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6 Despite Turbulence, Southern 
Aerospace Poised for Take-off 
Look! Up in the sky! It’s an important part 
of the regional economy: the aerospace 
industry. Although this industry faces some 
signifi cant challenges, it continues to play a 
crucial role in the southeastern economy.

22 Bordering on a Boom: Mexico 
Manufacturing Builds a Future
Mexico’s economy is undergoing a signifi cant 
transformation, becoming a manufacturing 
powerhouse on a global scale. The roar of the 
“Aztec tiger” is being heard throughout North 
America and beyond.

 DEPARTMENTS

1  On Point

2  Fed @ Issue

4  Grassroots

12  Q & A

14  REIN

27  Follow Up

29  Closing Numbers

EconSouth
FEDERAL RESERVE BANK OF ATLANTA  FIRST QUARTER 2013

®

18 Airports Soar Ahead
Airports possess benefi ts beyond moving 
people and cargo: they also bring jobs, 
development, vitality, and an expanding tax 
base to communities. The Southeast is home 
to a number of airports, small and large, each 
with its own economic imprint.
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nt Almost from the time the fi rst airplane 

took off from Kitty Hawk, North Carolina, 
the airplane—and the ensuing aerospace 
industry—has been a big part of the South-
east’s economy. This issue of EconSouth 
gives readers different looks at the indus-
try. Staff writer Charles Davidson looks 
at the evolution of aerospace manufac-
turing, from the time when a wartime 
economy brought massive growth to 
regional employment in aerospace to the 
challenges aerospace faces today.
 “The aerospace and defense busi-
ness is fascinating in so many ways,” 
Davidson said. “It played a huge role in the 
post–World War II industrialization of the 
South. It is about as inherently cyclical as 
any business, given the nature of fi nite de-
fense contracts. The industry is large and 
thus has a major economic impact, even 
though in recent years it has received less 
attention than the automotive assembly 
industry in the Southeast. And like a lot 
of advanced manufacturing industries, 
aerospace production is changing, and 
the players must adapt. Finally, putting 
aside value judgments about the weapons 
industry, watching teams put together and 
refurbish huge military airplanes is simply 
an awe-inspiring sight.”

Also fl ying high

The Southeast is home to numerous 
airports, large and small, and they exert 
considerable economic infl uence given the 
interconnected nature of air travel. Asso-
ciate editor Nancy Condon’s interest in the 
role of transportation in the regional and 
national economy led her to investigate 
the economic impact of airports.  
 “Everyone knows that the big cities 
tend to have the big airports, and that big 
airports bring more jobs and more money 
to the surrounding community,” she said. 
“What was interesting to read about were 
the fi ndings of some economists that the 
amount of air traffi c at any airport has a 
bigger effect on a community’s economic 
growth than the other way around.” She 
also learned that airports with more pas-
senger than cargo fl ights tend to exert a 

stronger infl uence on that community’s 
economic growth. 
 She added, “And as an Atlanta resi-
dent, what I really found interesting is that 
some research links bigger commercial 
airports to a region with a warmer climate 
and a vibrant arts culture.” 

That manufacturing 

boom to the south…

Manufacturing in Mexico is often over-
shadowed by the Chinese juggernaut, but 
manufacturing in the southern third of 
North America has been growing rapidly, 
even dubbed by some as the “Aztec tiger.” 
EconSouth looks at some of the factors 
behind Mexico’s manufacturing strength 
and its implications for the U.S. economy.
 “Just a few years ago, many observ-
ers argued that the prospects for Mexico’s 
manufacturing sector were bleak, given 
competition from China,” said Stephen 
Kay, director of the Atlanta Fed’s Ameri-
cas Center, who cowrote this issue’s 
feature story. “Many compared Mexico’s 
prospects unfavorably with those of Brazil 
because Mexico’s economy was oriented 
toward exporting manufactured goods to 
the slower-growing United States, while 
Brazil exported commodities to faster-
growing emerging markets like China. In 
other words, Brazil was in the fast lane to 
economic growth, and Mexico was in the 
slow lane. However, despite those gloomy 
forecasts, recent trends suggest that Mexi-
can manufacturing is actually becoming 
far more competitive in the global arena.”
 We hope this story places the Mexi-
can manufacturing renaissance in a new 
light, and we believe it’s a development 
you’ll hear much more about in the future.

A second look

You’ll see a new column in this quarter’s 
EconSouth. We are launching “Follow Up,” 
which looks at past story topics with a 
new perspective and new information.  ❚

Lynne Anservitz
Editorial Director
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Watching Indicators

T he interest in the Fed’s reaction to 
labor market reports has always 
been intense, given the employment 

half of the Fed’s dual mandate (price 
stability and full employment) from 
Congress. But this attention has been 
heightened since the Federal Open Mar-
ket Committee (FOMC) announced, fi rst 
in September 2012, that it will continue 
its asset-purchase programs (often called 
quantitative easing) as long as “the labor 
market does not improve substantially.” 
 The Atlanta Fed’s view on what will 
determine “substantial” improvement 
in the labor market is multifaceted. As 
outlined by President Dennis Lockhart in 
a November 2012 speech:

For policy purposes, I think it’s 
appropriate to be cautious about 
relying on a single indicator of 
labor market trends—for example, 
the unemployment rate—to 
determine whether the condition 
of substantial improvement has 
been met.  

President Lockhart added: 
The starting point certainly 
should be the headline unemploy-
ment rate and the payroll jobs 
number. The interpretation of 
movements in these two statistics 
would be enriched and reinforced 
by a review of additional data 
elements.

Here are examples of what President 
Lockhart is looking for:

First, I would look for lower un-
employment rates that are driven 
by increased fl ows of job seekers 
into employment. I would not 
interpret discouraged workers 

dropping out of the labor force 
as a sign of improvement, even if 
the unemployment rate falls as a 
consequence.
  Conversely, I’d like to see 
growing public confi dence in 
the labor market as measured 
by increased movement of people 
from out-of-the-labor-force status 
into the labor force—that is, 
growing labor force participation. 
I would interpret a reduction 
in the number of marginally 
attached workers as a sign of 
improvement, even if the unem-
ployment rate goes temporarily 
higher.
  Third, I’d look for employ-
ment gains that are associated 
with reductions in underemploy-
ment. I would interpret a pickup 
in job growth less positively if 
it is associated with increases 
in part-time jobs for people who 
seek full-time work.
  Finally, I’d like to see signs 
that improvements in all these 
indicators are gaining momentum 
and are sustainable. A framework 
for assessing labor market condi-
tions needs to include forward 
indicators of labor market health, 
such as falling claims for unem-
ployment insurance.

 The Atlanta Fed has developed a 
visual tool to help us track labor market 
trends. I wrote about this in a January 10, 
2013, Atlanta Fed macroblog post titled 
“Visualizing Improvement.”
 We’ve organized a collection of 
variables we fi nd interesting, grouped in 

DAVE ALTIG is executive vice 
president and research director 
of the Atlanta Fed.
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four broad categories. In the category of 
employer behavior, we include payroll 
employment (from the U.S. Bureau of Labor 
Statistics’ [BLS] Establishment Payroll 
Survey, also known as the Current Employ-
ment Statistics survey), job vacancies or 
job openings, and hires (from the BLS’s 
Job Openings and Labor Turnover Survey, 
or JOLTS). Variables in the confi dence 
category include hiring plans (from the Na-

tional Federation of Independent Business’s 
[NFIB] jobs report), job availability (from 
the Conference Board’s Consumer Con-
fi dence Survey), and quits (from JOLTS). 
The utilization group contains unemploy-
ment (from the BLS’s Current Population 
Survey, or CPS), marginally attached work-
ers (from the CPS), the job-fi nding rate 
(defi ned as the ratio of short-term to long-
term unemployed as described in work 
by University of Chicago professor Rob 
Shimer), and workers who are part-time for 
economic reasons (from the CPS). Finally, 

we capture leading indicators with initial 
claims for unemployment insurance (from 
the U.S. Department of Labor), diffi culty in 
fi lling jobs (from the NFIB small business 
jobs report), and temporary help services 
employment (from the CES).
 A prototype of how all of this infor-
mation might be visualized simultane-
ously appears on the following “spider 
chart.”

Note: The value for the fourth quarter 2012 represents the September–November average.
Source: U.S. Bureau of Labor Statistics, U.S. Department of Labor, National Federation of Independent Business, Rob Shimer’s  calculations, and Atlanta Fed calculations
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 The red circle at the perimeter of 
this chart represents labor market condi-
tions that existed before the recession 
got under way. The yellow circle at the 
chart’s center represents the time when 
payroll employment reached its trough 
in late 2009. The irregularly shaped blue 
fi gure depicts the latest three-month 
average for each of the indicators relative 
to the benchmarks. This type of point-in-
time snapshot provides us with a picture 
of how labor market conditions have 
evolved over the past four years. 

