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CHAPTER I 

INTRODUCTION 

Industrial development affects key economic variables in an economy. 

All variables will not be affected evenly. Some effects of industrial 

development will be good for the people involved. Other effects will 

involve changes that will be costly to the people involved. The question 

of industrial development is a vital one today for rural communities. 

Civic leaders have dual goals in promoting industrial development. 

They seek to broaden the local property tax base while providing employ 

ment opportunities for a growing population. These local leaders use 

different means to acquire new industry. Some local leaders buy up land 

sites to donate to new industry. Buildings are often provided to new 

industry for little or no rent. These leaders believe that the whole 

economy will benefit in the long run. They realize that new industry will 

boost the economy's income stream. They know that without new invest 

ment, the income stream will never increase. 

Some people doubt the importance of new investment. The 

naturalists say industry will ruin the peace and beauty of the rural 

landscape. The conservatives claim that industrialization weakens the 

family farm position--leading to lower morals and higher crime rates. 

Various kinds of studies have attempted to show the different effects of 



industrialization.^ Usually, a study is based upon one effect of 
industrialization. But, none of the studies examined by this author 

deal with an overall measurement of the effects of new industry. To do 

so, one would have to measure economic variables on the same scale with 

social variables. In this study, we were only interested in the economic 

variables--the growth effects brought about by new industry. 

It was assumed in this study that there is a relationship between 

new investment and other economic variables. Investment is considered 

the prime factor in economic growth. Other variables are a result of new 

investment. Here, the author wishes to define new investment as autono-

mous--making new investment independent of present economic activities. 

This assumption does not imply that autonomous investment is more impor 

tant than accelerated investment--new Investment in existing economic 

activities. This study intends to highlight the role of investment in 

economic growth. 

I. OBJECTIVES 

The objectives of this study are: (1) to develop an analytical 

model by which the impact of industrial development on a rural community 

can be seen and measured, and (2) to test the validity of the model by 

H. A. Henderson, Adlustment of Rural Resource Use and Charac 
teristics to Economic Growth. Bulletin 364 (Knoxville: The University of 
Tennessee Agricultural Experiment Station, 1963); and Charles Press and 
C. J. Hein, Farmers and Urban Expansion. A study of a Michigan township, 
Economic Research Service (Washington: United States Department of 
Agriculture and Michigan State University, 1962). 
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analyzing the economic impact of industrial development on the Layrence 

County economy over the 1954-63 period. It is thought that enough evi 

dence can be gathered to substantiate the hypotheses suggested in the 

model used. No proofs are offered for any hypothesis, only data that 

tend to prove the hypotheses. When we say that per capita income has 

increased in Lawrence County because of new industry, we rely on the 

assumption made previously--that personal income is a function of new 

investment. 

II. THEORETICAL ANALYSES 

Economic base theory, multiplier theory, and investment theory 

formed the basis for the model used in this analysis. Such economic flows 

as income, employment, wage rates, and consumption are considered as the 

economic variables reflecting growth and expansion within an economy. 

Economic base theory makes it possible to distinguish between two 

different types of economic activity within an economy: basic and service. 

Basic activities can be defined as those activities which export goods or 

services to points outside the local community. Service activities are 

those that supply goods and services to people within the community. The 

argument put forth in economic base theory is that "service" activities 

are a function of "basic" activities. Basic activities are the more 

important in the local economy. Economic growth is dependent on the rate 

of increase in basic activities. Service activities will aid economic 

growth but will not cause it. 

,'i- . i <■ f ■■■ • ■■ I 
. ■ . ' ■ 
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R. F. Kahn first introduced the employment multiplier theory in 

2 
1931. Homer Hoyt introduced the base-service ratio which shows how much 

service employment would be supported by a certain amount of basic employ-

3 
ment. The amount of increase in service employment associated with an 

increase in basic employment is referred to as the employment multiplier, 

4 
John M, Keynes used the multiplier in his analysis. The 

multiplier he developed was an employment multiplier similar to the one 

used in this paper. In Keynes' concept, an increase in investment expendi 

ture raised employment by some multiple of the original investment amount. 

Income actually increases by the multiple because of the respending habits 

of consumers, and employment is increased in the process. Given enough 

time, consumers will respend income coming from new investment until the 

full multiplier is reached. 

The use of the multiplier concept is not limited to income and 

employment multipliers. It is used in several other ways in economic 

analyses. Besides the income and employment multiplier, there is the 

foreign trade multiplier. An increase in exports will increase income 

and employment by some multiple. 

2 
R. F. Kahn, "The Relation of Home Investment to Unemployment," 

Economics Journal. XLI, No. 162 (June, 1931), 173-198. 

3 
Homer Hoyt, "The Utility of the Economic Base Method in 

Calculating Urban Growth," Land Economics. XXXVII, No. 1 (February, 
1961), 51-58. 

4 
John M. Keynes, The General Theory of Employment. Interest. and 

Money (New York: Harcourt, Brace, and Company), 113-119. 
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The multipliers discussed above will work in reverse also. A 

decrease in the rate of investment will decrease income or employment by 

some multiple of the original decrease in investment. Some studies have 

found the reverse multiplier to be greater than the positive multiplier.^ 

But this point is open to argument. Some economists would not agree with 

the reversibility of most economic activities. 

III. THE THEORETICAL MODEL 

The theoretical model within which the multiplier analysis is 

framed calls for the assumptions of a closed economy, constant prices, 

and static distribution of income. Realistically, the concept of a closed 

economy is particularly inappropriate when applied to an area as small as 

one county because of the flow of goods and services that cross county 

lines. There are "leakages" which must be considered if an accurate 

measure is to be made of the economic flows within a restricted area, 

especially when the area is as small as a county. Some of these "leakages" 

which will be mentioned later are: (1) income spent outside the area by 

employees, (2) substitution of local employment for jobs outside the area, 

(3) income used to reduce existing debts without incurring new ones, and 

(4) hoarding.-

J. B. Stevens and L. T. Wallace, Impac t of Industrial Develop 
ment on Howard County, Indiana. Research Bulletin No^i 784 Lafayette, 
Indiana: Purdue University, 196'4), p. 8. 

Milton Friedman, Price Theory (Chicago: Aldine Publishing Company, 
1962), p. 110. 
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The idea in using this theoretical model is to stress the 

importance of the economic interrelationships within a rural economy, 

or any economy as far as theory is concerned. The model stresses the 

importance of investment in economic growth. Of al.1 the economic 

variables, investment is the flow which local civic leaders wish to 

increase. Investment is used by the model as the independent variable, 

All other economic variables are the functions of investment, directly 

or indirectly. 

XV. THE PROCEDURE 

The procedure used in this study was to trace the impact of 

industrial development on the economic flows within a rural community. 

Although many flows exist within an economy, only the key economic 

factors used in explaining economic growth and expansion were used. The 

plan of analysis was to separate the impact of industrialization upon 

agriculture from that of the county's economy. The key factors considered 

for the county were: (1) employment, (2) population, (3) personal income, 

and (4) retail sales. The changes discussed in agriculture are numerous. 

The impact of industrialization on governmental organizations within the 

county are considered. Trends in county and city tax receipts and 

expenditures are given for both the sample county and Tennessee. The 

local government debt trends for the sample county and other rural 

counties are analyzed as they relate to economic growth. 

An impact on employment would be expected in an analysis like this 

one. But the directions of this impact cannot be detected from the 
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surface. This relationship is suggested by both economic base and 

multiplier theory. These analytical models suggest that increased 

manufacturing employment will create an increase in service employment. 

These theories do not suggest that the impact of industrial development 

on service employment will be evenly distributed. Neither is there a 

logical reason to suspect an evenly distributed impact. Another point 

to be discussed concerning the impact on employment is off-farm 

employment. 

V. THE STUDY AREA 

Lawrence County, Tennessee, was selected as the study area. A 

large factory moved into Lawrence County in 1956. Initially this factory 

employed about 1,200 workers; by 1963 it employed 2,000 workers. Before 

the Murray Ohio Manufacturing Company began operations in 1956, Lawrence 

County would have been considered a predominantly agricultural area. 

Between 1950 and 1956 population declined at a steady rate, but between 

1956 and 1963 population increased in Lawrence County at a slight rate. 

This trend coupled with other characteristics made Lawrence County a 

suitable study area. 

The primary data used in this report were gathered by survey in 

1958 and again in 1963. Each survey collected data for a five year period 

enabling coverage from 1953 to 1963. The secondary data were taken from 

several sources. Some population data were obtained from Bureau of the 

Census publications. Employment data, income data, and some population 

estimates were developed by the Bureau of Business and Economic Research, 
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College of Business Administration, University of Tennessee. Government 

receipts and expenses were obtained from publications of the Tennessee 

Taxpayers Association, 

VI. LAWRENCE COUNTY: LOCATION AND RESOURCES 

Lawrence County is in the Southwestern part of Central Tennessee. 

The total area of the County is about 634 square miles, or 405,760 acres. 

Lawrence County is bordered on the north by Maury and Lewis Counties, on 

the east by Giles County, on the west by Wayne County, and on the south 

by Lauderdale County, Alabama. Lawrenceburg, the county seat, is about 

70 miles southwest of Nashville and about 20 miles north of the Alabama 

State line (Figure 1). 

Lawrence County was established in 1817. The county seat was 

selected in that year. The first settlement was made on the Buffalo 

River in 1815. By 1817, the first watermill, the first school, and the 

first cotton gin had been built. The early settlers were of English 

descent and came from areas to the East. Some of the settlers had mili 

tary grants; others had occupants' grants. About 1870, the German 

Catholic Homestead Association bought land and settled German immigrants 

on about 25,000 acres in the County.^ 

Lawrence County has a humid, continental climate but it is 

temperate. Severe weather and high winds seldom occur. 

7 
History of Tennessee from the Earliest Times to the Present 

(Nashville: Goodspeed Publishing Company, 1886), pp. 108-135. 
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Lawrenceburg is the principal market for farm products in Lawrence 

County. But Ethridge, Leoma, Loretto, St. Joseph, and Summertown are 

smaller trading centers. All of the centers are reached by a railroad 

and a federal highway. 

-'v. 

W.T. w? I, ■.. ■ 



CHAPTER II 

IMPACT OF INDUSTRIAL DEVELOPMENT ON LAWRENCE COUNTY'S ECONOMY 

I. IMPACT ON EMPLOYMENT 

< 

Manufacturing employment followed an upward path for the years 

1955 to 1959. The nationwide recession of 1956 and 1958 did not affect 

manufacturing employment in the County adversely even though commercial 

employment was affected adversely in the recession of 1958. Manufac 

turing employment leveled off in 1959. It seems that the employment 

multiplier, created by the initial investment in 1956, depleted itself 

by 1959. Manufacturing employment began another upward movement in 1962 

and continued through 1963. Thus, over the ten year period, 1954-1963, 

manufacturing employment was marked by a rather steep upward trend, rising 

from about 1,000 to approximately 3,600 (Figure 2). 

The trend in commercial employment over the 1954-1963 period 

roughly paralleled the manufacturing employment trend with the possible 

exception of 1958 when commercial employment was affected by national 

trends in employment. 

The impact exerted on the commercial sector affected the various 

types of firms quite differently. The per ceqt of change in employment 

within the commercial sector ranged from 514 per cent in construction to 

54 per cent in services (Table I). Compared to the State, Lawrence 

County had a much faster growth rate in commercial employment. Lawrence 

11 
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County had a larger per cent change in all types of commercial employment 

than did the State except service employment where the difference was 

very small. 

A relatively close statistical relationship was found between 

manufacturing employment and commercial employment trends (Table II). 

The method used in measuring the association between variables was 

regression analysis. Yearly variations in manufacturing employment 

explained 94.2 per cent of the yearly variations in commercial employ 

ment. There was some variation in the degree of relationship between 

manufacturing employment and types of commercial employment. The degree 

of relationship between transportation, communication, and public utili 

ties employment and manufacturing employment was 93 per cent. In con 

struction employment, 89.6 per cent of the variation was associated with 

variations in manufacturing employment; 80.3 per cent of the variation 

in finance, insurance, and real estate employment was associated with 

variations in manufacturing employment; 76.0 per cent of the variation 

in service employment was associated with variations in manufacturing 

employment; but none of the variations in retail trade employment was 

associated with variations in manufacturing employment. There has been 

little change in retail trade employment since 1956. Retail trade employ 

ment growth was the greatest between 1954 and 1956 where the increase was 

146 employees. 

