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The purpose of this study is to examine the role of state govern-

ment in the promotion of economic development in North Carolina from

1876 to 1896. Traditionally, the period between 1876 and 1896 has been

characterized as an era of retrenchment with respect to governmental

participation in economic affairs. In actuality, the state promoted

and participated in economic development in very positive ways.

Throughout the period, every inducement was offered for business

and industrial expansion. Liberal charter privileges for construction

and multi-business activities and the absence of excessive taxation

were incentives for corporate development, particularly with respect

to railroads. The extension of railroad lines was vitally important

in promoting economic growth, and the state's preferential policy

toward railroad corporations reflected this concern. Continuing a

policy which was begun in earlier years, the state gave direct aid to

railroads in the form of capital investments in stock and bonds. In

addition, the state leased its convicts for railroad construction

projects at minimal expense to the railroad companies.

The burden of increased expenditures for rail construction.

particularly on the Western North Carolina Railroad, led to a reversal

of the state policy of joint private and state ownership of railroad

lines in the 1880's when most of the state-controlled lines were sold

The abandonment of the state's dream of a grand trunkor leased.



line was a realization of the inadequacies of North Carolina ports and

the inadvisability of attempting to channel the natural north-south

flow of trade into an east-west pattern.

In many instances, by exercising a policy of non-intervention, the

state promoted economic progress. The liberal charter and taxation

policies of the state, which were incentives for railroad expansion.

were also Inducements for industrial growth. The absence of restrictive

labor legislation, along with an abundance of natural resources and

cheap labor, helped to account for the increased growth of manufactories

during the period.

The creation of new governmental agencies reflected the assumption

by the state of a greater responsibility in providing services and

regulatojry supervision for the welfare of its citizens. The establish-

ment of a Department of Agriculture represented the first effort to

develop and implement a program for economic development through a

Although the department was unable to remedy the basicstate agency.

inequities of the economic structure, it provided direct services to the

farmers through the research programs of the experiment station and the

distribution of information on crop experimentation and farming methods.

The fertilizer analysis program conducted by the experiment station

Geological surveysinsured a high quality product at a reasonable price.

contributed to the location and definition of the state's natural

resources.

In addition to its other responsibilities, the Department of

Agriculture supervised the preparation of the state's exhibits at



national fairs and expositions. Through exhibitions the state advertised

The state's immigration program was alsoits resources to outsiders.

under the direction of the department, and, although largely unsuccess-

ful, it represented an attempt to solicit investments and laborers for

economic growth.

As liberal forces gained strength in the legislature, agitation for

In the 1890's hostility to government intervention inchange increased.

corporate regulation decreased, and the state moved to provide greater

protection for its citizens against corporate abuse. The railroads were

the principal target for reformers, and in 1891 the legislature establish-

ed a Railroad Commission. Under the authority of the commission, railroad.

telegraph, and express companies were brought into more strict account-

ability to the state. Freight and passenger rates were subject to

commission approval, and the assessment of railroad property was brought

more in line with its true value. Most important was the suspension of

tax exemptions enjoyed by the state's railroads.

Frugality and conservatism dominated state policy from 1876 to 1896,

and the accomplishments of the period are overshadowed by the more pro¬

gressive programs which followed. However, the Democrats should be

credited with Initiating new programs and formulating regulatory

policies which promoted the economic development of the state.
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CHAPTER I

INTRODUCTION

The period in North Carolina history from 1876 to 1896 has been

characterized as an era of retrenchment with respect to governmental

participation in economic affairs. While the state was skeptical of

legislative intervention for economic promotion, its conservative

philosophy did not deter economic development and in many instances it

was a determining factor in economic growth. This thesis will examine

through legislative acts and public documents the policy of state

government in relation to economic development.

In recent years several studies have analyzed and assessed the

effects of political and economic policies in shaping state develop-

ment, particularly during the post-Revolutionary and pre-Civil War
1

Oscar and Mary Plug Handlin examined the economic developmenteras.

of Massachusetts from 1774 to 1861, and their work represented the

first in a series of publications commissioned to explore economic

development in the states of Massachusetts, Pennsylvania, Georgia, and

Illinois. The research of the Handlins contributed to a re-evaluation

1
Studies of state governmental policy in relation to economic

development include the following: Oscar and Mary Plug Handlin,
Commonwealth: A Study of the Role of Government in the American Economy:
Massachusetts, 1774-1861 (Cambridge, 1947); Louis Hartz, Economic
Policy and Democratic Thought: Pennsylvania, 1776-1860 (Cambridge, 1948),
hereinafter cited as Hartz, Economic Policy and Democratic Thought;
Milton Sydney Heath, Constructive Liberalism; The Role of the State in
Economic Development in Georgia to 1860 (Cambridge, 1954); Gerald Nash,
State Government and Economic Development, A History of Administrative
Policy in California. 1849-1933 (Berkeley, 1964), hereinafter cited
as Nash, State Government and Economic Development in California.
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of the role of state government in directing the course of economic

events.

A philosophy of "sturdy individualism" and non-intervention has

generally been associated with governmental policy on the state and
2

national levels prior to 1877 and even as late as 1890. Louis Hartz

did not find this to be the case in his study of the state policy of

Pennsylvania before the Civil War. Instead, the government assumed a

significant role in guiding economic affairs. Through its charter

policy of joint state and corporate ownership and its public works

programs, the state of Pennsylvania promoted and participated actively

in the economic growth of the period. Much the same conclusions con-

ceming governmental policy were reached by the Handlins in their

A similar work by Gerald Nash on the state ofstudy of Massachusetts.

California revealed comparable data for a later period.

All states examined in these studies manifested a desire to pro-

mote the economy and the welfare of the people, goals which were achieved

through a variety of means. Liberal charter privileges, monopolies, and

tax exemptions were typical inducements to foster agricultural and Indus-

trial growth. The research programs for the collection and distribution

of economic data and the policy of joint private and government owner-

ship of public works projects were other promotional strategies. In

many cases, the absence of restrictive legislation was perceived as an

important factor contributing to industrial development. Direct aid

2

Hartz, Economic Policy and Democratic Thought. 3.
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from the government took the form of capital investments or loans for

corporate development in commerce and industry. Regulation of economic

activities was also present and usually included rate fixing, inspec-

tion standards, taxation limits, licensing and consumer protection pro-
3

grams.

Many of the promotional and regulatory activities evidenced in the

governmental policies of other states were also evident in the post-

Reconstruction era in North Carolina. Tarheels responded to the urgent

need to stabilize and rebuild their economy and attempted in many ways

to promote agricultural and industrial development. Reaction to ex-

cessive expenses and abuses by the Radical Republicans brought a re-

duction in expenditures, but the state initiated programs and legis-

lative actions which aided and expanded economic programs.

After the Civil War, the South looked to the North as a source of

capital and labor for reorganizing its economy, and North Carolina was

A promotional atmosphere prevailed as the state set forthno exception.

The optimistic mood ofto advertise its wealth of natural resources.

the state under Democratic leadership was amply demonstrated in the

In 1881 Governormessages of the governors who heralded a new era.

Thomas J. Jarvis noted the revival of the state's economic life and the

rejuvenated spirit of its people in his address to the legislature.

No general assembly has convened in the state for the last twenty

3

Nash, State Government and Economic Development in California,
349-358.
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years under such favorable auspices as those which greet your
coming. . . . During the year which has just closed abundant harvests
and remunerative prices have blessed the labors of the husbandman; the
mechanic and the laborer of every kind have worked with hope and energy,
and have seen their anticipations of successful returns fully realized.
Trade and business of every description have exhibited a healthy, steady
increase. The despondency that for years has weighed upon our people
like a pall, oppressing their energies, and retarding their progress,
has been lifted up^ and all begin the next year with a will and a faith
that must succeed.

During the Jarvis administration, the executive branch assumed a

strong leadership role in formulating state policy, particularly with

respect to railroad development. In defining his philosophy in relation

to state policy and economic affairs, Jarvis emphasized that while

government should "play a negative role" in economic development, a

favorable environment should be created in which all groups could con¬
5

tinue to grow and prosper.

In actuality, governmental policy promoted economic growth in very

During the period from 1876 to 1884 the state began topositive ways.

exhibit a more paternalistic attitude toward the welfare of its citizens

by assuming a greater responsibility in providing services and regu¬

lation. The establishment of the Department of Agriculture was an

example of the state's assumption of an obligation to improve the wel-

The state's participation in national fairs andfare of the farmer.

expositions, its immigration program, its establishment of an experiment

4
"Governor's Message," Executive and Legislative Documents of the

State of North Carolina, Session 1881 (Raleigh, 1881), Document No. 1,
1, hereinafter cited as Piiblic Documents with appropriate date.

5

"Inaugural Address, 1879," in W. Buck Yearns (ed.). The Papers of
Thomas Jordan Jarvis, 1869-1882 (Raleigh, 1969), 40, hereinafter cited
as Yearns (ed.), Jarvis Papers.
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station and the provision for research programs all represented efforts

to improve the economy of the state.

In many instances, by exercising a policy of non-intervention.

the state promoted economic growth. This was particularly evident in

industrial development. Liberal charter privileges and the noticeable

absence of restrictive legislation and excessive taxation programs en-

couraged the establishment of manufactories. This same policy was an

inducement to railroad interests. The state leased its convicts to

railroads for construction projects, and by so doing encouraged rail-

road expansion. During this period, however, the policy of joint-

ownership and management of rail lines was discontinued with the sale

or lease of state owned lines.

Between 1884 and 1891 the state's leaders staunchly defended the

status quo, giving only lip service to public improvement. Opposition

to increased expenditures by the conservatives threatened to jeopardize

newly established state programs which had not had time to prove their

Throughout the late 1880's, hostility increased towardeffectiveness.

government intervention in economic affairs, particularly with respect

to corporate regulation. The farmers, organized politically as Alliance-

men and Populists, became active in prodding relunctant legislators

into action.

After 1890 liberal forces gained strength in the legislature, and

the state began to consider and define its responsibilities to the

people. Appropriations to institutions increased, new governmental

agencies were created, a railroad commission was established and
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additional regulatory legislation was enacted for the protection of the

public interest.

Bourbon Democrats have been criticized for their association with

the commercial and industrial interests of the North to the exclusion

Their hesitancy to exertof the welfare of farmers and laborers.

decisive action left them vulnerable to attacks by reformers. While

their accomplishments have been overshadowed by the more aggressive

state action that followed, the Democrats succeeded in establishing

important institutions and formulating regulatory policies which

promoted economic growth.



CHAPTER II

THE DEPARTMENT OF AGRICULTURE

At the close of the Civil War, North Carolina faced the prospect

of rebuilding an agricultural economy on a base of free labor. Tenancy

and the crop lien system became the pattern as former slaves returned

to the soil. The problems of the farmer were augmented by poor crop

yields, low prices, and a need for reliable laborers. The plight of

the farmer was apparent, and so also was the need for a comprehensive

state organization to focus on agricultural affairs. The promotion of

agricultural interests was one of the first matters to receive the

attention of the Democrats.

The North Carolina State Grange and later the Farmers' Alliance

were among the most powerful organizations to represent the farmers

It was at the urging ofinterests during the post-Reconstructlon era.

farmers that the legislature in 1874 created a Bureau of Immigration,

Statistics, and Agriculture under the authority of the office of the
1

However, the Grange was not satisfied with theSecretary of State.

limited responsibilities of the bureau or its inclusion within the
2

The neighboring states of Tennesseeoffice of the Secretary of State.

1
Laws and Resolutions of the State of North Carolina Passed by the

General Assembly at Its Session of 1873-1874, c. 135, 214-215, herein-
after cited as Laws of North Carolina, with appropriate date.

2
Stuart Noblin, "Leonidas Lafayette Polk and the North Carolina

Department of Agriculture," North Carolina Historical Review, XX
(April, 1943), 117, hereinafter cited as Noblin, "Leonidas L. Polk."
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and Georgia had established departments of agriculture to serve

farmers, and the Grange was anxious to promote the same type of organi-

zation for North Carolina. The North Carolina Agricultural Society

and the University of North Carolina also supported expanded services

to the farmer. The Constitutional Convention of 1875 provided for a

Department of Agriculture in the revised state constitution, but imple-

mentation was left to the legislature.

In 1875 the state Grange drafted a memorial proposing the estab-

lishment of an agricultural agency and an experiment station to regu-
3

late the manufacture and sale of commercial fertilizers. The memorial

was submitted to the 1877 General Assembly by Governor Zebulon B. Vance,

Vance favored the estab-along with his support and recommendations.

lishment of a Department of Agriculture and also an experiment station.

In addition, he was particularly concerned that the work of the state
4

The position of state geologist had beengeologist be continued.

created in 1866, and Vance noted its importance to the state in his

message to the legislature.

In a hundred ways I believe it has been of the greatest service to the
interests of our State. Nothing has done so much to develop our
mineral resources or to introduce capital to our mines of gold, iron,
and copper. Its influence on immigration has also been considerable,
and we may reasonably believe that much fruit will yet ripen from the
seeds sown in Europe by the distribution of more than ten thousand
reports in German, concerning our resources, which the State Geologist

3

Noblin, "Leonidas L. Polk," 117.
4
"Governor's Message," Executive and Legislative Documents of the

State of North Carolina, Session 1876-1877 (Raleigh, 1877), Document
No. 24, 6, hereinafter cited as Pub1ic Documents, with proper date.
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5
has made, in addition to the many valuable volumes circulated at home.

The governor suggested that the Geological Survey and the work

of Professor Carruthers Kerr, State Geologist, be coordinated with the

University of North Carolina. Kerr could conduct field practice dur-

ing the summer months and be available for a lecture series during the
6

winter.

Acting upon the governor's recommendations and the proposals of

the Grange, the General Assembly instructed the state geologist to

supply statistical information which might be helpful in organizing

a Department of Agriculture. Legislators were anxious to acquire

"such information, as . . . will be of advantage in the enactment of

such laws as will furnish protection to our farmers from the great

impositions they are now suffering in the purchase of worthless and
7

spurious fertilizers."

The report prepared by the state geologist stated the needs of

the farmer and the potential benefits of a Department of Agriculture.

Kerr noted the abuses of fertilizer manufacturers, and the progress

made by other states and European countries in testing fertilizers

An agricultural station or state labo-and the regulation of content.

ratory would enable valuable experimentation in crop and seed detection

as well as provide needed services to the farmer in the control of

5
'Governor's Message," Public Documents, 1876, Document No. 25, 6.

6
"Governor's Message," Public Documents, 1876, Document No. 25,

4-6.
7
"Resolution of Instruction to the State Geologist," Laws of

North Carolina, 1876, 584.
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8
of worthless fertilizers.

Kerr also pointed to the accomplishments of other states. The

northern states of New Jersey, New York and Massachusetts, as well as

Georgia and Tennessee, had established administrative departments to

deal with agricultural interests and each had contributed to the pro-

gress of the state. The necessity for such an agency in North Carolina

could be verified easily, according to Kerr, by an examination of the

work of the geological office. Numerous inquiries from all quarters
9

sought information about the resources of the state.

Several bills proposing services for the farmer were introduced

into the 1877 legislature. Two proposals dealing specifically with

the collection of statistics of agricultural products and the estab-

lishment of an experiment station were unfavorably reported from com-

A bill to establish a Department of Agriculture, introducedmittee.

by W. C. Troy in the Senate, incorporated many of the proposals of

various agricultural interests and provided for a comprehensive agency
10

with a wide scope of responsibilities.

Largely through the efforts of Troy, Thomas Michael Holt and

Montford McGehee, this important agricultural legislation was guided

8

"Report of the State Geologist," Public Documents, 1876, Document
No. 32, 1-11.

9

"Report of the State Geologist," Public Documents, 1876, Document
No. 32, 1-11.

10
Journal of the Senate of the General Assembly of the State of

North Carolina, at its Session, 1876-1877, S. B. 475, S. B. 455, 485,
hereinafter cited as Senate Journal, with proper date.
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11
In its final form, the "Actsuccessfully through the legislature.

to Establish A Department of Agriculture, Immigration and Statistics,

and for the Encouragement of Sheep Husbandry" included many of the

proposals of Leonidas L. Polk and the state Grange. The department

was to be under the control of a board composed of the Governor, the

State Geologist, the Master of the State Grange, the President of the

State Agricultural Society, the President of the Agricultural College
12

of the state and two agriculturalists. Membership on the board later

became a source of criticism and led to a feeling of alienation of

interests on the part of the farmers of the state.

The responsibilities of the department encompassed a variety of

The Geological Survey and the work of the state geologistactivities.

were made a "co-operative department" with the Department of Agri-

The state geologist was responsible for preparing "illus-culture.

trations of the agricultural industries, products and resources of

the State," and the arrangement of collections for the geological

A handbook containing important statistics and maps detailingmuseum.

mines, minerals, water resources, and mountains was to be prepared by

the department for distribution at fairs and expositions and through

the mails. The newly created department was authorized to employ

agents to be based in foreign countries and at home in the interest of

encouraging immigration. As a further aid to incoming laborers and

11

Noblin, "Leonidas L. Polk," 117-121.
12

Laws of North Carolina, 1876, c. 274, 507.
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interested investors, the department was directed to maintain a gen-

eral land and mining registry containing a description of all farming.

mineral and other lands for sale. The department was to serve as an
13

authorized agent in the disposition of listed properties.

To finance the numerous activities of the Department of Agri¬

culture, a privilege tax of $500 was levied annually upon importers

and manufacturers of each brand of "manipulated guanos, superphosphate

or other commercial fertilizers." An analysis of the various brands

was to be conducted by the state chemist and every effort was to be
14

made to "suppress fraudulent advertisements and sales."

Perhaps some of the most important work of the department was con-

North Carolina was a pioneer inducted by the experiment station.

agricultural experimentation, and the experiment station was the first

of its kind in the South and the second to be established in the United
15

Dr. Albert R. Ledoux served as state chemist and conductedStates.

the work of the experiment station in association with the University

The scope of agricultural experi-of North Carolina at Chapel Hill.

mentation was expanded over the years, but the primary concern at the

outset was the analysis of fertilizers and seed composition. A pam-

phlet. What Is Said About the Agricultural Experiment Station, that

13
Laws of North Carolina, 1876, c. 274, 507.

14
Laws of North Carolina, 1876, c. 274, 513.

James Finley Kretschmann, "The North Carolina Department of
Agriculture, 1877-1900" (unpublished master's thesis. University of
North Carolina, 1955), 93, hereinafter cited as Kretschmann, "The
North Carolina Department of Agriculture."

15
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was published to inform the farmer and secure his confidence, quoted

article from Hales Weekly which pointed up the plight of the farmer.an

Before the Department [Agriculture] was established 107 brands of
fertilizers were sold in North Carolina. Of these . . . some were so

worthless that they were re-shipped here from Georgia, which had its
Department in operation and would not allow them to be sold there; one
of them of large sale here being four-fifths sand.^^

After the establishment of the experiment station, fertilizers

sold in the state were tested regularly and their chemical compositions

published. Most states inspected manufacturer's products in November,

but Ledoux preferred to sample new fertilizer supplies in the spring.

Presumably this insured the farmer that the product had not undergone
17

changes during manufacture over the winter months.

Steamboat and railroad companies were required to furnish infor-

mation on the amount of fertilizers transported and samples for analysis
18

were available for collection at ports. Vigorous enforcement of in-

spectlon laws maintained a high quality of fertilizer available to the

farmer, and there were very few attempts at evasion with the exception
19

of a few small manufacturers.

The fertilizer license tax, which was the sole support of the

Department of Agriculture, remained in force until 1890 when the

16
What Is Said About the Agricultural Experiment Station, Opinions

of the Press and the People (Raleigh, 1880), 13, hereinafter cited as
What Is Said About the Agricultural Experiment Station.

17
"Analyses and Valuation of Fertilizers for 1877 and 1878," Report

of the State Chemist to the Commissioner of Agriculture (Raleigh, 1878),
5-6.

18
Laws of North Carolina, 1876, c. 274, 511.

19

Kretschmann, "The North Carolina Department of Agriculture," 26.
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American Fertilizer Company challenged the tax and brought suit against

the department. The license tax was declared unconstitutional by the

United States Circuit Court and was replaced in 1891 by a 25 cent tax
20

on each ton of fertilizer brought into the state. In 1892 the

Patapsco Guano Company questioned the constitutionality of the new tax.

but the court upheld the tax with the provision that the 25 cent fee be
21

used only for the purpose of inspection and analysis of fertilizers.

As a result of the court suits, the number of fertilizer brands on the
22

market jumped from 64 in 1890 to 295 in 1891.

Through the fertilizer program, the department had succeeded in

restricting the sale of low quality products. Requirements for label-

ing fertilizer content helped to insure the farmer that contents were
23

at least equal to stated labels. As a result, the prices of commer-

cial fertilizers dropped 25 percent while the quality increased 14 per-

This amounted to an estimated annual savings of $1,000,000 tocent.

24
the farmers of the state.

In addition to fertilizer analysis, the experiment station main-

North Carolina fanners were victims oftained a seed testing service.

20
Laws of North Carolina, 1891, c. 9, 40-41.

Report of the Department of Agriculture to the General Assembly
of North Carolina For the Years 1891-1892 (Raleigh, 1892), 10-13.

21

22

Kretschmann, "The North Carolina Department of Agriculture," 30.
23

Laws of North Carolina, 1891, c. 90, 41.
24
Bulletin of the North Carolina Department of Agriculture, June,

1893, 3.
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unscrupulous seed companies that sold seed made from ground quartz or

seed of "worthless grasses, poisonous plants and weeds" which were

passed off as orchard grass or red clover. To aid farmers in detecting

faulty seed, samples of the various companies were tested, and a col-

lection of over 1,000 seed specimens was available to the farmers to
25

aid in seed selection. To aid the purchaser, the legislature also

enacted a law requiring vegetable or garden seed to be packaged with
26

the date seeds were grown stated on the label. Findings of the seed

testing program were published in the reports and bulletins of the

experiment station.

To encourage farmers to diversify their products, the experiment

station tested and attempted to introduce new crops to North Carolina

In 1883, the department urged farmers to grow grapes andfarmers.

peaches; between 1877 and 1890 it was estimated that the grape indus-
27

try increased 400 percent. Jute was grown on a limited basis, but

production was not too successful. Likewise, silk culture was attempted

in some North Carolina areas, but did not become as widespread as hoped.

A colony of French immigrants was established in Moore County and
28

achieved some success in the silk culture.

25
What Is Said About the Agricultural Experiment Station, 34.

26
Laws of North Carolina, 1891, c. 331, 355.

27

Kretschmann, "The North Carolina Department of Agriculture," 73-
74.

28
News and Observer (Raleigh), March 7, 1884; March 18, 1876,

hereinafter cited as News and Observer.
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Perhaps one of the major contributions of the experiment station

was the dissemination of its research findings to the public. Regular

bulletins were issued which dealt with a variety of topics from the

latest agricultural methods to recipes for homemade vinegar. As part

of an attempt by the department to educate and inform the farmer.

Ledoux wrote agricultural articles for various state newspapers and
29

corresponded with farmers on agricultural problems.

In addition to protecting the farmer's interests, the Department

of Agriculture turned its attention to the development of the fishing

In 1880 the department created aand oyster industries of the state.
30

Under the direction of S. G.sub-department of fish and fisheries.

Worth, fish hatcheries for the breeding of shad and salmon were estab-

lished on the Neuse, Roanoke and Chowan rivers in the East and the
31

In terms of monetary investments, noSwanannoa River in the West.

state made more progress in fish cultivation than North Carolina dur-
32

However, interest in fishing the period between 1881 and 1884.

propagation dwindled in 1885 when the legislature shifted its emphasis

to the oyster industry.

During the late 1880's the oyster industry demanded a great deal

29

Report of the State Chemist to the Board of Agriculture, 1879
(Raleigh, 1879), 49.