 The chart tells a familiar, but not too 
happy, story. Only one of the variables 
in the collection of employer behavior, 
employee and employer confi dence, and 
labor resource utilization categories 
has recovered even half the gap from 
its prerecession benchmark. The labor 
resource utilization variables look par-
ticularly bad, with one variable—margin-
ally attached workers—actually getting 
worse over the recovery as a whole. On 
the brighter side, the leading-indicator 
variables are looking relatively strong, 
perhaps foreshadowing improvement.
 The interpretation of this type of  
chart comes with several caveats. First, 
a variable such as the level of payroll 
employment will eventually exceed its 
prerecession level and grow consistently 
over time as the population grows. A 
variable like “hiring plans”—which is 
the net percentage of fi rms in the NFIB 
survey expecting to hire employees in 
the next three months—cannot grow 
without bound. Thus, the spider charts 
by construction are about visualizing the 
transition to some fi xed benchmark, not a 
device for monitoring labor markets over 
the long run.
 Second, it is not obvious that levels 
from the fourth quarter of 2007 are 
necessarily the best benchmarks for 
all (or even any) of the variables we are 
monitoring. For example, the demo-
graphics associated with the aging of the 
baby-boom populations have arguably 
slowed the long-term trend in employ-
ment growth, meaning that a return to 
prerecession payroll jobs will be slow 
even in the circumstance that we would 
characterize as a “substantially” improv-
ing labor market.
 Finally, signs of labor market 
improvement suffi cient to alter the pace 
of FOMC asset purchases may be more 
about momentum or steady progress than 
about the return to a specifi c target or 
threshold. Nonetheless, we see this ap-
proach as providing broader insight into 
labor market developments.  ❚
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The Space 
Coast Moves 
into a Lower 
Orbit
O nly one place on earth can say it 

launched every man who walked on 
the moon as well as the career of the 

man who played the villainous J.R. Ewing: 
Brevard County, Florida.
 Brevard is home to NASA’s Kennedy 
Space Center (KSC), where the Apollo 
moon missions blasted off. The space 
program of the 1960s and ’70s captivated 
the national imagination, even inspiring 
a hit television comedy set in the Brevard 
city of Cocoa Beach. “I Dream of Jeannie” 
starred Larry Hagman, who would later 
act in the iconic nighttime soap opera, 
“Dallas.”
 Offscreen, the Space Coast has 
had its share of economic blastoffs and 
splashdowns. EconSouth profi led the area 
in early 2006. At the time, Brevard was 
growing, real estate values were soaring, 
and the space shuttle had returned to 
fl ight after a two-year interruption follow-
ing the 2003 Columbia tragedy. Indeed, in 
February 2006, a Los Angeles-based think 
tank, the Milken Institute, even hailed 
Brevard’s major metropolitan area, Palm 
Bay-Melbourne-Titusville, as the nation’s 
best-performing market in creating and 
retaining jobs. 
 Seven years on, the picture is fuzzier. 
NASA and its contractors over the past 
couple of years laid off thousands at Ken-
nedy Space Center as it retired the shuttle 
program in 2011. That came alongside a 
housing market downturn and recession. 
Yet a larger, more diverse local economy 

has absorbed the blow more easily than it 
did in past space program disruptions. 
 Brevard’s eventful economic rela-
tionship with NASA includes the boom 
accompanying the birth of the nation’s 
space program in the late 1950s and ’60s; 
the Apollo missions and their 1972 end; 
the inception of the shuttle program in the 
1980s; the temporary halt of shuttle fl ights 
following the 1986 Challenger explosion; 
and, most recently, the end of the shuttle 
program. 

More diverse economy better 

weathers KSC cuts

As NASA retired the shuttle program after 
nearly 30 years, employment at the space 
center plummeted from more than 15,000 
in 2009 to less than 8,500 by the end of 
2012, according to the Kennedy Space 
Center. More than 60 percent of the space 
center workforce is made up of nongov-
ernment contract workers.
 Downsizing of that magnitude, and 
involving highly technical jobs, stung. It 
didn’t help that the space center’s layoffs 
roughly coincided with the recession. Non-
farm employment in Palm Bay-Melbourne-
Titusville, which encompasses most of 
Brevard County, fell 10 percent from its 
2006 peak to the end of 2012, to an average 
of 194,500 jobs last year, a worse fall than 
Florida suffered overall, according to U.S. 
Bureau of Labor Statistics data. 
 The metro area’s unemployment rate 
peaked at 11.8 percent in January 2010. 
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The metro area’s jobless rate was above 
10 percent for 33 straight months, but that 
was just two months longer than the state 
of Florida’s unemployment rate stayed 
above 10 percent. By comparison, the U.S. 
jobless rate reached 10 percent for only 
one month during the recession. 
 Things were even worse on the 
Space Coast after the Apollo program 
ended in 1972. The following year, Bre-
vard’s unemployment rate—3 percent 
when Neil Armstrong walked on the 
moon in 1969—topped 13 percent as 

“Brevard County’s economy fell apart,” 
the Lakeland (Florida) Ledger newspaper 
recalled in a 1984 article. 
 Compared to the 1970s and ’80s, 
the Space Coast today is more resilient. 
Brevard is home to a larger economy 
that is not as reliant on its most famous in-
dustry (see the chart). Less than 5 percent 
of Brevard’s workforce is now employed 
in the aerospace industry, compared to 
28 percent at the time of the Challenger 
disaster and 56 percent during the Apollo 
program, according to Brevard Workforce, 
a workforce development agency. 

 Since 2006, two employment sectors 
have held up comparatively well. Educa-
tion and health services employment has 
increased nearly 20 percent in Palm Bay-
Melbourne, while the supply of leisure and 
hospitality jobs has dipped far less than 
other labor categories.
 “The big difference now is that our 
industrial base is more diversifi ed, and 
when the Apollo program shut down there 
wasn’t a second act,” said Lynda Weather-
man, president and CEO of the Economic 
Development Commission of Florida’s 
Space Coast and a member of the board of 
directors of the Atlanta Fed’s Jacksonville 
Branch. Kennedy Space Center’s “second 
act” following the space shuttle consists 
of a series of launches of unmanned space 
craft. “We knew this was coming,” Weather-
man said. “There was no excuse for us not 
to be prepared.” 
 The infl uence of the space program 
has slowly faded over the years. Even 
culturally, the space business is not quite 
the force it once was. Virtually all the 
old beachside motels that sported names 
like the Sea Missile and Astro Craft have 
been replaced by chain hotels. Though 
the Brevard area code remains 321, as in 
a countdown, the giant surf shop Ron Jon 
“probably defi nes Cocoa Beach more than 
the space and missile industry does,” said 

Lori Walters, a historian and director of 
the University of Central Florida’s Florida 
Space Coast History Project.

A grayer Space Coast helps

Demographics have also defl ected the 
economic punch from space center layoffs. 
The shuttle workforce is on average signif-
icantly older and thus closer to retirement 
than the Apollo workers were, Walters 
said. More broadly, the Space Coast has 
become a major retirement destination. 
Twenty-one percent of the residents of 
Brevard County and 34 percent in Cocoa 
Beach are over 65. That compares to just 
13 percent of the entire country, according 
to the U.S. Census Bureau. 
 By December 2012, the Space Coast’s 
jobless rate had dropped from nearly 12 
percent to 8.3 percent, despite continuing 

Grassroots continues on page 13

Brevard County, Fla.
Population 543,566
Total housing units 270,544
Median household income $46,429
Median home value $134,700

Source: U.S. Census Bureau, 2006–10 American Community Survey
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Brevard’s eventful economic 
relationship with NASA 
includes the boom accom-
panying the birth of the 
nation’s space program in 
the late 1950s and ’60s.

The Space Coast’s economy, which includes Port Canaveral, has diversifi ed 
beyond the space program, which once dominated the area.

frbatlanta.org    5

http://www.frbatlanta.org


Despite Turbulence, 
Southern Aerospace 
Poised for Take-off 
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A signifi cant part of the Southeast’s 
economy is up in the air—literally. 
The aerospace industry has become 
an important part of the region’s 
economic composition, albeit one 
facing stiff headwinds.

About 15 miles north of downtown Atlanta, thousands of people 
and countless machines build airplanes inside a windowless, 
immaculate 70-year-old building so vast it could contain 25 Wal-
Mart Supercenters. Men in jeans pedal bicycles on a concrete 
fl oor so polished it refl ects overhead lights. Blue squares desig-
nate precise locations for tools, carts, and parts. And unfi nished 
C-130 cargo planes’ tails, like giant dorsal fi ns, rise 40 feet above 
a sea of equipment and scaffolding.
 At a 912-acre, multibuilding complex in Marietta, Georgia, 
Lockheed Martin Aeronautics Company has produced military 
aircraft for 62 years. Lockheed Martin has sold so many of the 
squat C-130s—nearly 2,500—to so many countries that there 
is literally always one of the iconic transport vehicles in the air 
somewhere, according to the company. 
 Like much of the Southeast’s aerospace industry, the roots 
of the Lockheed Martin plant date to World War II (see the side-
bar on page 8). As the 1940s dawned and America girded for bat-
tle, the famously insular, agrarian South fi nally began courting 
outside capital and industry. Southern governors and economic 
development agencies “pushed hard for their ‘fair share’ of war 
contracts and industrial facilities, training camps and airfi elds,” 
Stanford University economic historian Gavin Wright wrote in 
Old South, New South: Revolutions in the Southern Economy 

since the Civil War. “In substantial measure, they succeeded.”
 Their success birthed an economic mainstay. The Marietta 
plant, in particular, was a cornerstone in an aerospace sec-
tor that today employs tens of thousands of skilled workers 
in high-paying jobs throughout the Southeast. Overseas sales 
of aerospace products and parts have steadily grown, and by 
dollar volume rank among the leading exports from six South-
east states, totaling $13 billion in 2011, according to the U.S. 
Department of Commerce. That total exceeded exports from the 
region’s heralded automobile and auto parts industry. 
 Large as it is, though, aerospace manufacturing is inherently 
cyclical. Its lifeblood is contracts from the U.S. Department of 
Defense, NASA, and commercial airlines, customers that spend 
lavishly but erratically. Most military and space agency con-
tracts expire. (For example, assembly of the F-22 Raptor stealth 
fi ghter jet—which cost more than $100 million a plane—ceased 

The aerospace industry is an integral part of the Southeast’s economic composition, with 
places such as Florida’s Kennedy Space Center (pictured at left) and Lockheed Martin in 
Georgia employing thousands of people and pumping millions of dollars into the economy.
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in Marietta in 2011, resulting in layoffs.) Cycles in the industry have 
tended to last about a decade, according to a December 2009 report 
from the Congressional Research Service. Now, as the nation enters 
a time of federal budget cuts, a cycle looms that could severely test a 
southern aerospace sector that has weathered downturns before. 
 “Aerospace in the South has historically been heavily dependent 
on government spending,” said Richard Aboulafi a, a noted industry 
consultant with the Teal Group in Fairfax, Virginia. “The challenge now 
is to turn toward commercial sources of revenue.” 

