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PREFACE

The role of rural economies in the overall economic development of a

region or of a nation has traditionally been one of providing surplus

manpower and capital to assist in the development of the nonagricultural

sector. The decline in the availability of people to work in the

agricultural sector in the 19 county area of South Texas analyzed in

this report is a part of this process. In addition, legislative cianges

regulating entry of Mexican Nationals as well as the inability of much

of the agricultural sector to compete effectively for available manpower

with the nonagricultural sector creates additional longer run diseconomies

for the agricultural sector and ultimately for the total economy.

Due to the nature of agricultural production in this region, large

numbers of seasonal workers are required. The agricultural employer must

in many cases compete directly with the nonagricultural employer for the

services of these workers. However, often the agricultural employer has

been unable, and in some cases unwilling, to compete effectively with the

nonagricultural employer in terms of wages, fringe benefits, and working

conditions offered to employees.

In recent years renewed interest has been generated to extend the

benefits of unemployment insurance to agricultural workers. This would

have direct income transfer effects to seasonally unemployed agricultural

workers since it would serve to equalize their weekly income stream

throughout the year and assist in developing more loyalty to agricultural

employment. The income transfer effects of extending unemployment

insurance to agriculture in the above described region are analyzed in

this report. In addition, the importance of agricultural employment

vis-a-vis total employment in the region is analyzed via the use of the

regional input-output model developed earlier.



The model for the Lower Rio Grande Region is described in a report

by Joe C. Murrell, Ronald B. Geneens, and Robert N. McMichael, An Input-

Output Model of the Lower Rio Grande Region of Texas. Technical coefficients

developed in this study were utilized in the current report and augmented

for the agricultural sector by the use of data collected for Texas by

Texas A&M University as a part of a larger 15 state regional study to

evaluate the impact of extending unemployment insurance to agriculture.

The interested reader is referred to Karen J. Nergart and Conrad F. Fritsch,

Extension of Unemployment Insurance to the Texas Agricultural Sector, a

Technical Report, and Conrad F. Fritsch, Karen J. Nergart, and David C.

Ruesink, Extension of Unemployment Insurance to the Texas Agricultural

Se,:tor, a Descriptive and Analytical Re port, for additional background

information.

This report also analyzes the importance of seasonal employment in

agriculture and explores alternative policies designed to better integrate

the economies of the agricultural and nonagricultural sectors of the

region.

Conrad F. Fritsch
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AGRICULTURAL EMPLOYMENT AND ECONOMIC

GROWTH IN THE LOWER RIO GRACE REGION

Conrad F. Fritsch*

CHAPTER I

INTRODUCTION

The objectives of this report are 1) to evaluate the income and employment

effects from the extension of unemployment insurance to agricultural workers 21

and,2) to evaluate the employment requirements of increasing production in the

agricultural sector. These objectives will be analyzed with respect to a 19

county region in South Texas. The region is bounded on the north by Webb,

McMullen, Live Oak, Bee and Refugio Counties (see map, Figure 1). The area

included in the scope of this report will be designated as "the Lower Rio Grande

Region" for definitional purposes. Included in this region are four counties

defined as standard metropolitan statistical areas (SMSA's) and 15 non-SMSA

counties.

Background of the Region

The Rio Grande as the oldest vein of civilized life and
communication in the area of the United States was unique
in the settling of the West; for unlike other communities
and areas of settlement, those of the Rio Grande were not

*Assistant Professor, Agricultural Economics, Texas A & M University.

1. A brief descrii?tion of the unemployment insurance program is found on page 23
of this report. A 7uller discussion of the program as it applies to Texas
agriculturq! is found in Fritsch, Nergart, and Ruesink, "Extension of Unemploy-
ment Insurance to Texas Agriculture, A Descriptive and Analytical Report,"
(forthcoming publication, Texas Agricultural Experiment Station).

2. A standard metropolitan statistical area is a county or a group of con-
tiguous counties which contains at least one city of 50,000 inhabitants or
more, or "twin cities" with a combined population of at least 50,000. In

addition to the county or counties, containing such a city or cities, con-
tiguous counties are included in a SMSA if according to certain criteria,
they are socially or economically integrated with the central city.
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borne of the Westward movement, but were already long
established, with their own various patterns of life,
when the recurrent American frontier reached out and

over them a new complex of living ways. After
three and one-half centuries of human life largely
self-systained, the whole river line was drawn into
the pattern of American national life and its material
needs were increasingly met by distant sources.

Paul Horgan, 1954

The Lower Rio Grande Region is culturally old, but economically young.

Inhabitated by Indians when the first Spanish explorers mapped the area in

1519 it was yet some 240 years before the initial Spanish settlements were

founded at Reynosa and Camargo on the southern side of the river. The

Spanish culture was deeply infused in the region by the time of the Texas

Revolution in 1846 with the lands north of the Rio Grande receiving the

first major Anglo settlement shortly afterward. Most of these early

settlers were Southerners arriving for the purpose of establishing trade

or to homestead on inexpensive land.

For the most part, livestock provided the principle source of income

during this early period. It was 1904 before tne first railroad branch

reached BroWnsville, effectively linking the economy of the area with the

settled regions to the north. Shortly after the arrival of the railroad

most of the major towns and cities of the region bordering on the Rio Grande

were settled. The area remained principally agricultural with initial

attempts at irrigation beginning as early as 1895. Since the fate of

agricultural production in the region is closely tied to the availability

of water, much effort was expended to provide efficient irrigation systems

for this purpose. By the mid-40's the southernmost area of the Lower Rio

Grande Region had become well known for its citrus production, especip11y

grapefruit. During these peak years the value of annual production was

estimated as high as 40 million dollars. However, severe freezes in 1949

and 1951 severely curtailed citrus production. .Additional freezes in 1962

once again retarded recovery with annual sales plunging to $400,000. Pre-

sently the region is once again increasing its citrus production with sales



of over $18 million in 1969. Estimated sales in 1971 were $32 million.

After the freeze of 1951 many farmers bulldozed the trees damaged

by the freeze and planted large acreages into cotton. In 1960 somewhat over

525,000 bales of cotton were ginned in the Lower Rio Grande Region accounting

for 14 percent of total ginnings in the state. By 1970, however, ginning

had decreased to about 235,000 bales or slightly less than eight percent

of total ginning in the state.

Since 1945 the economy of the area has become more diversified with

increasing attention to expansion of tourism and increased employment 'al

wholesale, service and retail industries. Textile and electronic component

manufacturers L.ve located in the region in recent years attre2ted primarily

by the relatively low prevailing wage rates. However, the "Border Industriali-

zation Program" which allcws firms to locate component assenefly plants in

Mexico with import tariffs charged only on the value added (generally just

the amount of the wages paid) provides the incentive for increasing employment

on the Mexican side which could reduce the investment attractiveness of the

U. S. side siLlee wages, while generally lower than U. S. -.age rates in other

areas are still higher than those paid on the Mexican side of the border.

Population Base of the Region

The 19 county region analyzed as a regional economy in this study

includes many persons with Spanish surnames or who call the Spanish language

their major language. The distribition of this group, by county, is shown

In Table I. Over the region, approximately 64 percent of the people identi-

fied by the Census of Population met the above criteria in 1970. In over

half of the counties the actual proportion was over 75 percent.

The 1970 population of the region, estimated at 857,603, was somewhat

less than eight percent of the total population of the state. Although

registering a population increase from 1960 of little less than 10,000 per -

eons, or about one percent (Table II), the rate of increase was lower than

for the state as a whole which registered a population increase of17 percent

over the decade.



Table I. Total and Spanish-Surname Population by County and Region,
1970, Lower Rio Grande Region.

County

Total
Population
1970

Spanish
Surname*
1970

Spanish
Surname as a
Percent of Total

SMSA
Cameron 140,368 107,000 76.2
Hidalgo 181,535 143,61:1 79.1
Nueces 237,542 103,51_ 43.6
Webb 21Z12 ....§.L3L 85.6
TOTAL SMSA 632,304 416,534 65.9

NON SMSA
Aransas 8,902 2,372 26.6
Bee 22,737 8,892 39.1
Brooks 8,005 6,399 79.9
Duval 11,722 9,905 84.5
Jim Hogg 4,654 4,275 91.9
Jim Wells 33,032 21,125 64.o
Kenedy 699 532 76.1
Kleberg 33,173 14,560 43.9
Live Oak 6,697 2,703 40.4
McMullen 1,267 743 58.6
Reftgio 9,491; 3,610 38.0
San Patricio 47,288 23,231 49.1
Starr 17,707 17,330 97.9
Willacy 15,570 11,961 76.8
Zapata 4,352 91.5
TOTAL NON SMSA 225,222

__1101
131,622 58.4

Total Region 857,603 548,156 63.9

Source: 1970 Census of Population, General Social and Economic
Characteristics, Texas Table 119.

*The figures include both Spanish-surname and persons using Spanish
as their major language.



Table II. Total Population Change, SMSA and Non SMSA Counties,
1960-1970, Lower Rio Grande Region.

County
Total Population

Percent
Change
From 19601960

1 1970
SMSA
Cameron 151,098 140,368 - 7.1
Hidalgo 180,904 181,535 + .3
Nueces 221,573 237,542 + 7.2
Webb 72,859 +12.5
TOTAL SMSA

_.1-1212
618,366 32,30 2.3

NON SMSA
Aransas 7,006 8,902 +27.1
Bee 23,755 22,737 - 4.3
Brooks 8,609 8,005 - 7.0
Duval 13,398 11,722 -12.5
Jim Hogg 5,022 4,654 - 7.3
Jim Wells 34,548 33,032 - 4.4
Kenedy 844 699 -17.1
Kleberg 30,052 33,173 +10.4
Live Oak 7,846 6,697 -14.6
McMullen 1,116 1,267 +13.5
RefUgio 10,975 9,494 -13.5
San Patricio 45,021 47,288 + 5.0
Starr 17,137 17,707 + 3.3
Willacy 20,084 15,570 -22.5
Zapata Y,323 4,352 .9
TOTAL NON SMSA 229,856 225,299 -2.0

Total Region 348,172 857,603 + 1.1

Source: Census of Population 1960, 1970.



