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Employment Change in the Nonmetropolitan South: An
Overview of Recent Trends and Future Prospects

David L. Barkley

Professor, Faculty of Economic Development, and
Co-Coordinator, Regional Economic Development Research Lab.
Clemson University, Clemson, South Carolina

ABSTRACT Employment growth in the nonmetropolitan South
exceeds the national average, yet job losses are the norm for many
counties in the region. In addition, the earnings per job differential
between workers in the rural South and the nation has widened.
Recent changes in the economic environment promise new challenges
for many southern nonmetropolitan communities. The new economy
is characterized by continued growth in service-related activities, the
rapid adoption of new technologies and production organizations,
corporate restructuring and industry clustering, and enhanced
competitiveness resulting from globalization of markets. The
implications of these changes for labor demand inrural areas will vary
markedly depending on local history, characteristics, and responses to
the changes. Competitiveness in the new environment will be
enhanced through raising labor productivity, improving public goods
and services, providing supportive institutions, and raising local
quality of life. 3
The nonmetropotitan South is a diverse region of ranch and farm-
ing communities, mill villages, mining towns, seaside and
mountain resorts, manufacturing centers, regional shopping centers,
and bedroom communities on the metro fringe'. The heterogeneity
of the rural South is reflected in the development experiences and
prospects of its communities. Many nonmetro areas in the South

lThroughout this paper, rural and nonmetro will be used interchangeably
to refer to Nonmetropolitan Statistical Areas, and urban and metro will
both refer to Metropolitan Statistical Areas. The South is defined as the 16
state region in the South census division (Delaware, Maryland, Virginia,
West Virginia, North Carolina, South Carolina, Georgia, Florida,
Kentucky, Tennessee, Mississippi, Alabama, Arkansas, Louisiana, Texas,
and Oklahoma).
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arerapidly growing (e.g., recreation/retirement areas, urban fringe),
and local community development goals in these areas are focused
on managing growth to protect the local quality of life. A large
number of other rural areas in the South have experienced extended
periods of slow (or negative) employment and population growth.
A goal shared by these communities is the expansion of local
employment opportunities and improvement of local job quality.
Community leaders view more and better jobs as a means of
retaining young families and high school and college graduates,
increasing the local tax base and improving public services,
expanding commercial activity and revitalizing “main street,” and
enhancing the overall local quality of life. The perceived benefits
associated with more and better jobs are sufficiently large and
visible to encourage the allocation of significant resources to
employment generation strategies such as industrial recruitment,
small business development, tourism and retirement promotion,
value-added enhancement in agriculture, and labor quality
enhancement.

Nonmetropolitan areas of the South, on the whole, have been
successful in their efforts to expand and improve employment
opportunities. During the 1990s, the rate of employment growth in
the rural South exceeded the national growth rate. But relatively
rapid employment growth in the rural South obscures two
weaknesses in the region's demand for labor. First, the southern
nonmetro employment growth experience is highly varied, with
slow growth or job losses continuing to be the norm for many
counties in the region. Second, the average growth of earnings per
worker for southern nonmetro employees lags the national average.
Thus, the earnings differential between the rural South and the
remainder of the nation continues to widen.

The purpose of this paper is to summarize recent employment
and earnings trends in the nonmetro South and review changes in
the competitive environment that may impact future employment
opportunities and earnings for rural workers. The new competitive
environment is characterized by greater global competition, a
continuing shift from goods-producing to service-producing
industries, new production organizations and technologies, and
industrial restructuring. The implications of these structural

https://egrove.olemiss.edu/jrss/vol15/iss1/2 2
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changes for nonmetropolitan businesses and workers are
summarized after an overview of recent trends.

Employment and Earnings Trends in the
Nonmetropolitan South

Since the 1989-1990 recession, the U. S. economy has
experienced a period of sustained growth in employment and
nominal earnings per worker, and workers in the nonmetro South
benefitted from this “rising tide” of €économic activity. From 1991
to 1996, employment in nonmetro areas of the 16 Southern states
increased by approximately 1,019,000 jobs (10.2 percent) and
average nominal wages per worker increased from $17,948 to
$20,945 (16.7 percent). For the nation as a whole, employment
increased by 9.7 percent and average wages per job by 17.6 percent
from 1991 to 1996. Thus nonmetro areas in the South created jobs
at a more rapid rate than the nation, but the wage differential
between southern nonmetro workers and the nation as a whole
increased during the 1990s.

The aggregate employment and wage statistics disguise much
variability that exists within the nonmetro South by major industry
divisions and by nonmetro county location, size, and employment
base. Differences among industries, states, and counties within the
rural South are summarized below.

Major Industry Divisions

Southern nonmetro employment change by industry parallels
that of the nation and nonmetro areas in other regions (Tables 1 and
2). Farm employment declined at similar rates (approximately 5.0
percent) in the nonmetro South and the remainder of the nation.
And employment in mining and in the military declined signifi-
cantly in the rural South as elsewhere in the United States. The
rate of southern nonmetro employment loss in mining exceeded
that of the nation while military employment declined at a slower
rate in the rural South than in other nonmetro areas. Federal
civilian employment in the rural South also fell from 1991 to 1996,
but only by 1,681 workers or -1.2 percent. Employment loss rates

Published by eGrove, 1999 3
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Table 1. Nonmetropolitan Employment in Selected Industries,
Southern States, 1991 to 1996.

