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f re-employment prospects are better elsewhere, do

By Daniel Monchuk, Euan Phimister, and Maureen Kilkenny
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The nonmetropolitan unemployed have slightly higher rates of 1.0% —

exit from unemployment than metro unemployed.

Figure 1. Five-year average net migration rate, 2000-2005.
Source: Bureau of the Census CO-EST Estimates (annual); tabulation

We Iinvestigate if that is because unemployed rural people are by authors
more likely to become re-employed (locally or by commuting),

more likely to migrate to find a new job, or to exit the labour

force all together.

In addition to the fact that rural unemployment rates can be higher, cross-sectional
data from the 2000 U.S. census documents these other relevant facts:

—Rural net out-migration is much higher (Figure 1),
—housing prices are much lower (Figure 2), and

—housing vacancy rates much higher (Figure 3) than urban.

These facts are related. Rural outmigration fuels excess housing supply,
exacerbates vacancy rates, and contributes to even lower rural housing values than
can be explained by remoteness alone.

In sum, because a rural homeowner enjoys more real housing at a lower cost than
they can liquidate if they sell, all else equal, the relatively thin rural housing markets
and low rural housing values may underlie a housing-tenure related ‘lock-in’ effect
that relatively immobilizes rural labour.

We argue that because net relocation and transaction costs are higher for remote
rural homeowners than urban, and because urban homeowners can more easily sell
their residence for its full opportunity value, they require less of a wage premium to
accept non-local re-employment.

In contrast, rural homeowners may not be able to sell their home for a price that
would enable them to buy a comparable home in any other area. Thus rural
homeowners would have higher real reservation wages with respect to employment
that necessitates a move and lower reservation wages for local employment,
compared to the reservation wages of urban homeowners for those options, all else
equal.
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We hypothesize that unemployed rural homeowners are more likely to stay in the labour

force and accept a local job, and less likely to take a job that necessitates a move or to
drop out of the labour force altogether.

We estimate a competing hazard model using a five year panel set of observations on
iIndividuals. We control for demographics of the individuals and the economic
characteristics of their workplaces (Table 1).

Table 3 reports the calculated average marginal effects and the p-values of the significance

of the marginal effects (in parentheses) from the multinomial logit model of competing
hazard rates, estimated by maximum likelihood. The fit of the model is substantial, with
well over half of the variation in exits from unemployment (57%) being explained by the
variables in the model. Rurality for homeowners, as hypothesized, has a significantly

positive Immobilizing effect (exit from unemployment to a job without a move). Itis also by

far the largest measured effect, raising the hazard of an exit to a job without a move by
0.094.

Table 3. Competing Hazard Model of exits from unemployment among homeowners

Exit to Employment _
Vove Stay Exit Labour Force
Marginal Effect* P-value** Marginal Effect P-value Marginal Effect P-value
Variable

Urban Adjacent to Metro -0.003 (0.60) 0.001 (0.97) 0.006 (0.63)
Urban Non-Adjacent 0.007 (0.30) -0.028 (0.19) -0.018 (0.01)
Rural -0.001 (0.87) 0.094 (0.07) -0.021 (0.03)
(log) months unemployed -0.006 (0.00) -0.027 (0.00) -0.001 (0.89)
White -0.002 (0.59) -0.036 (0.11) -0.009 (0.44)
Spanish 0.002 (0.80) -0.041 (0.16) -0.011 (0.38)
Female -0.002 (0.76) 0.057 (0.28) -0.009 (0.46)
Age 0.000 (0.76) -0.012 (0.00) -0.005 (0.00)
Age squared 0.000 (0.14) 0.000 (0.00) 0.000 (0.00)
# Children Previous Year 0.000 (0.94) 0.013 (0.13) -0.002 (0.60)
Change in #of Children -0.012 (0.01) 0.005 (0.83) 0.004 (0.69)
Marital Status previous year -0.002 (0.72) 0.041 (0.21) 0.001 (0.92)
Change in Marital Status 0.008 (0.33) 0.011 (0.86) -0.021 (0.50)
Graduated High School 0.000 (0.92) -0.030 (0.25) 0.000 (0.96)
Graduated College 0.001 (0.88) 0.053 (0.06) -0.015 (0.04)
Seasonal Dummy 0.009 (0.02) 0.025 (0.12) 0.019 (0.01)
Seasonal Industry Dummy 0.010 (0.20) 0.033 (0.21) -0.011 (0.16)
County Unemployment rate -0.003 (0.01) 0.006 (0.14) 0.004 (0.05)
Number of observations 1664
Pseudo R? 0.57

Notes: Also included in the estimation, but not reported here, are four dummy variables for the years.
* For 0/1 variables, the marginal effects reflect a change from 0 to 1

** P-values correspond to the estimated significance of the marginal effects, computed at the mean

We distinguish between four types of unemployment
transitions: (1) exit unemployment by taking a new job
with a non-local residential move, (2) exit unemployment
by taking a new job and not moving (staying in the same
county), (3) exiting the labour force; and (4) remaining
unemployed (a truncated or censored exit from
unemployment).
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Figure 5. Non-censored exits from unemployment by county type.
Source: PSID sample

The raw data, as well as previous research (Mills, 2000),
suggests that there is more labour market churning in the
rural counties because of a preponderance of seasonal
employment such as farming, forestry, mining, and
recreation in rural areas,; so we include two controls for
seasonality, one associated with the industry prior to
unemployment and the other with the month. Tabulation of
monthly data on job openings and labour turnover
(“JOLTS”) been collected by the U.S. Bureau of Labour
Statistics since the year 2000 is presented in Figure 6.

Average (% Hires - % separations) 2001-2008

source: JOLTS http://data.bls.gov/PDQ/serviet/SurveyOutputServiet
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Figure 6. Monthly average net additions to employment by sector.

Source: Bureau of Labor Statistics “Job Openings and Labor Turnover Survey” tabulations by the authors.

The estimated models (Table 3) reveal
evidence of arural ‘lock-in’ effect in which
unemployed rural homeowners appear to be
less mobile than unemployed urban
homeowners.

Our findings echo the findings of lock-in effects
arising from subsidized housing tenure and from
mortgage illiquidity that have been identified by other
researchers (Quigley (1987); Hughes and McCormick,
1987; McCormick, 2000; Battu et al. (2008); Ferreira
et al. (2008); Coulson and Fisher(2009)




