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B The rates of employment loss and unemployment
in the recent recession are about the same in
metro and nonmetro areas, but based on previous
recessions, nonmetro employment may recover more

slowly.

B As in past recessions, manufacturing-dependent
nonmetro counties felt the effects of the recession
sooner than other nonmetro areas.

B Unemployment rates continue to be lowest for the
college-educated in both nonmetro and metro areas.

The recession beginning in December
2007 led to the largest overall job losses
and increases in unemployment rates since
the early 1980s. Evidence from the four
recessions since 1980 provides a possible
road map of the pattern of recovery from
the most recent recession.

The intensity, duration, and depth of
past recessions varied widely across non-
metro and metro areas depending on the
recessions’ underlying causes, the shifting
industrial structure of local economies
over time, and the Federal Government’s
economic policy responses. During the
1980 and 1981-82 recessions, for example,
nonmetro areas experienced very high
unemployment rates and were generally
slower to recover from economic down-
turns than metro areas. In the 1990-91
and 2001 recessions, nonmetro areas fared
somewhat better than metro areas. The
most recent recession also appears to have

affected metro areas more severely.

Evidence from earlier recessions
suggests that recovery to pre-recession
levels of metro and nonmetro employment
could be lengthy. The 1990-91 and 2001
recessions were relatively mild. However,
because unemployment rates usually con-
tinue to rise after a recession has ended,
it was 8 to 12 quarters before nonmetro
employment and unemployment returned
to pre-recession levels.

In past recessions, nonmetro areas
have generally taken longer to recover than
metro areas. The data suggest thatindustry
mix, as well as demographic factors, play
arole in determining how long it takes for
metro and nonmetro areas to recover. For
example, lower levels of education and less
access to the diverse set of job opportuni-
ties typically available in metro areaslikely
led tolonger periods of unemployment in

past recessions for nonmetro residents.




Nonmetro Areas Fared Better
Than Metro in Recent Recessions

The U.S. economy entered into a
recession in late 2007 (see box, “How
Recessions Are Determined”). By mid-
2008, metro and nonmetro unemploy-
ment rates were just over S percent. As
the recession deepened in late 2008 and
early 2009, unemployment rates climbed,
reaching 9.6 percent in metro areas and
9.0 percent in nonmetro areas—the high-
est fourth-quarter unemployment rate
for both metro and nonmetro areas since
1982. The overall pace of employment
decline was also greater in metro areas
(-4.3 percent) than in nonmetro areas (-2.3
percent) between the fourth quarters of
2008 and 2009. High commodity prices
and greater nonmetro shares of employ-
ment in industries that are faring better
than others in this recession, such as min-
ing, education, and health care, may help
explain this difference.

The 1990-91 and 2001 recessions
were also milder in nonmetro areas than

in metro areas. The 2001 recession was

comparatively mild and short, lasting only
three quarters. Nonmetro areas again fared
slightly better than metro areas, although
job recovery was slow. Nonmetro employ-
ment fell 0.5 percent, compared with 1.1
percent for metro areas. It took about ten
quarters for metro and nonmetro employ-
ment to reach pre-recession levels. The
nonmetro unemployment rate peaked 12
quarters after the beginning of the reces-
sion. During the 1991 recession, nonmetro
and metro employment declined 0.9 per-
cent. Recovery times were shorter than
after the 2001 recession—six quarters
for nonmetro areas and five quarters for
metro areas.

Nonmetro and metro employment
and unemployment were more sharply
affected by the back-to-back 1980 and
1981-82 recessions. Together they lasted
24 months, resulting in slow job growth
and high unemployment in nonmetro and
metro areas. Nonmetro and metro unem-
ployment peaked in the fourth quarter
of 1982 at 10.9 percent and 10.6 percent,

respectively. The metro unemployment

rate did not fall to pre-1980 recession levels
until 1987; nonmetro recovery took until
1988.

