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ABSTRACT

Severzl simulations of population, income, and employment in rural and
urban America during 1970-2000 were made based on alternative assumptions. The
assumptions entailed implementation of certain policies that might effect a
more equal rural-urban balance by the year 2000, in addition to a continuation
of current trends.

If basic trends-continue, rural outmigration would probably stop or
reverse itself shortly after the year 2000, primarily because the gap between
the incomes of rural and urban workers would have gradually closed., But the
employment~population ratio in rural areas would still be below that in urban
areas; henece, overall rural economic growth would still be lower. Policies to
increase job opportunities and labor productivity in rural areas were judged to
show more promise as development strategies than were policies to reduce the
natural rate of population increase or limit outmigration. For per capita
incomes and employment-populatisn ratios in rucal and urban America to be equal
in the year 2000, about 8.8 million more new jobs than are expected from current
trends would be needed in rural areas. Of these, 3.7 million would be transfers
of jobs that would have been located in urban areas under present trends; the
remaining 5.1 million jobs would have to be created to more fully utilize the
underemployed rural labor force.

Key Words: Simulation, trends, rural, urban, migration, population distri-
bution, income, employment.
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} HIGHLIGHTS

i The most promising policy action for the economic development of rural

‘ America is an expansion of nonfarm job opportunities, according to results of
a 50-year simulation of U.S. population, income, and employment under several
alternatives. More jobs in rural areas and, to a lesser degree, increased

. labor productivity there, would have a greater impact than would a reduction in
rural outmigration or a reduction in the rural rate of natural population
increase.

A virtual doubling of the rural economy's capacity to absorb idle workers

would be rnecessary to bring rural and urban per capita incomes and employment~
F population ratios into balance by the year 2000. About 8.8 million more new
jobs than are expected from current trends would be needed in rural America.
0f these, about 3.1 million would be transfers of jobs that would have been
located in urban areas under present trends. The remaining 5.7 million jobs
are not now in prospect, but would have to be created to utilize the skills of
the simulation's underemployed rural labor force.

Stopping rural outmigration would increase aggregate population, income,
and employment in rural America by the year 2000. But such a policy action,
unless accompanied by other programs, would lead to less income and less
employment on a per capita basis than can be expected from a continuation of

current trends. A further shortcoming of this altermative is that total U.S.
business activity would fall about 0.4 percent below trend by the year 2000.

If, in contrast to developments that would occur from new policy actions,
basic trends in population, income, and employment growth continue at their
present rates, rural outmigration would probably stop.or reverse itself shortly
after the year 2000. This would occur primarily because the gap between income
per employee in rural and urban areas would have gradually closed by then.

But the simulation based on current trends indicates that even though the
employment-population ratio in rural areas increases by the year 2000, the
ratio continues to be well below that in urban areas. This condition con-

tributes to lower per capita incomes and slower overall economic growth in
rural areas.
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RURAL-URBAN POPULATION, INCOME, AND EMPLOYMENT:
A SIMULATION OF ALTERNATIVE FUTURES

by

Clark Edwards and Rudolph De Pass
Economic Development Division
Economic Research Service

INTRODUCT ION

Choices among time paths leading to alternative future levels of population,
income, and employment are examined in this report as they relate to a two-
sector simulation of the United States. One of the two sectors is considered
to be primarily rural in character; the other, urban. The connecting link
between the two sectors is migration. The purpose of this report is not only
to present the analytic technique, but also to deal with an economic inter-
pretation of the results and with implications of the model's performance and
use in relating relevant national policies to rural growth.

Efforts to divide a heterogenous economy such as that of the United States
into only two sectors--rural and urban--are bound to meet with varied objections
on the grounds that the urban sector contains too many rural elements and/or
that the rural sector is too urban. Four alternative delineations were tried
for this study, none of which is entirely satisfactory. However, simulations
based on all four delineations consistently lead to the same general conclu-
sions about future prospects for the rural-urban distributien of population,
income, and employment. The four delineations are discussed in the appendix,
and tables there facilitate comparisons of the results of each simulation.

In the main body of the text, we treat the simulation of only one of the
four delineations. A division was made of 482 multicounty planning and research
areas into two groups based on their population density: 109 multicounty areas
having more than 100 persons per square mile in 1970 are considered urban
oriented, while 373 areas with fewer than 100 persons per square mile are
considered rural oriented (fig. 1).