From Table I it is also seen that almost 50 percent of the Spanish

surname population live in the two SMSA counties of Cameron and Hidalgo.

Almost 80 percent of the population in these two counties is Spanish surname

as identified by the 1970 Census of Population. The largest SMSA county in

the area, NUeces, in which the city of Corpus Christi is located, has a

Spanish surname population of only 43.6 percent of total population. The

concentration of the Spanish surname population is slightly greater in the

SMSA counties than in the non -SMSA counties; approximately 66 percent in

the former and 58 percent in the latter.

Although the 19 county region experienced a population increase of

approximately one percent, the combined SMSA counties of Cameron and Hidalgo

experienced a population decline of three percent between 1960 and 1970.

Webb County, which includes the city of Laredo, experienced the greatest

proportional increase in population of the four SMSA's in the region, with

over 12 percent gain since 1960. The population in the non-SMSA counties

declined by two percent with the greatest decline originating in Willacy

County, where population dropped by more than 22 percent. Hence, from this

brief profile, it is seen that the three southernmost counties of the region,

Cameron, Hidalgo, and Willacy, experienced by 1969 a combined decline in

population of nine percent from 1960. In 1960 these three counties comprised

over 41 percent of the total population of the region. By 1969 their propor-

tionate share had dropped to 39 percent.

Although the population in Cameron County declined between 1960 and

1970, the population of Brownsville increased by slightly more than nine

percent during the same period. McAllen, in Hidalgo County, also gained

population with a net increase of 15 percent over the decade. Mission,

Edinburg and Pharr in Hidalgo County, and Harlingen in Cameron County, all

lost population during the decade (Table III). Corpus Christi experienced

the greatest population increase in. the region, both in absolute and per-

centage increase terms, with Laredo and McAllen showing approximately the
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Table III. Comparison of Selected Areas of Population Concentration,
Lower Rio Grande Region, 1960, 1970.

Place name (population Percent Change
of 10,000 or more in Population in Population
1970) 1960 I 1970 from 1960

Alice 20,861 20,121 3.5

Brownsville 48,040 52,522 + 9.3

Corpus Christi 167,690 204,552 +22.0

Edinburg 18,706 17,163 - 8.2

Harlingen 41,207 33,499 -18.7

Kingsville 25,297 28,447 +12.5

Laredo 60,678 68,930 +13.6

McAllen 32,72b 37,636 +15.0

Mission 14,081 13,043 - 7.4

Pharr 14,106 15,991 -13.4

Robstown 10,266 11,217 + 9.3

Weslaco 15,649 15,341 - 2.0

Source: Census of Population 1960, 1970



same percentage increases. Only Corpus Christi experienced population

growth in excess of the state average.

Comparison of population trends of the SMSA counties with the

various cities within the counties indicates that some intracounty

population shifts from rural to urban areas may have occurred during the

1960's. However, the fact that Brownsville registered a net population

increase over the decade, combined with a net decrease in the population

of Cameron County, indicates that much of the out - migration from the

rural areas was not to the cities in the county, but rather to other

SMSA's. The same pattern occurs with respect to population shifts in

Hidalgo County. The population increase in Nueces and Webb Counties

combined with the relatively large population increases in Corpus Christi

and Laredo suggest that :,ome of the out-migration from the southernmost

counties may have been to these cities.

These figures concur with Curley's analysis which indicated migration

from Cameron to Hidalgo County and also from Cameron and Hidalgo Counties

to Webb County, rather than a primary movement from persons in the rural

areas to the urban areas within these SMSA counties. Using regression

analysis Curley confirmed that, indeed, out-migrants were more strongly

attracted to urban areas with a large population. A distance variable

was also analyzed. As expected, areas closest to the point of out-migration

were more attractive than p,Aces farther removed, but the results indicated

that distance is only of secondary importance, with the size of the receiving

community providing the major stimulus for settling. Using data from the

one percent Social Security sample, the study reported that 3,100 out-migrants

from Cameron and Hidalgo County settled in Houston, 1,400 in Dallas, 1,300 in

Corpus Christi, and 800 in San Antonio during the period 1960-1965.

2. Michael D. Curley, Growth Center Strategy for South Texas, Program on
the Role of Growth Centers in Regional Economic Development, Discussion
paper number 18, University of Kentucky, Lexington, Kentucky, 1969.



Apart from Corpus Christi and Laredo, in which both county and city

population increased over the decade, the other major population centers

in the region showed mixed results. Some urban areas experienced sharp

population declines with others showing quite substantial net population

increases. As a whole, the non -SMSA counties registered a net population

decline. Population in these counties represented about one-quarter of

total regional population. Only threa of the 12 areas of the region

having 1970 populations in excess of 10,000 persons were located in these

counties (Alice, Kingsville and Robstown).

The Income Base of the Region

Family income is a better measure of total household purchasing power

than is per capita income. However, both of these measures, when compared

with statewide totals, indicatethatincome received in the 19 county region

are, on the average, lower than those received across the state (Table IV).

Family income includes all earnings by individuals who reside in the same

household. Almost 58 percent of the counties included in the region had

median family incomes less than 75 percent of the state median income in

1969. Nueces County, with a median income of 96 percent of the state median,

most nearly approximated the state figure of $8,490 per family. Starr County

at 42 percent of the state median or $3,593 per family, was the lowest in the

region. Suggestive of a larger number of employed family members per household

is the relationship between per capita county income as compared to the state

norm. While only 58 percent of the counties had median family incomes less

than 75 percent of the state median, almost three-fourths of the counties had

per capita incomes of less than 75 percent of the state median. Both measures

indicate household incomes below those of the prevailing state figures, but

the family figures are the most useful since the family is, for the most

part, a more viable economic unit than is the individual.

A further breakdown of family income is presented in Table V. Again,

comparing family income in the Lower Rio Grande Region with family income in
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Table IV. Median Family and Per Capita Incomes in the Lower Rio Grande
Region, by Counties, 1969.

County

Family Median Per Capita Income

Income

County Median
Income as a Percent
of State Median Income

County Per Capita
Income as a Percent
of State Per Capita

SMSA
Cameron $5,068 59.7% $1,580 56.2%
Hidalgo 4,776 56.3 1,523 54.2
Nueces 8,168 96.2 2,531 90.1
Webb 4,978 58.6 1,573 56.o

NON SMSA
Aransas 6,661 78.5' 2,622 93.3
Bee 6,358 74.9 2,015 71.7
Brooks 4,201 49.5 1,518 54.o
Duval 4,5o6 53.1 1,458 51.9
Jim Hogg 4,0146 47.7 1,366 48.6
Jim Wells 6,737 79.4 1,948 69.3
Kenedy 4,586 54.0 1,775 63.2
Kleberg 6,968 82.1 2,149 76.5
Live Oak 5,832 68.7 2,038 72.5
McMullen 7,120 83.9 2,113 75.2
Refugio 6,994 82.4 2,285. 81.3
San Patricio 7,266 85.6 2,039 72.6
Starr 3,593 42.3 1,123 4o.o
Willacy 4,156 49.o 1,404 50.0
Zapata 3,788 44.6 1,276 45.4

Source: 1970 Census of Population, General Social & Economic Characteristics,
Texas, Table 124.



11

Table V. Income Distribution for Family Units in the Lower Rio Grande Region
Compared with State, 1969.

Family Units
with Incomes

Percent of Total
Lower Rio Grande
Region Texas

Less than $1,000 5.6% 3.0%

$ 1,000-1,999 8.0 4.4

2,000-2,999 9.3 5.6

3,000-3,999 9.9 6.1

4,000-4,999 8.5 6.3

5,000-5,999 7.7 6.8

6,000-6,999 7.2 7.1

7,000-9,999 17.1 20.7

10,000 or more 26.7 40.0

Total 100 100
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Texas, it is seen that while slightly more than one-fourth of the family

units earned a total income of $10,000 or more in the region, 40 percent

of the family units in t:,e state earned this amount.

A Lorenz curve which indicates the relative distribution of family

income between the Lower Rio Grande Region and the remaining area of the

state was plotted (Figure 2). The line originating from the origin of

the graph at a 45 degree angle is indicative of a perfectly equal income

distribution; that is, 10 percent of the families receive 10 percent of

the income, 20 percent of the families receive 20 percent of the income,

etc. The greater the curvature of the line toward the lower right hand

corner of the graph, the more disproportionate is the income distribution.

It can be seen from this figure that although the income distributions

for the state and the Lovar Rio Grande Region are somewhat similar, the

income distribution for the J)wer Rio Grande Region is more disproportionate

than for the state as a whole. Approximately the same proportion of the

family units in both the state and the Lower Rio Grande Region received

between $6,000 and $7,000 total family earnings. However, approximately one-

third of the family units in the Lower Rio Grande Region had total family

earnings of less than $4,000 per year, compared with only 19 percent for

the state as a whole. Conversely, at the upper extreme, over 60 percent

of the family units in the state had earnings of $7,000 or more compared

with only 44 percent for the Lower Rio Grande Region.

CHAPTER II

THE AGRICULTURAL LABOR FORCE IN THE REGION

Of more direct bearing on the major pulJose of the study is the

distribution and the importance of agricultural employment in the economy

of the Lower Rio Grande Region. Agricultural employers hired a total of

37,833 individuals during 1969 (Table VI). Most of these workers were

seasonal workers, that is, workers employed by a single employer for less

than 150 days during the year. Less than one-fourth of the agricultural
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Figure 2. Comparative Income Distribution Between the Lower
Rio Grande Region and the Remainder of the State, 1969.
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Table VI. Distribution of Farms, Farm Employees and Wages Paid, Economic Classes
1-5, Lower Rio Grande Region, 19b9.

