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Nonmetro Kentucky Counties, by Donald K. Larson and Claudia K. White,
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Abstract

Overall employment growth ina rural area will probably not benefit all households
or residents In that area. In a nine-county area of south-central Kentucky, rapid
employment growth between 1974 and 1979 did create new job opportunities.
However, only 18 percent of the households had members who took advantage
of new jobs. The employment growth also did not reduce the area’s overall poverty
level. About as many households fell into poverty as left the poverty ranks during

the study period. Some population groups, such as households headed by women,
remained economically disadvantaged despite the area’s growth. Other groups,
such as the elderly, maintainedtheir income status by relying on public and private
income transfer programs.

Keywords: Rural employment growth, households, income status, poverty status,
female heads of households, elderly heads of households, longer term residents,
regression model.
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Summary

Overallemployment growthina rural area will probably not benefit all households
or residents in that area. In a nine-county area of south-central Kentucky, rapid
employment growth between 1974 and 1979 did create new job opportunities.
However, only 18 percent of the households had members who took advantage
of the new jobs. Employrient growth thus does not benefit all households, nor
doesitreduce the area’s overall poverty level. About as many households fell into
poverty as left the poverty ranks during the study period.

An estimated 44,340 longer term resident households in rural Kentucky that were
demographically similarto all U.S. nonmetro househnlds were analyzed. Here are
some of the authors’ specific findings:

® For households located in the study area continuously between 1974 and
1979, their average relative income levei changed very little as a result of the
area’s employment growth. Although 28 percent reported improved relative
incomes, another 22 percent lost ground when household members either
retired or reduced their annual work hours.

® Households headed by elderly persons maintained their relative incomes
because they were dependent on public or private income assistance
programs which were indexed to the Consumer Price Index.

® Households headed by women had a limited benefitfrom the area’s employ-
ment growth eventhough that growth increased the number of jobs available
to women. Most of the women who benefited from the job growth lived in
households headed by men.

® Expan.ed job opportunities benefited a limited number of pcor households
but did not lower the area’s overall poverty level. About 21 percent of the
longer term resident house holds were classed as poorin both 1974 and 1979.




Glossary
Statistical testing and primary sampling unit:

Significant difference — A comparison between two
variables was statistically significant at the 95-percent
confidence level in most cases when the observed
difference was greater tha: two times the standard error
of the difference. The variab.es tested were in the form
of totals, ratios, percentages, dollar values, and soforth.

Primary sampling unit — Pnimary sampling units
(PSUs) are associated with the frame sample. For the
ust frame, establishments were the PSU's, for the area
frame, land segments of varying size were the PSU's.
PSU's serve as the base for deriving variances, as
opposed to observations, in a multiframe survey design.

Household and related terms:

Household — A group of persons not necessarly
related by blood or marriage, whose usual place of
residence is in a house, an apartment, a group of rooms,
or a single room occupied as separate living quarters.

Existing household — The household existed in both
1974 and 197 ) regardless of its location, and the head
or spouse or both in 1974 were still present during
January 1980.

Longer term resid:nts — Members of those house-
holds who lived in the nine-county areaduring both 1974
and 1979 where the head or spouse or both in 1971
were still present during January 1980.

Newer residents — Members of those households

existed in both 1974 and 1979, but the household was
jocated outside the study site in 1974. Head or spouse
or both in 1974 were still present during January 1980.

New households — Households which did not exist in
1974, and households where the head or spouse or both
in 1974 were not the head of the household in Jaruary
1980.

Linked households — The household contained at
least one person who was employed by a list frame
establishment that participated in the survey

Nonlinked households — The householu contained no
members who were employed by a list frame establish-
ment that participated in the survey. All adult members
of the household were either all unemployed, out ¢f the
labor force, self-employed, employed by an establish-
ment not on the list, employed by an establishment on
the list that refused to participate in the survey, or
employed outside the study site.

Persistently low income county — The county’s per
capita income was in the lowest fifth of all nonmetro
counties 1n 1959 and 1979.

Survey sample design:

Listframe — The listframe sample was comprnsed of a
list of private-sector establishments and government
units located in the nine-county area A subsample of
employees was drawn from the surveyed list frame
establishments which subsequently became the list
frame sample of households.

Area frame — The area frame consisted of a two- stage
stratified cluster sample, where the first stage involved
sampling segments and the second stage involved
sampling establishments and households. The area
frame provided a sample of establishments and house-
holds not identified by the listframe The area frame and
list frame together represented the total pooulation of
establishmerits and households.




Will Employment Growth Benefit All Households?
A Case Study in Nine Nonmetro Kentucky Counties

Donald K. Larson and Claudia K. White*

Introduction

Many local officials in nonmetro areas welcome empioy-
ment expansion because it 1s perceived to improve the
general well-being of local residents. Enhancing the
weil-being of all rural residents, particularly the disadvan-
taged. is one mejor objective of Federal rural develop-
ment efforts (46) ' Income is frequently used to reflect
household or family well-being, and changes inincome
are often used as ameasure of the effects of employment
growth (24). Exactly how employment growth is distrib-
uted among the population and the resulting effect on
income distribution, however, have not been fully
explored, even though some segments of a population
may not benefit from increased job opportunities
(20,28,31).

We identified the vanables that explained changes in
household income status between 1974-79 in a nine-
county area in south-central Kentucky. “Income status”
represents arelative measure of the income relationship
between households. We examined the role that employ-
ment expansion played in explaining the change in
income status. The period 1974-79 saw rapid employ-
mentgrowth inthe study area. We gave special attention
to the extertthat growth injob opportunities affected the
area’s economically disadvantaged households, particu-
larly longer term households that existed in the study
site nboth 1974 and 1979. The 1979 data, collected in
January 1980, are the most recent available for a study
of this nature in nonmetro Kentucky.

" The authors are economists in the Agriculture and Rura! Economics
Division Economic Research Service, U S Department of Agniculture,
Washington, DC

" alcized numbers inparentheses wdentify tems in the References
at the end of this report

Employment growth is considered an important instru-
ment for removing rural areas from economic stagnation
and enhancing the general well-being of rural residents.
While employment expansion will increase aggregate
income (30), two questions remain. How will that In-
creased income be distributed? What effect will it have
on the income status relationship one household, espe-
cially alonger term household, has with other households
in the same general area?

Many nonmetro communities or areas have gained in
aggregate or per capitaincome (1, 3, 12, 16, 23, 25, 27,
30) When a research focus shifts to the effects of
employment growth onindividual or household income,
the outcomes vary considerably. Studies that have
focused onincome distribution suggest some segments
of the population received little or noincome gains from
employment growth (7, 2, 5, 18, 23, 25, 26, 29). For
example, there was no change inincome gains by heads
of households in an area where emplcyment grew
compared with a nongrowth area (7). Yet, other studies
have shown a more equal income distribution resulting
from expanded job opportunities (9, 17, 19, 24, 32, 47).

Some earlier studies attempted 1 distributional analysis
of employment growth by using aggregate income
distribution data, but the findings were questionable
because factors other than employment growth can alter
income distribution among population segments (28,
33). For example, Government transfer payments mea
sured on a per capita basis grew nearly 200 percent
between 1969-77 in the nonmetro South (74). These
payments could affect the distribution of income withcut
employment expansion. While these earlier studies have
provided useful insights and plowed unbroken ground,
empirical gaps still remain concerning the distributive
effects from employment growth, particularly the effects

8
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on household income status and poverty status. Given
the diversity amongnonmetro areas, findings may vary
widely. Thus, generahzations about the distribuiional
effects of employment growth on household income
status require an examination of different nonmetro
areas. This study attempts to fill one part of that empirical
gap on the distribution of benefits resulting from rapid
employment growth by studying one type of nonmetro
economy.