Laws of North Carolina, 1887, c. 119, 218-225.

Kretschmann, "The North Carolina Department of Agriculture," 33.

Kretschmann, "The North Carolina Department of Agriculture," 36.

30

31

32
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Largely underdeveloped grounds on the state's coast wereof attention.

threatened by an influx of oystennen from depleted oyster fields in

To protect the state's grounds for its citizensMaryland and Virginia.

and hopefully to develop new industrial interests, the legislature

In 1885moved to bring the oyster industry under strict regulation.

legislators called for a survey of all natural and private oyster beds

to ascertain the extent of oyster grounds in North Carolina and their
33

commercial possibilities. Partial financing of the survey was as-

sumed by the United States Coast and Geodetic Survey. In this manner

the precise nature and location of oyster beds was defined. By 1895

the state had jurisdiction over 20,553 acres designated as public
34

grounds; 5,210 acres were defined as natural beds.

In 1887 the Board of Agriculture was instructed to select three

commissioners of shell fisheries to supervise the oyster industry.

Franchises for use of public grounds were sold for 25 cents per acre.

and in order to standardize the sale of shellfish the commissioners
35

fixed the proper size of oysters and established a bushel measure.

Further regulations to protect North Carolina's oyster interests made

it unlawful to take oysters from natural beds except for sale in North
36

Carolina or to sell two year old cultivated oysters outside the state.

33
"Resolution in Regard to the Oyster Industry of the State,"

Laws of North Carolina, 1885, 689.
34
North Carolina and Its Resources, 1896 (Raleigh, 1896), 154-155.

35
Laws of North Carolina, 1887, c. 119, 218; c. 248, 488.

Laws of North Carolina, 1889, c. 302, 310.
36
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Only citizens of the state were permitted to use boats on public

grounds and were required to purchase a license for boats and the
37

catching of oysters. Hand tongs were the only instrviments allowed

for removing oysters in order to protect the beds; no dredging, drag-
38

The legislature appropriated fundsging, or scooping was permitted.

in 1891 to aid in enforcing its regulations governing fishing and
39

oystering.

One of the most expensive and potentially valuable undertakings

of the Department of Agriculture was the revitalization of the Geological

The collection of accurate data on resources and the dissemi-Survey.

nation of that information to North Carolinians and prospective in-

vestors and settlers was the primary concern of the Geological Survey.

The state geologist, William Carruthers Kerr, had conducted research

over a five year period in preparing a geological survey for the state

during the 1870's. The first volume of the survey was published in

Ill health1877, and Kerr continued preparations for a second volume.

forced a delay in Kerr's final publication, and the legislature grew
40

restless with the delays and the expense of the survey.

In 1879 as part of the Democratic program of retrenchment and

37
Laws of North Carolina, 1891, c. 338, 370.

38
Laws of North Carolina, 1891, c. 11, 43; Laws of North Carolina,

1885, c. 74, 125.
39
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40
Thomas J. Jarvis to W. C. Kerr, February 10, 1883, in Yearns

(ed.), Jarvis Papers, 51.
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reform, the legislature abolished the position of state geologist and

A "suitable person" was toreorganized the Department of Agriculture.

be appointed to conduct a new "geological, mineralogical, botanical

and agricultural survey of the State" with expenses of publication to
41

be assumed by the department. Kerr, at the insistence of Governor

Jarvis, completed portions of his later research, but was unwilling to

continue with the work of the Geological Survey. In seeking his re-

placement, Jarvis indicated the approach he hoped future geologists

would pursue. The needs of the state dictated that the economic

aspects of geological work take precedence over the scientific and
42

that geological findings be used for commercial purposes. Expend!-

tures for the Geological Survey totaled $8,091 for the two year period.
43

1879 to 1881, and it was hoped that the continuing expense could be

justified by increased investments in the state's economic growth.

In 1891 the legislature authorized a new Geological Survey for

the purpose of developing the state's mineral resources. Dr. Joseph

Austin Holmes, of the University of North Carolina, was appointed state

geologist and instructed to conduct a "thorough examination of the
44

nature and extent of the mineral and timber resources of the state."

41
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42
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Book, North Carolina Department of Archives and History, Raleigh.
43
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1881, Document No. 9, 70.

44
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Reports on special subject areas were to be published, but their number

was limited to three thousand copies. The biennial reports of the

state geologist were also limited to three thousand copies and expendi-
45

tures of the survey were not to exceed $10,000.

The North Carolina Geological and Economic Survey was co-ordi-

nated with the work of the United States Geological Survey, and Holmes

reported that substantial accomplishments had been made by the survey

during its first year. An examination of the soils and timbers of the

Coastal Plain, Piedmont, and Western regions had been conducted. Iron,

building stones, marble, and coal deposits had also been investigated

and specimens collected for a mineral exhibit at the World's Columbian
46

Exposition in Chicago.

In terms of benefits to the state, the work of the survey after

one year, had been "instrumental in bringing into the State not less

than a million dollars of investments in mineral, timber and water
47

In his message to the 1893 legislature.power resources. .

Governor Thomas M. Holt urged continued legislative support for the

project and its publications:

At a time like this, a geological survey is not to be considered
a luxury which a rich State may enjoy; it is, for a State like ours,
an essential feature in our progress. We do not possess great coal

45
Laws of North Carolina, 1891, c. 417, 483-484.

46
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1892), 19.
47
First Biennial Report of the State Geologist, 1891-1892, 23.
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fields like Pennyslvania, which would force themselves unaided into
notice, but our mineral products are more varied, and require more
time and labor for their discovery and description, and, in the aggre-
gate returns, the results more than compensate for the required ex-
penditure.^®

Additional attention was given to mineral resources in 1895 and

1896. Deposits of gold, monozite and corundum deposits were defined.
49

and a study begun of clay and mica deposits. Nximerous requests for

mineral samples were received from outsiders, and the geologist func-

tioned as an agent in the distribtuion of samples and information to
50

interested investors.

Forestry resources continued to be investigated between 1893 and

1896. W. W. Ashe and Gifford Pinchot devoted a great deal of time to

forestry and their report on the "Timber Trees of North Carolina" was
51

As evidence of the importance of the survey'swidely distributed.

work, an article on transportation facilities noted the increasing

number of railroads constructed in eastern North Carolina to reach

In 1893 these roads numbered 18, representingremote pine forests.
52

194 miles of track and $408,800,000 in capital outlay.
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The establishment of the Geological Survey by the legislature

represented another attempt by the state to encourage capitalists to

invest in North Carolina and to thus build the state industrially and

economically. With the limited funds available and a small staff, the

Geological Survey made advancements in securing basic data on resource

location and potential.

As part of its responsibilities, the Department of Agriculture

was also charged with incorporating a program for the gathering of

data on economic conditions. This was never carried out effectively.

and for the most part the laborer was forgotten. Working conditions

were far from ideal and many workers labored twelve to fourteen hours

a day, leaving little time to devote to recreation or personal improve-
53

Efforts to legislate in favor of the worker were almost non-ment.

existent.

The depression of 1883 gave impetus to the workers' need to unite

for stronger recognition of their rights. Although the charter of the

Knights of Labor limited political activities, labor surfaced briefly
54

in 1887 to challenge the economic policies of the Bourbon Democrats.

At the State Assembly of their members, the Knights formulated an

"ambitous legislative program" calling for a state labor bureau to

53
First Annual Report of the Bureau of Labor Statistics of the

State of North Carolina for the Year 1887 (Raleigh, 1887), 6, herein-
after cited as Report of the Bureau of Labor Statistics, with proper
date.

54
Melton McLaurin, "The Knights of Labor in North Carolina

Politics," North Carolina Historical Review, XLIV (July, 1972), 298,
hereinafter cited as McLaurin, "The Knights of Labor."
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collect labor statistics, a ten hour work day, and reform of the con-
55

vict-lease system.

In terms of legislation enacted, the Knights' first organized

venture into state politics was a partial success. Their efforts to

reform the convict-lease system failed and their support of a bill

limiting a working day to ten hours ended in an unfavorable report by
56

A bill to create a separate laborthe House Agricultural Committee.

bureau was introduced by C. P. Lockey of Wilmington, but was strongly

opposed by the farmers who charged that a separate bureau would only

increase the already heavy tax burden, encourage secret societies, and
57

The Alliance men, instead, supported a billcause future trouble.

to place the collection of labor statistics under the auspices of the

Department of Agriculture. In a compromise settlement, a separate

bureau was established, but it was to operate as an agency of the

Department of Agriculture. The labor commissioner was to be appointed

by the governor.

The North Carolina Bureau of Labor Statistics was one of twenty

A "meager"established in the various states between 1869 and 1887.

appropriation of $3,000 was allotted for bureau expenses and this

Expenditures ofamount decreased to $2,000 in the following years.

the bureau were to be financed by the taxes collected from fertilizer

55
News and Observer, January 28, 1887.
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McLaurin, "The Knights of Labor," 307.
57
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58

Designed as an information gathering agency, it was hopedcompanies.

that the bureau could serve as an educational force for fostering better

conditions for laborers. W. N. Jones, the first Commissioner of Labor,

set forth the purpose of the bureau thusly:

. . . to investigate matters pertaining to the producers of the State,
and to present them for public consideration. ... to get their (pro-
ducers) ideas and present them along with the ideas of others—to get
back ideas, that they may act and re act, that the public mind may be
informed and a just sentiment created and fostered.^

The bureau made recommendations based on the statistics and opin-

ions collected; published data was distributed to the state's news¬

papers and labor organizations.

Because of limited funds, the bureau's principal method of gather¬

ing information was through questionnaires sent through the mail. For¬

tunately, the public and most businesses were co-operative in return-

ing the surveys. Every county was represented in the first returns
60

During its first years, the bureau confinedcompiled by the bureau.

its data gathering to specific areas of concern such as mechanical

employment, agriculture, and manufacturing. Questionnaires sent to

mechanics and laborers presented a picture of the working conditions

of the laborer, the hours he toiled, and the wages he earned. The

manufacturing concerns of the state were polled to assess the increase

in industry and the condition of their employees.

58
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The bureau examined the state's industrial future and found Indus-

try to be growing rapidly and taking advantage of the available natural

The Census of 1880, in fact, indicated that capital invest-resources.

ments in manufacturing concerns had doubled during the preceding
61

decade. That amount continued to grow. Manufacturing, mining, and

mechanical operations employed over one-fifth of the state's working
62

population.

Co-operation from industry in obtaining information decreased in

the 1890's. The commissioner complained frequently of the failure of

firms to return questionnaires and the lack of co-operation on the part

of businesses when approached by representatives of the bureau attempt-

In 1894 inquiries were sent to 167 cottoning to collect information.
63

mills and 10 woolen mills; only 106 replied. Only 16 of 150 tobacco
64

By mid 1890 industryfactories replied to bureau surveys in 1895.

was well established and growing more protective of its position.

In examining agricultural conditions, the bureau devoted partic-

ular attention to the mortgage lien system which had inflicted more

harm on the farmers than any other single factor. The cotton belt of

North Carolina was plagued by this system of credit which had almost

entirely eliminated the diversification of crops and heavily mortgaged

61
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65
the farmers. Although the evils of the system were apparent, and

recommendations for improvement were made, the farmer remained in bond-

age and his wages declined throughout the period.

Despite shortages of funds, the bureau presented the state with a

fairly accurate picture of its economic condition. Wide distribution

of reports promoted the bureau's policy of educating the people to

conditions and alternatives for improvement. The statistics were be-

fore the public, and each commissioner urged the lowering of work hours

and the elimination of child labor. Commissioner Benjamin Rice Lacy

in 1895 recommended that legislation be passed limiting mills to eleven
66

hour days and prohibiting child labor under twelve. The laborer had

few lobbyists or friends in the legislature and most of their demands

fell on deaf ears. Mandatory laws regulating working hours and labor

would not have encouraged industrial growth.

Realizing the limitations of his bureau. Commissioner Lacy urged

the legislature to appropriate more funds for his agency, including
67

higher staff salaries and an additional $5,000 for data collection.

Lacy noted the straitened circumstances of the bureau in his 1894

report:

. . . there is a grand and noble work for this bureau, but to prosecute
it it must have more means. If the State cannot afford it I would res-

pectfully recommend that the Bureau be abolished, as it cannot fill the

65
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66
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67
Report of the Bureau of Labor Statistics, 1895, iv.
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68
full measure of usefulness that it should, cramped as it is for funds.

A proposal to abolish the Bureau of Labor Statistics was presented

to the 1893 legislature, but was not acted upon. Although the bureau

was not abolished, the legislature did not move to increase appropri-

ations to enable it to function more effectively.

While the Bureau of Labor Statistics and the research programs of

the experiment station and the geological survey represented attempts

to improve economic conditions within the state, the department also

launched a promotional program appealing to northern investors and

immigrants. Prior to 1876, the state had vocalized its desire for new-

comers, but had not undertaken a comprehensive program of promotion.

In 1871 a Commissioner of Immigration and several assistants were

appointed to work in Europe and other parts of the United States in an

effort to encourage interest in North Carolina. There was no appropri-

ation of funds for the services of the commissioner and his assistants

and their responsibilities to the General Assembly and the state were
69

It was not until the Department of Agriculturevague and undefined.

assumed the responsibility of immigration duties that the state began

a promotional program to enlist prospective settlers.

As commissioner of Agriculture, Leonidas L. Polk had definite ideas

He didas to how the state could best promote its economic interests.

not believe that North Carolina could or should depend on the Negro as

68
Report of the Bureau of Labor Statistics, 1894, v.

69
Laws of North Carolina, 1871, 171-172.
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its labor source, a policy which actually discouraged rather than en-

couraged white laborers. Instead, he hoped to interest a good class

of white workers in North Carolina who would aid in diversifying the
70

economy.

Polk was convinced that two things were necessary for the state

to attract a number of immigrants—"information in regard to our

people, our state of society, our resources,—and favorable rates of
71

fare on lines of transportation." The Department of Agriculture

made considerable progress in both areas. Thousands of copies of The

Farmer and Mechanic, a press medium for the department, were distri-

buted outside the state, including 1700 copies to Europe and 1350 copies
72

to England and Scotland. Various pamphlets, the State handbook, and

the bulletins and reports of the department were sent to hundreds of

interested persons. In addition, the legislature appropriated funds

for the publication and distribution of portions of the North Carolina

Geological Survey and the proceedings of the Convention of Northern

Settlers, held in Charlotte in 1879 for the "speedy development of
73

agricultural and mineral resources. . .

70
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The railroads cooperated in distributing promotional materials

and furnished their own circulars for distribution to sites along their

lines. Alexander Pope, passenger agent for Associated Railways of

Virginia and the Carolines, worked with the department in securing

lower transportation rates for Immigrants. By 1887 the rail rate from

Baltimore to Raleigh had been lowered to $8.40, and hotels along the
74

rail lines offered reduced rates to newcomers.

As an aid to the immigrant in locating and securing land, the

Department of Agriculture set up a program of land registry and adver-

Too often immigrants were the victims of land swindlers.tlsement.

and Polk hoped that this practice could be curtailed in the state. By

the end of 1878, over 200,000 acres of property had been registered with
75

the department. Pamphlets describing property offerings and prices

were prepared and circulated in the North and in Europe.

An agent of the department was sent in late 1877 on a limited

tour of the Northern states with maps, statistics and general infor-
76

mation to enlist prospective settlers. An immigration agent was

also dispatched to England to work in behalf of the state. Samuel J.

Fall served in this capacity for several years and successfully enlisted

74
"Report of the Department of Immigration," Public Documents,

1887, Document No. 7, 6-7.
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76
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a number of English families to immigrate to North Carolina. Upon his

death in 1881, the state did not assign a replacement to assume his

Although the state continued its promotional efforts, Infor-duties.

mation was distributed through established immigration agencies in
77

Europe.

Perhaps John T. Patrick was the most influential of the immigra-

tion agents in bringing Northern men and capital into the state.

Through his efforts and by use of funds made available by the Depart-

ment of Agriculture, the town of Southern Pines was laid out and sold

in lots to Northern newspaper editors in exchange for advertisement

space in their newspapers. Over one hundred editors cooperated with
78

Patrick in advertising North Carolina in return for part of its land.

The immigration agency also encouraged tourism as a means of intro-

ducing North Carolina to outsiders. It was expected that many visitors

would purchase land, but merely by passing through the state money

would be added to the economy. As evidence that the state was bene-

fitting from its investments in the immigration program, Patrick in

1887 presented examples of the cash investments made by people from

other states:

$189,600.00
182,500.00

Farm lands

Manufacturing property

77
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78
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158; State Chronicle (Raleigh), January 21, 1886, hereinafter cited as
State Chronicle.
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120,000.00
20,000.00

Mining
Town .

By the late 1880's support for the immigration movement began to
80

The legislature in 1887 repealed previous enactments pro-dwindle.
81

viding for immigration agents in Europe, and assigned the Commissioner

of Agriculture and the clerk of the board the responsibilities of Immi-
82

gration work. Very few newcomers entered the state despite the pro-

motional efforts of the Department of Agriculture and other private

and state agencies.

In addition to the activities of immigration agents and the dls-

tribution of promotional literature, fairs and exhibitions became a

popular method of advertising the state's resources. North Carolina

participated in local and national expositions primarily with the goal

of luring prospective investors and settlers to the state. Under the

watchful eye of a frugal legislature North Carolina's exhibits were

limited in scope but of high quality due to the tireless efforts of

the Department of Agriculture and the Geological Survey. Legislative

appropriations for fair exhibits were indeed sparse in comparison to

the thousands of dollars invested in lavish exhibitions by other states.

79
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80
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Responsibility for exhibits was left entirely to the Department of

Agriculture and its resources although additional supplements were

provided by the legislature from time to time.

A small collection of North Carolina agricultural products had

been exhibited at the Paris Exposition in 1878, and the state's partic¬

ipation in fairs and the size of its exhibits increased during the fol¬

lowing years. Governors Jarvis and Elias Carr were particularly strong

supporters of North Carolina's involvement in national expositions

although the legislature did not support fairs with adequate funding.

A popular speaker, Jarvis was invited to deliver addresses at

both the Atlanta Exposition in 1881 and the Boston Exposition in 1883.

Although the fair exhibits were not elaborate, the Atlanta Exposition

represented a united appeal by the southern states to attract northern

aid in restructuring its industrial and agricultural economy.

The following exerpt from a speech given by Governor Jarvis at

the Raleigh State Fair on October 2, 1881 is representative of the

optimistic climate of the period.

There is no cause for gloom, but every reason why we should take
fresh courage and look forward to a bright and hopeful future for our
State. I predict, then, in the next year there will be more miles of
railroad completed in the State than in any year in her past history.
I predict that before the Agricultural Society meets again, more capi-
tal from without her borders will be invested permanently within her
borders than in any year since the war. I predict that within the
next year more immigrants will be settled among us than any one year
has ever witnessed within the memory of the oldest of us. I make
these predictions, not as mere speculation, but I speak advisedly. It
will be my great purpose to contribute all I can to these ends,g^d I
expect to have the co-operation of every true North Carolinian.

83

Speech delivered at the Raleigh State Fair, October 2, 1881, in
Yearns (ed.), Jarvis Papers, 455.
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North Carolina's participation in the New England Manufacturers

and Jfechanics' Institute in 1883 was on a much larger scale than its

exhibit at the Atlanta Exposition. The Board of Agriculture appro-

priated $14,500 for the preparation of the North Carolina exhibit.

Over thirty carloads of specimens and materials collected by the depart-
84

Included were 400 samples of Northment were transported to Boston.

Carolina timbers, 300 coal and iron samples, specimens of gold ore.

copper ore, and iron ores from thirty counties, twenty pounds of min-

eral samples, and examples of various North Carolina agricultural pro-
85

Some 1500 copies of the Handbook of North Carolina, 15,000ducts.

physiographic accounts of the state, 10,000 small state maps, 200

large state maps, 40,000 copies of the monthly bulletins of the depart-

ment, 30,000 souvenir cards, and 100,000 circulars advertising the
86

fair were displayed and distributed at the exposition.

In accepting an invitation to present the opening address at the

Boston exposition. Governor Jarvis noted North Carolina's role in the

fair.

The wish to bring about more intimate relations between the
people of New England and North Carolina was the first object sought
to be accomplished by the participation of North Carolina in your
Ejdiibition; while at the same time we do not seek to disguise the fact
that business considerations had their just, and proper weight. It

84
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85
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would be a fond thought to me if any agency of mine could contribute
to such results.®^

The North Carolina press was holding its annual meeting in Boston

at the time of the exhibition, and according to Samuel A'Court Ashe,

editor of the News and Observer, "North Carolina was in every one's
88

mouth." The exposition created interest in the state, and many New
89

Englanders came to visit North Carolina and a few purchased land.

North Carolina was also invited to prepare an exhibit for the

World's Industrial and Cotton Centennial Exposition in New Orleans in

1884. Governor Jairvis once again took an active role in the exposition.

and it was at his urging that the Department of Agriculture set aside

Dr. Charles Dabney, who was then serving asfunds for the exhibit.

state chemist, was greatly enthused over preparations for the exposi-

tion and described the scope and plans of the North Carolina exhibit in

a letter to Jarvis.

We shall not try to put up simply a flashy advertisement. It is to be
first a true, genuine erfiibition of a State's resources. . . . Every-
thing shall be perfect and every detail finished. ... It will be
3 times over the largest Exhibit of any State in the Building in the
variety of different articles exhibited. It shall be beyond all com-

parison the Model Collective Exhibit. ... In variety and excellence
of Exhibits, I see already that we will have a safe distance in the
race. I predict that the only States that will come anywhere in sight

87
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90
of us will be Kentucky . . . and New Jersey. . .

In keeping with the extreme conservatism of the late 1880's a

rather meager appropriation of $500 was set aside by the legislature

in 1887 for an "adequate representation" of the state's products at

the Centennial Celebration of the Adoption of the Constitution of the
91

United States.

To celebrate the 400th anniversary of the discovery of America,

an exposition of spectacular proportions was staged at Chicago. Prior

to the opening of the Columbian Exposition in 1893, a Convention of the

Southern Governors was called to discuss methods of advertising the

South at the fair. Each governor was directed to appoint a committee

to prepare a report on subjects related to immigration for distribution

at the Chicago exposition. Governor Elias Carr withdrew the paper pre-

sented by North Carolina and was accused of fostering disharmony among

the southern governors by attempting to effect a collapse in their
92

In defense of his actions, Carr maintained that hisactivities.

withdrawal was based on the delayed publication date which precluded

90
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93
the use of the papers at the exposition.

In lieu of cooperation with the southern governors, Carr attempted

to publish and distribute the pamphlet. Resources and Advantages of

North Carolina on his own. Several railroad and land companies offered

to publish the booklet, and the final publication was submitted to the

Washington Post as well as to such New York publications as Harper's
94

Weekly and The World.

Although North Carolina did not participate in the joint promo-

tional effort of the southern states at the Columbian Exposition, its

displays at the fair were perhaps the finest assembled by the state for

exhibition. At the urging of the Commissioner of Agriculture and the

governor, the legislature appropriated $25,000 and made the Board of

Agriculture responsible for a display of "natural and industrial pro-

ducts of the state, and of objects illustrating its history, progress.
95

moral and material welfare and future development."

The initial appropriation of $25,000 represented a more generous

attitude on the part of the legislature in comparison with funds alio-

cated for previous fairs. However, in comparison with the expenditures
96

$25,000 was aof other states, $150,000 by the state of Missouri,

93
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small expenditure. Such as it was, the appropriation had been deliv-

ered only upon the endorsement of the Farmers' Alliance and its support
97

of the special status to be given to farm exhibitions.

