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Area development legislation has been considered in each session of the 

United States Congress since 1955.. Both parties have introduced such legis-

lation. Disagreement within Congress, and between Congress and the Executive 

with respect to the nature and acuteness of the area development problem; the 

possibilities of alternative program proposals; and the appropriate role of the 

Federal Government jn area development has prevented either the passage of the 

legislation by Congress or its acceptance by the Executive. 

n. is more apparent today: however, than at any time during the last decade 

that in an increasing number of labor market areas unemployment and underemploy-

ment responds sluggishly, or not at all, to the generalized monetary and fiscal 

policies utilized to regulate fluctuations in the general level of employment 

(Table 1)., There is every indication that increasing awareness of the area di!Jr. 

ension of the structural unemplo;y-ment problem combined with strong support from 

the Executive will result in the Douglas Area Development Bill becoming law with-

in the next.few days. 

The Area Development Bill, as amended, provides for the establishment of 

an Area Development Administration within the Department of Commerce •. Redevel­

~*' The paper is"based on research conducted under Purdue Agricultural Ex­
periment Station Project 964. 

*'*' The author is indebted to Stefan H •. Robock and John M. Peterson for the 
use of materials compiled by them and to L. To Wallace and G. E •. Schuh for help.. 
ful comments and criticism on an earlier draft of this paper•. 
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Table 1. Major Labor Market Areas Classified as Having a Substantial Labor· Sur-. 
plus During Periods of High Employment arid Unemployment,, 1951-61 •. 

Period 

1951 (Jan-April) 

1952 {Oct-Nov) 

1953 (May and June) 

1954 (May and June) · 

1955 (Nov•Pec~ 
1956 (Jan•Feb 

{Nov-Dec · 
1957 (Jan-Feb) · 

1958 (May-Aug) 

1959 (Nov-Dec) 

1960 (July..;;Aug) 

1961 (Jan-Feb) 

Low 
Unemployment 

11 

15 

32 

42 

High 
Unemployment 

19 

53 

90 

101 

SOurcei Tabulated from U ~ s. Bureau of Employment Security,, Area Labor Market. 
Trends,, Bimonthly. 

' 
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opment areas will be defined to include both urban areas of sull»stantial. and per­

sistent unemployment and rural areas characterized by substantial and persistent 

unemployment or .underempl:oyment.li. 

The Douglas Bill provides authority for the Administrator (l) to make loans 

to finance the purchase of industrial sites and the construction or modernization 

of plants; (2) to make loans and grants for improvement of public facilities; 

(3) for technical assistance in local development planning; (4) for urban plan­

ning and renewal assistance; and (5) for expansion of vocational training and 

retraining including the payment of subsistence grants to trainees.ll 

In this paper I identify the magnitude of the unemployment and underemploy­

ment problem in the areas which meet the definitions employed in the Area Devel­

opment Bill and point to some considerations that will influence the impact which 

the programs developed under the Bill can have on the redevelopment areas. 
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The Redevelopment Areas 

The redevelopment areas presumably will include most of the areas currently 

designated as areas of chronic labor surplus by the Department of Laborl! and as 

generalized low income rural development areas by the Department of Agriculture.l!/ 

The Chronic Labor Su£_plus Areas 

In September 1960~ just prior to the current recession, 42 major and ll6 

smaller labor market areas were classified by the Bureau of Employment Security 

as having 11 substantial labor surpluses 11 0 - that is, 6 percent or more of the 

local labor force unemployede 

Twenty-two of the 42 major labor surplus areas and 74 of the 116 smaller 

areas were classified as areas of "substantial and persistent" unemployment on 

the basis of criteria similar to that employed in the Douglas Bill. Of the 22 

major metropolitan labor markets currently classified as· chronically depressed,· 

16 have been in this category since they were initially classified as having a 

substantial labor surplus during 1951-53,, Another 6 were initially classified 

as having substantial labor surplus during 1954-51. Whether a group of 10 ad..;; 

ditional areas that were first classified as having.substantial labor.surplus 

in the 1957-58 recession and still have failed to recover!i/ plus several other 

areas first classified as depressed areas during the current recession!J/ will 

remain in this category will not become clear until after employment levels have 

again recoveredo 

By September 1960, 11 major labor market areas previously classified as chron""' 

ically depressed had experienced sufficient growth in employment to have the chron-

ic designation removed - 5 from the group that were initially classified as hav- ···· 

ing 11 substantial and persistent labor surpluses11 in 1951-53 and 6 from the group 

that were first placed in this classification in 1954-57 e Again it will be neces- ·· 
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sary to wait until the end of the current recession to see if these areas con-

tinue to remain off the chronic list, or whether other areas recently classified 

as chronic, emerge from that category. 

A comparable analysis has not been completed for the smaller labor market 

areas. It is noted, however, that of the 74 smaller labor market areas classi-

fied as having "substantial and persistentn unemployment in September 1960, 64 

were experiencing 11substantial unemployment" in June 1955, a period of relatively 

low unemployment. '11 

The chronic labor surplus areas tend to be concentrated geographically. In 

Sep~ember 1960, 82 of the 96 major and smaller labor surplus areas were located 

in three regions: (1) the Northeast contained a total of 39 chronic labor sur-

plus areas, 16 in Pennsylvania alone; (2) The Upper South, including North Ala­

bama, accounted for 28, 12 in West Virginia alone; and (3) Illinois, Indiana and 

Michigan accounted for a total of 15 areas. 