Good news/bad news: Commercial 

plants arrive amid defense, space cuts 

That turn might be under way. Over the past several years, the region has 
attracted several commercial aerospace operations. The world’s largest 
makers of jet airliners, Boeing and Airbus, along with two makers of 
smaller jets, have recently opened or plan to open assembly plants in 
the South. (Boeing and Honda Jet facilities are outside the Atlanta Fed’s 
District, in South Carolina and North Carolina, respectively.)
 On the larger, defense-dependent side of the region’s aerospace 
industry, the outlook is murkier. The federal Budget Control Act of 2011 
calls for defense spending reductions totaling about $487 billion over 10 
years, starting in 2013, from a budget of roughly $500 billion annually. 
Further cuts may result from sequestration, which took effect March 1. 
The cuts from sequestration, if fully implemented, would roughly double 
the amount of the 10-year, $487 billion reduction in defense spending.
 More than half of the Pentagon cuts will likely come through lower 
spending on contracts, according to Bloomberg Government, which 
analyzes federal spending. Lockheed Martin and virtually all other 
major defense contractors have operations in the Southeast. Those 
companies have warned of possible layoffs and lower revenue and 
profi ts should severe military budget cuts materialize. The Aerospace 
Industries Association (AIA), which represents large defense contrac-
tors, said in its 2012 annual report that sequestration could result in 
“thousands of layoffs and the loss of critical knowledge and expertise.”
 Some symptoms of federal spending cuts have already emerged. 
U.S. gross domestic product grew by just 0.1 percent in the fourth 
quarter of 2012, the worst quarterly performance since the fi rst three 
months of 2011. This slowdown was widely attributed to reduced de-
fense spending. The AIA says some layoffs occurred in 2012 related to 
defense cuts. Moreover, in guidance for investors, some major aero-
space defense fi rms have projected slightly lower revenue and profi ts in 
2013, but those projections assumed sequestration did not happen.

The Roots of Aerospace 
Production in the Southeast

The Southeast’s attraction to the aerospace 
business began 70 years ago. Back then, 
it helped to have powerful friends in your 

corner. The director of materiel for the U.S. Army, 
General Lucius Clay, was a Marietta, Georgia, na-
tive. Partly at Clay’s urging, President Franklin 
Roosevelt’s military in 1943 built Air Force Plant 
6 in then-rural Cobb County and contracted with 
the Bell Aircraft Company to operate it. At the 
time, the plant was the largest business facility 
ever built in the Deep South. The “Bell Bomber 
Plant” closed at the end of World War II, and then 
reopened amid the Korean confl ict six years later 
as Lockheed Georgia. The U.S. government still 
owns the property and the adjacent Dobbins Air 
Reserve Base.
 Bell’s success was an economic watershed for 
Atlanta and the Southeast. Bell trained 28,000 lo-
cal workers to build 668 B-29 bombers in just over 
two years. This feat “demonstrated the area’s abil-
ity to successfully house a large technology-based 
manufacturing facility,” Georgia Tech researcher 
Richard Combes wrote in the book The Second 

Wave: Southern Industrialization from the 1940s 

to the 1970s. Aerospace work also transformed 
Huntsville. The former cotton mill town’s popula-
tion exploded from 16,000 in 1950 to 72,000 in 1960 
as the space program grew, according to census 
data. Kennedy Space Center’s impact on Brevard 
County, Florida, was almost as dramatic.
 No doubt federal megaprojects like Lockheed 
and Kennedy won’t come again soon. Challenges 
abound in the aerospace industry, but all businesses 
face challenges. Even so, the opportunities in 
aerospace are plenty enough to keep southern 
states in pursuit. 
 Come a June night in Paris, there might not 
be a famous general at the party. But during the 
Paris Air Show, a boat hired by the Mississippi-
based Aerospace Alliance will glide along the 
River Seine as the City of Light twinkles. On 
board, a stew of accents from the U.S. South to the 
south of France will mingle as economic develop-
ers vie for the hearts, minds, and pocketbooks of 
aerospace executives from all over the world.  ❚

Lockheed Martin has built C-130s at its Marietta, Georgia, plant since 
1957. Last year, the company delivered 36 of the gargantuan aircraft to 
customers, but this year it will deliver only 24 of them.
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 Huntsville, Alabama—home to a sprawling federal com-
plex made up of Redstone Arsenal and Marshall Space Flight 
Center—could escape the worst of it, said Thomas Baumbach, 
president of Dynetics Inc., a Huntsville aerospace technology 
fi rm with 1,300 employees. The north Alabama city’s consider-
able collection of defense and space-related tech companies 
could fare comparatively well, Baumbach fi gured, because 
research, development, and testing programs—Huntsville’s 
specialty—could be relatively unscathed. In fact, one of Dynet-
ics’ core businesses, military cybersecurity, could benefi t from 
increased defense spending in that area, Baumbach said.
Still, Dynetics early this year felt the “fi rst pangs of sequestra-
tion,” Baumbach said, as a customer in the intelligence commu-
nity notifi ed the company of small cutbacks to come. Dynetics 
is also facing uncertainty surrounding the future funding for a 
NASA project on which it works. 

Aerospace business no stranger to turbulence 

Uncertainty is nothing new to the aerospace business. Consider 
the swings in employment at plants like Lockheed Martin in 
Marietta and at Florida’s Kennedy Space Center. The headcount 
at Marietta was 6,778 at the end of 2012, down several hundred 
from early 2011, when the F-22 fi ghter assembly line was active. 
Lockheed Martin’s Marietta employment peaked at more than 
30,000 in the late 1960s. Some fl uctuations in employment, of 
course, result from automation, as in any manufacturing opera-
tion. Meanwhile, on Florida’s Atlantic coast, NASA stopped 
space shuttle launches in 2011, prompting thousands of layoffs in 
and around Kennedy (see “Grassroots,” page 4).
 Although defense and space contractors face uncertainty, 
the market has been healthy for airliners and high-end (yes, 

there are lower-priced models, relatively speaking) corporate 
jets. For example, strong corporate profi ts and rising demand 
among individuals have buoyed demand for planes from 
Savannah, Georgia-based Gulfstream Aerospace Corporation, 
Aboulafi a said. At the same time, persistently high fuel prices 
are leading airlines to acquire lighter, more fuel-effi cient jets. 
That demand has kept a steady stream of orders fl owing into 
the two major airliner manufacturers: Boeing, which opened an 
assembly plant in North Charleston, South Carolina, in 2011, and 
Europe’s Airbus, which plans to open an assembly plant in 2015 
in Mobile, Alabama.
 So-called commercial space is another promising area. But 
so far, other than the launching of communications satellites, 
Baumbach said, the industry has not generated a great deal of 
work for companies like his.
 On Florida’s Space Coast, Frank DiBello has high hopes for 
the private-sector space business. The idea of launching civilians 
and all manner of satellites, research gear, and data-gathering and 
transmitting devices excites DiBello, president and CEO of the state 
economic development agency, Space Florida. A former venture 
capitalist, DiBello sees expansive opportunity in the integration of 
devices from smartphones to robots to automated teller machines. 
Satellites offer the best means of zapping vast quantities of data 
among vast numbers of such devices, he said. After all, he thinks 
there must be a good reason why several superstar entrepreneurs—
including Amazon founder Jeff Bezos, PayPal founder Elon Musk, 
Richard Branson of Virgin Group, and Microsoft cofounder Paul 
Allen—have turned their attention to space. 
 “They see in this next 25-year period there’s going to be a 
dramatic increase in human activity in what I call ‘near Earth,’ ” 
DiBello said.
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Not number 1, but the South is climbing

Aerospace is important throughout the Southeast (see the 
chart on page 11). But the region is not home to the largest aero-
space hubs, which include Seattle; Dallas-Fort Worth; Wichita, 
Kansas; and the entire state of Connecticut. In fact, aerospace 
manufacturing has traditionally been concentrated in a hand-
ful of locales. As recently as 2009, 61 percent of the nation’s 
aerospace industry jobs were located in six states: Washington, 
California, Texas, Kansas, Connecticut, and Arizona, according 
to the Congressional Research Service.
 But the South is trending upward. The Congressional Re-
search Service noted in a December 2009 report on aerospace 
that “smaller manufacturing clusters” exist in southern states, 
including Florida, Georgia, and Alabama. Moreover, aerospace 
centers are emerging in other southern states, the report said. 
Indeed, corporate jets, parts of unmanned drones, helicopters, 
rocket propulsion systems, jet engines, airplane wings, electron-
ics, “airframes”—the main structure of an aircraft—and other 
components are manufactured and overhauled throughout the 
region. A few examples:

• Savannah, Georgia-based Gulfstream designs and manu-
factures corporate jets at its home base and in neighboring 
Brunswick, employing 8,000 people. 

• Huntsville is home to the most aerospace engineers per em-
ployed person of any metro area in the country, according 
to the U.S. Bureau of Labor Statistics (BLS). The city boasts 
more than 90 aerospace companies that together employ 
about 11,000 people, according to the local chamber of com-
merce. Microsoft cofounder Allen’s company, Stratolaunch, 
which aims to build and launch rockets from huge airplanes, 
established corporate headquarters in Huntsville in 2012. 

• Northrop Grumman’s Unmanned Systems Center in Moss 
Point, Mississippi, employs 70 people who design and build 
fuselages for Air Force and Navy drones.

• Boeing employs 500 people to make airplane wings, parts 
for Chinook helicopters, and other aircraft subcomponents 
near Robins Air Force Base in Macon, Georgia. The base is 
the home of Warner Robins Air Logistics Center, Georgia’s 
largest industrial complex with a military and civilian work-
force of more than 25,000, according to the base’s website.

Aerospace clusters around the Southeast

Honda Aircraft Company, a subsidiary of Honda Motor Company, 
opened a plant in Greensboro, North Carolina, in 2011 to build 
business jets. In 2006, Honda also located the aircraft unit’s 
corporate headquarters in Greensboro. Meanwhile, Melbourne, 
Florida, has begun attracting aircraft manufacturing and design 
facilities. To a small degree, the arrival of aviation fi rms has 
offset job losses from Kennedy Space Center. Embraer, the 
Brazilian maker of small commercial jets, opened an assembly 
operation in Melbourne in February 2011. 

