
Georgia Strong But 
Moderating Growth 
Joel Parker and Mehmet llgaz 

In-migration, an appealing business climate, and 
an extensive defense establ ishment point to 
cont inuing though somewhat slower growth 
for Georgia this year. 

Georgia's economy is expected to bui ld on 
its fine 1984 performance this year, even though 
all major state industries are likely to experience 
somewhat slower growth. Commercial construction 
and retail trade could face the most abrupt 
adjustments, while residential construction and 
services should expand at slightly reduced rates. 
The restructuring of Georgia's textiles industry 
will continue to burden manufacturing, but the 
public sector should perk up this year with tax 
coffers replenished. Georgia's farm outlook is 
barely better than last yeaKs mediocre showing. 
Still, Georgia's overall economic momentum 
should remain amongthe strongest in the South-
east, and in the national context the state should 
continue to make relative gains. 

Georgia and the Nation 

The Georgia and U.S. economies differ sub-
stantially, but in some ways are remarkably 
similar (Table 1). Georgia's single largest area of 
employment, like that of the U.S., is in the 
wholesale and retail trades. However, the whole-
sale segment employs 7.5 percent of Georgia's 
nonagricultural workers, compared wi th 6 per-

The authors are, respectively, economist and student intern 
on the Research Departments regional team. 

cent for the nation. Atlanta's role as a regional 
distribution center partly explains the state's 
relatively high proportion of employment in 
wholesale trade. Georgia and the nation have 
comparable proportions of workers in retail trade, 
but the state, and particularly Atlanta, has ex-
perienced explosive growth in this area over the 
past year. 

It still may surprise some that Georgia's 22 
percent of workers in manufacturing exceeds 
the countrywide average of 21 percent The 
majority of Georgia manufacturing is in non-
durables such as textiles and apparel, compared 
with a much higher concentration of U.S. manu-
facturing in the production of durable goods 
such as automobiles and machine tools. From 
1979 to 1984, the percentages of jobs in manu-
facturing in the nation and in Georgia both fell 
almost 3 percent The national proportion of jobs 
in durables manufacturing fell faster than in 
Georgia, and the state's percentage of non-
durables manufacturing jobs dropped off more 
quickly than the nation's. Manufacturing employ 
ment is expected to continue declining as a 
proportion of total jobs in Georgia and the nation 
during 1985. 

Government employs a larger percentage of 
Georgians than of workers nationwide. Nearly 4 
percent of the state's nonagricultural workers are 
employed by the federal government compared 
wi th 3 percent for the whole country. Like many 
southern states, Georgia has welcomed large 
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Table 1. Georgia and U.S Employment, 1979 and 1984 
(in percent) 

Georgia 

Nonfarm Employment 

Mining —4 
Construction 4.8 
Manufacturing 25.0 

Durables 9.0 
Nondurables 16.0 

Transportation & Public Utilities 6.4 
Trade 23.0 

Wholesale 7.3 
Retail 15.7 

Finance 5.0 
Services 15.4 
Government 20.0 

Federal 4.0 
State & Local 16.0 

1984* 

United States Georgia United States 

1.0 .3 1.0 
5.0 5.5 4.6 

23.5 22.0 21.0 
14.0 8.4 12.4 

9.0 13.8 8.5 
5.7 6.4 5.5 

23.0 24.5 23.0 
5.7 7.5 6.0 

16.7 17.0 17.0 
5.5 5.3 6.0 

19.0 17.6 22.0 
17.4 18.1 17.0 

3.0 3.7 3.0 
14.0 14.5 14.0 

•Employment percentages as of October of the year. 

Sources: Georgia Department of Labor, and United States Department of Labor, Survey of Current Business. 

federal military complexes as steady sources of 
jobs and income. Atlanta serves as a regional 
center for several federal government agencies, 
further boosting government employment in the 
state. The relatively high state and local govern-
ment employment may be partly attributable to 
the abundance of counties in Georgia, each 
requiring separate government services. Georgia's 
nonfederal public sector employment stood at 
352,000 in November 1984 and is expected to 
grow in 1985. 

Georgia's relatively large construction work 
force is certainly consistent with its reputation as 
a rapidly growing Sunbelt state. During the first 
nine months of 1984 the percentage of Georgians 
in construction grew at two to three times the 
annual rate of the U.S. construction work force. 