Nonmetro Nonmetro Employment
Industry Employment  Employment Change
1991 1996 1991-1996
A. Farm Employment 779.166 740.432 -38,734
B. Nonfarm Employment 9.247.805 10,305.680 1.057.975
1. Private Employment 7.506,766 8.440,385 933,619
?i%'hile;[’]g‘gf;gy : 113.934 151.137 37.203
Mining 198.497 161.479 -37.018
Construetion 511.503 628.039 116,336
Manufacturing 2.033.624 2,118.784 85.160
Transportation and 390.986 417.542 26.556
Public Utilities
Wholesale Trade 304.612 331.272 26.660
Retail Trade 1.571.404 1.847.663 276.259
;Tﬁce:ﬁ ?;‘;2“‘36‘ 434.422 465.481 31.059
Services 1,947,784 2.318.988 371.204
2. Government and 1.741.039 1,865,295 124.256
Govt. Enterprises
Federal. Civilian 141.679 139.998 -1.681
Military 211,467 184.843 -26.624
State 407,028 450,772 43,744
Local 980.865 1.089.682 108.817
Total Employment 10.026.971 11.046.112 1.019.141

Source: U. S. Department of Commerce. Bureau of Economic Analysis. 1969-96.
Regional Accounts Data, County Wage and Salary Summary CA-34.

https://egrove.olemiss.edu/jrss/vol15/iss1/2 4
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Table 2. Percentage Employment Change for the Nonmetro South and
the Nation, Selected Industries, 1991 to 1996.

Nonmetro Nonmetro
[ndustry South U.S.
(% Change) (% Change)

U.S. Total
(% Change)

A. Farm Employment -5.0 -5.3 -5.1
B. Nonfarm Employment 11.4 12.2 10.1
I Private Employment 12.6 13.8 11.6
Ag. Serv.. Forestry. 32.7 21.9 24.8
Fishing and Other
Mining -18.6 -14.7 -13.9
Construction 22.8 25.6 19.2
Manufacturing 4.2 7.2 1.1
Transportation and 6.8 9.4 9.6
Public Utilities
Wholesale Trade 8.8 7.0 5.8
Retail Trade 17.6 16.5 12.9
Finance. Insurance. 7.1 14.7 7.2

and Real Estate
Services 19.1 17.4 17.2

2. Government and 7.1 53 2]
Govt. Enterprises

Federal. Civilian - -1.2 -5.6 -7.7
Military -12.6 -16.6 -15.9
State 10.7 8.1 6.6
Local 11.1 10.3 7.4
Total Employment 10.2 10.9 9.7

Source: U.S. Department of Commerce., Bureau of Economic Analysis. 1969-96.
Regional Accounts Data. County Wage and Salary Summary CA-34.
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in this sector were significantly larger for the nonmetro United
States (-5.6 percent) and the nation as a whole (-7.7 percent).

The largest net employment gains for the nonmetro South
occurred in services (371,204), retail trade (276,259), construction
(116,536), local government (108,817), and manufacturing
(85,160). Southern nonmetropolitan employment growth rates in
agricultural services, forestry, and fishing (32.7 percent), services
(19.1 percent), retail trade (17.6 percent), and local government
(11.1 percent) exceeded the sectors' growth rates reported for the
United States and other nonmetro areas® . Employment growth
rates for Southern nonmetropolitan manufacturing (4.2 percent)
and construction (22.8 percent) industries, on the other hand, were
lower than those for other nonmetro areas. Relatively slow
employment growth rates for the nonmetro South's manufacturing
and construction industries were not anticipated given the strong
population growth in the South and the nonmetro South's past
success in attracting manufacturing facilities.

In summary, both the goods-producing (agriculture, forestry,
fishing, mining, construction, and manufacturing) and the service-
producing (services; trade; government; transportation and public
utilities; and finance, insurance, and real estate) sectors contributed
to southern nonmetro employment growth from 1991 to 1996.
However, net employment change in the service-producing
industries contributed 84 percent of the new jobs while only 16
percent were provided by net employment change in the goods-
producing sectors. The dominance of the service-producing
industries in job creation in the rural South is a continuation of the
long-term structural change from primary and secondary sectors to

“tertiary activities. For the United States as a whole, 88.3 percent
of the 1991 to 1996 employment change was attributabie to the
service-producing industries -- leaving only 11.7 percent for
manufacturing, construction, mining, farming, forestry, and fishing.

*Much of the employment growth in the agricultural services, forestry, and
fishing sector in the South was attributable to new jobs in the landscape
and horticultural services industry (SIC 078). Many jobs in this industry,

https:/dpovevRimBERdeAsenal 18N pay relativply low wages.



Barkley: Employment Change in the Nonmetropolitan South

Employment Change - Barkley
Earnings and Employment by State

Tables 3 and 4 provide changes in nonmetro employment and
average earnings per job for the 16 southern states from 1991 to
1996, respectively. All southern states exhibited nonmetro employ
ment gains in the 1990s, though only eight of the states exceeded
the national average growth rate of 9.7 percent (Arkansas, Dela-
ware, Florida, Georgia, Mississippi, North Carolina, Tennessee,
and Texas), and only four southern states exceeded the nonmetro
United States average growth rate of 10.9 percent (Florida,
Georgia, Mississippi, and North Carolina).

Average earnings per job increased by 17.6 percent for the
nation and 16.3 percent for U. S. nonmetropolitan areas. Only five
states in the South (Alabama, Georgia, North Carolina, South
Carolina, and Tennessee) reported nonmetro average wage growth
rates greater than the national averages. And only seven southern
states (the above five plus Arkansas and Florida) had percentage
increases in average earnings greater than the national nonmetro
rate. Growth in nonmetro earnings in the remaining eight southern
states lagged the national averages, resulting in a greater earnings
gap in 1996 than that of 1991.

Rapid employment growth in the nonmetro South contributed
to declining unemployment rates for nonmetro areas during the
1990s. By 1997, nonmetro unemployment rates for 11 of the 16
states were less than 7 percent (Table 5). Yet unemployment rates
in southern nonmetro areas continued to significantly exceed the
national average (4.9 percent) and those of southern metro areas.
In all southern states except Delaware, Georgia, and Texas, the
nonmetro unemployment rate was 40 percent to 80 percent higher
than that reported for the states’ metropolitan areas.