Nonmetro employment fell by 1.1 per-
cent from peak to trough during the 1981-
82 recession, compared with a 1.6-percent
increase in metro areas. The nonmetro
unemployment rate did not begin to fall
until seven quarters after the beginning of
the 1980 recession. Unemployment rates
often do not decline until after a recession
has officially ended because businesses do
not begin to hire until there is a clear indi-

cation that the economy is improving.

Unemployment Rates Vary by
Sector and Skill Level

Two factors help explain unemploy-
ment during recessionary periods since
the 1980s. First, improvements in and
increased adoption of labor-saving tech-
nology, coupled with increasing globaliza-
tion, have contributed to a shift away from
producing goods in the U.S. to providing
services. In several recessions since 1980,
employment in the manufacturing and

other goods-producing industries of the

Nonmetro unemployment generally takes longer to return to pre-recession levels than metro unemployment
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Note: The metro/nonmetro status of some counties changed in 1984, 1994, and 2004. Beginning in 1994, data reflect a major redesign of the Current
Population Survey. These changes can affect comparability with data for prior periods. The adjusted unemployment rate includes marginal
workers and involuntary part-time workers beginning in 1994. Prior to 1994, the adjusted unemployment rate included discouraged workers and

one-half of involuntary part-time workers.

Source: Seasonally adjusted by USDA, Economic Research Service, using data from the Bureau of Labor Statistics’ Current Population Survey.




U.S. economy has fared poorly. Nonmetro
counties with a large share of employment
in the education, health care, leisure and
hospitality, and public administration
sectors should fare better during the most
recent recession than nonmetro counties
dependent on manufacturing.

Recessions affect industries and sec-
tors of the economy in different ways. For
example, in the most recent recession,
employment in construction, transporta-
tion and utilities, finance, and mining has
significantly decreased in both metro and
nonmetro areas. In the 2001 recession,
industries that were more concentrated in
metro areas, such as high technology and
finance, were particularly affected. During
the 1991 recession, nonmetro areas fared
about the same as metro areas in most
industries. In the 1980 and 1982 reces-
sions, nonmetro employment declined in
major goods-producing industries, such as
manufacturing, construction, and mining,
These losses were offset by employment
gains in the service and government sec-
tors of the economy.

Asecond and related factor helping ex-
plain unemployment during recessionary
periods s the increasing demand for highly
skilled labor. This trend affects both non-
metro and metro areas. Unemployment
rates are consistently lower for workers
with a college education than for those
who have completed only high school or
less. In both nonmetro and metro areas,
the unemployment rate for those without
ahigh school diploma is high, 13.7 percent
and 14.9 percent, respectively (see chart
on page S1). These workers were most
affected by the recessions that impacted
goods-producing industries. Between the
first quarter of 1980 and the fourth quar-
ter of 1982, the unemployment rate for

nonmetro workers without a high school ~ the 1991 recession, metro and nonmetro

diploma increased by 5.2 percentage ~ workers without a high school diploma

points to 12.7 percent. At the bottom of ~ fared roughly the same, as the recession

How Recessions Are Determined

The National Bureau of Economic Research (NBER) is considered to be the official
arbiter of when recessions begin and end. NBER is a nonprofit, economic research
organization founded in 1920 and based in Cambridge, MA. According to NBER,
“arecession is a significant decline in economic activity spread across the economy,
lasting more than a few months, normally visible in real gross domestic product, real
income, employment, industrial production, and wholesale-retail sales.”

Beginning and ending dates for the most recent recessions are taken from the NBER
website at www.nber.org/cycles/cyclesmain.html, which states, “Contractions (reces-
sions) start at the peak of a business cycle and end at the trough.”

