
A Good Year, But Not an Easy One 
B. Frank King and David Avery 

Florida appears ready to outperform the rest of the country again this 
year, but with some of the Sunshine State's key sectors in trouble it 
could be a struggle. 

Florida's unique economic struc-
ture, which has shaped its pat-
tern of growth for several de-
cades, seems likely to contrihh 
ute to another better-than-na-
tional year in 1986. 

Florida's economy probably 
will outdistance the rest of the 
country again this year, but by 
no more than it did in 1985. A 
weaker dollar and continuing 
high migration bode well for 
the Sunshine State's economy, 
but weakness in the volatile 
construction industry is likely 
to detract from growth. 

The state's economic struc-
ture—based on an unusual blend 
of service and high-tech indus-
tries, a dynamic construction 
sector, and a continuing influx 
of tourists and new residents— 
in the past has helped make 
the state one of the nation's 
fastest-growing, while contrib-
uting to occasional wi ld swings 
between prosperity and reces-
sion. Last year, Florida's growth 
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eased from the unsustainable 
vigor of 1984, but the state's 
economy still managed to out-
distance the nation and South-
east in income, employment, 
and population growth. A few 
important parts of the state 
economy lagged, as was true 
nationally, and no sector mus-
tered enough new strength to 
boost growth back to its heady 
1984 pace. 

Florida's impressive popula-
tion gain from migration and its 
service-oriented economy stood 
the state in good stead in 1985. 
However, its electronic and 
machinery manufacturing sec-
tor, its foreign tourist business, 
and its food, paper, and chemi-
cal industries bore the brunt of 
import competition, declining 
foreign demand, and industry-
specific problems. Its renowned 
construction cycle also appeared 
to move into a declining phase. 

With all this, incomes, em-
ployment and population grew 
at rates well above those of the 
nation and the rest of the South-
east (Table 1). In 1985, Florida 
had less to outdistance than in 

the past, since the nation and 
the rest of the Southeast ex-
panded more slowly. Growth in 
Florida employment dropped 
from 6.6 percent in 1984 to 3.6 
percent in 1985—st i l l a strong 
gain compared with the nation's 
4.1 percent in 1984 and 2 per-
cent in 1985. 

The state's major employ-
ment sectors, including services, 
government, and trade, contin-
ued to provide support Most 
service industries registered 
solid year-to-year employment 
increases. Both state and local 
government employment also 
gained strength in 1985. Trade 
sector growth slowed from 1984, 
but gains remained respectable 
Most of Florida's manufacturing 
industries advanced only slug-
gishly, if at all. 

What Has Driven Florida 
in the Past? 

The Florida economy's rapid 
and rather volatile growth has 
been driven for many years by 
a combination of migration, tour-
ism, agriculture, and primary 
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Table 1. Measures of Overall Economic Growth: Florida the Southeast and the United States, 
1984 to 1985 
(Percent change) 

1983-1984 1984-1985 

Florida Southeast U.S. 

Personal Income 11.8 10.7 10.5 
Population 3.2 1.8 1.1 
Employment 6.6 3.7 4.1 

Florida 

8.2 

2.9 
3.6 

Southeast 

7.1 
1.7 
2.3 

U.S. 

6.7 
1.0 
2.0 

Source: Personal Income, U.S. Department of Commerce, Bureau of Economic Analysis. 

Population, U.S. Department of Commerce, Bureau of the Census 

Employment, U.S Department of Labor, Bureau of Labor Statistics 

industry. These forces have pro-
duced an economy dominated 
by nonmanufacturing employ-
ment particularly trade, service, 
and construction. Important 
manufacturing sectors have been 
developed around farming, con-
struction, and forestry. More 
recently, high-technology man-
ufacturers producing defense 
and electronic goods have be-
gun to play a significant role. 

The Role of Migration and 
Tourism. Retirees have contrib-
uted a large proportion of Flor-
ida's strong population and eco-
nomic growth over the years. 
Most retirees migrate from out-
of-state and have income and 
assets when they reach Florida 
Their migration stimulates the 
Florida economy, increasing 
demand for goods and services 
produced in the state. This, in 
turn, creates jobs and more in-
come. In Florida's case, the rapid 

rate at which jobs and income 
have been generated by migra-
tion and other factors to be dis-
cussed later has also lured many 
working-age newcomers. 

Florida's population tripled 
the nation's growth rate during 
the 1980 to 1985 period, largely 
because of migration. Only Texas 
and California surpassed the 
state in total population gain 
over the period. As Table 2 
indicates, Florida's population 
grew by over 16 percent from 
1980 to 1985, well above the 
rate in other southern states. 
New civilian migration account-
ed for most of this population 
growth—about three-quarters 
in the 1980 to 1985 period. 

Migration has not been steady; 
however, it follows the nation's 
business cycle closely. In eco-
nomic expansions, potential mi-
grants in other states can move 
quickly because they are able 

to sell their homes and pull up 
stakes. Those in the labor force 
are more likely to f ind jobs in 
Florida. In times of recession, 
an impaired ability to sell homes 
in the other states and to find 
jobs in Florida slows migration. 

During the 1980 to 1985 per-
iod jobs and the labor force 
grew even more rapidly than 
population. Their growth rates 
of 24 and 23 percent, respec-
tively, more than doubled the 
national rates. The labor force 
grew in part because labor force 
participation increased and part-
ly because the state's economy 
generated new jobs that drew a 
substantial number of working-
age migrants. 

Retirees still constitute a ma-
jor part of the migration to Flori-
da; but recently the state's strong 
job growth has attracted an ex-
panding number of working-
age newcomers. In fact, from 

Table 2. Population Growth: Florida the Southeast, and the United States, 1980 to 1985 
(Percent) 

1980-1985 July 1984-Ju ly 1985 

Florida Southeast U.S. Florida Southeast U.S. 