For a substantial number of these communities the condition of chronic de-

pression appears to be based on one or a combination of the following four ele-

ments: shifts in the regional distribution of industrial location, international 

competition, shifts in demand, and technological change.!V' Shifts in the regional 

distribution of the textile industry has been of continuing importance in the 

Northeast. After World War II the woolen and worsted industry and the full-f'ash-

ioned and seamless hosiery industry followed the cotton textile industry to the 

Southeast. More recently many of the new textile areas in the Upper South have 

experienced unemployment resulting from competition by textiles imported from the 

Far Easts In two of the hardest hit areas, Pennsylvania and West Virginia, tech-

nological changes in transportation, some of which were reflected in declining 

demand for coal and others in shifts in demands for transportation equipment were 

of major importanceo 



I 

I 

I 
6 

Major Llbor Markets of Chronic Labor Surplus. 
I 

Ttble 2., 

~ I 

'· I 

rvu1jor Labor Markets 
No. of Bimonthly Periods Reported as "Substantial Surplus" 

1951 1952 1953 1954 1955 1956 1957 1958 1959 196o£i 
I ~·~~-~~~~-.:...~~~~~~~~~~~~~~~~~~~~~~~~~~~~---

gro~- Group Ia Cl10-yr.) 
T~.·rre Haute, Ind 0 ·1 3 
Lawrence, Masso 3 
Lowell, Masso · 3 
Altoona, Pao I 3 
Scranton, Pao 3 
WUkes-Barre, Pa. I 3 
Providence,, Roio I 3 
Fa,11 River, Mass. I 1 
Atlantic City, N.J 0 1 
N~w Bedford, Mass. I 

U-!1ica-Rome, N ~ Yo I 

D~rham, No Co I 

Mi\,yaguez, Po Ro . 
Ponce, p oRo I 

Sa·_·n Juan, p oR. I 

J9hnstown, Pa 0 

I 

Chronic Group Ib 
Duluth, Minne 
Charleston, H.Va. 
Hlmtington, W .Vao 
Erie, Pao 
Evansville, Indo 
D~troit, Mich 0 

(7-yr.) 
I 

I 

I 

I 

~vered Group IIJ 
Asheville, NoCo I 

Reading, Pa. I 

Winston-Salem, N .c. 
Tp.coma_, TtJasho I 

A+buquerque, N.M. 

(10-yr a) 
2 

' •\' 

Recovered Group IIb (7-yr) 
Muskegon, Micho 
South Bend, Ind. 
Kpoxville, Tenno 
Flint, Mich. 
K~nosha, Wis. 
Grand Rapids, Mich 

~' 

§:/. Through August 1960. 

6 
6 
6 
6 
6 
6 
6 
3b 
6 
3b 
3b 
4 
4 
4 
4 

6 
2b 
4 
3 

6 
6 
6 
6 
6 
6 
6 
3b 
6 
3b 
2b 
6 
6 
6 
6 
4 

6 

6 
6 
2 

6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 

5 
5 
5 
4 
2 

6 
4b 
6 
6 
6 

6 
5 
4 

6 
6 
6 
6 
6 
6 
6 
5 
6 
6 
5 
5 
6 
6 
6 
6 

6 
6 
4 
6 
2 

6 
4 
2 
6 
3 

l 
6 
5 

6 
6 
6 
6 
6 
6 
6 
4 
4 
4 
2 
2 
6 
6 
6 
6 

6 
6 
4 
3 
6 
4 

5 

2 

3 
4 
4 
3 
4 

6 
6 
6 
6 
6 
6 
6 
6 
4 
4 
3 
3 
6 
6 
6 
6 

6 
5 
3 
3 
3 
5 

5 
l 

6 

5 
3 
6 
5 

6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 

6 
6 
6 
6 
6 
6 

6 
5 

4 

6 
6 
6 
5 
4 
6 

6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 

6 
6 
6 
6 
6 
6 

4 
2 

3 

4 
2 
3 
6 

3 

4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 

4 
4 
4 
4 
4 
4 

b/ Allocation of number between two years uncertain. 
- Source: Data provided by J. M. Peterson, Associate Director, Industrial Research 

Center, University of Arkansas. Compiled from u. s. Bureau of Employment 
Security, Area Labor Market Trends • 

. ;.;. 
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During the period between the 1958 and 1960-61 recessions, the "chronic" 

labor surplus areas typically accounted for about 5 percent~of the Nation's non-

agricultural labor force and 15 percent of the nation's total unemployment. The 

unemployment rate was somewhat more than double the national average - just under 

11 percent as compared to about 6 percent. If a 4 percent unemployment rate is 

regarded as normal then the total number of chronically unemployed workers in the 

areas where the labor surplus has been "substantial and persistent" is,, on the 

Basis of Employment Security Data, approximately 315,000 (total unemployment 

490,000 less 11normal11 unemployment of 175,000). 

