CHAPTER FIVE

The Economics of Industrial Slavery

The Virginia and Tennessee Railroad “, . . though just com-
menced, is already exciting upon the public mind of that
State in reference to turning a portion of its labor now en-
urely engaged in agricultural into other pursuits. ... We
really believe that this road is to be the Moses, which is to
lead Virginia out of Egypt into a better land.”

Awmerican Railroad Journal, 23 (1850), 147.

The economics of slavery is a subject in which scholars have
long been interested. From the pre-Civil War period unul the
present day, historians and economists have offered theories
and evidence regarding, in particular, the profitability of plan-
tation slavery. After all, if slavery was not economically viable,
would not slaveowners have abandoned their “peculiar inst-
tution?”” And was a bloody civil war necessary if slavery was
dying of its own weight? Obvmu:«l} , the economics of slavery
is important not only in its own right, but also in relation to
the political development of the United States. Despite its
political significance, however, scholars have devoted little at-
tention to whether the use of slave labor in Old South indus-
tries was economically feasible.”

To study the economics of industrial slavery requires the
consideration of several questions. The first is whether slave-
employing industries could expect to earn reasonably profit-
able rates of return on their capital investments. In this analy-
sis, profit rate means either the annual dividend paid on com-
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mon stock or the annual net income expressed as a percentage
of the net worth of the industrial enterprise. A reasonably
profitable investment means at least a 6 per cent annual return
on capital—the average rate of return on other forms of invest-
ment.®

The second question is whether industrial slavery was gen-
erally as efficient and as economical as an alternative labor
system. Were slaves as efficient as free whites? Was slave labor
—directly owned or hired—less expensive to employ than free
labor? Did slave labor entail higher capital and maintenance
costs than free labor?

The third question, related to the second, concerns the
specific competitive advantages of industrial slavery—that is,
how did the use of slaves enable Southerners to compete with
the North and with Britain, where industrialization had pro-
gressed further? Specifically, did the exploitation of slave
women and children, the training of slave managers, and the
coupling of common slaves with skilled foreign technicians
enable southern industries to reduce their costs and to raise
their quality in order to become competitive in national mar-
ket places?

The last question concerns the problems of capitalizing slave
labor in industries. What were the sources of capital for slave-
based industries? Did Southerners have sufficient investment
capital to support industries? And, finally, did the funding of
industries with slave capital have a detrimental effect on finan-
cial structures by reducing the flexibility of capital and the
mobility of labor? *

At the outset, certain theoretical and methodological prob-
lems should be noted. While the above questions are obviously
interrelated, an affirmative answer to one of them does not
necessarily imply an affirmative answer to the others. Much
confusion has resulted from a failure to distinguish the differ-
ences berween the questions. Precise analysis of the economics
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of industrial slavery is also difficult, since information on the
sources of finance, the capital cost and maintenance of labor,
and the profits of enterprise is scarce. Available statistics are
unsatisfactory because not all businesses kept records and only
a few fragmentary accounts have survived. Those that have
do not necessarily constitute representative samples of non-
agricultural enterpnscq since most records pertain to large
Lhmbllshmcnrs, and it is not certain whether small industrial
operators were as successful as large ones. Moreover, the data
on costs of labor and rates of profit is often unclear because
of the peculiarities of antebellum accounting and the difficulty
of finding long-term statistical series. Company reports tended
to underestimate expenses and to exaggerate earnings to pro-
mote southern enterprise, while official censuses were hap-
hazardly raken and must be used cautiously. Prices varied,
while business cycles caused fluctuating pr::lﬁr rates and fre-
quent hmkruptmes. Variables such as location, luck, compe-
tition, and caliber of management also make computations of
the profitability of industrial slavery difhicult. Even so, it is
worthwhile to explore the earnings, the efficiency, the com-
petitive position, and the capirtalization of those slave-employ-
ing industries whose records survive.

The Profitability of Industrial Slavery

Under normal operating conditions, slave-employing indus-
tries and transportation projects could expect to earn reason-
able profits on their capital investments. Some enterprises
failed, of course, but most industrial entrepreneurs employing
slave labor enjoyed highly satisfactory rates of return on their
investments. Most slave-employing enterprises whose records
are available matched or exceeded an annual rate of return of
about 6 per cent.

The records of southern textile mills employing slave labor

THE ECONOMICS OF INDUSTRIAL SLAVERY 140

indicate that they usually earned annual profits on capital
ranging from 1o to 65 per cent and averaging about 16 per
cent. The DeKalb, Martin and Weekly, Roswell, and Tusca-
loosa textile companies, to give but four examples, annually
paid berween 10 and 20 per cent. The Woodville mill, which
went bankrupt with free labor, annually paid 10 to 15 per cent
dividends after switching to slave labor. “The Saluda Manu-
facturing Company . . . is deing a flourishing business . . .
[and] pays large dividends,” ran a report of one slave-employ-
ing cotton mull.*

The available records of southern iron works employing
slaves suggest further that substantial profits could be made
in this industry. As early as 1813, one slaveowning iron manu-
facturer reportedly could *“afford to work as cheap as others,
and always do so but not at an under rate.” From 1835 to 1845,
a Mobile iron foundry made 2§ per cent annually; during the
1850’s, a South Carolina iron works earned 7 per cent yearly.
The famous Tredegar Iron Company averaged annually better
than 20 per cent returns from 1844 to 1861.°

Other kinds of manufacturing and processing enterprises
employing slave labor evidently earned similar profit rates.
One hemp manufacturer testified that he realized more than
42 per cent profits per annum in the 1840’s. A tannery reported
10 per cent yearly between 1831 and 1845. A gas works also
earned a 10 per cent return in 1854.° According to official
reports, most Louisiana sugar mills earned better than 7 per
cent returns in 1830 and almost 11 per cent in 1845. During
the 1850’s, a cotton press made 1o per cent; the Haxall Flour
Mills of Richmond reportedly “made large fortunes for their
owners for over half a century.””

Similarly, slave-employing enterprises in the extractive in-
dustries generally made handsome profits. Though one turpen-
tine manufacturer “believed sincerely that no money can be
made at the business while labour is so extremely high,”
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‘in the 1850, turpentine enterprises in North Carolina and
Georgia did achieve satisfactory returns. In 1850, De- Bow's
Review proclaimed that “compared to other labor, this [tur-
pentining | has, for the last ten years, been deemed the most
profitable of all.” The pmﬁ\r:;tljnlht:-,F of lumbering is suggested
by one Louisiana woodyard that annually earned 12.5 to 25
per cent returns between 1846 and 1850. In addition, the Dis-
mal Swamp Land Company reportedly “realized almost fabu-
lous proceeds from the timber,” while a Carolinian maintained
that “I have no doubt from all I have heard . . . that more
money can be made in this business [ West Florida lumbenng]
than any other w hcn [slave] manual labor is used.” Fisheries
usually earned at “a level with the ordinary industrial pursuits
of the country,” though “enormous profits” were “sometimes
realized.” ®

Most southern mining entcrpriscs employing bondsmen also
earned substantial profits. As early as 180?, the Missouri lead-
smelter Frederick Bates declared that “few labors or pursuits
in the U. States, yield such amzple, such vast returns—A slave,
with a Pick and Showvel is supposed to do nothing, if the nett
proceeds of his labor, do not amount, annually, to the sum
of 400 dollars—the price which his master has probably paid
for him.” Larter, Bates added: “You will see [in my letter
to Albert Gallatin] the vast profits arising from the prosecu-
tion of this lucrative business.” Official records indicate that
between 1834 and 1845, several Key West salt works earned

8 per cent annually. Many southern gold seckers failed, to be
sure, but scores of mines were as profitable as, for example,
John C. Calhoun’s which yielded nearly $1 million, and Sam-
uel J. Tilden’s which earned $4 million. The success of these
gold miners confirmed the conclusion of the Richmond En-
quirer in 1853:

It is demonstrated beyond question, that gold mining,
as a business, can be most profitably conducted . .

Miners Descending the Shaft

with a proper outlay of capital in machinery & excava-
tions. . . . Though worked thus rudely & superficially,
altogether by native labor and with little mining skill
or experience, they have all paid well.®

From the 1790’s to 1861, the majority of transportation
enterprises employing slaves realized profitable returns. Some
southern railroads paid annual dividends as high as 20 per cent,
and most other lines averaged about 8 per cent. Some
canal companies, such as the Roanoke, did not do as well as
most railroads, but others, such as the Louisville and Portland
and the Dismal Swamp, paid nearly as well. Plank roads and
turnpikes, however, generally did not earn returns greater
than 4 per cent on the capital invested.”
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A few unusually complete statistical series for such slave-
employing enterprises as sawmilling, steamboating, and gold
mining do survive to permit the further computation of the
profitability of industrial slavery. As early as 1794, Alexander
Telfair’s sawmills made him one of Georgia’s wealthiest citi-
zens. The Hart Gold Mining Company yielded a similar for-
tune for another Georgian. The earnings of the Thomas Jef-
ferson permitted a Virginia steamboat company to average
acceptable dividends between 1833 and 1849."