An additional $10,000 was added to the North Carolina fund at the

request of the Department of Agriculture when initial funds were de-
98

pleted. Ever mindful, however, of the importance of thrift, the

legislature instructed the department to return non-perishable sped-

mens for use in the state museum and to sell the remainder of the pro-
99

perty and turn the proceeds into the exhibition fund. North Carolina

won 157 medals at the fair—a greater number than was won by all other
100

South Atlantic states.

In addition to participation in national expositions, the state

prepared two miniature exhibits of agricultural products for display

In 1885 the exhibits were taken toat state fairs in northern states.

ten fairs in New York, New Jersey, and Pennsylvania, and the following

year they were used again at the request of the states, which paid the
101

transportation costs of the exhibits.
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Funds were also appropriated for North Carolina state fairs. The

1884 fair in Raleigh enjoyed such success that it ran for six weeks
102

rather than the usual three weeks. In 1887 the legislature appro-

priated $500 to aid the North Carolina Industrial Association, a black
103

farmers organization, in financing their state fairs.

Although the Department of Agriculture initiated a variety of

programs to promote agricultural and industrial growth, its work did

not measure up to the expectations of the legislators or the farmers.

Once established, the department's work was undermined by conservative

legislators. The first curtailment came in 1879 when clerical help

was cut and the expensive monthly bulletins were eliminated. The

effectiveness of the department's programs was threatened again in

1887 when the legislature limited expenditures to $20,000 annually.

Polk credited the cutback in spending to an attempt to remove or limit

the powers of Dr. Charles Dabney who was too sympathetic with the
104

From its establishment, the department wasfarmers' interests.

understaffed and financially unable to carry out the task set before

it.

Perhaps one of the most serious shortcomings of the Department of

Agriculture was its lack of direct communication with the farmer other

102

Ashe, History of North Carolina, II, 1188.
103

Laws of North Carolina, 1887, c. 409, 715.
104

The Progressive Farmer (Raleigh), January 23, 1887, hereinafter
cited as Progressive Farmer.
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105
than through the two agriculturalists who served on the board.

Unlike similar departments of other states which were run by local

agricultural organizations, the North Carolina Department of Agri-

culture was manned predominantly by members who were removed from

direct personal contact with farmers. After an initial effort by

L. L. Polk to Institute an effective program, the department was

severely criticized by farmers and legislators. Farmers grumbled

about the non-farmer representation on the board and the failure of

the department in meeting the needs of the dirt farmer. At the same

time, legislators attempted to curb the department's "extravagant"

expenditures under the banner of retrenchment and reform.

Program cutbacks and disagreements with his staff and the Board

of Agriculture led to Polk's resignation in 1880. Polk had grown

suspicious, perhaps with some basis, that members of the executive

committee of the Board of Agriculture, namely Jarvis and Kemp P.

Battle, hoped to reorganize the Agriculture Department to advance

Polk was wary of the governor's attempt to buildtheir own purposes.

a political organization for his re-election in 1880, and he was fear-

ful that Kemp P. Battle might support a weakened departmental program
106

in his promotion of the work of the University of North Carolina.

Battle, in Memories of An Old-Time Tar Heel, explained his position

105

Kretschmann, "The North Carolina Department of Agriculture,"
8.

106

Noblin, "Leonidas L. Polk," 211
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in relationship to Polk thusly: "Col. L. L. Polk as Commissioner of

Agriculture was a visionary, unpractical man, and I could not always

vote for his proposals. Moreover, he tried to boss the Director, Dr.
107

Ledoux, and I took Ledoux's part."

The replacement of Polk by Montford McGehee represented a com-

promise between the conservative members of the board. Battle and

Jarvis, and the more progressive agriculturalists, Polk and Sydenham
108

Brevard Alexander. Under the leadership of McGehee, the department

became more conservative and estranged from the farmer. While Polk

had been criticized for his extravagance and progressive programs.

McGehee was equally criticized for his conservatism. McGehee was

viewed as a learned but impractical agriculturalist, and Josephus

Daniels concluded that he had been appointed commissioner "to give him
109

a salary." As editor of the State Chronicle, Daniels was critical

of the Department of Agriculture throughout the 1880's. He declared

the department a "moribund institution," and indicated its activities

were of no substantial benefit to the farmer with the exception of the
110

fertilizer analysis program.

After leaving the Department of Agriculture, L. L. Polk continued

107

Kemp P. Battle, Memories of An Old-Time Tar Heel (Chapel Hill,
1945), 248.

108

Kretschmann, "The North Carolina Department of Agriculture," 10.
S. B. Alexander was president of the state Farmers' Alliance.

109

Josephus Daniels, Tar Heel Editor (Chapel Hill, 1939), 318,
hereinafter cited as Daniels, Tar Heel Editor.

110
Daniels, Tar Heel Editor, 319; State Chronicle, January 14, 21,

28, 1886; February 11, 1886.



41

to promote the agricultural interests of the state's farmers, princi¬

pally through the state Farmers' Alliance and The Progressive Farmer.

Although there was dissatisfaction with the work of the department and

many would have abolished it, Polk insisted that the remedy lay in a

structural reorganization and not in the total abandonment of the
111

agency.

As the farmers gained political strength and became more vocal in

their demands, Polk became a leader in the reform movement. Speaking

through The Progressive Farmer, he presented his proposals for reorgan¬

izing the department in 1887. Conflict had always surrounded the

membership of the board, and Polk reiterated that membership should be

confined to those who were "practical agriculturalists" or in some way

identified with the industries of the state. Likewise, the commissioner

should also be a farmer elected by the farmers of the state for a four-

Polk recommended that the board consist of a representativeyear term.

from each congressional district with the governor serving as ex-officio

chairman, and that it meet annually with the farmers to discuss pro-
112

blems.

That the Board of Agriculture was receptive to change, whether by

desire or as a result of pressure from farmers, was evidenced by its

meeting with members of the State Farmers' Convention in 1887 to dis-

cuss the department. The convention submitted a proposal to legislators

for the reorganization of the Agriculture Department under the control

111
Progressive Farmer, January 12, 1887.

112
Progressive Famer, January 12, 1887.



42

of the farmers. The farmer lobbyists opposed the expenditure of agri-

cultural funds on immigration and recommended that the budget for the

immigration agency be appropriated from the common treasury. In addi-

tion, the farmers requested that departmental programs concentrate on

agricultural improvement with less attention being given to fish pro-
113

pagation, oyster surveys and coal or mining investigation. Also of

importance was a proposal for the establishment of an agricultural

college under the supervision of the Department of Agriculture.

As a result of increased farmer representation in the General

Assembly and the recommendations by the farmers’ organization, the

Department of Agriculture was restructured by the 1887 legislature.

Membership on the board was altered by deleting the president of the

State Agricultural Society and the president of the University of
114

North Carolina from its ranks.
115

In 1889, the governor was removed

as chairman of the board. and in 1895 further reorganization replaced
116

the board with a fifteen man committee.

The establishment of a Department of Agriculture was an important

step in developing a state program for economic improvement and develop-

During the period from 1876 to 1896, the department initiatedment.

an immigration program, prepared exhibits for national fairs and

113
Progressive Farmer, February 2, 1887.

114
Laws of North Carolina, 1887, c. 408, 714.

115
Laws of North Carolina, 1889, c. 468, 445.

116
Laws of North Carolina, 1895, c. 374, 420.
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expositions, sponsored research programs through the experiment station.

and conducted geological surveys to define the state's resources. In

addition, the department supported the establishment of an agricultural

college in 1887 for the instruction of the state's young farmers. The

volumes of literature published by the department were instrumental in

introducing improved farming methods and experimental crop programs

Although the activities of the department were not far-to the farmer.

reaching in light of today's expectations, they represented an accept-

ance of responsibility not heretofore assumed by the state government.



CHAPTER III

STATE AID TO RAILROAD DEVELOPMENT

A rugged mountain terrain in the West and an irregular coastline

poorly suited for good harbors hindered North Carolina in developing

As early as the 1830's, the state began to developits resources.

plans for a rail transportation system that would link isolated western

farmers and their products with eastern markets. The proposed state

system was designed to route trade traffic east and west, making use

of North Carolina ports. To accomplish this goal, the state actively

encouraged the establishment of railroad lines and became a partici-

pant in the actual building program by the subscription of state funds.

From the 1830's through the Reconstruction era, the state was

generous in its aid to the railroads. Nearly every railroad line

received state support, primarily through stock subscription. During

the early stages of railroad development, the state lent aid when

financial difficulties threatened to halt railway construction.

Although the Democrats had initially opposed state involvement in

railroad affairs, by the mid 1850's the Democrats and the state had

become committed to a policy of state funding for railroads.

In the period following the Conservative take-over of the govern-

ment in 1870, the state commenced to re-examine its policy with regard

to railroads. The misuse of state funds by railroad speculators

during Reconstruction had dampened the railroad fever. In addition

the state could not sustain the expense of continued funding of lines

Gradually, the state began to reverse itswithout increased taxation.
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position with regard to financial aid and commenced to withdraw its

interests in state controlled lines.

Although the state's financial involvement in railroad ownership

was curtailed in the 1880's with the sale of the Western North Carolina

Railroad and also the state's interest in the Cape Fear and Yadkin

Valley Railroad, its promotion of railroad interests continued. Poli-

tical forces at work in the legislature continued to assure liberal

privileges for the capitalists.

Railroads were chartered with capital stock ranging from less

than $20,000 to more than several hundred thousand dollars. Cities

and counties were permitted to subscribe stock in railway lines pass-

ing through their areas, and when two-thirds of the capital stock had
1

been subscribed, a meeting of the stockholders could be called.

Railroads were permitted to mortgage or lease their lines, as in the

case of the lease of the North Carolina Railroad in 1871 and again in

1896. The date for beginning construction was generally limited, but

No limitthe legislature was liberal in granting time extensions.

was placed on the amount of land which could be purchased by railroad

companies; the state code prohibited corporations, except railroads.

mining, and manufacturing companies, from holding more than three
2

hundred acres of land.

Frequently railroad charters included mining privileges and

1
Battle's Revisal of the Public Statutes of North Carolina Adopted

by the General Assembly at the Session of 1872-1873 (Raleigh, 1873) ,
c. 26, 259, hereinafter cited as Battle's Revisal.

2
Battle's Revisal, c. 26, 266.
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provision for real estate investment and other types of business enter-

Typical of these multi-business privileges was the charter ofprise.

the Southern and Western Railroad which affirmed the right to erect

hotels on its lands, to conduct mining operations, and to own stock
3

in other mining corporations. The charter of the Black Mountain

Railway Company authorized the company to "hold real estate and cut

timber for sale therefrom . . . [and] construct and maintain a hotel

or other lodging house or houses upon Mount Mitchell or other moun-
4

In the East, the Ocean View Railroad Company was giventain. . .

permission to establish seashore resorts, hotels and pavilions. A

legislative act of 1876 enabled railroads, mining and manufacturing
5

interests to purchase steamboats for use in connection with business.

Moreover, railroads could construct branch lines to aid in devel-

oping lumbering and milling interests on lands adjacent to railroad

The broad scope of this privilege was illustrated in thelines.

charter of the Watauga and Caldwell Narrow Guage Railroad Company.

To aid in the development of the specified counties, the company could

build branch lines "to reach any mines, timber or tonnage in Watauga,

Ashe, Alleghany, Mitchell, Wilkes, Caldwell, Alexander, Burke, McDowell,
6

Buncombe or Yancey."

Permission to engage in road construction for the purpose of

3
Laws of North Carolina, 1885, c. 274, 516.

Laws of North Carolina, 1883, c. 221, 342.
5
Laws of North Carolina, 1889, c. 57, 70.

6
Laws of North Carolina, 1883, c. 161, 257.
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business growth was a common feature of railroad charters. For

example, the Wilmington, Chadbourn and Conwayborough Railroad could

"operate and use tram, turnpike or other roads to serve the purpose

of its convenience in obtaining timber, wood, stone or other mate-
7

rial. . . When a railroad line crossed a river, the company was

authorized to erect a bridge for the passage of trains, people, and

animals and to charge tolls. When the Milton and Sutherlin Railroad

was granted the privilege of building a bridge across the Dan River,

it was declared unlawful for any other party to build a bridge within
8

one mile of the railroad crossing.

When the Conservatives regained control of the state government

in 1870, the state owned a controlling interest in the Western North

Carolina Railroad, the Cape Fear and Yadkin Valley Railroad, and the

As late as 1875, the state had not abandonedNorth Carolina Railroad.

its plan for an east-west railway system. In that year, the United

States Circuit Court ordered that the struggling Western North Carolina

Railroad be sold at auction. The state, which already owned two-

thirds of the company’s stock, purchased the railroad with the expec-
9

A link in thetation of extending the line to the Tennessee border.

state system joining the western mountains with eastern markets could

then be completed.

7
Laws of North Carolina, 1883, c. 73, 126.

Laws of North Carolina, 1876, c. 31, 77.
8

9
Laws of North Carolina, 1876, c. 150, 173.



48

A legislative investigating committee had been appointed to study

the affairs of the Western North Carolina Railroad and make recommen-

dations for the speedy completion of the road. The committee report

to the 1876-1877 legislature was critical of the company's management

of the railroad. Salaries of officials were high in comparison with

merited performances, and there appeared to be an indiscriminate dis-

tribution of free passes. A reorganization of the company was recom-

mended, and the legislature was asked to appropriate funds for the
10

purchase of enough iron to extend the line to Asheville.

To reduce construction costs, the commissioners for the railroad

suggested a tax of 10 cents on every $100 of property for two years

and the utilization of convict labor. They were optimistic about the

future of the road:

With a completed road to a Tennessee connection, 180 miles in
length, we may reasonably expect a business of three thousand dollars
per mile or $540,000 per annum. Deducting sixty percent for operating
expenses would leave a net revenue of $216,000 per annumi

The legislature did not act on the commissioners' recommendation

of a tax, but implemented the committee's proposals. The Western

North Carolina Railroad was reorganized under a board of twelve

An appropriation ofdirectors, nine to be appointed by the governor.

$75,000 was made for the purchase of iron and 500 state convicts were

10

"Report of the Joint Select Committee on the Western North
Carolina Railroad," Public Documents, 1876, Document No. 30, 4.

11

"Report of the Commissioners of the Western North Carolina
Railroad," Public Documents, 1876, Document No. 12, 5.
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12

assigned to work on the road.

Extension of the road to Asheville had been expected by 1878;

however, by 1879 the road had only been completed to within seven

miles of Asheville. A legislative committee reported that while the

road was well managed, the slow progress had been due to lack of

adequate tools, mules, carts, and machinery for the work. More money
13

was needed to complete the project, and the legislature responded
14

with an additional appropriation of $20,000.

It became increasingly apparent that completion of the line to

Paint Rock would require the expenditure of a great deal more money

than the state had anticipated, and that a tax increase might be

necessary. Opposition to the increased construction costs gained

momentum throughout the state. Democrats began to look approvingly

on the idea of the sale of the road, and feelers were sent northward

for interested buyers.

A group of northern investors, William J. Best, William R. Grace,

James D. Fish, and J. Nelson Tappan, expressed Interest in the purchase

of the road and corresponded with Governor Jarvis on terms of sale.

While the governor favored the sale, he was anxious that a contract

protecting the state's interests be negotiated. In a letter to Robert

M. Furman, a leading Democratic figure in Buncombe County, Jarvis

12
Laws of North Carolina, 1876, c. 106, 166.

13

"Report of the Committee of Investigation on the Western North
Carolina Railroad and the Western Insane Asylum," Public Documents,
1879, Document No. 27, 5.

14
Laws of North Carolina, 1879, c. 169, 318.
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assured the westerner of his commitment to the state's interest:

I am more particular about the terms that looks to the completion of
the road than I am about the amount we are to receive for the Road.
I shall stickle more about the guarantees for the completion of the
Road than I do about the security for the money—. . . .

The contract before I can give it my approval must be such that
neither the State nor its Western Section . . . shall be left without
the means to force a compliance with the terms of the contract, if a
voluntary compliance is refused.

Governor Jarvis conducted most of the negotiations with Best

over contract provisions; after an appropriate investigation into the

financial responsibility of Best and his associates, an agreement

Terms of the final purchaseacceptable to both parties was reached.

contract called for the northern group to assume the state mortgage

of $850,000 on the railroad and pay to the state a sum of $600,000

representing the state's investment in the road for the period 1876

Deed to the road was to be held by the state in trust untilto 1880.

the completion of the road to Ducktown and Paint Rock at which time

the deed would be transferred to the company. The state, in turn.

agreed to continue to furnish five hundred convicts for road work, for

whose services the company would pay the state $125 annually per con-

If the company should default in its agreement, ownership ofvict.
16

the road would revert to the state.

Reaction to the proposed sale of the road was generally favorable

among Democrats although there was opposition among the Republican

15
Thomas J. Jarvis to Robert M. Furman, January 26, 1880,

Yearns (ed.), Jarvis Papers, 146-147.
16

Laws of North Carolina, 1880, c. 26, 58-67.



51

17
ranks and railroad interests. The sale of the railroad became

politically controversial and a potential campaign issue for the

1880 election. Western Democratic leaders wrote to Jarvis support-

ing the sale and emphasizing its political importance to the Demo-

cratic party in their geographic area.

Alphonso C. Avery, Burke County lawyer, found people in his

area, with the exception of a few men from Catawba County, to be

"unanimously" in favor of the sale.

I believe, that it will be worth 1500 to 2000 votes to the
democratic ticket along the line of the road from Salisbury to
Buncombe to say nothing of the Northern counties, where they have
such a holy terror of taxation or the extreme Western counties.^®
A. D. Brooks, enrolling clerk of the House of Representatives from

Statesville, also noted strong western sentiment for sale and reminded

Jarvis that the Democratic party had pledged the completion of the

road, and that westerners would never vote for a party that tried to

prevent the completion. He also warned that western sentiment in

favor of completion of the road could be used by Daniel Fowle, guber-
19

natorlal candidate, to great advantage in the 1880 campaign.

Samuel McDowell Tate whose association with the Western North

Carolina Railroad dated back to 1866, summarized the predicament of

the state in relation to continued support to the railroad.

17
News and Observer, September 20, 1880.

18
Alphonso C. Avery to Thomas J. Jarvis, February 13, 1880,

Yearns (ed.), Jarvis Papers, 171.
19
A. D. Brooks to Thomas J. Jarvis, February 10, 1880, Yearns (ed.),

Jarvis Papers, 167.
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The modern Reformer has aroused such ultra feeling in behalf of
retrenchment that I see little hope of continuing much longer even
the present progress in construction and therefore, it seems to me
little less than Provedential [sic] that a means of accomplishing
this great work of improvement is open to use, while yielding to the
popular clamor for a reduction in public expenditure.

The political activity concerning the sale of the Western North

Carolina Railroad led to an increasing sense of urgency for the Demo-

crats in general and Jarvis in particular. Opposition to the railroad

subsidy was becoming more vocal, and it was almost a certainty that

the 1880-1881 legislature would repeal the tax provision for the West-

ern North Carolina Railroad. Walter Clark had been outspoken in his

opposition to the expenditure of any more state funds on the road, and

his proposal to the legislature, entitled "The People's Platform For

the Extra Session," received wide publicity in the state's newspapers.

He called for the immediate repeal of the $300,000 tax burden for the

"Mudcut" Railroad to relieve the taxpayer of one half of his state

If the offer to purchase the Western North Carolina Railroadtaxes.

included adequate guarantees, Clark would support the sale. Whether

the road was sold or not, he called upon the legislature to act in the

"interests of the whole State . . . regardless of the clamor of the

politicans of any one section, and relieve the taxpayers from all
21

Clark was assured that the "Tax-payersexcept necessary taxation ."

20
Samuel M. Tate to Thomas J. Jarvis, February 13, 1880, Yearns

(ed.), Jarvis Papers, 169. Samuel Tate served as president of the
Western North Carolina Railroad before its purchase by the state.

21

Aubrey Lee Brooks and Hugh Talmage Lefler (eds.). The Papers of
Walter Clark, I^., 1857-1901 (Chapel Hill, 1948), 206-207, hereinafter
cited as Brooks and Lefler (eds.). The Papers of Walter Clark.
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Boom" was endorsed by many people and that the special session would
22

repeal the railroad tax.

A speedy completion of the Western North Carolina Railroad could

be thwarted by a repeal of the railroad tax or a failure to increase

The sale of the road would increase the probability of itstaxes.

early completion and at the same time fulfill Democratic promises of

a western railroad. Tax relief would also be provided to easterners

who had grown weary of paying for an expensive western road. By call-

ing a special session of the legislature to consider the sale of the

road, the Democratic party hoped to remove a politically explosive

issue from the upcoming election and place Jarvis in a much stronger
23

position.

The decision of the governor to call a special session to consider

the Best proposal was done with the approval of Senators Matt W. Ransom

and Zebulon B. Vance, both of whom had studied the contract and con-
24

sidered it fair. The board of directors of the Western North

Carolina Railroad, however, rejected the idea of calling a special

session, believing

. . . that those interests will be best subserved by referring such
question and all propositions to purchase, to the next regular session

22
Walter Clark to Charles A. Cook, February 24, 1880, Brooks and

Lefler (eds.) , The Papers of Walter Clark, I, 208.
23
Robert M. Furman to Thomas J. Jarvis, January 18, 1880, Yearns

(ed.), Jarvis Papers, 138-140.
24
Zebulon B. Vance to Thomas J. Jarvis, February 6, 1880;

Matthew Ransom to Thomas J. Jarvis, February 6, 1880, Yearns (ed.),
Jarvis Papers, 160-161.
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in January 1881—when the wishes of all the people will be better
known and the chances of completion much increased—

Many citizens, such as William T. Dortch of Wayne County, were opposed

to the Best proposal as representative of the defeat of the state's
26

hope for a state-owned line from the mountains to the seashore.

In submitting Best's proposal for legislative consideration.

Jarvis reviewed the alternatives of the state. To complete the West-

ern North Carolina Railroad to Ducktown would require thirty years

under existing laws and a minimum expenditure of $6,000,000 by the
27

state for road construction and equipment. Since the state expected

a deficit of over $200,000 by the end of the year, the only resource

for maintaining the railroad under state support was to increase taxes.

Jarvis was hopeful that the state would never issue another bond for

public works;

. . . her sad experience in investments in other public works forbids
the hope of any returns to the State Treasury of any money expended on
the Western North Carolina Road so long as she may own and operate it.^®

In appraising the proposal of Best, Governor Jarvis had sought

the advice of George Davis and Thomas Ruffin, two men versed in cor-

porate law and familiar with railroad organization. Davis and Ruffin

25

George Phifer Erwin to Thomas J. Jarvis, February 11, 1880,
Yearns (ed.), Jarvis Papers, 163. William Dortch, a state Senator
from Wayne County, was a member of the board of directors of the
Western North Carolina Railroad.

26

Daniels, Tar Heel Editor, 186.
27
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28

"Message to General Assembly, Special Session, March 15, 1880,"
Yearns (ed.), Jarvis Papers, 210.
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analyzed and rewrote portions of the Best proposal, and then contri-

buted special services in the legislature by speaking in behalf of the

sale. The speech made by Judge Ruffin was largely responsible for
29

sweeping away the opposition and insuring the passage of the bill.
30

By a vote of 82 to 21 in the House, and 40 to 6 in the Senate, the

bill authorizing the sale of the Western North Carolina Railroad was

passed.

The Western North Carolina Railroad was sold to Best and his

associates, but soon changed hands and came under the direction of

Colonel Alexander Boyd Andrews. Those who had opposed the sale were

convinced that Best had been a mere "dummy set up by the New York

owners of Southern Railroad, who got fine railroad property for a
31

small sum." The company met the terms of its contract and completed

the road in 1884 at which time the state transferred its interest to

32
the company.