Study Site and Data

Figure 1

Counties In Kentuchy study area
W17 IR AT

This report’s data represent a cross-section of house-
holds residingin Clay, Clinton, Kncx, Laurel, McCreary,
Pulaski, Russell, Wayne, and Whitley counties 'n Ken-
tucky during January 1980 (fig. 1).2 The area in 1980
had approximately 76,400 households with 226,800 % o
people (34, 35, 45). Between 1970 and 1980, the area’s e inton) Monticello
population grew about 30 percent, 2.5 times the national ul
growthrate. The area had a very small minority popula-
iion. Between 1970 and 1279, employment increased

ST

.
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44 percent, with the greatest employment growth in comprises persons who are related by blood or marriage
manufacturing, wholesale and retail trade, miring, and The sample households are representative of the com-
services (6). Although this area’s service sector ex- munity in January 1980, but we do not have a represen-
panded rapdly during our study period (1974-79), the tative sample of the communities’ households for 1974.
local economy depended heavily on manufactunng. The The individual is too narrow a conceptbecause itignores
area's agricultural sector was a relatively small source customary dependency relationships among individuals
of employment. All the counties except Laurel County in a household. For example, the decision on how
were classed as persistently low-income counties in income is spent often stems from joint decisions of
1969 (8). Six counties (Clay, Clinton, Knox, McCreary, household members. Also, earnings from two or more
Russell, and Wayne) retained this designation in 1979, working members are often pooled in a household unit;
despite the area's mpressive employment growth during thus, the income of a single member may not reflect the
the seventies (75). relative economic status of all members of the household.
Methodology Relative Income Status
We examined two aspects of the local populationin our Researchers have developed several methods of
nine-county study area: households and the relative measuring economic status (4, 10, 717, 13, 21, 38, 39).
income status of those househclds. We decided that the most apprcpriate measure for our
analysis was a ratio of total nominal household income

Households divided by an appropriate U.S. official poverty threshold

. . value.® This measure represents a household's relative
The individual, household, farnily, and community are income status that has the following general form.

units frequently used in past research efforts for studying

the effects of employment growth onincome distribution HNI HNI
(4,9, 10, 17, 19, 21). For this report the household is Relatveincomesstatus = 57~ ~ {pT
the appropriate unit for analysis because about 10 ' !
percent of the surveyed units contained persons living

together who were unrelated; family, by definition,

< For details about the sample design, see (6) The survey used & 3 The Bureau of the Census’ standard poverty thresholds for 1974
randomly stratified multiple-frame design. and 1979 were used as the ratios’ denomnators (36. 37)

ERIC J




where

HNI  total norminal income of household. all
sources,
HPT - US official poverty leve! for household in
analysis,
1 1979, the year of the survey data on income,
and
J = 1974, the survey’s base time period.

A similar measure has been used in a recent research
project conducted by the Universtty of Michigan (70, 21).
This ratio takes into account both the effects of changes
in income status (such as employment) and household
composition (such as number of household members),
this latter effect is not reflected by total money incorne
(21) By usingthe U S official poverty standards in the
denominator, the ratio further accounts for househo'd
economies of scale in consumption and other b2sic needs.

Characteristics of Households

The Kentucky household survey represents an estimated
61.250 households in January 1980, containing nearly
175,000 persons of all ages (table 1). The area's house-
holds were about 99 percent white and not of Hispanic
ongin The households averaged 2.8 g ersons, which was
similar to the national average size of all nonmetro
households Nearly 75 percent of the household mem-
bers were oflabor force age, that is, adults 16 years of
age and older at the time of the survey (6).

Mean household income in the study site for 1979 was
about$12,000, lessthan $5,000 below the mean for all
US nonmetro households (40). Over half of the sur-
veyed households had a total income in 1979 under
$10.000. the medianincome was $9,500 (table 1). The
surveyed households contained an average of 1.1
incorne earners, well below the national average of 1.6
(41) Among the surveyedhouseholds, 28.5 percent had
no earners in 1979, more ihan double the national level

of 14 percent (47) Nearly 28 percent of the surveyed
households were classed as poor in 1979, more than
double the 12-percent level for all U.S. nonmetro areas
and much h.gher than the 18-percent rate for nonmetro
Kentucky in 1979 (36). The relatively high number of
households without any earner contributed to the rela-
tively low average household income and the relatively
high incidence of poverty among the surveyed house-
holds for 1979. Also, wage levels of most of the area's
employers were below the national average (6).

Q

Will Employment Growth Benefit All Households?

The surveyed households had an estimated combined
aggregate income of about $737 miillion for 1979 Most
of that, about 80 percent of the $727 million, came from
various wage and self-empioyed jobs held by household
members in all households and in households which
were not poor (fig. 2, charts A and B). Although income
from retirement was relatively small overall, this income
source was important among households where mem-
bers did not work during 1979.

Compared with nonpoor households. poor households
had a different pattern of income sources in 1979,
Aggregate income came about equally from earnings
and retirement sources among households clasced as
poorin 1979 (fig. 2, chart C). Income from earnings and
retirementmade up 35 percent and 32 percent, respec-
tively, of the aggregate income received by poor house-
holds. Public assistance was also an impoitant source
of economic support among poor households at more
than 20 percent of aggregate income.

Most of the surveyed heads of households were men
who had less than a high school education (table 1;.
Household heads were on average 48 years old and had
finished just less than 10 years of formal schooling.
Nearly 25 percent of the area’s household heads were
classed as elderly, that 1s, the head was 65 years or
older at the time or the survey. The area's percentage
of households headed by elderly persons closely resem-
bled that for the Kentucky and U.S nonmetro areas in
1979 (42, 44).

The centralobjective of ihe analysis 1s tc determine how
the area's longer term rusident households. those
sample households Iccated in the study site iri both 1974
and 1979, benefitad from the area's employment
growth * These households are one of the concerns of
rural economic developmernt policy. Some jobs created
duringthis 5-year period were taken by persons in newly
formed households as well as persons in existing house-
holds Among all surveyed households, about 15 per-
cent, or 9,270 were "newly formed households,” that is
the household unit did not exist in 1974 (table 2). These
households included two groups. The first were house-
holds formed after 1974. The household head was
typically a married man, a new entrant to the labor force,
and 22 to 29 years old. If childre:, were present in the

* Ahousehold was defined to existin buth L nernwds i the head
N 1979 was also the head 1n 1974 or was the spouse of a deceased
1974 head No 1974 income data were collected for households which
did not conform to this rule

10 ’
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Table 1—Household characteristics, nine-county Kentucky area, nonmetro Kentucky, and U.S. nonmetro areas, January 1980
! Nine-county Nonmetro U.S.
Charactenstics Unit Kertucky area Kentucky' nonmetro?
Total households Number 61,520 689,090 19,912,700
Total persons, allages do. 174,930 1,972,700 55,516,190
Household economic status, 1979
Totalincome—3
Mean Dollars 11,980 15,080 16,930
Median do. 9,500 11,960 14,040
Income status ratio—"
Mean Ratio 2.12 NA NA
Median do. 1,58 NA NA
Poverty status—°
Poor Percent 27.6 183 12.0
Not poor do. 72.4 81.7 88.0
Earners inhousehold-
Mone do. 28.5 16.9 14.1
One do. 38.3 38.1 335
Two do. 29.0 37.1 41.4
Threeormore do. 42 7.9 10.8
Average nuwber of earners Number 1.1 1.4% 1.6
Size of household-
One person Percen: 14.9 18.3 20.9
Two persons do 366 30.7 32.2
Three persons do 204 20.2 17.4
Four persons do. 16.6 17.0 15.7
Five or more persons do 11.5 13.8 13.9
Averagesize Number 2.8 29 2.8
Head of household-
Sex—
Male Percent 81.2 77.2 75.5
Female do 188 228 245
Age, 1979 —
16-34 years do. 28.9 296 28.8
35-54years do. 32.9 31.5 31.0
55-64 years do. 13.8 15.6 16.1
65 years andolder do. 24.4 233 241
Average age of head Years 48.5 NA NA
Education level, 1979—
Lessthan high school Percent 59.9 NA 55.8
High school do. 23.7 NA 13.5
Beyond high school do. 16.4 NA 21.0
Average years of schooling compteted Years 9.8 NA NA
NA = Not available
'Source (44, 45).
2Source (40, 41, 43)
“Totai income betore deductons recewed by aii household members from ali sources except the sale of land. bu. _ .,gs, stuchks. Or other capital
assets durning the year
fTotal household income divided by an appropnate U S official poverty threshold value for each household
“We used the Bureau of the Census standard poverty taresholds for 1979 to determine poverty status of the surveyed householas (36)

SEstimated

O

ERIC*
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Figure 2

A. All Households

44%

B. Households That Were Not Poor

4.1%

C. Poor Households

21.6%

3.1%

35.0%

Distribution of Aggregate Total Ho

usehold Income by Source

Unemployment and
worker's compensation

[>> Earnings’
B

W Public assistance?
%’ Retirement 3

Other income*

1/ Wage and salary earmings. nél income from nonfarm
business. partnership. or professional practice. nst
income from a farm business

2/ Aid to Families with Dopendent Chidren, Faderal and
State Supplemental Security Income. and other public
assistance

3/ Social Secunty. ralroad retirement, private pension and
annuities. Government employee pensions. and
mitary retirement

4/ Veterans’ payments. interest on savmgs bonds. alimony,

dividends. chid support. net rental income or
royalties. estates or trusts. and any other sources
not reported
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household, they were 5 years old or younger. These
households made up about 72 percent of all households
inthe newly formed category. The second group, or 28
percent, included households .n which the head in

| January 1980 was not the head in 1974.° There was
| one exception to this second rule. If the current head
} was the widowed spouse of the household’s head in
; 1974, who had since died, these households were
placed In the existing household category.

