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INFLUENCE OF THE COMMUNITY ECONOMIC BASE ON OFF-FARM EMPLOYMENT' 

Gregory S. T a y l o r  and Mike D. Woods 
Texas A g r i c u l t u r a l  Ex tens ion  Service, The Texas AIM 
U n i v e r s i t y  System 
Department o f  A g r i c u l t u r a l  Economics, Oklahoma S t a t e  
U n i v e r s i t y  

ABSTRACT Current  research i n d i c a t e s  t h e  prevalence o f  
o f f  - farm employment among Un i ted  S ta tes  farm f a m i l  i e s  
c rea tes  an impor tan t  l i n k a g e  between farm and nonfarm 
sec to rs  o f  t h e  economy. The c o n t e n t i o n  i s  t h a t  t h e  
nonfarm sec to r  c o n t r i b u t e s  through t h i s  medium t o  t h e  
economic v i a b i l i t y  o f  t h e  farm sec to r .  Desp i te  t h e  
re levance  o f  t h i s  l i nkage ,  few at tempts have been made 
t o  f u r t h e r  s p e c i f y  i t s  nature.  Th is  s tudy examines t h e  
e x t e n t  and source (by  i n d u s t r y )  o f  o f f - f a r m  employment 
i n  Texas nonmetropol i tan coun t ies ,  c l a s s i f i e d  by t h e i r  
economic base. Data a r e  f rom t h e  1980 Census o f  
Popu la t ion  and t h e  c l a s s i f i c a t i o n  o f  nonmetro coun t ies  
developed by ERS, USDA. The a n a l y s i s  exp lo res  
d i f f e r e n t i a l s  i n  t h e  s t r e n g t h  and n a t u r e  o f  t h i s  
farm-nonfarm economic l i n k a g e  i n  nonmetro economies 
dominated by d i f f e r e n t  bas ic  i n d u s t r i e s .  P a r t i c u l a r  
a t t e n t i o n  i s  p a i d  t o  coun t ies  w i t h  a g r i c u l t u r a l  
economic bases. 

I n t r o d u c t i o n  

The inc reas ing  inc idence,  importance, and changing 
na tu re  o f  o f f - f a r m  employment among farm f a m i l i e s  may be one 
o f  t h e  most s i g n i f i c a n t  s t r u c t u r a l  changes o c c u r r i n g  i n  
Un i ted  States a g r i c u l t u r e .  There has been a marked inc rease  
i n  t h e  p r o p o r t i o n  o f  farm f a m i l y  members who a re  employed 
o f f  t h e  farm, w i t h  an est imated 92 p e r c e n t  o f  farm f a m i l i e s  
r e c e i v i n g  some form o f  nonfarm income i n  1979 ( C a r l i n  and 
G h e l f i  1979). The t o t a l  impact o f  such employment on farm 
f a m i l y  income i s  a l s o  s i g n i f i c a n t .  Coughenour and Swanson 
(1983) r e p o r t  t h a t  i n  1979, 63.4 percen t  o f  t o t a l  income f o r  
farm f a m i l i e s  w i t h  farm sa les  o f  l e s s  than  $40,000 and 30.7 
percen t  f o r  those y i t h  sa les  o f  $40,000 t o  $99,999 came f rom 
nonfarm sources. They a l s o  no te  t h a t  t h e  nonfarm 
c o n t r i b u t i o n  t o  income has been i n c r e a s i n g  over t ime.  I n  
a d d i t i o n ,  o f f - f a r m  employment i s  no longer  viewed as a 
temporary s tage i n  the  l i f e - c y c l e  o f  farm f a m i l i e s  preceding 
e n t r y  t o ,  o r  e x i t  from, e x c l u s i v e  employment i n  a g r i c u l t u r a l  
p r o d u c t i o n  (Ladewig and A lb rech t  1983, p. 41). "Of f - fa rm 
employment i s  c l e a r l y  becoming an e s t a b l i s h e d  aspect o f  farm 
f a m i l y  l i f e "  (Deseran e t  a l .  1984, p. 211). --------------- 

I T h i s  research was p a r t i a l l y  supported by t h e  Texas 
A g r i c u l t u r a l  Experiment S t a t i o n ,  j o u r n a l  a r t i c l e  TA21531, 
and j s  pub l i shed  w i t h  approval  o f  t h e  d i r e c t o r .  