Population Growth 16.6 9.2 5.4 2.9 1.7 1.0 

Source: U.S. Bureau of the Census-
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1980 to 1985 the population in 
the 25 to 44 age group grew 
by 652,000, far surpassing the 
376,000 increase in population 
over age 65. 

The continuing rapid influx 
of retirees stimulates the Florida 
economy and influences its 
structure. Retirees require resi-
dences as well as consumer 
goods and services. Their de-
mands for trade and service 
facilities further boost construc-
tion, particularly of stores, ware 
houses, and office buildings. 
The elderly promote the state 
economy's trade, service, and 
construction sectors. 

Despite Florida's economic 
diversification in recent dec-
ades and the growing impor-
tance of technologically ad-
vanced manufacturing, tourism 
remains a mainstay of the econ-
omy. In 1983 tourism accounted 
for almost 380,000 jobs in the 
state, about 10 percent of pay-
roll employment—a larger share 
than that commanded by either 
the construction or financial ser-
vices industries. Only Hawaii, 

Nevada, Maine, and Vermont 
are dependent on tourism for a 
greater proportion of their jobs. 
Domestic and foreign tourist 
expenditures climbed in 1983 
to over $19 billion, a figure 
exceeded only by California 
Tourism also added $750 mil-
lion in 1983 to state and local 
tax coffers, a larger sum than 
that garnered by any states ex-
cept New York and California1 

Although these figures show 
the significance of tourism in its 
own right the industry is impor-
tant in other respects. Like most 
manufacturing but unlike many 
services, tourism allows Florida 
to earn from consumers outside 
the state. Since it depends more 
on national and international 
economic developments than 
on local circumstances, tourism 
can be counter-cyclical. In ad-
dition, tax revenues earned from 
tourists enable the state and 
local governments to provide 
Floridians a higher level of ser-
vice than they could otherwise 
enjoy without collecting appre-
ciably higher taxes from local 

residents. In effect, the state's 
tourism industry shifts part of 
the financing of its roads and 
schools to foreigners and resi-
dents of the other 49 states. 

Nonmanufacturing Employ-
ment Dominates. As a conse-
quence of the influx of retirees 
and tourists, the trade and ser-
vice sectors are Florida's largest 
employers, accounting for a high-
er proportion of employment 
than in most other states (see 
Chart 1 for employment share 
comparison). Over 1.1 million 
workers, or 26 percent of the 
state's total nonfarm employ-
ment, are concentrated in the 
burgeoning trade sector. In 7 of 
the 10 years from 1975 to 1984, 
trade employment grew faster 
than total employment, recov-
ering from slow growth (1.1 
percent) in 1982 to grow at 4 
percent and 6 percent in 1983 
and 1984, respectively. 

The services sector, which 
employs almost as many as trade, 
generally has ou tper fo rmed 
even that sector. In health and 
business services, hotels and 

Chart 1. Nonfarm Employment, by Sector 

Florida, December 1985 United States, December 1985 

Const ruct ion Finance 
7.5% 7.1% 

Other 
0.2% 

Nondurab les 
4.7% 

Transportat ion, Communicat ions, 
and Public Uti l i t ies 

Durables 5 6 % 

6.9% 

Other 

Durables 
11.5% Nondurab les 

7.9% 

Const ruc t ion 
4.7% 

Transportat ion, 
Communicat ions, 
and Public Uti l i t ies 

5.4% 
Finance 

6.1% 

Source: U.S. Department of Labor, Bureau of Labor Statistics. 
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Table 3. Florida's Total Employment in Food, Paper, Chemicals, 
Machinery Manufacturing, and Transportation Equipment 
(Thousands December data) 

Industry 1975 1980 1985 

Food 50.4 48.8 52.9 
Paper 16.1 16.4 15.2 
Chemicals 24.0 26.5 25.2 
Machinery 57.3 98.0 121.5 
Transportation Equipment 30.5 47.2 57.7 

Source: Florida Department of Employment Security and U.S Department of Labor, 
Bureau of Labor Statistics 

other lodging places (the major 
subgroups in services) employ-
ment has grown at least 5 per-
cent in each year since 1977 
despite two recessions. In 1983 
and 1984 services employment 
expanded 7.7 and 8.8 percent 

Florida's rapid populat ion 
growth has intensified the need 
for public services. Government 
is the state's third largest em-
ployer. Although Florida's public 
sector job growth has been slug-
gish compared with other areas 
of the state's economy, it has 
been accelerating since 1981, 
outpacing the nation each year. 

Satisfying demands based on 
rapid population growth keeps 
Florida's construction sector larg-
er than that of most states. Con-
struction is also highly cyclical, 
in part because populat ion 
growth is cyclical and in part 
because it is influenced by in-
terest rates and income growth. 
For example, during the eco-
nomic slowdown in 1982, as 
migration lessened and interest 
rates soared, construction em-
ployment in Florida fell by 8.1 
percent or 22,400 workers. By 
contrast as the national econ-
omy rebounded in 1984, con-
struction employment surged 
by almost 51,000. The state's 
finance, insurance, and real 
estate sector provides an indi-
cation of office demand. This 
sectors employment growth 
has outpaced the nation's by 
wide margins (23 percent for 
Florida versus 14 percent for 
the United States from 1980 to 
1985). 

