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SYMPOSIUM ON_ RURAE LABOR MARKETS RESEARCH ISSUES.; Molly S. Kllllan, Leonard

E.. Bioomquist, Shelley Pendleton, and Dav1d A. McGrinahan; eds. Agriculture

and Rural Econbmlcs ~Division, Economic- RPsearch Service; U.S: Bepartment of
Agriculture, Washington, D.C. 20005-4788. September 1986. ERS Staff Report
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ABSTRACT

Th1s report contains papers and discussions presented at the Econom1c :

Research Service meeting in_ washlﬂgton, DiC:, October 17- 18 1985, This

meeting focused_ on rural economic goals, market 11nk«ges w1th met ro,

national, and international economies, and the Federal Govermment's role if

rural labor markets. Researchers and academicians presented different views

on economic needs of employment and policy for rural areas.
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INTRODUCTION

The American economy has experienced dramatic changes over the past 15

years. The energy crisis, the rapid development in computer -
technologies, the sluggish growth of mamifacturing in the face of
foreign competition; the rise in_two-earner families, thé boom And
bust in agriculture, the expansion of the service sector; and most
recently, the fall in o0il prices have together resulted in a
constantly changing economy.

These national and sectoral trends have often been felt miuch fore ,
strongly in some areas of the country than in others.. Some areas have
prospered because of the boom in electronics; others have faced high

unemployment as zpparel amd textile firms moved their operations

abroad: . _Rural labor markets, with their specialized industrial
structures, and small, widely scattered labor forces, seem to have
been most affected and least able to adapt to changes in the econoiy.
Since the:late seventies; unemployment in nommettopolitan areas has
been consistently higher than metropolitan unemployment, Moreover,

while the data_are_sparse, they indicate that official figures .

underestimate the extent of unemployment and underemployment problems
particular to rural areas. Changes in the character of Goverment.
programs, reductions in the level of public support, and industrial

relocations and deregulations are having uncertain effects on local
employment and unemployment problemss

With these considerations in mind; the Agriculture and Rural Economics
Division of the Economic Research Service sponsoted a symposium on

"Rural Labor Market Research Issues” in October 1985: 1/ The symposium
brought together a group of researchers, from a variety of o
disciplines, inteérested in promoting an exchange of ideas, interests,
and concerns-about rural labor markets:  The purpose was. to identify

important policy and research questions relating to rural labor
markets.,

To stimulate discussion, five experts from a variety of disciplines
were invited to present papers at the symposium. They were asked to
identify major research issues pertaining to rural labor markets, to
assess the adequacy of existing data and theories for researching
thege issues; and to_assign a priority to the research questions
identified. Each paper was followed by comments from one of the ERS
reseatchers working on the Rural Labor Markets Performance project,
and then by open discussion from the audience. These papers; the

comments, and a sunmary chapter that highlights_the major recurring .
themes from the symposium are collected here with the expectation that
the questions raised and the insights offered will help to stimulate

further interest and research on this topic:

The symposium was organized around four major themes: efficiency and
equity; growth; stability, and adaptability; lirkages with national
and_international economies; and the role of public policies and
programs. Luther Tweeten, -an agricultural economist at Cklahoma State

University, and Marta Tienda, a sociologist at the University of

1/ James Schaub, an econcmist at ERS, was the symposium organizer
and presider.
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W1scons1n, were asked to write and present papers on efficiency and

equity issues as they relate to rural labor markets.

Ideally, labor markets are eff1c:ent, people are allocated to ;obs in

such a_way that productivity is maximized. As Tweeten points out; _

however, the efficicnc allocation of people to jobs sometimes results

in a distribution of jobs and incomes that may-be considered “unfaiz"

or inequitable. In other words; an efficient labor matket does tot

guarantee a job for each perscn seeking work, nor does it ensure a
"living wage" for everyone.

In his. paper,sDr. Tweeten dlscusses the successes ard fa1lur=s of .

various government interventions in altering the performance of labor
market: . -He maintains that in many instances Govermment programs

designed to increase equity_in the labor market have reduced:

incentives to work and thereby have resulted in a loss of eff1c1ency.
He also calls for improved measures of labor _market performance. He

asserts that the current measure of unemployment,,often used_to

indicate labor market performance as well as economic hardship,,is,,,

unsatxsfactory,,part1cu1ar1y in rural areas. He suggests that a more

appropriate indicator would be a measure of underemployment.

Dr. Tienda s paper focu56s prxmar1lgignfthg ;@é;;éatibas of industrial

and occupational restructuring for earnings inequalities. ‘between

metropolitan and nonmetropolitan- labor markets and between males and

females within these two types of markets. She finds substantial

inequalities for _both comparisons,.even when differences in the

industrial and occupational distributions are controlled. In fact,

although there has_ been a_ striking convergence in the industrial and

occupational structures of metropolitan and nommetropolitan labor -

markets since 1960, there has not been a corresponding reduction in

the earnings gap-between males and females wrth1n,metrop011tan,and

nommetropolitan_labor markets, Tienda also proposes an analytical
technique to examine how long-term changes in the 1ndustr1al and

occupat1ona1 structures reSult 1n 1nequa11t1es ef Opportun1t1es and

The second maJor area covered in the symposxum (growth,,stab1l1ty, and

adaptab1l1ty in rural labor markets) was addressed by Steven Kale, an

economic geographer at Oregon State Un1vers1ty. During the s*xt1es
and early seventies, employment and population grew faster in rural

areas than in urban areas. This growth; however, was not evenly

distributed across all rural labor markets.- Employment remained

stable in some rural_labor markets and declined in others-during th1s

period of general prosperity. _Similarly, the impact of the recession

awd recovery of the eighties has been distributed unevenly. Kale

teviews the- usefulness of various theories of regional growth_and

jndustrial location for understanding this uneven distribution_of

growth across rural labor markets. He- examines recent empxrzcai,,,”c

findings about the nature of this growth which suggest the increasing

importance- of emergzng pational and internmational economic trends for

rural labor market performance.

1nternat1ona1 economy are the focus of the fourth paper in this

collection, written by economist Brady Deaton at Virginia Polytechnic



Institute and State University. Deatnn emphasizes the importance of

the internationalization of the economy, recent technological changes,
and the growing farm/nonfarm int~rdependence for rural residents:
Because rural labor markets tend to be small and to specialize in only
a few industries; they are particularly vulnerable to such . ..
International economic forces as foreign competition or foreign direct
investments: Throughout the paper; he stresses the need to include

these "local” effects on rural labor markets in evaluating the

potential costs amd benefits of various national macroeconomic
policies such as protectionism and deregulation.

In addition to their indirect influence on rural labor markets through

macroeconomic poiicies, Federal and State govermments have a mote
direct influence through local development aid unemployfment progtrams.
However, as Vernon Briggs, an economist at Cornell University,; points
out in the final paper, the various direct and indirect roles played
by Govermment sometimes work at cross—purposes: He contends that

recent policies designed to bolster the national economy have

adversely affected rural economies: He suggests that. education and

training programs will be of little use it a local labor market

necessary to fill those jobs. In this age of budget cuts and the
decentralization of many government programs, Briggs claims that it is
increasingly important to ask how govermment policies and programs can

be integrated most effectively to support local areas.

These five papers frequently overlap and complement each other (there.
are some disagreements as well.) The issues confronted are timely and
important, the ideas offered are insightful and stimulating, and the
questions raised are many and often difficult. It is hoped that the
variety of perspectives presented here will encourage further :
interdisciplinary discussion of and research on the nature of rural
labor markets in the United States.
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RURAL LABOR MARKET PERFORMANCE

Luther Tweeten 1/

Th1s paper examxnes rural labor market . perlormance as apparent in
economic efficiency and equnty in public manpower and related

policies. Also of concern is private labor market performance and the

role of the public sector in improving that performance. Data system
improvements to. gauge labor market performance aAre suggested. Several

ﬁanpober piagféaé are rev;ewed for their contribution to economic

Pr1nc1pal economic problems of rural areas are poverty and

underemployment,  Many_ of the poor are aged and disabled 1nd1v1duals

whose incomes can be raised to at least govermment cost by transfer

payments: Earniugs of many others with low incomes can be rajsed to

at least publiec cost by -human resource development _programs of _

education, training, and job search assistance: _Results of Federal

efforts to bring jobs to people through loans, grants, technical

assistance, _and_planning of the Economic Deve10pment Adm1n1strat1on

(EDA) and Farmers Home Administration (FmHA) have been disappointing.

Early "worst first" efforts of EDA were reasonably cost—effective in

creating jobs. However, funding of EDA as well as FmHA business and
imdustrial loans was always too modest and diffused to have much
impact (Tweeten and Brinkman, 1976, ch. 14).

EBK; in its struggie for pol1tical surV1va1, eventually spread its job

development efforts so thinly among areas that a cr1t1ca1 mass of
resources for development was seldom assembled. “Worst first" has

long been abandoned. - -Urban areas disproportionately have absorbed EDA

efforts and farmers d1sproport;onate1y have_absorbed modest FmHA

efforts to create jobs for rural people. .Meaningful targeting of job

creating efforts of EDA; FmHA, or urban enterprise zones extended to

rural_areas on_the_ basxs of underemployment aprears to be out of the

question in the foreseeable future. It follows that public efforts to

reduce underemployment 1n rural areas may largely come through

through 1ndustr1al1zat1on pol1cies.

Sett11_g and PerchtuLe

it rurai and urban areas faced prec1sely the same manpoWer problems

an egendarforrstudylng rural labor market performance., But,labor:;ii
force problems and opportunities differ between rural and urban areas.
It is not possible simply to. apply the extensive existing manpower

reSearch results for urban areas to rural areas:

69@??‘?9,W¥tb,9§b?" count1es rural counties display several

dxstInctxbe featureS'

1/ Luther Tweeten is a Regents Professor, Department of Agrzcuitural

Econom1cs, Oklahoma State lpniversity, Stillwater. _This. presentation

is based on a professional paper of the Oklahoma Agricultural

Experiment Station. Comments of Dean Schreimer and Daryll Ray are

much appreciated.



(l) ﬁurai cbﬁnties on the average hdve lower per capita income, hzgher
poverty rates; higher dependency rates, and_lower labor_ force.

participation rates. Noometro areas have lower propertions._of.

school-age youth in school (Nilsen, 1981) and iower proportions. of

persons in professional, technical, managerial, and administrative

occupations,

(2) Rural counties have lower rates of population and employment
growth. 1In the seventies, population and employment grew faster in

rural than in urban count1es, _This departure_ from the_historic

pattern undoubtedly helped divert public attention from rural

problems:_ With return to slower rates of growth in population and

employment in rural than in urban areas-in the e1ght1es it is
appropr1ate to reexamine issues in rural manpower and economic pol1cy.

(3) The most notable d1st1ngu1sh1ng feature of _ rural areas is_.

population dispersion. _Sparsely populated areas offer envxronmental

and_other amenities sought by many Americans but pose unique problems

in prov1d1ng qual1ty commun1ty services at low cost per capita.
Econom;es of size characterize many manpower as7Well as other
services.- Finding-an-appropriate level of rural services and paying
for them is a contiming challenge.

(4) Industrral conposition of rural cOuntxes is Increasingly becoming

lIke that in urban countzes, but rural count1es contlnue to depend

suchfas,farm;ng, forestry, and min;ng.f These industries along with
mamufacturing; now the -largest single basic industry in rural areas,
have been characterized by slow growth or decline, creating community

adjustment problems. _ In_part because_farming continues to_be _. .

dominated by large numbers of family-sized operations while small

towns are dominated by small ﬁamxly businesses, self-employment is

approximately twice as frequent in rural areas as in urban areas.

Becaosé 6f thésé ﬁniq&é rural CHaractéristics, ‘many ﬁatibhal manpower

é%%iciency 111Lahor Markets

Part1c1pants in labor markets measure eff1c1ency in d1fferent ways. A

prOV1d1ng a steady, pleasant 39b 1mmed1ately and at h1gh pay to an§One
who wants to work. A potential employer might define an efficient
labor market as one always supplying plenty of steady, industrious,

and skilled workers at _low pay: Conflicting labor market needs of

workers and employers must be reconciled.

returns. An efficient market is free of arbxtrary restraints such as

race, sex, or relzgzous bias: Market failure such as divergence

between social amd private marginal costs (or returns) can be .

corrected by public intervention for a net social gain, if that public
rntervent1on provides benef1ts 1n excess of costs 1ncurred An

6
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with exceptions for transfer costs. 1In short, an efficient market

moves industry to where labor costs are low and moves workers to where

labor returns are high until resources are used efficiently throughout

Equity in Labor Markets

An_efficient labor market is not necegsarily equitable in providing
justice or fairmess to everyone. In an efficient. labor market,
workers are paid their marginal product: Those who bring little or to
human resources to the market can bring little or no earnings home.
Because talents are somewhat randomly spread across -the Nation; a _
well-functioning market would eliminate regional and sectoral poverty.

Individual or family poverty, called-“case poverty" by_John Kenneth.
Galbraith, would persist. Structural unemployment, perhaps 4 percent
of the work force, also would- persist because it is efficient to sperd

time searching for work that best utilizes one's capabilities.

Equt ey°EfEietency Tradeoft and Compromtse

An equitabie labor market always would provide a decent job at.a .
decent wage to anyone who wants one.. A corollary is that a worker
need not be productive in sich a market because_the_worker. is assured
of a job regardless of performance. Nations singularly pursuing
equity in national labor policies have sacrificed so much efficiency
that they have found it necessary to restore some incentives.
Although no govermment has pursued for long either pure efficiency or

pure equity, all govermments intervene in labor markets to some
degree. _At issue is how to identify an appropriate degree of .

intervention. The term “appropriate” requires a norm of performance.
The norm here is a labor market that contributes most to well-being of
society. -Such an allocation can be expressed by what I. call -

novoclassical economics. Such econmomics is basically the competitive
neoclassical model for efficiency with the added proviso that the
marginal utility of income or resources be equal among all individuals

(see Tweeten, 1979, ch. 16):

Estimates (Tweeten, Mylay, and Dellenbarger, 1985) indicate that,

compared with a family with national median income, a family without
income derives 40 percent more satisfaction from another dollatr of

Income;, a family with_half the median income derives 20 percent more
satisfaction, and a family with double the national median income

receives only 60 percent as much satisfaction from another dollar of
income: Thus, a Federal project with a conventional benefit-cost
ratio of 1.2 and transferring costs and benefits among those with
median family iiicome provides the same_contribution to well-being of
society as a project of the same magnitude merely transferring. irncomne
from taxpayers with national median income to recipients with family

median income half the national average. Thus, market interventions
can increase well-being where individuals or families have inadequate

resources to earn a socially acceptable income ot where market
imperfections interfere with efficient and equitable_allocations.
Many past manmpower policies undoubtedly have been motivated by some

vague notion of equity-efficiency tradeoff less formal than the



Q

ERIC

Aruitoxt provided by Eic:

framework mentioned earlier, but with good intentions of increasing
well-being of people.

Private Market Performance

A considerable body of evidence indicates that individuals and firms
héVé té§§6ﬁdéd tb economic ihtéhtiVéé; Mé§§i?é movement of labor from

expanded in. 1ndustr1es and regrons where returns are most favorable.
Once large differences in labor and capital earnings among repions

have been substantially reduced. Major adjostments in the U,S5.
economy have been the result-more of private incentives and decisions
than of _public incentives and decisions. However, public_investments
in education; research; and welfare programs have pltayed an important
role:

On the whole, the pr1vate market receives high;marks for its
performance in directing workétrs and jobs to where retutrns are
highest., But it is critical to recognize the limitations of the
market. _Market partlc;pan;s respond to_private incentives; where.

private incentives differ from social 1ncent1ves, markets will _not

allocate to br1ng outcomes that brIng the greatest well—be1ng to
society., The market alone will not meet the needs of those who, have

few or no resources tofbr1ng to the market. An appropriate pub11c

pr1yate with_ soc1a1 1ncentxves and prov:de for the . d1sadvantaged

unable to earn a socially acceptable income. O0f course, care must_be
taken to avoid public interventions. that enta11 - greater social cost
than did the market failures which the interventions were designed to

correct.

The principal focus in the study is on measures of labor market

performance and public interventions designed to improve that

performance: My conclusion is that public general education,

research, and welfare programs have had a large and generally. positxve
socioeconomig ifmpact but that public labor force policies of job
placement; vocational-technical  training; 1ndustr1a11zation

incentives; and other programs for disadvantaged workers have had, at
best, a mixed record: _In part, the probiem has been inadequate._

piannzng; -administration, funding, and_information: In part, the

problem has been overly optimistic notions of what public policies can
accomp11sh at favorable social-benefit cost ratios even under the best
circumstances.

Finally, a "level playing field” in the form of Sound macroeconomic
and trade policies is required for private narkeéts to function well.
For exampie, agr1cu1ture, minxng, 1umber1ng, and _textile Industries

which. made large adJustmenta in past. decades to. approach an economic
equilibrium again face extremely difficult economic circumstances in
the eighties partly because of high real interest and exchange rates
brought on by large structural deficits of the Federal Governmeut.

; 12



Much of the remalnder of th1s paper examines. equ1ty and eff1c1ency

dimensions of past public labor force programs. We shall note that

data often are inadequate_or_ nonexistent to determine the payoff from

programs; especially for rural areas. Two principal points are

addressed: (1) approrr1ate indicators of labor market performance,

and (2) success of past labor market interventions.

Data Needs

Th1s section outlines selected data needed to measure performance of

labor_and other resource markets in rural areas.. In some instances, _
data are unavailable. In many other instances; data are available but

miss the mark in measuring the appropriate concept.

Underemployment

In the late sevent1es, over $17 b1llion of Federal funds were-

allocated annuaily among areas accord1ng to cr1ter1a of unemployment

levels or rates (Nilsen, 1980, p. 528). Unemployment, measured by

number of persons 16 years old and over_ actively_ seeking work,

inadequately measures the need for public labor force services or for

economic development_in rural areas: Unemployment statistics

imperfectly measure econmomic hardship and labor market perfotmance.

With multiple—earner families now commonplace, with unemployment

1nsurance’ ard with availab111ty of Superior alternatives_such as
poverty to measure need, unemployment is an inadequate measure of
economic hardship.

At issue is_ how well unemployment measures labor market performance,

especially in rural areas. The issue has two dimensions: 1Is

unemployment as currently defined the correct concept,to:measure
urnderutilization of -human resources? If the proper. concept; is

unemployment measured with tolerable accuracy’ The answer is no to
both questions.

First consider accuracy. The Current Populat1on Survey (CPS)

national sample taken monthly to deterimire unemployment rates,; o

provides statistically reliable estimates of the unempl oyment . rate for

some Standard Metropolitan Statistical Area (SMSA) but is unreliable

for spec1f1c rural areas. Unemployment is computed on a residual for

rural (non-SMSA) areas at the national level. The residual method

does not work for ‘many States and counties. Using the complex

"Handbook Method,"” the Bureau of Labor Statistics (BLS) calculates

unemployment rates for nonmetropolitan counties from CPS data. -
supplemented by information from unemployment insurance claims and

other Ssources.,

The. procedure substantIally underestimates unemployment., A -

comprehensive personal interview survey in Gadsden County, Flor1da

found 20 percent of the labor force unemployed compared with the.
official unemployment rate of 9.2 petcent (Rorsching and Sapp, 1977,

pp. 2, 3). 1In a recent -study, 1, »861 randomly selected households were

surveyed in eight counties 1n,the lowest_income pocket of Iowa (Cole,

June 1984, pp._9-=11)._ The official unemployment rate for the week of

the_ survey (March 1983) was 6.5 percent; the special survey showed a

rate of 17.5 percent for the same week. If these two studies (which

¢l 9
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off1c1al Handbookaethod underest1mates rural unemployment by 50
percent or more. Such bias shortchanges rural counties in allocation
of public programs.

Even if unemployment were measured accurately in rural counties, it

would be an inadequate measure of underutilized human resources and
need for remedial programs for at least five reasons:

(1) kéiétiVéii;immcbiié bt poténtiaiiy prbauétiVé rural workers often
are discouraged and do not seek gainful employment because of chronic
lack of local jobs: Although not gainfully employed; they are not

classified as unemployed.

(2) kurai wgrﬁgrs face;féw employers so that costs of additional job
search are large relative to likely gains after a comparatively short
time spent imventorying potential job openings.

because the 1ncidence of 1ow—pay1ng seasonal work and self-employment
is high: The self-employed need work only 1 hour during the survey
weeg to,be,class1f1ed as employed, a- condition met by,v1xtually all
self-employed persons; however low their earnings. The part-time
farmer may simply fall back on_the farm when the nonfarm job

terminates, even though farm earnings are smailil:

(4) The incidence of jobs covered by unemployiient compensation is low
in most rural counties.

(5) The Job Service office for rural residents is likely to be some
distance away in a metropolitan area.

The 11ke11hood of register1ng for a Job or apply1ng for unemployment
compensation and hence for being recognized as unemployed is low in
the above circumstances.

Detecting the need for or focusing manpower services is difficult
without_improved measures 5;7;§§§gV@gggé§fgggf§;ﬁgp§§::7§ place to

begin is with measures of underutilized labor as apparent_in

underemployment. Two broad approaches have bezn used to measure
underemployment. One approach is to supplement traditional-
unemployment data w1th information from the CPS or Census: of
Population. An example is the Labor Ut1l1zat1on Framework (LUF) first
proposed by Philip Hauser; extended by Teresa Sullivan, and presented

with_considerable theoretical and empirical detail by Clifford Clogg.

Underemployment was classified by Clogg (1979, pp. 9, 10) into five
categories as follows:

tij éubunémpiéymént défihéd as discburagéa pdténtiai ﬁorhers not

gaxnful employment.
(2) Unemployment, - the conventional measure of those without work but
actively seeking it.
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(3) Par“-tlme employment or part—time unemployment workers who are

employed part-time but would like full-time employment.

(%) ﬁndérémpioymént,by low incone; workers employed whose earnings are
belc 7 the poverty threshold.

(5) Job mlsmatch workers fully employed as muasured by time spent but

inadequately employed because their skill attainments are considerably
greater than the skill requirements of their jobs.

ihégé i-ategories offer advantagés;fdr aécoupcsing unaétéuplbyméht into
its sourcés but héwé séyérél disadvaﬁtagés. The éatégéfieé

agrzcultural workers, and secondary earners.-in fam111es. Most

agricultural work is not easily defined in terms of time spent in

employment, income received from work or skill requirements,

Marshall (1974; pp. 80, 8l) by sector: He concluded that:

but not - by sector. Underemployment estimates were. prov:ded by

Although the unemployment rates were roughly the same 1n

metropol1tan and nonmetrOpolltan areas, the nommetropolitan
subempl oyment rate was much higher for males; the male -
metropolitan subemployment index was 4.5 times the unemployment
rate; but the same ratio for nommetropolitan males was 6.1l

Nilsen (1980, pp. 506~ 509) described seven measures of employment

status,;. 1nc1udlng the off1c1a1 unemployment rate U- -5, computed by the

BLS from the CPS. The most comprehens1ve ser1es, U—7, includes the

for econofic reasons plus d1scouraged workers. _The. suBemponmént rate

is_the above subemployment number expressed as a percentage of the
labor force plus .the unemployed and d1scouraged workers. Although the

dzscouraged worker category is important, BLS had serious reservat1ons
about that category "...because insufficient information is collected
from che CPS to-develop an objective measure-of these persons'
interest in employment” (Nilsen, 1980, p. 509), Discouraged workers
comprised only 0.9 percent of the labor force in. metropolitan area:.

and 1.1 percent of the_labor force in nommetropolitan areas as shown

by Nilsen from CPS data foir 1977. The rates were only a fraction of

those estimated by Marshall (1974, p. 81) for 1970 from U.S. census
data.

In short CPS data prov1de considerable detail to estzmate components

of underemployment on an_anmual or even quarterly basis. But CPS

derived underemployment data are subjective and underestimate the

number of discouraged workers.

A second générél approach is o measure underemployment based on
economic calculations of earnings in any given rural area_in relation

to normal earn1ngs. The latter are establlshed from natxonwzde
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the U. S Departiient of Agr1culture estimated a Manpower Economlc

Utilization Index (MEUL) providing detail down to the county level by

sex; race, and sector. The MEUI is based on earning capacity.rather

than employment: National median income is adjusted for the local

structure of age, educational attainment, employment status, labor.
force status, occupational structute; and work experience in relatxon
to national norms to determine warranted income. In effect, warranted
income assumes that local residents_ identified by age, education; and

other characteristics would earn the median income reported for their

Counterparts in the national data if markets functioned well. MEUI

for a county is its actual median income exXpressed as a percentage of

its warranted median income;

With refinements in concepts and data, MEUI has much potential to
measure underemployment (see Tweeten, 1980; pp. 550-555); oOne __

argument against use_of _this underemployment measure is 1ts current

availability only for census years. The counter argument is that

programs geared to changing long-term supply and demand for labor in

an area do not need a sensitive allocative ctiterion that_changes
frequently. Furthermore, benchmark estimates from CPS_and other

sources (perhaps a Census of Population taken every 5 rather than 10

years) can provide the needed updating of underemployment statistieg,

The literature details the advantages and d1sadvartages of various

measures of underemployment: Contimuing conceptualization is usefyl;

but the time has come for the Agriculture and Rural Economics D1V1s1on
(ARED, formerly Economic Development Division of the Economic Research

Service, USDA) to assume leadership in _assessing various measures of

underemplovment and testing their Suztabzlzty to meet rural needs.

Underemployment estzmates help to measure labor market performance and
the need for mampower services but are less important to allocate
Federal funds than in the seventies. That is becanse several programs
allocated partly by unemployment have diminished or terminated.
Examples include programs of the Comprehensive Employment and Tra1n1ng
Administration (CETA), general revemue sharing, and the Economic

Development Administration,

Poverty. Income, and Wealth

MaJor data gaps exist 1n farm 1ncome and wealth data, although SUCh

data are more complete than for other rural industries. National farm
income data are designed to meet needs of national income and product

accounts rather than to measuré the well- ~being of farm people:

Bawden and others (1977, p. 91) stated nearly a decade ago that

A clear picture of the economic pos1tion of persons engaged ln

farming requires data on the level and distribution of personal.
disposable income and wealth by various categories including type

of farming, tenure, economic sales class, time spent farming;

age, education; and geographic region: Finally, theory and
evpirical evidence points to variability of income and wealth ag

an important dimension of satisfaction.
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...how many poor pecple are engaged in farming, and what are

their key sociodemographic characteristics? Do poor farm
families shift from a low-income to a fioce favorable income

position from one year Lo the next? How do returns to part—time
farming differ by type of farm and geographic region? How are
capital gains from real estate distributed by family income
level; -tenure, and economic sales ciass? Combined with data on
age and education; this information will permit us to monitor the
economic well-being of farm families and to evaluaté the

performance of programs to assist farm people.

Data on personal income of farm and other rural families by size and

type of farm need to be adjusted for imkind payments as well as
wealth; adjustments of special importance in determining poverty.
Off-farm income data of farm people are inadequate especially at the

State and county levels.

Cost of Living Differences Among Areas

It is impossible to measure labor market performance, particularly

using the MEUI approach, without reliable measures of buying power in

The Panel on Statistics for Rural Development Policy stated:

Meaningful comparisons of economic well-being among communities,
regions; and program target groups requir . that wages, salaries,

income, net worth, transfers, outlays, taxes, and other dollar
indicators be expressed in comparable units. Often this means

deflating series for the cost of living among regions and
sectors. Meaningful measures of labor, industry, and capital
market performance also require data adjusted for cost-of-living

differences among regions and sectors. S S
(Gilford and others, 1981, p. 134)

Standard Rural Statistical Areas

Standard Metropolitan Statistical Areas (SMSA's) are used extensively

for statistical purposes. For various reasons, including higher costs
per unit of data collection, the "balance of state" or nommetropolitan

data are simply State totals less SMSA totals. Manpower data reported
on that basis provide neither detail nor reliability,

Because of economies in data collection, analysis, and reporting, it
1s sometimes feasible to collect and supply data for rural areas
(multicounty districts) that could not be provided at acceptable cost
for each rural county. Standard Rural Statistical Areas (SRSA'S)
would be rural counties but otherwise would be treated much as SMSA's
are treated for statistical purposes.

The Panel on Statistics for Rural Development Policy supports this
concept:

Procedures for obtaining, analyzing, and reporting data should be
developed to provide data for rural people and problems that are

comparable in scope and reliability to those for SMSAs.
13
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Designation of standard statistical areas (SSAs) encompassing the
entire géographic area of the mation would provide contimious,

changed less . frequently than the._ presently relaxed SMSA criteria.

The SSAs would be delineated in. cooperation with states;

conforming where poSS1b1e to substate plannlng and development

data with appropr1ate urban or1entat1on codes to fac111tate

analysis of county differences within rural SSAs as well as among
rural and urban SSAs. If continued use of the label "SMSA" is
deemed useful for an urban subset of the SSAs, the rural SSAs

coild be labelled standard trural stat1stica1 areas (SRSAs).",

(Gilford and others, 1981, p. 196)

Count1es in each SRSA groupIng would be contzguous and wouid not be
grouped into homogeneous categories of  the urban—or1entatxon
classification now used by the Agriculture and Rural Economics
Division. The two approaches serve different purposes and complement
rather than compete in meeting information needs regarding rural

areas.

Conclusions

It is not possible to 1ist all the data needed to measure labor market
performance of rural areas. References such as those cited above
constitute a rich source of information.

Many questions remain that better manpower data can help to answer:
Do financial and real capital markets function well to equalize
returns adjusted for unique local c1rcumstances’f Do m;n;mum wage
laws; regulations imposed by otganized labor, and local govermment
policies interfere with efficient market allocation? To what extent
do.lack _of knowledge, tradition; home _ties, _spouses,. dlscr1m1natlon,

and rural amenities siow economic adJnstment of human resources and

create chronic resource disequilibrium among rural areas and between
rural and urban areas?

Earnings differ substantially among groups classified by race, sex,

and sector (Tweeten; October 1980; p. 10). To know why, we need more
refined estimates of earnings profiles for various groups and adjusted

for sociodemographic characteristics.

Appraiéingiéﬁormaacém Labor Harket Loterventions

statist:rs but also to keep abreast of manpower. pol1cy performance,

particularly as it relates to rural areas, . A principal reason for
doing so is because no other agency is doing so.

Manpower bolicieé have a reputation for urban bias. Sométimes this

means that programs are solely for urban areas; other times this means

that national programs are never evaluated for their impact on rural
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people or areass One purpose of th1s sect1on is to 1nventory past .

manpower p011c1es to determine implications for rural areas; as well

as for ARED activities.

Distributional Overview

The. d;str;butzon of Federai tra1n1ng and employment funds by urban

orientation of counties is shown in table 1. Rural (nommetropolitan)
counties accounted for approximately 28 percent of the Nation's
employment and population in 1980 but received only 13 percent of the

Federal funds for employment and training. A major reason for _the_ low

percentage is because rural people go to _metro ¢ounties for training;

2conomies_of size preclude having facilities in every rural county.

Vet, funding for var1ous progrzims appears to be unduly concentrated in

metro COUI’ItIES .

u. S. Department of Agr1culture and U.S. Department of Interior
programs are disproportionately in nommetro counties but. the. programs

and funding are small. U:S. Department of Labor programs were largest

and 88 percent of funding for these programs was in metropolitan

counties:  Although the Employment Service has been criticized for

not serv1ng rural Workers, Federal fundlng for the program is less
metroforlented than is any other Department -of Labor program. The
U.S. Job Corps is somewhat nonmetro oriented in funding because many

facilities are in rural settings: Enrollees, however, are largely
from metro counties.

The Public Zaployment Service

Provision of job information and a clearinghouse to match job seekers
and employers has some properties of a public good that the market.
operating alone will not provide in efficient quantity: Private firms

may have difficulty appropriating benefits of job. information made

available_to_all _workers. and empioyers. Also, only one private agency

is_able. to operate. efrrc1ent1y to prov1de a job clear1nghouse at-

acceptable cost per unit in some local labor ~markets, Such a natural
monopoly, if not publicly operated, may require public regulation to
avoid excessive charges to cistomers. Nonetheless; arguments for
public provision of job services are not strong enough to warrant

providing such services without careful attention to benefztfcost

ratios_and apprazsal of aiternat1ve job service delivery systems,

especially in rural areas.

Operation of Employment Services (ES, also known as Employment
Security Offices or Job Services) in 2,600 locations throughout the
country is the responsibility of State govermments but with funding by

Federal grants to States. Federal legislation establishing the

employment service in 1933 focused on overcoming labor market.

imperfections in matching workers to jobs and in overcoming skill
shortages. Beginning with the war on poverty in 1964, the emphasis
shifted to labor_ initiatives targeted at minor1ties, welfare
recipients; and lowiinebme youth. Fairly comprehensive programs

providing train. - as_well as job market information include the
Manpower Bevélapmzjt and Training Act (1962), the Economic Opportunity
Act (1964), the C.- prehensive Employment and Training Act (1973), and

the Job Training Pa:*nership Act (1982). 1In constant 1983 dollars,
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Full Tt Provided by ERIC.

Table 1-—Distribution of federal furds to metro and nometro coultis, f1soai year 1980

: R A Ff*i—wrgelicanemmis
! United : Metro..: - . : :  Less : Tctally
Agey and program 1/ 'fype 2/ States :courties: Total : Urbantzal urbanized : riral
: : : : Non- : : Norr : : Nom

: Adja—: adja—: Adja—: adja—: Adja-: adja

:-cert ;- cert -:-cerk-:-cert: cert :-cent

Pcp(ﬂ:ation distributton; 1979
Trainirg ani etploymert

anrmzrt of Agrimlture

Employment & traiming R&D pro_]ects fhﬂA
Employmert ard training assistarce 3/

Departmert of Education

D@artmert of the Interior

Departm:tofLabot

Employment ard training assistarre 3/
Employmert and-training assistance. -

Yaurg afult comservation corporation :
grarts to States 3/ :

Camprehersive a:pioyne;rt arﬂ tra:lnin;
programs; ETA 3/
Employmert ard trainijg assistame
Employmert services (ETA, ETA
Job Corps, ETA 3/
Program EcTniirﬂStratiom ETA
Research and developmert projects,
- EMA3 - :
Spetial prcgrans/activitierdisadvartaged'
ETA 3/

Suuner yauth employment programs, ETA 3/ :
Work: incertives :
Yaith commirity corservation and

fmprovemerts, ETA 3/ o
Youth employment and training program

_ETA3 :
Youth ircertive ertitlemert pilot ptoject
ETA 3/ :
Action (jmth employment support) :
Cmmnity Services Admi rdstration :

.
.

Q%?R?I 1

3 BRIl 3

&

[72]

d 89338 R’ 433

3 & 4

&

Million
dol lars

25.5
1.6

7.0

— Percentage of U.S. total ——

7.1 3.9 6.8 6.8 1.2 2.3
6.2 2.0 1.3 25 .2 .9
106 4.9 114 263 1.6 21.1
0 0 500 500 0. 0.
10.8 5.0 10.6 259 1.6 21.5
13.8 0 0 6.5 0 0
9;5 7.0 7.0 9'5 1.3 4;5
0 17.5 10.1 149 8.6 147
0 o 0 0 0 0
i 5.2 65 91 0 2.7
6.1 L& 1.0 2.1 .2 .6
6:4 1.5 &4 1.5 .6 .5
0. 0. 0. 0 0 0
75 59 50 7.8 .6 1.0
34 L4 68 42 1.8 1.9
o © 0 0 0 0
3.2 0 0 2 0 0
9 4 2 3 0 0
5.9 1.5 5 1.2 0 .7
0 0 0 0 0 0
5.1 24 .5 22 0 1.2
60 1.8 .5 1.5 0 8
2 0 0 0 0 0

0 i1 0 0 0

0 0

1/ Ftd-IA -Farmmers Home Mmirdstration; ETA - E.rq)loymelt and Trainirg Assistance; CETA - Comprehensive Enmployment ard
Trainlrg Acts .o

2/ PG - project gran:s, @ - contractual promranelt' G - formila g'ralts, SE ~ salaries and penses.
3/ Estimated distribution

Saurce: Reid and Whitehead (1982, p. 45).

ERICCOPY AVAILABLE

16

20



annual experditures on these programs rose from approximately $3
billion in the late sixties to_a_peak of around $14 billion in the

late seventies, and declined to approximately $4 billion with further
cuts programmed for the next several years (Burtless, 1984, p. 18).
As Federal funding through grants to States has declined in recent

years, responsibilities of the ES have increased. _The ES; for
example, administers work tests that determine eligibility for welfare

and food stamp programs. Use of the ES to assist the poor in
obtaining employment may have compromised the agency's effectiveness
with_other workers: Neither individuals seeking nor firms offering
better paid jobs use the Employment Service. The Congressional Budget

Office (July 1982, p. 23) reports, "The Service has acquired a
reputation for dealing largely with economically disadvantaged job

seekers with low.levels of skills,” A Department of Labor survey
reported that only a fourth of all employers, representing 36 percent
of all job vacancies, listed their openings with their public ]
employment service (U.S. Department of Labor, 1976). A much smaller

proportion, about 5 percent, of job seekers finds jobs through the ES.

Data on use of the public employment service_in rural areas were

obtained from family heads in the control and experimental groups of
the rural income maintenance experiment in Iowa and North Carolina in

1970 (see Tweeten and Brinkman, 1976, ch: 4). - Family heéads were asked
where they would refer someone looking for work. Two-fifths of the

respondents were unable to suggest a place to get help. Twenty-three
percent of respondents suggested the public employnent service.

The frequency of rural heads who had experienced employment problems
was not mich less than the frequency of farm heads who had experienced

crop problems. A high proportion of farm heads knew where to go for
crop-problem advice; a much smaller proportion of rural heads knew

where to go for employment advice. Furthermore, because of greater

investment by taxpayers in wmaking services of the public_extension

service available to farmers and for_other reasons, 43 percent of.
those who had problems used it, while only 15 percent of the rural

heads who had employment problems used the public employment service.
Intensive surveys confirm that many who could potentially benefit from
labor services do not register, in part because the ES relies heavily

on referrals to local employers who cannot meet needs for employment.

The Department of Labor has an interstate clearing system between
State agencies in a central office in Albany, New York. The system,
operated by mail; attempts to match employees willing to relocate with
employers willing to recruit out-of-area workers (Congressional Budget
0ffice, July 1982, p. 51). The system might operate more efficiently
if the linkages between Albany and State offices were by computer.

However, an evaluation of the Job Service Matching System (JSMS), a
computerized process matching workers to jobs and operating in 24

States, indicated that computerization had done little to improve the
effectiveness of the Employment Service (Congressional Budget Office,
July 1982, pp. 46, 47).

In short, the public employment service has many shortcomings:

Interarea recruitment is minimal: When used at all, services are

mostly to provide workers for existing or potential local employers.
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1he service rarely refers potentzal workers to the best opportun1t1es

available anywhere.

The match1ng of . workers and Jobs, if done well, is complex.
Computerized natlonw1de information systems; - systematic job counsel1ng
beginning at the high school level, and mobile; well-staffed
employment teams for rural areas are a few of the potential
1mprovements.,,These improvements should be monitored for effxcxency.

If social costs exceed benefits after a reasonable period required to

become established, the programs should be changed or abandoned.

Training Programs

CETA training programs in 1980 had 360,000 p’éttiéipénté in éia"ééé’iiom

on—the—Job traxnxng at _$2,100_ per trarnee* and 300, 000 in the work

experience program at_a cost of $2,200 per trainee. The latter

program provided subsidized Jobs that gave some tra1n1ng and
encouraged favorable work habits and attitudes. CETA trainees were
mostly the d1sadvantaged and 1ncluded a high proport1on of enrollees
from families receiving public assistance (33 percent) and from
minoritiés (44 percént) Most enrollees were youths, only 15 percent

Consxderable followup data on CETA tra1nees were obtained by the
Cont1nuous Long1tud1nal Manpower Survey, ,The above data, show1ng
small oiitlays per trainee, reyeal,that CETA programs could provide
little more than an introduction to training. That observation helps
to explain results from an evaluation {Congressional Budget Office,
July 1982; p. xvii):

(1) Trainlng xncreased the earnings of females more than of males.
The pr1nc1pal reason was not. higher wage rates; it was more hours
worked Women 7were7frequently not employed or wcrked part—time
before enrolling in CETA. The program gave enough =ncouragement;
guidance, and skills to be employed more hours. Each of the programs
(classroom training; on-the-job training, and work experience) raised

earnings from $800-$1;300 per year:. This is a modest addition indeed

to an income which averaged less than $5,000 per year before training.

(2) Training did not significantly affect average future earnings of
male participants, probably because men had previonsly been employed

(3) Men and women with the least empxoyment exper1ence had the 1argest
earnings gains after training.

The study concluded that, because CETA part1c1pants seemed to gain

more from job placement than frOm trainlng per se, more emphasis

produces high,placement”rates, and :he approach needs to be explored
(see Congressional Budget Office; July 1982, p. 44).

Under the voucher training system, eligible recipients were provided a
voucher paying some or all of their training costs. Thé training
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institution and. ireid of study were chosen by the c11ent rather_than

by counselors or spec1a11sts, the latter being the tradition for
pubiicly supported training programs, A review of results of several

scientif1ca11y des1gned experiments for the. dz-advantaged prov1ded no

evidence that clients themselves made decisions more or less superior

to-those made by counselors or. job. spec1alxsts (Sharp and others,

1982, pi: _95). Occupatxons selected by voucher holders were similar to

those ~picked for them by "experts.” _ Recipients made extensive use of

4 year and community colleges, part1cu1ar1y of vocational-technical

programs such as secretarial or data processing in community colleges.

- The economic payoff from tra1n1ng programs tended to be modest. A

Seattle-Denver voucher exper1ment found that small earnings
differences found favored the control group that did not receive
training voucher subsidies.

-- No more than a th1rd and probably cons;derabiy fewer of those most
in need of further education and skill enhancement will seek tra1n1ng.

- The varIety and qua11ty of programs and institutions proV1d1ng CETA

tra1n1ng urder the voucher system are uneven, with the most inadequate
resources in smaller communities and rural areas:

The study (Shatp and others; 1982, p; 101) concluded:

A1l indicators suggest that if éEfA traihiﬁg is V1ewed _as a mean§

most severely d1sadvanta§ed members of soczety,ivoucher1ng

training would be an inappropriate mechanism for the pursuit of
this goal.

Prevzous stud1es and data systems prov1de few clues regarding how. CETA

or its successor, the Job Training Partnership Act, has influenced the

rural labor force of over 30 million. Despite cutbacks in Federal

tra1n1ng programs for all sectors, the issue is of contxnu1ng concern.

State and local yocatxonal technlcal programs have grown 1n recent-

decades and are far more important than Federal programs in prov1d1ng

traznxng. The State programs serve broad classes of people and tend
to have h1gher compler1on and placement rates than Federal training
programs for the disadvantaged. Many of the. programs are of

sufficient duration and quality to add much to income.

On the. other hand, tncreasxng ev1dence points to frequent cases of

low-quality vocational-technical training ot training for -jobs that do

not exist. A related problem is placement efforts focused narrowly on
the local job marhet without sufficient attention to_regioual and
nat;onal markets and to the projected Supply-demand balance for

various skills. Many local State vocatiomal-technical schools need to

improve outlook, placement rates, and. tra1n1ng quality. These issues

including the prxbate and social payoff from vocat1on-techn1ca1
schooling as it relates to rural areas is a priority item for research

(see Tweeten and Brinkman, 1976, ch. 4; for earlier studies).

6ff-farm,uagés of fatmérs increase wzth additional school1ng accord1ng

to a number of estimates: However, vocatioral training frequently has
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had a negative affect on off-farm wage rates (see. Huffman, 1985).  One

explanation is_that vocational training has little affect on 1mprov1ng

earningss: _An_alternative and petrhaps a more plausible explanation is

that 1nd1v1dua1s who choose vocational training are. less. able.and earn
a lower wage than others, other things equal.; Vocational training
does increase the probability of farmers' participating in off-farm
work.

Negative Income Tax and Manmpower

Various weifare reform proposals have had 1mportant 1mp11cations for
rural ~mamnpower. Experiments have shed 1 ght on two maJor contenders

The Rural Income Maintenance Experxment conducted from 1970 to 1972 in

Iowa_and North Carolina estimated that a negatIve income tax with a

AS—percent tax ‘rate and i ncome guarantee at 80 percent of the poverty

percent (Bawden and others, 1976 P x) i Responsesfdiffered greatiy
among family members. Husbands reduced hours worked very little while
wives reduced hours worked for wages by 27 percent and dependents by .

46 percent:; Labor supplied by farmers was not reduced by the negative

income tax:

The Seattle-Denver negative income tax experiment, initiated in the

efforts, included 4 800 families. Prime age males in the S—year

negative income tax program reduced anmal hours of work by 9-10
percent, their spouses reduced work by 17-20 percent, and women
heading single-parent families reduced annual hours by as much as 32
percent (Burtless and Haveman, 1984, p. 108).

These reductions for urban families in the Denver-Seattle study were

greater than. for rural families in the Iowa-North €arolina study and
much largxr than for farm families: In the words of Burtless and
Haveman {1584, p. 108), these reductious

...aré large enough to cause a1arm among conservatives a1ready

with no strong opinions about the desirabilrty of a NIT.

SubSidizede@ployment

In V1ew of the 1nabi1ity of Federal Job search and training programs
to_add much_to income and_in view_ of work disincentives in negative

income tax programs; it is wel: to examine a major dlternative to

raise income of the disadvantaged, that of subsidized employment.

public service empioyment programs for the disadvantaged have been
criticized for- -providing  only make-work, dead—ed- jobs. Such
employment produces little of value, it is sa1d ~because conventional

competxtion. Pubiic employment programs ciuster persons w1th
job~finding and job—holding deficiencies into groups where they often
reinforce each other's inadequacies rather than learn by interacting

with competent, experienced workers.
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The Employment Opport """ ty P1lot Proaect (FOPP) was - establ1shed by the

Dcpartment of Labor in the late seventies. It prov1ded comprehensive

job.services tip to-and 1nclud1ng public employment if other measures

failed to gain employment for participants. To be eligible for

subsidized employment or training, an individual had to participate in

the job search phase witnout obtaining employment, had to be the

family's primary earner, and had to either receive Aid to Families

with Dependent Children (AFDC) or have income low enough to qualify

for AFDC.

Of the 120, 000 el1g1b1e for - all EOPP serv:ces, 1nclud1ng subsxdzzed

employment and training, only 21,00C_or_18 percent enrolied and oniy 3

percent obtained public service. employment jobs (Burtless and Haveman,

1984, p: 122); The authors concluded (pp: 122, 123) that

Y- guaranteed public 3obs program aimed at the welfare—ellgzble
poor would be considerably less expensive than. anticipated
[but]...the program would be much less successful than expected
in reducing welfare dependence since only a small percentage of
AFDC recipients would apparently be forced to part1c1pate in such

a program.

Public service employment has a mixed but generally unfavorable record

of success, Public-private partnership_ arrangements have worked

better. Given the current budget_stringency, it is well to reexamine

alternatives to reduce public cost and raise the value of outpiut

through sub51dized private employment for the d1sadvantaged. Many

supplements. An early S Federal effort was Job -Opportunities in

the Business Sector (JOBS), a- program begun in 1968. It was

cost—effectzvel utilizing public fuands to induce private §1rms to h1re
and train the disadvantaged (Tweeten and Brinkman, 1976, p. 115).

Shortcomings _of the program inciuded (l) inadequate Federal fundlng

and perhaps retated failure to reach its employment goals, and (2)

little use in rural areas, in part because small firms, especially
prevalent in such areas, found the programs burdensome given limited
personnel available to train workers.

The first sizable earnzngs subsxdy scheme was the Earned Income Ta
Credit introduced in 1974: The maximum subsidy for a family head with
children was oniy 5406 when earnings were $ﬁ 000 per year. Coungress

with earnings of $5,000. A negative earnings tax. 1mposed at a 10

percent rate app11ed to the supplement above anmual _earnings of

$6,000; thereby eliminated the subsidy at earnings of $11,000.

The Earned Income Tax Credit was paid to employees. If their

employment decision was unresponsive to wage or earnings, the

supplement would have little impact on labor supplied. _ 1f workers

desire to ba employed but employers will not hire because of minimum

wage laws or other impediments that. keep wages above the value of

workers' output; then a more effective approach might be to reduce

labor cost to employers—-a proposal enacted in the late sevent1es.

percent of the first $ﬁ 200 of wage i ncome pa1d to an addit1onal
worker from its tax 11ab111ty, up to $100,000 of tax credit: An
21
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extension of the program in modified form For 2 years in 1978 limited
the subsidy to newly hired target group members including various

categories of welfare recipients.

A number ofﬁevaiugtions have been made of wage/earnings supplement
programs. Drawing on work by Bishop and Leriian, Haveman, and
Cﬁfiétéihﬁéh (1978, p. 55) éStiﬁétéd thét Fédétél budgététy Cbét Dér

run direct publzc employment program., However, the unet _jobs created

by a wage supplement program were estimated to be only 20-50 percent
of the gross jobs created. The tax cred1t earnings Supplement was
estimated to have reduced inflation and increased employment, other

things equal.