It should be emphasized, however, that use of the Employment Security Data 

results in an extremely conservative estimate of the number of workers who are 

unemployed due to chronic depression in the labor market areas in which they re-

side.. The Bureau of Employment Security• s reporting and classification program 

consistently covers only the 150 "major" labor market areas which have a central 

city with a 1950 population of at least 50,000. "Smaller areas 11 with a labor 

force of 15,000 or more are reported only when they are officially classified by 

the Bureau as areas of 11substantial labor surplus". The Federal labor market 

classification program, therefort:i, does not currently provide regular coverage 

for all areas or for all workers. Only non-agricultural wage and salary employ-

ment is surveyed and the areas covered by the national reports account for less 

than 70 percent of the Nation's non-agricultural employment. Even in the areas 

that are included it seems likely that the extent of unemployment is underesti-

mated. This is particularly true in the chronically depressed areas where long 

unemployment results in the elimination of substantial numbers of workers from 

the labor force estimates. 

It seems quite reasonable, therefore, to assume that the number of non-agri~ 

cultural workers who are unemployed due to the chronic nature of unemployment in 
i 



8 

the labor markets in which they reside is at least 500,000 rather than the 315,000 

estimate derived directly from Employment Security data. This figure could be 

expanded to well over 1,0001000 if labor force participation rates in the chronic 

labor surplus areas were to rise to levels currently achieved elsewhere in the 

nation.,V 
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. The Rural Development Ar.eas 

A large number of rural areas as well as urban labor market areas are char-

acterized by the problem of persistent labor surplus. The magnitude of this 

surplus is typically not measured in terms of unemployment but rather by under-

employment - that is in terms of employment at levels of productivity or income 

below the levels that comparable workers are receiving elsewhere in the economy. 

Although the precise extent of the underemployment problem in rural areas is hard 

to identify some of the dimensions of the problem can be captured by available 

data. 

It is clear, for example, that agricultural underemployment in its area dim-

emsion, in contrast to its personal dimension, is concentrated heavily in the 

South and in certain peripheral areas such as southern Ohio, Indiana, Illinois 

and I\/fissouri}Q/ In these areas, designated by the Secretary of Agriculture as 

generalized low income rural development areas, non-farm employment has not ex-

panded at a sufficiently rapid rate to absorb the new entrants to the labor force 

resulting from population growth plus the workers released from productive em-

ployment in agriculture by a rapidly expanding agricultural technology. Although 

migration out of the region has been rapid, it has been impeded by institutional 

barriers at both the local level and in urban labor market areas.111 As a re-

sult the generalized low income areas are characterized by a high level of under-

employment in agriculture and by high levels of both unemployment and underemploy-

ment in the small towns and cities of the region., 

One indication of this concentration is that in 1959 the South accounted for 

522 thousand or 54 percent of the nation's 966 thousand full time commercial farms 

with sales of less than $5,000 (Table 3) 0 In spite of the fact that farms with 

sales of under $5:1000 declined from 1.1 million to 522 thousand in the South be-

tween 1954 and 1959 more than 5'(/o percent of all southern farms had sales of less 
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Table 1.9. Regional Distribution of High and Low Prodi,,lction Commercial Farms, 
1954 and 1959. 

1;91 Number of high 

United States·- 1954 
1959 

North - 1954 
1959 

South - 1954 
1959 

West - 1954 
1959 

All 
Commercial 

Farms 

High Production 
commercial farms 
(Sales from 
$10,000 or over) 

and low production commercial farms in 
(000 1 s of farms) (500's of farms) 

3,328 583 
2,514 794 

1,628 357 
1,273 478 

1,405 123 
911 197 

294 103 
228 118 

Low Production com­
mercial farms (Sales 
of less than ~~5,000 

each region. 
(000 1 s of farms) 

2,038 
966 

804 
388 

1,109 
522 

125 
56 

1.92 High and Low production commercial 
(percent) 

farms as a percentage 
(percent) 

of the regional total. 
(percent) 

United States - 1954 
1959 

North - 1954 
1959 

South - 1954 
1959 

West - 1954 
1959 

100.0 
100.0 

100.0 
100.0 

100.0 
100.0 

100.0 
100.0 

1.93 High and low production commercial 
United States total. 

(percent) 

United States - 1954 100 .• 0 
1959 100.0 

North - 1954 48.9 
· 1959 50.6 

South - 1954 42.2 
1959 36.2 

West - 1954 8.8 
1959 9.1 

(Footnotes continued on next page) 

17.5 61.2 
31.6 38.4 

21.9 49.4 
37.5 30.5 

8.8 78.9 
21.6 57.3 

35.0 42.5 
51.8 24.6 

farms in each region as a percentage of the 

(percent) (percent) 

100.0 lOQ,40 
100.0 100.0 

61.2 39.4 
60.2 40.2 

21.1 54.4 
24.8 54.0 

17.7 6 .. 1 
14 .• 9 5 .• 8 
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Footnotes to 'Table 1. 9 .. 

Source: .1954 ~ u •. ,s. Bureau of the Census, u. S. Censu~ of Agriculture 1954,:Nol. III, 
Special Reports, Part 9, Farmers and 'Farm Production in the United States, 
Chapter VIII, Part time Farming, USGPO, Washington,1956, p. 11, (Tables 
5 and 6). 