 More is coming. Airbus, a unit of European Aeronautic 
Defense and Space, plans to fi nish its fi rst jet in Mobile in 2016. 
Airbus, whose parent company is owned by the German, French, 
and Spanish governments along with private-sector investors, 
has an engineering center in Mobile that employs 200. The as-
sembly plant will initially add another 300 people to Airbus’s 
Mobile operations. 
 These “transplants” are critical to the region. That’s because 
attracting foreign investment is essential to building an advanced 
manufacturing base, the Teal Group’s Aboulafi a explained. “The 
southern U.S. states have learned this lesson well, with aero-
space and with automobiles,” he said. 
 The Institute for Strategy and Competitiveness at Harvard 
Business School includes several southeastern locales in its on-
line list of aerospace “clusters.” The institute defi nes an industry 
cluster as a geographic concentration of “interconnected com-
panies, specialized suppliers, service providers, and associated 
institutions in a particular fi eld.”
 Among the Southeast’s 33 “economic areas,” essentially 
supersized metropolitan areas, the institute lists seven as home to 
a cluster in aerospace vehicles and defense or aerospace engines: 
1) Jacksonville, Florida; 2) Pensacola, Florida; 3) Mobile/Daphne, 
Alabama; 4) Huntsville/Decatur, Alabama; 5) Columbus, Georgia/
Auburn-Opelika, Alabama; 6) Macon/Warner Robins/Fort Valley, 
Georgia; and 7) Savannah/Hinesville/Fort Stewart, Georgia. Many 
of those areas, not coincidentally, contain major military installa-
tions. Defense contractors tend to gather near their customers.

The shuttle program, which ended in 2011, was a main-
stay of the Space Coast’s economy for years. All of the 
space shuttles lifted off from Kennedy Space Center in 
Brevard County, Florida.
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 Among the top 20 metropolitan area aerospace vehicles 
and defense clusters ranked by 2010 employment, Atlanta is 10th 
on the Harvard institute’s list, Savannah 13th, and Charleston, 
South Carolina, 19th. The Miami metropolitan area ranks 19th 
on the list of aerospace engine manufacturing clusters.

The numbers can be tricky

Counting just how many people work in aerospace in the South 
is not easy, in part because so many companies are involved, and 
some of them make parts and provide services that are used by 
customers outside the aerospace industry. Economic develop-
ment agencies tend to cast a wide net in counting aerospace 
workers. Based on data from state economic development agen-
cies, the six Southeast states combined have in the neighbor-
hood of a quarter million aerospace jobs. Limiting the job count 
to aerospace manufacturing, design, and research lowers the 
number, though it still approaches or perhaps exceeds 100,000.
 The Harvard cluster data for the Southeast in aerospace 
and defense vehicles and aerospace engines show total employ-
ment of 41,914 in the six states. Based on the institute’s other 
data sources, the Harvard numbers exclude some service provid-
ers such as consulting engineers and other workers whom some 
agencies count as part of the aerospace industry. For example, 
the Huntsville chamber employment number of 11,000 aerospace 
jobs compares to the Harvard institute’s 1,199 Huntsville jobs 
in aerospace and defense vehicles. Meanwhile, BLS data show 
nearly 3,000 aerospace engineers alone in Huntsville. 

 Nationally, aerospace employment at the end of 2012 was 
629,000, according to the AIA. That number was 4,000 higher 
than a year earlier, despite layoffs in some facilities working on 
military programs, the AIA annual report said. 
 Regardless of their number, aerospace jobs pay well. 
Private-sector aerospace manufacturing workers in 2008 earned 
an average wage of $79,700, about 47 percent more than the 
annual wage for all manufacturing workers, according to the 
Congressional Research Service. Aerospace engineers in Hunts-
ville earned a mean average annual wage of $117,430, according 
to May 2011 fi gures from the BLS, while the mean pay for Florida 
aerospace engineers was $91,000. Nationally, aerospace engi-
neers on average earn more than engineers in all but three of 18 
engineering categories counted by the BLS. Only petroleum and 
nuclear engineers earn more. Meanwhile, aerospace engineering 
technicians are paid better than any other of the BLS’s nine clas-
sifi cations of engineering technicians. 
 Another quick example of the considerable economic 
impact aerospace companies can have: Lockheed Martin’s 
Marietta plant in 2012 paid the local power company $17 million for 
electricity. Numbers like that explain why, despite the industry’s 
challenges, aerospace remains attractive to Southern economic 
developers.  ❚

This article was written by Charles Davidson, a staff writer for EconSouth.
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“We Have Been Focused 
on Looking at Effi ciencies”
An Interview with Shan Cooper of Lockheed Martin

Shan Cooper is vice president of Lockheed 
Martin Aeronautics Company and general 
manager of its Marietta, Georgia, plant. 
She also oversees the company’s sub-
assembly sites in Meridian, Mississippi, 
and Clarksburg, West Virginia. The Mari-
etta operation, which employs roughly 
7,000, designs, produces, modifi es, and 
maintains military aircraft, including 
the C-130J Super Hercules, F35 Lightning 
II, F-22 Raptor, P-3 Orion, and C-5M Super 
Galaxy. Cooper spoke with EconSouth 
about the state of the aerospace industry. 

EconSouth: With all the talk of seques-

tration and federal budget cutting, in 

Marietta in particular and for Lockheed 

Martin in general, how do you prepare 

for something when you don’t really 

know what’s going to happen? 

Shan Cooper: Initially, I was pretty encour-
aged by Congress and the administration 
when they delayed the implementation of 
sequestration from January 2 to March 1. 
Of course, I would’ve been thrilled had 
they actually moved toward a more per-
manent elimination of sequestration. I’m 
not certain that we’re going to get there. 
Given that, our focus has been on position-
ing the company to remain competitive 
in the world of the unknown. We know at 

some level there will be impacts on the de-
fense budget. We’ve already had some last 
year. It’s not that we don’t support look-
ing at the defense budget. But I get real 
concerned that there may not be enough 
attention paid to the adverse impact 
sequestration will have on the industry 
overall, as well as on our national security. 
I would say for the last 12 to 18 months, 
here in Marietta and across Lockheed 
Martin, we have been focused on looking 
at effi ciencies and cost savings in every 
nook and cranny of the business. 
 
ES: What are some examples? 
Cooper: Looking at consolidating our 
footprint. Looking at ways we can better 
leverage technology. We’ve looked at 
programs, our processes. Along with the 
changes in the budgets, we also had some 
rate reductions in our C-130 program. 

ES: When you say rate reductions, what 

does that mean? 
Cooper: Last year, we actually delivered 
36 [C-130] aircraft. We will take our 
[annual]  rate down this year and beyond 
to 24 aircraft. 

ES: In Marietta, how much of the busi-

ness comes from the U.S. military? 
Cooper: I’m going to say probably upwards 
of 90 percent. It’s pretty signifi cant. 

ES: You do quite a bit of export business 

as well, right? How is that business 

going? 

SHAN COOPER

Title:  Vice president and general manager

Organization:  Lockheed Martin Aeronautics 
Company

Website:  lockheedmartin.com/us.html

Other:  Cooper assumed her position in 
January 2011 after being vice presi-
dent of human resources for Lock-
heed Martin Information Systems 
& Global Solutions. Before moving 
to that post, she was vice president 
and deputy of human resources 
for Lockheed Martin Aeronautics 
Company. She joined Lockheed 
Martin in 2002 as senior manager, 
diversity workforce management. 
Cooper earned an MBA from the 
Goizueta Business School at Emory 
University.

“Our focus has been on positioning 
the company to remain competitive 
in the world of the unknown.”
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Cooper: That’s where our growth is 
going to be, I think. If you look at the 
C-130 program, today we’ve got over 
70 countries that fl y some variation of 
that aircraft. Last year we had two new 
countries come on board. If you look at 
the P-3 Orion program, we’re upgrading 
the wings and increasing its operational 
life. We’ve got 17 countries today that fl y 
that aircraft. Our international business 
is doing pretty well.

ES: To what extent could exports help to 

offset whatever reductions might come 

from U.S. defense spending? 

Cooper: I think the offset could be 
signifi cant. Probably the concern that I 
would have is the fact that many of our 
international customers watch our U.S. 

government customers’ decision making. 
As they begin to see less support or less 
confi dence here in the U.S., in some cases 
it slows their decision making. We have 
not seen that as of yet. 

ES: Changing gears, we hear a lot about 

the “skills gap,” where companies have 

diffi culty fi nding enough of the techni-

cally skilled workers they need. Is that 

something you’ve had to deal with? 

Cooper: It is absolutely an issue we’ve had 
to deal with. Our workforce is kind of 
two-pronged. On the one hand, I abso-
lutely need those highly skilled engineers 
and scientists. On the other hand, we 
also need those folks who have more of 
a vocational background. I need electri-
cians. I need plumbers. We hire that skill 

set. But it’s been harder for us to fi nd 
welders, plumbers, and these folks [than 
engineers]. 