A Bayton, ﬁhio, experrment Indxcated that subszdi7ing wages can. be

counterproductlve. Disadvantaged workers were divided at random among
three treatments:

(1) The first treatment group was provided a tax credit voucheér undér

the Work Incentive (WIN) tax credit program enacted in 1971 and

Targeted Jobs Tax Credit (TJTC) enacted in 1978.

(2) The second treatment group was provxded a cash voucher thch could

be redeemed by employers for cash equal to 50 percent of wages paid
during the first year of employment up to a $3,000 subsidy, and 25
percent of wages paid diuting theé Second year up to a $1,500 ‘subsidy.
(This was the same value of subsidy as in (1), except that in (1)
employers had to have tax liabilities of that amount to achieve full
value.)

(3) The third group was a control with no subsidies.

Results were striking. Eﬁpibyérg were reluctant to hire job seekers
provided wage subsidies EBurtless,,l984, pps. 12~ ~17). Compared with

otherwise identical job seekers not given wage subsidy vouchers,.

unemployed workers provided with vouchers were significantly less .

likely to be hired. The voucher probably had a stigmatizing effect,
prov1ding7employers with a screening device to discriminate agaiust
economically disadvantaged workers.

Thirteen percent of each._ voucher group (tho tax voucher group and the

direct cash voucher group) were placed in jobs but 20 percent of the
control group were placed in jobs. Either because employees did not
offer or because employers d1d not request three—fourths of the

Other rcud.es; however; indicate that_ suBSidiés increase chances of

hiring disadvantaged youth:. The Employment and Training ==

Administration in a project in Detroit and Baltimore found that

employer participation increased with.the szze of the subsidy (U. S.V
Department of Labor, 1982, p. 115). Although responses were generally
low because of reécession, about 18 percent of the fitrms e11gib1e for
100‘§ét¢éht ﬁégé §ub§idié§ hiréd é lbw;ihCoﬁé ?buth 10 pércéht bf

percent of frrms with SG-percent subs1d1es h1red low~1ncome youth

(U.S. Department of Labor, 1982, p. 115).
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The above studies point to serious limitations of wage-earnings
subsidies. However, several shortcomings of past experiments limit
inferences that can be drawn: (1) the subsidies were earning or

training subsidies, not wage rate subsidies; and (2) they were.
temporary, small, and given to identified disadvantaged workers. &
large program available to all would cost more than the narrowly

circumscribed programs discussed above but would have less stigma,
could target. lower-income workers, and would help some industries,

such as textiles, prominent in rural areas, compete with low-cost
imports. The latter is of concern when the dollar is strong in
international exchange.

One proposal is for the Federal Govermient to provide workers with a
wage supplement equal to (for example) balf of the difference between
a_target wage (say- $6.00 per -hour) and _the wage paid by an employer.

The. program could be tailored to_circumstances: For example, - only
high school graduates or those certified as incapable of completing
high school might be eligible: High school students might be eligibie

for subsidies in the summer months,

The program would interfere less with economic efficiency thun would

other major welfare reform schemes. It would especially benefit the
working poor prominent in rural areas: The wage/earnings- supplement

would automatically target marginal workers and hence would not rely
on unemployment_or_other filawed allocators.- The program could
simultaneously raise the income of the disadvantaged while making ,
their limited skills attractive to profit-minded empioyers. It is one
of the few welfare-reform and manpower programs that offers promise to
at once increase employment and output; reduce underemployment, and
help hold prices down while targeting benefits to those with low

income. It would h81p1§732§fhieiﬂtuteds:ate§ competitive in oo
ihdﬁgttiéég,SEéb,égigéigiies; important to thousands_of rural workers
but which have difficulty competing with low-wage foreign iabor.

Comprehensive Programs for the Hard-Core Disadvantaged

The Job Corps provides a campus—like program of compreheisive

training, counseling; and job_search assistance for the- hard=-core. .
disadvantaged. Costs averaged $14,000 per trainee in 1984:__Although

expensive; the program has had positive results. Some estimates
indicate the program returned $1 for each $1-invested ("Antipoverty

Policy: Past and Future,”. Focus, Summer 1985, P-.15). 1If these
benefits and costs were adjusted for the utility of income for. those -
who pay the costs and receive the benefits, the program would be rated

as one.of the more successful of a generally disappointing array of

Federal manpower programs.

The National Supported Work Demonstration project took place from 1975
to 1978 with 10,043 persons employed as participants in supported work
Programs. __Groups were extremely disadvantaged (Manpower. Research - -
Corporation, 1980, p. 23ff). About 38 percent were ex-offenders, 21
percent extended AFDC recipients; 23 percent disadvantaged youths, and

12 percent-ex-addicts.. To_be eligible for the AFDC group, persons had
to.-be on AFDC for 30 of the last 36 months,. be currently unemployed;

and have-limited recent work experience.. The ex-offender_group had to

be age 18 or older and incarcerated within the last 6 months as the
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result of a_ convxctxonl ,Among the ex-offender group, a third reported

they were regular users of heroins
éiose éubervision was provided and contractors were urged ‘to utilize.
enrollees to. produce goods and serv1ces for the market. However, only

serv1ces, the remainder came From donor agenc1es.

Soc1al benef1t—cost ratlos from the proJect Were judged to be_ greate*

than one for the AFDC and ex—addict target groups but less than one
for the youth and ex-offender target groups. Results indicated that
the AFDC group program was particularly effect1ve for older women

increase workxng tIme.

workers can be employed. The controls had employment rates of @0790
percent; the experimentals up to 10 percentage points higher. Still,

even this intemsive program left many unemployed.

Help1ng Workers stglaeed—byglmports

The Trade Adjustment Assistance (TAA) program initiated in 1962

offered_comprehensive assistance to workers displaced by import

competition.. The concept behind TAA is especially favored by

economists who conclude that the United State: as a_Nation_gains_from

freer trade, but persons who IOSe deserve conpensatron to make free .
trade initiatives- polit1cally attract1ve. Some have argued that it is
inappropriate to incur billions of dollars-each year in- national
losses due to international trade restrictions while allocating only

$200 m1111on to Title 3 of the Job Training Partnership Act; the
Nation's chlef manpowear policy response in recent years to worker
displacemert.

The TAA program is an excellent example of a well-intentioned effort
gone awry. The TAA program offered cash benefits (Trade Readjustment

Allowances), training and related services through the Employment

Service, ard job-search and relocation cash allowances. TAA benefits

were made available to anyone certrfzed by the Secretary of Labor_as

hav1ng 1ncurred damages as a reSult of. fore1gn 1mports., TAA outlays

anortunately, the program became one of poorly targeted 1ncome

ma:ntenance rather than adjustment._ Of those who received TAA

payments in fiscal years 1976-80, about 13 percent received._

counsel1ng, less than 3 percent were referred to. training; - and about

the same-share- were placed on- Jobs (see Congresszonal Budget 0ff1ce,

July 1982, p. 28). Béetween 40 and 75 percent of workers who applied
for TAA benefits were already reemployed at the time they applied for
retroactive benefits. _Surveys indicated that from 67 to 72 percent of
workers who received TAA benefits in 1976 returned to work with their
former employer.

Relocation assistance under the TAA program had limited success.
Although relocation allowances and a portion of reasonable moving
24
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expenses were paid, fewer than | percent of workers who applied for

employment services took advantage of those provisions;

Other relocation projects have had greater success: A Departiit of

Labor job-search and relocation project conducted between 1976 and
1980 used lbcal;émﬁlbyﬁéﬁt,dffiéé§:t9 provide a combiuation of job

information, job search grants, and financia assistance to coyar
moving expenses (Congressional Budget Office, - July 1982, p. 50)..
Relocation assistance ﬁééiprovidEQ,tb;élmGSt,2;000”i53i§i8uéisithrbﬁgh
a project in 32_local Employment Service offices in eight southeastern
States (U:S: Department of Labor; 1982, pps 112-114);

A comparison of re-employment success of those who were unemployed and

received assistance with those who did not receive assistance found
that:

= Project_participants became ré-employed more quickly than the
control group.

- About 55 percent of those who were relocated were employed, mostly
full time, in the new area 12 months after relocation,

- The average cost to the Govermment for relocation was $1,350 for

administration, job search, and relocation grants.

- Project costs from a societal perspective were recovsred in just
over 15 weeks.

Lovell (1984, p. 27) recommends that a displaced worker be defined as

a laid-off employee with 4 years of covered employment by the State
unemployment system and who is certified by his or her forwer efiployer
to. be unlikely to return to work for that company within a 6 fonth
period. Workers enrolling in_the program would participate in a
40-hour-a-week schedule of job searching and training. Initial . :
emphasis would be on fnformation and counseling. If, after several
months of counseling amd job search assistance; the participant found
no job, a voucher would be provided to_cover_the full cost of

relatively short retraining efforts and a percentage of the cost of
5nyrlopger-term’tréiniﬁg programs. Workers would be provided with

information, not only on local job opportunities, bit also on .. ..
statewide; regionwide; and natiomwide opportinities. One option would
be to provide low-cost loans or loan guarantees when_jobs in other

locations are offered and accepted. Of interest is. that such . -
proposals for displaced workers could not inciude the self-employed
and those not covered by unemployment insurance, categories prominent
in rural areas.

U.S Department of Labor (DOL) Programs for Farmers
Hired farmworkers and farm operators are a small part of rural

manpower but have beéen the subject of some of the most controversial
issues and labotr programs.

Martin (1985, p. 31) notes four major farm labor responsibilities

carried out by DOL:
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g1) To match workers and Jobs and provzde other services. through the

Employaent Service offices.  The most intensive program is for migrant

and seasonal workers in fruit and vegetable harvesting.

(2) To C°rt1fy that_farmers. w1sh1ng to 1mport temporary workers under

the H~2 program have satisfied housing and recruitment requirements.

(3) To assist migrant and seasonal farmworkers who wish to obtain

employment and training skills to advance in farm or nonfarm Jobs.

pension laws.

These and related top1cs are d1scussed in detail by Coltrane. (1984)

and by Martin (1985). They are not treated here except to note some

anresolved issues (Martin, 1985, p. 31):

-What is the appropr1ate Federal role in farmworker employment

and training programs?

—How can the Employment Service best match farmworkers and jobs?
~How can DOL establish a reliable wage base and certification
criteria to_determine whether farmers have truly attempted to

recruit American farmworkers?

-What are optzmal enfo.cement srrateg1es fafe@agé; housing,

labor contractors, and hiealth and safety standards?

Summary and Conclusions

National Manpower Policies

The Job_ Training Partnershlp Act (JTPA) of 1982 51gnaled a_ radical

new direction in national manpowei policy. Notable features of the

Act include:

- Block grants to States to. perform Job tra1n1ng and other manpower

programs formerly performed or sapervxsed by the Federal Govermment.

-~ Greater emphaS1s on the pr1vate sector actlng alone or in concert
w1th public agencies to provide mampower services.

Gone are the large socxal experxments that represented the h1ghwater
matrk  of social science emulating the methods_of. eXper1mental

statistics with treatments and controls.. Gomne_are the grand

initiatives deS1gned to bring equality of economic outcomes. through

pubiic provision of compensatory human resource inputs. .Controlled .

social_experiments demonstrated . that human resource economic research

could be conducted on.a _large scale and be scientifically sound and

prodice significant results. The experiments showed that net benefits

of many manpower -programs are only marginal _at best. But information

relating to rural people and areas is frequently lackiug.
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Perhaps_the public expected too much from manpower programs. Labor

policies rest>d on the myth that large numbers of the poor could be
salvaged by job training at reascnable cost. In the process; public
employment agencies lost much employer support: Employers simply went
elsewhere for competent workers, and public employment service . -
efficiency and placements fell: WLabor services must be retained for
disadvantaged groups, but such services should not replace services
for other groups or neither of the groups will be well served. Some
human resource programs-did not work because they were too_small and

poorly funded. -Others failed because problems of the disadvantaged
proved intractable, The failure of home and community to instill
competence in the hardcore disadvantaged cannot be compensated at a
low cost by labor poticies atone. Thus it is often necessary to begin

manpower policy with preschool programs such as Head Start.

The new manpower policy has positive and negative aspects. It

increases accountability by moving decisions closer to those who .
provide and receive labor force services: It emphasizes State and.
local training services; services with historically higher rates of
placement and return on investment than Federal training programs.
Negative aspects are also apparent. State and local govermments
frequently ignore manpower needs of the disadvantaged. Such. .
govermments have not been known for rigorous evaluation of efficiency
or equity dimensions of their programs. Such govermments also have
not been noted for careful coordination of programs to match -

vocational-technical training with the national and regional labor
markets.

The best of the manpower development ﬁtbééé@éif§f the_ disadvantaged in

the Jobs Corps and AFDC have comventional benefit-cost ratios of only.
1.0 or somewhat higher._ AFDC is mainly for women who have been out of
the labor force for long periods. - Although transfer payments would
be_about as_effective in raising well-being,  the American public may
more wiltingly invest in human resource development programs. Past
Federal programs mostly just increased hcurs of work: Greater S
reliance on State vocational-technical programs offers the potential

for longer, indepth training necessary to raise earnings per hout. Of
concern is whether programs will be evaluated for equity, efficiency,
and impacts by sector; age;, and other dimensions. Here, it is well to
recall the conceptual framework outlined earlier im this paper:
manpower programs for the disadvantaged yielding a conventional 7
benefit-cost ratio of only 1.0 can have a significantly greater social

payoff than programs for more wealthy groups yielding higher
benefit-cost ratios.

Rural Manpower

Now turning to rural areas, the situation as reported by Ray Marshall
(1974, p: 119) in the seventies has changed little:

By whatever standard we judge mampower experiences, the avidence
seems to support the conclusion that rural areas have been

shortchanged in manpower efforts: An issue paper prepared by the

Labor Department concluded that rural areas; with 22 percent of
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the. population in 1969 received about 6.9 percent of labor and

manpower efforts;
Modest progress occurred when Ray Marshall subsequently served as
Secretary of Labor in the. Carter Adminlstration. Although JTPA seems
to of =r little,hope for 1mprovementl it is hazardous to be critical
of manpower efforts without more hard data and analysis showing the
paybff from such services to rural pecple. Such data are sparse
indeed;

DataeandAAnal95154Needs

f dat: a nd analys1s needs for rural areas which

Three general areas 3
the Agrlculture and Rural Economics Division can help to fill are

éii _Data measuring poverty, underemployment; and other dimensions of

1abor market performance and needs for public manpower policies are of
high priority. As noted in the text, such data are especially.
deficient for rural areas. Some excellent descriptive statisties are
§V§iléblé fégéfdiﬁg thé hiféd farm Working fOfCé (Qéé Pblléﬁk éﬁd

January,1985), But,relat1Ve1y,little,is”known,about,poverty”and,”,,”
underemployment B§ economic classes. 6f féfmg and even 1é§§7;é gﬁ@gﬁ of

force. Information 1s much more complete on the 2.4 million hired
farm work force and the 100,000 migrant farmworkers than on the more
than 25 million nonfarm rural workers.

(2) Analysis of manpower program payoffs. The considerable research

reported_herein_says_something regarding what does and_ does_not work.

to reduce poverty and underemployment. On the one hard, the long 11st
of past work. force programs depicts.the 1mage of a public labor effort
that is alert, imaginative, innovative, and bold. On the other hand,
therimage is a-labor policy that is barren of. proved, solid
comprehensive delivery systems integrated with other socioeconomic
development efforts.

For the nonsalvable poor, such as d1sabled and elderly, there is
little alternative to income transfers. Transfers are more

raise income becausefthe latter programs devote con51derable7resources
to training costs; which produce little or no earnings for the target
group.

For the salvabie poor . and the unemployed nonpoor, a negative income

tax has. large disincentive effects.. Public employment programs are
expensive to. taxpayers, and large programs -are difficult to- direct at
producing valuable output because offpolit;cal objections of the

conVéntionally employed. Federal efforts have been disappointing to

This MArTOWS - rhe 11st of successful manpower programs to some.

training, relocation assistance,:and placement efforts. Monitoring )
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national. manpower pollcy.: The task of match1ng suppl1es of trained

workers to demands for skills _requires outlook information responsive

to a labor market that is national in scope: Saks (1984, p. 49) put
it this way:

In a couple of years, Congress w1ll want to know whether the Jobs

Trazning Partnershlp Act. is noth1ng but a transfer of funds to

the states. And the states _will want to know what prougrams are

effective for which grouns in which circumstances.

Some manpower programs are promising: After more than a decade of

experience; an effective school-to-work program (called Jobs for

Amerlca s Graduates) seems in sight. First tested in Delaware in 1979

nd 1980, the program now operates in nearly 100 high schools in eight

States to provide counseling and job search skills to disadvantaged

youth.r Whether th1s or similar programs can be initiated, maintained,
or evaluated in the future is of particular concern.

W1th fund1ng cnts, the Department of Labor cannot be expected to.

provide labor market performance data relating -either to equity or

efficiency in rural areas. The Agricultuta and Rutal ‘Economics

Division and universities can help. Efforts to work with. agencies to
collect relevant statistics and analyze results will be crucial if

tural areas and people are to be served.

(3) Baszc‘parametersssucheas Supplygand demand for labor., Predictiné

impacts of changes in public manpower policies requires viable

estimates of parameters such_as labor supply and demand elast1c1t1es.

Agr1cultural worers are excluded from much sociail 1eg1slat1on such as

the National Labor Relations Act.: If. wages of farm and other workers

were changed by higher minimum wage rates or by greater. coverage; by

labor union contracts, or by higher payroll deductions for social

secur1ty, d1sab1l1ty insurance, and other -social programs, what would

be the impact on employment payrolls, and output7

development programs may_be . enhanced with balanced growth prov1d1nO

jobs and skills in_ depressed rural areas. Basic parameters relating

pcpulatzon characteristics to publ1c programs -and, in turn, public.

programs to soczoeconomic payoffs are¢ required to _wodel and . evaluate

alternative rural development strategies. What jis the least-cost mix
of public manpower s welfare;, and job development policies to alleviate
poverty and underemployment in rural areas? Better data ard analysis
are needed not only to determine labor m1rket successes and failures
but also to gause how far Government programs can go to correct market

future with positive social benefits.
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INDUSTRIAL RESTRUCTURINC IN METROPOLITAN AND NONMETROPOLITAN LABOR
MARKETS: IMPLICATIONS FOR EQUITY AND EFFICIENCY

Marta Tienda 1/, 2/

Technology has revolut onized the nature and organization of work; but

differentially so over time, within economic sectors, and across. labor

markets. The most sa11ent feature of change 1n U S. employment over

spurred by the decline of agricultural employment. For example, owing
to the dramatic increase in output and productivity dur1ng the

post-World War II period (Cochrane, 1979; USDA, 1981), agr1cu1tura1

of total empioyment in 1940 to approx1mate1y 4 percent by 1980

(Browning and Singelmann, 1978): 3/ More than any other single change
in employment, the sharp drop in the number of f~rmers and farm
laborers since 1940 illustrates the profound ramifications of
technolog1ca1 change on the demand for workers in rural areas.

Accompanying the sweeping changes 1n the 1ndustr1a1 composition of

production_and_employment was a concomitant transformation of the

occupational structures Erimar:ly, the latter involved changes in the

technical division of labor as a result of the increasing .

specialization, and in scme. znstances, from the routinization and
deskilling of occupational tasks. Consequently, during the past two

{Singelmann and Tienda, 1985; Singelmann and Browning, 1980) Again;

the agricuitural Industry provides a. good illustration of:how.

technological change resulted in more complex division of labor within
the 1ndustry. That 13, due to the requirements of a comp‘ex

includes many profess1onal technical, and manager1a1 workers far more
than was previously the case.

1/ Marta Tienda is a Professor of Sociology and Rural Socislogy at

the University of Wisconsin-Madison.

2/ This research was supported by the College of Agricultural and
Life Sciences, the University of WisconsinMadison; Hatch Project No.
2886. Coﬁpﬁtati6651 work was euppértéd by a grant to the Center for

Center for Population of NICHD (HD-05876) I am indebted to John
Marcotte for computatiomal assistance, to Susan Walsh, Diane
Duesterheoft, and Gary Heisseretr for techriical assistance, and to

Chuck Ford for inmspiration. - -
3/ Cochrane (1979: table 7.2) showed that agricultural output

doubled during this period while inputs increased roughly 3 percent.

However, this impressive increase in agricultural productivity_was

facilitated by an equally remarkabie substitution of machines and.

chemioals for laborers. He reported a. 412 percent decline in 1abor

chemical inputs skyrocked by almost 1,200 percent (see tables 7. 2 and
8.3)
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The sociological significance of the structural transformation of

production and employment resides in what these macrosocial processes
portend for future patterns of social mobility and social -
stratification at both natiomal ard subnational levels, and among
various population subgroups (for example, age; gender, nativity, and
racial groups). Although several writers speculated about the general
significance of the structural trapsformation of employment for
society as a whole; and the labor force in particular, much of this
discussion was cast in speculative and retrospective terms (Bell,

1973; Browning and Singelmann, 1975, ch. IX; Fuchs, 1968). With a few
recent exceptions (Tienda and Ortiz, 1985; Nilsen, 1978 and 1984);
aggregate studies of the process of occupational change have failed to
dddress empirically the equity implicatioms of these master social

trends, particularly as they relate to economic well-being.

Although relatively neglected by past research, the concern with

socioeconomic inequities across labor markets is very important. for

comparisons between metro and nommetro workers because differing pay
scales and opportunity structures historically have rendered monetary

and prestige advantages to the former: .Unfortunately, there have been

relatively few comparisons of the changing production §tructures in
metro and nonmetro areas, and even fewer have examined directly the

social and economic implications of these trends for various
population subgroups. 4/ With the exception_of recent work by Nilsen

(1978 and 1984), there are no studies that document empirically

whether the industrial restructuring processes have unfolded uniformly
in metro and nommetro areas, and along what demographic dimensions

social and economic equity was enhanced.

Accordingly, my first objective is to outline and _compare the major
dimensions of industrial and occupational restructuring in metro and
nommetro areas during the past two decades; Through this comparison I
seek to identify differences that maintain or exacerbate residential

and gender inequities over time: To accomplish this; and my second

objective of exploring the equity implications of thé industrial

restructuring process, I organized the rest of the paper into four
parts,

The first section provides a broad theoretical and historical

discussion of the significance of industrial restructuring processes
for equity issues both between metro and nonmetro areas and between

men and women. Although some of the issues considered have been
raised before in connection with total U.S. employment trends =
(Browning and Singelmann, -1978; Singelmann and Tienda; 1985), their

implications for metro_and_ nopmetro_areas were not exami ned

systematically. This is unfortunate because the decline of
agricultural employment has been a singularly important force in the
growth and diversification of the service economy, yet the

consequences of a shrinking farm sector for industrial and
occupational diversification obviously were not uniform in metro and
normetro areas. That is; from the perspective of the territorial.
division of labor; metro and nommetro labor markets have engaged in an

unequal exchange of resources and labor over time, with the net flows
4/ For an exception to and overview of these issues in the
literature on human ecology; see Frisbie and Poston, 1978,
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usually favoring urban and metro §ectors over rural and normetro
sectors. 5/

The second section, which begins the empirical analysis, documents the

process of infustrial and occupational transormation 1 metropolitan
and nonmetropolitan areas between 1960 and 1980, outlining differences
over time and between men and women. The first part of this

correlates of employment in metro and nommetro areas. Subsequently, I
decompose the process of occupational change into three inter-decade

presentation involves a descriptive overview of changes in selected

components: (1) an industry shift; (2) an occupation composition

shift; and (3) a joint industry by occupation shift. 1In keeping with

sociological interest on the occupational structure, 6/ my primary

concetn is to determine how the rise and decline of industries,
coupied with their changing internal division of labor; resulted in

net occupational upgrading or degradation over time. 7/

The third section explores the equity implications of industrial
restructuring change based on education and earnirngs differentials _.
between empioyed men and women who reside in metro and nommetro labor

markets. This section also includes a more_indepth_examination of the
agricultural industry, which is singularly important for understanding
the operation of rural labor markets. . Results show persisting

earnings inequities between men and women, despite the convergence of

their human capital credentials and the increased representation of
women within the industry.

The fourth section elaborates the equity iwplications of the empirical
sections through a methodological exercise that proposes a strategy to
link structural change to earnings differentiation by gender and
residence category. Although analogous to supply and demand analvsis

conducted by economists, the proposed method is technically quite
different:. The proposed multi-level approach (see Tienda and Ortiz,

1985) promises to illustrate how the mechanisms of structural

transformation result in different opportunities and rewards for

various labor segments within and between metro and noumetro markets.
Pursuit and extension of this line of inquiry asks: has the R
prevalence of high-status jobs in nonmetro areas increased, and if so,

has this resulted in greater or lescer equity between men and women
working in metro as compared to nonmetrc areas?

5/ This point_is documented extemsively by the vast litératire on
internal migration which shows that riral to urban (or nomnetro to
metro) migrants are selective on several productivity-related
characteristics, including age and education. . . ]

- 6/ This concern differs somewhat from that of economists, who i
largely emphasize industrial over occupational changes. There are, of
course, exceptions, and labor economists seem to be paying greater

attention to occupations as dimensions of labor market structure in
recent years. . B : - o S
-7/ 1 also examine the extent bf,intréihdustty,6éé§ﬁétionai

differentiation as a way of gauging territorial inequities in economic
development between metro and nonmetro areas, following the work of
Browning and Gibbs (1971),



;Pﬁ?@?,9°"°1“d1"g sect1on, we d1scuss problems of our proposed
strategy, such as that posed by noncomparable data categories over
time, and suggest a research agenda to undertake the empirical

analysis proposed in the fourth section.

Equ1ty71mpl1cat1ons of Occupat1onal Change,

Theoretical Considerations

Soc1olog1sts concerned with the study of soc1a1 mob1l1ty and

strat1f1cat1on have commented extensively on the significance of
9ccupatlonalfchange for socioeconomic d1fferent1at1on (Hauser and
Featherman, 1977; Featherman and Hauser, 1978). Yet; with

surprisingly few exceptions; researchers_interested. in occupat1ona1

roles have not examined directly the._ consequences of changing

industrial structures for socioeconomic differentiation among various

soc1a1 and demographlc groups (for except1ons See Featherman and

varylng Sklll ievels and thereby e1d in. pred1ct1ng labor d1sp1acement

among specific industries as changing production technologies render

previously existing skills obsolete.

In a succession of articiégi,Browniné;,éinéélmann;,and their _
associates (Browning and Singelmann,; 1975 and 1978;. Singelmann and

Browning, 1980 Singelmann_ and_Tienda, .1985) documented. in broad

descriptive terhs the 1mp11cat1ons of changes in the structure of

product1on for the 1ndustr1a1 ard ocCupational compoS1t1on of
employment over the past 50 years. They showed that gradual increasés
in service employment accompanied the relative decline of agricultural
employment and that the service sector itself became more _
differentiated over time., These two master trends, declining

agricultural employment and expanding service employment, generally

are_associated with _the process of economic development, althouglh

careful croes-watiomal study has revealed that the pattern of change

In the 1ndustry structure can vary . cons1derab1y across time and place

S1nge1mann and Browning's (1980) analyses of the process of
occupational change between 1960 and 1970 indicated that the pace of

industrial transformation from a goods to a service economy was

slowing, and they speculated that it was nearing its completion. This
decrease in the pace of the 1ndustr1al transformat1on partly resultéd

and mining), which had largely propelled the structural transfornatlon

of employment_during the fifties and sixties, By 1970, employment in

the agricultural industry had fallen to a very low level (roughly 4
percent of total employment). Thus Browning and Singelmann (1978)
speculated that further decl1nes, if they were forthcoming at all,

would be qu1te modest. Hence, they ‘argued that further reductlons

Because 1ndustr1al sh1fts were largely reSponsible for occupat1onal )
upgrading through 1970, (as high growth industries employed relatively
larger shares of profess;onal _semiprofessional; and managerial
workers compared to declining industries), Singelmann and Browning
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(1980) feared that the slowdown in the process of industrial change

might also dampen the process of occupational upgrading. Hence; the.
prime_social and economic sig- ificance of industrial restructuring For
the socioeconomic well-being ~ the work force is that stagnation in
the expansion and diversification of the service economy could ,
decelerate the overall pace of occupational change and stop the growth

of high-status occupations in particular.

However; a_more recent analysis by Singelmann and Tienda (1985), which
extended from 1970 to 1980 the early work of Browning_ and Singelmann

(1975; Singelmann and Browning, 1980); showed that this was not 7
necessarily the case. Although their analyses confirmed a decrease in
the amount of occupational change resulting from the industrial

transformation of employment during the seventies as compared with the
sixties, they also showed that the rate of occupational change was not
as_slow as earlier expected. This resulted because the occupationat
recomposition of industries reflecting changes in the technical .

division of labor within industries intensified during the latter
seventies.

The net effect of intraindustry. occupational recomposition was to
increase the demand for more highly skilled labor through further.
occupational upgrading. Specifically, Singelmann and Tienda (1985)
showed that the highest status occupations (professional, technical,
and managerial workers) contimied to expand during the seventies,
although at a slower rate than observed in prior years: What is
noteworthy about the mechanisms transforming the employment stricture
over time is that industrial and occupational shifts did not always
increase the rate of growth of high-status occupations. Prior to
1970; the changing occupational mix within industtries in some
instances had been detrimental to the process of occupational

upgrading in that the changing intraindustry division of labor offset
the relative increase of high-status occupations generated by the
industrial transformation of employment;

While quite informative about the dymamics of occupational change, the
existing work, which considers. national employment changes among ..

industries and occupations, not only ignores how these changes were

linked to economic differentiation among_workers but_also conceals

important intranational variation in_employment opportunities.
Certainly the pattern and rate of decliine in agricultural employment
was not uniform across States and between metro and nommetro labor
msrketss  Also, and as the recent examples of deindustrialization
starkly demonstrate, employment shifts in manmufacturing industrias

have also varied over time and space.

To the extent that variation in the pace and patterns of industrial

restructuring between metro and nommetro labor markets resulted in
uneven growth of high-status and well-paying jobs, it could maintain
and possibly even exacerbate the persisting socioeconomic inequities

between metro and nonmettro wotrkers. This is an_empirical question
that we addressfbyfanalyzing,différénéég;gggﬁééﬁ;mggro and nommetro
areas-in the relative importance of industrial shifts and

intraindustry occupational recomposition in producing upgrading. That
the expansion of services was not restricted to metropolitan labor
markets provides fertile material for scrutinizing whether and how the
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process of occupat1onal change has var1ed ationg Sibnat® i1 areas
specializing in different commodities and services.

The basic justification for comparing industrial restructuring between

metro and nommetro labor markets reflects. my conviction that

intertemporal . changes in technology, population d1str1but1on and the

penetration of manufacturing enterpr1ses in sparsely settled areas

will cont1nue altering nommetro production and employment Si:ructures.
for some t1me after the nat1ona1 trends appear to stab1llze.,8/ Given

nat1ona1 landscape over the past two decades; a comparlson of

employment _changes between_metro_and nommetro labor markets not only

will indicate whether the same mechanisms have operated and whether

the. pace of cﬁange has been unzform over t1me, but it will also help

in zdentifylng how the structure of demand for labor of varying skill

levels has evolved. As such, this approach toward labor market

differentiation will elucidate the equity implications of the

industrial restructuring processes in metro and nonmetro areas.

77:4e4}n4Metro
and Nommetro Areas, 1960-80

To introduce the discussion oé labor 'marke't inequities; table I

1970 for the labor force accord1ng to metro and nometro res1dence. 9/

87 Our emp1r1cal analyses are based on a metro/nonmetro des1gnat10n

not for statistical. convenience, but because the criterion ef
"functional 1ntegrat1on of economic activities™ used to define
metropolitan areas also has served as-the primary basis for .

operationally defiuizg urban and rural labor markets: Unfortunatety,

the criterion of functional integration does not allow for. an easy

differentiation of _ nonmetro labor markets. Rather; the category,

"State nommetro area” has been treated as an und1fferent1ated economic

area. by many researchers 1nterested in portraying variation across

labor. markets. Since my analyses focus only on metro—nommetro

comparisons, th:- latter concern is less serious than if the unit of
analysis were the labor market. However imperfect_is the Standard .

Mettopolitan Statistical Area as an operational definition of an urban

labor-market; the operational definition of rural labor markets is
even less well developed: . .

9/ The empirical amalyses. for the tabulat1ons in this and the

following section are from the Pub11c Use M1cro—data Samples of the

1960, 1970 and 1980 Censuses. The main strengths of these data are
rhelrrnationalrrepresentag;veness and general suitability for . _
time-tiénd comparisons. Three noteworthy exceptions that affect the
tabulations presented; particularly the 1970-80 changes; are the

liberalization of the definition of metro areas in 1980; the extens1ve

changes in the_ occupational classification scheme in 1980; and the

substantial amount of missing data (owing to suppression) for

residence in 1970. We suspect (and our preliminary analyses confirm)

that cases with suppressed residence information were _
disproportionately from nommettro areas. An additional. problem

concerns the difficulties of adequately measuring the hired farm work

force, particularly those whose involvement is restricted to seasonal
...(Contitued on next page.)
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Table 1—Selected sodal Inhmtcrs of t:he UsS. labor force by metro/mrmetro residerce and gerder, 1960-80 1/

i 190 1970 1980

7:753!31:!:81'15!’.1(5 Unit : Metro Nommetro _: Metro - -Nomietko : Metro Normetro
Mer: R : :
Labor force participation : P o B o o
rate, ages 16+ : Percet : 80.6 75.1 78.3 72.9 764 71.3
Mean education, ages 25+  : Years :  10.7 9.7 11.6 10.8 12.9 11:9
Percert of employed who i i - - :
worked fuli~time year-rwrd' Percert :  68.6 63.6 67.8 68.7 68.4 67.5
AMI &rmrgS: g oo : oI oLl oLl oI - -
A1l workers : Dollars : 5,398 4,159 8747  6,8% 16,748 13,865
Full-time year round : Dollars : 6,186 4,985 10,041 7,898 19,746 16,222
Wamen: : :
Labor force participation : - : B - o _
rate, ages 16+ : Percet :  37.7 31.6 42.8 38 5135 45,1
Mean edication, ages 25+  : Years :  10.8 10.4 11.6 11.2 12.6 12.1
Percert of emloyed who  : i o - - ,
worked full-time year-rourd : Percent : 45 38.4 43 41.8 47.2 43.3
Arhhl mr&é i ST - o ool I [ .z ool
Al1 workers : Dollars : 2,678 2,087 45211 3,402 /8,472 6,846
Full-time year-roumd Dollars : 3,495 2,848 5,476 4,449 11,355 9,290
Femle/male earnirgs ratio:  : o : L - -
All workers : Ratio : 0,49 0.50 0:48 0:49 0-50 0:49
Full-time yea~vourd - : Ratio 56 0.57 0:54 0.56 0.57 0.57

1/ Ircludes only individuals who were in the labor force in the respective years.

Sources., 1966— 1920 arrl 1980 R!B

U:S. Department of Gameme _Bureau of the. Oersus, 'Labor Force Stams—Persors 16 Years arx:l Over by Age, Sex,

Race; and Metropolitarrﬂonnetropoiit:an Residence: 1970 amd 1960," p. 55 in Currert Pepulation Reports, table 13,
series P-23, No. 37; "Soctal ard Economic Characteristics of the Population in Metropolitan and Normetropolitan
Areas: 1970 and 1960 " 1971, o _

- U.S. 'Jepartment of Commerce, Bureau of the Cemus, ‘Ehplqmzm Status by Sex arrl Metropolitan arrl Nometropolitan
Residerce- 1970." pp. 1418 in 1970 cersus of Population, table 112, Vol. 1, Characteristics of the Population,
part 1, United States Sumiary—Section 1, 1973. I —

- UsSe D’epartmext of Comnerce, Bureau-of the Census, Sutmaty of Economic Owaracteristics 1986." pp. 1-11 in

1980 -Cersus of Population, table 73, Vol. 1, Characteristics of the Population, PC80-1-Ci, 1983.
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Gender differentzals are as. noteworthy as those by place of res1dence.

Throughout the per1od labor force part1c1pat1on rates were

dec11ned., However, the partIc1pat1on rate d1fferent1a1 between metro

and nomnmetro areas remained stable at 5 to 6 percentage points for men

and women, respectively. The only minor deviation in these rates was
a decrease in the female metro—nonmetro d1fferent1a1 dur1ng the

On most . employment indictors,; .the social and economic. advantages of

metro workers are evidents Note, for example; that male metro. workers

had completed approximately 1 more year of schooling, on average, and
earned con51stent1y more than their nommetro counterparts, S1m11ar1y,
work1ng women resid1ng in metro areas mainta1ned an educational

advantage over their nomnmetro counterparts; except that the magnitude
of the schooling differential among women was about _half that observed
among men during this period; or roughly half a year (versus 1 year;

on average; for. men): Within areas of res1dence,rhowever, the

educational advantage corresponded to women rather than men. Over )
time, the educational differential between men and women narrowed, and
by -1980 the gender gap in completed schooling among nommetro workers

had decreased by half _a _year. _Apparently the 1970 educational parity

between economically active men and women residing in metro areas was

temporary, as men surpassed the educational achievement of their
female coworkers during the seventies.

In light of the generally small educational differentials between
metro and nomnmetro working men and women, the gender gap in earnings,
particularly among full-time, year—round workers is disturbing..

Throughout the per1od the female-male ea nIngs ratio hovered around
0:50 for all workers, and between 0.54 and 0.57 for those employed
full-time on a year-round basis. The metro-nommetro average annual
earnlngs d1screpanc;es were re1at1ve1yfunchanged over time for both
men and women; -ranging between 79 and 82 percent. For this te occur
during a period of substantial industrial restructuring suggests. .

either that men and women did not. equally participate and benefit from

these processes, and/or that the industrial and occupational placement
mechanisms involve changes in the territorial division of labor, which
essent1a11y ma1nta1n in place the extant inequities. These empirical
questions are explored in the remainder of the paper, and serve as a
basis for formulating a research agenda.

9/ (contlnued) part1C1pat1on dur1ng the peak harvest seasons
(Wh1tener,7198&) Although a reasonable amount of- temporal .
comparability can be _achieved using supplementary information prov1ded
by the Bureau; use of the 1980 _PUMS_increases the risk of confusing
real. changes in the. occupatIODal structure w1th artifactual change due

to the new classification scheme: This point is discussed further in
connectiou with the presentation of . empirical results. Inltially, I
used the metrofandwnonmetro des1gnat1on as chaunged -by the Butreau in
1980; but in the 1980 -analyses reported heie I used constant SMSA
boundaries over the 1970-80 _period as a way of reducing the

distortions resulting from changes in the definitions of SMSA's.
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Industties

Table 2 contazns a wealth of 1nformat1on about the 1ndustr1a1

transformation of the U.S. labor force between 1960 and 1970: The

index of dissimilarity (ID) provides a convenient way to summarize

these results without unnecessarily belaboring detail. This index

reveals that the-industrial structures of metro and nommetro areas
became more- S1m1lar over tIme, but the rate of convergence was very

slow. _In 1960, 18 percent of the labor ferce would have had to change

industries for the metro and nonmetro 1ndustr1a1 structures to be

identical.. By 1980, the ID value had dropped to 14 7, indicating that

rOughly a fifth of the convergence needed. torachieve par1ty in the _

metro/ nonmettro 1ndustry employment structures had occurred. Most of

this convergence transpired during the sixties, when the index of

d1ssim11ar1ty decreased to 14.8; thereafter, the convergence was

trivial, a finding in line with the notion of a slowdown in the.

industrial restructur.ng ptocess during the seventies (Slngelmann and

Tienda, 1985). Owing to the extensive changes in the criteria used to
designate metro areas in 1980 compared with previous years, it is
uncle :ir how much_of the slowdown in the convergence of the

metro/ nonmetro industrial structures rESultS from these def1n1t1ona1

changes: That the transformation of the national industry employment

structure also slowed during the seventies gives credence to our

interpretation that most,; if not all, of the slowdown in

metro-nonmetro indus. ial convergence was reals

Census. data indicate that the 1ndustr1a1 transformat1on from goods— to

service-producing industries slowed sl1ght1y during- the seventies

compared with its overall rate during the sixties; but the pace of

change. differed between metro and nonmetro_areas: _The index of

dissimilarity comparing the 1960 and 1970 distributions was 8.6 for

metro areas compared with 9.3 in nommetro areas. The respective metro

and nommetro ID values of 8.8 and 7. 1 indicate a continuation of

industrial _restructuring in both areas, but. at a slower pace in

nonmetro areas.._.In both decades, employment expanded in social and

producer services, but the major soutrce of employment decline shrfted
from the extractive sector dur1ng the sixties to the mamufacturing

sector dur1ng the seventies. That the decline in manufacturing

empl oyment - began during the sixties in metro areas but not until the

seventies in ngnmetro areas suggests that the industr1a1 restricturing
process in rural areas lags about a decade behind that observed in
urban areas: 10/

of the 1ndustria1 transformation of employment during the seventies.

The most obvious euidence is the slightly increased share of worker

who were engaged in extract1ve industries in both metro and nommetto .
areas. Obviously, this employment sector is part1cu1ar1y sensitive to

107 “This does not necessar11y 1mp1y that the sequence of change

w111 be identical, but there is sufficient s1m11ar1ty in the pattern
of change to substantiate this inference.
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Toble 2—{nkntrial distribution of the U.5. labor Foree by Ret o normet o tesiderce ard Render, 1960-80, 7 -

o : = B0 = 970 - — —————— — 190 —
Sector end industry : Metro : -  Nommetro : - ‘Mro - i — -Normetro . : . Metio : - Normetro
P —— I Men Women Total : Men Women Tatal : Men Women Total : _Men Women Total 1/ Total 2/ : Men Wamen Toeal  : - --Men  Women Tota
F— A N , = - - N = _*&f

Extractive P28 4 22 180 39 i35 26 B 18 17 22 g, 924 36 L2 2.6 1.6 3.0 92
Agriciiomre 222 .6 L7 T7 37 I 20 6 T4 97 10 % 7.9 26 "9 19 0.1 27 7.0
Mg : 6 0,5 2.3 2 16 62 4 20 2 1) 1.5 10 3 J7 35 % 22
Tramaformat ive :85.5 %2 BS W5 AR BS5 4B 2.6 B a5 %71 N2 4.4 B0 181 294 89 200 IS
Corstruction : 8.4 "8 5.8 9.4 6 6.6 83 1.0 55 104 8 68 68 9.0 12 5.6 10.9 I.T 769
Food : 36 224 32 33 23 30 22 13 1.8 26 1.6 2.2 2.1 18 1 1.5 25 L6 2.1
Textile : 17 54 30 34 100 5.5 L2 3NS5 i 35 98 5.8 4.4 2 28 19 22 64 39
Metal - T 67 19 5.1 36 1.0 28 49 12 15 37 15 27 2.6 42 12 29 33 1.0 24
Machi recy 1122 5.6 10.0 67 %7 58 14 51 90 7.8 44 6.5 6.2 10.5 5.0 8.1 70 40 87
Chestcals : 25 12 21 21 8 17 21 L0 L7 20 .8 16 1.4 20 1.0 16 18 -8 14
Miscellaneos menifacturirg: 8.5 . 7.8 10.1 5.5 8.6 94 6.8 8.4 .1 7.6 9.8 9.2 T3 Sa2 6.4 88 5.6 7.5
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changes in the def1n1tion of geograph1c boundaries. ll/ Th1s is

largely an artifact of suppressing the residence information for
nommetro residents, as the share of agricultural workers in nonmetro
areas rises to 7'8 _percent, if thésé missing residence observations

the liberaixzed 1986 metro def1n1tion but owing to the changed

reporting of geography in the A-sample.

With these caveats in mina we proceed to make some cautious
observations about the nature of the industrial restructuring
processes during the past two decades. First note that,. parallellzng

the nationmal trend; transformative employment declined throughout the

period in metro areas, faiizng roughiy 4 percentage p01nts in each

decade. Nommetro areas experienced a different pattern,71nvoIV1ng a
slight increage in manufacturing employment dur1ng the sixties,
probably as & result of community development  initiatives predicated
on rural 1ndustr1alizat1on, followed by a rather sharp drop in
transformative employment during the seventies.. Throughout the

period; the shar. of total employment engaged in manufacturing

industries was higher in. nommetro. as compared with metro areas, but

this differential narrowed over time.

Service industries, particularly the social and producer setvices,
registered the major employment gains as a consequence of decreased
job opportunities in agriculture and mamufacturing industries.
Education and health-related industries recorded particularly high
growth during the past 20 years, but even these industries showed

signs of slowed growth during the seventies as compared with that
witnessed during the preceding decade. Should this stagnation in
health and educat1on 1ndustries cont1nue through the e1ght1es, th1s

Social service industries become more feminized over tzme, and by 1980

women_constituted between 65 and 80 percent of all workers engaged in

medical, hospital, and educational services. 13/ However, the
contraction of these industries also could signal disproportionmately
h1gher unemployment rates for women, unless these declines are -
mitigated by job s,gregat1on so that women's employment in highly

11/ For the 1960-70 compar1sons tabulatlons, we e11m1nated all
cases where metro—nommetro- residence was suppressed. Intertemporal
comparability is not a problem since the supprescsion of_ metro-nonmetro
residence information was similar im 1960. _However; this was not the

case. in 1980: Thus to increase comparability during the latter
period, we recomputed the total nommetro column includ1ng the
suppressed residence cases.

12/ oOur decision to restrict- the metro category in 1980 to the same
set of SMSA's that existed in,1920,par§ly corrects for the liberalized
definition of SMSA status adopted in 1980, However; the changed
grouping of counties between periods limited our ability to make the

residence classifications comparable over time. B
13/ Auxiliary tabulations available from the author.
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feminization of jobs tends to increase earnings disparities between

men and women (Tienda and Ortiz, 1985) the positive earnings effects

(through rising_demand), which has partly offset the negative effects

on wages associated with feminization of 1ndustr1es, may not be

sex-typed jobs is protected. 14/ Also, because higher levels of

forthcoming: Thus, stagnation of employment in these female-dominated

industries could limit possibilities of reducing gender inequities in
the future.

Neither personal nor distributive services changed the1r re1at1ve
levels of employment much during the 1960-80 period, although some

modest changes were discernible. As the domestic service industry
declined, it also became slightly more feminized and more so in
nonﬁetro compared with mietro areas. Eating and drinking ~ . __
establishments were a soutce of employment growth in the personal

services sector. That eating and drinking services continued to

expand throughout the period both in metro amd nommetro areas

prevented employment in personal services from declining over time.

An exam1nat1on of gender d1fferences 1n the allocatlon of labor
illustrates vet another- d1men31on of the -changing employment structure

brought about through the shift from- -goods to service_production.

During the past two decades; gender differences in the. xndustrzal

placement - of workers were consistently greater in nonmetro areas. The

industrial configuration of the male and female labor forces converged

during the sixties, as the index of dissimilarity values comparing

their employment structures dropped from 38.4 to 36.0 in metro areas,

and from 45:8 to 41.4 in nonmetro areas. However; gender inequities
in the industrial striicture of employment increased during the
seventies in nomuetro areas as. tue index value rose to 42.5;, but in

metro areas; the gradual convergence of the male and female industrial

structures proceeded_at. approx1mate1y the same slow pace observed

during the earlier decade:

In nonmetro areas, the divergence in the industrial allocation of

labor by gender during the seventies can be traced to the differential

impact Jf service expansion for men and womens Specifically, the

relat1ve1y large increase of social and producer jobs had riore visible

changes on women than men: Note, for example, that in nonmetto areas,

the share of women engaged in producer services increased by 2.3

percent during the seventies, whereas the. -comparable increase for_ men
was less that 1 percent. Even more striking is the differential rise

in the share of nonmetro men and women holding social service Jobs.
for men, the percentage increase was slightly over 1 percent, while

for women the change was roughly 5:5 percent. Although changes in the

industrial allocation of labor by sex were similar in metro areas, the

differences between men and women were less pronounced These changes

may have contributed to the convergence of men's and women's
unemployment rates documented by Nilsen (1984).

14] _Sigurd Nilsen (1984),7however, showed that the changes in the

industrial mix of the labor force reduced unemployment more so for

women than for men, but he did not focus on social services in any
depth.
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The equity implications of these changes are mixed. On the one hand,

the -growth of jobs where the demand for labor is based partly on __ .

gender makes possible the absorption of greater mumbers of women into

paid employment. On the other hand, gender. spec1f1c1ty in the demand

for labor results in extensive job segregat1on between men and women,

which; _in turn, usually 1ncreases the gender gap in earnlngs (T1enda

and Ortiz, 1985) The net effect of these forces is potentially

ambiguous, but can be deciphered through a multivariate analysis
later.

Occupations

Both _metro_and nonmetro areas. particrpated in the long—term sh1ft from

mamsal to nommanual occupations (Singelmann and Browning, 1980),

aithough not at uniform rates. Nevertheless, the metro and nommetro
octupational structures became more similar over time; with-the index
of dissimilarity dropping from 13.7 in 1960, to between 12.7 and 11.9
1n nommetro areas, depending on how missing cases are allocated. By

1980 metro and nommetro occupational structures differed by
approximately 12 percent:

Census data 1nd1cate not only that the process of occupat1ona1 change
slowed cons1derab1y dur1ng the seventies compared with its pace during
the previous decade, but also that the rate of slowdown differed.

between metro and nommetro areas.._ Duringitheiearliervper1od the

occupational changes proceeded sl1ght1y faster in nommetro areas (1D

values = 5:9 and 6.9 for metro and nommetro areas, respectively).