Employment and Earnings by County

The diversity of recent employment and earnings trends among
nonmetropolitan areas is more evident upon investigation of
county-level data. First, in terms of employment growth, rural
counties in the South generally shared in the nation's economic
prosperity in the 1990s. Specifically, 846 of the 1,008 Southern

nmetro counties (83.9 perc7ent) experienced employment gains
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Table 3. Nonmetropolitan Employment Change by State, Southern
States, 1991 to 1996.

Employment 1991 to

State 1996

1991 1996 % Change

Alabama 586.671 637.436 8.9
Arkansas 573.064 630,297 10.0
Delaware 65,666 72,628 10.6
Florida 367.235 415.061 13.0
Georgia 1,107,851 1,170,489 15.0
Kentucky 862,125 942,840 9.4
Louisiana 406,716 441,285 8.5
Maryland 191,569 204,550 6.8
Mississippi 747,883 843,645 12.8
North Carolina 1,120,146 1,243,807 11.0
Oklahoma 586.290 634,387 8.2
South Carolina 479.848 521,869 8.8
Tennessee 779,521 860.059 10.3
Texas 1.302,148 1,439,688 10.6
Virginia 688,726 738.396 7.2
West Virginia 408.211 442127 83
- Nonmetro 10,026,971 11,046,112 10.2
Nonmetro 24,488,246 27.148,496 10.9
U.S. Total 138,785,800 152,314,900 9.7

Source: U.S. Department of Commerce, Bureau of Economic Analysis.
1969-96. Regional Accounts Data, County Wage and Salary Summary
CA-34.
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Tables 3 and 4 provide changes in nonmetro employment and
average earnings per job for the 16 southern states from 1991 to
1996, respectively. All southern states exhibited nonmetro employ
ment gains in the 1990s, though only eight of the states exceeded
the national average growth rate of 9.7 percent (Arkansas, Dela-
ware, Florida, Georgia, Mississippi, North Carolina, Tennessee,
and Texas), and only four southern states exceeded the nonmetro
United States average growth rate of 10.9 percent (Florida,
Georgia, Mississippi, and North Carolina).

Average earnings per job increased by 17.6 percent for the
nation and 16.3 percent for U. S. nonmetropolitan areas. Only five
states in the South (Alabama, Georgia, North Carolina, South
Carolina, and Tennessee) reported nonmetro average wage growth
rates greater than the national averages. And only seven southern
states (the above five plus Arkansas and Florida) had percentage
increases in average earnings greater than the national nonmetro
rate. Growth in nonmetro earnings in the remaining eight southern
states lagged the national averages, resulting in a greater earnings
gap in 1996 than that of 1991.

Rapid employment growth in the nonmetro South contributed
to declining unemployment rates for nonmetro areas during the
1990s. By 1997, nonmetro unemployment rates for 11 of the 16
states were less than 7 percent (Table 5). Yet unemployment rates
in southern nonmetro areas continued to significantly exceed the
national average (4.9 percent) and those of southern metro areas.
In all southern states except Delaware, Georgia, and Texas, the
nonmetro unemployment rate was 40 percent to 80 percent higher
than that reported for the states' metropolitan areas.

Employment and Earnings by County

Thediversity of recentemployment and earnings trends among
nonmetropolitan areas is more evident upon investigation of
county-level data. First, in terms of employment growth, rural
counties in the South generally shared in the nation's economic
prosperity in the 1990s. Specifically, 846 of the 1,008 Southern

onmetro counties (83.9 percgent) experienced employment gains
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Table 3. Nonmetropolitan Employment Change by State, Southern
States, 1991 to 1996.

Employment 1991 to

State 1996
1991 1996 % Change

Alabama 586,671 637.436 89
Arkansas 573.064 630,297 10.0
Delaware 65,666 72,628 10.6
Florida 367,235 415,061 13.0
Georgia 1,107.851 1,170,489 15.0
Kentucky 862,125 942,840 9.4
Louisiana 406,716 441,285 8.5
Maryland 191,569 204,550 6.8
Mississippi 747,883 843,645 12.8
North Carolina 1,120,146 1,243,807 11.0
Oklahoma 586.290 634,387 82
South Carolina 479,848 521,869 8.8
Tennessee 779,521 860,059 10.3
Texas 1,302,148 1,439,688 10.6
Virginia 688.726 738,396 72
West Virginia 408.211 442,127 8.3
Nonmetro 10.026.971 11,046,112 10.2
Nonmetro 24,488,246 27.148.496 10.9
U.S. Total 138,785,800 152,314,900 9.7

Source: U.S. Department of Commerce, Bureau of Economic Analysis.
1969-96. Regional Accounts Data. County Wage and Salary Summary
CA-34.
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Table 4. Average Wages Per Job, Full and Part-Time Employees by
Place of Work, Nonmetro Counties, Southern States, 1991 to 1996.

State Average Wage Per Job |291 0 1996
1991 1996 % Change
Alabama $17,291 $20,530 18.7
Arkansas 16,601 19,323 16.4
Delaware 18,243 20,962 149
Florida 17,709 20,622 16.4
Georgia 17.884 21,127 18.1
Kentucky 18,510 21,524 16.3
Louisiana 18,209 20.854 14.5
Maryland 19,712 22.844 5.9
Mississippi 17,730 19.956 12.6
North Carolina 17,699 20.977 18.5
Oklahoma 17,829 19,688 10.4
South Carolina 18,293 21.989 20.2
Tennessee 18,348 22212 21.1
Texas 17,965 20,523 14.2
Virginia 18,430 21,146 14.7
West Virginia 20,150 22,244 10.4
Nonmetro 17,948 20,945 16.7
Nonmetro U.S. 18.496 21,510 16.3
U.S. Total $24.216 $28.483 7.6

Source: U.S. Department of Commerce, Bureau of Economic Analysis. 1969-96.
Regional Accounts Data. County Wage and Salary Summary CA-34.