The sale was fuel for the 1880 campaign fires of the Republican

party which condemned the transaction. Republicans were alarmed at

the railroad consolidation movement and pointed to the Democratic

29
Fletcher M. Green, "George Davis, North Carolina Whig and Con-

federate Statesman, 1820-1896," North Carolina Historical Review, XXII
(October, 1946), 469.

30
House Journal, Special Session 1880, 113; Senate Journal,

Special Session 1880, 85.
31
Daniels, Tar Heel Editor, 188.

32
Thomas J. Jarvis to United States Trust Company, September 17,

1884, Jarvis Letter Book, II, 81.
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party as "an oligarchy controlled by railroad corporations and
33

influence." Perhaps it was discomforting for the Republican party

to be reminded that had it not been for the vote of its members in the

legislature, the provision for sale would not have passed.

The sale of the Western North Carolina Railroad marked a reversal

in state policy with regard to railroad development. The state had

found it increasingly difficult to sustain the expense of laying rail-

road lines through the mountains, and it was unwilling to assume the

additional financial commitment necessary to continue construction.

By selling the Western North Carolina Railroad, the state aban-

doned its goal of a state-controlled railroad system and opened the

way for removal of its interests in other internal improvement projects.

During the next three years the state sold its stock in the Cape Fear

and Yadkin Valley Railroad and attempted to lease the Atlantic and

North Carolina Railroad. The North Carolina Railroad had been leased

to the Richmond and Danville Railroad in 1871 and a new lease to the

Southern Railway Company was negotiated in 1895.

The completion of a rail line through the northwestern counties

In an effort towas of particular interest to citizens in that area.

promote progress on a northwestern railroad, the legislature in 1879

authorized the consolidation of the Western Railroad Company and the

Mount Airy Railroad Company into the Cape Fear and Yadkin Valley

To aid the road in discharging existing liens, the stateRailroad.

33
J. G. de Roulhac Hamilton, North Carolina Since 1860 (Chicago,

1919), 206.
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34

purchased $50,000 of first mortgage bonds. Controversy between

Greensboro and Winston-Salem developed over the proposed northern

route of the road and threatened to hinder construction.

A possible alternative for completion of the road was posed when

several larger railroad lines expressed an interest in the Cape Fear

and Yadkin Valley Railroad as a connecting road for east-west lines.

In 1881 the South Atlantic and Ohio Railway and Construction Company

offered to buy the state's stock and complete the road to a terminus
35

in Caldwell County by 1883. Governor Jarvis presented the propo-

sition to the 1881 legislature and urged the group to make provision

for the sale of the road if an opportunity should arise before the
36

1883 Assembly. A legislative committee was appointed to establish

guidelines for the consideration of the sale of the state's stock in
37

the Cape Fear and Yadkin Valley Railroad.

The northern based New York and Southern Railroad and Telegraph

Construction Company also indicated an interest in the railroad.

Through its vice president, A. H. Canedo, the company proposed to

make the Cape Fear and Yadkin Valley Railroad "the nucleus for a gen-

eral main line from Wilmington[,] North Carolina to Cinclnnati[,] Ohio

34
Laws of North Carolina, 1879, c. 67, 78.

35
J. D. Imboden to Thomas J. Jarvis, February 7, 1881, Yearns (ed.),

Jarvis Papers, 355.
36
"Proposition to Purchase the State's Interest in the Cape Fear

and Yadkin Valley Railway," Public Documents, 1881, Document No. 32,
1-2.

37
Laws of North Carolina, 1881, c. 374, 618-619.
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38
via Fayetteville, Greensboro, and Mount Airy. . . Jarvis was

39

receptive to the idea of sale and felt that the state would concur.

Initial negotiations were thwarted by the rigid legislative con-

ditions iii5)osed for sale of the road, and Governor Jarvis urged that

the legislature be more lenient in its requirements in order to hasten
40

After extended deliberations a proposed contract was sub-the sale.

mitted to the 1883 legislature, and an act passed to sell the state's

stock. The New York and Southern Railroad agreed to purchase the

state's stock for $55,000 and pay off the $100,000 debt of the Cape
41

Fear and Yadkin Valley Railroad. However, the conqiany was unable

to meet the contract terms within the specified time period, and the

contract was nullified. The North State Improvement Company, a North

Carolina group, later purchased the state's stock in the railroad.

During the period when the state was making arrangements for the

sale of the Western North Carolina Railroad and the Cape Fear and

Yadkin Valley Railroad, consideration was also being given to the

lease of the eastern line, the Atlantic and North Carolina Railroad.

The latter railroad had been chartered by the state in 1852 and three

years later the state had subscribed two-thirds of its capital stock.

38
A. H. Canedo to Thomas J. Jarvis, August 17, 1881, Yearns (ed.),

Jarvis Papers, 421.
39
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40
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41
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At its completion, the road extended from Goldsboro to Morehead City.

Because of its location, the line lacked the through trade enjoyed

by the North Carolina Railroad, but was a valuable asset to the east-

ern section of the state.

As early as 1880, the private stockholders of the Atlantic and

North Carolina Railroad recommended that the railroad be leased to

the Wilmington and Weldon Railroad, whose management had expressed

interest in the road, or to some other corporation dependent upon
42

receipt of the best possible terms.

Best had offered to lease the road in 1880 shortly after his pur-

His lease proposal forchase of the Western North Carolina Railroad.

thirty years at $34,000 was rejected by the board of directors on
43

Acting in behalf of thegrounds that the rental rate was too low.

Midland North Carolina Railway Company in 1881, Best again proposed

to lease the road, this time offering $40,000 annual rent for thirty

Hopeful of linkage with the Midland line and extension of theyears.

road to Salisbury, the legislature accepted the proposal. For the

next two years controversy raged over the company's forfeiture of the

lease. In 1883 the road went into receivership until such time as

the complications with the Midland North Carolina Railway Company

42

"Meeting of the Private Stockholders of the Atlantic and North
Carolina Railroad," Public Documents, 1881, Document No. 13, 1.

43
Cecil Kenneth Brown, A State Movement in Railroad Development

(Chapel Hill, 1928), 247, hereinafter cited as Brown, A State Movement
in Railroad Development.
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44
Control of the Atlantic and North Carolina Rail-could be settled.

road reverted to the state.

While Jarvis had favored the lease of the road earlier, he reversed

his position and was disinclined to accept three later offers to lease

Eastern sentiment opposed the lease, particularly to thethe railroad.
45

The same feeling was expressed byWilmington and Weldon Railroad.

the board of directors of the Atlantic and North Carolina Railroad who

believed the road to be a "property of great value to the State and

Stockholders ... an important factor to prevent monopoly and its con-
46

In a letter of recommendation to Jarvis thecomitant evils. .

board of directors urged that the road not be leased, but renovated

and equipped by the state and run for its benefit.

Other roads may be controlled by other parties; North Carolina must
control this: for with this weapon in her hands, she may be able to
command the peace and dictate the items. Foreign systems, with
foreign policies, scheming to empty the treasures of North Carolina
into foreign laps, recognize these facts and are . . . plotting,
directly and indirectly, to gain its possession and destroy its power.

47

The road was not leased under Jarvis although talk of a lease

persisted. The road remained under state supervision, and the Board

44
Thomas J. Jarvis to General W. J. McAlpine, February 22, 1883,

Jarvis Letter Book, 587.
45

W. F. Harolmand to Thomas J. Jarvis, January 18, 1884, Governor
Jarvis Papers.

46
Board of Directors of the Atlantic and North Carolina Railroad

to Thomas J. Jarvis, January 3, 1884, Governor Jarvis Papers.
47
Board of Directors of the Atlantic and North Carolina Railroad

to Thomas J. Jarvis, January 3, 1884, Governor Jarvis Papers.
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of Internal Improvements reported in 1886 that the road was in excel-
48

lent condition and being operated very economically. The opinion

of the board coincided with that of the board of directors: .

under continued conservative and business-like management [it] will
49

soon become a financial success." Although the line was in good

condition and no fault could be found with its management, a lack of

business continued to plague the road and earnings were never great.

During the administration of Governor Carr, the subject of leas-

ing the Atlantic and North Carolina Railroad was revived. Carr sup-

ported the lease and was most anxious that the line be taken out of
50

politics and worked on a business-like basis. Fear existed in many

quarters that a Republican-Populist combination in the legislature

might dispose of the railroad "for a trifle" and risk unnecessarily
51

the state's investment. An effort had been made to get the Southern

Railway to include the lease of the Atlantic and North Carolina Rail¬

road with its lease of the North Carolina Railroad in 1895, but with

A proposition for lease of the road for fifty years atno success.

48

Report on the Atlantic and North Carolina Railroad Company
Presented by the Board of Internal Improvements, June 28, 1886, in
Alfred M. Scales Papers, North Carolina Department of Archives and
History, Raleigh, hereinafter cited as Governor Scales Papers.

49
Report on the Atlantic and North Carolina Railroad Company

Presented by the Board of Internal Improvements, June 28, 1886,
Governor Scales Papers.

50

Brown, A State Movement in Railroad Development, 282.
51

James A. Bryan to Elias Carr, October 29, 1895; F. I. Osborne
to Elias Carr, July 12, 1895, Elias Carr Papers.
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an annual rental of $36,000 by the Wilmington, Newbern and Norfolk

Railway Company was submitted to Carr as well as was a proposal by a
52

group of Goldsboro capitalists. The lease, however, was postponed

by Carr for fear it might become an issue in the upcoming election.

It then fell to Governor Daniel L. Russell to determine the railroad's

fate.

Of all its ventures into ownership, the North Carolina Railroad

was the only one which reaped substantial financial benefits for the

Chartered in 1848, the road was to extend from the Goldsborostate.

terminal on the Wilmington and Weldon Railroad to Raleigh, Salisbury

The state subscribed $2,000,000 of the road's commonand Charlotte.

From its completion, the North Carolina Railroad enjoyed astock.

good volume of business and was a source of financial security for the

In 1871 the legislature authorized the state to secure a loanstate.

of $180,000 from the road to meet the pressing needs of the govern-
53

In the same year, the state leased the road to the Richmondment.

and Danville Railroad for a thirty year period in return for an annual
54

rental fee of $260,000 and assumption of taxes up to $10,000 per year.

In 1894 the Richmond and Danville Railroad became the Southern

The company's interest in extension of the lease ofRailway Company.

the North Carolina Railroad began several years in advance of its

52
H. A. Whiting to Elias Carr, January 9, 1895; W. T. Dortch to

Elias Carr, September 27, 1895, Carr Papers.
53

Brown, A State Movement in Railroad Development, 264.
54

Brown, A State Movement in Railroad Development, 174.
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expiration date in 1901. The Southern Railway planned to move its

terminal of trade from West Point, Virginia to Norfolk, but before

becoming involved in this expensive project, the company wanted some

assurance from the state that the lease would continue and the North

Carolina Railroad would be a vital connecting link.

A great deal of controversy surrounded the prospect of renewing

A primary consideration in the state's position was thethe lease.

terms of the lease of 1871 which required only that the company leave

the property in the same condition under which it was leased. If the

company chose to remove its improvements and leave the road in its

1871 condition, then the state would be required to invest a consid-

erable sum in road improvement and equipment purchases to maintain the

A tax increase might be required, and the loss of the leaseroad.
55

would inflict a "wide-spread dis-arrangement" of the state's finances.

On the other hand, the Southern Railway proposed to lease the railroad

for ninety-nine years at an annual rental rate of $266,000 for the

remaining ninety-three years of the contract. In addition, the com-

pany agreed to surrender its tax exemption status.

Supporting the continuation of the lease, the board of directors

of the railroad was pessimistic about the future of the road if it

were operated independently. Their opinion on the lease is illustra-

tive of the extent to which the state had abandoned its policy of a

state supported railroad system carrying western products to eastern

55

Sydenham B. Alexander to Elias Carr, December 27, 1895, Carr
Papers.
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markets.

Operated as a separate and independent road, the road was a failure as
a payer of dividends to the State and the private stockholders, and the
stock sold for a mere trifle. ... it may be safely said that operated
as an independent road it would be soon bankrupt: it is however valuable
as a link in the great chain of railroad rimning North and South, and
now, since the^gouthern has established terminal facilities at Norfolk,
east and west.

Opposition to the lease was heated, particularly among Republican

and Populist ranks. Included in the Populist platform of 1896 was a

denunciation of the lease and a call for a legislative investigation.

The Republicans were in agreement with the Populists and supported

Daniel L. Russell for governor.

In a message to the citizens of the state regarding the lease of

the road. Governor Carr denied Populist charges that the lease had been

executed either "hastily or secretly." Prime consideration had been

given to the financial expenditures required by the state to maintain

the road and to meet interest payments had the railroad been returned

In Carr's opinion, the advantages of the leaseto state control.

outweighed its disadvantages. By demand of the people the entire road

was subjected to taxation and the company was not permitted to remove
57

improvements as under terms of the old lease. Under contract terms.

the Southern Railway Company continued its control of a major trans-

portation artery for ninety-nine years.

56
Board of Directors of North Carolina Railroad to Elias Carr,

Carr Papers.
57
"To the People of the State of North Carolina, A Statement

on the Lease of the North Carolina Railroad," Carr Papers.
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During the twenty year period from 1876 to 1896, the state

surrendered its idea of a state controlled railroad system, preferring

instead to become merely a member of a larger network of roads con-

Capitalists acquired the state's roadstrolled by outside interests.

during an era when North Carolina's statesmen chose to abdicate owner-

ship to outsiders rather than mount a financial campaign to develop

state rail lines. In selling and leasing state lines, the legislature

showed preference to wealthier, established foreign companies over offers

by local Investors, as in the case of the lease of the North Carolina

Railroad. This attitude may be partially explained by past experiences

with inefficient railroad management and the eagerness of the state to

The state's position may also be attri-insure the completion of roads.

buted to concern in preventing competing companies from building north-

south roads which would parallel existing state lines and curtail their

trade.

Close ties existed between the railroads and politicans throughout

this period. Since the governor usually made a number of appointments

to the boards of state-controlled companies, the directorships were

The railroads, in turn, exerted a greatoften political in nature.

deal of political influence, and their support was solicited by polit-

ical candidates. Sectional interest in railroad construction was in-

tense, and support or non-support of railroad lines in a particular

area could determine voter preference in elections.

The state's venture into railroad ownership was a well-Intended

policy for economic improvement, but proceeded on the Inaccurate
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assumption that western traffic could be channeled through the state’s

The ports at Morehead City and Wilmington could noteastern ports.

compete with Norfolk as trade terminals.



CHAPTER IV

THE STATE AS REGULATOR OF ECONOMIC ACTIVITY

From the inception of the grand trunk railroad system in the

1830's, the railroads had always been allowed liberal privileges in

relation to construction and taxation. State policy consistently

supported the position that resources could not be developed advan¬

tageously without a rail system crisscrossing the state to link its

products and ports. Every inducement was offered to encourage the

building of railroads, and the legislative and executive branches

were hesitant to raise any obstacles to deter the growth of the rail¬

roads and thus the economy.

As the plan for a system of state-owned roads fell into shambles.

and ownership of the state's lines was transferred to northern rail¬

road interests, the need for greater regulation became more apparent.

Heavy opposition from an alignment of political and railroad interests

delayed the establishment of railroad regulatory body until 1891.

Much of the credit for railroad regulation must go to the Farmers

Alliance which vigorously supported rate regulation and a railroad

commission.

The first attempt to establish a railroad commission during this

period was initiated by George Everett, a Winston-Salem lawyer, in the

1879 legislature. William T. Dortch also introduced a commission

bill, but neither the proposal of Dortch nor that of Everett was
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1

Opponents of a commission were skeptical of the advisabilityenacted.

of establishing an agency of such potential power and questioned the

effectiveness of a state department financed by contributions from

private corporations. Under the proposed legislation, the railroad

commissioner's salary was to exceed that of the governor, a provision
2

which drew a great deal of opposition from commission opponents. De-

spite the opposition, legislation for a railroad commission might have
3

passed had it not been for a congested legislative calendar.

Governor Jarvis, an active participant in railroad matters.

enunciated the state's position in relation to railroad legislation

during this period. His desire for economic growth through railroad

preferences was paramount as was evidenced in his inaugural address

in 1881.

The railroads are the great developers of a State's resources, and in
the present age, are indispensable to the prosperity and comfort of
the people. What we greatly need in North Carolina is more of them,
and I would deeply regret to see anything done by our Legislature
which does not give to capitalists the fullest assurances that every
dollar invested in a railroad in our State will have the same care

and protection from the State that any other species of property has.
It has been my policy to encourage the building of railroads. . . .

While he supported railroad expansion, Jarvis also noted a need

1

Mary Frances Bowditch, "The North Carolina Railroad Commission,
1891-1899" (unpublished master's thesis. University of North Carolina,
1943), 21-22, hereinafter cited as Bowditch, "North Carolina Railroad
Commission."

2

Bowditch, "North Carolina Railroad Commission," 22.
3
House Journal, 1879, 85; Bowditch, "North Carolina Railroad

Commission," 22.
4
"Governor's Message," Public Documents, 1883, Document No. 1, 11.
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for regulation:

I do not join in the wholesale abuse of the railroads that some heap
upon them, but I do believe they ought to be required to do exact and
equal justice to all sections. . . . these lines of railway have been
the great agency in the development of the State, and we ought to be
just as careful to see we do not treat them unjustly as we are to see
that they treat us fairly.^

The governor proposed to the 1881 legislature the establishment

of a railroad commission whose membership would be elected by the
6

General Assembly every two years. Representative J. A. Williamson

of Davie County supported and introduced a bill to create a commission.
7

but the measure died in committee. Governor Jarvis pointed to the

need for a commission again in 1883 and before leaving office in 1885,
8

and each time the proposed legislation failed.

Interest in a commission appeared to be growing although railroad

men or their representatives continued to dominate the legislature.

Four bills calling for a commission were introduced into the Senate

in 1883, and a joint committee was appointed to study the different
9

proposals. Eight railroads were protected from legislative control

of rates by charter rights, and legislative argument centered aroiand

5

"Inaugural Address," Public Documents, 1881, Document No. 22, 8.
6

"Inaugural Address," Public Documents, 1881, Document No. 22, 11.
7
Senate Journal, 1881, 48, 520.

8
"Governor's Message," Public Documents, 1883, Document No. 1, 11;

"Governor's Message," Public Documents, 1885, Document No. 1, 18.
9
Senate Journal, 1883, S. B. 9, 8; S. B. 68, 19; S. B. 110, 33;

S. B. 520, 254.
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the authority of the state to regulate the rates of the railroads
10

chartered before 1869. A commission bill passed the House, but the

Senate attached several amendments and, as no suitable compromise
11

could be reached, the measure failed.

Two bills introduced in the Senate in 1885 met the same fate as

did their predecessors in 1883. Both provided for the establishment

of a regulatory agency, composed either of a single commissioner or

group of commissioners. Provisions for classifying railroads, passen-
12

gers and freights and establishing maximum rates were also included.

Neither bill was favorably reported out of committee, and as no rail-

road commission bills had been introduced into the House, the matter
13

was tabled until the next legislature.

While the establishment of a railroad commission was of paramount

concern to many legislators, it was not the only avenue for dealing

Only a few of the numerous attempts made duringwith railroad abuses.

this period to regulate railroad practices were successful. With the

exception of the 1883 legislature, each legislative body from 1876 to

1890 received proposals dealing with freight discrimination and regu-

lation.

10

Proceedings of the Legislature of North Carolina at the Regular
Session of 1883 as Reported by The News and Observer, Together with
Sketches of the Members (Raleigh, 1883), 146.

11
House Journal, 1883, 843.

12
Senate Journal, 1885, S. B. 286, 150; S. B. 90, 34.

13
Senate Journal. 1885, 229, 221.
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The taxation of railroads and the wholesale issuance of free

passes were also topics of concern. Throughout the period, the legis-

lature was composed of a goodly number of railroad lawyers or pro rail-

road men, and the policy of extending special favors to railroads as a

stimulus for business growth still received consideration. Thus,

efforts to curtail and regulate railroad privileges were destined to

failure.

In addition to defeating a bill to establish a railroad commission.

the 1881 legislature rejected three bills to regulate freight and pas-

senger rates, a bill to compel all railroads to pay state and county

taxes, and a bill to prevent railroad companies from obtaining charters

for speculative purposes. A proposal to prohibit legislators from
14

using free passes was also defeated.

The prohibition of free passes for legislators and state officials.

and propositions to force members of the General Assembly to surrender

passes and pay for prior transportation acquired on passes generated

lively discussion in the 1883 legislature. However, the House failed

to act on legislation passed by the Senate curtailing the use of passes
15

Referral of a similar bill in 1885 to the Judi-and the matter died.

ciary Committee and its unfavorable report ended further attempts to

regulate the issuance of passes until 1887 when the General Assembly

14
House Journal, 1881, 80, 89; Senate Journal, 1881, 228, 440,

537, 228, 525.
15
Senate Journal, 1883, 408, 497, 524; House Journal, 1883, 742.
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16

again rejected the idea.

Support for railroad regulation and a railroad commission gained

momentum, in the meantime, and proponents were optimistic that the 1887

legislature would provide the long-sought changes. The state news-

papers took an active interest in the legislative proposals. Josephus

Daniels, editor of the State Chronicle, was a strong supporter of a

commission and became a "volunteer spokesman" in the legislature in its

behalf. The Progressive Farmer also supported actively a railroad

commission, while the opposition's rebuttal came through Samuel A. Ashe,

editor of the Raleigh News and Observer.

Suspecting a tough fight on commission proposals, each group was

active in mobilizing its support in Raleigh. Josephus Daniels, who

covered the legislative sessions for his paper, noted the assemblage of

railroad officials and attorneys in Raleigh to lobby against the com-

Among those gathered were Colonel Robert R. Bridgers; Wash-mission.

ington Bryan, ex-speaker of the House; Charles Price, attorney for the

Richmond and Danville Railroad; and George Rose, attorney for the Cape
17

Fear and Yadkin Valley Railroad. Railroad lawyers and lobbyists were

As the opposing forcesbusy denouncing the bill and recruiting support.

drew their lines, charges were made that the commission had become a

With the exception of ten of its number, the Repub-partisan issue.

lican party solidly opposed a commission while Democrats were split in

16
Senate Journal, 1885, S. B. 546, 283, 355; House Journal, 1887,

H. B. 296, 103.
17
State Chronicle, February 10, 1887.
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18
their commitment.

Opponents of a commission warned that the establishment of a regu-

latory agency would discourage new capital investment and halt the
19

growth of the state’s railroads. This was particularly distasteful

to western counties that desperately needed more transportation facili-

In attempting to counter this argument, proponents of the com-ties.

mission emphasized the experience of Georgia. As a state that had a

commission, Georgia had chartered as many railroads since the establish-

ment of a commission as before, and at the same time rail rates had
20

been lowered. Furthermore, it was maintained that the expansion of

railroad traffic would encourage competition and prevent larger com-
21

panics from taking over smaller lines. Supporters of a commission

urged that concern for the earning power of investment never be allowed
22

to take precedent over the protection of the rights of citizens.

The railroad interests remained supreme in 1887 and a commission

Attempts to regulate freight rates continued, however.was defeated.

and the proponents of a railroad commission used the inequities of the

rate schedule as an argument in favor of the establishment of a

18
State Chronicle, February 10, 1887. On a roll call to table

the Railroad Commission vote, 35 Republicans and 12 Democrats voted to
table the proposal; 37 Democrats and 10 Republicans were opposed to
tabling.

19
State Chronicle, February 3, 1887.

20
State Chronicle, February 3, 1887.

21

Bowditch, "North Carolina Railroad Commission," 35.
22
State Chronicle, February 3, 1887.
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regulatory agency. As an example of the differences in long haul and

short haul rates existing in North Carolina, a load of molasses shipped

a distance of 188 miles from Wilmington to the Haw River cost $56.00

while the same load traveling from Wilmington to Athens, Georgia (403
23

miles) would cost the same amount. Writing in the State Chronicle,

Daniels called attention to such inequities in rates between states.

