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Since its introduction almost four years ago, 
the concept of "two Georgias" has stirred con-
troversy among those who analyze and plan for 
the economy(ies) of the state. Using measures of 
economic well-being, one can find a clear, long-
standing gap between Atlanta and the rest of 
the state. Whether that gap has widened in 
recent years, however, is difficult to determine. 

A more elaborate and interesting form of the 
two-Georgias concept, which was originated by 
Professor Charles F. Floyd, deals with changes in 
economic welfare over time rather than with 
current levels. Some analysts, led by Floyd 
(1985, 1986) and supported by the Southern 
Growth Policies Board's (1985) general con-
clusions about the entire region, contend that 
various factors have permanently disrupted the 
closing of the economic gap between the Atlanta 
area and the rest of the state. According to their 
argument, Atlanta, which already accounts for 42 
percent of the state's population and 49 percent 
of its income, is advancing faster than the rest of 
Georgia. It will continue to do so unless the 
state's governments fashion new policies to 
generate economic development in its smaller 
metropolitan and rural areas. Others, including 
Albert W. Niemi (1986) and James A. Pihera (1986), 
while not opposing policies aimed at economic 
growth outside Atlanta, are more optimistic. 
They maintain that most parts of Georgia's 
economy have expanded more rapidly than the 
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economies of neighboring states and the nation 
in recent years. Furthermore, regarding the 
state's economy as an integrated whole, they 
see forces at work to bring economic improve-
ments to both Atlanta and the remainder of 
the state. 

Few would argue that the state functions as 
two or more economies. Of course, Georgia's 
various areas are joined through markets for 
output and input; its people move freely among 
parts of the state as travelers and as residents; 
and Georgians pay taxes to the same govern-
ment and benefit from its spending and other 
policies. Despite the close links in the state's 
economy, differences exist in economic struc-
ture and welfare, and these are the focus of the 
two Georgias concept. 

Some major issues emerge from disagree-
ments about the two Georgias. Does the gap 
really exist, and does it merit public concern? 
Has non-Atlanta performance actually slacked 
off in recent years to the extent that the area is 
falling further behind the capital? Have the pro-
cesses that once narrowed the Atlanta/rest-of-
Georgia income gap been permanently reversed 
in this decade? Finally, can the Atlanta/rest-of-
Georgia gap be reduced through government 
policies that are both workable and desir-
able? 

The Existence of Two Georgias 

Owing to slippery definitions of economic 
welfare and geographic boundaries, published 
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The concept of " t w o Georgias," originated a few years ago, delineates the economic disparities between Atlanta 
and the rest of the state. The authors probe the nature of this dichotomy and discuss public policies which will 
help to expand high-skill, high-wage industries in rural Georgia and bring levels of economic well-being in 
the two Georgias closer together. 

statistics on inter-area differences in economic 
well-being seldom can be taken at face value. 
No single measure serves as a successful proxy 
for economic welfare. One might use per capita 
personal income as a rough index if prices, 
taxes, and public and private amenities were 
the same across places. Not only are these 
characteristics not identical, but individual 
tastes also must be factored in. To some, Atlanta 
may represent the best of Georgia, to others the 
worst. While one person may enjoy a steady diet 
of rolling green fields, long-time neighbors, 
familiarsurroundings, and small town proximity, 
another may prefer tall buildings and big-city 
excitement. Indeed, Eugene P. Odum (1986) 
argues for maintaining two Georgias in order to 
preserve diverse life-style opportunities. 

In this essay, our approach to problems of 
determining economic welfare differences has 
been to examine a group of quantitative indi-
cators. Despite its shortcomings, personal in-
come is central to this group because it does 
give an estimate of the value of goods and ser-
vices an area's residents can purchase and con-
sume. Were cost of living indexes available for 
small geographic entities, we would like to 
deflate personal income to account for price dif-
ferences in such things as groceries and hous-
ing. Unfortunately, these measures are not 
available even on a current, much less a histori-
cal basis. Lacking real income measures, we 
supplement per capita personal income with 
other indicators of welfare: the unemployment 
rate, availability of medical services and educa-
tion, and amount of incomecomposed of gov-

ernment transfer payments. Even with these 
gauges, no clear welfare distinctions can be dis-
cerned between areas where differences in 
measures are small. Large differences, however, 
indicate real gaps of the kind that bother 
policymakers. 