Recession Peak month Peak quarter Trough month Trough quarter
1980 January 1980 1980 Qf July 1980 1980 Q3
1981-82 July 1981 1981 Q3 Nov. 1982 1982 Q4
1990-91 July 1990 1990 Q3 March 1991 1991 Q1
2001 March 2001 2001 Q1 Nov. 2001 2001 Q4
2007-09 Dec. 2007 2007 Q4 Not yet Not yet
determined determined

Employment was generally slower to recover in the last two recessions than
in earlier recessions

Length of recession (NBER-quarters)
Employment recovery
= Unemployment rate peak

Metro
1980

1981-82
1990-91
2001

Nonmetro
1980

1981-82
1990-91
2001
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Note: Length of recession refers to the number of quarters in the recession as determined by
the National Bureau of Economic Research (NBER).

Source: USDA, Economic Research Service analysis of data from the Bureau of Labor
Statistics’ Current Population Survey.




affected automobile manufacturing, con-
struction, and related industries.

While recessionary unemployment
rates were always lower for those with
more education, the two most recent reces-
sions did significantly affect the employ-
ment prospects for the college-educated.
For example, the technology and finance
sectors employ many highly skilled
college-educated workers and are more
concentrated in metro areas. The unem-
ployment rate for metro college-educated
workers increased from 2.3 to 3.5 percent
between the first and fourth quarters of
2001.1In contrast, the unemployment rate
for nonmetro college-educated workers
decreased from 2.2 to 1.8 percent during
the same period. This decrease islikely due
toincreased employment in state and local
government, public and private education,
and health services. These sectors employ a
significant proportion of college-educated
workers in nonmetro areas.

The same pattern holds for the most
recent recession. The unemployment rates
for college-educated workers in the fourth
quarter of 2009 were 4.8 percent in metro

areas and 3.1. percent in nonmetro areas.

Intensity and Duration of
Recessions Vary Across
Nonmetro Areas

Although recessions are economy-
wide, local areas are affected differently.
Diversity is a key feature of nonmetro areas
and a factor in their vulnerability to fluc-
tuations in national economic conditions.
Nonmetro locations differ from each other
and from metro areas in a variety of ways,
such as industrial structure, demographic
conditions, and level of economic well-
being (see box, “What Is Nonmetro?”).

Analyzing counties classified accord-

ing to their economic base, demographic

What Is Nonmetro?

The U.S. Office of Management and Budget defines metro areas as (1) central counties
with one or more urbanized areas, and (2) outlying counties that are economically
tied to the core counties as measured by work commuting. Nonmetro counties are

outside the boundaries of metro areas.

Nearly S0 million Americans live in nonmetropolitan (nonmetro) areas, as currently
defined. The nonmetro classification covers approximately 2,000 counties outside the
primary daily commuting range of urbanized areas with 50,000 or more people and is
widely used to define “rural” for research and policymaking. Nonmetro areas contain
17 percent of the U.S. population but extend across 80 percent of the land area.

See the ERS Briefing Room on Measuring Rurality for more information: www.ers.

usda.gov/briefing/rurality/
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makeup, or socioeconomic status provides
another measure of how recent recessions
affected nonmetro areas. ERS county clas-
sifications identify farming-dependent,
mining-dependent, manufacturing-
dependent, government-dependent, and
services-dependent nonmetro counties,
as well as persistent poverty and retire-
ment destination counties (see the ERS
Briefing Room on “Measuring Rurality”

at www.ers.usda.gov/briefing/rurality/
typology).

Nonmetro Manufacturing
Counties Hardest Hit by
Recessions

In the most recent recession, metro
areas experienced slightly larger employ-
ment declines than nonmetro areas, but
unemployment in nonmetro areas varied
considerably depending on the economic
base. Nonmetro counties classified by ERS
as heavily dependent on manufacturing,

for example, showed the largest employ-
ment decline among nonmetro areas—
they lost more than 6 percent of all their
jobs from a peakin the first quarter o 2007
to the third quarter of2009.

