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Introduction

As with many states, Georgia has historically had areas of high poverty among its
counties. In Georgia, and in the Southeast, counties with high poverty levels have been
labeled “black belt” counties. This paper dissects the economies of black belt counties
and compares them with non-black belt counties. The main thesis of this paper is to
determine the ability of black belt counties to be economically competitive.

Data

For purposes of this paper, the black belt counties are as defined by The Black
Belt Data Book (Wimberley, Morris and Woolley). The Black Belt Data Book lists
counties by percentage of total population in poverty. Georgia counties with a percent of
total population in poverty of over twenty percent were included in this analysis. The
counties included are shown in red in the following map.

Map 1: Georgia Black Belt Counties
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Methods

Many methods exist for examining the structure and competitiveness of regions
and counties. Two such methods will be implemented in this paper. The first method
breaks the local economy into sectors. This can be done by sales and by employment.
This method also addresses the issue of productivity, manufacturing mix, and agriculture.
The second method examines receipts to households by their sources.

Input-output models allow for both analyses to occur. The input-output model
software called IMPLAN (IMpact Analysis for PLANning) was used for this report.
Input-output models are designed to illustrate the flow of money throughout the
economy. These models show the market value of goods and services exchanged by
industries to produce a final good. IMPLAN expands on input-output modeling by
including the Social Accounting Matrix (SAM). The SAM builds dimension into the
model on two levels. First, the SAM includes the market value between both industrial
and non-industrial groups (households, government, investment and trade). Second, the
SAM includes non-market valued exchanges, such as those between government and
households.

Several IMPLAN models were developed using 1999 data, the most current
available. Each black belt county was modeled to allow analysis of individual
economies. The black belt counties were also modeled as a group to allow for ease of
comparisons. Finally, the non-belt counties were modeled as a group.

Sector Analysis

As mentioned above, IMPLAN has a basic input-output structure as its main
component. This input-output structure traces flows of dollars among industries. The
industrial classification used in IMPLAN follows the Standard Industrial Classification
(SIC) scheme. Thus, industries can be grouped together into sectors. Each sector
contains a multitude of closely related industries.

IMPLAN has ten major sectors; agriculture, mining, construction, manufacturing,
TCPU (transportation, communications and utilities), trade, FIRE (finance, insurance and
real estate), services, government and other. The agricultural sector contains all
production agriculture, forestry and services related to agriculture and forestry. It does
not include manufacturing related to agriculture, such as milk processing. Many
manufacturing activities rely on agricultural production in order to exist in the state. The
mining sector includes all activities related to mining. Construction includes the building
of new structures, but does not include all maintenance and repair activities. Some
maintenance and repair is included in services. Manufacturing contains all activities
related to manufacturing and has the most industries in the IMPLAN model. TCPU
stands for transportation, communication and utilities. This includes items like telephone
companies, utility companies and railroads. The trade sector is comprised of wholesale
and retail trade, which includes restaurants and grocery stores. FIRE represents finance,
insurance and real estate. Services are all items that are typically considered service
oriented, such as hotels, car repairs and health services. The government sector includes



both federal and state/local government. Finally, the other category exists to help balance
the model with inventory adjustments and other items.

IMPLAN can categorize both output and employment data by these sectors for
each economy. Thus, this paper will examine how output and employment differ in the
two groups of counties. This paper will then add employment compensation data to
examine productivity and wages.

Output

The first measure considered is output, which is the value of all goods and
services produced in the area of analysis. Total output for the black belt counties is $52.7
million dollars. This translates into a per capita value of approximately $41,000. Per
square mile, this is equivalent to $1.8 million. Total output for the non-belt counties is
$417.2 million. This translates into a per capita value of $62,000. Output per square
mile equals $14.2 million.

Chart 1: Output per Capita and per Square Mile, Georgia
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Chart 2 shows the percentage value of output from each sector in the black belt
economies. Manufacturing provides the largest percentage of output in the counties,
followed by services and trade.

Chart 2: Black Belt Output

Other

01% Agriculture

Government 6.0%

9.6%

Mining
1.7%
Construction

7.1%

Services
12.7%
FIRE
8.4% Manufacturing

Trade | TCPU 36.8%
10.8%  6.9%




Chart 3 illustrates the same information as chart 2, but for the non-black belt
counties. Manufacturing is the largest contributor to the economy, followed by services
and trade.

Chart 3: Non Belt Output
Agriculture Mining
Oth
0 1;: 1.0% 0.1%Construction

7.8%
Government
Services 7.4%

18.1% Manufacturing
24.4%
FIRE
0,
13.8% Trade TCPU

15.2% 12.1%

Several interesting conclusions can be drawn from a comparison of the data and
the two pie charts. First, both groups of counties have manufacturing, services and trade
as their three biggest economic sectors in terms of output. However, the shares of the
economy held by these sectors are different. In black belt counties, manufacturing
accounts for a larger share of total output than in the non-belt counties. Second,
manufacturing and agriculture show dramatic differences in share of total output. Next,
on both a per capita and per square mile basis, the black belt counties are significantly
lower in terms of output. Fourth, the economy of the non-belt counties is more
diversified with a service orientation.