However;, between 1970 and 1980, not only were there fewer occupational

changes overall but the stagnat1on in-the process: of occupat1ona1 :
change was greater in nommetto areas (ID values = 4.9 for metro areas,

and between 5.3 and 4.6 for nommetro areas; depending on the exclusion
and inclusion of tesidence- suppressed observations in 1970): 1In

part; these growing temporal drvergencxes in the pace of oCCupat1onal

change can be traced to the leveling off of farm-related employment

daring the seventies, a trend that disproport1onate1y affected

nonmetro areas. 15/

throughout the per1od high—status professional semiprofess1onal and

managerial occupations engaged a higher share of all workers in metro

than in nommetro areas. The sixties maintained residentiail
differences,in the prevalence of semiprofessxonal Jobs, whlle -

expanded faster in metro areas. Although managerial 3obs declined
slightly faster in metro than in nommetro areas; because of the more
rapid growth of professional jobs in metto areas, _metro/ nonmetro

differentials in the share of employment comprised by the three

highest status occupations widened during the sixties. Stated

differently, the occupational status. advantage of metro areas

reflected by the share of workers holding professional,

semiprofessional, or managerial positions gradually increased from 3 8

percentage points in 1960 to 4.4 percentage points in 1970, and to 6.9
perCentage points in 1980.

15/ The slight increaSe in the share of farmers in mptro areas is

an artifact of noncomparable metro boundaries over time.
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3—Occupatioml distribution of the U.S. labor force by metro/mometro residence and gerder: 1960-80
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in nomietro than in metro areas throughout the. per;od., However, the

faster dec11ne of serv1ce and laborer occupat1ons in nonmetro areas

the. prevalence of these low—status jobs during the s1xt1es and

seventies.

and since the pace of decline was _ roughly 51m1lar, the metrofnonmetro

employment differential in sales remained unchanged over time:

Employment differentials in clerical, operative, and craft employment

also narrowed during the two-decade period. Since the decline in
operative employment was -steeper in metro than in nommetro areas
during the earlier period, the metro/nonmetro differentials in
operative employment widened during the sixties; and subsequently

narrowed thereafter. Qver_time; the share of clerical employment has

increased in both metro and nommetro areas, while sales, craft, and

operative empiloyment declined.

An alrernat1ve perspective of metro/nonmetro occupat1onal 1nequal1ty

emerges from gender differences in labor allocation patterms: Over

the last two decades, the male and female occupational structures

converged somewhat. . But_owing to the. pers1stence of job segregat1on

between men and women, gender differences in occupational placement

were consxstently large over t1me and within metro/ normetro areas.
Moreover, changes in the extent of convergence of the male and female
occupational structures- depended on place of resxdence, For example,

the index of dissimilarity indicates that in 1960, 41.9 percent of
metro workers and 47 percent_of nommetro_workers would have had to

change . occupat1ons to_achieve gender equa11ty in occupatzonal

placement. 1In 1970, the ID values for metro and nommetro areas had
fallen to 40 6 and 42 9, respectively, indicating a faster pace of
convergence in nommetro areas.

However; this pattern was. reversed in 1980 due to a d1vergence in

nonmetro_areas_ ard gradual convergence in metro areas of the male ard

female occupational structures: By 1980, the index of dissimilarity

values comparing the male and female occupat1onal structures in metro
areas had declined slightly, to 38.8, but had increased slightly to
43 5 1n ‘nommetro areas.; If the metro areas cax be viewed as setting

structure, our.. ﬂomparisons suggest that nonmetro areas are at least

two decades behiud,metro areas in moving toward occupat1onal parity

between men and women, That is, as. of 1980 - nommetro areas exhiblted

metro areas at the start of the period.

To recapitulate, we have @@@iiﬁég,ﬂ%" broad terms, variation in the

course of industrial and occupational change over time and according
to type of area. Our previous d1SCussion of the 1ndustr1a1

in the shift from a goods to a service economy, and both experienced
an increased division of labor within industries. Whereas.

traditionally one type of occupation dominated employment in a g1ven

industry, the continued division of labor has reduced the degree of
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such corcentrations . However, nonmetro areas continue to exhibit lower

levels of occupational differentiation within industries.

Followzng the 1nterpretation of Browning._ and G1bbs (1971) “who claimed

that the extent of intraindustry occupational differentiation is an

expression of ecological disparities in deveiopment’ we. computed for

each_ipdustry an index, OD, to measure d1fferences in the techrical

division of labor. lﬁ/ These re5ults largely support the precmise that

nommetro areas lag slightly to moderatelv behind metro areas in.
economic development. The major sources of these _disparities_are

easily traced to five industries (agriculture, mining, textiles,
mach1nery, and repair services) two of which directly reflect the

areas.,

Over time and as the industrial restructuring processes unfolded; the

technical division of labor within indstries increaseds This is

evident from the rising occupational differentiation (OD) vaiues for

detailed industries: In some 1nstances, this process opetrated to

reduce metro—nommetro differences in intraindustry occupational

specialization as observed in industries such as _construction;
utilities, communication, education; hotel; laundry,; and miscellaneous
personal services. However; in many o-her instances, the.

restructuring processes either increased disparities between metro and

nommetro areas in the extent of occupational specialization or left

existing inequities intact.

As indicators of terr1tor1a1 d1vergenc1es in economic development the

OD values are quite crude. Yet they serve to identify 1ndustrles
where the restructuring processes may produce greater metro/nonmetro -
inequities over time; either. by .diversifying employment and production

structures more in metro than in_noometro areas cv by leaving the
metro]nonmetro inequities in.OD totally unaltered. In either

znstance, it is appropriate to examine in more deta11 the mechanisms
that govern changes in iantraindustry occupational differentiation and
on this basis determine whether existing patterns could be altered

through selective policy interventions.

women d1fferent1y, depending on their place of residence, Suggests one
of many possible links between the social inequities and the

The following section, which integrates the. descriptive results

reported in tables 2 and 3; specifies with greater precision the.

relative importance of industrial transformation and 1ntraindustry

change, and illustrate d1fferential territorial outcomes depend1ng on
gender.

L6/ Computed as 1- [Z X /(Z X) j



The Process of Occupational Change

Given the residential and temporal variation in the pace and nature of

employment transformation during the past two decades, we now attempt

to isolate the relative contributions of industrial_shifts._and

intraindustry occupational recomposition 1n produc1ng changes in the
metro and nommetro . occupationai structure over time, We ise the o
shift-share technique as adapted from Singelmanu and Brownlng (1980)

for this analysis., Th1s,method decomposes period-specific changes in
occupational structiires into the following three components:

-~ an industry shift, which represents the net change in the

occupational structure attributable to the transformation of

the industry structure; o . S
-~ an occupation mix effect which represents the net changé in

techn1ca1 d1v1s1on of labor within 1ndustr1es, o

-~ an interaction effect; which reflects changes in the.

occupat1onal structure arzszng from the Jo1nt influence of

The results of our computation are presented in tables 4 and S o
respectively, for the 1960-70 and the 1970-80 periods. The structural
shifts establish how the growth or decline of specific jobs.contributed

to sociceconomic inequities between metro and nommetro labor markets.

?b?,§9m of industry shifts, changed occupatxonal mIk, and interaction

shifts, which produce the net shift column, indicates the extent to

which a given occupaticnal category grew (or declined) faster than the
total labor force. For example; a positive net absolute shift; as._

occurred in professional and semiprofessional employment during the

sixties (table 4); indicates that_the allocation of metro and nommetro

workers_into _these occupations ontpaced the growth of the metro and

normetro labor . force. Column (2) expresses the net shift as a fraction
of the size of the occupational category at the start of thé period, and
thus is & morefeas11y interpretable statistic for comparing relative
changes over time and across metro and nonmetro markets. 17/

That the zndustrzal restructur1ng processes were not identical in

metro and nonmetro areas is evident both from the differing magnitudes
(and, in the instance of crafts jobs, the direction) of reiative net
shifts for each occupational category and from differences in the
mechanisms producing these changes (that is, industry shifts versus
changed occupational composition). Although the process of.
oscupational change in many ways was similar between metro and

pro.edure do not represent actual persons. Moreover because some net
changes are quite small in magnitude (while others are very large), a
larger relative contribution by either the industry shift or the
occupational mix components would affeci an occupationai category less

than a smaller share of large net shifts.  These scale effects are

reflected in the percentage shift computations (cols: 6, 7 and 8 of
tables 4 and 5). Therefore, to clarify the meaning of these
calculations, we expressed the absolute net shifts relative t, the
size of the occupational category at the beginnlng of the period, and
denoted this (second) column, relative net shifts.

4

49

o



Table 4—Ccnpomrts of charge in the owupatxoral allocation of metro and normetro workers for the total United States:

1960-70
s i “Absalute shifts . Percentage shifts
Area Net : . .Net Irmdustry : Occupation Irtezactnon Industry : Ocaupation : Interaction
and : absolute : relative : shift : mix shift : shift mix - -shift
Ocaupation : shift : shift : effect : éfféét effect effect effect effect
i (D Q) - 3B (5) (6) (€] (8
: thmsards petcert
Metro: - S L oo
P:ofesg;oml : 10,909.0 26.4 12,928.0 521.8 =2,540.8 118.5 4.8 -23.3
Sanifxrofessiomi : 1,904.0 29.1 620.4 1,224:1 59,5 32.6 64.3 3.1
Farmer : -1,110.2  —45.1 -621.0 ~604:4 115:2 55.9 5424 -10.4
Mamager : =2,928.5 -8.7 - 763.2 =3;744.7 _53.0 -26.1 127:9 -1.8
Clerical : 9,309.2 14.1 3,408.8 5,301.8 5%8.6 36.6 51.0 6.4
Sales : -1,393:8 -4.7 1,12029 -2,556.1 36.3 -80.8 183.4 -2.6
Craft - : =5;932.8 -10.9 =3,742:4 ~2;244;6 54:2 63.1 37.8 -9
Nperative -11,809.1 ~17.0 -105,1,89-,2 -1,312.0 -307.9 86.3 11:1 2.6
Service worker : 3,635.8 8.5 -1,971.6 4,043.7 1,563.7 ~54,2 111.2 43.0
i abover : -1,582.8 -9.6 ~1,696.9 ~165.7 279.8 107.2 10.5 -17.7
Fam laborer -1,000.7  =40.4 -625:3 ~463.9 88.4 62.5 464 -8.8
Total : 0 0 .1 -1 N NA NA
Nounetro: R SR o - .
Professionsl 2,41.3 17.6 4, 205 7 =861.8 ~902.5 172.3 -35.3 -37:0
Semiprofessioral : . 964.3 54.5 3117 629.0 23.6 32.3 65.2 2.4
Farmex : =5,654.9  -53.8 -5 153.9 -900.4 399.3 91.1 15.9 ~7.0
Mamager : —504.8 =4.0 - 675.0 -1,286.5 106.7 -133.7 254.8 =21:1
Clerical : 4,281.0 25.4 15803.6 2;384.7 92.8 42.1 55.7 2:2
Sales : -872.9 -8.7 465.4 ~1,285.2 ~53.1 -53.3 147.2 6.1
Craft : 1,468.2 6.9 788.1 729.7 ~49.6 53,7 49,7 =3.4
Operative : . =56.8 =2 749.3 -117.4 -88;7  -1,319:3 1,263.0 56.2
Service worker : 1,995.5 19.9 -687.3 2;,050.4 62l.4 -34.4 102.8 31.7
Laborer : -747.1 -8.4 6.9 ~474.3 =279.7 =9 63.5 37.4
Farm labor -3,313:8  -5t,3 ~3,164:6 -268.2 118.9 95.5 8.1 -3.6
Total : 0 -1 0 .1 NA NA NA
NA = Not applicable.
Saurce: 1960; 1970, ard 1980 PIMS files.
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Table S—Caiporeits of change in the occupatioral allocation of metro amd nommetro workers for the total Umited States,
1970-80

. . I i - Absolute shifts _ Percertage shifts :
Area ¢ - Net - : Net : Imdiustry : Ocaupation : Intetaction : Imdustry : Occupation : Irferaction

ard : absolute : retative : shift wix :  shift :  ghift : mx :  shift
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nonmetro areas and_ generaliy m1rrored changes observed at the national

level (Singelmann and Browning, 1980; Singelmann and Tienda, 1985),

several noteworthy differences over time and place deserve comment.

These differences are highlighted for broad occupational groupings.

ApperLWhite—Collar Jobs. nuring the sigtiéé, both metro and nonmetro

areas experienced an increase in_ professxonai and semiprofessional

employment; but the growth_of professions was relatively faster in

metro areas. SemIprofessional jobs expanded more rapidly in nonmetro

areas between 1960 and 1970. Professional employment growth slowed .

considerably during the seventies, but much more so in nommetro areas,
where it virtually stagnated. This stagnation resulted. 1arge1y from
the strong intraindustry occupational reorganization away from
profess: 5nal jobs and the cond:tionai influence of 1ndustr1a1 shifts
and changing_occupational mixes. of industries. In both areas;- the

transformation of the employment structure toward industries that

employ professionals was the dominant mechanism accounting for the

growth of this occupation during the sixties. _ However, in nonmetro
areas, the expansion of professional employment would have been even

faster had the intraindustry occupational recomposition and the

interaction effects of industry shift and changing occupational mix

not offset the effects of the industrial restructuring process,

Thé interdecade changes in sémiproféssionai employment also workazd

against nommetro areas in-that, contrary to the_ pattern of the

sixties, metro areas profited more than nonmetro areas from the growth

of these jobs. Whereas the mechanisms producing vigorous growth of

semiprofessional employment during the sixties were virtually

identical in metro and normetro areas, during the latter period

Intraindustry occupational restructuring toward semiprofessional jobs

was more vigorous. The slowed growth of semiprofessional employment

in nonmetro areas: during the seventies compared with the sixties

largely resulted from the fact that industrial. shifts, which were less
extensive during the latter period, were the basic source of
semiprofessional growth.

§oth7metro and nonmetro areas registered slight decreases in
managerial employment between 1960 and. 1970, and the underlying

sources of change were relatively similar.”,The 4-percent relative

decline in nommetro managerial employment would have been much

stronger had the industrial . restrncturing processes not shifted toward

industries that._ empioy Iarge shares of managers. This served to

offset the changes in the technical d1vision of labor within

industries against managerial employment in both metro and nomnmetro

areas,

During the most recent period however, we observed what appears to be

an-explosive growth of manageriai Jobs, partiCularly in metro areas.

A large share of the growth in managerial employment during the

seventies derives from the changes in the occupational classification
in 1980 le That this changed classification affected metro and

18/ The 1980 occupational scheme used. by the Bureau of the Census
reclassified several . occupationgias7nanager1a1 activities that

belonged to_other occupational categories in 1970. This
reclassification also affected professional occupations.
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nonmetro areas in roughly equal ways is_ suggested by the 51m11ar

relative components of occupational change (cols. 6, 7, and 8 in table

5)s. However, the faster relative net growth of managerial employment

in metro compared with nommetro areas (42 percent versus 18 percent)
is not an artifact of definitional changes. Like the interdecade.
shifts observed in professional and semiprofessional employment, the

net change in the prevalence of managerial jobs favored metro areas,

thus creating greater occupational inequalities over time between
areas.

Lower White-Collar Jobs. Throughout the two-decade period, clerical
jobs expanded while sales jobs declined. The expansion of clerical
jobs was much faster during the sixties, particularly in nommetro _

areas (see col. 2 in table 4). Although the mechanisms producing the

growth_of clerical employment in metro and nomnmetro.areas were rOughly

similar over time (compare cols. 6, 7, and 8 in tables 4 and 5 for

clerical occupations) during the seventies c1er1cal occupations

expanded only modestly--8.5 and 6.7 petcent in metro and nommetro
areas, respectively.

Sales occupations dec11ned faster during the seventzes in metro areas

but slower in nommetro areas.._The mechanisms._ responsible for

shrinking sales occupations were similar between metro and nonmetro

areas_in each period, but the conditional effect of industry declines

coupled with occupational recomposition largely explain the change in
employment away from sales jobs during the most recent period.

Blue-Collar Jobs. The decline of craft _and. operatzve occupatIons

during the past two decades was_ exceeded only by that of farmers and

farm laborers: However, between 1960 and 1970, the craft occupations

expandedibywz percent in nonmetro areas, while metro areas registered
an_ll-percent decrease. Both economic restructur1ng away from-
industries that employ crafts workers and internal reorganization_of _

industries away from these jobs explain the 20-year_decrease of craft

occupations in metro areas and the 1970-80 drop _in craft. employment in

nonmetro_areas. The 7-percent_increase in craft jobs during the

sixties resulted from the growth of manufacturing industries that

relied on these occupations and from the reorganization of firms
toward 1ncreased utilization of craft jobs. This outcome can be
linked mostly to the rural industrialization initiatives which were
popular strategies for economic development during the sixties.

Different_ transformation mechanisms were responsible for the decline

in operative and laborer occupations during the sixties and to a

lesser extent, during the seventies. In metro ateas, the re1at1ve

decrease in the number of operative and labor positions resulted both

thesefjobs in the past as,well as an 1ntraindustry,regrganigat}on
away from opérétiVE -and laborer occupations._  In both_periods, the

operative and labor occupations., However, the decline 1n laborer

employment would_ have. been more dramatic if the reorganization of

f;rgs toward a greater reliance on unskilled workers had not offset

part of the decline stemming from industrial shifts away from firms
that require laborers.
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The decline of operatxve and iaborer Jobs in normetro areas dur1ng the

sixties was less intense than observed in metro areas because of the

growth of manufacturing industries. (Note the positive industry
shifts in nommetro areas for these occupations in table 4.)
Employmernt opportunities resulting from this form of industrial

restructuring offset the movement away from operative and laborer jobs

within industries.__As_the possibilities to pursue rural

industrialization dwindled, this development strategy ceased to

maintain nommetro operative employment. Thus, operative employment
contracted during the seventies, due to strong and reinforecing

industry and occupation mix effects. However, the net decline was
less than the metro decline. Industrial shifts rather than

occupational recomposition was the dominant force producing this
result,

Bespite the decline of industries that utilize large sbares of laborer
jobs, these jobs registered a s11ght increase in nommetro areas dur1ng
the seventies, rever51ng the trend of the previous decade; due to an

for concern because it signals the poss1b111ty of occupational

degradation and. deskilling of nonmetro job tasks, ard, like the uneven

growth of high-status jobs in metro and nonmetro areas, has direct
1mplications for the earnings d1spar1ty between metro and nommetro
workers.

In contrast to. laborer and _ operative jobs, service occupations
expanded continuously between 1960 and 1980, although at a faster pace

during the first decade: The mechanisms producing th1s 1ncrease were
qu1te s1m11ar between areas for both decades _yet service jobs

change.; During the s1xt1es, the net growth of. employment in service

occupations resulted almost_exclusively from changes in the technical

division of labor within industries toward a greater reliance on these

Jobs. ~In cofitrast, during the seventies, it was largely the
industrial transformation toward services that explained the modest
positive growth of service occupations,

Pred1ctably, farmer . and farm laborer occupations declined rapidly
during the sixties. ow1ng to the substitution of machines for workers

and _to the reorganization of the industry required by highly

concentrated and large-scale operations. That the rate of decline of
farmer and farm laborer occupations slowed dur1ng the - seventies is

areas. ,This is probably an artifact of the noncomparable residence

categories over time; but there is no way to estimate the relative

importance. of  these declines with much precision., These changes may

also result from reformation of residence categories for permanent and
temporary farmworkers between 1970 and 1980 as well as the
noncomparability of farmworker employment information based on census
data (see Whitener; 1984).

On balance, our. resuits show net occupational upgrading over t1me in
that the top three occupations (profess1onal - semiprofessional, and
managerial jobs) continued to expand faster than-the total labor force
during the past two decades. Moreover;, low-skill blue-collar _jobs
comprised a smaller share of total employment over time:. That the
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process of occupational change did not unfold uniformly in metro and

nonmetro areas is interesting in_its own right but more so becaise o

its direct implications for the extent and nature of Socioeconomic
inequality between metro and nonmetto areas. Specifically, the faster
growth of the upper white-collar jobs and faster decline of
blue-collar jobs in metro than in nonmetro areas affects the aggregate
earnings gaps among workers over time. We illustrate this in the
following section.
Equity Implications of Industtial Restructuring,
A Preliminary Overview

My interest in the transformation of the economy from goods to service
production derives from the potential this holds for reducing earnings

inequities between metro and nonmetro areas and among various groups

of workers. With respect_to the former, the preliminaty empitical
evidence shows signs of hope in that the occupational sttructures of
metro and nonmetro areas have becofie mote similatr over time, despite
differences in the prevalence of selected occupational categories (for
example, farming versus professional services) and in the mechanisms
producing these changes, With respect to gender inequities stemfiing
from industrial restructuring; the evidence is mixed. On the one
hand, some have claimed (see Norwood, 1980) that the expansion of
services during the past. couple of decades has greatly facilitated the
entry of women into the labor. force and may have contributed to = . _
narrowed unemployment levels between the sexes (Nilsen, 1984). On the
other hand, and despite-the substantial increases in women's labor

market activity since 1950; there has been reilatively little change in

the female-male earnings ratio:

In principle; the shift from goods production to services could help

close the earnings differentials between metro_and ponmetro workers,
as well as between men and women. This would follow from continued
occupational -upgrading and converging employment structures.
However, if the decline of farm industries in rural and nonmetro areas
resulted in a disproportionate expansion of middle-level professional,
semiprofessional, and managerial positions, while the highest ranking

jobs within these professions became more concentrated in metro and

urban areas, then it is conceivable that the industrial restructuring
processes-will not reduce the territorial bases of income
differentiation.

Likewise, if the industrial transformation of employment toward

services resulted in the growth of low-wage service jobs that are .
disproportionately held by women and other disadvantaged groups (for
example, the elderly, minorities, immigrants), then it is conceivable
that little or no change in earnings gaps will proceed from industrial
restructuring, regardless of its scope. That the gender gap in :
earnings narrowed very slightly since 1960, despite women's increased
representation in high-status occupations, lends suppotrt to this _
interpretation of persisting labor market inequities between men and
women. -Similarly, preliminary descriptive results show. that the

industrial restructuring processes narrowed only slightly earnings .
differences between metro and nommetro workers. between 1960 and 1980.
However, the average earnings differentials between metro and nonmetro
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areas were notably lower than those between men and womeén throughoit
the period (table 6).

terms the gender and res1dence 1nequ1tzes in educatzon and earnings

among broad occupational groups. for the period under consideration. 19/
Although the metro/nonmetro d1fferences in the gender composition of
employment were small; roughly 1.5 to _2- percent between 1960 and f980
there were much greater differences within occupation groups._
One_striking difference is_the_higher level of feminization of .

professional _occupations _in nommetro than in metro areas, & pattern

that persisted throughout the. period. Whether this. 1nd1cates that
nonmetro women workers. are better off than the;r metro counterparts is
less clear-because the1r,occupat1ona1 status- advantage is- not _-
reflected in their average earnings. More than likely, this reflects
the differing industry structure in which nonmetro professionals work,

as well as systematically lower wages paid to nommetro workers (see

N11sen, 1978, for some discussion of this poInt)

schooling closed over time: In.nommetro. areas, the 0. 8—year female

educational advantage observed in 1960 closed to 0.3-year by 1980.

Sex differences in schooling were much narrower in metro areas,
roughly 0.2 of a year, but the slight female advantage in 1960 had
becotie a s11ght male advantage in 1980. Res1dence compatrisons withinf
sex reveal that the metro/nommetro differences have remained unchanged
throughout the past two decades despite the massive demographic
changes that altered the rural and urban population distributions:

Metro working women . compieted .on _average, . ‘almost half a year more of

graded schooling than the1r nonmetro counterparts, while the

Gender and res1dence differences in completed school1ng translated
into more substantial earnings differences. For example; the average

educational attaimment of. professional. women was roughly similar in

both metro and nonmetro areas, yet throughout the period, profess10na1
women in nonmetro areas earmned consistently less than their similarly

employed metro counterparts. This earnings. dispar1ty between metro
and nommetro ptrofessional women petrsisted throughout the period, while
professional employment became more feminized.

Increased representatIon of women in_ profess1onai jobs did. not alter

much the average female/male earnings ratio during the period: In_ .

fact, the earnings inequities between professionally employed men and
gomen actually increased over time in both metro and nonmetro areas.,
Whereas professionally employed women tresiding in nomnmettro areas
earned 56 percent of what professional men earned; by 1980 the

i9/ Aithough we focus on. gender d1fferences in socxoeconom1c

achievements, similar comparisons could be extended to other labor
segments such as age groups and racial and ethnic groups. As such,
our discussion of inequality through gender comparisons should be
considered as illustrative.
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earnings of professional women had deteriorated to 48 percent of what
professional men received. In metro areas, a simiiar pattern .
obtained, with-the female/male earnings ratio falling from 52 to 49
percent; much less than in- nonmetro areas. On- balance, thess data
emphasize the need to examine the dimensions of socioeconomic
inequality within metro and nbnﬁetro labor markets. TheSe data

agr1cu1tura1,1ndustry prov1des,an excellentfopportun_ty torexamine in
greater depth the intraindustry socioeconomic inequities between men
and _women: ._This_discussion illustrates the structural complexities

that produce aggregate socioeconomic inequities, such as those shown

in table 6, and emphasizes the need for studies which relate _ _

strictural change to individual socioeconomic rewards. 20/ Given the
h1stor1ca11y important rerle of 1mm1grant labor in U.S. agrzculture Ir
beiieve that comparisons between native and foreign-born workers would

prove similarly instructive.

Table 7 shOWS that, .as the agrxcuiturai 1ndustry contracted, it ééééﬁé

more specialized and occupationally differentiated. Betveen 1960 and

1980, when total agricultural employment declined from 7 to under 4
percent the share of the industry compr1sed of fatmers- dec11ned from
57 to 43 percent. At the same time; fatrm laborer jobs fell slightly,

from 33_to 31 _percent: _Also_the size of the professional,
semiprofessional, and @Aﬁagéggai work _force within the agricultural

industry almost quadrupled, rising from 1.8 to 6.8 percent:

Concurrently, -most- occupations w1th1n the agricultural 1ndustry became
more feminized. Whereas women const;tutedefpercentfofiall farmers in
1970, their presence in this occupation-had doubled by 1980. The-
percentage of farm laborers (a relatively low-skill occupation) who
are female a1§6 rose_from 15 to 23 percent between 1970 and 1980.

Overall, women's share of employment in the agricultural 1ndustry
increased from 22 percent in 1970 to 28 percent in 1980. . This
proportion-+as lower than the 34 percent female in the total work
force in 1980 (Tienda and Ortiz, 1985).

Not only are men and women differeptially allocated among occupations

within the agricultural industry, but_an inspection of their_

educational attajimments. shows considerable diversity by occupat1on
with women exhibiting higher schooling levels than men in the lower
prestige occupations of farmer, laborer, and farm laborer. Note, for
éiaﬁﬁle; _that_ Goﬁén 5. avetagé éarningé were conéiéténtly below those

was quite smail, such as clerical and manageriai jobs, .and_where_women

had the average schooling advantage, such as. semiprofessional jobss
The data do not reveal the sources of these inequities, but
*ntraindustry occupational segregation probably plays a- large part in
ieproducing gender inequities within agriculture as well as other
industries: _This_ is_an_issue worthy of further investigation since

the ’ecline of traditionally male-dominated farm jobs provides an

20 This- section draws from a comment 1 prepared in resPonbe to

Huffizan's (1985) paper, "On Human Capital for Agriculture.”




Table 7—5elected characteristics of the agriculture imdustry by occupation, 1960-80
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opportunity to degender occupaticnal roles within. the industry. Along
these lines; we should challenge ourselves to inquire about the kinds

or_policy interventicns that might help prevent the sex—typing of new

occupationai rcles: It is unclear whether. comparable worth pollcy

initiatives will equalize pay differences between men and women in
occupations that are already sex-typed (Huffman and Orazem, 1984), but
a focused consideration of training requirements gehétagégfny new

technologies might contimue to enhance agricultural productivity while

preventing inefficiencies and inequities in agricultural incomes (see
review in Huffman; 1985).

That differentials in occupational placement and educational
requirements of men and ‘women becane translatEd into earnings

education and what_ kind of education is needed for a more productive

and_efficient agrzcniture, _but_also who benefits from such

investments: However, unless researchers are able to disentangle the

influence of individual and structural factors that constitute
soc1oeconomic inequality, policies- de51gned to reduce inequality will
continue to fall short of closing income gaps_between metro and
nommetro workers and; within areas; among demographic groups.

~o be sure, some_ of the earnIngs advantages of men over womien, and of

metro residents over nommetro residents, can be explained by

differences in education, but a- human capital investment strategy

probably would not go very-far toward rediicing residence and/or gender
differences in earnings. Note that dEbpite the convergence of men's

and women's educational attaimment both in metro and nommetro. areas,

their average earnings disparities have remained virtually unchanged.

Understanding the sources of - these persisting earnings inequities

requires rhat we examine in more depth the structural variation in

earnings and education between men and women and between metro and
nonmettro areas,

MY case is that a clearer. understanding oF sociai eqnity issues in the

sphere of employment requires knowledge abcut how the industrial

restructuring nrocesses atter earnings ard employnent frontiers.

Policies designed to raise incomes of nommetro workers must be

cognizant both of. the. 1ndustrial restructuring of speciflc labor

markets, and of the skill requirements of a more specialized division
of labor at the market; industry,;-and firm level. A discussion of
equity and efficiency issues should be senmsitive to the process of .

occupational restructuring that has_gained momentum and then slowed

over the course of the past two to three decades: If we do not fully
understand the benefits of this process when 0ccnpational upgrading
was_the pervasive feature of this process, then we certainly will not

Be ﬁreﬁared to mitigate any equity—eroding outcomes that may emerge,

The theoretical,imporrance nf,linking shifts in the relative sizn of

jobs to.income.and human capital _differentials among demographic

subgroups_can be interpreted _in the context of changes in supply and

demand for labor.  Labor demand theory predicts a positive influence

on earnings of rapidly growing jdbs, amd a negative effect on €arnings
of declining jobs, but does not explain adequately why. large and
significant earnings differences persist among comparably skilled

60

66



workers who differ in one or more characteristics, such as gender,

nativity, race; or residence. A sharp increase in the supply of
workers willing and able to enter the labor market, as may occur
through increased female labor force participation ard high
unemployment stemming from the shutdown or reorganization of firms,

could exert downward preéssite on wage payments of all workers:

Whether such impacts are uniform between metro and nommetro labor
markets and- among various_demographic groups poses a challenging set

of empirical questions that promise new insights into the determinants

of socioeconomic inequality in the United Stat.s.

That high-skill jobs became more prévalent relative to low skill jobs,

as revealed by the trend in occupational upgrading, suggests that the
industrial restructuring processes may favor the better educated.

Theoretically, the proliferation of a myriad of new jobs as a result

of technological change holds potential to reduce inequities: between

metro and nommetro labor markets and among workers of differing skill
leveis. However, if productivity is evaluated differently among.

comparably skilled workers who differ in residential and demographic
characteristics, or if the investment in human capital by potential
workers in nommetro areas outpaces the process of occupational
upgrading, which generates the demand for more highly skilled workers,
a_disequilibrium in the supply of and demand for workers of varying

skill levels could result. This could lead to inefficiencies through
the underutilization of labor by-skill level, earnings; hours of work,
or all of the above (Sullivan; 1978).

Ih,théwfﬁiib@iééiéééiiéﬁi I elaborate a methodology that shows some
promise for linking changes resulting from the structural

transformation of employment to earnings inequality among various
segments of labor.

Industrial Restructuring and Earnings Ineguality,
Toward a Multi-Level Methodology

That the industrial and occupational structures in metro and nommeiso

areas converged over the past 20 years provides the conditions for
greater earnings equity between the metio and nommetro workforces, but
it does not guarantee this outcome. To recapitulate, despite the
greater earnings parity between metro and nonmetro workers, gender

differences in earnings either were left unaltered or increased since
1960. In nommetro areas the gender gap in earnings worsened slightly,
while that in metro areas remained fairly stable.

Presumably; the pattern of earnings_inequality between metro and

nommetro areas and _between men and women or other demographic groups,
can be partly traced to shifts in the relative prevalence of joos
(demand factors) and to the availability of workers to Fill them
(supply factors): Unfortunately, most studies of earnings attainment.
particularly analyses conducted within the human capital and status
attaioment approaches; emphasize imdividual productivity

characteristics and neglect the influence of job and/or labor market
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characteristics in Structurlng workers' economic rewards. 217/ The
main advantage of such a multilével specification is that it promises
insights into the structural factors that constrain individual _ob

choice and; consequently, earnings: In this instance, structutal

factors refer to the array of job opportunities that are modified

through the industrial transformation of employments

The shift-sh’a'zé anélysis p’resented;in the previogs section outlined in
broad descriptive terms the mechanisms responsible for occupational
change between metro and nommetro areas but did not specifically
indicate the industrial location of_ occupati.mal change. This

exercise, which simply requires a more detailed examination of the

results of the shift-share analysis, can help in identifying the_

dominant 1ndustr1es 1nvolved in the growth and decline ofrsperifxc )

occupations. As such, a more detailed spec1ficat10n of the 1tﬁustr1a1
location of 6ccﬁpational change may serVe a practical function in

notabiy divergent from the nat:onal trend and 1n ant1c1pat1ng économic

stagnation in areas where declining industries predominate.

Further analysis is required to 11nk the process of occupational
change to the extent of earnings 1nequa1it) across labor markets and
among various social groups. One way to relate structural change in

employment opportunities to intergroup earnlngs digpersion involves

associating indexes of net employment changes in_specific_jobs with

their average earnings level at the close of a period under
consideration. The components of change in employment summarized
eleven occupations that can be further decomposed for an array of 335

job _cells (37 industries by 11 occupations) 22/ The industry and

occnpationai mix effects that produced the net t growth or decline of

21/ Tiis statement is an exaggeration to some extent. Many recent
studies have introduced characteristics of labor markets such as
unemployment rates; - racial and ethnic ccmposition of workers, and
average wage rates in individual earnings functions. However; in most
instances, these supraindividual characteristics are treated as _
controls, and not as variables of substantive interest in themselves.
While the. labor market segmentatzon perspectives of _earnings .
deterr _nation have explicitly emphasized the importance of. market
characteristics in structuring economic rewards, these approaches have
not considered how the economic restructuring processes alter imncome
frootiers for individual workers or groups of workers- engaged in the

same or different 39?§:',§é§§i§§,§h§,fi¢5 soéiological tradition of

structural versus circulation mobility in accounting for

intergenerational and intragenerational occupational exchanges

(Featberman and Hauser, 1978), few studies directly have examined the
implications of structural mobility for earnings differemtiation,

22/ Matrices used to compute the shift-share analyses invalvad ﬁOZ
job )b cells:; However, because two occupational categories; farmers and

farm laborers; are found only in the agricultural industry; 72 of the

407 cells were structurally impossible and contained no observations.
The exact number of job cells used to depict industrial shifts and
intraindustry occupational change depends on. the refinement of the

found for highly speciaiized occupations and incustries.
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ma;ur occupational groups can be expressed for metro and normetro
areas as follows:
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These measutes are quite simple computations. The faéaaiééiéﬁféf both

shift measures involves subtraction of an expected cell size, say

, under differing

1jkt ; from the observed ceill size niJktz
assumptions about how labor force growth and structural reallocation
manifested themselves in the employment structiute of metro and
nonmettro areas. -The expected céll size holds the key to interpreting
these-changes. The industrial shift index assumes that the._
intraindustry occupational structure_was invariant over _:ime:_ The
actual industry shift is derived by subtracting the expected count

under. the assumptionioﬁing intraindustry occcpational recomposition.

Likewise, the occupatiommix effect is computed by subtracting from
the most recent dctial cell coints, an expected cell count; AiJkt ;

derived inder the assumption of a constant industry structure over
time.

These two indices of structural change enable us to evaluate Lhe

recomposition on the extent of esarnings inequality between metro and
noomettro labor markets, as well as among varicus-labotr segments within

them. - That is; to examine whether the industrial restructuring . .
afforded workers in metro and nonmetro areas equal opportunities, one

could estimate & function of the form:

Yijktz = dISijk + BOMijk + YZijE + Eij (1)

Lk average carnings of workers engaged in the
) jab—é in market K, at time 2

where Y

net change in the size of job,, due to
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1j due to

intraindustry occupational mix
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Z = vector of controls systematicaly related
to earnings differentiation, including:

- average education
= percent minority
- percent female

By extension, this logic could be extended to a multlleVel model that
uses individuals rather than job cells as units of obeervation, ard
that regresses individual earnings on their productivity -
characteristics. and the structural change lndices corresponding to
their jobs at the end of the period in question. Such a specification
would take the form:

LTS L T (T T (2)

where Y.

{15 = the earnings of the lth individual of sex m, residing in
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the kth labor market area and engaged in job.ij: The vector of .

productivity characteristics in this instance is based on individuals
rather than average characteristics of jobs.

Estimating separate earnings functions for metro and nommetto labor
markets and for men and women in each area, setrves to hold residence
and sex constant and generates purer effects of the two structural
change mechanisms of interest. Since the gross interdecade change in
earnings was positive and the net change_in employment was toward
occupational upgrading; the parameters should be positive for both
metro and nommetro areas: 23/ However, the magnitudes are likely to
vary significantly between metro and nonmetro labor markets; as well
as by sex since our descriptive analysis indicated that the mechanisms
producing occupational change differed between mettro and nommetro
areas and between the sexes. However; the multilevel methodology is
quite. flexible in that it éncourages the examination of interaction

effects among several variablee, including gender, residence, 7id
education.

Evidence of significant —etro/nommetro differences in the irilusuce of
the two components of .. .uctural change on earnings, induct: ‘=1 shifts
and changing occupational composition; could provide an empirical

basis for designing intervention strategies to alter employment

corditions in tural labotr markets. That_is; with information about
which industries dominated the interdecade occupationai upgrading in
metro and nonmetro areas, coupled with evidence that the earnings
rewards associated with industrial restructuring differed across labor

markets; researchers can help identify key sources of income

differentiation between rural and urban areas. Should the empirical
results from estimating equation (1) or (2) show that the relative
impact on earnings of the industrial restructuring processes are
uniform between metro and nonmetro areas; then policy strategies aimed
to reduce residential earnings inequities through industrialization or
“tertiarization” of rural economies will meet with limited su-tess.
Such evidere would suggest that the sources of rural-urban eainings

inequality sre deeply rooted in historical and institutional factors,
as well as market factors, which price comparably skilled labor

differently in metro and nonmetro areas.

Although suggestive as a methodology for relating industrial

restructuring to earnings discrepancies between mettro and nonmetro

areas_and between men and women, the proposed approach also is
appealing because of its flexibility for examining_ intramarket

earnings inequities. As metro and ncivitto industrial and occupation
structures. converge over time, it is f.tting to focus on the :
1ntramarket inequities among various labor groups; such as men and -
women; people of color; the young and the rid; and the skilled and the
unskilled. In short; the possible range of questions to be addressed
within this framework is potentially quite broad, but the decision
about whether to pursue this line of research also hinges on 7
possibilities of resolving data problems and the thornier conceptusi

task of differentiating nommetto labor markets.

- 23/ Our previous exploratory work which regressed earnings on
interdecade measures of industrial restructuring generatad positive
effects,

[
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Conclu51on

In discussing issues of equ1ty in nonmetropolitan labor markets, I

have. emphaszzed the socioeconomic significance of industrial

restructurxng as a. process which extensively modifies the nature. and

organization of work the skill requirements of the workforce,cand the

economic rewards from labor force participation. "That the shift from

goods_ to setrvice production unfolded unevenly in rural and urban areas
is less disturbing than suggestions that the benefits from industrial

restructuring differ not only between metro and nommetro labor markets

but also among various population groups within markets.

Although I have not emp1r1cally demonstrated whether and how the

industrial - restructur1ng processes 1nf1uence earnings differentiatxon

socioeconomic inequaiity., It 1s, bowever, equally. 1mportant to

investigate other less visible aspects of industrial restructuring as

a stratifying process. Differences in the nature and pace of B}
1ndustr1a1 transformation directly affect the. ab111ty of fami11es to

involve piegt ci9§igg§:;7§¥7approach is limited in its ability to.
portray short—-term responses to dramatic changes _in employment. These

intrahousehold adjustments to employment conditions and job

opportiunities may include changes in the spread of work amoug. ! amzly
members; long spells_of unemployment, "and net losses in economic
well-being over the life course. Whether nomnmetru tesidenfs
disproporticnately shoulder these less easily measured cost of

industrial restructuring is_ an empirical question tha®t must also £1nd

its way on research and policy agendas designed to punmote social and

economic equity between metro and nommetro areas.

To close let me suggest a research agenda that will complement and
enhance the fruitfulness of the ideas and methods proposed =atiier.
Topping the list 1s_the challenging task of delineating, in boti

theoretical and operational terms, nommetropolitan_labor markets. 24/

Although there currently exist no official criteria for grouping rural

and nommetropolitan counties into "labor markets,” innovative uses of

existing data containing geographic detail tovides a b351s for
disaggregating highly diverse nommetropolitan areas. These

initiatives will feed into existing research ‘.<ed on comparisons of

metro amd nonmetro areas.: State level differentiation of nonmetro

areas would be a first step. toward this_goal: _Regional _county

groupings depicting thie territorial division of iabor acccrding to

commodity specialization is an alternative to the use of State and
sub—-state political -boundaries for delineating nonmetro labor

markets:_ . The prime._ importance of differentiating nonmetro labor‘

markets is that it acknowledges extensive heterogeneity in production

structures, which is essential to understand unequal labor market
outcomes.

24/ The National Academy of Sciences Panel on Stat1st1cs for Rural

Development suggested a concept analogous to SMSAs.
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Another research prIorIty Involves relat1ng the 1ndustr1al

transformation of employment to various labor market outcomes within

ard between metro and nommetro labor markets. Such endeavors_should
also analyze class of worker as a dimension. oOf. restructuring in

addition to the conventional industry and. occupatzonal concerns,

Class of worker is important because it will permit a better

understanding of changes in unpaid family labor and self—employment

and their role in alteriug the structure of economic rewards in
normetro areas. To wit, the decline of farmer versus farm laborer
jobs have very different consequences on the class structure and,

presumably; on the dispersion of earnings in nonmetro areas:

A third_ fertiie research area Invoives mSthodological innovat1on and
elaboration. I have argued for research relating industrial
restructuring- to socioeconomic 1nequal1ty, but the techniques to
accomplish this are not well developed. The aggregate shift-share
analysis is mainly an accounting exercise. While informative, its

results are more descriptive than explanatory. Linking indices of

industrial shifts_and changed. occupational. mzxesrto earnings

differentiaticn is a step toward expianstlon, but my proposed

methodoiogy does not tell prec;sely which jobs, defined by industr:es
and occupations, produce the observed effects nor does it indicate
whether the same jobs are involved in metro and nonmetro labor
markets. Answers to these questions require several types of studies

to complement the macro and multilevel approaches to industrial
restructuring.

sh1ft-share analys;s, future researchersfshould strive not oniy for a
finer differentiation of nommetro areas but also to_ identify the
industrial location of occupational change. (see,,for example,

Singelmann and Tienda, 1985): By identifying patterns of occupatIOnal
change within broad industry sectors and relating these to other

features of jobs such as nonpecuniary benefits, fitm prof1tability,
and various aspects of working conditions; it may be possible to
determine the structural basis for lower earnings in nonmetro than in.

metro areas and for women than men. _Firm-level studies provide depth

perception into how the division of labor is altered within industries

and _should._ ciarzfy the._ consequences of . changes in the organization of

wcrk for men, women, and other social and demographic groups.

Finally, local or regional studies can further our understanding of
thu process of 1ndustrial restructuring and 1ts d1fferential

analysis intermediate to that afforded_ by firm-level studies and

national studies; which_compare metro_and. nommetro.areas.as._

undifferentzated aggregates.: Let me emphasize that these studies are

needed in addition to, rather than instead of,,research deslgned to
improve our ability to empirically estimate the influence of
industrial restructuring on earnings differentiation.

Additional research is aiso needed to zdentify whxch groups benef1t
most_and which lose most from industrial restructuring. Our
comparisons »f men and women served to illustrate the importance of
demographic variations of -earnings. Egqually important to coneider in
futute research areé the d1fferences,among the young and old versus

prime-aged individuals, of racial and ethnic groups and of foreign
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virsus native-born workers. The importance of this line of research

cannot be overstressed. Descriptive tabulations herein suggest that

gender d1fferences in earnings and occupational. piacement are more

salient than those by place of residence, and it is likely. that

similarly large earnings differentials will be found for other groups.

NeVertheiess, the fact that earnings d1fferentlals betWeen nonmetro

and metro areas pers1st desp1te a- gradual convergence of industrial
structures, poses a challenge to those concerned with multiple.
determinants of earnings inequality._ An impcrtant part_of this

challenge entails specifying i theoretlcel terms why residence should
matter., Research questions abonut who. gains and who. loses from

restructuring should consider residence, but its influence is 1likely
to be secondary to age, gender, and racial dimensions of social

stratification.

Finally, analysts conductlng 1ntertempora1 anaiysis of structural

changes in employment should acknowiedge the problems of 1ntertemporal

noncomparabiiity of 1ndustry and occupat1on categor1es. We should

take as problematzc, not. as given,rthe sens1t1v1ty of Job categories
to capture the nuances of technological change on the nature of work.
While it is convenient to work with existing categories; most_labor

market specialists would agree that the occupational classification
used in 1960 does_ not _adequately represent the 1980 job structure. A

dramatically changed occupational classification scheme, such as that

undertaken for the 1980 census, is only symptomatic of the underlying
problem.

results into solid pollcy recommendat1ons. In this doma1n there is
much yet to do.
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DISCUSSION

James Schaub 1/
We_have heard two papers on efficiency and equity issues for rural labor
markets research. Professor Tweeten's paper emphasized two things: data

needs--particularly relating to ﬁndetem916§@ént,,éhd,tﬁé,ﬁéfféimante of
labor matket interventions. . Professor Tienda's paper focussed on the
industrial and occupatiomal transformation of the United States over the
past three decades and the equity implications for men and women in metro
and nommetro places. -She has suggested a methodology for isolating and
measuring industry and occupation effects and testing their significance.

My discussion of these papers will focus on how an efficient market services

employers and employees, equity performance expected of iabor markets, and
data needs.

Efficiency

Let me begin my discussion of these papers by remarking that I was striick by
the attention that both_authors gave to the topic of underemployment. We
can better understand labor market performance if our assessment criterion
specifies that underemployment be minimized rather than unempl oyment .

However, underemployment is more difficult to measure and analyze.

The importance Professor Tweeten attaches to underemployment is clear. He
opens the second paragraph of his paper with the statement, "Principal
economic problems of rural _areas are poverty and underemployment.” His
discussion of data needs begins with underemployment_and goes on for §ix

pages. And, he tells us "... the time has come for the Agriculture and._ .
Rural Economics Division (ARED) to assume leadership in eéstimating various

measures of underemployment and testing their suitability to meet real

needs; "

Tweeten makes a_valuable statement ébbut,éffiéiéﬁéiﬁﬁﬁéﬁ:he says,

"I rticipants_in labor markets measure efficiency in different ways." 1In
other words, potential workers view an efficiently functioniig market _ .
differently than potential employers do. An important question is: Hov

should the conflicting standards of job seekers and worker seekers be
balanced in research and policy analysis?

ering t is reasonable to ask just what
the labor market is expected to do. _Labor markets should match workers,

When considering labor market efficiency, it is reas

jobs, and employers. How should we measure efficient performance?  There is

éigép:between our theoretical concept of efficiency an: data that measure
efficiency.

Neoclassical econmomic theory sets forth as the first-order conditio. For
efficiency cthe condition that marginal costs of additional search equal
marginal returns.. A more elaborate model. of th: labor market would

introduce risk and uncertainty into the efficiency criterias _The :
mulpidimengibﬁél;Chétéétégigfijobs ard the unknown productivity of workers

suggest that workers and employers.are dealing with expected values of costs
and returns: In assessing the efficiency performance of labor markets, how

17 James Schaub is an economist with the National Economics Division, ERS;

he was formerly with the Agriculture and Rural Economics Divisions:
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mucr inefficiency is actually risk aversion? Efficient labor markets should
do ro.e than provide a job to those wanting to work and more than provide a
worke: to an employer.- There are a116cat1ve eff1c1enc1es. Workers should
be doing the i~ 7ht work and-employers should hire the r1ght workerq. We
ve~renize failuze to accomplish this efficiency when we talk about

snder:zmploymenc or subemployment. _Agricultural economists describe

glic:rative °ff1c1ency when a farmer makes optimal decisions about what to

p-odice in a world of changing technology amd prices. Workers and employers

¢ pursue this eff1c1eney also. We know from agriculture that education.

a~d_extension improve allocative efficiency by making farm operators better
aecisionmakers: Is the public employment service the labor market analogy

fc. :xtension?