When looking at changes in measures of 
welfare that develop over time, one is faced with 
the problem of using consistent and relevant 
definitions for the political subdivisions or met-
ropolitan areas being examined. This defini-
tional consideration is significant. Over the 
period since the mid-1960s, the U.S. Depart-
ment of Commerce twice eased its criteria for a 
"metropolitan area," such that, by definition, 
metropolitan Atlanta encompassed a greater 
number of counties. Wishing to exclude these 
changes in definition from our consideration, we 
focus on postwar growth by consistently using 
the current 18-county definition of metropolitan 
Atlanta. 

There is ample evidence of gaps in measures 
of economic welfare between Atlanta and the 
remainder of the state considered as a unit (see 
Table 1). As of 1984, the last year for which data 
by county are available, the Atlanta area's per 
capita personal income was almost 40 percent 
higher; two years later, its unemployment rate 
stood at about three-quarters that for the rest of 
the state, though both fell below the national 
rate. Over the past five years, in fact, the Atlanta 
area's unemployment rate has averaged 1.3 per-
centage points lower than the rest of the state's. 
Data indicative of health care availability, ed-
ucation, and dependence on government trans-
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Table 1. 
Measures of Economic Welfare 

Atlanta 
Rest of 

Georgia 

Per capita personal income (1984) 13,848 9,964 
Unemployment rate (1986) 4.6 5.9 
Percentage of high school graduates (1980) 66.7 48.5 
Percentage of college graduates (1980) 20.2 9.6 
Physicians per 100,000 residents (1982) 184 115 
Transfer payments ($000) per capita (1983) 1.24 1.52 

Source: Computed by the Federal Reserve Bank of Atlanta from data supplied by U.S. Department of Commerce, Bureau of Economic 
Analysis (income data); Georgia Department of Labor (unemployment); U.S. Department of Commerce, Bureau of the Cen-
sus (education and transfer payments); American Medical Association (physicians). 

fer payments also show a significant welfare gap 
in Atlanta's favor. 

To an extent, as N iemi (1986) and Pihera (1986) 
point out, lumping a diverse set of sub-areas 
into only two Georgias hides a far more complex 
state economy. Nonetheless, evidence of the 
Atlanta/rest-of-Georgia gap remains even when 
one looks at yet smaller areas of the state. Per 
capita income, which varies a great deal within 
Georgia, is a strong token both of the state's 
economic complexity and of the gap's reality. 
Exclusive of the Atlanta metropolitan area, per 
capita income in the county with the lowest level 
was merely 55 percent of the county with the 
highest level in 1984. Yet the only 5 counties in 
all of Georgia with per capita incomes above the 
nation's lie within Atlanta's boundaries, as do 10 
of the 14 counties whose per capita incomes sur-
pass the state's average. Thus, 10 of the Atlanta 
area's 18 counties have per capita incomes 
above the state average, while only 4 of the 
state's remaining 141 counties do. Moreover, 
only one Atlanta-area county has per capita 
income below the state's median per capita 
income county. Similar disparities appear when 
unemployment rates and other indicators of 
welfare are analyzed for finer geographic divi-
sions. 

The gaps also emerge when the rest of the 
state is divided into metropolitan and non-
metropolitan areas. Seven metropolitan statis-
tical areas other than Atlanta are located wholly 
or partly in Georgia. Although per capita incomes 
in these other metropolitan areas average 20 
percent above the non-metropolitan areas, 
none boasts per capita income even equal to 

the state average (see Table 2). In addition, the 
1986 unemployment rate for each exceed the 
Atlanta area's. The latter's percentage of high 
school graduates is above both that of other 
metropolitan areas and of non-metropolitan 
Georgia; only Athens, a college town, claims a 
higher percentage of college graduates than the 
Atlanta area; and, as for doctors per 100,000 
population, Atlanta takes second place only to 
Augusta, the site of the Medical College of 
Georgia. In each of the other seven met-
ropolitan areas and in non-metropolitan Geor-
gia, per capita transfer payments are higher. 

The sizable gaps evidenced above are suffi-
cient to show, if not two Georgias, at least 
marked differences in overall welfare between 
the Atlanta area and much of the rest of the 
state. Clearly, the concept of two Georgias does 
have validity; however, this conclusion is a 
beginning for analysis rather than an end. 

Do the Gaps Matter? 