It is an indisputable fact that the local rates of freight in North
Carolina are on an average of from 40 to 60 percent greater than in
Georgia where there is a Railroad Commission and where the Standard
Tariff is adopted.

Anti-railroad forces in the 1887 legislature claimed success in the

passage of a bill prohibiting higher rates for transporting freight
25

a shorter distance than for a longer distance over the same route.

When the legislature met in 1889, it was the concensus that a

railroad commission bill would pass during the session. A large per-

centage of the legislators consisted of farmers, and the speaker of

the House was the leader of the state Farmers' Alliance. By sheer

numbers the farmers should have been able to exert enough pressure to
26

insure passage of legislation for a railroad commission. However,

such was not to be the case. Once again, support and opposition

followed party lines with Republicans and a few Democrats blocking the

23
State Chronicle, February 10, 1887.

24
State Chronicle, February 10, 1887.

25
Laws of North Carolina, 1887, c. 91, 42.

26
John D. Hicks, "The Farmers' Alliance in North Carolina," North

Carolina Historical Review, II (April, 1925), 174, hereinafter cited as
Hicks, "Farmers' Alliance in North Carolina."
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27
enactment.

A joint legislative committee was appointed to study the five

bills proposing a commission. The committee heard arguments from both

forces and worked on compromise solutions. Several railroad executives.

including Alexander B. Andrews, president of the Western Railroad,

appeared before the committee to speak against the establishment of a

commission. Again, opposition centered around the authority of the

commission to determine rates and the excessive expense involved in
28

In lieu of the establishment of afinancing such a regulatory body.

commission, Charles M. Cooke of Franklin County introduced an alter¬

native plan involving the collection of information concerning rail-

Any violations ofroad business by the Bureau of Labor Statistics.

the law could then be reported to the Attorney-General and appropriate

Cooke's proposal eliminated any additional expense toaction taken.
29

the taxpayer.

A compromise measure to establish a commission eventually passed

Opponents of the commissionthe House but was defeated by the Senate.

had urged a more careful consideration of the matter and lamented the

"hasty legislation injected into the Senate upon the eve of adjourn-
30

Action on the bill had been postponed until the day ofment."

27

Progressive Farmer, August 27, 1889.
28
State Chronicle, March 15, 1889.

29
State Chronicle, March 15, 1889.

30
State Chronicle, March 15, 1889.
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adjournment when there was only time for two readings. Lieutenant-

Governor Thomas M. Holt broke a tie when postponement was put to a

vote, and thus shared a major portion of the responsibility for the
31

bill's failure. Upon the defeat of the bill In the Senate, the

State Chronicle, searching for a cause for Its failure, could only

surmise: "NO BILL THAT THE RAILROAD CORPORATIONS OPPOSED COULD PASS
32

Stuart Noblln attributes the bill's failure to a lackTHAT BODY."

of "experienced leadership" among Alliance men who permitted the "old
33

regulars" to outmaneuver them. In defeating the railroad commission.

the legislature Ignored the demands of 60,000 state Alliance members
34

and many voters who had sent memorials to the legislature. The

Progressive Farmer noted bitterly the legislature's action:

Thus again the 'solid Republican vote with the aid of a few Democrats
held the railroad fort against the people and In defiance of their
earnest appeals and In utter disregard of their best Interests. Thus
again, the corporate power asserted Its supremacy over the people.

By 1891 the farmers had gained sufficient strength to win major-

A committee to study various proposalsItles In the House and Senate.

for a railroad commission was appointed, and a number of bills were pre-

The passage of the commission bill "owed Itssented for consideration.

31
State Chronicle, March 15, 1889.

32
State Chronicle, March 15, 1889.

33
Stuart Noblln, Leonidas LaFayette Polk: Agrarian Crusader

(Chapel Hill, 1949), 230; Hicks, "Farmers' Alliance In North Carolina,"
174.

34
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35

Progressive Farmer, March 19, 1889.
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victory to the uprising of the farmers of the state plus the aid of
36

far-seeing business men who strengthened the movement."

Established with mandatory powers to regulate railroads, the

North Carolina Railroad Commission was one of the first in the South

to have authority over express, canal, and telegraph companies. The

commission consisted of three members elected by the General Assembly

for six year terms with the provision that no person could serve as a

member of the General Assembly and the commission concurrently. No

commissioner could hold stock in any related company.

Extensive powers were given to the commission, most important

being the right to "make reasonable and just rates of freight and pass¬

enger tariffs" for railroad companies doing business in North Carolina.

The commission was authorized to "make reasonable and just regulations"

regarding charges for handling and delivering freight, thus preventing

discrimination in freight and passenger rates. Railroads were expressly

prohibited from the "giving, paying or receiving of any rebate or bonus

directly or Indirectly," or misleading the public in any way regarding

Railroads found guilty of charging unreasonable rates could berates.

37

charged with extortion and fined from $500 to $50,000.

The 1891 legislature declared the railroad commission a board of

appraisers for railroad property. Railroads were required to list

their property, including total mileage by county, depot buildings.

36
Daniels, Tar Heel Editor, 410.

37
Laws of North Carolina, 1891, c. 320, 275-279.
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section and tool houses, rolling stock and personal property associated

with construction. The commissioners would then evaluate the properties

of each railroad. The commission was to investigate exemptions claimed

by individual companies and determine if such claims were legitimate
38

under existing laws. Canal companies came under the same regulations

The commission in 1893 was authorized to assessas the railroads.
39

steamboat and canal property on the same basis as the railroads. The

commission was made an official court of record having all powers of a
40

court of general jurisdiction.

Major James W. Wilson was appointed the first chairman of the

A resident of Morganton, he had played an impor-Railroad Commission.

tant role in the building of the Western North Carolina Railroad and

was a friend of railroad interests. During the legislative fight for
41

a commission, Wilson had been opposed to its establishment. Serving

on the commission with him were Eugene C. Beddingfield, an eastern

Alliance member, and Captain Thomas W. Mason. ^

The commission stated its position and assessed its work after

its first year as follows:

To deny corporations a reasonable and fair compensation on their in-
vestment, or burden them with unreasonable legislation, as well as
taxation, is contrary to public policy, it being evident that the pros-
perity of railroads enables them to give better accommodations and to

38
Laws of North Carolina, 1891, c. 320, 275-279.

39
Laws of North Carolina, 1893, c. 121, 98.

40
Laws of North Carolina, 1891, c. 498, 565.

41

Daniels, Tar Heel Editor, 413.
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serve the public more satisfactorily,
endeavored to adopt a conservative course as a friendly umpire between
the railroads and the public and the universal courtesy shown by the
various officials, and their readiness to redress grievances, induces
us to believe that our efforts in this regard have been of beneflt.^^

The Commission has in all matters

Through the efforts of the commission the assessed value of rail-

road property for taxation purposes was increased from $12,424,540.50
43

The state's railroads totalledin 1890 to $18,423,298.28 in 1891.
44

67 in 1891 with track totalling 3,432 miles. Railroad assessments

for 1892 increased from $1,000,000 to $19,726,760.60. The total mile-
45

age of new roads constructed was 161 miles. This increased to

165 21/100 miles in 1893 with total railroad assessments amounting to
46

$24,228,954.69. New railroad mileage dropped to 29.36 miles in 1894

and the general financial condition of the railroads worsened due to
47

New assessment procedures yielded $30,000 inthe panic of 1893.

increased revenue to the state, and proportionate increases were
48

received by cities and counties through which rail lines passed.

42
First Annual Report of the Board of Railroad Commissioners of

North Carolina, for the Year Ending December 31, 1891 (Raleigh, 1892),
4, hereinafter cited as Annual Report of the Railroad Commissioners,
with appropriate date.

43
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44
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45
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46

47
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48
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In 1892 the commission requested that the legislature extend its

assessment powers to steaniboat properties. At that time, steairiboat
49

companies paid no taxes on properties valued at $290,000. A legis-

lative act of 1893 brought steamboat companies under the supervision
50

of the commission.

As control of railroad lines passed out of the hands of the state,

the demand for removal of tax exemptions enjoyed by the railroads in-

creased, particularly among the farmers who suffered most from tax in-

equities. Under exemptions granted in original charters, the Raleigh

and Gaston, the Raleigh and Augusta, and the Wilmington and Weldon

Railroad paid no taxes. The real estate of the North Carolina Railroad

was tax exempt until such time as its dividends exceeded 6 percent.

Methods of tax assessment were inadequate and the true nature and value

of railroad property was unknown. Taxes paid by the railroads were not

commensurate with their value.

In the late 1880's controversy centered around the Wilmington and

Weldon Railroad, the "best paying railroad in the South," which had

doubled its lines since incorporation but had paid no taxes under

Benjamin F. Aycock of Wayne County was the leadercharter provision.

In 1889,in the legislature for reform of railroad taxation practices.

by his resolution, a legislative committee, composed of three represen¬

tatives and two senators, was established to investigate railroad

49
Annual Report of the Railroad Commissioners, 1891, v.

50
Laws of North Carolina, 1893, c. 121, 98.
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51
claims of immunity from taxation.

Commenting on the prevailing influence of the railroad interests

during this period, Josephus Daniels noted an exemplary instance where-

by conflicting interests thwarted legislative initiative:

It is a commentary upon the times and showed the bias of Lieutentant-
Governor Holt that when he appointed his committee ... he appointed
as chairman of the committee the attorney of the Wilmington and Weldon
Railroad, E. W. Kerr, of Sampson.

In 1891 railroad statistics showed that only 19 percent of rail-
53

road property in the state was being taxed. The executive depart-

ment cooperated with the commission in endeavoring to eliminate the

exemptions enjoyed by these railroads and to subject them to commission

regulation. The Raleigh and Gaston was the first to surrender its tax

exemption in 1892.

The property of the Wilmington and Weldon Railroad presented a

more difficult case for settlement. The state Supreme Court upheld

the railroad's privilege of exemption from taxation, but the extension

of this right to its branch lines was questioned. The Wilmington and

Weldon proposed to pay taxes on its lines in return for an extension

of certain privileges. The company sought authority to increase its

capital stock, to consolidate with other railroad lines, and to pur-

chase or lease other railroad property. With the exception of Aycock,

51
"Resolution to Investigate Railroad Corporations Which Refuse

or Fail to Pay Taxes in North Carolina," Laws of North Carolina, 1889,
526-527.

52

Daniels, Tar Heel Editor, 399.
53
Progressive Farmer, January 20, 1891.
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most of the members of the Railroad Investigating Committee favored
54

After the state Supreme Court upheld the power ofthe proposition.

the state to tax branch lines, the Wilmington and Weldon agreed to a
55

settlement.

By legislative action in 1893, the Wilmington and Weldon was taxed

on the same basis as other railroad property in the state. In addition.

its rate-fixing privileges were repealed and its rates were subjected
56

to regulation by the Railroad Coranission. The renewal of the charter

of the Petersburg Railroad Company, which was under lease to the

Wilmington and Weldon, was extended when the Wilmington and Weldon

surrendered its tax exemption.

Sentiment was also growing to place the property of all railroads.

including the North Carolina Railroad, on the tax lists. Rather than

attempt to annul the charter provisions of the North Carolina Railroad,

the legislature hoped to force the road to pay taxes and surrender its

According to a 1893 law, railroadstax exemption through other means.

which paid no property taxes were to be subjected to a tax of one half

of one percent on their gross income, while railroads claiming no exemp-
57

tions were immune from the tax on their gross receipts. Since the

property of the North Carolina Railroad was exempt from taxation, the

54
State Chronicle, February 11, 1891.

55
Wilmington and Weldon Railroad Company v. Alsbrook, 110

N. C. 137 (1892).
56

Laws of North Carolina, 1893, c. 100, 135-136.
57

Laws of North Carolina, 1893, c. 294, 254.
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state proceeded to tax its gross receipts and in so doing to force the

railroad to surrender its tax exemption.

The North Carolina Railroad sought to avoid abandoning its tax

exemption by refusing to call a meeting of the stockholders in 1894

and 1895. Court action to force the road to pay taxes on its gross
58

receipts was initiated by the state. The coiq)any maintained that the

1893 law was unconstitutional and the contention of the company was
59

upheld. However, since it was deemed financially more advantageous

for the company to surrender its tax exemption and take a teix rate on

the assessment of its property, the company agreed to a settlement in

1895. Provision for the surrender of its tax exemption was included

in the lease of the North Carolina Railroad to the Southern Railway in

1895. The Southern Railway agreed to assume responsibility for payment

of taxes on all listed properties.

Although the Railroad Commission endeavored to fix freight rates

and regulate discriminatory practices, it appears that for a number of

years after its establishment, it continued to come under considerable

influence from the railroads. The railroads sought preferential treat-

ment through the selection of commission members and often defied the

Walter Clark,law and regulations handed down by the commission.

writing in 1900 on the government's role in regulating transportation

58
Treasurer's Report to Governor Elias Carr, December, 1894, Carr

Papers.
59

Proceedings of the Stockholders of the North Carolina Railroad,
1894, 10, Carr Papers.
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facilities, noted the blatant defiance of the railroads in regard to a

1891 legislative enactment forbidding the issuance of free passes.

. . . the railroads absolutely ignored the statute, so much so that I
find that the chairman of the North Carolina Railroad Commission stated
to the national convention a year ago that one hundred thousand free
passes were Issued annually in that State, and this was seven years
after the act was passed. All during those years, in spite of the law,
the railroads had carried that one hundred thousand of the rich and
influential free, by adding the cost of their riding to the tickets of
the poor and uninfluential. Since then the law has been enforced by a
fine of one thousand dollars bei

seem, seven hundred violations).
laid in two cases (out of, it would

Although the state had taken the initiative in establishing a

regulatory policy for its railway, telegraph and express companies.

it was not wholly committed to strong governmental interference in the

Accomplishments, however, had been made in thearea of regulation.

regulation of discriminatory practices by railroads, and the tax-

exempt status of the roads had been repealed.

60
Walter Clark, Governmental Control of Railroads, Telegraphs,

Telephones, and Express Companies (Boston, 1900).



CHAPTER V

PUBLIC WORKS AND CONVICT LABOR

Other branches of the state's transportation system did not

receive the generous aid that the railroad enjoyed. There was no

grand road scheme to match the state's dream of a great railroad

trunk line. In fact, the state furnished little assistance to the

road program other than providing the legal structure for levying road

taxes in particular counties and setting up the machinery of respon-

sibility. An exception to this policy of non-involvement occurred

during the 1850's when the state subscribed three-fifths of the stock

of companies constructing plank roads. Prohibitive costs of repair

and replacement soon ended the building of wooden roads and also the

state's financial support for road construction projects.

The system for locating, building and maintaining the state's

roads between 1876 and 1896 remained basically unchanged from the

pattern established during the Colonial period. Road construction

was left to the discretion of county officials, and at best it was

haphazard and inefficient. The best network of roads was usually

located in the towns and cities while the few feeder roads in outlying

areas were poorly constructed and serviced. After construction, road

maintenance was minimal and random, and it was not uncommon for roads

to become impassable during certain seasons of the year. City and

town roads held priority over county roads, often causing transpor-

tation difficulties in the rural districts.

Road construction was essentially a county responsibility under
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the management of the county commissioners. By law each township was

to be divided into road districts with the justices of the peace

serving as a board of supervisors charged with the responsibility of

opening public roads and keeping them in repair. Every able-bodied

man between eighteen and forty-five years of age was to spend a mini-

mum of three days each year working on road duty. However, by paying

$1.00 a day or sending a substitute, a man might be excused from duty.

In addition to their labor, citizens could be asked to furnish tools.
1

horses, mules, carts or other equipment necessary for repair work.

The state, with a few exceptions and alterations, steadfastly followed

this outmoded, inefficient model of road construction and supervision

through the post-Reconstruction era.

Although no governor of the period was willing to propose that

the state Initiate and finance a road program, each governor from

Vance to Carr called the matter of the state's poor roads to the

Governor Vance described the state'sattention of the legislature.

roads and road policy in his 1879 message to the legislature:

As a general rule, from the lowland belt westward, the highways of
our State are as bad as, if not worse than, any to be found in the
Atlantic States. The old system of locating them and keeping them
in repair, adopted by our fathers more than a hundred years ago, is
still in use, though its utter inefficiency for nearly that length
of time has been apparent.^

Governor Jarvis urged that the 1879 legislature consider plans

1
Laws of North Carolina, 1879, c. 83, 144.

2
"Governor's Message," Public Documents, 1879, Document No. 1,

4.
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involving the use of the state's convicts for road construction and
3

Few alterations, however, were made in the existing roadrepair.

laws although the legislature of 1881 made provision for the use of the

state convicts on road projects when requested by county commissioners.

Convict leasing for road work followed the same policy as for railroads;

the Penitentiary Board assumed responsibility for feeding, clothing.

and quartering the convicts in return for a lump payment equivalent
4

to the average cost of prisoner maintenance.

The mere mention of a public road system supported by taxation

was unnerving for a retrenchment minded legislature. Samuel A. Ashe

spoke the sentiments of much of the state in 1883 when he praised the

legislature's defeat of a proposal to work the public roads through

taxation. Raod taxes, according to Ashe, were unconstitutional and

unnecessary since the road program had been worked quite satisfactorily

up to that time by convicts. He likened the progress of North Carolina
5

to that of Rome with respect to not having been built in a day.

Anxious to promote, but unwilling to finance, road construction.

the state in the 1880's reverted to the convict lease system as a

The Penitentiary Board was allowedpanacea for its poor road system.

to lease 25 convicts yearly to each county for road construction, but

while the number of available convicts increased, so did the cost. In

3

"Inaugural Address," Yearns (ed.), Jarvis Papers, 43-44.
4
Laws of North Carolina, 1881, c. 127, 248.

5
News and Observer, January 13, 1883.
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addition to maintenance costs, each county was required to erect a

stockade for prisoner retention and to pay convict transportation

costs.

To augment their labor force, county commissioners were also

authorized to use convicts from local county jails for road duty. To

aid in defraying the increased cost of prisoner care, the county

commissioners were allowed to levy taxes for providing adequate pro-
6

tection and paying transportation costs for state convicts. Most

counties were reluctant to levy road taxes, so by increasing mainte-

nance costs, the legislature actually defeated any hope of substantial

progress through the leasing of convicts for road duty.

Although there was no state-wide county assessment for road con-

struction, several counties were given permission to levy special

The Mecklenburg road law was an exampletaxes for road improvements.

of a program combining both taxation and labor and represented the

Enacted in 1879, thefirst initiative for a tax-supported road system.
7

law applied only to the counties of Mecklenburg, Forsyth and Stokes.

Opposition in the counties to the Increased tax burden brought the

However, in 1885 the lawrepeal of the law in the next legislature.
8

The Mecklenburgwas re-enacted to apply only to Mecklenburg County.

law became the pattern for later road legislation.

6
Laws of North Carolina, 1887, c. 355, 630-632.

Laws of North Carolina, 1879, c. 83, 154.
8
Laws of North Carolina, 1885, c. 134, 200.
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As support for better roads began to grow, the Bureau of Labor

Statistics examined public opinion on road construction in one of its

first survey projects. Its reports shed some light on the inadequacies

Most persons responding to the bureau surveyof the existing system.

expressed discontent with the road programs in their are£is. Summa-

rizing the failures of road laws, the bureau listed several general

First, too often road supervision was placed in the handscriticisms.

of a county overseer who knew little or nothing about road construction.

and as a result much of the work initiated was either "misdirected" or

entirely "wasted." Second, because of provisions for substitute labor

or payment in place of labor, there was a frequent lack of competent

workers for road duty. In addition, existing laws provided that

equipment for road work was to be collected from local residents, and

too often road equipment was lacking and inadequate. In the opinion

of the bureau, adequate implements could be provided only through

taxation, and although the initial cost might be burdensome, it would
9

prove more economical over a period of years.

To support the view that the public, in fact, might be open to

the idea of a tax supported road program, the bureau surveyed the

opinions of local justices of the peace, physicians and residents on

The results showed "very conclusively, the drift ofthe subject.

public sentiment and preference away from the old system of working

our public roads entirely by assessments upon labor, some new

9

Report of the Bureau of Labor Statistics, 1888, 279-283.
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system which shall be based on some plan of taxation on
10

Although residents were dissatisfied, there wasproperty. . .

some disagreement as to the most appropriate method of providing a

good road system. Of the 73 counties represented, 430 magistrates

replied; 314 favored taxation on property and poll or taxation on

property and labor assessments, while 105 expressed opposition to

taxation and favored an all labor system. The physicians were in

agreement with the magistrates in supporting a road tax as were
11

county correspondents in 1888.

Following the policy of promoting an informed public, the bureau

outlined road plans used by other states, and compared tax rates in

several states, pointing up the fact that North Carolinians did not

have an excessive tax burden. A comparison of tax rates in North

Carolina with other states showed North Carolina to have the lowest

tax structure of all the states with the exception of Texas. North

Carolina's constitution limited the tax rate to 66 2/3 cents on every

$100 of property, and this was small in relation to an average rate of
12

$1.38 on each $100 collected by other states.

As public roads became a topic of debate. Governor Alfred Moore

Scales joined the better road forces in urging for the first time that

Monies collected were to bethe legislature levy a state road tax.

10

Report of the Bureau of Labor Statistics, 1889, 146.
11

Report of the Bureau of Labor Statistics, 1889, 146-252.
12

Report of the Bureau of Labor Statistics, 1888, 283-286.
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distributed to county commissioners for road improvement. His in-

structions to the legislature were specific:

Resort to taxation as far as may be necessary; make those who can't
pay taxes work them out on the roads; press into the service the
convicts, use taxation and labor, and to such an extent as to force
the accomplishment of the work.-^-*

As they existed the state's roads were a detriment to immigration and
14

a detraction from land values and of necessity should be improved.

Responding to the governor's address and to public sentiment, the

1889 legislature moved a step away from its conservative policy, and

enacted "an alternative method of constructing and keeping in repair

the public roads of the State." The new law gave counties the option

of adopting a tax system to pay for road construction and convict

labor. Accordingly, county commissioners could levy an ad valorem

tax not to exceed 15 cents per $100 of property, determine the method

of road construction, and appoint qualified supervisors. If the

commissioners chose to use convict labor on their roads, either

entirely or in combination with tax programs, prisoners in county

jails were made available as well as those in the Penitentiary who were

As under previous laws, all ex-serving less than five year terms.

Thirteen counties were exemptedpenses were to borne by the counties.
15

from the law.

Although the 1889 law opened the way for improved road programs.

13
"Governor's Message," Public Documents, 1889, Document No. 1, 13-14.

14
"Governor's Message," Public Documents, 1889, Document No. 1, 13.

15
Laws of North Carolina, 1889, c. 361, 353.
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apparently few counties took the initiative in assessing road taxes.

and public roads showed little appreciable improvement during the

next several years. Poor roads continued to be a source of concern.

While the legislature could not be prodded to revamp its road system.

efforts were made to improve the quality of road construction through

exhibitions of new materials and methods at the State Fair and dis-

cussion of road programs at state-wide road meetings. Governor Carr

in his message on highways to the 1893 Assembly, noted the importance

of a recent road congress in Raleigh that:

. . . marked an important era in the history of our public roads by
declaring in favor of the working of these roads in part by taxation -
whereas in the past this burden has been borne by labor alone.16

In stressing the great need for good roads, Carr pointed to the

millions of dollars lost annually to the state's citizens, particularly

the farmers, because of poor roads. Admittedly, the road program had

been a failure, but the state only perpetuated the poverty of its

Although the governor's roadpeople by ignoring its road system.

message was delayed until the closing days of the legislative session.
17

he urged that the subject be given consideration.