Professor "weeten 11sts some attrrbutes of eff1c1ent markets.

1. Efficient markets display freedom from artificial restraints
) such as _race and sex biases,
2. Market failure; where social and pr1vate marg1n costs

(returns) diverge, can_ be corrected by public intervention

for a net social gain in efficient markets.

3. Industry and labor freely, but not costiessly, move seeking
the highest return in efficient markets.

Are we more likely to observe deviations from these three efficiency
attributes in rural labor markets or in urban labor markets? Which

attrlbutes assoc:ated with._ rural areas _affect rural labor markets i
efficiency? I have tried to answer these questions, using Tweeten's list of

differences between rural and urban counties.

Rnra;,populatzon dispers1on and rural 1ndustr1a1 mix have important

implications for rural labor market eff1cvency. Sparse population leads to

higher costs of public service delivery. €(including work force programs as

Tweeter tells us) because economies of scale cannot be exploited.

Dispers .on of people and employment sites also restricts the gains from

economies of scale in search ard 1eads to a steeper marglnal cost curve and
ultimately, it might be argued, to a h1gher incidence- of dlscouraged

workers: .. This_is consistent with the observation of lower labor force

participation rates in nommetro places and a relatively h1gh rate of

discouraged workers as measured in Current Population Survey data.

Furthermore, information systems may be less developed in low-denmsity
places.

The industrial and Qccupat1onal stricture of rural economies can also affecr

the efficiency of labor markets. First, the seasonality of employment

assoc1ated wich apricultural ‘and recreation industries results in at least
some underempioyment' a situatlon, from the worker's perspective; of

inefficiency. Second, the smaller work force will be less_ diversified and

employers may have ditflculty hiring people for certain occupations not .

usually employcd within the rural industry mix, Whether industries more

prevalent in rural_areas are more likely to engage in d1scr1m1natlon remalnb

an empir1cai questzon., s there discernible monopsonlst power, akin to the

“company town” sterotype present in rural markets?
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Q ) .

ERIC 78

Aruitoxt provided by Eic:



Equity

Equity concerns distribution. The basic equity question is: Does the
social and economic system function aceording to established rules for
distribution of resources, jobs, and T#:* 4s? The labor market is part of a
larger system and is nor solely res 7.~ ile for the system's equity.

However, within the couts..c of a ¢~ -7 itively operating labor market there

are equity propositiors. First, e<p.Jyment is by a competitive process of
bids and offers. Seconl}, rewards are distributed according to contribution;

the wages_and benefits woslers receive approximate the value of their
marginal product. The unique talents of individuals introduces some monopoly

power into the system.

The labor market is not the guarantor of adequate income for all: The
minimum wage law does not_assure equity. Some people cannot work or are of

such low productivity that they are not hired. The socioceconomic system.
must rely on altermative mechanisms for maintaining the well-being of these

people.

Perhaps society ought to strive for equity of opportunity or equity of

access in the system that determines distribution. This seems to be the
norm we accept as appropriate in the United States. We speak of equal _
opportunity employment and equal opportunity housing. Economies that pursue
equity (or, in the extreme, equality) of ovicome sacrifice efficiency by

removing the market-oriented incentive system. Tweeten is quick to point
out this conflict in his discussion of Equity-Efficiency Tradeoff and
Compromise.

Are there characteristics of rural areas that affect the equity performernce
>f rural lator markets? Are the lower per-capita incomes_and higher poverty
a.d-dependency rates in rural counties the results of labor market equity

failures? 1s it labor market equity failure that creates a "cycle of
poverty"? The dispersion of populatjon in rural areas may 7 . tc inequity

in public employment services and education systems compary’ *°  metro

areas.. Are rural citizens entitled to the same setvices dé:' ... higher
cosis related to population dispersion? If thé answer is yes, then a system
of service delivery based on "équal outlay” is much different than a system
of "equal outcome” or "equal margincl returns” or "according to need.”

Industry mix is important, and this is something Professor Tienda

emphasized, Equity effects may arise from the interaction between industry
mix_and govermment programs.. To the extent that public policy is biased
toward certain imdustries, there can be equity effects through the labor.
market. This can happen through protectionist tariff policies that preserve
employment in some industries but raise product jrices to consumers, or as
existed in the past; a different minimum wage in agriculture. The industry
mix effect Tweeten and others have pointed to is the bias from using the
unemployment rate in Federal funds allocation formulas when rural economies
have higher incidence of self-employment, which tends to bias the

unemployment rate downward.

Professor Tiends has pointed to the industtial and occupational
restructuring that occurred in the Urited States in recent decades as

important processes affecting labor market equity ouicomes. In héer paper,

Professor Tienda traced these transformations for metxo aud nonmetro areas
using Public Use Micro Sample datz for 1960, 1970, and 1980. She showed
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that metro and nonmetro plagqsiqrqfnot undergo the same restructuring, and
she argued that there are inportant efficiency and equity implications. She
emphasized the equity side:

Her emp1r1cal examples cons1dered male/female ard metro/nonmetro earnlngs

inequalitv: _A methodology has_been proposcd for separating industrial .

change effects and occupational change effects ard testing hypotheses about
the significance of these. effects. Tienda's framework is gemeral; it can be
used to consider equity between race/ethnic groups, people in different

places, or other groups of interest.

Tienda points out, and I agree, that we do not know enOugh about how

restructurzng of industry and occupations operates to change earnxngs

inequalxty. The exact mechapism_through which restructuring produces,

maintains, or erodes earnings . tnequality is not understood. Policies

designed to alter the distribution of earnings cannot be formulated properly

until more is known about the relationship between rescructuring and
earnings.

Efficiency and Equity Tradecff

Tweeten observes that natzons cannot singularly pursue eitler equ1ty or

efficiency in national labor pol1cy and points_out that tradeoffs occur.

The balance between a nation's efficiency and equity goals is not simply an

economic decision; it is also a social and political decision. The theory
of efficiency and equity tradeoffs is not. well developed, and empirical

analyses are V1rtua11y nonexistent. Furthermore; -data for measuring labor
market performance, presumably measuring various dimensions of efficiency
and equity, are needed.

Data—Needs

Tweeten emphas12es that underemployment is a pr1nc1pal problem in rural

areas and states, "Unemployment statistics 1mperfectly fieasire eeonom1c

hardsh1p and labor market performance.,, Tweeten's charge that ARED “assume

leadership in es-iaiting various measures of underemployment and testing _

their suitability to meet real needs” is well taken. This is something the

Economic Research Service (ERS) can do for some of the underemployment
measures economists _and sociologists have: suggested. Other

conceptualizations of underemployment will require tmproved data collectlon

and - reporting before we can report on a. reasonably current basis even __

national data for nonmetro population groups. . Subnational measures will be

more difficult but perhaps more valuable to our clients: Now; we must rely

on the decennial census and special surveys for measuring locail
underemployment.

The other data needs Tweeten identifies would certainly appear on any rural
researcher's wish list of data. Better income and wealth data (but not just
for the poor and farm people) cost of IIV1ng indices for rural areas, and a
data system along the lines of Standard Rural Statistical Areas would not
onlg enable ARED to_do its job better but might also attract more

researchers into rural studies who have ignored the field because of
frustrations with data availajlity.

Another specific recommendation Tweeten makes is ARED has eapabilities not

only to analyze regularly reported statistics but also to keep abreast of
74
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work force policy performance, patticularly as_it relates to rural areas. A

principal reason for doing so is because no other agency is doing so.” I
have two remarks on this., When I first joined ERS, what is now called the

Rural Labor Markets Section; was Manpower Studies. The new name is perhaps
broader in scope and sex neutral but may reflect a shift away from work _
force research that_should be rethought. ERS needs to include studics of
work force and employment policies in its program of rural labor tesearchs
The current circumstances in agricultute, the "farm crisis;” has go-< cated
more interest in the adequacy of employment programs to serve displaced farm

operators, their families, and the nonfarm population. Thus our research
program should be flexible enough to include current topics.

Tweeten's final recommgﬁéééiéﬁ is to pursue basic parameters such as the
supply and demand for tabor including estimates of supply and demand

elasticities: Supply and demand analysis is a useful analytical engine

already used by ERS to-analyze policy alternatives_for commodity markets.

ERS's clients could well benefit from mote rigorous empirical modeling of
rural labor markets. Tienda has_emphasized the longrun; her approach is not

appropriate for anmalysis of _shortrun.labor market performance. This longer
run perspective -is often lacking in public policy debates that focus on
short-term remedies for labor market problems, even though there are longrun
structural bases for these problems. The tifie seriés analysis Tienda

suggests will encounter all the problems inherent in time-series work; but
perhaps. the most serious will be the noncomparability of industry and

occupation categories over time. This introduces the problem of separating
real structural changes from definitionally created changes.
Tienda suggests a research agenda that iucludes “... the chalienging task of

delineating in both theoretical and opersrional terms nonmetropolitan labor
markets.” ERS and others have begun work on this. Your ideas on how to

delineate iabor markets will be most welcome.
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CHANGE IN RURAL LABOR MARKETS

Stever R: Kale 1/

Polls of residential preferences have long irdicated a widespread desire

to live in small towns and rural or semirural settings. These preferences have
stemmed, in part, from the view that residents of less densely settled areas
enjoy a cuality of life comparatively free of crime, congestion, and other
problems perceived to charactarize latge cities. The pull of recreational,

scenic, and other amenities also has contributed to the attractiveness of some
rural areas.

Until the 20th century, a majority of Americans, out of both necessity and.
preference, lived in rural areas. During the first half of the 20th century,

however, technological advarnces in agricultural production, improvements in
transportation; and other factors led to.a shrinkage in the number - of - jobs
available in outlying areas. Rural out-migration increased dramatically, and
the Nation's cities experienced rapid expansion.

The pattern of urban growth and rural decline changed notably in the late

sixties and early seventies. Overall rural_ out-migration siowed, and in some

nonmetropolivan areas (herein useC interchangeably with raral. areas), _

considerable growth occurreds Many of these gains were attributed to increased
demands for labor by mamufacturers and other existi g or immigrating rural.
employers: Additional demand for labor, in turn, contributed to a reduction in

the exodus of residents from farming areas and to greater in-migration by new or
former tesidents,

This pattern appears to have changed in the early eighties, continuing a
trend begun in the late seventies. Recent data indicate that the recession of
the early eighties affected uonmetropolitan areas mote severely than .
metropolitan areas, and since the recession's 1982 peak, nonmetropolitan areas

have recovered more slowly than metropolitan arcas. Nommetropolitan growth ard
decline in employment also have varied geographicaily. 1In the recession of

the-early eighties; for examole; some areas experierced substantial losses of
employment; while others continued to grow. Althoiigh there are not enough__
available data to emable comparisons of trends a‘ter 1982, it _is_likely that

employment growth has been geographically uneven among r~rmetropolitan areas and
that some areas have yet to experience the recavery.

Trends of the last 25 years thus indicate that rural labor markets vary -
considerably in their stability, adaptability, and growth, and the understanding
of these variations and their causes is extremely important to the
identification of policiec for dealing with rutral problems. Policies to .

help. nonmetropolitan areas cope with rapid growth may be much differen than
strategies for declining areas trying to adapt to the loss of a major employer.
Relatively stable rural ‘abor markets may require still other types of

assistance to ensure that stability does not become stagnation.

The purposes of this paper are (1) to identify key issues regarding the growth,

decline, stability, and adaptability of rural labor markets, and (2) to .
suggest topics for additional investigation ty analysts concerned with the

1/ Steven Kale is an assistant professor in the Department of Geography,
Oregon State University, Corvallis, Oregon.
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performance of rural labor markets. To begin addressing these tasks, a

summaryis presented of some of the more well-known models of regional economic _
growth and the location of economic activities. This *s followed by a review of

findings from several studies analyzing growth and ¢z “ine of nommetropolitan.

America-in the last .S year~. Further examination of _ecent trends supplements

conclusions of othe: wziters. _Lastly, issues and topics for future research are

identified._ Throughout the _paper the focus is primarilv on °mployment, though

unemployment uxderemplioyment, and other indi ztors such as income also are

discussed.

Review of Conceptual Modsls

Numerous models for regional economic g.owth and the location of economic

act1V1t1es ~have. been proposed. While these models have riot been developed

conceptualizing @easons for growth,fdecline, and,stability in rural labor
markets. Some of the models are deductively derived from a_set of assumptions;
others emp*rically describe proucesses that appear to have been historically

impor:in~nt. This section briefly reviews some of the more well- known models and
discus~e' ‘heir relevauce for nommetropolitan areas.

Faeter—frieerEqualization Model

growth and decline.,,Eactor price equaiization is based. upon 1nterregional trade

theory and assumes that capital and labor, two primary factors of production,

are. perfectly mobile and will ‘nove to areas where the highest returns are

obtained. From these anﬂ other assumptions' 1t can be concluded that workers

transferr fd ie the opp091te d1rect1_‘ (for example. Isard 1974, b¢,1?2 =75,

These flows will contimue until factor returns are equalized regionally, leading

to a convergence of incomes among regicis:

This model and its variatious have been tef-ed widecly in national and -
international settings. Many re.eatchers have shown that migration of labor
does indeed occ:r in response tu Jdifferentials in incomes or wages. among
regions. Nevertheless; despite nterregional convergence, _differences in.
incomes and wages have persisted over long periods. Lack of information. about

employmenc opportunitres, ties to families and. communities institutional

barriers, and envirommental preferences zre a few of the reasouns why residents
of low—wage areas have not migrated to higher—wage regions. It also has been

regions.

Aithough this nmodel has been p~t»osed for nacions and for regions w1th1n -
nations, . it also may pertain to nonmetropolitan areas characterized by a large
number of persons -who are working for-low wages *t who-are unemployed.
Residents of - the low-wage; nonmetropolitan region would migrate to the_ bigher-

wage. metropolitan area, eventually leading to more competition for labor and

higher wages in the nommetropolitan region. Likewise, because of lower -

inztial labor costs, capital from the metropol’tan region w0uld be 1nvested in

additional investments profitable.

in response to job-related factors was widespread in the United States during

The availabio evidence indicates that. nonmetropolitan—to—metropolxtan migration



the first part of the 20th century (Price and Sikes 1975); In the seventies,
this pattern continued for some nonmetropolitan areas but was reversed in
others, even where wages were considerably lower than in nearby metropolitan.
centers. The movement of capit:-! from metropolitan to nommetropolitan ::enters
has been incomplete and virtus ly nonexistent for many remote nonmetropolitan
areas, but _there have been considerable investments in manufacturing in the

sixties and seventies (Whiting 1974; Summers and others 1976; Lonsdale and
Seyler, 197%).. The factor price equalization model has been used recéntly by
Norcliffe (1984) to discuss the relationships between labor and capital in
nonmetropolitan industrialization.

Unbalanced €izwth Models

Two types of untalanced growth models have been identified: cumulative.
causatiovn (Myrdal 1957) and _core-periphiery (Hitrschman 1958). Both models

view regional eccrnomic change as a process whercby some regions grow while
others decline in the earlier periods of development. In the longer term,
however; both Myrdal and Hirschman predict a convergence ia regional incomes.
Myrdal's cumulative causation miodei assert- .. it because of jmitial advantages -
in location, tramsportation, labor, or_otk.._._actors, growti occurs more rapidly

in certain areas than in others. Labor and capital migrate to the dominant
areas, resulting in a4 "backwask effect” in the less developed; peripheral areas.

Expansion in the dominant center eventuzlly leads to demands for goods_and

services produced in the periphers?! areas. 1f these "spread effects” outweigh
the backwash cffects; the peripheral areas begin to experience economic growth.
Hirschman's model is similar to che cuimulstive causation model: In the

core-periphery model, it is ass vid .' -t <ire. centers or growth poles-emerge in
4 region and that; as che cen’ :: vand; "polarization” effects similar to
Myrdal's backwash effects occu:. Cver *iie, thése growth centers become. .

sufficiently large that they are unable to supply all the’  needs 2nd growth
"trickles down" to peripheral areas.

Myrdal and Hirschman derived the. ﬁéaéiémééwﬁéié,éiplaiﬁ national or regional

differeaces in levels of economic deveiopment; and neither specifically applied
their models wichin a metrcpolitan/nommetropoiitan contex:. Nonetheless; their

iwodels help to explain patterns of nommetropolitan growth witkin the "arban
fields” cof wetropolitan areas (Friedmann and M.lier 1965; Lamb_1975) and in

areas producirg coal and other energy resources during the seventies: Moreover,
improvemencs in transportation and communication have facilitated spread effecte
ard. the trickle down of economic activities into nommetropolitan :':cas. Some
parts. of nonmetropolitan _America, however, have been experiencing backwash and
polarization effects for many years. ard it is-unclear whether they_ever wiilil
benefit from spread effects or triceic down. Govermment programs may spur
development in these lagging regiocii, but the fiscdl soundness of such programs

has bee: ri.e focus of ongoing debate by regionai and national policymakers.

Product Cycle Model

Similar in some ways to the notions of spread effects and trickle down; __
the product cycle model suggests that when the process for providing goods or
services becomes sufficiently routine, pioduction can "filter down" to more
peripheral gtgasiﬁbgreilébbr:bf,bthét,bbétswété,16§,(TEBE§§6ﬁ;i969;:pp; 8-9;
Norton and Rees 1979; Rees 1979). This model is based upon three stages in a

product’'s life cycle: innovation, growth, and standardization (Vernon 1966;



H1rsch 1967) The f1rst two stages are most likely to occur 1h1t1ally in the
core areas, but the third can take place in more peripheral locatiaons.

The product cycle model is somet1mes v1ewed as-a_vi: al componenL to a
systems theory of regional development in which "technological innovation is
seen as the primary reason for economic growth” (Storper 1981; p. 20); and other

factors of production such.as. labor and capital are considered less important;

Innovation-induced growth diffuses through the urban hisrarchy, with the more
h1ghly skilled Jobs, suiich as those in corporate administration v research and
deva2lopment; occurring at headquarters of companies in .arge metropol1tan areas
(for example, Perry 1972). More routine production takes place in branch plants
at _smaller centers within the hierarchy. Growth throughout the hierarchy,

however, is uneven. A_few. metropol1tan centers dom‘nate, and growth and decline

in the per1phery depends upon the ability of corporations tc adapt to ongoing
technological change.

Several writers have used the »: .- .. : ﬂvcle model to help expla1n
normetropolitan industrial gro+<: . .. the Sixties and seventies. Petrul1s -
(1979a), for _example; used the model to examine national changes in metropolitan
and nommetropolitan employment in manufacturing. Erickson (1976), Leinbach =
(.978), Erickson and Leinbach (1979), Cromley and Leinbach (1981), and Park and
Wheeler (1983) applied the product cycle model to State-level changes in
employment for Georgia, Kentucky, New Mex1co, Vermont and Wlsconsln.r These
State-level stud;es usually concluded that the ava;lab;lityfof trainable labor
willing to work for modest wages was a key factor in the filtering down of
manufacturing to nommetropclitan areass

Sl LT N R '”,:

The developme.t stages model wh1ch perhaps became most well known w1th the
publication of Rostow's (1960) The Stages of Economkic Growth has been
proposed by numerous writers inclading Colin Clark (1940). According to this
approach; longrun structural changes :.+ve resulted in increasingly more

sophisticated_types of cconomic_growth and development: In “r~peral, these.

structural changes_ have led to shifts from more. traditional agr1cu1tura1 or

resource-based societies to industrial and postxndustriai economies,

5évelopmént ln most econoii: ally advanced soc1et1es has been shown to be ,
soméwhat conéistént with the stages model. Crit1cs of the model however, argue

stages_of the model _for_ example the growth of . selected petroleum-based

economies in_che_Middle East. dur1ng the seventzes, and that _some of the older

lndustrxal regzons in Western countries are grow1ng slowiy or are declining.
The stages model also has been criticized because it is based on weak
theoretical foundations and fails to identify the mechanisms linking the stages
and leading to growth

conceptuaiizing nonmetrOpolltan growth in a. postindustr;al society, recent __

experiences in numerous rural areas suggests_that_the model should be applied

cautiously. Resource-based rural economies in some parts of the Western United
States, for- example, experienced rapid growth in the seventies, . and many
nonmetropolitan areas have advanced to-a postindustr1a1 stage without hav1ng
experienced growth in manufacturing,; Furthetmore, some of the more
industriallized rural areas in the Midwest and Northeast are experiencing
problems similar to those found in major metropolitan portions of those
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regions; indicating that commurities advancing to the later stages of the model

are not imevitably undergoing growth and development,

Export Base Model

5bﬁéiéés,ﬂbttﬁ,{1955) was among the earliest economists to argie that the

export_base model is more appropriate than the development stages model for
describing regional economic growth: Proponents of the export base _model

believe that regional economies develop because of demands for_commodities
produced i.. 'arge -enough quantities to be exported to consumers outside the
region. As demard for the commodities grows, employment and incomes increase in
the ecotomic_sector (basic) in which these commodities are produced and in

other sectors (nonbasic) suppling inputs to the exporting activities. A

region's economic livelihood thus 1s based upon its ability to export and; to

some. extent, upon the amount of backward linkages from the exporting sector to
other sectors in the regionai economy.. Resource-based activities, such as

agriculture, mining, forestry, and fishing, ate among the more important
exporting activities mentioned by North and others. Additional types of basic
activities are manufacturing industries exporting their products, tourism,
nonlocal Govermment, and service activities attracting customers from outside
the regior.

The export base model has contributed greatly to the understanding of growth ard

decline in rural labor markats. Much of the growth in nommetro America depends
upon ihe export of goods or services produced locally or upon the ability to

attract income in other ways (for exampie, through tourism or govermmental

traizier payments) from outside the region. Declines in many rural areas have
resulced from resource depletion, technological changes in the productics of

goods or services that the regicn exports, changes in consumer preferences or
other reasons policies leading to overall declines in demand for goods or
services produced in rural areas, competition from iower cost producers

elsewhere, and changes in governmental policies,

?eaérai;,étété;,éhd,iaéaiﬂﬁiagiéhs,fcr riral economic development have

implicitly or explicitly recog:.ized the i-sortance of the export base model. The
intention of many such programs has besn to_facilitate the expansion of existing
basic activities or to encourage the development of new ones. Some of the
programs have been de. igned e «'icitly to help adjust to declines in Cems '
goods .nd services important to a community's economic base.

While the export_ base model undeniably is ugeful for understanding rural
economic growth and decline, it has a number of weaknessess. One of the more
obvious is that it is difficult to identify precisely which of an area's

economic activities are basic and_which are nontzsic. Location quotients,

minimum requitrements techniques; input-out analysis, and other techniques have

helped to measure basic and nonbasic activities, but they rely on.assumptions.

that limit their utility; Another problem of the export _base model is that it.
assumes that regional growth is deperdent largely upon exports. For most rural
communities, economic growth probably is very dependent upon the stimulation of

export-based activities. However; exports are less important for larger; more

diversified cities and regions where the development of backward
(import-substitution) and forward linkages also may contribute to economic
growth. Perhaps the most serious limitation of the export base model is that it
is more descriptive than analytical. The model describes how regions grow, but

it does not contribute much to understanding how and why locational decisions

about investments and disinvestments are made.
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Location Mb&éis

Location modeis are. based upon neoclasszcal economic theory. The main

distinguishing feature of location models is. the1rrattent10n to the.

significance of distance amd the costs of overcoming it: In these models,
transportation costs are assumed to be the most important factor determ’ning the
location of economic act1v;t1es, Amongfthe more- important modeis are von
Thunéh s bh the ldcétibh of égritulturél prbductibh Christéllér's and Losch's

The Importance of Iocatlon modeis for analyzxng nonmetro deveiopment 1s

undenlable, particularly where the assumpt1ons under1y1ng the models are. valid.
An obv1ous example is von Thunen s model since agr1cu1tura1 production 1s an

vermany dur1ng the 19th century, the model is believed to be somewhat relevant
for interpreting broader; zonal patterus of 20th century agricultural production

in the United States (Muller 1973)..  Central place theory has been shown to be

applicable to rural ireas of the Midwest where the assumptions are closest to
being valid (for example, Berry 1967a). Least-cost theory *: helpful for
examini ng the locational tendencies of ecormnomic activ1ties cigracterized by
large amounts of weight or bulk lost during the processing of materials. Many
of these types of activities are located in nommetropolitan ar-as.

1f the assumptlons of these models are Invaild, and this is often the case, the
models have less utility. When the models' assumptions are relaxed to 1utroduce
real1ty, it becomes 1ncreas1ng1y d1ff1cu1t to exp1a1n the locat1on of econom1c
1977). _Refinements to the models nonetheless continue, and they coqtrlbute to
an understandzng of nonmetropciitan growth or decline in some ateas.

ﬁehavioraifﬁo&eis

To . rt1ally account for problems 1n other models of the locat1on off
eronomic activ1ty and reg:onal growth and detl1ne, behav1ora1 models have been

neoclass1cal eéoﬁom cs. To behav1orﬂlists (Pxed, 19b7 ps 24):

Every 1ocitionalfdecisionr;sfﬁiewed as pccurr;ng under conditions of
varying information and ability, ranging, at least theore¢tically, from
null to perfect knowledge of all alternatives, and as belng governed by
varying abilities (as well as objectives) of the decision—makers.

Hence, growth and decline of regional economies is a consequence of locational
decisions made under conditions of uncertalnty (Webber 1972).

Becis1ons resu1t1ng in long-run stab111ty or growth represent successful

adaptatxons to new locations. _.In such_cases, businesses_have _counsidered

adequately the internal snd external forces determining a "satisficing”
(rather than profit-maximizing) location, although over the longer term thesse
locations need to be within spatial margins to profitability (Smitk 1981). Bad
decisions, in the absence of “adoption” of bus1nesses by theé economic

system {Tiebout 1957), often lead to reductions in work forces or to plant

closvres.
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The behav1ora1 model has been heipfui for 1vterpret1ng the process by wh1cn

companies locate in nonmetro._areas,; . Various behavioral conceptualizations of

the decisiommaking. process hz-e been presanted, and thise have contributed to a

greater understanding about the reasons why manufacturers and other. businesse:

locate brauch plants in nonmetro and other peripheral areas: Numerous case

studies, especially when _they incorporate a_ broader industrial-organization

perspective, have added further to this._ awareness. Behavioral models, likc

several others address1ng regiopal. growth or the locatlon of economic- activii -

are primarily descriptive, and concern has been raised about the likelihood of

obtaining meaningful generalizations from such modéls.

Structuralist Model

During the last 10 years or so, several erters have. begun to 1nterpret economic
growth and decline from a structuralist perspective (for example, Storper_
1981). Supporters_of thig view usually share a Marxist orientation and are
critical of neoclassical and other models that _analyze economic_change at a

micro. level, ructuralists believe that the location of economic. actzvit1es

is based upon the ahility of entrepreneurs to interpret the historic 1nterp1ay
of broader mactro influences.

The essentxal argumert of structural theory is that 1ndustry creates a.

specific demand for labor-power; this demand changes when; under pressure

associated with macroeconomic fluctuations; organizational restructuring

and labor process changes are initiatrnd. Ihe resultant. changes in the

level and character of labor demand lead to changes in investment patterns,

anlud1ng plant closings, relccations, and new plant establishment to take

advantage of more appropriate labor supplies, (Storper 1981, p. 27.)

Competltlve preosures, accord1ng to the structural1st model have led ya.

norproduct1on actiV1tieq. Product1on 1s increas1ng1y occurrxng where Iabor
costs can be minimized, whereas nonprcduction activities tend to be more

centra11zed‘ The decentra11zat1on of branch plants into nonmetro Amer1ca thus

on the surface It appears thct outcomes from the structura11st model do not

differ much from those of the neoclass1ca1 growth or product cycle models.

However, while the neoclassical models and the structural model have the notior

of profit maximization in common, they differ considerably in overall approach

assessments of the effects of economic change, and the notion of spatial

equilibrium. The product cycle model differs from the structiuralist approach_
primarily in the interpretation of the roles of technology, crspiftal, and laber.

Structuralists consider the product cycle nodel to be technelogical determinism

(Storper 1981; Sayer 1983). 1In a cap1ta11st system, technologxcal change is
viewed as ineV1tab1y 1ead1ng to reg1onal "losers” as well as 'winners” and as

substantially contributing "to the very probleﬁs that regional t'ieory aims to
solve” (Sayer 1983; p. 65).

The structuralist approach also has its cr1tics.” Some a .:&¢ . it_the_top—down
Marxist approach of the structuralists has been ° heavy ' - (Taylor 1984),
Additionally, it has been argued that individual decix “i%.g units,
especially large corporatioms, have some degree of ¢, ° g"e; the environments
in which they operate, that the concepts of the struc . - . -! are descriptive
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rather than theoretical, and that the concépts are not well linked (Taylor and
Thrift 1983).

Zs,,, -t

(}ong:eptual mo’deiléih'ja'\’re Some relevance f'g’r u’n’dergténging growth, ”Stébilig?, and .
decline in rural labor markets, and as Tweeter and Brinkman (197¢, p. 75) stated
after their review of several models apprenriate to "miéréﬁb?itah" development:
"We_can_learn from each, but no one tueory has_the sole truth.” _None of the.

modeis satisfactorily accounts for variation in ronmetro growtch and decline in

all areas, and it wmay be impostible to derive such a model. Nevertheless, it
remains important to attempt to conceptua11ze the processes .isponsible for
nonmetropolitan deve10pment and to test these concef-s as rigorously as
possible.

Measuring Growth, Decline, and Stability in Rural Labor Markets

Rural labor markets have long been topics of interest to analysts of regioral
development. In the last few years, however, there hac been renewed attention

to this focus of research, primarily t:-ause of the population turnaround in
nonmetropolitan America during the late sixties and early sevenoties. Numerous
studies have monitored these trends_and_have outlined reasons thought to be

reeponsrble for national and regionai patterns of growth ard decline in
rural areas (for example, Beale 1975, 1976, 1977; Morrison and Wheeler 1976;

McCarthy and Morrison 1977; and Brown and Wardwell 1980)

Causes for populat1on growth in nonmetropolxtan areas since the s1xt1es vary
geographically. Soux of the increases have been actributed to the extension of

metropolitan commuting sheds into adjacent nommetropolitan areas: Considerable

growth also has occurred. in nonadJacent areas beyond the urban fIEldS of large
and small metropolitan cities. This growth in more remote areas has been
associated with numerous factors, among wich are the decentralization of
manufacturing;  expansion of energy production; immigration of older Americans,

increased enrollments in colleges and vniversities, recreation and

quality-of-tife. amj dtreS, and _govermment—related activities; Tha geograph1c

diversity in the ‘mrir“ance of these factors for growth and decline in
nometropolitan Az .- zince '970 has been summ:irized well by Brown and Beale ir
Nonmetrogolitan Amci..a in Transition (Hawley and Mazie 1981), perhaps tiie most
wide-ranging reference available to date on nonmetropol1tan America.

The. ex1sf1ng literature suggests that numerous . variables can. be used to

measure. growth; decline; and st«b111ty of rural labor markets. Changes ia

popoiatxon and migratioo often are used to prov1de an overall picture, while per
capita income, poverty rates, and other quality-of-life 1pdices7he1p provide a
better understanding of economic and social well-being. It would seem, however,
that measures of employment best capture changes in the supply of and demand for
labor. Thus the remainder of this section will address recent trends by
foéoSing on employm:at and unemployment, though results from several studies

using other measures of growth aixi decline also will be presented. .ine

discussion begins with comments about the principal sources of data for
employment and unemployment, which is followed by a review of selected studies
covering rural labor markets primarily in the sixties arnd seventies. ,Also
includ+d will be an assessment of the post-1979 pattern of nonmetropolitan
employment and an overview of recent trends in unemploy.ent and underemplon:ment.
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Sources of Data

The principal suppliers of information for tﬁf;iliéﬁéfiﬁéfkeﬁs are the Bureau of

the Census, U.S. Department of Labor; and Us$S Departmert of Agricultire.
Employment data from the Bureau of the Census and the Department of Labor are
available for several economic sectors; while those from the Department of
Agriculture are available only for farmworkers. Discussion here will center on

the first two major sources; more complete reviews of all three are available

elsewhere (for example, Moser 1972; Tweeten 1979; Gilford and others 1981, pp.
129-60).

The Census of Population published by the Bureau of the Census; provides the.
most comprehensive data_available for nonmetropolitan areas. Availability of
these data only at 10-year intervals, however, limits their utility: The
economic censuses; published every 5 years, also are useful for_analyzing
nonmetropolitan trends in employment. Anmual County Business Patterns are among

the best published sources available, although these repcrts do not cover some

of the more important sectors (for example; agriculture and State and Local
Govermments), and users must aggregate data for counties to derive

nonmetropolitan totals.. The Current Population Survey another annial report of

the Bureau of the Census; is based upon monthly intérviews of approximately

70,000 households, and quarterly and anmual breakdowns of employment and
unemployment by place of residence are available on computer tapes for

nonmetropolitan areas,

The Bureau of Economic Analysis (BEA), which is an arm of the Department of
Comnierce; - and the Department of Labor's Bureau of Labor Statistics (BLS)
also provide valuable data, the best of which comes from the BLS's ES-202

program. Data from the ES-202 program are used to provide breakdowns of wage
and_salary employment by sector for the United States; census regions, ard
States: These data are further disaggregated by metropolitan and
nonmetropolitan areas and aie available, along with data for proprietors, on

microfiche or computer tapes. Similarly categorized data on personal income,
including figures at the county level; are available from the BEA.

Disclosure at the nommetropolitan level is ome of the most formidable Issues
facing users of these sources of data. In manmy rural areas, economic
sectors are -haracterized by only a few employers. _To.protect the
confidentiality of information about these employers, data for various sectors

are not disclosed. Although_ other. sources occasionally can bé used to help .
estimate employment where disclosure occurs, deriving detailed information is

often difficult and sometimes impossible.

Because much. of the data for nonmetropolitan areas is availabie only on

microfiche or from computer tapes; it is somewhat inaccessible and difficult to

use. Investigators may be required to purchase more than is necessary and; as
Clubb and Traugott (1979;”§i:204§,h6Fé£ "When the costs of overpurchase

are added to the reprocessing costs . subsetting and converting data to usable
form; the financial and other burdens confronted in utilizing federally
collected data can becomc rohibitive for all but the best funded individuai
scholar or research group.’ 1iuis problem is especially acute for o o
nonnetropolitan policymakers and analysts who need detailed data to comply with
Federal requirements for preparation of grants and t» monitor and examine
recent trends. Recognition of these and other problems has led to a call for.

improving “"ihe quality and specificity of information collected and reported on
rural areas” (Block, Néyipr, anc Phillips 1983, p. 2). Efforts to accomplish
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this, however, would probably be expensive and may be irconsistent with attempts
to reduce Federal spending during the eighties.

Growth and Becixne of Employment in Rurai LaboruMarkets

Regional growth and decline of employment in the United States has been the

topic of considerable research espec1a11y w1th the dec11ne of popular1on and

and seventies. Although numerous analvsts have discussed changes in employmenc
for specific regiois, publications of :°gzonal tremds across the United States

have been sncaswhat more scarce: One ‘¢ the most comprehensxve carlier studies
was by Perloff and others (1960), wh: «:i-ed shift-share analysis to examine
regicnal changes in employment from ~ ' 54, More recent examples include
Sterulieb and Hughes (1975), Weiuste n ard Firestine (1978), Beyers (1979)
Pack (1980), Rones (1980), and Greenwood (1981).

COmpar1sons between metropolztan and nonmetrcpolltan changes in empioyment also

have been undertaken: Trends in. manufacturrng have been the fOCus for some (for

example, Petrulis 1979a,b; Estall 1984); nonmanufacturing along with
manufacturing has been 1nc1uded in others (Hansen 1973; Harer 1973, 1974; Haren

and Holling 1979; Till 1981). These studies found that during the late sixties
and early seventies, employment in manufacturing. 1ncreasedrmore rapidly for

nommetropolitan areas_than for me¢:iropolitan areas, resulting in an_expanding

share of manufacturing for nonmetropoIItan America. Much of th1s grov*h
however, was in slow-growth industries, and after 1973, nonmetropolitai
employment grew more rapidly in services than in mannfacturlng, Approximately
150 p’ércent bf total nome::'r'op'blitan éiﬁp’l'oj’rihéh’t w'as ih thé Sbi.ith, and 30 percent

between the West and Northeast. Increases in nonmetropol1tan empioyment from

1962-1978 were greater for the South and West than for the otlier two regions,
similar to the natiomal trend. )

Several recent stud1es have added s1gn1f1cant1y to the 11Lerature on

Hoppe 1984,,Baberkow ar.. Bluestone SRy Bluertone and Baberkow i985 Kuehn and

Bender 1985; Richter lJos'.. Althoug oniy the publications by Bluestone and

Daberkow are based solr‘{ on emp;oyment data, ench study contributes to the
understand1ng of contemporar; trends.

nonmetropolitan populat1on, personal income; and. earnlngs over three time spauns:

1959-69, 1969-79; and 1979-81: The data_show that during the latest. time

period, there has been more growth in metropolltan areas than in nonmetropoIItan
areas; Th1s growth nonetheless, has not been spatially unlform. In the more

metropol;tan areas; and in the less urbanized regions, metropolitan areas-
continued to grow faster than nonmetropolitan areas” (Garnick 1984, p. 258).
Garnick concludes that nommetropolitan gre:th may siow. during the ezght1es ‘nr

several reasoms: (1) energy—reiated deVeiopment will not occur as rapidly; (2)
peaks may be close for the "catching up” of nom- metropol1tan areas to
metropol1tan areas in the pioportion of service jobs; (3) wage-rate
differentials between metropolitan and nonmetropoiitan a2-—eas are being reduced
(4) workers in metropolitan areas are becoming more wil. ng to negotiate wage

bargains and work rules that are more favorable to maint..ining and creating
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JObS, _and (b) commurity leaders in metropol1tan areas are becomlng more

sensitive to the importance of tzxes in the locational decisions of businesses:

A sonewhat different approach is taken by. Ross, Green, and Hoppe, who use mostly

1979 or 1980 data for income ané other. variables to classify 2,443

nonmetropolitan counties. accord1ng to seven types of soc1o—demog'aphic and

economic. patte*ns. angculture’ Federal lands Govermment; manufacturing,

mining, poverty, and retirement. Their purposes for deriving and analyzing this
classificaticn are twofold:

?irét it prov1des a._ generai fran:work for translat1ng tbe soc1a1

economic, and demograph1c d1vers1ty ex151t1ng in contemporary - rural

settiﬁgs into a small number of meaningful dimensions. Second, the

dzmensions themselves may be treated as contexts for examining the

effects of various kinds of public policies and secular forces on present
and future development of rural areas (p. 2).

After us1ng drscr1m1nant aualys1s and t-tests of means to 1dent1fy 1mportant
characteristics for each of the seven types of counties, the authots discuss the
implications of their findings. Among the more important of these is that

while; in the aggregate, nommétropolitan America is becoming more diversified,

and many individual rural areas are still economically spec1al1zed or.are

changing from specialization in one type of economic activity to spec1a11zat1on

in another. Policies aimed at diversification thus need to.be carefiilly

assessed to determine whether they will accompl1sh the1r objecthu,.

Additionally, the authors believe that programs reed to be developed to. address

the specific needs of poverty areas, retirement areas, and areas affected

adversely by the shift of nondurable manufacturing to nations with lower costs
of production.

Data for income_ at the county 1eve1 also arc vied by Kuehn and Bender to

classify nommetropolitan counties according i« specialization in farm1ng,

manufaeturzng, mining, government, and oth¢r ¢-.onomic sectors. Location

quotients are used to derive dominant or maior specialties for each._ county in
1970 and 1979, Jiist over half the countie- og‘ﬁ be class "iad by dominant
economic spec1a]ty, with marufacturing. accouti’, 'W‘"or 30 prrcent and farming

17 percent o! the total in 1979; Mamufacturing ¢ srosorticn, howeve had.
increased_since 1970, while farm1ng 5. had dec.aa‘fﬁ These. find1ngs are similar
to_those of Ross and others namely, That despite etforts to ~diversify rural

ecousmies, many remain tied to one type of ecoromic specializat1on and that.
poiicies for aiding ecornomic development in nonmetropolitan America should be
des1gned in accordance with the variations among areas.

The possible end of the turnaround in nonmetropolitan rcwth dur1ng the

seventies is explored by Richter. To ascertain whether this occurred; he

examined annual growth rates in population ari migration for 3,097 countxes ,
during the sixties and thrée periods in the seventies: 1970-74 _1974-17,

1977-80. His results sndicate that there was a slowdown in. noometropolitan

growth during the late seventies,. hug thet this took pface aimost entirely in
counties not adjacent to metropolitan areas, Adjacent counties, on the other
hand, continued to grow faster than metropolitan areas. He further finds that

metropolitan areas with less than 100,000 popilation had a higher growth rate.
than either larger metzopolitan areas or nonmetropolitan areas during the late

seventies.,



Rlchter also categor1zes nonmetropol1tan counties by. percentage employed in

agriculture, manufacturing, mining, entertainmenr and personal services, and the

m1l1tary. Annual net migration rates were considerably lower or more negative

in the late seventies than in the earlier part . ¢ the decade s count1es

heavzly dependent upon agr1culture, manufacturlng, and the m1 *ary, relatively

serv1ces, and onehanged for count;es heav1ly aependent upon m1n;ng, though thzs
rate was much _higher during the midseventies than in both._tne earlier and later

parts of the decade. Richter concludes that _some of thc reasons for the

nonmetropol1tan turnaround appear to have been short term and rhat the slowdown
of growth in the late 19705 "may only corroborate the not1on that m1gratlon

Recent and projected trends in nommetropolitan employhent are summarized by
Bluestone and Daberkow. 1In their 1984 report; trerds for 1976-79 and

1979-82_are examined; in the 1985 article they categorize trends for a different
set of periods: 1969-73 and 1975-82. The authors find that during tha late

seventies and early ElghtIES, galns in nonmetropolltan employment -
occurred largely in services, trade, and govermnment; unlike the early seventies
when increases were moi# widespread among sectors._ From_about 1975-82, c+ i}l

nonmetropolitan growth lagged behind that of metropolitan areas i.,ause

slower growth in the South ard. West however, gains in “onmetrapolitan

employment in these two regions were greater than those in the Noith Central and

Northeast. Slow growth in nonmetropolltan areas in the late seventies and early
eighties is attr1buted to the sharp reduction of growth in the North Central
reg1on,7wh1ch is heav1ly dependent on manufacturing and agriculture,,sectors,
vulnerable to foreign compet tion and the cost-price squeeze in farming: The.
North Central region was pai’icularly hard hit during the recession of the early
eighties, with_nommetropolitan employment dropping by 4.2 perceat. While this
5&5?656&@6& was worse than that of other nonmecropolitan regions, it was rot as

bad as in the metropolitan North Central where enployment decteased even more.

Projéctlons of employment to 1900 suggest that _ nonmetropol1tan7growth will

continue to lag behind metropolitan growth. Private service. industries are

expected to_experience the most growtk in nonme*ropol1tan areas, though these

gains will be less than those in metropolitan areas. These projections,

combined with analys1s of . trends in the early eightieg, lead tl.e authors to
conglude that,strateg;es to reduce regional inequities during periods of
cyclical decline or slow growth may be more effective than those addressing
metropolitan and nommetropolitan differences in economic wzll-being. Moreover,

if nonmetropolitan areas_are _once again. enterzng a slow-g:~"tn phas "rural

development policy may have to focus more attention on expanding economic

opportunxties or on help1ng rural areas better adjust to slower growth”
(Daberkow and Bluestone 1984, p. 16).

A Further Look at Recent Trends in Nonmetropolitan Employment

InvestIgation of data for nonmetropolitan emp10ymert since 1979 y1elas
additional insight ahout recent trends. Two types of unpublished aatus are used:
(1) employment by place of work, which is available for the Nation, censvs
regions, and States by metropolitan and nonmetropolitan areas; (2) erployment by
place of residence, which is only available for ‘metropolitan and nonmetropol1tan

AnalysiS' place-of—residence data are. from the Gurrent Bopuiatlon Survey.

Metropolitan/nonmetropotitan breakdowns by place of work are based or the most

current delineation of metropolitan areas, which for the data here is 1982. By
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place of res1dence, the breakdowns _are_ based upon the del‘neat1or'of 1970

metropolitan areas, and anmual averages are. available through 1984,

Nonmetropol1tan employment is greater by place of residence than by place of

work because data by place of residence in the eighties include figures for
areas becoming metropolitan since 1970, and becaiuse the numiber of employees who
live ir .ijonmetropolizan areas but work in metropolitan areas is greater thar the
number working in nonmetropolitan areas and living in metropolitan areas. If
trends from both types of data are similar; however, differences in methods of

collection and definition become less important,

The nommetropolitar share of national employmeat seems to have peaked in the
late seventies (table 1). Data by place of work indicate that the-
nonmetropolitan share was greatest (21.9 percent) in 1976 and has declined.

steadflv since then. Ry clace of residence, the share was greatest in 1978

and has_declined through 1984: Highest employment by place of work occurred it

1979: Because of_ the way data were tabulated fzgures for nonmetropol1tan

1984, though there was a diop in 1982. These trends, espec1ally for change in
share, indicate that the recession of,the early eighties was more severe in
nonmetropolitan areas than in metropolitan areas; which appears to be in

conttrast with the pattern ¢f the recession in the mid-seventies:

Changes in nonmetropollten shares of employment by sector from 1979-82 reveal a

similar pattern (table 2). For most sectors, the nommetropolitan share declined
during the first few years of the eighties. Data by place of residence since
1982 indicate overall stat_.iization, with half the sectors ga1ning in_share_ acd
nali losing. Nonmetropolican shares of the Nation's employment in agriculture,

forestry; fishing, and mining, not surprisingly, are considerably greater than

the overall nommetrecpolitan share, while the private services are

underrepresented in nomnmetropolitan areas,

the recession of the,early eighties (table 3),, Place—of-res1dence data indicate

that both sectors had recovered somewhat by 1984:. There was even a modest gain

for nonmetropolitan employment in the construction sector, but by 1984

manufacturing had not recovered to its pre~recession peax. The sectors most

unce. .epresented in nonmetropol1tan areas (services and finance, insurance, and
rea1 estate) experienced notable gains in employment during the recession..
Emg oyment in Govermment and transportation and public utilities seems to_ be

relatively stable in nonmetropolitan_ America, however, m1n1ng, where growth

occurred in the early eighties, experienced a big drop from 1982-83. While

trends for agriculture, forestry, and fzsher1es are unclear, it ~appears that 1n

with those from analysts concerned about 1mpacts of the cost-price squeeze on
businesses in these sectors. Trends in nonmetropolitan employment also are.
unclear for the trade sector; which experienced continued increases. by place of
residence but not by place of work:  This difference may result from the

inclusion of post-1970 metropolitan areas in the place-of-residence data, or

rrom the inclusfon in the data of large numbers of nonfettoplican residents

commuting to wo:k ‘n metropolitan retail and wholesale establishments.

Analysis of employment data for nonmetropolitan areas nationally, as has been

pointed ~ut by other writers, may mask considerable regional diversity. During

the re.ession of the early eighties, for example, nomnmetropolitan

employment in some States continued to increase, and there were substaqtial
declincs iua others (fig. 1). 1In 20 States thére were more nonmetropolitsn
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T Byplaedwakl/ i "By place of residence 2/

Year : Numnber Percertage of : Number Petcentage of
- mational total : mtiomal total

.
— -

Thousards Percert Thousards Percert
1973 19,991 21:6 26,091 30.9

20,370 21.6 26,458 30.8

1974

1975 : 20,151 21.8 26,126 30.8

1976 20,822 21.9 27,150 31

1977 21,410 21:8 28,317 31.3

1978 22,199 21.6 29,844 31.6

.o

1979 : 22.683 2i.4 29,916 0.9

1980 22,582 21.2 30,150 31

1981 : 22,658 21.1 30,488 3t

1982 : 22,312 2i 30,335 30.5

1983 : eas na, 0,€% 0.4

ma. n.a. 31,930 30.6

1984
Percertage charge in employmert, Percertage charge in employmert,
1979-82: -1.6 1979:8? 1,4
1979-84: 6.7

ié';,wéiafvailable' . S T ol
1/ Based undelineation of metropolitan ireas in 1982.

Source: U.S. Departmert: of Commerce, Bureas of Economic Aralysis.
U.S. Departmert of Comerce, Bureau of the Cersus, Currert Population Survey.

90




\

|

\

|

\
..
Sle
0

,,f:fff7771919;41982;f4983;—: 0%

2
§
B
1,
2
Qo

Mi il g : 53.2

Comstruction 19.4

Manufacturi g : 1.4

Trarsportation ard public @ o
utilities : 16.3

Trade : 17:3

Firamce, irsuramce, and : S
real estate : 11.1

Services : 15.6

Govermert : 21.7

Nonfarm self-employed ard  : o
urpaid family workers 4/ : 28.2

Tstal : 21:4

63.4
48.9
18.6

21

Petcent

71.1
59,6
32.6
31.3
26.6
27.4
19

23.9
32,7

58.5

70.8
52,7

32

19.4
23.3

32.5

37.6

69.5 69:4
50.7 52.6
31.1 31.2

31.6 2

26.5 26.2

27.7 97.9

Based on delreation of metropolitan areas 1n 1982.
Basad on delineation of metropolitan areas in 1970,
BEmployment: figures by place of work imclude “other”

norfarm wage and salary eployment.

