Provided by Research Papers in Economics

FEDERAL RESERVE BANK OF ST. LOUIS

Metadata, citation and similar papers at core.ac.uk

JANUARY 1984

Employment Trends in St. Louis:

1954—-82

G. J. Santoni

D URING the last few vears, economic activity has
been depressed in both 5t. Louis and at the national
level * Some observers have argued that 5t. Louis’ econ-
omy was particularly sluggish during the recent reces-
sion and is recovering at a rate that is lagging behind
the national recovery®

The relatively poor economic performance of the St.
Louis metropolitan area is alleged to have had impor-
tant consequences for local employment opportu-
nifies. Since it is generally thought that the area’s de-
pressed economy was due to the slump in automaobile
production, many commeniators are pinning their
projections for a recovery in the labor market on the
eurrent expansion in the area’s auto industry.? Others
have argued that the longer-term prospects for the
labor market in the 51, Louis metropolitan area depend
upon more fundamental forces than those capricious

G. J. Santoni is a senior economist at the Federal Reserve Bank of St
Louis. Thomas A. Pollmann provided research assistance.

'The St. Louis area is defined to be the St. Louis Standard Metropoti-
tan Statistical Area (SMSA), which includes St. Louis City; Franklin,
Jefferson, St. Charies and St. Louis counties in Missouri; and Clinton,
Madiscn, Monree ard St. Clair counties in ilinois.

2See St. Louis Post-Dispatch (September 13, 1983). For an exception
to this view regarding St. Louis’ relatively slow recovery, see Wag-
man (1983},

38t Louis Post-Dispatch (September 20, 1883); St Louis Globe-
Democrat {August 17, 1883); and St Louis Globe-Democrat
(September 19, 1983).
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circumstances that have buffeted the U.S. auto indus-
try in recent years.?

This article will deseribe the current employment
mix in the 5t. Louis labor market, compare the longer-
run growth in employment opportunities in St. Louis
to other similarly sized metropolitan areas and the
nation, and assess the recent past in terms of this
longer-run view,

THE 1982 EMPLOYMENT PICTURE
IN ST. LOUIS

Chart 1 presents the 1982 percentage distribution of
emplovment by industrial sector in the $t. Louis Stan-
dard Metropolitan Statistical Area {(SMSA)® For com-
parison, a similar distribution for the United States is
also given.

The data in chart 1 suggest that the distributions of
employment in St. Louis and in the United States
in 1982 were quite similar. In both areas, nonmanu-
facturing emplovment amounted to about 80 per-
cent of total nonagricultural employment, and
manufacturing employment accounted for about 20

*See Gilbert {1973); Kester {1983},

5The numbers are obtained by dividing employment in each sector by
total nonagriculiural employment and multiplying by 100.
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Chart !

Percentage Distribution of Employment in 1982: St. Louis and U.S.©
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percent. Much of the 5t. Louis work force (about 45
percent) was employed in wholesale/retail trade and
services. The same was true at the national level.

Two differences seem to stand out in chart 1: em-
ployment in government and in transportation equip-
ment. Since government employment by geographic
sector is related to whether the national capital, state
capital or county seat falls within that sector, we might
expect government employment in the St. Louis SMSA
to be less than if is af the national level.

Employment in transportation equipment
amounted to 4.6 percent of total nonagricultural em-
ployment in the 5t. Louis SMSA and only 2 percent at
the national level. This industry includes motor vehi-
cle, aircraft, ship and boat, and railroad equipment
manufacturing.

St. Louis employment in motor vehicle manufactur-
ing, a subcategory of transportation equipment,
amounted to about 1 percent of total nonagricultural
employment in 1982, At its peak in 1978, 5f. Louis
employment in motor vehicle manufacturing

accounted for slightly more than 2.6 percent of total

nonagricultural employment. Consequently, although
events in the automobile industry may have a larger
effect on the local economy than they do on the nation-
al economy, the percentage impact on employment
locally would appear 1o be fairly small.

HAS MUCH CHANGED OVER THE
PAST 28 YEARS?