Employment

The second measure used is employment. Total employment in the black belt
counties is 664,066. This means that roughly fifty-two percent of the total population is
employed in the region. There are 23 employees per square mile.

Chart 4 shows employment by sector in the black belt counties. It is immediately
clear that although manufacturing contributes 37% of total output, it only employs 17.8%
of the workers in the counties. Trade and services are tied as the largest sectors of
employment in the belt counties.



Chart 4: Black Belt Employment
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Employment in the non-belt counties is 4.2 million people. Thus, sixty-two
percent of the total population is employed in the non-belt counties. There are 142
employed persons per square mile.

Employment by sector in the non-belt counties is the focus of chart 5. The trend
of manufacturing having a lower percentage of employment than output is true in these
counties too. Service becomes the largest sector of employment, followed by trade.

Chart 5: Non Belt Employment
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A comparison of the two employment pie charts reveals several items. Both
groups of counties have lower percentages of workers in manufacturing than they do
output in that sector. This suggests that manufacturing is more productive per worker
than other sectors. Services and trade become major employers in both groups of
counties. Government also becomes a larger portion of the pie in the employment
graphs.

These observations raise many issues surrounding output and employment in both
sets of counties. A major question is the role of manufacturing in the economy. Clearly,
employees in manufacturing sectors are more productive than other sectors if they can
produce more output with fewer employees. This observation raises speculation
regarding output per worker across sectors and across groups of counties. Another major
issue is the composition of manufacturing. A comparison of the types of industries in
each county group may reveal differences in the competitive nature of the groups.
Finally, the role of agriculture is in question. The next sections of this paper will attempt
to answer these areas of speculation.

Output per Worker

Chart 6 graphs output per worker in each of the sectors in both the belt and non-
belt counties. Total output per worker in the black belt counties is $79,000, while output
per worker in the non-belt counties is $100,000. Output per worker is essentially equal in
agriculture. The belt counties are more productive than the non-belt counties in mining.
However, in every other sector, the non-belt counties have higher output per worker.

Chart 6: Output per Worker by Sector, Georgia 1999
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Output per worker can be considered as one measure of productivity.
Productivity in turn, can be viewed as a measure of competitiveness. Higher productivity
usually indicates a more efficient use of the factors of production; land, labor and capital.

Manufacturing Mix

Earlier analysis in this paper shows that manufacturing is a larger component of
the black belt’s total output, but that output per worker is lower in the belt counties than
the non-belt counties. Thus, it is logical to wonder about the composition of the
manufacturing industry in both the belt and non-belt counties.

Chart 7 shows the mix of industries in the manufacturing sector for the black belt
counties. In this chart, the industries are grouped at the 2-digit SIC level. This allows for
more detailed analysis of the types of manufacturing companies in the black belt
counties.

Chart 7: Manufacturing Mix, Black Belt Counties,
Georgia 1999
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According to the chart, food processing and wood products are the two biggest
manufacturing industries in terms of output for the black belt counties.



Chart 8 illustrates the mix of manufacturing industries by output in the non-black
belt counties. In these counties, food processing and transportation equipment produce
the largest shares of total output.

Chart 8: Manufacturing Mix, Non-Black Belt
Counties, Georgia 1999
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Agriculture

The percent contributed by agriculture to total output changed fairly dramatically
from the black belt counties to the non-belt counties. Since many of the counties
classified in the black belt are rural, South Georgia counties, it is not surprising that
agriculture plays a larger role in the economy of these counties. However, it is not clear
what role agriculture plays in contributing to competitiveness.

Output per worker was used earlier as a measure of productivity because it alludes
to the effectiveness of the use of land, labor and capital. Of these factors of production,
only land is not mobile. In other words, labor and capital can be adjusted by policy
decisions and other activities. Land cannot. Thus, it would be remiss not to explore the
value of agricultural production from the black belt counties versus non-belt counties.



Map 2: Farm Gate Value Per Acre, Georgia 2000
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Map 2 shows farm gate value per acre in each county in Georgia. Counties
classified as black belt tend to be the same counties with low farm gate value per acre.
Conversely, counties with high farm gate value per acre are mainly those not in the belt.
Counties with high values per acre tend to those with high value per acre commodities,
such as poultry and vegetable production. Charts 9 and 10 display the break down of
farm gate income by major category. The belt counties have higher concentrations of

crops and forestry, which are typically low value per acre enterprises.

Chart 9: Farm Gate Value by Category, Belt
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Chart 10: Farm Gate Value by Category, Non-Belt
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Compensation per Worker

This paper has explored sources of output and employment. It has considered
productivity issues and looked at the mix of manufacturing companies and the role of
agriculture. However, the sector analysis is not complete without a discussion of
compensation per worker.

Compensation per worker by sector is shown in chart 11. Total compensation per
worker in the belt counties is $24,000. Compensation per worker in non-belt counties is
$33,000. Non-belt counties receive higher compensation per worker in every sector
except mining. One conclusion is that employees are being compensated for higher
output per worker with higher pay.