Strong gains have typically 
occurred in both residential and 
nonresidential construction. The 
residential side of the picture 
has hinged on state population 
gains and migration patterns, 
which have varied according to 
national economic conditions. 
Following a downturn in 1981 

and 1982, residential construc-
tion picked up momentum in 
1983 and maintained its vigor 
in 1984. In the past two years 
the residential sectors overall 
strength has not been shared 
by condominium construction 
and sales, a great deal of which 
was speculative, targeted to 
wealthy Latin Americans. The 
stronger dollar and exchange 
controls imposed in the wake 
of the Latin American debt crisis 
weakened demand for luxury 
condos, particularly in south 
Florida The reduced likelihood 
of price appreciation has dis-
couraged domestic second home 
buyers—so important in Florida 
condo markets—leaving a glut 
of unsold condos. Nonresiden-
tial construction has been aimed 
primarily at the state's growing 
trade and service sectors, so 
retail stores, warehouses, and 
office buildings have dominated. 

Machinery Manufacturing Stim-
ulates Growth. Manufacturing 
in Florida has become split 
among three types of industries: 
slov^growing or declining pri-
mary product industries; rapidly 
growing newer industries pro-
ducing electronic products and 
other machinery; and, building 
supply industries, which mirror 
changes in construction activity. 

Employment in food, chemi-
cal, and paper industries has 
fallen or posted little growth 
over the past 10 years. Demand 
for products of these industries 
has grown slowly, and out-of-
state competition, often inter-
national, has taken its toll (Table 
3). While these three industries 
accounted for 3.2 percent of 
the state's nonfarm employ-
ment in 1975, their share had 
fallen to 2.2 percent by 1984. 

Employment in the machinery 
industry, a relative newcomer 
to the state's basic economic 
structure, has grown rapidly in 
recent years, primarily on the 
strength of defense contracts. 
Between 1975 and 1985, ma-
chinery employment increased 
some 110 percent to 120,000. 
Transportation equipment em-
ployment also was boosted by 
expanding space vehicle pro-
duction. These two industries 
account for some 3.9 percent 
of Florida's nonfarm employ-
ment Of the state's ten largest 
manufacturing employers, only 
two are not primarily producers 
of electronic or high-tech prod-
ucts, a major change from just a 
few years ago when the food, 
chemicals, and forest industries 
dominated production. Defense 
spending is vital to the growth 
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of these industries; however, 
they are not immune to market 
problems that affect their com-
petitiveness. 

Lumber and wood products 
and stone, clay, and glass in-
dustries produce primarily for 
construction. Employment has 
grown erratically over the past 
decade, closely following state 
and national construction trends 
(Chart 2). They are not, how-
ever, as important to the state, 
absolutely or relatively, as con-
struction itself. Together they 
account for a somewhat smaller 
part of state employment (1.2 
percent) than national employ 
ment (1.3 percent) in the same 
industries. 

Agriculture is a Mainstay. 
Though not growing rapidly, the 
state's roughly 40,000 farms rep-
resent an important industry. 

Employing more than 100,000 
at peak season, Florida agricul-
ture earns over $4 billion each 
year, spending over three quar-
ters of that on labor, equipment 
and supplies. The important cit-
rus industry involves approxi-
mately 9,500 citrus farms em-
ploying nearly 45,000 workers 
and producing a crop worth in 
excess of $1 billion annually. 
Additional thousands of state 
residents are employed in re-
lated industries, primarily food 
processing. 

Freezes in four of the past 
five seasons have inflicted heavy 
damage on the citrus industry. 
While the freeze of the 1983 to 
1984 season primarily affected 
north central Florida, the next 
season's cold extended to much 
more of the state. Because that 
freeze had less to d a m a g e -

previous blasts had already dam-
aged many of the most vul-
nerable groves—-Florida author-
ities estimate its cost to the 
state's economy at less than 
$500 million. By contrast, dam-
age for the 1983 to 1984 season 
was estimated at $2 billion. 

Since Florida's vegetable in-
dustry also earns most of its 
$900 mil l ion revenue in the 
winter months, i t too, is suscep-
tible to freeze damage, although 
of a much less permanent nature 
than the citrus industry. Crops 
heavily damaged by cold tem-
peratures can be replanted 
quickly and a new crop har-
vested in 8 to 12 weeks. 

Migration, construction and 
related industries, and tourism 
tie Florida closely to national 
business cycles, accounting for 
much of the state economy's 
growth and most of its cyclical 
behavior; the state is stabilized, 
if not pushed, by the food pro-
cessing industry. Recently, a 
rapidly growing machinery in-
dustry has given Florida an ad-
ditional impetus for growth. 

Florida's Economy in 1985 

Population Income and Tour-
ism. Growth of the state's labor 
force last year indicates that 
migration cont inued strong. 
From December 1984 to De-
cember 1985, the labor force 
grew 104,400 or 2 percent com-
pared with 1.5 percent for the 
nation. Remembering that mi-
gration of men and women who 
are not in the labor force is also 
significant to Florida, we can 
conclude that the state's ex-
ternally generated population 
growth was again substantial. 
Personal income in Florida also 
grew rapidly in 1985. Income 
gains of 8.2 percent lagged 
1984's gain of 11.8 percent 

Chart 2. Florida's Employment in 
Construction and Related Industries 

T h o u s a n d s T h o u s a n d s 

Source: U.S. Department of Labor, Bureau of Labor Statistics 
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but were still 1.2 times that of 
the nation. 

On the whole, 1985 was a 
good year for tourism. Air travel 
to the state continued the up-
ward trend begun in 1982, albeit 
at a more modest pace. Unlike 
1984, when almost every air-
port in the state handled a higher 
volume of passengers, most of 
last year's growth was concen-
trated in the larger centers-
Miami, Jacksonville, Orlando, 
and Fort Lauderdale. Miami's 
air traffic, which showed virtu-
ally no change in 1984, regis-
tered a modest gain last year. 
The state's smaller commercial 
airports actually reported fewer 
passengers than in the corre-
sponding period of 1984. Dis-
count air fares on heavily trav-
eled routes probably account 
for some of this shift in favor of 
the larger airports. 