Chart 2 presents the 1954 percentage distribution of
employment by sector for 5t. Louis and the nation. A
comparison of charts 1 and 2 reveals several interesting
differences. First, there has been a shift in employment
from mam#acturing to nonmanufacturing seclors in
both 5t. Louis and the nation. In 8t. Louis, manufactur-
ing employment accounted for 38 percent of total
nonagricultural employment in 1954, but only 22 per-
cent in 1982. A similar shift occurred at the national
level. In this case, manufacturing employment
amounted to about 33 percent of tolal nonagricultural
employment in 1954, but only 21 percent in 1982.

i5
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Chart 2

Percentage Distribution of Employment in 1954: §t. Louis and U.S. ¢
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Note also that, in 1954, a greater proportion of St.
Louisans were employed in manufacturing when com-
pared with the national employment mix: 38 percent
for 5t. Louis and 33 percent for the nation. By 1982,
however, the proportion of $t. Louisans employed in
manufacturing had fallen to about the national
average.®

The reduced concentration of employment in the
manufacturing industries has been offset by increased
employment in government and service industries. In
the §t. Louis area, the proportion of individuals em-
ployed in manufacturing fell by 15.8 percentage points
between 1954 and 1982 {from 38.0 t0 22.2 percenti, while
the proportion of people employed in government and
service industries increased by 16.9 percentage points.

SThere is some ambiguity in these numbers. The definition of the St.
Louis SMSA was changed a number of times between 1954 and
1982. The relative decline in manufacturing employment may have
been solely due to this redefinition,
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Though somewhat smaller in magnitude, a similar
shift occurred at the national level over this period, As
noted earlier, the resulting 1882 employment mix in
the 5t. Louis area was roughly the same as the nation's.

An exception to this general decline in manufactur-
ing emplovment in the 5t. Louis area was employment
in transportation equipment manufacturing. This
grew from 3.9 percent of S5t. Louis nonagricultural em-
ployment in 1954 to 4.6 percent in 1982; at the national
level, however, it fell from 3.7 percent in 1954 to 2.0
percent in 1982,

LONGER-TERM EMPLOYMENT
GROWTH IN ST. LOUIS RELATIVE TO
THE UNITED STATES

While the current employment mix in St. Louis is

about the same as the national mix, the growth rate in
local employment has been substantially below that of
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the nation. Table 1 presents the average annual growth
rates in nonagricultural employment by industrial sec-
tor for the period 1955-82 for 5t. Louis and the nation.
The annual growth rate in total nonagricultural em-
ployment for St. Louis was 1.18 percent; nationally,
total nonagricultural employment grew at an annual
rate of 2.36 percent. The difference, ~ 1.18 percent, is
statistically significant, which means that the observed
slower growth for 5t. Louis is unlikely to be simply an
artifact produced by chance variation in the data.

Further, significantly slower growth in 5t. Louis em-
ployment is common to both the manufacturing and
nonmanufacturing sectors. Moreover, the slower
growth in nonmanufacturing employment is not con-
centrated in any particular category but seems to be a
fairly general phenomenon. The differences between
local and national growth rates are statistically insig-
nificant only for construction and government.

Interestingly, the difference between the local and
national employment growth rates in the transpotta-
tion equipment industry is statistically insignificant;

the reported difference could have occurred by
“chance” or measurement problems even though the
actual growth rates were identical. Thus, despite re-
cent evenis in the auto industry, the transportation
equipment industry does not appear to have contrib-
uted to the generally slower long-run growth rate.

WAS THERE A CHANGE IN
EMPLOYMENT TRENDS IN
THE LATE 1960s?

Since some observers have claimed that 5t. Louis’
employment problems became particularly severe be-
ginning in the mid-1960s, tables 2 and 3 split the 1954
82 peried in half at 1968.7 By doing so, we can examine
the growth rates in total nopagricultural employment
during the two subperiods. Table 2 considers the ear-
lier period, 195568, and table 3 considers the more

“See R. Alton Gilbert, “Empioyment Growth in St. Louis,” pp. 8-15.
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recent period, 1969-82 8

Before making this comparison, it is important to
note that Jefferson County was added to the St, Louis
SMSA in 1958 and Franklin County was added in 1963.
Notice that the difference between the growth rates in
St. Louis and U.S. employment is positive and large in
these two years (see table 2). These observations are
excluded from the analysis because including them
would bias upward the growth rates for 5t. Louis in
these two yvears. Excluding the data for 1958 and 1963,
the results in table 2 show a statistically significant
difference of —1.03 percent per year between the
growth of total nonagricultural employment in the na-
tion and that for St. Louis. Thus, over this 14-year
period, employment growth in St. Louis was substan-
tially slower than that in the rest of the nation.