‘ Nine percent of the surveyed households were newer
| residents, that 1s, the household existed in both 1974

and 1980, but it was located outside the study site in
1974 (table 2). Typically, these households wee headed

by a man between 29 and 40 years old, who was, on
average, better educated than heads of longer term
resident households. However, the newer household
heads did nothave as much education as heads of newly
formed households. The study site’s job growth did
provide employment opportunities for persons in these
newer resident households (6).

i Noneconomic factors or other factors not related to jobs

\ are frequently cited as reasons for relocation (78, 22,

| 48). About 80 percent of the newer resident households,

| those that moved to the area between 1974 and 1980,

| reported they moved for reasons which were not directly

| related to jobs or money. As a group, these households

| reported lower average nominal and real incomes in

1 1979 than ihey had in 1974. Nearly 20 percent contained
members who took a wage cut. Thus, theirincome status
was affected by some eventsunrelated to the study site’s
expansion of ;obs.

About 76 percent of all surveyed households were
classed as longer term resident households (table 2).
Heads of these households were typically male, over 50
years old, and had less than a high school education.
The 1979 average income status for these households
did not differ significantly from that of newly formed
households, but it was significantly below that reported
by the newer resident households.

Analytical Procedures

We examined in two phuses the hypothesis that employ-
ment growth in the studly site affected household income

* These households expenenced a major structural or compositional
change between 1974 and 1979. Because household composition
change has a considerabie effect on change in income (21). 1974
income data were not collected from these households.

status. The first phase involved a multiple regression
analysis to identify which factors best explained changes
in household income status. The second phase was a
tabular analysis sh-wing the dynamics, or the distribu-
tional consequences, of those factors that significantly
explained change in household income status.

We used seven categories of independent variables
drawn from other research studies to explain changes
in household income status (5, 9, 70, 19, 21, 30). The
variables reflected household structure, employment
status, unearned sources of income, 1974 income levels,
residency, demographic characteristics of the head of
the household, and employer characteristics. We were
particularly interested in the influence of employment
status and employer characteristics in explaining
changes in household income status. The remaining
variables act as control variables; we knew from previous
research that these variables affect changes in house-
holdincome status, and we wanted to account for their
effect in the regression model. To do so, we used a
weighted leasi-squares multiple regression analysis; we
transformed the expanded estimates so that the new
weights summed to the number of raw observations.®
The dependent variable was the change in household
relative income status, which was defined in the section
describing the methodology.

We performed the regression analysis in two stages.
The first stage involved analyzing changes in household
income status among those households linked with
employers. These households were a smaller subset of
the existing, longer term resident households. This stage
was necessary to determine whether any employer
characteristics were associated with changesin house-
hold income status. The Appendix presents a detailed
explanation of the regression models. The first stage
regression model contained five independent variables
that were significant toward explaining changes in
incorne status (app. table 1). Household size was one
variable, and anincreasein size resulted in adecline in
income status. Three employment-related variables
were also highly significant. Changes in number of
workers within housenold, total annual hours worked by
household members, and household head’s real weekly
wages were positively associated with changes in

b we rescaled the expanded estimates to overcome the problem of
generating greatly reduced standard errors on the regression coeffi-
cients. For further details on this method. see (7)

13

4

R S o 3




Will Employment Growth Benefit All Households?

Table 2—Characteristics of newly formed and existing households, January 1980

Charactenistics

Unit

Newly
formed
household'

Existing households

New_er term
resident?

Longer term
resident®

Totalhouseholds

Household economic status, 1979;
Totalincome —*
Mean
Median

Income status ratio—°
Mean
Median

Poverty status—®
Poor
Not poor

Earners inhousehold:
None
One
Two
Three ormore
Average number of earners

Size of household:
One person
Two per:sons
Three persons
Four persons
Five or more persons
Averagesize

Head of household:
Sex—
Male
Female

Age, 1979—
16-34 years
35-54 years
55-64 years
65 years andolder
Averageage

Education, 1979—
Less than highschool
High school
Beyondhigh school
Average years of completed schooling

Number

Dollars
do.

Ratio
do.

Percent
do.

do.
do.
do.
do.
Number

Percent

Percent
do.

9,270

11,120
8,590

13.6
4/.8

81.4
15.3
217

28.8

39.1
38.4
22.5
1.4

5,530

13.500
11,180

36.2
36.1
14.87
12.97
423

55.9
23.9
20.2
10.8

46,720

11,970
9,490

nNWW

~PrO0W
oNmroOw

-k ad ()

M=o
oNwvLw,

'Newly formed after 1974—did not exist during 1974
?The household existed outside the study area duning 1974
’The household existed within the study area dunng 1974

assets dunng the year
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“Total household income divided by an appropriate U.S official poverty threshold value for each household
“The Bureau of the Census standard poverty thresholds for 1979 were used to determine poverty status of the survey househoids {36)
"Estimate based on fewer than “0 unweighted observations.

*Totaf income before deductions received by all household members fiom all sources excep! the sale of land. buildings. stocks. or other caoital
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income status. For example, a household's relative
income status improved when more members were
working in 1979 than were working in 1974. The fifth
independent variable was households whose real 1974
income was $19,000 or more. This vanable had a
significantly negative coefficient that indicates these
households had smaller income status changes than
households in the third compared group.

None of the employer characterisics was significantly
associated with er.plaining changes in a household's
relative income status in the first stage regression model
(app. table 1). We observed substantial variation in
wages paid full-time workers by establishment type, size,
general wage level, and employment growth status.
Because employer-linked households were widely
scattered among these different employer charactens-
tics, vanations among these groups probably do not
explain changes in a household's relative income status.
Few of the linked workers changed employers over the
study pernods. Thus, the employment growth process
accommodated new entrants to the labor force but did
not cause massive job changes for those employed in
both time periods.

The second-stage regression analysss differed from the
first in two important ways. First, the employer charac-
tenstics were dropped as independent variables. Sec-
ond, unlinked households were added to see if their
inclusion altered the significance of the remaining vari-
ables. This second stage included not only linked house-
holds, but also households where members were either
all unemployed, out of the labor force, self-employed,
employed by establishments not on the list, employed
by estahlishments on the hist that refused to participate
inthe survey, oremployed outside the study site. All the
vanables that were significant in the first regression
analysis were also significant in the second regression
analysis (app. table 2).

Change in the household size vanable had a negative
sign (app. table 2}, with all other vanables held constant,
an increase in household size results in a decline In
income status. An opposite effect would occur with a
decrease 1n household s:ze. Changes in household in-
come status and three other vanables—change in em-
ployment, change in annual hours worked, and change
in head's weekly real wage-—were positively related.
Thus, income status improved when additional house-
hold members became employed, already employed
members worked more hoursin 1979than 1974, or the

head's weekly wage level rose faster than the inflation
rate over the 5-year period. The highest 1974 household
real Income level variable (the $19,000 and over group)
was negatively related tc amitted class of households,
that is, the third 1974 household real income group.

However, regression model 2 contained two additional
independent variables that were significant. Households
headed by women and households reporting “other
income”in 1979 but notin 1974 were significant variables
in explaining changes in income status (app. table 2)
The first of these two had a negative relationship with
changeinincome status and the second had a positive
association. We presented only five of the seven signif-
icant variables in the tabular analysis. Households
reporting “other income” in 1979 but not in 1974 were
excluded because the number of observations was not
sufficientto draw any conclusions. We also excluded the
variable representing the highest category of 1974
household real income. This variable had a negative
relationship caused by persons leaving the work force,
such as retirement. Had all four 1974 household real
income variable categories been significant with their
observed signs (app. table 2), then household income
status would have been more equally distributed among
the households. This situation would have then war-
ranted an examination about the role the area’s employ-
ment growth played in equalizing income status.

Factors Affecting Household Income Status

Employment growth 1s viewed by many Federal, State,
and local government officials as one important way to
improve the income of all rural residents (46). The “all”
imples that gains in income induced by employment
expansion will be distributed equally among the residents
and thus signifizantly improve the overallincome status
level. We studied 44,340 longer term resident house-
holds to determine whether or not employment growth
in the Kentucky site was accompanied by a significant
change in the average household income status between
1974 and 1979. We eliminated 2,380 longer term resident
households (about 5 percent) from the analysis because
of nonresponses regarding 1974 household income
data. These nonresponses were a random event and
not associated with any particular primary sampling unit
or household characteristic.

Most of the longer term resident households we analyzed

showed no appreciable change inincome status between
1974 and 1979. Second, only a relatively small portion
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of these households benefited directl: from the area’s
expansion of jobs. However, the regression analysis
shows those households that did benefit from employ-
ment growth had their income status gain significantly
over the 5-year period.