I

Number of Farms
County HiringAll 1Hiri -, Labor

Aransas

Bee

Brooks

Cameron

Duval

Hidalgo

Jim Hogg

Jim Wells

Kenedy

Kleberg

Live Oak

McMifllen

Nueces

Refugio

San Patricio

Starr

Webb

Willacy

Zapata

Totals

Wages*
(dollars)
.

Number
Regular
Workers**

Number
Seasonal
Hiringsl*

Total
Hirinc70

25 16 45,619 16 16 32

449 321 784,292 253 999 1,252

97 76 445,133 128 44o 568

999 788 4,567,886 1,181 4,634 5,815

392 271 788,344 220 975 1,195

2,033 1,323 8,752,476 2,345 8,098 10,443

108 71 526,010 129 391 52o

476 332 1,750,201 492 1,056 1,548

14 12 365,993 115 165 28o

135 99 1,408,081 779 578 1,357

492 333 546,595 149 969 1,118

146 108 293,229 77 485 562

819 621' 2,534,006 724 1,638 2,362

196 146 613,772 166 328 494

567 444 2,133,877 565 1,462 2,027

284 195 1,772,964 502 2,189 2,691

216 169 1,729,296 577 2,577 3,154

418 331 1,772,463 435 1,177 1,612

144 116 429,965 145 658 803

8,010 5,772 31,260,202 8,998 28,835 37,8331

* Does not include Contract Labor, Machine Hire or Custom Work.

**Regular workers are those workers employed 150 days or more for the same employer,
Seasonal workers are those who were employed less than 150 days.

t
This figure overstates the total number of persons employed in agriculture due to
double countInc of workers employed by more than one employer.

Source: 1969 Census of Agriculture, Texas.
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labor force was hired for 150 days or more by a given employer (regular

employees). The greatest amount of farm employment, both seasonal and

regular, was in Hidalgo County with somewhat over 10,000 workers employed

during 1969. Cameron County with slightly under 6,000 workers was second.

Twelve counties hired over 1,000 agricultural workers during the year.

However, only two counties, Hidalgo and Cameron, hired over 1,000 regular

agricultural workers during the year.

Incomes of People In Agriculture

Slightly over 8,00o commercial farms were reported by the Census of

Agriculture in 1969, of which 5,772 reported some labor hirings. -1 Total

wages paid by these farms amounted to $31.3 million. Because of the heavy

utilization of seasonal workers and the implicit double counting of seasonal

workers employed by more than one employer, the average earnings per person

as derived from Census of Agriculture data will be understated and, there-

fore, provide a misleading indication of earnings received by agricultural

employees.

Data presented by Nergart and Fritsch indicate that for seasonally

labor intensive agricultural production such as fruit and vegetables, indi-

viduals hired by an emplc.,yer for less than 150 days account for three-fourths

to four-fifths of total employer hirings, but earn only one quarter to one-

third of total wages paid. These figures suggest that seasonal employment,

while extremely important at harvest time, provides only a smn11 portion of

income earned by hired workers in agriculture. However, a worker classi-

fied as seasonal by an employer may actually be a full-time farm worker by

virtue of working for several employers during the sea.on. For this reason,

the personal income figures obtained from the Census of Population for

employees working in agriculture at the time of interview (the week prior

3. A commercial farm is one with sales of agriculture products of $2,500
or more per year.

4. Karen J. Nergart and Conrad F. Fritsch, Extension of Unemployment Insur-
ance to Texas Agriculture, A Technical Report, submitted to the U. S. Depart-
ment of Labor, January
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to April 1, 1970 or the most recent week of employment, if unemployed)

provides a clearer indication of the earnings of people in the agricultural

wage and salary sectors.

Table VII suggests that the earnings of farmers and farm managers

compares favorably with earnings of the labor force as a whole in the

Lower Rio Grande Region. While Census data on median earnings for farmers

and farm managers are available in only 11 of the 19 counties, the median

per capita returns for farmers and farm managers in orer half of these

counties was greater than the mediar per capita earnings for the county

as a whole. In only two counties, Bee and Duval, were median returns for

farmers and farm managers less than three-fourths of the median county per

capita earnings. At the upper extreme, median returns for farmers and farm

managers in Willacy County was $7,667, or 225 percent of the median per

capita earnings of thecounty as a whole.

A different picture is presented when comparing median per capita

earnings of farm foremen and other farm workers with overall county per

capita median earnings. Of the 16 counties for which data are available,

in only two counties were median earnings of farm foremen and other farm

workers at least 75 percent of the county figures. Whereas median income

of farmers and farm managers ranged from $1,971 to $9,200, median earnings

of farm foremen and other farm workers were in a much narrower band, ranging

from $1,708 to $2,914.

Sales of agricultural products in the 19 county region amounted to

$221 million in 1969, or just slightly less than seven percent of the total

value of agricultural sales in the State of Texas. Persons in the Lower

Rio Grande Region reporting agricultural employment as their primary source

of income in 1969 were 13 percent of the total for the state. This suggests

that the agriculture of the Lower Rio Grande Region, when measured against

total value of sales, is more labor intensive in the Lower Grande Region

than it is for the state as a whole. This result is not unexpected since

citrus and vegetable operations, which predominate in the region, are both

highly le.bor intensive and seasonal.
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Although agriculture is an important producer of income in the

region, only about 8.5 percent of the employees over 16 years of age

were employed in agriculture at the time of interview (Table VIII).

Apart from Kenedy and McMullen Counties, which have very small employment

bases, only five counties, Willacy, Starr. Hidalgo, Live Oak and Zapata,

recorded more than 15 percent of the over 16 year old labor force engaged

primarily in agriculture. If the employment figures for Nueces County,

which has a very low proportion of agricultural to total employment, is

removed from the calculations, the overall importance of agricultural

employment in the regional economy is better represented. On this basis

over 11 percent of the labor force over 16 years of age was engaged in

agriculture.

Some Labor Market Considerations

Economic analysis of market phenomenon usually involves an appeal to

the intersection of supply and demand schedules. Determined simultaneously

at the point of intersection are the price and the quantity of the commodity

supplied. For this analysis to adequately portray the market situation, the

commodity or product must be both homogeneous aU devisible. When con-

sidering the human resources as a commodity responding to market forces, it

is very difficult to assume either of these two properties. Although more eas-

ily met under conditions of industrial employment characterized by union or-

ganization, well defined labor market standards and specifications, and

relatively stable year-round supply and demand situations, they are rarely

satisfied within the general context of the agricultural labor force.

Agriculture is not a homogeneous industry; it is composed of many commodity

groups - each with special labor requirements; each making varied demands

upon the labor force. Dairy, poultry and livestock farms, for example,

provide regular employment throughout the year with some regularly recurring

seasonal employment needs depending on the type of operation. At the other

extreme are the fruit and vegetable operations which require very large

amounts of seasonal labor, the specific needs being highly dependent upon



18

Table VIII. Persons Over 16 Employed in Agriculture Compared with Total Employment
in Lower Rio Grande Region, 1970.

Farm Employment

All All Farm
Farm Employment
as Percent of

County Employment Employment* All Employment

Aransas 2,845 49 1.72%

Bee 6,345 550 8.67

Brooks 2,233 324 14.51

Cameron 40,178 3,596 8.95

Duval 3,462 404 11.67

Hidalgo 52,073 8,505 16.33

Jim Hogg 1,510 101 6.69

Jim Wells 10,453 523 5.00

Kenedy 29C 143 47.99

Kleberg 9,656 475 4.92

Live Oak 2,070 407 19.66

McMullen 403 159 39.45

NUeces 81,305 1,690 2.08

RefUgio 3,471 294 8.47

San Patricio 14,947 1,316 8.8o

Starr 4,016 955 23.78

Webb 18,974 1,047 5.52

Willacy 4,168 1,327 31.84

Zapata 983 155 15.77

Region 259,390 22,020 8.49

Source: 1970 Census of Population, General Social & Economic Characteristics,
Texas Table 122.

*The data for total farm employment does not correspond with that giVen in Table IV
derived from the Census of Agriculture due to differences in timing of interviews
and conceptual differences in the respective Census objectives. The Census of Popu-
lation uses households as the sampling unit while the Census of Agriculture bases its
sample on farm establishments.
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prevailing weather conditions. Overall the peak seasonal employment in

agriculture was reported to be 33 percent higher than average monthly

employment in 1964. By comparison, seasonal fluctuations of only 10

percent above average yearly employment were recorded in the construction

industry, which also faces highly seasonal demand fluctuations.

The treatment of agricultural labor market equilibrium in the con-

text of traditional economic analysis, while providing an intuitive guide-

line toward wage and quantity determination in agriculture, does not

enable us to adequately treat the varied institutions and cultural deter-

minants which interact to determine the existing uneasy labor market

performance in the Region. Accordingly, the approach used in this section

will be to emphasize the heterogeneity of the farm labor force and the

potential conflicts arising from the differing perspective of the worker

on the one hand and the employer on the other. Similar to traditional

economic analysis, we assume that both workers and employers are rational

and attempt to maximize their utility which will be stated predominantly

in economic terms.

It is useful to separate the farm labor demand schedule into a

regular and seasonal component. The demand for regular year-round labor

is quite amenable to traditional economic market analysis and will not

be developed further here. The major concern here is with the seasonal

component, especially as it relates to labor in the highly labor intensive

vegetable and citrus industries predominant in the agriculture of the

Lower Rio Grande Region. As noted earlier, large yearly fluctuations

occur in value of citrus shipped out of the Valley. The demand for

seasonal labor is directly related to the climatic conditions during

peak employment periods. Given this biological restriction, it is very

5. Bauder, et al. page 1.6, as reported in Seasonal Work Patterns of the
Hired Farm Working Force o' 1964, Economic Research Service, U. S. Depart-
ment of Agriculture, Agricultural Report 102.
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difficult to accurately predict from one year to the next the quantity of

labor required at harvest time.