5The period begins in 1965 rather than in 1954 because 1954 is our
first observation of total employment and this observation is used in
calcuiating the 1855 growth rate.
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The data in table 3 indicate that the slower growth
that characterized S5t. Louis employment during the
1955-68 period has persisted over the more recent
period. The second column indicates that the average
anmual growth rate in total nonagricultural employ-
ment for 5t. Louis, 67 perceny, is statistically indistin-
guishable from zero over this period. Employment
growth at the national level, however, is significantly
positive. Just as in the earlier period, more recent em-
ployment growth in St. Louis was substantially slower
than that for the nation as a whole.

Further, the average difference between the local
and national annual growth rates during the 1969-82
subperiod, — 1.31 percent, is statistically indistinguish-
able from the earlier difference shown in table 2. The
data in tables 2 and 3 appear to indicate that there has
been no substantive change in the differentially slower

“t.statistic = 85,
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employment growth in 8t. Louis between the two sub-
periods.t?

ARE RECESSIONS PARTICULARLY
SEVERE IN ST. LOUIS?

The data in table 3 are also useful in analyzing
whether employment in the St. Louis area was particu-
larly hard hit during the recent recession when com-
pared with the rest of the nation. The past recession
began in the third quarter of 1981 and ended in the
fourth quarter of 1982. The data in table 3 indicate that
5t. Louis employment growth was below the national
average in 1981 and 1982, but the differences do not
appear to be "unusual.” As the previous analysis has
pointed out, average employment growth locally has
been below the national average since 1955. The differ-
ence between local and national growth rates was un-
usual (in the sense that the difference exceeded a 95
percent confidence intervall only in 1972, Conse-
quently, the recent recession does not seem to have
singled out 5t. Louis, at least in terms of employment

growth,

In fact, recessions generally have not had a differen-
tially severe impact on the local labor market. Reces-
sions occurred in 1970, 1974, 1980, and from the third
quarter of 1981 through the fourth quarter of 1982. St.
Louis employment growth has not slowed unusually
relative to the national average during any of these
recessions.

Further, the slow growth in St. Louis employment
was not unusually aggravated during the years of sub-
stantial reductions in the work forces of the various
auto manufacturing plants located in the St. Louis
SMSA. The work forces of these plants fell from a 1978
peak of about 27,000 workers to about 9,000 in 1982. Yet
the growth rate in 5t. Louis employment was not un-
usually depressed relative to the national average in
any of these years.

This evidence suggests that the problem of relatively
slow employment growth in 5t. Louis is neither the
result of problems confronting domestic auto manu-
facturers in recent years nor the result of differential
effects of business cycles on the 5t. Louis labor market.
Instead, the slower growth in St. Louis employment
when compared with overall employment growth in

*°Clinton and Monroe counties in Illinois were added to the St. Louis
SMSA in 1870. Due to their relatively small size, however, they do
not appear to have significantly distorted the estimated growth sate
for 1970.
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the nation is a phenomenon that has been fairly con-
stant over the past 28 years.

1S THE EMPLOYMENT SITUATION IN
ST. LOUIS UNIQUE?

Although the growth rate in 5t. Louis employment
has been substantially lower than the national growth
rate, it is not necessarily lower than employment
growth rates in similar metropolitan areas. Table 4
presents the annual growth rates of total nonagricul-
tural employment for St. Louis and the average of four
other comparably sized and geographically located
SMSAs for the past 14 years. These comparable SMSAs
are Baltimore, Chicago, Cleveland and Pittsburgh "

As the last column of the table indicates, the growth
rate of ernployment in 5t. Louis fluctuates around the

MThe selection was restricted to cities located outside the Sun Belt
and of roughly the same size as St. Louis in 1982.

19



average employment growth for the four other SMSAs.
On average, however, it does not differ significantly
from their average growth rates. St. Louis’ relatively slow
rate of growth in nonagricultural employment, when
compared with employment growth in the nation, is
not unique; it is shared by other comparable SMSAs.

CONCLUSIONS

The mix of nonagricultural employment has
changed both in the 5t. Louis SMB3A and at the national
level since 1954. Employment in manufacturing indus-
tries has declined in relative importance while employ-
ment by government and in the service industries has
increased. Concentration of employment in manufac-
turing industries was relatively high in the St. Louis
area in 1954 but has declined to about the national
average. A notable exception is transportation equip-
ment manufacturing. While the percentage of indi-
viduals emploved in this industry had declined at the
nationat evel since 1954, it has increased in 5t. Louis.

The average rate of employment growth in 8t. Louis
has consistently been lower than the national average
since 1954. Once this lower average growth rate is taken
into accouit, it does not appear that recessions have a
differentially severe effect on the St. Louis labor market.
Finally, relatively slow growth in employment is not

unique te St. Louis; other comparable SMSAs display
the same pattern.
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