1959 - Us s .. Bureau of the Census, 1959 Census of Agriculture .... Pvelim.irtary 
Series AC59-l 

(a) Summary for Forty-eight States, January 1961 
(b) Summary for 21 Northern States, January 1961 
(c) Summary for 16 Southern States, Februacy 1961 
(d) Swnmary for 11 Western States, February 196J. 
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than $5,000 in 19590 

Another indication of the continued concentration of underemployment in 

southern agriculture is available from the regional median income estimates .• 

Calculations based on data presented by JohnsonW indicate that farm and 

non-farm family purchasing power and labor incomes are roughly equivalent when 

farm family median incomes are slightly less than seventy percent of non-farm 

family median incomes, On this basis the 11real 11 median incomes of fann and non-. 

farm families are roughly equivalent in the Northeast and the West, and differ 

by a relatively narrow margin in the North Central Region (Tables 4 and 5). 

In the South, however~ the median 11real 11 incomes of both white and noJi-.white 

farm families are almost one-third lower than realized by comparable non•f arm 

families. The median income levels of non-white families are roughly half as 

high as the median income levels of white families in both rural and urban 

areas indicating that underemployment among colored workers is not a phenomenon 

that is confined to rural areaso 

It se2ms clear that in the rural development areas there are at least 

500,000 farm workers engaged in low productivity agricultural employmeI)l.t,not 

because they are personally incapable of higher productivity employment, but 

because they are located in areas where local non-farm employment is either con­

tracting or expanding slowlyc These workers could be released from their pre-.· 

sent agricultural employment with essentially no impact on farm output. 
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Table4. Median Money Incomes of Farm and Nonfarm Families by Region and Color, 1958. 

Urban 
United States 

Total 5,,469 
White 5,679 
Non•white 3,392 

Northeast 5,595 
North Central 5,555 
South 

Total 4,679 
White 5,192 
Non-white 2,569 

West 5,970 

Median incomes 
Rural Rural 

nonf arm farm 

5,048 2,747 
5,211 3,025 
2,361 1,123 
5,704 3,848 
5,034 3,305 

4,424 2,055 
4,777 2,411 
2,068 1,,089 
5,342 4,130 

Rural farm income 
as a percent of 

Rural 
Urban nonf arm 
income 

50 
53 
33 
69 
60 

44 
46 
42 
69 

income 

54 
58 
48 
67 
62 

46 
51 
53 
77 

Source: U ~ S, Bureau of the Census, current Population Reports, Series P-60 d 

Consumer Incomes, No. 33, Washington, Janu ry 18, 1960. 

-------------------------------------------
Table 5 •. Median Money Income of Rural Farm Families and Proportion with Incomes 

Under $2,500, by Regions: 1958 and 1953. 

Region 

United States 
Northeast 
North Central 
South 
West 

Median Income 
1958 1953 

$2,747 
3,848 
3,305 
2,055 
4,130 

$2,131 
3,253 
2,886 
1,299 

11 

Percent with incomes 
under $2,,500 

1958 1953 

45.8 
29 .6 
36.4. 
59 .s 
24.5 

56.5 
36.o 
44.6 
72.6 
11 

1/ Percent and median not shown where there were fewer than 100 sample cases 
reporting on income. 

Note on reliability of the data: These figures are estimates derived from sample 
surveys and, therefore, are subject to sampling variability. In addition, as 
in all field surveys of income, the figures are subject to errors of response 
and nonreporting. 

',' ; .. 

Source: u. s. Department of Commerce, Bureau of the Census, unpublished tabulations. 
Data for 1953 and 1958 derived from the consumer income supplements to the 
April 1954 and March 1959 Current Population Surveys. 
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Summar;v 

The magnitude of the problem facing the administrator of the Area Develop­

ment Program can perhaps best be summarized in terms of the number of people in­

volved. There are 500,000 to l,000,000 unemployed workers in 22 major and 74 

smaller chronic labor surplus areas plus 500,000 or more underemployed farm-workers 

in the generalized low income rural development counties whose unemployment or 

underemployment is due primarily to the lag in the local growth in demand for 

labor rather than to frictional or cyclical unemployment or to personal inade­

quacies. Furthermore, local employment opportunities for these workers respond 

weakly, if at all, to the generalized monetary and fiscal policies utilized to 

regulate fluctuations in the general level of employment. 
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Considerations Affecting the Impact of Area Development Activities 

Regardless of the combinc.tion of programs or activities and the relative 

weights given to each activity there are a nwnber of considerations which will 

bear heavily on the success or failure of the Area Development Program. Among 

these considerations are: the growth of the national economy; the balance of 

forces leading to industrial centralization or decentralization; and the relc;i.tion­

ship between local urban industrial development and underemployment in rural 

areas. The relationship between industrial employment and tertiary employment 

rnight also be added to this list but will not be discussed in this paper. 

The Growth of the National Economz 

Rapid and continuous growth of the National Economy is a prerequisite for 

a program which hopes to achieve any substantial success in reducing the nwnber 

of labor markets classified as 11chronically depressed 11 or on the number of coun­

ties which meet the 11 generalized low 1income 11 criteria. This is true whether the 

ultimate solution to the depressed area problem is found in local employment 

growth or in migration to other areas. 