The income gaps between Atlanta and the 
rest of the state concern many Georgians be-
cause, although the state is a single political 
entity, residents in one of its areas may enjoy 
considerably better economic health than those 
who live elsewhere in Georgia. A populace 
generally is rightly concerned when one of its 
segments suffers substantially lower incomes, 
more unemployment, less access to health care 
and education, and greater dependence on 
cyclical industry and government, whether the 
disadvantaged group is defined by place of resi-
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dence, race, age, or other characteristics. At 
least some attention should be given to analyz-
ing policies that might help to diminish such 
gaps in Georgia. 

Still, lessening the welfare gaps does not 
necessarily mean making the rest of Georgia 
resemble its capital. Atlanta's traffic, tension, 
and crime distress both its residents and those 
of other parts of the state. Further, as Odum 
(1986) argues, the state surely needs the life 
support system which the rest of the state 
provides—open areas for agriculture, water-
sheds, and airsheds, its forests, and the diverse 
ways of living offered outside the capital. 

Many Georgians who live outside Atlanta, as 
well as their political representatives, demon-
strate a strong determination to reside where 
they are while attacking their economic prob-
lems. They reject the simple alternative of mov-
ing away from their problems and toward growing 
job opportunities in Atlanta and other places. 
This desire to bring solutions to their places of 
residence may be evidence of several phe-
nomena that are not mutually exclusive. Aside 
from preferences for small town or country liv-
ing, dislocation from home, family, and friends 
may be inhibiting factors. A further deterrent 
may be uncertain prospects of finding a job in 
more prosperous places where skills and expe-
rience developed in farming and traditional 
manufacturing may not be very marketable. 
Whatever the motivation, many Georgians clearly 
would prefer that economic problems be ap-
proached in a way that considers the broad 
development of the state's economy. 

Both interests in general prosperity and in 
specific economic deficiencies have led to a 
variety of recommendations for fostering eco-
nomic development in the rest of Georgia. 
These proposals bring up two related sets of 
questions: First, a basic conclusion of economic 
theory is that prices, wages, and incomes will 
tend to converge if there are interspatial dif-
ferences and mobile resources. This thinking is 
based on assumptions that buyers will seek 
lower prices and producers lower wage costs for 
the same goods and labor skills, whereas labor 
and resources will seek higher wages and returns. 
These activities raise demand for the lower-
priced goods and labor, simultaneously reduc-
ing demand for their more costly counterparts, 
thus leading to convergence of prices and 
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Table 2. 
Per Capita Personal Income and 

Unemployment Rate Comparisons 

Per Capita Unemployment 
Personal Income Rate 

(1984) (1986) 

Georgia 11,548 5.9 
Atlanta 13,848 4.6 
Albany 10,050 10.9 
Athens 10,851 5.1 
Augusta 11,103 5.8 
Chattanooga 10,783 6.3 
Columbus 10,155 7.6 
Macon 11,014 6.0 
Savannah 11,415 6.5 
Metropolitan Areas 12,552 5.2 
Non-Atlanta 
Metropolitan Areas 10,838 6.7 

Non-Metropolitan 
Areas 9,015 7.1 

Sources: Income data supplied by U.S. Department of Com-
merce, Bureau of Economic Analysis; unemployment 
rates supplied by Georgia Department of Labor. 

wages. Those who accept this conclusion would 
tend to assume that gaps between Atlanta and 
the rest of Georgia will shrink naturally over 
time. If this assumption is correct, then public 
policies and use of taxpayers' money to effect 
this closure may be considered unnecessary or 
at least less urgent. 

Regional analysts are certainly not unanimous 
in embracing this conclusion. Both Floyd (1985) 
and the Southern Growth Policies Board (1985) 
argue that growth of low-wage industries and 
the easy migration of displaced workers to 
urban areas with expanding job markets have 
fundamentally changed in the last decade. Pre-
viously, these were the two key forces that 1 ifted 
per capita income in the region's small towns 
and rural areas, thus narrowing income differ-
ences between the rural and urban South. The 
Southern Growth Policies Board's study con-
cludes that policies to promote new engines for 
economic development in the rural South are 
sorely needed. Much of the analysis in James O. 
Wheeler's (1986) work on Georgia employment 
implies the same necessity. 