ES: I understand that the supply chain 

in aerospace stretches all over the 

world. What is the supply chain like for, 

say, the C-130? 
Cooper: Our supply base is very, very 
extensive. For the C-130J, we have over 
532 suppliers across 13 countries. That’s 
just one example. Last year we had 352 
suppliers here in this state alone.  ❚

This interview was conducted by Charles 

Davidson, a staff writer for EconSouth.

smaller layoffs at the space center. That 
jobless rate was worse than for Florida 
overall and for the country. But the after-
math of the shuttle shutdown has not been 
as traumatic for the area economy as local 
leaders expected, said Weatherman and 
Frank DiBello, president of the economic 
development agency Space Florida. 
 “We’ll never replace that watermelon-
sized hit in jobs and activity with another 

watermelon-sized project,” DiBello said of 
the shuttle shutdown. “But we can [replace 
it] with apples and oranges and pears.” 
 One apple came from Brazil. The air-
plane maker Embraer opened an assembly 
plant in Melbourne in 2011, employing 
200 people. The company is at work on an 

engineering center that will employ 200 
more. Two other companies that repair 
and modify aircraft have also recently 
opened facilities in Melbourne, employing 
about 700 people between them.
 Some fruit is also still growing at the 
space center. Probably the most active 
private-sector space company so far, 
SpaceX, has 36 launches scheduled 
through 2015. Twenty-seven of them will 
be at Kennedy, according to the SpaceX 
website. 
 DiBello’s agency is leading efforts to 
attract private-sector companies to use 
the KSC facilities. There is great prom-

Grassroots continued from page 5

ise, DiBello said, in pharmaceutical and 
agricultural research in space, as well as 
in launching satellites to enable robust 
digital communications among all man-
ner of mobile devices. With that promise 
comes competition from other geographic 
areas that also want to lure launches 
and commercial space services and 
manufacturing. 
 “We’ve set a strategy of diversifi cation 
of Florida’s space industry,” DiBello said.  ❚

This article was written by Charles Davidson, 

a staff writer for EconSouth.

The infl uence of the space program 
has slowly faded over the years. 
Even culturally, the space business 
is not quite the force it once was.
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During the last quarter of 2012, the Atlanta Fed began to detect an 
unexpected increase in optimism among our business contacts, 
which was different from what we had heard the previous quarter. 
The optimism then continued into January as just over half of the 
Atlanta Fed’s 44 directors expected their businesses to improve 
over the next three to six months—similar to what was reported 
in December but well above the one in four who conveyed op-
timism in October (see chart 1). Our broader contact base also 
expressed a generally optimistic but cautious tone. 
  Broadly speaking, Atlanta Fed business contacts reported that 
current economic activity in the Southeast showed slow growth 
overall, but with pockets of strength. In particular, residential 
construction continued to improve, and the increase in activity 
was spreading geographically. Regional homebuilders and brokers 
indicated the current recovery in this sector is real and sustainable, 
not the “starts and stops” seen on a  couple of previous occasions.
 Energy exploration and extraction remained very positive, 
and auto manufacturing was strong. Contacts reporting on retail 
activity noted generally healthy trends, with the holiday shopping 
season largely meeting expectations. 
 Tourism and travel spending remained solid as well. How-
ever, there was concern that rising out-of-pocket health care costs 
and higher taxes could constrain consumer activity in the future.

Optimistic, but guarded

Despite solid performance in some sectors and the positive tone 
among our business contacts, limited evidence exists to show 
that overall economic activity has broken out of the slow-growth 
track the region has been on over the last several years. Chart 
2 shows that the aggregated economic activity index for the six 

Regional Update: Off to a Good Start, Again
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Chart 2 
Aggregate Coincident Economic Activity Indicator for Sixth District States 
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Chart 3 
Payroll Employment in the Southeast
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Source: Atlanta Fed Board of Directors poll   

Chart 1 
Business Growth Outlook  

states in the Atlanta Fed’s region has hovered near a 2 percent 
year-over-year growth rate for much of 2012.
  Along those lines, what’s also missing was evidence that 
fi rms were taking concrete steps to increase payrolls beyond the 
modest pace of increase we are currently witnessing (see chart 3). 
Seasonal and part-time work was up, but hiring full-time workers 
was described as lagging. Firms remain very cost-conscious, and 
several sources noted that companies were adding employees 
only when they felt it was absolutely necessary to maintain cur-
rent operations. Recent data showed slow but steady improvement 
in regional payroll employment gains since the summer months, 
but there is clearly no signifi cant acceleration that would indicate 
a rapidly expanding economy.
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 To gauge hiring intentions heading into the new year, the 
Atlanta Fed conducted a survey in early January of business 
contacts in the Southeast. Of the 670 survey responses received, 
46 percent said they intend to increase employment over the 
next 12 months, and 42 percent intend to keep employment levels 
unchanged (see chart 4). Although these results may be seen as 
generally positive, we view them with caution because there were 
similar signals in last year’s survey—and we saw only slow job 
growth in the Southeast in 2012. 
 Responses to other questions posed in the survey confi rmed 
what we have been hearing for some time. Namely, fi rms that 
planned to add to payrolls cited a generally more optimistic sales 
outlook, and those that anticipated a more challenging sales 

outlook did not plan to add 
to their labor pool. The 
need to keep costs down 
was also a commonly 
cited reason for hiring 
restraint.
 Uncertainty regarding 
fi scal policy and the regula-
tory environment remained 
a part of the hiring decision 
process, according to our contacts. In 
addition, ambiguity surrounding health care costs appeared to 
have increased, as few employers indicated that they have a clear 
understanding of the costs associated with health care reform. 
That said, many contacts believed there has been a decrease in 
uncertainty since November. 
 On prices, the year-ahead infl ation expectations of busi-
nesses fell to 1.9 percent in February, from 1.8 percent in January, 
according to the Atlanta Fed’s most recent business infl ation 
expectations survey. Longer-term unit costs are expected to 
increase 3 percent, according to the survey. Both results suggest 
infl ation expectations among business contacts have been little 
changed over the past six months.

The bandwagon will have to wait

Given some improvement in many of the uncertainty factors tied 
to fi scal policy, strong performance in several sectors, and the 
generally positive tone of many business contacts, it appears that 
regional economic activity may accelerate. But, much like the op-
timism among our business contacts, our optimism is being held 
in check by past experience.  ❚ 
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Chart 4 
Firms’ Year-Ahead Employment Expectations  

On the Ground: An Interview with the Atlanta Fed’s Regional Executives

ES: You’ve 

been on the job 

for a couple of 

months now. 

What impres-

sions have you 

formed about the economy in your area?

Tim Smith, regional executive at the 
Atlanta Fed’s Miami Branch: My initial 
impression is that the South Florida econ-

In December, the Atlanta Fed’s Regional 
Economic Information Network said 
goodbye to two retiring regional execu-
tives: Bob Musso in the New Orleans 
Branch and Juan del Busto in the Miami 
Branch. Taking over in New Orleans 
is Adrienne Slack, and Miami’s new 
regional executive is Tim Smith, both of 
whom are longtime Atlanta Fed offi cers. 
EconSouth asked them about their new 
positions. 

omy is unique from the other parts of the 
Southeast and not especially representa-
tive of the overall U.S. economy. A strong 
dependence on travel and tourism links 
the region’s economy to other parts of the 
nation and the world.
Adrienne Slack, regional executive at 
the Atlanta Fed’s New Orleans Branch: 
The economy in the Gulf Coast region 
is driven in large part by energy and 
tourism. The changes occurring in the 
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our contacts. In 

urrounding health care costs appeared to 
w employers indicated that they have a clear 

frbatlanta.org    15

http://www.frbatlanta.org


R E I NR e g i o n a l  E c o n o m i c  I n f o r m a t i o n  N e t w o r k

Editor’s note: This part of EconSouth’s REIN section will take a 
quarterly look at the state of businesses’ infl ation expectations 
and economic conditions in the region.
 Infl ation expectations are a critical component of the infl a-
tion outlook. If an individual or business expects that prices 
will increase at a given rate, then purchasing, pricing, or wage 
decisions will refl ect this expectation, making it more likely to 
be realized. In other words, infl ation expectations tend to be self-
fulfi lling for a time. The Federal Reserve’s ability to achieve one 
aspect of its dual mandate—price stability—depends largely on 
its ability to gauge these expectations. 
 The Atlanta Fed relies on a variety of measures from 
consumer opinions, fi nancial market instruments, and select 

industry groups (such as professional forecasters and pur-
chasing managers) to arrive at an assessment of infl ation 
expectations. However, one important constituency was not 
being polled, as Fed Chairman Ben Bernanke noted in a 2007 
speech: “Information on the price expectations of businesses—
who are, after all, the price setters in the fi rst instance…is 
particularly scarce.” 
 Acting to fi ll this void, the Atlanta Fed created the business 
infl ation expectations (BIE) survey. Each month, approximately 
350 business leaders, whose industry mix represents that of the 
overall U.S. economy, are polled on their year-ahead infl ation ex-
pectations and current business conditions as well as other topics 
related to their pricing decisions. 

Business Infl ation Expectations Survey

energy industry are driving a resurgence 
in drilling activity; hence, there is healthy 
growth in associated capital investment 
and employment opportunities. Associ-
ated downstream and upstream energy-
related industries are also experiencing 
signifi cant growth. 

ES: As 2013 begins, what’s your read 

on the businesses in your area—are 

they becoming more optimistic? Are 

certain sectors showing more vitality 

than others? 
Smith: Clearly travel, tourism, and a 
strong infl ow of international investment 
were primary drivers of the economy in 
2012. These factors continue to propel the 
region’s recovery in 2013—particularly 
in the real estate sector. Strong residen-
tial sales, rapidly increasing prices for 
homes and condominiums, and dwindling 
inventories have sparked a resurgence in 
construction with several large condo-
minium projects under way in downtown 
Miami and nearby coastal areas and 
many more in the planning stages. Given 
the importance of international invest-
ment to the region, I am learning that get-
ting a good read on the outlook for South 

Florida means getting a good read on the 
economic outlook in Latin America and 
Europe. Abstracting from the positive 
impact of international investment, busi-
ness contacts generally are cautiously 
optimistic. They see upward potential, 
but they cite uncertainty and health care 
costs as headwinds constraining growth 
going forward. Business contacts on the 
west coast—where international invest-
ment is less important—also look ahead 
with constrained optimism. 
Slack: Businesses on the whole are cau-
tiously optimistic. Across sectors, many 
are engaged in merger and acquisition 
activity. Capital investment is focused on 
effi ciency gains and continuing to drive 
down corporate debt. Again, energy is 
powering the economic engine, but the 
optimism has spread to sectors such as 
manufacturing, wholesale, housing, and 
retail, to name a few.

ES: What questions are you most often 

asked when traveling in your area? 

