a
community by $590,000; bank deposits by
$270,000; and retail sales by $360,000.
Other studies show that one to two addi-
tional jobs result from every new job within
a manufacturing plant.

DuPont locates a plant in Kinston, N. C.
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Before you decide that developing new in-
dustry might be a good idea for your com-
munity, you should examine the costs that
may be involved. How does your community
measure up to other communities with re-
gard to the factors considered by new indus-
try? Can the situation be changed such that
the community will be competitive with other
areas? If so, how much will it cost?

When everything possible has been done to
make a community suitable for industry, it
is likely that many plants can operate just
as profitably in a number of other areas.
This situation makes such things as adver-
tising, political, and personal influence im-
portant in persuading industry to locate in
specific communities.

The purpose of obtaining new industry
should be kept in mind in considering this
alternative. Obtaining new industry is not
an end within itself but a means of obtaining
general economic growth. This means that
the expected returns (payrolls, taxes, and
increased incomes to other businesses) to the
community as a whole must be greater than
the costs involved. There are numerous ex-
amples where public investment apparently
increased incomes over the direct costs. A
recent study revealed that in one southern
Indiana community a $160,000 investment in
land and a building produced 200 jobs, a
minimum $40,000 monthly payroll, rent pay-
ment and other “multiplier” effects. °

The risk of business failure is a cost that
is often overlooked by communities seeking
new industry. There is no guarantee that any
specific business venture will succeed. Fail-
ure may leave a community with all of the
old problems plus some that were created by
the collapse of the new industry. Thorough
study of the factors necessary for the success
of a particular type of industry will reduce
the importance of this risk factor.

An important factor to remember in de-
ciding whether to try to get new industry for
your community is that there is a tendency
of most industry to concentrate in urban
areas or areas where considerable industry
is already established. Some of the reasons
for this include: (a) a pool of professional,
skilled, and semi-skilled labor from which
to draw immediately; (b) access to trans-
portation centers of all kinds; (c) access to
services such as financing, legal, and insur-
ance; (d) access to industrial suppliers and
maintenance people; and (e) larger and
more varied social and cultural attractions.

It may pay some rural communities that
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Benefits of industry extend beyond
community boundaries.

are weak in many of the factors required by
industry to work with communities more
favorably situated. Benefits of industry
usually extend beyond the boundaries of any
specific location. Labor is generally more
mobile than many other resources. Industry
is often classified as labor-oriented, market-
oriented, and raw-material oriented. Trying
to force all industry to become labor-oriented
may slow down the industrialization process
and limit the benefits that may be derived.
The total bundle of resources available
throughout communities all over the state
needs to be taken into account if maximum
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benefits are to be derived from industriali-
zation,

In evaluating the cost and returns of ob-
taining new industry, particular attention
should be given to the long-run growth po-
tential of those considered. Certain types of
industry may have a rapidly expanding mar-
ket for its product on a national level. A
small plant coming into the state in this case
may develop into a large industrial opera-
tion. Communities can afford to spend more
time and money fo attract this type of in-
dustry than an industry with a declining
market for its product. A firm in an industry
with a declining market can be expected to
have a difficult competitive struggle in mere-
ly sustaining itself. In order for a plant in a
declining industry to grow, it must take
markets away from plants in other areas.

A high proportion of the industry that
North Carolina communities have been get-
ting in the last few years has good growth
potential. Some of the most rapid growth
industries in the nation in the past decade
include: cigarettes; men and boys’ cloth-
ing; paper and allied products; printing,
publishing and allied industries; chemicals
and allied products; finance, insurance, and
real estate; and service and miscellaneous.
Employment in most of these industries list-
ed has grown more rapidly between 1950
and 1960 in North Carolina than it has in
the nation as a whole.

d with 1950, U. S. and North Carolina.
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‘Wage rates in 1960, U. S. and North Carolina.
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There has been a good increase in relative-
ly high wage industries in North Carolina
during the decade of the 1950’s. Some of the
highest wage industries include chemicals;
printing, publishing and allied products;
fabricated metals products; primary metal;
paper and allied products; and wholesale
trade. The average hourly wage in all of
these industries is greater than $1.50 in
North Carolina.

