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4 PROBLEMS AND PROSPECT UNIVERST o
i SEP 28 1976
Stephen M. Smith
& Agn\, I vzl LLLH Ties 1
Glen C. Pulver* LOTES Lbrary |

The basis of many rural or nonmetropolitan develbpment strategies is job
creation. This is true whether the goal is a more evenly distributed population,
increased income, higher overall standards of living, decrease.d unemployment,
an expanded economic base, or a combination of these goals. Manufacturing
industry traditionally has been viewed as the most effective vehicle to create
jobs and establish the basis for long term growth. This bias in favor of manu-
facturing derives from its role as the major source of economic and employment
growth in modern Western development. The basic assumption behind most
job creation strategies at the national, state and local level is that this will
continue to be the case. However, there are indications that this focus will
not prove as fruitful in the future.

Manufacturing has become and will continue to become relatively less
importan‘t as an employer. Only sligh.t employment increases are projected
for the sector, and the absolute number of production jobs--the primary source
of blue collar employment--will drop. At the same time, absolute declines

in agriculture and mining employment will persist. Declining employment
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Table 1. Industries Projected to Show Larges’t Increases in Number of Jobs, 1968-1

Industry Additional
Jobs |
(thousands) |
Total, 10 indUSELIES « « v v v v e e e e e e e e e e e e e 22,326 ’,]
|
State and local government . . - - « + & ¢ . .o 0 .. 6,891
Retail trade . . v v v v v v i e e e e e e e e <., 4,497 |
Miscellaneous business serviceé ............ 2,140
Hospitals. . . . . . ¢ o v v i v v e i e s e e 1,846 |
Health services except hospitals . . . . . . .. I & 1,631 l\
Finance . . . . . o o o v v v i v i s e e e e e e e e | 1,262 I\
Wholesale trade . - «» « v « v v v v v v e L. 1,229 -
Construction . . . Cee e RIS 1,146
Miscellaneous professional services . . . . . . . . .. 871
Nonprofit organizations . . . . . . . e e e e 813 \
|
Total economy . . . « . . v v v v v o ... e e e [P 26,683 \1'
10 industries as percent of additional jobs in total economy - - g 83.7% |

Source: Bureau of Labor Statistics.  The Structure of the U.S. Economy in 1980 “\
and 1985. U.S. Department of Commerce, Bulletin 1831 (1975), Table 33, p. 97
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opportunities in these industries naturall/y affect nonmetropolitan areas much
more than metropolitan areas. On the other hénd, the general service sector
of the economy, and auxiliary service occupations within other sectors, will
increase their employment role [Bureau of Labor Statistics (BLS), p. 93; Bell,
pp. 132, 134, 135; Pred, p. 138].

The service sector in general, and particular subsectors within the service
sector, may provide more fertile ground upon which to base job éreation
strategies. Other closely related developments also have important implications
for the economic future of nonmetropolitan areas. These are population movements;
the characteristics of the new, relocating or expanding manufacturing businesses
in nonmetropolitan areas; the changing economic development goals of local
commAunities; and the prospects of the various industry sectors for meeting the
employment and overall development goals of nonmetropolitan communities.

The purpose of this paper is to examine these issues and trends within the
context of their implications for nonmetropolitan job creation. Our primary
intention at this time is to raise questions and iséues, which will then be a

basis for initiating discussion, research and action.

Employment Changes by Industrial Sector in the United States

The United States economy has been characterized in recent years by a

- rapid shift from the historic dominance of the goods producing industries
(agriculture, forestry, fishing, mining. construction, manufacturing) to an
increasing ascendency of the service sector. This trend has become even more

pronounced since World War Il. In 1947 employment was almost evenly
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distributed between the goods producing and ser\}ice producing sectors. By
1970 the distribution was approximately one-third and two-thirds, respectively.
The projection for 1985 is that only 29 percent of the nation's employment will
be in the goods producing sector [BLS, Table 50, p. 93].

With regard to manufacturing itself, its share of national employment
dropped from 30 percent in 1947 to less than 24 percent in 1970. While manu-
facturing is still the largest single employer of any industry, by 1985 the trade
and services (per se) industries are expected fo equal or exceed manu-
facturing's share of employment. And of the ten industries projected to show
the largest increases in number of jobs to 1985 (Table 1), all are nonmanu-
facturing, and only one--construction--is in the general goods producing sector.
‘The employment increases in these industries--led by state and local government,
business services, trade, and health services--aré expected. to account for
over 83 percent of the additional jobs in the total economy between 1968 and 1985.