No alterations were made in existing laws by the 1893 legislature.

but some modification of the 1889 law came in 1895. All counties were

authorized to levy an ad valorem tax not to exceed 15 cents on $100

of property and a 45 cent poll tax for road improvement. Any county

16

"Message to General Assembly on Highways," February 27, 1893,
Carr Letter Book, 1893-1897.

17

"Message to General Assembly on Highways," February 27, 1893,
Carr Letter Book, 1893-1897.
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having raised a road fund by such means was therefore entitled to

The only expense to the county was thethirty-five state convicts.
18

feeding and care of the convicts.

Between 1876 and 1896, the state paid lip service to the need for

road improvement, but made few commitments. Although the inadequacies

of the state road system were readily apparent and the topic of debate.

the state did not move to assume any financial responsibility for road

construction nor did it accept any planning or supervisory duties.

The only resource the state offered was its convicts who were used too

often by politicans to open roads through private lands for the

benefit of a few.

In terms of promoting a good road system, the legislature was out

of step with the needs of its citizenry, attributable primarily to its

retrenchment policies of low taxes and frugal government. The primary

contribution made by the state to road progress during the period was

the initiation on the county level of tax supported road programs.

By 1901 resistance to road taxes had decreased to the extent that

twenty-seven of the state's ninety-seven counties had adopted road

programs financed through taxation and worked by citizen or convict

Throughout the 1890's the Geological Survey attempted tolabor.

stimulate an interest in road improvement by educating the state's

In 1909 the legis-citizens to road needs and construction methods.

lature increased its commitment to highway development by

18
Laws of North Carolina, 1895, c. 194, 276-277.
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appropriating funds for the Geological Survey to send out engineers to
19

assist in county road planning.

Roads and railroads were the principal arteries for transportation

and trade in the state and received the majority of the state’s aid.

However, during this period the state maintained an interest in canal

The railroadconstruction that was a hold-over from an earlier era.

was rapidly replacing the canal, but canals remained important commer-

clal carriers in the eastern part of the state. The involvement of the

state in canal projects was limited to a small stock subscription and

the assignment of a few convicts for construction duty.

In 1876 the state owned stock in the Albermarle and Chesapeake

Canal Company, one of the three major canal companies of the state.

The state subscribed $350,000 of the company's stock and issued bonds.

but had received no dividends from its investment. The company had

been the source of several legislative investigations seeking to
20

determine the advisability of continued state support. Concerned

over the future prospects of the heavily mortgaged company, a legis-

lative committee in 1876 recommended that the stock of the state be

transferred to the company in return for the 350 bonds issued by the
21

This was also the suggestion of William F. Martin, statestate.

19
Laws of North Carolina, 1909, c. 915, 1320.

20

"Reports of the State's Interest in the Albermarle and Chesapeake
Canal Company," Public Documents, 1881, Document No. 24, 3.

21

"Report of the Committee to Investigate the Chesapeake and
Albermarle Canal," Public Documents, 1876, Document No. 13, 2.
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22

proxy for the canal company, in his 1879 report. Hesitancy on the

part of the state to remove its interests stemmed mainly from the eco¬

nomic value the canal posed for the eastern coastal sections.

Amidst recommendations for the state's withdrawal from the project.

the Board of Internal Improvements in 1881 described the usefulness of

the canal:

The importance and value of the Chesapeake and Albermarle Canal to the
State's development is not fully appreciated. It now gives an outlet
and inlet to not less than 1500 miles of navigable sounds and rivers
in North Carolina. The commerce of Albermarle and Pamlico soimds,
with their inlets and rivers is greatly facilitated by this commercial
artery. The opinion is entertained that at a period not remote it is
destined to become a portion or section of a great inland ship canal
or national highway, from the Northern Lakes, via [the] Hudson River
and New York City, to the coast of Florida.

In view of the large outlays of capital which would have been

required for canal improvements, and the financial instability of the

company, the legislature in 1879 determined to withdraw its support

and exchange the state's stock for bonds. By the expiration date in
24

early 1880, $100,000 in bonds had been returned to the state. The

remaining 250 shares in the Albermarle and Chesapeake Canal Company
25

were transferred in 1883 to the Newbem and Beaufort Canal Company,

a more solvent company also committed to the improvement of eastern

22

"Report of Col. W. F. Martin, State Proxy in the Chesapeake and
Albermarle Canal Company," Public Documents, 1879, Document No. 21, 3.

23

"Report of the Board of Internal Improvements," Public Documents,
1881, Document No. 14, 7.

24
Laws of North Carolina, 1879, c. 305, 481-482.

25
Laws of North Carolina, 1883, c. 105, 156.
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waterways.

After the Civil War, the state began to use convict labor on

internal improvement projects as an inexpensive method of prison sup-

port. The financially devastated South searched for ways of eliminating

the need of pouring thousands of dollars into prison programs when money

was so desperately needed for rebuilding in other areas. One method

used to defray prison expenses was the contract system whereby work

contracts were accepted for work within the prison confines. While the

contract system partially eliminated maintenance costs, the lease system

permitted the state to lease prisoners to the highest bidder for a pre-

scribed sum with the leasee assuming the expense for housing, protection.

food, clothing, and adequate guarding. North Carolina adopted a modi-

fied version of the convict lease system as the state constitution pro-

hibited the surrender of complete control of convicts to the lease-

Convicts assigned to various corporations were to be under theholder.

supervision and control of the Penitentiary Board, and punishment for

any leased convict could only be administered by an officer of the
26

state.

The policy of the state in relation to the use of convict laborers

on internal improvement projects was begun as a means of promoting a

self-supporting prison population. It later became a vital and inex-

pensive aid to the improvement of the state. As the state became more

26
Constitution of the State of North Carolina. 1868, Article XI,

Section 1 (as amended, 1875), hereinafter cited as Constitution,
1868.
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involved in efforts to promote economic growth, the availability of

convict labor began to serve as an important inducement to railroad

Convict labor was both cheap and constant, and it helpedinterests.

to alleviate problems of securing a steady work force at a minimum cost.

Although a few convicts were leased to canal and land improvement

companies, the railroad companies were the primary beneficiaries of the

convict labor system during this period. Due to the predominating in-

fluence of railroad interests in the legislature and the desire of the

state to complete a railroad system, the railroads usually received the

majority of convicts leased. The governor and the Penitentiary Board

were responsible for convict assignment and frequently came under a

great deal of pressure from competing Interest groups. The number of

convicts assigned to various projects always exceeded the number of

convicts available for duty.

In 1872 the legislature set the legal precedent for the leasing

of state prisoners for public projects. The Penitentiary Board was

given the authority to "farm out to railroad companies or other public

corporations, each and every able bodied convict ... on such terms as

will best promote the interest of the state, for consideration not less
27

than food and clothing." There was no demand for convicts until 1875

when the first active convict lease program began with the fanning out

of 332 convicts to the Western North Carolina Railroad, 200 to the

Spartanburg and Asheville Railroad and 50 to the North Carolina and

27
Laws of North Carolina, 1872, c. 202, 365.
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Total value of the labor of the convicts on theGeorgia Railroad.
28

Western North Carolina Railroad alone was estimated at $100,000.

The 1876-1877 legislature authorized the farming out of more than 900

convicts to work on thirteen projects, including leases to nine rail-

road companies and one navigation company. Of this number, 500 were
29

allocated to the state owned Western North Carolina Railroad. From

1875 until its sale in 1880, the maintenance costs of prison labor on

the Western North Carolina Railroad were financed by the state.

Hopeful of completing a railroad system that would open up the

resources of the state, both Governors Vance and Jarvis favored the use

of prison labor on internal improvements. In his message to the legis-

lature in 1877, Vance urged that the entire penitentiary force, with

the exception of those previously committed, be concentrated on the
30

completion of the Western North Carolina Railroad.

Like his predecessor. Governor Jarvis was firmly committed to the

convict lease system, particularly with respect to railroad construct-

His views, however, were tempered by moralistic and materialisticion.

considerations. Caught in the throes of retrenchment and reform, Jarvis

was appalled by the high cost of criminal proceedings and the excessive

burden, $115,000 yearly, assumed by the state for the maintenance and

custody of prisoners. In his inaugural address he noted the high cost

28
"Governor's Message," Public Documents, 1876, Document No. 1, 6.

29
Laws of North Carolina, 1876, c. 106, 166.

30
"Governor's Message," Public Documents, 1877. Document No. 25,

10.
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of crime to the state:

. . . one may well say 'the crime of the country is eating up the pro-
perty of the country.'. . . It is the part of wisdom & sound economy
to make this crime contribute as much as possible to develope Ific] &
increase the value of that property which it so heavily taxes.

Jarvis had no sympathy for the criminal who expected, once his

deed was done, to live in idleness on the state. Instead, Jarvis ex-

pected the convict lease system to act as a determent to crime and a

rehabilitative agent in teaching the prisoners good work habits. The

penitentiary system was new to the state, and Jarvis advocated that

convict labor be used to support the cost of the institution and pro-

mote internal improvements within the state. Since convict labor was

more valuable on road duty than on prison contract work, he recommended

that convicts be leased to any railroad, turnpike or land improvement
32

company chartered by the state.

In addition, Jarvis proposed that the legislature establish a

board of internal improvements authorized to farm out state prisoners

for local and state projects. Membership on the board could be drawn

from existing boards and therefore, would not require additional ex-
33

penditures by the state. Although a Board of Internal Improvements

had been formed in 1878, its duties were relegated to obtaining infor-

mation on public works of interest to the state and insuring "efficient

management in the safety, security and labor of the penitentiary

31

"Inaugural Address," Yearns (ed.), Jarvis Papers, 42.
32
"Governor's Message," Public Documents. 1879, Document No. 1, 11-

14.
33
"Governor's Message," Public Documents, 1879, Document No. 1, 11.
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34
convicts." Its duties did not extend to the assignment of convicts

The legislature, however, chose to leave authorizationto public works.
35

of convicts in the hands of the governor and the Penitentiary Board.

It might have proved more beneficial to the state in terms of organized

transportation plans and actual completed projects had the legislature

seen fit to place the supervision of state improvement projects and the

assignment of convicts with one administrative unit.

Appearing to be obsessed with the idea of public improvement via

the convict lease program, the legislature in 1879 enacted eighteen

laws furnishing some 2,325 convicts for railroad use alone. Other mis-

cellaneous numbers were farmed out for navigation projects and swamp

The number of convicts assigned to work-release projectsdrainage.

far out-ntjmbered the total prison population of 1,102 in 1879. The
36

actual number of convicts released for work was 737. For the main-

tenance of these prisoners, the legislature appropriated $99,000 for

the guarding and working of convicts—$41,000 for the convicts on the

Western North Carolina Railroad and $19,000 for convicts on the Cape
37

Fear and Yadkin Valley Railroad. Other corporations which leased

convicts were to pay $125 per prisoner to the state for transportation.

34
"Report of the Board of Internal Improvements," Public Documents,

1881, Document No. 14, 1.
35

Laws of North Carolina, 1879, c. 278, 445.
36
Herbert Stacy McKay, "Convict Leasing in North Carolina, 1870-

1934" (unpublished master's thesis. University of North Carolina, 1942),
29.

37
Laws of North Carolina, 1879, c. 333, 508.
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The stock of the company served as a lien inboard and supervision.

lieu of cash payment.

While convict labor was a boom to companies, it was a source of

concern for the governor who was deluged with requests for projects.

Jarvis in 1881 requested legal advice from Attorney General Thomas S.

Kenan as to the powers and duties of the Penitentiary Board in relation
38

to existing convict lease laws. In reply, Kenan appraised the laws

and recommended that since the number of convicts was insufficient to

meet demands, the first obligation of the state was to the Western

North Carolina Railroad and then to the Cape Fear and Yadkin Valley

Railroad.

Provisos had been included in the laws giving first priority for

convicts to the Western North Carolina Railroad, and in return the com-

pany was to pay the state $125 annually for each laborer. On the basis

of income to be derived from convict leases to the Western North

Carolina Railroad, the legislature reduced its financial support to the
4039

The legislature in 1881 authorized $75,000 for thepenitentiary.

care of the convicts as con^ared with prison appropriations of $120,000
41

in 1876.

38
Thomas J. Jarvis to Thomas S. Kenan, October 7, 1881, Yearns

(ed.), Jarvis Papers, 456-457.
39

Thomas S. Kenan to Thomas J. Jarvis, October 10, 1881, Yearns
(ed.), Jarvis Papers, 457.

40
Laws of North Carolina, 1881, c. 289, 512-513.

41
"Commissioner's Report of the Western North Carolina Railroad,"

Public Documents, 1876, Document No. 12, 6.
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Although the ntimber of convicts assigned to the Western North

Carolina Railroad was set at 500, the actual work force reached this

total on only a few occasions. In writing to Jarvis in 1884, Alexander

B. Andrews, president of the road, complained that the Penitentiary

Board was not sending enough able-bodied men for work; the number

averaged around 400. Neither was Andrews satisfied with the caliber

of worker he received. He expressed hope that Jarvis could be influ-

ential in getting more and better workers assigned to the road so that
42

work could be completed.

Just as Andrews found fault with his convict workers, so also did

Julius Gray, president of the Cape Fear and Yadkin Valley Railroad. At

a time when concern was mounting over increased costs to the state in

terms of work value and returns, Gray expressed concern that the peni-

tentiary report would show his line had a large number of men, but that
43

their "carriage did not cover the expense of their maintenance."

According to Gray, few of the men assigned to his line were first class

workers, and many were "deadheads" who did nothing but spend time in
44

quarters.

A combination of factors eventually led the state in 1889 to aban-

don its policy of using the convict lease system as the support basis

42
Alexander Boyd Andrews to Thomas J. Jarvis, May 24, 1884,

Governor Jarvis Papers.
43
Julius Gray to Thomas J. Jarvis, May 17, 1884, Governor Jarvis

Papers.
44
Julius Gray to Thomas J. Jarvis, May 25, 1884, May 17, 1884,

Governor Jarvis Papers.
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of its prison program. Over the years, concern had increased for the

care and safety of the leased convicts. The largest number of convicts

was assigned to railroad construction and because of the nature of con-

struction their camps were located in remote areas. This was partic-

ularly true of the Western North Carolina Railroad as it pushed through

and over the mountains near Asheville toward Paint Rock and Tennessee.

The winters were harsh and many convicts were not able to withstand the

As a result, the death rate was high. The State Prison re-climate.

ported that between 1880 and 1882 over 243 convicts either escaped.
45

Eighteen convicts working on thedied, or were killed in accidents.

Western North Carolina Rsiilroad were lost in a boating accident while

crossing the Tuskasegge River in western North Carolina. The depth of

the water was four feet.

Numerous reports of inadequate living facilities and cruelty on

the part of guards appeared in the newspapers and in letters to the

governor. Jarvis was particularly concerned with the inhumane treat¬

ment of convicts, but despite investigative committees and legislative

concern, little was done to remedy the situation, and care of the con¬

victs remained principally a responsibility of the companies.

One of the primary arguments cited in opposition to the convict

lease system was the competition it posed to free labor. In coxmter-

ing such arguments and in defense of the state policy. Captain E. R.

Stamps, president of the board of directors of the Penitentiary Board,

45
"Biennial Report of the Officers of the North Carolina Peniten-

tiary," Public Documents, 1883, Document No. 8, 19-23.
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insisted that "instead of injuring the rewards of free labor, convict

leasing has promoted it, [and because of] the number of men employed as

overseers, guards, etc., numerous towns and villages have been built

up, and industries inaugurated along the railroad by which it is esti-
46

mated that 20,000 inhabitants of the State are supported."

There was also a general resentment against the state "giving

away" labor to corporations, as money collected from convict mainten-

ance was insufficient to cover actual expenditures and represented

only a small percentage of their value. The penitentiary reported in

1889 that over 400 convicts were leased to work projects for which the

state received no revenue. The state Farmers' Alliance meeting in

Raleigh in 1888 formally protested the free labor of convicts and
47

called for legislation to prevent it.

Concerned over the possibility of decreased railroad demands for

convicts and the ensuing loss of badly needed funds, the penitentiary

in 1887 began petitioning the legislature for funds to develop manu-
48

factories for prisoner work. Since maintenance costs were less for

convicts inside the prison, the penitentiary could better maintain

itself by creating employment for the prisoners within the confines of

its walls. Officials renewed their request in 1889 for a self-sustaining

46

Report of the Bureau of Labor Statistics, 1887, 182.
47
"Resolutions of the North Carolina Farmers' State Alliance

Adopted at Its Annual Meeting in the City of Raleigh, August 16, 1888,"
Public Documents, 1889, Document No. 25, 3.

48

"Report of the Penitentiary Board," Public Documents, 1887,
Document No. 9, 7.
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prison system, and were joined by Governor Scales who supported their

proposals. Ihe governor recommended that appropriations covering

operating expenses be made to the penitentiary; any revenue from con-

vict labor was to be returned to the treasury. By making the prison

self-sustaining, the legislature might then choose to lower the ad
49

valorem rate from 30 cents to 25 cents on each $100 worth of property.

In light of the decreased revenue from convict leases, the 1889

legislature established a new policy with respect to its prison system.

An appropriation of $75,000 was made to the penitentiary to enable it

to become self-supporting, and a law was passed prohibiting the lease
50

of convicts for less than the actual cost of maintenance. The peni-

tentiary was gratified to note in 1891 that the earnings of the prison

had been sufficient to meet its expenses. Employment for the convicts,

however, threatened to pose a problem for the board. A number of con-

victs were being employed on prison farms, but, by itself, the farm

program could not support the prison nor provide enough jobs for the
51

prisoners returned by the railroads. By 1892 there were no convicts
52

assigned to railroad companies, and the legislature was forced to

49
"Governor’s Message," Public Documents, 1889, Document No. 1, 4,

5.
50

Laws of North Carolina, 1889, c. 314, 320-322.

"Biennial Report of the North Carolina State Penitentiary,"
Public Doctiments, 1891, Document No. 12, 6-7.

51

52
"Biennial Report of the North Carolina Penitentiary Board,"

Public Documents, 1893, Document No. 14, 6.
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appropriate funds in the amount of $20,000 for a two year period to

support and develop manufactories for the five hundred convicts
53

released by the railroads.

Although the state decreased its financial aid to railroads and

woxild not involve itself in a tax-supported state road system, its

policy of leasing convicts to public works w^ls an important effort in

promoting economic growth. Available labor was an important consider-

ation for construction projects, and companies were eager to receive

the convict labor forces made available by the state. If it had not

been for convict labor, construction costs for railroads, in partic-

ular, would have been much greater and their progress much slower.

The materialistic needs of the state to conqjlete an efficient rail

transportation system consistently overrode the hiomanitarian questions

which grew out of the mistreatment of convicts. The convict lease

system was terminated only after the completion of the rail system and

the apparent economic infeasibility of continuing the program.

53
Laws of North Carolina, 1893, c. 365, 345.



CHAPTER VI

STATE POLICY AND THE GROWTH OF BUSINESS AND INDUSTRY

As the South began to rebuild its economy, considerable emphasis

was placed upon industrial and business development. The Civil War

had indelibly imprinted the inadequacies of a strictly agricultural

economy upon the minds of the people. North Carolina was anxious to

promote investments in corporate growth, but capital resources were

limited and it was mistakenly believed that the state's economic

future lay in attracting northern investors and capital. For the

state to stimulate and expand economic growth, it logically and

philosophically followed that state policy should foster a lenient

and non-restrictive atmosphere. As evidence of its intended co-

operation with business, the legislature was liberal in its terms for

incorporation. Taxation was kept at a minimum, and few restrictions

were placed on company activities.

The state's philosophy regarding preferential treatment of

business interests received support from business and industry, as

well as the public. However, in pursuing its courtship with business.

the state left its citizens vulnerable to exploitation and abuse. Pro-

visions to insure to labor decent working conditions were opposed by

business and Ignored by the legislature. Legal protection of individual

rights against unethical business practices, as in the case of insurance

Such deficlences in state regulation stimu-companies, was Inadequate.

lated undesirable practices, but for the moment growth was of para-

mount importance.
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North Carolina looked optimistically toward a new industrial

Her statesmen spoke in glowing terms of the state’sfuture in 1876.

wealth and resources awaiting development. Governor Curtis Brodgen

in 1876 urged the people to use the raw materials—timber, iron.

The state's news-cotton—of the state to develop industries at home.

papers did their part in advertising the state's resources and appeal¬

ing to the capitalist.

An item in the Raleigh News and Observer in 1877 addressed to

manufacturers highlighted natural resources which made North Carolina

appealing to fabric manufacturers;

To manufacturers—Newbern offers the following inducements to manu-
facturers desiring to locate their work on that point; 1st. Land
on which to build factories free of cost. 2nd. No city tax on real

3rd. Building material at
Firewood for engine[s] at $1.25 per cord.

An abundant supply of cheap, white and colored labor. 6th. A
7th. Cheap transpor-

An abundant supply of
cotton from the fields at 2 to 3 cents per pound less than it costs
at the Mills in Massachusetts.^

estate, buildings, machinery or business,
very low prices. 4th.
5th.
mild healthy climate, both summer and winter,
tation to all points by rail or water. 8th.

The extensive distribution of publications by the Department

of Agriculture and the Geological Survey aided greatly in the familiar¬

ization of citizens and outsiders with resource determination and

location in the state. The public adopted industrialization as a

patriotic duty for citizens to purchase stock, however little, in
2

community manufacturing.

1
News and Observer, January 21, 1877.

2
Dan Mabry Lacy, "The Beginnings of Industrialism in North

Carolina, 1865-1900" (unpublished master's thesis. University of North
Carolina, 1935), 43, hereinafter cited as Lacy, "Industrialism in
North Carolina."
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Although public sentiment was an important stimulus to the

industrialization of the period, it ■was not the causal factor of the

Dan Lacy, in his study, "The Beginnings of

Industrialism in North Carolina," maintains that the industrial growth

industrial movement.

of North Carolina during this period was only part of a nation wide

expansion of manufacturing that followed its own direction with little
3

influence from local sources.

It was the state's policy to offer every inducement to capitalists
to invest in the economy and to enact minimal legislation inhibiting

the growth of business. Liberal privileges were granted to manufac-

turing interests in their charter provisions. Capital stock in corpo-

rations between 1876 and 1896 swelled from small investments to

millions of dollars. When a company had difficulty in securing

capital, the legislature obligingly amended its charter to lower the

amount of capital necessary for incorporation.

The scope of operations for many of the manufacturing and mining

companies was very broad. They were authorized to build railroads,

ferrys, bridges and roads, to charge tolls for use of their roads.

and to act as banking businesses. Agents of the companies were allowed

to engage in land investments and real estate transactions involving

the sale or lease of property. Companies could build houses, mills,

shops, stores and dams, as well as buy and sell merchandise. Restric-

tions were not generally placed on the amoxmt of land which could be

3

Lacy, "Industrialism in North Carolina," 42-43.
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held by a manufacturing company other than those specified in the

general incorporation laws. The extent of land development permitted

is evidenced in the charter of the King's Mountain Mining Company

which was allowed to hold up to three thousand acres of land at any
4

one time.

Broad privileges of land development were extended to land

companies as well as authorization to engage in mining, manufacturing.

and assorted businesses connected with the development of their lands.

Evidence of the legislature's liberal policy encouraging the develop¬

ment of land and resources can be seen in the charter rights granted

to the Scottish Timber and Land Company. Organized by a group in

Scotland, with its main office to be located in Asheville, the company

was given authority to

(3) . . . develop the resources of the said lands and hereditaments [sic]
by building, clearing, planting, mining or otherwise dealing with the
same and the produce thereof.
(4) . . . stock the land and to breed and deal in all kinds of stock,
cattle, sheep and produce;
(5) . . . aid, encourage and promote immigration in the property of
the company and to colonize the same, and for the purpose aforesaid
to lend and grant any sums of money;
(6) . . . deal with, manufacture and render salable the timber on the
said estate;
(8) . . . construct mills, workshops ... to sink mines and pits for
the purpose of mining. . . .

