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DEPARTMENT OF AGRICULTURE
OFFICE OF THE SECRETARY
WASHINGTON, D.C. 20250

Decar Collcague,

I am pleased to introduce you to Rural Conditions and Trends, a new USDA periodical that brings
you up-to-date information on what’s happening in rural America. Much of our Nation’s strength
comes from the small towns and countryside spread across our landscape. Yet, many of those
places face major challenges in building and maintaining an economy that will support their
residents. Economic shifts during the 1980’s were especially hard on rural countics and the people
living there. The 1990’s, however, offer an opportunity to revive rural economics.

Every 3 months, Rural Conditions and Trends will bring you the latest available data about
conditions in rural America and the well-being of rural people and their communities.

Forthcoming issucs will discuss recent changes in rural America in crisp, nontechnical language.
Plentiful charts and short tables help tell the story about topics such as these:

* Employment and uncmployment--How have they changed recently and why?

Industrial structure--What industries are becoming more important to rural areas?
Do those industries offer jobs with a future?

Eamings and income--What are the differences between nonmetro and metro arcas?
Why?

Poverty--How_ are changes in employment affecting the poorest rural residents?

Populaticn migration and growth--Are rural areas. growing? Where arc rurai people
moving?

After you have rcad through this premierc issue of Rural Conditions and Trends, 1 think you will
agree with me that this quarterly periodical will help you understand current conditions in rural
Arierica as you make decisions influencing its future.

Be surc to take a moment to complete the order form on the inside back cover to ensure that you
receive the coming issues of Rural Conditions and Trends. Or call the ERS-NASS order desk toll-
free at 1-800-999-6779.

Sincerely,

ROLAND R. VAUTOUR
Under Sccretary for Small Community and Rural Development
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Overview

Moderate improvements
in rural employment and
unemployment since
1986 have been tem-
pered by slow income
growth. Nonmetro
areas still significantly
lag metro areas in
economic well-being.

Rural Employment Growth improves,
Earnings Lag

Most economic indicators point to moderately improved rural economic conditions since
1986, particularty in 1988 and 1989, paralieling national economic gains. Urban areas con-
tinue to lead rural areas in most measures of economic well-being, but differences in unemploy-
ment and poverty rates have narrowed substantially. Nonmetro employment grew faster than
metro employment during 1989 by some measures, but data for the last quarter of 1989 suggest

a slowing of employment growth, perhaps associated with the overall weakness in manutactur-
ing employment.

The unemployment rate in rural areas fell in 1989 to a level unseen since the peak of the expan-
sionary period in 1979. At a low 5.7 percent, moreover, the rural unempicyment rate averaged
only half a percentage point above the metro rate. Thus, aithough it took the rural economy
much longer than the urbar: economy to pull out of the 1980-82 recessions, it apparently has got-
ten back on track aiter stalling in the middle of the decade.

This recent improvement is confirmed by the improved ability of rural areas to sustain population
growth. When the rural sconomy fared poorly in the mid-1980's, rural people moved out rapidly
enough for the population to decrease in over half of all nonmetro counties.

But the most recent dxia suggest that this trend has moderated significantly since 1986, just as
the rural economy hegan to improve. Rural areas may not be growing as fast as elsewhere, but
tiey are retaining more people than earlier, with substantially lower net outmigration.

This goed news about the rural economy and rural conditions should be tempered by the fact
that higher employment and lower unemployment have not translated into much improvement in
real per capita income. It has been sluggish in both nonmetro and metro areas since 1985.
While the gap has apparently narruwed slightly, per capita income in nonmetro areas remains
less than three-quarters that of metro areas.

. In sharp contrast to the slow growth in income was significant decline in nonmetro poverty rates

from 1986 to 1988. The recent employment growth seems to have especially benefited low-
income people. For example, the recent employment growth may have allowed laid-off bread-
winners to go back to work, or a second wage earner in a family to get a job, raising family
income above the poverty threshold. The low wages these workars probably earn, however, do
not increase their income enough to produce impressive improvement in per capita income in
rural areas. '

Real nonmetro earnings per job declined slightly in 1987, just as the nonmetro economy was
pickir.g up again. If this decline reflects the introduction of low-wage jobs into the nonmetro
economy, as other data suggest, it raises concerns about the quality of rural jobs and the long-
term economic well-baing cf rural people.

Why the nonmetro economy began to improve in the last 2 years is not clear, but we do have
some ideas about contributing factors. The developments that helped the national economy in
1986 contributed to the improved rural economy. But, that cannot be the total explanation since
the metro portion of the economy so signiiicantly outperformed the nonmetro in the mid-1980's.
Manufacturing employment grew significantly in 1986-87, encouraged by the weaker dollar on
foreign exchanges. The devalued dollar particularly helped rural areas, where a disproportion-
ate share of routine manufacturing competes directly with overseas producers. The decline in
mining employment also siowed somewhat. Significant rural outmigration duting the mid-1980's
may have taken some of the upward pressure off unemployment, leaving fewer rural job seekers.

Our assessment of conditions in rural areas draws from many sources of information, only a few
of which provide data on the last few months. We must, thus, be cautious in making any
assumptions about the future of the rural economy. We don't know enough about why it has
improved since 1986 to predict with any confidence that the improvement will continue. A strong
national economy in the immediate future would be a good sign, but whether that would be
enough to sustain nonmetro growth is less than clear.

6

Rural Conditions and Trends, Spring 1990 3




Macroeconomic Trends

After 3 years of rapid
economic activity, rising
interest rates cooled the
economy in 1989.
Following an unusual
first quarter, stable-to-
slightly falling rates
should support expan-
sion in 1990.

Transition in 1989, Sustainable Growth
in 1890

The effects of Federal Reserve (Fed) policy dominated developments in 1989. Tighter mone-
tary policy—slower money and credit supply growth—lowered 1989 economic growth com-
pared with the previous 3 years. Fed tightening, which began in the second half of 1988, was

designed to hold down inflation, a goal that appeared to have been accomplished by the end of
1989,

Why Did the Fed Tighten?

Fears that too-rapid economic growth would generate inflation prompted the Fed's tightening.
The gross national product (GNP}, adjusted for inflation, grew 4.4 percent in 1988, up from 3.7
percent in 1987. Industrial production growth accelerated, reaching a healthy 5.7 percent in
1988.

As economic activity increased, the civilian unemployment rate dropped frcm 7 percent in 1986
to 5.5 percent in 1988, the lowest annual average since 1974. A 33-percent decline in the value
of the dollar from 1985 to the end of 1988 sparked faster export growth and slower import
growth between 1985 and 1988. Real exports posted gains, and trade deficits nairowed.

Stimulated by export growth, capital investments rose dramatically. Business plant and equip-
ment spending surged 10.5 percent in 1988, compared with a 2-percent decline in 1986.

Moderate but rising inflation rates accompaniod faster real GNP growth. Consumer price infia-
tion jumped from 1.1 percent in 1986 to 4.4 percent in both 1987 and 1988.

In 1986, interest rates siipped with slower inflation and moderate GNP growth. In 1987, rates
rose siowly throughout the first 9 months as inflation crept up and real growth accelerated, but
dropped sharply after the October record stock market decline.

Interest Rates Rise

In 1988, analysts began to fear an inflation surge. Faster growth increased credit demands, put-
ting upward pressure on interest rates. In mid-1988, the Fed began siowing money and credit
supply growth by reducing bank reserves. By the end cf 1988, the Federal funds rate—the inter-
est rate charge 1 between banks for borrowing bank reserves—had risen almost 2 percentage
points. Bank prime rates rose with the Federal funds rate.

Inflation continued to ciimb in the first half of 1989. Producer prices rose an annualized 10.2 per-
cent in the first quarter, while consumer prices increased 6 percent. Rising crude oil prices

Federal Reserve tightening slows economy...
Rising inflation alarmed the Fed . ..

Consumer and Producer Price indexes

Consumer Price Index
Producer Price Index
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Macroeconomic Trends

Curbing industrial production . ..

Change in production from the same quarter of
the previous year

Percentage change
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caused most of the price hike, although consumer pricas ware still affected by the 1988 drought.
Although lower in the second guarter, annualized inflation was significantly above 1988, at 5.1
percent for producer prices and 4.8 percent for consumer prices.

High inflation in tha first half of 1989 intensified concern about a possible wage-price spiral, fur-
ther pushing interest rates up. By June 1989, the bank prime rate rose to 11.5 percent from
10.3 parcant in December 1988.

Due to higher interest rates, the Naiion’s industrial production slowed to an annual rate of 1.7
percent in the first quarter, compared with 3.5 percent in the second half of 1988. Manutacturing
production slowed to an annualized 2 percent, much less than the 5.3-percent rate in the fourth
quarter of 1888, Growth in nonagricultural jobs aiso slowed.

Rising interest rates began to push up the foreign exchange value of the dollar, dimming hopes
for continued robust export growth. The expacted slide in exports and a slowing industrial sector
generated recession forecasts.

When the inflation rate began to subside after the second quarter, the Fed reversed tactics and
cautiously began to lower interest rates. A precise astimate of when and by how much interest
rates affect the economy is hard to make. Thus, the Fed moved cautiously to avoid aggravating
inflation while promoting growth.

Despite the change in Fed policy, the effects of high interest rates persisted, crippling manutac-
turing, especially durable goods-preducing firms. By December, manufacturing production was
only 1.1 percent above the previous year, compared with 3.2 percent in June.

Manufacturing jobs dropped with production. Durable goods jobs feil 121,000 betwaen August
and November, a sharp contrast to the 91,000-job gain during the same period a year earlier.
Overall, goods-producing industries lost 254,000 jobs between August and December. Although
service-producing industry job growth slowed, service sector firms seem less sensitive to inter-
ast rate movements.

These conditions provided the backdrop for the events of 1990, which should have seen continu-
ing moderate inflation, with slowly declining interest rates, and moderate real growth. Unusually
harsh weather drove up energy and fresh food prices in the first quarter, howevaer, causing infla-
tion to jump. An early introduction of spring women’s apparel put additional shortrun pressure

on inflation. Long-term interest rates rose, reversing some of the deciines in the second half of
1989,

Since the price run-up in the first quarter was largely temporary, the most likely scenario has
only been postponed, not derailsd entirely. Barring a continuation of the unusual events, the
rest of 1990 should see 3.5- to 4.5-percent inflation, 2.5- to 3-percent real GNP growth, and sta-
ble to slightly falling interest rates.

[For turther information, contact Ralph Monaco or Elizabeth Mack, 202/786-1782.]

And lowering employment
Total and manufacturing employment, quarterly

Millions. nonagricultural jobs Millions, manufacturing jobs
110~ 20

Total nonagricultural employment
#@ Manutacturing employment

105 19.5
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| 1as

18

Rural Conditions and Trends, Spring 1990 5




Employment

Between 1988 and
1989, rural employment
grew faster than metro
employment for the first
time since the 1980-82
recession. However,
some data suggest that
rural growth slowed in
the last 3 months of
1989.

Nonmetro Employment Growth
Exceeds Metro

uring 1988-89, nonmaetro civilian employment grew more rapidly than metro employment for

the first time since the 1980-82 recession, according to Gensus Bureau data from the Cur-
rent Population Survey (CPS). Noi:metro employment increased an average of 3.7 percent
(891,000 workers) between 1988 and 1989. Metro employment rose by only 1.6 parcent (1.5

million workers) in the same period, while nonmetro employment grew faster than at any time
since 1983-84,

Substantial increases in the nonmetro labor force participation rate suggest that many unem-
ployed may have been rehired during 1988-89 and that growth in the size of the labor force con-
tinuad. Cver 63 percent of the nonmetro civilian population 16 years and older was in the lubor
force in 1989, an all-time high since the data were first collected in 1973 (app. table 1). Metro
areas also posted a record-high labor force participation rate of 67.4 parcent in 1989. Nonmetro
labor forca participation rates are lower, partly because of the higher rural proportions of dis-
abled and other individuals prevented from working because of family obligations.

Although nonmetro growth was substantial for 1989 as a whole, fourth quarter data indicate a
slowdown. The extent of this slowdown is not clear because different data show slightly different
trends. CPS data indicate a fourth quarter decline in nonmetro employment growth, which still
outstripped the growth in metro areas. Preliminary county-level data from the Bureau of Labor
Statistics (BLS) that had shown stronger nonmetro than metro growth in earlier 1989 quarters
show nonmetro growth to be slower than metro growth in the fourth quarter of 1989. Final BLS
revisions may not be as pessimistic as the preliminary numbers. Nationat declines in manufac-
turing employmaent in 1989, howevaer, hit nonmetro areas harder than metro areas, taking some
of the steam out of the recent improvement in rural employment.

The largest percentage gains in nonmetro employment during 1988-89 were among the 35-54
age group (up 5.7 percent), women (up 4.7 percent), and Hispanics (up 10.3 percent). The larg-
est absolute employment gains were among whites, women, and the 35-54 age group. Metro
areas show a similar pattern of employment growth among these groups, but at slower rates.

Rural employment finally recovered from the effects of the 1980-82 recession in 1988-89, but
the fourth quarter data make continued nonmetro growth uncertain. Shouid interest rates fall,

the economy axpand, and manufacturing employment rise in 1990, we expect nonmetro areas
to continue their recovery.

[For further information, contact Tim Parker, 202/786-1540.]
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Employment

Employment growth rates

Nonmetro employment gains were highest among women, Hispanics, and
those 35 54 years old, 1988-89

Percentage change by age. sex. race/ethnicity

Nonmetro

years
or older

Men

Women

White

Hispanic 0103

Black/other
1 1 L

i
.3 -1 1 3 5 7 9 11
Source: Current Population Survay.

U.S. employment growth siows
But, employment in nonmetro areas grew faster than eisewhere in 1988

Area 198586 1986-87 198728 1988-89
Fercent change
Nonmetro 1.72 0.91 2.25 3.74
Metro 2.43 3.04 2.25 1.63
United States 2.28 2.59 2.25 2.06

Source: Current Population Survey.
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Unemployment

Nonmetro unempioy-
ment rates have fallen
dramatically since the
1980-82 recession; how-
ever, teenagers, blacks,
and Hispanics contin-
ued to face high unem-
ployment in 1989.

Nonmetro Unemployment Continues
To Decline

onmetro unemployment has deaclined fairly consistently since its peak of 10.1 percent during

the 1980-82 recession, according to annual average data from the 1989 Current Population
Survey. Nonmetro unemployment dropped from 6.2 percent in 1988 to 5.7 percent in 1989 and
has now returned to prerecession levels. Unemployment remains higher in nonmetro areas than
in metro areas, whers it was 5.2 percent in 1989, about haif a percentage point lower than non-
metro areas. Before 1980, nonmatro unemployment was lower.

Bureau of Labor Statistics (BLS) data also show falling unemployment, although the BLS shows
a consistently higher nonmetro unamployment rate and a higher metro-nonmetro gap than the
CPS. Preliminary BLS data for 1989 indicate that the average nonmetro unemployment rate
was 6.4 percent compared with 5 parcent for metro areas.

Despite the declines in nonmetro unemployment rates, unemployment remains relatively high
among some populaticn groups, particularly minorities and teenagers. In 1989, 15.3 percent of
teanagers, 12 percent of blacks, and 9.3 parcent of Hispanics in nonmetro areas were looking
for work. Nonmetro biatk teenagers had a particularly high unemployment rate, over 32 per-
cent, in 1989. Except for blacks, these groups have seen the greatest declines in unemploy-
ment. Thus, those considered hard-core unemployed seem io be getting jobs as the economy
moves toward full emplioyment.

These ofiicial unemployment statistics tend to underestimate employment problems, especially
in nonmetro areas, in part because they ds not consider discouraged workers or the underem-
ployed. The nonmetro adjusted unemployment rate, which includes discouraged workers who
hava given up looking for work and half of those who work part-tims but want to work full-time,

was 9.1 percunt for nonmetro areas and 7.5 percent for metro areas in 1989. Howaever, the

adjusted unemployment rate has fai" » faster in nonmetro areas, and the metro-nonmetro gap
has narrowed considerably since 197S.

With continuous daclines in unemployment, rural America appears to have recovered from the
economic effects of the 1980-82 recession. At the same time, the direction the economy will
take in the near future is uncertain. Althicugh the sconomy showed signs of weaknass in tha last
half of 1989, few economic experts are predicting a recassion in the next year. Moderate eco-
nomic growth, curbed infiation, lower interest rates, and some gains in manufacturing production
and employment are morae likely. If this prediction holds, rural unempioyment levels will probably
continue to drop during 1990.

[For further information, contact Leslie A. Whitener, 202/786-1540.]
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Unemployment

Unemployment at decade low

1989 nonmetro unemployment down from 1982-83, but still higher than
metro levels

Percentage unemployed
20 ~

15]- _—Nonmetro adjusted’

Metro adjusted’
10

Official nonmetro

Official metro —

0 1 1 I 1 1 | 1 1 | |
1979 80 81 82 83 84 85 86 87 88 89

'Includes discouraged workers and half of the workers employed part-time for economic reasons.
Source: Current Population Survey.

Unemployment down for most rural groups
Nonmetro teenagers, blacks, and Hispanics continued to have high unemployment

in 1989
Nonmetro Metro
ltem 1988 1989 1989
Thousands
Civilian labor force 25,409 26,209 97,660
Unemployed 1,582 1,491 5,036
Percent
Unemployment rate:
All civilian workers 6.2 5.7 5.2
Adult men 5.4 48 4.4
Adult women 5.6 5.1 4.6
Teenagers 163 15.3 12.4
White 5.6 51 43
Black 12.8 12.0 113
Black teenagers 32.2 324 324
Hispanic 12.7 9.3 7.9
Adjusted unemployment rate ' 10.1 9.1 7.5

! Unemployment rate adjusted to include discouraged workers and half of the workars employed
part-time for economic reasons.

Source: Current Population Survey.
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Industry

Employment growth
accelerated in nonmetro
manufacturing and
construction as the U.S.
economy expanded in
1987, but service-pro-
ducing industries
accounted for most new
nonmetro jobs. The
increase in service sec-
tor employment and a
continued loss of jobs in
natural resource indus-
tries reflect a basic

- industrial restructuring
in rural America.

Nonmetro Job Growth in Cyclical
Industries increased During 1987

mploymant in nonmetra,goocds- and service-producing industries grew faster in 1987 than

during earlier years of the U.S. economic recovery that began after 1982. According to the
most recent data on industrial structure released by the Bureau of Economic Analysis (BEA),
employment g-owth in nonmetro goods-producing industries increased 1.5 percentage points to
pass the growth rate for metro goods producers. Despite this gain, nonmetro goods-producing
industrias continued to grow lass than nonmetro seivice-producing industries. The BEA data for
1887 indicate total nonmetro employment growth remained below the metro rate nationally, Pre-
liminary BEA data for 1988, howaver, show that nonmetro areas gained employment at a rate
equal to or slightly above the metro rate. The BEA data for both of these years confirm the
trends in employment growth indicated by other data released earlier.

Manufacturing and construction contributed to the stronger employment growth in nonmetro

goods-producing industries in 1987 {app. table 2). Farm employment increased slightly in 1987,
its first gain since 1983. Mining, although continuing to decline, lost jobs less rapidly than earlier
in the dacade. Growth in service-producing industries, which provided over three-quarters of all

"new nonmetro jobs in 1987, was fueled by gains in the service group that includes hotel, busi-

ness, heaith, and legal services.

The rate of growth in nonmatro goods- and servica-producing emplioyment accelerated in all
regions except the West during 1987. The nonmetro Northeast continued to grow rmost rapidly,
and the Midwast, which had the slowest nonmaetro growth during 1982-86, expanded at rates
equal to those in the South and Wast. The improved performance of the nonmetro Midwest dur-
ing 1987 was caused partly by strong accaleration in construction and wholesale and retzil trade

job growth and partly by manufacturing growth which exceeded rates in all other nonmetro
regions.

Manufacturing was the only nonmetro goods-producing industry in which iob growth increased
or remainad stable in ali regions. Rural manufacturing benefited from lower U.S. doliar values
against foreign currencies aftor the mid-1980's. Tha weaker doliar raised import costs and low-
ered U.S. export prices, increasing demand for U.S. manufactured goods. The weaker dollar,
the closing of inefficient plants, and the modernizing of others after the 1980 and 1981-82 recas-

sions partly aided the recovery of iabor-intensive, durabie goods manufacturers concentrated in
nonmetro areas.

Natural resource-based rural industries did not fare as well as manufacturing in 1987. Agricul-
tural and mining industries have been losing amployment for many years. Production methods
adopted in the 1960's led to increased mechanization of agriculture and, consequently, dimin-
ished the relative importance of farm employment in rnany nonmetro areas. The transformation
of agriculture, coupled with declines in farm exports, farm income, and farm!and values in the
early 1980's, caused many farmars to leave farming. The negative effects of these unfavorable
sconomic conditions diminishad by 1987, but farm empioymant continued to decline in the farm-
oriented Midwast. Mining has yet to recover fully from the severe price declines in energy and
some metals in 1981. Nonmetro mining lost aimost 200,000 jobs between 1982 and 1987,

Ttie continued loss of jobs in natural resource-based industries and the longrun growth in non-
metro service-producing industries indicate a gradual shift away from rural America’s depen-
dence on goods producaers for employment. Nevertheless, gcods-producing industries remain
important. oroviding aimost 35 percent of all nonmaetro jobs in 1987. Nonmetro areas that con-
tinue to depend heavily on basic, cyclical industries—{arming, mining, and low-tech manufactur-
ing—will remain vuinerable to U.S. business cycles and shifts in macroeconomic conditions
such as domestic interast rates and foreign exchange rates in the 1990's.

[For further infarmation, contact Alex Majchrowicz, 202/786-1547.]
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o Industry

Northeast leads all nonmetro regions Nontraditional rural industries
In job growth o biggest gainers
Nonmetro seryscg-produqng industries outpace Construction, service, manufacturing industries led
goods-producing industries : 1980's nonmetro job growth
: Region and Metro Nonmetro .
. P tage ch bs from 1982 (1982 =
5 industry 1982-86 1986-87 1982-86 1986-87 o cnange njebs from 1982 (1962 = 0
: Average annual percentage change
United States 3.1 3.0 16 2.5
- Goods-producing 1.3 8 2 1.7 15 Construction ——
o Service-producing 37 36 24 29 P
i Service-producing -
- Northeast 27 26 27 38 s
o Goods-producing 3 3 1.0 28 10 St
Service-producing 35 33 35 42 | L 7 -
N Midwest 27 30 12 23 51 PEaE S
y - Goods-producing 12 4 A 15 > Manutacturing
. Service-producing 3.2 358 1.8 2.8 g
- South 33 28 15 24
. Gooc_!s-produclr)g 1.2 -2 —_ 1.6 __Farming
Service-producing «.0 36 26 2.9
-5
West 38 35 1.9 2.2
Goods-producing 28 30 2 1.4
Service-producing 41 37 2.6 25 ok
— = None or negligible.
- Note: Appendix table 2 provides these data in greater detail.
Source: U.S. Dapartment of Commerce, Bureau of Economic
Analysis. . -15f
> How nonmetro industrial employment 20 B
- has changed — Mining
e Service industry employment grew to almost 25l
SLA two-thirds of all nonmetro jobs by 1987 ’
= ftem 1969 1979 1987
PR -30 ! 1 L ]
. Number 1982 83 84 . 85 86 87
Nonmetro jobs 19,114,718 23,754,984 25,551,822
e Percent
o Goods-producing
industries 428 39.5 345
S Farming ' 15.4 121 10.1
A Mining 1.9 2.3 1.7
- Construction 46 5.6 54
- Manutacturing 20.6 19.5 17.3
Service-producing
industries 57.4 60.5 65.5
- Transponiation and
R public utilities 4.1 42 4.1
3y Wholesale trade 2.4 35 3.2
Sl Retail trade 14.5 15.1 15.9
L Finance, insurance,
C real ostate 3.0 4.1 5.0
. Savices 15.2 16.6 204
N Governmant 18.2 17.0 16.9
" ; ! Inciudes farming, agricultural services, forestry, and fisheries.
s Source: U.S. Department of Commerce, Bureau of Economic
K ! Andysis. -
Q i 1 .1
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carnings

Nonmetro earnings per
job lagged metro earn-
ings in 1987 by more
than $5,600. Lower
average earnings in all
goods- and service-
producing industries
contributed to that gap.

Nonmetro Areas Lag Metro in Earnings
per Job

Nonmetro earnings per job lagged metro earnings throughout the 1980’s. In 1982, at the end
of the most recent recession, nonmetro eamings per job averaged $16,278 (in 1987 dollars)
compared with metro earnings of $21,393 per job, a gap of $5,115. Earnings per job grew less
in nonmetro than in metro areas during 1982-86, increasing the gap to $5,613 by 1986. In 1987,
nonmetro real earnings per job slipped in both areas, but faster in nonmaetro (0.5 percent) than in
metro (0.1 parcent), further increasing the gap to $5,666.

Lower nonmetro samings in all industries contribute to the overall difference. Compared with

metro areas, earnings per job are particularly low in construction, manutacturing, wholesale
trade, services, and finance, insurance, and real estate.

Several factors contribute to the lower real earnings per job in nonmetro industries. Within indus-
tries, higher paid, more technical occupations are gensrally located in metro areas. The large
nonmetro-matro gaps in earnings per job in manutacturing, services, and finance, insurance,

and real estate may thus be due to the concentration of higher wage administrative, managerial,
and professional jobs (such as corporate lawyers and executives, spacializad medical practition-
ers, and international bankers) in metro areas. Manufactuting plants and service industrigs that

employ less skilled, lower wage production and servicd-delivery workers are more likely to be
found in nonmetro areas.

Other reasons for lower nonmetro earnings per job may include a higher proportion of part-time
jobs in nonmetro areas and lower nonmetro wage rates. The common belief that the cost of liv-
ing in nonmetro areas is lower and the history of lower wages in many nonunionized areas of the
nonmetro South prebably contribute to lower nonmetro pay scales. Also, limitad employment
options in some nonmetro areas may allow employers to offer lower wages bacause they don't
have to compete with other employers for workers.

Because nonmetro areas have more jobs in goods production, the gap is even smaller than it
would be otherwise. Nonmetro jobs are more concentrated in manufacturing and mining, indus-
tries with higher than average earnings per job. These offset lower earnings in farming, an
industry with low earnings per job, which accounts for many more nonmetro than metro jobs.
Furthermore, services, another low earnings industry, accounts for many more metro than non-
metro jobs. lf nonmetro jobs were industrially distributed the same as metro jobs, but main-

tained their earnings per job in each industry, the metro-nonmetro earnings gap would be even
wider.

[For more information, contact Linda M. Ghelfi, 202/786-1547.]

Real earnings per job slid in 1386-87
Nonmetro areas trailed metro areas by aimost $6,000

Average annuai change:

Area 1982 1986 1987 1982-86 1986-87  1982-87
——— 1987 dollars Percent ————
United States 20,346 21,342 21,304 1.2 -0.2 09
Nonmaetro 16,278 16,823 16,738 8 -5 6
MNetro 21,393 22,436 22,404 1.2 -1 .9
Metro/nonmetro
earnings gap 5115 5,613 5,666 na. n.a. n.a.

n.a. = Not applicable. .
Source. Computed using data from the U.S. Department of Commerce, Bureau of Economic Analysis.

12 Rural Conditions and Trends, Spring 1990 1 5




Earnings

Earnings gap persists
Nonmetro earnings per lob lagged metro earnings in all industries in 1987

Total [N
Farming

Agricultural services, %
forestry, fishing, and other

Mining |3
Construction

Manufacturing

Transportation and o
public utilities i

Wholesale trade #

Retail trade

Finance, insurance,
and real estate

Government

0 5 10 15 20 25 30 35 40
$1,000

Source: Computed using data from the U.S. Department of Commerce, Bureau of Economic Analysis.
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Nonmetro income con-
tinues to improve
slowly, but a substantial
gap between metro and
nonmetro incomes per-
sists. Rural blacks are
especially disacvan-
taged.

Nonmetro income Growth Sluggish

R 2al per capita income in nonmetro areas has improved very slowly over the last few years,
increasing from $9,347 in 1985 (1988 dollars) to $10,084 in 1988, according to the annual

Current Population Survey (CPS). Much of that growth came between March 1985 and March
1986, after which it siowed.

Several factors contribute to the sluggish growth in par capita income among nonmetro resi-
dents. First, per capita income growth has stagnated nationwide. Second, low-wage, labor-
intensive production and consumer services jobs tend to concentrate in nonmetro areas.
Although nonmetro empioyment growth, which has been relatively strong since 1987, enables

more residents to work, many of the new jobs are in low-wage industries and therefore probably
low-skill occupations.

While a substantial metro-nonmetro income gap persists, slight improvement occurred betwean
1986 and 1988. During 1985-87, nonmetro per capita income was just over 72 percent of metro
per capita income. Data for 1988 suggest that the metro-nonmetro per capita income gap has

diminished slightly; nonmetro per capita income ($10,084) has risen to 73.5 percent of metro
($13,712).

The metro-nonmetro incorme differences largely reflect differences in employment opportunities.
Unemployment continues to be higher, and earnings per job and wages are lower in nonmetro
areas. Nonmetro areas also have fewer opportunities for year-round and full-time employment.

The disproportionate share of low-wage jobs found in nonmetro areas also contributes to the
income gap.

In nonmetro areas as in metro, blacks and Hispanics realize much lower per capita incomes
than do whites. In 1988, nonmetro per capita income for whites, blacks, and Hispanics was
$10,605, $5,698, and $6,033. The economic disadvantage in nonmetro areas reflected in the metro-
nonmetro incore gap is particularly pronounced for blacks. Nonmetro blacks receive only 65
percent of the per capita income of their metro ceunterparts. In contrast, per capita income for
nonmetro whites iz almost 73 percent that of metro whites, and nonmetro Hispanics receive 75
percent as much as metro Hispanics.

Nonmetio residents fare somewi:at bettar economically than they did 4 years ago. However, the
increase in par capita income has been small, and nonmetro residence continues to transiate
into relative economic disadvantage, particularly for blacks. This reality could be particularly det-
rimental to areas containing high concentrations of blacks. If past is any predictor of future, poor
economic performance of nonmetro areas as measured by per capita income may encourage
outmigration of the labor force t0 metro areas, leaving behind comparatively dependent popula-
tions and impeding economic progress.

[For further information, contact Deborah Tootle, 202/786-1547.]
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Income gap persists...

Per capita income up slightly, but metro residents outpace nonmetro dwellers
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Along with ethnic gap
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Poverty

The nonmetro poverty
rate fell 2 percentage
points between 1986
and 1988. Despite this
progress, nonmetro pov-
erty remains higher than
before the recessions of
the early 1980's and
higher than in metro
areas.

Poverty Severe in Nonmetro Areas

B etween 1986 and 1988, the nonmetro poverty rate fell by about 2 percentage points to 16
percent. The poverty rate in metro areas, in contrast, was more stable. Various population
groups in nonmetro areas also experienced falling poverty rates. The decline, howaver, was not
statistically significant for blacks, the elderly, and families headed by women.

One factor in the decline in the nonmetro poverty rate was the fafling nonmetro unemployment
rate. Nonmetro poverty appears to be more sensitive than metro poverty to fluctuations in unems-
ployment. The nonmatro poor include proportionately more workers who escape poverty when
jobs are more plentiful and wage rates rise. About two-thirds of the variation in the nonmetro
poverty rate between 1973 and 1968 reflects variation in the unemployment rate. For metro
areas, the corresponding figure is only 28 percent.

4. falling unemployment rate would be expacted to Lensfit "other” families, 90 percent of whom
are married-couple families in nonmetro areas. Married-couple tamilies with a husband and wife
of working 2ge generally have two potential adult workers. Even if one spouse stays home to
take care of children or keep house, the other spouss is ‘ree to look for work. The number of
poor other families in nonmetro areas declined by about 225,000 betwean 1586 ard 1988. The
change in the number of poor families headed by women was negligible and statistically insigniti-
cant.

The recent decline in nonmetro poverty rates does not mean that rural poverty has ceased to be
a problem in rural areas. The nonmetro poverty rate remained 3.8 percentage points above the
metro rate in 1983. The nonmetro poverty rate has also been consistently close to the high rate
for central cities. The overall nonmetro poverty high rate was 2.3 percentage points higher in
1988 then in 1979, just before the severe recussions of the early 198G's.

Each population group had a higher poverty rate in nonmetro than metro areas in 1988. Blacks
and families headed by women had particularly high poverty rates in nonmetro areas, about 40
percent, and 28 parcent of noametro unrelated individuals wera poor in 1968. More than 30 per-
cent of poor unsalated individuals in nonmetro areas are elderly wormen living alone.

The recent decline in the nonmeiro poveny rate represents the first real progress against rural
poverty since the recessions of the early 1880's. High unamployment during those recessions
caused both metro and nonmetro poverty rates to escalate. In 1981, newly tightened eligibility
requirements for welfare payments contributed to the poverty pioblem. Prices increased more
rapidly than income during the recessions. Thus, the official poverty ievels, which are adjusted
by the Consumer Price Index, rose faster than income, and the portion of people with income
below the poverty level increased.

[For further information, contact Robert Hoppe, 202/786-1547.}
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Poverty

Nonmetro poverty iower in 1988
thanin 1986...

Blacks and families headed by women most
likely to live in poverty

Percentage in poverty

50 -
- 1986
45+ Families headed
by women 1988 Blacks
40
35 Unrelated
individuals**
30¢ s
251
Total
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, : Whites*
151 q Other 9
B families*
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0 b

*Ditterence sigmficant at the 95-parcent level,
«+Difference significant at the S0-percent levet.
Source: Current Population Survey.

But still higher than metro poverty

Metro-nonmetro poverty gap especially high
for blacks, families headed by women, and
unrelated individuals
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U.S. poverty rates
Nonmetro poverty drops sharply but still high in late 1980’s
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Populatior:

Nonmetro population
growth began to
increase in 1986, edg-
ing up slightly each year
to 1988, after its steep
slide in the first half of
the decade. Evenin
this period of recovery,
there was widespread
variation, with counties
that depend on mining
and agriculture losing
population and retire-
ment counties gaining at
a rate well above the
national average.

Nonmetro Population Growth Improves

onmetro population growth has begun a slow recovery, after declining during 1980-86. in
1980-82, nonmetro population growth slowaed to 0.8 percent per year, while the metro popuia-
tion showed little change in its annual 1-percent growth rate.

The recession of the early 1980°s slowed both metro and nonmetro population growth dGuring
1982-84. By 1984-86, the metro population was recovering from the recession, growing at its
fastest annual rates for the decade. Nonmetro growth, however, continued its slump because of
lingering effects of the farm crisis and the decline in oil and mining, both extractive industries
with substantial nonmetro employment. Metro areas grew at more than 2.5 percent during 1984-
86, but nonmetro areas, at their lowest point of the 1980's, grew by less than 0.5 percent.

According to recent data, however, the nonmetro population growth began to pick up in 1986,
reaching a growth rate of 0.8 percent for 1986-88. Slightly more than half of ail nonmetro coun-
ties declined in these 2 years, but those counties contained only 40 parcent of the nonmetro pop-
ulation and collectively lost an estimated 486,000 people. Twenty parcant of nonmetro counties
grew faster than the national rate of 1.9 percent, adding an estimated 764,000 to tha nonmetro
population between 1986 and 1988.

The regions with the greatest loss during 1986-88 were in the southern Appalachian coal fields
and southern Great Plains. Each lost both metro and nonmetro poputation, with the nonmetro
populations declining more rapidly. Both regions depend on agriculture and mining employment.
Nonmetro counties that earned 20 percent or more of their income from mining lost 3 percent of
their total population during 1986-88.

The fastest growing nonmetro counties during 1986-88 were in Florida and the Southwest. The
nonmetro parts of both these areas grew at more than five times the national rate. These coun-
ties tend to be adjacent to metro areas, and many are retirement destinations. Nonmetro coun-
ties considered to be retirement areas are scattered throughout the United States and, as a
whole, grew by more than 3 percent in the same period.

Whether the recent recovery in nonmetro growth continues will depend largely on the economies
of the more isolated nonmetro counties. Counties not adjacent to a matro area rely heavily on
manufacturing, agriculture, and extractive industries for the health of their local economy. Non-
metro counties adjacent to metro areas have access to metro employment opportunities and are
growing at a faster rate than nonadjacent counties. However, adjacent counties’ growth and
their reliance on metro employment increase the likelihood that some of them will be redefined
as suburban metro counties after the 1990 Census.

[For further information, contact Margaret Butler or Linda Swanson, 202/766-1534.]
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Nonmetro population growth rate up

Nonmetro growth rates have begun to recover slightly aiter sharp
downward trend in mid-1980's
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Population

People moved out of
remote nonmetro coun-
ties at an increasing
rate as the 1980's pro-
gressed. However, dur-
ing 1386-88, counties
near metro areas
became even more
attractive to migrants.
Nonmetre retirement
counties continue to
have the highest gain
from net migration of
any type of county in the
Nation.

Nonmetro Areas With Urban Settings
Remain Attractive in the 1980’s

prolonged period of net outmigration fas the nonmetro United States began in 1983 and con-

tinued into 1988, the last yaar for which county migration data are available. During 1983-
88, nanmetro counties averaged a 0.1-parcent loss each year due to net outmigration. This loss
was a product of outmigration from more remate nonmetro counties, offset to a significant extent
by inmigration to nonmetro countias next to metro areas.

The more remote counties lost more than 1 parcent of their population to migration between
1986 and 1988. Nonmetro counties adjacent to metro areas, however, attracted more migrants
than they lost throughout the decade, rising to 0.6 percent during 1986-88.

The expressed desire for a rural setting in which to live and raise children, held as one of the rea-
scns for the “rural renaissance” of the 1970's, may not have entirely disappeared in the 1980's.
Among nonmetro counties adjacent to metio areas, those least densely settied (no places over
2,500 in population) had a numerical net gain of migrants nearly equal to that of more densely
settied counties. Because rural counties have a relatively small population base, the movement
of people into sparsely settied counties resulted in a nst migration rate three timaes as high, at

1.5 percent, as the rate of densely settled counties.

One reason for the net loss in many nonadjacent counties is thair economy. An almost solid
block of nonmetro counties with net outmigration runs from north to south in mid-America, where
only scattered cities offer alternate sources of employment to shrinking employment in the tradi-
tional resource-oriented rural industries. The northern Great Plains degends on agriculture and
ranching, and the economies of Montana, idaho, and Wyoming revolve around agriculture, mining,
and timber. Counties from the southern Great Plains to west Texas rely heavily on agriculture
and mining, including oil extraction.

Retirement and recreation areas generally found in scenic and warm regions continue to attract
migrants. Their success in attracting migrants spurred growth along the Pacific coast, in the
Southwest and Florida, and in the Ozarks, Blue Ridge, and Smoky Mountains.

Although nonmetro counties continue to lose population through outmigration, the rate is quickly
approaching zero, according to recent sample data for migration from March 1988 to March
1989. The rate of net migration loss remains highest for young adults age 20-24. That non-
metro areas gained more migrants age 55 and over than they lost confirms the fact that many
Am ricans still favor rural areas as piaces to retire.

Rates of net outmigration for nonmetro areas were higher in the 1980's for people with more edu-
cation. In 1988-89, for the first time since mid-decade, more adults (age 25-64) with a high
schoei education or less moved into nonmetro areas than moved out. The rate of loss slowed
only slightly among the college-educated, indicating that the difficulty nonmetro areas have had
in attracting and retaining highly educated people persists.

[For further information, contact Linda Swanson or Margaret Butler, 202/786-1534.]
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Population

Nonmetro losses from migration widespread
Nonmetro counties in heartland were especialiy hard hit by residents

‘moving away

Movement out of nonn etro counties
continues

Nonmetro net migration loss since 1983 has
been driven by diminishing popularity of
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Appendix I: Data Sources

Macroeconomic
Conditlons

Employment and
Earnings

Income and Poverty

Population Growth
and Migration
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Assessing the changing conditions and trends in rural America is complicated by the need to
use a varigty of data sources for monitoring demographic and economic patterns. Becausa dif-
ferent sources of data are intended for differant purposes and employ different < finitic 5 and collec-
tion methods, they sometimes produce contradictory statistics and may lead to differen. interpreta-
tions. Describing rural conditions, therefore, necessitates piecing together general trends from
many sources of informatlon.

The economic indicators used to monitor macroeconomic changes in the U.S. economy are
derived from Federal sources. Measuras of infiation, including the Consumer and Producer
Price Indexes, and employment and unempioyment data are developed by the U.S. Department
of Labor's Bureau of Labor Statistics (BLS). National income and product account information
on capital investment, gross national product, and net exports is groduced by the Bureau of Eco-
nomic Analysis (BEA), U.S. Department of Commercse. Information relating to monetary policy,
including changes in interest rates and foreign exchange rates, and data on industrial production
are furnished by the Federal Reserve Board of Governors.

Data on nonmetro employment, unemployment, and earnings come from three sources. The
monthly Cuirent Population Survey (CPS), conducted by the Bureau of the Census for the U.S.
Department of Labor, provides detailed information on the labor force, employment, unemploy-
ment, and demographic characteristics of the metro and nonmetro population. The CPS derives
estimates based on a national sample of about 58,000 households that are representative of the

U.S. civilian noninstitutional population 16 years of age and over. Labor force information is
based on respondents’ activity during 1 wesk each month.

BLS county-level employment data are taken from unemployment insurance claims and State.
surveys of establishment payrolls which are then benchmarked to State totals from the CPS.
Thus, at the national and State levels, annual average BLS and CPS estimates are the same.

The BLS data series provides monthly estimates of labor force, employment, and unemployment
for individual counties.

The BEA employment data, unlike the household data collected by the UPS and BLS, provide
establishment data on the number of jobs rather than the number of wurkers. The BEA data are
taken primarily from administrative reports filed by employers covered under unemployment
insurance laws and from information obtained from the Internal Revenue Service and the Social
Security Administration. Thus, jobs and earnings for these jobs are counted at the place of work
and are based on a virtual universal count rather than a sample. The BEA data provide detailed
information on the number and type of jobs, earnings by industry, and sources and amounts of
income at the county level. A shortcoming of the BEA data is the 2-year lag between when they
are collected and when they are available for analysis.

Each of these data sets has its advantages and disadvantages. The CPS furnishes detailed
employment, unemployment, and demographic data for metro and nonmetro portions of the
Nation. The BEA provides estimates of the number of jobs and earnings by industry for individ-
ual county areas. BLS provides less detailed employment data than the other two series, but
offers very cutrent and timely employment and unemployment information at the county level.
While these data sources are likely to provide different estimates of employment conditions at
any point in time, they generally indicate similar trends.

Each March, supplemental questions are added to the CPS to obtain information on money income
and poverty status of families and persons in the United States during the previous year. Data
ara collected for the amount and sources of income, including wage and salary earnings, self-
employment income, and transfer payments. Information on family size and income is used to
estimate the number of families and individuals in poverty based on official guidelines issued by
the Office of Management and Budget. Demographic data are available to examine the distribu-
tion of incomae and the characteristics of the poverty populations in metro and nonmetro areas.

Population counts, births, deaths, and net migration are estimated at the county lavel by the
Bureau of the Census. Rates of population change and of net migration are caicu!ateg using this
county estimates data serie.. Characteristics of migrants are drawn from the March CPS.
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Appendix ll: Definitions

Adjacent and nonadjacent nonmetro countles: Nonmetro counties that are physically adja-
cent to one or more metro areas and have at least 2 percent of the employed labor force com-

muting to work in a central metro county. All other honmetro counties are clussified as nonadja-
cent.

Adjusted unemployment rate: The number of unempioyed people, discouraged workers who
have given up looking for work, and haif of the workers who work part-time but want full-time
work as a parcentage of the civilian labor force pius discouraged workers.

Consumer Price Index (CPl): A measure of the average price level of a basket of consumer
goods and services at the retail level for a specific period compared against a benchmark period.

County typa classiflcation: A USDA classification of nonmetro counties by principal economic
activity or demographic base, such as farming-, manufacturing-, or mining-dependent, persistent
poverty, or retirement destination, among others.

Earnings: The sum of wages and salaries, other labor income, and proprietor's income.
Wages and salaries include commissions, tips, bonuses, and in-kind payments that represent
income to the employes. Wages and salaries are measured before deductions such as Social
Security contributions and union dues. Other labor income consists primarily of employer contri-

butions to private pension and wefare funds, including privately administered workers’ compensa-
tion funds.

Family: Two or more people residing together who are related by birth, marriage, or adoption.

Forelgn exchange rate: The rate ai which one currency is traded for another. The Federal
Reserve publishes a measure of the overall U.S foreign excharge rate based on the rates of the
10 major U.S. trading partners.

Goods-producing industries: Farming, mining, construction, manufacturing, and the com-
bined category of agricultural services, forestry, fishing, and other industries.

Gross naticnal product (GNP): The dollar amount of final goods and services produced by the
United States. GNP is the sum of consumer spending, Faderal Government purchases of
goods and services, business investment, and exports less the amount of impori.. This statistic
is reportad quarterly but is revisad in each of the 2 months following the initial release. Nominal
GNP measures final goods and services at current prices. Real GNP measures final goods and
services at 1982 prices to adjust for infiation.

Income: The sum of the amounts of money receivad from (1) money wagss or saiary; (2) non-
farm self-employment; (3) farm self-employment; (4) Social Security or railroad retirement; (5)
Supplemental Security Income; (6) public assistance or welfare payments; (7) interest, divi-
dends, and rental; (8) veterans payments or unemployment and workers' compensation; (9) pri-

vate or government employee pensions; or (10) alimony, child support, and other periodic
income.

inflation rate: The percentage change in a measure of the average price level. Changes are
reported on a monthly basis and are stated as annual rates for leriger term comparisons. The two
major measures of the average price level are the Consumer and Producer Price Indexes.

Labor force participation rate: Thae civilian labor force as a percentage of the civilian noninsti-
tutional population 16 years and older.

Metro areas: Metropolitan Statistical Areas (MSA's), as defined by the Office of Management
and Budget, include core caunties containing a city of 50,000 or more people ¢ containing sev-
eral smaller cities totaling 50,000 or more people and a total area population of at least 100,000.
Additional contiguous counties are included in the MSA if they are econumically and socially inte-
grated with the core county. Metro areas are divided into central cities and areas outside central
cities (suburbs). Throughout this publication, urban and metro have baen used interchangeably
to refer to people or places within MSA's.
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Appendix Il: Definitions

Net migration: The number of people who moved irto an area minus the number of people
who moved out of that area over a given period of time. Net outmigration indicates that more
people moved out than in. Net inmigration means that an area gained more migrants than it iost.

Nonmetro areas: Counties outside of metro area boundaries. Throughout this publication,
rural and nonmetro are used interchangeably to refer to people and places outside of MSA's.

Per capita Income: The mean, or average, income available to every man, woman, and child

in a particular group. It is computed by dividing total income of the group by the population in
that group.

Poverty: A person is in poverty if his or her family’s money income is below the official poverty
threshoid appropriate for the size and type of family. Different thresholds exist for elderly and
nonelderly unrelated individuals, for two-person families with and without elderly heads, and for
families of different sizes and numbers of children. The poverty threshold for a family of four
was $12,092 in 1988. The thresholds are adjusted annually by the Consumer Price Index to
reflect inflation.

Producer Price Index for finished goods (PPI): A measure o' average producer prices of fin-

ished goods underlying the retail prices for a specific period compared against a benchmark
period.

Reai earnings: The valua of earnings adjusted to reflect price changes. Earaings in 1982 and
1986 were adjusted using the implicit price deflator for personal consumption expenditures to

reflect their value as of 1987. With the deflator vaiued at 100 for 1987, the deflators for 1982
and 1986 were 83.7 and 95.6.

Rural-urban continuum code: A 10-part classification scheme that distinguishes metro coun-
ties by size and nonmetro counties by degree of urbanization and proximity to a metro area.

Service-producing industries: Transportation and public utilities; whciesale and retail trade;
financs, insurance, and real estate; services (including hotel, business, health, legal, and other
setvices); and Federal, State, and local government and government enterprises.

Unrelated individuals: People who do not live with relatives. An unrelated individual may live
alone, with nonrelatives, or in group quarters with no relatives. Lodgers or resident employees

with no relatives in the household are also unrelated individuals. (Inmates of institutions are not
classifiad as unrelated individuals.)

Unemployment rate: The number of unemployed people as a percentage of the civilian labor
force.