By the use of economic base theory and Keynesian multiplier theory, 

an employment "multiplier" can be determined. This multiplier measures 

the increase in service employment (commercial employment) created by the 
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TABLE II 

STATISTICAL RELATIONSHIPS BETWEEN CHANGES IN MANUFACTURING 
EMPLOYMENT AND CHANGES IN COMMERCIAL EMPLOYMENT 

Per cent of variations in Commercial 
Type of Employment associated with variations 

Commercial Employment in Manufacturing Employment 
(Correlation coefficient') 

Construction 89.6 

Transportation, Communication, 
and Public Utilities 93.0 

Retail Trade 51.0 

Finance, Insurance, 
and Real Estate 80.3 

Services 76.0 

Total Commercial 94.2 

■e* . ,j, , . 

/ / ^ V ■'} ■ 

.f 
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initial increase in basic employment (manufacturing employment). 

The multiplier effect is caused by the spending habits of the 

people. The size of the multiplier will be determined by the marginal 

propensity to consume by those receiving the increased income. New 

investment in Lawrence County in 1956 created an increase in personal 

incomes. As incomes increased, people demanded more goods and services. 

In order to supply more goods and services, business firms increased 

their capacity to produce by hiring more employees. As more workers and 

other resources are hired, the process is started over again. There 

exists both an accelerator effect and a multiplier effect in a complete 

cycle from new investment to added capacity. This is the relationship 

between new investment and employment. The employment multiplier 

stresses the interdependence that exists between employment and 

investment. 

An employment multiplier of 1,357 was found for Lawrence County 

for the period 1954-1963, This means that about three manufacturing 

jobs created one non-manufacturing job. This estimate of an employment 

multiplier for Lawrence County was small compared to the majority of the 

multipliers obtained in other studies reviewed by the writer. But none 

of these estimates were done for a rural community such as Lawrence 

County, The estimates reviewed ranged from 1,44 for the Howard County 

(Ipdiana) Area to 2,41 for the Lincoln (Nebraska) Metropolitan Area,^ 

1 
Various estimates of the number of service jobs created by 100 

new manufacturing jobs include: (1) 124, in Los Angeles County, 1940-1947, 
by Hildebrand G,, and A. Mace, "The Employment Multiplier in an Expanding 
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The average multiplier for these studies was about 2.0, 

The total increase in commercial employment was estimated at 629 

workers. The increase in non-covered commercial employment was estitnated 

by determining the extent of Old Age and Survivors Insurance in Lawrence 

County and then extending the increase in non-covered employment on the 

same ratio as the increase in covered employment. This extent of coverage 

was estimated to be 75.5 per cent. The total increase in educational 

services was estimated at 44 workers which included governmental services 

on all levels. The employment multiplier was estimated by dividing the 

net change in commercial and educational employment by the net change in 

manufacturing employment. The ratio of 357 commercial and educational 

workers for each 1,000 worker increase in manufacturing employment was 

found (Table III) 

Total employment actually declined from 1950 to 1960 in Lawrence 

County. Agricultural employment declined faster than non-agricultural 

employment increased. For the 1950-1960 period total employment decreased 

Industrial Market: Los Angeles County 1940-47," Review of Economics and 
Statistics. August, 1950; (2) 141, in Lincoln, Nebraska, by B, Thompson, 
"An Investigation of the Local Employment Multiplier," Review of Economics 
and Statistics. February, 1959; and (3) 44, by J. B. Stevens and L, T. Wallace, 
Impact of Industrial Development on Howard County. Indiana. 1947-60. 
Research Bulletin 784 (Lafayette, Indiana: Purdue Ufiiversity, 1964). 

2 
It should be noted that the figures in Tables I and III are not 

consistent. The figures in Table III include seasonal employment plus 
other estimated commercial employment not included in Table I. Of course. 
Table I does not include private household, commercial employment not 
covered by Old Age and Survivors Insurance, and educational services. 
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TABLE III 

NET EMPLOYMENT CHANGES 

Type of Employment (Estimated) Net Change 

Commercial Employment 
Employment covered by OASI* 468 
Employment not covered by OASI* 161 

Private Household** 138 

Educational Services** 44 

Total increase in Commercial 

and Educational Employment 811 

*Refers to employment covered by Old Age and Survivors Insurance, 

Source of items denoted by **: United States Bureau of the 
Census, Eighteenth Census of the United States: 1960. Population. 
Vol. I, Part 44, Tennessee (Washington: Government Printing Office, 
1963), p. 44-234; and United States Bureau of the Census, Seventeenth 
Census of the United States: 1950. Population. Vol. II, Part 42, 
Tennessee (Washington: Government Printing Office, 1952), p. 42-104. 

-- ■' r ■ V ;,; ' 



19 

from 9,047 employed to 8,718 employed (-3.6 per cent); agricultural 

employment decreased from 4,233 to 1,483 (-65 per cent); manufacturing 

employment increased from 1,423 to 3,228 (+127 per cent); and services 

and trades employment increased from 2,648 to 3,238 (+22 per cent). The 

county employment picture changed considerably between 1950 and 1960 

with agricultural employment dropping from 47 per cent to 17 per cent of 

the total number employed (Table IV). 

The impact of industrial development upon a rural area is related 

to the occupational changes mentioned above. This is probably the most 

significant effect. This is the first step in the generating cycle 

developed earlier. People leave the low income occupation of farming, 

where the marginal product of labor is relatively low, for manufacturing 

and trade employment with higher marginal products. In the process, 

incomes are increased, the level of spending rises, and thus, more jobs 

are created. 

With a relatively small employment multiplier, it could have been 

possible that a substantial portion of the increase in manufacturing 

employment was taken by people living in surrounding counties. Such 

out-of-county employment would cause a leakage flow out of the income 

stream of Lawrence County. An employment and income leakage would 

substantially reduce the impact of industrial development on Lawrence 

County. The benefits would be lost to the bordering counties and com 

munities. No data were available to validate the size of this leakage, 

but the small employment multiplier indicated such "leakages." 
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TABLE IV 

EMPLOYMENT BY INDUSTRY GROUP IN LAWRENCE COUNTY, 
1950 AND 1960 

Per cent Per cent Change 1950-1960Employment 1950 1960 
of total of total Number Per cent 

Total Employed 9,0A7 100 8,718 100 - 329 - 3.6 

Agriculture A,A33 A6.8 1,A83 17.0 -2,950 -69.6 

Manufacturing 1,A23 13.7 3,228 37,0 1,805 127 

Services and 

Trades 2,6A8 29.3 3,238 37.1 590 22 

Source: United States Bureau of the Census, Eighteenth Census 
of the United States: 1960. Population. Vol. I, Part AA, Tennessee 
(Washin,gton: Government Printing Office, 1963), p. AA-23A; and United 
States Bureau of the Census, Seventeenth Census of the United States: 
1950. Population. Vol. II, Part A2, Tennessee (Washington: Government 
Printing Office, 1952), p. A2-10A. 
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Although the data do not permit the analysis in this study, it is 

possible to illustrate the reversibility of the employment multiplier 

during periods of rapidly declining manufacturing employment. The re 

versibility of the employment multiplier could not be illustrated by the 

analysis of trends for short periods in Lawrence County. During the only 

period manufacturing employment decreased (1960-1961), commercial employ 

ment increased. Realistically, some economists doubt the reversibility 

of any supply curve or the variables associated with a given supply 
3 

curve. These economists argue that fixed capacity is the controlling 

variable--not the variable which controls growth and greater output. 

The impact of increased off-farm employment opportunities on the 

off-farm employment characteristics of Lawrence County's farmers was quite 

large. The number of farm operators reporting off-farm employment one 

hundred days or more increased from 747 in 1954 to 1047 in 1959. Lawrence 

County registered the largest percentage change for the State in per cent 

of farm operators working off-farm one hundred days or more for the 1954-

1959 period. Lawrence County had a 19 per cent change as compared to 

3 per cent for Tennessee (Table V). 

With the exception of Wayne County, which had an 18 per, cent 

increase, other surrounding counties ranked low in change in per cent of 

farm operators working off the farm one hundred days or more for the 

1954-1959 period.^ 

3 
Friedman, loc. cit. 

4 
Charles L. Cleland, Selected Population and Agricultural Statis 

tics for Tennessee Counties. Bulletin No. 359 (Knoxville: The University 
of Tennessee Agricultural Experiment Station, 1963), pp. 58-60. 
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Lawrence County ranked sixth in the seven counties examined in 

per cent of farm operators working off the farm operated one hundred days 

in 1954, but it rose to second in 1959. Lawrence County ranked below the 

State average in per cent of farm operators having off-farm employment 

in 1954 but ranked above the State average in 1959. 

Unemployment data indicate that the rate of unemployment 

increased slightly in Lawrence County over the 1954-1959 period. The 

rapid decrease in agricultural employment may have contributed to the 

rise in unemployment. Agricultural employment decreased faster than 

manufacturing and commercial employment increased. 

II. IMPACT ON POPULATION 

Lawrence County population trends for the period under study 

graphiply reflect changes in econc^i'c conditions in the County from 1955 

to 1958 (Figure 3). But since 1961,population and employment trends have 

been similar. 

Total population in Lawrence County decreased from 28,818 in 1950 

to 28,049 in 1960, a 3 per cent decrease. This decrease in total popu 

lation was typical of most rural counties in Tennessee over the same time 

period. During the same period total population in Lawrenceburg increased 

from 5,442 in 1950 to 8,042 in 1960, a 48 per cent increase. 

Even though Lawrence County's total population declined only 3 

per cent from 1950 to 1960, the 19 and under age group declined 16 

per cent. The 20-44 age group decreased 14 per cent during the same time 

period. The off-setting factor was the 23 per cent increase in the 45 
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and over age group during the ten year period. In 1950 the 20-44 age 

group outnumbered the 40 and over age group 9,588 to 6,677, but by 1960 

the two groups were approximately equal in number (8,297 to 8,210, 

respectively). One explanation for the opposite changes in the age groups 

is that the 20-44 age group is the most mobile of all age groups.^ 

Lawrence County had a net out-migration of 5,295 from 1950 to 

1960, a 15 per cent out-migration of the 1950 population. The County's 

rate of loss through migration was almost twice the rate for the State 

during the decade. However, year to year estimates of the population in 

Lawrence County indicate that total population decreased from 1950 to 

1956 and increased from 1956 to 1960. The bicycle plant, built in 1956, 

seems to have reversed the direction of population movement so that the 

County ended the decade with only a 3 per cent loss in population rather 

than a 10 or 12 per cent loss had the 1950-1956 trend continued. 

Although total population did not change considerably from 1950 

to 1960, there were noticeable internal shifts in rural farm, rural 

non-farm, and urban populations. Lawrence County's rural non-farm popu 

lation doubled between 1950 and 1960. During the same period rural farm 

population decreased 42 per cent. Rural farm population was almost twice 

as large as rural non-farm population in 1950; but by 1960 the rural 

non-farm population was considerably larger than the rural farm population 

(Table VI). 

Joe A. Martin, Abstract, "The Impact of Industrialization upon 
Agriculture" (unpublished Doctor's dissertation. The University of Min 
nesota, Minneapolis, 1955). 
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There were substantial decreases in all rural farm age groups. 

The largest percentage reduction was in the 20-44 age group with a 51 

per cent decline. The 19 and under age group declined 46 per cent while 

the 45 and over age group declined only 20 per cent. Disproportionately 

large numbers of the young were drawn out, leaving the farm population 

weighted with older people. 

An analysis of the 1950 and 1960 age-sex distribution for the 

County, rural farm, rural non-farm, and urban populations summarizes the 

population trends. The age-sex pyramid in Figure 4 shows the change in 

the age distribution of the total county population over the 1950-1960 

period. The figure reveals that: (1) the average age of the population 

increased over the period; (2) the smaller per cent of the total popu 

lation in the younger age groups indicated that the County's native 

population number will continue to increase slowly for a period of time; 

and (3) the County lost a large percentage of its most productive workers 

(ages 20-44) over the 1950-1960 period. 

Figure 5 shows the change in the age distribution of the rural 

farm population from 1950 to 1960. The loss in the 20-44 age group is 

very noticeable. The changes in the rural farm population were so ex 

tensive as to shape the County's total population distribution over the 

decade. Figures 6 and 7 are age-sex pyramids of the rural non-farm and 

urban populations, respectively. Of particular note are the sex changes 

in the younger age group for the urban population. 

To summarize the impact of industrial development on population, 

the increase in manufacturing employment was associated with an increase 
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Source: United States Census of Population. 