It is important to note that employee compensation here is defined as wages and
benefits. Self-employment income is not included in this definition. Thus, lower
averages of compensation may be noted in areas such as agriculture. There are more
part-time workers, thus lower values per person, in agriculture. This combined with the
fact that many agricultural producers claim their income as self-employment income,
explains the relatively low value of agricultural compensation per worker.
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Chart 11: Compensation per Worker
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Household Receipts

Having completed sector analysis using basic input-output theory, one can now
advance another step by using the Social Accounting Matrix (SAM). To review, the
SAM adds dimension to an input-output model by adding flows between industrial and
non-industrial sources and by adding non-market values for good and services
exchanged.

The SAM in IMPLAN essentially has thirteen components to trace dollar flows.
These are; industry, commodity, employee compensation, proprietary income, other
property income, indirect business taxes, households, federal government, state/local
government, enterprises (corporations), capital, inventory, and trade.

Since the SAM is designed to illustrate the exchange of monetary value
throughout the economy, the matrix itself has both rows and columns. The rows show
receipts to a sector (say households) from the other sectors. The columns show the
expenditures by one sector (say employee compensation) to another (households).

While the SAM itself is interesting, for purposes of this paper, the focus will be
on the household row. This will reveal the amount of dollars transferred to households
from the other sectors. Some interpretation of the sectors will be needed. Wages and
benefits (employee compensation) represent dollars provided to households as payment
for work. However, compensation for self-employment is part of the proprietary income
category. Property income includes monies received at households from the ownership
of property, like rents and dividends. Households do not receive indirect business taxes
as this sector captures taxes. Receipts to households from households include household
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payments of interest to other households, such as personal notes, contracts for deed and
other inter-household loans. The federal government essentially makes two types of
payments to households; interest payments and transfer payments. Interest payments
cover dollars returned to holders of government bonds and other securities. Social
security, veterans benefits, food stamps, direct relief, earned income credit, and aid to
students are among the transfer payments. State and local governments also make
interest and transfer payments to households. Interest payments are mainly for bond
holders. Transfer payments are mostly comprised of welfare payments and
unemployment compensation. Receipts to households from enterprises are entirely from
dividend income, or the distribution of corporate profits. Capital represents dis-savings
or withdrawals of capital by households to support their consumption. Households have
no inventory adjustments. Trade receipts to households include the value of goods and
services exchanged across state and federal boundaries.

Total

Total receipts to black belt households were $32.9 million in 1999. The break
down of these receipts by source is shown in chart 12. Wages and benefits provide the
largest source of income to households. Enterprises (corporate dividends) provide the
second biggest portion of receipts, followed by the federal government.

Chart 12: Household Receipts by Source, Black Belt
Counties, Georgia 1999
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Non-belt households received $205.5 million in receipts. Chart 13 graphs the
amount of receipts by source for non-belt counties. Wages and benefits comprise over
half of receipts by households. Federal government and capital make up the next two
highest categories.
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Chart 13: Household Receipts by Source, Non Black Belt
Counties, Georgia 1999
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In comparing the two pie charts on household receipts, two things immediately
stand out. First, households in non-belt counties receive a large amount of their income
from wages and benefits. Second, households in belt counties receive more of their
income from enterprises (corporate profits) than non-belt counties. A comparison of the
two reveals more about the use of the factors of production as well. Capital in these
graphs represents the amount of capital that must be exchanged for dollars in order for
households to maintain consumption. Households in belt counties are receiving a higher
percentage of their consumption from capital than non-belt counties.

Per Capita

While the composition of total household receipts is revealing, it is difficult to do
direct comparisons. Total per capita in the black belt counties is $26,000 while total per
capita household receipts in non-belt counties is $30,000. Chart 14 shows receipts to
households by source on a per capita basis. The same two items that were noticeable in
the pie charts also are of note in this chart.
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Chart 14: Household Receipts by Source, Per Capita, Georgia 1999
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Comparisons of household receipts per square mile can also illustrate
competitiveness. Total household receipts per square mile in the black belt counties are
$1,152,880. Total receipts per square mile in the non-belt counties are $7,207,862.
Chart 15 shows these receipts by their source. On a per square mile basis, the non-belt
counties consistently have higher value per mile.

Chart 15: Household Receipts by Source, Per Square Mile, Georgia 1999
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Conclusions

This paper has explored the competitiveness of Georgia’s black belt counties
compared to the non-belt counties. Two main approaches were taken to accomplish this
project. First, a sector analysis was performed. The analysis identified two main areas in
which the groups of counties differ: manufacturing and agriculture. These two areas
were further explored. Productivity of the sectors was also considered. It was shown that
black belt counties are less efficient in the use of some factors of production.

Second, an analysis of household receipts was done. This analysis revealed that
households in the black belt counties receive less of their income from wages and
benefits and more from enterprises than do non-belt counties.

Our analysis leads to several conclusions about characterizing the black belt.
First, the belt counties have a lower output of goods and services. Second, the counties
are more dependent on low wage manufacturing than non-belt counties. Third, there is a
low value per acre of agriculture. Finally, the belt counties are more dependent on
government and dividends for household income, while their household income is about
$8,000 per person lower than non-belt counties.
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