Published by eGrove, 1999 1
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Table 5. Metro and Nonmetro Area Unemployment Rates for
Southern States, 1997.

Unemployment Rate,

Nonmetro-

State 1997 (%) Metro

Metro Nonmetro Ratio
Alabama 4.2% 7.0% 1.67
Arkansas 42 6.3 1.50
Delaware 4.1 39 .95
Florida 4.7 6.0 1.28
Georgia 4.1 S.7 1.39
Kentucky 4.2 6.7 1.60
Louisiana 5.6 8.0 1.43
Maryland 49 7.2 1.47
Mississippi 4.0 6.6 1.65
North 3.0 5.0 1.67
Oklahoma 35 5.2 1.49
South 3.7 6.6 1.78
Tennessee 4.3 7.8 1.81
Texas 5.2 6.3 1.21
Virginia 35 5.7 1.63
West Virginia 54 8.2 1.52

Source: U.S. Department of Agriculture, Economic Research Service
(USDA/ERS), State Fact Sheets (www.ers.usda.gov/StateFacts/).

from 1991 to 1996 (see Figure 1). The 162 counties with
employment losses were distributed throughout the South, with
“county clusters” in the Texas and Oklahoma plains, the
Mississippi Delta region, Appalachia, and the old “Cotton Beit”
stretching through lower Alabama, Mississippi, Georgia, and South

https://eg%a\l/g% el:rn]uas's.edu/jrss/voll5/issl/2 12
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The benefits of national growth for the rural South are less
evident when viewed from the perspective of changes in earnings
per job. For the nation as a whole. nominal earnings per job
increased by 17.6 percent from 1991 to 1996. Among the 1,006
southern nonmetro counties, only 485 counties (48.2 percent)
reported gains in earnings per job at rates exceeding the national
average (Figure 2). For the remaining 523 rural counties, the gap
between local earnings per job and the national average widened
during the 1990s. The counties with below average earnings
growth were located predominantly in the western portion of the
South (Texas, Oklahoma, Arkansas, and Louisiana), Appalachia,
and the Georgia-Florida border region.

The cumulative effects of slow growth in employment and
earnings per job are reflected in low current earnings for nonmetro
workers in the South (Figure 3). In 1996, only 18 nonmetro
southern counties (1.8 percent) had earnings per job greater than
the national average ($28.483), while 198 counties (19.6 percent)
reported average earnings per job less than 60 percent of the U.S.
average. The rural counties with the lowest average earnings
generally are, as expected. located in the regions with low job
and/or income growth for the 1990s (Texas-Oklahoma Plains,
Arkansas Ozarks. Mississippi Delta. Kentucky Highlands. and
Cotton Belt). Interestingly enough. however, few counties with
low average earnings are located in Appalachia despite the job
losses and slow earnings growth experienced in this region from
1991 to 1996. The historically high wages associated with the
mining industry appear to support earnings levels above the 60
percent threshold.

County Type

Employment losses in farming and mining and a stagnant
manufacturing sector suggest that rural areas dependent on these
industries will be at a disadvantage in generating jobs. Similarly,
small and geographically isolated rural areas in the South often are
perceived to be unattractive to firms in the rapidly growing service-
producing industries. Thus, employment growth in these regions
is expected to lag that of more populous rural counties and counties

dj t .
https://ggrtg%ggllgm}s(s).égtﬁjtrrs(s)/\fac)rl(fgllsssll2 14



Barkley: Employment Change in the Nonmetropolitan South

Figure 2. The Change of Earnings per Job for Southern Nonmetropolitan Counties, 1991-1996
(Change in U.S. Earnings per Job: 17.6%)
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An examination of earnings and employment trends by county
type (size, adjacency status, and industry specialization) only
partially supports these expectations. Population size and
adjacency status, on average, were not consistently correlated with
county growth rates for employment or earnings per job (Table 6).
The 1991 to 1996 percentage change in earnings per job differed
little by county--size adjacency status, ranging from a low of 15.8
percent for medium, not adjacent counties to a high of 17.3 percent
for medium, adjacent counties. Average employment growth rates
were lowest for small, not adjacent counties (8.1 percent), and
highest for large, not adjacent rural areas (13.2 percent). And for
small- and medium-sized counties, those adjacent to metro areas
did experience, on average, marginally higher rates of employment
growth. Alternatively, among the more populous rural counties,
employment growth rates were strongest in those counties not
adjacent to metro areas.

Specialization in a specific industry (farming, mining,
manufacturing, services, government, or nonspecialized), was not
strongly related to average employment or earnings growth, with
the exceptions of mining and manufacturing (Table 6).> Among the
southern nonmetro counties, the 78 mining-related counties had, on

3 County types by industry specialization are based on the USDA/ERS nonmetro
county typology (Cook and Mizer 1994). The county economic types, which are
mutually exclusive, are defined as follows:

Farming-dependent—Farming contributed a weighted annual average of 20
percent or more of total labor and proprietor income over 1987-89.
Mining-dependent-Mining contributed a weighted annual average of 15 percent
or more of total labor and proprietor income over 1987-89.
Manufacturing-dependent-Manufacturing contributed a weighted annual average
of 30 percent or more of total labor and proprietor income over 1987-89.
Government-dependent--Federal, State, and local government activities
contributed a weighted annual average of 25 percent or more of total labor and
proprietor income over 1987-89.

Service-dependent-Service activities (private and personal services, agricultural
services, wholesale and retail trade, finance and insurance, real estate,
transportation and public utilities) contributed a weighted annual average of 50
percent or more of total labor and proprietor income over 1987-89.
Nonspecialized—Counties not classified as a specialized economic type over
1987-89.

Published by eGrove, 1999 17
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Table 6. Employment and Earnings Change by County Type,
Southern Nonmetro Counties, 1991 to 1996.