Figures by place of residence imiude self-employed and unpaid agricultural workers.

Employment figures by place of work imclude ronfarm proprietors only.

So.n:ces U S. Deparmeri: of Cannerce Em'eau of Sconomic Aralysm. -
U.S. Department of Commerce, Bureau of theé Cemsus, Current POpulatmn Suwey.

91

BEST COPY AVAILABLE




Table 3—Y:S: nometropolitar employmert charges by ecoromic sector, 1979-84

— By place of work 1/

Item : 1979 1982 1979-62 charge

: Thousands  Percent Thousands  Percent Thousards  Percent

@@Eﬁi}lg’,%ogéé{a and * o o S = o
fisheries 3/ : 2,937 12.9 2,937 13.2 0 0
Minirg : 504 2.2 550 2.5 46 9.1
Corstruction ;883 3:9 722 3:2 -6t -18:2

Mamfacturicg . 4,510 19.9 3,958 17.7 -552  -i2.2

Tmmmtion and public ,,,,,, I i S o -
utilities : 8% 3.7 826 3.7 -1 L3
Trade P3,50 155 3,515 15.8 s w0

Fimme, imsurance, ed @ N . ;
real estate : 6 2.5 593 2.7 29 5.1

Services i 2,90 13 3,079 13.8 139 4.7
Govermmert ;4,033 17.8 4,048 18.1 15 0.4

urpaid family workers 4/ : 1,954 8.6 2,083 9.3 129 6.6

Total ;22,682 22,311 =371 -1.6

(cortimed)




—UJ.S. nommetropolitan alploymelt chargs by economic sectar; 1976-84—contimed

T e - - By place of residerce 2/
1979 1982 1983 1984 1979-1982 chatge 1979-84 ¢
: Thousards  Percent Thousands  Percert Thousands  Percert Thousands  Percent.  Thousamls  Percent Thousards
lture; forestty ard Lo . Lol . Lo o Do N . s o
eries 3/ 2,372 7.9 2,439 8.0 2,381 7.8 2,331 7.3 67 2.8 ~41
502 1.7 521 1.7 451 1.5 489 1.5 19 3.8 -13
uction 1,505 5 1,323 4.4 1,384 4.5 1,525 4.8 -182 -12.1 20
cturing 6,777 22,7 6;111 20.1 6,117 19.9 6,991 20.5 —666 -9,8 226
tation and public o - - N o . - , )
sportation 1,405 4.7 1,449 4,8 1,398 4.6 1,479 4.6 44 3.1 74
43778 16 5,191 17.1 5,246 17.1 5;53% 17.3 413 8.6 756
e, irsurarce; and o T _ o T o . -
estate 988 3.3 1.080 3.6 1,137 3.7 1,182 3.7 102 10:3 194
o5 3,822 12.8 4,283 14.1 4,53 14,8 4,707 14.7 461 12.1 885
ners 5,033 16.8 5,045 16.6 5,127 16,7 5,193 16.3 i2 0.2 160
n- self-a!plgied and o B - B ) B - B
d family workers 4/ 2,733 9.1 2,882 9.5 2,918 9.5 2,939 9.2 149 5:5 206
29,915 30,33% 30,695 31,930 49 1.4 2,015

ed on delireation of metropolitan aress in 1982.
ed on-delineation of -metropolitan areas in-1970.

loymert figures by place of work include “other”

lloyinéit figm'esﬂ"* Yy place of wox‘kf z iii‘.li.iié mnfém prﬁidétbxé orly.

Y U.S. ﬁgparmett b Camerce, mrem of Fcomnic Amlysis .
U.S. Departmert of Commerce, Buresu of the Cersus; Currert Population Sv.n.vey.

O

ERIC

Aruitoxt provided by Eic:

rorfam wage and salary employmert.
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FIGURE 1

Percentage Change in Nonmetropolltan Employment by piace of work, 1979-82 1/

- 1/ Based ou delineation Of
F . metropolitan areas in 1982
\ 2/ States where ~nonmetropolitan ¢

than metropolltan employment.ﬂ,

. Note: New_Jersey had no nonmetropolitan
rce: U.S Department of Commerce, areas in 1982.

Bureau of Economic Analysis.




emplcyees in 1982 than in 1979. Percentage gains generally were highest fn
the West; though the greatest decrease among all States occurred in Oregon.
Several States in the South and in New England also had substantial increases.

Besides Oregon, other States with large declines were located mostly inm the

Midwest and MidSouth. While normetropolitan areas overall fared worse than
metropolitan areas during the recession, in 20 States nommetropolitan employment
grew more or declined less than metropolitan employment. -Examination of figure

1 does not :zeveal distinct similarities in the location of these 20 States.
Although 20 States had more nonmetropolitan jobs in 1982 tham in 1979, - .
employment peaked in 1982 for only 10 States (fig: 2). On the othar hard, 22
States, mostly in the Midwest, Mid-Atlantic, and Pacific Northwest, reached
their greatest nommetropolitan employment in 1979. Another 15 States peaked in
1981, suggesting that they were not as vulnerable to the recession as States
peaking earlier.

Changes in nommetropolitan employiient have had more impacts on the economies of

some States than on others. In the early eighties, nommetropolitan areas- -

accounted for more than 50 percent of employment in 15 States, most of which
were west of the Mississippi River or in New England (fig. 3). Computation of

changes in nommetropolitan employment as percentages of total State employment

indicates that South Dakota, Mississippi, Idaho, and Iowa were most severely

affected by nonmetropolitan declines in the early eighties (fig. 4). States
bordering the Great Lakes generally were no worse _off_than other States where
nonmetropolitan employment decreased. Adjusted increases were greatest in -
Alaska ard Wyoming, States also characterized by vast rural areas. Computation
of adjusted changes in nommetropolitan employment suggest that nommetropolitan

decline or growth has had particularly significant impacts in soae States, and

that special attention may ne2d to be paid to problems ia these States.

Sectoral changes in nbnﬁétrbﬁbiitah,éﬁﬁlé&ﬁéﬁEWQEEié&,é&ﬁéidéfabiy among

States during the early eighties (table 4). Nearly all States experiericed
normetropolitan gains in services and finance, insurance, and-real estate;
declines occurred_in construction and manufacturing for most States, The
number_of States experiencing nommetropolitan decreases in govermment employment
was greater than the number where growth occurred; despite overall growth
nationally in nommetropolitan areas. Disclosure was_a problem for trade and
transportation and public utilities, but it _appears that the number of Stat ss
losing nommetropolitan employment exceeded the number of States gaining.
Agricultural employment in nommetropolitan areas decreased- nationally, but more
States gained than lost employment in this sector. Every State gained in the
number of nonfarm proprietors.

Dat: for the early eighties thus Support the findings of other recent studies.
Place-of-residence data since 1982 indicate that the private service imdustries

have experienced the most growth, a finding consistent with the projections of
Bluestone and Daberkow. The shifting balance between metropolitan amd -

nommetropolitan areas noted by Garmick appears to have continued during the

early eighties: While the end of the nomnmetropolitan turnaround suggested by
Richter may have occurred matioumally, it appears that regional differences in
nonmetropolitan growth and decline contimie. This regional variation is

undoubtedly associated-with the diveérsity of nommetropolitan areas identified by
Kuehn and Bender, arnd Ross, Green, and Hoppe.



FIGURE 2
by place of work, 1979-82 1/

Peak Year for Nonmetropolitan Emplnyment;

lj Based on de11neat1on of
metropolitan areas in. 1982’
Figures since 1982 are not
yet. available:.
surce: ﬁ S. Departmenf of Commierce, Note: zew Jerse{gg;d no nonmetropol1tan
reas in

Bureau of Economic Analysis.




FIGURE 3
Nonmetropolitan Shares of State Employment; by place of work, 1979-82 Average 1/

21 XS 8
1/ Based on delineation of mef¥opolitan
areas in 1982. Figures are percentages

of State totals.
e ﬁ.é. Bépérgméﬁt of ébmﬁércé
Bureau of Economic Analysis.
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FIGURE &4

Nonmetropolitan Employment Change as a Percentage of To‘al State Employment,

1/ Based on_delineation of = \;

. metropolitan areas in 1982¢~

Note: New Jersey -had no nonmetropolitan
areas in 1982.

ce: U.S: Department of Commerce,

Bureau of Economic Analysis.

by rlace of work; 1929-82 1/ )



Table 4—Number. tf stazes expenermrg increases or decreases in mmetropoht:an erploymer!: by economic sector; 1979-82 1/

(By place of work)

:  Nometropalitan - N 1979-57 charge in
Item : erplgngrg @s-petcert - States »xpetriemcirg - normetropolitan
: -of ratiomal mnmtropoiit:an -amploymert ... ... .. employmert as§ percént
.. (1979-82 average) Ircreases Decreases data disclosure of ratioral
Percert Nufnba: Péreért

Famm : 12.3 28 21 0 -0.7
ﬁgricult:ural services, fore,— o ) -

try, fishimg, ans other : 0.8 4 0 45 11.9
Minirg : 2.4 8 1 40 9.2
Corstruction : 3.6 8 36 5 -18.2
Marufactunrg : 18.9 2 47 0 12,2
Trarspotb:uon arrl pubhc : - L -

utilities : 3.7 13 24 12 -1.3
Trade : 15.6 it 13 25 -0.2
Flrame, msurame, and o - : B _

real estate : 2.6 39 4 6 5.3
Services : 13.3 41 1 7 47
Govermmert : 18 20 29 0 0.4
Norfarii proprietors : 8.9 49 0 0 636
Total nmber of States : NA 21 28 0 NA
Total percertage charge NA NA NA NA -1.6

NA Not apphcable. _ o

1 Based on delineation of met:ropolit:an areas in 1982. New Jertey had no normetropolitan areas in 1982.

Saurce: U.S. Department of Commerce, Bureau of Fcoromic Afriiyéis.
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A discussion of recent trends in rural labor markets is incomplete without a
summary of unemployment and. underemployment.l Declines _in employment; in the

absence of outmxgratzon, suggest increases in unemployment. _Underemployment,

sometimes. termed subemployment, occurs when employees. are required
1nvoluntarily to Work part time, or when  wages are 1nsuff1cient to ra1se 1ncomes

Tweeten 1978; . Nilsen 1979 Brzggs 1981),, Many ‘labor market analysts belzeve

that underemployment is better than unemployment for assessing the .
underut1lization of human resources. Each measure is difficult to estimate

accurately for rural areas.

Estimates of unemployiient rates in the seventies generally were lower for
nommatropolitan areas than for metropolitan areas (Schaub 1981; p. 3),; but by
1980, this situation had reversed (table 5): _In the early eighties, the  ___

nonmetropolxtan unemployment rate exceeded the. metropolxtan rate. natzonally and
in each of the four major census regions except the North Central (Daberkcw and
Bliiestone 1984, p. 18), ard by 1982 the gap between metropolitan and

nonmetropolitan rates had widened. Moreover; noumetropolitan areas fated wotrse
than metropolitan areas when unfavorable changes in unemployment rates were

combined with unfavorable changes in employment; though there was considerable

geographic diversity in these changes (Daberkow and Bluestone 1984; pp. 21-23).

Underemployment for nonmetropol1tan areas can be est1mated to some extent.
by two measures collected for the Current Population Survey persons working
part time for economic reasons and discouraged workers. Since 1973; both

neasures_have_been proportionally higher for nommetropolitan areas. than for._

metropolxtan areas, and the recession of the_ early eighties_had greater 1mpact

on part time and discouraged workers in nomnmetropolitan areas than in
metropolitan areas (table 6).. Incorporating these two measires w1th est1mated
unéﬁployﬁént allows the computat1on of an adjusted unemployment rate. As table

metropoixtan areas in 1978 and have been nearly 2 percentage pointsihrgher since

1982. Although there was some improvement in 1984, the number of involuntary
part—time workers and discouraged workers was st1ll higher than in any year in

the decade prior to 1982.

Summary

Earlier studies and the data presented here suggest the followxng .
generalizations abOut recent tremds in rural labor. markets. (1) Growth in
rionmetropolitan  areas - slowed considerably during the late severnties and. early
eighties. (2) This slowdown was greater in the Northeast and Midwest than in
the South and West. (3) Regional trends mask important subregional variation:
several States in the South and West had among the highest declines in = _

nonmetropolitan employment from 1979-82, and alil but one State in New_ England

experienced increases. (4) Metropolitan areas, especially smaller onmes,

tecently have growh- faster than have nonmetropol1tan areas: (5) Nonmetropol1tan
areas near metropolitan areas have experienced more,growth,recently,than,have
more remote nonmetropolitan areas. (6) Nommetropolitan America is becoming more
diversified, but the economic base of many rural areas still is characterized by
dependence upon a single, usually slow-growth or declining, sector: (7) Much of
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Tabie 5—U.S. nommetropolitan and metropolitan unemploymert, by place of residence, 197384 1/

Yomr Nometropolitan : Metropolitam
® ¢ Uneployed  : Unewploymerr rate : _ Uuemployed  : Uremploymert rate

1973 1,210 » 3,161 5.1
197 1,430 5.1 3,645 5.8
1975 2,260 8 5,570 8.7

1976 2,040 7 5,248 8

1981 : 2,603 7:9 5,476 7.5
1982 3,405 10.1 7,273 9.5
1983 : 3,460 10.1 7,257 9.4

1984 : 2;796 8.1 5,743 7.3

1/ Based on delineation of metropolitan areas in 1970.

Source: U.S. Departmert of Camerce, Bureau of the Census; Currert Populatzon Suévey
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Table 6—U.S mr;




the recent growth in nommetropolitan areas _has_occurred in the service
industries, a trend projected to continue through the eighties. (8)

Nonmetropolitan employment nationaliy has increased since the peak of the recent

recession, but recovery has been slower in nommetropolitan areas than in
metropolitan areas:. (9) Unemployment and underemployment rates in.

nommetropolitan areas have been higher than those in metropolitan areas during
the early eighties, and the differential between_the_two types of areas has
widened, Because unemployment and underemployment are inadequately
measured. for nonmetropolitan areas; it is likely the actual situation is more
dismal than the official estimates suggest. (10) Govermmental policies .
addressing the _needs of rural labor markets should be based upon_a_better
understanding of the diversity of nonmetropolitan areas and the forces

underlying growth, decline, and stability among and within regions.

Iesues and Topics for Additional Research

A discussion of issues and topics for additional research on growth,
decline, and stability in rural labor markets could be extremely wide ranging.
the rural development policy act of 1980; for example; calls for the preparation

of a rural development strategy which would take into account the needs to:
A. improve the economic well-being of all rural residents and alleviate
the problems of low-ircome, elderly, minority, and otherw’se
_ disadvantaged rural residents; . T
B. improve the - busiress and employment opportunities,_ occupational

training and employment services,; health care services, educational
opportunities; energy _utilization and availability, housing,
transportation, community services, community facilities, water
supplies, sewage ard solid waste management systems, credit _
availability, and accessibility to and delivery of private and public

financial resources in the maintenance and creation of jobs in

- rural areas; S e

C. improve State and local government management capabilities, -
institutions; and programs related to rural developmeni and expand-
educational aud training opportunities for State and local officials,

- particularly in small rural communities;

D: strengthen the family farm system; and e

E. maintain and protect the enviromment and natural resources of rural
areas.

Most of these needs relate directly or indirectly to-the provision of jobs or __
the enhancement of incomes in rural labor markets.,. A comprehensive treatment of
these topics is beyond the sccpe of this paper. The procedure here will be to
follow the general format of the preceding discussion and to focus on conceptual

models, data and definitional issues; and recent and emerging trends in rural
labor markets. Where applicable, attention will be directed to issues of

growth; decline; stability, and adaptability.

ea;, DD Il

It has been nearly 20 years since Brian Berry (1967b) outlined strategies,
models, and economic theories of development in rural regions. Berry and other
writers in the sixties used elements of various conceptual models to explain

rutal development; which was viswed largely as a residual of urban growth. The

widespread growth of rural America in the late sixties and early seventied came

as a surprise to some of these writers; and illustrated clearly that existing
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models were "ill-equipped to explain the new types of rural growth and changing

economic patterns found in the rural areas of the advarnced industrial society”
(Bradshaw and Blakely 1979, p. 33).

There remains a need for a conceptual model that accounts for leng—term

trends and can be iused to predict future changes in the growth and decline of

rural labor markets. Recent efforts, for example, to project nonmetropolitan
changes in employment for the remainder of the. decade and to interpret recent

trends suggest this continuing need (for example; Bluestone -and Daberkow 1985).
As Nelson (1984, p: 694) has noted, a "paradigm” for rural development would

enable analysts to Judge whether trends of the _late seventies_and early e1ghties

are "consistent with the nature of the structure of rural areas before the late
sixties and thus expected or whether the structure has changed and the
population and employment shifts should surprise us.”

Several writers recently have attempted to interpret changes of the late

seventies amd early eighties within.a conceptual framework. In his analysis of

nonméttropolitarn changes. in populat1on and migration during_the seventies,

Richter (1985, pp. 261- 62) interprets the turmaround at the beginning of the

seventies and the slowdown in growth riear the end of the decade as evidence of

convergence toward an equilibrium in mettropolitar/normetropolitan patterns of

settlement, which was earlier hypothesized by Wardwell (1977). Similarly,
Garnick (1984, p:.270) suggests that_regiomal growth and decline result from a

"to and fro” process in which an equilibrium is approached or reached as new

industries build where old ones contract.

Pérhaps a model that accounts for long—term and short term changes should

incorporate concepts in addition to or other than those discussed earlier in

this paper: Schumpeter's ideas on “creative -destruction” might. be useful for
understanding long-term change, as mwight Kondratiev cycles (Rothwell 1982).

Another possibility is catastrophe theory, which has been used by Miernyk

(1982, pp. 98-106) to interpret unbalanced regional growth and the recent
slowdown in national economic growth.

Theor1sts attemptxng to derzve models to exp1a1n and predict changes

should keep in mind the needs and abilities of politicians and other -

dec1sion—makers who Jdealiy would use these models_to formulate pol1cies for o

dealing with problems in rural labor markets: 1t is unlikely that policies will

be adopted if they are based upon conceptual models that are difficult to. . _._
understand and do not appear to conform to the rea1 world The cha11enge is

to explain the complex simply, but not so simply that important aspects of the

explanation are omitted.

Data and Béf—imlssues

Befzning tural labor markets and obtaining data for testing hypotheses based

upon_these definitions are two of the most cr1t1ca1 issues fac1ng builders of

conceptual models: Nonmmetropolitan is used synonyiiously with rural throughout

this paper, yet there are many rural people and jobs in metropolitan areas,

part1cu1a11y in the western United States., Rural portions of these metropolitan

areas may be more remote €rom the area's central city than are some nearby

nonmetropolitan comrunites. Although useful information about places of less

than 2,500 and open areas is provided by the Census of Population, it is not

prov1ded often enough for examination of ongoinmg, short—term trends.
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ﬁﬁrél,éréas,witﬁiﬁ,ﬁaﬁﬁéEEépéiitan;areag also merit more attention. Lichter and

Fuguitt (1982); for example, have found that there was a deconcentration from

1950-75 within nonmetropolitan areas as well as from metropolitan areas to
nommetropolitan areas. This-deconcentration continued to 1980, and during the

preceding decade, more than 80 _percent of the total growth in nonmetropolitan. .=
areas occurred outside places of 2,500 or wore population (Liéhtét;,?ﬁgﬁiEE; and
Heaton 1985, p. 9353ﬁwTﬁe,rural-labfr-markét;iﬁplitétibhé of this growth are

unclear, for it was only partly related to changes in the availability of jobs.
Again, except for decennial census data, it is difficult to explore Further the
relationships between strictly rural population changes and strictly rural

employment changes, a topic that _could be of much interest given the problems
experienced by nommetropolitan areas in the early eighties,
Aﬁbthér,iés&éiié;§§§ comparability of data for nonmetropolitan areas over time
and by place of work or place of residence. As_noted earlier in this

paper and recently by Bluestone (1984), employment trends and other data based
upon older delineations of metropolitan are itikely to be biased upward for

nonmetropolitan counties and downward for metropolitan counties because of the
older delineation's inclusion of counties subsequently becoming metropolitan;
Moreover; "ecomomic measures for nonmetro counties are likely to be_more . .
affected by reclassification than measures for metro areas because transition
counties have usually represented a sizable part of the parent group of nommétro

areas but a smaller part of the receiving group of counties” (Bluestone 1984, p,
9).

Differences in the base year for delineating metropolitan ateas also hinder

comparisons_between employment by place of work and employment_ by place

of residence: Annual place-of-work data available from the Bureau of Economic
Analysis are based upon the mos: current delineation of metropolitan; place-
of-residence data from the Current Population Survey are based upon the -
delineation of metropolitan areas_in 1970, Trends over time can be compared for
both types of data; however, it is difficult to deternine whether differences

are due to where employment is counted or to the delineation of metropolitan and

nonmetropolitan;

The most fundamental data issue is the inadequacy. of statistics for monitoring
and analyzing shor*-term trends in rural labor markets. Without siich statistics
it is difficult to test hypotheses or to develop policy for resolving rural
problems. As Hobbs and Dillman (1982; p. 7) have noted: "It is one_thing to ask

a question and quite another to ask a reseatrchable question.” _Efforts
encouraging govermmental agencies to provide timely, detailed data for asking
and _potentially answering researchable questions about rural labor markets must

continue; Additionally, current and potential users need better information
about and access to existing data.

Recent and Emerging Trends in Rural Labor Markets

While there unquestionably is a need to develop better data and more integrated
models of growth and decline in rural labor markets; little research is likuly

to be directed specifically to these topics. Most investigators probably will
use existing conceptual models to study smalier pieces of the total picture with
the hope that their efforts will lead to a fuller understanding of emerging
trends and their causes. There are many topics on which such efforts can focus:
and some of these will be discussed in the following section.
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and communication has led to more complete Integratlon of Nonmetropol1tan

America into the natiomal economy.  With this increased integration researchers

should examine further whether national growth and decline impacts = .

nonmetropolitan._ areas differently than metropol1tan areas. - - It would seem that

because nommetropolitan areas are less economically diversified than

metropolitan areas, they would be less able to-adjust teo decline or-to take

advantage of growth. Daberkow and Bluestone {1984, p. 16) nonetheless, have

suggested that “during a cyclical decline_in. economic activity or,durlng a

period of slow secular growth, larger disparities in_economic well- be1ng are

likely to develop among regions than between nonmetro and metro areas,” and that

“changes in_national fiscal or monetary policy to counteract or smooth the

business cycle may be more effective in reducing economic inequities among

regions than between nonmetro_and metro,areas.' The1r study, however was

is needed

Increased Atractiveness of Metrogel;tan Areas, Analys15 of data dur1ng

the_early eighties revealed that. nommetropolitan areas fared worse than

metropolitan aveas, and the availabie evidence since. 1982 shows that the.

nonmetropolitan share of employment has_ not reached levels of the seventies.

While this may be associated with differential impacts of the recession, it

could reflect an 1ncrease in. the attractiveness._or a_decline in_the.

unattractiveness of metropolitan areas. Richter (1985) reported that_

@etropolitan areas; especially smaller ones,fbegan to grow faster than. = _ .
nonmetropotitan areas during the late seventies, and Longino and others (1984)

demonstrated. that the. percentage of older Americans migrating to metropol1tan

areas was greater from 1975-80 than_in the last half of both the fifties

and s1xties, and that the percentage migrating to nommetroplitan areas decreased

from earlier time periods. Garnick (1984), as mentioned earlier in this paper,

?F9?9§§§,that nonmetropolitan: growth may slow in the exghties Because wage rate

being reduced, workers in metropol1tan areas are becom1ng motre w1111ng to

negot1ate -wage barga1ns and work rules more favorable to maintaining-and

creating jobs, - and community leaders in metropolitan areas are becoming more

sensitive to the importance of taxes in the locational decisioms of busiresses.

These findings suggest that factors influencing. changes in the relative ___

attractiveness of metropolitan and nonmetropolitan areas for businesses and

people may need to be reassessed.

Internatzonal MoneyeMarketmand the Abrllty of Nonmetropolitan Areas to Export.

Numerous writers have argued the importance of the_export base model for

regional developuent; and many nonmetropolitan communities Tely largely upon

exports for their economic-livelihood. At the national level, the ability to

export is_at_least partly dependent upon- the strength of the U S. dollar

relative to other currencies: If the value of the dollar is h1gh Amer1can

exporters often find it more difficult to compete with fore1gn producers where

cutrencies are weak. Conversely, “the lower value of the dollar on

intetnational markets serves to improve the potentrai.t.to meet_foreign .

competition” (Seyler and Lonsdale 1979, p. 183). Additional research. should be

undertaken to estimate the impacts of the value of the dollar on the ability of
nonmetropoiﬁtan producers to. eXport outs1de the Un1ted States and to identify

which nonmetropolitan areas are most affected by changes in the value of the
dollar relative to other currencies.



Foreign Competition. Ome of the most significant trends being experienced by

the United States and other countries is their integration into a global.

economy (for example, Editors of Business Week 1982; Naisbitt 1982). This
integration- has- contributed to increased foreign competition as low-cost =
producers elsewhere are able to sell in the United States at prices below those

for domestically made products: Increased imports nationally have strained the
financial situation_ for low-wage manufacturers, especially those in the South
(for example; Hanmsen 1979); and higher wage manufacturers in the nonmetropolitan
Frost Belt _have been hurt by imports and stagnant or declining demand in the
steel and motor vehicle industries. Aluminum companies and timber-products -
companies in the Northwest also have had to contend with increased imports and
stagnant demand. The problem of imports has_become severe emnough-that there
have been increased calls for protectionism and; as of September 1985, Congress

was faced with 300 to 400 bills to limit imports (Grady 1985).

There needs to be.more detailed investigations on the impact of foreign :
competition on rural labor markets. - Most of the discussion thus far appeats to
be relatively general and while foreign competition_is_certainly a.. .. .
problem, there has been little detailed investigation of the specific linkages
between foreign competition and economic decline in nomnmetropolitan areas. More
research also needs to be directed to. the shift of production from
nonmetropolitan areas to locations outside the United States. Growth of ,
low-wage manufacturing in Mexito just across the border from the United States,

whace there are now some 700 plants (Magruson 1985), is an example of the type
of activity that may be leading to economic distress in nonmetropolitan
communities.,

Reverse Investment. During the seventies, the pace of foreign investment in the

United States accelerated; amnd it appears that much of this new investment went
to established concentrations. of economic -activity (McConuell 1980);. Increased

concerns about international terms of trade may lead to pressures for adoption
of _laws (for example, domestic contert legislation) encouraging or requiring

Research is needed to ascertain the degree to which foreign investors have been

certain types of foreign prodicetrs to manufacture products in the United States.
locating in normetropolitan areas, the kinds of economic activities in which
investments have been made, and the likelihood of much additional growth from

foreign investment in nommetropolitan areas.

Deindustrialization and Plant Closings. Declines in manufacturing employment
during the seventies and since have convinced many. observers. that- the United
States is deindustrializing (for example, Bluestone and Harrison 1982).
Concerns about deindustrialization have been greatest in the Midwes~ and
Northeast ;- where numerous_communities depend on heavy manufacturing; and in
parts of the South and Northwest. Because a growing propotrtion of
nonmetropolitan areas have come to rely on mamifacturing as_the most important
part_of their economic base (Kuehn an’ Bender 1985), the significarce of plant

closings as an issue in rural labor markets has increased:
To date, there has been 1ittle attention paid specifically to nommetropolitan
plant closings. Notable execptions are Barkley (1978) who found that localiy

owned nonmetropolitan firms in Iowa were more likely to close than branch plants
of multiplant corporations, but because branch plants had higher out-migration
rates, they were more locationally unstable; Erickson (1980) who found that

nonmetzopolitan branch plants-in Wisconsin did not have a high rate of closuré;

and Anderson and Barkley (1982), who concluded that nondurable goods
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goonds manufacturers. Addltlonally, Miller (1980) ronc]uded that nat1onally, the

rate of ocat-migration for multiplant corporat.ons in nommetropolitan areas was

low, and that the rate of closure was lower for multiplant corporations thau for
independent firms. Further research on nonmetropclitan plant closings should

be directed to comparisons of the sxtent and characteristics of closings in

the eighties with those in the seventies and to variations in the abilities of
different types_of nommetropolitan areas to_adjust_to closings.. This latter

focus should include analyses of the kinds of employment that _are growing in

ateas affected by clos1ngs, the extent to whlch ccher employers have hired .
people losing 3obs and the characteristics of businesses re-opening closed

facilities.

DualeLabor,Markets., The_ concept of dual labor markets is based. upon the notion
of primary markets and secondary. markets for labor_ (Doeringer and Piore 1971,

pp. 165-77). Jobs in primary markets have high wages, good working cond1t1ons,

arnd- other favorable attr1butes, those in secondary markets have lom wages, poor
working conditions; and other unfavqrable characteristics. Many jobs in -
nomuetropolitan areas are considered secondary (Averitt 1979; Bradshaw and -
Blakely 1982): _The most_obvious are low-wage manufacturing; however; certain

types of jobs in agriculture, tourism, and other part-time, low-wage sectors .

also can be classif1ed as.secondary. . Even within some comparat1ve1y high-paying

sectors (for example, t1mber process1ng) there may be a sizable proportion of
secondary workers (Stevens 1979). Additiomal research should be undertaken on
the relative proportion of pr1mary jobs ard secorndary 3obs in rural labor
markets, on changes in these proportions over time;, on which nonmetropolitar.

areas have the_greatest proportions of secondary workers, and on strategies for

improving the economic well-being of secondary workers:

Growth of the~Serveee5—Seetors.; Data for employment in the 1ate seventxes anq
early_ e1ght1es clearly show that the serV1ces have performed better than other

serv1ces (Bluestoge and Daberkow 1985). Desp;te the strength of services, jobs
in these sectors on average are. somewhat low paying, and there are questions

about how long such jobs can continue "stoking. the economy” (Pennar _and Mervosh

1985). Moreover, many types of servzce jobs are “"nonbasic” rather than "basic:.”

Nonmetropolitan areas frequently lack the size, relat1ve location,ror site.
amenities to compete successfully for bus1ness or personal service firms..., the
serv1ce sector in these areas often depends upoti growth in another sector, such

as manufactur1ng, for_entry-level thresholds to be met before any growth can

ensue” (Seyler and Lonsdale 1979, p.. 183).  Nonetheless, some observers believe

that setrvices can contribute substantially to nonmetropolitan growth (Menchik
1981; Smith and Pulver 1981; Smith 198&)

markets is warranted. What specifrc types of service . 1ndustr1es have shown the

most . growth’ In what sizes of communities and in which_ reglons can services bte

considered “"basic,” and where are they more likely to be "monbasic”? How can

tural community leaders facilitate local growth of the services sectors?. . ._ _

Answers to these questions should 1nclude a thorough analysis of the potent1a1
of "retirees as a growth industry” (for example, Summers ard Hirschl 1985).

Aonessectorenependency,and D1versification.",Because many . nonmetropol1tan areas

are largely deperdert on one economic sector, diversification often is_suggested

as a strategy for economic development. Diversification may mean increased
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growth in services, but it also can arise from additional manufacturing,

Govermment, or energy-related activities in areas where these sectors are not
already the most important part of the. economic base. Manufactiiring, for

example, has contributed strongly to growth in agriculturally dependent areas
(Deavers and Brown 1985; p. 1i); but future gains in diversificatiun through

manufacturing are debatable,

At the patiounal level; it has been demonstrated that small businesses of -
many types have played a major role in growth and diversification (for example,
Birch 1979); and the promotion of small-business expansions and startups has
become a major_objective of economic developers. Small businesses; however, .

have a high rate of failure, and there is some doubt that they are a reliable
cource of new jobs in nommetropolitan areas. A recent report by Milier (1985,
p. 10) revealed that small, independently owned rural businesses "create many
jobs when new; but high failure rates and iow job expansion lead to net losses
after 5 years.” Miller further concluded that most new jobts in nomnmetropolitan
areas are created by affiliates of large corporatioiis.

Rural diversification through small business development, industrial attraction,

or other ways will be difficult. To diversify, nommetropolitan areas may have
to adopt _a strategy of adaptability or flexibility “to tive dangerously in a

battle of wits in a world of great uncertainty” (Thompson 1969, p. 25). -
Strategies for nonmetropolitan diversification need to be more clearly outlined.
Do_such_strategies vary by region, type of economic Specialization, and size of
community? Can rural labor markets survive in the absence of economic
diversity, and, if so, which types are most likely to survive?

People and Communities Left Behind: People and communities unable or umwilling
to adapt or to "hold on” often get "left behimd” (President's National Advisory

Coumission on Rural Property 1967; Whiting 1974). Those left behind are
characterized by high rates of unemployment, widespread underemployment, and low

incomes. The poverty level is a comiionly used measure of personal distress, and
the proportion of persons below the poverty level has lonmg been higher in -
nonmetropolitan areas_than in metropolitan areas. During the last 20 years, the
rate of nommetropolitan poverty has been decreasing, aud the gap between

nonmetropolitan and metropolitan areas has narrowed (for example, Seninger and
Smeedling 1981). In 1983, the poverty rate-In nommetropolitan areas was 18.3.

percent, a drop of riearly 50 percent-from 1959; in metropoltian areas the rate

had decreased from 15.3 petrcent in 1959 to 13.8 percent in 1983 (0'Hare 1985, p.

15). For both metropolitan and nonmetropoiitan areas, however, the rate had
increased from 1978-83, with the greatest gain in nommetropolitan areas.
Geographically, the highest poverty rates continue to be in the South; though
the gap between the South and other regions has narrowed substantially,
Nonmetropolitan poverty also has been concentrated historically in the South,
Ross, Green, and Hoppe (1984) have identified 10 percent of all nommetropolitan
counties as persistently low income and _most are in the South,. Hoppe (1985) has
demonstrated that while many of the poorest counties have remained persistently
low income over time, some have improved their status. Manufacturing and
services_have accounted for the most growth, but the contributions of these and
other sectors have varied from one time period to another. The contribution of
earnings to income growth has been considetably more important than ,
contributions of either transfer payments or property incomes in the poorest

counties (Hoppe 1985, p. 32). Despite some improvement, “over 25 percent of
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people 1n per51stent1y low—1ncome countxes faxied to earn enough income to

exceed the official poverty line” (Deavers and Brown 1985, p: 8).

sggsgaﬁtlal ’st'naes iiéve Beeﬁ tﬁade in aiieviatiné distress in rurai iabor

research. This need has been highlighted in the. early e1ght1es when

unemployment rates (including adjusted rates) and poverty levels._ increased from

the late seventies, and the gap between nommetropolitan and metropolitan = _

distress widened. Most of the topics already mentioned in this section have .
poverty-related implications and should be included in further research on rural

economic distress. Discussion also should-continue-orn emerging patterns of

distress, reasons for these patterns; the likelihood of long—term distress,

alternatives for alleviating distress, the relationship between incomes and

rural costs. of living, and procedures for measuring underemployment and
unemployment.

Diver51ty and REQional Trenﬁs;, If there is- one word character1z1ng rural .

strategies for dealing with rural problems. D1VerSICy occurs not only S
interregionally but also intraregionally._ Policies designed without sufficient

awareness of intraregional differences are as unlikely to be successful as those

developed ﬁﬁder the assumption that there is little Interregxonal variation.
Research should focus on these 1ntraregional dlfferences as-well. as
interregional ones._ _Case studies of specific topics contribute to a better

understandxng of intraregzonal variations and should be encouraged.

While there is much diver51ty in rural Iabor markets,,analysts should attempt to

find underlylng trernds and relate these tremnds to. conceptual models: Testing of

conceptually well-defined hypotheses may lead to more complete models;

investigators should indicate explicitly how awareness of diversity is both .

conceptually meaningful and useful for developing policy. The most insightful

research likely will be based on sound conceptual thinking and "hurch;

imagination, and creativ1ty, which are the essential _tools for_sorting today s
trend from tomorrow's countertrend” (Dillman and Hobbs 1982, pp: 416-17.)

CONCLUSION

Growth dec11ne, and stobilzty in rural labor markets will continue to ber

an important topic- for research through the remainder of the eighties. Wh11e

stability is probably the goal for most nomnmetropolitan cowmunities; some will

face rapid growth and- con51derab1y more will face. stagnatxon and decline. .
Factors _influencing change will vary among rural labor markets, and. analysts
will need to examine carefully interregional. diversity when considering

strategies for assistance. _Above all, flexibility to allow for changing

citrcumstances should be built into programs.

Whether or not am area's recent economic history is characterized by growth

stability, stagnation, or decline,,there are. likely to be people out of work or

with_low_incomes. Some of -these people may be chronically disadvantaged, but
others may. Baﬁeﬁexperienced economic misforturie comparatively recently. If

existing programs are unable to_help people in both groups, analysts of rural

labor markets should be prepared to help policymakers design new strategies.
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To be . effevtlve, programs - for he1p1ng resolve problems in rural. labor markets

should be based on a sound understandlng of how_recent trends_ fit into a. longer

Lerm pattern, on an assessment of the area's strengths and weaknesses. for future

development and on an awareness of strategies that have worked elsewhere. This

undoubtedly will require analysts to search beyond the cornfines of their own

experiences and academic disciplines. Policies based on a narrow view of

problems and their solutions are unlikely to be successful.
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DISCUSSION
Shelley Pendleton 1/

Thé future of rural America depends partly on its ab111ty to respord to
stability, growth, and decline: To do this, we must gather information on

how rural labor market areas respond to stable cond1t1ons or plan to change

or react to changes in population and ‘employment.- Making better informed

decisions in the future depends on understanding how the alternative

reactions and- -responses work under a variety_ of rural labor market

conditions. These comments will highlight several themes that were

addressed in Dr: Kale's paper as well as those emphasized in the )

discussion: I wiil conclude with the d1scuss10n of a figure which

summarizes factocrs used in researching growth, stability, and decline in
rural labor markets.

Historical Context ard Patterns of Change

Anigii¢ the. many tE?W§s,9f,thIS paper and dxscuss10n cne that stands out

pertains to tk > need to place an area's present experiences with growth,

declxne, or stab111ty within the broader context of its past experiences.
Much of the ionformation ava11able cn change comes from case studies that.

focused on areas experiencing a sudden change; such as a new plant . open1ng

or clos1ng. .Communitieg that have experienced simitar types of changes are

then compared with each other to determine the effects of that occurrence,

However; past experiences with change will have affected resources and

attitudes; and thus the ability to deal with recent changes. For instance,

wh11e, on the surface* two communit1es may be going through the s1m11ar

experience of losing a plant the one with a previous cXperience with.

sudden change may deal with the situation very differently from a community

whose only past experience with change had been with a slow, long-term
expected one (Ludtke; 1978).

In the 1ong run, most labor markets facc a var1ety of types of changes.
The resources, expectations, and knowledge of how to best plan for change
or react to expected or unexpected changes; are all affected by past

expetriences with change. Thus; incorporating this Information into the

study of rural labor markets would clarify why certain actions are or are
rnot takens

Conceptual%zatsonfand Measurement of Growth Dec11ne and Stab111ty

A second theme deals w1th the need to recognxze the d1ff1cu1ties in

conceptualizing and measuring growth, stab111ty, and dec11ne. Ident1f\1ng

what it is about a labor market that reflects an important change or a

unique period of stabilxty would encourage comparab111ty across studies.

instance; unemployment and employment figures may 1naccurare1y portray a

rural area's employment situation because of the number of seasonal,

part—-time and self—emp10yed persons who, in reality, reflect very d1fferent

1/ Shelley Pendleton is a sociolog1st with the Human Résources Branch of
the Agriculture and Rural Economics Division, ERS.
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patterns of work from-consistent, full-time workers. Measures of -
overemployment and underemployment would add information better reflectirg
the employment situation_ of rural workers_and_be_ useful _to_both_planrers
and policymakers in understanding the character1stics of potent1a1 L

employeES ‘and ava1iab1e jobsa Hniess we use measures to catch the many

an area. (See Su111van and Clogg, 1985 for further,1nformat1on on the
problems with measuring underemployment and alternative dimensions of
employment status.)

Changes in. labor markets may result in sh1fts in the populat1on makeup, due

to either 1atura1 iocreases or decreases, or due to migration. For.
instance, the opening of a new automoblle plant in an area may result in
the influx of men and families, while the growth in service occupations
would most likely result in an increase in women's labor force
part1cipat1on, w1th few new people ‘moving to the area. This; in tﬁ*h,

that have become two-earner fam111es.,,eonversety _the loss of a piant may

result in outmigration from the. area or in the upgrad1ng of credentials

requi'ed for certain jobs due to an oversupply of available, exper1enced
workers, To fully understand what is affected by these changes, and to aid
in the plahnlng for such changes, we should continue to measure how labor
market pérfotmancé differs for the Vérioﬁé groupé, according to

examined. Areas may appear to have similar industrial compositions over
time, while in reality there could be occupational differences that resilt
in very different opportunit1es and benefits for employees and their:
families, The nature of work itself may be affected by changes in the

occupational or induastrial structure: For instance; management technlques,

maternity leave, overtime, fringe benefits, flex-tihe, or working at home

may indicate changes in a given labor market area that would be missed
unless specifically identified.

Anot hier topic for study would be the monitoring of quality of life
indicators to Study the well=being of individuals and changing conditions

in labor markets. Other questions should be_addressed in discussing.

growth decline; and. stabilzty. _Given that an area has changed in some | way

over a period of time, when would this be considered an important change?
Similarly, how much time is needed for us to determine the actual effects
of a change? 1Is it appropriate to say that deviatiozs in employment or
population from a national-average indicate a significant Chéhgé” -
Alterhgtivély, is_a _deviation from a regional or similar_area' 's average the

basis for a better comparison? Must a change occur unexpectedly or within

a certain time period in order for an area to be considered growing or
declining?

Factors Creating Change in Labor Markets

Dr. Kale has emphasized the need to understand the “forces underlylng

growth, stabiiity, and deciine to understand the development and changes

occurriﬁg. In fIgure 1, I have identified several factors that affect
changes in labor @arkets that can be included in rural labor market
research. These factors are portrayed in three,groups' one identifying
those factors creating changes; 2 second group identifying factors to
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stab111ty, and a th1rd group. dealxng with factors used to indicate

respouses to change. In d1scuss1ng the flgure, 1t is important also to
mention the implied rec1proca1 causa11ty between the factors cteating
change and those _indicating responses to change. For instarice, the )
addition Qf a large employer to an srea could result in an immigration of;
say; younger, more educated workers; which could in turn make the area more

attractive to other éﬁplayérs; For the purposes of this discussion,

however, the figure is laid out according to the normal conception of the

causal flow:

Following are brief explanations of several of the factors I have listed in
column-1 of figure 1, which I see as creatirg changes in labor matkets.
Dr. Kale mentiots that; in the aggregate, rural areas are becoming ~_ _

diversified in 1ndustries., However, specific communities contimme to be

specialized or dependent on a single Industry. West (1978) has shown that

2reas are differenti a11y affected, deperding on the 1ndustry that is

dominant; For example, he found that growth in marufactiiting employment
increased median family i ncome, increased labor force participation,
rediiced unefiployiient, and rediiced 1nequa11ty, while growth in mining
reduced underemployment. In contrast; increases in recreational employment
resulted in increased population size, total income; totai employment, and

per capita income:. This demonstrates that, for policymakers, planners, and

researchers, it 1s extremeiy 1mportant to recognzze what an area wants to

accomplish with a planned change or to recognize what is likely given a
specific type of change. What const1tutes71ndustr1a1 specialization or
diver51ty should also be addressed in our discussion.

grOup1ng,,f9r the sake of brevity, under 1ndustries reactxons to the

business climate. Particularly for labor market areas that are able to

plan for changes, an understanding of how these variables affect an area's

attractiveness to potential employers is important. In addition, an
understanding of how these factors affect the structiite or makeup of the
labor market is necessary in prov1ding information about an area's. ability
to handle change. 1Included in this group of business climate variables are

the exporting of goods,; foreign investment and competition, the importance

of unions,; skill of available labor, structure of businesses, and size and

type of ownership (See also Anderson and Barkley, 1982, and Barkley,
1978.)

individuals, which includes available services, wages, type of envirnnﬁent,
and the availability of information:

When conducting this type ot research on rural 1abor market areas; we must
be aware of putting values on what we are study1ng. Growth is often viewed
as a very positive situation and decline ot stability as a negative

situation., These effects may; in the long run or in relation te the

indirect effects on other areas; be just the opposite: We must not view a

specific occurrence in isolation from the larger system of which it is a

part; or without knowledge of its past experiences with change. On a

similar note, we must be aware of the inherent biases of the indicators
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used to explain what is occurring in a market aréa and not overinterpret on

the basis of one type of indicator.

Examining the responses to change or

stability is imperative if proper decisions are going to be made by

policymakers and planners.

Figure 1
Fac:ors Creating Changes Conceptualization and Labor Market

In Labor Markets:

Specialization or diversity
of industrial ’empl oyment

Industries' reactions to the

zbility to continue
exporting, foreign
investments and competition,
importance of taxes, unions,
skill of available labor; .

size, and ownership structure
of businesses

Distance to urban areas
Regional variations

Metropolitan vs
nonmetropolitan areas
(What is rural?)

Grarotag poputatson
(age, sex, race)

Past experience with growth,
decline, or stability

Relative attractiveness of
area to individuals:
services,wages, environ
ment; and available
information

Public versus local
development policies

and progcams

.
ity
gt
»E

Measurement of:

Labor Markets

Growth, stability,

deciine

—employment _ B
ghéngugg size of
labor force _
compared with
~national averages
—-averages of similar

areas
changing size of labor

force in industrial
categories,
compared with
~national averages
—-averages in similar
areas
-population . ]
change in size and/or
characteristics

Pata and measurements
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RURAL LABOR MARKET LINKAGES WITH METRO, NATIONAL,

AND INTERNATIONAL ECONOMIES: TOWARD A RESEARCH AGENDA

Prady J. Deaton l/ 2/

markets and metro,,national,,and international economic forces to: .. (1)

identify major research issues, (2) assess the adequacy of existing data and

theories for researching these issues, and (3) assign priorities to the
tresearch questions. Accordingly, the paper will be divided into three
sections that emphasize each of these objectives. Clearly; these are not
mutually exclusive endeavors; So my approach is to become somewhat more
specific as the emphasis changes from one section to the next. _The first
objective is given greater weight in the development of the paper.

idéntliylngAMagorcPesearchglssues

Research issues grow from Cb@pléﬁiiptététtibhé among personal values,
theoretical perspectives, and social events including major economic -
phenomena. Accordingly; the first section of the paper establishes the
theoretical and personal perspective that I bring to this issue: Then an
appraisal is made of the major socioeconomic events which I see confronting

rural labor market analysts. An attempt was made to Juxtapose selected
aspects of labor market research from key economic writing against important

socioeconomic trends.

A Péégéééi and Theoretical Péégﬁéécivé

As a comprehensxve set of research issues is developed and priorxtxes
established, we should be reminded of some of the essential aspects of the
research process.;7Persona17va1ues of the researcner play an important role.
In my own case; this has led me to be highly skeptical of labor market
theory, particularly of the normative conclusions drawn from ostensibly

positivistic neoclassical theory. _Not _surprising then; the easy acceptance

by economzsts of the functional distrIbution of income accordxng to the

impl1citly efibedded in my early childhood where a man's (woman's) intrinsic
value was based to a significant degree on wi ‘lxngness and ability to do a
hard day's work.

I have not been able to accept the negligxble economic value placed on my

nexghbor who spent his days first beating rocks with a sledge hammer in our
creekbed road, and then; as he grew older, bottom1ng chairs wzth h1ckory
bark. - The acceptance of any concept of justice ioherent in the h1gh incomes
associated with "frivolous” activities in the entertainment and sports.
arena; not to mention high finance; is partially eased by human capital
theory, but then made more difficult by the world of windfall gains and

financial arbitrage in interunational markets which characterize today's

d651d.

paper, particularly the "Discussion” of Molly Killian: I want to thank

J. Paxton Marshall, David Kraybill, and Wallace Huffman for thrir thoughtful
comments on an eatrlier draft.



Accordzng to Fusfeld, the combxned 1nte11ectua1 forces of Menger (Austrxan)

Jdevons (English), and Walras (French) produced the principle of marginal

ut111ty that has served as the battering ram. agalnst the labor theory of
value, a concept that nevertheless lent itself to wide interpretation for
social policy. Unfortunately, marginal utility theory gained ascemdancy at
a tiﬁé wheh pblitlcal economy was mov1ng away from moral phllosophy and a

freefwhee11ng individualism... and the folklore of the self-made. .
individual” (Fusfeld, pp: 73-74): While a causal relationship from the

theory to the rationale may be inferred; it need not have been that way.