Overall Change in income Status

There was no significant relationship between the area's
growth n job opportunities and the overall change in
income status among the longer term resident house-
holds (table 3). The mean ratio change of -0.03 did not
differ significantly from zero. Thisfinding supports other
research on this same topic (5, 23). About 62 percent
of these households had ittle or no change in their
relative income status over the 5-year period. These
findings also show that gains in income status among
somehouseholds can be offset by declines among other
households The same proportion of households experi-
enced large income status gains as experienced large
income status losses Researchers whoused aggregate
leveldata and arrived at a similar conclusion—industrial
growth hasno significant effect on household income—
seemingly overlooked this result, that not all households
willexperience positive income gains during a period of
employment expansion.

Table 3—Distribution of longer term resident households
by change in relative income status, 1974-79

Longerterm
tem Unit resident households
Total Number 44,340
Mean changeinincome

status (1979ratio

minus 1974) Ratio’ -0.03

Change in income status,

1974-79° Percent 100.0
Large decrease do. 3.6
Moderatedecrease do. 16.5
Little or no change do. 62.4
Moderateincrease do. 13.6
Largeincrease do. 3.9

"The average value of the differences between the 1979 poverty
status and that for 1974

Poverty status change levels were defined as

(a) Large decrease. ratio difference was equat to or less than
-1900.

(b) Moderatedecrease, ratio difference was -0 600 to — 1 899,

(c) Little or nochange, ratio differencewas -0599 to + 0,599,

(d) Moderateincrease.ratiodifferencewas +0 600 to +1 899:

(e) Large increase, ratio difference was equal to or greater than
- 1900

Will Employment Growth Benefit All Households?

Distribution of Effects

The area’s impressive job growth between 1974-79 was
distributed among a relatively small proportion of the
longer term resident households. Only 18 percent of
these households had more workers in 1979 than in
1974 (table 4). Most of the longer term resident house-
holds were highly stable over the 5-year period. For
example, almest 45 percent of these households had no
change in number of members working. Household size
remained unchanged among nearly 65 percent ¢* {hese
households. However, as verified by both the regression
and tabular analyses, when a change took place, such
as inemployment or annual hours worked, a household’s
income status was significantly altered, either positively
or negatively depending on direction of the change.

Despite the area’s impressive job growth, some longer
term resident households exhibited changes that ran
counter to what one would expect from economic growth.
For example, almost 10 percent of these households
reported a decline in number of household members
working (table 4). Twelve percent of the households
reported reduced total annual hours worked, and nearly
10 percent reported a decline in the head's real weekly
wage. This dynamic nature of employment status
changes among some households can produce a negli-
gible overall net effect on the area'’s average household
income status.

In summary, the lack of a relationship between income
status and the area’s employment growth may be
explained in at least three ways. First, employment
among existing longer term resident households was
generally stable. And, the expanded and contracted
employment efforts of the 5-year period resulted in an
insignificant change in overall relative income status.
Second, about 28 percent of the households we analyzed
had members who were not employed at anytime during
the entire 5-year period. Thus, household income status
hinged upon unearned sources of income, thatisincome
sources that were apart from the expansion of the area’s
employment activity. Third, the survey data do not
provide sufficient information to consider how newly
formed households affected the overall average house-
hold income status. These households, which were
excluded from the analysis, have claims on the area's
employment growth and thus on ihe totalincome gener-
ated in the study area. However, there was no 1974
base income available for the newly formed households.
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Also, we do not have any data on households that were
jocated in the area durning 1974 but left before 1979.

Households Apart from Employment

The literature suggests that individuals who do not
benefit from the area’'s economic expansion may find
themselves in a relatively poorer economic situation after
employment opportunities expand (30, 37). This argu-
ment carries over to households by implying that house-
holds containing persons who do not benefit from an

area's employment growth may be relatively worse off
economically after, than before, employment oppor-
tunities grew. About 28 percent of the longer term
resident households were not directly affected by the
area's employment growth because the head was not
employed in both 1974 and 1979 (table 4). In the house-
holds with fewer workers, most often the head withdrew
from the labor force after 1974 primarily to retire. This
assertion merits attention because households that are
adversely affected by employment growth should be the
focus of policy and programs seeking to improve their
income status.

Table 4—Distribution of existing, longer term resident households by factors affecting household income status, 1974-79

item Longerterm Mean value change in income-status
resident households ratios, 1974-79
Number Ratio value
Total 44,340 -0.03'
Percent
Factors affecting household Income status
between 1974-79-
Employment status and change—°
No change in number working 44.8 -.160
More workers 17.8 4333
Fewerworkers 98 — 550°
None workingin 1974 and 1979 27.6 .067
Total annual hours worked status and
change—*
Large decrease (— 1,000 or more hours) 4.1 -1.103°
Moderate decrease { —200to —999 hours) 7.9 -.288°
Little or no Change { — 199 to 199 hours) 23.5 -.2223
Moderate increase (20010 999 hours) 5.9 5543
Large increase (1,000 hours or more) 3.4 .465°
Not applicable households® 55.2 .075
Head's real weekly wage status and change—
Large decrease (— $100 or more 3.4 - 800°
Moderate decrease { —$30to —$99) 6.1 -.200°
Little, nochange ( — $29 to $29) 15.1 072
Moderate increase ($30to $99) 12.0 1478
Large increase {$100 or more) 4.8 605°
Not applicable households’ 58.6 - 082
Household size status and change—
No change 645 —.052
More members 15.1 - 440°
Fewermembers 20.4 3433

'An average of the differences between the 1979 income status and that for 1974

’Household members change in employment status
*The change differed sigmificantly from zero

'Change in annual hours worked pertains only to households where there was no change in members employment status
“Statistical test not performed because there were fewer than 30 unweighted observations
* Households where employment status among members changed between 1974-79 and includes households where no member was working

in both years

’Includes those heads who were self-employed and heads who were not employed

« 10
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The analysisindicates that income status for households
where the head was not employed in January 1980 was
not significantly altered between 1974 and 1979. The
income status for households with a nonworking head
was significantly lower than that for households with
employed heads in both 1974 and 1979 (table 5). But,
the income status gap between households with em-
ployed and with nonworking household heads did not
widen over the 5-year period. Why didn't the relative
Income status decline for those households with non-
working heads? We tried to answer this question by
examining selected economic and noneconsmic charac-
tenstics

The regression analysis results show that change in
income status among households headed by elderly
persons was not significantly different from households
where the head was 35t0 54 years old.” For the Kentucky
study site, nonworking heads generally were males,
elderly. and had less than a high school education (table
6) Their major source of economic support came from
nonearned Income sources For example, about 80
percent of the households with nonworking heads
reported that income came from retirement-related
sources, largely Social Security. As expected, public
assistanceas anincome source was also more prevalent
among households where the head was not working.
Social Security and Supplemental Security Income (the
public assistance reported by most households headed
by elderly persons) are indexed by the national Con-
sumer Price Index, thus helping the elderly to maintain
real income levels over time.

7 The class of household heads 35 to 54 years old was the omitted
group against which the household income status changes were tested
(app table 2).

Table 5—Relative income status among existing,
longer term resident households by
head’s employment status, 1974 and 1979

Average income status ratio for—'

ltem Difference
1974 | 1979 | Differenc
Ratio value

Head's employment status. R
NotworkingJanuary 1980} 1269 1.217 -0.0522
Working January 1980 2712 2.729 0172

'income status was defined as total household income divided by
its appropriate U S official poverty threshold.

‘The difference between income status for 1974 and 1979 was not
significantly different from zero

ERIC

IToxt Provided by ERI

Will Employment Growth Benefit All Households?

Some households with nonworking heads contained
other members, most often the spouse, who were
working and who contributed substantially to househoid
income. Wages of these working household members
kept pace with general inflation over the 5-year period.
Some households declined in size-had fewer members
to support-thus, their income status improved. These
factors together contributed to the finding that house-
holds headed by a nonworker maintained their relative
income status, that is, they were not in arelatively poorer
economic position than before employment growthtook
place over the 5-year study period.

These nonworking household heads can be generally
considered as noncompetitors for jobsinthe area’'s labor
market (30). The nonworking household heads' age
structure suggests that many were probably retired or
engagedin housework (table 7). Only avery smallgroup
were in the area’s labor force but unemployed. Poor
health was reported as a major factor imiting the ability
towork by almost 51 percent of the nonworking house-
hold heads. Old age and poor health often go together.
Among most male household heads under age 60,
nowever, a health problem or condition was severe
enough to prevent them from seeking employment
during 1979. “Not interested in paid employment” was
the next most important reason given by nonworking
heads of households for not seeking employment. Most
of these persons listed their current activity as retired.