Thus, many of the éarmarks of a post-indﬁstrial society are evident in
the United States. The first and most easily observed characteristic is that
a majority of the labor force is no longer engaged in agficulture and -manu-
facturing, but in services. The other characteristics a‘re the pre-eminence of
the professional and technical occupations; the creation of a new intellectual
technology based on information; an orientation towards the future, which is
based on the control of technology and technological growth, planning and
forecasting; a central principal where [theoretical] knowledge is the source of

innovation and policy formulation for the society [Bell, p. 14].



The Need For Jobs

Two major factors are at work creating the need for more nonmetropolitan
employment. One is the employment opportunity gap that traditionally has
existed in nonmetropolitan areas. Underlying this gap is the continual decline
in employment in the extractive sector, especially agrkiculture. This process
has left a legacy of high under and unemployment rates, a high proportion of
people below poverty levels, low incomes, low labor force participation in rateé,
and, until recently, general population decline.

In the decade of the 1960's, new nonmetropolitan manufacturing jobs fell
480, 000 jobs short of fulfilling the need created by losses in the extractive
industries [Hines, et. al , Table 10, p. 36]. From 1970-1973, manufacturing
created over 300, 000 more jobs in nonmetropolitan areas than were lost in
the extractive sector ["The Economic and Social Condition, " Table 13, p. 19].
However, this unprecedented movement was made at the expense of metro-
politan areas, and will have to continue to do so in order to remain a long term
factor. Furthermore, between 1969 and 1973, manufacturing jobs comprised
just 18 percent of all nonmetropolitan job growth, compared to 50 percent from
1962 to 1969 [Beale, p. 9].

Beyond the traditional employment needs, the now-famous population
"turnaround" [Beale) has added another dimension to nonmetropolitan economic
development issues. These population movements are attributed to manufac-
turing decentralization; growth of retirement and recreation activities; the
expansion of universities, state colleges, community junior colleges, and
technical education centers; a higher birthrate in nonmetropolitan areas; and

a "'strong strain of anti-urbanism" which has always existed in the U.S. but
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has recentlv been atded by mcreased 1ncomes and mobtltty [Beale pp 9 l3

::Gustat'son p 6] : Moreover it 1s apparent that a 31zeable proportton of urban

‘ ‘-“re31dents would prefer to hve in nonmetropolttan commumttes [Barkley, Beale

Fuguxtt & Zu1ches Gustafson] and Barkley feels that there 1s a huge demand

in nonmetropolttan communmes for these potenttal mtgrants‘[Barkley, p. lO]
‘ -
'The key to sattsfymg these two dcmands is'a supply of ]obs m not only thc
correct quanttty, but also of ccrtatn qualmc ERR | S
Thc charactertstlcs of the recent nonmctropolttan mtgtants provtdc mSIght “

_ into the type of cmployment and economtc development dc31res of these areas |
The recent mtgrants to nonmetropolttan areas are seekmg ftrst a more envt-’.f
ronmentally pleasmg l1fe style in Wthh to ltve recreate and ratse chtldren

. \\’hat thev are leavmg 1s the env1ronme‘ntassoc1ated w1th concentrated mdustrtal]

' :(manufacturtng) act1v1ty And when they mtgrate they tend to avotd the non-
. 3metr0pol1tan areas wnh heavy concentrattons of manufacturmg act1v1ty [Beale,
o : i . : :
p. 9] They are also relattvely young and better educated [ The Economtc and
' ,.Soc1al Condltton Table 2, p. 5 and Table 26 p 31] Many of the nmgrants S :
._'young and old were ortgmally nonmetropolttan restdents who went to the cmes
“for educatton and ]obs [Lambert] The re[ttrees are no longer dependent on .