0O
1
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Appendix Tables

Appendix table 1—Nonmetro and metro employment statistics: Annual averages

Labor Labor force Employment Unemploy- Unemployment Adjusted
Year force participation ment rate unemployment
rate rate
Thousands Percent —— Thousands —— — Percent —
Nonmetro:
1989 26,209 63.2 24,718 1,491 5.7 9.1
1988 25,409 62.4 23,827 1,582 6.2 10.1
1987 25,101 62.1 23,302 1,799 7.2 11.3
1986 25171 61.9 23,091 2,080 8.3 12.8
1985 24,781 61.2 22,700 2,081 8.4 13.0
1084 34,725 62.1 31,930 2,796 8.1 12.2
1983 34,156 61.8 30,696 3,460 10.1 14.9
1982 33,740 61.7 30,335 3,405 10.1 14.9
1981 33,092 61.9 30,488 2,603 79 115
1980 32,512 61.7 30,150 2,362 73 10.7
1979 31,716 61.5 29,916 1,800 57 85
1978 31,682 61.5 29,844 1,837 5.8 8.8
1977 30,307 60.5 28,317 1,990 8.6 9.8
1976 29,190 59.6 27,150 2,040 7.0 10.2
1975 28,386 59.2 26,126 2,260 8.0 11.6
Metro:

1989 97,660 67.4 92,624 5,036 5.2 75
1988 96,260 66.9 91,141 5,119 53 7.9
1957 94,764 66.6 89,138 5,625 59 87
198¢ 92,665 66.2 86,508 6,157 6.6 95
1985 90,684 659 84,453 6,231 6.9 99
1984 78,819 65.4 73,076 5,743 73 10.4
1983 77,394 65.1 70,137 7,257 9.4 13.1
1982 76,465 65.1 69,192 7,273 95 13.1
1981 73,301 64.9 67,825 5,476 75 10.3
1980 72,207 64.8 67,120 5,087 7.0 95
1979 71,192 64.7 67,029 4,163 5.8 8.0
1978 68,738 64.0 64,529 4,210 6.1 8.4
1977 67,094 63.1 62,229 4,866 73 9.8
1976 65,584 62.5 60,335 5,248 8.0 10.6
1975 64,227 62.1 58,657 5,570 8.7 115

Note: Beginning in 1985, estimation procedures for the Current Population Survey are based on the 1980 Census.
! Unemployment rate adjusted to include discouraged workers and haif of the workers employed part-time for economic reasons.

Source: Bureau of the Census, Current Population Survey.
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Appendix Tabies

Appendix table 2— Employment by industry and region

Region and Total Metro Nonmetro
industry 1982-86 1986-87 1982-86 1986-87 1982-86 1986-87

Average annual percentage change

United States 28 29 3.1 3.0 1.6 25
Goods-producing industries 1.0 1.0 1.3 .8 2 1.7
Farming 1 -3 1.2 1.3 24 -1.5 2
Mining 6.5 5.7 5.7 -6.2 -7.6 -5.1
Construction 58 3.8 6.6 3.6 29 37
Manutacturing 3 4 —_ -2 1.4 286
Service-producing industries 3.5 35 37 3.6 24 2.9
Transportation and public utilities 1.4 28 1.5 3.0 .8 22
Wholesale trade 1.9 1.8 23 1.9 -.6 13
Retail trade 34 27 3.6 2.7 23 2.7
Finance, insurance, real estate 53 3.2 55 35 46 15
Services ? 5.1 55 53 5.6 39 5.0
Government 1.5 1.8 1.5 1.9 1.2 1.6
Northeast 2.7 28 27 26 27 3.8
Goods-producing industries 4 6 3 .3 1.0 28
Farming ! 16 24 25 3.0 -2 1.1
Mining 3.5 3.9 2.0 3.6 5.7 4.4
Construction 83 79 8.1 7.5 9.5 114
Manufacturing -15 1.7 -1.6 2.0 -4 1.0
Service-producing industries 35 34 35 33 35 42
Transportation and public utilites 1.0 3.0 9 28 1.9 55
Wholesale trade 24 26 25 26 1.6 2.6
Retail trade 3.6 22 36 20 4.1 4.0
Finance, insurance, real estate 4.7 48 47 48 6.0 37
Services 2 49 47 49 47 46 5.4
Government 1.2 1.7 1.2 1.6 1.2 2.6
Midwest 23 28 2.7 3.0 1.2 2.3
Goods-producing industries 8 8 1.2 4 A 1.5
Farming ' -9 -8 7 2 15 1.1
Mining -3.6 3.7 -1.7 2.8 4.6 -4.2
Construction 43 6.1 6.0 8.6 2 4.9
Manufacturing .6 — 3 -9 1.9 3.2
Service-producing industries 2.9 3.6 3.2 3.8 1.8 28
Transportation and public utilites 1.4 3.1 1.5 34 9 22
Wholesale trade 1.1 27 1.8 3.1 14 9
Retail trade 25 35 3.0 38 1.0 25
Finance, insurance, real estate 3.7 32 3.9 37 3.2 1.0
Services ? 46 5.1 49 5.2 34 48
Government 13 1.6 13 1.6 13 1.5
See footnotes at end of table. —Continued

28 Rural Conditions and Trends, Spring 1990




Appendix Tables

Appendix table 2— Employment by industry and region—Continued

Region and Total Metro Nonmetro
industry 1982-86 -1986-87 1982-86 1986-87 1982-86 19586-87
Average annual percentage change

South 29 2.7 33 28 1.5 24
Goods-producing industries 8 5 1.2 -2 —_ 1.6
Farming ' 1.1 1.1 8 1.8 2.2 8
Mining 7.2 -7.3 6.6 7.9 -8.1 8.5
Construction 49 5 53 -2 36 28
Manufacturing 7 1.1 3 3 1.4 2.6
Service-producing industries 37 35 40 36 26 29
Transportation and public utilities 1.5 3.2 1.6 35 9 25
Wholesale trade 14 1.1 1.7 1.2 =2 io
Retail trade 3.9 2.8 42 2.7 3.0 29
Finance, insurance, real estate 6.3 25 6.5 26 5.3 16
Services 2 5.4 59 5.8 6.1 3.9 5.2
Government 15 1.9 1.6 2.1 i0 1.4
Woest 35 33 a8 35 1.9 22
Goods-producing industries 23 2.8 28 3.0 2 14
Farming ' 1.2 36 1.7 42 3 26
Mining -7.5 25 5.7 2.9 -9.4 -2.2
Construction 6.9 KR 8.6 38 1.5 -1.0
Manutacturing 1.7 27 15 2.7 27 25
Service-producing industries 39 35 41 3.7 2.6 25
Transportaion and public utilites 1.7 1.7 2.1 20 -1 -1
Wholesale trade 3.2 1.1 3.6 .9 -9 25
Retail trade 33 23 35 24 2.0 1.7
Finance, insurance, reai estate 6.2 28 6.4 3.9 48 9
Services 2 5.6 6.1 5.7 6.3 4.4 48
Government 1.7 2.0 1.7 2.1 1.7 1.7

— = None or negligible.

' Includes farming, agricultural services, forestry. and fisheries.

2 |ncludes hotel, business. health, legal, and other services.

Source: U.S. Dapartment of Commerce. Bureau of Economic Analysis,
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Overview

Rural Areas Join Nation in Economic
Slowdown

The rate of job growth in rural areas declined during the last quarter of 1989 and the first of
1990, indicating that rural areas have not escaped the slowdown in the national economy

The slower rate of indicated by slower gross national product (GNP) growth. When measured by change in
national economic employment, however, the rural economy has not slowed as quickly or as much as the uban

| growth has now spread ~ economy. We use employment growth as an indicator of change in the level of economic activ-
to rural areas. fty in rural areas, because no measure equivalent to the GNP is computed at subnational levals.

Local economic conditions, as always, vary considerably across the country. The map of
employmant growth in rural areas during 1989 reveals a patchwork pattern of growth and
decline. Nevertheless, county-level data on emplayment growth indicate that the economy in all
types of rural counties and regions is slowing. Even counti¢s bordering metropolitan areas that
benefited earlier in the 1980's from a spillover of urban economic activity are now doing no bet-
ter than more remote rural countias, probably because of the even more pronounced slowdown
in the urban economy.

The slowing employment growth, howaver, has not necassarily meant workers are worse off. In
both rural and urban areas, job growth was accompanied in the first quarter of 1990 by stable,
not higher, unemployment raies when compared with tha same guarter in 1989. Adjusted unem-
ployment rates, which take into consideration discouraged workers, have also remained @ssen-
tially unchangad in both areas.

Wa do not totally understand why the job slowdown has not led to increased joblessness. One
factor is almost certainly that excess labor often associated with siow job growth has been
reduced by siowing growth in the labor force. The number of teenagers reaching working age
has declined markedly. About a haif million or 13 percent fewer babies were born in 1972 (those
who will reach age 18 this year) than just 2 years before. In rural areas, continuing outmigration
reduces the number of workers and therefore jcblsssness. But with the slowling of urban employ-
ment growth, that outlet for excess rural workers is likely to becoma insignificant.

Steady levels of joblessness, while good news, say nothing about an equaily important issue for

workers, whather or not real wages are improving. That issue cannot be addressed until wage
data becume avaliable in 1991.

Rural empioyment change,1988-89
Rural America’s job picture mixed, but generally better than naticnal average

Bl No growth or decline

IR Up to the U.S. average
(2 percent)

Bl Avove the US. average
] Metro counties
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National Economic Conditions

First half employment
gains were weak, but
reviving manufacturing
production should
strengthen secorid half
job growth. However,
moderate economic
growth and lower infla-
tion may allow interest
rates to decline.

Economic Siowdown Softens Job
Growth

ith interest rates remaining relatively high, the general economy grew only moderately in
the first half of 1990, Since January, interest rates have been tairly stable, with the prime
rate about 1.5 percentage points below the 11.5-percent mid-1989 peak. However, the prime

rate remained about 2 parcentage points above its 1987 level of 8.2 percent, the low point for
the 1980's economic expansion.

Despite a softening economy, inflation unexpectedly rose in the first quarter of 1990, keeping
interest rates up. Unusual events (December’s cold snap and February's aarly spring-fashion
introduction) were largely responsible for inflation’s temporary acceleration. Infiation growth has
since moderated. Although the Federal Reserve is still committed to reducing inflation, the cur-
rent lower inflation rate shouid aliow the Fed to cautiously ease restrictions on money supply
and credit growth, with the probable resuit that interest rates would edga down.

Employment Sectors Show Varied Movement

Nonagricuttural employment growth slowed during the first 5 months of the ysar. The monthly
gains were erratic, primarily resulting from unusual weather. Overall employment added

. 361,000 jobs in January, slowed to 23,000 jobs in April, but rose again by 155,000 jobs in May.

The average monthiy gain for the first 5 months of 1990 was 212,000, compared with 242,000
jobs a year earlier.

The service sector {which includes transportation and utilities; wholesale and retail trade;
finance, insurance, and real estate; business and itealth services; and government) dominated
employment gains throughout 1989. Job gains in health services led all industries. From May
1989 to May 1990, more than a third of the new private sector jobs were in health services.

Other service industries experienced different growth patterns. Accounting for only 3 percent of
total nonagricultural employment, the Federal Government was responsible for nearly 32 per-
cent of the employment gain between January and May, a further sign of a siowdown in the over-
all economy. Temporary census-worker hirings more than accounted for the Federal employ-
ment change in the first § months of 1990. Retall trade employmant slid with sagging goods pro-

duction. About 55,000 jobs were lost in general merchandise stores during the first S months of
1990.

Although service sector empioyment is almost four times larger, goods: producing employment
(manufacturing, construction, and mining) responds faster to overali business cycie movements.
During the fourth quarter of 1989, gross national product (GNP) growth increased at an annual
rate of only 1.1 percent, rising to 1.9 percent in the first quarter of 1990. Between September
and May, goods-producing payroll employment declined in 7 of the 9 months. The major excep-

tion was February 1990, when unseasonably warm waather spurred additional construction
employment.

Within the goods-producing industries, 75 percent of the jobs are found in the manufacturing sec-
tor, but manufacturing jobs represent only 18 percent of total employment. During 1984-86, as
real economic growth siowed from 6.8 to 2.7 parcent, manufacturing employmaent lost about
400,000 jobs nationally. By March 1989, however, durable and nondurable goods employment
hed recovere to a postrecession high as real GNP growth averaged 3.7 percent batween 1987
and 1989. Since March 1989, manufacturing employment has contracted by 1.7 percent, or a
loss of 335,000 factory jobs. Several industries have experienced substantial job loss: electrical

equipment (85,000), motor vehicles (55,000), apparel (50,000), fabricated metais (35,000), and
textile miils (25,000).

Despite February's spurt, only 30,000 jobs were added to construction between May 1989 and
May 1990, for an annual growth rate of just over 0.5 percentage point. Mining showed steady

improvement during that perlod, up by almost 35,000 jobs, or about 5 percent over the previous
year.
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National Economic Conditions

Personal income Growth Slows

Personal income continues to grow, but inflation has eroded much of the increase. Nominal per-
sonal incoma increased 8.9 percant in 1989. Growth improved from late 1989 to early 1990; a
third-quarter 5.3-percant annual rate i0se to an annualized 7-percent rate during the fourth quar-
ter of 1989 and increased to almost 9 percent in the first quarter of 1990. In inflation-adjusted
terms, however, personal income growth siowed. For example, annualized real growth in per
capita disposable income fell from 3.3 percent in the third quarter of 1989 to 1.3 percent in the
fourth quarter and maintained that rate through the first quarter of 1990. Since 1982, real per
capita disposable income has annually grown an average 2.6 percent.

Outlook: Continued Moderate Growth

The general economy is likely to grow at a moderate rate in the second hatf of 1990. Declining
inflation combined with moderate economic growth should ease pressure on interest rates. The
value of the dollar is also likely to fall slightly. With the lower value of the dollar and expacted

highsr foreign economic growth, exports are likely to iead overall growth throughout the rest of
1990,

Moderate economic growth, lower interest rates, and an improved export outiook should gener-
ally help support job growth, albaeit at a slow rate. Recent declines in housing starts and a likely
downturn in residential investment could hurt prospects for near-term construction job growth.
Service sector employment growth would have to be strong for significant job gains to occur.

Implications for Urban-Rural Unemployment

Preliminary research suggests that the export-led growth in the general economy could benefit
rural areas slightly more than urban areas. Results indicate that in an expanding economy, rural
unemployment rates tend to fall more rapidly than urban rates. This result appears contrary to
the 1984-86 experience of stalled rural unemployment in an expanding national economy; how-
ever, the high value of the dollar offset the benefits from the economic recovery during that
period.

Research also suggests that rural areas, more than urban areas, tend to benefit from dollar
depreciation and the resulting export growth. With continued growth in the general eéconomy,

dollar depreciation, and export growth, the gap between rural and urban unemployment rates
could narrow over the next year.

[For turther information, contact Karen Hamrick or Elizabeth Mack, 202/786-1782.]

Exchange rate and job growth And boosted real expoits, which strongly infiuenced

The dollar weakened in the late 1980's . . . nonagricultural job growth
March 1973'=100 1982 $billions' Million jobs
160 100 -1 35
75
1401 3.0
50
120+ 25
25
~ Nonagricultural employment
change (right axis)
100 —— 20
\/\/ N 0 A
— Change in real exports of goods
and services (left axis)
80 L ] 1 | 1 ] .25 | i 1 Bl 1.5
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Employment

Rural employment
growth slowed by
almost 2 percentin the
first quarter of 1990
compared with the
same pericd in 1989,
extending a trend that
began in the second
half of 1989. Rural
growth slowed most dur-
ing 1989 in the Midwest
and in farming-depen-
dent counties.
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Rural Employmetii Growth Slows

Rural employment growth dropped from 3.5 percent beiween the first quarters of 1988 and
1989, 10 1.6 percent between 1889 and 1990. This first-quarter drop in the rural growth rate
is the greatest since 1984-85 when the rural economy stalled, according to Current Population
Survey (CPS) estimates. Howaevar, rural job growth contin..ad to outpace urban growth slightly
{1.6 percent compared with 0.95 parcent) between the first quarters of 1989 and 1990.

CPS data show rural employment gains for ail of 1989 were substantial (3.7 percent), but fourth-
quarter data indicate a siowdown. Preliminary Bureau of Labor Statistics (BLS) data suggest the
sarne averall trend but show only a 2.1-parcent increase in 1989. An earlier decline in the sec-
ond quarter of 1969 led 10 a slower rural growth rate during 1988-89 than during 1987-88. BLS
data, consistent with CPS daia, show rural employmant growth exceeding urban growth during
1989, aithough BLS estimates show closer rates. We use both data sources because BLS esti-
mates provide county-levei data, and CPS furnishes detailed demographic data.

Job Picture Generally Mixed

Rural employment growth, according to the county-level BLS data, slowad in all regions of the
country except ihe Waest during 1988-89. The greatest declines were in the Northeast and the
Midwest. in the Northeast, siowdowns in defenss-related industries and financial services have
hit hard. In the Midwest, manufacturing and agriculture have declined substartially.

Employment in the rural South dropped onily slightly as rising oil prices spurred growth in the oil-
producing areas of Texas, Oklahoma, and Louisiana. However, employment growth in the rural
West jumped from 2.2 percent in 1988 to 4.3 percent in 1989. Much of the wastern growth can
be attributad to growth in retirement counties and the recovery of energy-related industries. The
spillover of growth from urban into rural areas may also have contributed. Employment in west-
ern rural counties adjacent to metro areas grew 5.3 percsnt during 1968-89.

Rural employment growth slox ‘ed in ail economic county types except mining-dependent coun-
ties. Employment growth in fanxing- and manufacturing-dependent counties dropped most.
Retirement-depanderit counties dropped only slightly. Employment in mining-dependent coun-
ties grew by 2.1 percent in 1989, after a 1988 drop of 0.4 parcent. Employment in those coun-
ties generally declined in the 1980’s as energy prices fell but grew as oil prices rose in 1989.

Rural employment decline and growth are more concentrated in a few States than was the casa
afew years ago. Rural employment stagnated during 1979-86, with an overall growth rate only
about 65 paercent of the Nation as a whole. BLS estimates indicate, howevaer, that 30 percent
(727) of rural counties had higher than average employment growth rates during this period.
Forty-eight percent (1,148) of rural counties declined in empioyment or had no growth.

The county map of rural employment change during 1979-86 at first glance seems a random
mosalc. But, much of the change can be explained by the economy and location of counties.
During this period, all States except for some in the Northeast had rural counties with declining
employment and others with above-average growth. Many rural areas depend on mining, agri-
culture, or manufacturing, and all three sectors did poorty in the mid-1880's. Thc pattemn of
growth is less easy 1o explain but seems to be associated with either the area’s physical attrac-
tiveness or proximity 10 an urban area. Most counties that did well appear to be either in retire-
ment-recreation areas or adjacent to rapidily growing southern and southwestem urban areas.

Differences Natrrow

During 1986-89, rural employment growth quickened, and differences among rural counties nar-
rowed. The share of rural counties with no growth or decline fell to 28 percent, but only 22 per-
cent grew at a level above the U.S. average, down from 1979-86. Employment growth and
decline was more geographicaily focused in 1986-89. The resurgence in U.S. manufacturing
improved the job situation in many rural counties. But lower energy prices still plagued oil indus-
tries in Texas, Oklahoma, and Louisiana and mining in Wyoming. The highest rate of employ-
ment deciine was in the farming counties of mid-America, despite the recovery of farm incomes.

[For further information, contact Tim Parker, 202/786-1540.]
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Employment

Rural employment change
During 1979-86, rural America generaily lagged nationai average job growth . . .

W No growth or decline

B3 Up to the U.S. average (10.9 percent)
Ml Above the US. average

1 Metro counties

Bl No growth or decline

Up to the U.S. average (7 percent)
Bl Above the U.S. average

7 Metro counties

Rural employment growth slows
Employment has generally been faster in rural than urban areas since 1987

1st quarter of—
ltem 1986-87 1987-88 1988-89 1988-89 1989-90

Percentage change from previous year
Current Population Survey:

U.S. total 2.6 2.3 2.0 24 1.4

Metro 3.0 2.3 1.6 2.1 9

Nonmetro 8 2.3 3.7 35 1.6
Bureau of Labor Statistics:

U.S. total 2.6 2.1 2.0 2.5 —

Metro 2.8 2.2 2.0 2.4 —_—

Nonmetro 1.8 2.4 2.1 2.8 —_—

— = Data not available.
Sources: Current Population Survey and Bureau of Labor Statistics county data.
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Unemployment

Rural unemployment
rates did not change
between first quarter
1989 and 1990. How-
ever, rural unemploy-
ment fell in all economic
types of counties and all
regions except the
Northeast during 1989.

Rural Unemployment Held Steady in
First Quarter 1990

ural unemployment remained steady between the tirst quarters of 1989 and 1990, according

to Current Population Survey (CPS) data. The rural unemployment rate in the first quarter
of 1990 was 6.6 parcent, not statisticaily different from the first-quarter 1989 rate of 6.4 percent.
(Because these quarterly data are not adjusted for seasonal variation, comparisons are made
with the same quarter a year earlier.) Urban unemployment in the first quarter of 1930 was 5.5
parcent, also unchanged from a year earlier.

Praliminary Bureau of Labor Statistics (BLS) data suggest a different picture with unemployment
rates declining in rural areas between January-February 1989 and 1990 butincreasing slightly in
urban areas. The BLS rural unemployment estimate for January-February 1990 was 7.4 per-
cent, and the urban estimate was 5.4 percent. Future revisions in the BLS January-February
estimates and the addition of March estimates may bring these unemployment patterns more in
line with the quarterly CPS data. Howaver, BLS rates will most likely remain higher than the
CPS rates, as has been consistently true for some years.

The adjusted unemployment rate, which includes those who have given up looking for work and
half of those who work part-time but who want full-time work, continues to be higher in rural than
urban areas. The rural adj. .ted unemployment rate was 10 percent in the first quarter of 1990,
compared with an urban rate of 7.8 percent. Adjusted unemployment rates for metro and non-
metro areas have both fallen dramatically in recent years, but were unchanged between the first
quarters of 1989 and 1990.

Some Improvement ir 1989

Before 1990, declining unemployment rates pointed to continued economic recovery for many
rural areas. Annual average BLS data show that rural unemployment fell in all regions except
the Northeast, where it rose from 4.8 in 1988 to 5.2 in 1989 (app. table 3). This rising unemploy-
ment registered in both the urban and rural Northeast and may refiect declines in flnancial serv-
ices, construction, and defense contracting industries concentrated there. The rural Northeast
continues to have the lowast regional unemployment rate, however.

Rural unemployment rates fell in all econemic types of counties between 1988 and 1989. Min-
ing-dependent counties were particularly hard hit during the recession of the early 1980’s when
their unemployment rates soared to over 15 percent. These counties have been slow to

recovar, and they still have higher unemploymant (8.6 percent) than counties with other types of
economic bases (all less than 6.5 percent in 1989). Rural manufacturing counties—also hard hit
during the recession—have improved the most since 1980-82 and have now returnaed to pre-
recession unemployment levels. Farming-dependent counties did not experience the high unem-

ployment levels seen in other county types, but unemployment rates hava not yei fallen to 1979
lovels.

Despite recent improvements in rural areas, economic recovery has not occurred evenly across
all nonmetro counties, and many areas continue to have high unemployment. Unemployment in
rural counties in 1989 ranged from 1.2 to 34.5 percent.

Some 900 counties (38 percent of all rural counties) showad the brightest employment picture
with unemployment rates lower than the 5.3-percent U.S. average in 1989. These counties
were concentrated in the Midwaest, New England, Nevada, Idaho, Montana, Virginia, and North
Carolina. Many of these low-unemployment counties were farming-dependent counties—coun-

ties which have traditionaily had lower unemployment rates than other economic types of coun-
ties.

Unemployment Stlil High for Some Countles

Over 600 counties (25 percent of all rural counties) had unemployment rates exceeding 8 per-
cent, 1.5 times the national average. Some of these high-unemployment counties, particularly in
the Southwest, the Mississippi Delta, Appalachia, Alaska, and the Pacific Northwest, have had
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Unemployment

persistently high levels of unemployment. These aréas are historically associated with both lim-
ited employment opportunities and pooriy trained population.

Other high-unempioyment counties, particularly in Texas, the Southeast, Alaska, anu the Missis-
sippi Delta, depend on encrgy-related industries. These counties have not yet recovered from
falling oli prices and energy production in the mid-1980’s.

Rural unemployment showed little change between the first quarters of 1989 and 1980, following
several years of decline. This pattern may reflect a leveiing off of unempioyment rates as rural
areas recover from the recession. Or it may represen: a temporary adjustment to the weaker
U.S. economy sean during the last half of 1989. A rising civilian unemployment rate and slow
manufacturing and construction employment growth in the first half of 1990 suggest a continued
weak employment picture at the national level. Current indicators do noi pointto a substantial
weakening of the rural labor market, but rural areas will probably see more stable unemployment
rates for the rest of tha year. [For further information, contact Leslie A. Whitener, 202/786-1540.]

Rural unemployment stable

Rural unemployment rates did not change from first quarter 1989 to 1990 after
years of decline

Percentage unemployed
20

_~Nonmetro adjusted’

15k .
Metro adjusted’

10

~’~.~‘-.'1

Cfficial nonmetro
Official metro

1
1979 81 82 85 87 89

‘inctudes discouraged workers and half of the workers employed part-time for ©CoNOMIC reasons.
Source; Current Population Survey.

Rural unemployment, 1989

Despite economic recovery, unemployment in over 60 percent of nonmetro counties
exceeds the national average

Nonmetro with:

I Over 1.5 times U.S. average

B 1 to 1.5 times U.S. average

I U.S. average (5.3 percent) or less
[ Metro counties

Source: Buresy of Labor Siatistics.
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Appendix: Data Sources and Definitions

Data Sources

Definitions

Assassing the changing conditions and trends in rural America is complicated by the need to use
a variety of data sourcas for monitoring demographic and economic patterns. Because different
sources of data are intended for different purposes and employ diffarent definitions and collec-
tion methods, they sometimes produce contradictory statistics and may lead to different inter-
pretations. Describing rural conditions, therefore, necessitates piecing together general trends
from many sources of information, not all of which are used each issue.

Macroeconomic conditions: The economic indicators used to monitor macroeconomic chan-
ges in the U.S. economy are darived from Faderal sources. Measures of inflation, including the
Consumer and Producer Price Indexes, and empioyment and unempicyment data are
developed by the U.S. Department of Labor's Bureau of Labor Statistics (BLS). National in-
coma and product account laformation on capital investment, gross national product, and net ex-
portts is produced by the Bureau of Economic Analysis (BEA), U.S. Department of Commerce.
Information reiating to monetary policy, including changes in interest rates and for~‘gn exchange

rates, and data on industrial production are furnished by the Federal Reserve 8ot d of Gover-
nors.

Employment and earnings: Data on nonmetro employment, unemployment, and earnings
come from three sources. The month y Current Popuiation Survay {CPS}, conducted by the
Bureau of the Census for the L1.S. Daepartment of Labor, provides detailed information on the
labor force, employment, unemployment, and demographic characteristics of the metro and non-
maetro population. CPS derives estimates based on a national sample of about 58,000
househclds that ara representative of the U.S. civilian noninstitutional population 16 years of age
and over. Labor force information is based on respondents’ activity during 1 week each month.

BLS county-level employment data are taken from unemployment insurance claims and State
survays of establishment payrolls which are then benchmarked to State totals from the CPS.
Thus, at the naticnal and State leveis, annual average BLS and CPS estimates are the same.

The BLS data series provides manthly estimates of laber force, employment, and unemployment
for individual counties.

BEA employment data, uniike the household data collected by the CPS and BLS, provide estab-
lishment data on the number of jobs rather than the number of workers. BEA data provide
detailed information on the number and type of jobs, earmings by industry, and sources and
amounts of income at the county level.

Each of these data sets has its advantages and disadvantages. CPS furnishes detailed employ-
ment, unemployment, and demographic data for metro and nonmetro portions of the Nation.
BEA provides estimates of the numbar of jobs and earnings by industry for individual county
areas. BLS provides less detailed employment data than the other two serigs, but offers very
current and timely empioyment and unemployment information at the county level. While thece
data sources are likely to provide different astimates of employment conditions at any point in
time, thaey generally indicate similar t' ads.

Throughout Aural Conditions ang ~ rends, we use “rural” and “nonmetro” interchangeably. The
same holds for “urban” and "metr...* Howevaer, in tables we use “nonmetro” and “metro,” the
original and more accurate terms uised in the data sources.

Adjacent and nonadjacent nonmetro countles: Nonmetro counties that are physically ad-
jacent to one or more metro areas and have at least 2 percent of the employed labor force com-
muting to work in a central metro county. All other nonmetro counties are nonadjacent.

Adjusted unemployment rate: The number of unemployed people, discouraged workers who
have given up looking for woric, and half of the workers who work part-time but want fuli-time
work as a percentage of the civilian labor force plus discouraged workers.

Consumaer Price Index (CPI): A measurs of the average price level of a basket of consumer
goods and services at the retail level for a specific period compared against a benchmark period.

County typs classitication: A recently updated USDA classification of nonmetro counties by
principal economic activity or demograghic base, such as farming-, manufacturing-, or mining-de-
pendent, persistent paverty, or retirement destination, among others. The classificat’ )n is used

to depict the social and economic structure of rural Amarica.
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Appendix: Definitions

Farming-dependent counties include counties where farming acoounted for a weighted annual
averaga of 20 percent or more of total labor and proprietor income (TLPI)in 1981, 1982, 1984,
1985, and 1986. Manutacturing-dependent counties included those where manufacturing con-
tributed 30 percent or more of TLPIin 1986. Mining-dependent counties included those where
mining contributed 20 percent or more to TLPI in 1986. Retirament countias included those
counties where the net immigration rates of people aged 60 and over were 15 percent or more
of the expected 1980 population aged €0 and over for the period 1970-80.

For further information, see Thomas F. Hady and Peggy J. Ross, An Update: The Diverse So-
cial ¢..4 Economic Structure of Nonmetropolitan America, AGES 9036, U.S. Department of
Agriculture, Economic Research Service, June 1990.

Foreign exchange rate: The rate at which one currency is traded for another. The Federal
Reserve publishes a measure of the overall U.S foreign exchange rate based on the rates of the
10 major U.S. trading partners. .

Gross national product (GNP): The dollar amount of final goocds and services producad by the
United States. GNP is the sum of consumer spanding, Federal Government purchases of
goods and services, business investment, and exports less the amount of imports. This statistic
is reported quarterly but is revised in each ot the 2 months following the initial release. Nominal
GNP measures final goods and services at cumrent prices. Fieal GNP measures final goods and
services at 1082 prices to adjust for infiation.

Inflation rate: The percentaga change in a measure of the average price level. Changoes are
reported on a monthly basis and are stated as annual rates for longer tenn comparisons. The two
maijor measures of the average price level are the Consumer and Producer Price Indexes.

Labor force participation rate: The civilian labor force as a percentage of the civilian nonin-
stitutional population 16 years and older.

Motro areas: Matropolitan Statistical Areas (MSA's), as definad by the Ofiice of Management
and Budget, include core counties containing a city of 50,000 or more people or containing
several smaller cities totaling 50,000 or more people and atotal area population of at least
100,000. Additional contiguous counties are included in the MSA if they are economically and
socially integrated with the core county. Metro areas are divided into central cities and areas out-
side central cities (suburbs). Throughout this pubiication, urban and metrc have bean used inter-
changeably to refer to people or places within MSA's. :

Metro-nonmetro classiilcation: A 10-part classification that distinguishes among metro coun-
ties by size, and among nonmetro counties by degree of urbanization and proximity to metro
areas. The classification categories are as follows:

Metro countlios:

Core—central counties of metro areas of 1 million population or more.
Fringe—{ringe counties of metro areas of 1 million population or more.
Medium—counties in metro areas of 250,000 to 1 million population.
Small—counties in metro areas of less than 250,000 population.

Nonmatro counties:

Urban adjucent-—aggregate urban population (people living in places of 2,500 or more) of
20,000 or more, adjacent t0 a metro area.

Urban ronadjacent—urban population of 20,000 or more, nat adjagent to a metro area.

Less urban adiacent—urban population of 2,500 to 19,999, adjacant to a metro area.

Less urban nonadjacent—urban population of 2,500 to 19,999, not adjacent to @ metro area.
Rural adjacent—complately rural o7 lass than 2,500 urban population, adjacent to a metro area.
Rural nonadjacent—complately rural or less than 2,500 population, not adjacent to a metro area.

For more information, see Margaret A. Butler, Rurai-Jsoan Continuum Codes for Metro ard

Nonmetro Counties, AGES 9028, U.S. Department of Agriculture, Economic Research Serv-
ice, April 1990.

Nonmetro areas: Counties cutside of metro area boundaries. Throughout this publication,
rural and nonmetro are used interchangeably to refer to people and places outsida of MSA's.

Unempioyment rate: The number of unempioyed peo,e as a percentage of the civilian labor

force.
43
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Appendix Tables

Appendix table 1—Nonmetro employment: Quarterly and annual averages

Adjusted
Year/quarter Labor force ;::g;:{;; ‘; Employment Unemployment Unemrp:to:mont unon:glc;xmont
Thousands Percent ——— Thousands————— ——Percent

1990:

1st 25,893 62.2 24,196 1,697 6.6 10.0
1989:

4th 26,168 62.8 24,778 1,390 5.3 8.6

3rd 26,783 64.1 25,323 1,459 5.4 8.7

2nd 95,389 63.5 24,919 1,470 5.6 8.9

st 25,441 62.2 23,807 1,634 6.4 10.2
1988:

4th 25,510 62.8 24,042 1,469 5.8 9.4

3rd 25,793 63.2 24,254 1,499 5.8 9.6

2nd 25,513 62.4 23,978 1,535 6.0 9.8

1st 24,819 61.2 22,996 1,823 73 11.6
1987:

4th 25,087 62.3 23,449 1,638 6.5 10.6

3rd 25,277 62.9 23,634 1,643 6.5 10.5

2nd 25,186 62.2 23,437 1,749 6.9 10.9

1st 24,856 61.0 22,688 2,167 8.7 13.1
1989 26,209 63.2 24,718 1,491 5.7 9.1
1988 25,409 62.4 23,827 1,582 6.2 10.1
1987 25,101 62.1 23,302 1,799 7.2 1.3
1986 25,171 61.9 23,001 2,080 8.3 12.8
1985 24,781 61.2 22,700 2,081 8.4 13.0
1984 34,725 62.1 31,930 2,796 8.1 12.2
1983 34,156 61.8 30,696 3,460 10.1 14.9
1982 33,740 61.7 30,335 3,405 10.1 14.9
1981 33,092 61.9 30,488 2,603 7.9 1.5
1980 32,512 61.7 30,150 2,362 7.3 107
1979 31,716 61.5 29,916 1,800 5.7 8.5
1978 31,682 61.5 29,844 1,837 5.8 8.8
1977 30,307 60.5 28,317 1,990 6.6 9.8
1976 29,190 59.6 27,150 2,040 7.0 10.2
1975 28,386 59.2 26,126 2,260 8.0 11.6

Note: Beginning in 1985, estimation procedures for the Current Population Survey are based on the 1980 Census. The change accounts for
mt;‘large drop in the labor force between 1934 and 1985.

Unemployment rate adjusted to include discouraged workers and half of the workers employed part-time for economic reasons.
Source: Bureau of the Caensus, Cumment Population Survey.
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Appendix table 2—Metro employment: Quarterly and annual averages
Adjusted
Labor force Unemployment
Year/quarter Labor force participation Employment Unemployment rate unemr;;zxment
Thousands Percent —— Thousands———— ———Percent:

1990:

1st 97,615 67.0 92,283 5,332 55 7.8
1989:

4th 98,191 675 93,242 4,949 5.0 7.3

3rd 98,373 67.9 93,366 5,007 5.1 75

2nd 97,391 674 92,449 4,942 5.1 75

1st 96,633 66.7 91,411 5,223 54 7.9
1988:

4th 96,886 67.0 92,139 4,748 49 7.4

3rd 97,249 67.5 92,132 5117 53 8.0

2nd 95,843 66.8 90,801 5,042 53 7.8

1st 95,061 66.3 89,492 5,569 5.9 8.6
1987:

4th 95,433 66.6 90,347 5,086 5.3 7.9

3rd 95,924 67.2 90,434 5,490 5.7 8.6

2nd 94,546 66.6 88,869 5,677 6.0 8.7

1st 93,152 65.9 86,904 6,249 6.7 9.6
1989 97,660 67.4 92,624 5,036 5.2 75
1988 96,260 66.9 91,141 5119 - 5.3 7.9
1987 94,764 66.6 89,138 5,625 5.9 8.7
1986 92,665 66.2 86,508 6,157 6.6 9.5
1985 90,684 65.9 84,453 6,231 6.9 9.9
1984 78,819 654 73,076 5,745 7.3 104
1983 77,384 65.1 70,137 7,257 9.4 13.1
1982 76,465 65.1 69,192 7.273 95 13.1
1981 73,301 64.9 67,825 5,476 75 10.3
1980 72,207 64.8 67,120 5,087 7.0 9.5
1979 71,192 64.7 67,029 4,163 5.8 8.0

ote: Beginning in 1985, estimation procedures for the Current Population Survey are based on the 1980 Census.
Unemployment rate adjusted to include discouraged workers and half of the workers employed part-time for economic reasons.
Source: Bureau of the Census, Cumrent Population Survey.

.
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Appendix Tables

Appendix table 3—Average unemployment rates for nonmetro county groups

em 1979 1982 1988 1989
Perce_nt
U.S. total 5.8 9.7 55 5.3
Metro 5.7 9.3 5.1 5.0
Nonmetro 6.1 11.1 6.9 6.4
Region:
Northeast 7.0 105 4.8 52
Midwest 55 10.8 6.3 59
South 6.1 1.1 75 6.8
Waest 7.3 120 8.0 7.4
County type:
Agricultural 55 9.6 6.8 6.5.
Manufacturing 6.4 125 6.5 6.3
Mining 6.1 1.4 9.9 8.6
Retirement 6.6 13 6.8 6.5
Urban-rural
continuum codes:
Adjacent 6.2 11.4 6.6 6.2
Urban 6.4 11.7 6.2 59
l.ess urban 6.1 1.3 6.9 6.5
Rural 6.3 11.0 7.0 6.5
Nonadjacent 6.1 10.7 7.1 6.6
Urban 6.4 10.8 7.2 6.7
l.ess urban 6.0 10.8 7.1 6.6
Rural 59 10.2 7.1 6.5

IToxt Provided by ERI

Source: Bureau of Labor Statistics.
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Appendix Tables

Appendix table 4—Annual average employment change
ltem 1979-86 1986-89 1988-89
Percent
U.S. total 10.9 7.0 2.0
Metro 12.9 7.2 2.0
Nonmaetro 3.8 6.5 2.1
Region:
Northeast 8.9 7.6 1.8
Midwest -2.8 5.6 1.5
South 6.3 6.2 1.8
West 9.0 8.4 43
County type:
Agricultural 24 34 8
Manufacturing 2.9 6.7 1.6
Mining 9.6 -5 1.7
Retirement 17.8 105 2.8
Urban-rural
continuum codas:
Adjacent 6.1 74 2.4
Urban 79 75 1.6
Less urban 4.5 6.7 1.9
Rural 7% 8.3 26
Nonadjacent 4 58 21
Urban 4.4 6.5 2.8
Less urban 5 5.7 1.8
Rural 3 4.8 15

Source: Bureau of Labor Statistics.
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" Overview

Rural unemployment re-
mains steady despite a
halt in job growth. Ques-
tions over the direction
of real wages and
income continue.

Rural Economy on Hold

X
.

fter several years of marked improvement, rurzl employment showed almost no growth be-

twaen the second quarters of 1989 and 1930, indicating a serious slowdown in the rural
econoiny over the last year. The explaniation is related to slow growth in the national economy,
which is principally utbaa. Urban job growth continued, but at a very slow and reduced rate.
The difference in the performance of the aconomy in rural and urban areas over the last year
has meant that after a 2-vear stretch tavoring rural areas, the 1980's pattern of more rapid urban
than rural job growth saems likely to return.

Interpreting what this near standstill in employment means about the health of the rural aconomy
is complicated by the fact that the rural unemployment rate remained relatively stable between
the second quarters of 1989 and 1990. Much of the explanation has to be that while the de-
mand for new workers declinad, growth in the supply of workers was slow enough that the share
of workers actively looking for jobs remained the same. A tapering off of the increase in the pro-
portion of women who work, some growth in early retirement, the relatively low numbsr of teen-
agers reaching working age, and continuing rural outmigration all contributed to the slow growth
in the number of people working or looking for work.

The implications of these job growth and unemployment trands for real earnings ars in part a
function of the types of jobs, new and old, in the labor market. A recent Wall Street Journal arti-
cle by Robart Myers points out a divergence in national reai wage trends in the 1980’s as mea-
sured by Bureau of Labor Statistics (BLS) and Social Security Administration (SSA) data. These
differences reflect the types of jobs covered by the data series—nonsupervisory production and
service workers in the BLS data and all workers in the SSA data-—and have important implica-
tions for rural areas with their disproportionate share of production workers. Myers noted that av-
erage real wages ‘or the Nation fell significantiy between 1979 and 1988, according to the ELS
data. SSA data, however, indicate real wages adged up. No analysis yet lets us know directly
what has happened to real wages in rural areas over the decadu. What we know about the oc-
cupational structure of rural areas, however. suggests that rural workers are more likely to have

encountered the wage losses captured by the BLS data than the modest success represented in
the SSA data. '

These trends in real wages for all workers compared with production workers are consistent with
our overall understanding that the 1980's represented a watershed for rural areas in terms of
their sconomic comparative advantage. Rural growth in the 1980’s was strongest when national
growth was both sustained and rapid, as it was in 1987 and 1988. With the national economy

now slowing, the rural economy has virtually stoppad growing. Urban areas appear poised to
dominate as they did for most of the 1980's.

The growing earnings gap
Earnings for production workers declined as ihey grew for all workers
Index, 1979 = 100

110
All US. workers (SSA data)' <
105+ —_/\/ i
100 —
U.S. production worker 3 (BLS data)?
95} T— T
80 ] 1 P g 1 1 1 J
1979 81 83 85 87

'Social Security Adminisiration wage data are based on annuel eamings per worker for all wage and salary workers.
*Bureau of Labor Statistics wage data are based on weekly samings per job for privaie, nonagnicultural wage and salary
tkers in production/! upeivisory jobs.
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National Economic Conditions

The economic expan-
sion continues at a
slower rate than pre-
viously estimated. Infla-
tion pressures have
increased due to the oil
price shock.

Economic Growth Slows and Inflation
Continues

=wo events have modified the general economic outiook: revisions of the gross national prod-
. uct (GNP) lowered estimates of growth in national output for the past 3-1/2 years, and the
price of oil surged in August. Higher oil prices directly raise energy prices and will indirectly

raise prices for other goods and services. The revisions and inflation pressures suggest re-
duced prospects for growth.

In the July GNP revisions, the U.S. Department of Commerce lowered most of the quarterly
GNP growth rates for the past 13 quarters. Different components of GNP were responsible for
each of the yearly adjustments. For 1987, the GNP estimate fell due to lower estimated nonresi-
dential investment. Lower nonresidential investment and business inventories were responsible
in 1988. In 1989, much lower consumer services spending reduced estimated annual growth.

The 1989 revised real growth rate of 2.5 percent (down from 3 percent) showed that the

economy's growth was less robust than previously thought. The quarterly growth rate began
softening in the second quarter instead of the fourth. Estimated first-quarter 1990 growth fell
from 1.9 to 1.7 percent. The economy continued to grow, but weakly rather than moderately.

Personal income estimates also changed between 1987 and 1989; the most significant revision
occurrad for 1989 when the income estimate was lowered by $43 billion. Estimated personal
saving as a percentage of personal income was revised downward to 4.6 percent in 1989 from
the originally reported 5.4 percent. The revised estimates showed that per capita real dispos-
able income rose 0.4 percent in 1987, 3.9 percent in 1988, and 1.4 percent in 1989.

First-Half Inflation Mixed

Inflation pressures have continued in 1990. In 1989, the Consumer Price Index rose 4.6 percent
and the Producer Price Index increased 4.9 percent. Inflation rose in the first quarter of 1990
due to the January rise in oil and food prices, but dropped in the second quarter as energy
prices declined. During the first half of 1990, consumer price inflation was at an annual rate of
6.1 percent, and producer price inflation was a lower 3.7 percent.

Much of the movement in the price indexes originated in the volatile food and energy compo-
nents. Producer energy prices rose 13.7 percent in January, but steadily declinad between Feb-

ruary and July. An 8-percent increase in consumer food prices between August 1989 and Janu-
ary 1990 tapered to 3.4 percent between February and July.

The rate of change in producer prices excluding food and @nergy components—an underlying
rate of inflation-—fose at an annual rate of 3.4 percent during the first 7 months of 1990. Be-
tween April and July, the annual rate was only 2.9 percent. Inflation measured by the Consumer
Price Index, less food and energy, was at an annual rate of 4.5 percent for the second half of
1989 and 6.1 percent for the first half of 1990. Higher prices for services—particularly shelter,
medical care, and apparel—contributed greatly. Because service inflation rates were about the
same in the first half of 1990 as for all of 1989, a substantial decreasa in service inflation would
be necessary for a significant drop in overail consumer price infiation to occur.

Higher Ol Prices Complicate Inflation Fight

The greatest obstacle to economic growth is the recent oil price hike. The price of oil is a signifi-
cant factor in economic growth. The world oil price was about $27 per barrei in 1985, but
dropped to an average $14.50 in 1988. This decline, combined with other forces, spurred eco-
nomic activity between 1986 and 1988. Prices in 1989 climbed past $17 per barrel, and severe
winter weather boosted prices again in early 1990.

Oil prices started falling in February, dropping to $14.30 per barrel in June. The lowaer prices
helped ease inflation pressures on a weakening economy. Qil prices have doubled since Juns,
fanning inflation and increasing the costs of production. Several months will pass, however, be-
fore the price increasaes hit all sectors of the economy.
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National Economic Conditions

U.S. Doliar Value Falis

Siow domestic @conomic growth and rising inflation have been factors leading to a weaker dol-
lar. The value of the dollar appreciated 6.1 percent in 1989, as measured by the Federal Re-
serve in a 10-country, trade-weighted index, but fell 4.1 percent between the fourth quarter of
1989 and the first quarter of 1990. The dollar has continued to slide in 1990, and by August was
more than 10 percent below the annual value for 1989.

implications for Rural-Urban Unemployment

The overall economic outiook for slow growth points to higher national unemployment rates, im-
plying the likelihood of higher rural unemployment. Preliminary research, however, suggests
that rural areas may benefit more from dollar depreciation and the resulting export growth than
urban areas. The expected dollar depreciation should help limit the increase in the rural unem-
ployment rate if the general economy slows further, counteracting the usual tendency for rural
unemployment to rise more rapidly in a downturn.

Higher oil prices will not uniformly affect rural areas. Unemployment in farming-dependent areas
may not increase significantly by year's end despite higher oil prices. Manufacturing-dependent
rural areas may face higher unemployment because of sharply higher production costs. Recent
increases in mining employment and higher oil prices shouid help mining-dependent areas that
“ave suffered high unemployment rates. [This analysis reflects data available as of Sept. 24,
1990. For further information, contact Karen Hamrick or Elizabeth Mack, 202/219-0762.]

GNP estimates lowered
Growth in U.S. economy not as robust as previously predicted
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Producer Price Index reacts to energy prices
Recent energy price rise threatens higher inflation

Percentage change

16 -

124

o i Producer Price index

. Producer Price Index (onergy only)
(total finished goods)

4 \

0 —— A =
A V_/

-8 1 11 1 | 1 ] 1 1 1 1 1 ] b 11 | 1 1
1/89 4/89 7/89 10/89 1/80 4/90 7/90

53
J Rural Conditions and Trends, Fail 1990 5




Employment

Second-quariter 1990
rural employment
growth fell to near zero,
as a stalling national
economy hurt rural
areas. Rural employ-
ment growth among
youths and older
workers fell compared
with the same period in
1989. However, rural
labor force participation
remained at a near-
record high.

Rural Empioyment Growth at Near
Standstill

" ural employment growth declined to near zero during the second quarter of 1990, falling
from 3.92 percent between the second quarters of 1988 and 1989 to 0.06 parcent betweaen
1989 and 1990, according to the Current Population Survey (CPS). For the third consecutive
quarter, rural employment growth declined. Urban employment growth siowed more moderate-

ly, dropping from 1.81 percent betwaen the second quarters of 1988-89 to 1.12 percent during
1989-90. '

The near standstill in rural job growth between the second quarters of 1983 and 1990 suggests
that rural areas are being hit harder than urban areas as the overall econcmy slows.

Both rural and urban employment growth rates were at their lowest seccnd-quarter levels since
the 1980-82 recession despite the hiring of morae than 300,000 temporary Census workers, ac-
cording to CPS data. This slowdown in employment growth aiso reverses the recent trend of
rural growth exceeding urban growtih.

Preliminary Bureau of Labor Statistics (BLS) county-level estimates, while not as precipitous,
show a simitar downturn with rural job growth slowing to 0.99 percent between the second

quarters of 1989 and 1990. Urban employment growth dropped to 0.83 percent for the same
period.

Rural Labor Force Participation Remains High

During the second quarter of 1990, 63.2 percant of the rural civilian population age 16 and oldsr
was in the labor force, about the same as a year earlier. CPS data indicate that rural labor force
participation has stayed high partly because of slow labor force growth. The number of rural
youths aged 16-24 entaering the civilian labor force declined 4.5 percent in the second quarter, a
maijor contributor to the slowdown. Urban labor force participation remained unchanged at 67.4
percent in the second quarters of 1989 and 1990,

Employment Drops Most Among Youth and Older Workers

Rural employment declined most among youth aged 16-24 (down 4.7 percent) ard workers
aged 55 and older (down 3.9 percent) in the second quarter of 1990. Employment among rural
women remained stable, while for workers aged 35-54, it increased 3.5 percent from the same
period last year. Urban employment growth among these same groups has been mixed, how-
ever. Urban employment among youth dropped 3.6 percent between the second quarters of
1989 and 1990. Urban employment among woman rose 1.8 percent; among the 35-54 age

group, 3.4 percent; and among older workers, 1.4 percent. [For further information, contact
Tim Parker, 202/219-0540.]

