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Daniel T. Lichter

Measuring

Underemployment in Rural

Areas

By the measures used in this article,
nearly a third of the rural labor force is un-
deremployed, whether through being out
of a job, or working for low pay, or work-
ing too few hours. Yet only about a third
of them are counted as unemployed. Be-
sides its direct economic effect, underem-
ployment also exerts an indirect effect,
hindering remedial efforts. Federal jobs
programs, for example, often base their
funding on the unemployment rate, inad-
vertently directing benefits away from
rural areas.

ural areas may not be receiving their

fair share of funding to solve rural
employment problems. Federal funding
allocation formulas often rely on the un-
employment rate as an indicator of
employment-related distress. Yet the un-
employment rate may not accurately
reflect market conditions, urban or rural.
It does not, for example, measure em-
ployment inadequacy. This category
includes discouraged workers (those out
of work but no longer looking for a job
because jobs are not available), the part-
time employed (because they cannot find
a full-time job), and workers whose earn-
ings are below poverty thresholds. All of
these types of workers are found dis-
proportionately in rural areas. The appar-
ent insensitivity of the unemployment rate
to rural labor market conditions is unfor-
tunate in light of the slow growth in rural
employment since 1980 and the current
conditions in the farm sector.

Some different ways of measuring un-
deremployment, to reflect more accurate-
ly rural employment-related hardship, are
presented in this article. Using these
measures, | also compare changes in un-
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employment and underemployment for
metro and nonmetro areas during the
1970-82 period. Indicators of rural un-
deremployment, like those presented
here, provide a considerably more trou-
bled portrait of changing employment
conditions in rural America.

Measuring Rural Labor Market
Distress

Most recent attempts to measure rural
underemployment seem insensitive to its
many forms. Rural labor markets are fun-
damentally different from urban labor
markets. The isolation of rural workers
limits their employment options and
opportunities. Not only are spells of
unemployment longer but the lack of rural
employment opportunities also contrib-

utes to the large number of discouraged
workers. Moreover, the nonmetro indus-
trial structure remains disproportionately
dependent on extractive and other low-
wage, labor-intensive industries. Many of
these industries, such as agriculture and
construction, have unstable seasonal
labor requirements.

| have devised a potentially promising
scheme for measuring underemploy-
ment, which is sensitive to the rural labor
market conditions; | call it the Labor Utili-
zation Framework (LUF). It provides
several mutually exclusive categories of
underemployed workers (see box):

1. The sub-unemployed, a proxy for dis-
courged workers,

2. The unemployed,

3. The underemployed by low hours
(involuntary part-time-workers),

4. The underemployed by low income
(the “working poor”),

5. The occupational mismatched (work-
ers whose levels of education greatly ex-
ceed the average education of all workers
with a similar occupation; that is, the
“overeducated”).
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Employment does not necessarily mean a full-time job. Although not unemployed, may
part-time workers want full-time work. They are one category of the underemployed.
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Groups 1-4 above can be regarded as a
composite measure of economic un-
deremployment because of their direct
link with labor market earnings. In this
hierarchy, each labor force participant is
counted only once.

Each underemployment indicator for
metro and nonmetro areas can be ob-
tained from the annual March demo-
graphic file of the Census Bureau’s Cur-
rent Population Survey (CPS). The survey
samples nearly 60,000 households and
is the most widely used source of labor
market information in the United States.

Rural Underemployment Much
Greater Than Unemployment

Does the unemployment rate underesti-
mate the extent of employment hardship
in rural areas? The CPS data indicate that,
in 1982, a fourth of the nonmetro labor
force aged 18-64 was underemployed
(table 1). And, if the mismatched or “over-

educated” were included, nearly 40 per-
cent of the nonmetro labor force
experienced some form of underemploy-
ment. The unemployment rate, in con-
trast, was about 10 percent. Thus, the
unemployment rate captures only about
a third to a quarter of the employment-
related hardship in nonmetro areas.

Not only does the unemployment rate
underestimate hardship but it also inac-
curately portrays regional differences in
employment distress. The unemployment
rate, for example, is lowest in the non.
metro South (table 1). However, when the
composite measure of economic
underemployment (groups 1-4 above) is
used, the extent of marginal employment
is greater in the South than in any other
region. Nearly 30 percent of the non-
metro labor force in the South was eco-
nomically underemployed in 1982. In
particular, the South suffered unusually
high rates of sub-unemployment (dis-
couraged workers) and low-income
employment (working poor).