Figure 4. Age-sex distribution of the total population in 
Lawrence County, 1950 and 1960. 
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Figure 5. Age-sex distribution of the rural-farm population 
in Lawrence County, 1950 and 1960. 
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Figure 6. Age-sex distribution of the rural non-farm population 
in Lawrence County, 1950 and 1960. 
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Figure 7. Age-sex distribution of the urban population in 
Lawrence County, 1950 and 1960. 



32 

in total County population from 1956 to 1963. This increase was unevenly 

distributed both by space and by age. Total population moved in the 

direction of an older, more urban and more rural non-farm orientation 

over the 1954-1963 period. The 16 per cent decrease in the 19 and under 

age group and the 14 per cent decrease in the 20-44 age group were signi 

ficant. This impact on total population tends to indicate that Lawrence 

County has not had sufficient employment opportunities for all its working 

population. The bicycle plant which moved into Lawrence County in 1956 

was important in providing many employment opportunities, but the factory 

was not sufficient to insure adequate employment opportunities for the 

County over the 1956-1963 period. The effects of the new investment will 

eventually reach a new equilibrium and level off. Data seem to support 

the thesis that Lawrence County has reached a new equilibrium. To insure 

new growth and more employment opportunities, Lawrence County needs a 

continual flow of investment. Investment and growth theory is not an 

equilibrium theory. Quite the contrary, economic growth is a function 

of disequilibrium economic activities. 

III. IMPACT ON PERSONAL INCOME 

Estimates of personal income of Lawrence County residents for the 

1954-1962 period were developed by the Bureau of Business and Economic 

Research of the University of Tennessee by apportioning state totals to 

counties on the basis of selected allocators. 

The importance of the various sources of income shifted consider 

ably in Lawrence County between 1955 and 1962. Wage and salary income 
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and other labor income Increased in importance while proprietors' income, 

including farm and non-farm income, property income, and transfer pay 

ments, declined in relative importance. 

The significance of the 1956 investment in Lawrence County is 

illustrated by the comparison of the 1956-1960 period with the 1950-1955 

period in Lawrence County and by the comparison of each period in 

Lawrence County with the State, Total personal income in Lawrence County 

increased 33 per cent from 1950 to 1955 compared with 32 per cent for 

Tennessee during the same period. The increase in total personal income 

was 49 per cent for Lawrence County from 1956 to 1960 and 26 per cent for 

Tennessee. The rate of increase in total personal income was almost 

identical for Lawrence County and the State during the earlier period, 

but the rate of increase for Lawrence County almost doubled that of the 

State during the latter period (Table VII). 

The importance of wages and salaries in Lawrence County is shown 

by the fact that this source accounted for 91 per cent of the net increase 

in total personal income from 1956 to 1960. Wages and salaries accounted 

for 73 per cent of the net increase in total personal income for the State 

during the same period. Wages and salaries rose from 43 per cent of total 

personal income in 1950 to 64 per cent in 1960 for Lawrence County. For 

Tennessee wages and salaries rose from 61 per cent of total personal 

income in 1950 to 68 per cent in 1960. Even though wages and salaries 

are still relatively more important in the State than in Lawrence County, 

the importance of wages and salaries increased more in Lawrence County 

over the period studied. 
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Proprietors' income in Lawrence County declined in importance 

relative to total personal income. A decline in farm proprietors' income 

was the big reason for the drop. Proprietors' total income declined from 

$7,362 in 1955 to $6,682 in 1962, or a decrease of 9 per cent. Farm 

proprietors' income declined 27 per cent during the same period while 

non-farm proprietors' income increased 44 per cent from $2,402 in 1955 

to $3,064 in 1962. 

The distribution of personal income among Lawrence County families 

shifted considerably over the 1949-1959 period. In 1949, 66 per cent of 

the families in Lawrence County were receiving less than $2,000 average 

family income (Table VIII). This income group had decreased to 32 per 

cent of all families in 1959, representing a 48 per cent decrease over 

the period. During the same period, the County had increased percentages 

of people in all higher income classes. Tennessee had a higher median 

family income in 1959, but the distribution of personal income among 

Lawrence County families increased relative to statewide distribution 

over the 1949-1959 period. Lawrence County had a median family income of 

$1,245 compared to $1,983 for the State in 1949. By 1959, median family 

income had increased to $3,178 in Lawrence County and $3,949 in the State. 

The State average family income was higher than the County's average in 

1959, but family income increased at a faster rate in Lawrence County, 

155 per cent to 99 per cent for the State. Tennessee had a significantly 

larger percentage of the families in the $6,000-$10,000 income class than 

did Lawrence County in 1959. 
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In summary of the Impact of Industrial development upon personal 

income, there was found a considerably faster rate of growth in personal 

income in Lawrence County compared to the State. The evidence seems to 

justify the conclusion that there was a positive relationship between 

industrial development and personal income. The year 1956 marked a vast 

change in Lawrence County's economy. From the information available, it 

seems that industrial development was responsible largely for these 

changes. 

IV. IMPACT ON RETAIL SALES 

Estimates of retail sales in Lawrence County showed that total 

retail sales increased from $16,175,000 in 1954 to $27,018,000 in 1963, 

or 67 per cent. The State had a 43 per cent increase in total retail 

sales during the same ten year period. The city of Lawrenceburg had a 

48 per cent increase in total retail sales from 1954 to 1963. Lawrence 

burg, which accounted for three-fourths of all Lawrence County retail 

sales in 1954, accounted for only half of the increase in retail sales 

in the County during the 1954-1963 period. 

Retail sales in Lawrence County, unlike total personal income, 

felt the effects of nationwide recessions in 1958 and 1960, Retail sales 

were more volatile than personal income over the entire 1954-1963 period 

(Figure 8). The two trends did separate more as both increased, but this 

would certainly be expected since it was indicated that the marginal 

propensity to consume would not be equal to one over any long period of 

time. There is also another reason why the two trends may separate. 
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Because the rate of increase in retail sales fell short of the rate of 

increase in personal incomes in the 1954-1963 period, there is good 

reason to believe that Lawrence County had a substantial leakage of 

retail sales to surrounding counties. Modern means of transportation 

and communication give people a larger area in which to shop. 

Per capita personal income and per capita retail sales data 

revealed the same trend patterns as total personal income and total re 

tail sales data revealed, due largely to the small variation in total 

population from 1954 to 1963. Both total and per capita retail sales 

increased more rapidly in Lawrence County than in Tennessee during the 

1954-1963 period. Estimated per capita retail sales in Lawrence County 

increased from $596 in 1954 to $899 in 1963, a 50 per cent increase. 

Estimated per capita retail sales in the State increased from $811 in 

1954 to $1,061 in 1963, a 31 per cent increase (Table IX). Lawrence 

County was apparently enjoying a boom from 1955 to 1957 while the State's 

economy was feeling the effects of the business recession. Tennessee's 

total sales tax receipts rose only 5 per cent between 1955 and 1958 while 

Lawrence County's climbed 21 per cent. 

The impact of industrial development on retail sales in Lawrence 

County was not evenly distributed among the various types of retail 

groups. The change in sales receipts for food was not significant when 

compared with the State or Lawrenceburg. The changes in retail sales for 

general merchandise and automotives were significant when compared with 

the State. Lawrence County had a 139 per cent increase in general 

merchandise sales receipts from 1954 to 1963 while Tennessee had a 69 
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per cent increase. Lawrence County had a 97 per cent increase in auto 

motive sales receipts from 1954 to 1963 compared with a 31 per cent 

increase for the State. 

It becomes necessary to asSvme some kind of relationship between 

industrial development and retail sales since it has already been assumed 

that there is a direct relationship between industrial development and 

personal income. There is some interdependence between personal income 

and consumption, if Keynes' theory is accepted. The question of whether 

consumption is a short run or long run function of income is not too 

important in this study. It is only necessary for a relationship to 

exist between income and consumption. Once this association has been 

made, then it can be said that industrial development in Lawrence County 

did affect retail sales in a positive direction. 

Had the increase in per capita retail sales been more nearly the 

magnitude of the increase in per capita incomes, the impact of industrial 

development on Lawrence County's employment would have been much greater 

than it actually was. But, as was stated earlier, this impact did not 

take place because of retail sale leakages outside the County. Estimates 

of retail sales over time indicate that this impact has become weaker 

since 1959 because the loss in retail sales has become greater since that 

time. From 1954 to 1959 per capita retail sales in Lawrence County 

followed the general direction of per capita personal income (Figure 9). 

But, since 1959 the rate of increase in per capita retail sales has de 

clined relative to the rate of increase in per capita personal income. 

These data indicate that Lawrence County's residents have been increasing 
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their purchases of out-of-county goods and services more regularly since 

1959. Consequently, this act has been reducing the magnitude of the 

local impact of industrial development upon the County's economy. Hence, 

Lawrence County is not receiving the full reward for its efforts in 

industrialization. 

In conclusion of this section on the impact of industrial 

development on Lawrence County's economy, a brief glance at the relative 

changes will give some idea of the impact of industrial development on 

important economic variables. When Lawrence County population and 

income data are presented as the percentage of the State total with 1950 

percentages equal 100, some Important trends can be examined (Figure 10). 

Lawrence County ranked second among all Tennessee counties in terms of 

percentage increase in per capita personal income from 1950 to 1962. 

Moore County is the only county that ranked higher over that period. On 

the same grading system Lawrence County's population index decreased from 

100 in 1950 to 91 in 1962, while personal income percentage increased 

from 100 in 1950 to 124 in 1962. Lawrence County had a relatively large 

increase in per capita personal income from 1950 to 1962 when compared 

to other counties in Tennessee. 
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CHAPTER III 

IMPACT OF INDUSTRIAL DEVELOPMENT ON 

AGRICULTURE IN LAWRENCE COUNTY 

I. CHANGES IN FARMS AND TYPES OF FARMING 

Farm Numbers 

The total number of farms in Lawrence County decreased from 3,154 

in 1954 to 2,438 in 1959, a 22.3 per cent decrease. This decrease was 

typical-of most Tennessee counties for the 1954-1959 period. The State 

had a 22.4 per cent decrease in number of farms. 

Types of Farms 

Changes in types of farming may be a function of any one or a 

cpmbination of several factors. These factors may be grouped into four 

broad classes: (1) physical, (2) biological, (3) economic, and (4) social. 

Probably the most important of these in the long run are economic factors. 

The prime economic forces initiating change in type of farming are 

changes in the availability or cost of important production inputs and 

changes in the market value of output. 

Cotton farms made up 45 per cent of all farms in Lawrence County 

in 1954. Other field crops made up a small proportion of the total 

farms. Farms classified as miscellaneous and unclassified made up 33 

per cent of the total. Poultry and livestock farms were the only 

classified types of farms which increased over the 1954-1959 period. 

45 
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Cotton farms decreased 59 per cent over the period but still remained 

the most important type of farm in 1959 (Table X). 

Theoretically, industrial development would be expected to enhance 

land values. If so, then it is possible to assume some relationship 

between industrial development and changes in type of farming. Types of 

farming that were profitable when land was valued at $50 per acre might 

not cover average cost when land is valued at $100 per acre. This theory 

suggests a continuous adjustment of land use to land values as land 

values increase. 

Evidently, Lawrence County did not have enough industrial develop 

ment to influence value of land considerably during the 1954-1959 period. 

The per cent increase in average value of land and buildings for all 

farms in Lawrence County was 77.4 per cent for the 1954-1959 period. The 

State had a 66.0 per cent increase in land and building values for the 

same period. 

Crops. Cotton acreage has decreased rapidly since 1950, but 

cotton is still the main cash crop (Table XI). Cotton acreage decreased 

36.7 per cent from 1954 to 1959. Lawrence County, as well as most of the 

southwestern part of central Tennessee, was at one time a specialized 

cotton producing area. Corn now occupies a larger acreage than any other 

crop. Corn acreage also declined (-29.3 per cent) during the 1954-1959 

period. Small grains acreage, with the possible exception of rye, de 

creased over the 1954-1959 period. Rye acreage remained about the same. 

Hay acreage increased 54.8 per cent over this same period. Sorghum 
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acreage showed a slight Increase also. Acreage in tobacco, Irish 

potatoes, and sweet potatoes decreased over the same time period. 

Fewer field crop farms--cotton, cash grain, and tobacco--indicate 

a trend toward other forms of specialization. The increase in poultry 

and livestock farms substantiates this point. 

Livestock. Even though the number of livestock farms increased 

from 107 in 1954 to 161 in 1959 (50 per cent), the number of cattle and 

calves on farms decreased from 19,818 in 1954 to 16,495 in 1959 (-16.8 

per cent) (Table XII). Horses and mules continued to decrease in nxmiber 

over the 1954-1959 period (-40 per cent). Hogs and pigs and sheep and 

lambs showed increases over this same period, 81.8 per cent and 50.1 per 

cent, respectively. 