Households Headed by Women, January 1980

The regression analysis shows that households headed
by women had a significantly smaller change inincome
status over the 1974-79 period than did households
headed by men (app. table 2). Over this 5-year period,
the overall income status gap widened considerably
betweer. households headed by men and those headed
by women. The average change in household income
status among households headed by women was
negative and signficantly different from zero (table 8).
However, the widened income status gap between these
groups was primarily the result of change in a house-
hold's composition. About 25 percent of the womenwho
headed households in January 1980 were widowed
sometime after 1974. Thus, the death of a male head of
household could reduce the household income statusin
two ways: (1) by reducing the household's flow of
earnings if he was working in 1974 or (2) by reducing
the benefits paid to the surviving spouse if the deceased
head was retired in 1974. No data are available on the

1
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Table 6—Selected characteristics of existing, longer term resident households,
by not working head and employed head, January 1980

o B Longer term resident households—
Charactenstics Unit Total Head not woiking, Employedhead,
January 1980 January 1980
Total households Number 44,340 17,750 26,590
Head of household:
Sex—
Male Percent 83.2 70.0 92,0
Female do 16.8 30.0 8.0
Age—
Under 35 years do 17.7 45 26.5
35-54 years do. 36.5 15.5 50.5
55-64 years do. 151 13.4 16.2
65years and older do. 30.7 66.6 6.7
Average age Years 53.0 65.8 445
Education compieted—
Lessthanhigh school Percent 65.1 86.8 50.7
High school do. 211 7.5 30.2
Beyond high school do. 13.8 5.7 19.1
Average years of completed schooling Years 93 7.6 105
Households reporting income from:
Earnings? Percent® 66.8 17.0 100.0
Unemployment and workers’ compensation do. 10.2 10.5 100
Publicassistance® do. 17.2 37.7 34
Retirements® do. 39.9 80.3 129
Other® do. 27.7 325 24.4
Average moneyincome, 1979 Dotllars 12,050 5,950 16,120
Average inccmestatus ratio for 1979 Ratio 2.1 1.2 27

'Estimate based on fewer than 10 unweighted observations.

2Income recewved from wages and salanes and net self-employment from farm or nonfarm businesses.

3Because some households received income from more than one source, percentages will not add to 100

%inciudes pavments from Aid to Families with Dependent Children (AFDC), Supplemental Secunty Income {SSI), or other State or loca! public
assistance.

Sincome received from benefits such as Social Secunty, railroad retirement, or private, Government, or military pensions or annuities

Sinciudes veterans payments, intereston savings or bonds, alimony, dividends or stocks, child support, netrentalincome orroyalties, estates
or trusts, and any other source not already reported

Table 7—Nonworking heads of existing, longer term resident households in January 1980:
Current activity and reason not working

: Longerterm resident household
em Unit heads notworkingin January 1980

Total Number 17,750
Currentactivity:

Goingto school Percent 0.3'

Housework do. 12.1

Retired do. 65.6

Voluntary work do. 2.3

Unemployed do. 2.6

Other do. 17.1
Reasons not looking for work Number 17,2902

Discouraged worker® Percent 7.8

il health do. 50.8

Notinterestedin paid employment do. 40.1

Interested inpaid employment, but could notwork* do. 1.3

'Estimate based on fewer than 10 unweighted observations.

2Excludes 460 households where head was unemployed 1n January 1980

3includes household heads who had stopped looking for work because they believed none was available

'Includes household heads who were interested in paid employment but had to care for a chiid or a sick or aged adult or who had no transportation
to and from a work place.
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Will Employment Growth Benefit All Households?

Table 8—Household relative income status and money income among existing longer term resident
households by head’s sex and composition status of the household, 1974 and 1979

Men (both years) 36,890

7.450

Women

Percent

Both years® 74.8 1.447

Sometime after 19745 25.2 1.746

2.267
1.354

1.371
1.303

f Average household—
ltem Total Income status' Money income
households ;
Differer.ce Difference
1974 1979 (1974-79) 1974 1979 (1974-79)
Number ceeeeeeeeees Ratio valug--=---=----- ~-Dollars Percent
Households headed by

-0002?
- 169°

9,070
4,880

13,230 45.9

6,200 27.0

- 0762 4,250 6,290

5,930

480

—.443% 6,730 -119

'Income status was defined for each
“The value did not differ significantly from zero
3The value did differ significantly from zero

observations which provides some validity to the finding
*The household was headed by the same woman in 1974 and in 1979

employmentstatus of the former head of the household
in 1974 However, the change in income status among
heuseholds headed by women in both 1974 and 1979
did notdiffer significantly from that of households headed
by men. Past resear~h has shown that major composi-
tionalchanges, such as change in marital status, greatly
alter a household’s income status (27).

While the employment growth provided jobs for women
inthearea, the benefits of job expansion were less likely
to affect households headed by women (6). Among the
longer term resident households reporting persons
entering the labor force between 1974 and 1979, 12
percent were households headed by women as of
January 1980.% Most women entering the labor force

duringthe study period lived in a household headed by
a man.

As expected from past evidence, there was a sharp
income disparity between households headed by men
and those headed by women (table 8). Women who
headed households were most often not working, were
elderly (65 years or older), and were more likely depend-
ent on retirement benefits or public assistance for income

" There were too few observations to draw any conclusions about
how employment growth affected the income status of househoids
headed by women widowed sometime after 1974

ERIC

IToxt Provided by ERI

year as total household income divided by its appropriate U S official poverty threshold,
“Statistcal test not performed because there were less than 30 unweighted observations There were, however, more than 10 unweighted

The household was headed by a man in 1974, but his widow took over sometime after 1974,

support (table 9). The proportion of households headed
bywomenreporting earnings for 1979 was just over half
thatfor households headed by men. Households headed
bywomenwere typically smaller and had fewer persons
of labor force age than households headed by men.

Alleviating Poverty

Rural economic development often has been advocated
asameans to aid the economically disadvantaged (46).
The analysis that follows, based on the longer term
resident households in our Kentucky study area, indi-
cates that employment growth had a limited effect on
alleviating poverty.

Household Poverty Status, 1974-79

We used Federal poverty thresholds to identify im-
poverished longer term resident households in both 1974
and 1979 (36, 37). About 21 percent of the surveyed
households were “poor” in both 1974 and 1979 (table
10), the proportion of poor households for 1979 did not
differ significantly fromthat for 1974. These poor house-
holds represented about three-fourths of the poor in
either 1974 or in 1979 or in both years. About 3,400
households escaped poverty between 1974 and 1979,
butaboutan equal number became poor over the same

13
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Table 9—Selected characteristics of existiag, longer term resident households by sex of head, January 1980

B Longer term resident households—
Characteristics
Unit Total Men as heads Women as heads

Totalhouseholds Number 44,340 36,890 7,450
Persons per household. average do. 2.8 3.0 1.8
Work status:

Heademployed, January 1980 Percent 70.0 66.3 28.6

Headnot employed, January 1980 do. 30.0 337 71.4
Age ofhead:

Under 35 years do 17.7 19.8 7.6

35-54 years do. 36.5 389 24.3

55-64 years do. 15.1 15.1 14.7

65 years andolder do. 30.7 26.1 53.4

Average age Years 53.0 512 62.1
Education of head:

Lessthan high school Percent 85.1 62.5 77.9

Highschool do. 21.1 235 9.2'

Beyond highschool do 138 14.0 13.0

Average years of completed schooling Years 9.3 94 8.9
Households receiving income from:

Earnings? Percent® 66.8 725 38.7

Unemployment and workers’ compensation de. 10.2 108 7.4’

Public assistance® do. 17.2 13.3 36.4

Retrement® do. 39.9 35.1 63.3

Other® do. 27.7 27.8 26.9

'Estimate based on fewer than 1¢' unweighted observations.

Income recewved from wages and salanes and net self-employment income from farm or nonfarm business.

3Because some households recewed income from more than one source. percentages will not add to 100

“Includes payments from Aid to Famikies with Depenc nt Children (AFDC), Supplemental Secunity Income (SS!}, or other State or iocal public
assistance.

“Income recewed from benefits such as Social Security, railroad retirement, or private, Government, or miltary pensions or annuities

“liicludes veterans payments, interest on savings or bonds, alunony, divigends or stocks, child support, net rental iIncome or royalties. estates,
or trusts, and any other source not already reported.

