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Impact of New Manufacturing
Plants In Rural Areas
Of Tennessee On Employee
Family Income Distribution

Thomas H. Klindt, Maurice R. Landes and Brady J. Deaton*

INTRODUCTION

During the past 20 years, industrialization has been a prominent as-
pect of economic development in rural areas of Tennessee. During

this period, rural manufacturing plant locations and employment
have been increasing both in absolute terms and relative to urban
areas of the state. Manufacturing income, as a component of total
personal income, has also been increasing in rural areas through most
of this period (Landes [61), even though at the national level there
has been a relative decline over the past decade.

This trend toward increasing industrial activity in rural areas car-
ries many potential economic benefits for rural people and commu-
nities. Basic employment opportunities created by new plants can
provide wages and salaries and form an economic basis for the con-
tinued growth of employment, personal income, and public revenues.
The creation of such employment opportunities may also facilitate
the development of human capital and help to prevent the loss of
that human capital through migration.

The incidence of industrial locations and the economic impacts
of industry are not uniform among rural communities. While some
communities are successful in attracting, maintaining, and expanding
industry, others are not (Smith, Deaton, and Kelch [12]). Also dif-
ferent communities and industries seem to exhibit varying income
and employment leakages to nonlocal people because of varying rates
of commuting. Communities also differ in the amount of income and
job benefits which go to the disadvantaged.

The objective of the bulk of industrial irapact research has been
to develop aggregate measures of the effect of new and expanding in-
dustry on community income and employment using multiplier sta-
tistics. Garrison [2,3], Shaffer [10], and Rheinschmiedt [9] dis-

• Professor, Department of Agricultural Economics and Rural Sociology, University
of Tennessee; Agricultural Economist, International Economics Division, ESS, USDA; and
Associate Professor, Department of Agricultural Economics, Virginia Polytechnic Institute.
This research was funded in part by the Tennessee Valley Authority and by Title V of the
Rural Development Act of 1972.
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aggregated income and employment multipliers in order to assess the
allocation of net economic impacts between public and private sec-
tors. These measures have provided valuable information to commu-
nity leaders concerning the generation of income and jobs within the
community.

Justification for in-depth analysis of the distribution of income
and employment among individuals is found by exploring the theories
of industrial location and welfare maximization. The distribution of
earned (as opposed to transfer) income is affected by modifying the
distribution of factor earnings through redistribution of the owner-
ship of factors of production, changing factor prices, or changing fac-
tor employment. Bator [1] showed that under purely competitive
conditions the price system will allocate factors of production and
distribute products in an efficient manner. The allocation of utility
among individuals results from the original configuration of factor al-
location and will only coincidentally equal the optimal distribution
of utility based on a given social welfare function.

The theories of industrial location developed by Weber [21],
Isard [5] , and Losch [20] similarly hold that industries tend to locate
and achieve efficiency according to the prices of their relevant re-
source and transportation inputs. It has been conventionally hypoth-
sized that the location of new plants in rural areas of Tennessee has
been due to the availability of relatively cheap labor, perceived quali-
tative advantages of rural labor, inproved interstate highway trans-
portation, and the growth of southern markets.

To the extent that the location of industry in rural areas is a re-
sponse to economic factors in a purely competitive market, there is
no reason to expect that the resulting reallocation of resources (in-
come and jobs) provides utility which is consistent with egalitarian
policy objectives. National, state, and local subsidization policies
designed to attract industry to rural areas alter purely competitive
conditions in the interest of reallocating resources and derived bene-
fits (jobs and income). Therefore, examination of the distributive
aspects of industrial locations, subsidized or not, is of value in assess-
ing the extent to which industrial impacts are agreeing or conflicting
with regional and national equity objectives.