In contrast, auto travel actu-
ally may have declined, as 5 
percent fewer visitors registered 
at the state's welcome centers 
through October. A Florida De-
partment of Commerce survey 
also indicates that the number 
of auto visitors in the first half, 
although up from 1984, grew 
more slowly than air travelers. 
This pattern of rising air travel 
and declining or moderately 
growing auto travel growth was 
widespread in the Southeast, 
again probably reflecting the 
effect of discounted fares. 

The shift from auto to air 
travel did not adversely affect 
Florida's hotel and motel busi-
ness, as lodgings enjoyed an 
improved year. Tax receipts rose 
7 percent through August and, 
in contrast to the situation na-
tionwide and in much of the 
Southeast, occupancy levels ac-
tually strengthened in most of 
the state's major markets. How-
ever, overbuilding has depressed 
occupancy levels in Orlando 

and Palm Beach. The strong 
showing by most hotels is largely 
attr ibutable to healthy busi-
ness and convention travel to 
the state. Occupancy also im-
proved because some older in-
dependent properties went out 
of business. Campground oc-
cupancy continues to be f lat a 
trend apparent during the last 
few years.2 Although retirees 
and winter campers have in-
creased, family campers who 
visit during the summer season 
have yet to return to Florida in 
the numbers of the early 1980s. 

"Responding to 
Florida's rapidly 
increasing population 
and income, the state's 
nonmanufacturing 
sectors proved catalysts 
for economic growth 
in 1985." 

Performance of Florida's tour-
ist attractions was mixed. Na-
tional parks reported substan-
tial increases, but state park 
daytime visitations decl ined 
sharply on a year-over-year basis 
through the first three quarters. 
The number of overnight visitors 
at state parks rose only moder-
ately. State parks may be more 
oriented to camping and thus 
more susceptible to the vagaries 
of weather, which proved fairly 
rainy during much of the sum-
mer. Private attractions generally 
reported a higher volume of 
business in 1985, although many 
smaller ones eked out only mar-
ginal attendance gains at best 
The cruise industry, which has 
expanded beyond Miami and 
Port Everglades to ports such as 

Tampa and Canaveral, also did 
well in 1985. 

Construction Slows. Construc-
tion activity leveled off in Florida 
last year, but this is not surprising 
after 1984's boom. Year-over-
year growth in construction 
employment, which reached 
more than 15 percent in 1984, 
declined in the first 6 months 
of 1985 to 0.7 percent by year-
end. Florida builders were sad-
dled with unsold luxury housing 
throughout the state. Further 
exacerbating industry problems, 
the second-home investment 
climate was depressed because 
many foreclosed houses were 
available. Uncertainties over 
tax reform measures also kept 
second-home buyers out of the 
market Medium-priced homes, 
on the other hand, sold well in 
1985, especially those located 
near major employers such as 
the large defense contractors 
on the state's "Space Coast" 
The number of multifamily res-
idential units issued permits 
declined by 3.2 percent during 
1985, compared with a 14.6 
percent gain in 1984. Single-
family permits rose by only 2.8 
in 1985, compared with a 4.8 
percent climb in 1984. 

Office construction in Florida 
maintained its frantic activity in 
1985, as available space in major 
cities expanded much faster 
than occupancy. Metropolitan 
vacancy rates are generally high-
er than national averages (20.3 
percent in Miami, 24.5 percent 
in Orlando, and 26.3 percent in 
Tampa versus 20.1 percent na-
tionwide) and have been increas-
ing steadily. In Miami, the va-
cancy rate was on the rise for 
eight quarters, increasing over 
nine percentage points; in Tam-
pa, vacancies have jumped 10 
percentage points since late 
1984. A stock of more than 
three years of office space is 
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believed to exist in both the 
Miami and Tampa markets. 

The overbuilding problem is 
most acute in Miami, where 
developers often have to dangle 
the bait of a year's free rent 
before potential tenants. Eco-
nomic problems in Latin Amer-
ica have detracted from Miami's 
appeal as a hub of business 
activity. Further, the perceived 
culture clash in the city is de-
terring in-migration. 

Nonmanufacturing Industries. 
Responding to Florida's rapidly 
increasing population and in-
come, the state's nonmanu-
facturing sectors proved cata-
lysts for economic growth in 
1985. Service sector employ-
ment posted a year-over-year 
gain of 7.1 percent through 
December (Table 4). This gain, 
though it trailed 1984's perfor-
mance, still was impressive. As 
one would expect in Florida's 
retiree and tourist-oriented econ-
omy, health, amusement and 
recreation services registered 
strongest growth. Business ser-
vices employment also grew 
rapidly. 

Trade growth slowed to about 
half of its 1984 rate but still 

outpaced the U.S. rate through 
December 1985. Employment 
cutbacks after rapid expansion 
of retail establishments in 1983 
and 1984 probably account for 
part of the slowdown. Restau-
rants, bars, and automotive deal-
erships, however, showed par-
ticularly strong gains. 

Government Florida ended 
its fiscal 1985 year with an $8 
million state budget surplus. 
Expenditures rose 9.1 percent in 
1985 while revenues increased 
by 7.8 percent The state's $96 
million surplus for 1984 was 
tr immed to $8 million in 1985 
largely because of sharp in-
creases in expenditures to ac-
commodate the state's fast pop-
ulation growth. Unl ike most 
states, Florida's revenues are 
tied heavily to the sales tax. 
Therefore, during the expansion 
phase of the business cycle, 
Florida is not in a position to 
take advantage of progressive 
income taxes on rising incomes. 
Government hiring in Florida 
remained strong in 1985, es-
pecially at the local level, re-
flecting demand for public ser-
vices. Local government em-
ployment grew by 8.5 percent 

in Florida in 1985 compared 
with 2.6 percent for the nation. 