Nonmetro job growth near zero
Nonmetro employment growth dropped rapidly in the second quarter of 1990

ltem 1986-37 1987-88 1988-89 1989-90

Percentage change from previous second quarter

Current Popuiation Survey:

Nonmetro 1.30 2.3 3.92 0.06

Metro 3.06 2.17 1.81 1.12

United States 2.68 220 2.26 .89
Bureau of Labor Statistics: :

Nonmatro 1.46 2.46 2.26 .99

Matro 2.79 2.21 2.21 .83

United States 2.51 2.26 2.22 .86

Source: Current Population Survey and Bureau of Labor Statistics county data.
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Rural, urban job trends often move in opposite directions
Second-quarter growth rates were lowest since 1960-82 recession,
as U.S. economy slowed
Percent change from same quarter in previous year
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Rural employment effects vary by worker group
Youths and older workers lost most between second quarters of 1989 and 1890
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Unempioyment

Rt vl unemplayment
rates held steady be-
tween the second quar-
ters of 1989 and 1290,
after several years of
consistent decline.
About the same number,
of rural residents were
looking for work in mid-
1990 as a year before.

Rural Unemployment Shows No
Change in Second Quarter of 1990

~ yral unemployment remained unchanged betwaen the second quarters of 1989 and 1990,

according to Current Population Survey (CPS) data. The rural unemployment rate for both
periods was 5.6 percent, and 1.5 million rural residents were looking for woik in the sacond quar-

ter of this year. Because these quarterly data are not adjusted for seasonal variation, compari-

sons are made with the same quarter a year earlier. Urban unemployment was 5.1 percent,
also unchanged from a year eariier.

Bureau of Labor Statistics (BLS) data also report stable rural unemployment rates, although BLS
shows a consistently higher rural rate and a greater rural-urban gap than CPS. Preliminaty BLS
data show the average rural unemployment rate in second quarter 1990 was 6.2 percent com-

pared with 6.3 percent for a year earlier. Urban unemployment, according to BLS, stood at §
percent.

Since 1986, rural unamployment has consistently declined and has now stabilized at the lowest
rate in 10 years. This stabiiity may mean that rural unemployment rates are leveling off as rurai

areas recover from the 1980-82 recaession, but it morae likely refiects the slowing national econ-
omy seen since late 1989,

Rural-Urban Differences Continue

Because both urban and 1ural unemployment rates are holding steady, rural areas on average
still have more joblessness than urban areas. Howevaer, overail unemployment rates, 0.5 per-
centage point higher in rural than in urban areas in the second quarter of 1990, mask consider-
able variation within both areas. Central cities, with about 29 percent of the urban labor force,
had a 6.4-nercent unemployment rate, considerably higher than the rural average.

Rural farm areas, with about 7 percent of the rural labor force, had an average unemploymant
rate of 1.9 percant. However, unemployment may be underestimated in rural farm areas be-
cause of the large proportions of self-employed agricultural workers. Self-employed individuals

are counted as employed even if they work at their enterprise vary little or have lost a primary
nonfarm job,

Minorities and Youth Have Highest Unemployment

Unempioymant rates were stable for the major racial/ethnic, gender, and age groups between
the second quarters of 1989 and 1990. While unemployment did not worsen for youth and mi-
norities—groups generally hit hardaest during past economic slowdowns—thesa workers contin-
ued to face relatively high levels of unemployment. In the second quarter of 1990, 15.8 percent
of teenagers, 11.3 percent of blacks, and 10.9 percent of Hispanics were looking for work. Un-
emplcyment rates for the groups were high in metro areas as well.

Thaese official unemploymant rates tend to underestimate unemployment, especially in rural
areas, because they do not consider discouraged workers or the underemployed. The rural ad-
justed unemployment rate, including discouraged workers who have given up their search for
work and half of those who work part-time but want to work full-time, was 8.9 percent in rural
areas and 7.4 percent in urban areas in the second quarter of 1990. For rural minorities and
youths, the adjusted unemploymant rates are even higher with over 16 percant of rural blacks
and Hispanics and 21 percent of teenagers unemployed.

How the economy will change in the near future is unclear, but many of the Nation's leading eco-
nomic indicators have worsened recently. Higher oil prices resulting from the developments in
the Middle East are expected to contribute to slower growth in the United States. During past
economic recessions, the rural economy deteriorated further and recovered more siowly than
the urban economy. A more favorable exchange rate now compared with that of earlier periods
may help lessen the rural impacts 6f a national economic downturn. Howaevaer, it is likely that
rural areas will see higher unemployment rates and a worsening employment picture if the na-

tional economy falters in the near future. [For further information, contact Leslie A. Whitener,
202/219-0540.)

51%)
8 Rural Conditions and Trends, Fall 1990 J

BEST COPY AVAILABLE




Unemployment

Rural unemployment stable
Second-quarter rural unemployment held at the same rate as a year earlier,
the second consecutive quarter to match the previous year’s rate

Percentage unemployed
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'Ircludes discouraged workers and haif of the workers employed part-time for economic reasons.
Source: Current Population Survey.

Nonmetro unemployment remains higher than metro
Unemployment rates for blacks, Hispanics, and youth remain high in both areas

Nonmetro Mairo
ltem 2nd quarter 1990 2nd quarter 1990
Thousands
Civilian labor force 26,417 98,504
Unemployed 1,483 5,024
Percent
Unemploymaent rate:
All civilian workers 586 5.1
Adult men 4.7 45
Adult women 5.0 4.3
Teenagers 15.8 15.7
Whites 5.0 4.4
Blacks 113 10.5
Black teenagers 329 31.2
Hispanics 10.9 7.3
Adjusted unemployment rate' 8.9 7.4

' Unemployment raie adjusted to include discouraged workers and half of the workers employed
part-time fCr economic reasons.

Source: Bureau of the Census, Current Population Survey.
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Appendix: Data Sources and Definitions

Data Sources

Detinitions

Assessing the changing conditions and trends in rurai America is complicated by the need to use
a variety of data sources for monitoring demographic and economic patterns. Because different
sources of data are Intended for different purposes and employ differont definitions and collec-
tion methods, they sometimes produce contradictory statistics and may lead to different interpre-
tations. Describing rural conditions, therefore, necessitates piecing togather general trends from
many sources of information, not all of which ara used each iscue.

Macreeconomicconditions: The economic indicators used to monitor macioeconomic
changes in the U.S. economy are derived from Federal sources. Measures of inflation, including
the Consumer and Producer Price Indexes, and employment and unemployment data are devel-
oped by the U.S. Department of Labor's Bureau of Labor Statistics (BLS). National income and
product account information on capital invastment, gross national product, and net exports is pro-
duced by the Bureau of Economic Analysis (BEA), U.S. Department of Commerce. Information
relating t0 monetary poliicy, including changes in interest rates and foreign exchange rates, and
data on industrial production are fumished by the Federal Reserve Board of Governors.

Employment and earnings: Data on nonmetro employment, unemployment, and earnings
come from three sourcaes. The monthly Current Population Survey (CPS), conducted by the Bu-
reau of the Census for the U.S. Department of Labor, provides dstailed information on the labor
force, employment, unemployment, and demographic characteristics of the metro and nonmetro
population. CPS derives estimates based on a nationai sample of about 58,000 households that
are representative of the U.S. civilian noninstitutionai population 16 years of age and over. Labor
force information is based on respondents’ activity during 1 week each month.

BLS county-level employmant data are taken from unemployment insurance claims and State
surveys of astablishment payrolls which are then benchmarked to State totals from the CPS.
Thus, at the national and State levels, annual average BLS and CPS estimates are the same.

The BLS data series provides monthly estimates of labor force, employment, and unemployment
for individual counties.

BEA employment data, unlike the household data collected by the CPS and BLS, provide estab-
lishment data on the numbar of jobs rather than tha number of workers. BEA data provide de-

tailed information on the number and type of jobs, earnings by industry, and sources and
amounts of income at the county level.

Each of these data sets has its advantages and disadvantages. CPS furnishes detailed employ-
ment, unempioyment, and demographic data for metro and nonmetro portions of the Natlon.
BEA provides estimates of the number of jobs and earnings by industry for individual county
areas. BLS provides less detailed employment data than the other two series, but offers very
current and timely employment and unemployment information at the county level. While these
data sources are likely to provide difierent astimates of empioyment conditions at any point in
time, they generaily indicate similar trends.

Throughout Rural Conditions and Trends, we use "rural” and "nonmetro” interchangaably.
The same holds for "urban” and "metro.” Howaver, in tabies we use "nonmetro” and "metro,” the
original and more accurate terms used in the data sources.

Adjusted unemployment rate: The number of unsmployed people, discouraged workers who
have given up looking for work, and half of the workers who work part-time but want full-time
work as a percentage of the civilian labor force plus discouraged workers.

Consumer Price Index (CP1): A measure of the average price level of a basket of consumer
goods and services at the retail level for a specific period compared against a benchmark period.

County type classification: A recently updated USDA classification of nonmetro counties by
principal econon.ic activity or demographic base, such as farming-, manufacturing-, or mining-de-
pendart, persistent poverty, or retirement destination, among others. The classification is used

to depict the social and economic structure of rural Arierica.
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Appendix: Definitions

Farming-dependent counties include counties where farming accounted for a weighted annual
average of 20 percant or more of total labor and proprietor income (TLPI) in 1981, 1982, 1984,
1985, and 1936. Manufacturing-dependent counties included those where manutacturing con-
tributed 30 percent or more of TLPIin 1986. Mining-dependent counties included those where
mining contributed 20 percent or more to TLP1in 1386. Retirement counties included those
counties where the net inmigration rates of people age 60 and over were 15 percent or more of
the expected 1980 population aged 60 and over for the period 1970-80.

For further information, see Thomas F. Hady and Peggy J. Ross, An Update: The Diverse So-
cial and Economic Structure of Nonmetropolitan America, AGES 9036, U.S. Department of
Agriculture, Economic Research Service, June 1990.

Forelgn exchange rato: The rate at which one currency is traded for another. The Federa! Re-

sarve publishes a measura of the overali U.S foreign exchange rate based on the rates of the 10
major U.S. trading partners.

Gross naticnal product (GNP): The doliar amount of final goocis and services produced by the
United States. GNP is the st:m of consumer spending, Federal Government purchases of
goods and sarvices, business investment, and exports less the amount of imports. This statistic
is reported quarterly but is revised in each of the 2 months following the initial release. Nominal
GNP measuraes final goods and services at current prices. Real GNP measures final goods and
setvices at 1982 prices to adjust for inflation.

Inflation rate: The percentaga change in a measure of the average price level. Changes are re-
ported on a monthly basis and are stated as annual rates for longer term comparisons. The two
major measures of the average price level are the Consumer and Producer Price indexes.

Labor force participation rate: The civilian labor force as a percentage of the civilian noninsti-
tutional population age 15 and okder.

Matro aroas: Metropolitan Statistical Areas (MSA's), as defined by the Office of Management
and Budget, include core counties containing a city of 50,000 or more people or containing sev-
eral smaller cities totaling 50,000 or more people and a total area population of at least 100,000.
Additional contiguous counties are included in the MSA if they are economically and socially inte-
grated with the core county. Metro areas are divided into central cities and areas outside central
cities {suburbs). Throughout this publication, urban and metro have been used interchange-
ably to refer to people or places within MSA's.

Nonmeiro areas: Counties outside of metro area boundaries. Throughout this publication,
rural and nonmetro are used interchangeably to refer to people and places outside of MSA’s.

Producer Frice Index: A measure of the average price received by producers of finished
goods at the wholesale level during a specific period compared against a benchmark period.

Unemployment rate: The numbar of unemployed people 16 years and older as a percentage
of the civilian labor force 16 years and older. ‘
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Appendix Tables

| Appendix table 1.—Nonmetro empioyment: Quarterly and annual averages

Adjusted
Labor force Unemployment
Year/quarter Labor force participation Employm.ent Unempicyment rate unemrgl;)‘lment
Thousands Percent —~————Thousands Percent:

1990:

2nd 26,417 63.2 24,934 1,483 5.6 8.9

1st 25,893 62.2 24,196 1,697 6.6 10.0
1989:

4th 26,168 62.8 24,778 1,350 53 8.6

3rd 26,783 64.1 25,323 1,459 5.4 8.7

2nd 26,389 63.5 24,919 1,470 5.6 8.9

1st 25,441 §2.2 23,807 1,634 _ 64 10.2
1988:

4th 25,510 62.8 24,042 1,469 5.8 9.4

3rd 25,793 63.2 24,294 1,499 5.8 9.6

2nd 25,513 62.4 23,978 1,535 6.0 9.8

1st 24,819 61.2 22,99¢€ ) 1,823 7.3 11.6
1987

4th 25,087 62.3 23,449 1,638 6.5 10.6

3rd 25,277 62.9 23,634 1,643 6.5 10.5

2nd 25,186 62.2 23,437 1,749 6.9 10.9

1st 24,856 61.0 22,688 2,167 8.7 13.1
1989 26,209 63.2 24,718 1,491 5.7 9.1
1988 25,409 62.4 23,827 1,582 6.2 10.1
1987 25,101 62.1 23,302 1,799 7.2 11.3
1986 25,171 61.9 23,091 2,080 8.3 12.8
1985 24,781 61.2 _ 22,700 2,081 84 13.0
1984 34,725 62.1 31,930 2,796 8.1 12.2
1983 34,156 61.8 30,696 3,460 10.1 14.9
1982 33,740 61.7 30,335 3,405 10.1 14.9
1981 33,092 61.9 30,488 2,603 7.¢ 1.5
1980 32,512 61.7 30,150 2,362 7.3 10.7
1979 31,716 61.5 29,916 1,800 5.7 8.5

Note: Beginning in 1985, estimation procedures for the Current Population Survey are based on the 1980 Census. Their change accounts for
the large drop in the labor force between 1984 and 1985,

Unemployment rate adjusted to include discouraged workers and half of the workers employed part-time for economic reasons.
Source: Bureau of the Census, Current Population Survey.
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Appendix Tables .

Appendix table 2—Metro employment: Quarterly and annual averages

- Adjusted
Labor force Unemployment
Year/quarter Labor force participation Employment Unemployment rate unemrgl;ytment
Thousands Percent ————Thousands—— Percent

1990: A

2nd 98,504 67.4 93,480 5,024 5.1 7.4

1st 97,615 67.0 92,283 5,332 55 78
1989:

4th 98,191 67.5 93,242 4,949 5.0 7.3

3rd 98,373 679 93,366 5,007 5.1 75

2nd 97,391 67.4 92,449 4,942 5.1 75

1st 96,633 66.7 91,411 5,223 54 7.9
1988:

4th 96,886 67.0 92,139 4,748 49 74

3rd 97,249 67.5 92,132 5117 53 8.0

2nd 95,843 66.8 90,801 5,042 53 78

1st 95,061 66.3 89,492 5,569 59 8.6
1087;

4th 95,433 66.6 90,347 5,086 53 79

3rd 85,924 67.2 90,434 5,490 57 8.6

2nd 94,546 66.6 88,869 5677 8.0 8.7

1st 93,182 65.9 86,904 6,249 6.7 9.6
1989 97,660 67.4 92,624 5,036 5.2 75
1988 96,260 66.9 91,141 5,119 53 7.9
1987 94,764 66.6 89,138 5,625 5.9 8.7
1986 92,665 66.2 86,508 6,157 6.6 9.5
1985 90,684 65.9 84,453 6,231 6.9 9.9
1984 78,819 65.4 73,076 5,743 73 10.4
1983 77,394 65.1 70,137 7,257 9.4 1341
1982 76,465 65.1 69,192 7273 9.5 13.1
1981 73,301 64.9 67,825 5,476 75 103
1980 72,207 64.8 67,120 5,087 7.0 9.5
1979 71,192 64.7 67,029 4,163 5.8 8.0

Note: Beginning in 1985, estimation procedures for the Current Population Survey are based on the 1980 Census.

Unemployment rate adjusted to include discouraged workers and half of the workers employed part-time for economic reasons.
Source: Bureau of the Census, Current Populatior, Survey.
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Get these timely reports from USDA’s

Economic Research Service

These periodicals bring you the latest information on food, the farm, and rural
America to help you keep your expertise up-to-date. Order these periodicals to
get the latest facts, figures, trends, and issues from ERS.

Agricultural Outlook. Presents USDA’s farm income and food price forecasts. Emphasizes the short-term
outlook, but also presents long-term analyses of issues ranging from intemational trade to U.S. land use and
availability. Packed with more than 50 pages of chatts, tables, and text that provide timely and useful information.

Economic Indicators of the Farm Sector. Updates economic trends in U.S. agriculture. Each issue ex-

plores a different aspect of income and expenses: naticnal and State financial summaries, production and efficiency
statistics, and costs of production for livestock and dairy and for major field crops.

Farmline. Concise, fact-filled articles focus on economic conditions facing farmers, how the agricultural environ-

ment is changing, and the causes and consequences of those changes for farm and rural people. Synthesizes farm
economic information with charts and statistics.

Foreign Agricultural Trade of the United States. Every 2 months brings you quantity and value of

U.S. farm exports and imports, plus price trends. Subscription includes two big 300-page supplements containing data
for the previous fiscal or calendar year. A must for traders/

Journal of Agricultural Economics Research. Technical research in agricultural economics, including
econometric models and statistics on methods employed and results of USDA economic research.

National Food Review. Offers the latest developments in food prices, product safety, nutrition programs, con-
sumprion patterns, and marketing.

Rural Conditions and Trends. Tracks rural events: macroconomic conditions, employment and under-
employment, industrial structure, eamnings and incoine, poverty and population.

Rural Development Perspectives. Crisp, nontechnical articles on the results of the most recent and the
most relevant research on rural areas and small towns and what those results mean. :

D Check here for a free subscription to Reporis, a quarierly catalog describing the latest ERS research reports. It’s

designed 10 help you keep up-to-date in all areas related to food, the farm, the rural economy, ioreign trade, and the en-
vironment.

See next page for other periodicals available from ERS!

1 year 2 years 3 years
Agricultural Outlook (11 per year) %2 %51 %715
Economic Indicators of the Farm Sector (5 per year) I 7 __ 839
Farmline (11 per year) ___ 512 823 %33
Foreign Agriculiural Trade of the United States (8 per year) 825 %49 - 1
Journal of Agricultural Economics Research {4 per year) ___s8 815 521
National Food Review (4 per year) s 52 %30
Rural Conditions and Trends (4 per year} —__Si4 71 539
Rural Development Perspectives (3 per year) ' % s s

. Complete both pages of this order form (I
. Single coples of all periodicals available for $8.00 each.
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Save by subscribing for up to 3 years. Save another

25 percent by ordering 50 or more copies to one address.

Situation and Outlook Reports. These reports provide timely anaiyses and forecasts of all major
agricultural commodities and related topics such as finance, farm inputs, land values, and world and

—

regional developments.

1 year 2 years 3 years
Agricultural Exports (4 per year) s .83 833
Agricultural Income and Finance (4 per year) ____s12 %23 %33
Agricultural Resources {5 per year, each devoted to
one topic, including Inputs, Agricultural Land Values
and Markets, and Cropland, Water, and Conservation.) ____s12 823 833
Aquaculture (2 per year) . ) V] 523 __ %33
Cotton and Wool (4 per year) __ 812 _ 823 %33
Dairy (5 per year) % 323 __..%33
Feed (4 per year) %12 _ %23 %33
Fruit and Tree Nuts (4 per year) 1 3 S VX %33
Livestock and Poultry (6 per year plus 2 supplements) . — 533 %48
Livestock and Poultry Update (monthly) ____$15 %29 — .52
Oil Crops (4 per year) . ) V] 523 . §33
Rice (3 per year) . ) V] _..%23 _ %33
Sugar and Sweetener (4 per year) —_$12 %23 %33
Tobacco (4 per year) — 812 7 X —. 533
Vegetables and Specicities (3 per year) %12 _ %23 833
U.S. Agricultural Trade Update (inonthly) %15 %29 %
Wheat (4 per year) %12 . X 33
World Agriculture (4 per year) S ] 523 —_$33
Agriculture and Trade Reports (5 per year) Includes Western %12 %83 $33

Europe, Pacific Rim, Developing Economies. China, and USSR.

r—s.

—— For fastest service, call toll free: 1-800-999-6779 (8:30-5:00 ET in the
United States and Canada; other areas please call 301-725-7937)
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Find out what else is happening in rural America
Subscribe to Rural Conditions and Trends

A new quarterly periodical from USDA’s Economic Research Service.

Track rural events on a variety of subjects in this new quarterly
periodical: macroeconomic conditions, employment and
underemployment, industrial structure, earnings and income, poverty,
and population. '

Quick-read text and sharp graphics will help you get the information
you need to know efficiently and effectively.

«_..At the national, state, or community level, the best hope of effec-
tively addressing both rural problems and opportunities is to take a stra-
tegic approach. ERS’ new “Rural Conditions and Trends” can build
our understanding of what is happening in rural America and will help

us stay ahead of the curve.”
asaEsranessamwe  Mark Popovich
'Rural Conditions: | Senior Staff Associate
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Overview

The current downturn in
the ecoriomy appears to
be broader than those in
ihe early 1980’s which
hit manufacturing espe-
cially hard. This differ-
ence suggests that the
effects of this downturn
in rural areas may well
differ from those of the
earlier recessions.

Arrival of Recession Raises Questions
about Rural Effect

= yrrent economic indicators suggest, and most economists agree, that totat U.S. economic
activity is now contracting. Less clear is the shape of the downturn and how its particular
characteristics may affect the rural economy. Wil the siowdown follow the same pattern as the
back-to-back recessions of the early 1980's in which rural areas suffered more and took longer
to recover? Are the structura of the rural eccnomy and the nature of the current siowdown and
globai economic conditions now sufficiently diiferent from conditions in the early 1980's to sug-
gest that this slowdown will play out somewhat differently in rural areas?

it will take at least several months to tell how this downturn will affect rural areas. Some sur-
prises between now and then are aimost certain. In the meantime, several differences in the cur-
rent circumstances (compared with those a decade ago) seem important to monitor.

The severity of the 1980's recessions in rural areas is oiten attributed to the fact that manutactur-
ing, disproportionately important to the rural economy, faitered so much. One adjustment manu-
facturers made was to lay off their production workers, also disproportionately found in rural
areas. Management, more concentrated in urban areas, was less affected.

Early readings suggest the current siowdown is less focused on manutacturing. If anything, the
financial and real estate industries are experiencing the most stress, and they are less important
in the rural economy. However, over the last decade, a sorting-out process has occurred within
manufacturing, leaving rural areas with a larger share of the more labor-intensive routine manu-
facturing and urban areas with proportionately more capital-intensive complex manutacturing
than in the sarly 1980’s. Thus, any slowdown in manufacturing will probably hurt rural more
than urban employrrant. ‘

Two other new factors relating to the structure of the rural economy aiso appear to be important
in influencing the shape of the rural siowdown. First, farming is much better off now than in the
early 1980's. The sector has gone through major financial restructuring since then and has far
fewer liquidity problems. Short of a collapse in global markets, farming should not suffer more
than any other sector.

Second, over the last decade, the rural economy, like the urban economy, has b.come more
service oriented. 1 the current downturn is focused as much on services as on the goods-
oroducing sector, as current indicators suggest, then it may well hit rural areas harder than it
would have if the structure of the rural economy were the same as a decade ago.

Globat conditions also seem important to watch. In the second and more severe of the early
1980's recessions, the value of the dollar was relatively high and rising, making products manu-
factured in the United States less competitive in world markets. A woridwide recassion further
roduced foreign demand for rural products. The vaiue of today's dollar is much lower in relation
to the currency of other developed nations, and at least some of our major trading partners do
not appear to be headed for the same slowdown we are in. If these conditions hold, they should
moderate the sevarity of a rural slowdown.

‘The nature of the rural siowdown may wel! e different in regional terms aiso. The recasslons of
the early 1980's were espaciaily intense in the rural "rust belt” of the Midwest. This time, all re-

gions seem to be experiencing some slowdown in employment growth, with no one region being
particularly hard hit so far.
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National Economic Conditions

Evidence suggests that
the economy entered a
recession in the second
half of 1990. Credit
constraints and the neg-
ative effects of the
Persian Gulf situation
contributed significantly
to the weakening of the
general economy. How-
ever, the current low
exchange value of the
dollar should promote
U.S. exports and reduce
the severity of the down-
turn, and a recession
should lead ic lower in-
flation and lower interest
rates. The low inflation,
interest rates, and ex-
change value of the dol-
lar should help reduce
the neqative effects of
the recession on rural
areas.

4 Rural Conditions and Trends, Winter 1990/91

Recession Talk Dominates
Macro2conomic Scene

n 1990, the economy entered its eighth year of expansion. However, as the year progressed,

“a growing number of economists became convinced that the expansion was ending. High
debt levels, falling real estaie vaiues, and instability in financial markets combined with slow
growth at the end of 1989 to reduce growth prospects in 1990. The surge in crude oil prices in
August 1990 led to higher inflation, higher long-term interest rates, and further economic weak-
ness. By the end of the year, though, inflation and interest rates were falling as the aconomy

contracted and oil prices feil. Howaever, the contractionary effects may not be as severe as in
the recessions of the eariy 1980’s.

Weak Natlonal Economy in 1990

The downturn at the end of the year pulled real growth for 1990 down to 0.9 percent from 2.5
percent in 1989. Interest- and credit-sensitive spending was particularly hard hit with reai con-
sumption spending and investment falling significantly in the final quarter of the year. Labor mar-
kets also felt recession pressures as the unemployment rate rose from 5.2 percent in June, a
low not seen since the early 1970's, to 6.1 percent in December. In the second half of 1990, a
significant decline in manufacturing activity led to a 3-percent drop in industrial production and a
fall in capacity utilization from 84 percent to 80 percent.

The oil price surge in August fueled inflation in 1990; inflation as measured by the Consumer
Price Index (CPI) rose 5.4 percent, up slightly from 4.9 percent in 1989. Despite the higher infla-

tion, most short-term interest rates fell throughout 1990, and the bank prime rate held steady at
10 percant.

A Rebound in the Second Half of 199172

The economy will likely continue to be weak in the first half of 1991. Future economic perform-
ance will depend on several factors. One is the degree to which credit is available. The savings-
and-loan situation, falling real estate values, and tighter Federal bank regulations have led many
banks to restrict the amount of available credit. Another potential problem is the Persian Guif
situation and its effect on oil prices and expectations. On the other hand, the low value of the
dollar and moderate growth forecasts for most major trading partners of the United States add
up to a moderately bright net export outlook.

Fiscal and monetary policies will also play important roles. On the fiscal side, the budget agr.e-
ment passed in October is slightly restrictive rather than expansionary. The agreement sug-
gests a fiscal policy outiook of higher taxes and, in the future, slight declines in Federal pur-
chases of goods and services. In the short run, though, Federal spending will likely rise as a re-
sult of expenditures for Operation Desest Storm.

Over the past several years, monetary policy was somewhat restrictive as the Federal Reserve
focused on eliminating inflation. During the second half of 1990, though, the Fed pushed inter-
est rates down and lowered bank reserve requirements as economic growth slowed.

More Severe Macro Environment in Prior Recessiong

Economic statistics describing the U.S. economy in recent.quarters are not as dramatic as those
for the two recessions of the early 1980's (January 1980 to July 1980 and July 1981 to Novem-
ber 1982). The macroeconomic environmaent in the pericds leading into those recessions was
harsh, characterized by high inflation, high interest rates, and high unemployment rates. Con-
sumer price inflation, which had started to spiral up in 1978, peaked at about 15 percent in early
1980. Double-digit rates did not begin to moderate until 1982. The bank prime rate peaked ini-
tially in early 1980 at nearly 20 percent and then fell during the 1980 recession. In 1981, eco-
iomic pressures causad the prime rate to surge upward again and exceed 20 percent, just as
the econamy slid into another recession. Unempioyment rates in 1982 surpassed the 1980
peak of 7.8 percent, climbing to 10.8 percent at the end of 1982.

During eact recession period, total investment, both residential and busiri~«s, declined more
than other GNP components. Consumer spending was flat or down, and government spending
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National Economic Conditions

increases were modest. Howaver, the behavior of net exports was quite different, directly atfect-
ing the relative severity of the recessions. The low exchange value of the dollar preceding the
1980 recession promoted growth in net exports during that recassion. During the more severe
1982 rocession, the value of the dollar climbed and net exports fell.

Implications for Rural Unemployment’

Over the last two decades, international trade has become increasingly important in determining
the rural unemployment rate. The rurai unemployment rate increased during the recessions of
the early 1980's, but the difference between the rural and urban rates rose only slightly. Com-
paring the last recession with the cutrent econormic environment suggests that deterioration in
net exports contributed to rural unemployment in 1982, whereas recent declines in the vaiue of
the dollar and expected improvements in net exports should help temper increases in the rural
unemployment rate during the current recession.

The civilian unemployment rate will likely continue to rise into 1991 from the 6.1 percent level of
December 1890. The rural unemployment rate should show similar, but not disproportionate, in-

Py

craases. [This analysis reflects data available as of January 25, 1991. Karen Hamrick, Joha
Kitchen, Elizabeth Mack, 202/219-0782.]

National unemployment and GNP
Unemployment rises as economic growth slows
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Employment

Rural employment fell
by 164,000 workers be-
tween the third quarters
of 1989 and 1990, the
first loss for rural areas
since the 1980-82 reces-
sions. The effect of this
employment decline,
however, has been par-
tially offset by a shrink-
ing labor force.

Rural Employment Declines

™ ural employmert fell nationally between the third quarters of 1989 and 1990. The Great
Lakes and New England States lost jobs, while most of the rest >f the States gained slightly.

Among county economic types, only retirement-dependant counties had growth rates higher
than 1 percent.

The number of employed rural workers declined by 0.7 percent in the third quarter of 1930 from
a year earlier, according to Current Population Survey (CPS} data. This was the first quarterly
decline in rural employment since the 1980-82 recessions. Urban amployment grovrth slowed,
falling to near zero (0.5 percent) during the third quarter of 1990 compared with the previous
year. Rural job growth has drapped for four consecutive quarters, while urban growth has
slowaed in three of the last four quarters.

Bureau of Labor Statistics (BL.S) data for the third guarter show a similar pattern of rural job
growth as the CPS, but at a slightly higher growth rata. Third-quarter rural empioyment growth
registered a small 0.1-percent gain between the third cuarters of 1989 and 1990. Urban job

growth was slightly higher than rural growth, at 0.4 percent compared with the same period a
year earlier, according to the BLS.

When the national economy deteriorates, smploye-s often raduce workloads and employees’
hours. CPS data show that the number of rural part-time workers who want to work full-time in-

creased 4.5 percent between the third quarters of 1989 and 1980. This number compares with
a 10-parcent decline a year earlier.

Urban part-time workers wanting to work full-time increased by 5.8 percent in the third quartsr
compared with 1989. These numbers indicate a deteriorating economy.

The rural civilian labor force fell 0.7 percent in the third quarters of 1989 and 1990, although the
working age population continued to grow. Most of the decline resuited because fewer teenag-
ars were entering the labor force. Howaver, the number of older workers retiring during the third
quarter also increased compared with the same period in 1989, This decline in the rural labor
force may have helped soften some of the economic effects of the employment losses.

All Reglons Show Signs of Downturn

Rural employment declines during the first three quarters of 1990 were widespread. The largest
decline was in the Great Lakes area of the Midwast (Wisconsin, lllinois, indiana, Michigan, and
Ohio), down 1.1 percent during the first three quarters of 1990 compared with tha same period in

Nonmetro job growth falls

Third-quarter CPS data show nonmetro employment declining for the first time since
the 1980-82 recessions

ftem 1985-86  1986-87 1987-88  1988-89  1989-90

Percentage change from previous third quarter
Current Population Survey:

Nonmetro 24 0 2.8 42 -0.7

Metro 2.5 3.3 1.9 1.3 5

United States 25 2.6 2.1 18 3
Bureau of Labor Statistics:

Nonmetro ] 2.1 2.0 2.2 R

Metro 25 3.1 2.0 1.8 4

United States 2.1 29 2.0 1.9 3

Sources: Current Population Survey and Bureau of Labor Statistics county data.
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" Employment

' +989. Massachusetts, Vermont, and Rhode Island all lost empioyment as daclines in defense-
and finance-related industries have hit hard. California, Montana, and North Dakota had tho low-
est rural job growth rates in the West. The South fared a {ittle befter as the increased price of oil

spurred employment growth in some rural areas of Louisiana, Oklahoma, and Texas. However,
growth remainad sluggish.

Rural empioymant growth slowed in all county economic types during the first three quarters of

1990. Employment growth in manufacturing counties fell to 0.1 percent while growth in farming-
dependent counties did slightly batter, dropping to 0.9 percent. Job growth in mining-dependent
counties registered a 0.6-percent gain. Retirement-dependent counties had the highest employ-

ment growth, a 1.6-percent increase during the first three quarters of 1880 compared with 1989.
[Timothy S. Parker, 202/219-0540]

Nonmetro employment plummets

Nonmetro, metro job growth have siowed since 1989

Percentage change from same quarter in previous year
5~

N

-1 1 | | § | | | ! | ] 1 1 | J
1st  2nd 3rd 4ath 1st 2nd 3rd ath 1st 2nd 3rd 4th 1st 2nd  3rd

L 1987 J L 1988 ——— ' 1989 ——— L1990 —
Source: Current Population Survey.

Nonmetro employment change, first three quarters, 1989-90
Northern Plains, Midwest, New England faced bleakest prospects

22 No growth or decline

[ up to the U.G. average (0.7 percent)
[ Above the U.L. average

"] No nonmetro counties

P
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Unemployment

Rural Unemployment Remains Steady

= ural unemployment has not yet increased in response to the skawdown in the econcmy, but it

1 dno longer continues its long-term decline. Rural unemployment rates remained unchanged
Rural unemployment for the first three quarters of 1990 compared with the same quarters of 1989. However, some
rates showed no rural areas, particularly countias in the Midwest and Northeast. as well as many manutacturing-
change between the depandant counties, are already showing increased unemployment ratas. And rural unemploy-
third quarters of 1989 ment rose in 24 States betweaen the first three quarters of 1989 and 1990, Further deterioration in

the national economy will probably bring higher unemployment rates in rural areas during 1991.

and 1990. In contrast, e nationa y will pr y bring higher unemploy r in rural areas during
urban unemployment,

The unemployment rate in rural areas remained steady between the third quartars of 1989 and
reflecting the downturn 1990, according to the Current Population Survey (CPS). Rural unemployment held at 5.4 per-
in the overall economy, cent during the third quarter of 1990, the same as a ysar earlier. Urban unemployment rates,

e hi .~ aithough stable through the first half of 1990, rose from 5.1 to 5.5 parcent between tha third quar-
reached its h’gh;’St Bird- v of 1988 and 1990, This change marks the first time since the 1980-82 recessions that rural
quarter level in 3 years. and urban unemplcyment rates were esssritially the same. During July, August, and September

1990, an average of 1.5 million rural residents and 5.4 million urban residents were unamployed
and looking for work.

Preliminary Bureau of Labor Statistics (BLS) data also show the rural unemployment rate hold-
ing steady, but at a higher level than the CPS rates. Rural unemployment stabilized at 6.1 per-
cent between the third quarters of 1989 and 1990, while urban unemployment increased from
5.0tc 5.2 percent. Unlike the CPS data, BLS data continue to show a sizable rural-urban gap in

unempioyment, with rural areas having an unemployment rate almost a point higher than urban
areas.

Unemployment Conditions Mixed for Some Rural Areas

Before 1990, dechning unemployment rates pointed to continued economic recovery for most
rural areas. However, during the first 9 months of 1290, the unemployment picture was mixed.
BLS data show rising unemployment rates in the rural Northeast and Midwest compared with the
same period a year earlier. Higher unemployment in the Northeast reflected continued declines
in financial services, construction, and defense-contracting industries concentrated there. Deteri-
orating conditions in the Midwest stemmaed from substantial declines in manufacturing. The rural
South and West continued their pattern of declining unemployment since 1986.

Rural unemployment rose in manufacturing-dependent counties, but declined in tarming- and

mining-dependent counties. Manutfacturing counties were particularly hard hit during the 1980-
82 recessions and had just returned to 1979 unemployn--nt ievels. But between the first three
quarters of 1989 and 1990, rural unemployment in these counties rose from 6.3 to 6.6 percent.

Unemployment in retirement-based counties stabilized at 6.6 percent after 7 years of continuous
decline.

Mining counties showed the greatest improvement, with unemployment rates falling by 1.2 per-
centage points. These declines largely reflactad higher oil prices and increased domaestic en-

ergy production in part. Farming-dependent counties, mostly in the Midwest, also showed de-
clines.

Rural Unempioyment Remains High in Some States

Aithough rural unemployment rates remained ¢ ~~tant betwaen the first three quarters of 1988
and 1989, unemployment in rural areas of many States remained relatively high. Six States--
California, Arizona, Alaska, Michigan, West Virginia, and Alabama--had rural unemployment
rates more than 1.5 timas the national average of 5.5 percent. High unemployment in Michigan
most likely reflected problems in automobile manufacturing and defense industries. Rural areas
of the other States are generally characterized by persistently high levels of unemployment asso-
ciated with limited employment opportunities, seasonal nature of jobs, and unskilled labor.

Several Midwestern States, most of the New England States, Wisconsin, Maryland, Kentucky,

and Nevada showed a brighter unemployment picture with rates below the national average of
5.5 percent. Many of these States, particularly in the Midwast, Maryland, and Kentucky, contain
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Unemployment

rural farming-dependent counties—areas which have traditionally had lower unempioyment
rates than other economic types of counties. The Northeast continues to have lower rural unem-
ployment rates than other regions, but its unemployment levels have increased substantially
over the last year. Between the first three quarters of 1989 and 1990, 9 of 10 Northeastern
States showed increases in rural unemployment rates, most rising by at least 1 percentage point.

Unemployment rates in urban areas have risen as a result of the recent weakness in the na-
tional economy. Unemployment in rural areas has not increased, but it no longer continues its
long-term decline. Also, this stable pattern is not consistent among all rural areas. Rural unem-
ployment rose in 24 States between the first three quarters of 1989 and 1990, most by at least
0.5 percentage point, and unemployment leveis in many rural areas continue to be high. Lead-
ing economic indicators point to further deterioration in the national economy. While some of the
economic conditions associated with the 1980-82 recessions are different now, it is likely that

rural areas will see higher unemployment rates and a worsening employment picture in coming
months. [Leslie A. Whitener, 202/219-0540]

Nonmetro-metro unemployment gap narrows
Unemployment remains stable in nonmetro areas, increases in metro areas

Percentage unemployed

20~
N Nonmetro adjusted’
S Metro adjusted®
151- . / |
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s:,,’/ icial metro RN e A
\ Official nonmetro
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Yincludes discouraged workers and halt of the workers employed part-im  ‘or €CONORUC reasons.
Source: Current Population Sufvey.

Nonmetro unemployment, first three quarters, 1990
Only 16 States had unemployment equal to or less than U.S. average

EZ Over 1.5 times U.S. average

{3 1to 1.5 times the U.S. average
] u.s. average (5.5 percent) or less
] No nonmetro counties

Q Source: Bureau of Labor Statstics.
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Population

Nonmetro population
growth greatly lagged
that of the 1970’s, but
the trend varied widely
by region and county
economic type.

Preliminary 1990 Census Counts
Confirm Drop in Nonmetro Population
Growth

ural America's population grew at only a third the rate of metro areas during the 1980's.
1 1Half or more of all nonmetro counties appear to have lcst population, especially farming and

mining areas. Nonmetro counties that grew rapidly were mostly in the so-called Sun Belt and
ware commonly retirament areas.

Preliminary returns from the 1390 Census of Population show a growth of 1.8 million, or 3.3 percent,
in the nonmetro population during 1980-90. Metro America grew by 17.4 million, or 10.1 percent.

The numbers reportad here wera prepared by the Census Bureau for local review as a means of
datecting omissions, and are somewhat incomplete. Howaver, the difference batween the pre-
liminary U.S. t.tal (245.8 million; and the final count (249.8 million) is just 1.6 percent. There-
fore, final local data will not differ enough from these figures to invalidate judgments about
trends made here.

The national norimetro growth rate was only one-third as high as the metro rate. By contrast,
during the 1970’s, the nonmetro growth rate excaeded that in metro araas. Prolonged economic
recession affecting agriculture, mining, and rural manufacturing impeited many nonmetro rasi-
dents to move away in the 1980's. The movemant of urban people into nonmetro communities
that was so evident in the 1970’s seems to have waned.

Declining Areas More Widaspread

Despite some overall nonmetro population growth, about haif or more of all nonmetro counties
lost population during the 1980's. Such a result is possible becausa most declining areas are
thinly settled and lower in averags population size than are growing counties. Some 1,240 of
2,383 nonmetro counties Showed a 1-percent-or-mora loss in the preliminary returns and, with
minor exceptions, will continue to show this loss when the count is compiete. (Cnly 460 non-
metro counties declined in the 1970's.) Counties with deciining population are concentrated in
the Com Belt, Great Plains, Mississippi Delta, Appalachian coal fiekds, and mining areas of the West.

Many Exceptions to Decline, However

In contrast, other rural and smailtown areas had population growth, with some weli above ths

metro rate. Most notable are those in the Florida Peninsula and the Southwest or on the periph-
ery of some metro areas.

Functions of Counties Shape Population Trends

If nonmetro counties are grouped by economic type, a connection between such types and de-
mographic trends becomes clear. Areas that depended on mining lost 5 percent of their popula-
tion by 1990, as jobs fell in oil, gas, coal, and metallic ore production. More than 75 percent of
counties that depended on agriculture declined, with an cverall drop of 1.4 percent. Their losses
have caused the rural and smalltown popuiation as a whola to fall in Farm Belt States.

Forty percent of the total nonmetro population lived in areas dominated by manufacturing in
1980. From 1980 to 1990, these counties had a mosdest population increase of 1.7 percent.
Nearly half of them daclined, but neither gainers nor losers typically had large changes.

Nonmetro counties that depend on government work (with facilities such as State colleges, pris-
ons, military bases, and national forests) fared better In retaining people, with an increase of 8.8
percent, slightly above the total U.S. growth rate.

Retiroment areas are in a class by themseives, averaging 15.8 percent population growth in the
decade. Movement of older pecple into rural and smalliown areas has become so common that
one-fifth of all nonmetro counties are classed as retirement counties. Without the growth in
thase counties, there would hava been no population increase at all in nonmetro Amarica.
[Calvin Beale, 202/219-0535]
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Population

Nonmetro population change by subregions, 1980-9¢
Modest overall increase, but with large areas of both loss and rapid gain

Y

Gain of 20 percent or more
Gain of 10-19.9 percent
ety [ Loss of less than 1 percent to gain of 9.9 percent

‘*’as [ Loss of 1 percent or more
- B

The U.S. population and how it's changed
Nonmetro county growth slowed in 1980’s, but varied by county type

Area 1390 ' 1980 1980-90 1970-89
weeaeeeee-ThoUuSANAS- - - o= Percentage changs

United States 245,711 226,542 8.5 11.4
Metro? 189,553 172,117 10.1 105
Nonmetro 56,218 54,425 3.3 144

Nonmetro county type:3
Mining 3,722 3,917 5.0 19.7
Agriculture 7,728 7,838 14 6.8
Manufacturing 21,823 21,467 1.7 12.0
Government 7.826 7,192 8.8 17.8
Retirement 13,466 11,634 15.8 32.7
'Preliminary.

2Matro status as of 1983, reflecting application of current metro criteria to the final results of the 1980
Census.

3Nonmetro county types are not entirely mutually exclusive.
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Appendix: Data Sources and Definiticns

Data Sources

Definitions

Assessing tha changing conditions and trends in rural America is complicated by the need to use
a variety of data sources for monitoring demographic and economic patterns. Because different
sources of data ara intended for different purposes and empioy different definitions and collec-
tion methods, they sometimes produce contradictory statistics and may lead to different interpre-
tations. Describing rural conditions, theretore, necessitates piecing together general trends from
many sources of information, not ail of wkich are used each issuse.

Macroeconomic conditions: The economic indicators used to monitor macroeconomic
changes in the U.S. economy are derived from Federal sources. Measures of Inflation, including
the Consumer and Producer Price indexes, and employment and unemployment data are devesi-
opad by the U.S. Department of Labor’s Bureau of Labor Statistics (BLS). National income and
product account information on capital invastment, gross national product, and net exports is pro-
duced by the Bureau of Economic Analysis (BEA), U.S. Department of Commaerce. Information
relating to monetary policy, including changes in interest rates and foreign exchange rates, and
data on industrial production are 'urnished by the Federal Reserve Board of Governors.

Employment and earnings: Data on nonmetro employment, unemployment, and aarnings
come from three sources. The monthly Current Population Survey (CPS), conducted by the Bu-
reau of the Census for the U.S. Department of Labor, provides detailed information on the labor
force, employment, unemployment, and demographic characteristics of the metro and nonmetro
population. CPS derives estimates based on a national sample of about 58,000 households that
are rapresentative of the U.S. civilian noninstitutional population 16 years of age and over. Labor
force information is based on respondents’ activity during 1 week each month.

BLS county-level employment data are taken from unempioyment insurance claims and State
surveys of establishment payrolls which are then benchmarked to State iotals from the CPS.
Thus, at the national and State levels, annual average BLS and CPS estimates are the same.

The BLS data series provides monthly estimates of labor force, employment, and unempioyment
for individual counties.

BEA employment data, unlike the household data collected by the CPS and BLS, provide estab-
lishment data on the number of jobs rather than the number of workers. BEA data provids de-
tailed information on the nuimber and type of jobs, earnings by industry, and sources and
amounts of income at the county level.

Each of these data sets has its advantages and disadvantages. CPS furnishes detailed employ-
ment, unamployment, and demographic data for metro and nonmetro portions of the Nation.
BEA provides estimates of the number of jobs and eamnings by industry for individual county
areas. BLS provides less detailed employment data than the other two series, but offers very
currenit and timaly employment and unemplcyment information at the county level. While these
data sources are likely to provide different estimates of employment conditions at any point in
time. they generally indicate similar trends.

Throughout Rural Conditions and Trends, we use “rural” and “nonmetro” interchangeably. The
same holds for “urban” and “metro.” Howaever, in tables we use “nonmetro” and “metro,” the origi-
nal and more &ccurate terms used in the data sources.

Adjusted unemployment rate: The number of unemployed people, dizcouraged workers who
have given up looking for work, and hait of the workers who work part-time but want full-time
work as a percentage of the civilian labor force plus discouraged workers.

Censumor Price Index (CP1): A measure of the average price level of a basket of consumer
goods and services at the ratail level for a spacific period comparad against a benchmark period.

County type classificatlon: A racently updated USDA classification of nonmetro counties by
principa! economic activity or demagraphic base, such as farming-, manufacturing-, or mining-de-
pendant, persistent poverty, or retirement destination, among others. The classification is used
to depict the social and economic structure of rural America.
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Appendix: Definitions

Farming-dependent counties include counties where farming accounted for a weighted annual
average of 20 parcant or more of total laber and proprietor income (TLP1) in 1981, 1982, 1984,
1985, and 1986. Manutacturing-dependent counties included those where manutacturing con-
tributed 30 percent or rmore of TLP1in 1986. Mining-dependent counties included those where
mining contributad 20 percent or more to TLP1in 1986. Retirement counties included those
counties where the net inmigration rates of people age 60 and over were 15 percent or more of
the expected 1980 population aged 60 and over for the period 1970-80.

For fusthar information, see Thomas F. Hady and F2ggy J. Ross, An Updaie: The Diverse
Social and Economic Structure of Nonmetropoiitan America, AGES 9036, U.S. Department
of Agricuttura, Economic Research Service, June 1990.

Forelgn exchange rate: The rate at which one currency is traded for another. The Federal Re-

serve publishes a measure of the overall U.S foreign exchange rate based on the rates of the 10
rajor U.S. trading partners.

Gross nationai product (GNP): The dollar amount of final goods and services produced by the
United States. GNP is the sum of consumer spending, Federal Government purchases of
goods and services, business investment, and exports less the amount of imports. This statistic
is reported quarterly but is revised in each of the 2 months following the initial release. Nominal
GNP measures final goods and services at current prices. Real GNP measures final goods and
services at 1982 pricas to acjust for inflation.

Inflation rate: The percentage change in a measure of the average price level. Changes are re-
ported on a monthly basis and are stated as annual rates for longer term comparisons. The two
major measures of the average price level are the Consumer and Producer Price Indexes.

Labor force participation rate: The civilian labor force as a percentage of the civilian noninsti-
tutional population age 16 anc older.

Meatro areas: Mstropolitan Statistical Areas (MSA's), as defined by the Oftice of Management
and Budget, include core couniies containing & city of 50.C0C or more people or containing sev-
eral smaller cities iotaling 50,000 or more people and a total area population of at least 100,000.
Additional contiguous counties are included in the MSA if they are gconomically and socially inte-
grated with the core county. Metro areas are divided into central cities and areaas vutside central
cities (suburbs). Throughout this publication, “urban” and “metro” have bee:. ~ed interchange-
ably to refer to paople or places within MSA’s.

Nonmetro areas: Counties outside of metro area boundaries. Throughout this publication,
“rural” and “nonmetro” are used interchangeably to refer to people and places outside of MSA's.

Producer Price Index: A measure of the average price received by producars of finished
goods at the wholesale level during a specific period tompared against a benchmark period.