Lawrence County seems to have been experiencing two opposing 

trends in livestock numbers for the 1954-1959 period. As in most rural 

counties, the number of livestock was diminishing in Lawrence County while 

at the same time industrial development was increasing the demand for 

livestock and livestock products. The reason for the increased demand 

here would be the local market created by a concentration of the 

population. 

Survey data taken in 1958 and 1963 showed that a greater per cent 

of part-time farmers increased their livestock number than full-time 

farmers did (Table XIII). This was true for both 1953-1958 and 1958-1963 

periods, but the greatest difference was in the latter period where 54 

per cent of the part-time farmers reporting increased their livestock 
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number and 41 per cent of the full-time farmers reported the same. 

Part-time Farms 

The combination of farming with industry is not new. Even before 

the industrial revolution, people had two jobs. And the income data 

presented in this paper indicate there are still reasons for rural 

residents to hold non-farm jobs and to farm at the same time. The two 

factors which govern the extent of part-time farming are industrial 

employment opportunities and the availability of land and other resources 

for farming. Since 1956, Lawrence County has offered both. 

Farmers who worked off their farms one hundred days or more 

increased in Lawrence County from 747 in 1954 to 1047 in 1959, an in 

crease of 40.2 per cent. This figure was the highest for all Tennessee 

counties. Tennessee showed a decrease in part-time farmers for the 

1954 to 1959 period. Nevertheless, it is possible that the number of 

part-time farmers increased near industrial centers. Data was not 

available to substantiate the possibility. 

Probably, the operators of the smaller farms became part-time 

farmers. This was indicated by income data presented in Table XIII 

which shows part-time farmers as having an average product sales of only 

$1,250 in 1958--about half the product sales of the full-time farmers. 

Part-time farms averaged 75 acres in size; full-time farms averaged 125 

acres. 

Survey data in 1958 showed that the people who had quit farming 

were those who had had smaller farms under 20 acres in size. Only 

8 per cent had lived on farms with 200 acres or more. The average size 
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of all farms in the County in 1959 was 106 acres. Full-time farms were 

approximately 125 acres in size. It seems reasonable to assume that as 

non-farm opportunities became better and more numerous more farmers with 

larger size farms would be draim into industrial jobs. The decision of 

the farmer is mostly an economic one. He must weigh one alternative 

against the other. 

What Happened to the Farms 

Of the total of 168 non-farmers interviewed in 1958, 47, or 28 

per cent, were previous farm owners. These previous farm owners were 

asked "What did you do with your farm?" Over half of these reported they 

sold their farms; 25 per cent were sold and not combined with other 

farms. Approximately 28 per cent of the former operators rented their 

farms--half of which were combined with other farms and half not. Some 

13 per cent of these farm owners reported their farms were idle at 

present. The trend was toward selling rather than renting or letting 

them remain idle. These findings support a possibility mentioned earlier, 

that industrial development may increase farm ownership due to increased 

incomes brought about by new industrial jobs. Farmers have a strong 

tendency to own their farms, and they usually buy when they are financially 

able. 

The evidence here seems to indicate that the draining off of farm 

labor can contribute to farm enlargement. The question is, does subdi 

vision of other farms offset the tendency toward farm consolidation? 

Evidently, it did not in this instance. 
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The answer given most often to why the farm was idle was that the 

owner had a non-farm job. With the increase in industrial jobs in 

Lawrence County, this answer could easily be expected. Other answers 

given to why the farms remained idle were: (1) a shortage of farm labor, 

(2) physically unable to tend farm, and (3) farm sowed down in crops. 

Interestingly, not a single owner reported insufficient capital as a 

reason for an idle farm. 

Evidently the owners of idle farms have no intention of selling in 

the future. Not a single owner of an idle farm reported he intended to 

sell in the future. It seems that full-time farmers who continued to 

farm added to their farms by renting other land. Surprisingly, 23 per 

cent of the owners of idle farms who reported said they would let their 

land lie idle rather than sell. No one said he would return to farming. 

The data concerning idle farms above seems to support the view 

held by many people, that industrial development increases idle land by 

drawing owners into industrial work. This could very well be true in the 

early stages of industrial development. 

II. CHANGES IN FARM INPUTS 

Land and Land Tenure 

In 1959, about 62.5 per cent of the County's land area, or 

253,415 acres, was in farms (Table XIV). In 1954, about 74.2 per cent 

of the County, or 301,083 acres was in farms. Cropland made up 52.9 

per cent of the total land in farms in 1954 and 54.9 per cent of the total 

land in farms in 1959. Thus, from 1954 to 1959, total land in farms 



T
A
B
L
E
 
X
I
V
 

U
S
E
 
O
F
 
F
A
R
M
 
L
A
N
D
 
I
N
 
L
A
W
R
E
N
C
E
 
C
O
U
N
T
Y
 
I
N
 
1
9
5
4
 
A
N
D
 
1
9
5
9
 

1
9
5
4
 

1
9
5
9
 

C
h
a
n
g
e
 

L
a
n
d
 
U
s
e
 

%
o
f
 

7o
 
o
f
 

A
c
r
e
s
 

T
o
t
a
l
 

A
c
r
e
s
 

T
o
t
a
l
 

N
o
.
 

%
 

C
r
o
p
l
a
n
d
 
(
t
o
t
a
l
)
 

1
5
9
,
3
5
5
 

5
2
.
9
 
1
3
9
,
2
1
5
 

5
4
.
9
 

-
2
0
,
1
4
0
 
-
1
2
.
6
 

H
a
r
v
e
s
t
e
d
 

9
4
,
6
9
6
 

3
1
.
5
 

6
6
,
8
9
5
 

2
6
.
4
 

-
2
7
,
8
0
1
 
-
2
9
.
4
 

U
s
e
d
 
o
n
l
y
 f
o
r
 
p
a
s
t
u
r
e
 

3
5
,
5
0
5
 

1
1
.
8
 

3
6
,
0
1
5
 

1
4
.
2
 

5
1
0
 

1
.
4
 

N
o
t
 h
a
r
v
e
s
t
e
d
 
f
o
r
 
p
a
s
t
u
r
e
 

2
9
,
1
5
4
 

9
.
7
 

3
6
,
3
0
5
 

1
4
.
3
 

7
,
1
5
1
 

2
4
.
5
 

W
o
o
d
l
a
n
d
 
(
t
o
t
a
l
)
 

1
0
6
,
7
4
6
 

3
5
.
5
 

8
5
,
8
8
6
 

3
3
.
9
 

-
2
0
,
8
6
0
 
-
1
9
.
5
 

P
a
s
t
u
r
e
d
 

3
4
,
6
1
4
 

1
1
.
5
 

2
2
,
4
9
9
 

8
.
9
 

-
1
2
,
1
1
5
 
-
3
5
.
0
 

N
o
t
 
p
a
s
t
u
r
e
d
 

7
2
,
1
3
2
 

2
3
.
9
 

6
3
,
3
8
7
 

2
5
.
0
 

-
8
,
7
4
5
 
-
1
2
.
1
 

O
t
h
e
r
 
L
a
n
d
 
P
a
s
t
u
r
e
d
 

2
4
,
0
9
7
 

8
.
0
 

1
9
,
4
4
2
 

7
.
7
 

-
4
,
6
5
5
 
-
1
9
.
3
 

L
a
n
d
 
P
a
s
t
u
r
e
d
 
(
t
o
t
a
l
)
 

9
4
,
2
1
6
 

3
1
.
3
 

7
7
,
9
5
6
 

3
0
.
8
 

-
1
6
,
2
6
0
 
-
1
7
.
3
 

O
t
h
e
r
 
L
a
n
d
 

1
0
,
8
8
5
 

3
.
6
 

8
,
8
7
2
 

3
.
5
 

-
2
,
0
1
3
 
-
1
8
.
5
 

T
o
t
a
l
 
L
a
n
d
 
i
n
 
F
a
r
m
s
 

3
0
1
,
0
8
3
 

1
0
0
.
0
 
2
5
3
,
4
1
5
 

1
0
0
.
0
 

-
4
7
,
6
6
8
 
-
1
5
.
8
 

S
o
u
r
c
e
s
:
 

U
n
i
t
e
d
 S
t
a
t
e
s
 
B
u
r
e
a
u
 o
f
 
th

e 
C
e
n
s
u
s
,
 U
n
i
t
e
d
 
S
t
a
t
e
s
 
C
e
n
s
u
s
 
o
f
 A
g
r
i
c
u
l
t
u
r
e
:
 
1
9
5
9
.
 

Co
un
ti
es
. 
Vo

l.
 1
,
 P
ar
t 
3
1
,
 T
en

ne
ss

ee
 (
Wa

sh
in

gt
on

: 
Go

ve
rn

me
nt

 P
ri
nt
in
g 

Of
fi

ce
, 
19

61
),

 p
. 
14
8;
 a
nd

 
Un
it
ed
 
S
t
a
t
e
s
 
B
u
r
e
a
u
 o
f
 t
he

 
C
e
n
s
u
s
,
 U
n
i
t
e
d
 
S
t
a
t
e
s
 C
e
n
s
u
s
 
o
f
 A
g
r
i
c
u
l
t
u
r
e
:
 
1
9
5
4
.
 C
o
u
n
t
i
e
s
 
a
n
d
 

St
at
e 

Ec
on

om
ic

 A
re
as
. 
Vo
l 
1
,
 P
ar
t 
20

, 
Te

nn
es

se
e 
(W

as
hi

ng
to

n:
 G
ov
er
nm
en
t 
Pr
in
ti
ng
 O
ff

ic
e,

 1
95
6)
, 

p
.
 6
6
.
 

U
i
 

c
n
 



56 

declined 15.8 per, cent. Cropland and woodland accounted for most of the 

decrease in land in farms over the 1954-1959 period. All agricultural 

uses of land, with the exception of cropland not harvested, showed de 

creases over the 1954-1959 period. Industrial development increases 

the demand for non-agricultural uses of land, but it is doubtful that 

the total demand was that strong in Lawrence County between 1954 and 

1959. 

Data reviewed in research by the author revealed that there are 

more tenants in industrialized areas.^ The reason given for industrial 

regions having more tenants was that owners of farms near industrial 

areas often take other types of work, leaving the farms for tenants. The 

better markets near industrial areas offer the tenants more profits. 

Tenants may be forced to farm less acres; but, nevertheless, farming is 

more lucrative near the industrial areas. The fault in this argument is 

that those who could become tenants may take non-farm jobs even before 

the farm owners do. Then, there would be no tenant labor available. 

But, also there are several reasons for the reduction of tenants 

when industry moves into a community. Greater incomes, created by 

industrial development, enable a larger number of people to own farms. 

Industrial development competes with farming for land, raising the price 

of land and causing the marginal tenant to move out. Part-time farming 

Charles E. Allred and Jasper P. Burnett, The Effect of Industrial 
Development on Agriculture, Rural R.esearch Monograph No. 87 (Knoxville: 
The University of Tennessee Agricultural Experiment Station), pp. 32-34. 



57 

near industrial areas tends to reduce farm size, increasing the number 

of owners and decreasing the need for tenants. This is the line of logic 

considered by the author to be more tenable concerning the impact of 

industrialization on farm tenancy. The following data supports this 

view. 

The per cent of farms in Lawrence County operated by tenants 

decreased 10.4 per cent during the 1954-1959 period. Lawrence County 

had a farm tenancy rate of 13.4 per cent in 1959. Survey data indicated 

that over the 1958-1963 period the per cent of tenants remained almost 

constant. The per cent of owners showed a slight decrease, 77.3 to 74.1 

per cent, but the per cent of part-owners increased from 3.3 per cent in 

1958 to 11.1 per cent in 1963 (Table XV). 

The per cent of full-time farmers who were owners increased from 

71.9 per cent in 1958 to 81.4 per cent in 1963. The per cent of part-

time farmers who were owners decreased from 81.1 per cent to 70.3 per 

cent. The per cent of part-time farmers who were part owners increased 

over the 1958-1963 period. 

Labor and Wage Rates 

Due to advancement and improvement in production methods in 

agriculture and machinery, there is a smaller demand for labor on the 

farm today. One man can do the work today that it took two men to do 

25 years ago. Nevertheless, there is still a demand for labor on farms. 

There is still work to be done that cannot be done by machines. 