Service employment in the state is decidedly 
smaller than in the nation. Although the state 
encompasses Atlanta, Savannah, and other metro-
politan areas, Georgia also has a sizable rural 
agricultural-based area, which tends toward self-
sufficiency in the service market. Around 80,000 
people live and work on farms in the state 
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accord ing to one est imate. Ci ty dwel le rs 
such as Atlantans are heavier consumers of 
service-sector products than those in rural areas. 
Probably because of the size of the rural economy, 
Georgia's service growth lagged behind the 
nation's from 1979 to 1984. However, the pro-
portion of service employment should approach 
that of the nation as metropolitan areas become 
a more prominent part of Georgia's economy. 

The Atlanta metropolitan area's significant con-
tribution to Georgia's economy helps explain 
some major employment differences between 
the state and nation. The Atlanta area is home to 
almost 40 percent of the state's populace, has 
nearly half of the state's nonfarm jobs, and 
generates 43 percent of its personal income. Yet 
Atlanta is not necessarily a barometer of job 
markets in the rest of Georgia. 

White collar and service jobs predominate in 
Atlanta, making the metropolitan area's economy 
faster growing and more recession-resistant than 
that of the rest of the state and the nation. I n large 
part, the rapid service industry employment 
growth in Georgia has been caused by this 
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sectors large size and quick expansion in Atlanta 
Manufacturing jobs are more heavily concen-
trated in Georgia outside of Atlanta, making the 
rest of the state relatively less resistant to national 
business cycle slowdowns. The strength of Atlanta's 
labor market tends to pull up the state's employ-
ment growth relative to the nation, sometimes 
masking employment weakness in the rest of 
Georgia 

Because of strong in-migration, a favorable 
business environment, and a wealth of defense 
installations and industries, Georgia's economy 
likely wil l grow faster than the nation's in 1985, 
and probably beyond. For the last decade or 
more, the state, and particularly its capital, Atlanta 
have been a magnet for in-migration, surpassed 
in the Southeast only by Florida Net in-migration 
to the state is estimated conservatively to have 
been 50,000 people in 1984, ora lmost l percent 
of the state's population.1 Another study found 
that from last April 1 to October 1, the Atlanta 
Metropoli tan Statistical Area gained 52,453 resi-
dents from natural increase plus migration, making 
it the nation's third fastest-growing MSA over this 
period.2 Half or more of Georgia's total in-
migrants settle in the Atlanta metropolitan area 
and the remainder locate mostly in other popu-
lation centers. Atlanta also attracts new residents 
from other Georgia locations. 

The 50,000 or more in-migrants to Georgia 
settled into about 17,000 houses, condominiums, 
or apartments, substantially magnifying the housing 
need that would have resulted simply from 
natural increase in the population. The many 
new households' total spending greatly stimulated 
the state's economy, generating more demand 
for goods and services, indirectly creating more 
'jobs, and in turn generating more income that 
fed back into the economy. Migration will remain a 
primary factor in the state's faster-than-national 
growth. However, as growth of the state's econ-
omy moderates and the rate of new employment 
opportunities slackens later in 1985, the strength 
of the migrant f low also may begin to subside. 

Georgia's economy showed an almost unparal-
leled ability to generate jobs for its fast-growing 
population during 1984. While its labor force 
increased about 3 percent, total employment 
forged ahead at a 4 percent annual rate, more 
than double the 1983 pace. Georgia and Atlanta 
absorbed the new workers with relative ease, 
registering seasonally adjusted unemployment 
rates of about 6 and 4.5 percent, respectively, 
late last year. The rates mark a significant im-

Chart 1 Georgia and Atlanta Unemployment Rates 
(seasonal ly adjusted) 
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provement from Georgia's 7 percent and Atlanta's 
6 percent unemployment figures in effect at the 
close of 1983. Georgia unemployment seems to 
have bot tomed-outa tabout6 percent (Chart 1). 
The state's jobless rate is expected to decline 
little in 1985 because of continuing in-migration 
and slower employment growth in the construction, 
retail sales, and manufacturing sectors But Atlanta's 
unemployment rate could come down some-
what with continued strong employment gains by 
the metropolitan area's large service sector. 

An excellent business climate also should 
enable Georgia to exceed the national employ-
ment and personal income growth rates in 1985. 
A 1984 study placed the state fourteenth from 
the top in overall business climate, but ranked it 
sixth according to its level of business activity.3 

Although such rankings are highly subjective, 
they do indicate that those polled felt the state 
was a better site for their businesses than most 
other states. Georgia's rankings also suggest that 
businesses outside the state have more interest 
in expanding into or wholly relocating in Georgia 
than in most other states. The number of out-of-
state firms incorporating in Atlanta increased in 
fiscal 1984 by 17.5 percent over 1983, and was 
still increasing late in 1984.4 

Georgia's attractiveness to out-of-state busi-
nesses and business people, including foreign 
investors, contributes to its rapid growth. Em-
ployees transferring to Georgia who account for 
an important segment of in-migration, are generally 
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well above average in skill level and income 
compared with the native population, and usually 
contribute positively to the state's economy. 
Businesses moving to the state produce an even 
more dramatic benefit, because they can create 
jobs directly and contribute generously to state 
and local government tax coffers. These are 
qualitative factors in the state's favor. 