Nonfarm income i s  n o t  t o t a l l y  a t t r i b u t a b l e  t o  o f f - f a r m  
employment. Other sources a r e  i n t e r e s t ,  d iv idends,  r e n t ,  
and t r a n s f e r  payments. C a r l i n  and G h e l f i  (1979, p. 272) 
i n d i c a t e ,  however, t h a t  68 percen t  o f  t o t a l  o f f - f a r m  income 
i n  1975 was d e r i v e d  from wages and s a l a r i e s .  
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income have been proposed. Among them are to supplement low 
income from farming operations (Beaulieu and Molnar 1984; 
Coughenour and Swanson 1983; Ladewig and Albrecht 1983) to 
buffer or stabilize fluctuations inherent in agriculturally 
derived income (Ladewig and Albrecht 1983; Molnar 1985) and 
to provide capital for the farming operation (Coughenour and 
Swanson 1983; Deseran et al. 1984; Heffernan et al. 1981). 

Whatever the reasons underlying this structural change 
in United States agriculture, the implications are 
fundamental. First, off-farm employment, with the 
additional income it generates, facilitates the solvency and 
continued existence of the family farm, especially smaller 
operations (Deseran et al. 1984; Ladewig and Albrecht 1983). 
Second, off-farm employment inextricably links the economic 
health of the farm sector to that of the nonfarm sector 
(Crecink 1979), particularly the nonfarm sector of rural 
communities (Heffernan et al. 1981). As Tweeten (1984, p. 
845) notes, "off-farm employment is saving many family 
farms. Is it time for agriculturalists to stop emphasizing 
only the contribution of family farms to rural communities 
and instead emphasize also the contribution of rural 
communities (and the off-farm employment they provide) to 
preserving family farms?" 

Forces contributing to this fundamental change in family 
farm operation include increased employment opportunities in 
rural (e.g., Beale 1978) and need for additional 
income.gr;i:ious reasons for this need for additional family 

Despite these contentions that the nonfarm sector 
provides crucial support to the farm sector, relatively 
little work has explored the precise parameters of this 
linkage, particularly in rural areas. Most studies rely on 
aggregated data focusing on farm families or farms. This 
focus leaves unspecified the conditions under which nonfarm 
employment and income form close ties between the farm and 
nonfarm sectors of local economies. 

This study assesses off-farm employment in those 
counties where agriculture forms the base of the local 
economy. As Hobbs (1983, p. 107) notes, "a discussion of 
United States agricultural communities in the 1980s must 
necessarily begin by drawing a distinction between 
agricultural communities and the remainder of rural 
communities." It is readily apparent that in agricultural 
counties a linkage between the farm and nonfarm sectors of 
the local economy is particularly important. The 
possibility of circular effects between these two sectors 
exists, whereby the farm sector determines the economic 
health of the nonfarm sector (Tweeten and Brinkman 1976), 
and this, in turn, supports the farm sector to the extent it 
provides employment and income to farm residents. -------------- 

The requirement for additional income that "pushes" 
farm families to seek off-farm income may not be the only 
force behind the trends of off-farm employment. There are 
indications that individuals with nonfarm employment are 
being "pulled" to part-time farming for its associated 
nonmaterial benefits (Paarlberg 1980) and material benefits 
in the form of tax advantages (Coughenour and Swanson 1983). 
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Previous research has neg lec ted  a l s o  t h e  p r e c i s e  source 
o f  t h i s  suppor t  f o r  r u r a l  farm f a m i l i e s .  Employment i n  the  
nonfarm sec to r  i s  n o t  un i fo rm b u t  occurs i n s t e a d  i n  
d i f f e r e n t  i n d u s t r i e s .  D i f f e r e n t  sources o f  o f f - f a r m  
employment w i l l  have d i f f e r e n t  i m p l i c a t i o n s  f o r  r u r a l  farm 
f a m i l i e s  and communities. For example, o f f - f a r m  employment 
i n  a f a i r l y  s t a b l e  manufactur ing s e c t o r  w i l l  have d i f f e r e n t  
i m p l i c a t i o n s  from o f f - f a r m  employment i n  an unstable,  
resource-based i n d u s t r y  (e.g., m in ing)  o r  i n  the  t r a d e  and 
serv ices  sec to r .  

