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INTRODUCTION

‘During the 1960s and 1970s, a largely unanticipated
level of economic growth and population expansion toock place
in the nonmetropolitan U.S. (Henry, Drabenstott and Gibson,
1987; Fuguitt and Beale, 1984; Till, 1981; Garnick, 1984,
1985; Summers and Branch, 1984). A combination of
fortuitous economic trends all contributed to an
unprecedented surge in nonmetro prosperity. Manufacturing
employment moved from metropolitan to nonmetropolitan areas
at an accelerated pace; resource-based industries such as
agriculture, mining, and energy boomed; the infrastructure

for transportation and communications improved; and

nonmetropolitan areas became an increasingly attractive-

place to live, especially for the retired.

As a result, employment opportunities both expanded and

diversified. This contributed to an increase in the
earnings and family income of nonmetro residents, both
absolutely and re;ative to workers in cities (Hoppe, 1987;
Garnick, 1982; Henry, Drabenstott, and Gibson, 1986). Rural
women, who had lagged behind their urban counterparts in
joining the labor force, began to work in record numbers.
For the first time since the start of the industrial
revolution, the hiétoric trend of migration from country to
city halted.

But just as the boom was not anticipated by many,
neither was the sudden decline of nonmetropolitan growth

starting in the late 1970s and continuing on into tHe 1980s.




After an all too_brief.périod of burgeoning growth and
econohic renewal, nonmetropolipan Amerjica is again
. experiencing the pain of indusﬁriai dislocation .and
population outmigration. " The income gap between
nonmetropolitan and metropolitan areas, which had narrowed
_L// during the 1960s and early lé?Os, has again widened.
' This péper explores'the.divergence in nonmEtropolitanl
and metropolitan development over the past decade by
addreésing three queations.-'First,-whaé economic forces,

— e ———
. both domestic and international, contributed to the slowdown

in nonmetropolitan growth over the 1980s? Second, how has

——

tﬁe slowdown in nonmetropolitan érowth affected the
Cﬁistribution of earning%l?f its wbrkers and what can we
| learn ffom exémining demographic, regional and industry
differences? Laétly and very priéfly} what are the likely
impacts pf.hatioﬁél and international economic forces in the
future, -such as the pOsSibility.of a U.S.-Mexico Free Trade

Agreement?
SOURCES OF THE SLOWDOWN IN NORMETRO .GROWTH

What economic_féctcrs havé.confributed to the
-turnarouﬁd in nconmetro deve}opmént-over the past decade?
The short answer to this gquestion is that, almost without
exception, everything that was going right in the nonmetro

U.S. during the 1970s went wrong in the 1980s. While the
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traditional nonmetropolitan industries of agriculture,

mining, and energy (particularly oil) experienced a
simultaneous expansioniin the\ 1970s for a variety of

reasons, they all underwent shijrp contractions in the 1980s.

v

For the most pdrt, agriculture’s troubles originated in
forces outside the industry. These included high real
;nterest rates, in part due to record U.S. budget deficits,
which dampened‘demand ffom déveldping countries which relied
on cfedit to purchase imports. An overvalued dollar and
internaticnal eéonomic stagnation discouraged exports and
encouraged imports. Falling oil prices further ercded
demand from foreign oil producing nations.

The economic forces affecting agriculture affected the

.enetgy, timber, and mining industries as well. The collapse
—_———

of the oil cartel caused oil and gasoline pfices to plummet,
resulting in the demise of the energy boom. Problems in the
timber industry stemmed, in large part, from a combination
of a slowdown in thé domestic housing construction market,
competigion from imports, and a weakened demand for exports.
. nRelated.nonmetropolitan.industries such as farm machinery
and wood products came under severe strain, resulting in
even fewer opportunities for nonmetropolitan workers.

Nonmetro manufacturing has shared some of the same

problems felt by natural resources industries: the high

value of the dollar has reduced demand for U.S. manufactured

o —

goods abroad, while import competition has reduced domestic
_.—-—-""._'-_———‘__‘_




demand. This heightened coﬁpetition'haé'spawnéd\ﬁew>fq:ﬁs'

— , , : I
. ::¥% of economic adjustment. These ad justment strategies - include

firms/{moving production to low-wagé sites overs?égy' _
JU j éutomating domestic prodﬁctiéﬂ?to_cut 1abor costsJ‘demandiqg
(i
!fﬁﬁ lower waq;ixfrom their U.S. employees and, in some

instances, moving from a product with a mass market appeal

_to a more[LEec1allzed‘markat niche. Both npnmetropol;tan

- and metropolitan areaé héve-felt‘thé impact of these. )
changes. A sizeable portion of nonmetro manufacturing ié
tied to indusﬁries which have been hit particulafly hard?
autos, steel, apparel, and textiles. The South in
particular is héavily.dEQEndent'on low-wage manufacturing,
and thus particularly vulnerable'to:low—wage'Competition
abroad. Whereas low-wage lndustrles such as apparel,
textlles, wood- products, shoes, and a few others represented
only 19 percent of total U.S. manufacturing employment in
1984, they accountéd for 40 percent 6£:Southérn SOnmepro

manufacturing (Brown and Deavers, 1987).

.o To a much smaller extent, nonmetro areas have also lost

b///manufacturing jobs ‘to metro areas. For examplé, the apparél.

industry has started to move jobs in- the fashion industry
back to locations such as New York and Los'Angeles in order

| to allow changes in consumer démand.to be reflected in
altered'product lines -as quickly as-?ossible. While thls
trend toward centrallzatlon has. probably not been

responsible for the loss of a large hhmber of manufacturing
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jobs, to the extent that it represents the beginning of a
longer-term trend it does not bode well for the future of
nonmetropolitan manufacturing.

With each of these industries experiencing downturns

simultaneously, the slowdown in nonmetro growth spread

nationwide, rather than being confined primarily to one or

two regions. The new economic prosperity of the 1970s
sﬁddenly evaporated for many nonmetropolitan communities.
Job losses in one sector often had far-reaching
consequences. For example, with roughly sixty percent of
farm family income derived from non-farm sources,'decliping
opportunities for off-farm employment added yet another

source of instability to the farming sector (Goodwin and

3/ Jones, 1986).
&?J In'spité of these devélopments, many nonmetropolitan

N
é§§hzommunities have continued to prosper during the 1980s.

ommunities with an ecenomic base tied to government,
tourism, or retirement have fared much better than those
dependent on manufacturing or natural resources. Nonmetro
areas still attract urban and suburban migrants, at least to
the extent that they are still able to offer a critical mass
of amenities which, for all but the retired, must include

i employment. Thﬁs, the trend toward population

deconcentration has counterbalanced the effects of
o =

industrial restructuring to a small extent in the nonmetro

U.S. as a whole. However, the net effect may lock very



different depending on the cbmmunity.