Table 10—Existing, longer term resident h¢1>useholds by Household Attributes by Poverty Status

poverty status, 174 and 1979

Poverty Old age, low education, female heads, and low emplov-
itemn ’esiég:tgheéégggol gs [Satus In 1979 mentrates are attributes typically associated with a poor
Poor | Not poor household (21, 36, 37). The longer term resident house-
Number holds classed as poor in 1974 or 1979 or both years
exhibited many of these characteristics (table 11). Within
Total 44,340 12,940 31,400

households that either remained in, escaped, or entered

Povertystatusin 1974 poverty between 1974 and 1979, the head typicaily was

Poor 2,780 9,390 3,390

Notpoor 31,560 3,550 ~8,010

'Poverty thresholds were derved usingthe U.S. Census official levels
for the years 1974 and 1979 and based 0.1 the following critenia sex and
age of the head of the household, size of the household, and total
household money income (36. 37)

time period, the number ~f households escaping poverty
did notdiffer significantly from the number of households
entering poverty between 1974 and 1979.

older and had alower educational attainment than heads
among households classed as never poor.

Households classed as poor both ynars and those
entering poverty had aloweraverage number of earners
per household. Also, these households had no member
employed in higher paying executive, administrative,
managenal, or professional occupations. Households
headed by women were more hikely to be poor, and more

Q
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Will Employment Growth Benefit All Households?

Table 11—Selected characteristics of existing longer term resident households hy poverty status, 1974-79

Poverty status
Longerterm
esident Pemained Escaped Entered Notin
Characteristics Unit . éuseholas in poverty, poverty.2 poverty, poverty,
1974-79 1974-79 1974-79° 1974-79
Total Number 44,340 9,390 3.390 3.550 28.010
Average size of household do ’ 2.8 2.7 25 2.7 29
Average number of earners in
household, 1979 do. 1 4 4 8 1.3
I.come-statusratio:®
1979 average Index 2.11 .62 1.44 .73 2.87
1974 average do. 2.14 .61 .68 1.57 2.9
Char.genincome statusratio,
1979-74 do. -.03 .01 .76 -.84 -.04
Head of household:
Sexofhead—
Male Percent 83.2 724 88.5 62.3 88.9
Female do. 16.8 27.6 145 37.7 1.1
Age. 1979—
16-34years do. 17.7 11.6 9.7 13.06 21.4
35-54years do. 365 28.9 21.3% 33.3 41.2
55-64 years do. 15.1 14.6 11.5° 10.96 16.3
65 years andolder do. 30.7 44.9 57.5 428 211
Average age Years 53.0 57.9 62.5 58.4 49.6
Education level, 1979—
Lessthan high school Percent 65.0 91.3 82.0 82.3 52.0
High school do. 211 6.28 6.86 17.7° 28.3
Beyond highschool do. 13.9 2.5° 11.28 0 19.7
Average yea: s of completed
schoolin~ Years 93 7.3 81 76 104
Major occupation, 1979—
Executive, administrative,
managerial, professtonal Percent 7.6 0 0 0 12.1
Technical, marketing,
sales, clerical, service do. 219 11.4 16.56 8.5° 27.8
Production and related
occupations do. 02.4 13.5 260 22.2 37.6
Head not employed’ do. 491 75.1 57.5 69.3 225
Source ofincome, 1979:8
Earntngs® Percent £5.8 34.3 445 33.3 84.7
Unemploymentand workers’
compensation do. 10.2 5.98 4.1¢ 12.48 12.1
Public assistance'® do. 17.2 52.3 20.6° 30.4 . 33
Retirement" do. 39.9 53.5 66.4 49.0 30.9
Other'? do. | 216 25.3 31.3 11.8° 30.0

'Households classed as poor inboth 1974and 1979 2Households classed as poorin 1974, butnotpoor m 1978.  *Households classed as

notaddto100  ®incomereceived from wages and salanes andnet self-employmentincome from farm or nonfarmbusiness.  '®Includes payment
from ArdtoFamilies with Dependent Children (AFDC), Supplemental Secunity income (SSI), or other State or local public assistance. ''Income
received from benefits suchas Socal Security, ralroadretiremer®  private, Governinent, or mifitary pensions or annuities.  'Includes veterans
payments, intereston savings or bonds, alimony, dividenas orst . ., chi', support, netrental income or royallies, estates or trusts, and any other
source not aiready reported.

Rl | 22
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not poor in 1974, but poor in 1979  “Households classed as not poor in either 1974 or 1979. Sincome status ratio defined as total household
income divided by appropriate Federal poverty threshold value  ®Estimate based on fewer than 10 unweighted observations. "Head was not
employed in either 1979 or in both 1974 and 1979  ®Berause some hou=eholds receved income from more than one source, percentages will
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households headed by women entered than escaped
poverty over the study period.

A household’s noverty status can change from year {0
year depending on changesin any number of economic
and noneconomic factors (70, 13, 21).° The nine-county
Kentucky household data support this finding that being
poor need notbe a permanent condition. Because a few
households changed their poverty status between 1974
and 1979, we will examine whether the area’s employ-
ment growth arded these households in changing their
poverty situation.

Households Escaping Poverty

Among the area’s 3,390 households that were poor in
1974 but not poor by 1979, the area’s employment
growth was but one of several factors that lifted them
out of poverty. About 29 percent of these households
had an increase in the number of household members
workingbetween 1974 and 1979 (table 12). The heads
of these households were most often a person under 65
years of age.

About 30 percent of these 3,390 households had fewer
members to support in 1979 than in 1974 As a group,
average household size for 1979 did not differ signifi-
cantly among the four poverty status groups shown in
table 11. When a member leaves a household, the
poverty threshold applied to that household is lower If
there is little or no change in household incomc as a
result ofthe member's leaving, then the household can
escape poverty.'® Nearly half of the households escaping
poverty had no one working in either 1974 or 1979;
among these households the head was 65 years and
older. Participation in the public we'fare programs,
mainly SSI, seemingly raised these households from
poverty."!

Households Poor in both 1974 and 1979

Government transfer payments, or public assistance, do
not always assure that a household can escape from

? The terms “temporary” and “permanent” poor often appear in the
literature to distinguish between cases that move 1n and out of poverty
from cases seemingly trapped in poverty (21). Annual data are required
to make these distinctions, but annualincome rata were not collected
forthe r'sars between 1974 and 1979 1nthe Kentucky survey. Although
these distincttons could not be exactly identified from the survey data,
the two paint estimates suggest that both temporary and permanent
members of the poverty population probably exist in the study site.

'™ The number of households receing public assistance payments
was too small to draw any conclusions.

" These househoids did not report having SSi payments in 1974
but did so 1n 1979

poverty. But, Government transfer payments may have
kept the poverty gap from widening over the period.
Among the 9,390 longer term resident households
classed as poorn both 1974 and 1979 (table 11), about
37 percent recetved public assistance paymentsin 1974;
by 1979, 52 percent reported this source of income.
While these percentages differed significantly, the
average income status ratios of 0.61 1n 1974 and 0.62
in 1979 did not differ significantly. Nearly 65 percent of
the households reportedly receiving public assistance
payments in 1979 were poor in both years.

Among the longer term resident households classed as
poor in 1974 and 1979, 32 percent had at least one
member who was employed during 1979 (table 12).'2
About 42 percent of these working-poor households had
members of the household who entered the labor force
after 1974. Among these households with members in
the area’s labor market, the household heads typically
were male, were under 65 years of age, had less than
an eighth grade education, and frequently were working
for wages at or below the 1979 U.S. minimum wage.
Their relatively low educational attainment probably was
afactor limiting the wages they received. Also, none of
the heads of these households reported having partici-
pated in a formal job training program.

Providing support for fewer household members did not
necessarily lift a household out of poverty. Among thuse
households where the number of members declined
between 1974 and 1979, about 29 percent were classed
as poor in both years (table 12). As household size
declined over this period, the household’s income
situation also detertorated, suggesting possibly thatthe
member who left the householdwas workingin 1974 or
that public assistance payments were reduced by an
amount thai kept the household in poverty.'