Th is  s tudy expands on p rev ious  research  by e v a l u a t i n g  
o f f - f a r m  employment and i t s  sources i n  nonmetropol i tan 
coun t ies  i n  genera l  and s p e c i f i c a l l y  i n  coun t ies  ( o r  l o c a l  
economies) dominated by a g r i c u l t u r e .  Th is  a n a l y s i s  
f a c i l i t a t e s  e v a l u a t i o n  o f  t h e  impact o f  o f f - f a r m  employment 
on the  r u r a l  community economies. 

Methods and l i m i t a t i o n s  

The e x t e n t  o f  o f f - f a r m  employment by  fa rm opera to rs  has 
l o n g  been o f  i n t e r e s t  t o  those s tudy ing  t h e  s t r u c t u r e  o f  
a g r i c u l t u r e  i n  t h i s  country ,  and indeed, has been an i t e m  
inc luded  i n  the  Census o f  A g r i c u l t u r e  f o r  manyyears.  
Recently,  however, i t  has been suggested t h a t  when 
cons ider ing  the  c o n t r i b u t i o n  o f  nonfarm income t o  f a m i l y  
farming operat ions,  t h e  focus o f  a n a l y s i s  should s h i f t  f rom 
the  i n d i v i d u a l  farmer and farm u n i t  t o  the  f a m i l y  
(Coughenour and Swanson 1983). The bas ic  c o n t e n t i o n  i s  t h a t  
t h e  farm f a m i l y  i s  a unique socio-economic u n i t  (Deseran e t  
a l .  1984) i n  which a l l  members p r o v i d e  i n p u t s  such as l a b o r  
and income. S p e c i f i c a l l y ,  t h e  c o n t r i b u t i o n  o f  farm wives 
(e.g. Coughenour and Swanson, 1983) and c h i l d r e n  (Deseran e t  
a l .  1984) i n  terms o f  o f f - f a r m  income and employment has 
been documented. 

Th is  a n a l y s i s  u t i l i z e s  i n d u s t r y  o f  employment da ta  f o r  
t h e  Texas r u r a l  farm l a b o r  f o r c e  as r e p o r t e d  i n  t h e  1980 
Census o f  Popu la t ion  (Un i ted  S ta tes  Department o f  Commerce 
1983). By cons ider ing  a l l  members o f  t h e  r u r a l  farm l a b o r  
fo rce ,  t h i s  a n a l y s i s  i n c l u d e s  o f f - f a r m  employment o f  farm 
f a m i l i e s .  Percentages o f  t h e  r u r a l  farm l a b o r  f o r c e  
employed i n  a g r i c u l t u r e  and i n  the  nonfarm s e c t o r  as a whole 
a r e  c a l c u l a t e d  t o  eva lua te  employment i n  a g r i c u l t u r a l  
p roduc t ion  r e l a t i v e  t o  the  nonfarm sec to r .  W i t h i n  t h e  
nonfarm sector ,  percentages o f  employment i n  16 d i f f e r e n t  
i n d u s t r i a l  ca tegor ies  a r e  c a l c u l a t e d  t o  determine the  e x t e n t  
o f  r e l i a n c e  on these i n d u s t r i e s  by t h e  farm p o p u l a t i o n  f o r  
a d d i t i o n a l  income. To f a c i l i t a t e  i n t e r p r e t a t i o n  o f  t h i s  
i n f o r m a t i o n ,  these 16 i n d u s t r i e s  a r e  grouped i n t o  seven 
ca tegor ies  ( f o r e s t r y  and f i s h e r i e s ;  mining; c o n s t r u c t i o n ;  
manufactur ing; t r a n s p o r t a t i o n ,  communication, and p u b l i c  
u t i l i t i e s ;  t r a d e  and serv ices ;  and government) r e p r e s e n t i n g  
subsectors o f  t h e  nonfarm sec to r .  