Choosing among the policies recommended 
to close Georgia's welfare gaps—or rejecting all 
of them—requires further analysis of how the 
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Table 3. 
Georgia Growth Rates by Decade 

(compound annual rates) 

1950-60 1960-70 1970-80 

Per Capita Personal Income 

Atlanta 4.0 6.5 9.1 
Rest of Georgia 4.1 7.8 9.2 
Other Metro. Areas 3.1 7.1 9.0 
Non-Metro. Georgia 4.4 8.5 9.5 

Total Personal Income 

Atlanta 7.6 10.0 11.7 
Rest of Georgia 4.3 8.8 10.7 
Other Metro. Areas 5.3 8.6 10.3 
Non-Metro. Georgia 2.9 9.1 11.2 

Employment 

Atlanta — — 3.6 
Rest of Georgia — — 1.9 
Other Metro. Areas — — 1.6 
Non-Metro. Georgia — — 2.4 

Population 

Atlanta 3.5 3.3 2.4 
Rest of Georgia 0.2 1.0 1.4 
Other Metro. Areas 2.2 1.4 1.2 
Non-Metro. Georgia -1.4 0.5 1.5 

Source: Rates computed by the Federal Reserve Bank of Atlanta 
from U.S. Department of Commerce, Bureau of Eco-
nomic Analysis data. 

gaps have been shaped by economic forces 
over time. This investigation should yield some 
clues as to the basic causes of the divergences 
and may point to their future path. In reporting 
this exercise, we present a rough set of reasons 
for the gaps and their behavior along with some 
broad expectations about future changes. This 
analysis is fodder for brief analysis of policy 
options and needs. 

How Have the Gaps Changed? 

1950 to 1980. Although the income gaps be-
tween the Atlanta area and the rest of Georgia 
have existed for many years, they have not, by 
any means, remained constant. Year-to-year 
changes have been small, but in the post-World 
War 11 era the rest of the state has gained on 
Atlanta. In 1950 Atlanta's per capita income was 
about 1.63 times that of the rest of the state; by 
1980 the gap had dwindled to only 1.45 times. 
However, most of this shrinkage occurred in the 
1960s, when population increases slackened 

considerably in the rest of Georgia, as its resi-
dents migrated to other areas, including At-
lanta. 

In each decade, Atlanta's population, em-
ployment, and income grew at a markedly faster 
rate than they did in the state's remaining areas, 
either metropolitan or non-metropolitan (see 
Table 3). Almost all of the rest of Georgia's per 
capita gain accrued to the state's non-metro-
politan areas, chiefly due to productivity ad-
vances which prompted many farmers to leave 
their farms. From 30 percent of total employ-
ment in 1950, agriculture's share dropped to 
14 percent by 1960,7 percent by 1970, and 5 per-
cent by 1980. 

As agricultural employment waned during the 
postwar period, manufacturing emerged as the 
vital export-base industry for the state outside 
Atlanta (see charts, pp. 30-31). Production of 
nondurables like textiles, apparel, pulp, and 
paper continued to dominate the manufactur-
ing sector, accounting for more than two-thirds 
of its employment at the end of each decade. 
Manufacturers expanded or moved into those 
areas where displaced farmers, with few indus-
trial skills, provided a ready source of low-cost 
labor. While most new manufacturing indus-
tries tended to pay low wages, they typically 
produced higher incomes than did agriculture, 
or they allowed farmers to supplement their 
earnings with factory jobs, a practice still com-
mon in rural Georgia. Thus, even comparatively 
low-wage industries contributed to the relative 
income expansion in the rest of the state. 
Moreover, service sector employment grew 
smartly in the rest of Georgia during this period, 
boosting incomes yet further. In this case, unlike 
Atlanta's, most of the services were performed 
only for customers within the local area. 

Other metropolitan areas, like Columbus and 
Augusta, gained per capita income relative to 
Atlanta only in the 1960s, when their population 
growth declined. In contrast to the non-metro-
politan areas, these other cities entered the 
postwar period with a manufacturing-dominated 
industrial base already in place. The state's 
traditional industries—textiles, paper, lumber, 
and food products—accounted for the major 
share of manufacturing employment gains over 
the period. Furthermore, at mid-century per 
capita incomes and other welfare measures for 
the non-Atlanta metropolitan areas were gen-
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Table 4. 
Recent Georgia Growth Rates 

(compound annual rates) 

1980-82 1982-84 

Per Capita Personal Income 

Atlanta 8.4 9.6 
Rest of Georgia 10.3 9.0 
Other Metro. Areas 9.1 8.3 
Non-Metro. Georgia 11.9 10.0 
Total Personal Income 