Households Entering Poverty

An estimated 3,500 households became poci by 1979
(table 11). Three events seemingly caused these house-
holds, which were not poor in 1974, to become poor by

' These househoids can be referred to as containing the area's
‘working poor Overall, these households were about 7 percent of ait
of the area s longer term resident households (table 12)

'3 There were too few households 1n this group reporting pubhic
assistance payments in both 1979 and 1974 to diaw any conclusions
about these effects on change tn household income status
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Table 12—Existing longer term resident household employment and household size, by poverty status, 1974-79

! Poverty status, 1974 and 1979
Longerierm -
Item resident %%malr}?d Esca%ed Ente;ted Not ;tn
inpoverty, poverty, poverty, povenrty,
household | 4g74-79" | 1074792 | foraals | fore.
Number
Total 44,340 9,390 3.390 3,550 28,010
Percent
Employment status of household members:
Number of earners did not change 44.8 18.8 14.2° 25.6 59.6
More earners 17.8 13.4 28.6 5.4° 19.5
Fewer earners 9.8 93 8.6° 26.2 8.1
No earners both penods 27.6 57.5 48.6 42.8 12.8
Household size:
Same number of members 64.5 61.2 62.8 65.6 65.7
More members 15.1 10.8 6.8° 16.9% 17.3
Fewer members 20.4 28.0 30.4 17.5° 17.0

'Households classed as poor in both 1974 and 1979.
2Households classed as poor in 1974, but not poor i 1979,
3Households classed as not poor in 1974. but poor n 1979
“Households classed as not poor in either 1974 or 1979
SEstimate based on fewer than 10 unweighted observations

1979 First, about a quarter of these households reported
that the number of members working declined between
1974 and 1979. This withdrawal from the work force was
generally associated with retirement. Second, among
those households where members' employment status
was unchanged over the 5-year period, total hours
worked declined. A health condition lasting part of 1979
seemingly explained the reduction in hours worked
between 1974 and 1979. Third, among the 1,520 house-
holds having no member working in the area's labor
force, reduced survivor benefits seemingly caused entry
into the poor group for many households headed by
recently widowed women; there were too few male
heads of household inthis group to draw any conclusions
about why they entered the poor category.

Summary on Poverty

For some households, employment gains reduced
poverty For others, employment gains will not necessar-
ily reduce poverty or reduce dependence upon public
assistance prcgrams. Many poor households were
headed by anelderly person who. in all likelihood, would
not seek employment even if it were available. Thus, the
traditional public assistance programs and Social Se-
curity should provide economic support for the elderly
withinagrowtharea. These programs did, in fact, assist
some households headed by elderly persons to escape
poverty Promoting employment growth will not neces-

sarily lift out of poverty households containing the
“working poor,” particularly if these persons have limited
education or job skills, Thus, based on the nine-county
study area’s findings, a supplemental income or wage
subsidy program will be needed to improve the economic
plight of the working poor. However, amisicyment gains
assisted some households in their escape from poverty.
This group was about 2 percent of all the households
analyzed, supporting the finding that the area's empioy-
ment growth had but a limited effect on poverty.

Implications

Employment growth, in and of itself, had posttive effects
onthe Kentucky study area, accommodating population
growth by providing jobs for persons in newly formed
households and existing households which moved into
the area after 1974. The growth did not adversely affect
existing longer term resident households as a group
because they were able to maintain their income status.
The employment growthiin the area’s economy provided
new services to the community and, in general, trans-
formed the area from an environment of economic
decline to one of economic growth.

Results fromthis study demonstrate why overall employ-
ment growth probably will not benefit all households or
residents in a given area. For example, our study area
had an elderly population typical of that in many other
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nonmetro areas. Unltke younger resi. 'ents, older people
compete less often in the labor market anc are usually
unable totake advantage of new job opportunities. The
income transfer system seemed to be important in
maintaining the elderly’s income status. For household
members already in the labor forze, economic expansion
probably will not substantially rasse their income levels
unless labor i3 in short supply and area wage rates
increase. During the study period, some longer term
resident households did benefit as addiional members
entered the labor force. But, other households had
members who quit working or reduced the number of
hours at work for any number of reasons including
retirement. Thus, household composition and employ-
ment dynamics explain why the average income status
did not change significantly between 1974 and 1979.

Economic development measured by employment
growthisfrequently proposed as a means of improving
the economic well-being of all rural residents, particularly
the poor. Employment growth during the seventiesin the
study area was impressive, but it was not sufficient to
change the relative income status of the area’s house-
holds (715). Understanding the relationshup between
employment growth and relative income status is particu-
larly important because many Government programs
use relative income as an indicator of need for publr.
attention.

Efforts by local governments or community organizations
to expand employment need not adversely affectrelative
income status among vulnerable households within the
poputation if anincome transfer systemremains in place.
Expanding employment, while enabling some house-
hcids to escape poverty, will not necessanly reduce
overall poverty because a substantial share of the poor
cannot work because of age or job-limiting ililness or
disability. If an economic policy is to reduce the relative
economic status differences among household sub-
groups, particularly households headed by women and
households considered to be poor, maintaining current
income security programsiis necessary while stimulating
employment growth.
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Appendix: Regression Models

The dependent vanable was a ratio of a household's
nominal income divided by an appropriate U.S. official
poverty threshold. The change in a household's relative

income status was defined as the 1979 income status
ratio minus the 1974 iacome status ratio.

Regression Model 1
Multiple regression model 1, which was used to identify
factors thatinfluenced household .ncome status, had the
general form of

CHWBR = f (CHS, CE, S|, 174, RES, D, EC) (1)

where:

CHWBR

changein household relative income
siatus,
CHS = household structuralvariables,
CE = employment-related change variables,
S| = unearned-income source changes,
174 = household income levelsin 1974,
RES = residency status of head of household,
D = demographic characteristics of head of
household, and
EC = employer (or establishment)
characteristics.

This model focused orly on the linked households. The
regression model was used only to identify significant
associations between the dependent and independent
variables. Because our concern was with only those
independent variables that greatly influenced changes
in household relative income siatus, we will only focus
on these variables in the discussion below.

The independent variables which were significantly
asscciated with changes in household income status
were. CHGSIZ, change in numbe; of household mem-
bers Iiving within the household, CHGEAR, change in
the employmentstatus of household members, CHGHRS,
changes in total annual hours worked by household
members whose employment status did not change
between 1974 and 1979, CHGHWG, change inreal wage

RIC

' See glossary for defimtion of "inked households "

< The 1974 weekly wages of the head of the household were
transformed to 1979 dollars using the national CP4, and the household s
1974 income was simifarly adjusted to 1979 levels using the CPI.

IToxt Provided by ERI
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of the head of the household; and RTHIS, household real
income level in 1974 that was $19,000 and over.? All
change vanables (prefix CHG ) were measured
ina continuous manner as opposed to a discrete (0, 1)
variable oftenusedin regressior. analysis. Thus, changes
inthese variables could have a negative value, zero (0)
fora no change situation, or a positive value. The variable
RTHI5 was a discrete (0, 1) variable. A one (1) desig-
nated, for example, the household’s 1974 realincome (in
1979 dollars) as $19,000 or over (RTHIS5).

Size of household was one variable used to reflect
household structure. An increase in household size
(CHGSIZ) represented a decline in income status over
the 5-year period. Relative income status increased
when there were fewer household members being
supported in 1979 than 1974. Several variables were
used in the model to reflectemployment and employment-
related changes Absolute change in number of house-
hold members employed (CHGEAR) between 1974 and
1979 improved relative income status when the number
working increased.

Among househo!ds where members were employed but
CHGEAR was equal to zero, anincrease in hours worked
(CHGHRS) helped raise the household’s income status.
When the household head’s real wage (CHGHWG)
increased, the household's relative income status also
increased. The variable RTHI5 was one of several
variables used to measure changes in income status
accruing to households with different levels of 1974
household income expressed in real (1979) dollars.

The income status of households in RTHI5 on average
significantly declined over this period compared with the
omitted group of households. However, their loss was
highly related to a household memberwhg left the labor
force for any number of reasons.

These five variables were highly significant at the 99-per-
cent level based on the regression model results. The
linked household regression results are shown in appen-
dix table 1. For the regression model, arescaling of the
expanded estimates was necessary to overcome tne
problem of generating greatly reduced standard errors
on the coefficients (7). A rescaling factor was obtained
by dividing the unweighted (raw) observations by the
expanded estimate for a particular population subgroup
being considered in the analysis. The expanded observa-
tions were multiplied by the rescaling factor.
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Regression Model 2

The second multiple regression model had the same
general form of the first model, but it differed in two
important ways. First, the employer characteristics (SC)
were dropped as independent variables. Second, the
nonlinked households were added to determine if their
inclusion altered the significarice of the remaining vari-
ables. All vanables significantin model 1 were significant
in model 2. However, two additional vaniables in model
2 were significant in explaining changes inincome status
(app. table 2). These two variables were households
headed by women (HDSEX) and the number of house-
holds reporting “other income”in 1979 but none in 1974
(INCOTI).

The variables HDSEX and INCOTI| were discrete (0,1)
vanables. A one designated a household headed by a
woman (HDSEX) and a household reporting “other

income™ in 1979 but nonein 1974 (INCOT)), respectively.

22

The variable INCOT| was one of several variables used
to measure the effects from sources of unearned income
on household income status. However, the actual
numbers of households where INCOT| equalled one was
too small to be included in the analysis presentedinthe
text.