In the 1958 survey, 42 per cent of 122 full-time farmers reported 

a decreasing labor force over the 1953-1958 period; 51 per cent reported 
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TABLE XV 

TENURE OF LAWRENCE COUNTY FARMERS, 
1958 AND 1963 

Owner Part Owner Renter 
Year Status Total 

No. 7o No. % No. % 

1958 

Full-time 89 64 71.9 4 4.5 10 11.2 

Part-time 122 99 81.1 3 2.5 17 13.9 

Total 211* 163 77.3 7 3.3 27 12.8 

1963 

Full-time 17 14 81.4 0 0 3 17.6 

Part-time 37 26 70.3 6 16.2 5 13.5 

Total 54 40 74.1 6 11.1 8 14.9 

*Total includes 5 croppers and 9 hired workers. 
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a constant labor force; and only 7 per cent reported an increasing labor 

force. Part-time farmers reported a constant labor force over the sam'5 

period. The number of full-time workers over 17 years old, other than 

the operator on farms in Lawrence County, declined from an average of 

1.8 per farm in 1953 to less than 1 per farm in 1962. This decrease in 

number of workers for full-time farms was from an average of 2.3 workers 

per farm in 1953 to an average of 1.2 workers per farm in 1962. For 

part-time farms, the decrease was from an average of 1.4 workers in 1953 

to an average of .6 workers per farm in 1962. For both full-time and 

part-time farms, the decrease in average number of full-time workers per 

farm was about 50 per cent. Thus, it is clear that the number of hired 

or family workers, other than operator, is decreasing. 

Improvement in agricultural methods and machinery is not the sole 

reason for the decrease in farm labor. The more important reason is that 

labor is attracted into non-farm employment by higher wages. Farmers 

reported almost without exception they put their crops in the Soil Bank 

in 1958 because of (1) a labor shortage on their farms, or because (2) 

they feared they would not be able to hire enough labor at wages they 

could afford to pay to produce and harvest the crop. 

Industry does compete with farming for laborers, but is it 

reasonable to say that industrialization in Lawrenceburg accounted for 

all of the decrease in the farm labor force? It is not. Industrial 

development in other parts of the country or nation may have accounted 

for a m'ajority of the decreasing labor force. But industrial development 

in Lawrenceburg was a factor in the flow of local laborers from farm to 

non-farm employment. 
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To the question, "Have you had any trouble in recent years getting 

all the labor you needed?", 41 per cent of full-time farmers and 25 per 

cent of part-time farmers said "Yes!" in 1958. The most important reasons 

given were: (1) most farm laborers have taken non-farm jobs, and (2) 

available labor is not dependable when needed. Only about 6 per cent of 

all farmers said the reason for the labor shortage was because all the 

farmers needed help at the same time. 

It does appear that industrialization affects the quality and 

quantity of farm labor. Not only does industry draw laborers away from 

farms, but it perhaps attracts the most productive part of the agricul-

tural.labor force. The reason these productive laborers leave the farm 

is, in most cases, an economic one. They may personally prefer to live 

on the farm but the higher non-farm wages tip the scales in favor of 

industrial employment 

The return to labor is subject to the law of supply and demand. 

If it is true that industry competes with agriculture for labor, then 

wages should be higher in those areas where competition exists. Farm 

wage rates per day in 1953 in the County stood at $3.50; by 1958 the 

wage rate had increased to slightly over $5.00 per day. It is almost 

certain that industry was an important factor in increasing farm wage 

rates. 

The effects of increased farm wage rates are often misunderstood. 

Farmers will argue that increased farm wage rates is bad; laborers will 

say it is good. The truth is that higher farm wage rates can be both 

good and bad. Because of higher wage rates, farmers face problems in 
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adjusting their farm operations to changing local conditions. Clearly, 

this could be called an undesirable effect for individual farmers. But 

the economist might argue that farmers in general are better off when 

wage rates are high. This argument is based on the economic flow vari 

ables within an economy. With a constant propensity to consume, laborers 

will consume more as wage rates increase. This increased demand will 

raise prices of goods so that a better market exists for all goods. But, 

this is only part of the change, for farm prices in general will not 

increase as much as will most non-farm goods because of the inelastic 

demand for most farm products, which tends to dampen or even nullify the 

effect of increased industrial development on farm prosperity. 

There can be long run benefits accruing to individual farmers as 

a result of wage rate increases. Those farmers who are able to substi 

tute capital for labor and thereby reduce per unit cost of production 

may in the long run gain real advantages. The fact seems clear, though, 

that many farmers fail to make these adjustments and as a result suffer 

economic loss as a result of increases in wage rates. 

Capital Investment 

It seems reasonable to assume that industrialization would have 

an impact on capital investment by farmers. It was assumed earlier that 

industrial development increases income of both farmer and non-farmer. 

Industrial development increased non-farm income directly by increasing 

employment and increased farm income indirectly by drawing surplus farmers 

into non-farm employment and increasing the farm income share of the 

remaining farmers. 
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With the preceding relationships, there remains only one link to 

be fastened before it is possible to assume a direct relationship between 

industrial development and capital expenditures on the farm. Here, it 

is necessary to hold consumption for consumer goods constant in order to 

have a functional relationship between income and new investment. This 

assumption of the relationship between income and capital expenditure is 

purely economic--profit maximization. It must be assumed that farmers 

are led by profit motives, and that they will increase their capital 

expenditures whenever it is profitable to do so. If this is true, then 

farmers will increase their capital expenditures because, in general, more 

capital-intensive methods produce more at the same cost than less capital-

intensive methods.
2 

The preceding statement is assuming that the marginal 

productivity of capital is greater than the marginal productivity of the 

resources replaced by capital; the interest rate must be included also, 

because the percentage yield of the asset must exceed the interest rate. 

Capital expenditures did increase for full-time farmers from the 

1953-1958 period to the 1958-1963 period some 23 per cent (Table XVI), 

But part-time farmers decreased their average annual capital expenditures 

per farm from the 1953-1958 period to the 1958-1963 period 21 per cent 

from $280 in 1953-1958 to $220 in the 1958-1963 period. 

Considering the fact that a part-time farmer received an average 

of only $250 from his farm in 1958, one could conclude that the decision 

2 
Gardner Ackley, Macroeconomic Theory (New York: MacMillan 

Company, 1961), p. 467. 
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TABLE XVI 

AVERAGE CAPITAL EXPENDITURES FOR NEW INVESTMENT BY LAWRENCE 
COUNTY FARMERS, 1953-1958 AND 1958-1963 

Average Annual 
Status of Capital Expenditures Change 
Household Head (in five year periods) 1953-1958 to 1958-1963 

1953-1958 1958-1963 Dollar Per cent 

Full-time Farmer $183.15 $225.16 $42.01 23 

Part-time Farmer 280.01 220.98 -59.03 -21 

. I 

.r*— f I. 
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of the part-time farmers to spend less money on new investment was a 

rational decision. It could be that investment in part-time farms is 

not profitable. 

Another possible answer for the decrease in capital expenditures 

by part-time farmers from 1958 to 1963 could be that people who farmed 

and worked in industry also did the former solely for pleasure, paying 

little attention to the most profitable combination of capital and land. 

Part-time farmers were investing on the average about 40 per cent more than 

full-time farmers in 1953-1958 and almost as much as full-time farmers 

in the 1958-1963 period. This happened in spite of the fact that part-

time farms were smaller, produced less, and perhaps were not very profit 

able enterprises. This may suggest that the availability of funds to 

invest was of considerable importance. This could also mean that part-

time farms are really profitable in some sense. 

III. CHANGES IN EMPLOYMENT OF RURAL POPULATION 

In 1950, 77.0 per cent of the employed rural population were 

employed in agriculture. By 1960, this figure had declined to 40 per 

cent (Table XVII). 

Not only did total rural population employed decline over the 

decade, but there was a change in the distribution of rural residents 

employed. Rural farm population employed in non-agriculture actually 

increased over the 1950-1960 decade--a fact which is not too hard to 

understand. With increasing emphasis put on rural road development in 

most rural counties, rural residents are able to commute to work in the 
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city while continuing to live in the country. In this way the erstwhile 

farmer can secure for himself the better part of two worlds, the city 

riches and at the same time, the peace and quiet of the farm. This is 

much easier to do in a small industrial region. 

In types of occupation, Lawrence County's rural residents showed 

many changes over the 1950-1960 decade (Table XVIII). Those occupational 

categories which declined were: farmers and farm managers (-65.1 per 

cent); manager, officials, and proprietors (-20.3 per cent); farm laborers 

and unpaid family workers (-73.5 per cent); and other laborers (-20.3 

per cent). The largest increases were made by operatives and kindred 

workers (113.8 per cent); clerical and kindred workers (90.6 per cent); 

and craftsmen, foreman, and kindred workers (48.5 per cent). These 

employment trends for the population are consistent with other data used 

for support of the thesis presented in this report. 

Survey data showed no significant differences in job classification 

between part-time farmers and rural non-farm workers (Table XIX). Around 

33 per cent of part-time farmers in 1958 were employed as laborers, other 

than farm and mine, compared to 37 per cent for rural non-farm workers. 

Craftsmen and foremen made up 27 per cent of part-time farmers and 23 

per cent of rural non-farm workers. 

Data for part-time farmers and rural non-farm workers showed 

practically no difference in type of industry (Table XX). Manufacturing 

was the predominant type of industry with 41 per cent for both the part-

time farmer and the rural non-farm worker. 
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TABLE XIX 

JOB CLASSIFICATION BY STATUS OF HOUSEHOLD HEAD 

LAWRENCE COUNTY, 1958 

Total No. Per Part-time Per Non-Farm Per 
Job Classification 

of Peonle Cent Farmer Cent Workers Cent 

Professional, 
Technical,and 
Kindred Workers 11 4 4 3 7 5 

Manager, Officials, 
and Proprietor 22 7 16 10 6 4 

Clerical and 

Kindred Workers 12 4 6 4 6 4 

Sales Workers 14 5 9 6 5 3 

Craftsmen, Foremen 76 25 42 27 34 23 

Operative and 
Kindred 30 10 14 9 16 11 

Laborers, Except 
Farm and Mine 106 35 52 33 54 37 

Occupation not 
Reported 19 6 10 6 9 6 

Others 12 4 4 3 8 6 

Totals 302 157 145 
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TABLE XX 

TYPE OF EMPLOYMENT FOR RURAL RESIDENTS IN LAWRENCE COUNTY IN 1958 

Type of Industry Total No. 

of Peonle 

Per 

Cent 

Part-time 

Farmer 

Per 

Cent 

Non-Farm 

Workers 

Per 

Ceni 

Construction 57 20 28 19 29 21 

Manufacturing 117 41 61 41 56 41 

Transportation, 
Commercial, and 
Public Utilities 16 . 6 10 7 6 4 

Wholesale and 

Retail Trade 32 11 18 12 14 10 

Public Administration 30 11 14 10 16 12 

Other 32 11 16 11 16 12 

Totals 284 147 137 
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IV. INCOME AND LEVEL-OF-LIVING 

Total net farm income for the county decreased from 1954 to 1959; 

but because the number of farmers in the County decreased over the 

period, average family farm income increased from 1954 to 1959. Total 

net farm income decreased 27 per cent in Lawrence County and 16 per cent 

in Tennessee from 1955 to 1962 (Table XXI). 

Farm product sales in Lawrence County increased 15 per cent from 

1954 through 1959 (Table XXII). Crop receipts decreased 2 per cent while 

total value of livestock products sold increased 54.5 per cent. The 

State showed even a greater decline in crop sales during the 1954-1959 

period (-17.4 per cent), while livestock and livestock product sales 

increased 58.7 per cent. Unlike the State, Lawrence County showed a 

decrease in poultry and poultry products sold and in dairy products sold 

for the 1954-1959 period. Average farm product sales for Lawrence 

County's farmers increased from $1,577 in 1954 to $2,345 in 1959, an 

increase of 49 per cent. The State had a 73 per cent increase in 

average farm product sales during the same time period. One of the 

factors that accounts for the difference in average farm product sales 

between Lawrence County and the State is field crops, other than vege 

tables, fruits, and nuts, sold. The State had a 14.6 per cent increase 

compared to a 1.1 increase for Lawrence County. Reference was made 

earlier to the fact that Lawrence County experienced a change in type of 

farming from general farming to a more specified type during the 1954-

1959 period. 
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Part-time farmers had the highest average income in the rural 

population. From a survey of 380 rural households taken in 1958, it 

was estimated that the net family income of part-time farmers was 

approximately $3,950. A total of $3,600 was earned off the farm, and 

the farm contributed a net of $350. Non-farm worker families had an 

average income of $3,450. Full-time farmers had family earnings of only 

$1,000. Family heads who were unemployed at the time of the survey 

reported an average income of $800, while households with retired and 

disabled heads reported an average income of $500 (Table XXIII). 