There may be several other factors that
you may want to discuss before deciding
upon the feasibility of this alternative. You
may want to discuss what type of industry
would be most suited to your community.
Which provides the greatest growth poten-
tial? The least cost in terms of new facili-
ties? The least risk of failure?

€ Should we encourage transfer of
industry from other areas?

Ordinarily, a manufacturing industry is
not very mobile. They just don’t move about
from location to location as easily as people.
However, even the largest industry will re-
locate if it can be shown that the long run
profit potential is great enough.

The same type of incentives that encour-
age new industry to locate somewhere can
be used to cause an established industry to
relocate, The question is whether incentives
should be directed toward established indus-
tries, and expanded enough so that it would
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be profitable for them to relocate in your
area?

One immediate hazard in encouraging
established industries to move is that the
ones most likely to move are the ones on the
verge of failure. This risk might be reduced
by careful selection of the industry.

The long-run effect in the nation of luring
established industries could be costly and
wasteful because states and communities
would be in a dog-eat-dog competitive strug-
gle to get these industries, Very few com-
munities stress this alternative because they
realize that their gain would be at the ex-
pense of some other area.

0 Should we assist existing
industries to expand?

An examination of the possibilities of ex-
panding existing local industries is the logi-
cal starting point in any program to employ
local resources more productively. If the
slack in employment could be taken care of
within the existing industrial framework,
very little disruption in the structure of the
community would occur.

Existing industries will generally expand
in the local area rather than move if the
location factors are equal or better than in
competing areas. Assuming these conditions
exist, local industry will generally expand
if conditions are changed in such a manner
that it would be profitable. This means that




community efforts might be towards reduc-
ing costs, increasing prices or expanding
markets.

Prices may be increased in many instances
through advertising. The annual Trade Fair
is an example of an effort by North Carolina
to improve prices and expand markets for
products produced by industry in the state.
Industry may increase prices and expand
markets in many instances by improving the
quality of their products. Research by public
agencies may be of valuable assistance in
this case.

Costs may be reduced by industry through
the use of better machine and management
techniques. Education by public institutions
may help accomplish this, along with re-
search. It is possible that many existing
firms do not have capital to expand. A com-
munity might incur less risk in providing
investment funds to existing industry than to
new firms, or expanding firms in other areas.

There are possibly many other ways that
communities could help existing industry to
expand. For example, a limitation to expan-
sion of certain firms might be a shortage of
raw material. When this raw product is
some farm commodity, it may be possible to
encourage or assist farmers to produce more,

In deciding upon this alternative it is
again a matter of relating community costs
to returns. Determine the problems of in-
dustry that prevent expansion, discuss the :
ways you might help solve these problems, X Y iok :
and decide if it would be worthwhile, Tourts mmm:‘,,:','"ﬂ. ‘.::";:::e', N e
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If conditions are right, an industry will expand facilities in its existing location,
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Now What?

This discussion does not necessarily in-
clude all the alternatives for increasing eco-
nomic growth through industry. Think of
others and discuss them. One or all of the
alternatives discussed may be appropriate
for your community.

More than anything, you should realize
the importance of caveful study and planning
before any decisions or specific actions are
taken to bring industry into your area or
encourage the expansion of existing ones.

Industrialization is not an end in itself,
but a means of obtaining economic growth.
The area that is more likely to use industry
to the best advantage is the one that has
(1) analyzed the local situation in a total
economic context, (2) identified the needs
and problems, (3) investigated problems of
existing industry and the action needed to
solve them, (4) looked at different indus-
tries to find the ones that suit the local situa-

tion, and (5) communicated factual and rele-
vant information to individuals or firms who
may be in a position to establish new or ex-
pand old industry in the area.

You and others can follow up this discus-
sion by taking an active part in state and
local industrial development programs. The
action taken by these groups will affect you!
Your taxes help support some industrial de-
velopment activities and you will have to live
with the changes that are likely to occur as
a result of any industrial change.

If your community has not organized a
group to assist area and state agencies
in industrial development, an opportunity
exists for you to examine the possibilities
for such a group and initiate action to get it
started, if it appears desirable.

The Department of Conservation and De-
velopment or the Agricultural Extension
Service at N. C. State College, both in Ra-
leigh, will assist your community in organ-
izing a group or in developing a program for
industrial development.

Pictures courtesy of the North Carolina Department of Conservation and Development.
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