The importance of including distributional goals in the formu-
lati.on of development objectives has been suggested by a number of
writers. Gotsch [4] has argued that the improved distribution of jobs
and income will serve to bring more people into the mainstream of
development. The importance of this notion is supported by Tweet-
en's argument that people who are left out of the mainstream of
economic life develop attitudes that make their entry into the pro-
ductive labor market even more difficult [17]. The importance of
the expansion of job opportunities is also supported by Schultz [11]
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in his discussion of investment in human capital. He argued t~at U?-
employment leads to deterioration of human capital due to ImpaIr-
ment of acquired skills and that transfer payments do not prevent
idleness from taking its toll on the unemployed. .

The above arguments support the idea that the roots of m-
come distribution lie in the distribution of jobs. If new industry can
succeed in improving the distribution of jobs and income, it can facil-
itate a reduction in transfer payments and future development costs
as well as enable local communities to recover their investment in
human capital.

OBJECTIVES

The primary objective of this study was to evaluate the distrib-
utive impact of industrialization on the family income of workers
employed in new industrial plants located in rural Tennessee. More
specific objectives were to:

1. Estimate the impact of selected plant, community, and in-
dividual characteristics on employee family income changes.

2. Describe the primary round impact of new industrial plants
in Tennessee with emphasis on changes in the incidence of
poverty.

PROCEDURE

The general form of the research model used to address objective
1 was:

where:
6.Y = real change in employee's family income
6.CY= changes in sources of income
D = demographic characteristics of individual employees and

their families
T = length of time employed in the manufacturing plant
PC = plant characteristics
CC = community characteristics
A = variables which indicate the relative well-being of em-

ployees' families prior to manufacturing employment
Two time periods were important in the model: the time just

prior to job entry into a plant (tl) and 1977, the year in which survey
data were collected for the study. The time t1, was specified in gen-
eral terms rather than a particular date, because the date of employ-
ment varied in the sample. A family member entering the work force
of a new plant may have experienced an abr1!pt initial shift in income
at the time of employment, particularly if he/she was unemployed or
significantly underemployed in t1' Initial changes in income were
measured as income during the first year of employment at a plant

6.Y = f(6.CY, D, T, PC, CC, A) (1)
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minus income in the year of t1. Subsequent changes in wage income
were due to differences in wage earnings in the firm between the
time of the initial change and 1977. The dependent variable (6Y)
was the change in real family income from all sources from t1 to
1977. Independent variables (specified in a subsequent section) were
introduced to measure the influence of different factors hypothesized
to influence income changes between t1 and 1977. Ordinary least
squares (OLS) procedures were used in the analysis.

The second objective was addressed by establishing quintile ranges
of the family income distribution for the aggregate of the 24 counties
in the study area (see data section). The distribution of new plant
employee family incomes among the quintiles in t1 and 1977 was
then assessed. In addition, family characteristics were used to estab-
lish a poverty threshold for each sample family and movements across
the thresholds between t1 and 1977 were evaluated.

DATA
To fulfill the objectives of this study, primary data to measure

changes in family incomes and employee wage incomes due to em-
ployment in new manufacturing plants were obtained by surveys
completed during the summer of 1977. Primary data were also col-
lected to obtain information about the characteristics of the new
plants employing the workers sampled. Data on relevant character-
istics of communities in the study area were available from secondary
sources.

The sample was drawn by a random selection of manufacturing
plants located in rural areas of the state. This random selection of
plants yielded a weighted random sample of communities because
each community's probability of selection was weighted by the num-
ber of plants located in it. Plant data were collected through personal
interviews with plant management personnel. Employee data were
then collected by questionnaire at the employee's place of work by
sampling the work forces of the plants whose management agreed to
participate in the study.

Sample plants were selected from the population of manufac-
turing firms with 20 or more employees that located in rural Tennes-
see counties during the 4-year period, January 1, 1970 to Decem-
ber 31, 1973. The definition of manufacturing plants adopted for the
study was the one used by the Census of Manufacturers [19] and
included all plants with two-digit Standard Industrial Classification
(SIC) codes 20 through 39. The definition of rural area used was any
county in the state that was not part of a Standard Metropolitan Sta-
tistical Area (SMSA) as of 1973. The study population included 160
manufacturing plants. These plants were located in 60 of the 76
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Tennessee counties defined as rural for the purposes of this study. Of
the 160 manufacturing plants, data were obtained from 35 randomly
selected plants.' These plants were located in 24 of the 60 Tennessee
counties defined as being rural and having plant locations (see Fig-
ure 1).