The region has a resident supply of agricultural labor which migrates

anew -fly to northern states. The existence of this resident pool of seasonal

labor poses yet additional burdens on the ability of traditional economic

analysis to adequately deal with the equilibrium solution to the labor supply

and demand equation. The workers or family groups which comprise this labor

force move north during the summer months to 1) increase their income over

what they could. earn by staying in the Lower Rio Grande Region, or 2) because

alternative employment is not available in the Lower Rio Grande Region.

The vast majority of these workers are Mexican Americans. In a multi-

disciplinary study Padfield and Martin reported that Mexican Americans ranked

highest in all evaluative categories in which a hierarchy could be postulated.

The comparison was with Anglos, Indians and Negroes. Almost all Mexican

Americans reported 100 percent church affiliation, the highest frequency in

value orientation comparable with Anglo middle class culture, the highest

frequency of persons in optimum work age and almost all were members of a

family social structure. They also showed the highest job stability and the

greatest percentage of active union membership. These attributes suggest

that indeed, Mexican American farm workers residing in the Lower

Rio Grande Region may respond positively to the economic incentives of the

dominant Anglo culture.

More recent studies substantiate the conclusions in the above study

by noting that Mexican American high school students from poverty areas in

the Lower Rio Grande Region consistently aspired to high status jobs - pro-

fessional and managerial - and maintained relatively high expectations of

achievement. 2"

6. Harland, Padfield and William Martin, Farmers, Workers and Machines,
Technological and Social Change in Farm Industries of Arizona, University
of Arizona Press, 1965, p. 165.

7. David E. Wright, Esteban Salinas and William P. Kuvlesky, "Ambitions and
Opportunities for Social Mobility and Their Consequences for Mexican Americans
as Compared With Other Youth," The Territorial Minorities: Chicanos and Na-
tive Americans, Englewood Cliffs, New Jersey, Prentice-Hall (forthcoming).



21

The agricultural employer is beset by severe problems when planning

for seasonal labor requirements. He quite rightly would prefer to have a

readily available, low cost resident labor supply which could be called into

action the minute the crop is ready. Additionally, he has come to view, as

a matter of right, that the seasonal labor supply be readily available and

noncompetitive in nature. The history of governmental programs and policies

Which were designed to maintain the availability of a relatively non-

competitive labor supply is cited by Padfield and Martin as evidence of

this right. The use of prisoners of war to supply needed farm labor,

the continuation of Public Law 78, the "Bracero Program" beyond the emergency

period caused by the Korean War and the relatively loose enforcement by the

State Department of Public Law 414, "The Green Card Program" and the use of

student labor crews during peak harvest periods illustrate this dependence

upon a "captive" labor supply. Viewed, from an historical employer perspective,

the elimination of the Bracero Program in 1964 and the tightening of restric-

tions surrounding the entry of Mexican Nationals with work permits under P.L.

414 has caused them undue hardship in meeting seasonally fluctuating labor

demands. 2/

At this point a consideration related to the unemployment insurance

program is raised that generally is not included in an evaluation of agricul-

tural labor market institutions. The primary purpose of the unemployment

insurance program is to provide the workers, as a matter of right, protection

against involuntary, industry induced unemployment. J This implies that

the employer has primary responsibility for providing competitive employment

opportunities.

8. Ibid., pp. 253-256.

9. However, a 1965 Amendment to P.L. 414 permits entry of "Aliens seeking
to enter the United States, for thepurpose of performing skilled or unskilled
labor...(whenever)....there are not sufficient workers in the United States
who are able, willing, qualified and available at the time of application...
and the employment of such aliens will not adversely affect the wages and
working conditions of the workers in the United States similarly employed."
However, administrative interpretation of this amendment has been strict.

10. See following chapter.
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It is recognized that comparisons of this kind bring into focus

very specific and real differences in value orientations between employers

and workers. However, when dealing with the human resource factor, it is

folly to assume that value perspectives are unimportant. 11 The full

implications of the last statement will not be developed at this time,

but will be developed in the concluding chapter as integral to the role

of unemployment insurance as it relates to economic development in the

Lower Rio Grande Region.

11. See for example, David E. Wright, A Modest Interdisciplinary Overview

of the Farm Labor Problem With Some Suggestions for Future Research Efforts,

paper preSented at the Association of Southern Agricultural Workers, Feb-
ruary 5-7, 1973.
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CHAPTER III

THE ECONOMIC IMPACT FROM THE EXTENSION OF UNEMPLOYMENT
INSURANCE TO AGRICULTURE IN THE LOWER RIO GRANDE REGION

The results presented in this section relating to the extension of

unemployment insurance to agriculture draw from data gathered as a part

of "Regional Research Project NE-58 of the Northeast Agricultural Experiment

Stations."12/ The data relate to the 1969-1970 season. The input-output

model for the Lower Rio Grande Region used to analyze the data was developed

as a part of the Texas Interindustry Study. This model was based upon con-

ditions prevailing in 1967. 12/

The Unemployment Insurance Program

The objective of the unemployment insurance program has been defined

by the U. S. Department of Labor as:

Unemployment insurance is a program--established under
Federal and State law--for income maintenance during
period(s) of involuntary unemployment due to lack of
work, which provides partial compensation for wage loss
as a matter of right, with dignity and dispatch, to eli-
gible individuals. It helps to maintain purchasing power
and to stabilize the economy. It helps to prevent the
dispersal of the employers' trained work force, the
sacrifice of skills, and the brea4down of labor standards
during temporary unemployment. lt.V

Within the context of the above policy statement it is seen that income

maintenance during periods of industry induced unemployment is a primary pur-

pose of the program. Secondary objectives include economic stabilization

and maintenance of a permanent work force for the employer. Initiated

12. See W. W. Bauder, et al. Impact of Extension of Unemployment Insurance
to Agriculture, submitted to the U. S. Department of Labor October 31, 1972,
also see Nergart and Fritsch, 22. cit. and Fritsch, Nergart and Ruesink,

2E. cit.

13. See Joe C. Murrell, Jr., Ronald B. Geneens, Robert N. McMichael, Lower
Rio Grande Region.

14. Reprinted from U. S. Department of Labor, Bureau of Employment Security,
Major Objectives of Federal Policy with Respect to the Federal-State Employ-
ment Security frogram, General Administration Letter No. 305, April 25, 1955.
The quotation previously appeared in Robert D. Emerson, Migration and the
Cost of Unemployment Insurance Protection for Agricultural Workers, Univer-
sity of Florida, 1973, p. 2.



24

under provisions of the Social Security Act of 1935, the program currently

provides protection against income loss for workers in most major sectors

of the economy. Agricultural workers, to date, have not been included

under Federal-State legislation. They comprise the last major sector

of the economy excluded from Federal legislation.

Unemployed workers filing in Texas are qualified to draw benefits

if they have received a legislated minimum amount of wages from employers

subject to the Federal Unemployment Tax Act. Employers so subject are

required to pay a tax on the first $4,200 of wages paid to each employee.

The amount of tax normally varies from .6 percent to a maximum of 4.5

percent in Texas, depending on the amount of unemployment insurance claims

charged against an employer's account during a recent one year period.

The original purpose of such a sliding scale of taxation was to encourage

employers to level out their employment requirements as much as possible,

and, thereby, reduce the amount of tax. In practice it has provided the

employers with an incentive to police the system.

Employment Multipliers in Agriculture

In the previous chapter, data derived from the Census of Agriculture

and the Census of Population, indicated the highly seasonal nature of agri-

cultural labor requirements. Within the context of the input-output model

developed earlier for the Rio Grande Region, no distinction was made between

regular and seasonal workers. However, since a property of the model is the

implicit existence of linear interdependence relationships among sectors,

it is possible to arrive at a distribution of seasonal and regular workers

from the employment estimates which are developed from the model (Table IX).

These estimates were developed from the special agricultural employer survey

taken in the region as a part of the study to determine the impact from the

extension of unemployment insurance to agriculture. 15

15. Agricultural labor was defined in 1939 as "services performed on a farm
in connection with cultivating the soil; harvesting crops; or raising, feed-
ing or managing livestock, bees and poultry." The definition also includes
"processing services incidental to ordinary farming operations performed
for the farm operator who raised the produce." The current definition of

agricultural employment as it is used to define the agricultural sector in
Texas is very similar. It is reproduced in Appendix I.



25

Industry requirements in the.input-output model including labor

requirements, are stated in terms of dollar value of output by the pro-

duction or processing sectors. In the case of agricultural production,

these figures are in terms of the value of total receipts by farmers

from the sale of farm products. All of the sales from the sectors

included on Table IX, with the exc,ption of ginning, are stated in these

terms. The dollar value associated with the labor coefficient for the

ginning sector is in terms of the value of servcies provided by the

sector.

The figures in Table IX can be interpreted in the following manner:

irrigated cotton required 80 workers per million dollars of output, of

which 13 were regular workers, that is, workers employed by an employer

for 150 days or more, while 67 were seasonal workers. As a planning aid,

these figures indicate that for each additional million dollars of output

from the irrigated cotton sector, an additional labor force of 13 regular

workers and 67 seasonal workers will be required or employed. While in

the previous chapter the discussion was in terms of total workers employed

in agriculture, discussion in this section is related to the individual

industry requirements. Of the agricultural production sectors the veg-

etable and citrus sector is the most labor intensive requiring 220 workers

per million dollars of output; 66 regular workers, 154 seasonal workers. 26

The Lower Rio Grande Region is a home base for interstate migrant

agricultural workers. Many of these workers may do agricultural work in

the Lower Rio Grande Region during the winter months and move northward

during the spring and summer to other parts of Texas. Some of them also

move out of Texas and do agricultural work in states as geographically

diverse as Washington, Wisconsin, Michigan, Ohio, and New York. As a

16. It is generally conceded that the projections derived from input-output
models are valid for approximately five years. Rapid adoption of new capi-
tal intensive technology is often inhibited by overall production considera-
tions and its effects tend to be gradual. The changes in production re-
lationships between 1967 and 1969 are not considered to greatly influence
the results.
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Table IX. Summary of the Estimated Individual Agricultural Industry Employment
and Multiplier Effect of the Input-Output Model for the Lower Rio
Grande Region, 1969.