-

. v,urban ]obs for 1ncome Many of the younger mlgrants have school age chtldren

- Uand desxre -a better env1ronment in Wthh to raise them Thus these people w1ll' L

e not tend to seek blue lcollar occupatlons ‘nor w1ll they wrsh to see. re- created the':""
mdustrlal atmosphere Wl’llCh they have left
There is also a growmg body of ev1dence that the economlc development
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desircé of nonmetropo‘litan residents as e whole are changing‘..'.Economic
development i‘s} no loh-ger accepted without examinin’g potedtial unwanted"’
' externalities. Eveﬁ in areas of high under ahd uﬁemploymeﬁt, and where
economic 'problem.s.are felt to be the major ones fa‘cing the community, pebplef
prefer_their curfent situations te j‘ob-s‘which.may‘ bfing un‘des‘iréble side effects.
‘Surveysivshowv that these attitudes cut across social, economic, peliticalv and
other intverest grodps._When asked theif attitude ‘towe_r‘dsa plant vbringi’ng hiéh- ‘
'.p‘aying jbbé ; bdt also greater en,\}ironmental pollution, alrﬁost 70 percent of ‘ |
those surveyed in twelve nonmetropolitan Wisconsin coUnvties .said they would ;
oppose the plant [McGranahan ]anuary, 1976, Table 2b and February, 1976,
Table 1b] In West Texas, when given a choxce between a range of manufacturing v
plants and a reeearch laboratory, the latter was’ rahked as the 'most p‘referred
-new mdustr) by two mterest groups and as the second most. preferred by the

third interest Uroup surveved [Green and Bruce, Table 1].

Madufacturing in N‘o»nmetropolitan‘Arreas'
Attracting manufacturing jobs will be a fﬁuch more cqmpetitive' game in
the future. And iﬁ the case of jobe from relo‘catinghplants’, it is likely to be -
~a zero-sum game. Forw any' g»i‘v‘en‘n'onmetmpolitan areavs'ubccess will be even‘ v
‘}more difficult becausevo'f the iafge number of com}petitors, avnd vbecauvsevma.ny‘
_of the new 'ekrv- f.elo‘cati.ng,,}jobvs will be eStablished i‘nfor \}erjf neaf the a'lfea_dV— - ‘
- | indu:st"ri‘alize‘d }me;r.b'po‘man areés ["New Industrles Dot Wlsconsm S Landscape
I & II;" "New Indu_vst}ri}es and ‘I’Iqlit Expansions, 1972 hmes et al. Table 10,



-7_
ThlS does not mean that manufacturmg wﬂl not play a role m nonmetro-‘

vpohtan economies. In the decade of the 1960 s over 60 percent of the total

national increase 1n manufacturmg employment tool\ place m nonmetropolttan B
~ counties [Hmes et.al.. Table lO p. 36] And since l970 there has been a
net decrease in manufacturlng employment in metropohtan countles and the

natlon as a whole while nonmetrOpohtan counties had a’7. 2 percent gam
,["The Economxc and Socral Condmon, " Table 13 p l9] However not
" only is evidence accumulatmg that manufacturmg cannot meet the need for ]ObS
per se, but that in the realm of satis‘f;qn'g\gen'eral economic 'development goals,
results are often considerably short of expectations.

- The negative attitudes of people in many nonmetropolitan areas toward
" manufacturing commonly center around fears of environmental deterioration.
However, there are other characteri’s,tics'iof,ma'nufacturing;in 'nonmetrjopolitan -
areas which make them less desirable from the viewpoint of their contribution
to long run economic growth and stability. A key characteristic is the type of
. induStr_y.or.,plant that is . most likely to gravitateltO-'nonmetrOpolitan communities.
Industr1es fllter down through the system of cmes from places of greater k

to lesser sophistication. Most often. the highest skills are-needed in the difficult
- early stage of mastering a process, and skill requirements decline steadily as =~
. the productlon process is rationalized and routinized with experience. .As the -
industry slides down the learning curve, the high wage rates of the more indus-
trially sophisticated innovative areas [Wthh are also hlghly_un}wnlzed] become
superfluous. The aging industry seeks out industrial backwaters where the

- cheaper labor is now up to the lcsser demands of the S1mplmcd process [Hansen,‘
p. 15, quotmg Thompson] o

In general, manufacturing growth in nonmet_ro_politan arcas, especially =



| " ,v":'the more dlstant counttes 1s in these slow growth 1ndustr1es [Hansen p 14]

E :These 1ndustrtes are prlmartly mtercsted m low wage unsktlled labor The
. "type of plant 1s usually a branch of a larger company It 1s often ortented to
Ca strlctly assembly role or s1mple manufacture of parts The low wage