A random 20% sample of each plant's work force was believed to
be manageable in terms of data collection and yet provide an ade-
quately representative sample of each firm's employment. At the
same time, this approach was expected to yield a sufficient number
of observations for the planned analysis.2

The employee survey yielded 712 completed questionnaires. For
the purpose of analysis, some of the observations were deleted from
the employee sample due to incomplete or inconsistent data. The
major group deleted consisted of persons reporting zero total family
income in period t1, usually because of non participation in the labor
force and/or residence with parents during that period. This group
was deleted from the analysis because it was assumed that such re-
sponses constituted inaccurate estimates of real income. Similarly, all
persons reporting residence with parents in period t1, and not in 1977
and not reporting income contributed by parents, were deleted be-
cause of inconsistent reporting of income. Those persons living with
parents in both t1 and 1977 were kept in the sample. It was assumed
that while this situation may have resulted in inaccurate absolute in-
come estimates in each period, it would not have seriously distorted
the amount of income change between t1 and 1977 since the per-
ceived income would have been consistently estimated in each period.

Total deletions amounted to 147 observations which left 565
usable observations. The resulting average sample proportion per
plant was 18%.

FACTORS INFLUENCING FAMI LY INCOME CHANGES

In this section the analysis of factors influencing changes in family
incomes due to employment in new rural manufacturing firms is pre-
sented. First, the variables and hypothesized relationships necessary
to operationalize the theoretical model are specified. The model is
then used to analyze changes in family incomes using OLS regression
analysis and the results of the analysis are reported.

, Difficulty was experienced in efforts to compare sample plants to either the study
population or rural Tennessee plants in general because of the lack of comparable data.
However, it did appear that the sample was weighted toward smaller plants. For more infor-
mation on comparisons, see Landes (6).

2Data collection problems precluded the inclusion of salaried supervisory and
management level personnel. It was recognized that this exclusion biased the sample away
from high income employees.
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one spouse to both the husband and wife being employed. Moreover,
the greatest losses in family income were associated with families
losing a previously employed spouse. The net increases observed in
this sample of families with both the husband and wife employed
suggests that many rural families feel that they are not able to achieve
an acceptable standard of living with only one spouse in the labor
force.

Gains and losses of public assistance incomes were insignificant
factors in explaining family income changes. While approximately 4%
of the sample families gained some source of public assistance, 17%
gave up public assistance payments due to family member employ-
ment in manufacturing plants. The percentage of sample families re-
ceiving unemployment compensation decreased from 16% in t1 to
2% in 1977. The gain or loss of other sources of income was also
significant with 14% of the sample families gaining and 1% losing
some other source of family income between t1 and 1977.

With the exception of the level of educational attainment, the
demographic characteristics of individual workers did not prove to be
highly significant, net of other factors, in the regression results. The
analysis of these variables suggests that their role may be overshad-
owed by patterns of family labor force participation. Since the
demographic characteristics were primarily hypothesized to influence
the wage earning potential of individual workers, the role of these
factors may be illuminated by further study of changes in employee
wage earnings as opposed to family incomes.

Variables measuring the quality and quantity of labor demanded
by new plants and labor supplied by rural communities were signif-
icant in the regression results. Larger plants offering higher relative
wages appeared to contribute significantly to family income gains,
net of other factors. Despite measurement problems associated with
specifying community labor supply variables, county rates of un-
employment and potential labor force entry and rates of under-
employment contributed significantly to the results.