Unemployment rate: The number of unernpioyed people 16 years and older as a percentage
of the civilian labor force 16 years and older.

"l

Rural Conditions u:nd Trends, Winter 1990/91 13




Appendix Tables

Appendix table 1—Nonmetro empioyment: Quarterly and annual averages

- Adjusted
Labor force Unemployment
Year/quarter Labor force participation Employment Unemployment rate unenlzltc;)llment
Thousands Percent Thousands —_

1990:

3rd 26,607 63.2 25,158 1,450 5.4 8.8

2nd 26,417 63.2 24,934 1,483 5.6 8.9

1st 25,893 62.2 24,196 1,697 6.6 10.0
1989:

4th 26,168 62.8 24,778 1,390 53 8.6

3d 286,783 64.1 25,323 1,459 5.4 8.7

2nd 26,389 63.5 24,919 1,470 5.6 8.9

1st 25,441 62.2 23,807 1,634 6.4 10.2
1988:

4th 25,510 62.8 24,042 1,469 5.8 94

3rd 25,793 63.2 24,294 1,499 5.8 9.6

2nd 25,513 62.4 23,978 1,535 6.0 9.8

1st 24,819 61.2 22,996 1,823 7.3 11.6
1987:

4th 25,087 62.3 23,449 1,638 6.5 10.6

3rd 25,277 62.9 23,634 1,643 6.5 10.5

2nd 25,186 62.2 23,437 1,749 6.9 10.9

1st 24,856 61.0 22,688 2,167 8.7 13.1
1989 26,209 63.2 24,718 1,491 5.7 9.1
1988 25,409 62.4 23,827 1,582 6.2 10.1
1987 25,101 62.1 23,302 1,799 7.2 1.3
1966 25,171 61.9 23,091 2,080 8.3 12.8
1985 24,781 61.2 22,700 2,081 8.4 13.0
1984 34,725 62.1 31,930 2,796 8.1 12.2
1983 34,156 61.8 30,696 3,460 10.1 14.9
1982 33,740 61.7 30,335 3,405 10.1 14.9
1981 33,092 61.9 30,488 2,603 7.9 11.5
1980 32,512 61.7 30,150 2,362 7.3 10.7
1979 31,716 61.5 29,9186 1,800 5.7 8.5

Note: Bzginniig in 1985, estimation procedures for the Current Population Survey are based on the 1980 Census. Their change accounts for
the large drop in the labor force between 1984 and 1985.

Unempioyment rate adjusted to include discouraged workers and half of the workers employed part-time for economic reasons.
Source: Bureau of the Census, Current Population Survey.
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Appendix Tables

Appendix tabie 2—Metro employment: Quarterly and annual averages

Adjusted
Labor force Unamployment
Year/quarter Labor force participation Employment Unemployment rate unemr;;ltc;ylment
Thousands Percent ——Thousands————— Percent

1990:

3rd §9,29¢ 67.9 93,872 5,417 55 8.0

2nd 98,504 67.4 93,480 5,024 5.1 74

1st 97,615 67.0 92,283 5,332 55 7.8
1989:

4th 98,191 67.5 93,242 4,949 5.0 7.3

3rd 98,373 67.9 93,366 5,007 5.1 75

2nd 97,391 67.4 92,449 4,942 5.1 75

1st 96,633 66.7 91,411 5,223 54 7.9
1988:

4th 96,886 67.0 92,139 4,748 4.9 7.4

3rd 97,249 67.5 92,132 5117 5.3 8.0

2nd 95,843 66.8 90,801 5,042 5.3 7.8

1st 95,061 66.3 89,492 5,569 5.9 8.6
1987:

4th 95,433 6€.6 90,347 5,086 5.3 7.9

3rd 95,924 67.2 90,434 5,490 57 8.6

2nd 94,546 66.6 88,869 5,677 6.0 8.7

1st - 83,152 65.9 86,904 6,249 6.7 9.6
1989 97,660 67.4 92,624 5,036 5.2 75
1988 96,260 66.9 91,141 5,119 53 7.9
1987 94,764 66.6 89,138 5,625 59 8.7
1986 92,665 66.2 86,508 6,157 6.6 95
1985 90,684 65.9 84,453 6,231 6.9 9.9
1984 78,819 65.4 73,076 5,743 73 10.4
1983 77,394 65.1 70,137 7,257 9.4 13.1
1982 76,465 65.1 69,192 7,273 95 13.1
1981 73,301 64.9 67,825 5,476 75 10.3
1980 72,207 64.8 67,120 5,087 7.0 9.5
1979 71,192 64.7 67,029 4,163 5.8 8.0

Note: Beginning in 1985, estimation procedures for the Current Population Survey are based on the 1980 Census.
Unemployment rate adjusted to include discouraged workers and half of the workers employed part-time for economic reasons.
Source: Bureau of the Census, Current Population Survey.
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Appendix Tabies

Appendix table 3—Nonmetro employment and unemployment

First three quarters of given year(s)

State Employment change Unemploymaent rate
1983-89 1989-90 1989 1990
Percent
Alabama 26 0.8 8.3 8.4
Alaska 6.3 2 8.1 8.6
Arizona 8.1 3.7 9.6 9.5
Arkansas 35 7 8.1 75
California 44 . 2.3 9.7 9.1
Colorado -7 6.2 7.0 59
Connecticut 8 8 4.1 6.0
Delaware 23 -1 4.3 4.8
Florida 28 5.9 6.2 6.9
Georgia 2.3 2.0 6.2 6.1
Hawaii 54 1.9 3.2 35
Idaho 23 1.3 59 6.4
lllincis 57 -1.2 79 8.0
Indiana 4.1 -3.2 5.1 6.5
lowa 12 -9 44 45
Kansas 5 14 4.1 39
Kentucky 3.2 2.8 7.8 7.1
Louisiana 2.2 1.8 10.6 8.1
Maine 3.0 1.5 4.5 49
Maryland 4.8 7 53 54
Massachusetts 1.7 -3.8 4.4 6.4
Michigan 2.6 1.6 8.2 9.0
Minnesota -6 1.7 5.7 56
Mississippi 33 1.6 8.9 8.2
Missouri 2.2 .8 6.4 6.6
Montana 8 -9 6.3 5.8
Nebraska -9 6.2 33 25
Nevada 3.1 3.2 54 49
New Hampshire 1.7 3.4 29 4.7
New Mexico 3.0 3.0 8.0 7.2
New York 23 1.5 6.3 54
North Carolina 2.3 .4 43 47
North Dakota -8 2.1 5.1 49
Ohio 25 -1.3 6.8 73
Okiahoma 2 .4 6.6 6.0
Oregen 3.6 .9 7.7 7.0
Pennsylvania 28 -1 5.8 7.0
Rhode Island 21 -3.3 3.6 6.0
South Carolina 2.4 1.9 6.0 6.1
South Dakota .8 3 4.4 4.1
Tennessee 33 28 6.5 6.8
Texas -3 A 7.4 6.3
Utah 43 3.0 6.1 5.8
Vermont 15 -5 39 50
Virginia 2.1 2 5.6 5.9
Washington 5.6 4.0 8.6 78
Waest Virginia 6.0 2 9.6 9.0
Wisconsin 2.3 2.0 53 52
Wyoming 2 35 6.4 5.1

Note: There are no nonmetro counties in the District of Columbia or New Jersey.
Source: Bureau of Labor Statistics
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Appendix Tables

Appendix table 4—Metro employment and unemployment

First three quarters of given year(s)

State Employment change Unemployment rate
1988-89 1989-90 1989 1990
Percent
Alabama 2.1 -0.1 6.6 6.2
Alaska 2.0 3.2 5.2 53
Arizona 39 4 45 42
Arkansas 2.8 .6 6.7 6.1
California 3.0 1.3 5.0 5.2
Colorado -5 3.2 58 49
Connecticut 5 -3 35 5.1
Delaware 3.8 -2 3.6 43
District of Columbia 5.6 5.5 5.2 6.1
Florida .8 1.9 5.6 5.8
Georgia 1.5 1.7 5.2 5.1
Hawaii 4 22 2.2 25
Idaho 6.4 2.7 34 3.7
lilinois 49 A 55 59
Indiana 40 -1.8 43 5.1
lowa 2.2 -8 42 4.1
Kansas 1.5 2.0 4.1 4.1
Kentucky 45 21 5.4 48
Louisiana 1.9 .8 7.6 6.1
Maine 2.1 2.1 33 4.1
Maryland 4.0 9 3.7 38
Massachusaetts 5 22 39 5.8
Michigan 1.7 -7 6.8 7.3
Minnesota 3 22 4.1 42
Mississippi 1.2 33 6.6 5.7
Missouri 8 T 5.0 5.2
Montana 6.0 5.6 54 47
Nebraska 2 3.0 3.1 2.4
Nevada 35 4.7 5.1 47
New Hampshire .5 -1 35 5.7
New Jersey 0 .8 40 48
New Mexico 1.8 A 5.6 55
New York 7 3 5.0 5.1
North Carolina 2.8 A 3.2 3.2
North Dakota 2.4 -8 33 3.2
Ohio 29 2 5.1 53
Oklahoma 1.9 2.3 53 52
Oregon 48 .6 5.1 47
Pennsylvania 26 -1 42 5.0
Rhode Island -3 -3.3 3.8 6.9
South Carolina 1.6 25 39 39
South Dakota 1.4 5 37 29
Tennessee 1.1 1.0 46 44
Texas 2.0 1.1 6.8 6.1
Utah 40 1.7 47 44
Vermont 49 14 2.7 3.2
Virginia 1.3 -8 32 34
Washington 6.2 4.8 58 49
Wast Virginia 59 1.8 6.8 6.1
Wisconsin 2.0 -8 4.1 4.0
Wyoming o 21 7.2 5.9

Source: Bureau of Labor Statistics.
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Overview

The impact of the cur-
rent recession is about
the same in rural areas
as itis in urban. But,
this simifarity does not
erase the fact that, even
in the relatively good
times enjoyed by rural
people as recently as 2
years ago, their eco-
nomic position has not
improved in relation to
that of urban people.

Recession’s Impacts Equally Shared in
Urban and Rural Areas

F ourth-quarter data on employment and unemployment suggest that the current recassion, at
least at the national level, is affecting urban and rural areas about equally. Employment has
stopped growing in both urban and rural areas, as typically happens when the national economy
is contracting. Official unemployment rates have gone up roughly the same amount in both
areas. The same is true for the adjusted unemployment rate, a measure that takes into account
those who work part-time involuntarily and othars who have given up looking for work. These de-
velopments in employment sugges* that the cyclical changes in the economy are creating simi-
larly serious problems for people and comm unities in both urban and rural America.

Standing back from immediate concerns regarding the rgcession, one can't escape the fact that
regardless of where we are inthe business cycle, significant long-term or structural problems of
relatively low income and earnings, higher unemployment, and higher poverty rates persist in
rural areas. Even as the rural economy was improving in the late *.".0's, rural areas lagged
urban areas in almost all other measures of economic well-being. The most recent data avail-
able on income and poverty reported in this issue indicate that in 1989, a year in which rural em-
ployment growth outpaced urban employment growth, essentially no progress was made in nar-
rowing the relative gap between rural and urban areas. Why this is true and what might be the

best ways to ameliorate these conditions are central issues for all those working in rural deveiop-
ment.

In trying to better urdérstand the continuing rural disadvantage, we generally look at the nature
of rural jobs--the rural labor market--and the skills and experience of rural workers--the rural
labor force. In each case, there is ample evidence of many low-skill, low-wage jobs and poorly
educated workers, both ading to high poverty rates and low income. While the exact level fluc-
tuates from year to y«ar, rural workers’ wages averaged three-quarters of what urban workers
earned during most of the 1980’s.

Beyond the labor market and labor force conditions, howaever, is the personal context in which
rural workers live as they strive for a basic standard of living for themselves and their families.
We often think of the growth in families headed by women as an urban phenomenon, but our dis-
cussion of the changing composition of rural households and tamilies (page 20) shows it has
also bacome a rural trend. The share of rural children in families headed by a woman increased
to nearly one in five by 1990. The rapid increase in poverty aniong children is largely a result of
this change in family structure. Among rural blacks, the change has been particularly important,
with almost half of rural black families headed by women arid well over half of all rural biack chil-
dren in families headed by women.
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National Economic Conditlons

Economic Expansion Imminent?

ast year started off well enough with only a few farecasters calling for a recession to bagin
— by the end of the year. By midyear, however, things started to go awry. Revisions to gross
The economy entered @  national product (GNP) numbers in July and the negative effects of Irag’s invasion of Kuwait in
recession in the second  August compounded the debt and banking problems that already existed. These forces com-

half of 1990, but will b;nead to guarantee that the et:ont':m}){'| wou::i nc:t rt;alize a soft landing that would have allowed
the 8-year expansion to continue. The risks of a deeper recession are real, but most forecasters
f’;fsb;:;}; rebound later believe the recession will be mild by historical standards with a rebound beginning later this year.

Expansion Ended Before 8th Birthday

Real growth in the economy slowed significantly in 1980 as the economy slipped into recession
in the second haif of the year. Slow growth in the early part of the year and the downturn at the

end of the year pulled real growth for 1990 down to 1 percent, from 2.5 percent in 1989 and 4.5
percent in 1988,

Economic weakness in 1990 was also apparent in the labor markets. While total employment
continued to rise from 1988 to the middle of 1990, the manufacturing sector began to lose jobs

in early 1989. By the middle of 1990, total employment also began ‘o fall. The declines sontin-
ued through the end of the year.

The weak econcmic performance in 1990 was not readily foreseen for several reasons. In July.
the Commerce Department released revised GNP estimates for 1987-89 that ravealed that the
economy had been weaker than previously perceived. For example, real growth in 1989 was re-
vised down from 3 percent to 2.5 percent. Also, the lragi invasion of Kuwait at the beginning of
August and the subsequent economic disruptions created new negative pressures. Crude oil
prices jumped from about $17 par barre! in June to about $35 per barrel in November. Over the
same period, the index of consumer confidence plunged by 40 percent.

Despite the weakening econcmy, inflation worsened. Inflation, as measured by the Consumer
Price Index, was 5.4 percent in 1990, up from 5.1 percent in 1989 and 4.1 percent in 1988. The
rise in crude oil prices from July to Noveniber significantly contributed to inffation pressures.

The only bright spot was net exports. In 1939, the real goods and services trade deficit nar-
rowed from $75.9 billion to $54.1 billion (in 1982 dollars). The gap continued to close in 1990 by
an additional $20.3 billion. While much of the improvement was attributatle to continued export
growth, import growth slowed from 6 percent in 1989 to 2.8 percent in 1990. Due to the weak
domestic economy, imporis actually fell at the end of 1890.

Policy—A Not-So-Soft Landing

Over the past several years, Federal Resarve monetary pclicy has been oriented toward fighting infla-
tion while maintaining moderate economiz growth. Worried that the fast-paced growth of previous
years would ignite inflation, the Fed pushed interest rates up in 1988 and early 1989. The Fed-
eral funds rate, the interest rate for funds traded between banks and an important policy tool,
peaked at 9.85 percent in March 1989. The prime rate also pushed up to 11.5 percent in 1989.

While inte est rates began heading down over the rest of 1989, the rates were still relatively high
by historical standards with the prime rate averaging nearly 11 percent for the year. As a resuit,
the economy siowed ir: late 1989 and early 1990, and the Fed began pushing interest rates
down. The prime rate averaged 10 percent in 1990. The Fed had aimed for a “soft landing” in
which the expansion would continue, after a period of slow growth, with a lessened threat of infia-
tion. However, the combination of events and heightened uncertainty in the second half of 1930
dastroyed the oppertunity for a soft landing.

Fiscal policy also contributed 1o economic uncertainty in 1990. Due to the prospect of worsen-
ing Federal budget deficits, the administration and congressional leaders negotiated a 5-year
$500-billion deficit-reduction plan in September. But, Congrass rejected the original agreement
and already-nervous financial markets became even more unsettled. Aiter additional debate

and negotiation, Congress enacted deficit-reduction legislation, incorporating both higher taxes
and planned cuts in Fedeial spanding.
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National Economic Conditions

The Qutlook

The timely and succasstul resolution of the Persian Gulf situation will likely allow for continued
low oil prices and reduced inflation in 1991. With an outlock for lower inflation and a continue
weak economy in the first half of 1991, the Federal Reserve will probably allow short-term inter-
ost rates to remain low or fall further. The decline in interest rates should halp promote a re-

i bound in consumption and investment spenring later this year.

The economy may still face significant constraints from financial instability or high consumer and
corporate debt levels. But the administration's forecast and the consensus of a recent survey of
private sector economists suggest that real GNP wiil fali by about 1 percent from a paak in the
late summer of 1990 to a trough in the middle of 1991. This expected dacline compares favor-
ably with an average deciine of over 3 parcant for the other three recessions of the 1970's and

1980's. The forecasts also point to lower inflation and lower interest rates for 1991 and 1992
and to fairly strong growth in 1992,

Implications for Rural Unemployment

The improvement of rural areas in relation to the general economy went into a hoiding pattern in
1990. Economic events increased both the rural and total civilian unemployment rates from 1989
to 1990, but the spread between them remained the same. From 1988 to 1989, both rates feli,
but the rural unemployment rate fell more than the civilian unemployment rate.

Both the civilian and rural unemployment rates will increase significantly in 1991. However, the
outlook in 1991 for lower interest rates, a low value of the dollar, and improved nat exports sug-
gests that any increase in the spread-betwean the rates will be modest. [Analysis as of March
27, 1991. Karen Hamrick, John Kitchen, Elizabeth Mack, 202/21 9-0782)

Reai GNP growth Civilian unemployment rate
Mild recession with expected rebound in 1992... Tempers the expected increase in
Percent unemployment. . .
Sr Percent
10 ~
8

aL : L :
1988 1989 1990 19911 1992 0 1988 1989 1990 1991 1992
Interest rates CPl inflation
And sets the stage for lower interest rates. . . And lower inflation.
Percent Percent
9.0 10 ~
85 8
Treasury bond
8.0 yeen

75

7.0

3-monti1 Treasury bill
6.5

6.0 | 1 1
1988 1989 1990 1991} 1992'

'Forecast in Budget of the United States Government Fiscal Year 1992, p. 32.
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Employment

Rural empioyment rose
0.2 percent in 1990. Na-
tional data, which allow
a timealier assessment of
employment trends, sug-
gest that rurai employ-
ment fell during the sec-
ond half of 1990. As
employment opportuni-
ties detericrated, the
share ¢t the rural pcpu-
lation in the labor force
also fell.
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Rural Employment Growth Stalls

he period of sustained employment growth that began in 1983 ended as rural areas were af-

tected by 1990's national recession. Employment declines in the second half of 1990 ap-
pear to have followed siow employment growth in the first half of the year. The growth of the
rural labor force also essentially haited in the face of worsening employment conditions.

Rural employment grew by 0.2 percent between 1989 and 1390, according to annual average data
from the Current Population Survey (CPS). This represented a significant siowdown from tha 3.7 per-
cent growth during the previous year. Urban employment growth was slightly higher at 0.6 percent.

Preliminary Bureau of Labor Statistics (BLS) county-level data also indicate a slowdown. Rural

2mplovment increased by 0.7 percent and urban employment increased by 0.5 percent between
1689 and 1990.

Employment fell for rural workers aged 16 through 34 and over age 55. Employment also de-
clined for blacks.

Second-Haif 1920 Empioyment Losses Likely

The annual estimates for 1990 may obscure a slump in rural employment since last summaer, be-
cause employment increases in the first halt of 1990 probably oftset employment declines in the
second half of the year. Rural employment data are not adjusted for seasonat variation; hence,
they cannot be used to study employment trends over periods sihorter than a year. However, na-
tional data indicate a second-half slump.

Between July and December 1990, national employment fell by 663,000 according to seasonaliy
adjusted CPS data. During this period, national employment fell at a 1.2-psrcent annual rate.
This decline was somewhat slower than the 1.8-percent rate of decline in the 1981-82 recession.

National amployment in the goods-producing industries declined at a 5.7-percent annual rate,
while employment in the service-producing sectors was nearly unchanged. Job losses were
greatest for blue-collar occupations.

The recession has probably affected rural workers at least as much as their urban counterparts,
because a larger share of rural than urban workers have production jobs. However, job losses
in the second half of 1990 were less concentrated in production jobs (especially nondurable
manufacturing) than was the case in the 1980-82 r-cessions. This difference suggests that rural

workers have not been as disproportionately hurt by the current recession as they were by the
1980-82 iecessions.

Rural Labor Force Growth Stalle

Most of the employment decline in a recession is usually reflected in increased unemployment.
The 1990 rural statistics, however, show a very different pattern. Thus, more than usual care is
necessary when interpreting these data.

Nonmetro employment growth falls in 1390
Small employment gains in 1890 reflect the start of the recession

tem

1985-86 1986-87 1987-88 1988-89 1989-90
Percentage change in employment
Current Population Survey:
Nonmetro 1.7 0.9 2.3 3.7 0.2
Metro 25 3.0 2.2 1.6 .6
United States 2.3 2.6 2.2 2.1 5
Bureau of Labor Statistics:
Nonmetro .9 1.8 24 2.2 7
Metro 2.5 28 23 2.0 5
United States 2.1 2.6 23 2.0 5

Source: Current Fopulation Survey and preliminary Bureau of Labor Statistics county data.
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Employment

As rural employment stagnated in 1990, the share of the population not employed, the nonem-
ployed, increased. This higher nonemployment reflects incraased numbers of unemployed and
increased numbers of those who chose not to work. The increased numbers of unemployed ac-
counted for only 24 percent of the increase in those not working between 1989 and 1580. There-
maining 76 percent was accounted for by greater numbers of people who chose not to work. This rela-
tionship contrzsts with urban areas, where unemployment accounted for 91 nercent of the increase.

The causes of the decline in rural labor force participation are unclear. Labor force withdrawal
may be a temporary response to worsening employmarit conditions. If scme rural people with-
drew for that reason, the recent increase in rural unemployment rates understates the deteriora-
tion in employment opportunities and the resulting level of économic stress.

Employment Outlook Uncertain

More so than in the 1981-82 recession, the outlook for rural employment is closely tied to that for
the national economy. Weaknesses in the agriculture, mining, and manufacturing exports sec-
tors delayed the post-1982 economic recovery in many rural areas. The resulting economic
shakeout in these areas probably means that they are now better positioned to benefit from a na-
tional recovery. If the current recession is short, rural employment should rapidly recover.

[Paul Swaim, 202/219-0552]

Rural job growth iags, but unemployment barely rises
Falling labor torce participation is the explanation

1 Flow into Flow out of the
iterm Job gap = unemployment + labor force
Share of Share of Share of
P Peopl - Peop!
eople gap egp e gap eople gap
Thousands Percent Thousands Percent Thousands Percent
1989-90:
Nonimetro 204 100 48 24 156 76
Metro 264 100 241 91 23 9
1981-82:
Nonmetro 882 100 740 84 142 16
Metro 1,369 100 1,577 115 -208 -15

! Additional jobs that woukd be recuired to maintain a constant @mployment rate for the working age
population {that is, for employment to grow as rapidly as the population grows).
Source: Current Population Survey.

Rural employment siowdown varied by worker group

Youths, older workers, and blacks lost ground in 1990
Percentage change 1989-90

16-24 years
25-34 years
35-54 years
55 years or older

Blacks

——

-6 -4 -2 0 2 4
Percentage change in employment
Source: Current Population Survey.

9 1 Rural Conditions and Trends, Spring 1991 7




Unemployment

Rural unemployment in-
creased slightly during
1990, reversing a trend
that began in 1986. The
increase in unemploy-
ment hit rurai and urban
areas equally during
1990. The rise in unem-
ployment also affected
the major race/ethnic,
gender, and age groups
quite evenly.

Rural Unemployment Edges Up

fter 4 years of improvement, average rural unemployment worsened during 1990 with the
onset of 2 rational recession. Rutal unemployment held steady during the first half of 1990,
then increased wuring the second half of the year. Rural unemployment rates should continue to

increas@ in 1991 as the effects of the recession work their way through the rural economy.

The rural unemzioyment rate rose slightly from 5.7 percent in 1989 to 5.9 percent in 1990, ac-
cording to annual average data from the Current Population Survey (CPS). This increase in the
average annual rural unemployment rate is the first since 1986. Urban unemployment also rose
by 0.2 perccntage point, from 5.2 percent in 1989 to 5.4 percent in 1990. This increase in urban
annual average unemployment is the first since the 1981-82 recession.

Bureau of Labor Statistics (BLS) county data also show a slight increase in rural unemployment
rates. The BLS rate, however, is consistently higher than the CPS estimates, as it has been for
many years (app. table 1). Preliminary BLS data show that rural unemployment increased from

6.4 percent in 1989 to 6.5 percent in 1990. Urban unemployment rates increased from 5.4 per-
cent in 1989 to 5.6 percent in 1990.

Official unemployment rates often underestimate unemployment, particularly in rural areas, be-
cause they do not take into account discouraged workers (those who have given up looking for
work) and workers who are underemployed (those who work part-time but would like to work full-
time). The adjusted rural unemployment rate, which includes discouraged workers and half of
the workers who work part-time but would like full-time employment, increased from 9.1 percent
in 1989 to 9.4 percent in 1990. The adjusted unemployment rate in urban areas rose from 7.5
percent in 1989 to 7.9 percent in 1990.

Rural-Urban Unemployment Gap Holds Steady

Although rural areas on average have had consistently higher rates of unemployment than

urban areas, the gap between rural and urvan unemployment has steadily narrowed within the
past few years. However, between 1989 and 1990, the gap in unemployment rates remained un-
changed according to CPS data. Rural unemployment was 1.7 percentage points higher than in
urban areas in 1986. By 1989-90, the unemployment rate in rural areas was only 0.5 percent-
age point higher than in urban areas.

Unemployment Highest Among Youths and Minorities

Rural unemployment rates for the major racial/ethnic, gender, and age groups were not statisti-
cally different in 1690 compared with 1989. However, Blacks, Hispanics, and youths continued
to face relatively high levels of unemployment in both rural and urban areas. During recessions,
these groups are usually hit the hardest. In rural areas, 10 percent of Hispanics, 12 percent of
Biacks, and 15.5 percent of youths aged 16 and 24 were looking for work during 1990.

Rural unemployment should continue to increase in early 1991 as long as the economy remains
in a recession. So far, the current economic downturn, unlike the 1980-82 recessions, does not
seem to be affecting rural unemployment disproportionateiy compared with urban unemploy-

ment, aithough this pattern may change if the recession deepens. [Timothy S. Parker, 202/219-
0541}

32
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Unemployment :
Nonmetro unemployment remained hlg'her than metro in 1930
Minorities and youth faced the highest unemployment rates
1989 1990
ftem
Metro Nonmaetro Metro Nonmetro
Percent
Unemployment rates:
All civilian workers 5.2 57 54 59
Adult men 4.4 48 43 52
Adult women 46 5.1 42 5.2
Teenagers 14.9 15.3 155 155
Whites 43 51 46 53
Blacks 11.3 12.0 11.2 12.0
Hispanics 79 9.3 79 10.0
Adjusted unemployment rate’ 7.5 9.1 7.9 9.4

{Unemploymem rate adjusted to include discouraged workers and half the workers employed part-time for
economic reasons. .
Source: Current Population Survey.

Unemployment climbs

Nonmetro unemployment increased slightly during 1990 after a 4-year
deciine
Percentage unempicyed

16 —
_~Nonmetro acjusied'

2 _~Metro adjusted’

. wms®

o o s e e .

J-
Phetr Official nonmetro” ™ = e . .

~ — — " — — — o—
ok Ofticial metro /
0 1 1 | | | 1 ] 1 ] ] _
1979 80 81 82 83 84 85 86 87 88 89 90

‘Inciudes discouraged workers and half of the workers employed par-time for economic reasons.
Source: Current Population Survey.
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Industry

Service-producing sec-
tors accounted for most
of the increase in non-
metro employment.
Employment in goods-
producing industries
grew faster during 1988

in nonmetro areas than

in metro areas. Non-
metro areas in the
Northeast and West
continued to grow faster
than those in other re-
gions, but more jobs
were added in the
South.
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All Major Rural Industries Continued To
Expand in 1988

A ccording to the most current detailed Bureau of Economic Analysis (BEA) data, nonmetro
employment continued to grow at just under 3 percent in 1988, about the same as in metro
areas and nearly twice the average annual growth rate for the previous 5 years. Two years be-
fore the onset of the current recession, 1988 nonmetro employment was broad-based, with
almost all sectors posting gains over 1987.

Service-producing sectors accotnted for most of the 1988 nonmetro job growth. These indus-
tries (excluding government) added over 400,000 jobs, or 3.4 percent aver 1987. Retail trade
and miscellaneous services exhibited the largest increases of the indus!ries in this group, and to-
gether accounted for over 90 percent of the total service-sector growth. Because of this above-
average growth rate, the servica-producing sectors’ share of nonmetro jobs rose to 49 percent.

Led by an increase of over 160,000 manutacturing jobs (3.6 percent), employment in goods-pro-
ducing sectors expanded by 3.1 percent over 1987. 1988 was the second year in a row that
growth in nonmetro goods-producing sectors exceeded the growth of their metre counterparts.
1988 was also the fourth consecutive year that nonmetro areas increased thei: share of total
manufacturing jobs. In fact, gains in nonmetro manufacturing employment since 1982 have ac-
counted for 73 percent of the Nation's post-recession recovery in manufacturing employment.
Slow growth in agriculture-related jobs and the continued decline in mining employment offset
some of the gains in manufacturing and construction, leaving the goods-producing sector’s
share of nonmetro employment at 34 percent.

Government employment continued its steady but modest growth in 1988. Employment by Fed-
eral, State, and local governments rose 2 percent in 1988, above the 1.3 percent average rate of
the praevious 5 years, but well below the increases in either the service-producing or goods-pro-
ducing sectors. The government sector's share of total jobs thus declined to less than 17 per-
cent, just above its 1984 share, but more than 7 percent below its 1975 share.

The Northeast tied with the West for fastest growth in total nonmetro employment in 1988. The
Northeast's strongest sectors were construction, wholesale, retail, and miscellaneous services.
Each of these sectors grew by more than 3.5 percent in 1988. Construction grew most rapidly at
nearly 5 percent. This rate was significantly lower than the nearly 12 percent average annual

growth rate exhibited during 1984-86, an indication that the Northeast economy was beginning
to slow down in 1988.

The Midwest was the slowes. growing region. It was the biggest loser of agricultural jobs, but
the rate of decline in 1988 was slower than earlier in the decade. Also, most of the service-sec-
tor industries grew more slowly in the Midwast than in the other regions.

Agric sltural employment declined in the South during 1982-87 and grew very slightly in 1988.
The South experienced modest growth in 1988 in construction, all services, and government. it
showed the siowest growth in manufacturing employment among the regions. Despite its lack-

luster growth rates, the nonmetro South added more jobs between 1987 and 1988 than any
other region.

Total jobs in the West grew much taster in 1988 (3.4 percent) than in any other year since 1982.
The region was the leader in agricultural job growth for most of the decade, with a 4-percent in-
crease in 1988. The Wast led in growth in manufacturing employment and was the only region
to show an increase in mining employment. Nonmetro government employment growth was
highest in the Wast throughout 1982-88. Finally, in 1988, the West lagged in job growth in con-
struction and wholesale services.

[Martha Frederick, Andy Bernat, 202/219-0540)
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industry

All regions post job gains in 1980’s

Goods sector tops in West, services in Northeast

. . Metro Nonmetro
Region and industry
1982-87 1987-88 1982-87 1987-88
Average annual percentage change in jobs
United States 3.0 29 1.6 2.8
Goods-producing 1.1 2.1 3 23
Service-producing 4.1 3.4 2.8 3.4
Government 1.5 1.8 1.3 2.0
Northeast 2.7 2.0 2.8 34
Goods-producing 3 3 1.3 2.3
Service-producing 3.9 2.6 42 4.2
Government 1.3 1.9 1.4 3.1
Midwest 2.6 2.8 12 25
Goods-producing 1.0 22 2 24
Service-producing 3.7 3.3 2.0 29
Government 1.2 1.4 1.2 1.4
South 3.1 3.1 1.6 2.6
Goods-producing .8 25 2 1.9
Service-producing 45 37 3.1 34
Government 1.7 1.8 1.1 1.9
West 3.6 3.6 1.8 3.4
Goods-producing 2.8 3.8 2 4.0
Service-producing 45 4.0 2.7 35
Government 1.8 2.0 1.7 2.4
Source: U.S. Department of Commerce, Bureau of Economic Analysis.
All major nonmetro industries expanded
Largest gains were in services
Wholesale
Retail
TCPU!
TIRE?
Other services
Government
N
6

'Transportation, communications. and public utiities.

2Finance. Insurance, and real ~state.
Source: Bureau of Economic Analysis.
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Earnings _

Rural real earnings per
job declined 0.7 percent
in 1987-88 while urban
earnings grew 1 per-
cent. As a result, rural
earnings slipped to 73.5
percent of urban.
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Slight Decline Continues in Rural
Earnings per Job

ural real earnings per job declined slightly in 1987-88 as they had in 1986-87, falling from

$17,639 (in 1988 dollars) in 1986 to $17,409 in 1988, the most recent year for which these
data are available. Over the same period, urban real earnings increased modestly from $23,421
to $23,67 As a result, the gap between average urban and rural earnings grew from $5,783 to
$6,270, and rural earnings declined from 75.3 percent of urban earnings in 1986 to 73.5 percent
in 1988. Not since 183, when rural areas were slower to recover following the 1980-82 reces-
sions, have rural earnings per job been that low in relation to urban earnings (app. table 2).

Rural earnings were lower than urban earnings in all industries. The earnings gap was particu-
larly large in manufacturing, construction, wholesale trade, services, anc finance, insurance, and
real estate. In 1987-88, rural real earnings per job fell in all goods-producing industries and in
transportation, communi “.ons, and public utilities. In the other service-producing industries
and government, rural earnings grew, but more slowly than urban earnings.

Declining real earnings per job in the rural Midwest and West caused the overall rura decline.
Real earnings per job in the goods-producing industries declined more in the rural Midwest than
in the other regions, with farm earnings particularly hard hit by the 1988 drought. Although the
rural West was the only rural region with increasing earnings per job in mining, declines in the
other goods-producing industries and in the transportation, finance, and government sectors
caused a 1.1-percent decline in real earnings per job in the rural West.

Several factors may contribute to lower raal earnings per job in rural industries nationally and
regionally. Within industries, higher paid, more technical occupations are generally located in

Nonmetro earnings per job lagged metro in ali industries in 1988

Compared with metro, nonmetro earnings were particularly low in manufacturing,
construction, wholesaie trade, linance, and services

. : Change in real earnings
Industry Earnings per jcb, 1968 per job, 1987-88
Nonmetro Metro Nonmetro Metro
Dollars Percent.
All industries 17,409 23,679 0.7 1.0
Gomls;-prc?'ucing 20,310 29,892 19 5
Farming : 13,409 14,610 -6.1 -34
Manufacturing 22,955 32,436 -9 1.0
Mining 29,998 32,742 -9 -3
Construction 21,256 28,276 22 . 2
Service-producing 14,867 21,415 2 1.3
Wholesale trade 21,034 31,341 1.0 3.1
Retail trade 10,815 13,425 3 5
Transportation and 28,117 32,340 27 -1.5
public utilities
Finance, insurance, anJ
real estate 11,692 23,079 .8 2.2
Searvices 15,133 21,893 .9 1.5

Government: Federal,
State, and local 18,870 23,944 5 1.3

yote: 1987 data revised.
Farming includes agricultural services, forestry, and fishing.
Source: Computed using data from the U.S. Department of Commerce, Bureau of Economic Analysis.
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urban areas. Manufacturing plants and service-delivery industries that employ less skilled, lower
wage production and service-delivery workers are more likely to be found in rural areas. Rural
areas may also have higher proportions of part-time jobs that depress earnings per job in rela-

tion to urban @arnings. And, rural wage rates may be lower than urban. [Linda M. Ghelfi,
202/219-0547]

Nonmetro real earnings per job fell in 1987-88

Nonmetro earnings slid while metro earnings grew, as they had in 1986-87
Percentage change in real earnings per job

3~
Metro
2 - Nonmeatro
1 b=
0
AL
1985-86 1986-87 1987-88

Note: 1986 and 1987 data revised.
Source: Computed using data from the U.S. Department of Commerce. Bureau of Economic Analysis.

Real earnings per job declined in the nonmetro Midwest and
West in 1987-88

Declining real earnings in the nonmetro Midwest and West accounted for
the overall nonmetro decline

Percentage change in reai earnings per job
2 r—

sl

Total nonmetro Northeast Midwest South West
Note: 1987 data revised.
Source: Computed using data from the U.S. Department of Commerce, Bureau of Economic Analysis.
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Income

Rural per capita income
increased slightly in
1989, but more slowly
than in urban areas.
Per capita income for
rural minorities actually
declined slightly. The
urban-rural income gap
appears to be expand-
ing.

Rural Income Grows Minimally

D espite continued growth in employment in 1989, improvement in rural income slackened,
and was concentrated among Whites. A sizable gap between real per capita income in
rural ard urban areas persists and may be growing.

Real per capita income in rural areas increased modestly from $10,588 (1989 dollars) in 1988 to
$10,693 in 1989, an increase of less than 1 percent, according to the 1990 March Current Popu-
lation Survey (CPS). Growth in per capita income was more robust in urban areas. Urban per
capita income increased by nearly 1.5 percent, a statistically signiticant increase. The slight in-
crease in rural per capita income, aithough characteristic of the sluggish growth in per capita in-
come seen in rural areas since 1986, is the smallest increase in 5 years (app. table 3).

The growth in rural per capita income was concentrated among Whites, although none of the
changes were statistically significant. In 1989, rural Whites fared slightly better than they had in
1988. Per capita income for rural Whites increased from $11,136 in 1988 to $11,241 in 1989.
Rural minorities fared slightly worse in 1989. Per capita income for rural Blacks slipped from

$5,983 in 1988 to $5,868 in 1989, and per capita income for rural Hispanics fell from $6,334 in
1988 to $6,135 in 1989.

Much of the growth in rural income between 1988 and 1989 was in the South and West. In con-
trast, rural per capita income in the Northeast and Midwest slipped slightly.

The slow growth of rural per capita income contributes to an urban-rural income gap. In 1989,
rural residents continued to receive less than three-quarters of the per capita income of urban
residents. An especially large urban-rural income gap for Blacks suggests that rural Blacks are
particularly disadvantaged. In 1989, rural Blacks received less than two-thirds of the per capita
income received by urban Blacks. In contrast, rural Whites and Hispanics received nearly three-
tourths of the income received by their urban counterparts. The relatively small urban-rural in-

come gap for Hispanics, however, reflects a particularly low per capita income for urban Hispan-
ics.

Because annual changes are slight, determining if the income gap has stabilized is difficult. Be-
tween 1985 and 1987, rural per capita income hovered at slightly more than 72 percent of urban
per capita income. Data from 1988 seemed to indicate that the urban-rural per capita income
gap was contracting; rural income increased to 73.5 percent of urban. During 1989, however,
rural per capita income dipped to 73.2 percent of urban. The decline in the ratio of rural to urban
per capita income (0.3 percentage point) is so small, that it couid reflect either a stable or slightly
widening income gap. Howaever, corroborating evidence from the Bureau of Economic Analysis
{BEA) suggests that the income gap may be once more inching upwards. BEA data show rural
per capita income, as a percentage of urban, declining steadily since 1986.

In 1989, rural per capita income continued to improve, as it had for the previous 4 years. Yet,
despite the improvements, growth in rural per capita income appears to be slowing, and rural mi-
norities remain especially disadvantaged. Although the urban-rural income gap appears to have
increased slightly, we cannot determine whether this widening is the beginning of a trend.

The current recession may impede continued improvement in rural income. Recent declines in
rural unemployment have been associated with only moderate increases in rural income. Higher
levels of unemployment accompanying economic recession, and subsequent declines in earned

income, may further curb the already sluggish growth of rural income. {Deborah Tootle, 202/219-
0547]




income

Increase in nonmetro per capita income smail
Nonmetro income higher for whites, lower for blacks and Hispanics

1988 1989
Race
Metro Nonmetro Metro Nonmetro
1989 dollars

Total 14,398 10,588 14,605 10,693
White 15,314 11,138 15,549 11,241
Black 9,161 5,983 9,255 5,868
Hispanic 8,428 6,334 8,471 6,135

Source: Current Population Survey.

Income gap slightly wider

Per capita incomes up slightly, but metro residents increase lead over
nonmetro dwellers

$1,000 (1989 dollars)
16 Metro

12

0

1985 1986 1987 1988 1989
Source: Current Population Survey.
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The rural poverty rate
stabilized between 1988
and 1989, at about 16
percent. The stable
rural poverty rate re-
flects a relatively con-
stant rural unemploy-
ment rate during the
same period. Poverty
rates remained higher in
rural than urban areas

for all population groups.
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Rural Poverty Stabilizes

overty is stiil a problem in rural areas. Although tha rural poverty rate stabilized be ween
1988 and 1989, it remained higher than the urban poverty rate. The poverty and u ;empley-
ment rates are clcsely related in rural areas. The stable rural poverty rate resulted, in part, from

a similarly stable rural unemployment rate. The level of the rural unemployment rate also affects
who makes up the rural poor.

The 1989 rural poverty rate was 15.7 percent, about the same as in 1988. The small, 0.3-per-
centage-point decline in ths rural poverty rate between 1988 and 1989 was not statistically signit-
icant. Changes for various rural population groups, such as blacks, people in families headed

by women, and the aiderly, were not statistically significant eiiher. The urban poverty rate de-
clined from 12.2 percent in 1988 10 12.0 percent in 1989, also a statistically insignificant change.

The stable rural poverty rate contrasts sharply with the 2.1-percentage-point decline between
1986 and 1988 discussed in last spring's Rural Conditions and Trends. One factor contribut-
ing to the earlier decline was a 2.1-percentage-point decling in the unemployment rate. in con-
trast, the unamployment rate dropped by only 0.5 percentage point between 1988 and 1989.

The Census Bureau will nct release the 1990 rural poverty rate until this fall. However, the rural
unemployment rate remained at about the same levelin 1990 (5.9 percent) as in 1988 (5.7 per-
cent), suggesting that the rural poverty rate also prohably remained at about the same leve! in
1990 as in 1689. A deep or prolon” 'd recession in 1991 could lead to a higher 1921 rural pov-
enty rata.

Speculating about changes in the rural poverty rate from changes in unemployment is not as dar-
ing as it may seem. Thae rural poverty rate is closely relatad {c the rural unemployment rate.

The relationship is apparent when the poverty and unemployment rates are graphed, and it can
also be measured statistically. About 63 percent of the variation in the rural poverty rate be-
tween 1973 and 1989 is explained by variation in the rural unemployment rate. The correspond-
ing urban figure is only 22 percent. Rural areas contain proportionately more low-skilled and low-
wage production workers whose jobs are sunsitive to swings in the economy.

As in previous years, poverty was more severe in rural areas than in urban areas. The 1989
poverty rate for the population as a whole was about 3.7 percantage points higher in rura! areas.
And, each population group had a higher poverty rate in rural areas. Rural blacks, unrelated indi-
viduals, and people living in families headed by wemen had higher poverty rates than other
groups. People who belonged to more than one high-risk group had particularly high poverty

rates. For example, rural blacks living in families hoaded by women had a poverty rate of 59.4
percent.

The popular stereotype of the poor as members of families headed by women does not hoid true
in rural areas. Although rural people in families headed by women have a very high poverty
rate, the rural poor are actually more likeiy to live in “other” (mostly married-couple) families. In
1989, only 30 percent of the rural pcor lived in families headed by women, but 48 percent lived
in other families. (The 48-percent figure included 45 percent in married-couple families and 3

percent in families hsaded by men with no wife present.) The remaining rural poor were largely
unrelated individuals.

The tamily compaosition of the rural poor varies with economic conditions. Severe recessions, for
exampie, reduce the hours worked by many pecpie in other families, lowering their income
below the poverty fevel. Between 1979 and 1983, the rural unemployment rate increased from
5.7 to 10.1 percent, and the rural poor increased by 3.9 million. More than 60 percent of these
new rural poor lived in other families. As a result, the share of the rural poor in other families in-
creased from 52.4 percent in 1979 to 55.7 percent in 1983, interrupting a long-term trend to-
wards a decreasing share of the rural poor in this family type. Future sharp increases in unem-
ploymaent could result in a similar increase in the share of the rural poor in other families.

[Robert A. Hoppe, 202/219-0547]
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Poverty

Poveity and unemployment often move together
Nonmetro poverty and unemployment rates consistently exceeded metro

rates throughout the 1980's
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1989 poverty rates highest in
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Poverty rates for people in famiiles headed by

women, unrelated Individuals, and blacks are
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Population

Population decline

was widespread, with
remote nonmetro coun-
ties most likely to lose
population. Countias in
retirement and recre-
ation areas. cn the other
hand, grew faster than
the U.S. average.
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Rural Population Growth Slows During
1980-90

he 1970's trend of rapid nonmetro population growth did not continue into the 1980's, ac-

cerding to the 1890 Census. Although counties with declining population were widespread,
they tended to be in the remote parts of the country, removed from metro areas. Most of the
counties gaining in population were concentrated in recreation and retirement areas. The Mid-
west was the only region where growing nonmetro counties could not compensate for the loss in
those that declined, resuiting in an overall population loss for the nonmetro Midwest.

The U.S. nonmetro population grew by only 4 percent during 1980-90, while tha metro popula-
tion incteased by 12 percent. The factors that made nonmetro areas attractive in the 1970’s,
most notably the availability of jobs, did not continue into the 1980’s. During 1970-80, the non-
metro growth rate of 14 percent had exceeded the 10-percent growth rate for metro areas.

According to th final results of the 1990 Census, 248.7 million people lived in the United States.
This tigure is 923,000 lewer than the count of 249.6 million intended for congressiona! apportion-
ment purposes that was more widely released by the Census Bureau. The larger figure includes
overseas civilian government and military employees and tamily members living with them. Non-
metro areas {1983 boundaries) accounted for 22.£ percent of the U.S. total.

Concentration cf Popuiation G.owth and Loss

Proximity to a metro area helped foster growth in nonmetro counties. Only 40 perccit of metro-
adjacent counties declined, white 60 percent of nonadjacent countigs declined. More influential
was a rccreation or retirement sector in the county's econamy. Nearly half of all nonmetro coun-
tias classified as a retirement destination (231) grew faster than the U.S. average. Retirement
ceunties collectively ha: a net gain of almost 2 million persons with more than half of the growth
in the South. Florida's nonmetro population alone increased by 387,000.

Retirament and recreation counties constituted the bulk of “fast-growth™ nonmetro caunties.
Roughly a fifth of all nonmetio counties grew faster than the J.S. average ¢! 9.8 percent.
Among growing nonmetro counties, these fast-growth counties accounted for 80 percent of all
grovith. The nonmetro West grew by 15 percent, almost seven times that of the rest of the non-
metro United States. Most of the West's growth was in California, Nevada, Arizona, and Alaska.

For reasons that are not yet clear, both nonmetro Alaska and California had growth rates that ex-
ceeded their metro rates.

Although rural Amarica grew overall, more than half of all nonmetro counties lost population dur-
ing the 1980's. These declining counties showed a collective loss of 6.3 percent or 1.5 million
people. More than two-thirds of the declining nonmatro counties were not adjacent to a metro
area. Noradjacert counties had an overall growth rate of almost 2 percent, but the declining
nJnadjacent countias lost nearly 1 millior: residents.

Nonmetro counties with declining population are concentrated in the Corn Belt, Great | ‘iains,
Mississippi Delta, Appalachian Coal Fields, and mining areas of the West. Thrae-fourths of all
nonmetro counties that depend on agriculture lost population. These counties lcst 451,000 per-
sons. Of these agriculture-dependent counties, those not adjacent to a metro area were ths big-
gest losers; they lost about 326,000 persons. Nonmetro counties that denend or. mining did not
tare any bettar than agricultural counties. Roughly 75 percent of all mining-dependent counties
lost population, with metro-adjacent counties losing roughly 57,000 persons, ané nonadjacent
counties losing 203,000 parsons.

The Midwest, the only Census region to decline in nonmetro population, lost 295,00C persons ur
1.7 percent of its nonmetro population. Nonmetro lowa alone accounted for almost halt of the
region’s population loss. Nonmetro lowa and North Dakota both showed rates of loss of more
than 8 percent, although because of its smaller population base, North Dakota's loss of 37,600
people represented a smaller shure of the ragion's loss. [Margaret Eutler, 202/219-0534]
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Population

Change In population varles by region
The nonmatro Midwest lost population between 1980-80

Region 1990 Population Population change
es Metro Nonmetro Metro Nonmetro
«veeeemee ThOUSANAS-2~""=~ Percont
Northeast 45,038 5,771 3.2 49
Midwaest 42578 17,092 2.6 1.7
South 60,226 25,219 17.3 49
West 44,182 8,604 23.8 14.8
Total United States 192,023 56,687 11.6 42

Source: 1990 Census of Popuiation.