Industry

1. Irrigated
Cotton

2. Irrigated
Grains

3. Vegetables &
Citrus

4. Dryland
Cotton

5. Dryland Feed
Grains

6. Other Dryland
Crops

7. Range, Feedlot
Livestock

8. Dairy, Poultry

9. Ginning

Emplovment per Million Dollars of Output*
Direct Effect
Total Regular Seasonal
Workers Workers Workers

8o 13 67

125 54 71

220 66 154

47 8 39

125 54 71

125 27 98

103 27 76

85 38 47

385 46 339

With the exception of ginning, employment is defined in terms of total dollars
received by the farmer from sale of the product. The employment effect for
cotton gins is in terms c,f value of services performed.

**Regular workers are those workers employed at least 150 days by an employer.
Seasonal workers are employed less than 150 days by the employer.



27

result, the total earnings of these interstate seasonal workers is

greater than the wages received by them from agricultural employers

in the Lower Rio Grande Region. Data obtained from the worker phase

of the special unemployment insurance related survey indicated that

Texas agricultural workers who also received earnings from outside

the Texas agricultural sector, mostly from agricultural employment

in other states, received about 51 percent of total earnings from

these sources. An average of $1,645 was earned from Texas agricultural

employment, While an average of $3,253 was earned as a result of all

employment.

All wages up to $4,200 earned from employers who are subject

to the provisions of the Federal Unemployment Tax Act are used as credits

to determine the level of benefits and the duration of benefits which a

worker may receive when unemployed and meeting the eligibility require-

ments of the state. For workers eligible to receive benefits during

periods of unemployment, the level and duration of benefits will be re-

lated to their total earnings rather than to only their earnings from

Texas agricultural employment. This means that there will be a transfer

of income into the regional economy as a result of this feature of the

unemployment insurance program.

As calculated in this study, the level of total benefits and the

amount apportioned to earnings from outside the Lower Rio Grande Region

are subject to two assumptions. The first assumption is that the dis-

tribution of earnings between Texas agricultural sources and earnings receiv-

ed outside Texas' agricultural sector was the same for the agricultural

worker population in the Lower aio Grande Region as it was for the state

as a whole. This assumption is quite realietic since a large number of

persons from this region meet this condition. The Good Neighbor Commission

has estimated that about 40 percent of the interstate seasonal labor force

originating from the State of Texas resides in the Lower Rio GrandeRegion. 11/

17. The Texas Good Neighbor Commission, Texas Migrant Labor, The 1968

Migration, Austin, Texas, 1968.
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The second assumption of the analysis brought about by data

considerations is that all of the workers residing in the Region and

who received benefits will have had some agricultural employment in

the Lower Rio Grande Region during 1969. This assumption is necessary

to make an effective linkage between the employer and the employee

aspects of the unemployment insurance program. While workers are the

major recipients of the benefits, they must be directly associated to

an employer for accounting purposes. The taxes paid on agricultural

wages earned by workers in the Rio Grande Region are developed from

employer related data, while the total benefits received by workers

are developed from worker related data which provides a measure of

total income. .;ffl-/

Table X presents the estimated changes in household income from

the extension of unemployment insurance to agriculture in 1969 under

alternative coverage criteria. As stated earlier, a worker qualifies

for these benefits based on earnings received from employers subject

to the Federal Unemployment Tax Act. The worker actually becomes

eligible to receive these benefits when he is unemployed and meets

the minimum earnings and labor force attachment tests. In Texas a

worker must have earned at least $50C over the first four of the five

calendar quarters immediately preceding his initial claim. Furthermore,

these wages must have been earned in at least two quarters and must have

been one and one-half times the high quarter earnings. Weekly benefits

paid are one- twentyfifth of the high quarter earnings with a maximum of

$63 per week. Under normal conditions, benefits may not be received for

a period longer than 26 weeks and cannot be more than 27 percent ("" the

total wages earned during the base year from which the benefit levels

and aliration were calculated.

18. See Appendix II for a farther treatment of this assumptioa.
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Table X. Estimated Increased Household Income from Extension of Unemployment
Insurance to Agriculture, Lower Rio Grande Region, 1969.

Coverage
Criteria

Total Increase in
Household Income

Increase in Household
Income Resulting From
Transfers From Outside
The Texas Agricultural Sector

Universal $2,272,180 $1,027,021

1 x 20 or
$1500 High
Quarter 2,258,962 1,021,047

4 x 20 or
$5000 High
Quarter 2,137,889 968,459

4 x 20 1,805,593 807,101

8 x 26 1,407,923 636,381
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Benefits received by workers are charged to subject employers

for whom he worked during the base period in proportion to the wages

paid him by these employers. Benefits are charged to out-of-state

employees in proportion to wages earned out of state. These benefits

are apportioned among the -vweral employers, if more than one, according.

to ',he formulas existing under legislation of the respective states.

To qualify for benefits, the unemployed worker of a subject

employer must establish his ability and willingness to work and, in

Texas, must regularly maintain contact with the local Texas Employment

Commission office. He must accept jobs within his skill and occupation

range when they become available.

The income transfer resulting from extension of unemployment

insurance to agriculture varies with the exclusiveness cf coverage

enacted. The five alternative coverage criteria wh'ch will be used in

this report are: 1) universal coverage of employers, 2) coverage of

employers who hire at least one worker for 20 or more weeks or meeting

a high quarter payroll of $1,500 (1 x 20 or $1,500 high quarter),

3) employers with at least four workers for 20 or more weeks or meeting

a high quarter payroll of $5,000 (4 x 20 or $5,000), 4) employers hiring

four worker:. for 20 or more weeks (4 x 20) and 5) employers hiring eight

workers for 26 or more weeks '8 x 26). Provision two corresponds to

current coverage for most subject Texas employers.

Under universal coverage, total benefits received by employees

in the region is estimated at $2,272,180 with $1,027,021 charged back to

employers outside the Texas agricultural sector. As can be seen from

Table X, total benefits vary only slightly between the universal and

the 1 x 20 or $1,500 high quarter coverage. Over all, total income

transferred under the most exclusive coverage provision (8 x 26) is still

about 60 percent of the benefits received under universal coverage. This

indicates that beneficiaries interviewed in the survey were employed

largely for employing units hiring larger amounts of labor. Even under

this most exclusive coverage criteria, an estimated transfer of $636,381



from outside the sector would have occurred to the Lower Rio Grande

economy from the extension of unemployment insurance to agriculture.

Distributive Effects of the Income Transfers
Resulting from Extension of Unemployment Insurance to Agriculture

Table XI presents the estimated direct and indirect output and

employment effects resulting from extension of unemployment insurance

to agriculture under alternative coverage criteria. Under universal

coverage the estimated increase in consumption in the region was

$1,244,012. This figure does not equal the total amount of benefits

transferred to households, but only that amount which would have been

spent in the production and processing sectors of the regional economy.

Of the $2,272,180 transferred to the household sector, $1,244,012

or about 55 percent would have been spent in the prpcessing sector of the

region. About 17 percent would have been allocated to savings, andi' '

eral, State, and local taxes, with most of the remaining allocated for

items produced outside of the region (see Appendix III, Table I). Only

that portion of the increased income spent in the processing sector is

subject to the interdependence effects of the processing sectors. While

perhaps true that much of the income spent by households in the form of

local, State and Federal taxes are spent in the local economy, the

decision making process for government expenditures is often influenced

by considerations outside of the production sector of the economy. There-

fore, while perhaps 65 to 70 percent of the added household income would

have remained in the regional economy, the model indicates that only 55

percent would have been spent to purchase locally produced goods and

services.

It should also be noted on Table XI that the additional change in

output in the region resulting from the increased consumption and savings

due to the extension of unemployment insurance to agriculture would have

been about 21 percent of the total income transferred.
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Table XI. Estimated Total Effects from the Extension of Unemployment Insurance to
Agriculture Under Alternative Coverage Criteria, Lower Rio Grande Region,
1969.

Coverage
Criteria

Increased
Consumption
in Region

Additional
Required Change
in Output
in Region

Additional Required
Change in Employment
in Region

Direct
Direct and
Indirect

Universal $1,244,012 $263,053 72 85

1 x 20 or
$1500 High
Quarter Earnings 1,235,803 258,370 72 85

4x 20 or
$5000 High
Quarter Earnings 1,170,975 245,193 67 80

4 x 20 988,373 206,541. 47 68

8 x 26 770,174 161,o24 44 53



33

The additional income available for spending by households

would have directly increased employment in the region from 44 persons

under the most exclusive coverage of 8 x 26 to 72 persons under universal

coverage. This direct effect is interpreted as the additional employ-

ment required by the sectors in which the households directly spend

their added income. Most of the direct employment effects would have

been in the service sectors, such as food retailing, automobile servicing,

banking, medical, educational, and professional services. As a result of

the increased saled from the direct purchases by the househclds, the

respective sectors must also increase their purchases from other sec-

tors in the economy as well as increase purchases from outside'the

region. The resulting direct and indirect employment effects are

read in column 4 of Table XI. For example, as a result of the increased

income from extension of unemployment insurance to employers meeting

the 1 x 20 or $1,500 high quarter cirterion, employment would increase

directly by 72 with the total employment increasing in the region by 85.

Likewise, with passage of legislation which would cover employers meeting

criterion three, 4 x 20 or $1,500 high quarter earnings, total employment

would increase by 80 with direct employment increasing by 67.

Table XII presents data relating to the changes in consumption,

total output and employment in the Region that would have resulted from

the additional household income transferred from outside the Region.

Table XII is interpreted in the same manner as Table XI. Overall, the

effects of the income transferred into the Region represent about 45

percent of the total effects.
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Table XII. Estimated Effects from Transfers Outside the Region from the Extension
of Unemployment insurance to Agriculture Under Alternative Coverage
Criteria, Open Model, lower Rio Grande Region.