Manufacturing. Most Florida 
manufacturing sectors grew slug-
gishly or not at all in 1985. Even 
the machinery sector, both elec-
tronic and mechanical, was af-
fected severely by foreign com-
petition and slack demand. Em-
ployment growth in the sector 
tapered off to practically noth-
ing toward the end of 1985, 
following 9.3 percent increases 
a year earlier. 

A slump in the semiconductor 
business and a leveling of de-
mand for high-tech products in 
general is partly to blame for 
the decelerating growth of elec-
tronic machinery employment. 
The semiconductor industry was 
plagued by waning demand for 
computers in 1985 following 
fast growth the previous year. 
The slump is the worst in the 
young industry's history. It re-
sulted from overcapacity, es-
pecially of commodi ty - type 
chips which face the strongest 
compet i t ion from Japan and 
Korea and induced severe price 
cutting by semiconductor com-
panies. 

Following two years of rapid 
employment growth, lumber 
and wood job growth slowed 
notably in 1985. The strong 
dollar curtailed export poten-
tial for softwood lumber while 
domest ic markets ref lected 
weakening demand as construc-
tion in Florida slowed. Southern 
pine lumber prices reached 
lows not experienced in years, 
primarily because of the influx 
of Canadian imports. According 
to industry sources, Canadian 
imports captured fully 58 per-
cent of the Florida market and 
over one-third of the total U.S. 
sof twood lumber market in 
1985. 

The nondurable sectors also 
registered weak employment 

Table 4. Changes in Nonmanufacturing Employment by Industry 
(Percent, year-over-year) 

December December 
Industry 1983-1984 1984-1985 

Nonmanufacturing 6.9 4.7 
Trade 6.0 2.6 
Services 8.8 7.1 
Finance, Insurance 

and Real Estate 6.5 5.6 
Government 3.1 7.2 
Construction 15.3 0.7 
Transportation and 

Public Utilities 4.2 2.1 

Source: Florida Department of Employment Security and U.S Department of Labor, 
Bureau of Labor Statistics 
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gains at best, falling below the 
slow growth of 1984. Limited 
demand for agricultural chem-
icals and chemicals used in oil 
exploration whitt led employ-
ment in the chemical sector, 
especially toward the end of 
the year. The dollar, though 
weakened in 1985, remained 
strong enough to force down 
the export volume for the state's 
paper industry, reducing profits, 
prices, and employment Over-
supply caused by excess capac-
ity and imports plagued the 
industry, yet there was a great 
deal of expansion and modern-
ization of Florida's paper mills 
as manufacturers attempted to 
improve their competitiveness 
in an expanding world market 
by increasing productivity. Large 
projects of this type include a 
$200 million investment in a 
Pensacola plant and $150 mil-
lion in a Panama City facility. 

The food processing industry, 
serving a domestic market grow-
ing by only 2 percent annually, 
also showed little improvement 

in 1985. Processing firms added 
only 1,000 workers from De-
cember 1984 to December 
1985 to their total of 52,900 
employees in the state (Table 5). 

Agriculture. Florida agricul-
ture, though plagued by severe 
weather and low prices, found 
some reason for encouragement 
Despite the bad weather, cit-
rus growers fared better than 
most other farmers as their $1.3 
billion 1984 to 1985 crop ex-
ceeded each of the two previ-
ous years by roughly 15 percent 
Growers, especially in south 
Florida, earned substantial prof-
its on last season's production. 
They improved both profits and 
revenues despite a 20 percent 
reduction in bearing acreage 
during the past three years. 

The shutdown of nurseries in 
the wake of an outbreak of 
citrus canker continued to cause 
losses to nursery operators and 
to delay the replanting of trees 
destroyed by freezing temper-
atures. This disease first ap-
peared in one nursery in August 

1984; it has since been found 
in 11 others. As a result author-
ities closed all citrus nurseries 
for a year and ordered approx-
imately 9 million young trees 
and seedlings destroyed. No 
canker has been found in com-
mercial groves. 

Lower prices are especially 
hard on growers who lost part 
of their crops and will see reve-
nue drop even further. Produc-
ers in the northern counties of 
the citrus belt whose groves 
have not recovered from previ-
ous severe damage are still earn-
ing little income. For example, 
Lake County, formerly the sec-
ond leading county in Florida 
orange production, experienced 
a 90 percent drop in bearing 
acreage over the past three years. 
In the 14 northernmost citrus-
producing counties, bearing 
acreage fell by over 100,000 
acres or 24 percent in that 
period. 

In January 1985, record low 
temperatures destroyed approx-
imately 90 percent of the state's 
squash and green beans, 80 
percent of the sweet corn and 
peppers, and 60 percent of the 
tomatoes. This freeze disrupted 
the typical planting p a t t e r n -
growers plant sequentially be-
ginning in August—prompt ing 
growers to replant in unison. 
Tomato growers were especially 
harmed by this, as the simul-
taneous replanting produced a 
concentrated harvest later in 
the spring that reduced prices 
and returns. Tomatoes in the 
Ruskin-Palmetto-Bradenton area, 
for instance, matured at the 
same time as the crop in north-
ern Florida 

While Florida growers whose 
vegetables survived the mid-
January 1985 freeze benefited 
briefly from sharply rising prices, 
substantial imports from Mexico 
quickly reduced prices of many 

Table 5. Changes in Manufacturing Employment by Industry 
(Percent year-over-year) 

December December 
Industry 1983-1984 1984-1985 

Manufacturing 5.9 1.8 
Durables 7.5 2.4 

Machinery 9.3 -0.2 
Transportation 

Equipment 4.6 5.7 
Lumber and Wood 

Products 9.4 2.6 
Fabricated Metals 1.8 -2 .6 
Stone, Clay & Glass 11.9 11.0 
Primary Metals 6.0 5.7 

Nondurables 3.7 1.0 
Printing & Publishing 10.2 2.9 
Food 2.2 1.9 
Apparel -2.7 3.0 
Chemicals 2.3 -5.6 
Paper 0.7 -2.6 

Source: Florida Department of Employment Security and U.S. Department ot Labor, 
Bureau of Labor Statistics 
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vegetables to pre-freeze levels. 
Even with the severe freeze 
damage, domestic tomato pro-
duction in the first half of 1985 
actually rose 6 percent from 
the year before. A price index 
of fresh market vegetables main-
tained by the U.S. Department 
of Agriculture shows that prices 
nationally averaged less than in 
the winter of 1984 and by mid-
spring were at their lowest point 
since 1980. 

