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The ongoing global recession has triggered 
a sharp decline in world trade. A recent 
World Bank report has predicted a 10 
percent drop in world trade in 2009, the 
steepest since World War II. U.S. exports 
are down 18 percent in the first quarter of 
2009 from the previous year. Texas, the 
top exporting state in the nation, has also 
seen its exports drop by 17 percent in the 
first quarter from a year ago, thanks to 
a sharply declining economic climate in 
Mexico — Texas’ largest importer. Even 
with plummeting world trade after the 
onset of the global recession, the manner 
in which the downturn spread across the 
globe like a contagion shows that nations 
are economically more integrated than 
ever and globalization will continue to be 
a driving force in the world economy.

Among the U.S. states, Texas has been 
at the forefront of globalization, which is 
characterized by the international flow not 
only of goods and services but also human 
and financial capital. The Kauffman Foun
dation’s 2007 State New Economy Index 
ranked Texas the second mostglobalized 
state. The Regional Global ization Index, 
constructed by Moody’s Economy.com, 
puts Dallas among the country’s top 
10  most global ized cities; Austin and 
Beaumont make the top 25. 

A key factor in these high marks for 
globalization has been expanding trade, 
which has made Texas the top exporting 
state. Compared with the nation, Texas 
exports a larger share of its output. It 
also depends on exports for more of its 
jobs, sends more sophisticated products 
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CHART 1
Texas Exports Larger Percentage of its Output than the U.S.

Source: WISER Exports; Bureau of Economic Analysis; Haver Analytics.
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overseas, and employs higherskilled 
workers in exportrelated jobs. The state 
has been instrumental in the surge of 
overall U.S. trade; its port activity has 
grown more than twice as fast as the 
nation’s in the past decade.1 

As globalization has spread in the past 
decade or two, economists are trying 
to understand how the crossborder 
movement of goods, services, people 
and money affects national economies. 
Particularly perplexing are international 
trade’s statelevel economic impacts. 
Important statelevel data are either 
incomplete or unavailable. Economists 
track regional exports of goods but not 
services, and we have few reliable data 
on imports. Statelevel export data have 
limitations as well, but they provide 
valuable information on how Texas and 
other states are faring in a more open 
world economy.2

Economic Boost 
Texas was a standout in goods exports 
even before it surpassed California in 
2002 as the top exporting state. Over the 
past decade, the state has maintained a 
significant lead over the U.S. as a whole 
in foreign sales as a share of total output 

(Chart 1).  In 2007, exports accounted for 
14 percent of Texas’ economic activity, 
compared with 8  percent for the United 
States. 

As economies globalize, workers’ liveli
hoods are more likely to be tied to foreign 
markets. According to Census Bureau 
and International Trade Administration 
data for 2006, exportrelated jobs account 
for 6.7 percent of all privatesector 
employment in Texas, compared with the 
nation’s 5.1 percent. Twentythree percent 
of the state’s manufacturing jobs depend 
on exports, versus 20 percent for the U.S. 

Texas Exports: Composition and 
Destination
Chemicals are Texas’ top exports account
 ing for about 20 percent of its total exports, 
followed by computer and electronics (18 
percent), machinery (14  percent), petro
leum and coal products (13 percent), and 
transportation (9 percent). Chart 2 shows 
Texas’ export composition has changed 
significantly over the last decade. After 
reaching a peak of about 30 percent of 
total exports in 2000, computer and elec
tronics exports have declined in impor
tance, while petroleum and coal products 
have gained a larger share of Texas exports. 

Compared with the 

nation, Texas … depends 

on exports for more 

of its jobs, sends more 

sophisticated products 

overseas, and employs 

higher-skilled workers in 

export-related jobs.
CHART 2
Composition of Texas Exports, 1997–2008

Source: WISER Exports; Haver Analytics.
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Texas’ exports to different regions of 
the world have also shown changes over 
the last several years. 

 Texas has traditionally exported a large 
share of its products to NAFTA countries 
Mexico and Canada (Chart 3). Both 
together account for slightly less than half 
of total Texas exports, followed by Asia 
and the European Union. China accounts 
for about 5 percent of total Texas exports, 
but its share of Texas exports grew more 
than fourfold since 1999.

Exports depend on a variety of factors, 
two of the most important being growth 

in foreign income and changes in the 
value of the dollar with respect to the 
foreign currency. Exports to China, for 
example, have expanded primarily because 
of its impressive GDP growth in the last 
decade. Much of the growth of exports to 
the European Union can be attributed to 
the depreciation of the dollar with respect 
to the Euro, which made American goods 
cheaper to Europeans.