I d e n t i f i c a t i o n  o f  coun t ies  whose economies a r e  based on 
a g r i c u l t u r e  i s  taken from Economic Research Serv ice  (U.S. 
Department o f  A g r i c u l t u r e )  work on c l a s s i f i c a t i o n  o f  
nonmetropol i tan coun t ies  i n  the  Un i ted  S ta tes  (Ross and 
Green 1985). Th is  c a t e g o r i z a t i o n  employs c u t t i n g  p o i n t s  f o r  
de te rmin ing  t h e  importance o f  va r ious  sources ( a g r i c u l t u r e ,  
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manufactur ing, min ing,  e tc . )  t o  t o t a l  county income as a way 
t o  s p e c i f y  t h e  b a s i s  o f  t h e  l o c a l  economy. For i d e n t i f y i n g  
a g r i c u l t u r a l l y  based economies, t h e  c r i t e r i o n  used was t h a t  
20 percen t  o r  more o f  l a b o r  and p r o p r i e t o r s '  income averaged 
over a 5-year per iod ,  1975-1979 (Ross and Green 1985, p. 
16) ,  should come from a g r i c u l t u r a l  sources. Nonmetropol i tan 
coun t ies  i n  Texas where a g r i c u l t u r e  income exceeds t h i s  
c r i t e r i o n  a re  c l a s s i f i e d  as a g r i c u l t u r a l l y  based. Other 
c l a s s i f i c a t i o n s  a r e  manufactur ing coun t ies  (25 percen t  o r  
more l a b o r  and p r o p r i e t o r  income, 1979) and m i n i n g  c o u n t i e s  
(20 percen t  o r  more l a b o r  and p r o p r i e t o r  income, 1979) (Ross 
and Green 1985). These parameters p r o v i d e  a means o f  
c a t e g o r i z i n g  the economic base o f  nonmetro coun t ies .  

Counties can be c l a s s i f i e d  as a g r i c u l t u r a l l y  based by 
t h i s  c r i t e r i o n  and s t i l l  have o t h e r  s i g n i f i c a n t  economic 
a c t i v i t i e s .  Therefore,  a d i s t i n c t i o n  i s  drawn between 
p u r e l y  a g r i c u l t u r a l  coun t ies  and coun t ies  where a g r i c u l t u r e  
i s  combined w i t h  o t h e r  major  economic a c t i v i t y .  For 
example, a county may be c l a s s i f i e d  as a g r i c u l t u r a l  and a l s o  
have 20 percen t  o r  more l a b o r  and p r o p r i e t o r  income from 
min ing.  It would t h e r e f o r e  be c l a s s i f i e d  as a mixed 
economy, as opposed t o  p u r e l y  a g r i c u l t u r e .  The d a t a  have 
t h r e e  l i m i t a t i o n s .  F i r s t ,  t h e  p o p u l a t i o n  considered 
inc ludes  o n l y  those r e s i d e n t s  on r u r a l  farms o f  one ac re  o r  
more from which a t  l e a s t  $1,000 wor th  o f  a g r i c u l t u r a l  
products  were s o l d  d u r i n g  1979. Second, o n l y  t h e  p r i n c i p a l  
i n d u s t r y  o f  employment i s  taken i n t o  account. Th is  omi ts ,  
f o r  example, c o n s i d e r a t i o n  o f  p a r t - t i m e  o f f - f a r m  employment 
by  farm opera to rs  who consider  a g r i c u l t u r e  t h e i r  p r i n c i p a l  
i n d u s t r y  o f  employment. Th i rd ,  i n d i v i d u a l s  who r e s i d e  on 
farms b u t  may n o t  be d i r e c t  c o n t r i b u t o r s  t o  a farm f a m i l y  
o p e r a t i o n  (e.g., h i r e d  l a b o r )  a r e  inc luded .  

Desp i te  these l i m i t a t i o n s ,  however, t h i s  a n a l y s i s  should 
c l a s s i f y  t h e  e x t e n t  and sources o f  o f f - f a r m  employment i n  
nonmetropol i tan coun t ies  and, consequently,  t h e  l i nkages  
between the fa rm and nonfarm s e c t o r s  o f  r u r a l  economies, 
p a r t i c u l a r l y  those w i t h  an a g r i c u l t u r a l  economic base. Even 
though the  a n a l y s i s  i s  con f ined  t o  Texas, t h i s  s t a t e  i s  so 
d i v e r s e  i n  terms o f  r u r a l  economies and a g r i c u l t u r e  t h a t  
g e n e r a l i z  t i o n  t o  o t h e r  s e c t i o n s  o f  t h e  coun t ry  should be 
poss ib le .  3 