Thefnebelassicalieapeel spell has,ﬁbt easily:accom@bdated,the social

phiilosophy essential to public- policy formation. Piublic policy ptroceeds on
the basis of -interpretations of -constitutional and legal precedents to labor
relations and the_historical _and anthropological antecedents of labor market

structure; Recogn:zxng these factors pushes our search for intellectual

foundations (at least in my case) toward Vebieﬁ, Commons, Polanyi, and
Rawls. These writers have helped me come to terms with the apparent
paradoxes of more youthful observations, some of the 11m1tat1ons of a
narrowly conceived competitive economic model, and the need for etermal
vigilance against ideology cloaked in the folds of economic science.

Brzefly stated my analytxcal focus. on rurai labor markets is to identzfy

the iabor a110cat1on effects of social; technical, and ecomnomic changes in
order that we may understand their implications for income distribution,
poverty, and capital accumulation. Some of these effects _may stem
indirectly frcm the reallocation of nonlabor resoutrcés. Some degree of
success in this inquiry will help us toward the goal of providing a
foundation for social and economic policy formulated on the basis of
scientifically derived informations

My view of social welfare is that regenerative economic growth can proceed
most effectively when institutiomal processes atre designed in a way that
guarantees social justice. A Rawlsian perspective on this process argues
for policies that elevate the eccnomic status of the most disadvantaged
members of society, thereby, reducing the risk of poverty status for any

given person born in the future. This view holds important implications for

assessing labor markets and prescribing economic and rural development

policy.

Identification of Important Social and Economic Trernds

i‘iié timiﬁg of tiiis wbrkshop E'o'rtu'natéiy, in iﬁ§ 'opi'ni'oﬁ, E’oii'ow’s tiié Aii’:ériéén

Priorities for Agricultural Economistss” This gives me theiopportunxty to

draw on some of the ideas presented there and to extend them in ways that

relate directly to the formulation of research issues on rural labor
markets.

Deaton and Weber identified six trends and other shifts in international
policy orientations that have significantly altered the sectoral and spatial
organization of rural ecomomies: Here; I hope to extend our thinking on

their implications for rural labor mirket stiucture and performance. The

six trends posited by Deaton and Weber were:



Internationalization of . the economy,

Changing demograph1c structure,

Changing economic structure,

Decentralization of govermment,

Deregulation of key economic sectors, and

6. Evolving conception of justice and human rights.

U“J-\‘U-)\ N =
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Moreoyer, the authors argued that these trends must be 1nterpreted w1th1n a

contemporary pollcy setting wherein przvate power is belng central1zed and

marshaled for national political goals, which extend into the international
arena, a process they labeled as “neomercantilism."” Rural labor markets are
being rédéfihéd ih this process; and the chahgés pose serious anmalytical and

protectlon1sm of current policy shifts the burden of eco omic adjustment

onto the export industries. Accordingly, rural-based firms and employees of

agr1cu1ture and natural resource industries appear to be bear1ng an
inordinate share of the costs of protectionism.

These 1deas prov1de a starting po1nt for. 1dent1fy1ng 1mportant research

issues _related to the performance znd structure of rural labor markets. The

principal aspects of the above six pcints which bear on rural labor markets
will be subsumed under three broader headings: (1) structural adjustments,
(2) changing demographic structure, and (3) evolving conception of justice.
I will devote mc~: of my attention to the first of these topics, structural
adjustments; and will touch only briefly on the latter twos

Structural Adjustments

A range of concerns stem from structural adjustiients in the économy dtiven
by: (1) the internationalization of the economy, (2) technological change,
and (3) growing farm/nornfarm interdependence. Each of these forces have
altered_ rural labor_market conditions. I will briefly call attention to the

princ1pa1 issues that I see emergxng from each. 1In do1og so, it will be

useful to draw on three interdependent factors cited by Martin and Rochin
that affect labor relationships in a dynamic economy. In this context
structural changes may have the follow1ng effects:

1. The institutions for. matching labor supply and demand may

change in concert with the structure of 1ndustry and the

composition of the labor force. These factors combine and

power baiaﬁce and bargainlng posit1on change. between 1ndustry and

workers and among competing groups of industries and .orkers.

3. Public policies influence labor market structure and petrformarice
both d1rectly and ;gJirectly. In addition to a legally defined
frameaork for §ﬁécific dutiéé, réspohéibilitiéé, and pérﬁiiSSible

welfare, and 1mm1grat1on policies, shape the outcomes of rural

labor market performance.

Internationalization The paradox of neomercantilism is that the U.S.
economy has become more opén and; therefore; vulnerable intetnally while
selected protectionist policies are maintained externally. Foreign direct
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investment in the U.,S. has incteased over five—fold since 1974, from $25
billion to $135 billion in 1983. Foreign investment in mamufacturing; _

particularly in chemicals and food-reiated industries, makes up roughly a

third of the total: But_ banking and wholesale and retail trades have been

growing sectors for. foreign 1nvestJrs.7 1 have seen no 1nformat1on on the

rural-urban composition of these inves“ments. Undoubtedly, these
investments are having significant influerces on the rutral labor matkets.

be. derived from free trade. Hoﬁever, a number of probiems may be cited that

draw into question the relative effects of a more open economy on riiral
labor markets.f Addre5s1ng goime of these problems will give us insight 1nto
research- priorities. Ihefsocial forces and/or,pol1t1cal ideology that have
led to a realigmment of the doméstic écbnbmy along neomercantilist. lines

and tend to diminish public attention. ngen to structural features that

address broader social concerns. An example of this growing 1mbalance, in
my Judgment, is the current attempts to prov1de adjustment assistance to
workers in shoe factories in the United States who are losing their jobs to
foireign ccmpetition. Accotrding to recent press reports; public welfare
programs were S0 d1smantled that ‘Secretary of Labor, W1111am Brock, simply

workers.

First, commodity and factor trade impediments may lead to serious resouice
misallocation both among countries. ana within countries. The latter is our

to. point out that uninhlbited commodity trade results in a tendency toward

1nter—country factor-price equalization, even with factor immobility.
Product and factor mobility are substitiute sources for equalizing factor
prices; say labor. 1In the ptotectionist economic enviromment toward which
we appear to be moving, it is essential that the costs and benefits of

alternative protectionist policies to the rural labor market be carefully

assessed. Relatively 1ittis attention has been given to this issue.

Commodity trade impediments stimulate inter-country factor movements in
ordetr to equalize factor prices. -Floystad argues that intetnational trade
lowers the real wage rate for trading sectors and the ratio of the_real wage

rate to the rate of return on capital, if labor is the scarce factor: Given

the substantial capital inflows into the United States in recent years, the
potential for high rates of capital return as compared to the rates of real
wage growthfhas undoubtedly been a major attractiov to foreign investors.
Relatively free commodity and capital flows have been important in this
process.

These intermational forces placc adjustmént burdens on 1nterreg1onal labor
markets within the United States. Their outcome depends on the sectoral
compos1tion ofweach region and thefrelatlye 1nc1dence of laborfsuppl1ed by
immigration. I have seen relatively little theoretical or empirical
research to guide our inquiry on this matter. The writing of Thirlwall



provides a framework for assessing some of these issues. 3/ His emphasis
on the cumulative effects of factor movements on regional growth is
particularly appropriate. I will return to this “"cumulative causation”

ﬁ weii—defzned generai equxlxbrrum approa"h may be needed in order to

cieariy speczfj sectoral labor demand amd factor Subst1tution. Bowles
(1984) and Psacharopoulis and Hinchcliffe (1972) developed methods for -
examining elasticities of substitution that complement the work of Schuh

(1962) and Gardner (1972) ‘These micro approaches need to be integrated

A second zmportant matter is the rate of market adjustment set in motion by
international factors. The efficiency and magnitude of international

capital flows may create economic dislocations that are more abrupt than in
the past. thce, from a policy perspective a premium is placed on the need.

sudden exogenous shocks to the rurai labor markets. To my knowiedge,,

research has nit yet established the sectoral and reg1onal implications of
these capital flows, much less the role of broad educational training and
job specific skills in mitigating both personal and social costs of job
d1siocat19ns that stem from specificvmacroecpnomic policies and financial
market rules that alter international capital flows.

Some creative work is needed that draws orn the contri§§ti§n§ of Coyte and

others who have anai&zed sorting. mechanisms in labor markets and the role

that. specific human capital plays in altering piobat1onary contracts in
labor markets. Both formal and nonformal work arrangements may be affected
by international economic forces. For example, have quit rates been altered
by the growing uncertainties in the rural labor market? And; are training
programs éppraptiatély matched to the_ laborers' needs_for upward mobility?
The _employer's share of . earnings may rise under conditions_that create

greater risk aversion on_the part of the workers in the absence of enhanced

skill training. The distribut onal consequences of these economic
adjustments could be quite important in the long run.

Parsons prov1ded a general approach for studying quit and layoff behavior in
the labor force: The basic theory underlying economists' concern for quit
and layoff rate analysis should be understooa. The quit rate reflects the
voluntary departure of workers from a given job Most likely, qu1t rates
they have gained new skills, either on the job or through training programs.
Layoff rates reflect the managers' control over the work force and will vary
as_the demand for industry's product varies, as new technologies displace
workers with inappropriate skills, and as bargaining power changes between

workers and management.

thefworkers andfbyfthe changing composition of the job market,,particglarly
within commuting distance. Moreover; management is more likely to offer
training in specific and general skills to younger workers, especially when
other couwpetitive johs are anavailable: Ciearly, the decision environment

is éaaaiéi 56& risky. Acjuah and Hushak applied the model to study quit and

3/ David Kraybill called my attention te the part1cular relevance of this
article by Thirlwall.
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layoff behav1or among. manufactur1ng plants in southeast Ohics They fournd a
negative correlation between workers over 55 years of age and f1rm—f1nanced
specific-training in their layoff equation; support;ngftheoretlcal i
expectations that specific training is most generally directed toward

younger workers. . S1mllar1y, they found a positive, sigrnificant. coefficient

of education in the qu1t equation and a positive. relatxonshlp between rate

of quits and workers over 55 years of age. The authors argue that these
relationships indicate that workers have not acquired significant
worker—finarced spec1f1c training, patticularly because of the unexpected
Creater mob111ty of older workers. Within the tregion; firms could cut back
on employment without. losing. f1rm—spec1f1c human capital. Costs of

adjusting to alternative jobs were not large for the workers in this area.
This approach hoids prcmise fnr understénding both reiatibeiy isolated rural

1ntertwined7w1th ;nternat;onalfmarkets, Unfortunately, such research has
not captured the imagination of most agricultural economists. I believe it
should be g1ven greafer emphas1s, part1cular1y the d1str1but1onal

economic uncertainty.

The Southern Growth Policies Board (SGPB), a policy researck arm of the
Southetrn Governotrs' Association, has called attention to research needs in

this _area.__A recent position paper argues that: "iucreasing foreign

ownership and control of Southern businesses will alter traditional

responses to import substitution...

Industries will become less unified in demands fotr protection, and
state govermments will be faced: with _the prospéct of exercising a
greater role in setting nationa] trade policy or forfeit control of 1LS
impact on their economy:" (SGPB, ps: 12).

The principal impacts lie in the changing opportunities for rural workers
and for public services in their comnunities, their tax bases, and their

barga1ning power. The SGPB points cut that 24 percent of the $223 billion

of foreign assets (1982) and 2.4 million employees in fore1gn—owned
businesses .re in the South (SGPB, p. 13).._ Undoubtedly, this increased
openness wiil place a premzum on the use of resources that are relatively

cheaper in the United States.

A; hiSt’(ji‘yibf public education and extensive vocational education programs in
the United States guarantées some minimum skill level in the work force that
seems to be proving attractive to foreign capital. Higher skilled labor is
able to attract capital from the international market into these areas of
highest skill demands: In this sense, investments in human capital provide

one of the strongest incentives for industriail attraction for any region.

In the absence of restrictive policies, the process works in the
international market as well as in the domestic economy. When the next
chapter on international cap1tal mobility is written, my hypothesis is that
human capital will be a significant factor influencing the pattern of
investments in this and other countries.

Two additional aSpects of these changes hold Important research
1mplications. First, the personnel polir1es, training programs, and
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incentive systems being . applxed in foreIgn—owned flrms may revolatlonlze our

understanding of labor relatlons.AA/ Whether union leadership will be able

to effectively involve workers under the changing environment must be one of

their chief concermns. Cultural d1fferences and varying degrees of _worker.

involvement in management decisions will alter our ‘understandiing of property
rights in occupations and positions (Commons): Research into this topic

would be extremely valuable in helping understand changing productivity and

the concept of the post-industrial worker.

A second issue is_ the chang1ng pol1t1cal econoiny of commun1t1es that are .

heavily affected by international investments. The SGPB suggest.s that State

governments have new incentives to become involved in setting pational trade

policies: The evidence on this seems overwhelmingly supportive of this

views Bas1cally, we-are experiencing a new pattern of social control over
the market ecoromy (Polanyi).

At the same. time; Gruchy argues that the post—OPEC concentration of energy

and power has not been seriously analyzed, He views "workable competition”

arguments. as perpetuat1on of a myth des1gned to enable large corporrations to

continue to exercise ecoromic and political power. behznd a compet:tive

facade. A similar view of the "information society is expressed by Melody.

He argues that the oligopolistic character of most national and global

markets will be revealed more clearly under an open, internationally
oriented economy.

These views suggest that the 1mportance of the 1nternat1ona1 economy may be

in revealing the “true"” nature of capital organization, decisiommakirg, and
power. Oligopolist1c models_reveal that relatively less labor may be

employed in the oligopolistic sector; but wage rates will still be
competitively determined and will be equal across sectors, ceéteris paribus.

However;, labor market adjustments across sectors and space will be affected.

We do not have a clear understand1ng of these issues at this time.

The changing natute of federal1sm, a concurrent if not interreiated

movement, provides an enviromnment for_a fundamentatl reassessment of power

and authority (Jequier): The implicationms for the workers' share of

earnings under changing power balances would appear to be a fruitful topic

for several. d1sc1o11nes and may provide 1n51cnt into the dxstr1bution of .

wealth and income which were not uncovered by the neoclassical approach used
by Williamson and Lindert to study the history of income to wealth

distribution in the United States. Their focus on employee wages as the

principal explanatory factor shaping the size distr1bnt1on of income may not

be substantiated under_ the new economic envxronment. Wh1le international
capital and goods flows are as old as economic h1story, their unfettered

impacts have never been so pronounced nor - concurrent with shifts toward

decentralized governmental authority and financial conttol. Local

governments have been left in a quandary about their future prospects.
The mix of rules of the workplace, government reSponses to decentral1zat1on
varying approaches to human capital development, and the consequences of

41 T am indebted to Bernal Green,,ERS—USDA for first ca111ng my attention
to  the importance of this issue several years ago. His insight was well

ahead of either broad public attention or empirical research on

worker—employer rélations in foreignowned and managed firms in the United
States.
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these changes for pub11c 1nfrastructule w111 alter w01ker product1v1ty in

unseen ways. Identifying the interaction of factors that contribute to
labor productivity should be a h1gh—pr1or1cy research item. Labor
product1V1tv is an important conceptual issue in any. theoret1cal framework
putitakesfogrlncreased importance in the disequilibrium perspective of
Kaldor and ThirlwaII; a topic to which I will devote more attention in a

Technological Change. The 1mpacts of technolog1cal change penetrate more

rapidly and deeply into rural labor markets today than at anytime in the
past. Enhanced comminications networks and deregulations of key economic
sectors expose rural areas to exugenous forces. The extent of this. exposure

is_now due principally to_the Federal Govermment, though State govermments

appear to be initiating. pol1c1es to reestablish a degree of publ1c control

over State economic affairs. Uneven application of State policies may only
further d1stort the resource allocat1on process. Rural labor markets are
likely to be the involuntary, residual claimant on the costs 1mposed by

these p011c1es.

The re1atxonsh1ps of technolog1cal change to wage rates* labor demand

factor proportiouns; and soc1a1/psycholog1cal aspects of labor product1vity,
work intensity, and satisfaction provide unlimited research opportun1t1es.5/
The nature of techn;cal change is varidd and often subtle, points that tend
to get lost-in the "megatrend” nomenclature of which we are all. willing

victims. Glen Johnson prov;des a summary .of . some of the 1mportant sources

sector. These 1nclude advances in cellular molecular biology (genet1c

eng1neering) electronic developments for sensors and managerial control of
production andﬂmarket1ngfprocesses agricultural engineering advances; and
chemical and biological innovations (Johnson;, pp. 13-16).

The po:nt be1ng made is. that applIcatlons of new. knowledge are. qu1te :

pervasive: The older, traditionally low—wage 1ndustries have d1scovered
"h1gh—terh advances that lower product1on costs. Chem1cal process1ng

;nnovat1ve plants to stay,ahead ofﬁfore1gn compet1t1on and diminishes the
incentive to move production abroad into low-wage economies.

We have seen very rap1d adJustments take place in. wage expectat1ons.

Trad1t10nally hxgh—wage industries such as steel and autos now face serious
adjustments 1n wages. Workers already d1sm1ssed from those sectors face

of the,economy. ,The sectoral 1mpl1cat1ons of these Changes forrworker
attitudes; risk perceptions, job attachment, and training should be

carefully appraised:

The geographic impacts of technological change may be pronoinced. Given thé
pSychic differentials between many urban and rural areas (Deaton; Morgan,
and Anschel; Hoch); more rapid migration away from urban centers would be
shifts of both firms and people may be realized in more subtle and complex

moves among. remote counties, interstate corridor counties, urban fringe amd
expected ceteris”parlbus. This may be too overs1mpl1f1ed as the geographic

) 5/ -An excellent exposit1on of the behav1oral and social science research
knowledge on productivity is contained in the collection of articles
recently edited by Brief (1984).
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urban core location's of economic constellations (Rosenfeld arnd others).
The_Loschian framework has diminishing appeal as a theoretical framework for
analysis as communication and transportation s&stéﬁs become more efficient.
Yet, the findings of Rosenfeld and others point to space and/or

agglomeration economies as factors of continuing importance. While space
has been conquered to some degree, human capital and the cumulative effect
of technology and wage changes have become even greater research concermns in
my opinion.

As the_ labor market has become more spec1a112ed it appears to have become

more drffxcult for htgh—wage skxlls to move laterally into other high—wage
industries. The potential for a very substantial drop in earnings for a
high-wnge worker has increased. The path up is narrow and steep; a step to
the side may result in an uncontrolled fall downward. A safety net has not

been constructed.

Research by Psaeharopouios and Hinchciiffe reveal that the elast1c1ty of
factor substitution between labor and other i nputs is greater at lower
levels of education. As the ratio of capital to other inputs iacrease, a
wider differential emerges between the earnings:of secondary education

graduates and those of workers who have higher levels of education.

However, if lateral moves are impeded by specific job skills that match a

specific mix of speC1aixzed machinery, workers may not have the. flexibility

to move into other lines of work with earnings potent1a1 near the1r current

levels. 1In other words, less flexibility and greater risk may be associated
with more specialized human capital.

assessments of the interdependency among changes in technoiogy,

institutions, human capacity, and biophysical capital (Johnson). All have
important bearings on labor productivity in the process of economic growth,

As Johnson observed in a different context, it is more important to get )
together packages of the four in appropriate proportions than it is to spend

time trying to estimate their separate contributioms™ (p. 18), Labor mark=st

analysts can take a lesson in this regard: Identifying appropriate packages

of factors that contribute to productivity and social well-being should be
the objective of labor market researchers. 1In addition, analyses of
changing factor shares under significantly changing technological conditions
could yield insight into wealth and income distributions.

Farm/Nonfarm Interdependence. Rathet than bemg a major driving force for

labor market changes, this area represents a coming together of diffuse

social and economic forces driven by technical change, transportation and
communication advances, and the improved social enviromment of many rural

communitics.

concept of the H.S. Department of AngCulture 6/ that included as one of its
6/ Cochrane s 1nvited address to the 1974 meeting of the American
Association of Agricultural Economics also proposed a new name for a

modified USDA to be called the Department of Food, Agriculture and Rural
Welfare. A name which appears to recognize the public role of promoting
cheap food for domestic and foreign consumers as ﬁtll as streungthening the

agricultural industry and promoting the well-being o° rural people.
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three principal objectives "the promotion of rural economic deve10pment and
the improvement of rural welfare” (Cochrane, p- 996). He was part1cularly )

concerned about the poor_quality of primary and secondary education in rural

areas and; in_the_same. report, called for a coordinated human resource

policy that included programs in five areas: (1) education, (2) health care,

(3) worker benefits and protection, (4) housing, and (5) community
recreational service (p. 994).

Although his prescript;ons were made on the presumption of demand pressures
and resource scarcity in agrlcuiture, they seem even more relevant under

today's food surplus and the adjustment problems confront1ng agriculture and

rural communities. In spite of well-known adjustment processes associated
with the technological treadmllls of a competitive agricultural. system, it

is only recently that the public appears to recognize the important

interrelationships linking the farm and._ nonfarm sectors of the rural

economy. The depression syndrome apparent in the Midwest has captured the

attention of researchers as well as entertainers; 2/

Huffman (1977) summarlzed the general growth context within vhiéh,farm labor
flows can be described. He pointed to three sources of adjustmenti

1. Families may completely sever thexr farm sector ties by shifting their

labor completely to the nonfarm sector. This may or may riot be

associated with a family move to another living enviromment.
2, As children come of age they may leave agricultutre while parents
] continue farming until retiremenmt, -
3. Workers and families may stay on the farm and one_ or more famxly
members may take nonfarm jobs while they and others work full and
parttime on the farm: Multiple job holding may occur for one or more

family members. (Huffman, p. 1054)

These adjustments in the agricultural sector are common elements of economic

growth. This-contribution to general economic. development has. been. well

documented. Interactions between farm and nonfarm sectors today are more

complicated than have generally been recognized and hold important

implications for rural welfare, public pollcy,rand population settlement

patterns. The relatzvely rapid growth in rural manufacturing employment and
contznued 1nfrastructure development 1n rural areas suggest that further

One view. of the 1nterrelatzonsh1p between the farm and nonfarm labor

markets is_ that the farm tabor market serves as a residual catch—all when

nonfarm work is .navailable; Mamer cites work by Fuller and Van Vuuren to
support his argument that the farm labor market is a salvage: labor market in
which farmworkers face increased competition from nonfarmworkers in cyclical

troughs. This view argues that an asymmetry exists with more workers moving
from nonfarmwork to farmwork than vice versa.

Mamer's argument places a rea1 burden on. analysts., If agriculture

.epresents an open, ready-access market for labor that has essentially zero
s1lvage value, then the burdens of adjustment fall disproportionately on the
rural farmworker. Under these circumstances; increased welfare for rural

7/ The Farm Aid benefits held by popular entertainers in September 1985

were patterned after similar performances held for drought victims in

sub~Saharan Africa.
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workers in agriculture depends on a sufficient growth rate of nonfarm
employment.

Adams and_ Menkhaus explored intersectoral labor market relat1onsh1ps by

spec1fy1ng a simultaneous equat1on model of the regional demand arnd suppiy

of hired farm tabor: Their aim was to determine the impact of growth in the

mining sector on the agricultural hired labor market: Ever in the absence

of d1rect subst1tutlon between m1n1ng and agricultural employment _the

other”studles., This may be partlally due to the 1arger reg1ona1 def1nit10n
than aaé used zn earlier studies; part1cu1ar1y fhat of Schuh. They found a

1n the mining wage. They feit that th1s result _was not,due to_ d1rect

subst1tut1on. Rather, their conclus on that agr1cu1tura1 labor is affected

by mining appears plausible based on high multiplier effects, not on its
direct influence on agricultural labor.

Sumner found a strong positive wage elasticity between farm and nonfarm
work. He found that a lO-percent increase in the wage rate offered to

farmers implied an ll-percent increase in the hours of work off the ferm.

While the labor supply could come from an increase in total hours worked, he
felt it was most likely due to a reduction in hours of farmwork: This
off=fatrm effect indicates a high degree of flexibility in the use of
operator labor. on farms. This f ex1b111tv suggests that human cap1ta1 can

than that aggaéiaféa with complete entry and ex1t of the farm fam11y. These

and nonfatm labor markets and the reduced job search costs and
trausportation costs associated with structural changes now occurring in the

economy.

Sumner also found that the educat:on of wives is. complementary w1th the
farmer's time at either farming or nonwork activities and that the.

contr1but1on of work hours in e1ther sector to variance of income depends on
the underlying uncertainty of relative prices of risk reduction. The
greater the gain in expected farm earnings from specialization, eSpeclally
rxsky farm_enterprises, the greater the gain from using off-farm work to

reduce income variance.. Thus,; his analysis suggests that more onfarm

specializat1on 1mp11es a greater incentive for off-farm work as a form of
diversification to protect against risk.

Deaton (1985) and Deatorn and Weber developed a similar argument that
sectoral interdependence within a given local labor market shirts the r1sk

environment for rural househelds:.  Briefly stated, their argument is that

the growing proportion of farm households, which. depend on_nonfarm labor

earnings, creates reduced income risk for the quasi-farm housechold: The.

lower risk may, in turn, st1mu1ate more 1nnovative exper1menratlon on the
farming side of the family s portfolio. This argument is-based on an -
expansion of the Just-Silberman classification combined ‘with contributions

by Patterson and Marshall and by Tom Johnson. Deaton (1985) hypothes1zed

that greater diversity will emerge both on single farms and among farms in a

given geographic region as capital-intensive onfarm techmologies are adopted
due to relatively higher priced owr-household 1labor.

Note that this argument runs counter to Sumner's in that it points to the
availability of off-farm work as the principal force for greater
136
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diversification on the farm:. We should attempt to determine which way the
causal pattern operates because it has major poiicy implications. Clearly,

greater specialization on the farm cannot result in more nonfarm work,
unless that nonfarm 1§ available. This places increased importance on
nonfarm job development in rural areas. Hence, it is the availability of
nonfarm work that leads to greater diversification on the farm. Otherwise,
the higher risk _factor of specialization would diminish the tendency toward
specialization except at extremely high rates of retutn. However, it is not
clear whether more risky enterprises would emerge in more specialized
enterprise zomes rather than areas of diverse enterprises: We could see
greater specialization on a given farm; but relatively greater ;
diversification within a community or within a region of the country in

areas that were formerly highly specialized.

Advances in knowledge in this area will require a much more thorough and
careful assessment of household labor allocation in rural farming areas.

Factors underlying risk percéptions must be understood and subsequent

behavior observed for capital and labor use in f2rming. Longitudinal panel
studies are essential fcr understanding this dyr mic process. It is an -
important issue because so much of agricultura! and rural development policy
is based on assumed relationships that may not be substantiated by research.

Labor market responses are shaped by household decisions made under specific

conditions: Economic sectors do not respoind devoid of the socioeconomic
context that is specific to given communities.

Diversification of rural job bbﬁb;ggﬁggiéé appears to hold promise for

alleviating rural poverty (West; Kraybill amd others; Scott). Most likely
these results stem from broad-based changes in the socioeconomic context of

target communities and not farm—oriented price .and income policies.

Holt argues, for example, that agricultural labor policy. appears to have had

little impact on the welfare of farmworkers, who continue to compare
urfavorably with other occupational groups (pp: 1003-04). He argiies that

the placement of agricultural labor following the Wagner-Peyser Act resulted
in literally millions of seasonal agricultural job placements with

relatively little improvement for the conditions of rural farm workers.
U.S,_agricultural labor poliry appears to have done quite well in assuring
an adequate supply of labor to agricultural employers_and maintaining low

cost food for consumers, but has not achieved its objective of improving the
employment earnings and working conditions of hired agricultural workers,

Research should be directed toward examining whether or not the increased

integration of farm and nonfarm markets stimulated by the o
internationalization of the economy and structural chang2s observed earlier

in_this paper have had any positive effects on farm labor conditions. An
intergenerational view of these issues would bé useful: With the growing
specialization in agriculture; a substantial investment of resources may be
required to build the information and institutional bass necessary to meet
future seasonal; agricultural labor needs (Hold, p. 1005). Diversification
of rural economies is not an adequate strategy for meeting labor needs in

many regions of the United States;

Section 303 of the Comprehensive Employment Training Act (CETA) of 1973

established a network of job-training and worker-upgrading programs for
current and former farmworkers. The program attempted to use vocational

training and basic education to move seasonal farmworkérs into full-time
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remunerative nonfarm employment. The size of the rural labor force and thé

bottomless well of new labor entrants rendered the program relatively
ineffective (Holt)

The po;nt of these observations is that structural changes in the economy,

which are responsive to policy initiatives; may be fiore powerful than

training and placement programs for_ensuring the well-being of the riural

labor force. Human capital programs of health and education would encourage

greater labor force participation, as would reduced racial, gender, and age
discrimination (Scott, Smith, and Rungeling).

Changing Bééogéaphie étructijre

The penetratlon by womer. nd m1nor1t1es into the traditionally white male

job world is a force that is transforming the labor market.. By 1982, over

half (53 percent) of all women of working age were active in the labor
market; up from 38 percent two decades ago. - Women made up 43 percent of the
workforce in 1982, up from 34 percent in 1962. Also, the labor force

participation rate of women tends to be cyclical (Thurow).

The uneven incidence of business cycles is widely recognized, though the
pattern_is probably changing a_great deal with the structural changes.
described in the previous section. An analysis by White, Willis and Banks

revea'‘ed the demographic. consequences in the South, - Their analysis of _

69,000 employed persons over the 1965-70_and 1970- =75 time periods revealed

that black females showed the most striking gains during_the former period,

a period of healthy natlonal economic growth. In contrast, the 1970-75

period was marked by sharp economic fluctuatlons and a general down nrn in
the national ecopomy. During this time period, black females as a group

experrenced little if any wage gains, whereas the wages of white male

workers continued to grow.

The post—l980 wage deceleratlon experienced in the economy is partly due to

awlabor force growth rate roughly half of the expected value (Vroman). 8/

Consequertly; the impact of future growth on_ lowerirg uremploymer.t w111 be
corsiderably less than_expected due to the slack ir the labor market. Real

wages. are procyclzcal being driven by overtime hours ard by job changes.

Bils fOund that a l—percent reduction ir uremp‘oyment was associated with a
1.5~ to 2.0-percent increase ir real wages (p. 684). Neither_ of these
observatiorns bodes well for the unemployed. and low-lncome members of . _

society. The gainers in periods of economic growth are pr1nc1paiiy those

workers who manage to stay in the work forcé, weathering the downturns and

taking advantage of the upturns.

Both ifncreases- in female labor torce part1c1patIon ard increases in

single-parent families and single Youseholds create a more fluid labor.

market. The pace of entry amnd exit has quickened, making it more difficult

to predict the macroeconomic consequences of fiscal and monetary policies

and greatly reducing the reliability of local economic impact analyses
(Smith).

8/ Vroman notes that the labor force growth rate of 0:9 percent between
the fourth quarter, 1982 and thé fourth quarter, 1983 was about half the

expected rates
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The rural labor force is aging disproportionately compared with urban
workers due to such factors as: (1) greater life expectancy, (2) §é§§éf

health, (3) greater. mobility of the elderly, (4) improved amenities in rural

areas,,and (5) changes in family structures, particularly less dependence of

the elderly on their children.

The elderly have brought add1t1onal human capital and f1nanc al flows into
rural communities. Their wisdom provides leadership and concern for

improved public services. Transfer payments from. public and private

retirement funds and investment incomes are both growing in rural areas.

Between 1962 and 1982, transfer payments nearly doubled as a percent of

personal income (7.7 to 14.6 percent). Investment incomes grew from 13.5 to
18.8 percent (Deaton and Weber, p. 4).

The labor force partic1pat10n rate of the. elderly is declzn:hg in the

post—-1980_period:. Whether this is by choice or design is not clear. Age

d1scrim1nat1on may be one factor. The need for fresh 1nject1ons of human
sk111s may be another reason. WDlozin cites a number of corporate‘ un1on
worker. 7Research should be enc0u.aged to 1nvest1gate the relatlonsths of
changes in the rural elderly's work force participation and structural

adjustments that stem from international trade, technological change;, and
agricultural adjustments;

As the rates of poverty grow in both rural and urban areas, its demographlc
1nc1dence should be monitored as a potential indicatotr of important policy
needs., - The st1ck1nes> of labor market adjustments combined with rapid human
capital depreciation are problems that have been accentuated by the current
economic climate.

Evolv1ng Conceptlonlofljustlce

markets.W Thus, .as_norms _ thange and become embodied in legal 1nsr1tut1ons,
markets must adJust to.new ruies., Neociassical econom1cs becomes an

essential tool pr1nc1pa11y in pozntlng to the incert1ves that are brought
into play as markets adJust to the chang1ng rules., It does little, howéver,
to point toward what rules may change and even 1éss to when rules are likely
to change.

MaJor 1eg1s1at1ve 1n1t1at1ves such as those aSSOC1ated w1th CIVII r1ghts,
school finance, OSHA, EPA, and a myriad of labor relations acts have
significant consequences for labor market interactions, part1cular1y dué to
the1r uneven spatial incidence. Unique demographic,factors, job mixes; and
cultural characteristics ensure that rural areas will continue to be
unevenly affected by such changes:. These observations will be extended in

the next section of this paper where alternative theories are assessed.

. Theoretical Bases And Empirical
1ssues In Rural Labor Market Analysis

Neoclass1cal theory continues to prov1de a princ1pa1 sourcc ° analytical

clarity to labor market analysis. In spite of theoretical umptions, .

which seem at times to be totally inappropriate, it prov1des a basis for

interpreting general tendencies based on individual incentives toward
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pecuriary gains. Its strengths lie, on the one hand, in-its ability to
accommodate various éxternalities (social, pecuniary, and nonpecuniary) and
modifications of underlying assumptions., On the other hand, its critics

have been fragmented and unable to sustain a cohesive and cummuiative

alternative world view:s From a scientific standpoint, a wide range of

alternative theoretical approaches and methodological stances are des1rah1e
and should be supported and encouraged consistent with professional

A recent assessment of labor market theory by Chamberlain, Cullen and Lewin

illustrates_the strength of the competitive labor market approach. . The

authors point out that wage rates can be 1nterpreted to include work1ng
cond‘tions and other nompecuniary benmefits, as well as pay and fringe
benefits, “"for competitive theory. recognizes that it is not simply the
hourly rate otr morithly salaty-that dictates-a worker s choice of jobs or
movement between jobs (p.,318) The goal is to. "predict central behavorial

The range of forces currentiy buffeting the U.S. economy create labor market
adjustments in response to synergistic st1mu11. While the competitive
theory may still be applicable in some settings; its usefulmness-is
diminished by the discontinuous elements of change and the cumulative

interaction of factors that lead to economic disequilibrium over_ aeﬁ,,e,::
reasonably relevant time frame. I believe this observation holds enormous

implications for the future of rural America and for labor market analysts.

The theoretical extensions that seem relevant will be dISCussed under three
headings. (1) human cap1ta1 w1thin wh1ch,segmentedilabor—market,theor1es
are addressed, (2) concepts of justice, and (3) cumulative causation
theories driven by wage-related factors.

Human Gapitai

relatively interchangeable and equally efficient and that all jOb vacarncies

are filled from the market rather thanm through internal promotions
(Chamberlain and others). The reality of differences among workers. by race,

gender, work. experiencefraptitude* personaiity; and educational attainment

must be encompassed by an appropriate theory. Many economists argue that

competitive theory handles these modifications quite well and look to human
capital theory as the avenmnie for dealing with such issues. Human capital
thébr? does ﬁbt encompass diétriﬁihﬁtbf? ﬁréctiCéé bégéd bn race gender

It seems plausible to recognize that ind viduals invest in themselves until

the costs of acqu1r1ng additional earnings capab1lity just equals the

additional earnings to be derived (that is MC = MR). On the other hand,

impgrtant d1mensions ofithis calculus are boungiup 1n the rate ¢ human )
capital depreciatiomn; risk, and uncertainty. These factotrs are determined
by rates of technological change social and political events; unexpected
natural occurrences, and the vicissitudes of personal and family life: It

is never clear to what extent the. competitive modei refiects these

complexities. A number of empirical difficulties are created by these
social conditions and researchers are often not semsitive to their
importance as resuits are interpreted.
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The work of Becker and h1s followers has been. 1mpress1vely supportzve of the

human capital approach when applied on a fairly general scale; Migration

patterns generally respond to wage differentials and job oppurtunities, ard

models can be adjusted to reflect the probabilities of periods of
unemployment and of alternative jobs. The relative effectiveness of

altermative types of training programs have also been analyzed using the
human capital approach.

The quest1on before us is whether or not human capztal theory and emp1r1cal
approaches _based on_the_theory help us understand important l1nkages betweern

rural and urban labor markets and between rural labor markets and the
national and international markets. I believe human capital theory takes on

1ncreasing 1mportance in help1ng understand both macroeconomic and.

microeconomic affairs. At the macro level; Reich argues that human capital

improvement is of strategic importance to the_ future of the U:S. economy.,

The high degree of integration among components of the world economy

requires that resilence and regenerative skills be deeply embedded 1n the
work force: This will enable workers to be creatively involved ir "more

collaborative, participatory, and egalitarian” production systems (Reich, ps
246).

At the household lével mu1t1ple job_ holders are the rule. Particularly in

many rural a*eas, moving back. and. forth between and farm and the norfarm

economy of a nearby town or city will become even more pronounced in the

future: Reich argues that "business enterprises are rapidly becoming the

central medlating structures in Amer1can Ssociety; replacing. geograph1c .

communities as the focus of Social services and, indeed, social life" (p.
254). This characterization may be overstated, espec1ally for small towns

and rural areas. There, the family and the communIty cont1nue to hold sway

to a very important extent, and their influence does not appear to be
diminishing.

Some emplrical research proV1des 1,s1ght into aspects of ‘household behav1or.

Hughes observed the positive historical association between labor force
participation rates of men and real wages and the. declining hours of work of

females in the labor force. These observations draw into question the

positive correlation that others have found between the real wage rates of

females and their labor force participation.

The classical work—le13ure tradeoff cai only be 1nterpreted effectlvely

within a household economic model. The- -Substitution effect between labor

and le1sure for an individual may exceed i:he income effect, but the

relat1onsh1ps occur within a family environment wherein the marg1nal offort

of the individual_is_equated with the marg1nal utzlity gained by the

household. The latter approximates the average utility gained per - person in

the household. Sen' s elabnrations on the appl1cab1l1ty of such models are

market is available to families.

Rural labor markets pose relatively greater risk elements in an open economy

experiencing significant. technoioglcal change., This is part1cularly true if

the farm labor market does not provide the employment cushion that it did in

eariier periods of history. Within this context; -the analyses of specific

human capital and general education using quit and layoff rates appear to
hold promise. The work of Parsoms, and Acquah and Hushak provide excellent
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starting points. More attention could be given to incorporating risk.

factors associated with the relative cpeaness of the labor market. Although
Weiss found risk differentials relatively unimportant among scientists under

“reasonable”. degrees of risk aversion, these. relationships probably do not

hold over a wide range of the work force that has a itower level of human
capital stock.

?a§ ard ﬁédoff,uséd sutvey data from manufactuting firms to determine that 8
percent more blue-collar labor houts- were used in business cycle troughs
than were needed. Their data would be interesting to interpret by . =

rural-urban distinctions and by the local composition of industry and other

job options that mayibeﬁavaiiable because of commuting. The extent of human
capital embodied in surveyed. workers relative to potential rompetitors in
their labor market may explain a great deal of the reported “hoarding” of
workers over the low points of the bus1ness cycle, These re1at10nsh1ps

deserve a great deal more research attention.

Segmented-Labor-Markets and Other eéiéiaaéé

Without going into great 4etail on this issue, 1t is worth noting that
writers on this topic have created one of the stronger attacks on
neoclassical theories. Their focus on r1g1d1t1es fragmentations, and
discontinuities is similar to structural analysis and aspects of

institutional economics (Chamberlain and others; p. 336), However, it lacks

the fundamental concepts derived from judicial deliberatioms, and _
interpretations of customs and 1ega1 modifications of rules (Commons Rawls,
Sen). The arguments of theorists writing in this vein appear to have strong
roots,in a Marxian tradition, which has led researchers into an evaluative
mode in contrast to descriptive and predictive uses of theory. 2/

The distinctions commonly used between primary and secondary labor markets

appear to_be_thrown into_disarray by _current_economic_events:. For example,

pr1marj labor markets "feature stabie employment, relatively high wages,

opportunities for training and advancement, due process in the handling of
disptites ar1sing at. the workplace, and a h1gh degree of unionization
(Chambetrlain and others, p. 336). Clearly,, e steel and auto labor markets
would; in times past; have met these criteria. Today, one would be hard put
to describe them as stable. In addition, ‘arge numbers of these workers

some of which have been in the high—tech nonunionized computer services

worlds

On the other side; imany secondary labor matrkets have been quite stable,
albeit characterized by low wages. Generatiomns of textile workers have _
found stable employment in the South. Steady work is a very important value
of such_industries. Contrary to the charge that employers in secondary .
labor markets have tittle incentive to offer on—the—job training programs,

empirical research suggests that this is not the case (Acquah and Hushak;

Smith, Deaton, and Kelch; Deaton and Landes).

Segmented-labor market theories appear to ignore the fluidity and dynamic
changes that have characterized many parts of rural labor markets. Charges

such as that of Darity that the human capital conceptualization of

9/ These terms are being used in the manner described by Sen, p. 284.
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product1v1ty Ignores the soc1al nature of product1v1ty do not appear to be
well founded: To the contrary, human cap1ta1 theory is based on recognition
of the embedded capital that leads to the subsequent production of even
greater human capital. Th1s,recogn1t1on provides the foundation for such
arguments as those advanced by Reich,

Concepts of Justice

Labor markets distribute income, provide inputs into production processes,
and provide status and recognition to the individual and the. family (Sen).

These attributes do not always create similar. 1ncent1ve patterns. They

certainly generate different demands by society that are not always

consistent with the product1on aspect. Moreover, the latter is 1nf1uenced

by power relationships between employers and employees and by various
nonproductior—related d1scrim1natory practices. Even under ideal =
circumstarnces the labor market outcomes depend. upon initial endowment s of

wealth and are often not acceptable to society's sense of justice.

The recognItIon aspect of employment is related to the Marx1an 1dea of,

alienation and explains many so—called aberrat1ons in competitive markets.
The reluctance of workers in dualistic economies to take wage employment
unless the wages are very high is one example (Sen). The extent to which

interpersonal relationships affect rural-urban ngrat1on tendenc1es is

another (Deaton, Morgan, aud. Anschei) The failure to recognize these
different aspects of empioyment can lead to ohfuscated conclusions about

observed patterns of behavior. These factors are likely to become more
important in the future.

social debate on. comparable worth as an alternative evaluative system for

determining labor's share of earnings: Sen argues that the labor theory of

vaiue can be interpreted in descriptive, pred1ct1ve,ror evaluat1ve ways. It

is the evaluat1ve use that lends itself to social criticism iWsing Sich
Marx;an concepts as explo1tation.' In th;s,context entitlements- are
related to labor contributions (in térms of sbcially necessary labor').

The concept of labor entitlements also f1nds expresszon in such sociail

expressions and political demands as "equal pay for equal work”
(Sen; ps 284).

Sen draws on Rawls in an attempt to der1ve a- concept of econom1c 3ust1ce
from utilitarianism; which he divides into three constituent parts: (1)
consequentialism; the rightness of actions can be_judged by the goodness of

the resultant state of affairs; (2) welfarism, the relative goodness of

various states of affairs must be judged by the goodness of individual

utilities in each state; (3) sumranking, any set of individual utilities
mist be judged entirely by their sum total (Sen, p. 278). 10/

Draw1ng on Rawls dlfference princ1p1e, Sen pos1ts a_ 'maximin' approach to

replace sum-ranking (that is; the goodness of any set of Indxvxdual

utilities must be judged entirely by their sum total) by the "requirement
that the goodness of any set of individual utilities must be judged ent1re1y
by the value of its least member; " that is; by the util1ty level of the

lgj These definitions are essentially quotes from Sen, p. 278.
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particular view of 'economic justice'" (Sen, ps 278);

Attent1on is. called to these issues because iz appears to me that commonly

accepted notions of labor entitlements are being placed in jeopardy under
current economic trends. The contituing integration of world capital

markets, domestic deregulations of financial markets, and farm/nonfarm
integration-a'l create an economic enviromment in which collective
barga1n1ng 1s more difficult: Labor power erodes very rap1d1y under

economic_exigencies created by international competition, for example. From

this perspective, . it is most 11ke1y not a co1nc1dence that cofiparable worth
has become more prom1nent in recent years. Rather, it is a response to the
erosion of labor entitlements.

What is the basis of,labor ent1t1ements _under. these c1rcumstances9 Commons

stated that "the binding power of custom is its security of expectations”

(ps.301): Marx expressed significant skepticism about the moral depth of

labor entitlements (Sen, p. 285). Adam Smith viewed human capital as the
or1ginal fOundatlon of all property, §0 it is the most sacred and

inviolable.” Various entitlement theories conflict with each other and.
their chosen pr1nc1p1es are somewhat arbitrary. Yet,; the principles wzii

evolve from custom and shape judicial decisions. habor entitlements stem

principally, it appears to me,,from human cap1ta1 and the social condltlons

under which it is employed. Sen defines entitlements as “the bundles of

commodities over any of wh1ch a person. can estab11sh command by using the
rules of acquirement that govern his circumstances” (p. 30).- Under the open
economy facing rural communities, rural development can be viewed in_ Sen's

engoyed by us1ng them (p. 30). For the laborer, attention must be g1ven to

an. entrepreneur1a1 view of human capital as protection against market
uncertaznty.

for cohesion at the commun1ty 1eve1 Rawls' doctrine of. Justlce as fairness

must; by his own admission,; explair the "value of community” if it is to

éaééeed as _a social philosophy. He states: "“The essential idea is that we

want to account for the social values, for the intrinsic good of

institutional, community and associative act1v1t1es, by a conception of
justice that in its theoretical basis is individualistic"” (Rawls, p. 264).
In order to be successful; he recognizes the need of theory to account for

the "primary good of self—respect" (Rawls; p. 265):__In doing so, it seems

that we have come full circle. Our knowledge of labor markets will expand

if entitlements are addressed in their fullest complement:. That is, labor
market theory must answer Marx's concern for aliegation and Rawls' concern
for the value of community in order to succeed as an 1nd1v1dua11stica11y

based theory.

Cumulative Causation

The interact:on of rural and urban 1abor markets will be better understood
if the concept of entitlements is kept in the forefront. Recognition of the
value of rural community and family ties would seem to be principal
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components of expanded entitlements., Roback § recent analvsls addéd

evidence that interreg1onal wage d1fferent1als can be largely explained by
local amenlties. Weber and Deaton spelled out the importance of amenities

and psychic differentials as- -real-wage reducing factors that; in a

competitive economy; can lead to cumulative economic growth in rural areas.

Combi ned with 1nfrastructure Improvements* 1nc1ud1ng t1ansportat1on and

change. Relatively greater productivity in trural nodes of growth have

emerged driven regionally specific efficiency wages (that is; money wage

divided by a productivity index). These factors suggest that the rural
renaissance is not a thing of the past.

More 1mportant for th1s top1c, the cumulat1ve causatlon perspect1ve places

the broadened v1ew of . ent1tlements in a growth perspective., Briefly stated,
entitlement wages would be defined to include the amenities gained by
workers from public services, which would include basic safety; kinship arnd

cultiral ties, human interaction; and security of expectations for

offspr1ng., A range of d1SC1pl1nes should be drawn upon to strengthen Our

understanding of these issues and this importance to the functlonlng of
labor marketss

of the d1fferent1als in wages ard labotr costs of productzon." While 1nput

costs vary significantly across regions; output prices are. competitively

determ1ned in a national or international market. Starting then from any

"equilibrium” posztzon, poizczes that strengthen the ent1tlement wage in

rurairareas will shift the growth ptocesses in favor of trutal areas.

Growing SOClal costs in urban areas, high-urban unemployment, and e
dlseconom1es in publ1c services may:be major factors that upset the. original
state of affairs. Govermment policies that strengthen rural infrastructure

and rural human capital investments play a similar role:

A number of these processes have been at work over the past three decades or

so, reSult1ng in the histor1cal sh1fts of population-and of manufacturing
and service development among regions of the United States and between rural
and urban areas. We do not however, have e1ther a well developed

adequate data base for pursu1ng the issue very _effectively. A better

understanding. of rural growth wealth, and income distribution awaits such

work. My impression is that Williamson and Lindert's failure to account for
distributional shifts in the post-war period may be largely due to the need
forfa,broadenedfv1ew of entitlement wages. Their analysis was based
strictly on an interpretation of money wages and, with that limitation,

essentially does not address many important components of distributional

issues.,

§9wles, Gordon, and Welsskopf launched an attack on convent1onal economic

models that have failed to explain falling U.S. productivity growth. Such
models, they argie, ignore the pace of business innovation; worker
motivation; and ennflict in the workplace. Their observations are i
consistent with the views of growth in neomercantilism suggested by Beaton

and Webers. Either vantage point suggests. that more attention be given to

the conditions of the labor force and of social organization that determ1ne
relative well-being. The ent1tlements approach seems to have merit for
pursuing the issue analytically.