Nonmetro population change, 1980-90

Poputation gains along the Pacific Coast, in the Southwest, and in Florida
more than made up for the areas with declining population

[ Metro counties

[] Deciining counties
R Gain less than 9.8 percent
Bl Gain 9.8 percent or more

Source: 1990 Census of Population. Nationai average is 9.8 percent
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Rural households and
families remain more tra-
ditional than their urban
counterparts, although
rural areas have
changed so quickly in
the last decade that
some differences disap-
peared by 1990. Single-
parent families, increas-
ing faster in rural areas,
now constitute a sizable
share of younger fami-
lies.
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| Rural Families Headed by Women Are

-

on the Rise
R ural household and family changes often lag behind those in urban areas. However, contin-

ued economic distress in rural areas within the last decade may have accelerated family
change so that some rural stress indicators have reached or even surpassed urban levels. The
stereotype that small towns and rural areas are conducive to traditional family life where aimost
all children are raised in husband and wife families is becoming less accurate. This is especially
the case for rural blacks, where a sharp rise in young single-parent families made them as com-
mon in rural as urban areas in 199).

The most commen type of household in 1990 remains the family household with two or more
people headed by a couple, rather than households of unrelated people or people living alone.
Families constituted a larger share of rural households than urban households, although the per-
centage of families declined in both areas.

Rural Households and Families Becoming More Like Urban Ones

Families have declined as a share of all rural households, both older and younger. For house-
holds where the head is older than 55 years, the relative decline in family households has been
accompanied by an increase in the share of people living alone, to 38 percent. Rural and urban
swer people are equally likely to live alone. Although substantially higher than for older people,
the share of families among younger rural households (where heads are under age 55) de-
creased 5 percentage points between 1979 and 1990 to 81 percent. The reduced share of rural
younger family households was due to higher shares of both people living alone and with unre-
lated persons.

Among younger families especially, the share of married-couple tamilies is shrinking. In rurai
areas in 1990, 80 percent of younger families were headed by married couples, down from 84
percent in 1979. The decline in younger married-couple families reflects the trends of delayed
first marriage, increased divorce and separation, and mothars raising children alone. These
trends show no signs of decreasing and the share of young married-couple families will probably
continue to shrink.

Families headed by women account for an increasing share of all young families. By 1990, the
share of younger rural families headed by women had increased to 16 percent, fast approaching
the size of the urban share, at 19 percent. The phenomenon has become so pronounced
among young black families that in 1990 the share of families headed by women was almost the
same as the share of married-couple families in both urban and rural areas.

The traditional family consisting of a married couple with children is more common in rural areas,
but declined somewhat faster in rural than in urban areas during the decade. Among younger
rural families with children, the percentage headed by a married couple dropped 6 percentage
points between 1979 and 1990 to 78 percent. The sharper rural decline in the prevalence of a
married couple raising children may in part be a reflection of the decrease in men’s earning * in
rural areas during the decade, which may have increased family stress and the likelihocd of di-
vorce for married couples and possibly reduced the importance of marrying for singie mothers.

New Rural/Urban Differences in Familles with Young Chlidren

The share of young children (under age 6) who live in families headed by women has increased
nationally in the last decade. For rurai children the increase has been greater, nearly closing the
rural/urban gap. Seventeen percent of young rural children lived in families headed by women
in 1990, up 6 percentage points since 1979. For young rural black children, the jump in the per-
centage living in families headed by women has been startling, up 23 percentage points since
1979 to 58 percent in 1990. The urban increase was not as high, but substantial nonetheless,
up 16 percentage points to 52 percent. The steeper rural increase in young black children living
in families headed by women creates a new rural/urban difference where none existed before.

The relative rural/urban proportions of families with young children indicate that the recent in-
crease in birth rates may be a primarily urban trend. Since 1979, the share of {amilies with
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young children among all families with children has remained steady in rural areas at about 44
percent. In urban areas, however, the share of families with young children increased to 48 per-
cent in 1990. The prolonged rural recession may have prompted rural families to delay or stop

adding to their famllies.

An increasing share of rural people are now living outside the economic security of married-cou-
ple families. The poverty rates for those living alone (17.5 percent) and families headed by
woman (32.2 percent) are far greater than that for families headed by a married couple (5.6 per-
cent). The decreased role of traditional families cuts across age groups and represents a seri-
ous burden con public services. [Linda Swanson, Laami Dacquel, 202/219-0534]

Decline of younger family households

Younger family households are more prevalent in
nonmetro areas, but are declining over time in all areas
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Nonmetro children in families
headed by women

The share of nonmetro younger children in families
headed by women rises for all races,
but particularly for blacks
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Nonmetro family types

Most common type of younger nonmetro family is
headed by a married couple

All racos
Merried-couple 80%

Female head 16%

Male head 4%

For nonmetro blacks, familles headed by women
are nearly as common as married-couple families
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Married-couple 49%

Male head 4%

Female head 47%

Source: Computed from 1990 March Current Poputation Survey.

Families with young children

Likelihood of familles with children to have young
children increases in metro areas, but remains
steady in nonmetro areas
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Appendix I: Data Sources

Macroeconomic
Conditions

Employment and
Earnings

Income and Poverty

Population Growth
and Migration

Assessing the changing conditions and trends in rural America is complicated by the need to
use a variety of data sources for monitoring demographic and economic patterns. Because dif-
ferent sources of data are intended for different purposes and employ different definitions and collec-
tion methods, they sometimes produce contradictory statistics and may lead to different interpreta-

tions. Describing rural conditions, therefore, necessitates piecing together general trends from
many sour~es of information.

The economic indicators used to monitor macroeconomic changes in the U.S. esconomy are de-
rived from Federal sources. Measures of inflation, including the Consumer and Producer Price
Indexes, and emplioyment and unemployment data are developed by this U.E. Department of
Labor's Bureau of Labor Statistics (BLS). National income and product account information on
capital investment, gross national product, and net exports is produced by the Bureau ot Eco-
nomic Analysis (BEA), U.S. Department of Commerce. information relating to monetary policy,
including changes in interest rates and foreign exchange rates, and data on industrial production
are furnished by the Federal Reserve Board of Governors.

Data on nonmetro employment, unemployment, and earnings come from three sources. The
monthly Current Population Survey (CPS), conducted by the Bureau of the Census for the U.S.
Department of Labor, provides detailed information on the iabor force, employment, unemploy-
ment, and demographic characteristics of the metro and nonmetro population. The CPS derives
estimates based on a national sample of about 58,000 households that are representative of the
U.S. civilian noninstitutional population 16 years of age and over. Labor force information is
based on respondents’ activity during 1 week each month.

BLS county-level employment data are taken from unemployment insurance claims and State
survays of establishment payrolls which are then benchmarked to State totals from the CPS.
Thus, at the national and State levels, annual average BLS and CPS estimates are the same.

The BLS data series provides monthly estimates of labor force, empioyment, and unempioyment
for individual counties.

The BEA amployment data, unlike the househoid data collected by the CPS and BLS, provide
establishment data on the number of jobs rather than the number of workers. The BEA data are
taken primarily from administrative reports filed by employers covered urder unemployment in-
surance lews and from information obtained from the internal Revenue Service and the Social
Security Ac “rinistration. Thus, jobs and earnings for these jobs are counted at the place of work
and are based on a virtual universal count rather than a sample. The BEA data provide detailed
information on the number and type of jobs, earnings by industry, and sources and amounts of in-
come at the county level. A shortcoming of the BEA data is the 2-year lag between when they
are collected and when they are available for analysis.

Each of these data sets has its advantages and disadvantages. The CPS furnishes detailed em-
ployment, unemployment, and demographic data for metro and nonmetro portions of the

Nation. The BEA provides estimates of the number of jobs and earnings by industry for individ-
ual county areas. BLS provides less detailed employment data than the other two series, but of-
fers very current and timely employment and unempioyment information at the county level.
While these data sources are likely to provide different estimates of employment conditions at
any point in time, they generally indicate similar trends.

Each March, supplemental questions are added to the CPS to obtain information on money income
and poverty status of families and persons in the United States during the previous year. Data
are collected for the amount and sources of income, including wage and salary earnings, self-em-
ployment income, and transfer payments. Information on family size and income is used to esti-
mate the number of families and individuals in poverty based on official guidelines issued by the
Office of Management and Budget. Demographic data are available to examine the distribution
of income and the characteristics of the poverty populations in metro and nonmetro areas.

Population counts, births, deaths, and net migration are estimated at the county level by the Bu-
reau of the Census. Rates of population change and of net migration are calculated 11sing this
county estimates data series. Characteristics of migrants are drawn from the March CPS.
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Appendix ll: Definitions

Adjacent and nonadjacent nonmetro counties: Nonmetro counties that are physically adja-
cent to one or more metro areas and have at least 2 percent of the employed labor force com-

muting to work in a central metro county. Al other nonmetro counties are classified as nonadja-
cent.

Adjusted unemployment rate: The number of unemployed people, discouraged workers who
have given up looking for work, and haif of the workers who work part-time but want fuli-time
work as a percentage of the civilian labor force plus discouraged workers.

Administration forecast: The administration's economic assumptions are developed jointly by

the Council of Economic Advisors, the Department of the Treasury, and the Office of Manage-
ment and Budget.

Civilian labor force: Noninstitutional civilians aged 16 or older who are either employed or un-
employed. Individuals who are neither employed nor unemployed are out of the labor force.

Consumer Price Index (CPl}: A measure of the average price level of a basket of consumer
goods and services at the retail level for a specific period compared against a benchmark period.

County type classification: A USDA classification of nonmetro counties by principal economic
activity or demographic base, such as farming-, manufacturing-, or mining-dependent, persistent
poverty, or retirement destination, among others.

Earnings: The sum of wages and salaries, other labor income, and proprietor’s income. Wages
and salaries include commissions, tips, bonuses, and in-kind payments that represent income to
the employee. Wages and salaries are measured before deductions such as Social Security
contributions and union dues. Other labor income consists primarily of empiloyer contributions to
private pension and welfare funds, including privately administered workers' compensation funds.

Family: Two or more pecple residing together who are re'ated by birth, marriage, or adogption. In pri-
mary families, one person is the head of the household. A primary tamily may include unrelated
subfamilies who share quarters with but are not related to the head of the household. For exam-
ple, an unrelated subfamily may be a couple who rent a room. We do not include related sub-
tamilies because we do not know whether they are tinancially independent or living in an ex-

tended family arrangement. A related suk.. -mily, for example, may be a young married couple
living with one set of parents.

Foreign exchango rate: The rate at which one currency is traded for another. The Federal Re-

serve publishes a measure of the overall U.S foreign exchange rate based on the rates of the 10
major U.S. trading partners.

Goods-producing Industries: Farming, mining, construction, manufacturing, and the com-
bined category of agricutural services, forestry, fishing, and other industries.

Government: Federal, State, and local governniant and government enterprises.

Gross national product (GNP): The dollar amount of final goods and services produced by the
United States. GNP is the sum of consumer spending, Federal Government purchases of goods
and services, business investment, and exports less the amount of imports. This statistic is re-
ported quarterly but is revised in each of the 2 months following the initial release. Nominal GNP
measures final goods and services at current prices. Real GNP measures final coods and ser-
vices at 1982 prices to adjust for infiation.

Income: The sum of the amounts of money received from (1) money wages or salary; (2) non-
farm self-employment; (3) farm self-employment; (4) Social Security or railroad retirement; (5)
Supplemental Security Income; (6) public assistance or welfare paymants; (7) interest, divi-
dends, and rental; (8) veterans payments or unemployment and workers’ compensation; (9) pri-

vate or government employee pensions; or (10) alimony, child support, and other periodic in-
come.

inflatlon rate: The percentage change in 2 measure of the average price level. Changes are re-
ported on a monthly basis and are stated as annual rates for longer term comparisons. The (wo
major measures of the average price level are the Consumer and Producer Price Incexes.

Labor force participation rate: The civilian labor force as a percentage of the civilian noninsti-
tutional population 16 years and older.
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Appendix lI: Definitions

Metro areas: Metropolitan Statistical Areas (MSA's), as defined by the Office of Management
and Budget, inciude core counties containing a city of 50,000 or more people or containing sev-
eral smaller cities totaling 50,000 or more pedple and a total area population of at least 100,000.
Additional contiguous counties are included in the MSA if they are economically and socially inte-
grated with the core county. Metro areas are divided into central cities and areas outside central
cities (suburbs). Throughout this pubiication, urban and metro have been used interchangeably
to refer to people or places within MSA's.

Net migration: The number of people who moved into an area minus the number of people
who moved out of that area over a given period of time. Net outmigration indicates that more
people moved out thai in. Net inmigration means that an area gained more migrants than it lost.

Nonmetro areas: Counties outside of metro area boundaries. Throughout this publication,
rural and nonmetro are used interchangeably to refer to people and places outside of MSA's.

Per capita income: The mean, or average, income available to every man, woman, and child

in a particular group. it is computed by dividing total income of the group by the population in
that grcup.

Poverty: A person is in poverty if his or her iamily's money income is below the official poverty
threshold appropriate for the size and type of {amily. Different thresholds exist for elderly and
nanelderly unrelated individuals, for two-person families with and without eiderly heads, and for
farnilies of different sizes and numbers of children. The poverty threshold ior a family of four

was $12,600 in 1989. The thresholds are adjusted annually by the Consumer Price Index to re-
flect inflation.

Producer Price index for finished goods (PPl): A measure of average producer prices of fin-

ished goods underlying the retail prices for a specific period compared against a benchmark pe-
riod.

Real earnings: The value of earnings adjusted to reflect price changes. Earnings in earlier
yoars were adjusted using the implici price deflator for personal consumption expenditures to re-
flect their value as of 1988. With the deflator valued at 100 for 1988, the deflators for 1979
through 1987 were 62.8, 69.6, 76, 80.3, 83.6, 86.8, 89.6, 91.8, and 96.2, respectively.

Rurai-urban continuum code: A 10-part classification scheme that distinguishes metro coun-
ties by size and nonmetro counties by degree of urbanization and proximity to a metro area.

Service-producing industries: Transportation and public utilities; wholesale and retail trade; fi-
nanca, insurance, and real ~state; services (including hotel, business, health, legal, and other
sarvices).

Unrelated Individuals: Pao} '« vho de not live with relatives. Ar unralated individual may live
alone, with nonrelatives, or in group quarters with no relatives. Lodgers or resident employees

with no relatives in the household are also unre!ated individuals. (Inmates of institutions are not
classified as unrelated individuals.)

Unemployment rate: The number of unemployed people as a percentage of the civilian labor
force.
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Appendix Tables

Appendix table 1—Ncnmetro and metro employment statistics: Annual averages

| Labor force Adjusted
Year Labor force participation Employment Unemployment Unempt:)yment unemployment
rate : rate rate’
Thousands Percent ————Thousands———— Percent

Nonmetro:
1990 26,319 62.8 24,766 1,554 5.9 9.4
1989 26,209 63.2 24,718 1,491 5.7 9.1
1988 i 25,409 62.4 23,827 1,582 6.2 1014
1987 25,101 62.1 23,302 1,799 7.2 11.3
1666 25,171 61.9 23,091 2,080 8.3 12.8
1985 24,781 61.2 22,700 2,081 8.4 13.0
1984 34,721 62.1 31,930 2,796 8.1 12.2
1983 34,156 61.8 30,696 3,460 10.1 149
1982 33,740 61.7 30,335 3,405 10.1 149
1981 33,092 61.9 30,488 2,603 7.9 115
1980 32,512 61.7 30,150 2,362 7.3 10.7
1979 31,716 61.5 29,918 1,800 5.7 8.5
1978 31,682 61.5 29,844 1,837 5.8 8.8
1977 30,307 60.5 28,317 1,980 6.6 9.8
1976 29,190 59.6 27,150 2,040 7.0 10.2
1975 28,386 59.2 26,126 2,260 8.0 11.6

Metro:
1990 98,468 67.4 93,148 5,320 5.4 7.9
1989 97,660 67.4 92,624 5,036 5.2 75
1988 96,2690 66.9 91,141 5,119 5.3 7.9
1987 94,764 66.6 89,138 5,625 5.9 8.7
1986 92,665 66.2 86,508 6,157 6.6 85
1985 90,684 65.9 84,453 6,231 6.9 9.9
1984 78,819 65.4 73,076 5,743 7.3 10.4
1983 77,394 65.1 70,137 7,257 9.4 13.1
1982 76,465 65.1 69,192 7,273 9.5 13.1
1981 73,301 64.9 67,825 5,476 7.5 10.3
1980 72,207 64.8 67,120 5,087 7.0 9.5
1979 71,192 64.7 67,029 4,163 5.8 8.0
1978 68,738 64.0 64,529 4,210 6.1 8.4
1977 67,094 63.1 62,229 4,866 7.3 9.8
1976 65,584 625 60,335 5,248 8.0 10.6
1975 64,227 62.1 58,657 5,570 8.7 115

Note: Beginning in 1985, estimation procedures for the Current Population Survey are based on the 1980 Census.
Unemployment rate adjusted to include discouraged workers and half of the workers employed part-time for economic reasons.
Source: Bureau of the Census, Current Population Survey.
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Appendix tables

Appendix table 2—Jobs by industry and Census region

tem United States Northeast Midwest South West
Metro Nonmetro Metro Nonmetro Metro Nonmetro Metro Nonmetro Metro Nonmetro
Thousands

1982 tota! 89,174 23,391 21,829 2,324 20,371 7,553 27,712 10,043 19,262 3,472
Agriculture 1,835 2,720 263 134 401 1,082 595 1,131 575 375
Manufacturing 15,175 4,079 4312 492 4,230 1,203 3,824 2,075 2,809 309
Mining 728 628 45 33 63 118 494 350 126 127
Canstruction 4,157 1,184 849 105 788 344 1,657 534 863 201
Wholesale 4,892 818 1,253 73 1,140 312 1,523 328 975 105
Retail 14,482 3,616 3,313 378 3,443 1,215 4,569 1,445 3,157 578
TCPU 4,622 1,002 1,128 94 1,041 331 1,507 404 946 173
FIRE 6,836 1,085 1,754 104 1,487 363 2,004 401 1,591 188
Other services 21,931 4242 5,808 527 4,886 1,391 6,332 1,622 4,905 702
Government 14516 4,048 3,103 383 2,892 1,194 5,207 1,754 3,314 717

1987 total 103,461 25,365 24892 2671 23,199 8,030 32,331 10,870 23,038 3,795
Agriculture 1,982 2,543 300 133 410 995 624 1,031 647 384
Manufacturing 15,129 4,423 3,956 488 4,237 1,336 3,873 2,248 3,064 351
Mining 539 434 40 25 58 93 345 233 96 83
Construction 5,521 1,340 1,249 168 1,052 353 2,013 617 1,207 202
Wholesale 5,485 813 1,427 81 1,264 298 1,656 330 1,137 104
Retail 17,265 4,106 3,915 465 4,038 1,307 5,576 1,692 3,735 643
TCPU 5,091 1,067 1,211 108 1,150 352 1,676 433 1,054 175
FIRE 8,575 1,234 2,188 133 1,760 400 2,588 484 2,039 217
Other services 28,201 5,095 7.288 658 6,154 1,629 8,321 1,953 6,439 855
Government 15,674 4,310 3,316 412 3,076 1,268 5,661 1,849 3,621 781

1988 total 106,435 26,068 25,391 2,763 23,850 8,232 33,326 11,150 23,868 3,923
Agricuiture 2,056 2,549 306 132 413 987 647 1,033 691 397
Manufacturing 15,362 4,583 3,921 501 4,318 1,401 3,968 2,311 3,155 369
Mining 544 429 40 24 57 90 350 228 97 88
Construction 5700 1,383 1,296 176 1,097 366 2,057 635 1,250 207
Wholesale 5,624 839 1,452 83 1,290 309 1,700 342 1,183 105
Retail 17,724 4,233 3,971 484 4,158 1,341 5,728 1,744 3,866 663
TCPU 5,234 1,097 1,239 112 1,179 359 1,734 447 1,082 179
FIRE 8,730 1,251 2,223 137 1,807 403 2,627 491 2,072 220
Other services 413 5,308 7.564 689 6,411 1,689 8,751 2,034 6,778 896
Government 29,504 4,395 3,380 425 3,119 1,286 5,763 1,885 3,694 799

Source: U.S. Department of Commerce, Bureau of Economic Analysis.
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Appendix Tables

Appendix table 3—Real earnings per job in nonmetro and metro areas

ltem 1979 1980 1981 1982 1983
1988 dollars
United States 22,243 21,581 21,364 21,202 21,335

Nonmetro 18,613 17,510 17,538 16,988 16,637

Metro 23,230 22,567 22,374 22,307 22,561

Metro/nonmetio

earning gap 4,617 5,157 4,836 5,319 5,924
Percent
Nonmetro as share
of metro 80.1 77.2 78.4 76.2 73.7
Annual change:

United States -1.0 -3.0 -1.0 -8 ks
Nonmetro -4 -5.9 2 -3.1 2.1
Metro -1.2 24 -1.3 -3 14

1984 1985 1986 1987 1988
1988 dollars
United States 21,668 21,832 22,278 22,280 22,446

Nonmetro 17,254 17,639 17,530 17,409 17,301

Metro 22,788 22,980 23,421 23,444 23,679

Metro/nonmetro

earning gap 5,487 5,726 5,782 5,914 6,270
Percent
Nonmetro as share
of metro 75.9 75.1 75.3 74.8 73.%
Annual change:

United States 1.6 8 2.0 0 7
Nonmetro 4.0 -3 2.2 -6 -7
Metro 1.0 8 1.9 1 1.0

Source: Computed using data from the U.S. Department of Commerce, Bureau of Economic Analysis.

Appendix table 4—Per capita income for metro and nonmetro areas by year

Year Metro Nonmetro
1989 dollars

1985 13,519 9,772

1986 14,080 10171

1987 14,285 10,366

1988 14,398 10,588

1983 14,605 10,692

Source: Current Population Survey.
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Appendix Tables

Appendix table 5—Metro population by State

State Population Population change
1970 1980 1990 1970-80 1980-90
------------------ Thousands---------==svs=nex ----------Percent-----------
Alabama 2,169 2,462 2,592 135 5.3
Alaska 126 174 226 38.0 29.8
Arizona 1,321 2,041 2,789 54.5 36.7
Arkansas 730 885 943 21.2 6.5
California 19,138 22,554 28,315 17.9 25.5
Coiorado 1,772 2,326 2,686 31.3 155
Connecticut 2,804 2,858 3,010 2.0 53
Delaware 386 398 442 3.2 11.0
District of Columbia 757 638 607 -15.6 -49
Florida 6,175 8,798 11,602 425 31.9
Georgia 2,807 3,403 4,212 21.2 23.8
Hawaii 631 763 836 20.9 97
ldaho 112 173 206 54.3 18.9
Hlinois 9,127 9,340 9,450 2.3 1.2
Indiana 3,551 3,719 3,796 4.7 2.1
lowa 1,154 1,223 1,223 6.0 0
Kansas 1,082 1,153 1,302 6.6 12.9
Kentucky 1,550 1,676 1,714 8.2 23
Louisiana 2,437 2,893 2,935 ' 18.7 15
Maine 409 452 495 10.5 94
Maryland 3,668 3,920 4,439 6.9 13.2
Massachusetts 5,523 5,511 5,742 -2 42
Michigan 7.361 7.480 7.446 1.6 -5
Minnesota 2,434 2,621 2,960 7.7 12.9
Mississippi 564 716 776 26.9 8.3
Missouri 3,170 3,226 3,387 1.8 5.0
Montana 169 189 191 11.6 1.3
Nebraska 650 708 766 8.9 8.2
Nevada 394 657 996 66.5 51.7
New Hampshire 433 552 686 275 24.2
New Jersey 7171 7,365 7,730 2.7 5.0
New Mexico 386 517 616 34.0 19.3
New York 16,647 15,869 16,244 4.7 24
North Carolina 2,755 3,203 3,758 16.3 17.3
North Dakota 196 234 257 19.7 9.8
Ohio 8,563 8,521 8,567 -5 6
Oklahoma 1,432 1,724 1,870 20.4 8.5
Oregon 1,415 1,763 1,947 24.6 104
Pennsylvania 10,102 10,038 10,077 -6 4
Rhode Island 855 866 916 1.2 5.8
South Carolina 1,504 1,866 2,113 241 13.2
South Dakota 95 109 124 14.9 13.1
Tennessee 2,564 2,974 3,222 16.0 8.4
Texas 8,717 11,304 13,867 29.7 22.7
Utah 822 1,128 1,336 37.3 18.4
Vermont 103 120 137 17.0 14.1
Virginia 3,279 3,745 4,483 14.2 19.7
Washington 2,752 3,322 3,976 20.7 19.7
West Virginia 683 718 653 5.2 9.1
Wisconsin 3,019 3,145 3,298 4.2 4.9
Wyoming 51 72 61 40.2 -14.8

Source: 1990 Census of Pupulation.

28 Rural Conditions and Trends, Spring 1991




Appendix Tables

Appendix table 6—Nonmetro population by State

State Population Population change
1970 1980 19990 1970-80 1980-90
Y 1 1+ JTT: T e - IR Percent

Alabama 1,278 1,432 1,449 123 1.2
Alaska 176 227 324 29.1 42.3
Arizona 453 676 876 494 29.6
Arkansas 1,193 1,401 1.408 17.5 0.5
California 835 1,113 1,445 334 29.8
Colorado 438 563 608 28.6 8.0
Connecticut 229 249 277 9.0 11.1
Delaware 162 196 224 20.9 143

- District of Columbia' 0 0 0 0 0
Florida 616 948 1,336 53.9 40.9
Georgia 1,781 2,060 2,266 15.7 10.0
Hawaii 139 202 272 45.0 346
Idaho 601 77 801 28.3 39
lllinois 1,986 2,088 1,981 5.2 5.1
Indiana 1.644 1,771 1,748 7.7 -1.3
lowa 1.671 1,691 1,554 1.2 -8.1
Kansas 1.167 1,211 1,176 3.7 29
Kentucky 1,671 1,984 1,971 18.7 -0.6
Louisiana 1,206 1313 1,285 8.9 2.2
Maine 585 673 733 15.1 9.0
Marvland 255 297 343 16.3 153
Massachusetts 166 226 274 36.5 21.3
Michigan 1,621 1,782 1,850 171 3.8
Minnesota 1,373 1,455 1,415 6.0 -2.8
Mississippi 1,653 1,805 1,798 9.2 0.4
Missouri 1,508 1,690 1,730 12.1 2.3
Montana 525 598 608 13.9 1.7
Nebraska 835 862 812 3.2 5.7
Nevada 94 144 206 52.4 43.1
New Hampshire 304 368 423 21.0 14.9
New Jersey' 0 0 0 0 0
New Mexico 632 787 899 246 143
New York 1,594 1,689 1,747 6.0 34
North Carolina 2,330 2,677 2,871 149 7.3
North Dakota 422 418 381 -0.9 -8.8
Ohio 2,092 2,277 2,280 8.8 0.1
Oklahoma 1,127 1,301 1,276 165 2.0
Oregon 676 870 895 28.7 29
Pennsylvania 1,698 1,826 1,805 75 -1.2
Rhode Island 94 81 87 -13.6 74
South Carolina 1,087 1,254 1,374 15.4 9.5
South Dakota ’ 571 581 572 1.8 -1.6
Tennessee 1,362 1,617 1,655 18.8 2.3
Texas 2,483 2,921 3,119 17.7 6.8
Utah 238 333 387 40.0 16.3
Vermont 342 391 426 14.4 8.8
Virginia 1,373 1,601 1,704 16.7 6.4
Washington 662 810 891 225 10.0
Wast Virginia 1,061 1,232 1,140 16.0 7.4
Wisconsin 1,399 1,561 . 1,593 i1.6 2.1
Wyoming 281 398 392 415 -13

TThe District of Columbia and New Jersey have no nonmetro counties.
Source: 1990 Census of Population.
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Rural Conditions and Trends
pressents a special report on

Financial Institutibns and Markets

A special supplement to Rural
Conditions and Trends exam-
ines the three most commmon
financial institutions serving rural
America--banks, savings and
loans, and credit unions--and
assesses their health and
outlook.

Here are some of the findings the
authors discuss in detail:

& Most rural banks are healthy
enough to absorb weak-
nesses that would result from
a severe economic downturn.

W Fewer S&L's will remain
because of tough new Federal
standards. Those that do re-
main will be smaller but
stronger because of new capi-
tal requirements.

m Rural credit unions are rela-
tively healthy but represent
only a small portion of the rural
financial industry.

m Credit will be available to quali-
fied rural borrowers, but lend-
ers will more closely scrutinize
their creditworthiness.
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This Aural Conditions and Trends supplement is
available from ERS-NASS for $8.00 ($10.00 to foreign
addresses). To order your copy, call 1-800-999-6779.
You may also order a copy by writing to ERS-NASS,
Box 1608, Rockville, MD 20849-1608.

As always, you may charge your order to your Visa or
MasterCard, or we can bill you.
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Find out what else is happening in rural America
Subscribe to Rural Conditions and Trends

A new quarterly periodical from USDA's Economic Research Scrvice.

Track rural cvents on a varicty of subjects in this new quarterly
periodical: macroeconomic conditions, employment and

underemployment, industrial structure, carnings and income, poverty,
and population.

Quick-rcad text and sharp graphics will help you get the mformatxon
you nced to know efficiently and cffectively. - 1 A

*...At the naticnal, state, or community level, the best hope of effec-
tively addrcssing both rural problems and opportunitics is to take a stra-
tegic approach. ERS’ new “Rural Conditions and Trends” can build

our understanding of what is happening in rural America and will help
us stay ahcad of the curve.”

Mark Popovich

Senior Staff Associate
Council of Statc Policy and
Planning Agencics
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Phone toll free 1-800-
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Rural S&L return on assets
Rural S&L’s in 30 States reporied average losses in 1989
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) B Rural S8L's very v;ak

Rural bank return on assets
While only Hawaii reported average losses for rural banks
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Financial Institutions

Credit for rural borrow-
ers will probably tighten
as banks, savings and
loans, and credit unions
react to current eco-
nomic woes and regula-
tory difficulties. Although
most rural financial insti-
tutions are heaithy, rural
thrifts wiii shrink in num-
ber and size as new
restrictions on capital
take effect.

Rural Financial Institutions Face Tough
Times in the 1990’s

T his report examines the financial performance and structure of major financial depository in-
stitutions with operations in rural areas. The discussion is prospective as well as retrospec-
tive. Financia! performance in 1989 is compared with the recent past as a way cf keeping score
of how well rural firms are doing. However, numerous developments in financial markets, regula-
tory policies, and the general economy in 1990 affected the performance of the financial serv-
ices industry which will carry over to 1991 and beyond. This report assesses how these
changes will affect the cost and availability of credit for rural borrowers.

The financial performance of rural banks, the dominant depository institution in rural areas, has
continued to improve since the mid-1980's. Earnings have risen slightly while levels of nonper-
forming loans have declined, and most banks are well capitalized. Healthy bank balance sheets
should keep most banks from having to greatly adjust their capital to the new risk-based capital
standards. Sound financial conditions should benefit rural banks as they move into a turbulent
period underscored by new regulatory challenges and recession, exacerbated by a downturn in

the real estate sector, oil price shocks, and events leading up to the war in the Persian Gulf and
its residual eftects.

While a severe economic downturn would weaken capital positions of many rural banks, few
would become insolvent. Rural banks, moreover, appear more insulated from the slump in the
real estate market than their urban counterparts. We can expect tighter credit requirements as
banks and thrifts respond to uncertainty surrounding the economy and public reaction to the
problems in the banking and thrift industries.

Thrifts are in a much weaker position to adjust operations affected by tougher capital require-
ments, softer real estate markets, and the recession. Past financial problems arising from a mis-
match between interest income and expense, financial deregulation, mismanagement, and the
ailing deposit insurance system continue to haunt the thrift industry. And sales of assets of de-
funct thrifts now owned by the Federal Government have begun depressing real estate values in
a saturated market.

Legislative reforms enacted to avert future financial industry catastrophes have tesulted in a
major restructuring of rural savings and loans (S&L's). Fewer S&L's will remain because of
tough new risk-based capital standards, and those that do will be smaller and stronger finan-
cially than before. Banks and surviving thrifts should benefit from this shakeout as competition
for funds declines. Thrifts attempting to meet the new standards have begun selling assets and
tightening credit. Rising deposit insurance premiums are unlikely either to bring any significant
increase in interest rates charged for loans (especially considering recent Fed cuts in its dis-
count rate} or to depress rates paid on deposits.

Rural credit union earnings and capital levels were comparatively healthy in 1989. Even so,
their performance i< unlikely to significantly affect rural credit given their relatively small share of
depository institution lending and specialization in personal loans.

Overall, rural credit will probably be tighter in the immediate future as financial institutions react
to these problems. Credit will still be available to qualified borrowers, but lenders will more
closely scrutinize their creditworthiness, and riskier venturas will have less chance of being

funded. Some slight increases in lending rates might occur, but monetary policy response to
weaknass in the economy should help dampen that effect.
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Financial Institutions

Rural credit needs are
fulfilled in a variety of
ways. Depository insti-
tutions dominate private
lending sources, and
Government agencies,
such as the Farmers
Home Administration,
provide credit for farm
and nonfarm activities.

4 Rural Conditions and Trends

A Multitude of Financial Institutions
Serve Rural Credit Needs

D iverse financial institutions operate in rural areas {fig. 1}. Many entities specialize in areas
such as personal loans for credit unions, sacondary markets for government-sponsored en-
terprises (BGSE's), or real estate lending for S&L's.

Familiar participants in rural credit markets are depository institutions such as banks, savings

and loans, and credit unions. Commarcial banks are the major players among depository firms,
followed by savings and loans (fig. 2).

Other organizations also provide credit to rural markets. Included are Federal Government insti-
tutions such as the Farmers Home Administration (FmHA), Smali Business Administration
tSBA), Department of Housing and Urban Development (HUD), Environmental Protection
Agency (EPA), and Veterans Administration (VA). While FmHA is perhaps better known for its
role as a lender of last resort for farmers, half of the nearly $160 billion in credit provided by
FmHA over its lifetime has gone for rural nonfarm programs. In 1989, grants and loans made for
rural areas totaled $5.1 billion. The largest portions of these programs were directed to housing,
water supply, and waste water disposal projects.

Agriculture is a major industry in many rural areas, and one of the primary lenders for farmers
has been the Farm Credit System (FCS). FCS affiliates are heavily concentrated in rural areas
and make loans to farmers and farm cooperatives through a system of 16 banks and 283 associ-
ations. Loan volume increased 3.8 percent from the previous year to $33 billion in 1989.

Other institutions active in rural lending include GSE's such as the Federal National Mortgage
Association ("Fannie Mae"), the Federal Home Loan Mortgage Corporation ("Freddie Mac"), and
the Government National Mortgage Association ("Ginnie Mae™). These firms operate in second-

ary markets for residential mortgages and their presence generally makes mortgage funds more
available and at lower cost.

Insurance companies also have a substantial presence in residential, commercial, and agricul-
tural mortgage lending. Their total mortgage loans outstanding reached $225.6 billion by June
1990, of which $9.1 billion was in agricultural loans. In 1989, insurance companies extended
$29.5 billion in mongage loans, down almost 3 percent from their 1988 levels. Personal finance

companies offer another source of credit, although they target higher risk segments of the con-
sumer loan market.
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Financlal Institutions
Figwe 1
Major financial Institutions serving rurai credit markets
A diverse array of institutions provides credit to meet rural financial needs
Private suurces Quasi-private sources Public sources
T - K T H T
Depository Insurance and Farm Credit| -  Government- Federal © State
| institutions finance companies System sponsored _—
: T enterprises Farmers Home
Banks | Administration
—— Federai National .
‘ Small Business
sal's | Mortgage : Administration |
T ' Associaton @ — i
Credit unions _ - Federal H Housing and f
ederal Home :
Loan Mortgage Urban Development _
Corporation  ____ Veterans'
Government : Administration
National Environmental
Mortgage Protection
Association . Agency __
Figure 2

Depository institution shares of rural assets, deposits, and loans, 1989
Commercial banks dominate rural flnancial markets

Banks

Sa&l's

Credit unions

Assets Deposits Loans
$553.6 billion $4837 billion $319.9 billion

What Is a Rural Financial Institution?

There is no consensus regarding the definition of a nonmetro or rural financial institution (for
this report, the terms “nonmetro” and “rural” are synonymous). The definition used herein is
based upon the location of the firm's headquarters. |f in a nonmetro county, we call it a non-
metro firm. One obvious problem with this definition is that nonmetro banks may make loans
and take deposits in metro areas and vice versa. Despite this leakage in credit inflows and
outflows, the definition nonetheless meets the needs of this report.
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Financlal Institutions

Among depository insti-
tutions, commercial
banks dcininate in
terms of total assets,
loans, and deposits.
Rural thrifts place sec-
ond, followed by credit
unions.

6 Rural Conditions and Trends

The Structure of the Banking and Thrift
Industry in Rural Areas

ural banks are much more numerous but much smaller than rural thrifts (fig. 3 : 1 ap~. ta-
bles 1 and 2). Banks outnumber rural S&L's about 8 to 1. Rural-based credit unions are

also numerous, but they represent a small portion of total depository institution deposits (app.
table 3).

On average, rural thrifts are more than double the size of banks, and 10 times the size ot credit
unions. About 88 percent of all rural banks are smalier than $100 million in assets, with aimost

two-fifths having less than $25 miliion. About three-fourths of all rural S&L's have less than
$100 million in assets.

The numbers of both banks and thrifts have been deciining in recent years (fig. 3). The percent-
age decline for banks has been smaller in the last 3 years than for thrifts, reflecting turmoil in the
S&L industry. The Comptrolier of the Currency expects the number of banks to drop by 20 per-
cent over the next 5 years. Many small, pi~fitable rural banks could become attractive targets
for mergers or acquisitions by other firms. The number of rural thrifts will decline even further as
the Federal Government acts to close insolvent operating firms and thrifts fail to meet the stricter

regulatory standards on capital. The rural thrift industry could shrink an additional 20-25 percent
over the next few years.

The growth of bank holding companies in rural banking markets has been an important phencm-
enon in recent years. About 25 percent of all rural banks are linked to other banks via common
holding company ownership, up from 20 percent in 1985. Bank holding companies have al-
lowsd banks to offer services that cannot otherwise be offered as well as to circumvent branch-
ing restrictions in certain States. '

Banks with above-average lending to agriculture account for more than 54 percent of all rural
banks, and 29.3 percent of rural banks are in agriculturally dependent counties. So, factors influ-
enced by agriculture would tend to show up on the balance sheets of many rural banks. These
figures support the general perception that many rural communities are served oy small banks
specializing in agricultural lending. Rural S&L's and credit unions, however, ure not active in ag-
ricultural lending. Less than 1 percent of all rural credit union loans are classified as agricultural.

The presence of urban-based institutions in nonmetro areas has become an issue in recent
years with continuing geographic deregulation of the financial services industry. Although the et-
fect of urban firms entering rural credit markets is uncertain, both urban-based thritts and banks
maintain a noticeable but not necessarily overwheiming presence in rural areas (table 1). An al-
ternative view toward urban-based influence in rural credit markets is that these firms supply
credit where a deficiency might otherwise exist.

As the thrift industry restructures in the wake of new regulatory reforms and the economy contin-
ues to be caught in a recession, the effects these events may have on the presenca of urban
firms in rural areas are unclear. An increasing urban presence might come about if unhealthy
rural banks and S&L’s combine with urban-based banks and S&L’s or if problems in urban real
estate markets make rural areas appear relatively more attractive for banks and thrifts seeking
more profitable markets. For 1991 and beyond, such consolidation may be slow for healthy

banks and thrifts because of asset quality problems and low stock prices that would dilute earn-
ings per sharae.




Firnancial Institutions

Figure 3

Fewer thrifts and banks

Thrifts are down by 12 percent since 1385

Banks dropped by 10 percent

Number Number
1,200 8.500 -
1.100 8.000 |-
1.000 7 500
900 7.000
800 6.500 |
700 L : 6.000
1985 86 87 88 89 1985

Table 1—Urban-based firm presence in rural areas

86

87

88

Only 6 percent of all banks with rural offices are urban-based, compared with 14

percent of all S&L's with rural offices

Firm proportion

tam All firms Rural offices Total deposits  of rural to total
deposits
Number- Billion doliars Percent
S&Ll's:
Rural-based 982 2,167 95.4 98.4
Urban-based, one or
more rural offices 163 697 72.4 23.0
Total S&L's, one or
more rural offices 1,145 2,864 167.9 86.2
All S&L's 3,097 25,839 949.8 15.2
Banks: ‘
Rural-based 7,387 14,336 3423 95.2
Urban-based, one or
more rural offices 462 3,952 709.8 12.0
Total banks, one or
more rural offices 7,849 18,2882 1.,052.1 39.1
All banks 13,749 56,728 2,190.4 18.8

;AII officas within S&L industry.
Ali offices within bank industry,

Source: Office of Thrift Supervision and FDIC Summary of Deposits, 1988.
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Rural Banks

Rural commercial banks
performed well in 1989
as earnings and capital
levels improved. De-
spite these gains, banks
tightened credit require-
ments in response to
regulatory uncertainties,
conflict in the Persian
Gulf, and economic
weaknesses exacer-
bated by real estate
problems.

.

8 Rural Conditions and Trends

Rural Bunks Healthier, But May Slip
in 1991

R ural bank performance continues to improve. Earnings in 1989 were up slightly from 1988,
capital levels were adequate, and levels of nonperforming loans and provisions (set-aside
reserves) for expected loan losses declined. A tougher economic and regulatory environment

will not help bank performance and more likely will lead to tighter credit conditions in the near
term.

Bank Earnings Up From Last Year

Rural bank earnings have steadily risen since 1986. The annual growth rate for return on equity

between 1985 and 1989 was 5.9 percent (fig. 4). From 1988 to 1989, that rate had increased
more than 8 percent.

Small banks continue to lag their larger counterparts in return on assets partly because larger
firms rely more on less costly nondeposit sources cf loanable funds. Between 1985 and 1989,
return on assets for rural banks rose at an average annual rate of 6.2 percent (fig. 4). Two fac-

tors have helped spur higher returns, a slightly improved net interest margin and a decline in
loan losses (figs. 5 and 6).

Between 1986 and 1989, rural banks’ percentage of problem loans (loans past due 80 days or
more and nonaccruing loans) dropped nearly 14 percent each year. Bank provisions for loan
losses offer information on anticipated loan losses. Rural banks in the South and Northeast ex-
hibited the largest proportion of -nonperforming loans, reflecting deteriorating real estate values
in thcse areas (app. table 1). These problems are not specific to rural areas. Banking Week re-

ported that New England banks experienced the largest increases in loan delinquencies among
all U.S. banks.

Net interest margin has dipped only slightly from its 1985 level of 3.90 percent. Despite fiat and
inverted yield curves (when short-term rates were equal to or greater than long-term rates) dur-
ing 1988 and 1989, the net interest margin for banks increased from 3.80 percent in 1988 to
3.86 percent by 1989. These changes reflect rural banks' abilities to manage the composition of
their assets and liabilities and their rates of return under adverse interest rate conditions.

The recession, worsening of real estate values, stricter capital standards, and higher deposit pre-
miums are some of the factors that could further lower earnings in 1991 and beyond. Lower agri-

cultural subsidies established by the Food, Agriculture, Conservation, and Trade Act of 1990
could also be a downside contributor.

V23
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Rural Banks

Figurs 4
Healthy indicators for rural banks
Return on equity rebounds after 1986, as does return on assets
Percent ’ Percent
12 1.0
" 9 F
10 8 I
9 7 L
8 6 :
1985 86 87 88 89 19856 86 87 88 89
Figure 6 Figure 6
Stabie net Interest margins Fewer problem loans
Net interest margins varled leas than 0.2 percentage Problem loans/total capital ratio has plummeted since
point in the late 1980's 1986
Percent Percent
5 20
18 |-

4 ——

Net interest margins are the : 16 |

difference between interest

earned on loans and the
3 F cost of making those loans

as a percentage of total assets. 14
2 1 1 L 12 1 1 1

1985 86 87 88 89 1985 86 87 88 89

Measures of Profitability

Return on assets is the ratio of net income (profits) to totai assets. its companion measure,
return on equity, is the ratio of net incoma to capitai. Return on assets is useful to compare
how large profits are in relation to the size of the firm. Retura on equity captures how profits
relate to the capital base of the firm. Firm growth and capitaiization can differ. Thus, one
must examine how profits relate to both factors to have a more compilete picture of bank earn-
ings. Net interest margin is defined as the ratio of net interest ir.zome to total assets and pro-
vides a measure of how well a bank is able to manage its asset reiurns in relation to the cost
of funds.
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Rural Banks

Rural banks increased
their lending at a slightly
faster rate than their as-
sets grew during 1988-
89, but began to cut
back on lending in 1990
as the U.S. economy
wavered. Over this pe-
riod, the numbers of
problem loans and
banks in trouble de-
clined.

Loan Growth Up Slightly, But Tighter
Credit Ahead

I n 1989, average rurai bank assets increased at a real rate of 2.4 percent. For the same
period, loans grew 2.8 percent (fig. 7). The loan/asset ratio, an indicator of bank lending and
liquidity, increased from 54.1 percent in 1988 to 54.8 percent in 1989. These figures show that
rural banks maintained a high level of liquidity, as they were increasing their lending activities.
By 1890, banks began curtailing lending because of increased uncertainty over the economy,
new risk-based capital standards, and problems in their real estate lending business.

The significance of the real estate market for rural banks can be seen from the composition of
bank lending portfolios (fig. 8). Almost half of all lending is for real estate. The slump in residen-
tial and commercial real estate ma ' .*s that was once confined to the Southwest has spread
across the country and is expected . hurt many commercial banks as default rates climb. The
problems are more severe for urb::n commercial real estate, where vacancy rates for office
space in downtown areas reached 16.7 percent across the Nation in 1989. But rurai banks have
increasingly focused their real estate activities on housing loans. Between 1985 and 1989, the
share of loans for housing increased from 20.8 percent to 26.2 percent. Thus, rural banks
should be somewhat insulated against the more serious downturn in commaercial real estate.

Sharp drops in residential property values may be less severe for rural banks than for their
urban counterparts because rural real estate vaiues tend to be more stable. Speculation that
fueled strong runups in prices in several urban real estate markets did not carry over as much to
rural areas. Another sign of market stability was that provisions for loan losses, an indicator of
future losses, fell 6.84 percent from 1988 to 1889. Moreover, the percentage of problem loans
to total capital dropped from 13.50 percent in 1988 to 12.54 percent by 1989. Strong agricultural
land values further bolstered rural bank portfolios compared with urban banks.

Coinciding with the decline in problem loans is a decrease in the number of problem banks,
those firms whose problem loans exceed their capital levels. Their number peaked in 1985
when they accounted for 4.7 percent of all rural banks (fig. 9). That number droppad sharply in
1987, followed by smaller declines in 1988 and 1989. Overall, troubles in real estate markets

will probably not hurt rural banks as much as banks with most of their business concentrated in
urban areas.

10 Rural Conditions and Trends < ¥




Rural Banks

Figure 7

Steady bank lending
improved bank profits did not iead to greatly increased iending activity
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Figure 8
Rural bank loans

Diverse loan portfolio iessens rural banks' risks
Other real estate 205%

Home mortgages 26.2%

Agricultural 8.1%

Other 31%

Figure 9
Problem rural banks

Dramatic annua! drops refiect heaithier Industry
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Rural Banks

New Federal banking
rules will eventually
strengthen the capital
reserves of all banks.
But, banks with large
commercial loans could
face problems during
the slowdown.

12 Rural Conditions and Trends

Rural Banks Well Capitalized, But
Could Weaken Under Recession

vital indicator of financial performance that influences return on equity is a firm's capital
base. Bank capital ratios have continued to improve over time (fig. 10). The vast majority
of rural banks are well capitalized, maintaining primary capital levels above the regulated 5.5-per-
cent level. Between 1988 and 1989, the number of undercapitalized rural banks (banks with

capital/asset ratios of less than 6 percent) declined 17.5 percent to 188. The number of failed
rural banks has declined steadily since the peak in 1987 (fig. 11).

Under the legislation reforming the financial services industry, bank capital is affected by new
capital standards. Primarily affecting banks is a capital standard based on the riskiness of their
assets. One effect of the risk-based capital standards is on the pricing of bank products and
services. Because the new capital standards differentiate assets on the basis of risk, preducts
that once required the same amount of capital to back up those assets now will require differant
amounts of capital backing. Holdings of cash and Treasury securities now require less capital
than similar portfclio holdings of commercial or consumer loans, for @xample. Thus, to obtain
the same return on equity, a bank may have to put a higher price on the riskier asset. In 1989,
cash and Treasury securities accounted for 26.9 percent of all nonmetro bank assets, down from
27.5 percent in 1988. Nonetheless, because of the strong capital position of nonmetro banks,
the new capital standards will probably not pose a serious regulatory burden.

The new risk-based capital standards offer an incentive for banks to increasa their market share
of State and local securities that declined dramatically after the enactment of the Tax Reform Act
of 1986, which eliminated tax incentives for banks holding these securities.

At the end of 1985, for instance, commercial banks held 35 percent cf the outstanding $658.4 bil-
lion in State and local debt. By the second quarter of 1988, the bank share had declinad to 22
percent of $737.8 billion. Rural bank holdings of State and local securities also dropped an aver-
age 11.3 percent between 1985 and 1989. By 1989, those holdings accounted for 5.3 percent

of total assets. As the new capital standards become fully implemented, assets such as local ob-
ligations will receive a risk weight no greater than that for mortgage loans. Moreover, rurai gov-

ernments already have some advantage in issuing securities due to a small-issuer exemption in
the 1986 Act.