The surviving records of two rice mills are complete enough
so that some idea of the profitability of this industry can be
determined. Though it is impossible to separate the profits of
rice planting from rice milling, James Hamilton Couper’s
Georgia rice estate annually averaged 4.1 per cent return on
capital between 1833 and 1852, despite his financial losses
from natural disasters and from long agricultural experimen-
tation. However, Couper’s 4.1 per cent return does not take
into account personal expenditures to support his sumptuous
living standard and the appreciation of his lands and slaves.
Between 1827 and 1841, for example, the plantation appreci-
ated in value as much as 26 per cent; between 1827 and 1845,
the slaves multiplied from 380 to about s00—almost a 20 per
cent increase on their original valuation.* Couper’s average
total annual return on capital was therefore greater than 6 per
cent. Similarly, the records of the Manigault family’s Savan-
nah River rice mills reveal average annual returns of 12 per
cent between 1833 and 1839, and 12.2 per cent from 1856 to
1861. The nartural increase in the number and value of the
Manigaults’ bondsmen compensated for losses from three
cholera epidemics, the absence of an experienced overseer
between 1855 and 1859, a destructive freshet in 1852, and a
devastating hurricane in 1854."

The records of those industrial enterprises which hired
bondsmen instead of purchasing them outright further reveal
that reasonably profitable returns on invested capital could be
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earned. In such cases, of course, slave hirers computed only
the cost of labor against their net income to estimate their
profit rate, while slaveowners computed the amount of rent
against their investment to estimate their pmﬁts for the year.
In 1817, Ebenezer Pettigrew noted the expenses and earnings
from a hired slave lumberman as follows:

Hire £80.00
Clothing 17.00
Victuals 27.40

$124.40

Net proceeds of said fellow geting Juniper
Shingles is found to be §250.00

Moreover, from 1830 to 1860, the annual rates of return from
slave hiring ranged, according to one study, from ¢.5 to 14.3
per cent in the upper South, and from 10.3 to 18.5 per cent
in the lower South.** Such earnings suggest that slave hiring
was at least as profitable as direct slave ownership for indus-
tries.

Finally, it should be recalled that industrial entrepreneurs,
like most other slaveowners, profited from slavery’s intermedi-
ate product—marketable and productive slave offspring. Many
industrial establishments owned slave women whose progeny
could easily be sold, and both women and children could be
employed in light and heavy industries. Slave women and
children therefore gave competitive advantages to employers
of industrial slaves.” It may therefore be concluded that in-
dustrial enterprises, which either owned or hired slave labor,
earned profitable returns on their investments.

The General Efficiency of Industrial Slavery

It is pussihle that industrial slaver}r was an inefficient or un-
economical labor system, even though it was simultaneously
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profitable to most industrial enterprises. Slaves were so trou-
blesome and so unwilling, according to some historians, that
they were less efficient than free workers. After all, did not
slaves have to be coerced, while free workers responded ea-
gerly to wage incentives? Industrial slave labor may also have
been so expensive compared to free labor that it was, objec-
tively, an unviable labor system. Given these questions, it 1s
necessary to examine further the general efficiency of indus-
trial slave workers and the costs arising from their ownership.

The available evidence indicates that slave labor was not
less efficient than the free labor available in the Old South.
To be sure, the slave’s indifference to his work and his re-
sistance to bondage tended to diminish his productivity some-
what. Burt this does not necessarily mean that competent man-
agers could not make industrial slaves work or would have
found free labor more efficient to employ. Physical coercion,
or the threat of it, was an effective slave incentive, and masters
often gave bondsmen material rewards for satisfactory pro-
duction. In addition, industrial slaveowners could exploit
women and children more fully than could employers of free
labor. The average industrial bondsman was disciplined more
rigorously than the typical free worker. Slaveholders were not
troubled by labor organizations and were not obliged to bar-
gain openly with their employees. “These advantages,” con-
cludes one authority, “more than compensated for whatever
superiority free labor had in efficiency.” **

In theory, slave labor may be less efficient than free labor
over the long run, but for this study the practical comparison
is between southern Negro slaves and the alternative free labor
—poor whites, yeomen, and immigrants—available to the Old
South. If this comparison is made, then it may be seen that the
available free labor—particularly the poor whites and immi-
grants—was less efficient than slave labor, since these whites
were less tractable than slaves.””
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Testimony from southern manufacturers who employed
free labor supports the conclusion that it was not very efficient.
White “hands had to be trained,” admitted an associate of
Daniel Pratt, the well-known Alabama businessman. “These
[whites] were brought up from the piney woods, many of
them with no sort of training to any kind of labor; in fact,
they had to learn everything, and in learning, many mistakes
and blunders were made fatal to success.” Southern poor
whites were not disciplined to sustained industrial labor, con-
ceded the treasurer of William Gregg's Graniteville, South
Carolina, cotton mill-another southern showpiece employing
southern white workers.” Moreover, such testimony has been
confirmed even by those scholars who argue that the level of
productivity (that is, output per man) of slave labor was
“low.” “When white labor was used in Southern factories, it
was not always superior to slave labor,” admits one historian.
“. . . [Southern white] productivity was much lower than
in the North. . . . The use of whites did not guarantee a bet-
ter work force than did the use of Negroes, for the South
lacked an adequate pool of disciplined free workers.” **

The efficiency, or total output, of slave labor compared to
free labor can also be estimated by comparing the prices paid
for slave hirelings with the wages paid southern free labor.
From 1800 to 1861, white wages did not increase substantiall}?;
thc}r remained fairl}r constant at about $300 per annum.** On
the other hand, between 1800 and 1833, slave rents increased
by about 50 per cent. Then, in the 1840’ and the 1850’s, slave
hires again increased by another 5o per cent. At the same time,
the value of slaves was increasing proportionately.** This sug-
gests that both the productivity of and the demand for slave
labor were increasing substantially during the first half of the
nineteenth century. Thus, no matter how inefficient slave labor
may have been, it was not less efficient than the free labor
available to Southerners at the time.
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It is often argued that the use of slaves entailed expenditures
that were avoided by the employers of wage labor. The initial
investment in blacks, the interest and depreciation on slave
capital, the constant risk of financial losses from death, injury,
disease, and escape, and the expense of maintaining slaves were
all special expenses supposedly peculiar to slave ownership.
These extra costs, according to some scholars, made slave labor
more expensive and less economical than free labor.

It is clear, however, that these special costs did not make
slave ownership more expensive than free labor. Many indus-
trialists did not bear the cost of initial slave capitalization, since
they had inherited their bondsmen or had shifted them from
agriculture to industry. Interest on capital was a current oper-
ating expense only if bondsmen were purchased on credit
rather than with cash. Depreciation of slave capital was not a
cost for most slaveowners, since slaves were appreciating in
value and were producing saleable offspring. The prospect of
financial disaster from losses of bondsmen was beginning to
be alleviated in the 1840's and 1850’s as many owners began to
insure the lives of their Negroes. Finally, industries that hired
slaves rather than purchasing them did nor bear directly the
cost of initial capitalization.**

Yet, when industries did purchase bondsmen considerable
expenditure of capital was involved, which should be com-
pared to the costs of wage labor. The purchase of slaves en-
tailed a different sort of expense than wages of free labor,
since it was capitalization of future expenditures on labor and
the payment all at once of a portion of what an employer of
free labor would pay over a period of years. The cost of
Negroes and their maintenance were, as one historian has
argued, part of the wages an employer of free labor would
expect to pay, and what masters were willing to pay for the
right to fully control the time and movements of their work-
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men.** Slavery thus involved long-term capitalization of labor,
while free labor involved the current expense of wages.

