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Trade and Prosperity in the States: The Case of Georgia

Tori K. Whiting

I nternational trade and investment support more than
a half-million jobs in Georgia, and the state is the
12th-largest exporterin the United States. Unlike many
other states, nearly half of Georgian jobs supported by
trade are due to foreign direct investment (FDI). The key
export industries in Georgia are aerospace and space-
craft,as well as transportation services. The providers
of these exports rely on access to intermediate goods
from around the world to remain competitive,and more
than 60 percent of Georgia’s imports from Canada and
Mexico in 2016 were intermediate goods.

Georgia’s congressional delegation has increased its
often-bipartisan support for free trade in recent years.
In 1993, five of the six votes cast in favor of the North
American Free Trade Agreement (NAFTA) were from
Democrats. Georgia’s Senators both voted in favor of
NAFTA, and that unanimous support for trade agree-
ments has remained firm over the years. The most recent
votes cast by House Members from Georgia, however,
fell mostly along party lines, except for the U.S.-Panama
FTA,which received support from all but three Members.

The congressional delegation from Georgia will
likely have the opportunity to vote on the renegotiat-
ed NAFTA and advise the Trump Administration as it
negotiates several new trade agreements. When doing
so, these Members should keep in mind that the pur-
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pose of a trade agreement is to ease and facilitate the
freedom of Americans to buy and sell around the world,
not to erect new barriers to manage trade flows. Ulti-
mately, the easiest way to achieve this goal is by unilat-
erallylowering tariffs, notby imposing newbarriers, as
the Trump Administration has done throughout 2018.

Georgia Ranked 12th for Exports

In 2017, Georgia’s goods exports were valued at
roughly $37.2 billion. Over 85 percent of the 14,000
companies that export from Georgia were small and
medium-sized businesses. In 2016, Georgia’s goods
exports supported nearly 182,000 jobs, 93 percent of
which were in manufacturing.! In the services sector,
Georgia’s exports grew by 95 percent between 2006
and 2016, from $11 billion to $21 billion, supporting
over 130,000 jobs.? This services trade growth is a
representation of the broader direction of trade in
the U.S. While goods trade continues to grow, ser-
vices are becoming vital to the economy.

As shown in Chart 1, Georgia’s top export indus-
try is transportation equipment, valued at $9.8 bil-
lion. This industry accounts for 26 percent of Geor-
gia’s entire goods export market. The remaining
largest categories include machinery ($4.2 billion),
chemicals ($3.4 billion), paper ($3.3 billion), and
computer and electronic products ($2.7 billion).?

Georgia’s largest export markets are Canada and
Mexico, with Georgian exports totaling $6.2 billion
and $3.6 billion, respectively. These two nations, com-
prising over a quarter of all of Georgia’s goods exports,
are some of the United States’ leading trade partners
and parties to NAFTA. Besides Canada and Mexico,
Georgia’s top five export markets include China ($2.8
billion), Germany ($1.8 billion), and Singapore ($1.4
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CHART 1

Georgia’s Leading Exports in 2017

EXPORT INDUSTRIES, IN BILLIONS

Transportation Equipment  $9.8
Machinery $4.2

Chemicals  $3.4

Paper $3.3

Computers and Electronics  $2.7

EXPORT MARKETS, IN BILLIONS

Canada $6.2
Mexico $3.6
China $2.8
Germany $1.9
Singapore  $1.4

SOURCE: International Trade Administration, “Georgia Exports, Jobs, and Foreign Investment,”

http:/www.trade.gov/mas/ian/statereports/states/ga.pdf (accessed November 9, 2018).
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billion). In 2017, around 41 percent of Georgia exports
went to countries with which the U.S. has an FTA.*

Aerospace and Transportation Services
Exports Lead in Georgia

Georgia’s annual export values make it the 12th-
largest exporting state; and when those numbers are
combined with imports (or total trade), Georgia is the
eighth-largest trade state in the U.S.> The primary sub-
sector of transportation equipment exports from Geor-
gia is aerospace and spacecraft. In 2017, exports from
this subsector were valued at $6.8 billion.® According
to the Georgia Department of Economic Development,
the state also “[leads] the nation in the export of chemi-
cal woodpulp, Kraft paper and paperboard, poultry,
kaolin and carpets.”” Another primary export sector is
transportation services, valued at $5.6 billion in 2016.®

Georgia Is a Top Importing State

For Georgia’s 14,000 exporting companies, foreign-
owned businesses, and consumers, competitively priced
goods, sourced domestically or internationally, are cru-
cial for economic prosperity. In 2017, Georgia imported
more than $91 billion in goods, making it the seventh-
largest import state in the U.S.° In 2017, Georgia’s top
three import markets were China, Germany, and Mexi-
co, and more than 60 percent of Georgia’simports from
Canadaand Mexico in 2016 were intermediate goods.'