Although sugar earns only 7 
percent of the state's farm reve-
nue, the roughly $300 million is 
important in the four counties 
where it is concentrated—in 
Palm Beach, Martin, Hendry, 
and Glades counties. Since they 
enjoyed a slightly better yield, 
more harvested acreage, and 
price supports, farmers should 
have earned profits in 1985, 
but apparently less than in 1984. 
Bountiful world supply placed 
downward pressure on sugar 
prices, and large quantities of 
sugar were "sold" to the govern-
ment at the support price. 

Florida's cattle industry earns 
over $300 million in a typical 
year, but 1985 was not such a 
year. Generally, Florida cattle 
producers found it unfavorable, 
as drought and high tempera-
tures last spring damaged pas-
tures in much of the state while 
prices remained low. Lower vol-
umes of beef marketed during 
the year and virtually unchanged 
prices left estimated revenue 
at less than two-thirds of the 
norm. 

Trade Slump Continues. Flori-
da's three major ports—Miami, 
Jacksonville, and Tampa—con-
t inued to feel after-effects of 
the strong dollar and Latin Ameri-
can economic problems Growth 
in international trade slowed in 
1985 after reaching peaks in 
late 1984. Both imports and 

exports rose more slowly, but 
exports were particularly weak. 

Latin American trade account-
ed for half of Miami's exports in 
1980 but its share had fallen to 
roughly two-fifths by 1985. Dur-
ing that t ime Brazil, Argentina 
and the Caribbean area became 
more important as trading part-
ners, while Venezuela and Col-
ombia reduced their share of 
trade. The Port of Miami is the 
only one in the Southeast where 
export volume typically is greater 
than impor ts—a phenomenon 
attributable to the city's Latin 
American connection. Persist-
ing difficulties wi th high debt 
levels and low prices for primary 
products such as oil have pro-
longed austerity programs—usu-
ally including import restric-
t ions—in much of Latin America 
By late 1985, shipments through 
Miami district ports were up a 
modest 5 percent over year-
earlier levels—a sharp contrast 
to the 40 percent range in late 
1984. 

Trade through Tampa declined 
slightly in 1985 as demand for 
phosphate and its derivatives 
continued to fall. These pro-
ducts make up 90 percent of 
the port's export tonnage, and 
declines in this sector were not 
completely overcome by in-
creased import volume. Jack-
sonville trade, boosted by strong 
auto import gains, increased at 
double-digit rates from a year 
earlier. 

Florida's Outlook 
Florida's 1986 outlook will 

be influenced most by the per-
formance of the national econ-
omy, the reaction of markets to 
recent changes in the value of 
the dollar, a possible recovery 
in the computer industry, and 
the ability of commercial mar-
kets to absorb an oversupply of 

buildings. Moderate growth in 
the nat ion—as a majority of 
forecasters expect— is likely to 
spur demand for Florida-pro-
duced manufactured goods and 
to allow continued migration of 
retirees and domestic tourists 
to the state. Some stimulus to 
manufacturing and port activity 
should also be provided by the 
weakened dollar as foreign 
demand for Florida-produced 
goods and services (including 
tourist services) increases Over-
supplies of computer chips in 
the world market promise to 
abate somewhat, but oversup-
plies of most varieties of com-
mercial buildings in Florida 
markets promise to be difficult 
to overcome in 1986. More 
shakeouts may be necessary 
before either sector can stimu-
late growth in the state once 
again. 

Florida's magnetism for both 
retirees and job-seeking mi-
grants should remain fairly strong 
in 1986. Homes will be available 
for occupancy and infrastruc-
ture problems are minor. A 
moderately growing national 
economy and relatively low in-
terest rates should allow pro-
spective newcomers to sell their 
homes elsewhere, so high levels 
of Florida migration should con-
tinue. A somewhat larger pro-
portion of this year's migrants 
apparently will be unemployed 
jot>-seekers, although many new-
comers are likely to arrive with 
incomes and wealth. Conse-
quently, a major part of the 
state's strong base of growth 
seems secure. 

The outlook for tourism in 
1986 promises to be somewhat 
brighter. Declining oil prices 
are bringing down gas prices, 
thus stimulating driving vaca-
tions Unless national and for-
eign economic growth falters, 
consumers should have more 
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to spend on vacations. The effect 
of greater incomes on tourist 
spending could lag as consum-
ers adjust their household fi-
nances and savings, which were 
drawn down sharply in 1985. 
However, if consumer demand 
for durables deferred during 
two recessions has begun to 
reach a plateau, more discre-
tionary income should be avail-
able for travel. 

Another factor possibly even 
more important for Florida's 
economy is the substantial 
decline in the dollars value. By 
making foreign travel relatively 
more expensive and domestic 
vacations less so, the drop will 
foster more travel in this country 
by Americans and foreigners. 