While economic'transformatidn is nothing novel in_and
of itself, the exact form it takes changes from one decade
to the next, benefitting some groﬁps, industfiés, regions,
and countries at the expense ofqothefs. One indicator of
how well“the nonmetfopolitan U.S; has fared during this
‘_latesﬁhperiod.of econoenmic turbulenqe.is ﬁhether'the earnings
of its workers have improved. 'In the folloﬁing section, the

impact of the economic shifts of the past decade on the

—

distribution of earnings in,nonﬁetfopolitan areas will be

explored.

i
'

NONMETRO, METRO AND REGIONAL WAGE. TRENDS

The economy of thé'nonmet;opolitan U.S. has experienced
.some.profound shocké over the 19805. As manufacturihg,lfarm
and other natutal resource-based industries have decliﬁed,
what has been the.impact on ﬁhe earnings of different grou?s
in the nonmetropolitan labor force?: How has this varied by
regioh? And how does this compare to what has happened in-'
meﬁropolitan areas, often themselves going through major
structural transfo;matidns_such és_the shift from
ménufacturing to services? | |

My analysis of earnings trends (conducted with Bennett
Harrison of Carnegie_MEIlon Univeréity).uses the March

: Currehp Population Sﬁrvey for the years 1979 and 1987.' I
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define "low earners" to be individuals whose hourly wage and

salary incomes (WSI) would leave them below the official
poverty line for a family of four persons, . even though they

worked the equivalent of a year round/full time job. By

this definition, in 1987 qtﬁow earner made $11, 511 r less

in annual earnings.?

One problem in comparing workers’ wages is that
people’s work experience varies enormously over the course
of the year. 'Sbme people work year round and full time,
others only part time'or_part year. How can these
differences in work time be incorporated into an analysis of
wages that gives an indicator thaf can be meaningfully
compared across labor force groups?

The procedure is straightforward. From the CPS tapes,
each individual’s annual wage and salary income (WSI) is
known. This is divided by the number of weeks the
respondent works, and then again by the number of hours the
respondent "usually" worked per week. The resulting figure
of hourly earnings is then multiplied by (52 weeks * 40
hours) to arrive back at a work experience—adjusted éstimate

. . aS—
of "annualized" WSI --, what I refer to as the equivalent of

————— e

a year round/full time job. Such an indicator allows

seasonal, occasional, and part-time workers to be
incorporated into a comprehensive count of how many workers

are low earners and to compare their earnings to an annual

poverty level.




To begin, let's consider how nonmetropclitan‘workers
were doing compa£gd with metropolitan workers in 1979, the
start of the 1979 to 1987 time period. In 1979, 31.9
percent of nonmetropolitan workers éarned below the poverty
level for a family of four,:comparedeith.23.4 percent of

metropolitan workers. Thus despite the "economic prosperity

expexiehced'by many nonmetropolitan areas in the 1970s,

nonmetropolitan wdrkerS'were(stili'36 percent-moré likely to

be earning low wages than metropolitan workers. 'By 1887,

the nonmetropolitan/metropolitan gap had widened

considerably. The percentage of nonmetropolitan low earners

in 1387 had risen to 42.1 percent, an increase of over 10

percentage points. Wwhile metropolitan_workers also
experienced a rise in the percentage of low earnefs,.the
increase was just over half thgt for nonmetropolitan workers
-- an increase of 5.5*percentagé points from 23.4 to 28.9

percent. Thus, in 1987, nonmetropolitan workers were over

45 percent more.likely to,be earning low wages than
\

metropolitan workers.

Why have nonmetropolitan aieas been harder hit - o
generally than metropolitan areas? One cause is that,

-during the 1980s, nearly all the major industrial sectors

———,

found in nonmetropolitan areas -- agriculture, mining,

manufacturlpg,/E;mbef—aﬁdecther natural resource-based

/

industries -<_experienced almost simultaneous recession and
loss of employment. Because nonmetropolitan local economies
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are less diverse than the economies of cities, a downturn in

rr—— e ———

even one of these sectors could have a major impact on

——

honmetropolitan employment and earnings. The cities which

have.felt the biggest shocks -- Detroit, Flint, Youngstown,
Houstbn, and so on -- are also cities where the economic
base is_heavily tied to one industry.

A second answer lieé in the different role that
services play in nonmetropolitan and metropolitan economies.
Services haé been the big growth sector of the 1980s,
pfovidinglan engine of economic renewal for cities such as
Boston and Chicago. While the services sector has also
grown in nonmetropolitan areas, by and large it has been in
industries such as retail sales or food and entertainment —-
industries which are at the lower end of the wage spectrum.
The sparseness of population in nonmetropolitan areas also
means that services industries are less diversified than in
metropolitan areas. Thus services rarely provide the éame
stimulus to development in nonmetropolitan areas that they
do in cities, nor are they as-likely to offer the same
opportunities for replacing better—pgying jobs at a

comparable wage.
Differences Between Men and Women

ThHis disparity in job opportﬁnities between

metropelitan and nonmetropolitan areas emerges plainly when



examiniﬂg diﬁferencéé in the eérnings of men and women;
while the gap in the per:entage.of low earners between men
~and women.wideﬁed slightlylin nonmetropolitén areas Qver:the
past decade, it actually narrowed in metropolitan areas. Is
this because the opportunities for metropolitan women have
improﬁed, those for-nonmetropolitan women have deteriorated,
or for some other reason? |

To answer this question, lgt's begih'by looking at how
job market opporﬁﬁnitiés have,changed'for nonmetropolitan
men and women between 1979 and.1987. First, it’s important
to keep in mind how important women -are to the
nonmetropolitan economy. Based on the CPS sample, in 1987
women comprised almost half (47 percent) of the |
nonmetropolitan labor force. Womén's labor, both paid and
unpaid, has- always been of vital importance in maintaining
the living standards of nonmetropolitan families. With
economic opportunities narrowing and many women becoming the:
sole source of support for their families, this is now
espegiélly true. |

Have non@etropolitan men and women been affected
equally by the economic turmoilfof_the past décade? The
answer 1is, yes and no. For women, the share of workers with
low hourly earnings rose 10.2 percentage points between 1979
énd 1987, wﬁereas for men it rose by 9.4 percehtage points.
By this measure, then, women have fared somewhat worse than

men but- the difference is not dramatic. However, whereas



the share of low earners rose from 22.2 percént to 31.6

.percent for men, it rose from 43.7 to 53.9 percent for

women. Thus in 1987, less than a third of nonmetropolitan

men workers were low earners compared with over half of all
women workers. Nonmetropolitan women have always been at a
disadvantage in the labor force vis a vis nonmetropolitan

men. In spite of two decades of affirmative action and

‘nonmetropolitan women entering the labor force in record

numbers, this continues to be true.