How do you answer them? 
Smith: For many of my new contacts, 
the question on their mind seems to be: 
“What is the new guy at the Fed think-

ing about the economic outlook?” My 
explanation is generally a brief recap of 
the recent views of Atlanta Fed Presi-
dent Dennis Lockhart and my economist 
colleagues at the Atlanta Fed. I want to 
give folks I meet the sense that I’m part 
of a bigger team and, in doing so, build 
their confi dence that the Atlanta Fed’s 
perspective on the economy is based on 
information derived from our extensive 
network of contacts through the region 
along with ongoing forecasting and ana-
lytical work by our entire research staff. 
And I always try to seize the opportu-
nity to ask about the outlook for their 
businesses.
Slack: Since my time in this position 
spans late 2012 through today, as you 
might imagine, the questions I receive 
tend to refl ect the contemporary eco-
nomic issues facing business leaders. 
The questions I get most often on the 
economy include the Federal Reserve’s 
view on important economic matters, the 
impact of QE3, and low short-term inter-
est rates.  ❚ 
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BIE survey to date

The BIE survey has found year-ahead infl ation expectations to 
be fairly stable, moving between 1.7 and 2.1 percent, right around 
the Fed’s 2 percent target rate. In February, respondents indicated 
that their unit costs had risen 1.7 percent over the year, and they 
expect unit costs to increase 1.9 percent over the coming year, on 
average. Although respondents have indicated some improvement 
in sales levels and profi t margins since the BIE survey began (in 
October 2011), overall these measures remain well below normal.  
 Each month, the BIE survey asks a special question that ex-
plores factors infl uencing fi rms’ pricing decisions or other aspects 

of their business conditions. 
The February special ques-
tion sought to determine how 
often fi rms change the prices 
of their goods and/or services. 
On average, 33 percent of fi rms’ 
products and/or services change 
prices only once per year. To 
view BIE survey results as they are 
released, visit frbatlanta.org/research/
infl ationproject/bie.  ❚

Regional PMI: A Look at Regional Manufacturing

Editor’s note: This part of EconSouth’s REIN section will take a 
quarterly look at manufacturing conditions in the region.
 Manufacturing in the Southeast region continued at a moder-
ate pace through 2012 and the beginning of 2013. The Atlanta 
Fed’s contacts in this sector continued to report positive expec-
tations, led by autos and energy-related production. 
 One of the tools used by the Atlanta Fed’s research de-
partment to track manufacturing activity in the region is the 
Southeast Purchasing Managers Index (PMI). The Southeast 
PMI is produced by the Econometric Center at Kennesaw State 
University and analyzes the most current market conditions 
for the manufacturing sector in Alabama, Florida, Georgia, 
Louisiana, Mississippi, and Tennessee. The index is based on 
a survey of representatives from companies in those states re-
garding trends and activity of new orders, production, employ-
ment, supplier delivery time, and fi nished goods. A reading on 
this index above 50 represents an expansion in the manufactur-
ing sector, and a reading below 50 indicates a contraction.
 In January 2013, the Southeast PMI jumped 5.5 points to 51.9 
from the 46.4 reported in December (see the chart). This report 
offers a positive tone as the reading refl ects activity above 50, 
the benchmark for expansion. Contacts in the Southeast reported 

increases in new orders, production, 
and employment. New orders saw 

the most substantial increase, 
jumping 12.6 points from 

December to January to 
55.3. The production 
submeasure recorded a 
strong increase as well, 
up 9.1 points for Decem-

ber to 50.9 points. The employment measure rose 3.4 points to 
51.8 points. 
 One of the most encouraging aspects of the January survey 
refl ects the purchasing managers’ outlook on production expec-
tations over the next three to six months. Although this question 
is not a component of the overall PMI, this information provides 
input from those closest to the industry on what activity they 
expect in the months ahead. Of survey participants, 57 percent 
expect production to be higher in the next three to six months 
versus 47 percent from the prior survey period. This sentiment 
offers an upbeat outlook for manufacturing in the Southeast.  ❚ 
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One of Rick Tucker’s childhood memories is of riding in the back 
of a car for what seemed like an eternity on a small, two-lane 
road out of Huntsville, Alabama, to watch an air show at the 
newly built Huntsville Jetport, about 12 miles out of town. Tucker 
is now grown up and the executive director of that airport 
built in a 3,000-acre fi eld about midway between Huntsville and 
Decatur, Alabama. He has been with the organization since 1978 
and executive director since 1994, and the airport he remem-
bers from his childhood has grown into a bustling international
inland port that ranks 14th in the nation for the transport of 
international air cargo. 

With more than 1.2 million passenger boardings annually, 
in addition to its critical cargo services, Huntsville’s airport 

is considered a primary commercial service airport by 
Federal Aviation Authority (FAA) standards. A 2008 

report on the airport estimated that it had a total 
multiplied economic impact of nearly 25,000 

jobs and $942.8 million in payroll. Clearly, 
Huntsville International Airport is no fl y-

by-night operation.
 Additional fi gures from the 

report, researched and written
for the airport by Niles Schoe-

ning, emeritus professor 
of economics at the 

University of Ala-
bama in Hunts-

ville, include 
those on 

direct employment at the airport (761 jobs) and employment 
by tenants of the Jetplex Industrial Park (6,334 jobs), as well 
as employment resulting from construction projects (597 jobs)
and from commercial passengers passing through the area 
(5,314 jobs). It also looks at the total tax impact, estimated to 

million in 2008. The airport—along with an intermodalbe $241 mb $241 illi i 2008 Th i l i h i d l
d the Jetplex Industrial Park, a 4,000-acre site hostingcenter and
n 54 companies from seven countries—is collectively more than
o as the Port of Huntsville. The International Intermo-referred t
r has a customs port of entry, which means the airportdal Cente
in cargo directly from overseas, without fi rst bringing can bring 

h customs in New York, say, or Miami.it through
cymakers, aviation authorities, politicians, economic  Polic
rs, and others have long affi rmed that airports—developer
they’re general aviation airports located in rural whether t
small-hub commercial service airports like Hunts-areas, or 
commercial mega-airports like Atlanta’s Hartsfi eldville’s, or 

onal Airport, arguably the busiest airport in theInternatio
enefi t the communities where they are based because world—b
g jobs and money to the area. “In the same way thatthey bring

ne is the beating heart of an aircraft, an airport is the the engin
c growth engine for communities large and small in economic
lobal economy,” writes Randy Pope in a report ontoday’s gl
economic impact for the engineering consulting fi rmairports’ 
McDonnell. Burns & M

ic impacts of airports Economi

nited States and Southeastin the Un

nomic Impact of Commercial Airports in 2010The Econ , 
is from the Airports Council International–Northan analys
also supports this belief in the value of airports. This America, 
ncludes that the total economic output tied to 490 U.S. report con
ial airports in 2010 was $1.2 trillion. The U.S. gross commerci
product (GDP) that year was $14.5 trillion, so the domestic

f commercial airports amounted to about 8 percent of impact of 
ry’s total GDP. Similarly, the report counts 10.5 million the count

associated with commercial airports and their related workers a
—more than 7 percent of the total U.S. workforce, whichactivity—

t 139 million at the end of 2010. was about

Airports have long been recognized as hubs of economic activity, bringing jobs, 
development, vitality, and an expanding tax base to communities. Huntsville 
International Airport in Alabama is one such economic growth engine.
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tin Prosperity Institute at the University of Toronto, and two 
colleagues from Sweden’s Jönköping International Business 
School suggest that larger airports tend to be found in climates 
with warmer winters—and, incidentally, near cities with a 
vibrant arts culture. (More information on the report is below. 
In Florida’s statistical analyses, he dubs the cultural factor the 
“Bohemian Index.” He has also written a book, The Rise of the 

Creative Class, about the importance of this culture in economic 
development.)  
 The state of Florida, with its large tourism industry and its 
appeal to international visitors and investors, has the largest 
number of airports with the greatest economic impact. Georgia 
has Hartsfi eld International Airport, the busiest in the world for 
the past 15 years. An economic impact study from the Geor-

 Tables 1 and 2 lay out these numbers by category and 
source. Direct economic impacts refl ect payroll, capital 
expenditures, operating and maintenance costs, taxes, and fees 
incurred by all service providers at the airport. These providers 
include airport operators, fi xed-based operations (providing 
fuel and other support for private aircraft), air carriers, freight 
haulers, concessionaries, government installations, educational 
institutions, military facilities, fl ight schools, maintenance 
operations, and others. Multiplier impacts consider secondary 
economic benefi ts associated with the users of airport services 
(also known as indirect impacts) and the additional local 
economic impact generated specifi cally because of the airport’s 
presence, including related employment, payroll, and employer 
expenditures (also known as induced impact). 
 Charts 1 and 2 show the number of airport jobs and payrolls 
by southeastern state.
 Finally, table 3 on page 21 shows the total economic impact, 
which includes direct and indirect employment as well as multi-
plier effects, by state and for the United States as a whole.

Commercial airports in the Southeast

Two southeastern states are among the top fi ve commercial 
airports with the most economic impact. Interestingly, research 
fi ndings from economist Richard Florida, director of the Mar-

Table 1
Direct Economic Impacts of Commercial Airports in the United States

Impact 
Measure

On-Airport Capital 
Improvement 

Projects

Visitors U.S. Total

Employment 1,244,380 72,290 3,554,600 4.9 million

Payroll $58 billion $2.7 billion $79.6 billion $140.3 
billion

Output $227 billion $15.4 billion $217.5 
billion

$460.2 
billion

Source: Airports Council International—North America, The Economic Impact of Commercial Airports in 2010

Table 2
Multiplier Impacts of Commercial Airports in the United States

Impact 
Measure

On-Airport Capital 
Improvement 

Projects

Visitors U.S. Total

Employment 2,983,290 187,220 2,455,650 5,626,160

Payroll $113.2
billion

$4.3 billion $107.6
billion

$225 billion

Output $361.4 
billion

$26.3 billion $331.1 
billion

$718.8 
billion

Source: Airports Council International—North America, The Economic Impact of Commercial Airports in 2010
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gia Department of Transportation estimates that Hartsfi eld’s 
economic impact is more than 16 times larger than Georgia’s 
remaining commercial airports combined. 