The significance of plant and community characteristics in af-
fecting income changes suggests that policy-relevant information may
be gained by further analysis of the impacts of various types of plants
on different types of communities. And, the dominant role of family
labor force participation patterns in explaining family income changes
suggests that more attention be given to the interactions between
plant and community variables which affect these patterns.

While workers classified as return migrants had significantly dif-
ferent income changes from local workers, commuters and migrants
did not. The fact that 33% of the workers sampled were commuters
and migrants suggests, however, that these groups compete extensively
with local workers for new jobs. The results have shown that migrants
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and commuters were not homogeneous groups and were not nec-
essarily employed in larger, higher wage plants than local workers, as
hypothesized. Also, the expected greater family income gains for com-
muters and migrants may have been masked by tendencies for in-
creased family labor force participation in these groups. Further anal-
ysis of the interactions between changes in employee wage earnings,
plant characteristics, and commuting and migration may lead to
better understanding of the factors differentiating local and nonlocal
workers.

The regression results reflect an equalization of levels of well-being
within the sample families. But, further analysis is needed to assess
the direct impact of employment in the sample plants on the distrib-
ution of incomes within the sample communities as a whole, and to
assess the extent to which this sample of new rural manufacturing
firms has succeeded in bringing families out of poverty. A preliminary
analysis of this topic based on the same data is presented in the next
section.

DISTRIBUTION OF FAMILY INCOMES
AND ALLEVIATION OF POVERTY

In the previous section, the objective was to evaluate factors
which influenced changes in family income due to employment in
new rural manufacturing plants. In this section the second objective,
evaluation of the primary round impacts on the distribution of family
incomes and alleviation of poverty within the sample communities, is
addressed.

Primary Round Distribution of Family Incomes

Analysis of community distributive impacts involved determining
the placement of sample employee family incomes within an agregate
family income distribution based on Census data and specified in
quintiles for the community. The frequency of sample families in
each quintile for tl (the year prior to employment in a sample plant)
was evaluated with respect to a similar frequency count for 1977.

To conduct the analysis, a number of intermediate steps and as-
sumptions were required. The first step was to estimate quintile
ranges of the aggregate family income distribution for the 24 sample
counties using 1970 Census data. The reason for combining the 24
sample counties into one aggregate distribution was that there were
not necessarily enough plant or employee observations in each county
to allow analysis on a county-by-eounty basis.

Census data from 1970 were used because it was the most recent
source of reliable data. The 1970 Census data provided the number
of families in each county within 15 income categories. The fre-
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quencies for each category were summed across the 24 counties and
the resulting totals were used to calculate a cumulative percentage
distribution. This distribution was then divided into quintiles with
ranges estimated by linear interpolation.

Because individual workers could have become employed in a
sample plant anytime between 1970 and 1977, t1 employee family
income for each employee was adjusted to the 1977 price level to
control the influence of changing price levels. Moreover, the aggregate
24-county income distribution estimated from 1970 data was also
adjusted to 1977 price levels. The purpose of doing so was not to al-
low comparisons between the sample and the 24-county population
but instead to provide a bench mark, in terms of real income, with
which the distribution of sample family income changes could be
evaluated.

The 1977 family income level which divided the first and second
quintiles of the aggregate distribution was estimated to be $4,804.
Comparable boundaries for the second and third, third and fourth,
and fourth and fifth were $8,701, $12,701 and $18,079, respectively.
Charts in Figure 2 show the percent frequency distributions of sample
family incomes within the quintile ranges in t1 and 1977.

Figure 2 shows that prior to employment in sample plants (t1), a
disproportionate share (80%) of employees had family incomes which
placed them in the middle three quintiles. Sample employees were
most heavily represented in the second quintile and were under-
represented in the first and the fifth quintiles.