Total exports and the jobs they create 
are key aspects of Texas’ globalization, 
but we can also look at the mix of 
export products and markets. Export 
diversification is measured using the 

Herfindahl index, which equals the sum 
across industries or countries of the square 
of export shares. A larger value indicates 
that fewer industries or countries dominate 
total exports. A  lower value signifies less 
concentration and more diversification. 
Across both export products and markets, 
these diversification indices show that 
Texas’ overseas sales are more concentrated 
than the nation’s. A comparison between 
Texas and California, the No. 2 exporter, 
suggests that the two states have come 
together in recent years in the industrial 
diversification of their exports (Chart 4).

Texas continues to lag California 
and the nation in diversified export 
destinations (Chart 5). Texas’ top three 
foreign markets account for more than 
half its exports, compared with 40 percent 
for the U.S. and 37 percent for California. 

Mexico is a big part of the story. In recent 
years, Texas has become somewhat more 
diverse, with fast export growth to Latin 
America, Asia and the European Union.3 
Even so, Texas still depends heavily on its 
southern neighbor as an export market. 
Although Mexico is the top export 
destination for both Texas and California, 
Texas relies on the Mexican market for 
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CHART 3
Texas Exports — Regional Differences, 1998–2008 
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36 percent of overseas sales, substantially 
higher than California’s 15 percent.

The principle of comparative advantage 
encourages greater specialization, but a 

diversified export portfolio can help sustain 
economic growth by lending stability to 
states’ overseas sales. The greater a state’s 
range of products and markets, the more 
likely it will be able to withstand shocks to 
particular industries or countries. 

Several times in the 1980s and early 
1990s, Mexico’s economic turmoil spilled 
over into Texas, hitting the border region 
particularly hard. Over the past decade, 

Mexico has achieved a long stretch of 
economic stability, which lessens concerns 
about Texas’ reliance on a single market 
for its exports. 

Rising exports are a positive for Texas 
and other states. Expanding the gains 
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CHART 4
Texas Exports Across Products Less Diversified than U.S.

Source: WISER Exports; Haver Analytics, Author’s Calculations.

Source: WISER Exports; Haver Analytics, Author’s Calculations.

CHART 5
Texas Exports Becoming More Diversified Across Countries
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Source: WISER Exports; National Science Foundation; Author’s Calculations.

from trade, however, may have negative 
economic side effects such as those on  
lowskilled workers. These effects are 
largely importrelated, however, and 
statelevel data are not reliable enough to 
capture the overall economic effects on 
Texas’ industries, jobs and income. 

Texas Exports More Sophisticated 
Products 
As a highwage country, the United States 
cannot compete with the likes of China 
and India in markets that rely on cheap 
labor. America’s edge in global markets 
is more likely to be found in goods and 
services that embody a high degree of 
advanced technology and skilled labor. 

In general, Texas gets high marks 
for the superior quality of its workforce. 
The state ranks eighth on the Milken 
Institute’s Technology and Science Work
force Composite Index and 15th in 
concentration of hightech workers per 
1,000 privatesector employees. 

Texas’ hightech workers help put the 
state ahead of the nation in exporting 
technologically sophisticated goods. 
We measure the state’s edge in these 
skillintensive products as the export
shareweighted average of research and 

development (R&D) spending to net sales 
ratio across manufacturing industries 
(Chart 6). 

In both Texas and the U.S., relatively 
skillintensive industries are more glo
balized and employ a larger concentration 
of exportrelated workers. Of these, the 
computer and electronics sector is the 
most skillintensive, with industrial R&D 
expenditures of 11 percent of net sales. 
The sector also ranks No. 1 in share of 
jobs tied to exports. 

As much as 48 percent of Texas’ 
computer and electronic equipment jobs 
depend directly or indirectly on exports, 
compared with 35 percent for the nation.4 
The high level of skill intensity in exports 
and exportrelated jobs reflects Texas’ 
prowess in computer and electronic equip
ment manufacturing, which accounts 
for 26 percent of all exportrelated jobs, 
compared with 16 percent for the nation. 

Texas and the U.S. have differences 
in exportrelated jobs in chemicals and 
transportation, but they are not decisive 
for skill intensity. 

The data show important links between 
globalization and the hightech sector, 
which has emerged as one of the Texas 
economy’s mainstays. Recent research 
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CHART 6
Skill Intensity of Texas Exports is Higher than U.S.