Atlanta 10.9 12.8 
Rest of Georgia 11.4 9.9 
Other Metro. Areas 10.1 9.0 
Non-Metro. Georgia 13.2 11.0 
Employment 

Atlanta 2.4 6.7 
Rest of Georgia 0.7 3.9 
Other Metro. Areas 0.4 3.0 
Non-Metro. Georgia 1.1 5.1 
Population 

Atlanta 2.2 2.9 
Rest of Georgia 1.0 0.8 
Other Metro. Areas 0.9 0.7 
Non-Metro. Georgia 1.1 0.9 

Source: Rates computed by the Federal Reserve Bank of Atlanta 
from U.S. Department of Commerce, Bureau of Eco-
nomic Analysis data. 

erally higher than those for non-metropolitan 
Georgia. Their per capita income growth, how-
ever, generally lagged behind that of non-
metropolitan Georgia between 1950 and 1980. 

Atlanta, of course, did not join the rest of the 
state in an agricultural revolution during the 
postwar era. Already in 1950 the Atlanta area 
showed its characteristics as a growing distribu-
tion center whose employment concentration in 
construction and in the broadly defined service 
sector, including transportation, communications 
and public utilities, financial services, and 
trade, far surpassed the rest of Georgia's. In the 
fifties and sixties the city's manufacturing sector 
also accounted for a greater share of employ-
ment than it has during the rest of the postwar 
period. Once concentrated in nOndurables much 
like the rest of the state, by the early 1960s 
Atlanta's manufacturing employment had shifted 
primarily into durables such as automobiles, 
airplanes, and electrical equipment. Production 
of these goods has accounted for the majority of 
Atlanta's manufacturing jobs through to the 
present. 

Since 1950, the same set of broadly defined 
service producing industries has been foremost 
in Atlanta's economy. The city's largest sector 
employment gain took place in the narrowly 
defined service sector, which covers a wide 
variety of service jobs that are not embraced by 
the transportation, communications, and public 
utilities; finance, insurance, and real estate; and 
trade categories. Some examples of narrowly 
defined service jobs are doctors and lawyers 
and their employees, barbers, hospitality and 
entertainment workers, teachers, photo devel-
opers, building cleaners, and hospital employees. 
Narrowly defined services doubled their employ-
ment share in Atlanta between 1950 and 1980, a 
period when the rest of Georgia also experienced 
sizable growth. In Atlanta's case, however, this 
expansion included sizable additions in ser-
vices such as accounting, consulting, and engi-
neering, which deal with customers outside of 
the local area. 

The 1980s. At the beginning of this decade 
one would have looked back at the rest of the 
state's prolonged but steady approach to Atlan-
ta's income levels. This record extended through 
the 1970s, when Atlanta outpaced the rest of the 
state in employment and personal income growth 
by less than in the previous two decades, and 

fell slightly behind in its rate of per capita 
income expansion. Indeed, the still-important 
farm economies of non-metropolitan Georgia 
were continuing to enjoy an agricultural income 
boom based on strong worldwide demand 
growth and weak output in other nations. Given 
this lengthy history and economists' built-in 
bias toward expecting convergence, in 1980 it 
was fairly easy to project that the slowclosing of 
the gap would persist. 

Following the changes in the gaps through the 
1980s gives a different picture, however. While 
the rest of Georgia may more or less have held 
its own in per capita income, its population, 
employment, and total income growth faltered 
as Atlanta's strode ahead. Through the mid-
1980s, Atlanta's population growth rate jumped 
to al most three times that of the rest of the state, 
from twice its rate in the 1970s (see Table 4). Its 
employment growth rate moved somewhat 
further ahead. Atlanta's margin increased as 
the decade progressed. In the 1982-84 period, 
personal and per capita personal income growth 
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Employment Structure 
Atlanta, 1950 

Trans. & Utilities 
10.6% 

Construction 

Government 
6.3% 

Other 
1.9% 

Employment Structure 
Atlanta, 1960 

Trans. & Utilities 
9.2% 

in Atlanta bounded ahead of the rest of the 
state after trailing in the 1980-82 period. These 
jumps occurred relative to both metropolitan 
and non-metropolitan areas. 

No quick, pronounced shift in economic 
structure can be called up to explain either 
Atlanta's breakout or the rest of the state's slow-
down. Although Georgia's employment com-
position changed during the 1970s, the process 
was similar in both areas and parallel to that of 
the 1950s and 1960s. Agriculture and non-
durables manufacturing remained important 

pursuits in non-metropolitan Georgia; manu-
facturing was king in the other metropolitan 
areas; and trade, services, transportation, and 
distribution continued to rule in Atlanta. 