Number Percentage
. Percentage . :
o . of . h Change in
County Classification Change in Los
Nonmetro Earnings

Employment

Counties Per Job
Nonmetro (Beale) Code®
Large Adjacent 51 10.4 16.5
Large Not Adjacent 37 13.2 16.8
Medium Adjacent 328 11.9 17.3
Medium Not Adjacent 270 10.6 5.3
Small Adjacent 143 [1.9 17.0
Small Not Adjacent 179 8.1 16.5
Specialization
Farming 172 12.8 17.3
Mining 78 4.5 9.4
Manufacturing 310 10.3 18.4
Services 100 12.8 15.5
Government 112 12.5 16.3
Non Specialized 236 13.4 17.6

Source: U. S. Department of Commerce. Bureau of Economic Analysis. 1969-96.
Regional Accounts Data. County Wage and Salary Summary. CA-34.

*Nonmetro codes arc defined by Butler and Beale (1994) as follows:

Large Adjacent: Urban population of 20.000 or more. adjacent to a metro
arca

Large Nonadjacent: Urban population ol 20.000 or more. not adjacent to a
metro area

Medium Adjacent: Urban population 0f 2.500 to 19.999. adjacent to a mctro
area

Medium Nonadjacent:  Urban population of 2.500 10 19.999. not adjacent 10 a
metro area

Small Adjacent: Completely rural or less than 2,500 urban population.
adjacent (o a metro area

Small Nonadjacent: Completely rural or less than 2.500 urban population.
not adjacent to a metro area

Adjacent: Nonmetro counties physically adjacent to one or more

metro areas and having at least 2 percent of the
employment labor force in the county commuting to the
central metro county
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average, both the lowest percentage change in employment (4.5
percent) and the lowest rate of growth in earnings per job (9.4
percent). The 310 counties specializing in manufacturing also had
relatively low employment growth (10.3 percent), but the
percentage change in earnings per job (18.4 percent) was the
highest among the six county specialization categories. The
remaining county specialization groups (farming, services,
government, and nonspecialized) were very similar in terms of
growth rates for employment and earnings per job.

The above findings indicate that employment and earnings
growth rate differences among southern nonmetro counties cannot
be explained solely by county size, location, or economic base
differences. Greater understanding of the determinants of rural
county growth requires multivariate analysis of the relationship
between county population and employment changes and local and
regional characteristics. Carlino and Mills (1987), for example,
found that county population and employment growth are
interrelated (that is, “jobs follow people ” and “people follow
jobs™). An implication of this finding is that strategies to retain or
attract residents (e.g.. good schools, local quality of life, interstate
highways) will, in turn, lure businesses and increase the regional
demand for iabor. In addition, Henry, Barkley, and Bao (1997)
found that rural counties near metro areas benefited from nearby
urban growth spillovers if the urban population growth rates were
fast in the fringe but slow in the core. This population spillover
was highest in rural counties with good schools, abundant public
services, quality housing, and relatively little poverty. However,
Henry et al. found little evidence of urban employment spread
effects to nearby rural areas. Finally, local leadership, institutions,
and social structure also are considered important determinants of
local development, though the influence of these attributes are
difficult to quantity (Barkley 1998).

Future Prospects for Labor Demand

The diversity of growth experiences across the nonmetro South
indicates significant differences among rural counties in
adaptability to the past economic environment. However, recent
c 1an§es in the economic env1150mne|1t facing the nonmetro South

Published by eGrov

21



Journal of Rural Social Sciences, Vol. 15 [1999], Iss. 1, Art. 2

22 Southern Rural Sociology Vol. 15, 1999

may result in new “winners” and “losers” among rural
communities. The new global economy is characterized by
continued growth in service-related activities as sources of
employment, the rapid adoption of new technologies and
production organizations, corporate restructuring and industry
clustering, and enhanced competition resulting from the
globalization of markets. The implications of these changes in the
economic environment on nonmetro areas are summarized in the
following sections.

Internationalization of Competition

Improvements in transportation and communication
technologies and reductions in artificial trade barriers through
NAFTA and GATT result in the development of global markets for
many goods and services. U.S. producers now must meet world
market standards for price, quality, service, and delivery.

The internationalization of markets for goods and services and
intensification of global competition will present both positive and
negative impacts on rural producers and labor demand. On the
positive side, new markets are available to rural firms, and southern
producers that are competitive in these markets may benefit local
labor markets through expanded employment opportunities and
higher wages. For example, Testa (1993) suggests that the
liberalization of trade should benefit the machinery, transportation,
electrical equipment, and instruments industries. And Coughlin
and Mandlebaum (1990) predict that export growth will be greatest
among firms whose production processes are capital intensive
and/or skilled-labor intensive. Alternatively, relatively little impact
from freer trade is expected for the food products and lumber and
wood products industries — important employers in certain areas
of the rural South (Cox and Hill 1994).

On the negative side, an expansion of international trade will
render some nonmetro firms susceptible to import penetration from
producers in low-wage countries. Bernat (1994) suggests that rural
industries reliant on unskilled labor, standardized products, and
routinized production processes will be most susceptible to imports
from low-wage countries. Responses by rural producers to

competition from foreign roducers include ceasing production,
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moving production overseas (“if you can't beat them, join them”),
increasing capital intensity to substitute capital for labor or de-skill
labor, or reducing real wages and benefits. Shoe manufacturing is
an example of an industry ceasing production/moving overseas in
response to heightened competition while textile firms initiated a
major change in production technology in an effort to remain
competitive. Employment declined significantly in both industries,
but relatively less in textiles and labor productivity and wages
increased for textile employees.