Rural bond issuers could further be helped by an emerging sentiment among some analysts that
financial institutions might improve their performance by developing market niches such as in
rural areas which may not have become as saturated as other markets. As a result, in 1991,
bank portfolios of State and local securities might increase slightly.

Rural banks are poised to weather the recession, at least in the short run, although their capital
base will probably be diminished. And, bank exposure to commercial lending could cause prob-

lems if delinquencies rise as a result of poor business performance. Ovethead costs under this
scenario could rise as well due to increased monitoring expenses.

Compounding the problem for rural banks with large agricultural portfolios is a scheduled $13 bil-
lion cut in agricultural subsidies to be spread over 5 years. Farmers derive 20 percent of their
net cash income from such payments. Such events could increase loan default rates, causing
banks to draw down profits to bolster loan loss provisions.

To anticipate the effects of a severe downturn in the economy on rural banks, we computed capi-
tal ratios for each firm assuming fuil losses on nonperforming loans that rose to the peak levels
of the 1980's for all banks, 7 percent in Jure 1986. The number of firms technically insolvent (re-
porting negative capital) and capital deficient (having a capital/asset ratio of 0-3 percent) under
the deep recession scenario were compared with current capital ratios. Results indicated that
the number of insolvent tirms declined from 52 to 39 under the deep recession scenario because
nonperforming loans already accounted for more than 7 percent of a few firms’ outstanding
loans. However, the number of capital-deficient firms rose dramatically from 142 to 630. From a
worst-case perspective, the number of weak rural banks would increase more than four times
current levels, but such a scenario would not lead to widespread insolvency.

127  BESTCOPY AVAILABLE
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Rural Banks

Figure 10

Improved capital/asset ratios

Highor capital reserves In relation to total assets reflect heaithler
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Rural Savings and Loans

The outlook for rural
thrifts is grim as losses
centinue to mount and
capital reserves hover
well below regulated
amounts. The industry
will continue to consoli-
date significantly as in-
solvent firms go out of
business or are sold
and as marginal tirms
seek acquisition by
healthier banks or
S&L's.

Rural Thrift Performance Poor and Will
Probably Worsen |

Acombination of factors beginning in the late 1980's that contributed to the severest financial
crisis since the Great Depression continues to plague rurai thrift financial health. Earnings
remain nagative, reflecting both continued losses on assets as well as mismatched interest in-
come and expense (fig. 12). Thrifts are also having trouble generating much nonoperating in-
come by way of asset sales on repossessed preperties because of the glut of such assets in the
market. Many thrifts are having a difiicult time restructuring to comply with the new capital stan-

dards even though many have chosen to shrink their asset base to raise their capital/asset ra-
tios.

Increased operating expenses from higher deposit premiums do not help matters nor do new re-
quirements that thrifts allocate a larger share of their portfolios to home mortgage lending. The
recession deepens thrift problems and will drive more S&L’s from the industry. Intime, the
shakeout will lead to a more stable, albeit smaller, thrift presence in rural markets.

Thrift Earnings Remained Dismal in 1989

Since 1988, thrifts' returns on assets have been negative, reflacting two of the leading tactors
contributing to the crisis in the thrift industry, a narrowing of the difference between interest in-
come and expenses and bad loans. A primary source of income for S&L’s has been long-term,
fixed-rate mortgages, and short-term deposits are the main source of funds. When interest rates
on deposits rose rapidly in the early 1980's, thrifts experienced an erosion of net ircome. Net
operating income has fallen steadily as a result of lower net interest margin and a requirement
that thrifts amortize fee income rather than realize it on a cas!, basis. Net interest margin has de-

clined steadily since 1985, dropping almost 23 percent in 1989 from the previous year, reflecting
abnormal yield curves during 1988-89 (fig. 13).

Loan loss provisions account for most nonoperating expenses, but, as a percentage of loans,
those provisions have surprisingly declined for rural thrifts over the last 3 years. Rural thritt
losses on assets as a proportion of total assets have also declined from their 5-year high of 4.52
percent in 1988 to 3.76 percent in 1989. Thus, while net interest margin is still positive, it is so
low that operating expenses, loan loss provisions, and asset losses turn earnings negative.

The earnings performance of rural thrifts seems to vary by region. Oniy the Northeast reported
a positive return on assets in 1989 (app. table 2). That region also reported the lowest level of
provisions for loan losses. The net interest margin for Northeast thrifts was 0.45, twice as large
as the average net interest margin for rural S&L's in other regions of the country. These results
are somewhat disturbing because of the downturn in real estate in the Northeast. Thrifts are
more vulnerable to conditions in real estate. markets than are commercial banks. But, thrifts’ ex-
posure to residential real estate is much higher than to the commercial reai estate market (fig.

14). Thus, rural thrift profits would be mainly affected by the less severe problems in the hous-
ing market.

Conditions in the Northeast will probably improve little in the near future, at least partly because
of the region's weak general economy. Thus, rural thrift earnings in those States will probably
tall as default rates rise. Thrifts in the Waest, by contrast, already manifest the troutles that have
dogged that region in recent years. The Wast has the worst performar.ce among the four re-
gions. One potential bright spot for western firms is that some State economies, such as

Colorado’s, are starting to recover. As a result, firms in those areas over the next year may im-
prove somewhat.

Thrifts are in poor shape to weather any significant weakening of the general economy. The
poor image of the industry inhibits thrift growth. A little more than hall of all rural thrifts sell stock,
and the industry condition has hurt their firms’ value. Requiring thrifts to invest at least 70 per-
cent of their portfolios in qualified mortgage assets should not resuit in much reallocation activity
of thritt portfolios, but it may constrain thrifts from pursuing opportunities for improving earnings.

14 Rural Condtions and Trends




Rural Savings and Loans

Figure 12
Poor S&L earnings

Negative return on assets refiects industry losses
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Figure 13
Deteriorated net interest margins

Failing net interest margin partly responsibie for low
profits
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Figure 14

S&L loan portfolio

Real estate accounts for more than 85 percent of
S&lL's ioan portfoiio

Home mortgages
741%

Other real estate
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Consumer 9.8%
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Rural Savings and Loans

New Federal regula-
tions requiring in-
creased capital re-
serves are especially
troublesome for the al-
ready cash-poor sav-
ings and loan industry.
Many rural S&L's will
probably not be able to
meet the mandated 8-
percent risk-based capi-
tal standard in 1992.

16 Rural Conditions and Trends oo

Thrifts Will Lend Less as They

Scramble To Meet Higher Capital
Standards

D uring 1985-89, the thrift industry's asset base declined at an annual average rate of 2.6 per-
cent. Many thrifts that are technically insolvent continue to operate despite regulator efforts
to close them. Those thritts and many other marginally capitalized firms sought to expand opera-
tions as a way to grow out of their problems. As they did, they often invested in riskier activities,
hoping to recoup thair previous losses. For many firms, this behavior actually worsened the
problem as real estate markets fell and risky ventures failed.

Lending dropped 4.9 percent per year, even faster than assets during 1985-89 (fig. 15). New

capital standards for thrifts will probably further curtail S&L growth as firms maneuver to comply
with the new laws. '

Thrift Undercapltalization Makes Compliance With New Standards Ditficuit

Rural thrifts are generally undercapitalized (fig. 16). In 1988, 68 S&L's failed, compared with 40
in 1989. The rural thrift industry shrank more than 10 percent over those 2 years. The number
of problem thrifts also declined from 146 in 1988 to 98 in 1989 (fig. 17). More than 13 percent of
all rura! thrifis are technically insolvent but remain in operation. Becausa those firms have little
hope !or staying in business, the number of fifms will shrink even further. The spaed with which
the Resolution Trust Corporation {the Government agency created to dispose of the assets of
failed S&L's) acts to close these firms will dictate how drastically the industry will contract. The
loss of firms that were aggressively bidding up deposit rates should benefit remaining firms by
eliminating the "premium" these firms paid for funds that competing solvent firms also had to pay.

Until recently, thrifts were able to inflate their true financial condition by including intangible as-
sets such as goodwill and servicing rigihts in their calculations for capital. However, the new cap-
ital standards are stricier in dafining capital, excluding consideration of intangible assets. Many
thrifts appear unabia to meet both the core capital standard of 3 percent and the more stringent

risk-based standard of 8 percent by 1992. In particular, over 12 percent of solvent rural S&L's
are unable to rmeet the 3-percent standard.

Few options remain for thrifts to comply with the new requirements. Two ways to raise capital
for firms are to increasa profits or to sell stock, but the weak financial condition cf many of these
tirms constrains these options. Many thrifts have begun shrinking their asset base as a way to
increase capital/asset ratios. One recent Office of Thrift Supervision report found that 69 per-
cent of all capital-deficient thrifts shed assets in the third quarter of 1989, compared with 36 per-
cent of capital-sufficient firms. One problem with this strategy is the potential dilution ot asset
quality as the most salable assets are those with the best balance of risk and return. Although

this strategy effectively raises capital/asset ratios, some firms may commit more capital to higher
risk assets that are not as easily sold.




Rural Savings and Loans

Figure 15
Thrift lending has falien off since 1985
Rural borrowers find credit tighter at S&l's
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Figure 16
Dangerously low rural thrift capitalization
industry improved siightiy since 1987, but stiii weak
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Figure 17

Failed and problem rural thrifts

The number of problem S&L's seems to have peaked in 1986, but the
number that faiied peaked in 1988
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Rural Credit Unions

Rural credit unions
represent a small and
specialized lending
segment of rural credit
markets. Conservative
lending practices, good
earnings, and sufficient
capital levels should
keep credit unions per-
forming well for 1991.

Credit Unions on Sound Footing,

But Could Be Buffeted by Economic
Downturn

tredit unions have so far avoided the problems that have hung over the thrift industry and

have now started to afflict the banking industry. These firms have typically emphasized
lending to members for personal loans (fig. 18). They have not engaged in many of the risky ac-
tivities that got S&L’s into trouble in the 1980's. These steadier investments are reflected in tair
earnings performance and high tiquidity for credit unions (app. table 3).

Loan delinquencies were down about 8 percent in 1989. But, the number of problem rural credit

unions for 1989 accounted for 4 percent of all such institutions, a higher percentage than for
banks.

Credit unions have reserve requirements that differ from those of banks and thrifts. Certain
credit union assets such as cash and Government-guaranteed investments and loans are not
considered risk assets. For other assets, the risk factors for credit unions do not vary as do
those for banks and thrifts. Thus, 100 percent of the risk asset is counted as risk. Reserve set-
asides from gross income are mandated and differ by size and age of the firm. Smaller firms,
those with assets of less than $500,000, are required ta set aside higher reserves than larger
firms. The industry as a whole is well capitalized. The credit union regulator, the National Credit
Union Administration (NCUA), claims that, measured by bank risk-based capital standards,
credit unions would have an average capital ratio above 10 percent.

Credit unions appear better insulated from the slump in real estate values than thrifts, but a re-
cession could result in more defaults on other loans thesa firms extend. Fearful of losing jobs
and faced with possible higher taxes, consumers cut their purchases of goods and services.
The resulting slowdown in consumption could hurt credit unions because of their specialization
in consumer lending. This phenomenon, together with increased lender conservatism, explains
why loan growth has siowed in the last year. Lenders may continue to be cautious through 1991
and beyond if weak aconomic conditions persist. Lower earnings and capital are expected

under this scenario, but credit unions should weather these problems with much less trauma
than the thrift industry.

18 Rural Conuitions and Trends
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Rural Credit Unlons

Figure 18
Rural credit unions’ lending

Credit unions are less exposed to troublesome real estate
than banks, SklL's
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Rural Credit Markets

The recession and new
regulations will sap the
strength of many rural
lenders. Rural borrow-
ers may face tighter
credit supplies for 1991,
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Outlook for Rural Credit Markets

or depository institutions serving rural areas, 1989 was a mixed bag. Rural commercial

banks improved their earnings and capital base. Their level of problem loans has steadily
declined, reflecting the boan quality of these firms. Rural credit unions, representing a smail and
specialized segmaent of rural credit, still posted satistactory earnings and appear well capitalized.
By contrast, the poor financial performance of rural thrifts mirrrs the troubles of that entire indus-
try. Earnings are still weli below zero on average, and capitalization levels average below the

new 3-percent core capital standard, and even further below the 8-percent risk-based require-
ment.

Since 1989, several adverse developments have begun affecting the profitability and health ot
these financial institutions. The longest economic expansion in U.S, history has ended. Like the
general economy, the residential real estate market has also suffered. A weak economy means
higher loan delinquencies and, thus, lower earnings for financial institutions. Despite troubles in
real estate markets, rural financial institutions may be less adversely alfected than their urban
counterparts where markets have been much less stable. As economic uncertainty clouds the
optimism of consumers, demand for loans has fallen and is expscted to stay down. Because of
their consumer iending focus, credit unions could be more affected by a cooling in consumption.
Advarse economic prospects will hurt rural banks and credit unions, but because they enter this
period in good finan<ial condition, they are expected to endure.

Major new reguiatory changes for the banking and thrift industry have begun to affect rural
banks and S&L's. Anticipating ths strict risk-based capital requirements and restrictions on thriit
lending activities, rural S&L's have begun to restructure their operations. Most thrifts have
shrunk in asset size as a way to inflate their capital/asset ratios. The last 2 years have wit-
nessed the loss of 10 percent of rural thrifts, and further consolidation will continue over several
years. Tha loss of these firms may be scmewhat overstated because many were taken over by
healthier banks and thrifts seeking new markets or economies of scale. Surviving bank and thrift
net operating expenses should improve fram the liquidation of insolvent thriits that aggressively
bid up the cost of deposits for competing firms. Thrifts remaining in rural areas will probably be
smalier but healthier than before the thrift crisis and industry reform.

For rural borrowers, the most noticeabie sign of hard times for their financial institutions may be
tighter credit requirements and lending activities than in 1989. Financial institutions have al-
ready begun scrutinizing the creditworthiness of potential borrowers more closely as well as tak-
ing a harder look at the types of activities being funded. Qualified rural borrowers still should
find adequate credit for their needs. but higher risk borrowers and those hoping to fund higher
risk ventures are finding credit harder to come by and more costly. For rural governments. risk-
based capital standards may in time improve the market for local securities. .




Deposit Insurance Reform

Although originally
meant to stem bank
runs, deposit insurance
provided an incentive
for financial institutions,
particularly thrifts, to en-
gage in riskier activities.
Several proposals to re-
form deposit insurance
have been offered, and
the consequences for
rural financial markets
are unclear.

Many Rural Banks, Thrifts at Risk in
Current Deposit Insurance Scheme

by Daniel L. Milkove

The deposit insurance system in use since 1933 is now undergoing close scrutiny as a direct
result of the savings and loan debacle and the sarious, but less severe, problems that have
afflicted commercial banks in recent years. Any reform ot deposit insurance that may resuit from
these studies would be designed primarily to preclude future problems rather than to aid in clean-
ing up the existing situation. And deposit insurance is not the scle mechanism under consider-
ation for bringing about this goal. Capital standards have already been significantly revised, and
the regulatory framework governing financial institutions may face new reorganization going be-

yond that mandated by the Financial Institutions Reform, Recovery, and Enforcement Act of
1989 (FIRREA).

Analysts retrospectively agree that bad incentives associated with current deposit insurance are
important factors in explaining why mismanagement of a large group of savings and.loan associ-
ations (S&L's) is going to cost taxpayers hundreds of billions of dollars uver the next 30 years.
But why did it take half a century to discover these weaknesses, and why did the system seem-
ingly work so well before the 1980's?"

Deposit Insurance: A Remedy for Bank Instability?

Deposit insurance was devised to stop bank runs. In the past, if one bank failed or was known

to be in a precarious position, people would swarm to other banks and demand that their sav-
ings and checking accounts be returned as cash in an attempt to avoid personal losses. Fears
over spreading problems at tines became self-fulfilling prophecies. Banks with fundamentally
sound balance sheets !acked the liquidity to meet large-scale currency demands, because ioans
could not be quickly converted to cash. When cash did run out, banks were forced to close their
doors. But holders of insured deposits no longer feared possible financial ruin and, theretore,
had little motivation to remove deposits from troubled financial institutions.2 More recently,

many people discovered the unfortunate facts that some firms had no insurance and not all insur-
ance is created equal, as shown by several State insurance programs that ran into trouble.

The downside of protecting depositors is that they did not need to keep close tabs on what the
managers of banks and S&L’s were doing with their deposits. Lack of oversight was rarely di-
sastrous when financial companies were strictly circumscribed by legislation and regulators in
what constituted permissible behavior. S&L's took in savings deposits and made safe residen-
tial mortgage loans. Commercial banks made inherently riskier business loans but carefully eval-
uated loan applications and had access to stable, inexpensive checking account funds on which

no interest had to be paid. However, deregulation, world economic events, and new technology
changed the tinanciai environment. '

Deposit deregulation solved one recurring problem for financial institutions, that of disintermedia-
tion, in which deposits flowed out of financial institutions. Previously, if market interest rates
rose above the levels banks and S&L’s were permitted to pay their depositors, people would re-
move some of their funds and seatch for superior investments. In turn, this situation limited the
ability of financial institutions to meet "legitimate” loan demand. As interest rates rose in the
1980's, financial firms were authorized to compete for deposits by offering higher interest rates.
Thus, firms could lend to borrowers willing and able to pay the even higher loan rates. But, on
paper most S&L's (and some banks) quickly became insolvent because of the maturity mis-
match between assets and liabilities. Residential mortgages, their primary asset, came with
fixed loan rates and long terms, but deposit liabilities often turned over in weeks or months.

! Atleast some analysis were aware from the very beginning ot potential pitfalls in the depositinsur-
ance system (Barth, 1990),

2 50me researchers believe that the Federal Reserve (the Fed) could have prevented bank runs, of
atleast minimized their harmiul effects. had it been more forthcoming in behaving as the lendor of
last resort. That is. the Fed should have supplied the necessary cash to sound banks, 30 thal, just as
with deposit insurance. psople would have seen that thew bank deposits were not endangered.

b
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Deposit Ingurance Reform

Besides being insolvent in an economic sense (amounts owed as liabilities exceeded current
market values of assets), thrifts showed large losses as they paid more interest to depositors
than was earned from borrowers.

Deposit insurance Goes Awry

The Government (executive branch, Congress, and regulators) took a two-part approach 1o sav-
ing the thrift industry. First, policymakers pressed for lower interest rates so that interest >.rned
on assets would once again outstrip interest paid on liabilities. Under a policy called regulatory
forbearance, weakened institutions were aliowed to remain in operation in the hope that they
could recover. This scenario did come about, although not in time to rescue all S&L's. Second,
policymakers passed legislation and regulations that were intended to let S&L's save them-
selves by growing and finding additional sources of income. Managers at a sizable minority of
firms jumped at the opportunities to enter new markets, such as commercial redl estate and junk
bonds. One might have expected shareholders to defend their interests by reining in the manag-
ers, because shareholder equity is not protected by deposit insurance. Howaever, too often the
shareholders either failed to perceive the danger, were themselves tha managers, or benefited
personally from foolish loans that led to the eventual demise of their S&L.

Outright fraud apparently became rampant, but mismanagement was probably the major culprit.
Managers lacked familiarity in assessing risks associated with loans in new lines of business.
Worse, risk analysis was ignored under the misguided assumption that favorable economic
trends would continue unabated. Many loans that now look ridiculous (and should have been so-
judged all along) might have been repaid if oil prices had foliowed optimistic predictions and
gone higher instead of lower in the 19380’s. As the real estate market collapsed in the Southwest
energy States, borrowers could not pay off loans by selling their investments at a profit.

Deposit insurance placed the final nail in the coffin, making the ultimate costs much higher than
would otherwise have been the case. As loans began to go bad, insurance and deregulation
helped ailing thrifts attract increasing levels - { deposits by oftering premium interest rates.

These funds were used to make risky loans with potentially high profits. Owners had nothing to
lose because their stock was already worthless, and insurance meant that depositors needn't
concern themselves over the health or behavior of the financial firms. if regulators had been will-
ing and able to close S&L's as they first became insolvent, resolution costs would be lower for
two reasons. First, deposit rates would ba less if sick thrifts were not bidding up the rates. Sec-
ond, many of the bad loans would not have been made.

Reforming Deposit Insurance

Various suggestions have been put forward concerning how best to reform deposit insurance,
ranging from modifying the current system to scrapping Federal insurance entirely. Cne of the
less drastic proposals would reduce the maximum insured deposits held by a single depositor,
perhaps introducing coinsurance above some level. With today's $100,000 limit, brokers can
easily assembie large blocks of brokered deposits to be placed with the highest insured bidder.

If regulators further make clear their intentions to let even a large bank fail, some feel that depos-
itors will of necessity take a closer look at what their financial institutions are doing.

Risk-based deposit insurance is grounded on the idea that financial institutions that place
greater potential claims on the insurance funds by partaking in riskier activities should pay for
that privitege through higher insurance premiums. Even if the premium is .0t sufficient to cover
the plauzibls outer range of that bank’s loss, or by itself force the firm to modity its behavior, pub-

lic knowledge of an unusually high premium might produce credible pressure on the bank from
those facing losses if the bank failed.3

A more serious revision involves restricting what can be done with insured deposits. Litan's
(1987) "narrow bank" could only invest insured deposits in safe assets such as Government se-
curities. Bryanr {1988) takes this idea even further. He extrapolates from trends toward
securitization to contend that financial institutions should specialize in either deposit-taking or

3 possible losers would include holders of stock and subordinated debt and uninsured depositors.
The latter group bacomes more important it this proposal i1s suppiemented by reduang maximum-
insured deposits or by a copayment requiement.
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tending activities.* Federal insurance would continue only for depository institutions, but with lit-
tie risk because of the safe uses to which tha deposits would be placed.

Ely (1990) suggests that Federal deposit insurance is an inherently unworkoble system. He be-
lieves that banks should create their own private insurance system. Groups of banks would
guarantee member deposits, with arrangements made for reinsurance from other bank coali-
tions. If a bank failed, capital from other banks would be used to pay off depositors if insurance
funds were not sufficient. The profit motive would lead banks to devise a system in which banks
that carried out riskier activities would be charged insurance premiums commensurate with that
risk and be closed before becoming insolvent.

Outlook for Deposlt insurance Reform for Rural Financlali Markets

How rural communities and financial institutions will fare if any of these proposals come into
force is unclear. Both rural and urban communities would favor anything that eliminates or mini-
mizes financial disruptions caused by failing financial institutions. But, even if reforms bring
about the desired goal, at what cost is stability achieved? A balance must be struck betwee
the need for depositor protection and the need for loans to be made that carry some degree of
credit risk. None of the proposals intend to cut into "legitimaie™ loan demand, but the actual out-
come is unknown. For example, if banks police each other as in E'y’s suggestion, would they in-
stitute overly conservative policies or simply tru it each other's instincts?

The Independent Bankers Association of America (IBAA), representing most small banks and
hence most rural banks, is against any reduction in the $100,000 fimit on insured deposits.

IBAA apparently fears that its members would compete less successfully for funds with a lower
limit. Their reasoning is that regulators will not parmit large banks to fail, because such an event
might panic financial markets. Thus, all deposits at large banks are implicitly insured, providing
an incentive for large depositors to deal exclusively with large banks.

Preliminary June 1990 bank data may shed some light on this issue. The average rural-head-
quartered bank held 16 percent of its deposits in accounts above $100,000. With $63 billion in
321,000 large deposit accounts, these banks averaged $197,000 per account. These large ac-
counts with deposits almost twice the maximum-insured amount exist despite publicity surround-
ing the fact that depositors at some small failed banks have lost part of their uninsured funds. Al-
though a lower insurance limit might cause some depositors to move their funds, the evidence
does not suggest that rural banks are likely to face huge outflows of deposits.

For Additlonal Reading...

Barth, James R. "Post-FIRREA: The Need to Reform the Federal Deposit Insurance System.”

Presented at the 26th Annual Conference on Bank Structure and Competition, Federal Reserve
Bank of Chicago, May 9-11, 1990.

Bryan, Lowell L. Breaking Up the Bank: Reth! «ing an Industry Under Siege. Homewood, IL:
Dow Jones-lrwin, 1988.

Ely, Bert. "Making Deposit Insurance Safe . nrough 100% Cross-Guarantees.” Written for the
National Chamber Foundation with a sumraary provided at the 26th Annual Conference on Bank
Structure and Competition, Federal Rescrve Bank of Chicago, May 9-11, 1990.

Litan, Robert E. What Shouid Banks Do? Washington, DC: The Brookings institution, 1987.

s

4 Bryan actually discusses other acuvites inwhicha firm rmight specialize, such as credit insurance
or investment banking. Securitization makes it possible for firms to perform the activity that they do
best. In partcular, lunders cculd process and service loans without having 1o worry about handiing
depositors or ManagIng interest rate nisk on loans held by invesiors rather than the lender.
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The recent legislation
enacted to reform finan-
cial markets in general
and the thrift industry in
particular imposes strict
new risk-based capital
standards, requires
S&L’s to focus more on
mortgage-type lending,
and increases the cost
of deposit insurance.
Among these provis-
ions, the capital stand-
ards affect thrifts the
most. Thus, the num-
bers of rural thrifts could
contract by 20-25 per-
cent over time.
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Rural Financial Institutions After
FIRREA

by Clifford Rossi_

ongress enacted the Financial Institutions, Reform, Recovery, and Enforcement Act of 1989
(FIRREA) to reform and rescue the savings and loan industry. That act has significantly re-
structured the thrift industry with repercussions for other financial institutions as weil.

Among the most significant changes affecting thrifts are risk-based capital standards, limitations
on nonme jage landing activities, and increases to deposit premiums. Most thrifts are overhaul-
ing their operations to comply with the regulations. FIRREA means the shrinking of not only the
number of S&L's but also of the size of firms left in operation. Thrifts will focus their activities
more on fraditional lending areas, such as homa mortgages, and away from junk bonds, direct in-
vestments, and other risky types of assets. Consolidation and contraction of the industry should
lead to more stability in financial markets. in the short term, credit supplies will be tighter as
firms seek to slim down to meet the capital standards. Lending requirements will be strength-
ened, but qualified borrowers should be able to acquire funds.

New Capital Standards To Shrink Thriit Industry

Ot all the FIRREA requirements, none have more potential for changing the structure of the in-
dustry than the new capital requirements. Thrifts must meet a basic requirement that their levels
of common equity capital exceed 3 parcent of total assets. Firms aiso must keep levels of total
capital above 8 percent of risk-weighted assets. Assets are categorized into several groups ac-
cording to their degree of risk. For example, cash and short-term Treasury securities do not
count toward total risk assets. Consumer loans, however, weuld be counted at 100 percent and
first mortgags residential loans at 50 percent.

Thrifts must meet both standards to comply. Failure to do so could result in growth restrictions.
But, FIRREA does not place thrifts at an unfair disadvaniage with these tougher requirements.

Rather, the act evens out the playing field by forcing thirifts to meet capital standards as restric-
tive as those imposed on national banks.

How many rural S&L's are undercapitalized according to the new standards can be approxi-
mated by examining recent financial reports. According to 1989 data, just over 80 percent of all
rural thrifts would pass the FIRREA capital standards, and the margin of safety is substantial. Al-
most 18 percent of rural S&L's would fail the most restrictive standard, the risk-based require-
ment. When ali capital standards are phased in, rural thrifts will probably face a deficit of $4.38
billion. This amount, equal to about 3 percent of total assets, will be a prodigious sum 1o raise in
a market stricken by a lack of public confidence. Nearly all of that capital deficiency is for techni-
cally insolvent rural thrifts. For those 121 firms possessing a capital deficittotai assets ratio of
27.7 percent, any realistic strategy to raise capital would fail well short of requirements.

The alternatives for raising their capital/asset ratios are few and depend upon the profitability of
the firm or access to capital markets. Thriits czan raise capital by increasing profits or selling
shares of common stock. However, rural thrifts have lost money for years on average. That
kind of earnings history and the quality of asseis complicates raising capital as a strategy for
truly capital-impaired rural thrifts and will not vault them into compliance. Moreover, only a little
over half of rural thrifts can sell shares of stock.

Some firms will seek a merger as a way to stay in operation, but even these options are limited
for very weak firms. Desirable attributes of target firms for acquisition include stable, relatively
good earnings performance and a quality asset portfolio, among other factors. Rural thrifts may
be further disadvantaged by generally poorer economic performance in their service areas com-
pared with their urban counterparts that could turn oft would-be acquirers.

Assaet shrinkage is a tactic that has been aggressively used by many thrifts to comply with the
standards. Firms can theoretically sell off assets to remove them from counting toward their
asset base. But, the market has bacome saturated with such assets, complicating compliance
for many highly leveraged thri{ts. -The slump in real estate values and activities by the
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Resolution Trust Corporation in selling assets of defunct firms taken over by the Government
worsen this problem.

Most rural thrifts can meet the new capital standards. But, 20 percent are unable to meet them
and have few options for improving their status, signaling further significant contraction in the
number of rural thrifts. Most of these deficient firms are technically insolvent anyway. Their exit
from the industry, while certainly disruptive, will tend to stabilize markets over time, reallocating
credit from risky activities to those that are perhaps more beneficial to local areas.

Back to the Basics for Thrifts--Renewed Interest in Mortgage Lending

Like SIRREA's capital standards, the qualified thrift lender test will lead many thrifts to reallocate
their portfolios. This new provision requires thrifts to keep more than 70 percent of their portfolio
in certain types of mortgage assets. Under the new rule, about 28 percent of all rural S&L's
would be out of compliance. Their average qualified thrift lender ratio of mortgage assets to total
assets is just over 57 percent. Rural thrifts on average had 74 percent of total assets in housing-
related investments, much more than the qualified thrift lender standard. Furthermore, capital
adequacy and holdings of qualitied thrift assets seem to be related. Forty-five percent of all
thrifts failing the 3-percent capital standard also fail the qualified thrift lender rule.

By contrast, 22 percent of thrifts passing the capital standard tail the qualified thrift lender rule.
Firms failing to meet both that rule and capital standards may be forced to shrink asset base as
they also reallocate remaining assets to housing-related investments.

Operating Expenses To Rise Slightly With Higher Deposit Premiums

FIRREA raises deposit premiums for 1891-93 from $0.208 per $100 of deposits to $0.23 per
$100. Betwoen 1994 and 1997, premiums fall back to $0.18 per $100 and then decline to $0.15
per $100. Higher premiums on deposits will cut into already minimal thrift profits. As a propor-
tion of operating expense, however, the premium hikes add less than 1 parcent to operating
costs of rural thrifts. These additional costs by themseives will not lead to the immadiate insol-
vency of rural S&L's.

FIRREA: A Bitter Pill for Thrifts But Stabilizing Force for Rural Financial Markets

Although most solvent rural thrifts comply with the new capital standards, these requirements
may cause the number of rural thrifts to decline by as much as 20-25 percent over the next few
years, Contraction of the industry is not particularly harmtul. Rural thrifts still account for only
about 20 percent of total deposits among depository institutions, and more than 11,000 rural
banks and credit unions serve rural areas. In many instances, the assets of defunct thrifts will
be bought out by other financial institutions with a minimum disruption to depositors and borrow-
ors. One positive aspect is that contraction may help surviving thrifts and banks lower their cost
of funds that increased due to aggressive bidding for deposits by weak thrifts.

in the short term, rural borrowers can expect tighter lending requirements and slower loan
growth by firms. Borrowers and lenders alke have been affected by the decline of the thrift in-
dustry, the cost to bail out ailing thrifts, and now the possibility that the bank insurance fund may
need similar restructuring. Creditworthy borrowers need not fear that lending will evaporate.
Rather, thrifts and banks will pursue more prudent lending practices than have deen followed in
the past, meaning the financing of less risky investments such as housing.
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Appendix: Data Sources

Several sources of secondary data were used for this report. Commercial banks, savings and
loans, and credit unions are all required to file periodic reports to their respective raegulatory

agencies. The reports generally contain balance sheet and income statement information, al- L
though the types of depository institution reports are different. ?"

Commercial Banks_

We used data on all commercial banks located in the 50 States and insured by the Federal De-
posit Insurance Corporaticn (FDIC) reporting nonzero assets and deposits. All income, portfolio,
and balance sheet information for these firms comes from the Report of Condition - Report of In-
come (RCRI) database of the Board of Governors of the Federal Reserve System (FRB or “the
Fed"). Data on rural deposits were derived from the FDIC's Summary of Deposits database.

Savings and Loans

We used data on all U.S. S&L's reporting nonzero assets and deposits and reporting to the Of-
fice of Thrift Supervision. The data were taken from two sources: the Thrift Financial Reports
and the Office Deposit Report of the Office of Thrift Suparvision. Information regarding the ef-
fects of qualified thrift lender standards on rural S&L’s came from staff of the Qtffice of the Chief
Economist, Office of Thrift Supervision.

Credit Unions

We took credit union data from the 1989 Year-end Financial and Statistical Report of Credit
Unions of the National Credit Union Administration.
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Appendix Tables

Appendix table 1—Average operating characteristics of rural banks, 1989°

Assets Regions
ltem Under  $100- $300- $500
'ﬁrAr:s $100 $300 $500 millionto sﬁ;ﬁi:) n South  Northeast C’i‘:‘?& Waesit
million million million  $1 billion
| Number
Firms 6,968 6,122 776 38 18 14 2,588 219 3,580 581
Thousand dollars
Net income 539 335 1,533 3,678 7,370 17,539 581 1,685 452 464
Assets 55,021 35380 149,734 371,074 679,314 1,733,614 64396 159,702 43,152 46,945
Percent

Loan/deposit ratio 62.06 56.86 64.53 72.30 88.68 79.20 62.00 80.41 58.79 58.25
Loan/asset ratio 54.83 50.63 57.13 62.08 75.92 66.35 54.80 69.05 52.14 5§1.97
Net interest margin 3.86 3.83 3.77 3.7 4.38 430 3.84 4.29 3.70 4.32
Return on assets .98 .95 1.02 .99 1.08 1.01 .90 1.06 1.05 .99
Return on equity 11.45 10.37 12.49 12.95 15.78 15.25 10.5¢ 13.36 11.89 12.18
Capital/asset ratio 9.35 9.95 8.96 8.38 7.69 7.32 9.07 9.61 9.33 8.53
Loan loss

provisions/

total loans .68 .68 .59 .56 1.14 .82 .85 .76 .46 .62

1Weighted averages are given for items other than number of firms.
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Appendix Tables

Appendix table 2—Average operating characteristics of rural savings and loans, 1989°

Assets Regions
Item Under  $100- $300- $500
I sto0  $300  §500  millionto mogiﬁi’on South Northeast Jeont — Wes!
million million million  $1 billion
Number
Firms 909 639 211 33 16 10 396 66 363 84
Thousand dollars
Net income -381 -165 -433 -2,387 -3,438 -1,561 -338 22 -466 -558
Assets 123,175 45,507 160,372 348,752 729,732 2,586,379 103,460 128,367 148,217 105,782
Percent
Loan/deposit ratio 66.42 75.03 78.62 85.95 76.07 58.30 78.38 96.58 67.10 77.90
Loan/asset ratio 55.30 68.09 69.12 72.29 62.33 40.22 69.03 80.05 53.22 66.63
Net interest margi 27 .45 .33 42 -24 14 19 .45 .28 .38
Return on assets -.31 -.36 -27 -.68 -47 -.06 -.33 .02 -32 -53
Return on equity -14.43 -9.11 -13.74 -14.06 * -1.98 -461.61 27 -10.47 -22.83
Capital/asset ratio 2.14 3.99 1.97 4.87 b 3.02 .07 6.39 3.01 2.31
Loan loss
provisions/
total loans 41 .48 .26 .52 29 .34 32 18 .40 67

= Capital and net income less than 0.
= Capital less than 0.
Weighted averages are given for items other than number of firms.
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Appendix Tables

Appendix table 3—Average operating characteristics of rural credit unions, 1989"
Assets Regions
item Under $100- $300- Over
fif\r:s $100 $300 $500 $500 South  Northeast Ch;?‘?h | Wast
milion  milion _ million __ miliion ra
Number
Firms 4,302 4,244 53 2 3 1,376 653 1,464 809
Thousand dollars
Net income 79 63 114 1,787 -1,370 79 68 75 89
Assets 13,540 6,386 153,449 444,004 756,671 8,085 7,397 20,999 14,082
Percent

Loan/deposit ratio 48.35 75.06 63.05 46.88 49.59 70.21 73.90 26.04 71.00
Loan/asset ratio 42.99 68.38 57.99 41.00 4521 63.79 67.97 22.56 65.06
Net interest margin 2.56 421 3.24 1.96 49 3.76 3.91 1.38 3.84
Return on assets .58 .98 74 40 -.18 .98 .86 .36 .64
Return on equity 11.30 11.86 11.03 10.71 -5.44 12.28 12.45 11.43 9.24
Capital/asset ratio 5.16 8.26 6.73 3.76 3.33 8.00 6.91 3.13 6.87
Loan loss provisions/

total loans .66 .58 .88 21 1.55 .60 .64 A8 .91

1Weighted averages are given for items other than number of firms.
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_.Overview

Many observers be-
lieve the recession that
started in July 1990
may have ended. The
recovery is expected to
be moderate after the
relatively mild reces-
sion.- Just the ending
of the recession is
unlikely to significantly
lower unemployment
rates in remote, less
developed rural coun-
ties with sizable minori-
.ty populations.

‘National Recovery May Have Begun

he National Bureau of Economic Research pegged July 1990 as the beginning of the

recent recession. Many analysts believe the recession boitomed out sometime between
April and June 1991. The four indicators generally used to identify the star of the recession
have trended up during the first half of this year. And, the composite index of leading indicators
calculated by the Bureau of Economic Analysis at the Commerce Department posted its fourth

monthly increase in May. Only time will tell if these improvements mean the trough of the
recession has been reached.

Observers uxpact this relaiively mild recession to be followed by moderate recovery. Adminis-
tration estimates put real gross national product (GNP) growth at just over 3 percent in 1992,
And, with moderate GNP growth, unemployment is expected to deciine less tha1 half a
percentage point from 1991 to 1992. Rural unemployment rates are higher than urban
unemployment now and will undcubtedly remain so. Significant reductions in rural unemploy-
ment rates have historic lly required quite robust and sustained national growta.

Changes in employment and unemployment generally lag rising tactory orders. Manutacturers
might have inventory to sell befcre they rehire laid-off workers to produce more of their
products. And, employment in retail and personal service industries might not rebound until
workers returning to jobs in other sectors regain their purchasing power.

There is also a time lag in the availability of rurl employment and unemployment data. We
report annual change from 1989 to 1990. Because 1990 includes the last 6 months of
expansion and the first 6 months of the recession, the annual change cannot give us a specific
look at the rural amployment and unemployment changes caused by tha recession. The
Current Population Survey and Bureau of Labor Statistics both report declining employment and
increasing unemployment between the first quarters of 1990 and 1991.

Rural counties with high percentages of Blacks, Hispanics, or Native Americans had unemploy-
ment rates substantially higher than the national average in 1990. The minority population in
these rural counties is 25 percent or more of the total population. And, large proportions cf the
minorities who live in rural areas live in these minority counties (see definition, p. 11). Thus,
increased local employment opportunities would benefit at least some of a sizable proportion of
rural minorities. However, just coming out of the recession might not significantly irncrease
employment in rural minority counties because many of them are geographically isolated and
many are disadvantaged by little economic development. [Linda Ghelfi, 202/21 9-0547]

Nonmetro minority counties
Nonmetro Blacks and Hispanics concentrated in South and Southwest

I Hispanic
i} Native Americen
i} Hispanic and Native American
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‘National Ecgnomic Conditions ?

The economy entered
a recession last July.
Data suggest the
downiturn ended in the
second quarter of
1991, and a new ex-
pansion has begun.
Many analysts expect
growth to be less ro-
bust than is typical for
the beginning of expan-
sions.

4 Rural Conditions and Trends, Summer 1991 ’

" through the first half of this year; the prime rate droppad from 10 parcent in early January to 8.5

Mild Recovery Expected

n Apxil, the Business Cycle Dating Committee of the National Bureau of Ecoromic Research

designated July 1990 as the peak of the last expansion and the baginning of the recent re-
cession. Four economic indicators that the Committee used to establish the peak suggest that
a new expansion is underway. Nonfarm employment turnad up in May, the first increase since
June 1990. Real disposable parsonal income and real manufacturing and trade sales have
risen from a January low. industrial production began increasing in April.

Other developments provide a setting for growth in the economy. Interest rates declined

percent in June. Inflation pressures eased as the Consumer Price Index grew at an annual
rate of § percent for the 6 months ending in May, down from 6.9 percent for the 8 months
ending in October 1980. Both low interest rates and declining infiation bolster prospects for
interest-sensitive consumer and business spending.

The actual point at which the economy reaches its low and begins improving is hard to predict.
However, two recent survays point to a second-quarter trough. Sixty percent of those surveyed
by the National Association of Business Economists {NABE) believed that the trough would
occur in the second quarter. In the Biue Chip Economic Indicators survey, the maijority of
economists pointed to a May or June trough. However, in both surveys, about 30 percent of
the respondants expected the recession to last beyond the second quarter of this year.

How Strong a Recovery?

Economic growth is usually quite strong in the first year after the end of a recession, but this
recovery may not be as strong. Excluding the unusually short expansion of 1980, expansions
over the last 20 years have typical gross national product (GNP) growth in excess of 5 percent
during the first year. Interest ratas—perhaps due to lower expected inflation—continue to
slide in the early part of an expansion, and the exchange value of the dollar tends to rise
slightly. With the surge in proeduction, demand for labor increases and unemployment rates fall.
The U.S. civilian unemployment rate has falien on average by 1.4 percentage points and the
nonmetro unemployment rate by a slightly smaller 1.3 percentage points.

The current outiook, however, iz for a weaker than normal recovery. Relatively slower growth
is not surprising since historical data suggest that mild recessions are followed by moderate
rebounds. Both the administration and the Congressional Budget Office are foiucasting
relatively modest growth in the beginning of the expansion, with growth in real GNP of just over
3 percent for 1992. The U.S. civilian unemployment rate will therefore also fall less than
average, with a decline of about 0.1 to 0.4 percentage point from 1991 to 1992,

Implications for Rural Unemployment

The unemployment rate typically is slow to recover in an economic rebound because employers
tend to be more cautious in hiring than in laying off workers. The rate may actually increase
early in the recovery as discouraged workers, those who are jobless but have given up looking
tor work, reenter the labor force and resume job hunting in the improved economic climate.

Preliminary research suggests that discouraged workers continue to move back into the {abor
force well over a year after the onset of a rebound. Because rural areas have dispropor-
tionately miore discouraged workers than urban areas, the gap between the rural and urban
unemployment rates may widen slightly in the early part of the ecovery. Such an increase
does not reflect worsening overall conditions in rural areas so much as it reflects a more
complete count of those who had been jobless and desiring work during the recession.

[Analysis reflects data as of June 14, 1991. Karen Hamrick, Elizabeth Mack, Ralph Monaco,
202/219-0782.]
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National Economic Conditions

Economic performance in the first year of an expansion
Real GNP grows rapidly during the first year of an expansion

Economic variable Average first year performance’
Percent change
Real GNP? 5.3
Exchange value of the doliar’ 3.4
Percentage point change
Prime rate® -1.8
U.S. civilian unemployment rate® -1.4
Nonmetro unemployment rate® -1.3

Note: The 1980 recession was excluded from this analysis because analysts generally agree that it was
atypical. Not only was it the shortest recession on record, but it was also exacerbated by the imposition
of credit controls.

'From trough quarter to same quarter in the following year.

2pvarage of recessions in 1969-70, 1973-75, and 1981-82,

3average of recessions in 1973-75 and 1981-82. The 1969-70 recession was excluded because the
exchange value of the dollar was fixed during that period; nonmetro unemployment data are not available
for 1969-70; and the U.S. civilian rate was computed for the same recessions as the nonmetro rate for
comparability.

Average quarterly change in real GNP!

GNP growth Is typically strong early In an expansion...
Perceniage change from previous quarter

4T 4 3 2 1| Trough |_1 2 3 4
Quarters before trough quarter Quarters after trough

1Av«age of recessions in 1969-70, 1973-75, und 1981-82. Seasonally adjusted data.
Source: U.S. Department of Commerca.

Average quarterly change in the unemployment rate?
But unemployment rates are slower to fall
Perzcentage point change from previous quarter

15} Nonmetro
: U.S. civilian

1 L
0.5 - l
0 — E
L‘ - L
-1 1 4 3 2 1 Troilgh l 1 2 3 4 |

Quarters before trough quarter Quarters after trough

1Average of recessions In 197375 and 198182, Seasonally adjusted data; nonmetro rates adjusted by authors.
Source: Bureau of Labor Statistics.
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Rural employment fell
by 299,000 between
the first quarters of
1990 and 1991, as the
national recession
affected rural areas.
Employment declined
more in manufacturing-
dependent counties
and in rural areas of
the New England and
Middle Atlantic States
than in other rural
areas.

Rural Employment Declines

T he period of sustained job growth that began in 1983 endod as the national recession hit
rural areas. The decline in rural employment between the first quarters of 1990 and 1991
was similar to that in urban areas. Howevar, the estimatea amount of rural employment decline
differs between our two data sources.

According to Current Population Survey (CPS) data, rural employment fell 1.2 percent between
the first quarters of 1990 and 1991. The urban employment decline was a slightly smaller 0.9
percent. Rural employment had grown more rapidly than urban empioyment between the first

quarters of 1989 and 19%0, suggesting that the subsequent rural decline was steeper than the
urban.

Preliminary Bureau of Labor Statistics (BLS) county-level data also indicate stagnation. Rural
employment fell by 0.2 percent and urban employment fell by 1.0 percent bstween the first
quarters of 1990 and 1991. The BLS data thus indicate a smailer fall in rural employment than

do the CPS data. The reasons why these two estimates differ are not well understood,
however.

Job Plcture Mixed at Outset of Recession

Annual employment growth rates differed substantially among rural areas at the outset of the
current racession. Between 1989 and 1990, rural employment rose in 32 States and feli in 17,
according to annual average BLS data. All of the workers in the 50th State, New Jersey, live in
metro counties. The States with the largest rural employment lossas were widely dispersed:
Indiana and lowa in the Midwest, Alabama and Texas in the South, and California and Montana
in the West. Two New England States, Massachusetts and Rhode Island, had among the
highest percentage falls in rural employment. Both of these States experienced strong
downturns in their financial and construction sectors.

Although employment increased in most rural counties between 1989 and 1990, job craation
rates generally ware lower than in the previous year. The 1989-90 employment growth rate for
all rural areas was 1.4 percentage points lower than the 1988-89 growth rate. The slowdown in
rural employment growth was quite widespread, affecting counties with different economic
spacializations. Counties that depend on farming or mining were less affected than manufac-
turing-dependent and retirement-destination counties, reflacting generally strong farm incomes
and the temporary boost to the petroleum sector that followed the Iragi invasion of Kuwait.
Employment growth in counties adjacent to metro areas slowed more than in other rural
counties. Between 1981 and 1989, employment growth in rural counties adjacent to urban
areas always exceeded growth in more remote rural counties. In 1989-90, this pattern
reversed.

Preliminary BLS data for the first quarter of 1991 suggest that rural employment declines have
become more widespread than is indicated by the 1989 and 1990 annual average data. The
recession appears to be most severe in the New England and Middle Atlantic States. Manufac-
turing-dependent counties also have above-average employment losses. The cyclical sensitivi-
ty of manufacturing-dependent counties continues a historical pattern, but the economic stress
in the Northeast reflacts unusually severe imbalances in the financial and real estate sectors
that developed in the late-1980s.

Rural Data Lag Employment Shlfts

The major advantage of the BLS rural employment data is their availability at the county level.
They can be used to study differances among small areas while the more widely reportad CPS
data are only available at the national rural-urban level.

When analyzing BLS data, we emphasize annual average values, rather than quarterly valuss.
Employment growth rates calculated from the quarterly data appear to be excessively volatile.
Using annual average values should reduce the effect of possible measurement errors in the
quarterly data, but lengthens the time lag between economic @vents and their analysis. Such a
delay is unfortunato, Thus, we also discuss current quarierly data when they differ from annual
data and are consistent with other economic data. [Paul Swaim, 202/219-0552.]
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Employment

Recession strikes nonmetro labor markets
Employment fails in most recent period

Year to year 1st quarter to 1st quarter
tem 1087-88 1988-89  1989-90 1989-90  1990-91

Percentage change in empioyment
Current Population Survey:

United States 2.2 2.1 0.5

1.1 -1.0
Nonmetro 23 3.7 2 1.6 -1.2
Metro 2.2 1.6 ] 9 -9

Bureau of Labor Statistics:
United States 2.3 2.0 5 .9 -8
Nonmetro 2.4 2.2 8 1.3 -2
Metro 2.3 2.0 4 .8 -1.0

Source: Current Population Survey and Bureau of Labor Statistics county data.

Widespread slowdown in nonmetro employment growth

Empioyment in farming and mining countles least affected
gnnual percentage change in empioyment

[ 1988-80 mm 1989-90 | 28

21

1.6 17 |

08 |

. 04 ” 03 :
All nonmetro | Farming Manfacturing Mining Retirement ' ]
Nonmetro county type
Saurce: Sureau of Labor Statistics.