Trump’s Tariffs Are Hurting Georgia

Since January 2018, President Donald Trump has
imposed tariffs on more than $350 billion of imports
from around the world, representing roughly 12 per-
cent of U.S. imports." More than $250 billion of those
importsare from China, and the President has stated his
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willingness to impose tariffs on all remaining imports
from China (valued at roughly $260 billion).!? There
are also threats looming of tariffs on automobiles and
automobile parts, a more than $700 billion industry.'

The various tariffs are already impacting Georgian
businesses, including local pecan farmer R. G. Lamar.
Lamar usually sells more than half of his pecans to
customers in China, but during the ongoing trade war,
Chinaincreased its tariffs on pecans from 7 percent to
47 percent.”* This move results in the price of Lamar’s
pecansincreasingin China, making themless attractive
to Chinese customers. Another company, Regal Marine
Industries, “employs 750 people at its headquarters in
Orlando, Florida, and in Valdosta, Georgia, from factory
technicians to engineers to office staff.”"® The increased
price of domestic and imported steel and aluminum as a
result of the tariffs has caused Regal Marine Industries
to consider laying off some of its employees in Georgia.

A recent report by Trade Partnership estimates
that if President Trump ends up imposing tariffs of
25 percent on automobiles and automobile parts fol-
lowing an investigation by the Department of Com-
merce, the result would be a net loss of 157,000 jobs
in the U.S.*% The report also estimates that tariffs
would “increase prices of both imported vehicles and
U.S.-made vehicles with foreign components.”” The
effects of this threat are already causing uncertainty
for Kia Motors, a South Korean car company look-
ing to open a plant in West Point, Georgia.’® In a let-

ter to the Commerce Department, Kia stated that the
potential tariffs

almost certainly would resultin asignificant reduc-
tion in the number of U.S. workers employed in well-
paying manufacturingjobs at Kia’s Georgia factory,
aswell asin the hundreds of Kia dealerships around

the country whose service centers rely on imported

auto parts. Further, it would also impact Kia’s U.S.
suppliers, resulting in additional losses of well-pay-
ing manufacturing jobs in and around Georgia."”

The new tariffs vary in rate, but the overall effect
hasbeen consistent: increased prices for both import-
ed and domestic products covered by the tariffs. It is
time for them to go before the negative impacts on
Georgia, and the rest of the country, get worse.

Foreign Direct Investment Creates Jobs

In addition to exports, FDI significantly benefits
the economy and helps to create jobs. Roughly 227,000
Georgians were employed by foreign-owned compa-
nies in 2015, accounting for 6 percent of all private-
sector employment, and 35 percent of manufacturing
employment.?° As shown in Chart 2, Georgia’s top five
sources of FDI employment represent half of all FDI
jobs in the state: the United Kingdom (31,900 jobs),
Japan (31,200 jobs), Canada (25,700 jobs), Germany
(24,000 jobs), and the Netherlands (19,700 jobs).%
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CHART 2

Georgia’s Top Five Sources of
Foreign Investment Jobs

COUNTRY 2015 EMPLOYEES (PRELIMINARY)

United Kingdom 31,900
Japan 31,200
Canada 25,700
Germany 24,000
The Netherlands 19,700

SOURCE: Bureau of Economic Analysis, “Activities of U.S.
Affiliates of Foreign Multinational Enterprises: Preliminary
2015 Statistics,” https:/bea.gov/international/fdius2015_
preliminary.htm (accessed November 9, 2018).
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There are countless examples of foreign investment
creating jobs for Georgians in a variety of industries,
including manufacturing and IT services. In 2017,
Kamstrup, aDanish manufacturer of energy and water
meters, established its North American headquarters
in Roswell, Georgia.?? The investment by Kamstrup
created 52 new jobs and will help the company to grow
its operations in the U.S.?® Lars Bo Kristensen, chief
executive officer of Kamstrup, explained that the com-
pany “[sees] an increasing need and interest for intel-
ligent and accurate water metering solutions for the
water utilities” in the U.S,, and that “the individual
consumer has an increased focus on the usage.”**

Last year, Tech Mahindra, a leading Indian tech-
nology firm that already employed roughly 500 peo-
pleinits Atlantaheadquarters, announced that it had
hired an additional 100 employees.?® An official from
the company stated that “getting access to the right
kind of talents is key to the success of this strategy
and we are so thrilled that we could source so much

CHART 3
Georgia Private-Sector
Employment
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SOURCES: Bureau of Labor Statistics, “State and Metro Area
Employment, Hours, & Earnings,” https:/www.bls.gov/sae/
(accessed November 8, 2018).
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qualified local talent from the Atlanta area.”?® Tech
Mahindra also has operations in 18 other states and
more than two dozen cities, employing “over 2,000
U.S. citizens [and] actively recruiting from leading
universities across North America.”*”