The surviving evidence also demonstrates that maintaining
industrial slave labor cost much less than paying wages to
available free labor. For directly owned industrial slaves the
largest annual expenditures were for maintenance and super-
vision—specifically for food, clothing, shelter, medical care,
and management, as well as such incidental expenses as taxes,
insurance, and incentive payments.** The records of typical
slave-employing enterprises reveal that the cost of important
maintenance items and of supervision varied considerably.
Suits of clothing, for example, ranged in price from $4 to $7,
while shoes cost berween $1 and $1.50, and boots from $1.50
to $2.50 a pair. Hats and caps sold for 50 or 75 cents, while
blankets cost $1 or §2 each. Doctors ordinarily charged from
$1 to $3 per visit; treatment of diseases such as syphilis cost
from §5 to $15; medicine cost berween 50 cents and $1 per
illness. Life insurance ranged between $1.66 and $5 per hun-
dred dollar valuation, but averaged about $2 per hundred, or
2 per cent of valuation.** Depending on self-sufficiency and
locale, the annual per capita cost of food varied between $10
and $125; clothing varied from about §3 to $30 annually per
capita, housing cost between §5 and $1o, and management
ranged from about $200 to $3000 a year.*®

Despite such wide variations, industrial records indicate that
between 1820 and 1860 food annually averaged about §50 per
slave and clothing about $15.*” Medical attention annually av-
eraged about $3 per slave, housing probably cost about $7, and
supervision amounted to about $8oo per thirty hands, or about
$27 per annum per slave. Incidental expenses annually cost
little more than §5 per slave.” The annual average mainte-
nance cost per industrial slave therefore amounted to about
$100. Obviously this was higher than the maintenance of slaves



158 INDUSTRIAL SLAVERY IN THE OLD SOUTH

on plantations, which were much more self-sufficient. But how
did these expenses compare with the cost of free labor in the
Old South?

In the antebellum South, the daily wages of white common
laborers ranged from 75 cents to $2 and averaged abour $1 a
day, while skilled whites earned daily from $2 to $5 and
averaged about $3. The wages of common white workers did
not increase appreciably between 1800 and 1861.** Thus, for
a 310-day working year, and depending on skill, white wages
ranged from $225 to $1500 annually. But the bulk of unskilled
white workers who figure in this study averaged only about
$310 per year. Like slaves, wage laborers required supervision,
but they ordinarily fed, clothed, and housed themselves, un-
less their board was furnished for them or they lived in com-
pany towns where their maintenance costs were automatically
subtracted from their wages. The cost of free labor thus totaled
about $335 per annum, including supervision. The annual av-
erage maintenance cost per industrial slave was therefore less
than one-third the annual cost of wages and supervision of
free common laborers.

The surviving reports from those “integrated” companies
previously mentioned which used both slave labor and free
labor simultaneously (or in succession) also reveal that slave
labor was much less expensive than free labor. At the Cape
Fear and Deep River Navigation Works white workers cost
4o cents per day to board, while slaves cost 30 cents. In 1849,
the Jackson Mississippian reported that whites cost 3o cents
per day to board, while slaves cost 20 cents. In the late 1830’s
and 1840’s, the Graham Cotton Mill in Kentucky listed white
board at from $65 to §71 per year, while slave board ranged
from $35 to $50. The accounts of the Roanoke Valley Rail-
road for 185253 indicate that slaves were boarded more
cheaply than whites, and the records of the Jordan and Davis
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iron works in Virginia for 1857-58 demonstrate that whites
were boarded for $8 per month, while slaves cost §7.*

Similarly, in the 1820, the proprietors of the Maramec Iron
Works in Missouri (another such integrated enterprise) re-
ported that slaves were cheaper than free workers. Whites cost
on the average about $15 per month, excluding supervision
and free housing. Slaves hired for §100 per annum; their super-
vision and maintenance ran no more than $8o per year.
Maramec’s proprietors also testified that the cost of labor per
cord of wood chopped by slaves compared favorably with
the cost when whites performed the task.” A Kentucky hemp
manufacturer, who converted from free labor to slave labor,
claimed that slaves reduced his costs by 33 per cent. In 1854,
it was reported that Kanawha River, Virginia, slave miners
produced $2 per day more than free miners at Pittsburgh,
Pennsylvania, pits. The next year, the Virginia and Tennessee
Railroad reported that slave labor cost ﬂn]}f about $11 mnnthl}r
while free labor cost $40 to $s50 monthly. The manager of
one South Carolina cotton mill estimated that in 1851 slaves
cost less than half as much as whites.”® Therefore, at such
integrated industrial enterprises, where the only variable was
the nature of the labor force, slave labor was very much less
expensive to employ than free labor.

Unusually complete records of several other integrated
enterprises provide additional evidence that industrial slave
labor was much cheaper than free labor. The labor rolls of the
Gosport Navy Yard reveal that in the 1830’s slaves produced
as much as white workers for two-thirds the cost—thar is, the
use of industrial slaves was, in this case, almost twice as efficient
as the use of whites. This was partly because the daily rent
of slave hammerers ranged only from 72 to 83 cents, averag-
ing close to 72 cents. The daily wages of white hammerers
ranged from $1.68 to $1.73. Of course, the cost of maintaining
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the slaves probably amounted to about 30 cents daily, which
increased the cost of slave hammerers to about §1 per day.
Even so, it was less expensive to employ slaves than whites.*

The account sheets for Robert Jemison, Jr.’s Alabama con-
struction projects further indicate that in 1858 bondsmen were
26 per cent cheaper to employ than free laborers. In 1859,
slaves were 46 per cent less expensive than whites. The ac-
counts of the Graham textile mill in Kentucky reveal that
from 1837 to 1843 unskilled slaves annually cost 26 per cent
less than unskilled whites, while skilled slaves cost berween
15 and 22 per cent less than skilled whites. As late as 1851,
slave carders, weavers, and spinners still cost less than com-
parable whites. The records of the Woolley textile mill in
Kentucky also indicate that, between 1856 and 1861, most
skilled slaves annually cost 57 per cent less to employ than
skilled whites. *

Another integrated industrial enterprise, Richmond’s Tre-
degar Iron Works, offers an interesting example of the cheap-
ness of slave labor. After commencing to hire slaves in 1848,
Tredegar’s proprietor, Joseph Reid Anderson, stated that slave
labor “f:nablf:s me, of course, to compete with other manufac-
turers.’ Cnmpcmweness was achieved by combining slaves
with white iron workers, which reduced the average cost of
labor per ton of rolled iron. Between 1844 and 1846, before
slaves were employed, for example, labor cost more than $12
per ton; from 1850 to 1852, after slaves were fully at work,
labor averaged $10.59 per ton. The introduction of slaves thus
enabled Anderson to reduce his labor costs by 12 per cent.*

A confidential report by the chief engineer of the South
Carolina Railroad, which emplnyed free labor at its Charleston
terminal but used slave labor for its upcountry stations, offers
additional evidence on the comparative cost of bondsmen and
free workers. “It is a subject well worthy of enquiry whether
the labor at the Charleston Depot could not be performed by
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slaves more economically than by whites,” confided the of-
ficial to the president of the line in 1849. “What cannot fail
to strike you in the abstract of Depot expenses for August last
is the fact that 1570 days [of ] white labor at Charleston Depot
cost $1,206, or 77 cts per day, while 1033 days [of] slave labor
cost at the three upper terminii only $524 or 51 cts per day,”
he continued. *“This statement also shows that 1t took 5o per
cent more labor to load merchandise and unload cotton [at
Charleston by white labor] than to load cotton and unload
merchandise [in the upcountry by slave labor], or the cost of
the former was two & a third (2%4) times the latter.” **

Similarly, an 1855 report by the State Engineer of Louisiana
also reveals that slave labor was much less expensive than free
labor. Since this report was based on detailed accounts and
considerable experience with both slave and free labor, it is
perhaps worth quoting at length:

This department has employed for the last two years
an average of one hundred and three negroes, at an aver-
age cost for provisions and clothing for the two years of
$7,478.00. Nine of them have died in the meantime . . .
so that . . . the State has lost but four per cent of its
capital each year of that time. The account should stand
thus, estimating the negroes at §1,200 each:

Value of 103 negroes at $1,200 each $123,600
Interest at six per cent on stock for one year .§ 7,416.00

Loss on stock for one year four per cent . ... 4,944.00

Provisions and clothing ................... 7478.00

L s e A I £ T

Total cost for each slave per }rﬂar fof e Chn et T2 600

Cost per month ............ Belvin 16.05
One year’s labor c-f 103 whltf: men, at $3 5 per

month, including provisions ............. 43,260.00

Making a difference in favor of slave labor per
e R I e T R 23,422.00
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.+ . There is, however, one item not taken into the ac-
count, and that is the fact that negroes in this climate
will, for the year round, perform much more labor than
an equal number of white men—I think the difference is
about two to three—or that twenty negroes will per-
form as much hard labor as thirty white men, which
would increase the difference in favor of slave labor
from $23,422 to $37.475 per year. ... The cost of
superintending white and slave labor must necessarily be
about the same. Another disadvantage attending the em-
ployment of white laborers is the fact that they are more
difficult to control than the negro, and when they know
you are most dependent on them they will either demand
higher wages or leave you. . . .