The average income for all 380 families surveyed was $2,565. 

These income figures indicate that the rural population has kept pace 

with the County in income growth because the rate of increase in rural 

income has been as great as the rate of increase in income for the entire 

County over the 1954-1962 period. The effects of industrial development 

in Lawrenceburg seems to have aided not only the families in Lawrenceburg, 

but those of the entire County. Rural residents prosper because new 

industry in the city offers employment for the under employed farmers, 

leaving a larger share of the farm income pie for the rural residents 

left on the farm. 

The preceding data on family income for rural residents indicate 

that the greatest increase in income was made by families which changed 

from full-time farming to part-time farming or^to non-farm employment. 

Part-time farmers were earning about four times as much income in 1958 

as full-time farmers were earning in 1950. This fact alone explains why 

Lawrence County led all counties in Tennessee in change in per cent of 
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farm operators working off farm one hundred days or more between 1954-

1959. It also helps to explain why Lawrence County ranked high with all 

Tennessee counties in change in per cent of farm families whose other 

income exceeds the value of farm products sold 1954-1959 (21.8 per cent). 

The farm operator level-of-living indexes published by the 

Economic Research Service included the following items: (1) average value 

of sales per farm, (2) average value of land and buildings per farm, 

(3) percentage of farms with telephones, (4) percentage of farms with 

home freezers, and (5) percentage of farms with automobiles. Weights for 

these items were derived through a factor analysis of data from the 1959 

census of agriculture. This farm operator level-of-living index for 

Lawrence County operators was twenty-six in 1950. By 1959, this index 

had increased to seventy-two, a 177 per cent increase over the period. 

This considerable increase in level-of-living index raised Lawrence 

County farm operators from the low ranks in 1950 to the high ranks in 

1959 when Lawrence County is compared with other counties in the State. 

When compared with all counties in the United States, Lawrence County 

rose from the bottom quintile in 1950 to near the fourth quintile in 1959. 

Lawrence County actually ranked above the average of all the states in 

the East South Central Region, with the exception of Kentucky which it 

tied in 1959. 

3 
James D. Cowhig, Farm Operator Level-of-Living Indexes for Counties 

of the United States. 1950 and 1959. U. S. Department of Agriculture, Statis 
tical Bulletin No. 321, Economic Research (Washington: Government Printing 
Office, 1962), p. 51. 
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These indexes quoted above do point out the combined growth of 

all economic variables in Lawrence County over the 1950-1959 period; for 

the level-of-living of farm operators could not increase very much 

without increased employment and income. 

A level-of-living score was taken in Lawrence County by survey 

in 1956 and again in 1963. The Sewell system of deriving level-of-living 

scores was used. Items included were types of house construction, room-

person ratio, water piped into house, food freezers, televisions, tele 

phones, automobiles, newspapers and magazines, and education levels. 

Part-time farmers had the highest level-of-living score in 1963, 

as they did in 1956 (Table XXIV). The income data presented earlier 

indicated that part-time farmers had the highest average income. But it 

is interesting to note that full-time farmers had the largest percentage 

increase over the 1956-1963 period. Evidently, part-time farmers were 

better off comparatively in 1956 than they were in 1963. Non-farm workers 

showed a 10 per cent increase in their level-of-living score over the 

period. The unemployed and retired both showed increases in their level-

of-living scores over the 1956-1963 period. 

V. ATTITUDE TOWARD NEW INDUSTRY 

In the 1958 and in the 1963 surveys the people interviewed were 

asked, "Do you think new factories have been good for the farmers?" 

Approximately 75 per cent of 285 rural people interviewed in 1958 

reported that factories had been good for the farmers (Table XXV). 

Naturally, part-time farmers and non-farm workers saw industrial 
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TABLE XXIV 

LEVEL-OF-LIVING SCORES FOR RURAL RESIDENTS 

LAWRENCE COUNTY 

1956 AND 1963 

Level-of-Living Scores .Change
Head of Households 

1956 1£6^ 1956-1963 

Full-time Farmer 59 67 8 

Part-time Farmer 64 70 6 

Non-farm Worker 63 69 6 

Unemployed 54 58 4 

Retired 58 62 4 

Disabled 50 64 14 



T
A
B
L
E
 
X
X
V
 

A
T
T
I
T
U
D
E
 
OF

 R
U
R
A
L
 R
E
S
I
D
E
N
T
S
 I
N
 L
A
W
R
E
N
C
E
 C
O
U
N
T
Y
 T
O
W
A
R
D
 I
N
D
U
S
T
R
I
A
L
 D
E
V
E
L
O
P
M
E
N
r
 I
N
 1
9
5
8
 

T
o
t
a
l
 
N
o
,
 
F
u
l
l
-
t
i
m
e
 

P
a
r
t
-
t
i
m
e
 

N
o
n
-
F
a
r
m
 

R
e
s
p
o
n
s
e
*
 

N
o
,
 

%
 

N
o
,
 

%
 

N
o
,
 

7.
 

N
o
.

%
 

N
o
.
 

7o
 

N
o
.
 

7„
 

N
o
.

%
 

Y
e
s
 

2
8
5
 

7
5

6
1
 

6
8
 

9
9
 

8
1

8
1
 

7
7

9
 

6
0

3
2
 

7
6

3
 

4
3
 

N
o
 

5
1
 

1
3

1
5
 

1
7

1
4
 

1
2

1
2

1
1

3
 

2
0

6
1
4

1
 

1
4
 

N
o
 
R
e
s
p
o
n
s
e
 

4
5
 

1
2

1
3
 

1
4

9
 

7
1
3

1
2

3
 

2
0

4
1
0

3
 

4
3
 

T
o
t
a
l
s
 

3
8
1
 

8
9
 

1
2
2
 

1
0
6
 

1
5
 

4
2

7
 

*
R
e
s
p
o
n
s
e
 
to
 t

he
 
qu

es
ti

on
 "
D
o
 y
ou
 t
hi
nk
 f
ac
to
ri
es
 h
a
v
e
 b
e
e
n
 g
oo
d 

fo
r 

th
e 
f
a
r
m
e
r
?
"
 

> 
i-

0
0
 



79 

development more favorably than full-time farmers. Close to 81 per cent 

of all part-time farmers said new factories were good for the farmers 

while 68 per cent of all full-time farmers reported that new factories 

had been good for Lawrence County's farmers. 

Of those giving comments relating to what good new factories were 

for farmers, 37 per cent reported that more jobs were available for 

farmers and their wives, giving one member of the family an opportunity 

to work off the farm and increase the family income. Approximately 11 

per cent said that farmers benefited from new industry because of the 

market developed for farm products. Another 5 per cent said new factories 

increased the value of land. 

These answers are only personal beliefs and as such simply 

reflect the attitude of the rural population toward industrial develop 

ment. Even though they may not have seen the long run effects of new 

investment, they could see the immediate benefit of new jobs and higher 

wages. The concensus of the rural population at the time the survey was 

made was clearly favorable. 

VI. NEW INDUSTRY: A PROBLEM 

New industry does not help everyone. Some of the good results of 

industrial development, that is, employment and income increases, have 

already been discussed. But there remain some problems created by 

industrial development that must be considered in order to give a true 

picture of the impact of new industry on a rural community. 
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The impact of industrial development on farm wages was discussed 

earlier but is mentioned here again to point out some farm problems 

created. When wage rates increase, farmers have to adjust if they are 

to use the most profitable combination of land, labor, and capital. 

Usually higher wage rates will increase the capital-intensity of pro 

duction. More capital would probably increase the need for a larger 

farm. And it has already been shown how larger farms do not come easy 

around industrial areas. The price and value of land are bid up by 

competition for the land, So, higher farm wage rates start a reaction 

which can only lead to a farm adjustment problem. 

Industrial development may also cause a problem for some businesses 

because of sales redistribution. Beginning in 1957 Lawrence County 

farmers began to put a larger portion of their cotton, wheat, and tobacco /I 

allotments into the Soil Bank. This precipitous drop in crop acreage 

resulted in serious secondary effects upon local farm service businesses. 

For example, a leading tractor agency reported a 50 per cent decrease in 

tractor sales from 1955-1956 to 1957-1958. Meanwhile, some fellow mer 

chants were enjoying a booming business in automobiles, home appliances, 

and building materials. 

It seems that economic growth is not completely cost-free. Some 

people must pay the price. These losses are the unavoidable costs of 

progress. Some economists say that these problems can be lessened or 

even solved by private and public action. 
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To summarize this chapter on the impact of industrial development 

upon agriculture,points will be restated. There were considerable 

changes in farms and types of farming over the period under study. Total 

land in farms declined 15.8 per cent from 1954 to 1959. The number of 

farms decreased in the County from 3,154 in 1954 to 2,438 in 1959, a 

22.3 per cent decrease. All agricultural uses of land, with the exception 

of cropland not harvested, decreased over the 1954-1959 period. Field 

crops made up the largest percentage of the decrease in total farm 

acreage over the period. The number of livestock farms increased over 

the period. The average size of farms in Lawrence County rose from 95.1 

acres in 1954 to 105.6 acres in 1959, a 12.2 per cent increase. 

It was concluded that the impact of industrial development 

influenced farm tenure and the use of inputs on the farm. The per cent 

of farms in Lawrence County operated by tenants decreased 10.4 per cent 

over the 1954-1959 period. The per cent of owners increased slightly 

and the per cent of part-owners increased during the same time period. 

Farm labor decreased while the farm wage rate increased. Capital expendi 

tures increased for the total of all farmers. The trend was toward more 

capital-intensity methods of producing goods with less use of labor. 

The employment of the rural farm population changed considerably 

over the period under study. In 1950, 77.0 per cent of the employed 

rural population were employed in agriculture compared to 40 per cent in 

1960. Over the period, agricultural employment dropped from first to 

third. 
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While total farm income decreased for the County, average family 

farm income increased. At the same time the farm operator level-of-

living index increased for the County. 

Though most of the effects of economic growth were considered to 

benefit the County and the farm, there were some problems created. Some 

businesses suffered the effects of sales redistribution because of the 

decline in crop acreage, and farmers were forced to readjust because of 

higher wage rates created by the increased demand for labor. But, 

despite these shortcomings, a majority of the rural residents were 

clearly in favor of the economic growth. 

ri • T..'s ■-». 
r. 
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CHAPTER IV 

IMPACT OF INDUSTRIAL DEVELOPMENT ON LOCAL GOVERNMENT 

The county government and the Lawrenceburg city government were 

the governmental units considered in this analysis. The main objective 

was to show the impact of industrial development within the city of 

Lawrenceburg and the effects within the County caused by the economic 

adjustments accompanying industrial developments in the County. 

Several changes in governmental units may occur because of 

industrial development. But these changes do not occur systematically 

to every industrial change. Local governments are similar to private 

firms in their reaction patterns. They react to the same stimulus, but 

they may react differently. Governmental units are subject to diseconomy 

and economy of scale effects. Governmental units with different cost 

structures and varying wants and needs add up to different units. That 

is the reason all units of government do not react in the same manner. 

I. RECEIPTS AND DISBURSEMENTS 

There was a considerable increase in receipts and disbursements 

in Lawrence County over the 1954-1963 period, with the largest increase 

coming after 1960. There was a noticeable increase in county receipts 

from 1956 to 1957. Disbursements were greater than receipts in 1956, 

1959, and 1963 (Table XXVI). During all these periods a large portion 

of the county receipts came from state aid. For example, per capita 

83 
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TABLE XXVI 

RECEIPTS AND DISBURSEMENTS FOR LAWRENCE COUNTY 

1954-1963 

Year Receipts Disbursements 
Excess 

(Deficit) 

1954 $1,511,910 $1,441,761 $70,149 

1955 1,630,954 1,604,015 26,939 

1956 1,639,701 1,708,653 (68,952) 

1957 1,871,604 1,844,604 27,000 

1958 1,862,645 1,779,468 83,177 

1959 1,699,301 1,733,243 (33,942) 

1960 1,864,272 1,815,419 48,853 

1961 2,246,192 2,196,544 49,648 

1962 2,528,112 2,437,669 90,443 

1963 2,048,243 2,057,363 ( 9,120) 

Sources; Tennessee Taxpayers Association, County City and Town 
Government in Tennessee. Research Report Nos. 122,127, 139, 153, 156 
(Nashville: Tennessee Taxpayers Association, 1957, 1958, 1960, 1963, 
1964), PP* ^6, 46, 34, 42, and 36, respectively. 
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state aid to Lawrence County was $55.99 in 1963, ranking sixty-fourth 

among all counties in Tennessee arranged in descending order of per 

capita state aid received by all counties. State aid made up 66.7 per 

cent of total receipts in Lawrence County in 1956 and 70.8 per cent of 

total receipts in 1963. State aid made up 26.7 per cent of total 

receipts in Lawrenceburg in 1956 compared to 23.8 per cent in 1963. 