Constructing railroads, roads, turnpikes, dams and the power to

operate steamboat companies, install telegraph lines, and build

4
Laws of North Carolina, 1876, c. 78, 705.

5
Laws of North Carolina, 1885, c. 55, 896.
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reservoirs and gas works were other privileges granted to land com-

panies to aid in opening up and developing land and to encourage

immigration. Mining and manufacturing rights were added incentives

for profit-minded investors.

Enthusiasm for land development appears to have taken a spurt

around 1887 as evidenced in the Increased nimber of companies chartered.

The legislative session of 1887 and 1889 incorporated several land

companies either independently or in combination with banking enter-

In 1891 the number of land companies chartered increased toprises.

fifteen followed by the chartering of seven additional companies in

1893. Developers of the land companies usually embodied a combination

of North Carolina investors with foreign or northern capitalists.

Such was the case of the Co-operative Colonization Society Teutonia,
6

headed by two North Carolinians and two men from Philadelphia.

Foreign investments were usually in the form of capital, with control

of company management remaining in the hands of local developers.

As a result of a liberal state policy and public sentiment.

industry in North Carolina grew rapidly after 1880, particularly the

manufacture of cotton goods. There were 33 established cotton mills

in 1870 and this number increased by 16 during the next decade. How-

ever, by 1890 the number of mills had doubled to 91; within two years
7

Capital Investment in cotton millsthis figure had grown to 122.

6
Laws of North Carolina, 1883, c. 53, 719.

Lacy, "Industrialism in North Carolina," 54, 58.
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increased fifteen times between 1870 and 1895, jumping from an esti-

mated $1,000,000 to $15,000,000. Contrary to the state's expectations.

most of the capital for mill operations came from local sources.

Although northern investors had been courted and aid had been antici¬

pated, there is no significant record of the establishment of cotton
8

mills by northern capital until 1895.

During this period North Carolina became an acknowledged leader

in cotton manufacturing. A writer in the state handbook. North

Carolina and Its Resources, in 1896 summarized factors contributing

to the growth of the cotton industry in the state:

The advantages of North Carolina as a manufacturing section and the
reasons that have made it so successful are thus obvious. Raw material
at the mill door, a regular supply of cotton of even grade and staple,
absence of obnoxious State restrictions and grandmotherly legislation
on factory questions, plentiful supply of wood for fuel or proximity
to water powers, and an abundance of cheap labor, have all had their
influence.^

Woolen mills did not show the improved growth of the cotton mills.

The forty-nine reported mills in 1880 had decreased in 1893 to nine

mills engaging in wool manufacture and four mills producing both

cotton and woolen goods. The Department of Agriculture attributed the

decrease in woolen manufacture to the complete lack of interest on the

part of the legislature in passing "dog laws" to provide for the
10

destruction of wild dogs so injurious to sheep raising.

8

Lacy, "Industrialism in North Carolina," 74.
9
North Carolina and Its Resources, 1896 (Raleigh, 1896), 190.
10
Handbook of North Carolina, 1893 (Raleigh, 1893), 272.
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As railroad lines neared completion, additional areas were opened

up for development. The lumber and naval stores industry increased

rapidly in the 1880's as a result. The legislature authorized rail-

road companies to construct new lines to open forested areas. Timber

and manufacturing interests were permitted to build connecting lines

to main arteries for purposes of transporting their lumber products.

To protect lumber manufacturers, the 1889 legislature required that

each manufacturer have a brand or mark registered with the state and

any attempt to erase or in any way deface a brand was subject to
11

It was hoped that the timber cut from North Carolinaprosecution.

forests would be processed in North Carolina rather than being shipped

to other states for finishing.

Tobacco manufacturing was a major industry in the state involving

more than 150 factories. In 1890, the American Tobacco Company

achieved trust status, but legislative attempts to regulate its

activities were unsuccessful due to opposition from industrial

interests. Trusts were declared unlawful by the 1889 legislature as

dangerous to the liberty of the people, and penalties were authorized

against persons or companies attempting to reduce the price of merchan-

dise below normal rates or in any way attempting to destroy compe-
12

Enforcement of antitrust legislation, however, was nevertition.

effectively carried out. Legislative attempts in 1893 to restrict

11
Laws of North Carolina, 1889, c. 142, 122.

12
Laws of North Carolina, 1889, c. 374, 372.
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13
warehouse buying procedures for tobacco trusts were defeated.

A cheap and plentiful labor supply was available for industrial

development. As farm prices fell and the farmer became more impover-

ished, many left the farm for work in the factories. Child labor
14

doubled between 1880 and 1890 and helped swell the labor force.

Most laborers worked from ten to twelve hours a day, six or seven days

Males usually received daily wages of $1.50a week, for low wages.
15

while women received 55 cents.

Although the Knights of Labor, the Farmers' Alliance, and the

Commissioner of Labor continued to pressure the legislature after

1887 to restrict working hours and set minimum age requirements, no

legislation was enacted to aid the laborer. Industry opposed wage

standards and regulation of hours. Two examples of comments written

to the Labor Commissioner and published in the annual report of the

Bureau of Labor Statistics reflect the position of mill owners toward

legislative interference:

Cotton Mill Employer—The only reason why the South can compete against
New England ... is that longer hours are kept in the South than in
New England, where the time is fixed by law. The legislature should
not interfere at present with the working hours established by the
different factories in North Carolina.

13

Lacy, "Industrialism in North Carolina," 139.
14

Henry Mortimer Douty, "The North Carolina Industrial Worker,
1880-1930" (unpublished doctoral dissertation. University of North
Carolina, 1936), 70, hereinafter cited as Douty, "North Carolina
Industrial Worker."

15

Report of the Bureau of Labor Statistics, 1888, 146.
16

Report of the Bureau of Labor Statistics, 1893, 75.
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Knitting Mill Employer—Do not think working age of children should
be fixed by law, as many families are not able to let their children
remain idle. Favor ten hours as a working day, but do not think law
should interfere as long as laborers are satisfied.

Labor was submissive for the most part to the working conditions

dictated by management. North Carolina did not experience the explo-

sive labor-management conflicts that troubled many states during this

In 1896 the Department of Agriculture in its publication.period.

North Carolina and Its Resources, presented a glossy picture of labor

relations in the state.

It is gratifying as it is just, to say that in no State in the Union
are there more cordial relations existing between capital and labor
than in North Carolina. The more serious labor troubles such as

strikes and boycotts, do not exist. There is a condition of general
contentment among the masses of the people including both races.

In no other area was the state's policy of non-intervention more

noticeable than in industrial promotion. Since the interests of the

state and those of manufacturers were viewed as much in the same, the

legislature was hesitant to pass restrictive legislation which might
19

endanger the growth of industry. Lenient tax laws and non-existent

labor laws encouraged capitalists, and legislative members even pro-

posed that manufacturers and salesmen selling merchandise manufactured
20

Throughout the period.in the state be exempted from taxation.

17

Report of the Bureau of Labor Statistics, 1893, 62.
18
North Carolina and Its Resources, 1896, 238.

19

Lacy, "Industrialism in North Carolina," 45.
20

News and Observer, January 9, 1881.
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businesses escaped virtually tax-free on both the state and local

levels.

The policy pursued by the state during the period from 1876 to 1896

was characteristic of transitional periods in economic growth. In

its initial stages, growth is often accomplished through the sacrifice

of other interests. In North Carolina the farmer and laborer suffered

at the expense of the Industrialist. High interest rates encouraged

capital investment, but hurt the farmer and laborer. The absence of

protective labor legislation militated against the welfare of workers.

In other areas of corporate development, the absence of effective

controls was as readily apparent as in the case of manufacturing concerns.

The insurance business was an instance where firm state regulation

might have proved more advantageous to the state's interests and cer-

tainly to the welfare of its citizens. For the most part, insurance

companies went largely unchecked until the 1890's.

The majority of the insurance business in North Carolina was

carried on through foreign or northern insurance companies; many

possessed reputable records but Just as many did not. It was not an

Infrequent occurrence for a company to lack the necessary capital for

The state made no attempt to regulate rates forloans and payments.

coverage, thereby permitting companies to charge rates of their own

The general public was often the victim of unethical com-choosing.

pany practices and had little protection under the law. Legislation

placing minimum controls on insurance companies was passed but never

actively enforced in the absence of an effective controlling agency.
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By 1876 the legislature had established basic guidelines with

regard to capital assets and taxation policies for insurance companies

desiring to conduct business in North Carolina. In order to contract

for insurance in the state, companies were to have capital stock

amounting to $100,000 either in cash or investments and could not

Suffi-incur in one risk more than one-tenth its unimpaired capital.

cient capital for mutual companies was considered $50,000 in "good and

approved notes." To enable the state to ascertain the solvency of

companies doing business in the state, each company was required to

file an annual statement setting forth its liabilities and assets
21

along with the precise nature of its investments.

To afford the general public some measure of protection against

the "fly-by-night" companies of unscrupulous character, the state

further required that all foreign companies place a $10,000 deposit.
22

either in bonds or cash, with the State Treasurer. In appraising

this aspect of the insurance law, critics argued that the requirement

of a $10,000 deposit had been passed to protect North Carolina com-

panies and did not, in fact, offer substantial protection for policy

In actuality, it was feared the law would drive out some ofholders.

the better companies leaving only those who determined their own

The state was viewed as the loser, since an increasedpolicy rates.

number of companies in business would serve to lower insurance rates

21
Laws of North Carolina, 1876, c. 157, 303.

22
Laws of North Carolina, 1873, c. 30.
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23
and increase the assets of the state through increased premiums.

It is doubtful whether the $10,000 deposit was of any benefit to either

the state or its citizens since many of the suspect companies, which

were the object of the law, chose to ignore it.

Gross receipts received from insurance premiums were taxed 2 per¬

cent; however, this 2 percent tax was lowered to 1 percent if the com¬

pany could show evidence of property investments or mortgage loans to

citizens within the state in an amount equal to one-half of its gross

receipts. No additional county or corporation taxes were to be levied
24

against the companies. By such a policy, the state hoped that insur-

ance companies could be encouraged to invest in the economic growth

of the state rather than removing their assets to the North or else¬

where.

The taxes and license fees collected from insurance companies

were a possible source of substantial revenue for the state. Indi-

cations are that although the insurance tax supplied a portion of

total receipts for the public fund, the amount did not approach the

sum that should have been collected had existing regulations regarding

proper licensing and assessment procedures been enforced. By law.

companies were to be licensed by the state before selling insurance in

the state; however, compliance with such procedures appears to have

been left totally to the discretion of the company. Many companies

23
News and Observer, January 27, 1881.

24
Laws of North Carolina, 1876, c. 157, 303.
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conducting business in the state were not licensed and the Secretary

of State as the regulatory agency was unable to force compliance with

the law.

Inconsistency in the insurance laws made supervision of the

insurance business in North Carolina difficult. Regulations govern-

ing commercial companies were not applied to organizations such as the
25

Masons, the Odd Fellows, or other benevolent associations. The

privileges enjoyed by these groups over the years came under attack

by the Insurance Commissioner in 1901 when he urged the General Assembly

to amend existing laws so as to hold fraternal orders to the strictest

accountability along with other commercial companies. If this were

not done, he feared that North Carolina would become the "dumping
26

ground" for the most worthless and irresponsible organizations.

Each succeeding legislative session from 1876-1896 had, in fact.

licensed an increasing number of benevolent orders until their number

A considerable amount of tax revenuetotaled several dozen in 1896.

was thus lost to the state in addition to placing these companies

automatically outside the law.

One type of insurance organization which drew criticism from

insurance companies as well as the Secretary of State was the co-

operative or assessment company. Relying on assessments of members

to meet claims, the assessment companies claimed tax exemption as

25
Laws of North Carolina, 1883, c. 98, 103.

26
North Carolina Insurance Department, Recommendations of the

Insurance Commissioner, 1901 (N. P., n. d.), 3.
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benevolent organizations, not as organized insurance companies.

Established insurance companies, however, attacked these groups acting

as insurance agents as so "defective in principle and so vicious in

practice that they must ultimately prove delusions and snares and

should not be permitted to do business under the protection of the
27

law." North Carolina laws provided for the licensing of such com-

panics and required them to pay taxes, although the Secretary of State

in 1881 questioned their reliability and the wisdom of permitting
28

Nothing, however, was done to extend legal protec-them licenses.

tion to the public against such companies.

In an effort to bring more insurance companies in compliance

with existing laws, the legislature in its 1885, 1887, 1889 and

1891 sessions continued to stress the established guidelines for the

state's growing insurance business. The Secretary of State was res-

ponsible for issuing licenses and collecting financial statements

In addition, the Secretary of State was to visitfrom companies.

each insurance company at least once every two years to examine its

financial status and to ascertain if said companies were complying

with existing insurance laws. If the solvency of any company were

suspect, the Secretary of State could refuse licensing or revoke

The Secretary of State, in turn, was required toexisting licenses.

27

"Report of the Secretary of State," Public Doctjments, 1881,
Document No. 2, 6.

28

"Report of the Secretary of State," Public Documents, 1881,
Document No. 2, 7.
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29
file an annual report with the General Assembly. The insurance code

was amended again in 1895 to place specifically upon unincorporated

insurance companies the responsibility of providing evidence of their

solvency. If such companies provided a deposit of $20,000 either in

cash or bonds, it was to be considered "ipso facto safe, solvent and
30

reliable."

In order to prevent the initial licensing of companies with

inadequate assets, the Secretary of State, under authority of the

1893 insurance act, had adopted a pre-examination procedure for new

companies. Those companies incorporated in states requiring no exami-

nation or valuation of assets before obtaining a North Carolina license

were required to submit "evidence of the character and value of their

assets" so that the Secretary of State could make a knowledgeable
31

judgment as to whether a company should or should not be licensed.

By requiring a preliminary study of assets, the Secretary of State

was gratified in noting that several "wildcat" companies had been

denied licenses, and better protection had been afforded the general
32

public from "such irresponsible corporations."

An accurate statement of the insurance business in North Carolina

29
Laws of North Carolina, 1893, c. 299, 300.

30
North Carolina Secretary of State, North Carolina Insurance

Report, 1895 (Winston, 1896), 142, hereinafter cited as North Carolina
Insurance Report, with appropriate date.

31
North Carolina Insurance Report, 1894, 1.

32
North Carolina Insurance Report, 1894, 1.
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prior to 1891 would be difficult since companies were not required

to publish business figures until passage of the 1893 insurance act.

Cyprus Thompson, Secretary of State, found it remarkable that no

permanent record of receipts or payments had been kept prior to 1895.

From data collected by the Secretary of State, some idea of the growth

of the insurance business in North Carolina can be obtained along

with an idea of the amount of revenue that should have been collected

for the state. In 1891, 109 companies were licensed with reported

premium receipts of approximately $1,700,000; the niamber of companies

licensed in 1892 grew to 120 with premiums listed at $2,000,000. The

number of companies licensed averaged around 105 from 1893 through
33

1896 with reported annual premiums of approximately $2,000,000.

Although stricter legislation had been passed between 1876 and

1896 to control insurance practices, the state continued to lose

valuable revenue through lack of an effective enforcement agency.

Secretary of State Thompson, in his 1897 report, provided an example

of practices which were probably numerous throughout this period.

Although the law prohibited unlicensed companies from operating in

the state, violations had been nvnnerous, and for the most part had

been encouraged "not by the ignorant and commonly vicious, but by the
34

most enterprising, intelligent and thrifty element of our population."

As an example of the flagrant violation of the insurance law, Thompson

33
North Carolina Insurance Report, 1897, 4.

34
North Carolina Insurance Report, 1897, iv.
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cited the cotton mills:

. . . of the 183 cotton mills in North Carolina, all of which presinn-
ably carry fire insurance, only 23, so far as I am informed, are
insured in companies licensed and paying taxes on premium receipts in
the State. In other words, 160 cotton mills, having protection under
our laws, avail themselves of the inducements offered, in violation
of the law, by unlicensed "Mutuals." From this and other classes of
property, which are the basis of similar violations, the aggregate loss
of revenue to the State must necessarily reach several thousand dollars
each year.

Although the Secretary of State urged the passage of stronger

insurance legislation that would stand the test of court action, little

was done to protect the state's interests or those of its citizens.

There was little redress of grievances for the state or its citizens

in the courts because of vague and insufficient legislation. Initia-

tives for more comprehensive legal protection came in 1895. New insur-

ance laws attempted to make out-of-state companies accountable in state

courts in suits involving North Carolina citizens. Previously, many

claim cases involving out-of-state companies were removed to federal
36

courts where decisions were more favorable to corporate interests.

In an attempt to force insurance companies to make payment on

claims, the legislature provided legal means for collection. A final

judgment obtained against a company in North Carolina "was to become

a lien on all property, both real and personal, belonging to said com-

pany, situated in the State, and upon all funds which are due or which

35
North Carolina Insurance Report, 1897, iv.

36
"Insurance" as amended by the Acts of 1885, 1887, 1889, 1891,

1893, The Insurance Law of North Carolina, c. 29, Section 1.
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37
II

may become due to said company. . . If claims were not paid with-

in six months, then payment was to be made out of the property of the
38

company. Failure to forfeit payment would constitute a misdemeanor.

Despite these efforts to make insurance companies more answerable

to the public in the state courts, the need for increased supervision

of company practices and greater consumer protection was apparent. The

responsibility of effectively initiating and controlling insurance

policy dictated the removal of insurance affairs from the office of

Secretary of State and the establishment of a separate agency.

A proposal to create the position of insurance commissioner was

introduced into the 1895 Assembly, but pressure from outside interests

and competition among legislators and insurance representatives for
39

It was not until 1899 that thethe position defeated the measure.

legislature established a separate Insurance Department and enacted

comprehensive legislation for regulation of insurance activities and

the collection of revenue.

37
Laws of North Carolina, 1895, c. 365, 414.

38
Laws of North Carolina, 1895, c. 365, 414.

History of the General Assembly of North Carolina, January 9^-
March 13, 1895, Inclusive (Raleigh, 1895), 20, hereinafter cited as
History of the General Assembly . . . 1895.

39



CHAPTER VII

FISCAL POLICY

One of the major issues of concern to the state of North Carolina

in 1876 was the settlement of the debt accumulated before and after

the Civil War. A resolution of the debt was of immense importance in

re-establishing the credibility of the state in the eyes of its citi-

zens and the nation. The financial instability of the state was detri-

mental to economic growth, since it placed North Carolina in an un¬

favorable light in attempts to attract settlers and investments.

A great deal of debate surrounded the proper settlement of the

state's obligation to its creditors. The issue was constantly before

A portion of the state's taxpayers approved a com-the legislature.

plete repudiation of the debt while another segment favored honoring

Vacillation on the part of the legislatorsat least a portion of it.

was dictated by the obvious inability of the state to pay its debt

without increasing taxes, which was an unpopular idea. At the same

time, a wholesale repudiation of the debt would have jeopardized the
1

state's credit and brought political repercussions at home.

The Civil War debt incurred by the state had been repudiated

upon readmission to the Union, leaving a gross debt in 1878 of

$44,730,698; $28,360,045 of this amount represented the principal

Of the $44,730,698 grossand $16,404,653, the accrued interest.

1

Benjamin U. Ratchford, "The North Carolina Public Debt," North
Carolina Historical Review, X (January, 1933), 4.
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debt, $27,120,228 comprised the recognized, or legitimate, debt

while an additional $11,366,000 consisted of special tax bonds con-

sidered by many to be fraudulent. The major portion of the legitimate

debt had been accumulated through the sale of railroad construction

bonds over a period of years. However, the special tax bonds issued

by the 1868-1869 legislature for railroad construction became the

The sale of these bonds had brought financialfocus of much discussion.

reward to a few speculators but only a small portion of the funds had

been invested in railroad projects. The special tax bonds were there-

fore considered fraudulent.

Governor Vance was anxious that the state take steps to resolve

the controversy over payment of the debt and clearly enunciated his

position in his inaugural address. Recognizing that the state could

not pay its debt at face value, he advocated that provision be made

In regard to the specialfor partial payment of the legitimate debt.

tax bonds, Vance asserted that there was "not the slightest moral

obligation resting on the conscience of any honest citizen" for pay-
2

Governor Jarvis was in agreement with Vance on the repudiationment.

of the special tax bonds, and the idea was supported by the public.

Concluding a settlement that would be satisfactory to all parties

An attempt in 1875 to fund the debt bywas the principal problem.

exchanging new thirty year bonds and old bonds at 25 percent of par

Only $506,400 in bonds had been offered forhad not met with success.

2
"Governor's Message," Public Documents, 1876, Document No. 25, 11.
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3

exchange by the 1877 session of the legislature. Several additional

propositions for settlement of the debt were presented by the bond-

holders but were unacceptable to the legislature and the people.

Although the 1877 legislature took no direct action, a legislative

committee was appointed to study the problem and present proposals for

appropriate action.

In 1879 legislators undertook to draw up a plan of settlement.

accepting with few changes the proposals made by the legislative study

By "An Act to Compromise, Commute andcommittee appointed in 1877.

Settle the State Debt," all people holding state bonds could surrender

them to the state treasurer to be redeemed for new 4 percent thirty

year bonds. Bonds were classified into three groups, and rates of ex-

Bonds issued before May 20, 1861 (Class 1)change were established.

were exchanged at 40 percent of the principal; those Issued since the

war for Internal improvements (Class 2), such as for the Western North

Carolina Railroad, were to be funded at 25 percent of par, while those

issued between 1866 and 1868 (Class 3) were to be exchanged at 15 per-

Interest on the legitimate debt was repudiated and tocent of par.

insure future interest payments on new bonds, the taxes collected from

"professions, trades, incomes, merchants, dealers in cigars, and three-

fourths of the tax on wholesale and retail dealers of liquor" were to
4

be set aside for that purpose.

3
"Treasurer's Report," Public Documents, 1876, Document No. 2, 5.

4
Laws of North Carolina, 1879, c. 89, 183-185.
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Special tax bonds issued by legislative acts of 1868-1869 and

1869-1870 were repudiated and declared invalid, subject to the
5

approval of the voters of the state. Public opinion resoundingly

approved in 1880 a constitutional amendment repudiating the special
6

tax bonds by a vote of 111,930 to 5,458.

Construction bonds were not included in the general funding pro-

These bonds had been issued to buy stock in railroad com-visions.

panics and, in the case of the North Carolina Railroad, were secured

by a lien on company stock. By legislative act, the governor was

directed to appoint three commissioners to negotiate with the bond-

holders and to secure terms of renewal for old bonds. The new bonds

to be issued were payable in forty years at a rate not to exceed 6
7

percent, and were to be exempt from all taxation.

The commissioners appointed to meet with the bondholders presented

a proposition of settlement drawn up between the concerned parties.

As proposed, the bondholders agreed to surrender bonds due after

October, 1877 with coupons attached; funds due on coupons which matured

before 1877 were to be paid out of dividends on state-owned stock in

Bondholders were to receive new bonds inthe North Carolina Railroad.

"Equal amount to the principal of bonds" surrendered. The commissioners

recommended that the proposal of the bondholders be accepted in order

5
Laws of North Carolina, 1879, c. 268, 436.

6

"Proclamation," December 11, 1880, Governor Jarvis Papers .

7
Laws of North Carolina, 1879, c. 138, 261.
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to bring a speedy settlement for the preservation of the state's
8

control over railroad management. The legislature, however, did not

act on the proposal. It was not until 1882 that the governor, the

commissioners, and the bondholders reached an agreement on the surrender

of old bonds for new bonds at par value.