Airports as economic growth engines?

Recently, some economists have peered more closely at the 
direction of the relationship between airport activity and com-
munity vibrancy. Does the presence of an airport contribute to 
the growth of its hosting metropolitan area, or does the activity 
of the metropolitan area guarantee the presence of an airport? 
Or as University of Southern California professor and economist 
Richard K. Green has stated: “Airports may be a function of, as 
well as a cause of, growth,” he said. “This is a problem of simul-
taneity, as it’s known among economists.” 
 Green undertook a careful economic analysis, controlling 
for variables that might obscure the direction of the infl uence, 
and confi rmed that airports do indeed spur growth. What he 
found, though, is that “passenger activity is a powerful predic-
tor of growth; cargo activity is not.” In other words, the more 
passenger boardings (or originations) an airport has, the likelier 
that this activity moves out into the metropolitan area. Although 
cargo activity has some infl uence, it does not have nearly as 
much as passenger activity. Green cautions that his results are 
not conclusive, but that they are statistically signifi cant enough 
that they should have some policy implications for communities 

Table 3
Total Economic Impacts

State Employment Payroll

AL 35,910 $1.2 billion

FL 1,209,580 $39.9 billion

GA 637,360 $27.1 billion

LA 72,690 $2.1 billion

MS 21,300 $0.7 billion

TN 90,590 $4.2 billion

United States 10,497,430 $365.3 billion
Source: Airports Council International—North America, The Economic Impact of Commercial Airports in 2010

considering airport projects.
 In 2012, the Martin Prosperity Institute’s Richard Florida 
and his two colleagues also took a statistical approach to look-
ing at airports and their role in economic development. Their 
results corroborate Green’s: “The effect of airports on regional 
development occurs through two channels—their capacity to 
move both people and cargo, with the former being somewhat 
more important,” they write. Florida and his coauthors also note 
that airports are likelier to be in larger metropolitan areas with 
more cultural workers (the so-called Bohemians) and “airports 
add signifi cantly to regional development measured as economic 
output per capita…and the impact of airports on regional devel-
opment depends on their size.”

Huntsville is a growing community

It is diffi cult to say whether the Huntsville airport has prompted 
growth in the region, or whether the airport has grown because 
the region has grown. Nevertheless, it has grown considerably 
since Tucker attended that airshow as a child. When he joined 
the airport in 1978, the airport had a staff of 21. The airport—
whose location has expanded from the original 3,000 acres to 
nearly 7,000—now boasts 105 employees, and its annual budget 
went from $600,000 to $23 million. 
 Huntsville International Airport just completed a fi ve-
year, $92 million capital improvement plan that culminated in 
a brand-new baggage claim. It has two parallel runways with 
enough space between them (5,000 feet) that they can operate 
independently. The longer runway can handle a Boeing 747-8 
Freighter, the newest—and largest—commercial aircraft built in 
the United States. “We are one of only 12 airports in the country 
certifi ed by the FAA to handle group VI aircraft,” Tucker noted. 
Group VI is an FAA designation of the largest class of airplanes. 
 Meanwhile, as the airport grew, so did Huntsville’s met-
ropolitan statistical area, which includes Madison County, the 
home of Huntsville, and Limestone County. In 1970, the metro 
area had a population of more than 228,000. Thirty years later, in 
2010, the population stood at almost 418,000. The 2010 fi gure, in 
fact, was a 22 percent increase from 2000’s fi gure, which made 
the metro area the second largest in the state, behind Birming-
ham and ahead of Mobile and Montgomery.
 Tucker explained that the airport has a master plan that al-
lows for an additional three parallel runways. Hartsfi eld Interna-
tional currently has fi ve. “Atlanta, as a result of those runways, 
has by some calculations become the busiest airport.” He paused 
and said, “As a result of our ability to add more runways, with 
the potential ultimately to run triple simultaneous operations, 
we say we have unlimited growth potential.”  ❚

This article was written by Nancy Condon, associate editor of EconSouth.

With more than 1.2 million passenger boardings annually, 
Huntsville’s airport is considered a primary commercial service 
airport by the Federal Aviation Authority.
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Bordering on a Boom: 
Mexico Manufacturing Builds a Future
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“Made in Mexico” may not be the most common label you see on the back 
of your television or on your cellphone—yet—but Mexico’s rapid economic growth 
is making the country a powerful contender in the global economy. 

The Economist forecasts that by the end of this decade, Mexico 
will probably be among the world’s 10 biggest economies. The 
country currently is the world’s largest exporter of fl at-screen 
televisions, BlackBerry smartphones, and refrigerators, accord-
ing to the Economist, and its automotive and aerospace indus-
tries are quickly expanding. A number of factors, both internal 
and external, are driving Mexico’s manufacturing ascendancy. 
Mexico faces a number of economic challenges, but its gains in 
a number of measures refl ect a positive, promising trend and a 
new outlook.

Mexican manufacturers multiply

Between 2001 and 2010, Mexico’s economy grew by an average 
of 1.6 percent a year, less than half the rate of Latin American 

leader Brazil (which owed its strong economic expansion in part 
to its commodity exporting to China). However, in the last two 
years, the Mexican economy has grown faster than Brazil’s, with 
Mexico’s growth rate doubling Brazil’s—4 percent to 2—in 2012 
(see chart 1).
 Manufacturing is certainly a key component of the current 
and predicted growth, and foreign demand for Mexican-
produced goods has been an important contributor to the con-
tinuing expansion of the country’s manufacturing sector. The 
value of goods exported from Mexico is roughly equal to that of 
all other Latin American countries combined. As measured by 
the vast variety and sophistication of exported products, Mex-
ico’s economy is the most complex economy in Latin America 
and the 20th most complex in the world, according to Harvard 
University’s Atlas of Economic Prosperity. (The Atlas defi nes 
“complex” as the amount of productive knowledge a country 
contains.) This complexity is one reason Mexico’s per capita 
GDP is projected to be the world’s 10th fastest growing between 
2009 and 2020.
 The most globally prominent industries in Mexico are 
medical devices, automotive, and aerospace. The auto industry 
is growing especially fast. Mexico is now the world’s fourth-
largest exporter of automobiles. In 2011, Mexican automak-
ers produced almost 2.6 million cars. That number rose to 2.9 
million in 2012 and will reach 4 million a year once facilities 
currently under construction are completed, according to the 

Economist. Seven of the 10 world’s largest auto manufactur-
ers have production facilities in Mexico. These include Honda’s 
$800 million plant in Celaya, a $550 million Volkswagen plant in 
Silao that opened in January 2013, and two plants scheduled to 
open later this year: Nissan’s $2 billion plant in Aguascalientes 
and Mazda’s $500 million plant in Salamanca. Mexico is already 
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Real GDP Growth, Mexico and Brazil 
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a strong export base for Nissan, whose Mexican facilities ship 
to the United States and more than 100 other countries around 
the globe, according to Bill Krueger, vice chairman of Nissan 
America (see chart 2).
 Additionally, more than 200 companies related to the aero-
space industry operate in Mexico, many of them in the manu-
facturing hub of Querétaro, making it the 12th-largest exporter 
of aerospace equipment. And the country is the third-largest 
exporter of medical devices.

China’s loss, Mexico’s gain

Several prominent forces have fueled Mexico’s manufacturing 
boom, including increased openness to international trade, 
China’s ongoing loss of competitiveness due to rising wages and 
appreciation of the renminbi, the availability of skilled technical 
labor, the continuing rise in international logistics and transpor-
tation costs, and the geographic proximity to the world’s largest 
market—the United States—at a time when swift responsive-
ness to market trends is vital. 
 Whereas Mexico’s economy had been an import-substitution 
manufacturing economy that depended on domestic consumers 
for business, its openness to international trade has enabled it to 

become one that also relies on 
foreign markets for growth. In 
1994, the North American Free 
Trade Agreement eliminated 
most tariffs between Mexico, 
the United States, and Canada, 
creating a continental mar-
ket for Mexican goods. Not 
surprisingly, its North Ameri-
can neighbors accounted for 

a little more than 80 percent of Mexico’s export market in 2012. 
However, that share has come down signifi cantly from the 90 
percent it was just a decade ago, as Mexico has opened itself 
to the world beyond North America. Currently, Mexico has 
free-trade agreements with 44 countries, more than any other 
nation. This openness has created preferential access for Mexico’s 
products to more than a billion potential consumers.
 Another big factor behind Mexico’s growing economic suc-
cess is the relative loss of appeal of emerging Asia, especially 
China, as the world’s manufacturing hub for global companies. 
For many years, analysts have noted that Mexican export manu-
facturing growth would be severely constrained due to competi-
tion from China. (See the story in the second-quarter 2011 issue 
of EconSouth, “Trade Strengthens Ties between China and Latin 
America.”) But now the advantage China once enjoyed because 
of lower labor costs is shrinking. Wages in China have been in-
creasing by an average of 15 percent a year over the past decade, 
compared with less than a 5 percent rise in Mexico. 
 The increase in Chinese wages for foreign manufacturers 
has been exacerbated by the 30 percent appreciation of the Chi-
nese yuan against the dollar since 2005. Mexico’s peso actually 
depreciated against U.S. currency during that period. In 2011, it 
cost $1.63 an hour to employ a manufacturing worker in China 
compared to $2.10 in Mexico, according to the HSBC. The dif-
ference represents a 60 percent drop from what it was in 2000.
 Beyond labor costs, skills are becoming increasingly impor-
tant as companies increase their reliance on robots and machines 

ECONSOUTH NOW PODCAST

Ed Skelton, an economist at the 
Federal Reserve Bank of Dallas, 
discusses Mexico’s manufacturing 
sector. On frbatlanta.org, select 
“Podcasts.”