In metropolitan areas, in contrast, the male/female gap

in the percentage of low earners actually narrowed slightly

between 1979 and 1987, declining from 16 to 13.4 percentage

peints. To keep this in perspective, however, in 1987

metropolitan women were still over a third again as likely

- to be earning low wages as men. Also, as with their

nonmetropolitan counterparts, for both metropolitan men and
women the percéntaée of low earners increased between 1979
and 1987 (from 16.2 to 22.6 percent for men and from 32.2 to
36.0 percent for women). To get back to our earlier

question about why the gap had narrowed between metropolitan

men and women, then, it was purely a result of men doing

rela;ively worse than women over the decade, rather than of
Qomen doing better in absclute terms.

Not only did the gap between nonmetropolitan men and
women widen.betwéen 1973 and 1987, so did the gap between

nonmetropolitan and metropolitan men and between

10



nohmetropolitan.and metropolitan women. The widening of the
nonmetropolitan/metropolitanngap wasn’t nearly'as dramatic
for men as for women. For men the gap increased from 6 to 9
perceniago points, whereas for women it increased from 11.5
to 17.9 percentaoé points. Thus in 1987, the
nonmetropolitan/metropolitan'gap for women was ﬁéarly twice
that for men. B
| These diffarences in metropolitan and nonmetropolitan
opportunities for women are reflected in'the-pe:ceotageoof:
.women who feceived high hourly wages (equal to $35,000 on a
year-:oond/full f;me basis in 1987) in 1979 and'1§87.' In
1979, only 2.9 perceht of nonmetropolitan women were high
_waoe earners compared with 5.0 percent of motropolitan
‘women. By 1987,'the share of women high wage earners had
dropoed to 2.3 percent in_nonmotropolitan'areas, but had p
risen to 6.3 percenﬁ in metropolitan-é:eas. Unfortunately
for nonmetropolitan women workers, there appears to be
little on the horizon in the way of.emp;oyﬁent growth trends
which would diminish these differences in the near future.

- While my focus has-been on the'low wage end of the
éarnings-distribution; let me say a little more.about the
- high woge end lest -anyone feel that :they are only getting
half of the picture. The probiem of a decline in the
:.peicentage of high wage earners is not confined to
nonmetropolitanIWomeo. In féct, metropolitan women (whether

White, Black, or Hispanic) are the one exception to the rule

11



that the percehtage of high earners has declined in both
metropolitan and nonmetropolitan areas among all labor force
groups (divided by race, age, and education). Thus,
whatever forces are driviné up the éhare of low wage earners

may also be driving down the share of high wage earners.

Growing Racial Inequality

If the past decade did little to boost the earnings
prospects for nonmetropolitan men and women, it did even
less for nonmetropolitan Blacks and Hispanics.
Nonmetropolitan areas have never offered great job
opportunities to minority workers and this was eﬁen more
true in 1987 than it was in 1979. In 1979, 30 percent of
nonmetropolitan Whites, 40 percent of nonmetropolitan
Hispanics,‘and almest 50 percent of nonmetropolitan Blacks
earnea below poverty level for a family of four. By 1987,
these percentages had inﬁreased to 40 percent for Whites, 57
percent for Hispanics, and over 60 percent for Blacks. Thus
all three race groups showed a substantial increase in their
percentage of low earnérs in nonmetropolitan areas - 9.9
percentage points for Whites, 11.5 percentage peoints for
Blacks, and an dramatic 16.5 percentage points for
Hiséanics. Whereas nonmetropolitan Hispanics had a

considerably lower percentage of low earners in 1979 than

12



Blacks, by 1987 the poaltlon of Hlspanlcs had deterlorated
~ to the .point where it almost matched ‘that of Blacks.

The percentage of low earners not only increased for
all race groups in nonmetropolitan areas from 1979.to 1987
.but ip"metropbliﬁen=areas, as well. The largest increase
was among=metropolitan Hispanics‘(from 30.3 to 41.0 ﬁercent)
followed by Blacks (freﬁ 30.0 to 36.8 percentj and Whites
(from 22.1 to 26.} percent). For all three race groups, the
nonmetropoiitan/metropolitah gap has also increased
significantly, again because the position of noﬁmetropolitap
workers_has deteriocrated so dramaticaliy. In 1987, |
°nonmetropoliten workers of each race group were roughly'so
percent more likely to be.earning.low wages than their
metropolitan counterparts. -

Taking the aﬁelysis one s#ep’further, I divided each
: nonmetropolitan and metropoiitan racial group into men and
women (Table 1). Here again, an increase in the pércentege
of lcw earners between 1979 and 1987 for all.groups, a
growing nonmetropolltan/metropolltan gap, and a greater
_lncrease in low earners among nonmetropolltan workers than
among metropolltan workers is evident. However, some
lmportant differences between Black and Hlspanlc men’ and
“women emerge out of these results.