: --levels do not allow an apprectable closmg of the 1ncorne gap between metropohtan

' f.and nonmetropolttan areas and the low sktll requtrements do not upgrade the

: labor force nor prov1de Opportuntttes for younger more educated workers
These plants thus have few, 1f any lmkages with the local economy, and |
f Athe'r‘efore*prowde ltttle 'ba31s for a long term, 's‘table and growing economy
whtch W1ll help them break out of thetr underdevelopment trap [Er1ckson _
| ‘and Huddleston P 35 Hansen p 15] | o
Another charactertsttc of these 1ndustr1es is that they are the most
. affected ‘in ttme's ‘ot,economtc adj ustment. Thetr level of operatton fluctuates
‘ »‘glre-atly. w‘ith economic conditi‘ons Th1s presents no problem in ttmes of economtc
",expan'si-on But in pertods of recessmn not only does employment drop, but
the rural branch plants are prtme candtdates for complete closmcs w1th
ltttle prospect of thetr betng reopened when the economy 1mproves
A thtrd charactertsttc of nonmetropolttan manufacturtnv plants is that they o

¢

; are usually owned and controlled by nonlocal 1nterests and frequently by out-

| of state 1nterests The local commumty has vcry ltttle 1f any,, 1nput 1nto

dec1sxons affecttng plant operattons and local needs and concerns mav never
L mfluence dec1s1ons The cstabltshment of a plant may take place W1thout the

'communttv bemg aware of it, and w1thout the c1t17ens betng ablo to express
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theirid‘esires 'jone wayor :ano'ther Stmtlarlyh, the ftrst a communtty may hea-r 3
of a plant closmg may be when the ‘ptnk shps are handed out i |
These charactertstlcs tend o make these mdustrtcs somewhat foot[oose. , }'
That is, they have no real.ttes to any parttcular 1ocat10n httle or no mve.stment
\m the local commumty * Their reason for betng in any parttcular place is the - :
‘cheaper cost of productton eSpec1a11y 1abor Other cost factors may be that
they were. lured toan area’ by a local campatgn whtch prov1ded cheap faczltttes
f."and/or serv1ces or tax c‘oncesswns for an 1n1t1a1 pertod If any of these condt- -

tions: change the company may flnd lt cheaper to mwe to anOther commumty

Nonmanufacturmg Industrles in Nonmetropohtan Development S

In the context of econom ic development and ]ob creatton nonmanufacturtng

tndustry is generaﬂy thought of as the tertlary sector whtch draws tts hfe from

*-the dy namic manufacturmg and extracttve sectors and Whlch beneftts from the S
,‘multtpher effects generated bv more basm mdustry It 1s true that on the e

W hole retall trade and personal serv1ces are in the terttary category * However,;,

© . many other nonmanufacturtng busmesses can be basu: sectors in. every sense

~of the word part1c1pat1ng in both export and 1mport substttutton acttvmes broad-
enlng the tax base estabhshmg economtc lmkages and creatmg dtrect and 1n- v‘ 3
‘direct employment Examples are wholesale dtstrtbutton ftnance 1nsurance,, i

v

i transportatton government and busmess and professronal serv1ces

' *At tlmes however even- thesc busmesses can be the bas1c 1ndustr1es ina -
~community, such as when' the commumty serves as a regtonal or county trade
and service center. S T e
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Htstortcally these aCtIVltleS have tended to concentrate in the natton s LA

. ’metr opolttan areas Several metropolttan areas have m fact become servrce
" ‘centers for the natlon and regtons and export offtce servrces [Armstrong

pp 24 26 and Table 2 2] The presence of the range of such serv1ce mdustrtes

L 3:-.-1s felt to be the reason for the conttnued growth of metropolttan areas. In l955