In sum, rural areas now compete with metro areas for
employers requiring skilled labor and with other countries for
businesses reliant on low-wage, unskilled labor. Rural areas no
longer can rely on product life cycle forces and the filtering down
process for a steady source of potential new employers. Firms in
the mature phase of their life cycle now by-pass rural areas for
foreign locations where unskilled labor is relatively abundant and
cheap. In addition, relatively rapid increases in human capital in
the rural workforce (a closing of the urban-rural labor quality
differential) means that competition with urban areas for
businesses requiring skilled labor is a more promising strategy than
competing with other countries for manufacturers using routinized
production processes and low-wage labor.

Service Sector Growth

As noted earlier, most of the recent net job growth in the rural
South (84 percent) resulted from expansion in the service-related
industries (transportation and public utilities; trade; services;
government; and finance, insurance, and real estate). Glasmeier
and Howland (1994) attribute this relatively rapid growth in
service-related employment to a number of interrelated factors.
Growth in consumer services is explained by the high income
elasticity of demand for services, an increase in dual-wage-earning
households, and an unprecedented increase in demand for medical
services and tourism- and retirement-related activities.
Contributing factors to the growth of employment in business and
producer services are the expansion of foreign trade, increased
complexity of corporate activities, proliferation of government
ula%ﬁés, specialization andﬂhe resulting out-sourcing of service

23



Journal of Rural Social Sciences, Vol. 15[1999], Iss. 1, Art. 2

24 Southern Rural Sociology Vol. 15, 1999

activities, and rapid technological change in information and goods
processing. And, for many producer and consumer services,
employment growth results from a low potential for productivity
increases through capital intensification of the service production
process. Yet recent technological innovations suggest that this
source of service employment growth may be fleeting (Zachary
1995).

The expansion of service-producing industries relative to the
goods-producing sector raises two concerns relative to the impact
on southern nonmetro labor markets. First, will nonmetro areas in
the South be attractive locations for firms in the service sector as
they traditionally have been for manufacturing establishments?
Research by Glasmeier and Howland (1994) suggests that the more
routine, export-oriented services have not decentralized to rural
areas (for low-cost labor and land) to the extent that routine
manufacturing decentralized. Rural areas will become more
attractive locations for service exporters as advanced
telecommunications technologies become more available to rural
businesses and residents. Malecki (1996) notes, however, that rural
communities will lag years behind large urban areas in the
acquisition of state-of-the-art telecommunication facilities, and
rural areas may experience difficulty in maintaining
telecommunication-based activities they eventually acquire as the
same capabilities develop in lower-wage overseas locations.
Moreover, Rowley and Porterfield (1993) caution that innovations
in telecommunications also permit the invasion of rural markets by
urban service providers. Thus, it is not clear that the expanding
service sector will create employment opportunities in the rural
South to the extent these jobs are created elsewhere.

Second, will the shift to service-related activities negatively
impact the earnings potential of rural residents? Anecdotal evi-
dence of displaced factory workers flipping hamburgers suggest
that employment in the service sector is often a poor substitute for
manufacturing jobs. Recent research on this issue is. however,
mixed. A comparison of earnings per nonfarm job by industry for
the United States (Table 7) lends support to the perception that jobs
in service-related activities are not good substitutes for
employment in goods-producing industries. In 1997, mean

nonmetro earnings per job in nonmetro manufacturing ($32,207)
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Table 7. Earnings Per Nonfarm Job by Industry, United States. 1997

Earnings Per Job

Industry
Nonmetro Metro
Agr. Services. Forestry, Fishing $12.265 $16.390
Mining 41,544 57,986
Construction 25,502 34.536
Manufacturing 32.207 47,607
Transportation & Public Utilities 33,999 45,544
Wholesale Trade 28.862 44,458
Retail Trade 13,764 17311
Finance, Insurance & Real Estate 17,030 37,180
Services 18,958 29,974
Government 26,397 34,445
Federal Civilian 41,309 48,664
Federal Military 17,288 22.990
State 28.853 33.527
Local 24,739 33.280

Source: U.S. Department of Agriculture. Economic Research Service
(USDA/ERS). 2000. Rural Conditions and Trends 10(2):82.

exceeded mean nonmetro earnings in all service-related industries
except transportation and public utilities ($33,999) and federal
ctvilian government ($41,309). However, the earnings differentials
between jobs in manufacturing and those in the remaining service-
related industries are partially the result of the relatively large
number of part-time and seasonal workers in services and retail
trade. Kozicki (1997) also notes that the gap between
manufacturing and service productivity is widening due to lagging
computerization of service industries and differences in
competitive pressures. Lagging service sector productivity may

. slow earnings growth among service providers relative to
Published by eGrove, 1999 23
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employees in the goods-producing industries. And Marshall and
Wood (1992) suggest that the relatively high-wage, high-skill
producer services will concentrate in urban areas due to their
orientation toward key producer markets and reliance on diverse
labor skills.

On the other hand, Beyers (1996) finds that employment
growth in producer services is strong in rural areas with high
quality of life, proximity to clients, and attractive transportation
and telecommunications infrastructure. Moreover, Dupuy and
Schweitzer (1994) show that a wide range of high paying jobs are
available in the service sector and, overall, the wage gap between
goods- and service-producing jobs is negligible. The authors note,
however, that the goods-producing industries do offer better
earnings prospects for those with a high school degree or less, a
segment of the labor force that is disproportionately represented in
the rural South. Finally, Kreahling, Smith, and Luloff (1996) find
that, for the rural Northeast, the transition from agriculture, mining,
and manufacturing to service-related industries had positive
impacts on the local economy. The authors note that “counties
whose employment structures became service-specialized or
diversified experienced higher increases in population,
employment, and income . . . ."(P. 23)

Production Technology and Organizations

Robotics, computer-aided design (CAD), computer-aided
manufacturing (CAM), computerized sorting and handling, just-in-
time (JIT) inventory replacement, flexible machining cells, and
flexible labor cells are examples of innovative cost-reducing
technologies and production practices adopted to enhance
international competitiveness. The implementation of “high
performance production systems” will negatively impact the
demand for rural labor if: (1) rural manufacturers are slow to adopt
the new technologies, and as a result, become less competitive in
the global economy; (2) the adoption of new technologies and
organizations by rural producers eliminates jobs at rural
manufacturing facilities; or (3) increased labor-skill requirements
reduce manufacturers' propensities to decentralize to rural areas.
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production technologies and organizations on rural labor markets
may be overstated.