Georgia seems well positioned to benefit from 
the $292 bill ion in national defense spending 
now in the pipeline for 1985. Wi th over 2 
percent of state personal income attributable to 
military salaries, the 4 percent pay raise already 
approved for the military in 1985 will add ap-
proximately $67 million to the $1.67 billion in 
wages paid to military personnel in Georgia in 
1984. Construction and staffing of the $1.4 
billion Kings Bay Trident submarine base will 
continue in 1985. Production of C5-B military 
airlift jets by Lockheed-Georgia in Marietta will 
pump additional dollars into the state this year. 

Commercial Building To Abate 
Employment expansion in construction led all 

Georgia industries last year, with almost 15 
percent growth. Much of the added employment 
was in Atlanta, where commercial construction 
has been booming while residential construction 
has held steady. There are two principal reasons 
why this rate of employment growth probably 
cannot continue through 1985. First, both resi-
dential and commercial buildingare expected to 
grow more slowly this year. Second, wi th most 
skilled construction labor already on the job 
somewhere, most additions to the work force 
must come from workers now employed else-
where. The l imited mobil i ty of these skilled 
workers from other states points to a tapering off 
in the growth rate of the Georgia construction 
work force into 1985. Upward pressure on con-
struction wages can be expected if the building 
industry continues its 1984 growth pace. 

Reductions in the Accelerated Cost Recovery 
System (ACRS) write-off provisions and other tax 
changes in the Tax Reform Act of 1984, rising 
vacancy rates in office buildings, and expected 
moderation of growth in the national economy 
account for the anticipated slower pace of com-
mercial construction activity. The Tax Reform Act 
provides for an increase from 15 to 18 years in 
the ACRS depreciation write-off period for real 
property. This provision will reduce the incentive 

to own or invest in commercial real estate and 
could lead to the shelving of marginal projects 
made less attractive by lower after-tax profits. 
Although this three-year extension and other 
changes in the act wil l have a less overwhelming 
effect, they will inhibit investment in commercial 
structures. 

Last year, office building permits in Georgia 
were strong, as evidenced by the phenomenal 
rate of office construction in Atlanta and else-
where. The dollar volume of permits in 1984 was 
42 percent above its level of a year earlier (Table 
2).5 Most Atlanta office construction took place 
in the suburbs, resulting in a climb in suburban 
office vacancy rates from about 7 percent at 
midyear 1983 to over 10 percent by mid-1984.6 

Atlanta's overall office vacancy rate likely wil l rise 
in 1985 because commercial construction will 
remain strong, and office space absorption prob-
ably will moderate as the rate of new business 
incorporations and expansions declines. 

Institutional investors are bullish on the Atlanta 
office market because of its excellent business 
climate. They believe that within 18-24 months 
of a building's completion they wil l be able to 
lease or sell their investment at an acceptable 
rate of return. A cooling national economy could 
lessen office construction by slowing leasing 
schedules and thus reducing expected return. 
Although developers and leasing agents remain 
optimistic about near-term opportunities in the 
market, Atlanta office construction could begin 
slowing in the second half of 1985. 

Last year, the value of nonresidential construction 
in Georgia was 25 percent above its 1983 level. 
Among Georgia's major cities, only in Savannah 
and Columbus was nonresidential construction 
relatively weak. Atlanta experienced a strong 30 
percent increase, which was greatly assisted by 
the office boom. In particular, the Perimeter 
Crescent area, ranging along I-285 from I-85 to I-
75, is growing rapidly. Some developers are 
buying properties currently zoned residential, 
expecting to construct office complexes on the 
land after the properties have been rezoned to 
commercial status. 

The industrial leasing and construction market 
also is vigorous in Atlanta, as it has been for the 
past year. If its normal performance lag relative to 
the general economy holds, activity wil l be even 
stronger this year. Especially in the bulk ware-
house market, the historically low vacancy rates 
of less than 2 percent will facilitate the trans-
lation of expected new demand into new con-
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struction or higher rents. The business park 
market reports vacancy rates of 5 to 6 percent, 
which approximate historical averages. 