If local employment growth is looked upon as a major hope for the redevelop­

ment areas this hope must clearly be based on rapid expansion in employment at 

the national level. The areas which have emerged from the depressed area clas­

sification during the last decade have typically· achieved this distinction du~ 

ing periods of rising economic activity. The areas that have entered the "chron;;.. 

ically depressed" classification since 1951-5.3 were typically first classified · 

as areas of substantial labor surplus during a downswing in the employment cycle 

(Tables 1 and 2). 

It is equally important for the national economy to ma:fat.ain a high level 

of growth if migration is looked upon as an essential element in the solution 
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to the depressed area problem. This is demonstrated by the relationship between 

migration from agriculture and fluctuations in non-farm employment. During periods 

of high level economic activity annual net migration from farms has typically been 

above five percent of farm population at the beginning of the year. During each 

recession since dorld War II net migration has fallen to below three percent of 

the farm population at the beginning of the year.1J./ 

The net effect of the last three recessions has probably held migration from 

farms le5 to 2.0 million below the level that W1Duld otherwise have occurred, and 

it has undoubtedly limited inter-area labor market mobility in the non-farm sec­

tor sufficiently to force some areas into the 11 chronically depressed" category 

and to prevent a number of other areas from emerging from the "chronically de--

pressed 11 area category. 

The Prospects for Industrial Decentralization 

A second factor that will have to enter the considerations of an Administra­

tor attempting to arrive at the appropriate combination of activities designed 

to speed local employment expansion and encourage migration from depressed areas 

will be the general tendencies toward industrial centralization and decentraliza­

tion in the national economy. This question is particularly pertinent to the 

solution of problems faced by the smaller depressed labor market areas and those 

on the periphery of the nation's major industrial belts. 

In reviewing the history of the past several decades it seems apparent that 

there is no strong tendency for the dispersion of industrial employment to the 

less industrialized regions of the nation (Table 7). Only the Pacific and West 

South Central Regions ha.ve significantly increased their share of total industrial 

employment during the past decade. 

It seems equally apparent that the dispersion of industrial employment that 

has occured ir. :i.'ecent years has not been accompanied by an increase in the pro• 



Table 2.1 Total Manufacturing Employment of the United States, ~istributed by Geographic Region:. 1899-1954. 

Total u. s. 
manufacturing Manufacturing employment of geographic regions 2 as percent of U. s. total 
employment Ji New Middle East No. West No. ·· South :ci:astS,; · ·1:1est So-• 

Year . (millions) . England Atlantic Central Central Atlantic Central· Central · , Mountain . Pacific 

1899 4.9 17.6 34.1 23.,2 5.8 9.5 3.7 2.4 1.0 

1939 9.5 n.s 28.9 28 • .3 5.2 11.6 4.3 3.5 0.9 

1947 14.J 10,3 27.6 30.2. 5.5 10.7 4.4 3.9 1.0 
... 

1950 14.5 9.8 Z1 .o 29•9 5.6 11.1 4.4 4.1 1.1 
195i 15.3 9.6 26.5 29.9 5.8 10.9 4.4 4.2 1.1 
1952 15.7 9.4 26.5 29~4 6.0 11.b. 4.4 4.2 l~l 

1953 . 16~7 9 .. 4 26.2 30,.0 5.8 10.7 4.4 4.3 l~l 

1954 15.7 9.1 26.3 28~5 6.o 11.1 4.6 4.6 1.2 
1955 16.3 8.9 25.6 29.0 5.8 11.3 4.7 4.6 1~3 

1956 16.7 8.9 25-.8 28.4 5.8 11.3 4.7 4.7 1.3 
1957 16.6 8.7 25.7 28.2 6.o . 11.3 4.6 4.7 1.3 
1958 15.5 8.8 2.4.5 26 .• 4 6.1 11 .. 9 5.0 5.0 1.5 

y _Includes emflloyment, 'both.production workers. and nonproJuction personnel, at operating.manufacturing 
plants only; e;x:cludes employees of manufacturing firms :i.t separately reported central admi,nistrative· 

_ offices, sales offices, auxiliary units, and other non-manufacturing activities •. 

2.'7 

5.5 

6.4 

7.0 
7~7 
890 
8;;1 
8.6 
8~9 

-
9.1 
9.5 
9.9 

Source: Murrary D. lJessel,1 "Long Term Regional Trends in Manufacturing Growth: 1899-1955 11 , U. s .• Department 
of Commerce., Office of Area Development, Area Trend Series No. 2; 1ashington, Febru~ry 1958, p. 8. and 
preliminary tabulations provided by the office of .\rea Development,. · . 
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portion of total manufacturing employment located outside of the standard metro­

politan areas. For the United States as a whole, the percentage of manufactur-

ing employment located outside of the standard metropolitan counties declined from 

2S percent in 1947 to 26 percent in 1958 (Table 8). There were, however, differ~ 

ences in the tendencies toward industrial dispersion and concentration among the 

several regions. In the East South Central region between 1947 and 1954 the per­

centage of total manufacturing employment located outside of the standard metropoli­

tan areas increased both 1947-54 and 1954-58. In the East North Central region the 

percentage increased between 1947-54 but declined in 1954-58. For the entire period 

1947 to 1958, however, the percentage of tot~,1 regional manufacturing employment 

in the standard metropolitan areas remained unchanged or increased in every region 

except the East South Central region. The importance of small town and rural indus­

trial employment in the Southeast can be traced to the heavy concentration of lum­

ber and textiles in the regions economy. With a relatively high percentage of to­

tal national employment in these two industries already located in the South it seems 

likely that a location pattern favoring the standard metropolitan areas can be ex­

pected to emerge in the East South Central region in the future. 