After employment in the sample plants (1977), sample families
were still overrepresented in the middle three quintiles and under-
represented in the first and fifth quintiles. However, the distribution
changed considerably. The percent in the first quintile decreased
from 14% in t1 to 1% in 1977 and the percent in the first two quin-
tiles decreased from 46% to 23%. On the other hand, the percent of
sample families in the fourth and fifth quintiles increased from 30%
to 50% from t1 to 1977. Two notes of caution in addition to the al-
ready noted methodological assumptions should be made concerning
interpretation of the above figures. First, the examination of family
income changes included only the primary round effects of new man-
ufacturing employment. No inferences were made concerning sec-
ondary effects. Second, interpretation must be limited to the scope
of the sample. Recall that supervisory and management employees
and certain observations which indicated a t1 total family income of
zero from all sources were omitted.
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Figure 2. Percent Frequency Distributions of Sample Family Incomes by Ouintile in t1 and 1977.



Primary Round Impacts on the Alleviation of Poverty

In the previous section, family incomes were not adjusted for age
or family size. Therefore, the results did not necessarily address the
issue of poverty alleviation. In this section, families were categorized
as being in poverty or not by using definitions from the 1970 Census
which included family attributes of age and size. Again, incomes
were adjusted to 1977 price levels. Overall changes in poverty status
of sample families between t1 and 1977 are reported and the in-
fluence of residence status and family labor force participation are
examined.

The incidence of poverty among sample families in t1 and 1977
is shown in Figure 3. Of 565 observations, 487 (86%) were not in
poverty in t1 while in 1977 540 (96%) were not in poverty. The 10%
decrease in the incidence of poverty was a result of shifts both into
and out of poverty between the two periods. Of the 78 families
which were in poverty in t1' 65 escaped by 1977 while 13 remained
in poverty. Of the 487 families not in poverty in t1, 475 remained
out of poverty while 12 entered the poverty classification.

Change during \1 - 1977

1977

I'dmilies not

In poverty

I',Hllllll'S In

pml'rly

Figure 3. Frequencies of Family Poverty Status and Changes Between t1 and 1977.
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Poverty Status Among Local and Nonlocal Families
To further examine the poverty status of sample families, the in-

cidence of poverty by residence status was tabulated. Results are pre-
sented in Table 5. Of the 555 families for which residence status
information was available, 275 were local, 100 were commuters, 86
were migrants, and 94 were return migrants. Migrants and return
migrants had the highest incidence of poverty in t1' 19% and 18%,
respectively. Comparable figures for local families and commuters
were 13% and 8%, respectively. In 1977, the return migrant group
had 8% in poverty while migrants, locals, and commuters had 6%, 4%
and 1%, respectively. In terms of net movement out of poverty, mi-
grant families had the highest percent (13%) followed by return
migrants (10%), local families (9%) and commuters (7%).

Table 5.
Incidence of Poverty Status in t1 and 1977 by ResidenceStatus of Sample Family

Local Commuter Migrant Return migrant Totala

(ihange in family poverty status (%)b (%)b (%)b (%)b (%)b

Poverty (t1 )-poverty (1977) 5 0 4 4 13

(2) (0) (5) (4) (2)

Nonpoverty (t1 )-poverty (1977) 6 1 1 4 12

(2) (1) (1) (4) (2)

Poverty (t1 )-nonpoverty (1977) 31 8 12 13 64

(11 ) (8) (14) (14) (12)

Nonpoverty (t1)-
nonpoverty (1977) 233 91 69 73 466

(85) (91) (80) (78) (84)

Total 275 100 86 94 555

aFrequencies are not the same as those shown in Figure 3 becausesome observations

havemissing values for family residencestatus.

bpercentages refer to column totals.