Home Market Growth Likely 
The residential real estate market probably wil l 

advance in 1985, but at a reduced pace. Most of 
the ingredients for a healthy housing market 
appear intact: strong in-migration, declining 
mortgage rates in late 1984, expanding personal 

income, and a low level of unsold new home 
inventory. However, the expected slower ex-
pansion of Georgia's economy and of in-migration 
late in 1985 probably will hold residential con-
struction growth below 1984's rate. 

Robust in-migration drives the Atlanta housing 
market and, to a lesser extent, housing markets 
elsewhere in the state. A significant portion of 
that migration is due to businesses relocating 
here from out of state, bringing employees with 
them. The f low of people and firms is expected 

Table 2. Construction in Georgia 

Augusta 
Total 1984 
Percent change* 

Atlanta 
Total 1984 
Percent change* 

Columbus 
Total 1984 
Percent change* 

Macon 
Total 1984 
Percent change* 

Savannah 
Total 1984 
Percent change* 

Value of Value of 
Nonresidential Building Nonresidential Residential 

Permits ($000) Construction (Millions $) Construction Units 

49,343 80.1 3,849 
9.7 25.5 15.2 

1,306,150 1-136 42,877 
54.0 30.4 6.8 

62,110 51.2 1,409 
62.8 - 1 2 . 9 10.1 

52,508 100.5 2,711 
62.3 58.5 29.7 

51,978 39.7 1,337 
- 3 . 0 - 2 1 - 9 - 6 . 1 

^ TotaM 9 8 4 1.712,121 1.99S.3 66,493 

Percent change* 4 1 6 2 5 7 

1984** 1983* 
Percent 
Change* 

Atlanta 
Single-family building permits 
Multifamily building permits 

Georgia 
Single-family building permits 
Multifamily building permits 

28,898 
17,413 

41,275 
25,138 

Total between January and November 1984 
•Percent change from '83 = T o t a j between January and November 1983 

«•The figures for each year are January-November cumulative. 

- 1 . 

27,034 
13,689 

39,120 
23,321 

6.9 
27.2 

5.5 
7.8 

Sources: U. S. Department of Commerce and F. W. Dodge-McGraw Hill. 
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to diminish slightly this year as a result of the 
slower growth rate foreseen for the Georgia and 
U.S. economies. 

Declining mortgage rates in the last five months 
of 1984 wil l help stimulate market demand by 
enabling more potential homeowners to qualify 
for loans. From mid-July to early December, the 
effective interest rate on conventional 25-year 
fixed-rate mortgages made in Atlanta declined 
by more than a full percentage po in t The rate on 
adjustable-rate mortgages (ARMs) has retreated 
as well, but to a lesser extent Some new housing 
demand also has arisen from the rapid increase 
in personal income in Georgia. Housing demand 
sparked by in-migration and higher personal 
income should manifest itself in faster home 
sales in the first half of 1985. 

Despite their decline, construction financing 
rates remain high enough to inhibit builders from 
increasing their now moderate home inventories 
for speculative purposes. The speed with which 
houses can be built today—often within the span 
of a month—combined with high carrying costs 
apparently encourages builders to build to order. 
Wi th the resulting low inventory of unsold new 
homes, construction wil l accelerate quickly if 
housing sales pick up as expected in the first half 
of the year. 

Residential construction units, the gauge of 
actual housing construction activity, increased in 
all major Georgia cities in 1984 except Savannah. 
Macon led the way with a 30 percent increase in 
units for the first eleven months over the same 
period in 1983. 

Atlanta also has been doing well in adding 
single-family housing. Through the first nine 
months of 1984, total single-family starts in the 
Atlanta area were exceeded by only two U.S. 
metropolitan areas (Chart 2). This activity was 
spurred by declining home prices in Atlanta: the 
average price for new and existing homes for the 
metro area in the second quarter of 1984 was 
$96,000, 7.8 percent below the level a year 
earlier.7 Both the moderation in housing material 
costs and last summer's soft housing market 
contributed to this decline in average sales price. 

Brake on Trade Sector Growth 
Georgia's retail sector growth could slow signifi-

cantly in 1985. From January through August 
1984, state taxable sales grew at an average 
annual rate of 17 percent compared with state 
personal income growth of 12 percent through 
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Chart 2. Housing Starts in Major U.S. SMSAs 
(January - September 1984) 

Thousand Units 
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Source: Chicago Title Insurance Company. 

midyear. Growth in Atlanta convention attendance 
contributed to Georgia's taxable sales surge but 
was not its primary cause. Sales growth cannot 
continue indefinitely to exceed personal income 
growth by such a margin, and so sales advances 
can be expected to line up more closely wi th 
income gains during the first half of 1985. 