Coverage
Criteria

Increased
Consumption

Additional
Required Change
in Region

Additional Required Change
in Employment in Region

Direct and
Direct Indirect

Universal $561,843 028,964 32 38

1 x 20 or $1500
High Quarter
Earnings 558,578 118,273 32 38

4 x 20 or $5000
High Quarter
Earnings 529,813 112,183 31 36

4 x 20 441,542 93,494 25 30

8 x 26 346,147 73,720 20 24
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CHAPTER IV

OVERALL AGRICULTURAL AND NONAGRICULTURAL EMPLOYMENT

An input-output model can be used to estimate those industries which

are most labor intensive relative to a common unit of measurement, usualy

dollars. While employment levels are an important measure of economic

activity in all regions, two specific reasons can be cited for their

importance in the Lower Rio Grande Region. First, the region is a home

base for seasonal agricultural labor demanded by employers outside the

State of Texas as well as filling some seasonal demand of Texas agri-

cultural employers. Secondly, the area serves as an entry point for

many Mexican Nationals seeking permanent residency and employment in the

United States. As a result, relatively high levels of unemployment exist

in parts of the region, with the SMSA of Laredo experiencing a 12.9 per-

cent unemployment rate in January 1973, McAllen- Pharr- Edinburg 8.1 percent

unemployment, and Brownsville-Harlingen-San Benito 7.8 percent unemployment,

during that period. Only in Corpus Christi, which experienced a 3.6 per-

cent unemployment rate, was unemployment below the normally defined full

employment level of four percent.

The input/output data will be analyzed in this chapter with a view

toward emphasizing the important labor using industries under three alter-

native criteria. There criterea are: 1) the relative ranking of indus-

tries with respect to their total employment in the region, 2) by importance

of employment multipliers, and, 3) by importance in terms of employment per

million dollars of output. The latter figures will be compared under con-

ditions of employment generating capacity considering both seasonal and

regular agricultural employment, and employment generating capacity of

agricultural industries when only regular employment (150 days or more for

a single employer) is considered.

From worker perspective, seasonal agricultural work is among the

least desirable types of employment due partially to its sporadic nature.

Therefore, it appears logical that developmental efforts aimed at maximizing
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employment opportunities in the region should be primarily concentrated

in industries which provide greater amounts of full-time employment.

In lieu of economic growth which provides full-time employment for

primary fRimily workers, provisions must be made to insure adequate

income levels for unemployed workers through income transfer programs

such as unemployment insurance or elimination of barriers to outmigration,

ie., educational, cultural, institutional - which would permit out-

migration of workers into areas providing more stable employment.

Table XIII develops a ranking of the 20 most highly labor

intensive industries as developed by the model in terms of employment

per million dollars of output. It is seen that the ginning industry,

with a direct employment effect of 385 persons per million dollars of

output and a total effect of 401 persons per million dollars, constitutes

the most labor intensive industry. However, when analyzing only the effect

of regular employment, it is seen that the impact is very much smaller

In fact, the potential employment generating effects from the agricultural

industry are quite low for all of the agricultural industries listed in

Table XIII (see figures in parentheses). This conclusion is not surprising

given the knowledge of the very heavy seasonal labor demands of the agri-

cultural industries located in the Lower Rio Grande Region. Apart from

the agricultural industries, the gasoline and service station industry

and the wholesale livestock industry both have high direct employment

effects of over 200 persons per million dollars of output.

Of the 20 most highly labor intensive industries listed in Table

XIII, only nine appear in Table XIV which lists the industries having the

largest relative employment in the region. Table XIV is the distribution

of employment including both regular and seasonal farm workers. It is

noted that of the 10 industries that appear in Tables XIII and XIV four

are agricultural industries. These industries are the vegetable and

citrus industry, irrigated cotton, dryland feedgrains, and range and

feedlot industries. Even so, no one single industry shows 10 percent
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Table XIII. Distribution of Highly Labor Intensive Industries, Lower Rio Grande
Region, 1967.

Industry
Number anti Name Rank

10. Ginning 1

56. Gasoline Serv. Sta. 2

Direct Total
Employment Employment
Effect Effect
(per million dollars of output)
385 401
(46)* (62)*
370 377

3. Veg., Citrus & Other
Irr. Crop Pro. 3 220 244

(66) * (70) *

46. Wholesale Livestock 4 203 218

71. Prof. Services 5 177 182

27. Clay, Cut Stone
& Shell Products 6 172 193

35. Highway Motor Freight,
Passenger Serv. &
Warehousing 7 161 176

63. Lodging Services 8 154 170

2. Irr. Grains 9 125 154
(54)* (83)*

5. Dryland Feed Grains 10 125 162
(54)* (91)*

6. Other Dryland Crop
Production 11 125 152

(54)* (54)*

22. Textile Mill Prod.,
Furnishings and
Apparel 12 124 131

64. Personal Services 13 123 130

32. Electrical and
Electronic Equip. 14 111 117

7. Range & Feedlot
Livestock Pro. 15 103 . 150

(27)* (74)*

66. Mbtion Pic. Amuse. 16 96 108

69. Medical and Dental
Serv. 17 93 107

8. Dairy, Poultry & Eggs

1. Irr. Cotton

18 85 145

(38)* (98)*

19 79 124
(13)* (58)*

21. Beverages 20 79 83

*Regular employment only
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of total employment in the region. Discounting the agricultural

industries, the industries having the greatest proportion of employment

are the professional services, education, construction, and petroleum .

and natural gas. Although the employment multiplier which is obtained

by dividing the total employment effect by the direct employment effect

per million dollars of output (Table XIV) is quite high. for the petro-

leum refining industry, the actual direct and indirect employment effects

per million dollars is low, thus negating 'what apparently is a high em-

ployment growth industry. Range and feedlot livestock industry, with an

employment multiplier of 1.45 does exhibit a relatively high direct em-

ployment effect when including the seasonal labor force. The dairy and

poultry industry also exhibits a high multiplier with a reasonably high

direct and indirect employment effect. The canning and preserving

industry shows a very high multiplier associated with a relatively

high direct employment effect.

The importance of the vegetable and citrus industries in the

economy of the Lower Rio Grande Region is indicated in Table XV by

noting that it is the only agricultural industry that is among the top

20 industries in the region when ranked according to number of employees

after exclusion of the seasonal labor force. It should be noted that the

industries with the high direct employment effects such as professional

services, personal services, lodging services, highway motor freight

passenger services do not have exceptionally high employment multipliers.

That is, the secondary and tertiary employment effects are quite minimal

from these labor intensive industries. On the other hand, those indus-

tries which have more moderate direct employment effects, such as gaso-

line and service stations, canning and preserving industry, construction

and automotive industries, have considerably higher employment multipliers.

Table XVI ranks the top twenty industries in terms of employment

multipliers. Following the earlier discussion, it is seen that of all

agricultural industries only the dairy and poultry industry, the irrigated

cotton industry, and the range and feed lot livestock industry rank among
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Table xIV. Distribution of Employment in the Lower Rio Grande Region, Including
Regular and Seasonal Farm Workers, 1967.

Percent
of Total Direct Total

Industry Employment Employment Employment Employment
Number and Name Rank in Region Effect Effect Multiplier

3. Veg., Citrus & Other
per pillion dollars)

Irr. Crop Pro. 1 8.3 220 244 1.111
(66)* (70)*

71. Prof. Services 2 8.2 177 182 1.032

70. Edu. (public & private) 3 7.5 88 98 1.112

16. Facility & Other
Construction 4 5.0 44 58 1.322

13. Crude Pet., Nat. Gas,
& Services 5 4.8 10 15 1.483

7. Range & Feed Lot
Livestock Pro. 6 3.6 103 (27)* 150 (74)* 1.454

69. Medical & Dental Serv. 7 3.4 93 107 1.154

56. Gasoline Serv. Sta. 8 3.4 85 145 1.698

25. Chemicals, Drugs, and
Related Products 9 3.2 34 47 1.370

19. Canned, Preserved,
Pickled, Dried and
Frozen Foods 10 2.8 60 107 1.800

1. Irr. Cotton 11 2.5 79 (13)* 124 (58)* 1.554

5. Dryland Feed Grains 12 2.4 125 (54)* 162 (91)* 1.292

64. Personal Services 13 2.2 123 130 1.060

54. Food Stores 14 2.1 29 31 1.085

63. Lodging Services 15 2.0 154 170 1.104

35. Highway Motor Freight,
Passenger Ser. and
Warehousing 16 1.9 161 176 1.094

61. Banking & Credit Agencies 17 1.9 34 43 1.256

53. Dept. & Variety Stores 18 1.7 54 63 1.171

55. Automotive Dealers 19 1.6 22 30 1.375

39. Communications 20 1.6 50 53 1.058

* Regular employment only
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Table XV. Distribution of Employment in the Lower Rio Grande Region, Exclusive of
Seasonal Farm Workers, 1967.

. Percent
of Total Direct Total

Industry Employment Employment Employment Employment
Number and Name Rank in Region Effect Effect Multiplier

71. Prof. Services 1 9.6
(Per Million Dollars)

1 1b2 1.032

70. Educ. (public & private) 2 8.8 88 98 1.112

16. Facility & Other
Construction 3 5.8 44 58 1.322

13. Crude Pet., Nat. Gas,
& Services 4 5.7 10 15 1.483

69. Medical & Dental Serv. 5 4.0 93 107 1.154

56. Gasoline Serv. Sta. 6 3.9 85 145 1.698

25. chemicals, Drugs,
& Related Products 7 3.7 49 51 1.040

19. Canned, Preserved,
Pickled, Dried &
Frozen Foods 8 3.2 6o 107 1.80o

3. Veg., Citrus & Other
Irr. Crop Pro. 9 2.9 66* 84* 1.273*

64. Personal Services 10 2.6 123 130 1.060

54. Food Stores 11 2.4 29 31 1.085

63. Lodging Services 12 2.4 154 170 1.104

35. Highway Motor Freight,
Passenger Ser. &
Warehousing 13 2.2 161 176 1.094

61. Banking & Credit Agencies 14 2.2 34 43 1.256

53. Dept. & Variety Stores 15 2.0 54 63 1.171

55. Automotive Dealers 16 1.9 22 30 1.375

39. Communications 17 1.8 50 53 1.058

59. Eating & Drinking Places 18 1.8 69 76 1.037

14. Residential Const.
Alteration and Repair 19 1.5 38 52 1.366

49. General Wholesale 20 1.5 24 30 1.247

* Employment effects from regular agricultural employment only.
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Table XVI. Distribution of Employment Multipliers, Lower Rio Grande Region, 1967.