The state's dependence on 
Canadian and Latin American 
tourists will dampen the dollar's 
impact to some extent Florida 
hosts almost four million foreign 
visitors, the largest number from 
Canada and Latin America Al-
though this represents only a 
fraction of the 30 million people 
who visit Florida each year, the 
economic effect of foreign trav-
el is disproportionately signifi-
cant Foreigners typically have 
more vacation time. They tend 
to treat a U.S. trip as a once-in-
a-lifetime event and they are 
less likely to stay with friends or 
relatives. Consequently foreign-
ers tend to stay longer and spend 
more than do most U.S. visitors3 

According to U.S. Commerce 
Department projections, Cana-
dian travel to the United States 
is likely to increase only mar-
ginally in 1986.4 This forecast 
reflects the fact that the Cana-
dian dollar has fallen relative to 
the U.S. dollar while most ex-
change rates were rising. How-
ever, travel by European and 
other overseas visitors to the 
United States, including those 

from the important Latin Amer'h 
can market is expected to grow 
substantially—perhaps 10 per-
cent or more compared with an 
estimated 4 percent growth rate 
in 1985. Florida would benefit 
most by increased travel from 
Latin American countries since 
it is the primary destination of 
many of these travelers. 

Another development of sig-
nificance to Florida is the sharp 
discounting of fares by national 
airlines in several Latin coun-
tries in late 1985. These dis-
counts, which apply for an ex-
tended future period, should 

"Overall, the outlook 
for foreign travel to 
Florida in 7986 seems 
to be for steady,; 
gradual improvement" 

also bring more Latin tourists to 
Florida since international routes 
have experienced far less price 
competition in recent years than 
U.S. domestic routes. Overall, 
the outlook for foreign travel to 
Florida in 1986 seems to be for 
steady, gradual improvement 
but certainly no return to the 
peak of the early 1980s. 

Mild strength in single-family 
construction is unlikely to over-
come weakness in multifamily 
residential, condominium, and 
commercial construct ion in 
1986. An abundance of avail-
able space will have to be filled 
and 1985's declines in contracts 
and employment growth indi-
cate that the process has begun. 
Construction sector employ-
ment also seems likely to shrink. 

Mortgage rate declines in late 
1985 should provide some 
strength for single-family hous-
ing demand. If moderate in-
come and employment growth 

seen during most of 1985 con-
tinue into 1986, as seems likely, 
the expansion of single-family 
detached housing construction 
and sales will probably maintain 
the pace set in 1985. In-migra-
tion remains strong, but infor-
mal evidence suggests the com-
position of this f low is shifting 
toward a higher proportion of 
unemployed job seekers than 
previously—a finding not unique 
to Florida Because of this, the 
new additions will have a less 
immediate positive impact on 
home sales. Single-family home 
sales and construction will likely 
surpass 1985 levels by smaller 
margins than 1985 exceeded 
1984. In the Miami area bur-
dened with excessive inventor-
ies of houses, condominiums, 
and apartments, market soft-
ness should persist this year. 

Florida multifamily residen-
tial construction may well de-
cline sharply in 1986 as several 
factors discourage new projects. 
These include the likely end of 
tax-exempt housing revenue 
bonds, the expected negative 
impact of congressional tax re-
form proposals on multifamily 
housing investment an accel-
eration of multifamily construc-
tion into 1985 to avoid tax re-
form changes, and high vacancy 
rates and slow rental absorption 
in many Florida cities. The issu-
ance of multifamily permits has 
been weak statewide, though 
activity in Jacksonville and Mi-
ami has been somewhat better. 
Last year's construction activity 
in Miami seems likely to add to 
an excessive supply of apart-
ments that carried over from 
1984. 

The Florida condomin ium 
market is well past its peak and 
seems destined for a harsh re-
cession. More than 29,250 corv 
dominium units in south Florida 
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have never been sold; an esti-
mated 15,000 more were bought 
by speculators and remain emp-
ty. A recovery in condominium 
construction will not occur in 
1986. 

Florida continues to possess 
many features that attract in-
vestment in nonresidential struc-
tures; the state's pro jected 
growth in population and white 
collar service employment pro-
vides a lure for office and retail 
developers. However, high of-
fice vacancy rates seem likely 
to dampen developers' enthu-
siasm for this important market 
segment in 1986. In major mar-
kets, new buildings will face 
compet i t ion from an above-
average number of vacant of-
fices. Retail space also seems 
to be approaching saturation in 
some areas and slower growth 
in both office and retail addi-
tions is likely to inhibit con-
struction employment growth. 
Industrial and warehouse space 
appears to be in short supply in 
areas other than Miami, how-
ever, so this small nonresiden-
tial sector should burgeon in 
the rest of the state. 

The 1986 manufacturing out-
look offers pluses in defense-
related machinery industries 
and stability in food processing 
Questionable industries include 
transporation equipment, lum-
ber, and stone, clay, and glass. 

Florida's food processing in-
dustry, a stabilizing influence 
on the state's economy, should 
remain so in the new year. Em-
ployment in the sector has re-
mained flat over the last two 
years with little growth or con-
traction. Usually, imports can 
be processed in place of do-
mestic crop shortfalls. Florida's 
tax on processed orange juice, 
however, is prompting foreign 
producers to look to northern 

non-Florida processors to han-
dle their products in some cases; 
therefore, further growth in the 
sector hinges more on domestic 
production prospects than in 
the past 

The paper and forest products 
industry has been bedeviled by 
imports and by excess capacity 
that has created an oversupply, 
which has held down prices. 
Rising productivity and the fal-
ling value of the dollar will help 
the industry this year by increas-
ing efficiency and encouraging 
exports. Further growth in the 
use of automated office equip-
ment will increase paper usage. 

"The Florida 
condominium market 
is well past its peak 
and seems destined 
for a harsh recessioni." 
On the minus side, excess lum-
ber capacity in Canada will con-
tinue to hurt the U.S. market 
Canadian imports are keeping 
prices below break-even levels 
for many lumber producers, a 
condit ion likely to persist in the 
foreseeable future, according 
to industry spokespersons. Slower 
construction growth in 1986 
also is likely to dampen lumber 
demand. 