Under the legislative enactments, most of the bonds were retired.

Not everyone was pleased with the repudiation and the large scaling

dovm of the debt, but the Democrats had successfully worked out a

difficult problem without levying unpopular taxes and without jeopard-

izing their party position.

Terras for compromising the state's debt were probably dictated by

a conservative reaction to high taxes and the abuses and extravagances

This feeling may have accounted for theof the Reconstruction period.

people's unwillingness to assume higher taxes or to risk increasing the

debt in order to initiate progressive programs for the state's develop-

ment.

The retrenchment policy of the state government was nowhere more

obvious than in revenue matters. Frugality in government expenditures

dominated state policy throughout the period, particularly during the

late 1880's. Democrats were proud of their record in trimming expenses

and lowering taxes, even if accomplished at the reduction of state
9

The burden of taxation fell upon the farmer and his land.programs.

8

"Report of the Commissioners to Adjust a Portion of the State
Debt," Public Documents, 1881, Document No. 15, 4.

9
News and Observer, September 24, November 2, 1880.
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while railroads, manufacturing interests, and other businesses paid

taxes on only a small portion of the true value of their assets. Since

state policy favored the encouragement of capital interests, it followed

that taxation on corporations would be nominal.

The general revenue and taxation law of the constitution empowered

the General Assembly to enact legislation "taxing, by uniform rule.

all moneys, credits, investments in bonds, stocks, joint-stock com-

panics or otherwise; and, also, all real and personal property, accord-
10

ing to its true value in money." The state was also permitted to tax

"trades, professions, franchises, and incomes."

The constitution of 1875 limited the state rate of taxation to

66 2/3 cents on each $100 of property. When the Democrats assumed

control in 1876, the ad valorem rate was set at 29 2/3 cents on each

$100 of property, which represented a considerable decrease from a

high in 1868 of 80 cents per $100. In 1879, however, the state

treasurer reported that the 1876 tax bill had been insufficient to

raise enough revenue to meet government expenses with specific refer-

ence to appropriations for construction costs of the Western North
11

At that time the governor and the treasurer madeCarolina Railroad.

the first of numerous requests to the legislature to change the exist-
12

ing methods of assessing property.

10

Constitution, 1868, Article V, Section 3, 25.
11
"Treasurer's Report," Public Doctmients, 1879, Document No. 3, 3.

12
"Governor's Message," Public Documents, 1879, Document No. 1,

20-21.
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Property was not assessed in proportion to its true value, and

county commissioners too often "construed the law according to their

own conviction, without regard to the uniform rule required by the
13

Constitution. . Governor Jarvis recommended that the state

treasurer or auditor act as a board of assessors with power to appoint

county assessors and to supervise their assessments. In his message to

the 1879 legislature. Governor Jarvis was careful to emphasize the fact

that the state did not want "an increase of taxes but an equalization
14

of taxes, and a faithful collection of those which are levied."

Reiterating his position in 1883, the governor noted that the

latest property valuation was set at $167,000,000 in comparison to its

real value of $300,000,000. It was of little consequence to Jarvis

whether property valuation was high and taxes low or taxes higher and

property valuation lower, but he felt that the former would do the
15

state more justice in reports abroad. With proper assessment pro-

cedures, the tax rate could be lowered without posing a threat to
16

Although the legislature did not respond toindustrial interests.

requests for more accurate assessment methods, it provided for a new
17

assessment of property every four years.

13
"Treasurer's Report," Public Documents, 1879, Document No. 3, 9.

14
"Governor's Message," Public Documents, 1879, Document No. 1, 21.

15
"Governor's Message," Public Doctiments, 1879, Document No. 1, 2.

16
"Governor's Message," Public Documents, 1883, Document No. 1, 2.

17
Laws of North Carolina, 1879, c. 71, 103.
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That methods of assessment and collection were faulty and taken

advantage of is evidenced in one example from a western county. John

S. Henderson, in a congratulatory letter to Samuel McDowell Tate on his

appointment as chairman of the Committee on Finance in 1881, urged that

consideration be given to the perfection of tax collection methods. In

his county, only three persons paid income tax and the capitalist went

tax-free. Henderson attributed the tax evasion to the vague state tax
18

forms for reporting income and property.

The 1885 legislature assigned property assessment to one justice of

the peace and two "discreet freeholders" in each county and required

that each citizen list his tsixes. Most important was the establish-

ment of a tax commission, composed of three men, to investigate the

state's taxation methods and to recommend legislation for listing.
19

assessing and collecting taxes.

Despite legislative interest in restructuring assessment methods.

few changes were made in the 1887 law for property assessment. Three

freeholders of each county were to continue to assess property accord-

ing to state guidelines, while the power of assessment over railroad.

canal, turnpike and telegraph property was relegated to the state

treasurer, the state auditor, and the governor. County commissioners

were to assess portions of railroad lines running through their counties.

18
John S. Henderson to Samuel M. Tate, January 31, 1881, Samuel

M. Tate Papers, Southern Historical Collection, University of North
Carolina at Chapel Hill.

19
Laws of North Carolina, 1885, c. 238, 463.
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A new assessment of property was to be made in 1887 and every four years
20

thereafter.

The lowering of the ad valorem tax to 20 cents per $100 of property

by the 1887 legislature was illustrative of the retrenchment of the late

1880's. Government officials had recommended a reduction to 23 cents.

but conservative forces succeeded in establishing the lower rate.

Sydenham B. Alexander, chairman of the finance committee, proposed an

amendment to set the ad valorem tax at 25 cents, but the amendment was

defeated. Opponents of the lower rate feared that the 20 cent tax

would be inadequate to meet government expenditures, and that a special

session of the legislature would have to be called to appropriate

additional funds if this proved to be the case. The conservatives.

however, favored a reduction in expenditures in order to remain in line

with a 20 cent tax, and they were successful in carrying the vote for
21

lower taxes.

In 1889 at the height of retrenchment. Governor Scales noted the

status of the state's taxation program under the Democrats. From 1868

to 1888 the assessed value of state property had increased from

$98,000,000 to $212,000,000, while the state tax had dropped from 80
22

cents on each $100 of property to 20 cents.

Although the North Carolina constitution prohibited a greater tax

20
Laws of North Carolina, 1887, c. 137, 264, 271, 284.

21
News and Observer, March 3, 4, 1887.

22

"Inaugural Address," Public Dociiments, 1889, Document No. 18, 4.
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rate than 66 2/3 cents, the ad valorem tax was much lower than the

constitutional limit throughout the period, averaging around 24 cents

until 1893. From a high of 80 cents in 1868 under the Republicans,
23

the ad valorem tax had dropped to 24 cents by 1879. Of the 24 cents

assessed on every $100 of real and personal property, 12 cents was

channeled into the general fund for ordinary expenses, 6 cents went

for the support of the state asylums, and another 6 cents was allocated
24

to the penitentiary. The poll tax was set aside for educational

purposes but, because many citizens did not pay a poll tax, the educa-

tional fund was insufficient for school needs.

Government expenditures usually totaled approximately $550,000

annually, and as expenses were trimmed or increased property taxes

fluctuated. All taxes were suspended for a year after the sale of the

Western North Carolina Railroad and the subsequent payment of $600,000

Governor Jarvis at the time of the sale had sug-into the treasury.

gested that funds saved from railroad construction be diverted to edu-

cation, but this proposal was not implemented. At the recommendation

of the state treasurer, the property tax was lowered in 1887 to 20 cents
25

on each $100 of property, but was increased to 25 cents in 1889.

Change in the composition of the legislature was reflected in

1893 by the greatest alteration of the tax structure. Appropriations

23

"Inaugural Address," Public Documents, 1889, Document No. 18, 4;
Laws of North Carolina, 1879, c. 70, 82.

24
Laws of North Carolina, 1879, c. 70, 82.

25
Laws of North Carolina, 1887, c. 136, 243; Laws of North Carolina,

1889, c. 216, 179.
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were increased by $100,000 and to meet the additional expenses, the

ad valorem tax was increased to 41 cents; 22 cents being allocated for

state purposes, 31/3 cents for pensions, and 16 cents for public

The poll tax was increased to a high of $1.24, again to beschools.

used for educational purposes. Earlier acts granting tax exemptions to

corporations were repealed, and all property of corporations was to be
26

placed on tax lists.

The legislature of 1895 raised taxes still higher to cover an

additional $100,000 of appropriations above the surplus of $100,000

left by the Democrats. Promises of lower taxes and a reassessment of
27

The poll tax was set at $1.29, and the adproperty were forgotten.

valorem tax increased to 43 cents; the 2 cents increase was added to

school appropriations. Previous to 1895 the income of professionals

over $1,000 had been taxed on a graduated basis, but by the revenue act

of 1895, all doctors and lawyers were taxed $10 regardless of income.
28

and thus their income was removed from taxation.

Representative A. F. Hileman, Populist leader and chairman of

the finance committee, had pledged that taxes on the people would be

lowered and the burden shifted to the corporations. He sponsored a

bill to levy a 10 cents tax per 1,000 cigarettes and a tax on manufac-

tured tobacco. The bill passed the House but failed in the Senate at

26
Laws of North Carolina, 1893, c. 294, 243-244.

27
History of the General Assembly . . . 1895, 17.

28
. 1895, 130.History of the General Assembly . .



136

the urging of J. M. Mewborne, president of the state Farmers’
29

Alliance. The 1895 law included a 5 cent tax per thousand on cigars
30

and cigarettes to apply only to dealers and not to the manufacturers.

In addition to property taxes, a 1 percent tax was levied on

incomes. This was lowered to one half of one percent of the excess
31

over $1,000 in 1893. A license tax in varying amounts was placed on

various professional groups, merchants, theaters, museums, etc. Private

corporations were subject to a franchise tax, railroads, banks, and

A tax of $5.00 was leviedinsurance companies were exempted in 1895.

on capital stock of $25,000, and the tax Increased on a graduated scale
32

as capital assets Increased.

Railroad, canal, and steamboat companies were taxed 1 percent on

their gross receipts, but were not liable to the tax if their property

If the real estate of these companies were exempt, thenwere taxed.

an additional tax of one half of one percent was levied on gross
33

receipts.

Banks were subjected to an ad valorem tax and a tax on capital.

Rates were set at $25.00 on banks with less than $25,000 capital; $100

on capital of $50,000 or more and $200 on capital over $100,000. The

29
1895, 86.History of the General Assembly « • •

30
Laws of North Carolina, 1895, c. 16, 117.

31
Laws of North Carolina, 1893, c. 294, 243.

32
Laws of North Carolina, 1895, c. 116, 125.

33
Laws of North Carolina, 1883, c. 136, 210.



137

ad valorem tax was unpopular with bankers who opposed the method of

valuation on the basis of an inconsistent determination of true property
34 35

values• In 1877 a law taxing bank dividends was repealed.

The establishment of a banking system was of particular concern

to the state since capital for Investment or loan purposes was essential

for economic development. At the close of the Civil War, many banking

concerns in the state had been forced out of business. Most of their

holdings had been in Confederate currency which had grown increasingly

worthless each year of the war. In 1876 the total number of private.

state, and national banks operational in the state totaled thirty-three.

Attempts to institute an effective state banking system were thwarted

by a federal act of 1865 which placed a 10 percent tax on state bank

This provision discouraged the establishment of state banksnotes.

and was so vexing to economic growth that the legislature sent resolu-

tions to Congress on four occasions urging the repeal of the 10 percent
36

tax.

While federal restrictions and regulations curtailed the growth

of state and national banks, private banks required a smaller capital

stock and could be more easily incorporated under the general corpora-

Thus, private banks grew and outnumbered statetlon laws of the state.

34
Herbert Hall Mitchell, "The Development of Commercial Banking

in North Carolina, 1865-1935," (unpublished doctoral dissertation.
University of North Carolina, 1954), 198, hereinafter cited as Mitchell,
"Commercial Banking in North Carolina."

35
Laws of North Carolina, 1877, c. 225, 424.

36
Mitchell, "Commercial Banking in North Carolina," 181.
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banks during the period between 1876 and 1887 and became important to

the revival of the state's economy at a time when state and national
37

banks were too few to serve the populace of the state. As the state

began to re-establish itself and become more prosperous, state and

national banks appeared in increasing numbers.

Few restrictions were placed on banking Institutions other than

those included in charter provisions. The capital stock of most banks

was small, ranging from $25,000 for small businesses to $500,000 for

the larger banking firms. Before 1885 bank charters called for large

capital outlays, but later charters provided for more realistic capital
38

investments. Banking operations encompassed a broad range of activi-

ties including the selling of insurance and real estate and the oper-
39

atlon of railroads and mines. Several banking firms were Incorporated

in conjunction with mining Interests as in the case of the Piedmont

Mining and Banking Company. This High Point based company was authorized

primarily to "mine for gold, silver, copper or other metals," but the

company was also given the right to "deal in foreign and domestic

exchange, [and] to receive deposits of money, bullion or other repre-
40

sentatives of values."

37
Herbert Hall Mitchell, "Forgotten Institution—Private Banks in

North Carolina," North Carolina Historical Review, XXXV (January, 1958),
34-49, hereinafter cited as Mitchell, "A Forgotten Institution—Private
Banks in North Carolina."

38
Mitchell, "Commercial Banking in North Carolina," 182.

39
Mitchell, "Commercial Banking in North Carolina," 182.

40
Private Laws of North Carolina, 1879, c. 55, 653.
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An attempt to make stockholders of state banks liable to depositors

for losses sustained as a result of bank failures was unfavorably re-

ported by the Senate judiciary committee in 1885, and it was not until

1887 that effective controls on banking procedures for the protection

of the depositor were enacted. A legislative act of 1887 required all

banks to make stated reports annually to the state treasurer. Banks

were thereby compelled to make known the financial condition of their

establishment both to the state and to its citizens by means of

published statements in local newspapers. Stiff penalties in the form
41

of fines were imposed on offenders.

This same group of legislators also passed legislation "to encour-

age thrift and economy by the incorporation of institutions for savings

and savings banks." Any group of people numbering over ten could be-

The governor was to appointcome incorporated as a savings institution.

a commissioner for each bank to visit that particular company for the

If thepurpose of examing its books and inspecting its affairs.

company proved insolvent, then an injunction could be obtained from the
42

Deposits were limited to $2,000 per person, and no officer ofjudge.

the bank could borrow money from the bank. These regulations proved
43

to be so severe that few banks were chartered under the law.

The legislature of 1889 followed its earlier work in 1887 by

41
Laws of North Carolina, 1887, c. 175, 398-401.

42
Laws of North Carolina, 1887, c. 412, 724.

43

Mitchell, "Commercial Banking in North Carolina," 188.
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providing that each banking institution have its books and finances
44

examined periodically by representatives of the treasury department.

In 1893, the state treasurer was authorized to serve notice on banks

experiencing financial trouble, and if irregularities were not corrected.
45

the bank was to be closed.

By 1893 enough support for a more effective banking system gener-

ated the passage of a comprehensive banking act, providing for a banking

department headed by a comptroller to be elected every four years by

the General Assembly. Every banking corporation and banker in North

Carolina was to come under the supervision of the comptroller whose

responsibilities included at least one yearly inspection visit to each

The rate of interest was set at 6 percent and each bank was re-bank.

quired to keep a reserve equal to one-tenth of its deposits. Provision

was made whereby the state would subscribe to bank stock if approved

by the voters. The act was to go into effect immediately upon
46

Congressional repeal of the 10 percent bank note tax. The tax was

not repealed and the banking act was never put into effect.

Of the 184 banks chartered between 1871 and 1899 only 92 were
47

The period of greatest bank growth came betweenever operational.

1880 and 1896, with a total of eighty-eight banks operational in 1896

44
Laws of North Carolina, 1889, c. 453, 432.

45
Laws of North Carolina, 1893, c. 478, 449.

46
Laws of North Carolina, 1893, c. 377, 358-382.

47
Mitchell, "Commercial Banking in North Carolina," 76.
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48

representing capital assets of $20,007,336.35.

Usury legislation was of particular concern to agricultural

interests throughout the period. The rate of interest had been set at

6 percent with an option to the lender to extend credit at 8 percent

by contract agreement with the borrower. A great deal of opposition

surrounded the reduction of the interest rate. It was feared that a

lower interest rate would discourage Investments in the state and

drive away capitalists who had invested in its economic growth.

Agitation by farmers to decrease the interest rate during the late

1880's and early 1890's finally brought results in the Fusion legislature

of 1895. By legislative enactment, the interest rate was fixed at 6

percent for all lending agencies, with the prohibition of lending at

8 percent as under previous laws. Violation of the new law involved:

. . . a forfeiture of the entire interest, and the party or corporation
by whom a greater rate of Interest has been paid may receive back twice
the amount of interest

begun within two years.

id in an action for debt if such action is

Banking services were Inadequate for most of the state during the

The high capital ($50,000 minimum) requiredperiod from 1876 to 1896.

for chartering prohibited the establishment of a great number of

national banks, and the 10 percent tax on state bank notes discouraged

As a result, private banks and lendingthe growth of state banks.

institutions played an important role in providing services to the

48
"Statement of the Condition of the Banks in North Carolina, at

the Close of Business on the 28th day of February 1895," Carr Papers.
49

Laws of North Carolina, 1895, c. 69, 75-76.



142

After 1886, however, the number of banks increased noticeably.people.

By 1896 there were 88 banking institutions within the state with capital

assets of $20,000,000.



CHAPTER VIII

CONCLUSION

At a cursory glance, it might appear that the state government

maintained a relatively laissez-faire position in relation to economic

growth during the period from 1876 to 1896. In fact, the state took

substantive steps, at the urging of more progressive elements, in inter-

vening and attempting to formulate an economic policy in several areas.

Many of the programs initiated were progressive steps to further eco-

nomlc development. Fault cannot be found with the initiative, but

rather with the lack of popular support and the alteration of laws

Such was the case of the Department of Agriculturethat came later.

and the Bureau of Labor Statistics.

In creating these departments. North Carolina was not breaking

ground in new endeavors, but merely following the lead taken by other

A department of agriculture was a badly needed institutionstates.

for a state with a diverse farming population that was suffering the

aftereffects of a war and a depression. Its establishment reflected

a concern for the plight of the farmer and laborer and an honest en-

deavor to improve conditions.

However, after the establishment of the Department of Agriculture,

the legislature appeared to have second thoughts about the powerful

Although the department was self-supportingagency it had created.

and legislators could not complain of excessive costs to the tax-payers.

they did take issue with what was regarded as excessive expenditures in

Fear of the direction progressive programs mighta time of economy.
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take was probably uppermost in the minds of political leaders.

The legislature sought to curtail the agency's work through

cut-backs in spending in 1879 and again in 1887, and entertained the

possibility of abolishing the department in the late 1880's when the

farm element grew increasingly dissatisfied with the work of the

department.

Although its programs were limited, the Department of Agriculture

rendered valuable service to the economic development of the state.

The department represented the first concerted effort to develop and

implement a program for economic development through a state agency.

Its greatest service came in the collection and distribution of infor-

matlon useful to the farmer and the promotion of industry. Although

its programs often appeared to be far removed from the correction of

basic inequities in the economic structure, the department provided

direct service to the farmer through the work of the experiment station

in fertilizer analysis, seed detection, and crop experimentation. A

weather station established in 1886 benefitted the farmer as well as

the general public.

Neither the Department of Agriculture nor the farmers' organi¬

zations were successful in obtaining legislation to remedy the evils

of the crop-lien system which kept the state's farmers in peonage.

The legislature approached the problem indirectly by attempting to

increase farm production and crop diversification in hopes that such

programs would enable the farmer to disengage himself from the tenancy

Agrarian demands for the repeal of the chattel mortgage lawsystem.
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and freedom from oppression by trusts went unheeded by the state's

lawmakers.

The state's participation in fairs and expositions and its immi-

gration program were efforts to promote industrial expansion. Although

the immigration effort was a failure and was abandoned by the state, it

represented an attempt on the part of the state to improve its labor

force and to generate economic growth. Fairs and expositions aided in

fostering better relations between North and South and provided an

opportunity for states to exhibit their products and natural resources.

The expansion of the state's railroad system was viewed as vitally

important in developing industrial opportunities and improving agri-

culture. Every encouragement was extended to railroad companies to

build lines in the state. Charters of incorporation gave extensive

privileges for construction and multi-business activities. The state

made its convicts available for work duty at minimal rates, and for

most of the period from 1876 to 1896 the state placed very few res-

frictions on railroad practices.

The state had entered the railroad business with the goal of

opening up and connecting the eastern ports of the state with western

The profit motive was not paramount in its activities, butmarkets.

ultimately it was hoped and expected that the railroad lines would

The construction of a state rail systemincrease the state revenue.

proceeded on the assumption that railroad traffic could be channeled

The harbors of the state, however, provedinto North Carolina ports.

inadequate, and the natural flow of trade was north-south, not east-



146

During the period from 1876 to 1896, the state reversed itswest.

policy with respect to rail ownership, and most of the state controlled

lines were sold or leased to northern corporations.

Regulation of the railroads came only after a long legislative

struggle. In 1891 the agrarian interests gained control of the legls-

lature and succeeded in establishing a Railroad Commission. Although

discriminatory railroad practices were not corrected overnight, the

way had been opened for better protection of the citizen's rights

against the powerful railroad corporations. The state removed all tax

exemptions previously enjoyed by the railroad lines, and brought the

assessment of railroad property more in line with its true value.

The greatest encouragement held out to industrial interests was

the state's policy of non-intervention. Few restrictions were placed

on manufacturing interests which were virtually free to exploit the

state's natural resources and labor. Land for development was inex-

pensive throughout the state, and the swamp lands of the East practi-

cally free. The state collected few if any taxes from most manufac-

turing corporations, and county governments were equally generous in

providing cheap land and tax exemptions to manufactories. As a result.

industry grew in North Carolina, particularly cotton manufacturing

which tripled its growth between 1870 and 1896.

The laborer received little attention during this period. His

hours were not limited, his working conditions were poor, and his

The laborer was not as wellchildren were exploited at an early age.

organized as the farmer nor was he able to lobby effectively for
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legislative change. The establishment of the Bureau of Labor Statis-

tics was the legislature's recognition of labor's rights within the

economic system. Recommendations for shorter working hours, revision

of apprenticeship programs, and prohibition of child labor were ignored

by the legislators. The Bureau of Labor Statistics was another in-

stance of progressive legislation which was inadequately funded and

As in the case of the Department of Agriculture, the legis-supported.

lature considered abolishing the bureau before it could become effec-

tive.

Frugality was the watch word of state policy during the period.

Taxes were lowered, but the burden of taxation remained on the farmer

It was not until the stricter regulation of the 1890'sand his land.

that the corporations began to pay taxes on the true value of their

property.

As the state moved into the 1890's, agitation for greater reform

increased. Bourbon conservatism could no longer stem the tide of

However, the conservatism of those in politicalchange and progress,

power during this period, particularly during the late 1880's, did not

prevent the state government from adopting policies which prepared the

way for changes of later years.
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Private, State and National Banks Operational
**

In North Carolina Between 1876 and 1896

NationalPrivate State TotalYear

1876
1877
1878
1879
1880
1881
1882
1883
1884
1885
1886
1887
1888
1889
1890
1891
1892
1893
1896

99 15 33
9 7 15 31

710 15 32
811 15 34
89 15 32
710 15 32
89 15 32

14 8 15 37
813 15 36

16 10 4115
15 10 17 42
14 12 18 44
10 20 18 48

25 1911 55
13 25 21 59

3313 22 68
3713 23 73
3815 22 75

16 39 27 88*

* Total includes six savings banks

**

Mitchell, "A Forgotten Institution—Private Banks in North
Carolina," 41; "Statement of the Condition of the Banks in North
Carolina at the Close of Business on the 28th day of February 1896,"
Carr Papers.
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