Information ard Data Needs

Since Bonnen's (1975) c1ass1f1cal contr1but1on on information needs in
agr1cu1tura1 and rural life, more attention by some researchers has been
given to improved measurement. Overall, the profess1on of agr1cultura1 )
economics has apparentiy not been s1gnif1cant1y moved to improve empirical

measurement according to Bonnen's recent views (1985).

hot on1y have political forces placed less emphas1s in the pub11c role in

data generation and maintenance; but leadership at the State and un1vers1ty

levels has_placed less emphasis on broaderrlssuea of rural welfare (Bonnen,
1985; p- 29) Both._ forces tend to dzmznzsh the potential for obtaining data

Bopnen (1985) cr1t1ca11y appra1ses the pol1t1ca1 climate and specific
actions of certain departments of Govermment. Here, I want to simply call
attention to his depth of concern for an issue in which we all hold a stake.

The 1ntegration of the world _economy_places an even greater burden on

society to maintain equal access to Informatlon to promote the equa11z1ng

of analytical capacity, and to ensure "the pub11c provision of analysis for

those who otherwise are disadvantaged in market contests or pol1t1cs"
(Bonnen, p. 29).

Another excellent overview of rural labor market data needs. is prov1ded by
HMoser and other contributors to the Conference "Labor Market Information in

Rural Areasigiiggral labor market needs at the national, regional, and local

levels are addressed. L‘early, an 1nternational d1mens1on would be added i.

the conference were held today. Th1s conference's proceedings also L
illustrate how much data needs vary by the nature of the party expressing

the concern and 1mp11cit1y 111ustrates the importance of the public sector

A slgnlficant roie emerges for the Econom1c Research Service of USDA to

ensure that appropriate data is generated that enables reseatrchers to focus

on the proper issues, some of wh1ch are 1dent1f1ed in this paper:__Some data

needs are more obvious than_others. Farm labor. 1nformat10n, for. example is

generally weak (Bonnen; p. 27). Once priorities are sorted out within a

longrun policy perspect1ve, attention to the generation and dissemination of

informatlon remains a central public responsibility.

Many of the Important factors that determ1ne economic product1v1ty such as
work incentives, intensity of work effort, and job commitment, are not
easily measured by ex1st1ng data series. Moreover; our ability to
manipulate existing data in order to develop economic outcomes based cm
.hésé measures remains rather rudimentary., Some of our greater 1n51ght will
continue to be gained from primary data collection efforts that _supplement
broader data anaiysis.r The key to generating cohesive and curnwulative stores
nf k10V‘°dge is to utillze an agreed-upOn theoretical framework for
adCressing important problems with each level of data:. Then alternative
theories can be brought to bear on the data, with a follow-up study designed

to clarify the nature of the. problem (that is; the attempt being to

distinguish which theory is more appropriate) We need to undertake more

research to validate and zvaluate previous findings.
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Establishing Research Priorities

Priorities for research should depend fundamentally on the needs of society
based on perceptions of relative impacts of altermnative forces on social
well-being. Expertise, Financial resources, and the inclination of

researchers are other important factors. Rawls and Sen provide a moral

basis ccnsistent with utilitarianlsm for. d1rect1ng our concern toward the

poorest segments of society, a position that Nelson recently endorsed. The
following priorities for fitire resedarch are suggested as a means of
summarizing the main points raised in this paper:

Priority One: The Impacts of International Factors on the Well-being of

Rural Workers

ThlS general topic could be approached from a varIety of avenues: 3ince
almost nothing has been done on this topic, a number of alternative .
approaches should be encouraged. Most literature on this topic addresses
sectorai impacts.- D.G. Johason provided an overview of the effects of
international trade on. agricultural labor markets. His analys1s provides a
general discussion of nonfarm income across the OECD countries. While

useful, it is oniy a starting point for more indepth attention to this area.
Some Speciflc subtopics should include:

subs1dization p011c1es.
é The effects of altermnative management p011c1es in multinational and
foreign-owned firms on entry, exits, and internal promotion rates.
. The effects of alternative labor_policies in firms facing stiff_

international ccmpetitlon., Spec1f1ca11y, do.alternative rates. of
return on capital and labor result in'changing factor proportions?
The e1ast1cities of substitution between cap1ta1 and labor should
be examined. The implications of these changes should be traced
out for income and wealth distribution, including the accumulation
of human _capital.

. The effects of Government decentralization. and financial market

dereguiations on the role and posture of various interest groups

toward protectionist pclicies.

prevail ng 1abor conditions in loca11t1es on the 1nternat10nal
linkages of the local economy. What attracts foreign investors? )
Is the stock of human skills a strong selling point for states and

localities?

Priority Iwcffmlhe Evolution,offLahor Ent:tiements

This issue is vital because it requires an assessment of the basic
fuundation of our system of market economy. The highly institutional/legal
bridntatibn suggested by the héading should not deter analysts from

ana. yses of . specific versus general human cap1ta1 1nvestments, and reg10nai

growt> modeling based on different measures of the entitlement concept. The
pursuit of growth with equity through future rural/industrial development
policies will require a great deal more knowledge,about this area than we
now pussess. A number of specific issues raised in the above discussion
will reqiive careful measurement using primary data.
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A synthesis is needed of the myriad of economic, sociological,

psychological; and philosophical notions embedded in the concept of work.
From these ideas; interpretations of wage adjustmert and regional growth
models could be undertaken. This would provide a basis for future empirical
work on the topic of growth with equity. This work would encompass .
interregional and rural/urban migration and would provide the foundations
for -larifying aspects of economic productivity and cumulative causation
theory. This is a rich area of inquiry that is both intellectually
stimulating and holds important policy implications. Some complex modeling

efforts should grow out of such an initiative,

Priority Three: The Role of Human Capital in Labor Adjustments

Human capital must be integrated into each of the above priority areas and

is_really part and parcel of each. Yet, it encompasses such a wide range of
vital issues that the topic deserves further focus. _The_ability of specific
and general human capital investménts to build resilience iato the labor
market should be determined. This would enable private and public decisions
to be made about the nature amd scope of manpower policies, vocational

education; and support for various levels of public education. The effects

of human capital will likely vary across types of labor markets: Horan and

Tolbert and Ross and Green have suggested alternative ways of classifying
the economies of rural areas. The basis of classification will vary by the

research quest<.. ..4 the policy ascumptions underlying the inquiry. These
approaches . eful contributions,

A critical qu « i addressed is the rate of human capital
depreciation .. * s affected by rates of technoiogical change, aging,

ard_socio. - ¢, -tors. The declining labor force participation of the

elderly is 2 ¢ sbiug trend at a time when life expectancy and health are
both im, roving. At . time when wisdom and experience are at a premium, an
examination should be made of the factors associated with the participation
of the elderly in the !abor market.
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DISCUSSION
Moily Sizer Killian 1/

ﬁééy of us have found it useful to th1nk about ‘rural labor markets as if

they are discrete, bounded geographic areas. While these boundaries may be
somewhat arbitrarily defined, and although they may change as a labor

market grows or declines; most of our. prImary concerns are with processes

that match individuals and jobs within a given, specified geographic area.

As was. emphasized in the earlier papers, numerous chatracteristics of these
rural areas affect the performance of these markets. However, factors
affecting market performance are not limited to these 1nternal o
characterlstlcs _of- rural markets.- These geographirc areas ar-» not 1solated

from the rest of the world. Furthermore, to. understand what goes on within

these areas, we must know something about how these areas fit into, or link

with, a larger social and economic system.

Thls d1scuss1on of Dr. Deaton § paper focuses on what I see as three of the

most critical points (out of a great wealth of ideas) in his paper. First,

Deaton begins with; and indeed places a great deal of emphasis om, the

observation that this larger social, economic, and political system into
which our rural labor markets fit is an international or world system. In

other words, just as the economic environment at the rational level. - shapes
ard is shaded by internat1onal parterns and events, so_too ate rural areas
directly and indirectly affected by these international forces.

Secor:dly9 Deaton stresses the_ point that thxs system is dynam1c in the

sense that changes in one part of this. system can be associated Wlth

fundamental charges in the relationships among the vario:s parts, In other
words, the effects of changes in one part of the system, sich as monétary
policies, are not limited to simply more or less growth, righer or lower
incomes, greater or lesser eff1c1ency, or increased or reduced inequality..

Instead, what Deaton argues is that a critical implication of these changes

can be found in alterations of the basic relationships betwesr employers

and employees, between citizens and governments, among businesses, and

between markets: For. example,VDeaton suggests that the alternative

management ﬁoliciés found in foreigmowned firms may lead to significant

changes in the labor relat1ons (including the mechanisms governing entry,

exit, and internal promotions) within domestic firws.

And f1nally, the third criticai poznt that Beaton makes is. that these local

labor markets are not homogeneous, that there i t¢onsiderable diversity to

be found among rural areas. Rural labor markets vary sibstantially im

terms of the compositions of industries: some markets have very diverse
industrial structures, while others are quite specialized:. The labor ___
forces in rural areas also -contdain a wide range of skills_and experiencess

As Deaton points ovt; the. demographic structures (for example, age, gender,

and racial_ compositions) in rural areas are unﬂerg01ng some fairly

extensive changes. An additional source of heterogeneity among local areas
can be found in the types of household structures and the ways in which
these households allocate their time and labor. Thus; for example, the
prevalence of single-parent households and/or dual-earner households may

vary considerably among rural market areas.

l/ Molly Killian is a socioiogist with the Human Resources Branch of the

Agriculture and Rural Economics Division, ERS.
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markets in the United States today. "He states that the dramatic changes

taking place in this larger world system are affectxng what goes on withic

rural labor markets. 1In addition, the effects of these linkages between
rural labor markets and the larger social, economic, and political system
vary accord1ng to the industrial and human capital compositions of theése

markets.

The problem that we run into. in try1ng to use these 1deas to 1dent1fy a

research agenda or to establish some set of research priorities is that

because we are talking about a world system, because this system is
dynamic, and because of the heterogeneity within the United States; things
quickly becomefvery complex. Everything seems to affect everything else.
We need tc begin to separate the broad, macroeconomic tremds from

secular/sectoral changes, and these from the particular characteristics of

the firms and households in a given area.

One way to move toward thrs goal is to conscieui1ous1y szmp11fy and clarlfy
the questions that we are asking.. Althoughfthere is always the risk of -
oversimplification, m1stakes in this direction are easier to identify and
correct than are mistakes in the opposite direction._ _So, taking the risk
of oversimplifying what is an extremely complex and rapidly changing world,

I_have_put together a partial inventory of some of the sources and

imp11cations of lxnkages between rural labor markets and the 1arger world
system, a system that i “oth social and pol1t1ca1, as well as economic

(fig.1).

This inventory is organized in the following way: On the left-hand side of

the figure are listed several sources of the linkages between rural labor

markets and the rest of the world. As Deaton has illustrated, these
sources, the 1nternationalizat1on of the économy, technological and
organizational changes in the product1on process; and govermmental pol1c1es
have had; and are continuing to have; potentially dramatic effects on t!.=

performances_of rural labor markets: _Possible indicators of raral tabor

markets performance, including the overall stability, adaptability, and

growth of rural labor markets as well as the efficient and equitable
distribution of opportunities and incomes w1thin these markets are listed
on the right-hand side of the figure. As stated earlier; the effects of
the broad macroeconomic and govermmental trends on these pe:iformance
indicators is _not _expected to. be the same in all rural labor markets.

are expected to mediate the affects of these linkages ov the performances
of the markets. Three of these mediating characteristics, the industrial
striucture, the composition of human capital skills; and the structure of

and division of labor within households; are listed in the middle of the

figure.

In terms of moving toward a research agenﬂa, th1s figure can be used in two

wayss The first approach involves questions about how to explain

differer-2s in the performances of rural labor markets. What factors help
explain why some labor markets are _growing and others-are declining’ How
can we explain variations in the-distribution-of earnings or differenceés in

the unemployment rates in rural labor markets?_ _Deaton argues quite.

persuasively that our explanations of the performance of rural labor

marke:s cannot be limited to the characteristics of these markets; we must
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examine how the markets are linked with a larger social, economic, arnd

political system. Thus, for example, in explainlng wage rates in rural
labor matrkets (column 3), it is not sufficient to say that wage rates are_
loﬁer in one area than ahothér because one area is domiﬁatéd by the textile

Rather, as Deaton has . shown thc effects of these two 1ndustrial sectors on

wage rates in rural labor markets are very strongly linked to increased
foreign competition, to changes in production processes, and to

protectionist policies (column 1).

The second way _in which this. figure can be used is in evaluating the

effects of a specific macroeconomic _trend or govermmental policy on the.

overall performance of rural labor markets. For. example, Deaton poses an

1nterest1ng research question regardlng the costs and nef1ts to workers

1) _However; we know that policies to protect the textile. 1ndustry, for
example; will affect the workers (as well as the other residents and
business enterprises) in rural labor markets differently depending on: (1)

the importance of the manufacture and trade of textiles for the local

industrial structure, (2) the generalized or specific character of the
workers' skill and work experience, and (3) the strength of the social,
economic; and kinship ties of the wotrketrs and the1r households to,the area

(column 2)._ _Thus, following the organization of figure 1, Deaton's
’ ng . g

original research question would be expanded to evaluate how the.

industrial structures, the human capital characteristics, and the
household/kinship structures in the rural labor market mediate the effects
of these protectionist/subs1dization policies on the experiences of workers
in rural labor markets.

To summariZe, in our. efforts to establish a. research agenda for the Rural

Labor Markets Performance. prOJect in Economic. Research Service, it is.

1mportant to remember that our primary focus is: the performance of rural
labor matrkets. The complex, dynamic in.ernational system has many
implications for many different dimeusions of life in the United States.
Tut, by remembering what our principal concerm is we can.begin to limit the
types of questions wc need to ask. In addition; it is also of critical

importance to remember that. dtscusszng and. evaluating the effects of this.

larger system on rural labor market performance is not sufficient. We need
to exp11c1t1y recognize how these effects are med1ated by the existing
industrial structure, by the existing labor force characteristics, and by
the residents' household Structures and/or kinship nétworks.
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IV. Government’s Role —

Program and Policy
Effects on Rural Labor
Markets
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RURAL LABOR MARKETS: THE ROLE OF GOVERNMENT
Vermnon M. Briggs, Jr. lj

For over s century, goyernmental programs and poiicxes have sought to

influence both the demand and the supply forces that operate in rural labor

markets. As most of these interventions were without precedents, they have
often entailed a process of tr1a1 and error. Govermmental interventions
have emerged over the yeats as the log1ca1 tesponse to growing and more
complex-problers in an 1nétéasihgly interdependent national and world
industrial order._ _Often_economic motivations have served as the promptxng

force, but it is seldom that both political and social factors have not

also been Involved. Thus, the role of uovernment in. the econonic affa1rs
of riural America at any given time is not an ideological issue as much as
it is a pragmatic reaction of a nation seeking to build a just society. It
is not surprising, therefotre, that govermmental involvement in the _rural
economy has been characterized by spurts of new policies and increased

support for ongoing programs. followed by periods of retrenchment and

reduced commitment:. So it is that in the mid-eighties the political cycle
has entered a phase when efforts are being made to reduce the rolé of the
Government 1n the rural and urban economy. But with many old problems
still unresolved and a host of new challenges confronting the rural
economy, a more activist period may not be far ahead.

Thus, it is not. the purpose of this paper to d1suss the abstract and

irrelevant question as to whether or not there is a role for Govermnment in
rural labor matrkets since this is a fact of - modern 1ndustr1a1 life. -
Rather, the purpose is to look cr1t1cally at the factots that have hindered
thé condﬁbt of research and somet1mes hand1capped the formulation of more

examine the types of policies and programs that governmentai bodies have

had ava11ab1e and what lessons the research on the experiences of these
efforts has to offer for the future.

force the economic state of the nonmetropolitan secto: is vital to the .
byét511 well-being of the Nation: Yet as will be shown; rural America is

often treated as an,afterthought in the design of labor market indicators
and is seldom the exclusive subject of serious labor market research.,
Without an appreciation of its unique features, national economic policy
measures are frequentlyfdeyeloped that treat the rural economy as if it
were a carbon copy of the: larger urban economy. The result has sometimes
been; as is the case in the eighties; that the rural economy has_been

adversely affected by policies that_are intended to promote general

economic recovery.. With regard to poiiczes and programs that have been
specifically targeted to rural areas, ther: has been a disproportionate
interest in-the problems of the agricultu al sector despite tre fact that
the vast majority,of nommetropolitan countries in the United States are not
farm dependent. Thus; even though agriculture remains a critical concern

of _public policy, it is_also the_case that_some_issues in the .. ___ __ __
nonagricuitural rural sector have not. rece1ved the attention they. requ:re

and deserve. For all of these reasons, a review of the role of Govermment
in nonmetropolitan labor markets should be instructive.

1/ Vernon Briggs is Professor at the New,York State §cbooi of Industrial
and Labor Relations, Cornell University, Ithaca; New York.
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Definitional Variations and Public Policy

Grg o1 rhe most di Lf1cu1t problems that hampers the conduct of rural labor
market research and which limits the usefulness of research findings to the

N&iley fermularisn process is the lack of definitional agreement on whet

cons’ “tutes the rural sector of the ecomomy. Because it is extremely

rt°t4y to conduct research that. relies on prImary data, it is not

c1-nriging that most of tihe limited amount of available rural research is

Eased upon secondary diata. But the use of secondary data sources is often

C'lfLSlEg. -The Bureau of the Census has two separate data series that_are
moet _ommonly used to define the rural population. In its decennial count
of ilia population,; -the rural population_is defined as those persons living

in open cruntry and in small towns of less than 2,500 persons, unless the

people are inside the _urban fringe of metropolltan areas. Between actual
popuiatlon,counts, the Bureau of the Cen5us conducts a_ monthly sample

survey known as the Current POpulat1on Survey (CPS) In this survey; the
relevant data are classified on the basis of being metropolitan or_
notmetropolitan. The ftetropolitan population consists of all_ persons
living in a Standard Metropolitan Statistical Area (SMSA) of 50,000 persons

or more; those living in the_county in which an SMSA is tocated; and those

counties tied to an SMSA by daily commutxng links. The nonmetropol1tan

population Inciugegithosefpeople living in the counties that remain.
"Rural” and. "noumetropolitan” are sometimes used 1nterchangeably. This is
misleading because the land areas classified as "nonmetropolitan” greatly

exceed the areas classifiedfas "rural.” Moreover, it is estimated that

about 30 -percent of those classified as "rural” reside in open areas within

the boundaries of metropolitan areas: In this regard, it has been

arnounced that the CPS will begin in 1986 to publish a new data series with

a new rural definmition. Rural areas will be defined as those with a
population density of less than 1,000 persons per square mile and for _
towns, tYose with a population of less than 2,500. As Janet Norwood, the
Cummissisner of the Bureau of Labor StatiStiéé (BLS) has testified before
Congress; "these data will be quite different from the data...for

nonmetropolitan areas; . whigh 1nctude large urban components (Norwood
1985): As this will be a new series, there will be no way to estab11sh

past tremds with this new definition.

The U.S. Departmert of Labot (DOL), in turn, defines as rural counties

those in which a majority of the people live in places with populatious

less than 2;500. Because the definition includes people living in nlaces

with more than 2,500, the DOL definition is more inclusive than is the
definiticn of the Census Bureau.

The nommetropolitan definition of rural is often used by the U.S.

Department of Health and Human Services in its rural programs, In
P g

addition; thece are other definitions used by the U.S. Department of

Agriculture: scme of 1t% programs define rural areas the open country. plus

places with popnlavion of 10,000 or less. All of these are "official”
definitions of onE',overnment agency or another. Until the population is
uniformly deflned it is very diffieult to address the derivative labor
market data problem§ ﬁhémbigﬁouély from secondary data sourcess

Unemployment Statistics argued in 1979 in favor of a consistent definition

among Government agencies that collect and publish rural and

nonmetropolitan labor market data. To date, there is no sign that this
recommendation has been enacted.
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Data Concepts and Public Policy

Tbe unemployment rate has become by far the most 1mportant of the Nat1on s

economic indi:ators. It has been referred to as “"the most important single

statistic published by the Fedez“ Govermment” (President's Committee to
Appraise Employment and Unem') :-i:nt Statistics, 1962:9). Not only has the
unemployment ra'.. <scome th. < - dard for determining the inadequacy of the
demand for labst and the sl. utxlizat1on of the available labor_supply,

but; espec1a11y since the early seventies; it also has evolved into a role
as a primary allocvator of Federal funds for human resource development
policies (Shiskin, 1977; Norwood; 1977): Thus the "official” unemployment

rate has become more than s1mp1] a subJect of academic 1nterest. It has
become a topie of praetieal 1mportance in both the formilation and the

Yet, since the early élktlés, there has been growing concern by some labor

economists and by many public officials that the unemployment rate itself

is_an ipadequate indicator for understanding the actual condition of local

labor markets: Among the research community that has focused upon rural

labor markets, tﬁe verdict is. overwhe1m1ng, if not uunanimous,- that this -
standard is a very poor measure of both underut111zation of the supply of

labor and job adequacy in rural areas (see Tweeten, 1978, p. 21; Hathaway,

1972; p. 43 Matrshall; 1974, p.-78; Nilsen 1979, p. 31; Martin, 1977, p-
223; and Rungeling and others; 1977, p.. 146), Each has strongly.

recommended that some measure of Subemployment or. underemployment would be

a far more. appropriate descriptor. The reasons given for the need for such
measures are complex, but they are derived from the unique features that
distinguish the rural labor market from the urban labor market. Many of
these differences will be discussed in the next section of this paper.

Discerning Policy Issues

As is. the case elsewhere, public pOlle interventlons 1nto rural labor

markets are Justlfied on the basis of a pereeived n.’. A decis iun not to
act, called by politieal scientists as the ‘power ¢ ,rdecis1on, is

also : relevant choice. Bit in either circumstance; wner2 is a necessity
to gather reliable information and to conduct research. Any intervention

decision should be based on a careful assessment of what the problem_is and

what _are the_expected outcomes_of the avaitabile pol1cy options., In part

policy options need also to discern whether the expected benefits can be

achieved as the result ~f general economy-wide policies, through specific
policies that are tailor-made for the rural sector, or some combination of
both,

Industrial Patterns. Historically, it was possible to argue that the

pronounced differences in employment and. income experiences between urban

and rural workers could be explained by the overwhelming domination of

agriculture in many rural communities. But the accelerated decline in

agricultural employment that has occurred since the end of World War II has
effectively elimirnated this distinction as a critical feature in most
nonmetropolitan communities., Indeed; there is strong evidence_that in the

aggregste the rural economy is becoming similar to the urban ecoromy. As
of the first _quarter_of 1985, nonmetropolitan_ areas accounted for 28
percent of total nonagricultural employment or approximately the same as

its proportion of the total population: But the growth in the importance
of the nonagricultural sector has brought new risks. Namely, the rural
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labor force has become exposed to the same maJor structural forces that are

buffeting the contemporary urtan economy. These include technolog1ca1
change in the workplace, enhanced foreign competition in the sale of
products, the dramatic effects of _shifting consumer tastes from preferences
for goods to servi es, and the effects of deregulation of some key
industries.

In the same veIn, the legacy of the rapid decline of agriculture both a: a

direct source of employment and as an indirect inflience on
agriculture-related enterprises in lccal communities Has meant mcre than a

loss of employment opportunities. It has also dramatically exposeo the

human resource deficiencies of many rural workers. Inadequate education

and skills and a lack of exposure and information about alternat1ve

vocations has often meant prolonged unemployment, labor force withdrawal of
secondary workers, and outmigration of persons who would have preferred to
remain in rural communities biit had to leave. Many of these outmigrants

were poorly prepared to find urban jobs. Countless urbaa employment
problems of the past four decades have had rural roots.

ggegfg@&@,g@@ﬁ;ﬁ&ﬁgi iss do relocate in some rural areas, many br1ng the1r

trained workers with them and only “skim off" the best quaiified in the
local labor force. (Marshall 1974) The decision of the General Motors
Company (GMC) in 1985 to locate its new Saturn automobile production

facilities in Spring Hill, Tennessee; is an example of this practice. When
GMC_announced _the site, it also stated that first choice in hiring will be
given to its present or former employees who agree to moveé to Tennessée.

Only afterwards will the local labor force be tapped to fill awy openings
that remain.

And, lastly; while it is true that agriculture is decliring in its
employment importance, this decline is an aggregate phenomeron. In 1982,

the Department of Agriculture identified 781 counties of 2,493

nonmetropolitaﬁ counties (and of 3,140 counties in the Un1ted States) that

were "farmdependent.” Collect1ve1y, these 781 counties were sparsely

populated accounting foi only 13 percent of-the. nonmetropolltan

population. Nonetheles:;, within these count1es, agriculture remains the

dominant source of tciuh:direct employment._ and related nonagricultural

employment (Sinclair; 1985). Many of these “farm dependent” counties are

geographically clustered in the Western Corn Belt, the Great Plains States,

and in the Black Soil Belt of the Southeast. In these communities, pub11c

rema;n of v1tal consequence. L1kewise, in the rural region. of the arid.
Southwest; the use of illegal immigrants as seasonal agricultural workers

has become a controversial feature of the efforts in the eighties to reform

the Nation's immigration system. As an alternative to reliance on illegal

1mngrants, pending immigration reform proposals and adm1nistrat1ve actions
by the Department of ‘Agriculture call either for the creation of a new

program for agr1cu1cura1 workers. _1t would appear, therefore, that

employers _aund public policymakers believe that there are significant

regional shortages of temporary agricultural workers despite the fact that
overall economic indicators do not stipppoit sich c1a1m The history of
the use of foreign worker programs in agriculture, however, clearly shows
that this is a policy option that should not be pursued (Briggs, 1984, ch.

4).
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The decline of the agr1cultura1 sector of the economy raises a number of
vital public policy issues. Governient becaime deeply involved in . .
agricultural production (as it did in nonagricultural sectors) during the

depth of the great depression of the thirties: §oc£aliy§1fareﬁ§§ well as

production concerns provided the rationale for interventions in order to

offset the depressing conditions offered by the free market.. In 1935, the

number of farms reached its peak at 6.81 million separate enterprlses, but
by June 1, 1985, the number of farms had decreased to 2.28 =iilion

enterpr1ses. The land used for agricultural purposes, howev«: . has_not.

fallen as rapldly so the result is that average size of individual farms

has -increased. But it _remains the case that, in the rords of an AJgust

1985 New York Times article, the immediate future for U.S. agr1Cu1ture is

"bleak"” (Drabenstott and Duncan, 1985). Among the particular farm issues
c1ted for concern were excess capac1ty, slow demand growth 1ncreased

Although some of these farm problems .may _ be the result of ear11er pub11c

policies that over time may have become outdated, it is also clear that .

most_of the factors are the result of rew forces that transcend events in
the agrlcuiture sector 1tse1f. L1kew1se it is certain that if the decline
of agricultiite 1s71gnored,as a pub11c,1ssue, the nonagr1cu1tura1 sector or
both rural and urban America are bound to sharé the adverse economic

consequences as well as the social and political tensions.

As for the. nonagrlcultural sector of the rural economy, there are
proportionally fewer jobs in the private sector than in _metropolitan areas.
Public sector employment is not only more-important in its size but also in
the quality of the jobs It provides. Public sector jobs are highly sought

and, acrord1ng1y, public sector job turnover often tends to be lower than

in the private sector (Rungeling and others, p. 27)..  The service

industries, which have been the fu:ctest growing sector of tile economy, have

been expanding in the nonmetropolitan areas as well. But only a quarter of
rural employment is in service industries, compared with a thitd in

metropolitan areas; Although manufacturing employs about a f1fth of both

areas is much more likely to be in nondurable production, which terds to be
low—wage and labor intensive:

The nonmetropolitan labor market has also generated some distinctly
different occupational patterns. Foxr example, the incidence. of _.
self-employment was almost twice as high in nonmetropolltan areas. (12 5

*arm activlty in rural areas accounts for most of the dIfference between

metro and nommetro areas. Self—employed persons represent an_ ent1re1y
different group than those who work for wages and salaries. Income from
self—employment is subject to greater”fluctuatlons and the earnings derived
from such work are often low. Also; “"unlike wage and salary jobs,.

unemployment from self-employment activities generaily requires that the
enterprise fails" (Nilsen, 1979, p. 13).

Casual employment, unpaid family labor, multiple-job holders, and seasonal
migratory work are all more comiion in rural aréas than in nonrutral areas
(Tweeten, 1978, p. 4), As a result; nommetropolitan areas have a much
higher proportion of low-earnings occupations than do metropolitan areas
(Nilsen, 1979, p. 22-25).



Egpulataen and Employment. As of the first quarter. of_ 1985 .the Bureat: of
Labor Statistics (BLS) reported that the number of persons of 1abor force
age (16 years and older) who live in rural areas totaled 52.2 millioa
persons_(Norwood, 1985):  This represented 29 percent of the total.
population of the Nz*ion of labor force age. With regard to the civilizn
labor force, over 3> wmillion persons (or 31 percent) reside in

nonmetropol1tan areas.

BLS also noted that the key employment to populatxon rﬂtlo of 58.4 percent

in nommetropolitan areas was a full percentage point luwer than that of

metropolitan ateas. All of this difference was accounted for by the lower

employment levels by women. Although the general age distribution of rural
areas was abuut the same as for urban areas; there are fewer young. people

than in urban areas. The proportion of the adult population that is

employed in rural areas is considerably less than in nonmetropolitan areas
(57 percent versus 61 percent).

With regard to race, about 37 percent of the white population of labor
force age 11ve Ln nonmetropqlltan areas.; Only about - 15 percent of the

age l1ve in nonmetropol1tan areas., . Nevertheless, since. the percentage of

blacks _and Hispanics in_rural areas is higher than their percentages of the
labor force as a whole and since this is not the case for whites, the rural
economy is relatively more important for minorities than for whites. There
is a promnouti=d regional distribution of minority workers in-rural: areas.
Almost all rural blacks are in the Southeast while almost all rural
Hispanics are in the Southwest. Hence, minority groups in rural areas are

more affected by rural geograpbical employment trends thesn are whites. In

addition, agricultural employment is disproportionately more important to

blacks and Hispanics than to whites (Moland, 1981, ch. 12; Tienda, 1981,
chs 13).

Unemployment. As of the first quarter of 1985, the overall unemployment

rate in nommetropoliten areas was higher than in metropolitan areas (8.0

percent _versus 7.7 percent): Although historically unemployment rates in

rural areas have been officially below those in metropolitan areas,

nonmetropolitan unemployment has been higher since the late seventies.

As was discussed earl1er, the off1c1ally measured unemployment rate has
been consistently found to be an inadequate measure of raral labor force .

availability. Thue, the worsening of officia! unemployment rates inm rural

areas relative to urban rates strongly Sugge“ts that strnctural barrlers in
the rural economy are becoming more severe and _they are lncreasingly
dimming the prospects for rural workers to find jobs.

Income.", Median. famlly incomes in rural areas are rIflnP but they remain

considerably below those of urban families. The 1980 Ceusus showed that

median family lncome in urbsn areas was $20,623, while it was $17,995 in

arc:s defined as "rural” and $16,592 irn areas *eflned 48 nonmetropolltan.;
The 1980 census reported that 9.6 pe-cent of all families in the Nation had
poverty level iticomes. The urban rate was 9.2 percernt; the rural rate was

10.6 percent; and the nonmetroplitan rate was 12.0 pcicents Another way to

express the issue is to say that about 38 percent of Nation's poverty

population are in nomnmetropolitan areas.
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Poverty, of course, is not a new issue for rural America but, after
declining in the sevent1es, there is evidence that poverry is once aga
increasing in both absolute and relative terms in rural America. The
Southern Regional Council, for exanple,; has issued a report that shows-a-
dramatic increase in poverty (an increase of 2.5 million_ people from 1979

to 1983) in its l1-State region (Schmidt; 1985): The increase is largely

attributable to the sharp cutbacks in eligibility for social programs by
the Federal Government. 1t appears- that it was the peop1e in the rural.
areas of the South who were the most affected bv these cutbacks. The study
shows,that 36 percent of the 4 million people nat1onw1de who lost

probably eVen.worse since participat:on In,available soc1a1 programs (for

example, unemployment insurance coverage, minimum wage coverage, and

d1sabi1ity 1nSurance) for needy persorns, has, in the past,rbeen found to be
lowetr in nommetropolitan areas than in metropolitan areas (Tweeten, 1978,

p. 5).

Subemployment and Economic Hsrdships For a number of reasons; policymakers

and_labor_market scholars have become_increasingly d1ssat1sf1ej with _the _

usefulness of the official measures of. empioyment and unemp?!oyment (Br:ggs,

1981). The original pressure to develop an index of subemployment began in
response to the urban riots of the sixties. The U.S. Department of Labor
scught to construct in 1967 a measure that, - in addition to unemployment
measures; would make allowarzes for the ;orking poor; the involuntary
part—time_employed, aiscouraged workers; and even an estimate of

statistical undercount; which is known to be a_ serious problem in a11

low-income areas (Maopower Report of the President, 1967, pp. 73-75). No
consideration was given at the time to the application of the concept to
rural labor markets. This conscious omission occurtred despite the fact
that the presidential- advisory commission om- rural poverty conCIﬁded its
comprehensive study the same year with the observation that "rural _poverty

is so widespread and so. acute; as to be a national dIsgrace,,(President s

Advisory Commission on Rural Poverty, p. ix): The obvious expianat’ ‘1 is

that rural workers suffer from an "audib’lity gap.” They lack a pu' -
voice. Their neiuds- at the time that,the,subemployment index was. cr .ved
were as severe as those of urban work«ts), if not more so. -But be &
rural workers are geographically dispersed and they lack media cov .cage
(relative to _what is_available to urban worker ‘; it is almost impossible.

for their needs to be articulated ard publici: i or for their frustrations

to be manifested in ways that are available to .irban workers. Hence, no
research or policy effort _was made to include rural workers in the

In 1968, DOL ancsnced chat furcher surveys were undervay and suggested

that “impoverished ’urai areas” should. aiso be. stud:ed in 1i_at of this

expanded definitional concept. But with the change in political leadership
and ptilosoph; at the Federal level that occurred in late 1968, the
official interest in the subject of underemployment concepts was abandoned
(Spring, 1972). It has yet to be rev.ewed by any subsequent presidential

administration.

Interest among academicians in the subject of an expanded definitionaIA
concept has remained strong (see Miller, 1973, p. i0; Levitan and Taggart,
1973; and Briggs, 1981). 1In 1973, the passage of the Comprehensive
Employment and Training Act (CETA) mandated that DOL develop data that
closely resemble those needed to counstruct a subemgloyment index. The act
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also required that 1ts funds be. allocated on . the bas1s of local labor

market -data or. unemployment even though no such local labor market data
existed at that time (Norwood 1977). The Bureau o" Labor Statistics (BLS)

of DOL was giver “he resnonsibility to develop all .k data. In 1975, the

commissioner of 'Us outlined the extreme difficulty encountered in the
collection and tabulation of subeinployment data (Shiskin;. 1975) Because

there was no ~onsensiis among policymakers, '"ademiczans, and the public,

the commissioner requested that an xndependentfanﬂ 1mpart1a1 review

commission be established to examine the definitional issues invelved.

Accérdinéiy!ﬁzn,l976 leéislation was_enacted that- estahlishéd the Nationai

Commission on Employment Statistics (Public Law; 1976). This presidential

commission of nine nongovermmental persons was charged to examzne the need

to develop breoader labor market concepts. A specific request was made to

study the issue of economic hardship: Sar Lzvitan was appointed its
chairman,

In its rlnal report,rtha Lev1tan Comm1s51on did find "that the_ present

syst:n Falls short of meeting the information needs of labor market
anz!v-ts" who are concerned with the usefulness of the data for pOlICy

dev. coment (National Commission on Employment and Unemployment Statistics,

1979, ». 38). The report observed that "unemployment rates in rural areas

are consistently low relative to urban areas." Taking specific note of the

1nord;nate1y high incidence of poverty in nonmetro areas and the general

s-:arcity of .- jobs relat1Ve to metto areas; the commission alsc mentioned

~Lat the problems of worker discouragement _involuntary part—-time

employment and the working poor were especially._ severe in many

nonmctropolitan areas. The commission stated that “"the diverse

circumstinces of rural workers ai" the unzque characterist:cs of rural

labor_wmarkets” underscore the need for new m2asures of earnlngs and iucome
adequacy (p. 97). The commission noted that "econcuic hardship” may come

from low wages among employed petrsons, unemployment (includirng partial

unemployment due co slack work) among those in Lhe labor torce; and limited

participation in the labor fece by persons who desire more participations:
The commission- recommehded t'.e development of multipie indicators"” of

hardship., In its final report, however; the. commzss:on rejected the idea
of a sirgle composite index of labor market harldenip {pp: 59-60 and 71-72).
The majority of the commission concluded that "the issues associated with
defining labor. market hardship reveal the inhereut _corplexity and

multidimensional nature of the concept o The commission did recommens. that

distinct indicators cotrresponding to various. types of hardship be.developed

and published in an annual har~si 'ip report that wculd separately discuss

employed persons earning- low wages, unemployment and nonparticipation in

the labor force (pp. 63-71). Ir_ response to this specific recommendation

for a special annual hardship "eport’ the BLS has published such_repoerts

beginning in 1982 (Bureau of Labor Statistics; 1982, 1983, and 1984).

It is significant that the commission explicitly recognized the lack of

useful labor market indicators for measuring the adequacy of employment for

rural -workers. -It-discussed the need for better indicators than simply

unemployment., It did recommend "that the rural population be ar

identifiable population group in indicators of ]_bor market related

hardships” (National Commission on Employment and Unempl oyment Statistics,
1979 p. 97). Unfortunately, but not surprisingly, the aforementioned BLS

reports on economic hardship that have been published since 1982 have not
included any data breakdown tht identifies rural or nommetropolitan workers
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is_an "identifiable populat1on grOup. It is iikeiy that a

disproportionate number of those persons identified in these reports as

being in need are rural workers but one would never guess that this is the
case from reading thes: reports.

Uﬁﬂéréﬁgjojﬁéﬁt. To date, no Federal effort has yet to address one

additional indicator of underutilization of labor that is: h1gh1y pert1nent
to2_rural labor _markets._ 1t _is the case_of persons who take jobs——and are
\hereby counted as. be1ng emp;oved-—but the jobs are_actually below the

skill and educatiomal levels that the workers already possess.. Such

workurs are usually earning lower wages than they would earn if they could
find jobsffor which they are trained. It is this meaning of the term

“undsremployment” that most noneconomists usually have in mind when they
discuss this issue. But,; because this phenomenon is not part of the

Federal labor market statistizal system and because it is_a concept_that Is

not easvay quant1flab1e, this type. of underemployment is szmply 1gnored as
an issue. It is likely in rural areas that this problem is more common
theza infurban areas. Just because social probloms cannot be eas11y
quantiiiad, and, thérefore, they ar not examined does not mean they are
nonexist<nt or unimportait.

Ind1cative of the need for such a measure is a_ 1985 spec1a1 study done by

the State of Nebraska, a predominantiy rural State. It conducted a special
statewide survev to examine the accuracy apnd adequacy of official measures
of employmert ad uremp loyment as well as the extent of underemployment in
the Qrdce (Nebraska Ng;.rtment of Econom1c Develooment 1985)  Aside from

to. bc grossly 1nadequnxv ths s’“dy sought to obta1n a measure. of

urideremployment. It -urd flzt 3 percent of those persons who were
employed reported t:: t*™ry sere working in jobs below their skill levels
and had taken the jc¢he they heid only because they were all they could

find._ Although the _report_did not give a specific breakdwsn of rural

versus nonrural. -experiences; it did note that. underemploslent was _more

predomlnant in nomwetropolitan areas. . The Nebraska study was based on a

sc1ent1f1ca11y drawn t. ndom sample.i The answers to the. underemploymeut
question, however; weré simply the :abulated responses that the

inteiviewees gave, The interviéwees were not prcbed for deta1ls. )
Nonetheless; the fact_that more than one of every five employed Nehraskans

relt he or. she. .was. work;ng (and bei:g_ pa1d) at _a _job_below their

capabllxtles is a serious socxal .comment on job sat1sfaction., if. actually
valid, tie phenomenon may at least offer a clue as to why official

unempl oyment rates are so coptrovers;al ;nfrgral areas. - Many workers are
simply beitzZ down-graded to-lower-skilled jobs and are just taking whatever
jobs_they can find. Also; it implies that those once employed at the
bottom may be forged out ¢t .he labor market into the ranks of the

discouraged workers.

Types of ébVérnméntai intécéeﬁeions

into five categor1es. economy—wxde stabilization pol;c;es economic

development activities, human resource development policies, equal.

employment opportiinity pol1c1es, and income support programs. In most
instances, rural labor markets are affected by programs . and- pol1c1es

instances the intervent1ons are des1gned spec1f1cally to respond to rural
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needs. Unfortunately, to the degree that any research is involved in the

analysis of the -erceived problems or th. design of the policy responses,
the research is usually based on the manipulation of secondary data .

collected at the national level (which is heavily :veighted by the urban

sector) or findings based on primary research conducted. on urban labor
market behavior. Research based exclusively on rural labor market needs
and behavior is scant,

Despite the size and importance of the rural population and - ibor force,
the design of programs and policies for rural labor ~arkets has been
severely hampered by the lack of a commitment by the Federal Govermment to

the corduct of exclusive, comprehensive, and ongoing research on policy

needs and policy effectiveness in tural areas. Hence, the discussion that
follows is based on what appears to be the case, but, frankly stated, the
research base is so thin that it is impossible to speak with certainty
abcut what is known or what can be done based on past experience. This

paucity of knowledge is its: / - ’'rdictment of the past and present

iradequacies of govermméntai : . -iies in rural labor markets.

Stabilization Policy

Perhaps_nowhere is the problem of lack of concern over the effects of

public policy measures on rural iabor markets more clearly demonstrated

than when it comes to the implementation of economic stabilization
policies. -These are the monetary and fiscal policy measures that are

implemented to combat inflation and unemployment: They are intended to

counter the ups and dowus of the business cycles

The effects of the tight money policias of the laté seventies and early

eighties severely impacted the rural labor market; especially those areas
where agriculture was dominate. The fact that interest rates have
continued to be high in "real” terms in the mid-eighties is certainly a
major explanation for the contirpmir~ financial plight of manv rurai = -
communities. But to make matters -'cime, the fiscal policy af the eighties
can only be described as being disaster to the economic weifare of rural

America, The principles of these economic undertakings were set by the B
Budget Reconciliation Act of 1981 as put forth by the leagan Administration
and enacted by Congress. They have continued to be the basis for national
economic policy since that time.

Essentially; the policy contained three elements. The first principle was 2
25-percent cut in Federal personal income taxes. The tax cuts, however,
were proportional to income, Hence, as thére were proportiomally more
people in lower—-income brackets and fewer people with higher income
brackets in most rural areas than in most urban areas, the rural ecoromy
received substantially less stimulation than did the urban- econoiy.
Secondly, on the expenditure side, there were sharp reductions in the

expenditures for social programs. Although people in tural areas have had

greater difficulty qualifying for many social programs, the

disproportionately larger size of the low-income population of rural areas
means that these communities were more affected by cutbacks than were most

urban areas: Thirdly, also on the expenditure side, there has been the
massive buildup in defense expenditures. Undoubtedly some of the

additioral defense spending will go into a few rural areas, but most of
rural America will not be touched. Consequently, the combined effects of

these major fiscal policy initiatives in the early eighties have; at best,
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meant that most riral communities have benefited only marginally and most
have not been helped at all. It is also likely that some rural cohmunities

Ore regional study was done by the Tennessee Valley Authority (TVA) of the
impact of this economic package: TVA has a service area that includes

201 countles that are either in its watershed or that use its electric
powcr. _These counties are located in all or parts of seven States and they

ar2 overwhelming rural. The TVA study found that; collectively, the

count1es in its vast service area received oniy 17 percent. of the economic
stimulatxon rece1ved by the Nation from this overall package and it found
that a number of areas had actually been negatively affected (Office of

Chief Economist of TVA, 1983, pp. S7-8).

S1m11arly,,the aforement1oned study by the Southern Regional Counc1l in

1985 also attributed the sharp increase in poverty in its l1-State area to

these cutbacks in e11g1b111ty for social programs. that have occurred since

1981 (Schmidt, 1985). The study estimated that it was the pensple in the
South, in general, and in the rural South, in particular, who were the

worst affected by these changes.

research has been. conducted on the 1mpact of . these initiatives on tbe rural

sector as a distinct entity. It may be for this reason that the people in
many rural commun1t1es have nad difficulty urnderstanding what all of the
talk of an “economic recovery” has been about.

Economic Devel opment

ever tbe long rnn, governmental pol:c1es to. st1mulate economic development

in rural areas have amassed a record of achievements that rank high on any

list of national accomplishments. They have contributed significartly to
the pre-eminent role that the United States has attained in the 20th
century in world eco~omic affairs. The list of 1nterventlons is fac too
long to discuss in this present format, But becaus: it has become.
fashionable tad iy ‘o speak only in terms of private sector accomplishments,

it is, unf.-tunately; essential to cite some of the crucial goverr— -*al

interventions. For uiuless this theme of joint public-private cc . = <cion
is fully recognized as bring the positive force that it - ie evioustly
be<n; there is- the real canger -hat rural America may fa':© . .iim to the

false belief that unguided market féices dr1Ven by private de°1res and
initiative have been responsible for past achievements and tnat such-a
course offers the best hope for future accomplishments. Nothing could be

farther from the truth., It is this tlieme from the past,ithe pos1t1ve role

that public policy has taken in shaping the economic development of rural
America, that needs %o be reaffirmed in order that it be continued.

mentzon of,theeuomestead Act of 1862. ,It,dlstrlbuted at; no cost, more
than 80 million acres of public land to rural settlers_ in the 19th century.

It was followed the same year by the Morrill Act whereby the Federal .=

Government turned over 17 million acres of publxc land to State governments
to sell under the condition that the proceeds be used to endow agriCultural
and mechanical arts colleges, popularly called "people's colleges -at the
time; in every State. By the eighties, there were 69 such institutiors,

Aside from their educational missions; these land-grant uriversities aud
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colleges have provided the research crucible from which many of the new
agricultural technologies and methodologies have sprung that have created_
the agricultural produection revolution in this country azi the world since.

the end of World War II. Another landmark example of public policy was the

Reclamation Act_of 1902 which outlined the long-term development policy for
the arid Southwest. Through its subsequent public works authorizatiois the
Act has made posszble the use of Federal funds to conStruct large-scal=a
1rrigation and land reclamatlon progects. The fruits of this far-reach1ng
legislation can be seen in the fact that at the time of its passage the

five States of the Southwest had a combined population of about half the

size of the city of Chicago, but by 1980 the States accounted for 21

percent of the population of the entire United States. Moreover, those

portions of the rural Southwest that have benefited from the irrigation

projects have become a veritable cornucopla of agricultural and livestock
output. Mention also must be made of the various policy initiatives that
have created the Nation's national parks system and that have sought to
designate and to protect vast areas as historic national monuments.
Beginning in 1864 with the deS1gnat1on of Yosemite Valley in Califormia by

President Abraham ’incoln as a federally protected area, the establishment
of the first natioumal park at Yellowstone in Wyoming in 1877 and fo!lowed

by the passage of the Antiquities Act of 1906 (which allows the president
to proclaim certain historic areas as national monuments); more than 330
such areas, mostly in rural Amerlca were in existence by the mid-eighti:s.

These designated areas have contributed 1mmense43 to tie development of

recreational and tourist. lndustrles in many of chese 1oca11t1es. ﬁnother
relevant piece of legislation was the Tennessee Valley Act of 1933. It

represented the greatest hydroelectrlc project in history up until thit
time; In harnessing the vast water resources of a mostly rural area
covering 40,000 square miles in all or parts of seven States; it_has_been

instrumental to the economic development and industrial d1ver¢1f1cat10n of

a. region that was once one of the most impoverished and forlorn areas of

the entire_Nation. ,Ohv1ous1y, the list could go on and it would include

the role of. pub11c policy in the areas of rural electriflcatlon highwais;

rai. oad right of ways, military base locatjons, defense testlng sites; and

pub11c works infrastructure enhancements. It would a1so, -of course, need

enacted over the ~cars. These have included agrxcuiturai programs to

support prices; to Jimit. -mports t» subsidize exports, to underwrite the

costs of research, and to assi:* ir comservation measures:

The point is that public policy has served a long and positzvo nlstory as
an instrument of rural economic development. By enhanciag the economic

climate of rural areas; they have significantly contributed to the
opportunities for the private _sector to flourish: . As the demard for 1abor

is derived from the demand for products and services, these policies have

contributed directly and indirectly to the generation of employment and the

provision of income for rural workers.