0

1

2

3

2004 2005 2006 2007 2008 2009 2010 2011 2012

M
ill

io
ns

 o
f u

ni
ts

Vehicle production for domestic market Vehicle production for external market 

Sources: Mexican Association of the Automotive Industry, Haver Analytics 

Chart 2 
Vehicle Production in Mexico 

24    EconSouth  First Quarter  2013



that require skilled maintenance and operation. Mexico has 
skilled labor: Mexican universities offer more than 900 engineer-
ing and technology-related postgraduate programs and produce 
90,000 engineering and technology graduates each year. For 
example, a recent Migration Policy Institute report notes that the 
Mexican state of Chihuahua, a leading manufacturing cluster, is 
also home to 10 technical institutions that supply manufacturers 
with at least 1,000 graduates annually. As a result, foreign com-
panies are setting up design and engineering centers, as well as 
research-and-development centers, in the area.
 The price of oil has more than tripled since the turn of the 
century, adding signifi cantly to the rising costs of transportation 
and logistics. For companies that produce for the U.S. market, 
Mexico has become a more attractive manufacturing base than 
Asia. 
 Overall, according to the Economist, the combined effects 
of currency movements relative to the U.S. dollar, rising wages 
in Asia, and increasing logistics costs have made Mexico the 
cheapest place in the world to manufacture goods for export to 
the United States—cheaper than China, India, and Vietnam.
 Finally, travel time matters. A container can take several 

Dr. Robert Pastor, director of American University’s Center for 
North American Studies and author of The North American 
Vision, addressed the manufacturing of American automobiles: 
“Our cars are not American cars, they’re North American cars,” 
he said. “They’re made in all three countries right now.”
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Production Coming Back 
Ashore?
Reshoring. Onshoring. Insourcing. These are some terms 
coined by analysts and journalists that describe a nascent 
but quickly developing trend in manufacturing—bringing 
production from emerging economies back to developed 
countries. Mexico has begun to benefi t from the reshoring 
phenomenon. So has the United States.
 Some of the factors that have made Mexico attractive 
to foreign manufacturers also explain the growing appeal 
of shifting production back to the United States (or choos-
ing to expand production here instead of chasing lower 
labor costs in other countries). These forces include rising 
wages in China and elsewhere in emerging Asia, increased 
transportation costs, and the need to reduce delivery time 
to respond quickly to customers’ fast-changing needs and 
wants.
 Some factors are more U.S.-specifi c. The most im-
portant of these is the rapidly rising productivity of U.S. 
workers, which means that labor costs’ share of the total 
cost of fi nished goods has been shrinking signifi cantly. 
Between 1996 and 2009, manufacturing productivity in the 
United States rose a cumulative 69 percent, according to 
the Financial Times. To compare, Germany’s productiv-
ity managed to grow only 17 percent over the same period. 
For many companies, the lower wages offered outside the 
United States do not end up saving them much money.  
 In addition, many U.S. businesses, especially those 
that produce complex, high-technology products, have 
come to realize that innovation suffers from geographi-
cally separating their research-and-development functions 
and production. 
 Unfortunately, returning production to the United 
States does not mean recovering all the manufactur-
ing jobs that were lost to offshoring. According to Don 
Sabbarese, an economics professor at Kennesaw State 
University, many of the manufacturing jobs that will re-
turn to the United States will be in industries that require 
fewer people. However, although manufacturing itself 
might employ fewer people than before, the supply chains 
that follow manufacturing production will be creating 
new jobs. Moreover, the rapidly rising productivity of U.S. 
manufacturing workers means that they should continue 
to be paid better than those in the service sector of the 
U.S. economy.  ❚

months to travel by ship from China to the United States com-
pared with a few days’ drive from Mexico. According to Nissan’s 
Krueger, having a factory in Mexico shortens the loop between 
the points of supply and demand, and that shorter loop allows 
companies to be more responsive to the rapidly changing mar-
ketplace. Moreover, in terms of production, companies based in 
the United States are no more than two time zones away from 
Mexican plants, allowing for fast and easy communications 
between design and production facilities.
 Other factors that have driven the rise of Mexico’s manufac-
turing sector include the large amount of foreign direct invest-
ment, government’s support to foreign investors, and improved 
overall macroeconomic performance (including low infl ation). 
For example, U.S. investment in manufacturing within Mexico 
rose to $30 billion in 2011 from less than $19 billion in 2002. Ac-
cording to the World Economic Forum’s global competitiveness 
report, in 2011–12, Mexico was ranked 36th in terms of strength 
of investor protections (out of 142 countries) and 39th in terms 
of macroeconomic environment.

The promise of the North American economy

In a 2012 interview with the Atlanta Fed, Robert Pastor, the 
founder and director of the Center for North American Studies 
at American University, said, “When we buy a car in the United 
States, we no longer buy an American car. We buy a North 
American car.” According to Pastor, auto parts on average have 
to cross U.S. borders at least seven times. 
 The HSBC projects that in just six years the United States 
will be more dependent on imports from Mexico than from any 
other country. What’s important to note, though, is that 40 per-
cent of our imports from Mexico represent goods that originated 
in the United States and were sent to Mexico for manufactur-
ing. In fact, 13 percent of all our manufacturing exports go to 
Mexico. (See the sidebar.)
 There’s a long way to go, however, in terms of reducing 
trade barriers and achieving economic integration. The journey 
needs to continue if North America wants to outperform the 
economies of East Asia and Europe. As Pastor points out, we 
should “realize that our neighbors should no longer be thought of 
as foreigners, but as partners.”  ❚

This article was written by Galina Alexeenko, director of the Atlanta 

Fed’s Regional Economic Information Network at the Nashville Branch, 

and Ed English, a staff writer for EconSouth, with contributions from 

Stephen Kay, senior economist and coordinator of the Atlanta Fed’s 

Americas Center.
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fo
llo

w 
up W ith this issue of EconSouth, we 

are launching a new feature 
called “Follow Up,” which revisits 

stories the magazine has covered in 
past issues. We’ll bring those stories up 
to date with new information that may 
place these articles in a new context or 
a different light, so you can draw your 
own conclusions about how time and 
circumstances reshape issues about the 
economy.
 We kick off this feature with an up-
date of a 2004 article titled “Hurricanes 
Raise Questions about Florida’s Out-
look.” Since this story appeared, Hurri-
cane Katrina left the Gulf Coast in ruins 
and became the storm of the new millen-
nium. Our follow-up looks briefl y at the 
natural disasters that have plagued the 
region—from Katrina and other hurri-
canes (Dennis, Rita, and Wilma) to the 
tornadoes that ripped through Tuscaloosa, 
Alabama, in 2011 and, more recently, the 
tornado that struck Adairsville, Georgia. 
Each of these weather events had a 
signifi cant economic impact on the com-
munities at the center of their fury and 
on the Southeast region as a whole.
 In 2006, on the one-year anniver-
sary of Katrina, we wrote, “According 
to the U.S. Bureau of Labor Statistics’ 
(BLS) Establishment Survey, Louisiana’s 
payroll employment [declined dramati-
cally] with a net loss of just over 240,300 
jobs.” We also noted, “With many insur-
ance companies either pulling out of 
these hurricane-prone markets or rais-
ing premiums, people who own homes 
and businesses along the Alabama, Loui-
siana, and Mississippi coasts and across 
all of Florida face substantially higher 

premiums and deductibles. These devel-
opments cloud the outlook for economic 
activity and rebuilding in these areas.”
 In 2011, the country saw a devastat-
ing wave of tornadoes. Hardest hit in the 
Southeast was Tuscaloosa, Alabama. 
EconSouth noted in 2012 that “the 
Southeast was hit by a destructive wave 
of tornadoes in one of the deadliest 
series of storms since at least 1950. Ala-
bama was hit the hardest, with nearly 
250 deaths, more than 2,400 people 
injured, and an estimated $1.1 billion in 
property damage.”
 Mother Nature has the very real 
ability to infl ict immense damage on our 
economy, and as we recover from the 
Great Recession—a manmade eco-
nomic event—it seems safe to say the 
Southeast economy may continue to be 
affected by the weather.

EconSouth will follow up next 
quarter with updates on Intercontinen-
talExchange (ICE), which we featured 
in an article in 2007, and on the issues 
surrounding ethanol discussed in an 
article in 2006. Both topics are at the top 
of news tickers in 2013.  ❚

In the fi rst quarter of 2012, EconSouth 
looked at the toll—economic as well 
as human—of tornadoes that struck 
Alabama in 2011.
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}3.7
Amount, in trillions of dollars, of 
online transactions in the United 
States in 2008
Source: U.S. Department of Commerce
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}27.3
Percent of Georgia households 
owning a cat in 2011
Source: American Veterinary 

Medical Association. Nationally, 

Georgia ranks 46th among states for 

cat ownership. Vermont is the top 

cat-owning state, with 49.5 percent 

of households owning a cat; Utah is 

last at 24.6 percent.

1886
Year that Martha Washington—the fi rst and 
only woman to appear on the face of U.S. 
currency—was depicted on the $1 silver 
certifi cate 
Source: U.S. Bureau of Engraving and Printing

}
1.2
Amount, in trillions of dollars, 
of the economic impact of U.S. 
commercial airports in 2010
Source: Airports Council International, 

as cited in EconSouth’s article, 

“Airports Soar Ahead”
}

2.9
Number, in millions, of 
automobiles produced 
in Mexico in 2012
Source: The Economist, as 

cited in EconSouth’s article, 

“Bordering on a Boom: 

Mexico Manufacturing 

Builds a Future”

13
Amount, in billions of 
dollars, of aerospace 
exports from the 
Southeast in 2011
Source: U.S. Department 

of Commerce, as cited in 

EconSouth’s article, 

“Despite Turbulence, 

Southern Aerospace 

Poised for Take-Off”

2.1
Amount, in trillions 
of dollars, of U.S. 
exports in 2011
Source: U.S. Department 

of Commerce

frbatlanta.org    29

http://www.frbatlanta.org


Like the aircraft themselves, work in the aircraft industry 
today (at Lockheed Martin, above) has come a long way. At 
right, an airplane motor is loaded onto a truck at Gunter 
Field in Alabama (near Montgomery) in March 1943, des-
tined for repairs in Macon, Georgia.
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