Ana lys is  

O f  t h e  254 coun t ies  i n  Texas, 48 a r e  c l a s s i f i e d  by t h e  
Bureau o f  Census as be ing  i n  a m e t r o p o l i t a n  area (Un i ted  
States Bureau o f  Census 1984). The remain ing 206 coun t ies ,  
81 percen t  o f  a l l  coun t ies ,  a r e  c l a s s i f i e d  as 
nonmetropol i tan and a re  t h e  focus f o r  t h i s  study. S ix ty - two  
o f  these nonmetro coun t ies  have been c l a s s i f i e d  by t h e  
Economic Research Serv ice,  U.S. Department o f  A g r i c u l t u r e ,  
as be ing  dependent on a g r i c u l t u r e  as t h e  bas ic  economic 
a c t i v i t y  i n  t h e  county (Bender e t  a l .  1985). T h i r t e e n  o f  
t h e  coun t ies  where a g r i c u l t u r e  i s  a dominant i n f l u e n c e  a r e  
a l s o  c l a s s i f i e d  i n  another economic category (manufactur ing,  --------------- 

A more in-depth d e s c r i p t i o n  o f  t h e  popu la t ions  
concerned, i n c l u d i n g  i n f o r m a t i o n  on res idence,  age, and 
education, i s  inc luded  i n  the  Apendix. 
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min ing,  o r  government). I n  o t h e r  words, these  c o u n t i e s  have 
a s i g n i f i c a n t  economic i n f l u e n c e  i n  a d d i t i o n  t o  a g r i c u l t u r e .  
The major i ssue  b e i n g  s t u d i e d  here  i s  the  e x t e n t  t o  which 
t h e  a g r i c u l t u r a l  sec to r  i s  supported by va r ious  
n o n a g r i c u l t u r a l  i n d u s t r i e s  i n  a l o c a l  economy o r  county. 
Whi le  t h i s  i ssue  i s  no doubt impor tan t  i n  a l l  nonmetro 
count ies,  i t  i s  c e r t a i n l y  more c r u c i a l  i n  those 62 coun t ies  
where the  major  economic impetus i s  p rov ided  by a g r i c u l t u r e ,  
p a r t i c u l a r l y  i n  t h e  49 coun t ies  where a g r i c u l t u r e  i s  the  
s o l e  dominant economic in f luence .  

It i s  a n t i c i p a t e d  t h a t  t h e  amount o f  o f f - f a r m  employment 
generated i n  a l o c a l  economy w i l l  be lower  i n  a g r i c u l t u r a l l y  
based coun t ies  than i n  coun t ies  where t h e  economy i s  based 
on some o ther  i n d u s t r y  o r  on a g r i c u l t u r e  i n  combinat ion w i t h  
some o t h e r  i n d u s t r y .  The c o n t e n t i o n  here  i s  t h a t  n o t  o n l y  
does nonagr i cu l  t u r a l  bas ic  i n d u s t r y  p r o v i d e  o f f - f a r m  
employment, i t  a l s o  tends t o  generate a d d i t i o n a l  jobs i n  
secondary sec to rs  o f  t h e  economy (e.g., t r a d e  and s e r v i c e s )  
because o f  i t s  t y p i c a l l y  l a r g e r  employment base. 

Table 1, which p resen ts  t h e  percentage o f  t h e  r u r a l  farm 
r e s i d e n t  l a b o r  f o r c e  employed i n  the  nonfarm and 
a g r i c u l t u r a l  sectors ,  i n d i c a t e s  t h a t  t h i s  i s  t h e  case. 
Of f - farm employment i s  lowest  (45 percen t )  i n  those coun t ies  
where a g r i c u l t u r e  i s  t h e  s o l e  dominant economic a c t i v i t y .  
I n  coun t ies  where a g r i c u l t u r e  i s  n o t  a dominant economic 
a c t i v i t y ,  o f f - f a r m  employment i s  58 percen t .  I n  those 
coun t ies  where a g r i c u l t u r e  and some o t h e r  i n d u s t r y  p r o v i d e  
s i g n i f i c a n t  amounts o f  income t o  t h e  l o c a l  economy, o f f - f a r m  
employment i s  s l i g h t l y  h i g h e r  (61 p e r c e n t ) .  These r e s u l t s  
conform t o  expectat ions;  however, e v a l u a t i n g  o f f - f a r m  
employment i n  t h i s  manner p rov ides  some i n t e r e s t i n g  i n s i g h t s  
i n t o  t h i s  phenomenon. 