One is forced to conclude therefore, that to the extent that industrial de­

centralization is occurring in the American economy, it is a very special kind of 

decentralization. By and large, it does not represent a shift away from the major 

industrial centers. Rather it represents a lag in the rate of growth of the major 

industrial centers in the Northeast and East North Central regions relative to the 

growth of major industrial centers in the less industrialized regions of the Nation.Jdr/ 

One should recognize, of course, that the data presented in Table 8 reflects, 

to some extent, both the relatively high levels of unemployment in 1954 and 1958 

and a relatively heavy concentration of labor surplus areas in the Northeast and 

the East North Central regions in both years.. Regardless, of how one discounts. 

for these two effe'::.ts, however,. it seems clear, that an Area Development program 
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Table 2.2 The Location of Manufacturing Employmen~ the United States and ;:)elected Sub-Reg:ions, 1947, 1954 and 1958. 

Non-metrop- Area 
Large 2 Total olitah areas Total 

NUnii -·' Pifr- Nurri.-. ·Per- Num- Per- N~ Per-·· 
ber cent ber cent - ber cent ber cent ber cent 

United States 
1947 8,305 58 1,952 13 io,257 72 4,027 . '2P 14,284 lOO 
1954 81 902 ;7; . 2,468 15 11,371 73 4,259 27 15)630 100 
1958 9)114: 56 2,720 ·; 17 11,834 74 4,,190 2.6 16,025 100 

Change 
47-54 597 44 516 38 1 113 8.3 231 17 1,345 100 ' . 54...;58 211 53 251 63 462 117 - 68 -17 394 100 
47~58 809 46 767 44. 1,576 91 163 .9 1,740 100 

Northeast }z/ 
. ·1947 4,172 73 313 5 4,485 79 1,206 21 5,692 100 
1954 4,299 73 493 8 4,793 82 1,035 18 5~829 100 
1958 4,461 76 447 8 4,.909 84) ·'959 16 5,869 100 

Change 
47-54 127 92 180 132 307 225. - 171 -125 136 - 100 
5~58 162 404 - 46 -ll5' 116 289 - 76 -1891 40 100 
47-58 289 .163 134 -76 424 239 - 247 -140 176 lQO 

·East. North Central 
1947 2,875 66 455 11 3,331 77 992 23 4,322 l.00 
1954 2,917 65 476 11 3,394 76 1>065 24 4,459 100 
1958 

Change 
2~7:7.6 65· 509 12 3,.285 77 970 ·. 23 4,255 100 

47.;;.54 41 30 21 16 62 46 74 
Z.i 

. 137 100 
54~58 - 140 6ei 32 -16 108 53 - 95 .,.. 204 100 
47--58 99 14$· 53 -80 45 -68 -· 21.: 32 67 100 

West North Central 
1947 362 .46 189 ~ 551 70 23~ 30 786 100 
1954 408 43 259 obs 71 2'71 29 939 100 
1958 425 44 25.l 26 677 70 286 30 . 963 100 

Change 
100 47~?4 46 30 70 46· 116' 76 36 24 152 

54~58 16 68 - 7 "".'.31 9 38 15 62 24 100 
47-58 62 35 626, 35 125 71· 51 29 177 100 

.f~·. 
.-.-· ... ., .,.,, 

. Table .. -c.ont:Uiued·:;0n ~:ne~ .. .p9-g~ •-, . . . . ·.·.·-· .''< ..... • -· .•• 

'-'-' 
I-' 



Metro olitan are~s 1 Non-metrop;. . Area 
Large 2 Medium 3 Total olitan areas Total 

Num- Per- Num- Per- N~ Per-·· Num- Per- Num.- Per-
ber cent ber cent ber cent~. ber cent ber cent 

South Atlantic 
1947 49 3 405 33 ·454 37 789 63 1,242 100 
1954 78 5 463 32 541;. 38 890 62 1,432 100 
1958 83 5 550 35 634. 4l 919 59 1,554 ·100 

Change 
47-54 29 15 57 30 87 46 102 54 189 100 
54-58 5 4 87 72 92 76 29 24 121 100 
47-58 31.¥ ll 144 47 179 58 131 42 3ll 100 

East South Central 
1947 119 i8 ·193 31 313 49 322 51 635 100 
1954 128 17 204 29 332 47 381 53 714 100 

. 1958 142 JH3 214 27 357 46 426 54 783 100 
Change 

47-54 '8 11 10 13 19 25 59 75 79 100 
54 .... 58 14 21 9 14 24 35 44 i5 68 100 
47 .... 5s 23 15 20 14 43· 30 104 70 148 100 