Whatever the capital costs of slave ownership, these hardly
concerned the employers of slave hirelings. Slave hirers bore
only the expenses of rent, maintenance, and supervision, even
though other costs might be hidden in the slave rent. Slave
hiring was thus similar to paying wages to free labor. More-
over, industrial slave hirelings, like directly-owned Negroes,
were also more economical to employ than the free labor avail-
able. This is confirmed by comparing the total cost of hiring
slaves with the cost of free labor. Throughout the slave states
during the period from 1833 to 1852, the average annual rent
of slave hirelings was $100; from 1853 to 1861, it was $150.
During the same spans, per capita slave maintenance annually
averaged about $100. The total cost of employing slave hire-
lings thus ranged from $200 to $250 per annum from 1833 to
1861. However, between 1800 and 1861, the annual average
cost of employing free common laborers remained at about
$310, not including supervision. By comparing these figures,
it can be seen that slave hirelings remained between 25 and 40
per cent cheaper to employ than wage laborers.* Therefore,
industrial slaves—whether hired or owned—were apparently
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more efficient and economical than the free labor available in
the Old South.

Specific Competitive Advantages of Industrial Slavery

It is well known that southern industrialization lagged behind
that of the North and of Great Britain. At least by the 1830’s,
northern and British industrialists had longer experience, more
efficient management, larger markets, superior technology,
and the ability to ship directly to the South. Northern prod-
ucts were of a better quality; Pennsylvania’s iron and coal
ores, for example, were superior to Virginia’s and Ken-
tucky’s.” The earlier development of internal improvements
in the North reduced transportation costs, which in turn re-
duced the prices of northern products generally. The avail-
ability of cheap labor—native and immigrant—in the North
lowered prices further; the immigration of skilled Europeans
increased the quality of northern products even more. The
abundance of commercial capital for industrial investment en-
abled northern manufacturers to expand production, absorb
business losses, withstand depressions, and, most important, to
engage in cutthroat competition with southern producers.
Thus, whatever the long-range causes and consequences of
southern industrial backwardness,* the immediate question
facing southern businessmen—especially manufacturers—was
how best to compete with outside producers.

Southerners attempted to overcome their competitive dis-
advantages in various ways. They tried to foster direct trade
with consumers of cotton, to promote internal improvements,
and to recapture western markets.** But the most interesting
means by which Southerners attempted to raise the quality
and reduce the cost of their products was the use of industrial
slave labor in several specific ways. First, southern business-
men extensively exploited slave women and children (and
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sometimes superannuates). Second, they trained a Negro
slave managerial group to complement white overseers. Fi-
nally, they “coupled” inexpensive slave workers with highly
skilled white technicians—northern and foreign. In short,
Southerners attempted to take advantage of the efficiency and
inexpensiveness of slave labor to improve their competitive
position in national market places.

Slave women and children comprised large proportions of
the work forces in most slave-employing textile, hemp, and
tobacco factories. Florida’s Arcadia Manufacturing Company
was but one example of a textile mill run entirely by 35 bonds-
women, ranging in age from fifteen to twenty years, and by
6 or 7 young slave males.** Young slaves also operated many
Kentucky and Missouri hemp factories. One visitor entered a
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ropewalk’s “long apartment, where there were 18 or 20 boys,
of from 8 to 15 years old, spinning the ‘filling.’” As early as
1820, Fayette County, Kentuckv, hemp factories alone em-
ployed 135 slave children to work with 199 slave men. Four
decades later, Missouri hemp factories employed 100 slave
children to help 125 bondsmen. Slave women and children
also worked at “light” tasks in most tobacco factories; one
prominent tobacco manufacturer, who employed twenty slave
women “‘stemmers,” six boys, and a few girls, used for the
arduous task of “pressing” the tobacco only ten mature slave
males in the entire factory.*

Slave women and children sometimes worked at “heavy”
industries such as sugar refining and rice milling. “All along
the endless carrier [the conveyor belt connecting the outside
yard with the inside sugar milling machinery],” wrote one
observer, “are ranged slave children, whose business it is to
place the cane upon it, when it is conveyed through the shed
into the main building, where it falls between the rollers,
[and] is crushed.” At another sugar mill several slave girls
placed the cane in the small trams discharging loads at the
foot of the roller mill. Twelve other slave girls fed cars, three
boys potted, four boys carted trash, four women boiled scum
or washed, ten boys boiled juice, while adult slaves attended
to heavier Jﬂbs:“ Another sugar miller who included twenty-
five females and ten “supernumings” on his “Sugar Making
Roll” for 1851 followed a typical arrangement.** During the
height of the rice milling season, one large steam rice mill
added fifty bondswomen to the normal work force of forty-
eight bondsmen, while another steam rice mill supplemented
twelve slave men with ten boys and girls.**

Other heavy industries such as transportation and lumber-
ing used slave women and children to a considerable extent.
In 1800, slave women composed one-half of the work force
at South Carolina’s Santee Canal. Later, women often helped
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build Louisiana levees. Many lower South railroads owned
female slaves, who worked alongside the male slaves. Two
slave women, Maria and Amelia, corded wood at Governor
John A. Quitman’s Mississippi woodyard. The Gulf Coast
lumber industry employed thousands of bondswomen.*’

Iron works and mines also directed slave women and chil-
dren to lug trams and to push lumps of ore into crushers and
furnaces. The Nesbitt Manufacturing Company in South
Carolina and the Yeatman Iron Works in Tennessee, for ex-
ample, owned scores of slave women and children. In Virginia
the Oxford Iron Works owned twenty Negro boys, twenty-
nine women, and six girls, who assisted its sixty-two males.
These slave women and children worked mainly either at
Oxford’s coaling grounds and ore banks or at its furnaces and
forges, where ten women, one boy, and one girl joined nine-
teen prime male slaves,*®

Slaveowners used women and children in industries in sev-
eral ways in order to increase the competitiveness of south-
ern products. First, slave women and children cost less to
capitalize and to maintain than prime males. John Ewing Col-
houn, a South Carolina textile manufacturer, estimated that
slave children cost two-thirds as much to maintain as adule
slave cotton millers. Another Carolinian estimated that the
difference in cost between female and male slave labor was
even greater than that between slave and free labor.*® Evi-
dence from businesses using slave women and children sup-
ports the conclusion that they could reduce labor costs sub-
stantially.*

Second, in cerrain light industries, such as manufacturing,
slave women and children could be as productive as prime
males, and sometimes they could perform certain industrial
tasks even more efficiently. This was especially true in to-
bacco, hemp, and cotton manufacturing, where efficiency
depended more upon sprightliness and nimbleness than upon
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strength and endurance. The smaller hands and agile fingers of
women and children could splice cotton or hempen threads
more easily than the clumsy fingers of males. Delicate palms
and dexterous digits processed tobacco more carefully. “In-
deed it is well known that children are better adapted to some
branches of manufacturing labor than a grown person,” edi-
torialized the Jackson Mississippian.®* Similarly, another pro-
moter observed that slave children, women, and superannu-
ates could spin and gin cotton more efficiently than males:

The great feature of success is the number and sort of
hands we shall use the machinery with. These we have
already selected out, and have them training; they run
thus: one old man sixty five years old at the “gin and
lap;” one man (maimed, forefinger off) at “cards;” one
old man sixty years old at “drawing;” one boy ten, and
one girl twelve years old at “speeders;” three boys seven
to nine, and three girls and boys, ten years old, “spin-
ning;” six women and girls to the reels; but one good
field hand, and she a girl but fourteen years old—17 all
told.®®

In addition, some industrialists believed that slave women
could do as much work in some heavy occupations as males.
“In ditching, particularly in canals . . . a woman can do
nearly as much work as a man,” concluded a Carolinian.
De Bow’s Review also advocated the use of women ditchers.
Fugitive slave Solomon Northrup recalled that bondswomen
could chop and pile lumber as capably as bondsmen. One year
a rice mill overseer even proposed to use female labor ex-
clusively to thresh the rice.”