These results provide empirical confirma-
tion of the view that unemployment
figures do not adequately tap local or
regional labor market conditions. From a
rural policy standpoint, this may hinder
the accurate targeting of programs to eco-
nomically distressed areas and labor force
subgroups.

Higher Nonmetro Than Metro
Underemployment

The inability of the unemployment rate to
measure geographic differences
accurately in employment hardship is a
political issue of great importance to many
rural governments that must compete
with urban areas for Federal funds. The
current statistics-gathering system does
not provide the same variety of labor mar-
ket information in rural areas as in urban
areas. The movement to formula funding
thus raises questions about the access of
rural jurisdictions to Federal resources and
about potential inequities in the current
system of funding.

While a consistent pattern of higher non-
metro than metro unemployment has
been observed since 1978, the difference
was generally small from 1970-82 (fig. 2).
By contrast, nonmetro workers were con-
siderably more likely than metro workers
to be working part-time involuntarily or to
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Table 1—Unemployment is a small part of underemployment in nonmetro

areas
More than
12 years of
schooling
North. North
Nonmetro east Central South West Nonmetro Metro
Percent
Underemployment 27.7 21.4 8.8 28.9 269 17.2 13.7
Sub-unemployment 1.6 7 1.6 2.0 1.1 1.1 .8
Unemployed 9.6 8.8 0.9 8.8 10.8 5.5 5.5
Low hours 6.7 5.2 7.0 5.9 6.8 318 2.7
Low income 9.8 6.7 9.4 11.2 8.2 6.8 4.7
Mismatch 11.3 15.8 0.2 10.3 16.6 30.7 34.6

Source: age 16-64, 1982, data from annual March demographic supplement of the
Current Population Survey. Data restricted to age group 16-64.

be working at jobs that provided only mar-
ginal earnings (fig. 4). Thus the different
character of rural from urban labor mar-
ket distress extends well beyond the un-
employed.

More significant, however, the unemploy-
ment rate tends to minimize the relative

extent of employment-related hardship in
nonmetro areas. For example, in 1982,
economic underemployment affected 28
percent of the nonmetro labor force and
21 percent of the metro labor force (fig.
5). In other words, economic underem-
ployment was 30 percent higher in non-
metro than metro areas. In contrast, the
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nonmetro unemployment rate was only 6
percent higher in 1982. A similar pattern
of unemployment and underemployment
rates was apparent for the other years as
well. The implication: underemployment
rates more accurately gauge the relative
extent of economic disadvantage in the
nonmetro labor force.

Although economic underemployment
was higher in nonmetro areas than in
metro areas, occupational mismatch was
actually lower in nonmetro areas (fig. 6).
The lower mismatch in nonmetro areas
probably reflects two factors. First, non-
metro workers generally have less school-
ing and to be considered overeducated
one needs a relatively high level of edu-
cation. Second, the formation of the LUF
means that some nonmetro workers, who
otherwise would be classified as mis-
matched, are counted already in one of
the other underemployment categories.
Indeed, when education was held cons-
tant by restricting the analysis to those
whose education extended beyond high
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school, nonmetro workers suffered higher
levels of sub-unemployment, involuntary
part-time employment, and low income
than metro workers (table 1). In 1982,
17.2 percent were economically under-
employed in nonmetro areas compared
with 13.7 percent in metro areas.

By contrast, unemployment rates re-
vealed little difference in economic hard-
ship between comparably educated seg-
ments of the metro and nonmetro labor
forces. Again, the unemployment rate, as
a barometer of labor market hardship and
labor underutilization, provides only a
crude portrait of rural conditions.

Implications for Rural Policy

The findings reported here lead to several
conclusions pertaining to rural policy.

First, the unemployment rate seriously
underestimates the extent of economic
hardship in rural areas. Formulas for the
allocation of Federal funds should be re-
evaluated, particularly those that measure
human resource needs on the basis of the
unemployment rate alone.

Second, indicators of underemployment
may prove useful in designing cost-effi-
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cient strategies for rural development (for
example, manpower training programs).
Both resources and programs can be
directed to areas or labor force subgroups
with the greatest need.

Finally, these results reinforce the view
that more accurate and reliable informa-
tion on rural labor market conditions is
needed. The current statistics-gathering
system in the United States appears insen-
sitive to the unique economic conditions
of rural areas. RDP
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