Table 1. E x t e n t  o f  o f f - f a r m  employment by  coun ty  economic 
c l a s s i f i c a t i o n ,  Texas, 1980. 

Employment 

A g r i c u l t u r a l  
klr . Agr. + 
o n l y  o ther  Nonagr icu l  t u r a l  

Nonfarm 45% 61% 58% 

Farm 

T o t a l  (N) 20,815 3,507 64,514 
-- 

F i r s t ,  suppor t  i s  p rov ided  f o r  t h e  c o n t e n t i o n  t h a t  where 
t h e  nonfarm s e c t o r  p rov ides  employment o p p o r t u n i t i e s ,  farm 
f a m i l y  r e s i d e n t s  t a k e  advantage o f  them. I n  o t h e r  words, i t  
i s  probable t h a t  a v a i l a b i l i t y  o f  j obs  i s  an impor tan t  
l i m i t i n g  f a c t o r  on t h e  suppor t  t h a t  may be o f f e r e d  t o  the  
farm sec to r  by  t h e  nonfarm sec to r .  Where n o n a g r i c u l t u r a l  
i n d u s t r i e s  a r e  dominant i n  a county, t h e  e x t e n t  o f  o f f - f a r m  
employment i s  h igher  than i n  coun t ies  where a g r i c u l t u r e  i s  
t h e  so le ,  dominant i n d u s t r y .  

Second, i t  should be noted t h a t  a l though  t h e  e x t e n t  o f  
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o f f - f a r m  employment i s  r e l a t i v e l y  low i n  t h e  p u r e l y  
a g r i c u l t u r a l  count ies,  i t  s t i l l  i n v o l v e s  h a l f  o f  t h e  r u r a l  
farm r e s i d e n t  l a b o r  fo rce .  Thus, i t  can be surmised t h a t  
even i n  these economies t h e  nonfarm s e c t o r  represen ts  an 
impor tan t  source o f  suppor t  f o r  t h e  farm sec to r .  The 
d i f f e r e n c e  between p u r e l y  a g r i c u l t u r a l  economies and t h e  
o t h e r s  appears t o  be m a i n l y  i n  degree o f  dependence on t h e  
nonfarm s e c t o r  f o r  employment. 

The n a t u r e  o f  jobs a v a i l a b l e  t o  r u r a l  arm r e s i d e n t s  i s  
e q u a l l y  impor tan t  as t h e  q u a n t i t y  of jobs.' As can be seen 
i n  Table 2, o f f - f a r m  employment p a t t e r n s  o f  t h e  r u r a l  fa rm 

Table 2. Sources o f  o f f - f a r m  employment (percent)  by county 
economic c l a s s i f i c a t i o n ,  Texas, 1980 ............................................................ 

A g r i c u l t u r a l  
Agr .  Agr. + Non 
o n l y  o t h e r  a g r i c u l t u r a l  

F o r e s t r y  & f i s h e r i e s  0 

M in ing  5 7 5 

Cons t ruc t ion  10 10 11 

Manufactur ing 13 13 17 

Trans., corm., & U t i l .  8 7 8 

T r a n s p o r t a t i o n  4 4 4 
Communication & 

p u b l i c  u t i l i t i e s  4 3 4 

Trade & se rv ices  47 3 9 42 

Wholesale t r a d e  
R e t a i l  t r a d e  
Finance, insurance 

and r e a l  e s t a t e  
Business & r e p a i r  

s e r v i c e s  
Personal se rv ices  
En te r ta inment  & 

rec.  s e r v i c e s  
Hea l th  se rv ices  
Other se rv ices  

Government 18 24 18 

Pub1 i c  a d m i n i s t r a t i o n  6 6 6 
Educat ional  se rv ices  12 18 12 

------------------------------------------------*---------- 

Educat ional  se rv ices  a r e  inc luded  i n  t h e  government 
sesctor ,  as i t  i s  b e l i e v e d  most employment here  w i l l  be 
under government auspices. S i m i l a r l y ,  h e a l t h  se rv ices  a r e  
inc luded  i n  t r a d e  and serv ices ,  as most employment here  i s  
p robab ly  i n  the p r i v a t e  sec to r .  
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