The method of analysis was first to measure actual 1960 and 1970 levels
of population, income, and employment in each of the two sectors. An estimate
of 1960-70 net migration from the rural to the urban sectors was made. Then
a system of equations was determined. Parameters were estimated which,
starting from 960, permitted the computation ¢f population, income, employ-
ment, and net migration annually for each of the two sectors and reproduced
the 1970 observations in the tenth year of the s:mulation. The model was
then run for a 50-year period, 1970-2020, to establish a basic trend. Alter-
native runs were compared with the basic trend run to examine the sensitivity
of the system to rural-urban policies affecting natural population increase,
migration, job creation, and labor productivity.
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RECENT SITUATION AND PROSPECTS

In 1960, the multicounty areas comprising the rural sector accounted for
about 39 percent of the U.S. population, 36 percent of the jobs, and 31 percent
of the income (table 1). By 1970, the proportion of population and employment
in the rural sector had declined slightly, to about 37 and 35 percent, respec-
tively, reflecting migration to urban-oriented multicounty areas. The shares
of total income changed negligibly because output per worker rose faster in
the rural sector than in the urban sector during the period.

Total real personal irncome (in 1970 dollars) rose about 4.4 percent a
year in the rural sector during the 1960's. With a gain of only 0.8 percent
a year in the rural sector's population, including the impact of rural out-
migration, this resulted in an average rise of 3.5 percent a year in the rural
sector's income per capita--from $1,923 in 1960 to around $2,725 in 1970
(table 1). Aggregate real income rose at about the same rate in the urban
sector as in the rural one; but the urban sector had a faster population
increase, 1.5 percent a year, and real income per capita there rose only 2.7
percent a year. Even so, per capita income in the urban sector averaged
$3,579 in 1970, around $854 higher than in the rural sector. Despite a faster
percentage income growth in rural America, the income gap had widened from
$797 in 1960.

If policymakers seek a more equal distribution of income between the
rural and urban sectors, then a benchmark for measuring progress toward this
end is apparent: Income per capita in the model's rural sector would have
had to gain at a pace of 3.8 percent a year during the 1960's, instead of the
3.5 percent rate attained, to have kept the dollar gap at its 1960 size of
less than $800. Growth at 6.5 percent a year would have been required to
close the rural-urban disparity during the 1960's and bring about equivalent
incomes within that decade.

Over the next few decades, the rate of outmigration from the more rural
areas will probably continue to abate, thus bringing population growth rates
in such areas closer to those in urban areas. The annual growth rate in per
capita income in rural areas is likely to continue above that in urban areas.
This will result in an eventual reduction of the gap between the per capita
incomes of the two areas, even though the gap will probably widen further
during the 1970's.

Probable consequences of alternative policies affecting the rural economy
with respect to migration, natural population increase, growth in aggregate
demand for jobs, and increases. in productivity per worker suggest that creating
jobs in and around central cities of rural-oriented multicounty areas will be
of major concern in coming decades and that further attention should be
directed to upgrading the quality of the labor force in such areas. However,
results of the simulation suggest that overt migration and population growth
policies will not need emphasis.

Summary results of alternative simulations to the year 2000 are compared
with the 1960-70 trend in table 1. Details of these alternative futures are
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Table l.--Summary projections of simulated alternatives for economic
development in rural and urban America, 1960-2000