In 1956 Lawrence County ranked high, among all counties in the 

State, in state aid that exceeded total local property taxes with 168 

per cent. In 1963, the per cent figure was only 117 per cent. Per 

capita state aid exceeded per capita taxes levied in Lawrence County by 

only $30.13 in 1963. Since 1956 this amount has been decreasing con 

stantly; a sign that Lawrence County has been growing economically and 

is reaching a stage where the County, unlike some other rural counties, 

is becoming less dependent on larger counties for economic aid. 

Lawrenceburg showed a much larger percentage increase in both 

receipts and disbursements over the 1955-1963 period than Lawrence 

County (Table XXVII). Disbursements exceeded receipts in 1958, 1959, 

and 1962. Receipts actually declined in Lawrenceburg between 1956 and 

1957 while disbursements remained about constant. 

II. OPERATING EXPENSES 

The cost of operating the various functions of local government 

in Tennessee is increasing every year. State figures indicate that local 

governments are averaging about a 7 per cent increase in expenditures 

every year. The analysis of expenditures of all Tennessee county govern 

ments for fiscal 1956 shows that $93.3 millions or 58 ppr cent was 
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TABLE XXVII 

RECEIPTS AND DISBURSEMENTS FOR LAWRENCEBURG, 
1955-1963 

Year Receipts Disbursements 
^ 

Excess 
(Deficit) 

1955 $174,464 $173,203 $ 1,261 

1956 240,106 226,406 13,700 

1957 223,490 226,340 2,640 

1958 266,842 269,891 ( 3,049) 

1959 279,570 297,589 (18,019 

1960 299,426 290,144 9,282 

1961 324,127 323,019 1,108 

1962 349,374 373,522 (24,148) 

1963 427,221 382,109 45,112 

Source: Tennessee Taxpayers Association, County City and Town 
Government in Tennessee. Research Report Nos. 122, 127, 139, 153, 156 
(Nashville: Tennessee Taxpayers Association, 1957, 1958, 1960, 1963, 
1964), pp, 76, 76, 63, 71, and 66, respectively. 
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expended for the operation of county public school systems. By 1963 

public school expenditures had climbed to $150,2 millions, which was 

still 58 per cent of total expenditures (Table XXVIII). As in most other 

counties, public schools accounted for the largest item of expense in 

Lawrence County, 50 per cent in 1956 and 58,5 per cent in 1963, 

III. DEBT 

The debt of Lawrence County, as well as most counties, was 

increasing at a steady rate. But the increase in total and net bonded 

debts have not been as large in Lawrence County as they have been in all 

counties in Tennessee from 1956 to 1963, Lawrence County had a 38 per 

cent increase in total bonded debt over the 1956-1963 period while all 

counties had an 80 per cent increase in total bonded debt and 87 per cent 

increase in net bonded debt. The increase in per capita debt, both total 

and net, for Lawrence County was also considerably less than that for 

the total of all counties in Tennessee, These debts just quoted belong 

to one of the two general types of Industrial Building Bonds: General 

Obligation Bonds, The other type is Revenue Bonds, General Obligation 

Bonds are solely the obligation of the local government involved. The 

principal and interest is usually paid by the rent from the local industry 

concerned, but it is not pledged. Revenue Bonds are not a direct obliga 

tion of the municipality or county. The revenues or rents of the respec 

tive systems are pledged to principal and interest payments. Since the 

Revenue Bonds are not a direct responsibility of the government, they are 

not included in the total and net figures above, ^e difference between 
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the total bonded debt and the net bonded debt amounts to the sinking 

funds available plus any other appropriations. 

Lawrenceburg's total bonded debt increased from $924,000 in 1956 

to $1,630,000 in 1963, a 79 per cent increase (Table XXIX). But net 

bonded debt decreased 7 per cent during the same time period. 

It is interesting to note that Lawrence County did not issue any 

funding or refunding bonds from 1956 to 1963. Generally, funding bonds 

are the result of poor fiscal management and inadequate budgetary con 

trol. These bonds are used mostly to liquidate notes. Refunding bonds 

are usually issued when bonds mature and no provisions have been made to 

pay them. There is one exception to this action though. It is sometimes 

possible to call outstanding bonds and re-issue them at a lower interest 

rate. Counties in Tennessee issued $29.4 millions of funding and refund 

ing bonds in 1956 and $18.4 millions in 1963. Lawrenceburg did issue 

funding and refunding bonds in 1956. Funding bonds issued ammounted to 

$167,000 and refunding bonds amounted to $23,000. In 1963 the city 

issued $236,000 funding bonds and no refunding bonds.^ 

Public schools made up the bulk of the bonded debt in Lawrence 

County, as well as for all counties in Tennessee. Total bonded debt 

increased at a faster rate for all counties than for Lawrence County, the 

same as was true of county expenditures. The impact of industrial 

Tennessee Taxpay'ers Association, Coimty City and Town Government 
in Tennessee. Research Report No. 156 (Nashville; Tennessee Taxpayers 
Association, 1964), p. 80; and Tennessee Taxpayers Association, County 
City and Town Government in Tennessee. Research Report No. 122 (Nashville: 
Tennessee Taxpayers Association, 1957), p. 91. 
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TABLE XXIX 

TOTAL GROSS, NET, AND PER CAPITA DEBTS FOR LAWRENCEBURG, 
LAWRENCE COUNTY, AND ALL COUNTIES (TOTALED), 

1956 AND 1963 

Total Net Per Capita Per Capita 
Bonded Bonded Total Net 

Year Debt Debt Debt Debt 

Lawrence County 

1956 $ 1,726,000 $ 1,587,109 $59.89 $55.07 
1963 2,382,000 2,188,765 80.92 78.82 

Change 1956-1963 
dollar 656,000 599,656 21.03 23.75 

per cent 38.0 37.8 35.1 43.1 

All Counties 

1956 $188,055,732 $174,670,595 $57.13 $53.75 
1963 339,393,082 326,488,035 95.15 92.54 

Change 1956-1963 
dollar 151,337,350 151,817,440 38.02 38.79 

per cent 80.5 86.9 66.5 72.2 

Lawrenceburg 

1956 $ 924,000 $ 248,793 $146.67* $39.49* 
1963 1,650,000 232,391 194.12* 27.34* 

Change 1956-1963 
dollar 726,000 16,402 47.45 -12.15 

per cent 78.6 -6.6 32,4 -30.8 

*Estiniated. 

Sources: Tennessee Taxpayers Association, County City and Town 
Government in Tennessee. Research Report No. 156 (Nashville: Tennessee 
Taxpayers Association, 1964), pp. 42, 43, and 73; and Tennessee Taxpayers 
Association, County City and Town Government in Tennessee. Research Report 
No. 122 (Nashville: Tennessee Taxpayers Association, 1957), pp. 52, 53, 
and 83. 
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development upon bonded debt for the County was exerted unevenly among 

purposes for which bonds were issued (Table XXX). Bonds sold for school 

purposes were affected to a greater degree, due to the greater demand 

for school services created by better economic conditions. 

Unlike Lawrence County, Lawrenceburg issues the major portion of 

its bonds for public improvements and city-oxmed utilities rather than 

for schools (Table XXXI). Lawrenceburg increased its General Obligation 

Bonded debt 79 per cent from 1956 to 1963. The increase for Lawrenceburg 

was much larger than that for the County. 

IV. PROPERTY TAXES 

It was mentioned earlier that civic leaders may have dual goals 

in establishing new industry. One goal may be to increase employment, 

income, and level-of-living for the residents of the county. The other 

goal, and the one discussed here, may be to increase the property tax 

base for the county and city. 

Unless there is an increase in wealth, the existing property tax 

may become burdened with increased taxes. The only way an area can 

increase its property tax receipts without having new property develop 

ments is to raise the tax rate or the assessment rate. And some counties 

in Tennessee have been doing just that. The counties increased their 

property tax load 134 per cent over the 1954-1963 period while the cities 

increased their property taxes by 70 per cent. Many of the county 

increases of the last several years can be attributed to reassessment 

programs. 



 
 

 

 

T
A
B
L
E
 
X
X
X
 

P
U
R
P
O
S
E
S
 
F
O
R
 
W
H
I
C
H
 
B
O
N
D
S
 
W
E
R
E
 
I
S
S
U
E
D
 
I
N
 
L
A
W
R
E
N
C
E
 
C
O
U
N
T
Y
 

A
N
D
 A
L
L
 
C
O
U
N
T
I
E
S
 (
T
O
T
A
L
)
,
 1
9
5
6
 
A
N
D
 
1
9
6
3
 

R
o
a
d
s
 
&
 

T
o
t
a
l
 

Y
e
a
r
 

S
c
h
o
o
l
s
 

H
o
s
p
i
t
a
l
s

B
r
i
d
g
e
s
 

A
l
l
 P
u
r
p
o
s
e
s
 

L
a
w
r
e
n
c
e
 
C
o
u
n
t
y
 

1
9
5
6
 

$
 

3
5
0
,
0
0
0
 

$
 
1
,
1
8
1
,
0
0
0
 

$
 

1
9
5
,
0
0
0
 

$
 
1
,
7
2
6
,
0
0
0
 

1
9
6
3
 

4
5
5
,
0
0
0
 

1
,
6
7
2
,
0
0
0
 

25
5_

,0
00

 
2
,
3
8
2
,
0
0
0
 

C
h
a
n
g
e
 
1
9
5
6
-
1
9
6
3
 

d
o
l
l
a
r
s
 

1
0
5
,
0
0
0
 

4
9
1
,
0
0
0
 

6
0
,
0
0
0
 

6
5
6
,
0
0
0
 

p
e
r
 
c
e
n
t
 

3
0
,
0
 

4
1
.
6
 

3
0
.
8
 

3
8
.
0
 

To
ta

l ̂
11

 C
ou
nt
ie
s 

1
9
5
6
 

$
 
1
9
,
9
0
6
,
2
1
1
 

$1
20
,6
13
,9
00
 

$
 
9,
52
3,
00
0 

$
1
8
8
,
0
5
5
,
7
3
2
 

1
9
6
3
 

1
7
,
0
4
8
,
3
3
4
 

2
4
3
,
2
4
1
,
7
0
0
 

1
5
,
4
6
3
,
0
0
0
 

3
3
9
,
3
9
3
,
0
8
2
 

C
h
a
n
g
e
 
1
9
5
6
-
1
9
6
3
 

d
o
l
l
a
r
s
 

-
2
,
8
5
7
,
8
7
7
 

1
2
2
,
6
2
7
,
8
0
0
 

5
,
9
4
0
,
0
0
0
 

1
5
1
,
3
3
7
,
3
5
0
 

p
e
r
 
c
e
n
t
 

-
1
4
,
4
 

1
0
1
,
7
 

6
2
,
4
 

8
0
.
5
 

S
o
u
r
c
e
s
:
 

T
e
n
n
e
s
s
e
e
 
T
a
x
p
a
y
e
r
s
 
A
s
s
o
c
i
a
t
i
o
n
,
 C
o
u
n
t
y
 
C
i
t
y
 
a
n
d
 
T
o
w
n
 
G
o
v
e
r
n
m
e
n
t
 i
n
 
T
e
n
n
e
s
s
e
e
.
 