BACK TO TEXT  

http://www.nsf.gov/
http://www.insideindianabusiness.com/contributors.asp?id=1342
http://www.insideindianabusiness.com/contributors.asp?id=1342
http://www.insideindianabusiness.com/contributors.asp?id=1342
http://www.census.gov/mcd/asmhome.html
http://www.census.gov/mcd/asmhome.html
http://www.ic2.utexas.edu/


Texas Business Review 6 June 2009

Texas Business Review is published six 
times a year (February, April, June, August, 
October, and December) by the Bureau 
of Business Research, IC2 Institute, The 
University of Texas at Austin. Subscriptions 
are available free upon request. Views 
expressed in this newsletter are those of the 
authors and do not necessarily reflect the 
position of the Bureau of Business Research.

Research and service activities of the 
Bureau of Business Research focus on 
strategies to make Texas industries more 
nationally and globally competitive. The 
Bureau is policy oriented and dedicated to 
public service. Offices are located at 2815 San 
Gabriel, Austin, Texas 78705.

IC2 Institute Director:
 John Sibley Butler
 john.butler@mccombs.utexas.edu

TBR Editor: 
 Bruce Kellison
 bkellison@ic2.utexas.edu

TBR Managing Editor:  
 Margaret Cotrofeld
 margaret@ic2.utexas.edu

Sales Office:
(512) 4757813
(512) 4758901 fax

www.ic2.utexas.edu/bbr

NONPROFIT ORG.
U.S. Postage

P A I D
Austin, Texas
Permit No. 391

stresses the importance of exports’ 
skill content, including its positive 
effects on technological progress, 
productivity and economic growth.5 
Selling more sophisticated products 
on world markets also accelerates the 
learning process that makes exporters 
more efficient than nonexporters. All 
this suggests that qualitative aspects 
of trade may be just as important as 
the quantita tive ones. 

Gaining an Edge 
We know a lot less about global ization 
at the state level, but what evidence 
we do have suggests Texas compares 
favorably with the nation on globaliza
tion yardsticks centered on exports.  
The state depends more than 
the nation on overseas sales, as a 
percent age of both state GDP and 
employment. Texas scores higher on 
export sophistication, suggesting the 
state maintains a competitive edge in 

the hightech sector. Texas’ trade with 
emerging economies remains solid, 
although the state depends heavily on 
the Mexican market. 

In upcoming years and decades, 
the forces of globalization are not 
likely to subside. States, just like 
nations, will face sometimes difficult 
challenges as economic integration 
increases competition. At the same 
time, globalization will create new 
opportunities for states to boost 
exports, not only creating jobs but also 
raising incomes.

Notes 

This article is an adapted version of “Globalizing 
Texas: Exports and HighTech Jobs,” by Anil 
Kumar, Federal Reserve Bank of Dallas, 
Southwest Economy, September/October 2007, 
pp.  11–13. The author thanks Keith R. Phillips, 
Raghav Virmani and Richard Alm for useful 
comments.

1. For details about Texas port activity, see “Full 
Steam Ahead for Texas Ports,” by José Joaquín 
López and Keith R. Phillips, Federal Reserve 

Bank of Dallas, Southwest Economy, November/
December 2006, pp. 3–6.
2. The Census Bureau advises caution in 
interpreting its statelevel export statistics. The 
numbers track origin of movement, which may 
differ from exporters’ actual locations. Goods 
not manufactured but merely shipped from a 
particular state count as exports from that state.
3. “Texas Exports: Markets Grow Faster Beyond 
North America,” by Anil Kumar and Raghav 
Virmani, Federal Reserve Bank of Dallas, 
Southwest Economy, March/April 2007, p. 10.
4. The Census Bureau estimates exportrelated 
jobs as the total of (1) employment related 
to direct exports and (2) employment from 
activities supporting direct exports. The bureau 
uses the following methodology: Export data are 
from the Annual Survey of Manufactures (ASM) 
and U.S. International Trade in Goods and 
Services. These direct exports are multiplied by 
the employment/shipment ratio from the ASM 
to yield employment related to direct exports. 
The estimate of supporting employment is based 
on multipliers from input/output accounts 
provided by the Bureau of Economic Analysis. 
The multipliers are used to calculate supporting 
shipments to direct exports. Employment 
multipliers are then used to estimate employment 
related to supporting shipments. 
5. For example, see “The Export Skill Content, 
Learning by Exporting and Economic Growth,” 
by Galina An and Murat F. Iyigun, Economics 
Letters, vol. 84, July 2004, pp. 29–34. 
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