For\White'men-and all racial greups-of women, the.
percentage po;nt increase ln low earners in nonmetropolltan :

areas is two to three times that- for metropolltan areas.
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Table 1 Percentage of Low Earners*, Rural and Urbah. Workers
by Race and Sex, 19'79'-8_7

RURAL LABOR FORCE GROUP 1979 1987
" White Men | ' 20.2 29.2
Black Men 415 523
Hispanic Men 29.5 48.5
White Women 42.1 521 -
Black Women 584 69.0
Hispanic Women 58.0 69.8
URBAN LABOR FORCE
GROUP
White Men 148 194
Black Men 23.1 329
Hispanic Men 22.5 36.6
White Women 112 17.9
Black Women 217 28.5
Hispanic Women I6.4 226

* Annual Earnings Adjusted for Weeks and Hours of Work

Source: Author’s estimates from Census Bureau Data




For-Black and Hispanic men,.however; the-peroentage point
‘increase in low earners in metropolltan areas between 1979’
and 1987 was much closer to that for nonmetropolltan areas
(10.8 compared to 9.8 percentage points for nonmetropolltan
and metropolitan Blacks, respectzvely, and 19.0 compared
with 14.1 percentage- polnts for nonmetropolltan and
‘ metropolitan Hispanics) This is an indication that Black
.and Hlspanlc men have not only fared poorly - in
' nonmetropolitan areas, but are also being left behind'by the
new metrooOlitao-economy.;ﬂin spite of this, however; the
percentage of low earnerS'ahong metropolitan Black and
Hispanio men was still significantly lower in 1987 than for

metropolitan Black and Hispanic women.

Reason for Concern? What'Differenoes-by Age and Educatiop

Tell Us

While the distribution of - earnlngs‘has clearly slumpedl
to the bottom over the past decade in nonmetropolltan areas
(as it has to a_lesser extent_ln metropolitan areas), we
must now ask -- should we be worried? Could this be a
short-term aberration which will’®soon correct itself?'

One such -argument is fhaﬁ the growing percentage of low
wage workers is due to the entranoe-of large numbers of baoy

boom_workets into the job market. This influx of new
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workers results in an "oversupply" of workers. With the
pressure off to compete for workers, employers can afford to
offer lower wages. If this a:gument'is correct, we
shouldn’t see an increase in the percentage of loﬁ earners
in older groups of workers who are past the baby boom bulge,
nor in the very youngest groups of workers whose absoclute
numbers were actually declining in the 1980s, even creating
labor shortages in some areas. |

Contrary to the baby boom argument, all age groués of
nonmetropolitan workers show an increase in the percentage

of low earners between 1979 and 1987 {Table 2), as do all

-age groups of metropolitan workers. In fact,

nonmetropolitan workers age 16-24 (the post baby booﬁ group)
showed an increase in low earners of an overwhelming 21.6
percentage points. In 1987, nearly three quarters of all
young nonmetropolitan workers earned less than the poverty
level for a family of four, compared with just half in 1979.
We would expect young workers to have a higher perceﬁtage of
low earners than older workers, both because we expect
experience to be rewarded and because of sgniority
provisions. Hoﬁever, this does nothihg to explain the huge
increase in the share of young low earners between 1979 and
1987. At a time when it is essential to convince youth that
the traditiocnal labor market -- as opposed to the

underground economy -- has something to offer, these

. earnings trends for young workers are particularly
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Table 2 Percentage of Low Earners®, Rural and Urban Wor}cers
- by Age, 1979-87

Rural L.abor Force Group «» - 1 979"-‘= | ‘_1'987
Age 16-24 | s1e 72.6
Age 25-34 R 23.5 - 385
Age 35-54 o 231 298"
Age 35 and over _ | 31.9 J38.4
Urban Labor Forte Group.

Age 1624 - w48 596
Age 2534 E 158 23.0
Age 35-54 - 14.8 177
Age 35 and over _ 194 25.0

* Annual Earnings Adjusted for Weeks and Hours of Work
Source: Author’s estimates from Census Bureau Data



distressing. Nonmetropolitan areas will have a difficult
time heolding on to their most talented young people, a
problem which will_only hobble their efforts to revitalize
their economies.

The earnings trends for workers with different levels
of education provide another reason to be concernéd about
the ability of nonmetropolitan areas to revitalize their
economies. Not only do nonmetropolitan high school dropouts
and high school graduates show a sizeable increase in their
percentage of low earners, workers with some college or ﬁith
four years of college or more ao as well (Table 3). 1In
1987, Qﬁer a quarter of all nonmetropolitan workers with
four years of college or more earned less than the poverty
level for a family of four, up from 17.8 percént in 1979.
While metropolitan workers in gll:four education categories

also experienced an increase in the percentage of low

earners over the past decade, the absolute levels have been

much lower to begin with and, with one excepticn I'll return-
to iﬁ 4 moment, the percentage point increases have not been
nearly as dramatic as those for nonmetropolitan workers.
Cleafly; the earnings trends of the past decade are not
providing betﬁer-educatad nonmetropolitan workers with an
incentive to stay.

The one exception to the general rule that

nonmetropolitan workers have experienced a greater increase

.in the percentage of low earners than their metropolitan

16



Table 3 Percentage of Low Earners®, Rural and Urban Workers
by Education, 1 979 87

Rural Labor Force Group 1979 - 1987 -

High School Dropout - 47.3 ' 57.1
High School Graduate : 29.2 . 434
Some College o | 224 . 33.6

Four Yrs College or More . 17.8 25.5

Urban Labor Force Group

| High School Dropout 39.9 - 53.7
High School Graduate - 23 307
Some College | 168 214
Four Yrs College or More _ 14.1 | \ | 16.2

* Annual Earnings Ad;u.sred for Weeks and Howrs of Work
Source Au:hors estimates from Census Bureau Data
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counterparts concerns high school dropouts. Unlike the
other three education groups (and in fact unlike the results
for any of the other groups examined so far), for high
school dropouts the percentage point increase in low earners
was greater in metropoljtan areas than in nonmetropolitan
areas. The difference ié sizeable -- a 13.8 percentage
point increase for metropolitan high school dropouts
compared with a 9.8 percentage point increase for those in
nonmetropolitan areas. Also, unlike any of our other

results so far, between 1979 and 1987 the

- nonmetropolitan/metropolitan gap for high school dropouts

actually declined, a result of the deteriorating position of

metropolitan high school dropouts.