Nonmetro empioyment change, 1989-90
Nonmetro job picture shows few regional trends

No growth or decline .
B Up to 1 pereent growth -
I Abveve 1 peroent growih
[ Me nonmetro counties

Employmemt growth averaged 0.8 peroent tor
Source: Buresu of Labor Statietics. of sountios and 0.8 pereent for nonmeiro counties.
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. JUnempioyment

Rural unemployment
increased substantially
between the first quar-
ters of 1990 and 1991.
Manufacturing-depen-
dent counties and New
England had the larg-
est percentage increas-
es in rural unemploy-
ment.

Rural Unemplyoyment Jumps Sharply in
First Quarter of 1991

R ising unamployment resuiting from the deepening recession hit both rural and urban
areas about equally hard during tha first quarter of 13991. However, rural areas continue

to face higher levels of -unemployment than urban areas. Rural iznemployment should remain
high in 1991. :

Rural unemployment increased to 8.3 percent in the first quarter of 1991, up from 6.6 percent
during the same period in 1990, according to Current Population Survey (CPS) data. This first-
quarter unemployment rate is the highest since 1987 when 8.7 percent of the rural labor force
was looking for work. Because the data are not seasonally adjusted, comparisons are made
with the same quarter in the previous year. Urban unemplocyment was at 6.8 percent in the first
quarter of 1991, up from 5.5 percent in the first quarter of 1990.

The adjusted unemployment rate (which includes those who have given up looking for work and
half of those who work part-time but want to work full-time) also .ncreased sharply during the
first quarter of 1991. The adjusted rural unemployment rate was 12.3 parcent in the first
quarter of 1991, up from 10.0 percent for the same period last ysar. in urban areas, the
adjusted rate was 9.7 percent in the first quarter of 1991, compared with 7.8 percent in 1990.

Preliminary Bureau of Labor Statistics (BLS) data also indicate a sizable increase in rural
unemployment in the first quarter of 1991. According to BLS, the rural unemployment rate for
the first quarter of 1991 was 8.6 percent, compared with 7.2 percent a year eariier. BLS

estimates consistently show a higher rural unemployment rate than CPS estimates, but both
estimates suggest the same trend.

The 1890 BLS annual average unemployment data provide the most reliable unemployment
estimates for geographic areas. Howaever, thase annual averages don't aiways provide the
most current picture of the unemployment situation.

Rural New England had the largest percentage increases in unemployment during 1980.
Unemployment jumped from 4.0 percent in 1989 to 5.6 percent in 1990. Daclines in defense-
related industries, construction, and finance have hit New England particularly hard. Although
rural New England had the largest increase in unemployment, the rate remains relatively low
compared with some other rural areas. The highest rural unemployment rates during 1990
were in Alaska, Arizona, California, Michigan, Mississippi, and West Virginia. Severe weather
in California (both a drought and a freeze) boosted unemployment ratas in rural agricuttural
areas. Many rural areas in Mississippi and Waest Virginia have long suffered from high
unemployment and poverty. These areas continue to have among the highest unempioyment

rates in the country. Overall, rural unemployment increased in 28 States and fall in 21 between
1989 and 1990.

Rural unemployment increased in manufacturing and retirement counties, but dropped in
farming- and mining-dependent counties in 1990. Manutacturing counties are usually the first
to show the effacts of an ¢.onomic downturn as the demand for factoiy-produced goods drops.
The recent increase in oil prices brought on by the Iraqi invasion of Kuwait may ba responsible
for the slight improvement in unemployment in mining areas, down from 8.6 percent in 1989 to
7.7 percent in 1990; however, unemployment in mining counties remains at a very high level.
Retirement counties often depend on jobs in tourism because of the high amenities in these

areas. The current recession may be hitting these areas hard as people scale back their
vacation plans.

Rura! Minority Counties Have Higher Levels of Unemployment

Rural counties with large proportions of Blacks, Hispanics, or Native Americans had unem-
ployment levels substantially higher than the national average of 5.5 percent in 1930. Many of
these rural minority counties are in areas of the country that have been particularly disad-
vantaged by a lack of economic development. In those rural counties where Blacks made up
25 percent or more of the population, the average unemployment rate was 7.0 percent in 1990.
For Hispanic counties, the unempioyment rate averaged 9.4 percent, and for Native American
counties, 8.7 percen!. . \

Low
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" Unempioyment

o Rural unemployment is likely to ramain high in 1991, although some indicators suggest the

j current racession may have bottomed out. Unemployment rates generally racede more slowly
) in a recovery than they increase in the preceding economic downturn. Lower unemployment
i- rates will come slowly to rural workers. [Timothy S. Parker, 202/219-0540.]

Nonmetro unemployment swells
Both nonmetro and metro unemployment shot up in first quarter of 1991

Perceniage unemployed
20,
' | Nonmetro adjusted’
ey 1
Motro agusted
-
15 = Ofticial nonmetro
Ofﬁcia_l metro

T N DIV S T NI S NS NP RO NN NI SAPUN SPUN AU SIS DU EAFR SIS N EFU T S T
1979 80 81 82 83 84 85 86 27 88 89 90 91
includes discouraged workers and half of workers empioyed part-time for economic reascns.

Source: Current Population Survey.

Nonmetro unempioyment, 1990
High nonmetro unemployment found in all regions

-

Over 18 times U8, average

H 1 to 18 tmes US. aversge

B s average (6.8 percent) or lees
] Metro couries

Sourow: Burseu of Labor Statietics.
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Data Sources

Definitions

Assessing the changing conditions and trends in rural Amarica is complicated by the need to
use a variety of data sources for monitoring demographic and economic patterns. Because
different sources of data are intended for different purposes and employ different definitions and
collection methods, they sometimes produce contradictory statistics and may lead to different
interpratatior:s. Describing rural conditions, therefore, necessitates piecing together general
trends from many sources of information, not all of which are used each issue.

Macroeconomic conditions: The economic indicators used to monitor macroeconomic
changes in the U.S. economy are derived from Federal sources. Measuraes of inflation,
including the Consumer and Producer Price Indexes, and employment and unemployment data
are developed by the U.S. Department of Labor's Bureau of Labor Statistics (BLS). National
income and product account information on capital investment, gross national product, and net
exports is produced by the Bureau of Economic Analysis (BEA), U.S. Department of Com-
merce. Informaiion relating to monetary -policy, including changes in interest rates and foreign

exchange rates, and data on industrial production are furnished by the Federal Reserve Board
of Governors.

Employment and unemployment: Data ori nonmetro employment and unemployment come
from two sources. The monthly Current Population Survey (CPS), conducted by the Bureau of
the Census for the U.S. Department of Labor, provides detailed information on the labor force,
employment, unemployment, and demographic characteristics of the metro and nonmetro
population. CPS derives estimates based on a national sample of about 58,000 households
that are representative of the U.S. civilian noninstitutional population 16 years of age and over.
Labor force information is based on respondents’ activity during 1 week each month.

BLS county-level empicyment data are taken from unemployment insurance claims and State
surveys of astablishment payrolis which are then benchmarked to Stais tntals from the CPS.
Thus, at the rational and State levels, annual average BLS and CPS es:imates are the same.

The BLS data series provides monthly estimates of labor force, employment, and unemploy-
ment for individual counties.

Each of these data sets has its advantages and disadvantages. CPS furnishes detailed
employment, unemployment, and demographic data for metro and nonmetro pcrtions of the
Nation. BLS provides less detailed employment data than CPS, but offers very current
employment and unemployment information at the county level. While these data sources are
likely to provide different estimates of employment conditions at any point in time, they
generally indicate similar trends.

Throughout Rura! Conditions and Trends, we use "rural” and "nonmetro” intaerchangeably.
The same holds for "urban™ and "metro.” However, in tables we use "nonmetro”™ and "metro,”
the original and more accurate terms used in the data sources.

Adjusted unemployment rate: The number of unemployed people, discouraged workers who
have given up locking for work, and half of the workers who work part-time but want full-time
work as a percentage of the civilian labor force plus discouraged workers.

Civilian labor force: Noninstitutional civilians aged 16 or older who are either employed or
unemployed. Individuals who are neither employed nor unemployed are out of the labor force.

Consumer Price Index (CPl): A measure of the average price level of a basket of consumer

goods and services at the retail level for a spacific period compared against a benchmark
period.

County type classification: A recently updated USDA classification of nonmetro counties by
principal economic activitiy or demograpnic base. The categories used in this issue are as
follows:

Farming-dependent—counties where farming accounted for a weighted annual average of 20
percent or morae of total labor and proprietor income (TLPI) in 1981, 1982, 1984, 1385, and
1836.

Manutacturing-dependent—counties where manufacturing contributed 30 percent of more of
TLPI in 19886.

Mining-dependent—counties where mining contributed 20 percent or more to TLPI in 1986.
Retirement-destination—countias where the net inmigration rates of pacple aged 60 and over

were 15 parcent or more of the expected 1980 population aged €0 and over for the perind
1970-80.

) ~'t
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Appendix: Data Sources and Definitions

For further information, see Thomas F. Hady and Peggy J. Ross, An Update: The Diverse '
Social and Economic Structure of Nonmetro Americs, AGES 9036, U.S. Department of
Agriculture, Economic Research Service, June 1980.

Foreign exchange rate: The rate at which one currency is traded for another. The Federal
Reserve publishes a measure of the overall foreign exchange rate of the U.S. dollar based on
the rates of the 10 major U.S. trading partners.

Gross national product (GNP): The doliar amount of final goods and services produced by
the United States. GNP is the sum of consumer spending, Federal Government purchases of
goods and services, business investment, and exports less the amount of imports. This
statistic is reported quarterly but is revised in each of the 2 months following the :nitial reledse.
Nominal GNP measures final goods and services at current prices. Real GNP measures final
goods and services in 1982 prices to adjust for inflation.

Inflation rate: The percentage change in a measure of the average price level. Changes are
reported on a monthly basis and are stated as annual rates for longer term comparisons. The
two major measures of the average price level are the Consumer and Producer Price indexes.

Labor force participation rate: The civilian labor force as a percentags of the civilian
noninstitutional population 16 and older.

Metro areas: Metropolitan Statistical Areas (MSA's). as defined by the Office of Management
and Budget, include core counties containing a city of 50,000 or more people and a total area
population of at least 100,000. Additional contiguous counties are included in the MSA if they
are economically and socially integrated with the core county. Metro areas are divided into
central cities and areas outside central cities (suburbs). Throughout this publication, urban and
metro have been used interchangeably to refer to people and places within MSA's.

Nonmetro areas: Counties outside metro area boundaries. Throughout this publication, rural
and nonmetro are used interchangeably to refer to people and places outside of MSA’s,

Nonmetro county rural-urban continuum classification: A classification that distinguishes
among nonmetro counties by degree of urbanization and proximity to metro areas. The
categories are as follows:

Urban adjacent—aggregate urban population (people living in places of 2,500 or mors) of
20,000 or more, adjacent to a metro area.

Urban nonadjacent—utban population of 20,000 or more, not adjacent to a metro area.
Less urban adjacent—urban population of 2,500 to 19,999, adjacent to a metro area.

Less urban nonadjacent-—urban population of 2,500 to 18,999, not adjacent to a metro area.
Rural adjacent—completely rural (county contains no place of 2,500 or more population),
adjacent to a metro area.

Rural nonadjacent—completely rural, not adjacent to a metro area.

This nonmetro classification is part of a larger classification that also groups metro areas by
size. For further information, see Margaret A. Butler, Rural-Urban Continuum Codes for

Metro and Nonmetro Counties, AGES 9028, U.S. Department of Agriculture, Economic
Research Service, April 1990.

Nonmetro minority countles: A classification of nonmetro counties by race ard ethnicity.
Minority counties are nonmetro counties in which 25 percent or more of the total population in

1990 belonged to a single minority group—Black, Hispanic, or Native American. The groups
are as follows:

Black—332 nonmetro counties in which 63.1 percent of all nonmetro Blacks lived in 1990,
Hispanic—123 nonmetro counties in which 51.1 percent of all nonmetro Hispanics lfived in 1990,
Native American—44 nonmetro counties in which 41.3 percent of all nonmetro Native Ameri-
cans (American Indians, Eskimos, and Aleuts) lived in 1990.

Producer Price Index: A measure of the average price received by producers of finished
goods at the wholesale level during a specific period compared against a benchmark period.

Unemployment rate: The number of unemployed people 16 years and okler as a percentage
of the civilian labor force 16 years and oider.

. \=8
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Appendix table 1—Nonmetro employment: Quarterly and annual averages

, Adjusted
Labor force Unemployment  unempioyment
Year/quarter Labor force _participation Employment Unemployment rate rate’
Thousands Percent ——Thousands—————

1991:

1st 26,049 61.9 23,898 2,151 8.3 12.3
1990:

4th 26,361 62.6 24,776 1,585 8.0 9.7

3rd 26,607 63.2 25,158 1,450 54 8.8

2nd 26,417 63.2 24,934 1,483 5.6 8.9

1st 25,893 62.2 24,196 1,697 6.6 10.0
1989:

4th 26,168 62.8 24,778 1,390 53 8.6

3rd 26,783 64.1 25,323 1,459 5.4 8.7

2nd 26,389 63.5 24,919 1,470 5.6 8.9

1st 25,441 62.2 23,807 1,634 6.4 10.2
1988:

4th 25,510 62.8 24,042 1,469 58 9.4

3rd 25,793 63.2 24,294 1,499 5.8 9.6

2nd 25513 62.4 23,978 1,535 6.0 9.8

st 24,819 61.2 22,996 1,823 7.3 11.6
1987:

4th 25,087 62.3 23,449 1,638 6.5 10.6

3rd 25,277 62.9 23,634 1,643 6.5 10.5

2nd 25,186 62.2 23,437 1,749 6.9 10.9

1st 24,856 61.0 22,688 2,167 8.7 13.1
1990 26,319 62.8 24,766 1,554 59 9.4
1989 26,209 63.2 24,718 1,491 5.7 9.1
1988 25,409 62.4 23,827 1,582 6.2 10.1
1987 25,101 62.1 23,302 1,799 7.2 11.2
1986 25,171 61.9 23,091 2,080 83 12.8
1985 24,781 61.2 22,700 2,081 8.4 13.0
1984 34,725 62.1 31,930 2,796 8.1 12.2
1983 34,156 61.8 30,696 3,460 10.1 14.9
1982 33,740 61.7 30,335 3,405 10.1 14.9
1981 33,092 61.9 30,488 2,6C3 7.8 11.5
1980 32,512 61.7 30,150 2,362 7.3 10.7
1979 31,716 61.5 29,916 1,800 5.7 8.5

Note: Begirning in 1985, estimation procedures for the Current Population Survey are based on ihe 1980 Census. That charge accounts for

the large drop in the nonmetro labor force between 1984 and 1885.

'Unemployment rate adjusted to include discouraged workers and half of the workers employed part-time for economic reasons.
Source: Bureau of the Census, Current Population Survey.
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| " Appendix Tables - -
| Appendix table 2—Metro employment: Quarterly and annual averages

Adjusted
Laber fotce Unemployment  unemployment
Year/quarter L abor force participation Employment Unemployment rate rato’
Thousands Percent ———Thousands————— Percent
1991:
1st : 97,984 66.6 91,362 6,622 6.8 9.7
1990:
4th 98,463 67.2 92,956 5,507 5.6 8.2
3rd 99,230 67.9 93,872 5,417 5.5 8.0
2nd 98,504 67.4 93,480 5,024 5.1 7.4
st 97,615 67.0 92,283 5,332 55 = 7.8
1989:
4th 98,191 67.5 93,242 4,949 5.0 7.3
3rd 98,373 67.9 93,366 5,007 5.1 7.5
2nd 97,391 67.4 92,449 4,942 5.1 75
1st 96,633 66.7 91,411 5,223 54 7.9
1988:
4th 96,886 67.0 92,139 4,748 4.9 7.4
3rd 97,249 675 92,132 5,117 53 8.0 .
2nd 95,843 66.8 90,801 5,042 53 7.8
1st 95,061 66.3 89,492 5,569 59 8.6
1987:
4th 95,433 66.6 90,347 5,086 53 79
3rd 95,924 67.2 90,434 5,490 5.7 8.6
2nd 94,546 66.6 88,869 5,677 6.0 8.7
1st 93,152 65.9 86,904 6,249 6.7 9.6
1990 98,468 67.4 93,148 5,320 5.4 79
1989 97,660 67.4 92,624 5,036 5.2 75
1988 96,260 66.9 91,141 5,119 5.3 7.9
1987 94,764 66.6 89,138 5,625 5.9 8.7
1986 92,665 66.2 86,508 6,157 6.6 9.5
1985 90,684 65.9 84,453 6,231 6.9 9.9
1984 78,819 65.4 73,076 5,743 7.3 104
1983 77,394 65.1 70,137 7,257 9.4 13.1
1982 76,465 65.1 69,192 7,273 9.5 13.1
1981 73,301 64.9 67,825 5,476 7.5 10.3
1980 72,207 64.8 67,120 5,087 7.0 9.5
1979 71,192 64.7 67,029 4,163 5.8 8.0
Note: Beginning in 1985, estimation procedures for the Current Population Survey are based on the 1980 Census.
'Unemployment rate adjusted to inciude discouraged workers and half of the workers employed pant-time for sconomic reasons.
Source: Bureau of the Census, Current Population Survey.
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| Appendix table 3—Average unemployment rates for nonmetro county

groups '
tom 1979 1982 _ 1988 1989 0 @ B
Percent
U.S.total 5.8 9.7 5.5 53 55
Moetro 5.7 9.3 5.1 5.0 5.2
Nonmaetro 6.1 11.1 6.9 6.4 65
Region:
Northeast 7.0 105 4.8 5.2 6.1
Midwest -85 10.8 6.3 5.9 6.1
South 6.1 11.1 75 6.8 6.7
Waest 73 12.0 8.0 7.4 7.1
County type:
Farming 55 9.6 6.8 6.5 6.2
Manufacturing 6.4 12.5 6.5 6.3 6.7
Mining 6.1 11.4 9.9 8.6 7.7
Retirement 6.6 11.3 6.8 6.5 6.7
Urban-rural
continuum codes:
Adjacent 6.2 114 6.6 6.2 6.5
Urban 6.4 11.7 6.2 5.9 6.2
Less urban 6.1 113 6.9 6.5 6.6
Rural 6.3 ’ 11.0 7.0 6.5 6.7
Nonadjacent 6.1 10.7 71 6.6 6.5
Urban 6.4 11.7 6.2 5.9 6.4
Less urban 6.0 10.8 71 6.6 6.6
Rural 5.9 10.2 71 6.5 65
Minority counties:
Black 6.5 11.7 7.9 741 7.0
Hispanic 75 115 10.5 9.9 9.4
Native American 7.8 12.7 10.0 8.4 8.7

Source: Bureau of Labor Statistics.
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| Appendix Tables
Appendix table 4—Annual average employment change
ltem 1979-86 1986-80 1989-90
Percent
U.S. total 109 7.5 05
Metro 12.9 7.6 A
Nonmetro 3.8 7.3 .8
Region:
Northeast 8.9 8.2 8
Midwest 2R 6.1 5
South 8.3 7.2 9
Waest 9.0 9.8 1.3
County type:
Farming -3.4 3.9 4
Manufacturing 2.9 7.0 3
Mining -9.6 1.4 1.9
Retirement 17.8 12.4 15
Urban-rural
continuum codes:
Adjacent 6.1 7.7 .5
Urban 7.9 8.2 7
Less urban 45 7.2 5
Rural 7.9 8.9 5
Nonadjacent 1.7 6.9 1.0
Urban 4.4 7.7 1.1
Less urban 5 6.6 9
Rural 3 6.1 1.4

Source: Bureau of Labor Statistics.

ook
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Appendix table 5—Nonmetro employment and unemployment

— Annual averages k.
Employment change Unemployment rate
State 1988-89 1989-90 1989 1980
Percent
Alabama 2.3 -1.4 8.1 8.1
Alaska 55 A 8.1 8.5
Arizona 7.3 1.8 9.0 9.7
Arkansas 3.1 4 7.8 75
Caiifornia 3.6 -1.6 94 9.4
Colorado -3 7.8 6.7 57
Connecticut 7 1.2 42 59
Delaware 2.4 -3 41 55
Florida 33 4.3 6.1 6.9
Gecrgia 2.2 -4 6.2 6.2
Hawaii 4.8 : 5.6 3.2 3.4
Idaho 2.1 .1 5.6 6.5
Hlinois . 4.7 -4 7.9 7.8
Indiana 3.0 -2.1 53 6.2
lowa .6 -1.3 4.4 4.4
Kansas 4 R:} 4.0 4.3
Kentucky 3.0 2.8 74 7.0
Louisiana 2.9 1.3 9.9 76
Maine 29 2.8 45 55
Maryland 48 A 5.2 6.4
Massachusetts 1.3 : 2.2 45 6.8
Michigan 24 1.3 8.3 8.9
Minnesota -3 50 53 5.8
Mississippi 3.4 1.8 8.5 8.2
Missouri 2.0 1.1 6.4 6.7
Montana 4 2.5 6.1 6.0
Nebraska -7 4.1 3.2 2.2
Nevada 24 -6 54 52
New Hampshire 2.3 2.2 3.0 52
New Maxico 3.1 14 7.6 741
New York 2.0 .9 6.2 5.5
North Carolina 1.9 0 4.1 5.0
North Dakota -1.0 2.3 50 4.7
Ohio 1.9 3 6.8 7.2
Oklahoma 0 2.3 6.3 5.9
Oregon 3.0 8 74 7.2
Pennsylvania 2.4 -1 5.9 7.2
Rhode Island -2.4 -5.6 3.8 6.1
South Carolina 24 A 6.1 6.2
South Dakota .9 -3 4.3 3.8
Tennessee 3.8 1.6 6.4 6.9
Texas -4 -5 7.2 6.3
Utah 4.6 -1 57 53
Vermont 9 -7 39 54
Virginia 1.9 20 5.7 6.3
Washington 5.2 33 85 71
Waest Virginia 5.5 .9 9.7 94
Wisconsin 1.6 A 5.2 52
Wyoming 5 4.0 6.2 5.2

Note: There are no nonmetro counties in the District of Columbia or New Jersey.
Source: Bureau of Labor Statistics.
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Appendlx Tables

Appendix table 6—Metro employment and unemployment

Annual averages
State Employment change . Unemployment rate
1988-89 1989-90 1989 1990
Percent

Alabama 1.8 o] 6.5 6.0
Alaska 2.2 ’ 26 5.1 5.2
Arizona 3.2 9 43 4.3
Arkansas 2.4 A 6.5 6.1 e
California 29 .8 4.9 5.4 A
Colorado 0 38 5.6 48 .
Connecticut .5 (o] 3.6 5.0
Delaware 3.6 -2.0 3.4 5.1
District of Columbia -5.1 -7.0 51 6.7
Florida 1.0 23 ‘ 5.8 5.8
Georgia 14 1.3 5.2 : 5.1
Hawaii 7 1.4 2.2 2.6
Idaho 54 2.3 3.4 2.8
Hlinois 4.4 A 5.6 5.8
Indiana 3.3 -2.3 4.5 49
lowa 1.5 -7 4.2 40
Kansas 1.5 .8 4.1 45
Kentucky 4.0 8 5.1 4.7
Louisiana 2.3 3 7.2 5.8
Maine 2.2 1.3 3.4 4.7
Maryland 3.7 -6 3.6 45
Massachusetts (o] 25 4.0 59
Michigan 1.5 -3 6.8 7.2
Minnesota .6 .9 3.9 4.4
Mississippi 1.8 1.7 6.3 5.8 -
Missouri .6 2 5.1 5.3 e
Montana 54 54 5.2 49 '
Nebraska 2 45 3.0 2.1
Nevada 3.4 5.0 4.9 4.9
New Hampshire 3 2 3.7 6.0
New Jersey A 5 4.1 5.0
New Mexico 1.9 .1 5.4 5.3
New York 8 -3 5.0 5.2
North Carciina 2.6 -5 3.1 3.4
North Dakota 2.0 -7 3.2 3.1
Ohio 25 1 5.2 5.3
Oklahoma 1.8 4 5.1 54
Oregon 38 1.5 5.0 4.8
Pennsylvania 2.2 -2 4.3 5.1
Rhode Istand -8 -4.5 4.0 6.8
South Carolina 1.5 2.7 3.9 38
South Dakota 8 2.7 3.6 2.7
Tennessee A 9 45 4.4
Toxas 1.9 1.1 6.6 6.1
Utah 4.1 1.0 4.4 4.0
Vermont 4.0 -5 2.7 3.4 ¢
Virginia 1.3 1.0 3.3 3.6
Washington 6.0 3.6 5.7 4.4 X
West Virginia 53 1.1 6.9 6.5
Wisconsin 1.4 -1.4 4.0 4.0
Wyoming 0 4.3 6.9 5.8 i

Source: Bureau of Labor Siatistics.
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_.E'conomlc Research Servme

These perlodlcals bring you the latest Information on food, the farm, and rural Ameriea to heip
you keep your expertise up-to-date. Order these perlodicals today to get the latest facts, fig-
ures, trends, and issues from ERS.

Agricultural Outiook. Presents USDA's farm income and food price forecasts. Emphasizes the short-term
outlook, but also presents long-term analyses of issues ranging from intemational trade to U.S. land use and
availability. 11 issues. 1 year, $26; 2 years, $51; 3 years, $75.

Economic Indicators of the Farm Sector. Updates economic trends in U.S. agriculture. Each issue explores
a different aspect of income and expenses: national and State financial summaries, production and efficiency

statistics, and costs of production for livestock and dairy and for major field crops. 5 issues. 1 year, $14;
2 years, $27; 3 ysars, $39.

Farmline. Concise, faci-filled articles focus on economic conditions facing farmers, how the agricultural environ-
ment is changing, and the causes and consequences of those changes for farm and rural people. 11 issues.
1 yoar, $12; 2 years, $23; 3 years, $33.

Food Review. Ofters the latest developments in food prices, product safety, nutrition programs, consumgption
pattems, and marketing. 4 issues. 1 year, $11; 2 years, $21; 3 years, $30.

Foreign Agricultural Trade of the United States. Updates the quantily and value of U.S. farm exports and
imports, plus price trends. 8 issues. 1 year, $25; 2 years, $49; 3 years, $72.

Rural Deveiopment Perspectives. Crisp, nontechnical articles on the results of new rural research and what
those results mean. 3 issues. 1 year, $9; 2 years, $17; 3 years, $24.

Rural Conditions and Trends. Tracks rural events: macroeconomic conditions, employment and underemploy-

ment, industrial structure, earnings and income, poverty and population. 4 issues. 1 year, $14; 2 yoars, $27; 3
years, $39.

The Journal of Agricultural Economics Research. Technical research in agricultural economics, including

econometric models and statistics focusing on methods employed and results of USDA economic research.
4 issues. 1 year, $8; 2 years, $15; 3 years, $21.

World Agriculture. Deals with'worldwide developments in agricultural markets and trade with an emphasis on
impiications for global and U.S. agricultural trade. 4 issues. 1 year, $21; 2 years, $41; 3 years, $60.

Situation and Outlook Reports. These reports provide timely analyses and forecasts of all major agricultural
commodities and related topics such as finance, farm inputs, land values, and world and regional developments.
Each Situation and Outlook title costs 1 year, $12; 2 years, $23; 3 years, $33. Titles include:

Agricultural Income and Finance  Cotton and Wool Oil Crops Sugar and Sweeteners
Agricultural Resources Dairy Outlook for U.S. Tobacco

Agriculture and Trade Reports Feed Agricultural Exports ~ Vegetables and Specialties
Aquaculture Fruit and Tree Nuts  Rice Wheat

Also available: Livestock and Poultry: 1 year, $17; 2 yaears, $33; 3 years, $48.
Livestock & Poultry Update {monthly): 1 year, $15; 2 years, $29; 3 years, $42.
U.S. Agricultural Trade Update (monthly): 1 year, $15; 2 years, $29; 3 years, $42.

Add 25 percert for shlpmems to forelgn addresses (includes Canada).
To subscribe to these periodicals, call our order desk toll free,

1-800-999-6779 (8:30-5:00 ET in the United States and Canada;
other areas, please call 301-725-7937), or write to:

ERS-NASS
P.O. Box 1608
Rockville, MD 20849-1608
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Rural Conditions and Trends
presents a special report on

Financial Institutions and Markets

A special supplement to Rural
Conditions and Trends exam-
inas the three most common
financial institutions serving rural
America--banks, savings and
ioans, and credit unions--and
assesses their health and
outlook.

Here are some of the findings the
authors discuss in detail:

m Most rural banks are healthy
enough to absorb weak-
nesses that would result from
a severe economic downturn,

m Fewer S&L's will remain
because of tough new Federal
standards. Those that do re-
main will be smaller but
stronger because of new capi-
tal requirements.

m Rural credit unions are reia-
tively healthy but represent
only a small portion of the rural
financial industry.

m Credit will be available to queli-
fied rural borrowers, but lend-
ers will more closely scrutinize
their creditworthiness.

This Rural Conditlons and Trends supplement is
available from ERS-NASS for $8.00 ($10.00 to foreign
addresses). To order your copy, call 1-800-999-6779.
You may also order a copy by writing to ERS-NASS,
Box 1608, Rockville, MD 20843-1608.

As always, you may charge your order to your Visa or
MasterCard, or we can bill you.
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Overview

Rural and urban areas
experienced about the
same rates of declining
employment and in-
creasing unemploy-
ment during th~ latest
recession. Recent
national growth in man-
ufacturing is a hopeful
sign for rural recovery.

Recession Hit Rural Areas No Harder
than Urban

. lthough national economic indicators are mixed, the recession seems to have ended

- sometime this spting. During the summer months, industrial production, average hours
worked in manufacturing per week, and the Bureau of Economic Aualysis’ indax of leading indi-
cators rose while inflation moderated and short-term interest rates tell, ail indications that the
recovery may be gaining momentum. However, a slight drop in real gross national product in
the second quarter and a fall off in new housing sales in July are continuing sources of concern
for some analysts. Also, long-term interest rates have fallen somewhat but stilt remain high,
reflecting doubt in the financial sector that inflation will remain low for an extended period.

The availability of information on employment and unemployment in rural and urban areas lags
the national economic indicators by several months. The most recent rural and urban data
show similar declines in employment during the atest recession, indicating that the recassion
had no greater effect on rurai than on urban areas. From the first half of 1980 to the first haif
of 1991, employment declined 1.1 percent in rural areas compared with 1.0 percent in urban ar-
eas. (First-half employment is calculated by averaging the number smployed each month,
January through June.) Unemployment increases were also comparable, 1.5 percentage points
in rural areas and 1.4 percentage points in urban areas. These similarities may mean that rural
areas will have no greater ditficulty recovering from the recession. During the 1981-82
recession, rural areas sustained deeper cuts in employment and a steeper rise in unemploy-
ment than urban areas. Rural areas also took longer than urban areas to recover.

In both rural and urban areas, increases in unemployment due to the recent racession were
moderated by the small number of workers entering the labor force. Siow growth in the labor
force along with moderate employmant declines put less pressure on unempioyment. At the
time of the previous recession, large numbers cf baby boomers entering their working years
contributed to an increasing labor force even while employment opporiunities shrank. The chart
below illustrates the decline in the young’s labor force share between the two recessions.

The recent recession was less concentrated in rural areas because sectors other than
manufacturing sustained a larger share of job losses this time. Manufacturing accounted for
less than half of the jobs lost between July 1980 and July 1991. In contrast, manufacturing
accounted for nearly three-quarters of the jobs lost Curing the 1981-82 recesslon. Construction,
wholesale and retail trade, and finance, insurance, and real estate bore more of the job losses
this time. These sectors account for a smatler share of rural than urban jobs, explaining why
the latest recessicn’s effects were more evenly distributed.

National growth in manufacturing employment over the past few months is a hopeful sign for
rural recovery. Rural areas depend on manufacturing for a larger proportion of jobs (17.5
percent of rural jobs compared with 14 percent of urban jobs in 1988), particularly in the South-
sastern States (23 percent of rural jobs compared with 12.3 percent of urban jobs). Mational
increases in manufacturing employment and hours worked suggest that rural areas may be
benefiting from this trend in the early stage of the recovery. [Linda M. Ghelfi, 202/219-0547.]

The young In the labor force
Young adults played smaller role in latest recession

16- to 24-year-olds as percentage of total

50
[(=1981 1990 |
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population
Source: Current Population Survey.
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Nationai Ei:onomlc Conditions

Since the second quar-
ter, when the recession
probably ended, pro-
duction and income
have risen and empioy-
ment has remained
stable. The prospect is
for continued moderate
growth and slowly
receding unemploy-
ment.

t
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Recovery Gains Ground

= he economy recovered slowly during the summer. Although real gross national

product (GNP) fell siightiy in the second quarter, the numbaer of nonfarm payroll jobs in-
creased slightly, and the unemployment rate dropped. Iiterest rates remained bw and inflation
subsided. For the rest of this year and 1992, the administration and the Congressional Budget
Office forecast accelerating GNP growth, continued modarate inflation, and steady improvement
in the jobs picture.

Produciion Recovers While Employment Remains Stable

Production has shown steady gains since the spring. From March through August, industrial
production rose about 7.5 percent at an annual rate, corapared with a 2.6-percent rise in 1989,
before the latest recession. Despite the recent increases, production remains more than 2
percent below its recent peak in September 1990. Factory capacity use has risen with rising
production, but at 78.7 percent for August is also well below the 83.9-percent average of 1989.

Overall employment data have improved much less than production. The number of nonfarm
payroli jobs in August was a siight 0.1 percent above the April level, but well below the July

1990 level. The recovery in jobs has beon uneven across industries, just as job losses were
uneven during the recession. Construction and manufacturing were especially hard hit during

the recession. Since April, manufacturing jobs have increased slightly faster than jobs in most
other industries, but overall job gains have been small.

Unemployment has generally declined since the seccnd quarter. In August. the overali rate
was 6.8 percent, down from 7.0 percent in June. Even so, unemployment remains higher than
the 5.3-percent average rate throughout 1989 and the first haif of 1990.

Inflation Subsides

Falling energy prices continued to contribute to slowing overall inflation during the summer.
Overail consumer prices rose at a 2.2-percent annual rate in the 6 months ending in August,
down from 5.4 percent in the previous 6 months. The recent recession has also generated
excess capacity, alleviating soma of the pressure on prices to increase. For example,
consumer prices excluding food and energy prices, one way 1o isolate inflation tendencies, rose
at a 3.3-parcent annual rate in the 8 months ending in August. Those prices rose at about a
5.9-percent annual rate in the previous 6 months.

Interest Rate Movements Mixed

Weak economic activity, slowing inflation, and Federal Reserve policy aimed at promoting
growth all contributed to substantial declines in interest rates since the beginning of the year.
Short-term rates fell substantially in the early part of the yaar, remained relatively flat from May
through most of August, and then fell again in late August and early Septembaer. Long-term
rates initially fell much less than short-term rates, probably because there were concerns about
higher inflation accompanying the recovery. Modest inflation in August and the relatively slow
pace of recovery brought long-term rates down in August and September. If inflation remains
moderate, long-term rates could continue to fall, even though short-term rates could rise as the
recovery strengthens.

Recovery Expected To Continue

With relatively low interest rates, and with consumer spending and income beginning to
increase, the recovery appears likely to strengthen as the year progresses. Both the adminis-
tration and the Congressional Budget Office foracast real GNP growth above 3 percent for
1992. Some of the growth in business production and empioyment Is expected o be directed
at rebuilding inventories, which have been slashed over the last year. Barring an unforeseen
jump in oil or food prices, the slack that the recession created in the economy should translate
into modest inflation ovar the next several months. The jobs picture will improve in this
environment, with a significant gain likely in manufacturing.

Implications for Rural Areas
The expected improvement in manufacturing should help rural areas, especially those east of
the Mississippi where manufacturing accounts for much of the income and employment in many

rural counties. Declining energy prices should also contribute to these counties’ recovery and
help nudge rural unemployment rates down.
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Natlonal Economlic Conditlons

Many rural areas engage in agricuttural or manufacturing production for the world market,
making the export outlook especially important to rural areas. Analysts predict that world
growth will rebound in 1992. Trading partners that went into a recession, such as Canada and
the United Kingdomn, are expected to recover while Japan and Germany are expacted to
maintain relatively solid growth. Recent increases in the value of the dollar, which have
brought the dollar back to its early 1990 level, are not expected to substantially hurt export
growth in the coming yaar. [Analysis reflects data as of September 17, 1991. Karen Hamrick
and R. M. Monaco, 202/219-0782.]

Annual change In employment by industry
Employment by industry has recently stabliized

July 1989- July 1990- April 1991-
Industry July 1230 July 1991’ August 1591'
Annual percentage change in jobs®
Total 1.4 -1.3 0.3
Private sector ' 9 -1.5 .6
Goods-producing industries 2.5 -4.9 3
Construction -3.2 -8.9 -7
Manutacturing 25 -4.0 8
Service-producing industries 2.6 -3 3
Transponation and
public utilities 1.7 2.4 2
Wholesale and retail trade 3 -2.0 -4
Finance, insurance,
and real estate -1.0 -8 -1.0
Business and health servicss 5.0 1.5 2.2

‘July 1991 and August 1991 figures are preliminary.

*Seasonally adjusted data, April-August 1991 change calculated at annual rate.
Source: Bureau of Labor Statistics.

U.S. dollar exchange rate
Dollar is back to its early 1990 level

Monthly trade-weighted value (March 1973=100)
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Employment

Rural employment fell
by 280,000 workers
between the first
halves of 1990 and
1991, as the national
recession hit rural
areas. Employment
declines were largest
for the young, men,
and Blacks. Growth of
the rural labor force
aiso slowed to a near
standstill.

6 Rural Conditions and Trends, Fall 1991

Rural Employment Down

™ he period of sustainad job growth that began in 1983 anded as the national racession hit
rural areas in the second half of 1980. Data for the first two quariers of this year suggest
that the fali in employment may have bottomed out. A resumption of rural job growth is not yat
apparent, but the available data lag hiring trends by several months.

Rural employment fell 1.1 percent between the first haives of 1390 and 1991, according to
Current Population Survey (CPS) data. This decline was in line with the 1.0-parcent fall in
urban empioyment. Preliminary Bureau of Labo: Statistics (BLS) county-level data also register
the recassionary conditions. According to the BLS estimates, rural employment fell by 0.4
percent and urban employment fell by 1.1 parcent batweer the first haives of 1990 and 1991.

The CPS data indicate similar employment downturns in rural and urban areas, but the BLS
data suggest that rural job losses wers lgss severe. Although tho causes of this discrepancy
are not well understood, the CPS estimates are probably more reliable because they are basad
on a nationally representative sample of workers while the BLS estimates are based on surveys
of firms benchmarked to State emplovment estimates from the CPS. Y the recent recession
has in fact resulted in similar job loss rates in rural and urban areas, this compares favorably
with the 1981-82 recession, when fural employment losses were relatively mere severe.

The Young, Men, Blacks Most Affected

Emplayment declines differed by age, ser, and race of rural workers. Between the ‘irst halves
of 1990 and 1991, employment declined 4.5 percent for workers aged 16-34. By contrast,
employment increased by 1.3 percent for clder workers. This pattern may reflect the greater
vulnerability of young, low-seniority workers to layoffs in recessionary periods.

Employment fell more for men than for women and more for Blacks than for Whites. The
number of employed nien fell 1.7 percent, three times the percentage declina in employed
women, 0.5 percent. The number of employed Blacks fell by 3.5 percent. This loss was far
larger than the 0.9-percent loss for Whites. In most rural areas, men and Blacks are more
frequently employed than women and Whitas in the production sector, where jobs are most
likely to be lost in business downturns.

Rural Labor Force Growth Slackens

As job growth weakened and then turned negative, growth of the rural civin. - :abor force
slowed to a near standstill. Between 1988 and 1989, rural employment growth was strong and
the rural labor force grew at a robust 3.1 percent. Rurai employment growth then slowed
before turning negative in the second haif of 1990. In a paralle! fashion, rural labor force
growth has been much lower in 1990 (0.4 percent) and 1991 (0.5 percent).

Falling unemployment rates and plentiful job opportunities may coax individuals into the labor
market who otharwise would not search for jobs. The process also works in reverse, with
recessions discouraging potential labor force entrants. Recent trends in rural laber force growth
conform to this pattern. The rapid growth in the labor force at the end of the 1980's was
probably a respense to vigorous job growth in many rural areas. Since 1989, employment
opportunities have worsaened and the growth of the rural labor force has slowed substantially.

One important difference hetween the most recent and the previous recession is that the labor
force continued to grow during the 1981-82 period despite falling employment. Demographic
factors probably accounted for this persistence. The continued labor force growth during the
1981-82 racassion was because large numbers of baby-boomers continued to swell the
working-age population. The steady iise in the number of persons looking for work, in turn,
contributed to the very high unemployment rates of the early 1980's.

Recovery Should Reach Rural Workers

The recent decline in employment has been broadly similar in rural and urban areas. Thus, the
outlook for rural employment appears to be closely tied to that for the national economy. Just
as many rural workers have feit the effects of the recession, so should many benetit from the
recovery. [Paul Swaim, 202/219-0552.]
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Employment
Recesslon strikes rural labor markets
Employment falls in first hail of 1991
Data source 1st half 1989-  1st half 1990-
and area 1087-88 1988-80 1989-90 1st half 1990  1st half 1991
Pearcentage change
Current Population Survey:

United States 2.2 2.1 0.5 1.0 -1.0
Metro 2.2 1.6 .6 1.0 -1.0
Nenmetro 23 3.7 2 8 -1.1

Bureau of Labor Statistics:

United States .3 2.0 5 .8 -9
Metro 2.3 2.0 4 .8 -1.1
Nonmetro 2.4 22 . 8 1.2 -4

Note: Annual employment is calculated by averaging monthly employment, January through December.
First-half employment is calculated by averaging monthly empioyment, January through June.
Sources: Current Population Survey and Bureau of Labor Statistics county data.

Recession unevenly affects rural workers
Employment of the young, men, and Blacks Is most vuinerable

Total wotkers [~
Age: o
16-34 - 457N
35 and older |-
Sex: -

Women -
Men ~
Race: o
White -
Black

1
6 -5 4 3 -2 -1 0 1 '
Percentage change in rural employment, 1st haif 1990 to 1st haif 1991
Source: Current Population Survey.

Rural labor force and employment growth
Rural labor force growth siowed during latest recession,
but remained strong during the 1980 and 1981-82 recessions

Annual percentage change'
5

4

3 Laborforce

oL .
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! N\ \,
K Empby{nem \

2

1 1 1 1 1 1 1 2 I 5

1870 80 81 82 8 84 8 8 87 8 39 90 O

1 Growth rates not calculated for 1984-85 because the Census Bureau revised Its maetro/normetro definition in 1988.
The 1990-81 growth rates are based on the fist hait of each year only.

Source: Curent Popult!o? Survey.
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Unemployment

Rural unempioyment
increased considerably
during the first half of
1991 compared wtith
the same period a year
earlier. The rise in
unemployment was
especially large ror
teenagers and Blacks.
The number of involun-
tary part-time and dis-
couraged rural workers
also increased.

8 Rural Conditions and Trends, Fali 1991

Rural Unemployment Up in First Half of
1991

.: ural unempioyment rose substantially between the first halves of 19380 and 1991 with the

. onset of the recent recession. However, rural unemployment rates remained well below
the high levels of the 1981-82 recession. Although recant national statistics suggest that unem-
ploymant has paaked, prerecession levels may rot return soon. Unemployment rates historical-
ly take longsr to recede when a recovery begins than to increase when a recaession bagins.

Rural unemployment jumped to 7.6 percent in the first haif of 1991 comparsd with 6.1 percent
in the same period a year earlier, according to Current Population Survey (CPS) data. This
first-halt rural unemployment rate is the highest since 1986, -when rural unemployment was at
8.8 percent. Urban unemployment also increased substaniially to 6.7 percent in the first half of
1991, up from 5.3 percent in 1390.

Official unemployment rates often underestimate unemployment, particularly in rural areas,
because they do not include discouraged or underemployed workers. The adjusted unemploy-
ment rate includes workers who have given up looking for woik and half of those who work parnt
time but would like to work full time. The adjusted unemployment rate was 11.5 percent in rural
areas and 9.5 percent in urban during the first half of 1991.

Bureau of Labor Statistics (BLS) data show a similar picture in the first haif of 1991. Prelimi-
nary BLS data show the rural unemployment rate at 8.1 percent in the first half of 1991,
increasing from 6.7 percent in the same period in 1990. Urban unempioyment was 6.2 percent
in the first half of 1991, up from 5.1 percent a year earlier.

Teonagers, Minorities Have Highest Unempioyment Rates

Teenagers, Biacks, and Hispanics continue to face high unemployment in both rural and urban
areas. In the first half of 1991, rural unemployment averaged 20.3 percent for teenagers, 14.7
percent for Blacks, and 9.8 percent for Hispanics. The adjusted rural unemployment rates for

these groups are markedly higher, with 25.8 percent of teenagsrs, 21.2 percent of Blacks, and
16.0 percent of Hispanics unemployed.

Unemployment Not as Severe as In 1981-82 Recesslon

The recession that began in the second half of 1990 has been relatively mild. Just after the
1981-82 recession, rural unemployment reached a high of 11.3 percent in the first half of 1983,
which is much higher than the 7.6 percent in the first half of 1991. Rural unemploymert may
not have reached its peak, but it is not likely to reach as high a level as in 1983. The adjusted

rural unemployment rate peaked at 16.4 parcent in the first half of 1983, far above the 11.5
percent in the first half of 1991.

In the 1981-82 recession, the goods-producing sectors, including farming, mining, and manufac-
turing, were hit particularly hard. Many rural zieas depend heavily on these industries, and
thus experienced high unemployment. Rural unemployment rose no more rapidly than urban
unemployment during the recent recessicn because employment losses have been spread
across more industries, including construction, wholesale and retail trade, and finance,
insurance, and real estate.

Although naticnal trends suggest that the recession has bottomed out, rural unemployment will
probably recede slowly. Employers are usually slower in hiring in a recovery than they were in
laying oft in the preceding downturn. [Timothy S. Parker, 202/219-0540.]




Unemployment

Nonmetro unemployment jJumped during the first haif of 1991
Unemploymant rates highest among minorities and tesnagers

Type of unemployment 1st haf 1990 1st hatf 1991
and group Metro Nonmetro Metro  Nonmetro
Percent
Official unemployment rates:
Total civilian labor force 5.3 6.1 6.7 7.6
By age and sex:
Men age 20 and older 4.8 5.5 6.5 7.2
Woernen age 20 and older 4.6 5.2 53 6.3
Teenagers 15.3 15.9 " 18.8 20.3
By race and ethnicity:
Whites 45 5.5 5.9 6.9
Blacks 10.8 11.4 12.2 14.7
Hispanics 7.6 9.7 9.7 9.8
Adjusted unemployment rate' 7.6 9.5 9.5 1.5

"Unemployment rate adjusted to include discouraged workers and hait of the werkers employed part time
for economic reasons.

Source: Curment Population Survey

Rural unempioyment up
Rural unemployment was higher in the first haif of 1991 compared with 1990

Percentage unemployed
20
k Adjusted nonmetro!
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1!nciududbcouuqodworkonmdhdtofmewofkmomp&oyod part ime far economic reasons.
Source: Current Population Survey.
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Appendix: Data Sources and Definitions

Data Sources

Definitions

Assessing the changing conditions and trerds in rural America is .>molicated by the need to
use a variety of data sourcas for monitoring demographic and economic paiterns. Because
ditferent sources of data are intended for different purposes and employ ditterent definitions and
collection methnds, they sometimes produce contradictory statistics and may lead to different
interpretations. Describing rural conditions, therefore, necessitates piecing together general
trends from many sources of information, not all of which are used each Issue.

Macrosconomilc conditions: The econemic indicators used to monitor macroeconomic
changes in the U.S. economy are derived from Federal sources. Maasures of inflation,
including the Consumer and Producer Price Indexes, and employment and unemploymont data
are developed by the U.S. Department of Labor’s Bureau of Labor Statistics (BLS). National
income and product account information on capital investment, gross national product, and net
exports is produced by the Bureau of Economic Analysis (BEA), U.S. Department of Com-
merce. Information relating to monetary policy, including changes in interest rates and foreign

exchange rates, and data on industrial production are furnished by the Federal Raserve Board
of Governors. '

Employment and unemployment: Data on nonmetro employment and unemployment come
from two sources. The monthly Current Population Survay (CPS), conducted by the Bureau of
the Census for the U.S. Department of Labor, provides detailed information on the labor force,
employment, unemployment, and demographic characteristics of the metro and nonmetro
population. CPS derives estimates based on a national sample of about 58,000 households
that are representative of the U.S. civilian noninstitutional population 16 years of age and over.
Laber force information is based on respondents’ activity during 1 week each month.

BLS county-level employment data ara taken from unemployment insurance claims and State
surveys of establishment payrolls which are then benchmarked to State totals from the CPS.
Thus, at the national and State levels, annual average BLS and CPS estimates are the same.
The BLS data series provides monthly estimates of labor force, employment, and unemploy-
ment for individus! counties.

Each of these data sets has its advantages and disadvantages. CPS furnishes detailed
employment, unemployment, and demographic data for metro and nonmetro portlons of the
Nation. BLS provides less detailed employment data than CPS, but offers very current
employment and unemployment information at the county level. While these data sources are
likely to provide differant estimates of employment conditions at any point in time, they
generally indicate similar trends.

Throughout Rural Conditions and Trends, we use "rural” and "nonmetro” interchangeably.
The same holds for "urban® and "metro.” However, in tables we use "nonmetro® and "metro,”
the original and more accurate terms used in the data sources.