Strong 1984 retail employment gains were 
attributable partly to the opening of two large 
shopping centers in Atlanta; two more will fol low 
in 1985. However, experienced retail personnel 
are, for the most part, already employed. In 
1985, high-quality sales people for new Atlanta-
area retail establishments probably will command 
higher wages than were offered to similar new 
workers in 1984. 

Georgia trade employment grew at an 8 per-
cent annual pace in 1984, or roughly double the 
national rate. Much of this growth was in the 
At lanta area, where retai l sales s t rength 
has achieved a high national ranking. Retail 
employment expanded in response to more 
generous spending in the state. Atlantans and 
Georgians have been spending a high proportion 
of their personal incomes, which have grown 
faster than in any other southeastern state over 
the last two years. 

Services: Steady Ahead 
With Georgia's economic growth expected to 

moderate and in-migration likely to taper off, 
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1985 service employment growth is projected to 
slow, but probably less than that in the con-
struction and retail sectors. Staffing of major 
additions to Atlanta's convention facilities wil l 
contribute to some growth as several hundred 
service jobs are added. x 

Services is the state's third fastest expanding 
employment category, averaging 7 percent annual 
growth for the first ten months of 1984. The 
increase in Atlanta's service employment has 
outpaced the rest of the state because of the 
city's mushrooming tourism and convention trade 
and the many service professionals, such as 
doctors and accountants, required to meet the 
needs of its surging population and businesses. 

Georgia's service sector tends to maintain its 
momentum when other components of the 
economy are slowing, thus enhancing the total 
Georgia economy's recession resistance. Service 
professionals and hotel and convention workers 
constitute a major proportion of Atlanta's service 
employment Legal and accounting firms are less 
likely to lay off staff during a business slowdown 
than are manufacturing concerns. Similarly, the 
army of service workers required to run a business 
such as a large hotel cannot be reduced drastically 
if the establishment is to run at all. The service 
industry thus carries considerable forward inertia 

Banking and Finance Revolution 
The same -growth, diversification, and inte-

gration that characterized the 1984 banking and 
finance industries could well continue this year. 
In fact, 1985 could also bring a siege of bank 

• mergers and acquisitions, both within the state 
and with institutions in Florida and North Carolina 

Unquestionably, Georgia's passage of a recip-
rocal regional interstate banking law in 1984 
altered strategic thinking among the state's fi-
nancial institutions more than any development 
since the Monetary Control Act of 1980. The 
merger of Trust Company Bank of Georgia with 
Sun Banks of Florida proposed last year christened 
the new Southeast banking region. Suddenly, 
every banking organization in the state felt com-
pelled to decide whether it would serve its 
stockholders better if it survived as a distinct 
organization or if it was absorbed by merger or 
buy-out in the future. Once the interstate con-
solidations begin in earnest, they could run their 
course fairly quickly. Industry analysts believe 
that institutions absorbed first will command 

' substantially more than those selling out later, 

which could create a strong incentive for insti-
tutions to be among the first to do so. 

Avail, the state's new automated teller machine 
(ATM) network, will enhance intrastate financial 
integration, just as Georgia's interstate banking 
law promotes integration across the state line. 
The800-machine system, operating since October, 
ranks fifteenth in size nationally. The network 
was expected to exceed 700,000 transactions 
per month by year-end 1984, a rate that com-
pares favorably with larger and longer-established 
networks elsewhere in the country.8 Avail links 
the ATMs of 79 Georgia financial institutions; 
over 10 percent of the participating ATMs belong 
to nonfinancial institutions. The number and 
proportion of Avail-affiliated ATMs at retail locations 
could expand dramatically in the years ahead. 

Consistent with Atlanta's role as a financial and 
business center in the fast-growing Sunbelt, both 
total loans and deposits in Georgia expanded 
more rapidly than the national rate in 1983. 
Preliminary information for 1984 indicates that 
Georgia extended its growth rate advantage over 
national averages for both categories. In 1984, 
mortgage lending at state savings and loan asso-
ciations has been particularly strong compared 
with the nation's. 

Employment expansion last year among Georgia 
finance, insurance, and real estate (FIRE) firms 
has not been surpassed since 1973. A substantial 
proportion of 1984 FIRE growth reflects hiring by 
financial institutions to service new products and 
to market old ones more intensively. Without a 
massive bank or S& L consolidation wave in 1985, 
financial institutions employment in Georgia likely 
will continue 1984's strong pace. A series of 
consolidations could slow employment growth 
in this industry, as some redundant functions 
are merged within combining institutions. 