Direct Indirect
Industry Employment Employment Employment
Number and Name Rank Effect* Effect* Multiplier

45. Wholesale Farm Prod.

17. Meat Products

62. Ins. Carriers, Real Estate
& Finance n. e. c.

40. Gas Serv.
(public & private) 4 3 14 4.61

26. Pet., Refining &
Products 5 3 12 4.04

11. Ag. Services 6 21 47 2.23

18. Dairy Manufacturing 7 42 93 2.23

4. Dryland Cotton 8 47 90 1.87

(8) (51)

(Per Million Dollars)
1 1 30

2 15 91

3 5

29.9

6.09

24 4.71

19. Canned, Preserved,
Picled, Dried &
Frozen Foods

20. Other Food &
Kindred Products

8. Dairy, Poultry & Effs

47. Wholesale Mach., Equip.
and Supplier

1. Irr. Cotton

13. Crude Pet., Nat. Gas,
and Services

29. Primary Metals,
Foundries & ForgiLgs

9 6o 108 1.8o

10 21 37

it 85 145

(38) (98)

12 19 31

13 . 8o 124
(13) (57)

1.77

1.70

1.62

1.55

14 10 15 1.48

15 15 22 1.46

7. Range & Feed Lot
Livestock Pro. 16 103 150 1.45

(27) (74)

36. Water Trans. 17 50 73 1.45

38. Other Trans. Services 18 31 44 1.42

48. Wholesale Pet. & Pet.
Products 19 11 15 1.38

55. Automotive Dealers 20 22 30 1.37

* Regular employment for agricultural industries is stated in parentheses.



42

the top twenty direct labor us!..ig industries when evaluating only those

industries with high employment multipliers. However, when excluding

the seasonal labor requirements it is seen that the direct regular labor

requirements of these industries are also quite low. Viewing the com-

bination of industries with high employment multipliers Which also

rank in the top 20 total labor using industries (Table XV) it is seen

that only the crude petroleum and natural gas industries at 5.7 percent

of total employment, canned and prepared foods at 3.2 percent, and

automotive dealers at 1.9 percent of total employment, are cross re-

ferenced on these two lists. With the exception of the meat products

industry, those industries with employment multtpliers greater than four

(that is, four persons are employed in the regional economy for each

additional person hired in the industry) hire five or fewer persons per

million dollars of output in that industry.

By comparing employment effects of industries under the above

alternative methods of ranking it is seen that more than one criteria

must be used to adequately evaluate industry employment potential. The

ideal employment growth industry, that is, one with high employment

multipliers associated with high direct employment effects while con-

currently representing a relatively large portion of the labor force

does not exist in the Lower Rio Grande Region.

Although some of the agricultural industries rank favorably on

these three criteria inclusive of the seasonal component, evaluation

on the basis of only regular labor force participation suggests that

growth in the agricultural sector should also be evaluated in terms

other than employment potential.
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CHAPTER V

SUNI4ARY AND CONCLUSIONS

Limitations of the Study

Applied economic analysis, much like real world decision making,

requires conceptual compromises from the abstract remoteness of the

underlying theoretical premises. When interpreting results fram an

input-output analysis three assumptions of the methodology must be

kept in mind: 1) the existence of fixed proportional technological

relationships between processing sectors, 2) the technological coeffi-

cients describe the existing relationships at a gjven point in time and

3) the assumption of the divisibility of input requirements.

The first assumption states that a, production levels change,

input and output will also change in the same proportion as developed

for the original level of output. This restriction is not serious when

considering only minor changes in output, such as was being considered

in the present study. The net addition to household income was less

than .2 percent of the original level of household income in the region.

The second assumption should nit sericx:sly affect the correctness of

results since the 1969 agricultural data used in the model is only two

years removed from the original data representing 1967. The third

assumption may perhaps cause the most difficulty, especially when used

to estimate increased employment in the region. The total multiplier

is the sum of fractional increase in labor requirements over the inter-

acting sectors and implies that the additional manyears of employment

may include a substantial amount of part-time employment (see Appendix

Tables II, IV, VII, and VIII).

A potential hazard when estimating the income that would be trans-

ferred into the Lower Rio Grande regional economy is related to the pro-

gram requirements of the unemployment insu.ance system. Since the .

transfer benefits received by workers are financed from employer taxes,
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employee qualification is determined by employment for employers

subject to provisions of the Act. Sampled employees were interviewed

at their place of employment during 1970. A detailed week by week

work history was obtained for the period July 1969 trough June 1970.

From these interviews obtained from workers employed in Texas agri-

culture during the period, a work history including instate and out

of state agricultural work was obtained. Benefits allocated to workers

employed in the Texas agricultural sector who also had earnings from

employers outside the Texas agricultural sector were used to derive

the proportional distribution between benefits charged to Texas agri-

cultural employment and benefits charged to employment outside of the

sector.

The nature of the sample did not permit direct calculation of

wages received by workers residing in the Lower Rio Grande Region.

Instcad, the wages paid in the Region by agricultural employers in

1969 were used as the wage base for instate agricultural employment.

Therefore, a necessary assumption underlying the benefit computations

for the Region is that all agricultural workers residing in the Region

were employed by agricultural employers in the Region sometime during

the record year

To provide conce:ptual consistency, wage data were obtained from

the employer portion of the survey and the statewide relationship between

the amount of benefits charged against employers' accounts in an industry

as a proportion of taxable wages paid by the industry were calculated.

This implies that there is little movement of workers between the various

agricultural industries. This is not a very limiting assumption in the

care of the present study, since in fact, a high proportion of the

benefits attributable to agricultural workers were charged to employees

in the vegetable and citrus industries. Phis is also the most common

form of seasonal employment by workers employed in agriculture outside

of the state. The fruit and vegetable sector accounted for almost

one-third of the total wages paid by agricultural employers in the

Lower Rio Grande Region in 1969.



Finally, the figures presented assume that all persons eligible

to receive benefits would actually claim them. The validity of this

assumption was not empirically tested.

Summpry

Family median income in the Lower Rio Grande Region is below the

state median in all counties. Nueces County, with a family median of

96 percent of the state median, most closely approximated a parity

position. Zapata County, with a median family income of 45 percent

of the state median, registered the lowest in the region. Median

incomes of farmers and farm managers were above _aunty median incomes

in over half of the counties in the Region. The range of these incomes,

however, was quite Wide from a low of $1,971 in Duval County to a high

of $9,200 in Live Oak County. The earnings of agricultural wage

employees and agricultural foremen was, on the average, lower than

earnings for farm managers and farmers in the region. The range of

median incomes, however, was not as wide as for farm managers and

farmers. Earnings of agricultural wage employees and foremen were

less than 75 percent of the county median income in over 85 percent

of the counties. Median earnings ranged from a low of $1,708 to a

high of $2,914.

Agricultural sales in the 19 county Lower Rio Grande Region were

estimated at $221,189,000 in 1969 or slightly less than 7 percent of the

state total. Of the total labor force, over 16 years of age in the

region, persons reporting agricultural earnings as their major source of

income accounted for 8.5 percent of the total. However, when excluding

Nueces County, with its large urban population, the proportion of agri-

cultural employment to total employment increases to 11 percent. (This

figure compares with about four percent for the State.)

Agricultural employers hired almost 40.000 individuals during 1969.

Three-fourths of these were hired for less than 150 days per year.' These
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dlta suggest that agricultural employers in the region hire about

10,000 regular employees. Many of the remaining agricultural employees

may list agricultural employment as their major source of income, but

agricultural earnings are obtained from more than one employer. The

continuing need for large amounts of seasonal agricultural labor con-

tinues to place the agricultural employer in a relatively poor compe-

titive position with nonagricultural employers who can offer steadier

employment opportunities. Also complicating the agricultural labor

market in the Lower. Rio Grande Region i. the potential availability

of Mexican workers. Since these workers are willing to accept employ-

ment at wage levels lower than workers residing in the Region, their

presence serves to keep the general wage level of the Region lower

than that for other parts of the state.

The extension of unemployment insurance to the agricultural sec-

tor in the Lower Rio Grande Region would provide an estimated increase

to household income of $2,258,962 under coverage criteria currently in

effect for most other employers in Texas. (One worker for 20 or more

weeks or meeting a minimum high quarter payroll of $1,500.) Of this

amount, $1,021,047 would be the result of direct income transfers

charred to employers outside the Texas agricultural sector. The re-

maining amount would be charged to Texas agricultural employers both

within and cutside the Region. Under a less exclusive coverage criteria

whiea would cover employment perforaed for employers with at least four

workers for 20 or more weeks or meeting a $5,000 high quarter payroll,

total income transfers of $2,137,889 were estimated. Of this total,

$968,459 were as a result of employment outside of the Texas agricultural

sector.
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EPILO(RIE

SOME POLICY IMPLICATIOS

Drawing from the data presented in this report,and the argu-

ments developed therefrom, some policy suggestions with ree.y..,ct to

agricultural employment, unemployment insurance, and general econOmj,c
-

well-being in the Lower Rio Grande Region will be presented. The

suggestions presented in this final section should be viewed as explora-

tory and as an attempt to bring into focus some of the income and labor

market problems associated with seasonal agricultural employment com-

bined simultaneously with the need for more highly skilled regular

employees in an increasingly mechanized agricultural sector.