Adjusted unemployment rate: The number of unemployed people, discouraged workers who
have given up looking for work, and half of the workers who work part time but want full-time
work as a percentage of the civilian labor force plus discouraged workers.

Civlllan labor force: Noninstitutional civilians aged 16 or older who are either employed or
unemployed. Individuals who are neither employed nor unemployed are out of the labor force.

Consumer Price Index (CPI): A measure of the average price level of a basket of consumer

goods and services at the retail level for a specific period compared against a benchmark
period.

County type classification: A recently updated USDA classification of nonmetro counties by

principal economic activity or demographic base. The categories used in this issue are as
follows:

Farming-dependent—counties where farming accounted for a weighted annual average of 20
percent or more of total labor and proprietor income (TLPI) in 1981, 1982, 1984, 1985, and
1986.

Manufacturing-dependent—counties where manufacturing contributed 30 parcent of more of
TLP!in 1986.

Mining-dependent-—counties where mining contributed 20 percent or more to TLPI in 1986.
Retiremant-destination—countias where the net inmigration rates of people aged 60 and over

were 15 percent or more of the expected 1980 population aged 60 and over for the period
1970-80.
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For further information, see Thomas F. Hady and Peggy J. Ross, An Update: The Diverse
Socia! and Economic Structure of Nonmetro Americs, AGES 9036, U.S. Department of
Agriculiure, Economic Research Service, June 1990.

Forelgn exchange rate: The rate at which one currency is traded for another. The Federal
Reserve publishes a measure of the overall foreign exchange rate of the U.S. dollar based on
the rates of the 10 major U.S. trading partners.

Gross natlonal product (GNP): The dollar amount of final goods and services produced by
the United States. GNP Is the sum of consumer spending, Federal Government purchases of
goods and services, business investment, and exports less the amount of imports. This
statistic is reported quarterly but is revisad in each of the 2 months following the initial release.
Nominal GNP measures final goods and services at current prices. Real GNP measures final
goods and services in 1982 prices to adjust for inflation.

inflatlon rate: The percentage changs in a measure of the average price level. Changes are
reported on a monthly basis and are stated as annual rates for longer term comparisons. The
two major measures of the average price level are the Consumer and Producer Price indexes.

Labor force participation rate: The civilian labor force as a percentage of the civilian
noninstitutional population 16 and older.

Metro areas: Metropolitan Statistical Areas (MSA's), as defined by the Office of Management
and Budget, include core counties containing a city of 50,000 or more people and a total area
population of at least 100,000. Additional contiyuous counties are included in the MSA if they
are economically and socially integrated with the core county. Metro areas are divided into
central cities and areas outside central cities (suburbs). Throughout this publication, “urban®
and "nietro” have baen used interchangeably to refer to people and places within MSA's.

Nonmetro areas: Counties outside metro area boundaries. Throughout this publication, “rural®
and "nonmetro® are used interchangoably to refer to people and places outside of MSA's.

Nonmatro county rural-urban continuum classification: A classification that distinguishes
among nonmetro counties by degree of urbanization and proximity to metro areas. The
categories are as foilows:

Urban adjacent—aggregate urban population (people living in places of 2,500 or more
population) of 20,007 or more, adjacent to a metro araa.

Urban nonadjacent—urban population of 20,000 or more, not adjacent to a metro area.
Less urban adjacent—urban poputation of 2,500 to 18,999, adjacent to a metro area.

Less urban nonadjacent—urban population of 2,500 to 19,999, not adjacent to a metro area.
Rural adjacent—completely rural (county contains no place of 2,500 or more population),
adjacent to a metro area.

Rural nonadjacent—completely rural, not adjacent to a metro araa.

This nonmetro classification is pait of a larger classification that also groups metro areas by
size. For further information, see Margaret A. Butler, Rural-Urban Continuum Codes for
Metro and Nonmat:o Countles, AGES 9028, U.S. Department of Agriculture, Economic
Research Service, April 1990,

Nonmetro minority counties: A classification of nonmetro counties by race and ethnicity.
Minority counties are nonmetro counties in which 25 percent or more of the total population in

1990 belonged 1o a single minority group—Biack, Hispanic, or Native American. The groups
are as follows:

Black—332 nonmetro countias in which 63.1 percent of all nonmetro Blacks lived in 1990.
Hispanic—123 nonmatro counties in which 51.1 percent of all nonmetiv Hispanics lived in 1980.
Native American—44 nonmetro counties in which 41.3 percent of all nonmetro Native Ameri-
cans (American Indians, Eskimos, and Aleuts) lived in 1990.

Producer Price Index: A measure of the average price received by producers of finished
goods at the wholesale level during a spacific period compared against a banchmark period.

Unemployment rate: The number of unempioyed people 16 years and older as a parcentage
of the civilian labor force 16 years and older.
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Appendix Tables

Appendix table 1—Nonmetro employment: Quarterly and annual averages

Adjusted
Labor force Unemployment  unemployment
Year/quarter Labor force participation Employment Unemployment rate rate’
Thousands Percent ———Thousands———— Parcent

1991:

2nd 28,529 63.1 24,673 1,856 7.0 10.7

1st 26,049 61.9 23,898 2,151 8.3 12.3
1990:

4th 26,361 62.6 24,776 1,585 6.0 9.7

3rd 26,607 63.2 25,158 1,450 5.4 8.8

2nd 26,417 63.2 24,934 1,483 5.6 8.9

1st 25,893 62.2 24,196 1,697 6.6 10.0
1989:

41h 26,168 62.8 24,778 1,330 5.3 8.6

3rd 26,783 64.1 25,323 1,459 54 8.7

2nd 26,389 63.5 24,919 1,470 5.6 8.9

1st 25,441 62.2 23,807 1,634 6.4 10.2
1988:

4th 25,510 62.8 24,042 1,469 5.8 9.4

3rd 25,793 63.2 24,294 1,499 5.8 9.6

2nd 25,513 62.4 23,978 1,835 6.0 9.8

1st 24,819 61.2 22,996 1,823 7.3 11.6
1987:

4th 25,087 62.3 23,449 1,638 6.5 10.6

3rd 25,277 62.9 23,634 1,643 6.5 10.5

2nd 25,186 62.2 23,437 1,749 6.9 10.9

1st 24,856 61.0 22,688 2,167 8.7 13.1
1990 26,319 62.8 24,766 1,554 5.9 9.4
1989 26,209 63.2 24,718 1,491 5.7 9.1
1988 25,409 62.4 23,827 1,582 6.2 10.1
1987 25,101 62.1 23,302 1,799 7.2 11.3
1986 25,171 61.9 23,091 2,080 8.3 12.8
1985 24,781 61.2 22,700 2,081 8.4 13.0
1984 34,725 62.1 31,930 2,796 8.1 12.2
1983 34,156 61.8 30,696 3,460 10.1 14.9
1982 33,740 61.7 30,335 3,405 10.1 149
1981 33,092 61.9 30,488 2,603 7.2 11.5
1980 32,512 61.7 30,150 2,362 7.3 10.7
1979 31,716 61.5 29,916 1,800 8.7 8.5

Note: Baginning in 1985, estimation procedures for the Currant Population Survey are based on the 1980 Census. That change accounts
for the large drop in the nonmetro labor torce between 1984 and 1985,

'Unemployment rate adjusted to include discouraged workers and half of the workers employed part time for aconomic reasons.

Source: Bureau of the Cansus, Current Population Survey.




BN vty A > it T 2t &
B T T S P
P )

Appendix Tables

Appendix table 2—Metro employment: Quarterly and annuai averages

Adjusted
Labor force Unemployment  unemployment
Yaar/quarter Labor force participation Employmasnt Unamployment rate rate’
Thousands Percent ———Thousands———— Percent:

1991:

2nd 99,017 67.1 92,522 6,496 6.6 9.4

1st 97,984 56.6 91,362 6,622 . 6.8 9.7
1990: .

4th 98,463 67.2 92,956 5,507 5.6 8.2

3rd 99,290 67.9 93,872 5,417 5.5 8.0

2nd 98,504 67.4 93,480 5,024 5.1 ' 7.4

1st 97,615 67.0 92,283 5,332 5.5 7.8
1989:

4th 98,191 67.5 93,242 4,949 5.0 73

3rd 98,373 67.9 63,366 5,007 5.1 7.5

2nd 97,391 67.4 92,449 4,942 5.1 75

1st 96,633 66.7 91,411 5,223 54 79
1988:

4th 96,886 67.0 92,139 4,748 49 7.4

3rd 97,249 67.5 92,132 5117 5.3 8.0

2nd 95,843 66.8 90,801 5,042 53 7.8

1st 95,061 66.3 89,492 5,569 5.9 8.6
1687 .

4th 95,433 66.6 90,347 £,086 5.3 7.9

3rd 95,924 67.2 90,434 5,490 5.7 8.6

2nd 94,546 66.6 88,869 5,677 6.0 8.7

st 93,152 65.9 86,904 6,249 6.7 9.6
1990 98,468 67.4 93,148 5,320 5.4 7.9
1989 97,660 67.4 92,624 5,036 5.2 75
1988 96,260 66.9 91,141 5,119 5.3 7.9
1987 94,764 §6.6 89,138 5,625 5.9 8.7
1986 92,665 66.2 86,508 6,157 6.6 9.5
1985 90,684 65.9 84,453 6,231 6.9 9.9
1984 78,019 65.4 73,676 5,743 7.3 10.4
1983 77,394 65.1 70,137 7,257 94 13.1
1982 76,465 65.1 69,192 7,213 9.5 13.1
1981 73,301 64.9 67,825 5,476 75 10.3
1980 72,207 64.8 67.120 5,087 7.0 9.5
1979 71,192 64.7 67,029 4,163 5.8 8.0

Note: Beginning in 1985, estimation procedures for the Current Population Survey are based or: the 1980 Census.

'Unemployment rata adjusted to indude discouraged workers and half of the workers employed part time for economic reasons.
Source: Bureau of the Census, Current Population Survey.
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you keep your expertise up-to-date. Order these periodicals today to get the latest facts, fig-
ures, trends, and issues from ERS.

Agricultural Outiook. Presents USDA's farm income and food price forecasts. Emphasizes the short-term
outiook, but also presents long-term analyses of issues ranging from international trade to U.S. land use and
availability. 11 issues. 1 year, $26; 2 years, $51; 3 years, $75.

Economic Indicators of the Farm Sector. \Ipdates economic trends in U.S. agriculture. Each issue explores
a different aspect of income and expenses: national and State financial summaries, production and efficiency

statistics, and costs of production for livestock and dairy and for major field crops. 5 issues. 1 year, $14;
2 years, $27; 3 years, $38.

Farmiine. Concise, fact-filled articles focus on economic conditions facing farmers, how the agricultural environ-
ment is changing, and the causes and consequences of those changes for farm and rural people. 11 issues.
1 year, $12; 2 years, $23; 3 years, $33.

Food Review. Offers the latest developments in food prices, product safety, nutrition programs, consumption
pattems, and marketing. 4 issues. 1 year, $11; 2 years, $21; 3 years, $30.

Forelgn Agricuitural Trade of the United States. Updates the quantity and value of U.S. farm exports and
imports, plus price trends. 8 issues. 1 year, $25; 2 years, $49; 3 years, $72.

Rural Development Perspectives. Crisp, nontechnical articles on the results of new rural research and what
those results mean. 3issues. 1 year, $9; 2 years, $17; 3 years, $24.

Rural Conditions and Trends. Tracks rural events: macroeconomic conditions, employment and underemploy-

ment, industrial structure, earnings and income, poverty and population. 4 issues. 1 year, $14; 2 years, $27; 3
years, $39.

The Journal of Agricuitural Economics Research. Technical research in agricultural ecoriomics, including
econometric models and statistics focusing on methods employed and results of USDA economic research.
4 issues. 1 year, $8; 2 years, $15; 3 years, $21.

World Agricutture. Deals with worldwide developments in agricultural markets and trade with an emphasis on
implications for global and U.S. agricultural trade. 4 issues. 1 year, $21; 2 years, $41; 3 years, $60.

Situation and Outiook Reports. These reports provide timely analyses and forecasts of all major agricultural
commoditias and related topics such as finance, farm inputs, land values, and world and regional developments.
Each Situation and Outlook title costs 1 year, $12; 2 years, $23; 3 years, $33. Titles include:

Agricultural Income and Finance  Cotton and Wool Oil Crops Sugar and Sweeteners
Agricultura! Resources Dairy Outlook for U.S. Tobacco

Agriculture and Trade Reports Feed Agricultural Exports ~ Vegetables and Specialties
Aquaculture Fruit and Tree Nuts  Rice Wheat

Also available: Livestock and Pouttry: 1 year, $17; 2 years, $33; 3 years, $48.
Livestock & Poultry Update (monthly): 1 year, $15; 2 years, $29; 3 years, $42.
U.S. Agricultural Trade Update (monthly): 1 year, $15; 2 years $29; 3 years, $42.

Add 25 percent for shipments to foreign addresses (Includes Canada).

To subscribe to these periodicals, call our order desk toll free,
1-800-999-6779 (8:30-5:00 ET in the United States and Canada;
other areas, please call 301-725-7937), or write to:

ERS-NASS
P.O. Box 1608
Rockville, MD 20849-1608
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Rural Conditions and Trends
presents a special report on

Financial Institutions
and Markets

A special supplement to Rural
Conditions and Trends examines
the three most common financial
institutions serving rural America—
banks, savings and loans, and
credit unions—and assesses their
health and outlook.

Here are some of the findings the-
authors discuss in detail:

1 Most rural banks are healthy
enough to absorb weaknesses
that would result from a severe
economic downturn.

1 Fewer S&L’s will remain because
of tough new Federal standards.
Those that do remain will he
smaller but stronger because of
new capital requiremenits.

4 Rural credit unions are relatively
healthy but represent only a
srall portion of the rural financial

industry. This Rural Conditions anc Trends supplement is
available from ERS-NASS for $8.00 ($10.00 to foreign
1 Credit will be available to addresses). To order your copy, cali 1-800-999-6779.
qualified rural borrowers, but You may also order a copy by writing to ERS-NASS,
lengers will more closely Box 1608, Rockvilie, MD 20849-1608.

scrutinize their creditworthiness. )
As always, you may charge your order to your Visa or

MasterCard, or we can bill you.
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Qverview

Unemployment Remains High as
Recovery Stalls )

he tall and winter months have seen a dampening of the economic recovery that appeared
to start in the spring. Consumer confidence is low and unemployment remains high. In
Neither rural nor urban October and November, many retailers told the Federal Reserve that they had resorted to price
areas had regained giscoums to spur sluggish seasonal sales. And, momentum in manufacturipg, the fastest grow-
their prerecession ing sector during the summer and early fall, has flagged. On the positive side, interest rates

continue to decline and irflation is moderate, leading many analysts to expect growth in the
employment levels by second half of 1992,

t1hge Q;h’rzlgggr;taelrrg;ov- The most recently available rural and urban employment data cover the first three quarters of

’ 1991. Neither rural nor urban areas had regained their prerecession employment level by the
ery has stalled; growth  third quarter of 1991, according to both Current Population Survey (CPS) and Bureau of Labor
is expected to resume Statistics (BLS) estimates. Rural unemployment declined slightly in the third quarter, but it was
in the second half of matched by a rise in the number of discouraged workers, indicating a scarcity of job openings
1992, in rural areas.

New Feature Initiated

This issue includes a new feature, National Economy Links to Rural Areas, an occasional
articie that will explain the rural implications of various aspects of the national economy. This
first article investigates what the BLS projections of national employment to the year 2005 may
mean for rural areas.

Comparing projected eraployment growth by industry and occupatlon with the current distribu-
tion of rural and urban workers by sector suggests that rural employment growth may not keep
pace with urban growth in the next 15 years. Under BLS’s. moderate-growth scenario, .
employment in the farming, agricultural services, forestry, and fishing; mining; and manufactur-
ing industrial groups is projected to decline. Higher proportions of rurai than urban workers are
employed in these industries, suggesting that rural areas may sustain a disproportionate share
of these job lossec. Or: the other hand, employment in all occupational groups is projected to
increase. Howaever, rural employment is more concentrated in slower growth occupational
groups.

Comparing the projections with overall rural employment patterns gives us an idea of what the
trend may be over the next 15 years. But what happens in a particular local area depends on
many factors unique to that area. [Linda M. Ghelfi, 202/219-0547.]

Projected change in employment by industry and occupation, 1990-200:;

Employment In agriculture, mining, and but employmaent In all occupational groups projected to
manutacturing to decline... Incresse
All Industries
All
Farming’ orcupations [
Mining
Protassional
Construction spec?;}ty -
Manutacturing Technicians
Transportation®
Wholesale trade
Retail trade
Finance® Agricuttural” B}
Precision
Services production®
Government 174 Operatcrs®£3
I L ! 1 - 1 L B T
-10 0 10 20 30 4 50 0 10 20 30 40
. Percentage change, moderate-growth scenario ) Percentage change, mgdomwgmwm sconario
2:ncu.um ogricun&gru. m forestry, and fisheries. “wm ﬁ“&'&“ﬁ'&% :nd menagerial. _incluces goﬂo:ym u;\d .gn':rhlng
Sinchdes e rance anc real setare. Yinciudes ACMINIETTATVE SUPPOrL Sinclucies fabrioaks &nd laborers.
Source: Bureay of Labor Statistics.
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Natlonal Economic Conditions

The national recession
appeared to end in the
spring, but the recovery
stalled in the last few
months of 1991. Fall-
ing interest rates lead
most forecasters to
predict a stronger re-
covery in 1992.

Recovery Pauses in Fourth Quarter

fter recovering in the spring and summer of 1991, production and employment gains

slowed in the last few months of the year. The Department of Commerce’s Coincident
index--a composite of monthly employment, income, sales, and production data--rose at a 2.7-
percent annual rate f-om March through July. The rise in the Coincident index, which
measurgs real aconcmic growth on a monthly basis, prompted many analysts to suggest that
the recession had ended in the spring. After July, however, the index grew much more slowly
and was essentially flat for the last few months of the year.

Movements in the number of nontarm payroll jobs--one component of the Coincident Index—
were erratic in the second half of the year. By August, the number of nontarm jobs had risen
235,000 from their recession low in April, but, by November, had retreated to only slightly
above the April figure. Jobs in goods-producing industries fell below their April level in
November, while jobs in service-producing industries were only slightly below their prerecession
high.

Consumer Confidence Drops

Although sales, production, and employment data were largely flat in the fourth quarter,
consumer confidence dropped substantially in October and November, reaching the lowest
levels since the 1982 recession. Consumer confidence is thought by many economists to be
an important determinant of consumer spending. For example, analysts have suggested that
the steep declines in consumer confidence in September and October 1990 helped solidify the
recession. The resurgence in confidence in early 1991, associated with the end of the Persian
Gulf war, helped spark the recovery in the spring. Since consumer spending accounts for
about 65 percent of gross national product, declining consumer confidence points to continued
sluggish growth in the overall economy for the next few months.

Inflation Remains Modest

Consumer prices rose about 3 percent in 1991, half the rate of 1990. Much of inflation’s decline
was due to a sharp drop in energy prices following the run-up associated with Irag’s invasion of
Kuwait. However, other forces were also important in reducing infiation in 1994%. Food prices
rose at about a quarter of 1990's 5.3-percent rate. Raw materials prices, excluding oil and
food, fell more than 7 percent during the year, and wage increases were lower in 1991 than in
any of the previous 8 years. The recession resulted in relatively low demand for moterials that
led to lower prices, while relatively high unemployment rates moderated wage increases.

Interast Rates Continue To Slide

Interest rates continued io decline in the last quarter of 1991. Particularly, short-term interest
rates reached lows comparable to those of nearly two decades ago, and the bank prime rate
foll to 7.5 parcent. Longer term rates also fell, although not as much as short-term rates.
Yields on 10-year Treasury notes fell below 7.4 percent, their lowest level since 1973.
Mortgage interest rates declined as well, falling to a 5-year low in the fourth quarter.

Outlook: wower Interest Rates Spur Recovery

Most forecasters expect the recovery will gain strength in 1992 as declining interest rates in
1991 begin to affact production and employment. Declines in interest rates usually lead to
increases in employment and production about 6 months to a year after rates decline. A
survey conducted by the National Association of Business Economists (NABE) in October
reported that growth was expected to be modest for the next 6 months, but would accelerate in
the second half of 1992, For 1992 as a whole, real GNP is expected to grow by 2.4 percent
according to the NABE panel, after falling by about 0.5 percent in 1991. Housing starts,
traditionally very sensitive to interest rate movements, are projected to increase by 20 percent
in 1992, providing a substantial boost to real GNP. As overall production increases, the
unemployment rate is expected to fall. The NABE panel predicts a 6.5-percent rate for 1992,
down slightly from 6.7 percent in 1991,

While fourth quarter statistics suggest the recovery from the 1990-91 recession has stalled,
lower inflation and lower interest rates are expacted 1o provide the foundation for a resumption
of rezovery in 1992. Even so, most forecasters are predicting the recovery will be relatively
slow by historical standards. [Analysis reflects data as of December 1, 1991, Jennifer L.
Beattie and R. M. Monaco, (202) 219-0782]
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National Economic Conditions

Index of Coincident indicators

Recovery began in the spring but stalled In the fall...
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Employment Mix Will Change by 2005

hat wiil employmant ook like in 2005? The Bureau of Labor Statistics (BLS) has recently k’ ..
released its projections of employment from 1990 to 2005 in the November 1991 Monthly :
Rural employment is Labor Review. However, the BLS projactions do not spacifically address rural employment .
well represented in the trends. Using the current structure of rural/urban employment and the BLS projections :
. suggests that employment will continue to decline in industries that are concentrated in rural

occupations expected areas.
to grow over the next
15 years, but rural BLS Long-Term Projections

employment is current- The prospects for employment by industry and for specific occupations depend primarily on

ly more. concentrated in major econBolr-nic developments. Because projectior;;h of these developments are relativaly

; . . uncertain, BLS considers three scenarios: low growth, moderate growth, and high growth.
”.'dusmes and occupa Several featuras are common to ali scenarios. Total labor force growth is projected to slow due
"‘?"5 expected to de- to a slower growing population, a rapidly growing older population, and smaller increases in
cling or grow slowly. labor force participation rates, particularly for younger women. Unless offset by productivity
gains, slowar overall labor force growth leads to slower real GNP growth. As a result, BLS
economic growth rates are relatively low: the average rate of real GNP growth in the high-
growth scenario only equals the rate of the last 15 years.

Not all sectors will be equally affected by relatively slower national economic growth. Relatively
strong demand for U.S. exports, a smaller Federal deficit, and changes in consumer buying
patterns due to the aging population are among the factors that will determine which industries
are likely to grow more quickly than others. For example, the aging of the baby boom
population is expected to shift consumption expenditures away from housing and new car sales
toward services and, in particular, toward medical services.

Projected Industry Changes

Employment in' agriculture, mining, and manufacturing is projected to decline during 1990-2005
under the moderate-growth scenario. The employment change ranges from -8.4 (low growth)
to -2.9 percent (high growth) for agricuiture, -15.9 to -3.0 percent for mining, and -12.5 to 0.4
percent for manufacturing. By comparison, the number of agriculture and mining jobs declined
during 1975-90, each by about § percent, but the number of manufacturing jobs rose slightly.
Rural areas had a larger share of workers in these industries than urban areas in 1989.
Among the projected high-growth industries, rural areas had about the same proportion
employed in retail trade as urban areas in 1989, but lower proportions in finance and services.
The services industry is expected to grow the most, with projected national employment growth
of 31.3 to 49.0 percent. Services also grew the most from 1975 to 1990, 102.4 percent.

Although looking at the industry mix alone is useful, looking at both the industry mix and the
occupational mix yields a more complete picture of how rural economies may be affected by
naticnal employment trends.

Projected Occupation Changes

Daspite declines in some industries, employment in all the major occupational groups is
expacted to increase under the moderate-growth scenario. BLS projects that three of the four
fastest growing occupational groups will be those requiring relatively high levels of education or
training: executive, administrative, and managarial; professional spacialty; and technicians and
related suppont. Rural areas currently have proportionally fewer of these workers than urban
areas do. In addition, rural areas currently have a larger share of workers employed in
agriculture, forestry, and fisking, and precision production, craft, and repair. Growth in these
occupational groups is expected to be substantially less than the overall growth rate.

How can projected employment in the agriculture industry be declining while projected
employment in the agricultural occupational group is increasing? The BLS projection of an
increase in those employed in agriculture, forestry, fishing, and related occupations is consis-
tent with its projection of a deciine in employment in the agriculture industry. BLS sees decline
in farming occupations and growth in nonfarm agricultural service occupations, such as
gardoners and groundskeepers who may be employed in other industries.

When we look at spacific occupations, rural areas are wall represented in the largest growth
occupations. About 9 percent of both rural and urban employment is in the five occupations
expected to add the most jobs. But rural areas have twice the proportion of employment in
occupations expected to sustain the largest decreases. The five occupations expected to lose
the most jobs make up 7.6 percent of rural versus 3.5 percent of urban employment.

6 Rural Conditions and Trends, Winter 1991/92 BN
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" National Economy Links to Rural Areas

Prospects for Rural Employment Growth

Over the last 15 years, employment in rural areas has decreased as a share of total U.S.
employment. Although a large share of rural employment is now in occupations expected to
grow the most over the next 15 years, employment in industries and occupational groups with
projected declines or siow growth are concentrated in rural areas. This suggests that rural
employment will continue to be a shrinking share of the national labor force. [Karen S.
Hamrick, 202/219-0782]

Employment distribution and change by industry
Agricuiture, mining, and manutfacturing smployment expected to shrink by 2005...

1989 employment 1990-2005 projected
distribution 1975-90  change, moderate-
Industry Nonmetro Metro actual change growth scenario
Percent
Agricutture 6.3 1.9 5.3 -6.0
Mining 1.6 5 -5.4 -6.0
Construction 5.3 5.3 45.7 18.0
Manufacturing 175 140 43 -3.1
Transportation,
communications, and utilities 4.1 4.8 28.3 14.8
Wholesale trade 3.3 5.3 40.1 16.2
Retail irade 16.4 16.6 55.8 26.0
Finance, insurance,
and real estate 49 8.2 61.8 20.6
Services 20.9 28.5 102.4 41.6
Government 16.7 14.9 24.8 17.4
Total employment 100.0 100.0 39.8 20.1

Source: Bureau of Economic Analysis data and Bureau of Labor Statistics projections.

Employment distribution and change by occupational group
...but employment in ali occupational groups expaected to grow

1990 employment 1990-2005 projected
distribution 1975-90  change, moderate-
Occupational group Nonmetro Metro actual change growth scenario
Percent

Executive, administrative, and managerial 8.7 134 83.1 27.4
Professional specialty 106  14.2 59.9 323
Technicians and related support 25 35 75.7 36.9
Marketing and sales 10.3 12.6 55.1 241
Administrative support occupations,

including clerical 12.6 16.7 339 131
Sarvice occupations 14.4 13.2 36.1 29.2
Agricultural, forestry, fishing,

and related occupations 7.3 1.7 -9.8 4.5
Precision production, craft, and repair 13.1 1.1 28.9 12.6
Operators, fabricators, and laborers 20.5 13.6 6.7 4.2

Total employment 100.0 100.0 37.4 20.1

Source; Current Population Survey data and Bureau of Labor Statistics projections.

Occupatlons with the largest Job growth or decline, 1990-2005
Farmers: projected to lose the most jobs of zil occupations
Occupations with the largest Occupationa with the largest
projected job growth projected job losses
Retai! salespersons Farmers
Registered nurses o Bookkeeping, accounting, and auditing clerks
Cashiars Child care workers in private househokis
General office clerks Sewing machine operators who sew garments
Light and heavy truck drivers Electrical and electronic assemblers
190 Rural Conditions and Trends, Wintar 1991/92 7
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Employment

Rural employment
declined bstween the
first three quarters of
1990 and the first three
quarters of 1991.
Employment declines
hit rural areas in all
regions of the country;
however, New Eng-
land and the Middle
Atlantic States had the
largest percentage
declines.

8 Rural Conditions and Trends, Winter 1991/92

Rural Employment Falls

q ural employment remains below its prerecession level. Third-quarter seasonally adjusted
s 1 employment data show no signs of a turnaround in rural job growth, consistent with the
stalled national recovery.

Rurai employment declined 1.4 percent between the first three quarters of 1990 and the first
three quarters of 1991, according to Current Population Survey (CPS) data. This decline was
the steepest since the 1980-82 recsssions. Employment also declined in urban areas by 0.9
percant in the same period. '

Bureau of Labor Statistics (BLS) county-level data also show both rural and urban employment
slipping in the first three quarters of 1991. Rural employment was down 0.3 percent and urban
jobs declined by 1.0 percent. These estimates are unlike CPS estimates, which show rural
areas with a steeper decline than urban areas. CPS rural estimates are generally more reliable
than BL3 numbers because they are based on a nationally representative sample of rural
workers. BLS estimates are based on more indirect evidence from a survey of businesses, but
they have the advantage of providing geographic detail not #vailable in the CPS data.

All Reglons Show Employment Downturn

Declines in rural employment growth have atfected all regions of the country, according to BLS
data. Between the first thrue quarters of 1990 and the same period in 1991, rural areas in the
Northeast had the largest decline in employment, down 2.3 percent. Dewnturns in banking,
finance, insurance, real estate, and defense-related industries have struck hard in the Northeast
and Middle Atlantic States Employment in the rural Midwest, South, and West remained
basically unchanged, with near zero growth in the first three quarters of 1991.

Although no particular region showed signs of notable job growth, rural employment did pick up
in several States during the first three quarters of 1991. In the South, Texas and Virginia had
higher rural employment grovth than in the same period in 1990. In the West, rural employ-
ment ircreased in Nevada, Utah, and Hawaii.

Employment Declined Most in Manufacturing-Dependent Counties

Rural manufacturing-, mining-, and government-dependent counties all had declines in
employmant during the first three quarters of 1991. Employment in farming-dependent counties
was unchanged. The largest decline was in rural manufacturing counties, down 1 percent.
Manufacturing is usually the first to feel the effects of an economic downturn as suppliers facing
reduced demand lay off workers. Employment in government-depandent counties dropped by
0.7 percent in the first three quarters of 1991. This change may reflect cutbacks in State and
jocal governments in response to budget shorttalls induced by the recession.

Rural counties with high percentages of Native Americans and Blacks had greater employment
losses than the rural average of -0.3 percent in the first three quarters of 1991. Employment in
Native American counties declined by 1.5 percent, employment in Black counties declined by

0.8 percent, but employment in Hispanic counties grew slightly [Timothy S. Parker, 202/219-
0541]
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Employment change, 1987 through the first three quarters of 1991
Nonmetro and metro employment down in the first three quarters of 1991, according to

both CPS and BLS data

Data source
and area 1987-88

1988-89

1989-90

1st 3 quarters 1980-
1st 3 quarters 1991

Current Population Survey:

Percentage change

United States 2.2 2.1 0.5 -1.0
Nonmetro 2.3 37 2 -14
Metro 2.2 16 .6 -9

Bureau of Labor Statistics:

United States 2.3 2.0 5 -9
Nonmetro 2.4 2.2 8 -3
Metro 2.3 2.0 4 -1.0

Sources: Current Population Survey . 'd Bureau of Labor Statistics county data.

Nonmetro eraployment changc by county type

Manufacturing- and government-dependent counties had lower employment in the fi~st

three quarters of 1991
Pzegcentage change

2 2

First three quarters:
1989-90 _§1990-91
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Source: Bureau of Labor Statistics.

Manufacturing

Government

Nonmetro employment change, first three quarters, 1990-91

Downturn affects all regions

Source: Bursou of Laber Statlefice.
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Rural unemployment
was unchanged in the
third quarter of 1991.
Between mid-1990 and
the second quarter of
1991, unemployment
had risen in all regions
of the country, with
particu.arly larg = ‘n-
creases in the No:n-
east, California, and
the Carolinas. The
recession also raised
already high unemploy-
ment rates in mining
and minority counties.

Rural Unemployment Remains High

R ural unemployment remains at the recessionary level reached earlier in 1991. The fact
that unemployment has not fallen suggests that the job picture has yet to improve for rural
workers, consistent with other evidence that the economic recovery has stalled. It is too soon
to know if the recession will recede more slowly in rural than in urban labor markets, as was
true following the 1981-82 recession.

The rural unemployment rate in the third quarter of 1991 was 7 percent, according to seasonal-
ly adjusted Current Population Survey (CPS) data. This level was essentially unchanged from
the 7.1-percent unemployment of the previous quarter. Preliminary Bureau of Labor Statistics
(BLS) data also suggest that jobs continue to be scarce in many rural areas. Rural unemploy-
ment stood at 7.6 percent in the third quarter, essentially unchanged since the beginning of the
year, according to seasonally adjusted BLS data. By comparison, the national rate was 6.8
percent in the third quarter.

Official unemployment rates may understate the full extent of employment difficulties, because
they omit individuals who want a job but have given up looking for work (discouraged workers)
and those forced to accept part-time work. The third-quarter adjusted unemployment rate
(includes discouraged workers and half of those who work part-time but want to work full-time)
was 11 percent in rural areas, the same as the second-quarter level. The small estimated
reduction in official unemployment between the second and third quarters was accompanied by
a similar increase in the number of discouraged workers, rather than an increase in fural
employment. This development suggests that job openings remained scarce in rural areas.

Urban unemployment was also essentially unchanged between the second and third quarters,
according to seasonally adjusted CPS data. The official unemployment rate was 6.7 percent in
the third quarter and the adjusted unemployment rate was 9.6 percent. As has been true since
1980, rural unemployment rates exceeded urban rates.

Unemployment Higher in Some Areas

The recessionary increase in unemployment affected counties in all regions of the country, as
measured by change in average unemployment between the first three quarters of 1980 and
the same period in 1991. Despite the breadth of the economic downturn, there were important
regional differences in the size of the rise in unemployment. There was also much variation
among rural counties within each region.

The largest increase in unemployment occurred in the rural Northeast where unemployment
jumped from 5.9 percent in the first three quarters of 1990 to 8.2 percent in the first three
quarters of 1991. Declines in defense-related industries, construction, and finance have hit the
Northeast particularly hard. Large increases in unemployment were also registered in rural
California, which has also lost defense-related jobs and is experiencing a severe drought, and
in rural North Carolina and South Carolina, where many manufacturing workers were laid off.

The smallest increase in uneraployment occurred in the Midwest, but rural unemployment still
qrew from 6.1 to 7 percent. The relative stability of the farm sector in the current economic
downturn is one reason that fewer midwestern workers have become unemployed. At least
through the third quarter of 1991, midwestern manufacturing has also shown considerable
resilience, probably due in part to improved export sales.

The unemployment rate in mining-dependent rural counties was 9.1 percent in the first three
quarters of 1991, compared with 7.7 percent for all rura} counties. Mining-related unempioy-
ment contributed to the 11.2-percent unemployment rate in rural West Virginia. Only California,
at 11.7 percent, had higher rural unemployment.

Rural counties with large minority populations continue to experience above-average unemploy-
ment rates. Counties in which Hispanics made up at least 25 percent of the population had
10.2-percent unemployment. Counties with large Native American populations had 9.4-percent
unemployment, and counties with large Black populations had 8.4-percent unemployment. [A
map showing the location of minority counties can be found in Rural Conditions and Trends,
Vol. 2, No. 2, Summer 1991, page 3.]

High Unemployment May Persist for Some Time

Recessionary increases in unemployment often persist for some time after business conditions
beyin to improve. Cne reason for this lag is that many businesses mest an initial recovery in
sales by liquidatirg existing inventories or by increasing the hours worked by current

[
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Unemployment

employees, rather than by hiring new workers. Delays in hiring are espacialty likely when
employers believe that sales increases may be temporary. Widely publicized concerns that the
current recovery is weak could be partly responsible for the fact that hiring has lagged and un-
employment rates have yet to begin falling. [Paul Swaim, 202/219-0552]

Quarterly unemployment rate
Nonmat:o unemployment higher than metro, but less so than during the 1980's

Percentage unemployed, seasonally adjusted
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Nonmetro unemployment, first three quarters of 1991
Unemployment generally lower in the Plains
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Data Sources Macroeconomic conditions: The economic indicators used to monitor macroeconomic

- changes in the U.S. economy are derived from Federal sources. Measures of infiation,
including the Consumer and Producer Price !ndexes, and employment and unemployment data
are developed by the U.S. Department of Labor's Bureau of Labor Statistics (BLS). National
income and product account information on capital investment, gross national product, and net
exports is produced by the Bureau of Economic Analysis (BEA), U.S. Department of Com-
merce. Information relating to monetary policy, including changes in interest rates and foreign

exchange rates, and data on industrial production are furnished by the Federal Reserve Board
of Governors.
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Employment and unemployment: Data on nonmetro employnient and unemployment come
from three sources. The monthly Current Fopulation Survey (CPS), conducted by the Bureau
of the Census for the U.S. Department of Labor, provides detailed information on the labor
force, employment, unemployment, and demographic characteristics of the metro and nonmetro
population. CPS derives estimates based on a national sample of about 58,000 households
that are representative of the U.S. civilian noninstitutional population 16 years of age and over.
Labor force information is based on respondents’ activity during 1 week each month.

BLS county-level employment data are taken from unemployment insurance claims and State
surveys of establishment payrolis which are then benchmarked to State totals from the CPS.
Thus, at the national and State levels, annual average BLS and CPS estimates are the same.

The BLS data series provides monthly estimates of labor force, empioyment, and unemploy-
ment for individual counties.

BEA employment data, unlike the household data coliected by the CPS and BLS, provide
astablishment data on the number of jobs rather than the number of workers. The BEA data
are taken primarily from administrative reports fiad by employers covered under unemployment
insurance laws and from information from the Internal Revenue Service and the Social Security
Administration. Thus, jobs are counted at the place of work and are based on a virtual
universal count rather than a sample. The BEA data provide detailed information on the
number of jobs and earnings by industry and sources and amounts of income at the county
level. A shortcoming of the BEA data is the 2-year lag between when they are collected and
when they are available for analysis.

Each of these data sets has its advantages and disadvantages. CPS furnishes detailed
employment, unemployment, arnd demographic data for metro and nonmetro portions of the
Nation. The BEA provides estimates of the number of jobs and earnings by industry for
individual county areas. BLS provides less detailed employment data than CPS, tut offers very
current employment and unemployment information at the county level. While these data
sources are likely to provide different estimates of employment conditions at any point in time,
they generally indicate similar trends.

Definitions Throughout Rural Conditions and Trends, we use "rural” and "nonmetro” interchangeably.
The same holds for "urban” and "metro.” However, in tables we use "nonmetro” and "metro,”
the original and more accurate terms used in the data sources.

Adjusted unemployment rate: The number of unemployed people, discouraged workers who
have given up looking for work, and halt of the workers who work part time but want full-time
work as a percentage of the civilian labor force plus discouraged workers.

Civilian labor force: Noninstitutional civilians aged 16 or older who are either employed or
unemployed. Individuals who are neither employed nor unemployed are out of the labor force.

Consumer Price Index (CPl): A measure of the average price.level of a basket of consumer

goods and services at the retail level for a specific period compared against a benchmark
period.

County type classification: A recently updated UUSDA classification of nonmetro counties by

principal economic activity or demographic base. The categories used in this issue are as
follows:

Farming-dependent—counties where farming accounted tor a weighted annual average of 20

percent or more of total labor and proprietor income (TLPI) in 1981, 1982, 1984, 1985, and
1986.

Manutacturing-dependent—counties where manufacturing contributed 30 percent ot more of
TLPI in 1986.

Mining-dependent—counties where mining contributed 20 percent or more to TLPlin 1986.
12 Rural Conditions and Trends, Winter 1991/92
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Govemment-dependent—counties where Faderal, State, and local government contributed 25
percent or more to TLPI in 1986.

Retirement-destination—counties where the net inmigration rates of people aged 60 and over
were 15 percent or more of the expected 1980 population aged 60 and over for the pe 1©od
1970-80.

For further information, see Thomas F. Hady and Peggy J. Ross, An Update: The Diverse
Soclal and Economic Structure of Nonmetro America, AGES 9036, U.S. Department of
Agriculture, Economic Research Service, June 1990. '

Forelgn exchange rate: The rate at which one currency is traded for another. The Federal
Reserve publishes a measure of the overall foreign exchange rate of the U.S. dollar based on
the rates of the 10 major U.S. trading partners.

Gross national product (GNP): The dollar amount of final goods and services produced by
the United States. GNP is the sum of consumer spending, Federal Government purchases of
goods and services, business investment, and exports less the amount of imports. This
statistic is reported quarterly but is revised in each of the 2 months following the initial release.
Nominal GNP measures final goods and services at current prices. Real GNP measures final
goods and services in 1982 prices to adjust for inflation.

Intlatlon rate: The percentage change in a measure of the average price level. Changes are
reported on a monthly basis and are stated as annual rates for longer term comparisons. The
two major measures of the average price level are the Consumer and Producer Price Indexes.

Labor force particlpation rate: The civilian labor force as a percentage of the civilian
noninstitutional population 16 and ¢ ‘er.

Metro areas: Maetropolitan Statistical Areas (MSA's), as defined by the Office ci Management
and Budget, include core counties containing a city of 50,000 or more people and a total area
population of at least 100,000. Additional contiguous counties are included in the MSA if they
are economically and socially integrated with the core county. Metro areas are divided into
central cities and areas outside central cities (suburbs). Throughout this publication, "urban”
and "metro” have been used interchangeably to refer to people and places within MSA's.

Nonmetro areas: Counties outside metro area boundaries. Throughout this publication, "rural”
and "nonmetro® are used interchangeably to refer to people and places outside of MSA's.

Nonmetro county rural-urban continuum classification: A classification that distinguishes
among nonmetro counties by degree of urbanization and proximity to metro areas. The
categories are as follows:

Urban adjacent—aggregate urban population {people living in places of 2,500 or more
popuiation) of 20,000 or more, adjacent to a metro area.

Urban nonadjacent—urban population of 20,000 or more, not adjacent to a metro area.
Less urban adjacent—urban population of 2,500 to 19,999, adjacent to a metro arsa.

Less urban nonadjacent—urban population of 2,500 to 19,999, not adjacent to a metro area.
Rural adjacent—completely rural (county contains no place of 2,500 or more population),
adjacent to a metro area.

Rural nonadjacent—completely rural, not adjacent to a metro area.

This nonmetro classification is part of a larger classification that also groups metro areas by
size. For further information, see Margaret A. Butler, Rurai-Urban Continuum Codes for

Metro and Nonmetro Counties, AGES 9028, U.S. Department of Agricuiture, Economic
Research Service, April 1990. :

Nonmetro minority counties: A classification of nonmetro counties by race and ethnicity.
Minority counties are nonmetro counties in which 25 percent or more of the total population in

1990 belonged to a single minority group—Black, Hispanic, or Native American. The groups
are as follows:

Black—332 nenmetro counties in which 63.1 percent of all nonmetro Blacks lived in 1990.
Hispanic—123 nonmetro counties in which 51.1 percent of all nonmetro Hispanics lived in 1990.
Native American—44 nonmetro counties in which 41.3 percent of all nonmetro Native Ameri-
cans {American Indians, Eskimos, and Aleuts) lived in 1890.

Producer Price Index: A measure of the average price received by producers of finished
goods at the wholesale level during a specific period cornpared against a benchmark period.

Unemployment rate: The number of unemployed people 16 years and older as a percentage
of the civilian labor force 16 years and older.
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¢ Appendix T

Appendix table 1—Nonmetro employment: buarterly and annual averages |

Adjusted
Labor force Unemployment  unemployment
Year/quarter Labor force participation Employment Unemployment rate rate’
Thousands Percent

1991:

3rd 26,364 62.9 24,683 1,681 6.4 103

2nd 26,529 63.1 24,673 1,856 7.0 10.7

1st 26,049 61.9 23,898 2,151 8.3 123
1990:

4th 26,361 62.6 24,776 1,585 6.0 9.7

3rd 26,607 63.2 25,158 1,450 54 8.8

2nd 26,417 63.2 24,934 1,483 5.6 8.9

1st 25,893 62.2 24,196 1,697 6.6 10.0
1989:

4th 26,168 62.8 24,778 1,390 5.3 8.6

3rd 26,783 64.1 25,323 1,459 54 8.7

2nd 26,389 63.5 24,919 1,470 5.6 8.9

1st 25,441 862.2 23,807 1,634 6.4 10.2
1988:

4th 25,510 62.8 24,042 1,469 5.8 9.4

3rd 25,793 63.2 24,294 1,499 5.8 9.6

2nd 25513 62.4 23,978 1,535 6.0 9.8

1st 24,819 61.2 22,996 1,823 7.3 11.6
1987:

4th 25,087 62.3 23,449 1,638 85 10.6

3rd 25,277 62.9 23,634 1,643 6.5 10.5

2nd 25,186 62.2 23,437 1,749 6.9 10.9

1st 24,856 61.0 22,688 2,167 8.7 13.1
1990 26,319 62.8 24,766 1,554 59 9.4
1989 26,209 63.2 24,718 1,491 5.7 9.1
1988 25,409 62.4 23,827 1,582 6.2 10.1
1987 25,101 62.1 23,302 1,799 7.2 113
1986 25171 61.9 23,091 2,°30 8.3 12.8
1985 24,781 61.2 22,700 2,081 8.4 13.0
1984 34,725 62.1 31,930 2,796 8.1 12.2
1983 34,156 61.8 30,696 3,460 10.1 14.9
1982 33,740 61.7 30,335 3,405 10.1 14.9
1981 33,092 61.9 30,488 2,603 7.9 115
1980 32,512 61.7 30,150 2,362 7.3 10.7
1979 31,716 61.5 29,916 1,800 5.7 85

Note: Beginning in 1985, estimation procedures for the Current Population Survey are based on the 1980 Census. That change accounts
for the large drop in the nonmetro labor force between 1
'Unemployment rate adjusted to include discouraged wi
Source: Bureau of the Census, Current Population Survey.
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Appendix Tables

Appendix table 2—Metro employment: Quarterly and annual averages

Adjusted
Labor force Jnemployment  unempioyment
Year/quarter Labor force participation Employment Unemployment rate rate’
Thousands Percent ——Thousands———— Percent

1991:

3rd 99,912 67.5 93,299 6,613 6.6 9.7

2nd 99,017 67.1 92,522 6,496 6.6 9.4

1st 97,984 66.6 91,362 6,622 6.8 9.7
1990:

4th 98,463 67.2 92,956 5,507 5.6 8.2

3rd 99,290 67.9 93,872 5,417 5.5 8.0

2n¢ 98,504 67.4 93,480 5,024 5.1 7.4

1st 97,615 67.0 92,283 5,332 5.5 7.8
1989:

4th 98,191 67.5 93,242 4,949 5.0 1.3

3rd 98,373 67.9 93,366 5,007 5.1 7.5

2nd 97,391 67.4 92,449 4,942 5.1 7.5

1st 96,633 66.7 91,411 5,223 5.4 7.9
1988:

4th 96,886 67.0 92,139 4,748 4.9 7.4

3rd 97,249 67.5 92,132 5,117 5.3 8.0

2nd 95,843 66.8 90,801 5,042 5.3 7.8

1st 95,061 66.3 89,492 5,569 5.9 8.6
1987:

4th 95,433 66.6 90,347 5,086 5.3 7.9

3rd 95,924 67.2 90,434 5,490 5.7 8.6

2nd 94,546 66.6 88,869 5,677 6.0 8.7

st 93,152 65.9 86,904 6,249 6.7 9.6
1990 98,468 67.4 93,148 5,320 5.4 7.9
1989 97,660 67.4 92,624 5,036 5.2 75
1988 96,260 66.9 91,141 5,119 5.3 7.9
1987 94,764 66.6 89,138 5,625 5.9 8.7
1986 92,665 66.2 86,508 6,157 6.6 9.5
1985 90,684 65.9 84,453 6,231 6.9 9.9
1984 78,819 65.4 73,076 5,743 7.3 10.4
1983 77,394 65.1 70,137 7,257 9.4 13.1
1982 76,465 65.1 69,192 7,273 9.5 13.1
1981 73,301 64.9 67,825 5,476 7.5 10.3
1980 72,207 64.8 67,120 5,087 7.0 9.5
1979 71,192 64.7 67,029 4,163 5.8 8.0

Note: Beginning in 1985, estimation procedures for the Current Population Survey are based on the 1980 Census.
'Unemployment rate adjusted to inciude discouraged workers and half of the workers employed part time for economic reasons.
Source: Bureau of the Census, Current Population Survey.
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T Appendix table 3—Av

Average over first three quartars of each year
item 1989 1890 1991
Percent
U.S. total 54 5.5 6.8
Metro 5.1 5.2 6.5
Nonmetro 6.7 6.5 7.7
Region:
Northeast 53 5.9 8.2
Midwest 6.0 6.1 7.0
South 71 6.6 8.1
Waest 7.9 71 8.0
County type:
Farming 6.7 6.2 7.0
Manutacturing 6.5 6.6 8.1
Mining 9.6 7.8 9.3
Government 6.8 6.5 7.7
Retirement 6.8 6.7 7.9
Urban-rural continuum:
Adjacent—
Urban 6.1 6.2 7.7
) Less urban 6.7 6.6 8.0
Rural 6.8 6.6 8.0
Nonadjacent—
Urban 7.0 6.4 7.5
Less urban 6.8 6.6 7.6
Rurai 6.7 6.5 7.7
Minorit