The fact that the percentage of low earners among

_metropolitan high school dropouts is fast approaching that

in nonmetropolitan areas brings us back again to a
consideration of industrial change. The loss of
manufacturing jobs in cities has eliminated a major source

of better-paying jobs for metropolitan workers with less

‘education in the same way that the loss of agriculture,

mining, and manufacturing jobs has hurt the earnings of
ﬁonﬁetropqlitan workers. In both metropolitan and
nonmetropolitan éreas, services may provide a replacement
job but high-paying services jobs are not pientiful for

workers in this education group.
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‘The Regional Picture = | - S -

A final way that we can gain perspective on how
concerned to be about the trend toward an lncreaSLng
percentage of low earners is to conSLder how universal it is
geographically. We know that in nonmetropolltan areas
_nationwide,\each labor force group we’ve examined based onl
. sex, race, age, and education has shown an increase in the
share' of workers earning below the poverty'level. If we
divide the country into nine subregions do we find the same
trend?? -

Each region in the country shows the same increase in
the percentage of low earners among its nonmetropolitan
workforce between 1979 and 1987 (Table 4). The biggest
increase occurred in the_West North Central region -— the
traditicnal farm belt states of Iowa, Minnesota, Missouri,
Kansas, Nebfaska,~North Dakota and South Dakota. Somewhat
surprisingly, however,.the metropolitan workforce in this
same farm region showed the second smallest increase in the
share of low eerners (Table 4). So while the farm belt’s
nonmetropolitan workforce has been hard hit by the troubles
of farming and other natugal resources-based industries such
as mining and timber, its metropol;tan workferce appears to
_have_emefged relatively unscathed.

If we look at which regions have the hlghest absolute

share of nonmetropolltan workers earning below poverty, the
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West South Central (Texas, Oklahoma, Arkansas, and
Louisiana) and the East South Central {Kentucky, fennessee,
Mississippi, and Alabama) regions topped the list in 1987,
as they did in 1979. Historically, these regions have had
high concentrations of nonmetropolitan poverty and the last
decade has done little to change that. The region with the |
lowest percentage of low earners in 1987 was New England,
although even this region of extraordinary economic growth
showed a sizeable increase in its share of nonmetropolitan
‘low wage workers.

Have metropolitan workers in different regions fared
better than nonmetropolitan? With the exception of New
England, the métropolitan workforce of each region has
ihcreased its share of low wage workers. However, workers
in metropolitan areas in every region also show a -
considerably lower percentage of low earners than do workers
in nonmetropeclitan areas. The pdsition of nonmetropolitan
workers also declined more dramatically between 19?9 and
1987 so that, in each region, the gap between
noﬁmetropolitan and ﬁetropdlitan areas widened. The region
showing the largest increase in its nonmetro/metro gap is
the West North.Central -- again the traditional farm belt.
Because of the declining fortunes of its nonmetropolitan

areas, this region also had the largest nonmetro/metrc gap

of'any regicn in 1987,
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Table 4 Percentage of Low Eamers* Rural and Urban Workers
by Region, 1979-87 : _

Rural

. _ Urban

Region 1979 | 1987 | 1979 | 1987
New England 268 | 310 | 247 | 230
Middle Atlantic 63 | 373 | 208 | 239
East North Central 276 | 300 | 223 | 202
West North Central 328 | 450 | 258 | 287
South Atlantic 33.4 43.1 26.2 310

- East South Central 35.4 46.4 274 38.0
West South Central 386 | 470 | 268 | 341
Mountain | 326 | . 439 | 266 | 318
Pacific 268 | 64 | 28 | 76 |

* Annual Earnings Adjusted for Weeks and Hours of Work
Source: Author’s estimates from Census Bureau Data




' The Role of Industrial Change

We now turn to examine more specifically what role
industrial restructuring has played in changing the
distribution of nonmetropolitan wages. Is the growth-in the
percentage of nonmetropolitan low earners betweeh 1979 and
1987 due to shifts of employment between industries, for |
eiample the decline of manufacturing and the growth of
services? .

From the evidence presented in Table 5, which analyzes
employment categorized into eight major sectors, the.answer
to the above question would have to be no. The distribution
of nonmetropolitan employment among these eight sectors
remained remarkably constant between 1979 and 1987 (columns
2 and 3 in Table 5); While the share of workers employed in
both durable and nondurable manufacturing declined slightly
and the share of both business and distribution (B&D)
services and consumer and social (C&S) services employment
increased slightly, these shifts were not great enough to
account for the 10.2 percentage point increase in the
overall shére-of nonmetropolitan low earners. Instead, we
find that the share of low earners increased in all eight
industry sectors. Thus, the growing problem of low earners
is more the outgrowth of changes within industries rather
than of employment shifts hetween industries.

Again looking at the results presented in Table 5, we
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Table 5 Rural Low Wage Employment* by Industry, 1979-1987

% Rural I % Low Eamers I % of all Rural_l
L Employment in Industry Low Eamers |
ndustry 1979 | 1987 | 1979 | 1987 || 1987
agic | 41 | 45 [ 72 8.1

9.6 0.3 ,

Construc 70 | 64 | 216 46
Dur Mfig 139 | 120 | 142 63
Nondur Mfig 118 | 109 | 253 9.5
Bus/Dist Serv - | 143 | 159 | 203 12.2
Cons/Soc Serv 419 | 439 | 438 56.0
Public 49 | 48 | 102 30 | 25

* Annual Eamnings Adjusted for Weeks and Hours of Work
Source: Author’s estimates from Census Bureau Data

Nat'l Res 1 20 | 17




see that the pexrcentage of low earners working in
agriculture (71.2 percent in 1979 rising to 76.2 percent in
1987) exceeded that in anylother sector by some margin in
both years. Thus, for those workers able to remain employed
in agriculture in 1987, more than three out of every four
attained only poverty level earnings. The consumer and
social services sector had the second highest percentage of
low earners (53.7 percent in 1987). Since this is one of
the few sectors with expanding employment in nonmetropolitan
areas, this does not bode well for nonmetropolitan areas
being able to reduce their dependence on low wage jobs.
While business and distribution services, the other sector
of employment expansion, had a.lower percentage of low
earners in 1987 than did consumer and social services, still
close to 1 out of every 3 workgrs were low earneré, up from
1 out of 5 inIL979. Compared to the other seven sectors,
the public sector appears relatively stable -- an increase
in the percentage of low earners between 1979 and 1987 of
less than 3 percentage points. "