The slowdown in the rest of the state can be 
traced to changes in demand for its major export 
products. Non-metropolitan areas and cities 
outside Atlanta were subject to somewhat dis-
tinct influences because their economic struc-
tures differ in ways that are significant for 
explaining and predicting developments in the 
state's economy. 

Employment Structure 
Non-Atlanta Georgia, 1950 

Employment Structure 
Non-Atlanta Georgia, 1960 

Trans. & Utilities 
4. 

Trans. & Utilities 
5.1% 

Agriculture 
12.4% 
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Employment Structure 
Atlanta, 1970 

Employment Structure 
Atlanta, 1980 

The agricultural relationship remains impor-
tant for the state's non-metropolitan areas. 
Even much of the nonagricultural employment 
in trade and services in these areas is linked 
with farming through providing inputs or selling 
consumer goods to farm or farm-dependent 
purchasers. As for nonagricultural employment, 
manufacturing of nondurables is significant. 
Thus, Georgia's non-metropolitan areas were 
doubly affected, both by world agricultural over-
production and the rising dollar in the early 
1980s. While the state's other metropolitan 

areas do not depend so heavily on agriculture, a 
relatively high proportion of their employment 
is in nondurables manufacturing. Consequently, 
these areas, too, suffered from the dollar's 
increasing value. 

By contrast, Atlanta has a high concentration 
of services. This factor has helped the capital 
city escape the two main cyclical problems of 
the 1980s. Its strengths for the entire postwar 
period-distribution, transportation, and ex-
portable services—have grown apace over this 
decade. 

Employment Structure 
Non-Atlanta Georgia, 1970 

Trans. & Utilities 
5.5% 

Trade 
17.5% 

Construction 
7.0% 

Agriculture 
„ 6.1% 

Other Government 
0.8% 5.7% 

Employment Structure 
Non-Atlanta Georgia, 1980 

Trans. & Utilities 
6.2% 

Nondurables 
19.4% 

Durables 
9.3% 

Construction 
6.4% 

Agriculture 
4.3% 

Government 
Other 5.8% 
0.9% 

Source: Computed by the Federal Reserve Bank of Atlanta from data supplied by the U.S. Department of Commerce, Bureau of the 
Census. 

Durables 
11.0% 

Services 
26.0% 

Trans. & Utilities 
9.9% 

Nondurables 

Agriculture 
0.7% 

6.1% 

Trade 
23.5% Construction 

6.4% 

Finance 
7.4% 

Other 
0.3% 

5.8% 
Other 
0.3% 

Trans. & Utilities 
10.7% 

Trade 
22.9% 

Finance 
7.7% 

Services 
28.3% 

Nondurables 
7.9% 

Durables 
8.9% 

Construction 
6.5% 

Agriculture 
0.9% 
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Will Convergence Resume? 

Some of the problems of recent years will cer-
tainly be transient. The dollar has been falling 
since early 1985, recently dropping through its 
lowest postwar level. This decline has been 
expected to reduce prices of American goods, 
thereby increasing demand for our exports and 
cutting our imports. In real, or inflation-adjusted, 
terms at least, the nation's balance of trade has 
turned and can be expected to continue to 
improve. In 1987, several of Georgia's manufac-
turing industries responded to the eroding 
dollar: textiles and apparel began to reverse a 
long period of employment decline, and the 
pulp and paper and lumber industries took on 
more workers. Long lags previously found in the 
impact of exchange rates on demand indicate 
that the dollar's fall will continue to have a posi-
tive effect on Georgia's economy for some time. 

Recent promising trends also indicate that 
the worst may be over for U.S. and Georgia 
agriculture. World supply and demand for farm 
products seem to be coming more into balance, 
and this country has adopted pol icies designed 
to stimulate real exports. Furthermore, land 
values show signs of stabilizing. 

Together, these developments will mitigate 
some of the problems facing Georgia's non-
Atlanta metropolitan areas and its non-met-
ropolitan areas. However, deeper structural 
changes in the economy interacting with the 
economic characteristics of those areas will 
further fuel some of the problems of the rest of 
the state. For example, no time soon is the world 
balance of agricultural supply and demand likely 
to be so favorable to rural Georgia as it was in 
the 1970s. Many countries that were lured into 
production of agricultural goods that compete 
with Georgia's have now become efficient, 
established producers. Additionally, integra-
tion of the world economy is putting pressure on 
many nations to abandon price and income sup-
ports for their farmers and allow or require them 
to compete in the world economy. 