It is true of course that State governments have also 1nstituted programs

and providcd infrastrucrure in their rural sectors that _have also assisted

in tle developmental -process. The rffectiveness of these undertakings,

however; are not _well documented largely because they have seldom been the

subject of independent research. State initiatives, however, often go

beyond merely enhancing the economic climate. They have frequently sought

to assist particular private enterprises through tax abatements; subsidized
low-interest ratés on capltal loans, and providing iinkages with local
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educatloniagditratn;ng 1nst1tut1ons to prepare workers lor new jobs. These
undertakings best serve the Nation when they assist new 1ndustr1°s to be

created or to expand cxisting enterprises. But, on the other hana, they do

not help when they are linked to attracting f1rms from cne State to
another. Unfortunately, such ° beggar—thy—nelghbor policies have_bez~ fa:
too common in the post-World War II era:. There is _probably tittle t

be done to stop such predatory practices, but these undertakings do - -

deserve praise or support: In the absence of nat1onal concern over .

necessity to develop an extensive industrial policy for the Nation; the

bitter competition between the States to encouragé relocation of privatc

enterprises is likely to continue. But while one community and its workers
benefit, another community and its workers lose. Hence, the Nation as a
whole is no better off.

At the local. level,,the governmenta1 bod1es of most rural comminities often

lack _the resources and the. expertise .to conduct extensive economic

development activities, Some may de51gnate 1ndustr1a1 patrks; - bdlld

Infrastructure, and prDV1de tax breaks, but othets are often f1nanc1a11y
constrainead in the size and scope of such activities. In some cases;

however, local- community pressures may be an obstacle to rural economic

developmeént, Research on southern rural labor m:r*ets; for. 1nstance, has

found that some rural communities are dominated by small elites who only

want “certain kinds” of development to take place (Rungeling and others,
1977, pp. 243-4). They fear that local wage strictures and employment

patterns may be altered, community power sStructutres may be changed,; taxes
may be increased, or that unions may come. If this is the case; the
prospects for_ economic development in these communities are hindered.
Ecornomic development, by definition, implies a commxtment to change and to
diversity. Economic growth, on the other hand, implies more of what

already exists: Too often, rural communlties need economic d relooment but

are actually seeking economic growth, which may or may not be possible
given prevail1ng industrial trends.

fo-us in-tural areas has been on the needs of agricuitural IntP;EStS and

its particular problems: Beginning in 1961, however, a series of .

legislative initiatives were undertaken by the Federal Govermment to

address the problems cf rural areas other than those that pertain directly

to asriculture. In general, the legislation has sought to establish a
planning process betwween local governments and between levels of_ }

government. 1In general, these efforts have adopted "a process. approach

that has SOught tc promote growth and development in local communities,

Although the details have varied, the.iritiatives have generally been

designed to enhance the access of local communities uind local private

enterprises to capital markets. 7Taus, they have involved direct. loans,

loan guarantees, and subsidized interest rates. Also; some of the_ _programs

have included public wotks projects that have been designed to_improve the

infrastricture of local communities and some have been ‘inked to the

provision of training. Although there were initis1 +: orts to target the
limited funds to the "worst,,first" communities ° - 1in greatest need),
the policy of trying to identify “"growth center , - is with the greatest
potential for growth) soon became the preferr - . -aure. But studies of
actual fund allocations indicated that noner. . .. f:.tors (of which
political considerations were one) often in' - - - ¢ :+. decisions (Johnson,
1971, p. 277). Lack of local. initiative; 1w . - . w+ < juabbling,.
interagency coordination problems, and poc: :: - .ng havé produced mixed
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results from these efforts (Chappell 1972, pp. 93- 5) The Rural ) :
Development Act of 1972 as well as 1ts ~Ssticcessor, the Rural Development Act
of 1980 have also attempted to pursue investment oriented strategies to
1mprove both the economy and the living conditions of rural Awmerica.

Federal budget reductions in the_ eighties have eliminated or reduced the

scale of . many of these. unﬂertakxngs., But aSIdE from the. 1deolo«~nal

debates over whether the. Govermment should ass1st the privatr seciLor
directly or indirectly, the entire experience to date has raised a larger
policy - dilemma.f Namely the number of persons in many rural a:Zas who are
qualified for direct empioyment in the new industries that are attracted to

a rural area is oliten limited. Hence; should public policy. =:tempt to

attract industries whose occupacional requirements exceed the skill 1evels

of the local 1apor supply9 if so, the. result often is that the new

enterprises imj rt their skilled workers and only skim the local labor
force of its best workers. This leaves most of the original work force
ui. Zfected by the development.  strategy and it may leave some of the

original enterprises worse off because they have lost their best workers:

It is precisely this fear that sometimes leads to local opposition to the

adoption of development programs unters: they are restricted to absorb

clearly existing labor surpluses: Or conversely, should public policy
advocate a human resource develoment strategy that emphasizes ttraining and
reducation but which seeks to prepare people for private sector jobs that

future? More concisely, _jobs . alone may_ fiot_ help the local labor force if

there_has been no previous emphasis on education and training, but._.

education and trairing are of little benefit to the local economy if there
are. no Jobs. Some State govermments, for example, South _Carolina and .
Alabama, have attemptad to combine these approaches by offering customized
training to new or expanding-enterprises within their States: But this

strategy does require careful planning, extensive coordination, and ongoing

funding support by the public agencies to be useful.

Human Resource Development

All research on :'i1vz® 'abor markets have pinpointed human resource

development as a .: . /'va_ public policy issue (‘or example, see Marshall,
1974; ch. 4; Runge.i:: and others; 1977, ch. 7); The decline of the
agricultural sector since the end of World War II and the growth of the

rural nomagricultural sector has accentuated the problem of matching
workers displaced in one industry w1th emerging opportunities elsewhere,
When one contrasts the degree of policy interest that has been generated in
the: past -decade over the several hundred thousand steel and automobile

workers _displaced from their_jobs with the total indifferernce shown to the

5 miliion workers dinpiaced from. agriculture since the late forties, the

inequities in treatment become painfully obvious:

The prohl'em of provii‘ng himah rescitces development programs to rutal
workers is more than simply an issue of neglect of attentiom. It irvolves

the ways in which most Federal programs are designed and funded:

Since the early sixties, the Federal Government has enacted a series of
economically disadvantaged and the unemployed population Program-
matically, they have involved opportunities for classrcom occupationzl
training, on-the-job training, adult basic educatior, work experience, and,
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unt11 1981, publlc sector_ job_ creation. Spec1al versions of these programs

were created for subgroups_such as youths and welfare recipients. Aside

from a small program in the late sixties and early seventies called “"Green

Thumb” for older rurat workers,rthe only other programs designed

exclusively for workers in rural ateas have been a host of _programs for

migrant farmworkers and their families. Despite_the fact that migrant

workers are only a small fraction of the Nation's. agricultural work force,

their h1gh national visibility as they move across the Nation has exposed

the often deplorable conditions under which they work and live to a large

segment of the public. Hence, their plight has bécome the target of a

myriad of assistance programs. In most instances; these_endeavors have. .
sought to reduce the hardships associated with the low_incomes they receive

for their efforts (such as health; nutrition; and housing programs), but

some have also sought to attack the basic problems of educational and skill
déficienciesf, For the remainder of the rural labor force, they have had to
find places in the general programs that were passed largely in response to

urban problems and which were simply extended in toto to rural areas;

The greatest problem associated. wzth these policy endeavors has been tr

lov; scale of their act1y1tiy relative to the universe of need. Given ©ee

high incidence of poverty, the large minority populations, and the

indications of massive subemployed and underemployed, it would seem tha:
these programs should have been disproportionately present in rural areas.

But this has not been the case. Aside from the fact that Federsl funding

was_only sufficient to offer opportunxties for_a smaill portJon of the

e11g1ble population; the funds that were available prior tc 1982 were

generally allocated on the basis of unemployment rates. The reliance upon

this standard meant that urban areas received the lion's share of what was

provided; Ironically, as rural unemployment rates have begun to exceed

urban rates sicce the end of the seventies; -the available funding for these
endeavors has been slashed. Moreover; in- 1982, the Job Training = _

Partnership Act (JT?A) replaced previous legislation —— known as the
Comprehensive Employment and Training Act of 1973, (CETA) Under JTPA, the

formula for the allocation of funds is composed of three equal components.
A third of the money is provided according to each State's relative share

of low-income persons; a third according to the State's relative shatre of
unemployed persons above 4.5 percent of the labor force' and a third
according to the State's relative share of unemployed persons_above 6.5

perceat of the labor force, In sharp conirast to the CETA system, under

JTPA; however; the allocated funds under the formula do not flow

automatically to the local areas of need. Rather, they go to the States

based on their unemployment and low-income data (National Council on
Employment Policy, July 1985). Thus, there is no guarantee that the tural
areas of a State will receive a share proportionate to their problems.

Because the allocations to each_State are based on statewide. data, it is

possible_that economic condxtions could improve in the metropolitan areas

of the State while they do not (or even get worse) in rural ateas. As a

result, the State could fird ts allocation under one or more portions of
the formula reduced or e11minated.7 The fact that nonmetropolitan

and that metropolit a unem;loyment rates have declined faster than rural
rates since 1983 means that “his has_ undoubtedly been the case,

Unfertunately, the U.S: Deparcment of Labor has not felt obliged either to

build a national data system to collect inf .rmation on JTPA or to conduct

extensive research on program operations as was the case under CETA. The
sharp declire in the level of funding under JTPA as well as the nature of
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its allocation system strongly suggest that JTPA has little to offer rural

workers: But it is a subject that begs to be researched.

It should be noted however, that if unﬂeremployment measures . are actually
developed and if they are included in formulas that allocate fumds fcr
Federal programs, there would be a considerable increase in assistance
provided under most programs to rural areas. As such increases will
probably mean decreases elsewhere; it is _likely that there will be imnense.

political opposition to any effort to change the prevailing urban bias that

accentuates unempl nvoment as the key allocator (Natxonal Governor s
Association. 197%, pp, 86-87). Thus, .art of the resistance to the wider
adoption uf uconom1c hardsh1p measurr : ntems not from log1c or

mlgh\ be.

Aside from program mechanics, there have been other more fundamental
problems confronting human resource programs in rural areas. Because rural
populations are more dispersed than urban pqulat1ons it is n1ff1cu1t to
provide classroom training programs in ccnvenient areas. -In addition;
under JTPA the private busines sector; through Private Industry Councils
(PIC's), are supposed tv _play a crucial role in program desig-. It _is less

lIikely. in rural areas that the bus1ness community is as organized, as

committed, or as capabale ~s in urban areas to perform this crucial role.
There has already been concern i: urban areas over the commitment and
dedication of PIC'S, bit to date no serious study has even been made ff
what is-happening in rural areas -(National Council on Employment Bolluy,;
July 1985). Likewise; JTPA was designed to exclude the payment of training

stipends for most of its programs: Under CETA, such stiperds were usually

available; As a consequeﬁce, JTPA training has tended to be of short-term

diration and 1t has had difficulty meecing its partlcipatlon goals for
youths. Rural workers in particular need long—term training Opportunit1es
that _can overcome Serious training deficiencies and to prepare them for the

better quality jobs which are often the only ones that are available.

hxkewise, rurail youths need . quallty ttazning 8ince many of them will =

probably have to leave :their local - 'mmunities to find jobs in metropolitan

areas or in growth cen’ 78 in rura’ ‘'zas. But JTPA does not seem capable
of meetiung these needs.

The resear:zn on other foris of publicly supported training in rural areas
is also scant, What is available indicates that formal aprrenticeship

training is virtually nonexistent and that vocational education in rural

communities is also 11mited in both its size and scope. - The vocational

education that is offered is too often only vocational agriculture and home
economics: Many rural communities are reluctant to establish vocational
training programs for occupations that do not exist in their localities.
They fear it will only contribute to the outmigration of their youth. As a

consequence, the youth tend to leave anyway because there are so few

quality jobs locally available, but the yout™ then find themselves

unprepared to compete for better )obs in tae areas to which they go. Much
more needs to be known about the potent1a1 and the reality of vocational
education in rural areas before £irm policy conclusions can be drawn:

Tragigal;yz7thefhgmagiresogrce program of the past decade that appears_to
have been the most successful for rural workers and rura. communities is

:he one that JTPA was designed to eliminate: public serv ce employment

(Briggs and others, 1984; Nathan and others; 1981). The job creation
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prograims of the seventies in rural areas were able to provide reeded public

sexrvices that were often ronexistent or 1n5uffxc1ently avaxlable, for

example; emergency service; teacher aids, senior citizen care, ard

conservation work. As the JObS were in the publ1c sector, they often ~

provided better wages ai’ more regular employment than those in much of the

private sector. Job opportun1t1es were actually created in many rural
areas whe1e the shortage of 3obs 1s a notor1ous problem. Also, these_ Jobs

leave where they are, and 1f they do go; . they are often unprepared te fzh&
similarly skilled job opportunities. In the meantime, the public service
jobs often enhanced the quality of life in rural areas, which improved the
possibilities_that economic development could subsequently occur. Thare

were also spec:al job. creation programs that were available for rural -
youths (under the Youth Employment and Demonstration Projects Act of i977)

that were espec1ally beneficial. But desp;te the fact that. research on the

demonstrated benefits of public service employment was consistently

positive, this program tactic fell victim to political rhetoric that was

looking for ways to reduce social expenditures (Briggs, 1982). Hence, JTPA

is_conspiiuous by its_ absence of any direct public sector job creation

programs. In matmy - rural areas, the ava.l lable work force needs jobs more
than it does training. Given the types of- 3obs that presently exist in.
the1r localltles, trainlng is often not going to help the participants f1nd

1mmed1ate employment., Job creation programs,rhowever, provide JOb

opportunities; and; in the process; they often serve as - a form of

on—the-job training from which the parricipants gain work experierice that

prepares them for other jobs in either the public oi pr1vate sector should
they later materialize. In the meantime, the worker has a job and the
local community benefits from the availability of the work thav is
provided.

One type of publicly supported trazni = that was. initlated in the §7 xt1es

the costs of a private employer whi: -a"rxcs to hire an 9§gual5§§eq wgrker.,
The intintion is that the worker will i~n:s enough in the position so that
he or she may, within a set period of fim , Secew: zufficiently

knowledgeable to bc retained .as a perman . f~mployee without a subs1dy. -

0JT, however, does require careful adm1n1strat1on to ensure that the people
hired really. would only be hired with the subsidy and it does take time to
deve10p the interest of employers. Also; OJT hiring is generally .

Jrocyclical (that is; employers are willing to participate when times are

good but are reluctant to take on and to keep a'l:~ional workers when times

are bad): Nonetheless; since many private employers in rural ai- -5 are

small bnsxﬁesses,7§t71s believed that OJT off~rs-more potential for

successful placements in actual jobs than does classroom ttraining programs
which train first and hope that jobs will be available when trainees ares

Anbthér,eohtribﬁtioh that Government can make to human resource developiment
is the provision of up-to-date labor market information. What types of
jobs are increasing and which are not? What does one have to do to prepare
for the types of jobs that are growing? And where are both the jobs and
the jcb seekers both in the community and elsewhere? 1In rural areas; _
however, these public services are often unavailable or provided only a

minimal basis. Budgetary cutbacks in the eighties in the Federal funds
that finance the State public employmcat services (often called the “job
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service” in many States) have curtailed this mission (National Cou,.2il on

Employment Policy, May 1985).,,A1though the job service in many States has

often failed to meet._the expectat1ois of its suppo*ters, criticism in the

past has. usuaily sought only to 1mprove its operatlons, not to ellminate oY
reduce its vital aet1vities. It is true that mc. © job seekors +nd most
employers can find each other without a tublic intermediary; b not all
workers-or employers can. Such is especially the case for low-wago
industries and low-wage workers or_where casual and seasonal work :s

frequent as_is the case_in rural areas.. A public agency cau greatly

facilitate the labor market exchange function at the couaty (or

multi-county) level. The public job service also in the past provided a
number of other useful labor market functions (recruiting and screening for
publicly supported training programs and the provision of labor market
information on a local, State, regional and national basis). It seems
certain that the reductiofis in the availability of these public services,
if continued; can only hinder rural la»or market efficiency in the coming
yearss

Equal Emgl;yment Qppcrtunity

There is one area of huhnn resource pol1cy that has es=ent1ally been

igrnored in rural areas.- It is the subject of equal employment opp ~tunit
Removal of the artifical barriers to_employment in the workplacz and inp t:

practices of institutions _that prepare workers for the labsor_marke: _has.

been a subject of governmental concern since the. ear1y sixties. But the

enforcement and monitoring of the associated policies has been essentially
an urban phenomenon.f As not ed earlier, there is a d1sport1onately large
minority population in the,rt'alfwork forces of both,the Southeast (of
blacks) and the Southwest (o Chicaros). In both regions; overt employment

discrimination was a fact of life until goverrmental. polic;es ir_the -
sixties outlawed such practices (Briggs, 1973; Rungeling and others, 1977,

rpe 130-5): Likewise, the occupational. seg.egation of women in rural 1abor

is likely to be at least as extensive as :r urban areas but the subject of
rural employment discrimination has Seldom beer. explicitly studied. 1In one
study using primary data of soutnern rural labor markets, gender
discrimination was found to-be a-more pervasive and serious - problem than
was racial discriwination (Rungeling and others; 1977; p, 133).. =
Discrimination was most severe in the_case_of_bLlack wemen but_ wh~te women

were_also_seriously affected: Given the lower employment*to-populatlon

ratio of women throughout rural America, it is likely that gender

discrimination is one explanation for the lower labor force participation
rates and high unemployment rates of rural womer.

With_ almost a third of the Nation's labor force. 1arge1y res1d1ng in

nommetropolitan areas, it is a subject that demands both more research and

at least proportIOnal attention by governmental enforcement agenc1eo. The

one of the most important duties that governmental agencies hav -- tor
diseriminat1on,nas,beenﬂconsistentl) found to be a disease that the free
market system is willing to tolerate. _Despite theoretical _beliefs that

only productivity considerations_govern hiring and promotion decisions,

this premise was long ago found to be faulty. In urban areas,

antidiscrimination enforcement has become an important aspect of public
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pol1cy.7 But in rurai areas there is ro 1nd1cat1on that the subJect has
passed the rhetorical stage.

Poverty has lerg. been a dzsProportzonate probiem in rurai tmerzca.,w

Although there has been a long history of public involvement to combat thlS

problem, most of the efforts prior to the sixties dealt with ways to
sub51d12e those in need and those who cannot work. Slnce the s1xt1es,,

Many,,perhaps the. maJorzty, of the rural poor are not in the 1abor force

a:ﬂ; therefore, are beyond the purvzew of th1s paper.r Yet. the few

worklng poor and ,near poor (that 1s fam111es w1th worklng members but
whose total ircome is within 125 percent of existing poverty levels) who

are in the labor force . (Rungeling, 1977, ch: 6): This happens_because
wages are low and because employment opportunltzes are often Irregular in

terms of number of weeks worked in a given year. It is also due to such
labor market issues as the presence of discouraged workers and iuvoluntary
part-time employment which as previously noted; also appeat to be more
serious problems in rural than in urban areas.

Burlng the seventIes efforts were made by two dlfferent preszdenCIal

administrations to rernrm the Nation's outmoded weltare system (Moynihan,
1973: Burke and Burke, 1974; Lynn and Whitman, 1981). President Nixon was
abl. to secure passage of a part of his reform proposal. Namely, the:
Sﬁpplemental Security Income (5SI) program was enacted on Jamary 1, 1974.
SST created a uniform Federal income guarantee that applied. nat10nw1de for

the aged, blind, and 2isabled: ScT teplaced a. patch—work of contradictory

and inconsxstent State-administered programs tor these target pOpUlatIons.

The SSI program is the flrst natlonal cash—1-"ome guarantee program to -
ex1st 1n the Unlted oLates. But, the largest and nost 1mportant part of

p;otracted series of poizt1ca1 maneuvers in the. UsSs Senates: ‘Had it

passed, the existing AFDC system would have also been federalized and the
Nation would have had a federally guaranteed system of uniform benefits and
cover:ge for poor fam111es. It would have replaced; just as SSL,dld,fthe
preva111ng patch-wotk pattetrn of corntradictory and unequal benefits that
still eiist in the Nation' s 54 different political jurisdictions

solely on the need for income and the same standards would have. app11ed

natj onwide. The working poor (working fathers and nomnwelfare mothers)

would have been included as would many of the families of the "near poor"
whe work, In over half of the States, unemployed fathers would also have
become el®giblu; for the first time; for a cash supplemsn. to support their

families. Iu all likelibood; it would have been families in the rural =

cector of the economy who would have disproportionately benefited from the

federalization of this program. Later President Jimmy Carter in 1977 tried
to complete this reform drive by d01ng the same thlng, to federallze AFDC
apd to create a uniform family assistarice program, but his éfforts also
prove. unsuccessful when they, too, encountered stiff legislativ->
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tesistance. As a consequerce, this gaping hole in the Natior's social
insurance system remains to be closed.

The absence of welfare reform is. undoubtly one factor that continues to

explain the high incidence of working poor and rear poor_in rural areas.

Welfare reform will not eliminate either of these problems, but it could.
reduce the incidence of poverty #s well as the magnitude of hardship that
continues to envelop the lives of many rural workers and their families.

It is a role that governmental policies and programs urgently need to

,czxaeiuaiﬁé,,ﬁ bservati aﬁg

tended to be viewed as S1mp1y extensions of urban problems. In some_ _ .

instances, the same problems in urban amd rural areas have been amenable to
the same policy solutions. But this ig mnot always the case, Slmilarly,

some uniquely rural labor market issues do not receive approprl;tc

zttention because they are relatively less consequential to the larcer
urban sector of the economy. Yet, despite the fact that the labor force

and the populatioi: of the United States have become increasingly

irbanmoriented throughout the 20th Century, it is still the case that rural
America is a sizeable and critical part of the overall economy.

economy is Who will take respons1b111ty for def1n1ng, raas urlng, and

monitoring the affairs as well as for initiating lnhe needed policies and -

programs for the rural sector? Most of the _economic issues raised in ttis

paper have t-aditionally been Seen as responsibilities of the Federal
Govermment; although-Stateé and local governments somet1mes tan play a
strong supporting rcle. But at the Federal level, the overall

responszbzlzty for p011ey guidance of rural econom1c affalrs is d1ff1cu1t

to place. In fact, with the exception of agricultural issues; there really

is no effect;Ve voice or advocate., The U.S. Bepartment of Agrlculture

(USDA) has at times tzken some initiative to address rural nonfarm issues.

but these lnstances ar~ tco oftrn the except;on rather than the rule. Even

employers intarests. HSDA—sponsored research tends to be almost

excluszively oriented toward agriculture amd towvard productian goals.;

Little in the way of ongoing research efforts seem to be devoted to the

rural nonfarm Sector even though this sector dwarfs the farm sector.
Obviously, agr1Cu1tura1 interests should continue to be a high priority of
the U:S. Department of Agriculture;, but, if it does truly have
responsibility for overall rural economic development then it should put
its overall raesponsibilities in proper perspéctive. During the seventies,
the Office of Research amd Development irn the Employment and Training

Administrd ion of the U S. Department of . Agrzcuiture sponsored wuch of the

markets (Robson, 1984) . Since 1981 however this office has been,

decimated by "penny-wise, pOund-foolishﬁ budget cuts. The uncertainty

about what is happening to the rural labor force in the eighties only

serves again to emphasize the chronic need for the development of an
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ongoing research strategy to monitor 1abor market developments in rural _

Americai_ Some .agency. in the Federal Govermnment needs again to assume th1s
mantle of reponsibility.

Research alone— of course, is no_answer to contemporary rural 1abor market

problems. It can identify issues and, if--as was the case with the U.S.

Department of Labor research programs in the seventies--there is an

absolute imsistence that the research be policy-oriented and not mereiy

“numbers crunching,” research should be able to suggest policy options

(Robson, 1984). Research needs to be clearly attached to programmatic

actions and commitments. Govirnment alone cannot "solve” all the problems

of the rural economy but neither can the private sectors

Ultimately, the_ degree of. Government 1nvolvement in rural labor markets

requires a normative judgment of what makes a "good" -society (Clark _1983);

In_economic theory, it is easy to say that the eff1c1ency considerations _

alone would guide the. economy and that the free market should be allowed to

make the declslons without interference from. Governmenta But in practice,
decisions must be made in a social as well as a political climate with

economic principles representing only one dimension of human affairs.

Reliance on market decisions alone can be cruel, harsh, coerc1ve and

unfair in its outcomes. It has effectlvely been argued that “"justice is
the primary virtue of social institutions” (Rawls, 1971; ps 3)s

Govermment programs and- policies are designed to mitigate the human

suffering that would otherwiSe result Erom these labor. market adjustment

pressures. Such interventions are a vital feature of the. evolution of

American economic h1§E°F¥: ?heriegltlmacy of GoVernment 1tse1f must
ultimately be based on its :bility to satisfy the aspirations of iis

citizens over what is considered to be just. Government interventions are

not required only in circumstances where the market fails. Rather; the

primary role of govermment in a just soc1ety is to be_an active agent of

social change.; The purpose is not _to preserve the status quo but, rather,

to provide options to citizems with. regard to where they 11Ve and how they

earn their 11v1ngs. _This is the essence of the meaning of the "freedom to

choose.” It is the philosophy that should ultimately determine the role of

government in rural labor markets.
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DISCUSSION

Leonard E. Bloomquist 1/

Dr. Briggs makes a convincing argument that Govermment has always
played an important rcle inm rural labor markets: . There have been
government programs throughout this country's history designed to )
achieve rural economic development: Dr. Briggs reviews a long 1ist of
these programs, dating back to the Homestead Act of 1862. He alsas

discusses how the monetary and fiscal policies of ths natiomal

Govermment have important consequences for rural labor markets. His
basic point is that it is not a question of whether Govermment should
play a role in rural labor markets, but of what is the most effective
role for Govermment to play and for what purpose. He goes on to argue
that the overarching question in a Federal systsm of government is: _
What _level of govermment should take responsibility for programs that

affect rural labor markets? -Should it be thé Natiomal (Federal)
Government or State and local govermments?

I contend that the answer to this question depends on the policy goal
of govermment programs. Different levels of govermment are better

suited for certain policies than other levels. My comments are
organized into two parts:. In the first part; I develop a conceptual
framework for addressing Dtr. Briggs's question. The framework proves
useful for suggesting the level cf govermment at which different .
policies -should be formulated and/or administered: In the second

part, I discuss _some research issues concerning the role of government

in rural labor markets: The focus throughout is on the twin concerns
of this symposium: efficiency and equity in the performance of rural

labor markets.

Government Policies In a Federal System

Paul Peterson (1981) distinguishes govermment programs by whether they
have developmental or redistributive goals. 2/ Developmental programs
are designed to make an area more attractive to capital and labor to
develop the productive potential of land and other local resources.

By contrast, redistributive programs are designed to_ensure greater
equality in the distribution of rewards and opportunities than that
afforded by the local economy without Govermment intervention. The

programs discussed by Briggs can be contrasted according to this- .
scheme: Rural development and human resource programs atre examples of

~ 17 Leonard Bloomquist is a sociologist with the Buman Resources
Branch of the Agriculture and Rural Economics Divisiom, ERS.

.2/ Peterson (1981: 44) distinguishes Govermment programs with
"allocational” policy goals as a third type: .This type of program
allocates resources within a local economy without affecting their
relative distribution. Examples include police and fite protect.on
and street maintenmance. Peterson charactérizes these programs as
"housekeeping services.” 1Iin his scheme they make up a residual
category, in that these programs are "peither developmental mnor
redistributive.” Since the purpose here is to highlight the ,
contrasting effects of different types of Govermment programs on-rural

labor makets, the focus will be on developmental and redistributive

programs;
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developmental programs: On the other hand, equal opportunity amd
income support programs or (welfare programs in general) are examples
of redistributive programs.

redistributive pol‘cies.,,ﬂe claims that doing so bould undermine the

future developmental potential of a local area, since financing such

programs would require higher taxes and thus make a place less

attractive to capital and labor, other. things being equal. - Peterson
does believe that redistributive policies should be pursued; however,
they aré better formulated and funded at the national level: 1In this

way,; _ redistributive goals can be realized without undermining the

future vitality of local labor markets.

Peterson?s scheme can also be;releteq to,thé concerns of efficiency
and equity in local labor market performance. Developmental policies
are primarily concerned with efficiency issues; whereas redistributive
policies are concerned with equity issues: The implication of

Peterson's scheme is that programs designed to enhance the effiCiency

of iocal labor markets should be the primary responsibility of - local
and State govermments, Why’ Becaose of local policymakers, direct
involvement in their area. This gives them, on the one hand, ditext
knowledge of local needs and resources. With regard tolrﬁral,areas;,i
local _policymakers should be less _likely to have the "urban bias” that

Briggs contends has been a problem with most national intervention

policies to date. On the other hand, local policymakers also have a
direct interest in enhancing the efficiency of their local labor
market, given that their own well-being is tied to its performance.

It seems, however tuat local polieymakers are_not as_well equipped to

pursue_equity goals:__For_one, there_is Peterson s claim that_ 1ocal

redistributive programs, which essentiaily are designed to pursue

eqUity goals, undermine a local area's. developmental potential.

Moreover, there is. Briggs point that State and local development
strategies have unfortunately takeri on a "beggar-thy-neighbor"-

character. Often the effect has been to attract firms,from,other
local areas ﬁithoﬁt really crééting new jobs. One area's gaim is

another area's_ loss,,lFinally, it is possible that local poiirymakers

will be _tied to "vested interests” within the local status quos

Briggs points out that, in the rural South, local vested interests

often encouraged development in industries that would most benefit

then without taking into consideration the interests of pootr-blacks
aud other disadvantaged groups. In short, they pursued development
strategies without giving much weight to eﬁﬁiti goalsa

There are_ three maJor uoiicy impiications that can be drawn from this

discussion: First, the national Govermment should be responsible for
social welfare amd other redistributive programs. Second,
developmental programs shuuld be the primary responSibility of local
and State govermment; whete effiCiency would be more of an immediate
concern. Third; the national Govermment needs to be imvolved in_the
formulation of deyelopmental polices _as _well; to ensure_a_greater_

degree of equity in deveiopmental programs. - . Not oniy is there the. .

problem of unequal access to resources within local areas, but there
also is conSiderable inequity in the distribution of resources among
local areas. Specifically, many local areas are "resource poor”
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telative to others. Thas migbt call for some. ass1stance from the

national Govermment to enhance the developmental potential of these

areas in the interest of equity.

most effectively. ,The key, therefore, is not in ass1gn1ng prlmary

responsibility to a particular level of government, but in effective

coordination of the actions of different levels of government.

Effective coordination in turn requires réliable information. As

markets is WQefully,inadequate,for ‘this task. To. remedy th1s

situation there needs to be more research on the perlormance of rural

labor markets. Of course, a major purpose of this symposium has been
the identification of research issues for the Economic Research
Service to investigate. I would therefore like to close _my comments

paper and the general discussion.

Research Issues

I have identified four broad sets of research issues conceining the
role of Government: - (1) How can policymakers, especially natiomal-
policymakets, be betteér informed about develophmental -needs of rural.
areas? (2) What effects have Government programs had on rural labor._
markets in the past? (3) To what extent have zqual oppurtunity goals

been realized in rural labor markets? (4) What are some developmental

strategies_that local. p011cymakers have taken? Follow1ng are some

specific issues that could be addressed within each set.

Information Needs

A clear 1mp11cation of Briggs,epaper as well as of the general

discussion; is that natiomal pol1cymakersfneed more complete

information on rural areas. First, better measures of economlc

hardship in rural areas are needed. Briggs points out that the most
commonly used measure of ecotomic hardship, the unemployment rate; is
not as reliable for rural areas as for urban areas. A major reason_

for th1s is the greater degree of seasonal employment in rural areas; .

due to the seasonal demand for labor among many rural industries (w1th

agriculture being a prime example): The number of weeks unemployed in

a year rather than just the percentage unemployed at-a given point in
time would seem a-more reliable measure of economic hardship in rural
areas. ,Br;ggs calls for an even broader measure, a measure of
underemployment. The latter would include not only the number of
weeks employed (or_ conversely, unemployed) in a year, but also_whether

area residents' jobs_are below the skill levels that they possess: He

further contends that underemployment is much more prevalent.-in rural

areas than in urban areas. To xnvestigate thzs contention it is
necessary to obtain the best information possible on underemployment
in local labor markets.

SE¢ond policymakers need to know more about variance in rural _

employment structures. Briggs notes comnsiderable variance in the
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employment structures of rural areas. - - He ‘argues - that rural -
developmental pol“cies should be sen31tive to this, and rightfully so.

Horan aud Tolbert 1984 Ross and Green, 1985) It would be useful to

incorporate these._ and perhaps_other _typologies_into research_on rural

labor market performance:. “The purpose would. be to. investigate how

different types of rural labor markets differ in terms of
underemployment, labor force participation, income inequality and so
on. This would enable policymakers to target programs for particular
areas, depending on characteristics of the local employment structure.

Effects of Government isbiiéiéé

Another set of research issues is the effects of Government policies
on rural labor markets. One,importantfissue in this regard is the
effects of national and g;scalfmonEtary policies on rural areas.
Briggs and others participating in the symposium claim that current
policies have been a "disaster” for most rural areas. They e;ress
the belief that areas,dependent,bn agriculture and export_ . _ ___ ___

manufacturing have been especially hard hit by the national._ economic

poiicies of the last few years.. Then there is the other side of the

coin:. Are there any rural areas that have been favorably impacted by
recent fiscal and ~monetary policies? This would seem. to be the case

notes that most of this type of employment is concentrated in. urban
areas. There also is the question of the importance of industrial

diversity 3s a "buffer” for local areas when national economic
policies cnange.

Better information on specific develoPment programs is needed as well.
For iustance, Briggs contends that public employment programs have -
been quite -successful -in rural areas. -Assuming this is true; research
cn the kinds of activities that would be good for public employment.

would seem to be in order. One important question in this regard is
whether_these programs should be modeled after the New Deal's Work -

Progress Administration (WPA) and the Civ11ian Conservation Corp (CCC)
wzth their goal of refurbishing an area's infrastructute. Pethaps a
more appropriate goal in the present context would be provision of -
certain services, like ambulance service and-other emergency medical
care. Mamny rural areas do not have the population demsity to support

such-services through their private sector, although they would most

likely benefit from them: It would be useful to_evaluate programs.

that _praovide these services more. closely., However, public employment

has been all but_eliminated in recent years, so it may be difficult to

collect this information.

Finally,fthere 1s the issue of what kinds of governmenc programs would
be most effective at- gererating employment in the private sector,
Btiggs claims the Job Opportunities in the Business Sector {(JOBS)_

program- has been effective in this regard, although he stresses it _is

"procyclical,” meaning that businesses tend to participate in it oniy

during expanding periods of the business cycle. It also is important

te counsider what kimds of programs might facilitate job creation under
less favorable economic conditions.
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Equal Opportunity In Rural Labor Markets

The basic issue regarding equal opportunity programs is the _extent to

which equal opportunity for women and minorities has _been realized in

rural areas. There are two points of comparison that couid be

incorporated into_an investigation of this issue. For one, we need to

know how rural and urban labor markets compare in the realization of

these goals. Briggs and Tienda both suggest that rural labor markets
have lagged behind urban labor markets in this regard. It is
important to document the extent tj which this is true and to
investigate possible explanations of the difference: The issue of

regional variation in the degree of equal_opportunity also needs to be

addressed. Most. believe that equal opportunity goals have 1ot been

realized in the South as much as in other regions, but we should

examine this issue carefully, and not *ust assume that the South lags
behind the rest of the country in the extent of equal opportunity
afforded to women and minmorities.

Local Develogment Strategzes

The final set of research issues comncerns the development strategies
pursued by local and State -policymakers. The first task is to __

document the different kinds of local development strategies that have

been pursued. The next question to be addressed is how effective have

these strategies been at reaizzzng their. goals9 Can it- be established

that some strategies are clearly more effective than others? A

related issue is whether there are strategies that have not ended up

being ° beggar—thy-neighbor -programs. If so; it would be important. to

document their existence and analyze the conditioms under which they

have been implemented*,tfhere also is the question of whether local.

strategies. vary by region; Do Southern policymakers pursue strateg ies

that are different from those pursued in the Northeast and North

Central States9 Are the strategies of Western pol1cymakers distinctive
as well’ And ~assuming that regional differences are found, how

I :: <

Eet me conclude by returnlng to the twin themes of - the symposlum'
efficiency and equity in the performance of local labor markets. Just
as these themes have been underlying concerns of the symposium, they .

also should be underlying concerns of research on Govermment's. role in

local -1abor markets. On the one hand; research on govermment programs

should be concermed with the efficiency of a program at meeting its

goals, however defined:. On the other hamd, research should also.be

concerned with who benefits from a program. The latter should address

not only whose needs the program was designed to meet; but also whose
intetrests are served by the unintended consequences: _For example, a

rural develogment program could be associated with a. housiﬁg shortage

in an area,; due to rapid population growth:_ Similarly, it could lead

to_greater demand for day care facilities if a consequence was

increased labor force part1c1pation of women, By identifying
unintended consequences of Govermment programs, we camn assess not 'o”nly
how effective a program is at. enchancing -efficiency and/or equity in
rural labor markets but also begin to understand how Govermment can
play a more decisive role in achieving these goals.
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CONCLUSION

The symp951um provided a_forum for the exchauge of ideas and knowledge

about rural labor markets from a variety of perspectives. Its purpose was

to help researchers at the Agriculture and Rural Economics Division (ARED)

of the Economic Research Service develop a research agenda for studying
rural labor markets. The discussions in each of the four Sessions raised
nimerous 1nteresting and timely research questions; many of which ARED will
certainly want to incorporate into its investigations of rural labor market
performance. What follows is a synopsis of the recurring themes of the
symposium.

ﬁihéféitifiﬁwiacai Labor Harkéts

tremendous d1versity ‘that exists among 1ocal 1abor markets. The authors of

the papers have focused on differences between rural aad urban labor

markets, (or between nomnmetro and metro markets). The discussion also

highlighted how, in the aggregate, rural areas are becoming more similar to
metropolitan areas on such variables as earnings and the industrial and

occupational Striucture. However; researchers must guard against using this

information to conclude that_a_convergence of the rural and urban areas is

occurring. For there_is considerable. diversity among rural _areas on these

same variables: Recognizing the diversity that exists among the rural

labor market areas would increase the information available to policymakers
and planners. The implication is that labor market performance should be
analyzed within a local context; that is, within the geographical area that
people live and work.

Measurement,Issues

Recognition of th1s d1versxty further 1mp11es a greater sensit;v1ty toward

measurement issiues than is often true for .analyses of labor market

performance. - For example, the most commonly used measure. of economic

hardship in local areas is the_ unemployment rate, However, Tweeten and

Briggs both_argue in their papers that the unemployment measure was less

adequate for rural than urban settings. Rural workers, relative to urban

workers, tend to be underemployed rather than unemployed. Since official
unemployment statistics do not reflect the- ‘degree of underemployment in a

local labor market area; the extemt of hardship in rural areas is

underestimated. It_is important to_devise relijable measures. of

underemployment that can be incorporated into research on rural labor

market_ performance. Researchers should also 1nvest1gate how

causes of this variance.

Another Weasurement issue implied by the theme of diversity. is how to

identify local labor market_areas:__The general consensus of syﬁnosium

participants was that Wilbur Thompson's (1965, p.67) defirnition of a local

labor market as “the area bounded by the commuting radius around a district

of concentrated employment opportunities” is a useful starting point. An
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1mportant first step, therefore, is to decide upon an appropriate S
methodology for delineating commuting radii of local labor market areas: lj

Sources of Diversity

Once 1ocal market areas have been delineated the next step is to . _
investigate soutrces of diversity among local labor markets; with particular
emphasis on rural labor markets. A frequently mentioned source of

diversity was the geographically uneven distribution of industries.

Industrial sectors differ by past growth and futuie potential and, as Kale

points_out in his paper,. rural labor markets. are ofter characterized by

dependence on slow-growth or even declin.ng industrial secters.
Agriculture is-an obvious- example, biut- it was also pointed out in_
discussion that many of the manufacturing industries that have located in

rural areas are increasingly subject to foreign competition.

In addition, there is the issue of what the emerging service economy

impiies for rural labor markets. Many rural areas have experienced -
employment growth in service industries. Kale argues that more detail is
needed on the importance of services to-growth and stability in rural labor
marketg. He notes that the conventional view of service jobs as part of

the ° nonbas1c sector needs to be revised: Many service industries can be

considered ' 'basic,” in that the services. they provide bring income into a
local economy: Tourist industries and those that serve retirees (w1th -

their social security and pension funds) would be good examples of "basic"”
service industries., Little is known about the shotrt-term and long—term
effects of dependence on this type of service employment on rural labor

market performance.,,Researchers, policymakers and planners need to be .

more awatre of thé,t?péE,bf,serV1ce,employment available in rural areas and

how service jobs éompare with other types of employment.

Kale d1scusses other sources of divers1ty as well. In particular, rural

labor markets vary by regiomal location in addition to metropolitan _
proximity, - As a rule,- rural labor markets in the South and West have

experienced greater job growth than those in the Northeast and North .

Central regions. He also notes considerable diversity among tocal markets

within each region. _As_for metropolitan proximity,. except for a brief

period in the early seventies, most of the rural job growth has occurred in

areas relatively close to a metropolitan ateas. Yet another source of

diversity is the demographic structure of rural labor markets. Briggs

points-out that racial minorities make up a sizeable proportion of the
rural labor force in the South and Southwest. _Thus; analysis_of labor .

market performance in these regions must be sens1t1ve to. the preSence of . an
ethnically diverse labor force: There also is considerable variance in the
relative_ proportions of elderly in local labor market areas. It is

important to. 1nvestigate the p0551ble effects of a high proportion of = _

elderly residing in a local labor market aréa on labor market performance.

-17- Actually, as of thls writing, the. dec1s1on has _already been made.

Charles M. Tolbert II of Florida State. University has used the method of

cluster abalysis to delineate local labor market areas for the entire

United States based on 1980 journey-to~work data. The delineation in turn

has _served.as. a sampling frame for a spec1al Public Use Miero-Sample
(PUMS-D) of the 1980 Census of Population and Housing, This research was

funded it part by ARED, in conjunction with the Cooperative Regional
Project S-184,
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extent of industrial diversity w1thzn,1oca1 iabor_ markets. _The_ presnmption

is that dependence on a single industry can _be. detrImental to labor market
performance, at least in the. long runs . As Deaton points out in his paper,
deperdence on a single industry, let alone a single firm, implies high

risk;; A frequent diétﬁééibh topit ﬁéé thé current plight 6f égritﬁltﬁré—r

by small mannfacturing towns that have had plant shutdowns was also noteds
Most agreed that rural. policymakers should encourage development of a

diverse economic base for their labor market area. However, some. pointed
out that little research has actually been done on the relationship between
industrial diversity and labot matket performance. ARED was urged to
investigate this trelationship systematically.

Complexity of Effects

tnother recurring *heme vf the sympos1um discussions was._ the complex1ty of

the forces. that affect. local labor market performance., For example, Deaton
and Kale stressed the increasing sensitivity of rural labor market

performanceftoﬁchanges,1n the world economy. Briggs discussed how national

Finally, Tweeten and Briggs both evaluated the effects of Govermment

market-related institutions like job—placement agencies and trainming

programs.

At omne-poifnt in the gemneral discussion it was suggested that the myriad of
possible effects can be organized into five levels: (1) effects of -
macroecononic forces; like interest-rates or foreigi compétitioh;,(Z)
effects of national sectoral trends; like declining agricultural prices or
growth in high-tech_ and service industries; (3) impacts of labor = __

market-related_ 1nstitutions, like_Government or private. employment service

agencies' (&) . the influence of flrm—spec1f1c characteristzcs 11ke

strength of kinshlp ties to the local area.

It is doubtful that labor market reseachers can investigate the role_that

all of these factors play in affecting the. performance_of local labor

markets. They need, however, to be sensitive to this complexity when .
interpreting their research findings. For example, before concluding that
the current farm crisis, with the large number of fatm foreclosures, is the
result of declining agricultural prices (level 2) or foreign competition
(level 1), researchers and policymakers should be careful not to rule out
the possibility that some failure is simply the result: of poor judgmert or
mistakes on the part _of enterprise management (level 4)._ _Similarly, Deaton

contends  that the growth of off-farm employment among farm households. .

(level 5) has enabled some farm families to maintain their farms during a
period of rapidly declining agricultural prices (level 2). In other words,
this framework should aid AREDfresearchers to sort,tbrooghfwhat may at
first seem like contradictory findings to provide policymakers with- -
coherent analyses of the factors that influence the performance of local
labor markets:
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Efficiency and Equity Corncerns

Efficiency and equity are fundamental issues in labor market amalysis: = The
ideal, of course, is for a labor market to be both efficient and equitable,

although the contradictory relatiorship between these two goals . seems to
require a tradeoff; or compromise; between them: Tweeten notes that an
efficient labor market is not necessarily equitable in providing justice or

fairness_to everyone: Workers who bring little or no human resources to.
the labor market would bring little or no earnings home. By contrast; an

equitable labor market would provide a decent job at a decent wage to
anyone who wants one. This implies that workers have little incentive to
be productive in such a_market because they are assured of a job regardless
of performance. Tweeten argues that no Govermment can pursue for long

elther pure efficiency or pure equity goals, for a singular pursuit of one
will ultimately create social problems viewed from the other. The problem

with policies concerned only with efficiency goals is that they tend to
overlook the well-being of some citizens. By contrast; sole pursuit of

equity goals tends to remove incentives for efficieat use of resources.

While the tradeoff between efficiency and equity goals seems fairly clear

in the abstract;, empiricaliy it often 1s difficult to distinguish between
the efficiency and equity implications of a particular aspect of labor .

market performance. For instance, discrimination in a labor market can be

interpreted as evidence of inefficiency as well as inequity. _Most
researchers and policymakers regard discrimination as an equity issue,
implying that the lower earnings that women and minorities receive relative
to white men is unfair. But discrimination can also be regarded as an
efficiency issue, particularly if the focus is on differential returns to _

human capital investment. If women and/or minorities receive lower returns
to their investments in human capital than white men, then this would
indicate the existence of arbitrary restraints on labor market. .
transactions. According to Tweeten, the existence of such arbitrary
restraints implies inefficiencies in labor market performance. 2/
There is a similar ambivalence in other indicators of 1abor market
performance. For example, a high level of unemployment {or under-
employment) in a labor market implies inefficfency, in that the market is
unable to provide enough jobs to match_the labor supply.. This would be
especially true if the high level of unemployment persisted over a long
period of time, and thus could not be viewed as the market making an

adjustment_to_a temporary. disequilibrium in- the intérsection of demand and
supply factors. On the other hand, a high level of unemployment could be
interpreted as evidence of inequity, since it would imply that a sizeable

proportion of those seeking employment are denied the opportunity,

Other examples could be discussed, but by now the point should be clear.

Issues of labor market performance cannot be neatly classified as either
efficiency or equity issues. What this implies is that the appropriate

“mix” of efficiency and. equity goals is essentially a moral, or . __
philosophical, issue. As Briggs puts it in his paper, resolution of

~ 2/ Tweeten does not explicitly state that an efficient iabor market is

free of discrimination by sex and race. He does, however, state that an
“"efficient market is free of arbitrary restraints such as sex, race and
religious bias.:.: An efficient labor markeét would be apparent in equal

pay for equal work"” (p. 6).
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this issue requires a normative judgment about what makes a "good” society.
Research_can, therefore, provide information. 6ﬁl§ on the extent_to_which a

gIven goal ‘has been met; and not on whether one goal is more appropriate

tian another. Br1ggs insists there still is an important role forrresearch

to play, it is just that research. cannot provide definitive answers to some
basic- questions about labor market performance. What then, are some

of policy on labor market performance’ Thac is the subject of the next
sections

Research ard Policy

iesearch can aid the formulation of policy in two ways. First it can

markets, as discussed above;  In. addztion, research should seek to Speczfy

the complexity of effects that determine local labor market performance.
Some specific research issues underlying these themes have already been
discussed; and thus they will not be repeated here. It should be noted,
though, that these issues essentially constitute basic research: the
research focus is on producing information on the nature of local labor

markets that may not be directly relevant to specific policies or programss:

The purpose would be to develop @ more complete understanding of local

1ncorporate 1nto thei; decisions, lhat will depend on the relevance of
this infbrﬁation tb théir normative 3udgments about what constitutes good

Second, research can provide Informatxon on the effect veness of partxcular

programs. at meet1ng the1r policy goals. Although none of the papers plaoed

program is designed to_meet_ only”one”of these goals.,,For example, research

evaluating programs designed to achieve local ecomomic_growth should =

anzlyze whether the benefits of growth are equitably distributed: Indeed,

Deaton argues that the issue of whether there can be “growth with equity”
shoulu be a majer focus of research on local”labor market performance.”
Conversely; evaluations of "comparable worth"” programs should audress the
issue of the effects of these programs on economic incentives for the

different groups affected:

proyide,definitive answers to complex and valuefladen questions about labor
market performance. It can; however; serve an invaluable -service to:
policymakers by enhancing their _ability to make informed decisiomns_about

how to enhance labor market. performance. There is _an especially pressing

need for research on performance of rural labor markets, since a recurrent
theme of this symposium has been how little we know about rural labor
markets and their perfcrmance. The mark of the symposium S success will be
the extent to which it inspitres research on rural labor market performance
among ARED staff as well as others. It was the judgment of symposium
participants and hopefully of readers of these proceedings that the

symposium has accomplished just that:
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