The growth in the percentage of low earners within
;nduStries is not'pgculiar to nonmetropolitan areas, but is
found in metfopolitangareas as well.? Except for very
~ slight declines in the -share of low earners in the natural
resources and publiC‘Sectors, ail metropoiitan industrial
- sectors also showed.a growing share of low wage earners

hbetween 1979 and 198?7
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The real difference beﬁweén nonmetropolipan andl
metropolitaﬁ industry wade'trends ligﬁ not in whether the
share of low earners increased‘betwéen'1979 ahd.1987, but
rather in how much it increased and in how high the levels
were in both years. All nonmetropolitan industrial sectors.
showed afsubstahtially higher levéi'df low earners than
metropolitan industries in 1387, and the_increase in low
earners.betweEn'thg two years was on_thg order of 50 pefcent-
higher in nonmetropolitan than in métropolitan areas. 1In
fact, in 1979 the percentage of low earners in the natural
resources sector was lower iﬁ nonmetropélitan<aréés‘than in
metropolitan areas. By 1987, howevér; it had climbed to a
level in nonmetropolitan areas appfoximafely 80 perceﬁt'
higher than that in metropolitan'a;eﬁé. |
| Th; bottom last two columns of Table S'Ehow'thé share.
_6f all_nonﬁétropdlitan low earners found in each industry.
For exﬁhplé, while the durable gopds sector accounted for 12
percept of ndnmetropolitan Emplbyment in 1987, it was
responsible for only 6.3 percent df ndﬁmeéropolitaﬁ low
earnérs: fhe-consumer and social sérvices sector, og‘the
other hand, employed jﬁst uﬂder 44 peréént of all
nonmetropolitan workers but was responsible for 56 pe:éent
of all low earners. Thus, low earners are "under—
represented"'in_durébLe goods manufacturing bﬁt "over-
fepresented" in C&S services. .

A development strategy based solely on minimizing low
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wage work should concentrate on expanding employment in
those sectors where low earners are'unde:-represented -
natural resburces; construction, durable goods and
nondurable goods manufacturing, business and distribution
services, and the public sector. With the exception of a
small increase (1.6'percentage points) in the share of
nonmetropolitan workers employed in B&D services, however,
each of these sectors accounted for a declining share of
nonmetropolitan workers between 1979 and 1987. Since
services are the growth sector in both nonmetropolitan and

metropolitan areas, at least at present, a development

strategy which would result in a higher share of better-

paying Jjobs must either emphasize the expansion of higher
wage B&D services industries or increase the percentage of
better-paying jobs in all services;industries. The latter
could be accomplished by greater unionization, raising the
minimum wage substantially, and improving the education and
skills of the workforce to improve productivity.

The data in Table 6, which shows high wage employment
by sector, confirm the importance of the business and
distributicn services sector in providing better jobs to
nonmetropolitan workers. Unfortunately as shown in columns
4 and 5, all of our eight industry sectors experienced a
decline in the percentage of high earners between 1979 and
1987 (roughly $35,000 or more in 1987 dollars). However,

the B&D services sector increased its share of
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Table 6 Rural High Wage Employment* by Industry, 1979-1987

% Rural % High % of all Rural

Employment Eamers in High Earners
R _ Industry

Industry 1979 | 1987 1987 | 1979 | 1987
Agric | oar | 45 27. | 11 18
Nat'l Res | 20 | 27 191 | 62 | 50
Construc 70 | 64 82 | 16 | 79
DurMfg - | 139 | 120 79 | 183 | 144
Nondur Mfig 11.8 | 109 7.4 11.1 122
Bus/Dist Serv 143 | 159 108 | 218 | 261

Cons/Soc Serv | 419 | 43.9 38 | 239 | 25
Public | 49 | 48 9.6 | 60 7.0

* Annual Earnings Adjusted for Weeks and Hours of Work
Source: Author’s estimates from Census Bureau Data




nonmetropolitan employmént over the same period to 15.9
percent of all nonmetropclitan employment and it had the
second highest percentage of high wage workers (10.8
percent). As a result, by 1987 this sector accounted for
more than 25 percent of all nonmetropolitan high wage
workers. ‘

Thé consumer and social services sector employed an
additional 25 percent of all nonmetropolitan high wage
workers in 1987. This is not because it is a relétively
‘high wage industry like B&D services, but simply because it
employs éuch.é large number of nonmetropolitan workers.
However, because the pércéntage_of high earners is so much
lower in this sector, to get the same number of high wage
jobs would require creating three times the number of
consumer and social services jobs as business and
distribution services jobs. Since the B&D services sector
is linked to other industries, of course, it is not as
simple as choosing to encourage the development of this
sector over others. But being aware of the consequences of
growth in one sector versus another in terms of.wages {and
;hus family incomes) can only enhance local planning

efforts.
The Impact on Sex and Race Inequality

Lastly, in an earlier section I discussed the growing
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percentage of low earners among nonmetropolitan men and

women ahd among nbnmetrobolitap:Whites and Blacks, as well
as the widening gap befween White and Black workers. What
insight into fhésé trends can we gain by examining |
industrial change?

Beginning with an examination of the earnings trends
among men and women,”let's:look at how-the distribution of.
employment‘by industry differs for these two groups (Table
7).° The first tﬁingiﬁo note is the concentration of women
in the consumer énd social ser§iééé saétor, an industry with
a high perdéhtage of low wage wofkers. The C&S sector
employed over 60 percent of nonmeﬁroﬁolitan women workers in
both 1979 and 1987, over twice the percentage of
nonmetropolitan men. Not only were nonmetropolitan men more
evenly distributed across lndustrles in both years, they
were much more llkely to find’ jobs in the higher-paying
sectors of durable manufacturing-and business and
distribution services. |

Looking at Table 7, ‘it's clear that for both men and
women, the composition of employment betweénhindustries has
not ﬁndergone dramatic change. Both durable and nondurable
goods manufacturing show a small drop in their shafe of
nonmetropoiitan workers among both men and women, while both
services categorieé show small increases. However, these
shifts betﬁeén industries are not large enough to acéouht

for the large growth of low earners among both.
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nonmetropolitan women and men.

As was the case fbr all npnmetrbpolitan workers, the
key to understanding the growth in the percentage of ﬁémen
and men low earners lies more in changes within industries,
rather than in changes between them. Table 8 shows the
change in the percentage of low earners within industrial
sectors for nonmetropolitan and metropolitan men and women;
Within each industry, the share of women low earners grew
substantially between 1379 and 1987, the most dramatic
increases being found in B&D services (18.7 percentage
points) and in nondurable manufacturing (12.8 percentage
points). Nonmetropolitan women workers also had a much
highér absolute level of low earners in each of these five
sectors than did nonmetropolitan and metropolitan men or
metropolitan women.