In manufacturing, the rest of the state's con-
centration in low-wage industries probably will 
prove to be a drawback. Much of the newly 
developing nations' advantage in international 
trade is based on their relatively low wage rates. 
Consequently, such nations can best compete 

with those U.S. industries that also pay low 
wages. Since the rest of Georgia depends on 
such industries as a major part of its export 
base, the area is highly vulnerable. 

Furthermore, demand for many nondurable 
manufactured goods like clothes and food often 
does not increase at the same rate at which 
incomes expand. This consideration plays an 
important role in projections of slow growth in 
demand for many nondurables over the next 
decade, or longer. Weak demand growth for 
nondurables and productivity-increasing in-
vestment will translate into slow growth in those 
jobs that require less skill and pay lower wages. 
The U.S. Bureau of Labor Statistics, quoted by 
Martha Farnsworth Riche (1988), projects the 
nation's job growth by skill classes through 2000 
to be strong in higher wage and skill jobs, and 
weaker in lower wage and skill jobs in industry, 
agriculture, forestry, and fishing. For instance, 
these projections have jobs for managerial and 
professional workers, technicians, and sales 
and service workers growing at rates greater 
than 25 percent through 2000. )obs for opera-
tors, fabricators, and laborers, on the other 
hand, are projected to grow by 2.6 percent; even 
precision, craft, and repair workers' jobs are 
projected to grow at only 12 percent. 

The factors that militate against automatically 
renewed convergence between the economies 
of Atlanta and the rest of the state, especially its 
non-metropolitan areas, can be summarized as 
follows. (I) There are simply not enough farm 
workers who can shift to other pursuits and 
achieve substantial income gains. (2) Service 
employment is likely to grow faster and to be 
less cyclical than manufacturing. (3) Industries 
requiring high skills will expand more rapidly 
than those demanding low skills. (4) A truly 
international economy will require more flex-
ibility of both industries and workers so that 
they can react to changes in production pro-
cesses and demand from all over the world. 

On balance, Georgia outside the Atlanta area 
seems likely to find some gains from the falling 
dollar and stabilizing agriculture. On the other 
hand, the area's low-wage, slow demand-growth 
industries condemn it to fighting the develop-
ing world, where wages are even lower, for 
markets that are likely to grow only fractionally. 
Whether it resumes its slow closing of the gap 
with Atlanta is difficult to predict, but any 
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narrowing effected by expansion in the rest of 
Georgia is likely to be minimal unless Geor-
gians attend to their development problems. 

Atlanta—Not Home Free 

Just as the state's capital depends on the rest 
of Georgia for demand for its services and the 
goods from its distribution network, and for its 
farms, production facilities, and environment, 
Atlanta's products, services, and demand vitally 
affect the remainder of the state. A sagging 
Atlanta economy would certainly deal a blow to 
Georgia's other economies; therefore, the city's 
potential problems pose a threat to the entire 
state. 

Atlanta's vigorous growth in the 1980s has 
masked some of its vulnerabilities. Its boom has 
been fostered by a thriving service economy 
that sells business, convention, transportation, 
and consulting services to all parts of the world, 
by the relocation or establ ishment of headquar-
ters offices of many companies, and by develop-
ing high-technology industries. With this base 
the city has been able to expand at a much faster 
rate than Georgia, the Southeast, or the nation, 
attracting new industries and workers from out-
side the area and exporting their products. 

Its advantages in drawing in new industries, 
promoting growth in existing activities, and in 
exporting services also make Atlanta vulner-
able. The area depends heavily on activities 
that regional economists call "footloose," that 
is, activities whose location choice is mostly 
independent of the locations of markets for 
their output and of sources of their material 
inputs. Exportable services, overall manage-
ment, and communication all fit the footloose 
description. Clearly, many of the activities that 
have come to Atlanta remain footloose, and so 
could go. Continued advances in the speed and 
quality of transportation and communication 
may render these activities even more foot-
loose. 