West South Central 
1947 i03 18 211 39 316 58 233 43 550 100 
1954 1.31 18 303 4.3 434 61 Z78 39 713 100 
1958 138 17 364 46 503 63 295 37 798 100 

Change 
47-54 27 16 90 55 117 72 45 2S 162 100 
54-58 7 9 61 72 68 81 16 19 85 100 
47-58 35 14 151 61 186 75 61 25 247 100 

Mountain.States 
1947 67 48 67 .48 73 52 140 100 
1954 97 52 97 52 90 48 187 100 
1958 135 57 135 57 lCO 43 235 100 

Change 
47-54 29 63 29 63 17 37 47 L)O 

54-58 38 79 38 79 9 21 48 100 
47.;;.58 67 72 67 72' 27 29 95 100 

Pacific States 
1947 622 68 114 l} 737 81 176 19 ,913 100 
1954 '939 69 170 lJ. 1;110 82 244 .18 1;354 100 
1958 1,.085 69 247 16 1,332 85 233 15 1,565 ' 100 

Change 
'47~51+ .. ' '' ... , .... ,~.,~t~· ... 7,2 55 13 373 85 67 ·15 440·. 100 
54.-58 69 76 ' 36 2'..?T 105. .;;;:.. · 11 ., . ..;;.;'5 .. · · 210 100 >(;), 

1\) 

47-58 463 71. 132. ---~~----59 5 ----~1: ... --·-~·····-·· . 7•··-2-.... , ____ ,, __ 6.5l 100 



Footnotes to Table 2.2 

§) Employment in 000 1 s of workers. 
y A standard metropolitan area is a county or a group of contiguous counties vvhich contains at least one 

central city of 50,000 inhabitants or more. Contiguous counties are included in a standard metropolitan 
area if they are essentially metropolitan in character and are sufi'iciantly integrated with the central 
city. All data in this tei.ble are based on 1947 area definitions. 

2) Metropolitan areas with over 40,000 industrial employees. These include metropolitan areas roughly 
equivalent to Peoria, Illinois, Columbus, Ohio and Flint, lVIichiga.n alid larger. 

'jj Metropolitan areas with less than 40,000 industrial employees. . 
T±J Defined to include Maryland and Delaware • 
.'.:lource: 1948 and 1954 - U. s. Bureau of the Census, United States Centus of Manufactures:.1951+,Volume 

III, Area Statistics, USGPO, Washington, D. c., 1957. 
1958 - U. s. Bureau of the Census, United States Census 9f Manufactures: 1958, Preliminary 
State Heports, Series MC(P), Sl-S51, i!Jashington, 1960. 
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will not be able to depend on a strong autonomous movement toward industrial 

decentralization to bolster its chances of success. Success will be achieved 

only if the program is able to modify the current industrial location tenden-

cies.· 

The Impactof Local Non-FarmEmplo:vment Growth 

A third factor involved in designing an appropriate mix of local industri-

alization and migration is of particular importance to the solution of the prob-

lems of rural underemployment. This is whether income and productivity levels 

in rural areas and the smaller labor market areas can be brought in line with 

the income of comparable workers in other parts of the economy in the absence 

of local industrial-urban development. 

The record of the past several decades would seem to indicate that growth 

of local non-farm employment opportunities is an essential complement to migra­

tion in the reduction of rural underemployment to reasonably low levels~Jj/ When 

the median incomes of rural farm families are plotted on one axis and the pro-

portion of the population that is non~farm on the other axis of a chart, the 

result for most areas is a clear positive relationship •. On a national basis 

only the West, where much of economic activity is still strongly resource based,, 

stands clearly outside of this relationship. Within the South most of counties 

which have achieved levels of farm family income comparable to the levels achieved 

elsewhere in American agriculture are located in close proximity to developing 

urban labor markets. By and large inter-area migration does not seem to occur 

at a sufficiently rapid rate to produce income convergence between the areas 

loosing and gaining population through migration.12/ 



Swmna.ry 

The design of an effective area development program must then, take into 

account the constraints laid down by the growth of the national econonw, the 

tendencies for centralization and decentralization of industrial activity, and 

the relationships between local urban industrial development and underemploy-

ment in rural areas. 

Of particular relevance is the fa.ct that the last two constraints are 

in at least partial conflict with each other.111 On the one hand the program 

risks the danger of failure if it ignores the tendency for greater centraliza­

tion of industrial activity within standard metropolitan areas in most regions. 

On the other hand failure to achieve a substantial industrial dispersion seems 

likely to l~ave residuals of unemployed or under-unemployed workers 

in the smaller labor market areas and in the rural development counties. The 

seriousness of this conflict is one of the first issues that must be faced by 

any administration appointed to carry out the Area Development Program. 



