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Economic Growth Potentials and 
Race/Ethnicity in Tennessee:
Diversity and Economy
Madhuri Sharma, University of Tennessee, Knoxville, United States

ABSTRACT

Thisarticleestablishesrelationshipsbetweenracial/ethnicdiversity,segregation,andemployment-
by-industry-typesinthecountiesofTennessee.UsingtheAmericanCommunitySurveyandNAICS
data,diversityscores,entropyindices,andlocationquotientsformajor-employmentarecomputedfor
Tennessee’s95counties.Cartographicanalysis,followedbycorrelations,principalcomponentsand
regressionanalyseshelpestablishtheaboverelationships.Thenorth-eastandwest-centralregionsof
Tennesseehaveconcentrationinprimary-sectorsofeconomywhereascountieswithconcentration
increative-classeconomy(e.g.,Williamson,Davidson)havehigherpresenceofAsians,andwith
greaterhumancapital(education).Simultaneously,thesearealsothemostsegregateddespitebeing
diverse.CountieswithhigherdiversityandhighershareofAfrican-Americansaresegregated,despite
havingemploymentconcentrationindiversesetofindustries.Enormousgrowthpotentialsexistin
thesectorsofeducationandhealth-carewhichcanhelpTennesseerevitalizeitseconomy.
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INTRoDUCTIoN

Overlastfewdecades,theAmericanSoutheasthasgainedinoverallpopulationandracial/ethnic
diversity. This increase has been accompanied by significant growth in the share of non-Black
minoritiesinthesoutheast,whichalsoledscholarstonamethisregionasThe New South(McDaniel
&Drever,2009;Mohl2003,2007;Smith&Furuseth,2004;Strait&Gong,2015;Winders,2011a,
2011b; Wilson, 2010).1 Much of the growing diversity and economic growth in this region has
happenedbecauseofthe1970sindustrialrestructuringintheMidwest,followedbythesigningof
theNorthAmericanFreeTradeAgreement(NAFTA)whichworkedtotheadvantageoftheU.S.
Southeast(Alvarez&Mossay,2006;Cobb,2005;Florida,2012;Furuseth&Smith,2006,Furusethet
al.,2015;Perreira,2011;Sharma,2016a;Strait&Gong,2015).Thestatesthatgainedthemostfrom
thenewmanufacturingandforeigndirectinvestmentsincludeTennessee,AlabamaandtheCarolinas.
Severalcarmanufacturers(foreignanddomestic)shiftedtheirproductionandassemblyplantstothe
southernstates(e.g.,theNissanandtheVolkswageninTennessee,Mercedes-BenzeinAlabamaand
SouthCarolina,KiainGeorgia,andHyundaiinAlabama).Theeconomicgrowthattractedpeople
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withrequiredtechnicalskills,whicheventuallyattractedothertypesofdiversity(e.g.,seeFlorida’s
2003,2004,2012discussionsonthethreeTsanddiversity).

Tennessee,oneofthesesouthernstates,hasalsogainedinitsracial/ethnicdiversity,eventhough
a largeshareof itsdiversepopulationresides inmajorurbanareassuchasNashville,Memphis,
Knoxville,Chattanooga,andJohnsonCity.Tennesseeisinterestingduetotheenormouscontrastsin
racial/ethnicdiversityasonegoesfromeastTennessee(verywhite)towestTennessee(verydiverse),
alongwithwidevariations in ruralversusurban landscapes.While scholarshavesuggested that
vibranteconomyisessentialforattractingdiversepopulationandvice-versa(Florida,2003,2004;
Sharma,2016a),itremainstobeexploredwhicheconomicsectors,inparticular,areassociatedwith
gain(orloss)ofracial/ethnicdiversityandentropy/segregation.Priorresearchhassuggestedover-
representationofAsians inprofessionalandtechnicaloccupations, forHispanics incraftservice
andlaborindustry,andforAfricanAmericansinoffice/clericalwork(Coeetal.,2012,Table14.1,
p.438).ThesecouldpotentiallyexplainvaryinglevelsofdiversityinTennessee’surbanaswellas
ruralcountiesthatshapeitseconomic(andsocial)landscapesandvice-versa.Further,thecultural,
historicalandsocio-economicattributesofTennesseeandtheU.S.Southeastarequitedifferentfrom
otherregionsofUSA.

Thispaperexaminestherelationshipsbetweenconcentrationofemploymentinmajorindustries
inthecountiesofTennesseeandtheirracial/ethnicdiversityandsegregation,usingcountyasthe
scaleofanalyses.Thispaperanswerstwoimportantquestions:Whattypesofindustriesassociate
withgreater(orlesser)levelsofracial/ethnicdiversityandsegregationinthecountiesofTennessee?
Whatindustries/economicsectorshaveapotentialforgrowth?Toanswerthesequestions,Ifollowthe
widelyacceptedmethodsofcorrelations,principalcomponentsandregressionsanalysestoanswer
thefirstquestion.Subsequently,Ialsousevisualanalysesofindustry-basedemploymentlocation
quotientsandthediversityandsegregationmapstofurtherexplaintheserelationships.Finally,a
simplerankinganalysesofcounty-scalelocationquotientsforemploymentinmajorindustriesprovide
clearperspectivesintothesecondquestion.

Iusethemid-yearofAmericanCommunitySurvey(ACS)five-year(2008-2012)estimatesdata
asapoint-in-timeanalysesoftheserelationships.Bydoingso,IempiricallyutilizeFlorida’s(2003,
2004,2012)Creative Class theory toexplore these relationships i.e.,howwell the relationships
between county-scale diversity, segregation and employment concentration in specific industry-
typeswithinTennesseegetexplainedduetotheirvariationinhumancapitalassets(educationserves
asaproxyforhumancapitalassets),ACSestimatesdataareusedtocomputediversityscoresand
Theilentropyindices2forallthe95countiesofTennessee.Thelocationquotientsarecomputedfor
employment-by-majorindustries,usingthedatafromtheNorthAmericanIndustryClassification
System(NAICS)for2008-2012.LaterIconductacartographicanalysisofindustry-basedemployment
locationquotients,diversityandintermixing,followedbycorrelations,principalcomponentsand
regressionanalysestoexploretherelationshipsbetweenthesestatistics.Thisanalysisalsoidentifies
theregionswithinTennesseewithpotentialsforfutureeconomicgrowth–usefulinformationfor
investorsandregionaleconomicplanners.Eventually,thisanalysismightbeconductedfortheentire
southeasternregionortheentireU.S.However,thispaperspecificallytakesacase-studyapproach
byfocusingonTennesseeonly.

The rest of the paper follows in four sub-sections. The literature review summarizes major
literaturelinkingeconomyanddiversityintheSoutheast,usingthetheoriesofthecreative classand
human capitalthatexplainsandlinkstheregion’seconomicgrowth.Researchdesigndiscussesthe
studyarea,datasourcesandthemethodology.Analysisdiscussesmajorfindingsfromcartographic
analyses of diversity, intermixing and employment patterns, followed by the results from the
principalcomponentsandregressionmodels.Italsosummarizesthebroadpatternsofconcentration
ofemployment-by-majorindustries,andthescopeforinvestmentstoimprovethestate’seconomy.
Finally,theconclusionhighlightstheimportantcontributionsofthisresearch.
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