Poverty Status Associated with Family Labor Force Participation
The change in poverty status associated with family labor force

participation is shown in Table 6. Of the 555 families for which labor
force participation data were available, 50 had a net loss of one
worker, 369 had no change, 135 added one worker and one added
two workers. In percentage terms, there was little difference in the
number of families staying in poverty or moving into poverty among
the labor force participation change categories. It should be noted,
however, that nine of the 10 observations excluded because of missing
labor force participation data stayed in or moved into poverty.
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Table 6. Incidence of Poverty Status in t1 and 1977 by Change in Labor Force Participa-

tion of Sample Families

Change in number of
workers per family

+1a 0 -1 Totalb

Change in family poverty status (%)c (%)c (%)c (%)c

Poverty (t1 )-poverty (1977) 1 9 1 11

(1 ) (2) (2) (2)

Nonpoverty (t1 I-poverty (1977) a 4 1 5

(0) (1) (2) (1)

Poverty (t1 )-nonpoverty (1977) 27 37 a 64

(20) (10) (0) (12)

Nonpoverty (t1)-
nonpoverty (1977) 108 319 48 475

(79) (86) (96) (86)

Total 136 369 50 555

alncludes one family that added two workers.

bFrequencies are not the same as those shown in Figure 3 because some observations

have missing values for labor force participation.

cPercentages refer to column totals.

The most noticeable difference in the labor force change groups
was in the percent of families that moved from poverty in t1 to non-
poverty in 1977. In the group of families which added a worker to
the labor force, 21% were in poverty in t1 and only 1% were in pov-
erty in 1977. In comparison, among the families with no net change
in the number of workers, 12% were in poverty in t1 and 3% were in
poverty in 1977. Little change in poverty status occurred within the
group which had a net loss in the number of workers in the family °

Further analysis of the 64 families which moved out of poverty
indicates that female workers played an important role in the change
of status. Table 7 shows the composition of family work forces in t1
and 1977 for the families which escaped poverty during the period.
Of the 64 families, 15 changed poverty status with only a male
working in t1 and 1977 and 19 changed status with only a female
working. One family escaped poverty with both a male and female
entering the work force while 20 were associated with a female en-
tering the work force and nine were associated with a male entering
the work force. In the 64 families, 29 males and 26 females were
working during t10 After escaping poverty (1977), 38 males and 45
females were working.
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Table 7. Comparison of Family Work Force Participation for Families Which Escaped Pov-
erty Between t1 and 1977

Family workers in 1977

Family workers Male Female Male and
in t1 only only female Total

None 2 6 1 9

Male only 15 1 13 29
Female only 2 19 5 26
Total 19 26 19 64

Summary
The analysis of distributive impacts indicates, within the method-

ological assumptions, that families with workers employed in the
sample plants achieved considerable relative income gains within the
sample counties. However, lacking a control group, there is not con-
clusive evidence that sample families have greater income than they
would have had without becoming employed in the sample plants.
While most sample families were concentrated in the middle of the
aggregate distribution, it cannot be automatically concluded that the
new manufacturing jobs contributed to a more nearly equal aggregate
distribution of income, either in a local or regional sense, because rel-
atively few of the sample families were from the lowest income quin-
tile.

The investigation of the effects of family member employment in
the sample plants on the alleviation of poverty tends to support the
implications of the distribution analysis. While most of the previously
poor sample families in the sample escaped poverty after employ-
ment, comparatively few, 14%, of the sample families were previously
poor. The analysis of poverty impacts suggests, as did the regression
analysis findings, that working female spouses played an important
role in helping the sample families escape poverty and stay out of
poverty.

IMPLICATIONS
T he findings of this study suggest that primary consideration in

assessing the distributive impact of new rural manufacturing in-
dustry be given to factors which promote and inhibit the labor force
entry of family members. With high levels of underemployment
prevalent in the rural labor markets, many families must place addi-
tional family members in the work force to achieve substantial in-
come gains and acceptable levels of income.
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There are functional problems which may inhibit the ability of
many families to place members in the manufacturing work force
and, therefore, limit family potential to achieve relative income gains.
Older families are not as likely to have family members enter the
labor force. This may be due to the inability of older workers to
compete effectively in the labor force. They may also be at life stages
that are less conducive to having multiple members of the household
in the labor force, or have less perceived need for additional income.
Younger families may also have limited potential to add females to
the work force because of child rearing. A more pervasive but less
well-defined problem is evidenced by the under-representation in the
sample of families with very low income and/or no member in the
labor force prior to employment in the sample plants. It would seem
that such families, unless voluntarily poor, would have had at least as
much incentive to participate in new manufacturing employment as
families with relatively greater incomes. The relative absence of em-
ployees from poor families suggests that the potential for job entry is
somehow limited for such persons. They may lack the necessary
human capital to participate in new employment opportunities. While
this conclusion may be the result of sample bias, the implication is
still clear that new manufacturing industry must provide opportun-
ities for low-income families and workers with little or no industrial
work experience if it is to contribute to substantial distributive gains
in rural communities.