Leisure Travel: An Uncertain Year 
Georgia's tourism industry turned in a good 

performance last year, with visitor center regis-
trations, lodgings tax receipts, and air travel in 
1984 all up over 1983, in contrast to a relatively 
flat year-over-year performance nationally. The 
1985 outlook wil l be poorer in Georgia, however, 
if slower growth of the national economy per-
suades households to postpone vacations or 
spend less on their trips. 

Transportation, the linchpin of any tourism 
industry, wil l be generally cheaper and more 
efficient in Georgia in 1985. The price of regular 
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gasoline in Atlanta hovered around $1 a gallon 
for most of 1984, and prospects are good for 
some continuing decline. This is good news for 
tourist attractions positioned away from com-
mercial air service, such as much of the coast, 
Callaway Gardens, and the north Georgia moun-
tains. Air fares rose substantially in 1984, as most 
airlines reduced orel iminated discounts that had 
caused them financial trouble. Early in 1985, 
however, air carriers again offered discount fares 
on a large scale, from which Georgia tourism will 
benefit. Airline connections to Atlanta are among 
the easiest to make in the country because of 
Hartsfield International Airports role as a national 
air transportation hub. Less expensive gasoline 
and bargain airline tickets will boost the number 
of tourists and business people traveling to 
Georgia this year. 

Atlanta, the state's most popular destination, 
will be easier for out-of-town visitors to traverse 
for shopping and sightseeing because of recent 
improvements in its mass transit system. The 
city's subway system extended its north and 
south lines in December, facilitating fast and 
inexpensive access to shopping and cultural 
activities in north Atlanta Although incomplete, 
improvements to Atlanta's interstate highway 
system wil l make travel more convenient for 
visitors to the city. 

The expected slowdown in personal income 
growth nationwide in 1985 could limit both 
household vacation plans and the growth of 
business travel budgets. Throughout the recovery, 
leisure travel never regained the priority from 
households that the recovery's strength should 
have warranted. Some analysts have suggested 
that "make-up" purchases of household durables 
deferred during the recession may have derailed 
household vacation expenditures temporarily. 

Atlanta Advances As Convention Center 
Atlanta has moved firmly into third place 

among U.S. convention centers wi th 1.3 million 
delegates in 1983, following only Chicago with 3 
million and New York with 4.3 million (Chart 3). 
The Atlanta convention trade should improve in 
1985 if the national economy achieves the 
generally expected moderate growth rate. A 
significant national slowdown would cut conven-
tion attendance across the country. 

Although other locations in Georgia have con-
vention facilities, Atlanta alone has the lodging 

and meeting capacity as well as the air transpor-
tation necessary to snare large, national-draw 
conventions. The city's convention infrastructure 
will expand markedly in 1985 when almost 
2,000 new hotel rooms wil l become available in 
the central business district, mostly at the new 
Marriott Marquis Hotel. This development, cou-
pled wi th an expansion that doubled the Wor ld 
Congress Centers floor space, will permit Atlanta 
to host more large meetings, which in the past 
had no choice other than New York or Chicago. 
Overthe longhaul, hundredsof jobsand millions 
of dollars will accrue to the state's economy from 
this growth. Over the short term, the expanded 
meeting and lodging space may cause some ex-
cess capacity and lower hotel occupancy, particu-
larly at older properties that rely on spillover 
from prime convention facilities. 

While Atlanta will boast plenty of hotel rooms, 
meeting-room space, and good restaurants in 
1985, it still can be criticized for lacking a high-
quality attraction, such as San Francisco's Fisher-
man's Wharf or Baltimore's waterfront, for the 
amusement of convention visitors. The Rouse 
Company's proposed $120 million redevelop-
ment of Underground Atlanta could help fill this 
void and, if successful, assist in bringing more 
and larger conventions to the city. However, 
financing arrangements for the project were still 
a question mark at the beginning of 1985. 

Chart 3. Convention, Trade Show, and Corporate 
Meeting Attendance in Atlanta, 
Chicago, and New York 
(in thousands) 

Atlanta Chicago New York 

Source: At lanta Chicago, and New York Convent ion and Visitors 
Bureaus 
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Public Sector A Positive Force 
Georgia's public sector, one of the largest in 

the country in comparison wi th state population, 
experienced a surge in 1984 tax revenues and 
seems poised to make largeroutlays in 1985. The 
state exercised tight spending controls in 1982 
and 1983. But last year, the maturing expansion 
rewarded the state with an almost 15 percent 
increase in sales tax receipts over 1983. The 
revenue from personal income taxes expanded 
by slightly over 9 percent because of the 5 
percent increase in nonfarm employment and 6 
percent rise in average wages. 