Re
se

ar
ch

 
Re
po
rt
 N
o
,
 1
5
6
 (
Na
sh
vi
ll
e:
 T
en

ne
ss

ee
 
Ta
xp
ay
er
s 

As
so

ci
at

io
n,

 1
9
6
4
)
,
 p
p.
 4
5
 a
nd

 4
6
;
 a
nd
 

T
e
n
n
e
s
s
e
e
 
T
a
x
p
a
y
e
r
s
 
A
s
s
o
c
i
a
t
i
o
n
,
 C
o
u
n
t
y
 
C
i
t
y
 
a
n
d
 
T
o
w
n
 
G
o
v
e
r
n
m
e
n
t
 i
n
 
T
e
n
n
e
s
s
e
e
,
 R
e
s
e
a
r
c
h
 
R
e
p
o
r
t
 

N
o
,
 1
22

 (
Na

sh
vi

ll
e:

 
Te
nn
es
se
e 

Ta
xp
ay
er
s 

A
s
s
o
c
i
a
t
i
o
n
,
 1
9
5
7
)
,
 p
p
,
 5
4
 a
nd

 5
5
.
 

l
s
>
 



 

T
A
B
L
E
 
X
X
X
I
 

PU
RP

OS
ES

 F
O
R
 W
H
I
C
H
 L
A
W
R
E
N
C
E
B
U
R
G
 C
IT

Y 
B
O
I
D
S
 W
E
R
E
 I
S
S
U
E
D
,
 

1
9
5
6
 
A
N
D
 
1
9
6
3
 

Y
e
a
r
 

St
re
et
s 

Ut
il
it
ie
s 

^ 
Ot

he
r 

Fu
nd

in
g 

Re
fu
nd
in
g 

To
ta
l 

I
m
p
r
o
v
e
m
e
n
t
s
 

°
 

1
9
5
6
 

$
9
5
,
0
0
0
 
$
 
6
3
4
,
0
0
0
 

$
5
,
0
0
0
 

$1
67

,0
00

 $
23
,0
00
 $
 9
24

,0
00

 

1
9
6
3
 

6
2
,
0
0
0
 

1
,
3
5
2
,
0
0
0
 

0
 

2
3
6
,
0
0
0
 

0
 1
,
6
5
0
,
0
0
0
 

C
h
a
n
g
e
 
1
9
5
6
-
1
9
6
3
 

d
o
l
l
a
r
s
 

-
3
3
,
0
0
0
 

7
1
8
,
0
0
0
 

-
5
,
0
0
0
 

6
9
,
0
0
0
 -
2
3
,
0
0
0
 

7
2
6
,
0
0
0
 

p
e
r
 
c
e
n
t
 

-
3
4
.
7
 

1
1
3
.
2
 

-
1
0
0
.
0
 

4
1
.
3
 
-
1
0
0
.
0
 

7
8
.
6
 

S
o
u
r
c
e
s
:
 

T
e
n
n
e
s
s
e
e
 
T
a
x
p
a
y
e
r
s
 
A
s
s
o
c
i
a
t
i
o
n
,
 C
o
u
n
t
y
 C
i
t
y
 a
n
d
 
T
o
w
n
 
G
o
v
e
r
n
m
e
n
t
 
i
n
 
T
e
n
n
e
s
s
e
e
.
 

Re
se

ar
ch

 R
e
p
o
r
t
 N
o.
 
15

6 
(N
as
hv
il
le
: 
Te

nn
es

se
e 

Ta
xp
ay
er
s 
A
s
s
o
c
i
a
t
i
o
n
,
 1
9
6
4
)
,
 p
. 
7
9
;
 a
nd
 
Te

nn
es

se
e 

T
a
x
p
a
y
e
r
s
 
A
s
s
o
c
i
a
t
i
o
n
,
 C
o
u
n
t
y
 C
i
t
y
 a
nd

 
T
o
w
n
 
G
o
v
e
r
n
m
e
n
t
 i
n
 T
e
n
n
e
s
s
e
e
.
 R
e
s
e
a
r
c
h
 R
e
p
o
r
t
 N
o
.
 
1
2
2
 

(N
as
hv
il
le
: 

Te
nn

es
se

e 
Ta
xp
ay
er
s 

As
so

ci
at

io
n,

 1
9
5
7
)
,
 p
.
 9
2
.
 

V
O
 



94 

Over the 1955-1962 period Lawrence County did not increase its 

property tax levied as much as all counties did (Table XXXII). Lawrence 

County levied and collected $383,683 from property taxes in 1955 and 

$622,477 in 1962, which amounted to a 62 per cent increase over the 

period. This increase in the tax assessment was due largely to economic 

growth because the assessed value percentage of actual value decreased 

from 30 per cent in 1955 to 18 per cent in 1964 and the tax rate per 

$100 valuation increased only $0.55 over the period. Of the total increase 

in taxes collected ($238,794), approximately 15 per cent can be attributed 

to the tax rate increase. The remaining 85 per cent can be attributed to 

economic growth. The increase in taxes collected in Lawrenceburg can be 

attributed solely to economic growth because the per cent assessment of 

actual value decreased and the tax rate remained constant from 1956 to 

1963. All counties as a total had a 79 per cent increase in property 

taxes levied and collected during the same period. Of the $51,756,315 

increase in collections, approximately 48 per cent can be attributed to 

tax and assessment increases and 52 per cent to economic growth. 

No change occurred in the Lawrenceburg nominal county tax between 

1953 and 1962, but the Lawrence County tax rate did increase 37 per cent 

between 1954 to 1963 (Table XXXHI). The county tax rate was $2.84 in 

1954 and $3.85 in 1963. The State median tax rate increased from $3.00 

per hundred dollars assessed value in 1954 to $3.80 in 1963, an increase 

of 27 per cent over the period. 

Total property assessment in the County increased 37 per cent over 

the 1953-1962 period compared with a 93 per cent increase in Lawrenceburg 

(Table XXXIV). Per capita assessment followed that of total assessment 
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in the County, but per capita assessment in Lawrenceburg increased much 

less than total assessment due to the population increase in Lawrenceburg. 

Evidently Lawrenceburg has not followed the property tax trends 

set by other cities and towns in Tennessee. These cities, unlike the 

counties, have been able to finance a greater portion of fheir operations 

from revenue other than the property tax. As an example, the city 

property fex pirovided 45 per cent of the revenue needed in 1952 and only 

31 per cent of the needed revenue in 1962- The Lawrenceburg city property 

tax provided 26 per cent of the revenue needed in 1962. 

V. STATE AID 

State aid to Lawrence County has increased since 1956, but not at 

the s^me rate state aid has ^.ncreased to all Tennessee counties (Table 

XXXV). The total amount of state aid distributed to Lawrence County 

in 1956 was $1,093,621; the amount in 1963 was $1,450,260. The per cent 

increase in state aid distributed to Lawrence County was 32.6 per cent 

compared with 41.V per cent increase for all Tennessee counties. It is 

interesting to note that the per cent increase of state aid for eaph type 

of expenditure was less for Lawrence County than all the counties. 

These data indicate that the local governments are still depending 

a great deal on the State for the bulk of their income. However, this 

is not true for all counties. Nine counties are still paying more money 

to the State than they are getting back. These nine counties arp con 

sidered the larger counties. Lawrence County ranks sixty-sixth from the 

top of all Tennessee counties in per capita state aid with an average of 
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$54.03. The statewide average per capita state aid was $48.41 in 1962. 

The statewide average for rural counties alone would be much higher since 

2 
the wealthier counties lower the statewide average. 

State aid distributed to Lawrenceburg increased at a faster rate 

than aid distributed to all Tennessee cities (Table XXXVI). The State 

distributed $64,055 to Lawrenceburg in 1956 and $101,913 in 1963. The 

increase in state aid to Lawrenceburg was 59 per cent compared to an 

increase of 43 per cent for all cities in the State as a whole. 

To summarize the impact of industrial development on government 

financing, it seems clear that there has been some impact and the Impact 

was unevenly exerted. The movement of rural population to Lawrenceburg 

concentrated the demand for services, and expenditures increased. The 

County, with rural population decreasing, found it necessary to increase 

its property tax rate while Lawrenceburg did not increase its tax rate. 

However, tax receipts did increase in Lawrenceburg because of a growth in 

tax base due largely to industrial development. Because of the increased 

wealth in Lawrence County, the County did not follow the debt pattern set 

by other counties. Per capita net debt increased less in Lawrence County 

than in the total of all counties. The per capita net debt in Lawrence 

burg actually declined over the 1956-1963 period. Lawrence County was 

less of a state burden in 1963 than in 1956. State aid increased to 

Lawrence County over the period but at a smaller rate than for the majority 

of the other counties. 

2 
Tennessee Taxpayers Association, County City aad Town Government 

in Tennessee. Research Report No. 153 (Nashville: Tennessee Taxpayers 
Association, 1963), p. 13. 
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CHAPTER V 

SUMMARY AND CONCLUSIONS 

The hypothesis that industrial development is effective in 

accelerating economic growth of a rural community was supported by the 

data found. Lawrence County's growth before 1956 depended largely on 

the economic conditions of the State and surrounding counties. But 

after 1956 the County did not follow the growth trends set by the larger 

economies; but instead, Lawrence County set its own pattern in economic 

growth. The national prosperity helped Lawrence County. 

Some important trends in Lawrence County's economy were revealed 

by this study. The analysis of the data indicated the possibility that 

economic growth in the County has slowed down since 1959. Economic 

growth is a flow process and one lump-sum investment will not assure 

continual economic growth. The impact of an initial investment will 

eventually wear itself out, halting the growth pattern and the rates of 

increase in economic variables. In order to have steady economic growth, 

an area must plan for regular inflows of investment. 

Employment gains were noticeable but not sufficient. Lawrence 

County did not have the necessary employment growth from 1956 to 1963 to 

employ all the workers who left the farms. The unemployment rate did not 

decline. Thus, from the outside picture, Lawrence County did have a 

considerable increase in industrial employment; but from the inside, that 

growth was less than needed to assure full employment. 

102 
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Local policy makers might also be concerned with "leakages" that 

work to dampen the impact of industrial development. There are many 

types of leakages that might substantially reduce the level of economic 

benefits accruing to the local residents. A manufacturing plant that 

employs a considerable number of out-of-county commuters is subsidizing 

the economic growth of another community at the expense of the local 

community or county. Income is lost to the county and all businesses may 

suffer lost sales. 

The analysis in this study suggests that the county might not be 

the ideal economic planning area. The data indicate that the impact of 

industrial development is diffused to surrounding counties. Probably, 

no one area size would be ideal for every region. Such estimates of 

the "right" area size would depend on quantity and quality of connecting 

highways, level of industrial development, population size, level of 

unemployment, and area economic policy. Some studies have concluded that 

areas up to one hundred and two hundred miles in radius in some places 

might be the ideal area size. Local leaders and officials should study 

the possibilities of working with their neighbors in seeking greater 

economic growth. 

The low employment multiplier derived in Lawrence County tends to 

indicate, as one possibility, that service trades operate at less than 

full capacity. In labor surplus-rural areas, the presence of excess 

labor and idle business capacity reduces the size of the multiplier 

below that expected in more rapidly growing areas. Generally, excess 

capacity in the service industry can be expected in areas characterized 
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by high rates of unemployment and static or slow declining populations.^ 

An important trend in total retail sales should concern retail 

businesses in Lawrence County, specifically Lawrenceburg. Because of 

widening competition, Lawrenceburg's retail businesses are losing retail 

trade to surrounding areas. The basis for this claim lies in the fact 

that per capita retail sales in the County have not increased at the 

rate per capita personal incomes have increased since 1956. The differ 

ence between the two trends has become more promirtept since 1959. This 

loss in sales represents a direct leakage to surrounding areas. The 

result is that the impact of industrial development on economic growth 

is weakened. 

The economic growth in the County did increase the welfare of a 

good number of the County residents. The welfare of different groups 

was affected in varying proportions. Those people employed by the factory 

were aided directly. Farmers were aided indirectly by the growth by the 

drawing of surplus population and near idle farmers off the farm and into 

industrial employment. This left the remaining farmers in a better 

economic position because it lowered the number of farmers contributing 

to the total farm supply from that area. A larger share of the total 

income going to agricultural production went to each farmer. In general, 

the welfare of the County increased because the expanded economic growth 

enabled the County to increase tax receipts to meet the growing demands 

H. A, Wadsworth and J. M. Conrad, "Leakages Reducing Employment 
and Income Multipliers in Labor-Surplus Rural Areas" (A paper presented 
at the AFE meetings in Stillwater, Oklahoma, August, 1965). 
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for public services without increasing the burden on existing property. 

Industrial development can also create problems in the provision 

of governmental services. As the population increases because of indus 

trial development, more and better public services are demanded. And it 

is better if the plans are made in expectation of these needs. Many 

industrial regions have developed overnight without any formal planning. 

These regions are usually inefficient in providing public services. 

The analysis of governmental activities over the 1956-1963 period 

suggests that both County and City governments have been efficient in 

providing governmental services and facilities; nevertheless, per capita 

cost of providing these services and facilities increased from 1956 to 

1963. Both City and County governments showed strong financial policy 

by their limited use of funding and refunding bonds over the 1956-1963 

period. It is quite clear that growth provided, an expanded tax base 

which added strength to the financial position of the local government. 

This analysis did support the thesis that investment is the key 

variable in economic growth. Questions concerning at what rate invest 

ment should occur or the exact measurement of the impact of investment 

have remained unanswered. In addition, many economic relationships have 

been left unanswered. The social conflicts that sometime occur in 

industrial development--such as labor and management conflicts, and sO' 

forth--must be analyzed with models other than economic models. 
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