‘-_Blumenfeld concluded that busmess and consumerserwces constttuted the real
_‘e‘conomlc base of metropolltan areasv | The‘tr presence and hlgh level of develOp-'
ment allowed cmes to substttute new“ export tndustrles for any whtch may be
".destroyed by the v1c1ss1tucles of economtc ltfe [Blumenfeld p 131] Thompson" : :
: v:‘reached the same conclusmn 1n 1968 He broadened Blumenfeld S defmltlon of | AT
the true economtc ba'se;. mcludtng universities and research parks ,‘ vengmeermgvv- e
4‘f1rms ftnanmal 1nst1tut10ns publxc relations and adverttstng, and transportatton
: and uttlmes [Hansen p- 8] We mtght also add legal acco‘unttng and computer
o serv1ces to thls list. o ‘ - |
. ‘These busmesses can prov1de a 51mtlar dynamtsm and stabtltty to nonmetro-
' polttan areavs. ThlS development alternattve takes on added tmportance in ltght 5
of the relattve growth rates of manufacturtng and nonmanufacturtng mclustrtes
‘_kpopulatton growth and its changtng composmon tn nonmetropolttan counttes and N
the 1nabtllty of manufacturmg to meet nonmetropolttan employment and develop- |
‘k'ment goals lt 1s also suggested that lf the nascent trend toward populatton redts—
trtbutton obser ved 1n the early 1970 S is to continue, a supply of nonmanufacturtng- .
3 ‘}offtce serv1ce ]ObS w1ll be the maJor factor Moreover Hansen (p 8) and Pred
| (pp 137 139) 1mply that the future of nonmetropolttan commumttes may be tted to

R

their abtl»tty to attract -‘these busmesseS", .



There isa potenttal dual role to be played by nonmanufacturtng acttvmves.

in prov1d1ng a dvnamtc and stable economtc base to nonmetropolttan commum- s

ties. The fir st is the basnc ehport role Industry growth pro;ecttons provtde

strong ba31s for e‘xpecttng many nonmanufacturmg busmesses to play thts role

There is also ev1dence that export ortented serv1ce mdustrtes such as dtstrt- -

g button/warehousmg Operattons and headquarters and clerlcal operattonsof
.-major compames are decentraltzlng and that economtc mcenttves cxnst for =

contmued decentraltzatton [Arca Development Intcrchange Vol V Vo 23 and

-"V 1. Vl No 7] Furthermore many of the factors that dctcrmtne manufac—v'
‘turtng lOC&tlon are not appltcable to nonmanufacturlng mdustry And as commu-’ e
' mcattons technology contmues to’ advance a spec1f1c locatton based on tradtttonal
lOCElthl’l factors becomes even less appllcable to many busmess servtces ‘}tnsurf- .

ance and finance serv1ces clerlcal functtons data processmg,ancl corporate iy

’ ;headquarters

- The s»ec-on_d r"ole 1sm i'mport s.ubstitution andl lmkage formation Many of
. ‘the :fillancial. 1nsurance legal transportatlon and general busmess/serwccs S
g necessary for»a mode rn‘ economy are 1mported by busmesses in nonmetropolttan
communitles Notoonly do dollars and pOtenttal ]obs flow out of the commumty
- because of thlS but the absence of these serv1ces leads to bottlenecks that re- i
B strtct local economlc growth ln addttton w1th the recent tncrease in both manu-gv.
, facturing and nonmanufacturing industr.y in nonmetropolltan-'area_s, 'both the _local f:f
ma_rket"and need for.‘such servlces.vvill.grow'. > o | |
| l‘he nature of nonmanufact urmg busmesses also helps communmes fulftll

:othcr developmcnt goals One of these goals 1s for greater local control over
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‘j..’the com—munit\v"s ec’on‘omicvdesti:n-vﬂ.'[»W,arre.n]'. “'.Bu_s;inesses whlchare :ownedjand‘ v
| v opetated bv mterests not lwmg in the' co’mmumty or state as 1s the case Wlth
., much of thc new nonmetropolttan manufacturmg " New Industmes Dot W1sconsm s
Landscape l pp 2 3 Erlckson pp 2 3] are less llkely to be concetned
:'_w1th the future of a commumty and its re31dents Se‘rv_tce ~sector»bus‘mess’es‘_:aré \:‘
predofminantl'y owner—operated. * ‘Thus,_‘_theivrv_t_iesVto acommumty :and thetrcon— |
v_fvcern with its future are stronger e | | : |
Another.area in whtch serv1ces better fulflll development goals than does
manufactuirlng 1s employment stab1l1ty Over the several economtc cycles slmevv::f .
B C_World War II compared to manufacturmg, servtce 1ndustr1es have 1ncreased
u_femployment faster durmg upswmgs and have mamtamed overall emplovmcnt
| '-‘mcreases durmg downswmgs | Man.ufacturtng and parttcularly the durable goods
:"and assembly tvpes has experlenced con51derable employment decreases durtng
»j‘ dow nsmngs and a much slower rate of mcrease dur1ngb econom1c recovery [Fuchs :
’Chapter 7] In addmon to count‘ermg natxonal economtc condmons the 1ncreased |