The state's $4 billion budget for the 1984 fiscal 
year, which ended last June, was only 7.7 percent 
more than the $3.7 bill ion appropriated for fiscal 
1983. Wi th the tax windfall gained last year, 
Georgia can be expected to replenish a reserve 
fund depleted during the recession and to fund 
more programs. 

Georgia has a large menu of new programs 
requiring funding. Spending on education wil l 
increase sharply as the state strives to raise the 
quality of its schools in order to attract industry. 
But the major thrust of 1984-85 state and local 
spending will be in public works. Statewide 
spending on infrastructure projects, such as parks, 
water and sewage treatment plants, electric 
utilities, and state and local office buildings, 
totaled $29 million in the first seven months of 
1984, compared with $5 million in the same 
period of 1983. Although the lion's share of 
public works spending is confined to the Atlanta 
metropolitan area, and mainly to MARTA (the 
Metropoli tan Atlanta Rapid Transit Authority), 
other areas increased spending as well. Columbus 
spent $312,000 from January to July of 1984, 
compared wi th nothing in the first half of 1983; 
Savannah doled out close to $900,000, compared 
with nothing the previous year; and Augusta' 
spent $61,000 in the first seven months, com-
pared with nothing in the same period a year 
earlier. 

Wage increases for most Georgia public sector 
employees were modest in 1983 and 1984, 
although educational employees fared slightly 
better. Employment, particularly in education 
and private jobs to expand highways and other 
projects, will rise sharply in 1985. Moreover, 
federal government grants will help boost spend-
ing on Georgia roads and bridges this year. The 
state's budget, which calls for an 8 percent 
increase in the 1985 fiscal year, should enter 

fiscal 1986 with a hefty surplus despite all of 
these spending increases. 

Fairer Weather for Georgia Farmers 
Georgia's 1985 farm outlook can be viewed 

optimistically as "bet ter" or conservatively as 
"unchanged." Either description is an improve-
ment over the last few years when, owing to 
droughts, rising farm loan delinquency rates, and 
the end of the federal Payment-In-Kind (PIK) 
peak. In addition, owing to bountiful soybean 
production nationwide, prices have been weak, 
the resulting lower prices for crops wil l depress 
farm revenues to Georgia farmers as they did last 
year. 

The most encouraging trend is that Georgia's 
farm economy as a whole saw some improve-
ment in 1984. True, the financial viability of some 
farmers either failed to improve or deteriorated 
last year. Yet many farmers were able to reestab-
lish credit, which had tightened in several earlier 
years, to reduce some loans, and to refurbish or 
replace aging plant and equipment. From this 
firmer foundation, these farmers have the liquidity 
to take advantage of opportunities to cut costs 
and improve revenues. 

Peanuts, the Georgia farm economy's largest 
revenue producer, showed record yields in 1984, 
following a severe drought in 1983. This crop 
generates as much as 15 percent of the state's 
farm receipts. Farmers can expect firm peanut 
prices in 1985, primarily because of an effective 
U.S. government price support program. With 
careful management and some help from the 
weather, peanut farmers can expect another 
good year. 

Georgia broiler producers also profited in 1984, 
assisted by higher prices and declining feed 
costs. Crops aside, broilers produce the most 
revenue for the state's farm economy. Feed costs 
are expected to decline. Weak production by 
chicken's primary competitors, pork and beef, 
could pull up broiler prices through mid-1985. 
Possible overproduction in the second half of the 
year poses the primary risk to profitability; how-
ever, the overall prospects for Georgia's broiler 
industry are good. 

Soybeans tell the major disaster story for 1984. 
This crop, which is planted on more Georgia 
acres than any other, was curtailed severely by 
drought in the late summer and fall. In fact, 
Georgia soybean farmers have lost so much yield 
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in the past few years because of drought that 
many have either quit growing the crop or 
reduced theiracreage planted. As a result 1984's 
soybean acreage dropped 17 percent from 1980's 
peak. In addition, owing to bountiful soybean 
production nationwide, prices have been weak. 
The price picture is unlikely to be brighter in 
1985, further d imming prospects for improve-
ment for soybean producers. 

Manufacturing Growth To Decrease 
Georgia's manufacturing sector probably wil l 

bear the brunt of any slowing of economic growth 
within the state in 1985. Employment growth will 
lessen for durables manufacturers, such as the 
state's auto assembly plants and lumber mills, as 
smaller increments to national personal income 
moderate the growth of demand and as the 
general economic expansion matures. Nondurable 
goods producers, accounting for 14 percent of the 
state's jobs, could be especially hard h i t Foreign 
markets for the state's textile output are already 
weak, and softening domestic markets could test 
textile producers' ability to maintain their year-
end 1984 employment levels. 