Third, industrialists used slave women and children in order
to utilize surplus slaves fully. “Negro children from ten to
fourteen years of age are now a heavy tax upon the rest of
the planter’s force,” editorialized the Jackson Mississippian.
“Slaves not sufficiently strong to work in the cotton fields can
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attend to the looms and spindles in the cotton mulls,” con-
cluded a visitor to a cotton mill where 30 of 128 slaves were
children, “and most of the girls in this establishment would
not be suited for plantation work.” Placing Negroes in cotton
mills “render[s] many of our slaves who are generally idle in
youth profitable at an early age,” observed a textile promoter.
“Feeble hands and children can perform this work,” con-
cluded a rice miller, “leaving the effective force for improve-
ments or to prepare for another crop.” *

The intention of industrialists to utilize slave capital fully
by employing women and children extensively is confirmed
by an analysis of the manuscript census schedules. This study
reveals that almost one-half of the slave population was in the
labor force—a figure which is close to, if not at, the maximum
possible participation rate. Since 44 per cent of the slaves were
under fourteen years of age and 4 per cent were adults
over sixty, then most slave women, most teen-age slaves, many
slave children, as well as most adult males seemed to be at
work. Moreover, the slave participation rate in the labor force
was 6o per cent greater than the white participation rate.*
This suggests that slaves of all age groups were forced to
labor more extensively than whites.

It has already been seen that one of the greatest costs and
problems at southern industries was supervision. Since the cost
of management contributed to the price of industrial products,
Southerners sought to reduce its expensiveness and to increase
its competence. Each of the types of free white management
available—personal supervision, native white technicians, and
imported directors—had serious limitations. When more than
thirty slaves were employed, personal supervision was diffi-
cult, since sales, supplies, and bookkeeping occupied the own-
er’s time. Native white managers were scarce, and they were
often technically incompetent. Imported directors—northern
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and foreign—commanded high salaries for their superior abili-
ties and to compensate for the rigors of the southern climate.
No matter what the source, therefore, free white industrial
management was expensive, ranging from $200 to $3000 per
annum and avtraging about §800.”® Given these circumstances,
industrial enterprises often trained their own Negro slave
managers.

Black slave managers were used by many southern indus-
tries. Simon Gray and Jim Matthews, slave hirelings of the
Andrew Brown Lumber Company of Natchez, were respon-
sible for rafting lumber and sand down the Mississippi River
to customers along the way and to a New Orleans depot.
Simon Gray directed as many as twenty raftsmen—both free
whites and slaves—either owned or hired by the company.
He disciplined the crewmen, distributed the wages—about $20
monthly—of the white workers and the overtime payments
to the slaves, and he paid the expenses of both. After each trip
to New Orleans, Gray returned to Natchez by steamboat with
his crew.

Simon Gray was an exceptionally capable bondsman. Guid-
ing hundred-foot rafts of lumber down the twisting river re-
quired great skill; bargaining with planters and sawmillers
along the way demanded considerable business acumen. Simon
Gray knew reading, writing, and arithmetic, kept accurate
accounts, and collected and disbursed large sums of money.
He once delivered $8o0 to a creditor; on another occasion he
escorted a newly purchased bondsman from a slave market to
the industrial site—a responsibility ordinarily entrusted only
to white men. He had his own pass, and he could charge goods
to his personal account at the company store.*™

Simon Gray had many counterparts in southern industry.
As early as the 1790’s, Andrew, a slave, rafted lumber down
Georgia rivers, directed other slave raftsmen, and responsibly
delivered bills of lading as well as valuable lumber for saw-
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miller Alexander Telfair. A Savannah factor paid each crew-
man $1 per trip, but they once received $3 to $5 each. An-
drew served Telfair until the early 1800’s; other slave man-
agers shouldered similar responsibilities for Telfair until the
Civil War. In the 1840’s, before he fled, Solomon Northrup
rafted lumber from Louisiana camps to river towns for his
master.**

Other slave managers handled large sums of money with
fidelity. One slave ferryboat operator faithfully collected
company tolls, controlled disbursements, and seemed to man-
age the entire business without difficulty. One railroad com-
pany hired Phocian, a slave, who served as a business agent,
delivered company correspondence, faithfully handled sums
of money ranging up to $200, and received many privileges,
including a pass to visit his wife. Harry, a slave, delivered iron
and procured supplies for an iron works during the 1830’s and
1840's.%

Other industrial slave managers were also trained as business
agents. From as early as 1857 until 1862, Nathan, a fifty-seven-
year-old bondsman, responsibly transacted much of the affairs
of a North Carolina tannery. Without much supervision,
Nathan made week-long business trips to sell leather at mar-
kets within a fifty-mile radius of the company. He bargained
with buyers over prices, tracked fluctuations in the leather
market, knew arithmetic, kept accounts, and, after selling the
leather, returned to the tannery with valuable hides and large
sums of money. From ten business trips in 1858, for example,
Nathan brought back over $560 in cash as well as hundreds
of dollars’ worth of hides.®

Many slave engineers skillfully operated complicated indus-
trial machinery. Two slave rice millers, Frank the “headman”
and Ned the engineer (whose tragic personal lives were
poignantly depicted by Fanny Kemble), capably ran the
steam engine and the milling machinery at one establishment.
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Sandy Maybank was the slave head carpenter at another
Georgia rice mill. A “full-blooded” black man superintended
a Carolina cotton mull; a slave machinist attended the machine
shop of a Virginia railroad; and Emanuel, a locomotive engi-
neer owned by a Louisiana line, had an admirable record
during ten years’ service. One master’s coal pits were, accord-
ing to Edmund Ruffin, “superintended and directed entirely
by a confidential slave of his own (whom he afterwards
emancipated, and then paid $200 a year wages), and the labor-
ers were also slaves; and they only knew anything of the con-
dition of the coal.” ®* The best description, however, of the
duties of a slave rice mill engineer comes from Frederick Law
Olmsted, who wrote:

We drove to the “mill” . . . with more extensive and
better machinery for threshing and storing rice, driven
by a steam-engine, than I have ever seen . . . before.

. We are attended through the millhouse by a re-
spectable-looking, orderly, and gentlemanly-mannered
mulatto, who was called by his master, “the watchman.”
His duties, howewver, . were those of a steward, or
intendant. He carried, by a strap at his waist, a very large
number of keys, and had charge of all the stores of provi-
sions, tools, and materials of the plantation, as well as of
all their produce before it was shipped to market. He
weighed and measured out all of the rations of the slaves
and the cattle; superintended the mechanics, and himself
made and repaired, as was necessary, all the machinery,
including the steam-engine.

In all of these departments, his authority was superior
to that of the [white] overseer. . . . His responsibility
was much greater than that of the overseer; and Mr. X.
said, he would trust him with much more than he would
any overseer he had ever known.®

Some slave managers were quite talented. Horace, a slave
architect and civil engineer, and Napoleon, his slave assistant,
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designed and executed Black Belt bridges for Robert Jemi-
son, Jr., a wealthy Alabama planter-industrialist. Horace’s
most notable achievement for the year 1845 was the erection
of a bridge in Columbus, Mississippi, for which he served as
“chief architect.” This project won Horace his employer’s
praise as “‘the most extensive and successful Bridge Builder in
the South.” Upon the completion of Horace’s next project,
a bridge in Lowndes County, Mississippi, Jemison wrote: “I
am pleased to add another testimony to the style and despatch
with which he [Horace] has done his work as well as the
manner in which he has conducted himself.” *

“There can be little doubt that industrial slave managers were
less expensive to employ than white managers, and that by
reducing the costs of supervision they increased the competi-
tiveness of southern industries. Simon Gray, the riverman,
clearly reduced the management costs for the Andrew Brown
lumber company. As a head raftsman Gray at first received
twelve dollars monthly; this was about one-fourth the wages
of a white head raftsman. Even when Gray’s incentive was
raised to twenty dollars monthly, the same wages as ordinary
white raftsmen, it was still only balf that of white head rafrs-
men. A white manager with Gray’s skills and responsibilities
would have cost the lumber company annually almost as
much as Gray’s total marker value.