Defense authorizations may 
slow over the next few years 
but actual expenditures wi l l 
continue climbing because of 
the usual t ime lag before au-
thorized monies are spent Large 
Florida defense-electronics firms 
such as Martin Marietta Corpora-
tion will benefit from contracts 
on the Strategic Defense Initia-
tive program. Current defense 
contracts and new contract 
awards should at least sustain 
employment in this sector in 
1986. 

Officials have not yet deter-
mined how long the Space Shut-
tle program will be delayed be-
cause of the loss of Challenger 
and its crew. Some estimate 
about one year. Any delay or 
cutback in the space program 
will affect Florida's Space Coast 
adversely. About 16,000 peo-
ple in Brevard County alone are 
employed by either NASA or 
the companies that contract to 
east Florida's space center. Job 
losses by these workers would 
multiply the effects on the local 
economy, as diminished com-
pany payrolls would mean less 
local consumer spending. Tour-
ism would surely feel the effects 
of a delay in the shuttle program 
as many tourists are attracted 
to the Space Coast to witness 
launches. Before the January 
disaster disrupted scheduling, 
the shuttle program had called 
for more than a launch a month 
in 1986. 

Florida's state budget office 
expects revenues to grow by 
9.2 percent from 1985 and ex-
penditures to grow by 7.8 per-
cent Surplus for the year should 
equal about $4 million. 

Despite falling citrus acreage 
and increasing import compe-
tition, the total value of Florida's 
citrus crop has risen over the 
last few years. The orange crop 
for the 1985 to 1986 season is 
expected to be one-fourth larger 
than that of the previous season 
as groves begin to recover from 
last year's damaging freeze. Even 
though both Brazilian imports 
and domestic production will 
rise in the new year, demand 
for orange juice and a tariff on 
Brazilian juice ensure a profit-
able year, barring yet another 
freeze. 

On the other hand, vegetable 
and cattle producers have less 
cause for optimism. Florida veg-
etable growers most likely will 
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see lower profit margins in 1986 
as a result of substantial impor-
tation of Mexican crops Despite 
sizable depreciat ion of the 
Mexican currency against the 
U.S. dollar in 1985, the poten-
tial exists for a further decline 
in the peso's value. This sug-
gests that imports from Mexico 
will be price-competitive. The 
state's cattle industry had a bad 
year in 1985 due to low prices 
and drought that damaged pas-
tures. Although prices may rise 
somewhat because of reduced 
production, the out look for 
1986 is little brighter for Flor-
ida's cattle producers. The sugar 
industry's prosperity in 1986, 
and for the indefinite future, is 
almost entirely dependent on a 
strong farm program and import 
quotas. 

Imports and exports from Flor-
ida harbors will be significantly 
affected in 1986 by past move-
ments in the foreign exchange 

value of the dollar. With 1985's 
declines, European goods and 
services have become less com-
petitive relative to goods and 
services produced in the United 
States. Latin American currencies 
have not appreciated against 
the dollar as much as European 
currencies. Thus some imports 
from south of the border will 
become more competit ive in 
relation to imports from Europe; 
shoes are a good example. As a 
result, imports from Latin Amer-
ica will tend to displace imports 
from European countries, and 
Florida as the U.S. gateway to 
Latin America, will be in a posi-
tion to increase its trade volume 
in 1986. 

Miami should be the primary 
beneficiary of increasing Latin 

American imports. Tampa and 
Jacksonville, on the other hand, 
face problems. Unless an un-
expected rebound in phosphate-
based fertilizers occurs, trade 
growth in Tampa is likely to be 
sluggish. Jacksonville may well 
suffer from slowing automobile 
imports if the weaker dollar 
induces foreign producers to 
raise their prices. 

To summarize, job growth in 
trade and service industries, so 
important to the Florida econo-
my, is likely to lead the state in 
another year of above-national 
performance. The state's pro-
jected performance will not be 
gained without some struggle, 
however. Soft demand promises 
to plague important manufac-
turing sectors despite the weak-
ened value of the dollar. Con-
struction declines are likely. Given 
the conflicting factors, Florida's 
economy will be similar to that 
of last year. 

NOTES 

'U.S Travel Data Center, The Economic Impact ol Travel on State 
Economies (Washington, D.C., 1985), Tables 9, 12, and 13. 

2Florida Campgrounds Association, telephone interview, January, 1986. 
3U.S Department of Commerce, U.S. Travel and Tourism Administration, 

Summary and Analysis ot Travel to the United States (1983), Table G-2, 
and Barry E Pittegoff, Florida Department of Commerce, Division of 
Tourism, "Foreign Travel to the Southeast" presented at the Federal 

Reserve Bank of Atlanta Conference "The Southeast in a Global 
Economy," Atlanta Georgia November 14-15, 1985. 

"Don Vinegar, U.S. Department of Commerce, U.S. Travel and Tourism 
Administration, "International Travel to and from the United States: 
1986 Outlook," presented at the 1986 Travel Outlook Forum, New 
Orleans, Louisiana September 20, 1985. 

A Lecture Featuring 

JAMES TOBIN 

NOBEL LAUREATE 
IN ECONOMICS 

T. Charles Erickson photo 

The Federal Reserve Bank of At-
lanta is pleased to announce a 
lecture by James Tobin. Mr. 
Tobin, Yale University's Sterling 
Professor of Economics, was 
awarded the Nobel prize in eco-
nomics in 1981 for his theories on 
portfolio diversification, invest-
ment, and money and inflation in 
growth models, as well as his 
many other contributions. Join 
us May 14 th at the Academy of 
Medicine Building on 875 West 
Peachtree Street, N.W. The lec-
ture is offered free of charge by 
the Federal Reserve Bank of At-
lanta; for more information call 
(404) 521-8764. 
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