Access to good transportation, com-
munications, labor force, and amenities have 
been key to Atlanta's growth. Much of the city's 
service/distribution dominance, its importance 
as a convention and meeting city, and its attrac-
tiveness as a headquarters and regional office 
location is explained by this access. Yet these 

features are not in any way permanently ex-
clusive to Atlanta. Other cities in the South-
east—Charlotte, Nashville, and Memphis—have 
become hubs for major airlines. Suitable con-
vention and hotel facilities, such as those of 
Orlando, already exist or can be enhanced 
elsewhere. With transportation and modern 
communications, other locations can close on 
Atlanta's advantages as a management center; 
for instance, Dallas has certainly reached this 
status. On the other hand, Atlanta can fritter 
away its advantages if overcrowd ing of its a irport 
and transportation system, pollution, lagging 
public education, and underdevelopment of 
other amenities reduce its attractiveness rela-
tive to other cities. 

Will Public Policies Help? 

In the past, the rest of Georgia's economic 
development has been dominated by entry and 
expansion of relatively low-wage industries 
employing displaced farmers and, later, factory 
workers. As the structure of world demand has 
changed and foreign competition for Georgia's 
low-wage industries has evolved, the state's for-
mer development pattern has held less prom-
ise of producing the desired results. The postwar 
growth engines for the rest of Georgia have 
slowed, and they are unlikely to be energized by 
a return to long-term expansion in demand. 

Chances are that even the dollar's fall and 
agricultural stabilization cannot redress all of 
these changes in the economy which have ad-
verse impacts. The drop in our currency will 
revive demand in the United States and may 
temporarily suggest the recurrence of rapid 
growth in Georgia's manufacturing. Over the 
longer term, though, the low-wage industries 
that have been hurt most by the dollar have two 
problems: they remain most vulnerable to for-
eign industries where the chief advantage is low 
wages, and worldwide demand for their prod-
ucts generally is not expected to grow speedily. A 
further problem is that low-wage industries are 
concentrated in Georgia and the Southeast. 
Recruiting from the Southeast is recruiting from 
the areas most like Georgia; consequently, 
Georgia's advantages would seem less striking 
by comparison. 
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If industry growth on the basis of low wages is 
becoming less feasible, what should the state 
and local organizations do to promote eco-
nomic development? While there are no sure-
fire answers, some general directions are clear. 
If keys to future development include promo-
tion of top-quality, flexible, highly productive 
industries rather than low-wage industries—as 
we believe they are—then policies that promote 
labor force productivity and flexibility and allow 
for the expression of entrepreneurship seem 
most reasonable. Other proposals for rural 
areas, such as enterprise zones and improved 
highways, require a quality labor force and local 
enterprise to be effective. 

First among requirements for production of 
high-quality goods and services is a well-
educated, well-trained pool of workers. Im-
proved education and training at all ages and 
levels will be necessary to lift the quality of 
Georgia's labor force. The state's Quality Basic 
Education Act recognizes the needs in the 
primary and secondary schools and colleges. Its 
emphasis should continue to be on flexible as 
well as sufficiently trained individuals. In addi-
tion, future education must address training 
and retraining adults. Not only will the supply of 
younger people who now supply most of our 
entry-level workers decline over the next several 
years, but shifts in the world economy also will 
prompt rapid and frequent changes in demand 
for products that Georgians can offer. These 
phenomena will require more adults to respond 
to newand evolving industry demands for skills. 
Enhancing existing programs to train workers for 
specific jobs desired by entering and expand-

ing industries as well as general skills training 
programs should help Georgia develop new 
industry, new firms, and plant expansion. At the 
same time, literacy training and remedial ed-
ucation will improve the pool of entry-level 
workers. 

Entrepreneurship, too, is critical for the 
state's development. We are not so bold as to 
suggest policies to foster a little-understood 
trait. Probably the best that governments can do 
is to educate their people and, as much as pos-
sible, stay out of the way of those who are 
entrepreneurial. Since government red tape 
can be a major impediment to starting or ex-
panding a business, the processes of getting 
permits and licenses and of complying with 
regulations should be made as efficient as pos-
sible consistent with the state's interests. 

Summary 

In many ways Atlanta and the rest of Georgia 
are interdependent. Neither can prosper with-
out the other. Policies to promote economic 
development in any part of Georgia should 
recognize this relationship. Currently, Atlanta's 
economic problems are those that curse the rich 
and growing. The rest of the state generally faces 
the tasks of fostering development that will 
raise incomes yet not ruin life-styles. In either 
event, continued progress depends on making 
Georgia attractive for new employment in in-
dustries that require substantial skills and high 
productivity, a process in which education will 
be the key. 
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