Similarly, Nathan, the tannery business agent, cost much
less than a comparable white manager. Nathan received for
his services only a dollar or two per trip, for about ten trips
per year. He incurred in addition only his maintenance,
which amounted to several cents per day. A white business
agent with Nathan’s responsibilities would have cost at least
$2.50 daily in wages alone and might have been less trust-
worthy than the slave. Sandy Maybank, the slave head car-
penter at the Georgia rice mill, was as skillful as, yet less ex-
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pensive than, a comparable white manager. Moreover, his
master reaped extra financial benefits from Maybank’s abilicy
to hire himself out in the slack season. Horace and Napoleon,
the slave bridge builders, cost only five dollars daily plus
board; two comparable white managers probably would have
cost twice as much. Even at these rates, Jemison considered
Horace’s services so indispensable and profitable that he con-
rinued to engage Horace for many years. Olmsted concluded
that the slave rice mill engineer he observed was “extremely
valuable to his owner.” *

While some industries employed slave managers, others
used highly skilled white technicians—imported from the
North or Europe—to improve the quality and the competitive-
ness of industrial products. Of course, imported managers
were more expensive than native ones—free or slave; but busi-
nessmen discovered that the use of inexpensive slave common
laborers made possible the employment of expensive skilled
foreign technicians. By “coupling” common slaves with these
skilled white managers industries could raise the quality of
products without increasing overall labor and management
costs. By engaging the best foreign technicians available
Southerners thus attempted to compete with northern and
British manufacturers.™

Among the many southern industries which coupled cheap
slaves with expensive white engineers was textile manufactur-
ing, where competitiveness depended greatly on quality. As
early as 1815, cotton millers realized the advantages of skilled
management, when one Carolinian who hired three northern
superintendents “thought it best so to do—for to depend upon
our hands to learn would take a considerable time before we
could cleverly get underway.” Similarly, a Tennessce textile
mill employed a Providence, Rhode Island, foreman; John
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Ewing Colhoun, whose products were so widely praised, also
employed a northern superintendent; and an experienced
“Loweller” managed a Mississippi mill.*

Combining inexpensive slaves with skilled technicians was
also common in extractive industries. Mining companies often
hired experienced Welsh, English, Cornish, and other foreign
supervisors to direct the blasting, tunneling, seam tracking,
and other work performed by common slave miners.”” Lum-
bering enterprises often engaged skilled sawyers from Maine
or northwest forests to supervise unskilled slave lumbermen.
*“Those who would engage in a scheme of this kind,” advised
an early shipbuilding promoter, “would however find it their
interest to instruct negroes in the art of working on ships
under two or three master-builders.” *

Experienced foreign civil engineers likewise executed many
heavy construction projects, since native southern technicians
were scarce. Architect B. H. Latrobe designed the New
Orleans Water Works, Loamm Baldwin administered the
Gosport Navy Yard, while his brother, James, executed the
Brunswick and Altamaha Canal. After 1819, Hamilton Fulton,
an Enghshman supervised North Carolina and then Georgia’s
river improvement programs. European-trained J. Edgar
Thompson planned the Georgia and the Southern Pacific rail-
roads. Charles Crozet, a French engineer, served the Virginia
Board of Internal Improvements.*

The coupling of inexpensive bondsmen with skilled white
artisans was also important to the iron industry which at-
tempted to compete with northern and foreign producers.
South Carolina’s Nesbitt Manufacturing Company imported
several New York founders. Four experienced Connecticut
Yankees managed the Hecla Iron Works in Virginia. Another
iron company employed a “Jersey founder”; William
Weaver’s hiring agent tried to engage one of Virginia’s most
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famous colliers, while another iron monger sought the services
Of_James Obrian, Weaver’s skilled hammerer.™

(] Many southern businessmen clearly understood the com-
Petltwe :ldvantages of combining skilled white technicians
with inexpensive slaves. Textile manufacturers and promoters,

: Euch as E. Steadman, who advocated paying cotton mill super-

intendents well enough to attract the “best talent and skill”
to the South, seemed especially aware of these advantages. If
the Saluda cotton mill had only hired “a carder, spinner,
dresser, weaver, and an active and skillful young man as over-
seer, taking the best talents that Massachusetts could afford
. . . and offered inducements that would have commanded
the very best,” editorialized the Columbia South Carolinian in
1844, the company would have been more successful. “If it
is desirable to establish cotton factories in the South,” agreed
a “practical” English manufacturer who visited South Carolina,
“let the proprietors select the proper man to make out the
plans, select the machinery, manage the manufacturing details,
and let them pay such men sufficient remuneration for their
services, and I venture to affirm that there will be no difficulty
in building up a manufacturing business, equally as successful,
and much more profitable, than the majority of Northern fac-
tories.” ™

Other manufacturers were also aware of the advantages of
coupling slaves with skilled managers. Manufacturing was less
expensive in the South, according to one promoter, mainly
because “‘the manual labor, costing even now as little as north-
ern labor, may be and will be, under a . . . skilful and emi-
nently practical management, made, by the judiciﬂus inter-
mingling of slave male and female labor with that of native
whites, and their imported tutors, cheaper than it can pnssibl:-,r
be had for in any northern locality. Here then, with all the
elements of cost at the lowest rate,” he concluded, “the wares
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of this factory would contend successfully, even for a foreign
market, with the keenest Yankee compttitinm” =

Transportation companies also comprehended the advan-
tages of skilled management. As early as 1822, the Upper
Appomattox Company of Virginia reported,

... we have reason to believe the capital employed
would have fallen very far short of executing the work,
nor would it have been so well executed, had we not
adopted the custom of the country in obtaining and di-
recting labor. We began our operations by purchasing
what we judged a requisite number of laborers, includ-
ing a blacksmith; employed a good stone mason, under
whom, we placed a number of such as we judged best
qualified to learn the trade. The labor of the rest of the
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hands was directed by as industrious and enterprising an
overseer as we could obtain. . . . The same laborers be-
ing continued, they became expert, and were qualified to
execute the most difficult parts of the work, in the best
manner.’®

This company’s experiment was successful, and during the
1830’s and 1840's, other transportation projects also engaged
skilled engineers. By the 1850’s, as railroad construction
forged ahead, the advantages of “coupling” had become
widely known.™ When the directors of the Southern Pacific
Railroad pondered the merits of various labor forces, for ex-
ample, promoter Thomas Jefferson Green proposed to com-
bine common bondsmen with skilled engineers. “It may not
be out of place to remark,” advised Green, “that the experi-
ence of the endre South is in favor of building roads with
negro Labor, as the cheapest, the most reliable in all works of
road building, the best, and not liable to strikes & riots & the
consequent of tearing up rail & burning depots & bridges, the
best Labor too to operate a road when built and as ordinary
help in the machine shops.” Citing the “wonderful” facts that
southern railroad mileage cost one-third that of northern mile-
age and made betrter profits, Green concluded: “It may be
safely estimated that the natural increase of negroes upon the
healthy line of our road together with the increased value of
turning field labour into railroad mechanicks will eaqual 15
pr. cent per annum, whilst the interest upon their cost would
be 6 pr. cent—leaving a difference of g pr. ct. in favor of the
company which would go far toward covering Engineering
expenses & head mechanics—and other incidental charges.” ™
Green thus understood that the use of slaves would save the
company enough money to permit the employment of high-
salaried civil engineers.

It remained, however, for Joseph Reid Anderson of the
Tredegar Iron Works of Richmond, Virginia, consciously to
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systematize the coupling of common slaves with expensive
technicians in order to increase competitiveness. In 1842, An-
derson contracted skilled white “puddlers” to train common
slave apprentices. Then, in 1847, some of these bondsmen,
now more skillful, were promoted to the position of puddler.
The next year Anderson explained the theory behind this
practice:

. . . Iam employing in this establishment [Tredegar] as
well as at the Armory works, adjoining, of which I am
President, almost exclusively slave labor except as to Boss
men. This enables me, of course, to compete with other
manufacturers and at the same time to put it in the power
of my men to do better for themselves. With this view,
I am now giving my men, who are stead}' and respeetahla
as are to be found, each to furnaces at puddling, and fur-
nish them three of my own hands who are blacks—one
of them capable of acting as Foreman of the Furnaces.
. . . I'am getting on very satisfactorily and will eventu-
ally have enough of Puddlers here. . . .™

Throughout the 1850’, Anderson continued these arrange-
ments, and he was soon able to reduce his labor cost per ton
of rolled iron by 12 per cent.”

The Character of Industrial-Slave Capitalization

It is possible that the capitalization of the slave labor force
crippled the finances of industries, even though industrial
slavery was both profitable to investors and an efficient labor
system. In this respect, industrial slavery may have been un-
viable in the long run because it reduced the flexibility of
capital and the mobility of labor. Slave capital was so frozen,
according to some scholars, that it could not easily be con-
verted into cash. To transfer slaves from one place to another
or to use them in different kinds of employment was allegedly

(
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difficult] “Negro slave labor was expensive,” argued one his-
torian, “‘because it was overcapitalized and inelastic.). . . Cir-
culating capital was at once converted into fixed capital. . . .
The capitalization of labor lessened its elasticity and its versa-
tility; it tended to fix labor rigidly in one line of employment™
—namely, in agriculture.™

Contrary to this view, the available evidence suggests that
slave ownership did not seriously lessen the mobility of labor
nor did slavery inhibit investment in industrial enterprises.
Indeed, the funding of slave-based industries was primarily an
internal process, intimately linked to slave-based agriculture.™
Many industries were actually capitalized by transferring
bondsmen from farming or planting to manufacturing, mill-
ing, mining, and transportation. And slaveowners themselves,
not merchants or bankers, were the chief source of capital for
industrial investment.