This finding is consistent with that of
pastrecessions. Nonmetro manufacturing
counties were the most affected among
the county groups in the recessions of
1980 and 2001 and ranked second behind
mining-dependent and persistent pov-
erty counties in the 1981-82 and 1990-91
recessions. Employment in manufactur-
ing-dependent counties fell by at least 3
percent in each of these recessions except
for 1990-91, a mild recession in nonmetro
counties. This pattern, in turn, is consis-
tent with the known cyclical sensitivity
of durable-goods manufacturing and also
with the general downward trend in the
manufacturing sector’s share of national

employment over the past 30 years.




MARKETS AND TRADE

Employment declined in most county types in the most recent recession

Percent change in employment
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Note: The average for mining is skewed by a 9-percent contraction in mining employment in

the 1981-82 recession.

Source: USDA, Economic Research Service using data from the Bureau of Labor Statistics.

Using changes in unemployment
rates rather than in employment levels to
compare the intensity of recessions across
nonmetro counties yields a similar picture:
manufacturing-dependent counties were
generally more affected by national reces-
sions than the average for all counties. In
the most recent recession, the unemploy-
ment rate in nonmetro manufacturing-
dependent counties rose 6.2 percentage
points from the second quarter of 2007
through the third quarter of 2009 to 11.6
percent. Unemployment in nonmetro
counties as awhole increased 5.0 percent-
age points to 10.0 percent.

Employment declines began in manu-
facturing counties earlier than in other
nonmetro areas in the last two recessions.
Nonmetro manufacturing county employ-
ment declined over 3.7 percent between
the first quarter of 2000 and the third
quarter of 2003 (interrupted by a slight
upturn during 2002).

Employment declines in the most
recent recession began in early 2007 for
nonmetro manufacturing-dependent

counties while in most other nonmetro

counties the declines did not occur until
2008. Nonmetro manufacturing-depen-
dent county employment also began falling
two quarters earlier than the official start of
both the 1981-82 and 1990-91 recessions.

Nonmetro Counties Not
Dependent on Manufacturing
Lost Less Employment

Service-dependent counties lost
nearly 4 percent of their employment be-
tween the second quarter 02008 and the
third quarter of 2009. Persistent poverty
counties lost more than 4 percent between
late 2006 and late 2009. Employment
losses were slightly smaller in retirement-
destination counties, and smaller still in
government-dependent, mining-depen-
dent, and farming-dependent counties.
Counties in most of these categories also
suffered smaller percentage employment
losses (or in some cases, none at all) in
most past recessions.

Mining counties, however, experi-
enced higher job losses than the nonmetro
average in the 1991 recession. Similarly,

from the fourth quarter of 1981 to the sec-
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ond quarter of 1983, mining counties saw a
9-percentloss in employment, the steepest
drop experienced over the last 30 years by
any county type. Even in the nonrecession
years of 1984-86, mining-dependent coun-
ties dropped more than 12 percent.

Recovery Is Expected To Be Slow

Nonmetro manufacturing counties
have generally been harder hit by recent
recessions than other nonmetro coun-
ties. Nonetheless, they do not appear to be
disproportionately affected by persistent
recessionary conditions. In the past four
completed recessions, employment in
nonmetro manufacturing counties began
to recover in the same quarter as employ-
ment in all nonmetro counties. This pat-
tern suggests that when the recession ends
innonmetro America, some employment
recovery will be seen in the manufactur-
ing counties as well, although the higher
proportion of these jobs in nonmetro areas

will slow their recovery. YY

This article is drawn from...

Rural America at a Glance, 2009
Edition, by Lorin Kusmin (coord.),
EIB-59, USDA, Economic Research
Service, September 2009, available
at: www.ers.usda/gov/publications/

eib59/

ERS Briefing Room on Rural Labor
and Education, available at: www.ers.

usda.gov/briefing/laborandeducation/

You may also be interestedin...

ERS Briefing Room on Measuring
Rurality, available at: www.ers.usda.
gov/briefing/rurality/
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