: :_presence of certam serv1ce mdustrles in- the economic base could prov1de the

'employment stabllltv needed tn nonmetropolltan areas Wthh are heav1lv dependent e

. on seasonal ag’rlcultural and recreatlon tndustrles

3y Two other mcreasmgly lmportant goals of nonmetropohtan areas are
‘ 'f.._'a) env1ronme ntal protectlon and b) economtc development whlch is not so ftscally

.,'.burdcnsome that 1t outwetghs the posmve effects Nonmanufacturmg mdustr1es do

o -,_".not tend to dlscharge the large quantmes of bad qualttv effluents into the atr and

B wate.r.,' whlch‘ char‘act_ertzes much _manu-facturmg. _Nor ,ts» thetr prod-u‘c_tton process

S

~ *Based on unpublished data f,co'l'lecte'd"by‘-the '.a:uthorjs e i

hSY . I B



noisy. Thev may also have less of a tendency to, 1nvadc prlme agr1cultural land

or valuable green space for large plant facxlmes Servxce sector mdustrles can
\ 'often utlll7e and functlon effrcxently in tennovated exrstmg buudmgs or on 51tes .
that may not be ideal for manufacturmg 9 .

These characterlstlcs also lmply that local governments are less ltlcely to |
'have to prov1de new and expenswe serv1ces to the new busme sses, such a‘s ‘
access to roads, sewer fac\ihties_, water :supply, and power. _:It is theprovisi‘on __v,‘ |
of these services tha.t often res_ults 1n the costs’ of _new'_indus}t/ry exceediné th-e_ |
| benefits.' ‘ v ' | | |
The key questlon 1s whethcr or not nonmanufacturlng/serv1ce busmesses
W1ll locate in nonmetropolltan commumtles Very ltttle is known about the fac-' _'

tors cons1dered crltlcal in locatton of these busmesses This is a_fertile area

,for furthe r research. _ |

Conc'lusion o
Nonmetropolitan com'munities have traditionally'relied»upon manufa.c}tuvr‘ing.

mdustr v to. meet thelr employment needs and economtc development goals
Attracting thlS mdustrv has always been a dlfflcult task Trends and prOJecnons :

| 1nd1cate that the supply of such busmesses w1ll decrease whtle the competltlon for

' thc more llmlted _]Ob growth wdl mcrease In addlthl‘l the type of manufacturtng
‘that is attracted to nonmetropohtan areas llS less able to meet broader development
| ‘~desires These de31res mclude a range of employment opportumtlesvfor a growtng

: and more dlverse populatron establlshmg the b381s for a stable and growmg econ-

3 omy and not contrlbutmg to env1ronmental detertoratton e



On the other hand the nonmanufacturmg and serv1ce wsec}tors are the grovyth |
vgu eas of the economy and W 111 1ncrease thetr alreadv.predommant employment
: role These 1ndust1 1es‘also‘appeat to‘ be much more able to meet other develop}—“i.‘v:
vmcnt‘goals \’\’thh are. gwen 1nc1easmg wetght by nonmetropohtan re31dents ThlS a
b“lS not to say that attractmg nonmanufacturmor actlvmes ts an easxer }tas’k‘ ‘ Non-
v metropohtan blases in favor of manufactumn‘g and blases of nonmanufact‘urmg‘
V,,»busmess for metropolttan areas. are str—ong And knowledge of the nature operau-}"

- tion and locatton needs of nonmanufacturmg busmess 1s extremely hmlted How— L

_ever alternatlves to manufacturmg must be found The nonmanufactur1ng/serv1ce

o ;_*'1ndustr1es are the dynamtc and growmg aSpect of the economy If they are not

,pursued the mcome and employment gaps between metropohtan and nonmetro-
'pohtan areas wxll be perpetuated and nonmetropohtan communmes w111 contlnue

to be the backwaters of our economy
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