Direct interpretation of the regression coefficients for plant
variables indicates that relatively large plants, paying relatively high
wages and requiring little skilled labor, contribute to greater income
for families of workers. However, since plants with such character-
istics are not widely available, these results do not suggest a realistic
industrialization policy. A more realistic interpretation, which is con-
sistent with the conclusions of the analysis, is that rural communities
need to promote an industrial structure which is more diversified in
terms of skills required and wages offered. The negative coefficient
for the skill variable must be interpreted in light of the limited range
of skill requirements observed in the sample plants. Previously
unemployed workers tend to be employed in relatively low-wage and
low-skill plants indicating that these plants are valuable in providing
opportunities for inexperienced workers and, perhaps, low-income
families. But skilled and semi-skilled jobs, offering higher wages, are
required to enable workers to become more fully employed and to
achieve substantial gains in earnings. The analysis suggests that many
of the rural workers studied, and particularly the males, did not have
the opportunity to become more fully employed. Higher skill plants
would provide such an opportunity. Job training programs which
enable workers to fill more skilled positions with less cost to the firm
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would appear to be an important component of a policy by state and
local governments which seeks to attract more skilled industry and to
directly benefit workers.

The distinction between male and female labor markets
observed in this study also suggests important implications for com-
munity industrialization policy. Plants which enable females to be-
come employed or more fully employed are especially important for
family income gains. In this situation the effectiveness of creating
more and better jobs for females as a means of helping low-income
families would depend on factors, including age, ability and child
rearing duties, which may affect the ability of females to take these
jobs. Plants which enable males to become employed or more fully
employed are important to help families that are not able to add fe-
male spouses to the labor force. The creation of more skilled jobs for
males and females may alleviate the need for families to have two
family earners and may result in a greater availability of vacated jobs
for other families.

The extent to which underemployment in rural labor markets is
voluntary or involuntary is not resolved in this study. The implica-
tions of voluntary and involuntary underemployment would appear
to be different. If underemployment is largely involuntary, resulting
from sporadic layoffs and/or insufficient opportunities to improve
skills and wage earnings, then the promotion of a more diversified
industrial structure and job training programs would appear to be an
effective policy for achieving both income gains and distributional
equity. If underemployment is largely voluntary, resulting from spor-
adic labor force participation and/or reluctance to improve skills and
earnings, then these policies may be ineffective.

The findings of this study indicate that nonlocal workers com-
pete extensively with local workers for jobs and income gains stem-
ming from the location of new manufacturing plants. But the hetero-
geneity of nonlocal groups in terms of the types of employment they
seek suggests that the types of industry locating in a community, at
least within the range of size, skill, and wage levels included in this
sample, will not necessarily affect the degree to which available jobs
will be filled by local or nonlocal groups. The heterogeneity observed
among nonlocal groups also indicates that more attention needs to be
given to the definition and characteristics of nonlocal groups so that
their impacts on local labor markets can be more effectively esti-
mated.

The implication of the description of primary round distributive
effects of employment in the sample plants, while perhaps biased by
the sample of workers obtained, is that new manufacturing industry
is not a panacea for solving poverty or income distributional prob-

34



lems in rural communities. This finding indicates that more attention
may need to be given to variables and policies which affect the dis-
tributive impact of new manufacturing industry in rural areas.
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