Turning now to a discussion of differences between
Blacks and Whites®, we again start by looking at where both
groups are employed in nonmetropolitan ihdustries (Table 9).
A larger share of nonmetropolitan Blacks are employed in the.
durable and nondurable manufactufing sactors, while Whites
are more heavily concentrated in business and distribution
services. ~Roughly an equal'share of both Blacks and Whites
worked in consumer and social services.

As was true for both men and women, the distribution of
employment amcng thesé four industries between 1979 and 1987

has not changed dramatically, for either Blacks or Whites,
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Table 7 Distribution of Rural Employment by Sex

1979-1987 .

. % in Industry _ |

| Women I ‘Men
Industry | 1979 | 1987 | 197 | 1987 |
Dur Mftg | 82 71 § 185 | 163
Nondur Mfig 122 | 108 | 124 | 110
Bus/Dist Sev | 111 | 126 | 169 | 189
Cons/Soc Serv 60.8 | 61.1 § 265 | 284 |
Public 39 | 45 58 | 50

Source: Author’s estimates from Census Burequ Data




Table 8 Percentage of Rural and Urban Low Earners by Industry
By Sex, 1979-1987 .

% Lol_v Eamers

Rural Men Rural Urban Urban Women
Women  Men ‘
Industry 1979 1?}8 _ 1979 | 1 ?8 1979 | 1987
Dur Mfig . | 7 . ‘
Nondur Mftg
Bus/Dist Serv
Cons/Soc Serv
Public

* Annual Earnings Adjusted for Weeks and Hours of Work
Source: Author’s estimates from Census Bureau Data




Table 9 Distribution of Rural Employment by Race

1979-1987

Whites

% in Industry .
" Blacks

|| Industry 1979 _1937\ 1979 | 1987

— —

Dur Mfig 138 | 120 | 169 | 138
NondurMfg | 116 | 97 | 145 | 233 |
Bus/Dist Serv 148 {170 | 96 | 75

| Cons/Soc Serv 42.1 | 44.1 40.5 | 415

Source: Author's estimates from' Census Bureau Data



with one exception. The share of Black workers employed in
the nondurable manufacturing sector increased 8.8 percentage
points over this period, at the same time that thé share of
White workers employed in the industry declined slightly.
If nondurable manufacturing were a high wage sector, this
shift would bode well for improving racial equality in
wages., However, as we can see from Table_lo, nondurable
manufacturing has a high percentage of low earners,
particularly for Blacks. Moreover, the likelihood of
earning low wages in the industry if you were Black
increased substantially from 1979 to 1987 -- from 45 to 55
percent. While the share of White low earners in the
industry also increased, still less than a third of Whites
in the industry were earning low wages in 1987.

A second disturbing trend for nonmetropolitan Blacks is
that the share of workers finding employment in the business

and distribution services sector showed a slight decline of

- 2.1 percentage points between 197% and 1987, while the share

of Whites rose 2.2 percentage points over the same period.
This is troubling not only becéuse this is a relatively
high-paying sector, but also because it is one showing
growth in ﬁonmetropolitan areas. For both Blacks and
Whites, the share of low earners in the industry rose
substantially -- by roughly 12 percentage points for both

groups. But for Blacks who were employed in this sector in

1987, over half were low earners, compared with less than a
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1979-1987

% Low Earners

i

Table 10 Percentage of Rural Low Eamers* by Race

ites - Blacks
Industry 1979 | 1987
Dur Mfig 124 | 197 | 275 | 304
Nondur Mfig 231 | 20 § 452 | 550
Bus/Dist Serv | 189+ | 3.1 | 401 | 524
Cons/Soc Serv | 42.1 518 615 | 73.9

* Eamings Adjusted for Weeks and Hours of Work
Source: Author’s estimates from Census Buretm Data



thirxd of Whites;

While the shift of Blacks out of durable manufacturing
and business and distribution services and into nondurable
ﬁanufacturing is certainly responsible for some of the
increase in the growing gap between Black and White workers,l
I would argue that chahges withiﬁ each of these sectors is
equally, if not more, important. Again in Table 10, we see
that in each sector, the percentage of low wage Black
wo:kers increased and that these increases matched or
exceeded the increases for Whites.

These industry wage trends for Blacks and Whites carry
a number of implications for efforts to reduce racial wage
inequality in nonmetropolitan areas. First, efforts to
increase the share of Blacks earning better wages need to
place equal emphasgis on strategies for changing where Blacks
are employed both within and between industries. Stratggies
within industries include more vigorous implementation of
affirmative action, training and education programs which
are -tied to specific ladders for upward mobility within
firms and industries, and increased employee organizing and
unionization.

Improving hiqher_wage opportunities could also mean
doing an assessment of the industrial structure of a
specific area and identifying which segments of an
industry’s activities provide better-paying jobs. Then,

opportunities for expanding these activities can be pursued, .
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suéh as export ﬁromotion or assisting local firmsgto,prdduce
goods-and_services which are currently being imported from
outside the area. Of”CQﬁrSe, such a strateqy must be
coupled with 5 strong affirmative action pfogram if it is to
benefit Black (and women) workers.

In'addition to these within-industries strategies,
increasing employment opportunities for Blacks in the
better-paying segments of the services sector should be a
priority. Barring a-majo#'réversal in the decline of
manufacturing employmgnt in_ﬁhe-U.S., services will continue
to be the area of employment growth for both nonmetropolitan
and metropelitan areas. This means increasing the share of
Blacks employed in the business and distribution services
sector. In 1987, only 7.5 percent of Blacks worked in the

B&D¢services;3ector, compared qith 17 percént of Whites.
SPECULATION ON THE SHAPE OF THINGS TO COME

It is unlikely.that the economic péosperity found in
the nonﬁetro U.S. during the 1970s will return to the same
degree in the short texrm. However, the economic situation
does appear .to be stahilizing somewhat, although the current
recession will definitely hinder whatever progress is being
made. | |

In the area of mécroecohomic_policy, which wreaked such

havoc in the early ‘80s, real interest rates are still high
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by historical standards but they have moderated over the
last half of the decade and the value of the dollar against
foreign currencies has declined substantially. The budget
deficit remains a major problem but, even here, the deficit
reduction agreement: reached in 1990 does signal progress.
Each of these developments has contributed to a revival in
the agricultural trade balance in 1988 and 1989. While the
merchandise trade deficit was still strongly negative in
1988 and 1989, it also has moderated since its peak in 1986
and 1987. A substantial forgiveness of third world debt
would improve our export position still further but sﬁch a
move does not éppear imminent.