[~ Slaveowning planters capitalized many manufacmring en-

terprises, such as cotton mills and hemp factories, by shifting
some less-than-prime field hands or house servants to weaving
and spinning. In such cases slave labor itself contributed to
capitalization, while profits from planting or slavetrading pro-
vided additional funds. ““The staples of the lower country re-
quire moderate labour, and that at particular seasons of the
year,” reported a Virginian to Alexander Hamilton, as early
as 1791. “The consequence is, that they have much leisure and
can apply their hands to Manufacturing so far as to supply,
not only the cloathing of the Whites, but of the Blacks also.”
A visitor to Kentucky calculated: “The surplus [farm] labor
is chiefly absorbed by the rope and bagging factories, which
employ a vast number of slaves.” *°

To finance larger textile factories slaveowning planters
often pooled their slaves and cash and sold stock to neighbor-
ing agriculturists. David Rogerson Williams’s South Carolina
Union Factory was but one example of a textile mill where
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close financial relationships developed between investors and
the company. James Chesnut, the prominent planter, bought
company stock and arranged to rent to Williams’s factory
several of his surplus slaves. The company credited Chesnut
for the amount of the hirelings’ rent, against which he drew
cotton and woolen goods manufactured at the mill. The fac-
tory purchased Chesnut’s raw cotton, paying him in cash or
credits which he used to buy finished textile goods for his
plantation hands. Of course, Chesnurt also received a share of
the company’s earnings.” To the company, Chesnut was a
welcome source not only of capital, but of labor and raw ma-
terial at comparatively low prices, while Chesnut’s plantation
served as a market for its manufactured goods. To Chesnut,
the mill absorbed surplus slaves, cash, and cotton, while the
company provided comparatively cheap manufactured goods
and yielded profitable rerurns on his investment. Such finan-
cial relationships were mutually beneficial to planters and
manufacturers alike.

Slaveowning planters also financed many iron works—the
Nesbitt Manufacturing Company, a large South Carolina con-
cern, being an interesting case. Like other Nesbitt investors,
its president, Franklin Harper Elmore, a leading slaveholding
and landowning banker, had strong personal, political, and
financial ties in South Carolina and neighboring states. To
raise capital, the company’s founders agreed to permit mnves-
tors to purchase stock with an equivalent value of blacks.
Financial records reveal that several planters, including Wade
Hampton, Pierce Mason Butler, and the Elmore Brothers,
each invested thousands of dollars’ worth of bondsmen in re-
turn for company certificates. The iron works thereby ac-
cumulated about 140 Negroes, worth about $75,000. Though
two nearby banks loaned cash, a large portion of the com-
pany’s capital consisted of slave labor.*

Similarly, slaveowning planters capitalized many extractive
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enterprises. As early as 1804, Moses Austin observed Missouri
farmers sending or accompanying their slaves to the lead dig-
gings after harvest, to supplement their incomes. In the 1840’s,
John C. Calhoun periodically worked some of his cotton plan-
tation slaves at his Dahlonega, Georgia, gold mines. In 1849,
the American Farmer reported that Alabama cotton planters
were shifring their bondsmen into turpentine extraction and
distillation.**

Slaveowning planters and farmers also financed the major-
ity of southern railroads, canals, and turnpikes. Some planters
bought company stock with cash; others purchased or re-
ceived shares for the labor of their slaves. “The cleaning,
grubbing, grading, and bridging of the road,” reported the
Mississippi Central Railroad, “‘have been undertaken by plant-
ers rcsiding near the line, who, almost without exception, are
shareholders in the company. They execute the work with
their own laborers, whose services they can at all times com-
mand.” ** Some slave-employing railroad contractors were
paid company stock instead of cash, while some planters ex-
changed their slaves’ labor for the privilege of having a rail-
road pass nearby their plantation.*® The advantages of such
financial relatmnslups were clearly understood by many south-
ern railroad officials, including the president of the Charlotte
and South Carolina line, who reported in 1849:

The practice of allowing stockholders to pay up their
subscriptions in labor, is one of recent origin; is admi-
rably calculated to increase the amount of stock sub-
scribed, to facilitate its payment; and gives to the slave
States great advantages over the free in the construction
of railroads. . . . Although this road was not, in the first
instance, let in this manner, yet it has virtually resulted
in it. The contractors, in many instances, hiring the hands
of other stockholders, and purchasing their supplies of
them, have contributed largely to the payment of stock
in labor.%
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While private investment by slaveowners predominated,
public investment in industries and internal improvements by
state and local authorities comprised only a small portion of
the total capitalization of southern industries. Such public
funds went almost entirely into slave-employing transporta-
tion projects rather than into other types of industry.*” More-
over, federal ** and foreign ** funding of southern industries
was also negligible. This situation contrasted with the process
of capitalization in the North and West, where more industrial
capital came from commercial surpluses, rather than agri-
cultural, and where state, federal, and foreign funding of in-
dustries plavt'd an important role.” Indeed, the ratio of public
to prwate investment, -::spcmallv in transportation, seemed
lower in the South than in the North. Thus, Southerners
derived industrial capital from their own internal, private
sources, specifically from the earnings of plantation agricul-
ture. Southerners seemed to be developing industries in their
region almost exclusively by their own efforts.

Regarding the flexibility of industrial slave capital, the
records of several southern enterprises reveal that slave own-
ership did not cripple industrial finance. It is, of course, pos-
sible that larger industrial enterprises and wealthier business-
men were able to manipulate their slave investments more
easily than smaller operators and less secure investors. But it
is also true that industrial slavery reduced neither the flexibil-
ity of capital nor the mobility of labor to the extent that
financial problems could not be solved. At the Nesbitt Manu-
facturing Company, a large South Carolina iron works, for
example, finance remained quite flexible. In 1840, a plantcr—
investor proposed to rent twelve blacks to the company rather
than to invest them. The annual rate of hire would be $120 for
each slave, the duration of hire four years, and the rent paid
in company stock at the end of each year. The company
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accepted this proposal. The same year Pierce Mason Butler
decided to withdraw some of his slave capital. Having trans-
ferred $12,315 worth of slaves to the company in 1837, Butler
now withdrew eight bondsmen worth $4.,850, including four
whose skill and value had increased. Even when the company
terminated operations and settled its obligations, the original
stockholders were reimbursed merely by returning their slaves,
whose oftspring counted as a bonus.”

The Nesbitt Company’s slave capital was sufficiently flex-
ible so that in the first case the investor obtained shares by
renting his slaves, utilized some of his surplus bondsmen, re-
ceived company earnings, and withdrew his slaves when they
had become more skillful and wvaluable. In the second and
third instances, investors suffered little financial embarrass-
ment and they retained appreciated slave capital when the
enterprise was terminated. In each case, slave capital seemed
sufficiently mobile to meet the company’s needs.

Slave labor supposedly was less flexible than wage labor
during commodity market fluctuations and business depres-
sions when income dropped and labor costs had to be reduced.
However, many slaveowning industries found that during
such periods slave labor was as flexible as wage labor, even
though whites could be dismissed and slaves could not. “The
certainty of a regular and adequate supply of mining labor at
reasonable prices is the surest avenue of success in coal min-
ing,” privately confided the slaveowning coal miner William
Phineas Browne in 1847. “In this respect slave labor owned
by the mining proprietors is greatly superior to free labor
even if the latter were as abundant as it is in Europe or in the
mining districts of the North.” To Browne, the purchase of
slave coal miners was less expensive than paying wages to free
laborers. To rerain large stocks of coal during dull periods
the capital required to sustain free-labor mining operations
economically would amount to nearly enough to purchase
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Negroes, he argued. If enterprises owned slaves, on the other
hand, sufficient funds could be realized from current sales to
maintain full mining operations without financial embarrass-
ments during periods of depressed market conditions. Browne
also argued that slave ownership enabled enterprises to capi-
talize on market fluctuations. Mining companies should there-
fore depend mainly upon slave labor; free labor should be
worked only as a “subordinate adjunct” to the regular slave
force. “The employment of slave labor besides being more
in harmoney with our institutions,” concluded Browne after
much experience, “ensures a successful business against all
contingencies and will enable proprietors to pass through all
disturbing crises without being sensibly affected by them.” **