Trade and Jobs

Critics of free trade, especially trade with China,
often claim that America has lost thousands of jobs
because of its openness. The Economic Policy Insti-
tute claimed in a report that 93,700 jobs in the state
of Georgia were “lost or displaced by the goods trade

22. "Kamstrup Locates North American Headquarters in Roswell, Georgia,” Area Development, September 21, 2017, http://www.areadevelopment.
com/newsltems/9-21-2017/kamstrup-headquarters-roswell-georgia.shtml (accessed November 8, 2018).
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25. Tech2, “Tech Mahindra Hires 100 Full-Time IT Employees in North America,” October 5, 2017, https:/www.firstpost.com/tech/news-
analysis/tech-mahindra-hires-100-full-time-it-employees-in-north-america-4113547.html (accessed November 8, 2018).
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CHART 4
How Georgia Voted on Trade Agreements Votes For Against
U.S. HOUSE OF REPRESENTATIVES U.S. SENATE

Trade Agreement All Members Georgia All Members Georgia
NAFTA 1993 234 200 6 5 ) 38 2 0
WTO 1994 288 146 6 5 76 24 2 0
China PNTR* 2000 237 197 4 7 83 15 2 0
CAFTA-DR** 2005 217 215 6 7 55 45 2 0
Colombia 2011 262 167 8 5 66 33 2 0
Korea 2011 278 151 8 5 83 15 2 0
Panama 2011 300 129 10 3 77 22 2 0

* Permanent normal trade relations
** Central America-Dominican Republic FTA

NOTE: Redistricting in 2005 and 2010 increased the number of House seats in Georgia from 11 to 13 and 14 seats, respectively.
SOURCE: Govtrack.us, https:/www.govtrack.us/ (accessed November 9, 2018).
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deficit with China between 2001 and 2013.”2% A fun-
damental aspect of trade, and any other driver of
competition and innovation in an economy, is cre-
ative destruction. This means that, yes, trade can
result in elimination of some jobs in less-efficient
sectors—while new jobs are created in more-efficient
sectors. Technological advancements typically have
similar effects.

Itis crucial, however, to make clear that there has
been no net job loss in Georgia, or in the U.S. more
broadly, due to trade with China or any other country.
In fact, Chart 3 shows that private-sector employ-
ment in Georgia increased by nearly 1.3 million jobs
between 1990 and 2017, despite the U.S. entering
NAFTA in 1994 and China joining the World Trade
Organization in 2001.* Any claims otherwise fail to
look at full datasets and choose to focus on a period
of time where the United States was experiencing
an economic situation that was the consequence of
many factors, not simply trade.

Support for FTAs
Chart 4 shows that Georgia’s congressional del-

egation has increased its support for free trade in
recent years. In 1993, support for NAFTA was split
almost in half, and five of the six votes cast in favor of
the agreement were from Democrats. Georgia’s Sen-
ators both voted in favor of NAFTA and that unani-
mous, and often bipartisan, support for trade agree-
ments has remained firm over the years. The most
recent votes cast by House Members from Georgia,
however, fell mostly along party lines, except for the
U.S.-Panama FTA, which received support from all
but three Members.

The new Congress will likely have the opportu-
nity to decide the fate of several new trade agree-
ments, including the renegotiated NAFTA, called
the U.S.-Mexico-Canada Agreement. The Trump
Administration also notified Congress of its intent to
negotiate trade agreements with Japan, the Europe-
an Union, and the United Kingdom earlier this year.
These negotiations will take time, but Georgia’s del-
egation is positioned to play a vital role in the process,
given that Senator Johnny Isakson (R-GA) sits on
the Senate Finance Committee, which has jurisdic-
tion over trade matters.

28. Robert E. Scott and Will Kimball, “China Trade, Outsourcing and Jobs,” Economic Policy Institute Briefing Paper No. 385, December 11, 2014,
https://www.epi.org/files/2014/bp385-china-trade-deficit.pdf (accessed November 8, 2018).
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Conclusion

The near future for Georgia seems bright, as the
make-up of the congressional delegation will be very
similar to that of 2011. The benefits of trade for Geor-
giaare undeniable, and the growing support for trade
agreements over time by the delegation indicates
that Members recognize these benefits.

Members should keep in mind that the purpose of
atrade agreementistoease and facilitate the freedom
of Americans to buy and sell around the world, not to
erect new barriers to manage trade flows. It is cru-
cial that Georgia’s congressional delegation advises
the Trump Administration based on this purpose as
it negotiates new trade agreements, as well as urges
President Trump to eliminate the harmful tariffs
that have been imposed throughout 2018.
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