The decline in real and nominal interest rates will not
necessarily lead to greater credit évailability in nonmetro
areas, however., First, a comb;nation of financial
deregulaticn and the banking crisis has left many
communities without a credit institution, and thus without
:the institutional memory and féce-to-face interactiﬁn which
cén ease lending restQictions. Second, the precarious
finanecial position of many credit institutions has tightened
lenaing restrictions, as well as resulted in some banks |
trying to recoup profits by not lowering their own interest
rates in reséonse to a drbp in the discount rate. The net
effect of these positive and negativé developments in the
financial sector is difficult to gauge.

Elsewhere on the trade front, the proposal for a
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U.S./Mexico Free Trade Agreement also raises the possibility

of both positive ahd negative impaéts on the nonmetro
economy. While very little research exists which estimates
.5pecific effects of such an agreement, it would almost
certainly affect both rural manufacturing and agriculture}
in'agriculﬁure, an expected rise in exports would benefit
the industry while at the same time, imports of winter
fruits and vegetables would hurt some ﬁegibns. In
manufacturin&, the effects would also be mixed. The
increased trade would likelf benefit manufacturing in border
states while simultaneously hurting manufacturing in other
regions by drawing Jjobs away. Iflfhe jobs,lost are
primarjily in nonmetro areas_while.tﬁose gained in the bordér
states are in metro areas, however{ as was the case recently
with an AT&T plant élOSing in rural West Virginia and
expanding in both Mexico and Dallas, then the consequences
for nonmetro development will be very riegative. Since
nonmetro manufacturing often competes on the basis of lower
wages, it séems likely that at least some manufaqturind jobs
would be lost to Mexico. Increased‘imports'of textiles to
the U.S. is also expectéd to hurt nonmetro manufacturing.
Even though the economic turbulence experiencéd in'-
nonmetro communities over the past_decadé may be éalmihg
some#hat, the effects of economic dislocation are still
substantial. What can be dohe to help nonmétro areés adjust

to these new economic realities? . Since the future of
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nonmetro development will primarily be tied to services,
greater investment in education,-éraining, and
telecommunicatidﬂs infrastructure is essential. More
advanced telecommunications will enable neonmetro communities
to take greater advantage of the trend to decentralize
services functions. Without the added investment in
education and training, however, upgrading
telecommunications_may benefit new residents migrating into
nonmetro areas to a muéh greater extent than they will |
benefit existing“;esidents struggling to cope with economic
dislccation.

Unfortunately, rural .jurisdictions will be unlikely to
receive much assistance from the federal government in
making necessary investments, not only because of the- budget
deficit but also because of a more general philosophical
mood against federal government intervention. Since many
rural cbmmﬁnit;es lack the resoufces to achieve substantial
change on theif own, they will have no choice but to team up
wiﬁh other jurisdictions for cooperative ventures. However,
this is an adequate solution at best for those communities

which have been most devastated.

v

' CONCLUSION

The economic turbulence of the ;9803 has created -

terrible difficulty for nonmetropolitan America. This is
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reflected clearly in the tremendcus growth in.the share of

nonmetrcpol;tan wcrkers earnlng too little to raise a famlly
‘of four above poverty, regardless of thelr reglon, sex,
-race, age, Qr educatlonal attalnment.f ’ , | |

Equally dlsturblng is the fact that we appear to be’
moving farther away from the goal of economic equallty : The
ncnmetropolltan/metrcpolltan gap in earnlngs has widened, as
“has that between nonmetropol;tan men and wcmen, between |
Whites, Black and Hlspanlcs, between age.groups, and
between those with and without any college educatlon.

One expected consequence of these develcpments is that
more nonmetropolitan workers li'ved in pccr families in 1987
than did in 1979 - 5.4 percent of allﬁnonmetrcpolitaﬁ
workers in 1987 compared with 6.6 percent in 1979. This
represents a 20% increase in the nﬁmber of:honmetropolitanl
wefkers‘llving_in pocr families in less than a decade. "As
'dishearteninc as_this statistic is, it sigﬁificently.
unde#states the extent of the pxeblem-becauee:it excludes.
all those ncnmefxcpolitan workefs who are ueemplcyed or who
have left the labor force altcgether.

The broader economic changes which have contributed to
this turmoil in nonmetropelitan America do not show signs_cf
a reversal in the Shcrt-term,.thcugh certainly‘the_ncnmetro
economy became much mofe etable at the close of the decade
than it was at the beginning. Certainly heviné glcbal.

economic trends swing back' even further in favor of the
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nonmetropolitan economy would help. But rather than wait
for such uncertain developments, we would be better off to
assist nonmetropolitan workers and communities to make
whatever adjustments they can make now. But first we must
acknowledge that creating a society of growing inequality
runs counter to our deepest aspirations as a nation and that

active intervention is called for.
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1. In an effort to minimize distortions caused by the business
cycle, the year 1979 was chosen as a starting point because it was
the last business cycle peak. The year 1987 was the latest year of
continued economic growth for which CPS data were available at the
start of the research project. _

2 'The poverty line standard for both 1979 and 1987 was

adjusted for inflation by the now-standard CPI-X1 deflator of the
U.S. Census Bureau.

3. The nine Census subreqgions of theé U.S. consist of New England
(Maine, New Hampshire, Vermont, Massachusetts, Rhode 1Island;
Connecticut); the Middle Atlantic - (New York, New Jersey,
Pennsylvania); the East North Central (Ohio, Michigan, Indiana,
Illinois, Wisconsin); the West North Central (Minnesota, Iowa,
Missocuri, Kansas, Nebraska, North and South Dakota); the South
Atlantic (Maryland, Delaware, District of Columbia, Virginia, West
Virginia, North and South Carolina, Georgia, Florida); the East
South Central (Kentucky, Tennessee, Alabama, Mississippi); the West
South Central (Arkansas, Louisiana, Oklahoma, Texas); Mountain
(Montana, Wyoming, Idaho, Colorado, Utah, Nevada, New Mexico,
Arizona); and Pacific (Washington, Oregon, California, Alaska,
Hawaii). _ :

4. See Gorham and Harrison, 1990.

3.. Because of the limitation of sample size, the agriculture,

natural resources, and construction sectors could not be included _
in the analysis. ' "

6. Due to'inadequate sample sizes, it was impossible to compare
Blacks and Whites in all eight industrial sectors or to include
Hispanics in the analysis.
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