Browne’s confidence in the flexibility of slave capital was
confirmed by the experiences of many southern transporta-
tion enterprises. The Upper Appomattox Company of Vir-
ginia, which owned its black diggers, was able, in 1816 and
again in 1835, to rent out twenty bondsmen to obrain funds to
complete the work. The Roanoke Navigation Company of
Virginia, which also owned Negroes, was able, in 1823, to
obtain capital by either selling or renting out several slaves.
During the panic of 1837, this company rented out some
bondsmen for five months for $3,167; within a few months
the company thereby recouped 23 per cent of its original
$14,025 investment in thirty-three slaves. Of course, the com-
pany still operated the canal and owned its slaves. In 1839,
the company sold half its blacks for $7,044, rented some of
the remaining bondsmen to a nearby railroad, and thereafter
earned additional income by hiring out slaves each winter and
spring, while using them for repairs during summers.” Simi-
larly, after 1827, the Slate River Company of Virginia, which
owned five Negroes worth $1,900, rented out four of them
at $235 per annum each. One Alabama railroad, which owned
$0,575 worth of slaves, realized $2,503 annually (a 26 per cent
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return) by hiring them ourt in the 1830’. Upon the comple-
tion of the slaveowning Bayou Boeuf Navigation Works in
Louisiana, the company totally reimbursed its original inves-
tors and continued to pay them dividends.™

Confidence in the flexibility of slave capital was also evi-
dent in the financial schemes of A. C. Caruthers, a Tennessee
turnpike promoter. “We have a Charter for a Road to Trous-
dale’s Ferry,” confided Caruthers to a friend in 1838. “We
will build our Road—the State takes half. The plan is de-
vised—a few men—8 or 1o—will take the stock—pay it all in
at once—get the State Bonds—& with the fund build the Road.
. . . If you have any means of ascertaining the prices of
negroes . . . I should be glad to receive the information—
I mean all sorts—and especially such little & big [Negroes] as
would suit to work on a Turnpike—pound rock & c. Perhaps
you could also learn whether three or four hundred might not
be got of some three or four large slave holders in North
Carolina—Virginia & Maryland.-. . .” Proposing a clever plan
of finance, the promoter concluded:

With this fund, they can buy say 300 negroes, who will
do the work in one year. The interest of the $70,000 bor-
rowed—the tools—support of hands, mechanicks & all cant
cost more than $40,000. When the Road is done the
$ 140,000 is theirs—the bond to the Directors is cancelled.
The 300 Negroes are theirs—They can sell them for an
advance of at least of §100 each = $30,000. The whole
sale would be $140,000 original cost & $30,000 proffit =
in all $170,000. Out of this they must repay the $70,000
borrowed, & the $40,000 expenses in all $110,000—leav-
ing a clear profit of $60,000 & their road stock, which is
$6,000 each partner & $10,000 in road stock. . . .B®

The cxptricnces of slaveowning industries regarding the
Hexibi]it}r of slave capital have been confirmed by some recent
studies. In South Carolina there seemed to be adﬁquatt sources
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of capital for industrial investment, while Texas masters con-
verted slave capiral into liquid capiral, according to one his-
torian, by selling, mortgaging, or renting out their Negroes.
“At the same time that slave labor was being used as an in-
strument of production, that labor was also creating capital,”
he concludes. “It 1s difficult to understand how the notion
became current that the slave became a frozen asset and a
drain upon the capital resources of a region.” ** Of course,
slave hiring was an even more flexible use of capital than slave
ownership, and since demand for slaves remained high, slave
capital tended to remain liquid.

Even if these findings—that slave labor in southern industries
was profitable, efficient, and economically viable—are wvalid,
it still should be explained why southern ll'idllbtl'U did not de-
velop more rapidly. While the reasons for this are, of course,
mmplcx,::m explanation seems to rest in the limitations of
southern markets, the South’s difficulty competing with north-
ern and foreign producers, unfavorable balances of southern
trade, and, perhaps most important, in the ai:-ilit}' of southern
agriculture to outbid industry for investment capital)

The slow development of southern industries stemmed
partly from various restrictions on consumer demand. Slave-
owners usually maintained their slaves at subsistence living
standards, and some of the largest plantations were almost
entirely self-sufficient. The poor whites lacked purchasing
power because they did not produce for regional markets.
Isolated from transportation facilities, yeoman farmers pro-
duced only for limited markets and had difficulty competing
with more efficient planters. Moreover, the South lacked
urban markets, since by 1860 only about 10 per cent of its
population lived in cities, compared to the Northwest’s 14
per cent and the Northeast’s 36 per cent. Except for New
Orleans and Baltimore, the South had only a handful of cities
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with populations over fifteen thousand,” and many urban
dwellers were slaves or free blacks whose purchasing power
was minimal. Relatively few foreigners emigrated to the
South, where economic opportunity was poorer and the
climate sicklier than in the North. In addition, as late as 1861,
the southern transportation network still primarily tied plan-
tation districts to ports, rather than providing a well-knit
system which might have increased internal consumption.
Finally, the distribution of wealth, which helps determine
consumption propensities, was less even in the South than in
the North,” although the rate of growth and the level of
southern income compared favorably with other sections.”
Southern industries also lagged because southern manufac-
turers had dificulty competing in national market places.
Compared to northern and foreign producers, Southerners had
less experience, less efficient management, smaller markets,
inferior technology, poorer transportation, indirect trade
routes, and, perhaps most important, smaller capital resources.
Credit arrangements and unfavorable balances of trade drained
plantation profits northward and permitted northern mer-
chants increasingly to dominate the commerce in cotton, the
leading export both of the South and of the nation. Imports
came first through New York, rather than directly to the
South, because ships were assured of more cargo on the west-
ward passage from Europe to northern ports than to southern
ones."” The South would have had to pay for loans and serv-
ices obtained from the North in any event, but capital ac-
cumulated by northern merchants, bankers, and insurance
brokers tended to be reinvested in northern industries and

transportation enterprises rather than in southern ones.

Southern backwardness was not inevitable; rather, it was
the result of human decisions which could have led in a dif-
ferent direction. Afrer all, from the 1780’s to about 1815,
southern planters had been investing much of their surplus
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capital in industries and transportation projects. During these
years, when the South sustained one-third of the nation’s tex-
tile mills, southern industrial growth seemed to be paralleling
that of the North.' After 1815, however, southern industries
waned as the rapidly developing textile industry of Britain
and New England demanded cortton, the invention of the cot-
ton gin stimulated short-staple cotton cultivation, and fertile
fﬁuthwcstcrn plantations yielded quick prnﬁts to INVestors.
Southerners now began to invest more in new lands and in
;slave labor than in industry and internal improvements. This

" decision stemmed not only from the agrarian tradition and the
prestige of owning real property, but also because the pro-
duction of staples seemed to promise the easiest financial suc-
cess. In the competition for capital, agriculture thus outbid
industry.**

As a result of this process, by the 1830’s key slave-state in-
dustries were already a generation behind those of the free
states, and they were having great difficulty competing against
outsiders. By 1860, the South had only one-fifth of the nation’s
manufacturing establishments, and the capitalization of south-
ern factories was well below the national average. Thus, as
Eugene Genovese has pointed out, Southerners could provide
a market for goods manufactured by Northerners and foreign-
ers, but that same market was too small to sustain southern
industries on a scale large enough to be competitive.**

Though these factors helped inhibit southern industries, it
is hard to demonstrate that slavery was the sole cause of in-
dustrial backwardness. Slavery was only partly to blame for
the South’s difficulty competing with outside manufacturers,
for unfavorable patterns of trade, and for restricted consumer
demand. Other factors, such as geography, topography, and
climate, were at least as important as slavery in retarding
southern industry. Can slavery be blamed, for example, for
the natural attractiveness of farming in a fertile region? Was
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slavery responsible for the South’s natural waterway system,
which delayed railroad development? It therefore seems
doubtful that slavery alone decisively retarded the industriali-
zation of the South.'™*

-~ However, it must also be understood that, in the long run,

extensive industrialization would have been difficult, if not
impossible, under a rigid slave system. To develop according
to the British or northern pattern, the rural population of the
South would have had to be released from the land to create a
supply of factory workers and urban consumers. Greater in-
vestment in education for skills and greater steps toward a
more flexible wage labor system would have been necessary
than were possible in a slaveholding society. Changes in the
southern political structure permitting industrialists, mechan-
ics, and free workers greater participation in decision-making
processes affecting economic development were prerequisite
to any far-reaching program of modernization.

On the other hand, even if slavery is theoretically and prac-
tically incompatible in the long run with full industrialization,
the point at which this inconsistency would manifest itself had,
apparently, not yet been reached between 1790 and 1861.
Tensions were present in southern society, to be sure, but
Southerners were not yet foundering upon their domestic con-
tradictions. The time when slavery would be absolutely detri-
mental to southern industries remained quite far off. Moreover,
the development of slave-based industries was still necessary
and desirable, given the imperatives of the proslavery ideology
and the political realities of the period.
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