First, a recent survey of manufacturers by the Economic Re-
search Service, U.S. Department of Agriculture (ERS/USDA)
found that rural manufacturers were not far behind urban
manufacturers in their overall adoption rate of new technologies
and management practice (Teixeira 1998; Gale 1998; McGranahan
1998). Gale attributes part of the “unexpectedly” high adoption
rates for nonmetro plants to facility characteristics. The nonmetro
plants were larger, more likely branch plants, and more likely
engaged in fabrication--all characteristics associated with higher
technology use. Yet McGranahan shows that manufacturers in the
rural South are less likely to adopt high performance production
systems than firms in other rural areas. L.ower adoption rates in the
rural South may result from the reluctance of manufacturers to
introduce new technologies and management practices in nonmetro
arcas with lower levels of schooling and higher percentages of
minority populations—characteristics of many rural labor markets
in the South (Gale 1997). In addition, a survey conducted by the
Southern Technology Council (1990) found that southern firms in
general were slow to adopt new computer-based technologies.
Thus, low adoption rates among rural southern firms also may
reflect the industry mix of southern manufacturers. Either way,
lower adoption rates of high performance production systems may
impede southern rural firms' abilities to compete in the global
economy.

Second, research is not clear regarding whether the adoption of
new technologies and management practices reduces the demand
for labor. A survey of midwest manufacturers of nonelectrical
machinery finds that the application of flexible machining cells re-
duced labor needs by 65 percent while flexible labor cells
contributed to a 30 percent reduction in labor requirements
(Knudsen etal. 1994). Alternatively, for peripheral areas of Great
Britain, O'Farrell and Oakey (1993) find that the adoption of new
technologies was associated with employment gains among small
firms in the mechanical engineering industry. Thus, the impact of
technological innovations on labor demand appears to vary by
industry. Cappelli (1996) also suggests that the changes in labor

Publishedbygg{gv%%ggassomated with t?g adoption of high-performance
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production systems will depend on firms' responses to the higher
wages associated with the higher-skill requirements. [f wages
affect technology practices. then the labor demand--technology
relationship may be recursive where practices change labor demand
and wages, which in turn affect the choice of practices. For
example, Cappelli (1996) notes that technological innovations lead
to higher labor skill requirements, which in turn, lead to higher
wages for skilled production workers. Yet the higher wages may
encourage the firm to seek new production practices that substitute
capital for the high-wage labor or permit a deskilling of production
jobs (thus reducing wages).

The adoption of flexible production systems and practices may
impact staffing arrangements as well as number of employees.
Houseman (1997) finds that the use of temporary, part-time and
contract employment is widespread among firms using flexible
staffing arrangements. Workers in these types of jobs have less job
security, fewer workplace benefits, and a higher probability of
periods of unemployment than other workers (Segal and Sullivan
1995).

Third, a greater consensus exists in the literature regarding the
impacts of post-Fordists' production technologies and organizations
on the upgrading of the occupation distribution of manufacturing
jobs and the education and skill requirements within occupational
categories. Berman. Bound. and Griliches (1994) document a
decrease in production jobs in U.S. manufacturing while nonpro-
duction employment increased. And among production workers.
Cappelli (1996) documents an association between rising skill
requirements and computer use and total quality management
(TOM) programs. An increase in the skill requirements of
production jobs also was found for manufacturers adopting new
technologies in the periphery of Great Britain (O'Farrell and Oakey
1993) and in rural areas of the United States (Teixeira 1998).

An increase in labor skill requirements would appear to put
rural areas at a disadvantage in attracting and retaining
manufacturers; however, Teixeira notes that for the nation as a
whole, rural high-adopters report no more problems in finding
adequately skilled workers than urban high adopters. Yet the
difficulty of finding or attracting skilled workers may be more

pronounced in the rural South, since the ERS survey also finds that
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the quality of local labor, attractiveness of area to managers and
professionals, and quality of schools are three of the top five
location factors listed by southern manufacturers as impediments
to their establishments' ability to compete.

Industrial Restructuring

The globalization of competition and innovations in production
technologies and management practices encourage a restructuring
of manufacturing and service activities from large-scale, multi-
plant, vertically-integrated operations to smaller, more specialized
firms. This disagglomeration and vertical disintegration are
attributed to an attempt by firms to focus their activities and exploit
niche markets, avoid firm-wide union labor contracts through
subcontracting, insulate the firm from production irregularities and
uncertainties through subcontracting. and acquire specialized
inputs and services from external sources at a lower cost than
would be available if produced by the vertically-integrated firms
(Erickson 1994; Barkley 1995).