Sex of head (HDSEX) was one of two vanables used to
reflect household structure. There was a substantial
income gap between households headed by men and
women. This variable was used in the analysis to test
whether or not this gap widened when employment
opportunities expanded between 1974-79. Women
heads of households are often viewed as being unable
to take advantage of anincrease in employment oppor-
tunities. The finding indicates that the gap did widen only
between households headed by men and those headed
by women who were recently widowed over the study's
5-year period. Thus, compositional changes placed
these households headed by women in a relatively
poorer economic position.

29




Appendix table 1—Results of regression analysis on changes in household income status’

Vanable

Regression coefficients

Unstandardized? Standardized
Household structure:
Change in size of households, absolute number -0.4402° -0.2620
Households headedby women, discrete 1, 0 value;
0 =~ malehead,1 = female head -.5750 - 0024
Employmentrelated:
Change in employment status of personsin the household, continuous value .3665° .1783
Change in total annual hours worked by all household members where
the employme nt status remained unchanged, continuous value .00043 .1540
Change in head's real we ekly wage, measured continuously in dollars .0018° 1391
Change in head’s occupation among four major occupational groups,
discrete 1,0value;1 = change,0 = nochange -.3283 -.0982
Sourcesof unearned income:
Household reportedtransfer payments in 1979 but notin 1974 2397 .0402
Householdreportedtransfer payments in both years, no change .0978 .0190
Householdreportedtransfer paymrentsin 1974 butnotin 1979 —-.5813 —-.0548
Householdreportedotherincomein 1979, none in 1974 .5875 .1186
Householdreportedotherincome in both years .4285 .0991
Householdreportedotherincome in 1974, none in 1979 —.4423 -.0391
Household income status, 1974 (1979 dollars):
S 3,519 orless .3932 .0544
$ 3,520-$7,799 4394 .1093
$12,000-$18,999 —-.2589 -.0826
$19,000 or more -1.13413 -.3194
Head's residency status:
Headwas early inmigrant? -.0264 -.0071
Characteristics of head of household:
Age.under35years 2142 .0660
Age, 55-64 years 1035 .0247
Age, 65 years and older -.7000 -.1151
Less than highschool education -.3630 -.1215
High school education -.3837 -.1284
Change in head's health status, discrele value; =1 = goodin 1974
butpoorin 1979, 0 = no change, +1 = poorin 1974 butgoodin 1979 - 2610 -.0768
Establishment (employer) characteristics:
Average weekly wages paidfull-time employees—
Lessthan$181 -.1679 -.0547
$181-5221 .1455 .0459
Type of establishment—°
Goods-producing -.2645 -.0857
Services-producing -.1608 -.0521
Size of establishment—
1-19paid employees —-.0334 -.0110
Employmentchange—
New establishments .2689 .0477
Growth establishments 2181 .0716
Regression constant term .1006
Adjusted coefficient of multiple determination (R?) .2048
F value® 440173
Number of onginal or unweighted observations 437

'Results based on those households linked with employers and excludes households not reporting income for any year.

’Regression values expressedinterms of the dependentvanable as the differencein relative household income status between 1974 and i979.

3The vanable was significant at the 99-percent level of confiuence.

“The head of the household moved to the study site between January 1, 1965, and December 31. 1974.
*Goods producing establishments included manufactunng, construction, and mining industries. Service-producing included estabishments in
the private sector engaged in wholesale and retail trade, TCPU (transportation, communications, and public utiiies), FIRE (finance, insurance.

STests the hypothess that all parameters are zero except for the intercept.

Q
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andreal estate) and all other services. including holtels, personal, buziness, amusement, healthcare, legai practice, education. and sociai service.
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Appendix table 2—Results of regression analysis on changes in household income status’

Vanable

Regression coefficients

Unstandardized?

Standardized

Household structure:
Continuous variable measuring absolute change in
number of persons in the household
A discrete vanable where afemale head of household equals a one

Employment:
Continuous variable measuring absolute change in
employment status of personsin the household (CHGEAR)
Continuous vanable where CHGEAR = 0, measuring change
in total annual hours worked by membersin the household
Continuous variable measuring absolute change in
weekly wage rate of head of household
Discrete variable measuring change in occupation of head of household

Unearned sources ofincome:
Household reporting transfer paymentsin 1979 butnotin 1974
Household reporting transfer payments inboth years
Household reporting transfer payments in 1974, notin 1979
Household reporting otherincome in 1979, none in 1974
Household reporting otherincome in both years
Household reporting otherincomein 1974, none in 1979

Householdincome in 1974 (1579 dollars):
$ 3,5190rless
$ 3,520-$7,799
$12,000-$18,999
$19,000 ormore

Head's residency status:
Headwas early inmigrant*

Charactenstics of head of household (discrete variables):
Age,under35years
Age, 55-64 years
Age, 65 years and older
Less than high school education
High school education
Change in head's health status, discrete value; —1 = goodin 1974
butpoorin1979,0 = nochange, +1 = poorin 1974 butgoodin 1979

-0.3750°
-.3909°

37718
.00043

.0027°
-.2195

— 0268
0591
—-.2916
.5036°
3377
- 2672

3139
2052
2533

-1.1075°

.0470

1144
-.0131
-.1791
-.3221
-~.3176

.0829

-0.2359
-.109

1756
.1700

1219
-.0672

-.0078
.0220
—.0349
1131
.0984
—-.0281

.1010
.0663
-.0798
—.2803

.0138

.0332
-.0036
-.0627
-.1166
-.0984

.0354

Regression constant term
Adjusted coefficient of multiple determination (R?)
F value®

Number of original or unweighted observations

3623
2006
6.42523

520

'Results based on existing longer term resicdent households, excluding households which d,d 110t report household income for 1974
Regression values expressed in terms of the dependent variable as the ditference in relative household income status between 1974 79

3The vanable was significant at the 99-percent level of confidence.

“The head of the household moved to the study site between January 1, 1965, and December 31. 1974

STests the hypothesis that all parameters are zero except for the intercept
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" Economic Growth is Good For Everyone. Right?

Not necessarily, according to recent findings from USDA’s Economic Research Service. Find
out from these related reports just what can happen when rapid economic growth comes to

a rural area.

Distribution of Employment Growth in 10 Georgia
Counties: A Case Study, by James D.
Schaub and Victor J. Oliveira. SN: 001-019-00412-6.

Rapid economic growth in a 10-county rural area in
south Georgia during 1976-81 favored employment
of whites, men, and inmigrants. They earned higher
average weekly salaries than blacks, women, and
long-term residents. This study of growth in a mixed
manufacturing- and agricultural-based economy fiows
from a research project on the impacts of economic
expansion in nonmetro economies with different in-
dustrial bases. The Georgia area’s job growth was
greatest in the trades and services sectors. Few
businesses used puolic sector funds to start or ex-
pand their operations. Government employed 25 per-
cent of the area’s wage and salary workers.

Distribution of Employment Growth in Nine Ken-
tucky Counties: A Case Study, by Stan G.
Daberkow, Donald K. Larson, Robert Coltrane, and
Thomas A. Carlin. SN: 001-019-00337-5.

Rapid employment growth between 1974 and 1979
in a nine-county study area of south central Ken-
tuckv provided job opportunities both for local
resiaents and for persons with limited labor force ex-
perience. But, recent inmigrants held a dispropor-
tionate share of better paying executive jobs. This
case study, which examines the distributional effects
of rapid employment growth in a nonmetro area,
shows that inmigrants also held a disproportionate
share of jobs in growing business establishments.
Although manufacturing was the major economic
force in the study area in January 1980, jobs in the
private service sector increased more than in other
sectors.

Sy

Distribution of Rural Emfloyment Growth by Race:

A Case Study, by Victor
SN: 001-018-00422-3.

Oliveira.

Whites benefit more from rural economic growth
than do blacks, based on the findings of a survey of
adults in 10 rural counties in southern Georgia. lgrom
1876-81, a period of rapid employment growth, the
percentage of white women with jobs in the study
area increased, while the percentage of black men
with jobs actually decreased. Among employed per-
sons, whites increased their share of higher wage
jobs. Persons who moved into the area obtained
higher paying jobs than did other residents; these in-
migrants, most of whom were white, generally took
larger shares of the new jobs than did long-term
residents of both racial groups. Improving the educa-
tion and job training of poor residents, especially
blacks, is essential to distributing economic benefits
more equally.

For prices of these reports, write to

Superintendent of Documents
U.S. Government Printing Office
Washington, DC 20402

Order from the above address, making your
check or money order payable to Superintend-
ent of Documents. For faster service, call
GPO'’s order desk at (202) 783-3238 and
charge your purchase to 'your Visa, Master-
Card, Choice, or GPO Deposit Account. Specify
title and stock number. A 25-percent bulk dis-
count is available on orders of 100 or more
copies shipped to a single address. Please add
25 percent extra for postage for shipments to a
foreign address.
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