Unemployment insurance, as presently constituted, provides

seasonally unemployed workers with a deferred income during periods

of industry induced unemployment. Under legislation currently in

effect in Texas, the level of weekly benefits and the duration for

which benefits are received are closely related to the labor force

participation and the level of earnings of the recipient in the pre-

ceeding year. Therefore, unlike welfare related income, receipt of

which is based on a monetary needs test, unemployment insurance benefits

are viewed as paymentS received by workers as a matter of right during

periods of unemployment due to industry or employer related causes.

With legislation extended to agriculture, the agricultural employer

hiring seasonal workers would retain a portion of the worker's wages

in the unemployment insurance trust fund to paid out in the event of

off-season unemployment. This is not dissimilar to the practice of

compensating teachers hired on a nine month contract over a period

of 12 months. Only the mechanism by which the transfer occurs is

altered. In the one case it is a straight contractual arrangement

with the employer; in the case of the unemnloyd seasonal agricultural

worker, the Federal-State unemployment insurance system acts as the
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intermediate agent. From the employer perspective, payment of un-

employment insurance to workers during the off - season aids in stabil-

ization of the labor force and insures the return of skilled workers

the following season.

A complicating factor, however, is brought into the above analysis

when considering the impact from extension of unemployment insurance to

a labor surplus region such as the Lower Rio Grande Region of Texas.

Although oriented toward the higher wage markets in the northern states,

the workers choose to reside in the Valley for a variety of reasons

which may include maintenance of cultural and family ties, relatively

mild winter weather, or perhaps because of the general lower cost of

living in the Region. Viewed from this perspective, these workers are

not dissimilar to tourists who have been coming to the Region in in-

creasing numbers during recent years. Oriented to labor markets

outside the Region, they are temporary residents during the winter

months.

Due to the destabilizing effects of seasonal agricultural

employment, economic development strategies designed to increase this

type of employment should not be encouraged. Rather, additional empha-

sis should be placed on agricultural research designed to develop

harvesting machinery which will decrease peak seasonal labor demand.

Increased attention should also be directed toward upgrading skills,

working conditions, and wage levels of regular agricultural employees

in order to bring their living standards up to a level consistent

with those of their nonagricultural neighbors. Additionally, com-

petitive agricultural wages for regular employees could also assist in

recruitment of higher skilled workers.

Due to the relatively low direct regular employment effects frim

expansion of agricultural production in the Region, it appears more

suitable to base expansion of the agricultural sector on production
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efficiency and market criteria rather than solely on employment

generating criteria. Combined with policies designed to enhance

mechanization of seasonally labor intensive agricultural enterprises

and increased emphasis on the use of secondary family workers and

legally entering Mexican Nationals in the seasonal agricultural labor

force would minimize the destabilizing employment effects from

expansion of the agricultural sector.

Since the region serves as an entry point for many Mexican

Nationals, some of w'iom migrate to cities outside the Region, a case

can be made for continued emphasis on improving educational facilities

which will provide these people with marketable skills and thus raise

their expected income stream as well as providing them with means to

become more productive citizens. Simultaneously, however, emphasis

on growth of stable, employment intensive industries in the Region

should be encouraged, perhaps with a view toard providing initial

employment opportunities for workers who eventually vill be migrating

out of the area. By encouraging a flo of out migration from the

Region, combined with the development of stable, labor intensive

employment opportunities, including those which provide initial

employment for new immigrants, the Region may slowly move toward

a relatively cable aggregate employment position.
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APPENDIX I

THE TEXAS AGRICULTURAL SECTOR AS DEFINED

FOR PURPOSES OF THE FEDERAL UNEMPLOYMENT TAX ACT
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Agricultural labor is defined as all services performed: 1J

1. on a farm, in the employ of any person, in connection with cultivating
the soil, or in connection with raising or harvesting any agricultural
or horticultural commodity, including the raising, shearing, feeding,
caring for, training, and management of livestock, bees, poultry, and
fur-bearing animals and wildlife;

2. in the employ of the owner or tenant or other operator of a farm, in
connection with the operation, manageent, conservation, improvement,
or maintenance of such farm and its tools and equipment, or in salvaginc
timber or clearing land of brush and other debris left by a hurricane,
if the major part of such service is performed on a farm;

3. in connection with the production or harvesting of any commodity defined
as an agricultural commodity in Section 15(g) of the Agricultural
Marketing Act, as amended (46 Stat. 1550, 3; 12 U.S.C. 1141j), or in
connection with the ginning of cotton, or in connection with the opera-
tion or maintenance of ditches, canals, reservoirs, or waterways not
owned or operated for profit, used exclusively for supplying and
storing water for farming 'Irposes;

4. a. in the employ of the operator of a farm in handling, planting,
drying, packing, packaging, processing, freezing, grading, storing,
or delivering to storage or to market or to a carrier for transpor-
tation to market, in its unmanufactured state, any agricultural or
horticultural commodity; but only if such operator produced more
than one-half (1/2) of the commodity with respect to which such
service is performed;

b. in the employ of a group of operators of farms (or a cooperative
organization of which such operators are members) in the performance
of service described in subparagraph (a) above, but only if such
operators produced more than one-half (1/2) of the commodity w4th
respect to which such service is performed;

c. the provisions of subparagraphs (a) and (b) shall not be deemed
to be applicable with respect to service performed in connection
with commercial canning or commercial freezing or in connection
with any agricultural or horticultural commodity after its delivery
to a terminal market for distribution for consumption.

5. on a farm operated for profit if such service is not in the course of
the employer's trade or business or is domestic service in a private
home of the employer.

As used in this subsection, the term "farm" includes stock, dairy,
poultry, fruit, fur-bearing animals, truck farms, plantations, ranches,
nurseries, ranges, greenhouses or other similar structures used primarily
for the raising of agricultural or horticultural commodities, and orchards.

1. Texas Employment Commission, Texas Unemployment Compensation Act
(Art. 5221b, V.A.C.S.), Austin, Texas, 1972, pp. 69-71.
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APPENDIX I I
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METHODOLOGY

The input-output analysis used in this study follows the conventional

procedures associated with analysis of the "open" model. In the open

model, household income is treated as exogenous to the processing system.

That is, it is assumed that the allocation of incomes received by households

is independent of the. technological relationships existing within the

production and processing sectors of the economy. The proportional dis-

tribution of household income among the 78 sectors of the Lower Rio Grande

regional model is considered representative of the existing household

consumption patterns. It is further assumed that additional income received

by households would be allocated in precisely the same manner as existing

household income. Since the additional income resulting from extension

of unemployment insurance to agriculture would increase household income

by less than .2 percent of the 1967 levels estimated in the model, the

assumption appears realistic.

A large proportion of the agricultural worker population residing

in the Lower Rio Grande Region is highly mobile throughout the year. This

makes reconstruction of the allocation of benefits received by the workers

a more difficult task. Employer and worker data were recorded on separate

interview schedules as a part of the unemployment insurance study. An

estimate of $37,719,695 in agricultural wages was obtained. This includes

wages paid by cotton gins and some crew leader wages.

Since benefits received by workers are charged back to employer

accounts, it was necessary to estimate the amount of benefits charged

against these wages. This was done by using the ratio estimator in

equation i.
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agr. benefitsLRG, = {total agr. wage
LRG, i

x agr. benefits, 1.

total agr. wagess,i

The subscripts LRG, s, and i relate respectively to 1) the Lower Rio Grande

Region, 2) the state, and 3) the individual agricultural industries under

consideration. The benefits were than summed over each industry to arrive

at the total benefits attributable to agricultural earnings within the

region. To obtain the total taxable wages earned by workers in the region,

it was necessary to use estimates obtained from the worker phase of the

survey. Workers were interviewed throughout the state of Texas during

the fall and winter months of 1970. Detailed week by week work histories

were obtained for these-workers. The data included the number of employers

and the amount of earnings associated with each of these employers. The

employers were identified by type of occupation, either agricultural or

nonagricultural, the state in which the employer operated. From these

data, an average relationship between taxable wages earned from Texas

agricultural employment and taxable wages earned from all other employment

was obtained for workers who had employment in the Texas agricultural

sector as well as employment outside of the Texas agricultural sector.

Using this information in the ratio estimator identified in equation 2,

the total taxable wages earned by workers residing in the Lower Rio Grande,

Valley was obtained.

total tax wageus = total regional agr. wages
LRG

x total taxable wages

{

2.

Total instate agr. wages
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It was not posSible to develop estimates of benefits received by

workers in the Region directly from the worker survey since the distri-

bution of the agricultural industries in the Lower Rio Grande Valley is

not identical with the distribution throughout the state. A much greater

proportion of fruit and vegetable operations are found in the 19 county

region of the current study than are found throughout the state. Therefore,

the approach used to estimate total benefits attributable to workers per-

forming some agricultural work in the Lower Rio Grande Region was calculated

as shown in equation 3.

total benefits
LRG

= j total taxable wages
LRG

x agricultural benefitsLRG 3.

total agricultural wages
LRG

The assumptionsimplicit in the above derivation of benefits attribut-

able to agricultural workers residing in the Lower Rio Grande Region are:

1) that all workers in the region have had both employers within the

agricultural sector of the region as well as agricultural employment outside

of the region. This assumption is not entirely correct for we know from

Census of agriculture data that as many as 10,000 employees were employed

as full-time agricultural workers for one employer in the Lower Rio Grande

Region in 1969. However, the total value of income transferred into the

region appears quite reasonable, if distributed in the same manner as

benefits were distributed over the state. Average benefits received by

workers eligible under the coverage criteria for employers hiring four

workers for at least 20 weeks or meeting a $5,000 high quarter payroll was

about $311 per person. Using this an an average figure for benefits

received by eligible workers in the Lower Rio Grande Region indicates that

about 6,900 additional workers would have been eligible to receive benefits
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in 1969 had unemployment insurance been available to agriculture under this

provision. This suggests that somewhere between one-fifth and one-third

of the agricultural worker population in the valley would have actually

received benefits.
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APPENDIX III
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