Manufacturing employed 22 percent of Georgia's 
nonfarm workers last year, down 3 percentage 
points from 1979. However, this sectors work 
force grew by 5 percent from September 1983 to 
September 1984, wi th most of the additions 
going to durable goods producing industries 
such as automobile assembly plants, and lumber 
finishing and paper mills. Transportation equip-
ment manufacturers increased their manpower 
at an 18 percent annual rate as Atlanta's Ford and 
General Motors plants recalled virtually all fur-
loughed workers. Lockheed-Georgia the Marietta-
based contractor for the Air Force's C5-B cargo 
plane, added to its staff of engineers and tech-
nicians steadily through 1984. Hiring at Lockheed 
will slow in 1985 as the airplane goes into actual 
production. The lumberand wood industry thrived 
on the strong 1983-84 housing market but re-
cently has begun to face severe competit ion 
from Canadian imports. 

The state's chemical industry, which employs 
fewer than 20,000 people, cut back on its em-
ployment growth as the year progressed. Chemi-
cal firms started the year hiring at a 5 percent 
month-over-month rate that tapered almost 
monthly, declining to slightly over 2 percent 
growth late in the year. In 1985, Georgia chemi-

cal producers can expect slower growth of de-
mand for their output, since the national manu-
facturing sector is expected to buy chemical 
inputs at a slower pace. 

Foreign Competi t ion 
Competit ion from imported goods helped by 

the strong dollar and the relatively high wages of 
some U.S. producers will continue to harry the 
Georgia textiles and apparel industries, employers 
of 7.4 percent of the state's work force. The val ue 
of all foreign goods imported into the state 
soared last year, with a January-through-Sep-
tember import value of $3.5 billion matchingthe 
activity for all of 1983.10 Textiles and apparel are 
restructuring industries in the United States, as 
lower wage structures have shifted the compara-
tive advantage to such countries as South Korea, 
Taiwan, and China Georgia textile operations 
spent an estimated $225 million on productivity-
enhancing improvements last year alone.11 How-
ever, the upgrading of textile plant and equip-
ment over the last few years has only slowed the 
industry's employment decline. The long-run 
employment trend in these industries seems to 
be down, reflecting both the substitution of 
capital for labor in domestic manufacturing and a 
loss of world market share. 

Foreign competit ion also has limited growth in 
Georgia's agriculture, wood products, and do-
mestic tourism industries. The strong dollar has 
stifled foreign demand for Georgia's crops, keeping 
down domestic prices and, thus, farm revenue. 
Georgia's wood products suffered from slackened 
demand when the housing industry weakened in 
the summer of 1984. In addition, Canadian 
competition in lumber and other building materials 
has added to the sluggishness of this sector. 

While tourism in the state did well in 1984, its 
performance did not equal that of the rest of the 
economy. Part of this lost performance probably 
was owing to vacationers taking advantage of the 
favorable exchange rate by traveling abroad 
instead of domestically. 

Certainly, Georgians who export have had a 
harder t ime doing so wi th the dollar at current 
levels. But the high dollar also makes imports 
relatively cheaper. Foreign exporters are exploiting 
this advantage to market their goods successfully 
in Georgia A trade delegation including Governor 
Joe Frank Harris recently traveled abroad to 
enlist foreign industries to join the many other 
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foreign-owned businesses that have located in 
Georgia in recent years. Many of the same 
qualifications that make the state an attractive 
site for a foreign-owned business also make it a 
desirable market for goods manufactured abroad. 

Even if the dollar weakens in 1985, foreign 
producers using the strong dollar to gain greater 
access to Georgia markets would not disappear 
from the state. This is particularly true of foreign 
exporters who were able to expand production 
and market penetration significantly through the 
favorable exchange rates. Some wil l be able to 
continue marketing in the state without the 
exchange rate advantage and wil l become a 
permanent part of Georgia's economy. 

Conclusion 
Georgia can expect strong economic growth in 

1985, but at a slower pace than last year. The 
state has maintained a high level of economic 
momentum for the past two years. The current 
forecast anticipates a somewhat diminished im-
petus this year due to maturation of the business 
cycle and a growing weight of foreign competition 
faced by Georgia industries. In-migration, an 
attractive business climate, and a large defense 
establishment will continue to spark the state's 
growth. 

The authors are grateful to Elizabeth Boyd for her research 
assistance. 
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