The restructuring of manufacturing activity may have adverse
implications for nonmetropolitan communities in the South if the
nonmetro areas are perceived to be less attractive locations for
manufacturers or the smaller. more specialized firms provide lower
earnings potentials. For example, some scholars (Scott 1986;
Schoenberger 1988) propose that the transition from large-scale,
vertically-integrated operations to smaller, specialized firms will
dampen the decentralization of manufacturing since the economies
associated with urban locations (proximity to markets, input
suppliers, specialized labor and services, and transportation and
communication infrastructure) increase in importance relative to
the traditional advantages of rural locations (low cost land and
labor). The transaction to smaller firms also may be detrimental to
local employment growth if small firms are less likely than large
firms to employ business strategies to gain competitive advantages
over their rivals. In a study of rural Georgia businesses, Variyam
and Kraybill (1993) found that larger firms had a greater propensity
to implement growth-promoting business strategies such as
strategic planning, developing more attractive and higher quality
products, and adopting new technologies.
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Recent research suggests that the negative impacts of industrial
restructuring on employment growth in rural labor markets may be
overstated. A decentralization of manufacturing employment
continues despite the restructuring of industry and the increased
importance of proximity between firms and their suppliers and
markets. Both Bernat (1995) and Barkley and Hinschberger (1992)
found urban-to-rural employment shifts among industries
experiencing significant restructuring. Yet these studies also note
that the decentralization of employment was weakest among
rapidly growing industries and high tech manufacturers. Thus,
industrial restructuring appears to reinforce the spatial division of
labor with the rapidly-growing, skilled-labor-intensive activities
favoring metropolitan locations while rural areas remain attractive
to the slower growing, less skill-intensive firms. However, Wojan
and Pulver (1995) found numerous exceptions to the above pattern
for the upper Midwest.

The implications of industrial restructuring on the earnings of
rural workers appear less promising. Lyson and Tolbert (1996)
find that an increase in the number of small manufacturing
establishments is associated with an increase in nonmetro county
family income and a decrease in nonmetro county income inequalty
and poverty rate. However, the study also shows that a larger
increase in income and a larger decrease in poverty and income
inequality are associated with an increase in the number of large
manufacturing establishments. And for the state of North Carolina,
Tomaskovic-Devey and Johnson (1996) find that an increase in
manufacturing establishment size and nonlocal ownership are
positively correlated with employee earnings. though the
differences are not large. Anderson and Holmes (1995) suggest
that industrial restructuring may encourage firms to implement a
dual labor market strategy. That is, firms' workforces are sharply
segmented into highly-skilled product engineers and low-wage
nonunion production workers, with the low-wage jobs located
primarily in small towns in the periphery of the firms' core
locations. Anderson and Holmes offer the auto parts manufacturer
Magma as an example of such a strategy. Finally, Miller (1993)
suggests that small and medium-size enterprises in rural areas also
provide fewer worker benefits than larger enterprises. However,

Variyam and Kraybill (1998) find that after controlling for worker
https://egrove.olemiss.edu/jrss/vol15/iss1/2 28



Barkley: Employment Change in the Nonmetropolitan South

Employment Change - Barkley 31

quality, ownership structure, and entrepreneur characteristics, small
firms lag large firms only in the provision of health insurance
benefits.

In sum, the negative implications of industrial restructuring on
rural labor markets appear to be primarily in terms of slower wage
growth but not reduced employment growth. This conclusion is
consistent with the recent experience in the rural South (refer to
Tables 3 and 4) and that found by Bernat (1994) for rural areas as
a whole. One exception to this general trend is nonmetro areas
with industrial districts or clusters (Rosenfeld 1995). The presence
of industry clusters in rural areas has been found to exhibit positive
effects on both local wage rates (Gibbs and Bernat 1997) and
industry earnings growth rates (Henry and Drabenstott 1996). Yet
Gibbs and Bernat caution that not all rural industries exhibit higher
wages in clusters, and Barkley and Henry (1998) point out that
industry cluster development is not a viable option for many rural
areas. A second exception is nonmetropolitan areas with abundant
natural amenities and/or a high quality of life. Rural communities
with a high quality of life may remain competitive locations for the
smaller, more specialized firms because professional, technical,
and managerial personnel are more easily attracted to such
locations. And Bader (1993) notes that the smaller firms may not
consider the lower quality schools and labor force of these rural
areas a serious problem. The smaller, more specialized firms can
move in with wages slightly above the prevailing average wage and
“cream” the local labor market in terms of labor skills.

Conclusions and Implications

Nonmetropolitan areas in the South have benefited from the
national economic expansion of the 1990s, rural employment
growth during this time slightly exceeds the national average while
growth in earnings per job slightly lags. Yet the good economic
times are not being experienced equally across the 1,008 counties
in the rural South. Job losses were reported for 162 counties while
523 counties experienced earnings per job growth rates less than
the national average. Nonmetropolitan counties with relatively
slow growth in earnings per job face the likely prospect of

household incomes falling further behind the national average.
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The current economic environment (internationalization of
markets, innovative production technologies and practices,
industrial restructuring, and continued structural shift to service-
producing industries) presents challenges to southern nonmetro
areas. The implications of these challenges for labor demand in
rural labor markets will vary markedly depending on local
characteristics and history and indigenous responses to the
challenges. For example, greater international trade will benefit
rural areas whose firms are capital or skilled-labor intensive but
negatively impact areas whose producers compete with imports
from low-wage countries. The growth in service-producing
industries favorably impacts rural communities that are able to
attract and support export-oriented services and service industries
employing well-educated labor. And the adoption of “high
performance production systems’ and the restructuring of industry
to smaller, more specialized firms are occurring in rural areas
where skilled labor is available, industry clustering is present, and
the perceived quality of life is high.

On the other hand, southern rural areas with a legacy of low-
skill, low-wage activities will be at a competitive disadvantage in
attracting or developing the more rapidly growing, higher-skilled
service and manufacturing activities. These rural communities may
respond to the enhanced competitive pressures by taking the “low
road” approach of further reducing local production costs through
tax abatements, lax environmental regulations, and downward
pressure on wages. Or competitiveness may be improved by the
“high road” approach of raising worker productivity through
education and training. developing institutions for technology
transfers and business assistance. and improving public
infrastructure and services. Another important component of the
“high road” approach is the improvement of local quality of life to
make rural communities attractive locations for entrepreneurs and
highly-skilled, highly-educated labor. Finally, North (1994)
emphasizes that communities must institutionalize political and
economic systems that permit them to readily adapt to changes in
the national and global economies. Glasmeier and Conroy (1994)
persuasively argue that the long-term growth prospects for rural
jobs are best enhanced through the “high road” rather than the “low

road” development strategies.
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