Footnotes 

1/ More precisely the redevelopment areas will include "any area -

(1) where the rate of unemployment; excluding employment due primarily 

to temporary or seasonal factors, is currently 6 per centum or more 

and has averaged at least 6 per centum for the qualifying time periods 

specified in sub-paragraph (2) below; and 

(2) where the annual average rate of unemployment has been at least -

(A) 50 per centum above the national average for three of the 

preceding four calendar years, or 

(B) 75 per centum above the national average for two of the pre­

ceding three calendar years, or 

(C) 100 per centum above the national average for one of the pre­

ceding two years. " 

Areas will also be designated as redevelopment areas which - - - - - -

are among the highest in numbers and percentages of low-income families and 

in which there exists a condition of substantial and persistent unemployment 

or underemployment. In making the designations the Administrator shall con- · 

sider - - - the number of low-income farm families in the various rural areas 

of the United states, the proportion that such areas, the relationship of the 

income levels of the families in each such area to the general levels of in­

come in the United States, the current prospective employment opportunities 

in each such area, the availability of manpower in each such area for sup­

plemental employment, the extent of migration out of the area, and th pro­

portion of the population of each such area which has been receiving public 

assistance. 11Paul H. Douglas, "The Area Redevelopment Bill11 , Congressional 

Record, January 5, 1961. 
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J/ U. S • Department of Labor, Chronic Labor Surplus Areas: Experience aml Out­

~' Bureau of Employment Security, Washington, July 1959 and current issues 

of Area.Labor Market Trends. 

W U. s. Department of Agriculture, Development of Agriculture• s Hwnan Resources,, . 

USGPO, ~vashington, April 1955 o 

j/ These include New Britain, Connecticut; Brockton, Massachusetts; Springfield, 

Massachusetts; Albany, New York; Buffalo, New York; Pittsburgh, Pennsylvania; 

Chattanooga, Tennessee; Beaumont, Texas; Roanoke, Virginia; and Wheeling, 

West Virginiao 

2/ These include Baton Rouge, Louisiana; Battle Creek, Michigan; Patterson, New 

Jersey; Lorain-Elyria, Ohio; and Youngstown-Warren, Ohio. 

'1/ In June 1955 the labor market classification scheme was shifted from a 4 to 

a 6 way basiso SeeU. So Bureau of Employment Security, 11Area Classification 

System Revised", _'.I'he Labor Market and Employment. Security, June 1955, pp., 1-4, 

13. 

§/ Iam indebted to Stefan Robock, University of Indiana, School of Business 

for use of the material which is condensed in this paragraph. 

J/ For an excellent discussion of the rthidden11• labor surplus see David A. Gross-."' 

man and Melvin R. Levin, The Appalachian Regiqg,>Macyland Department of Econ­

omic Development, Annapolis, May 1960, pp. 13-19'. 

!Q/ U. So Department of Agriculture, Development of Agriculture• s Human Resources,_ .. 

op. cito, p. 7. 

W For a discussion of institutional barriers to migration see the articles by 

Uo E. Hendrix, 11Income Improvement Prospects in Low Income Areas" .Journal of 

Farm Economic.s, Volo 41, #5,, .. December 1959, .. pp. 1065-1075; and 11The Economics 

of Under-Employment and Low Incomes 11 , paper presented at the Annual meeting 

of\ Southern Agricultural Workers,. Birmingham, Alabama, February 1-3, .1960. 
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W D. ·Gale Johnson, . 11Labor Mobility and Agricultural Adjustment" in E. o. Heady, 

et .al., (eds) AgriculturaLAd.iustment .Problems. in a Growing Economy, Iowa 

State College Press, Ames 1958, pp. 162-172. The author has modified the 

Johnson calculations to apply to median rather than per capita income esti~ 

mates. 

11/ Larry Sjaastad, 11Trends in Occupational Structure and Migration Patterns 

in the United States with Spceial Reference to Agriculture". Paper pre­

sented at Conference on Labor Mobility in Agriculture, Iowa State Univer­

sity, Ames, Iowa, November 8, 1960 .... pp~ 17-19. 

li/This conclusion appears to be in conflict with a good deal of literature on 

industrial decentralization. See for example, Benjamin Chinitz and 1raymond 

Vernon,. "Changing Forces in Industrial Location", Harvard Business Review, .. 

Vol. 38, (January-F~bruary 1960) PPe 126-136. ·It is more nearly in line wit11 

the emphasis in William J. Byron, 11Needed: Local Leadership in Depressed 

Areas 11 ,.Harvard Business Review, Vol • .38, (July-August 1960), .P• 120. 

!2J See Vg W. Ruttan, 11The Impact of Urban-Industrial Development on Agricul­

ture in the Tennessee Valley and the Southeast, 11 Journal of Farm Economics,, 

Vol. 37, #1, February 1955; Daniel G. Sisler "Regional Differences in the 

Impact of Urban-Industrial Development on Farm and Nonfarm Income" Journal 

of Farm Economics, Vol. 41, #5, December 1960, pp. ll00-1113 •. 

1§1. George HQ Borts, nThe Equalization .of Returns and Regional Economic Growth.111 

American Economic Review, VoL 50, #3, June 1960, pp. 319-347. 

11./ See L. T ~ Wallace and V .W. Ruttan, 11The Role of the Community as a Factor 

in Industrial Location". Paper presented at the Annual Meeting of the 

Regional Science Association, Sto L©Uis, Missouri,,. December 28-30, 1960. 