. : Annual Income
Simulated :Source::  population Migrants p;r
alternatives :Year: §g?1§,: growth rate 2/ : capita
. Rural : Urban : Rural to Urkan : Rural : Urban
: L Percent------ Thou. Pct. -—~=---- bollars 3/----
Initial conditions........ :1960: 2 - - 295 J43 1,923 2,720
Initial conditions........ :1970: 2 .85 1.51 284 .38 2,725 3,579
Trend run...eeeeennnnennns $2000: 2 .99 1.41 130 .13 7,091 7,811
Stop rural outmigration,,, :2000: 3 1.26 1.26 (V] 0 6,690 8,034
Double rural outmigration : .
inducements........... ...22000: 4 .78 1.51 165 .17 7,409 7,672
Reduce rural birth rate...:2000: 5 : .80 1.40 100 .10 7,398 7,828
Increase rural birth rate.:2000: 6 ¢ 1.18 1.42 159 .15 6,796 7,795
Expand rural aggregate :
demand for workers....... $2000: 7 1.13 1.33 ~31 -.03 8,036 7,937
Rais¢ productivity of : H
rural labor force........ $2000: 8 1.04 1.38 -7 ~-.01 7,619 7,865
Target run........o00euu.. $2000: 9 1.26 1.26 0‘ 0 7,811 7,811
: : Distribution of--
Population Employment Income
Rural : Urpan Rural : Urban Rural : Urban
: : . —--=-=-Percent-- -
Initial conditions........ :1960: 2 39 61 36 . 64 31 69
Initial conditions........ :1970: 2 37 63 35 65 i1 69
Trend run......coo0vven.. $2000: 2 34 66 32 68 32 68
Stop rural outmigration...: 3 37 63 32 68 33 67
Youble rural outmigration : :
inducements.............. :2000: 4 32 68 31 69 i1 69
Reduce rural birth rate...:2000: 5 33 67 31 69 32 68
Increase rural birth rate.:2000: 6 3 36 64 32 68 32 68
Exﬁand rural aggregate :
demand for workers....... $2000: 7 36 64 36 64 36 64
Raise productivity of :
rural labor force........ :2000: 8 35 65 32 68 34 66
Target run....ocouveve.... $2000: 9 37 63 37 63 37 63

1/ Refers to other tables in this report.
except for row 2, where the rate is the 1960-70 average.

tion effects. 3/ Constant, 1970 dollars.

- -

g/ Rates are annual average rates for 1970-2000,
Rates are adjusted to accommodate migra-




DR

discussed in later sections of this report and illustrated in tables 2-9. In
the following section, the methodology and assumptions underlying the tabular
presentations are discussed.

THE MODEL

Population, income, and employment in each of the two sectors, plus net
migration between sectors, are the variables used to describe the system in
each year of the simulation. To remove price effects during the 1960's, the
1960 income was converted to 1970 dollars. Changes in income, employment, and
population during 1960-70 were used to develop the relevant parameters for the
system. That is, estimates of the economic structure were found which, through
successive annual changes starting from the 1960 base, would precisely arrive
at 1970 observed levels of population, income, and employment. The model was
then started at 1970 and run for a 50-year simulation of the descriptive
variables (table 2). Tables 3 through 8 report the results by decades for
alternative 50-year runs which show how sensitive the model is in responding
to exogenous changes of selected parameters in the system.

Seven equations are used in the simulation:
income, and employment and one for net migration.

Two each for population,

Income Growth Equations

For each sector, income in a given year was equal to the product of three
terms: The annual growth in income per worker, the previous year's level of
income per worker, and the current number of workers.

Y -+b) Y0

1,t+1 1
E )
b4

(Y, )
Yy pa1 = (L4 b)) "22,t) (E
(€, )

)

1,t+1

2,t+1)

where Y is aggregate income of the sector, E is employment, and b reflects the
annual rate of gain in labor productivity and, by implication, earnings per
worker. Subscript 1 refers to the rural sector and subscript 2 to the urban
sector; t and t+l refer to successive time periods (years).

Employment Growth Equations

For each sector, employment in a given year was equal to employment in
the preceding year plus the number of added workers absorbed from the nonwork-
ing population.

Epee1 = Bre v31 By egn - B )

Eye41 = Eae t3 (Py 4y - By )




"

where £ is employment, P is population, and a is the demand-for-labor coefficient.
As defined in this study, persons not at work include those who are able to work
but who have not yet joined the labor force, such as recent graduates of high
schools and colleges, working-age people who have dropped out of the labor

force, the unemployed, and adults who have never been in the labor force. Also,
those not at work include, in this method of calculation, persons unable to

work, including children, elderly people, the sick, and the structually
unemployed.

Population Growth Equations

For each sector, population in a given year was equal to population in the
preceding year, plus the natural increase, plus or minus migration.

) - M

P = (1 + cl) (Pl,t ¢

1,t+1

Poeer = (L ¥ ey (By ) + M,

where P is population, ¢ is the annual rate of natural increase in the popu-
lation, and M is migration to the urban sector from the rural sector.

Migration Equation

Migration from the rural to the urban sector is the sum of three induce-
ments to migrate: Sector disparities in aggregate job demand, sector dispar-
ities in income per worker, and sector disparities in employment opportunities
per capita.

(Y Y. ) (E, E. )
Mt = d(az - al) + e(‘E.gJ& P -E—l.l-t—) + f(.P—‘l—t- - Fll—t-)
2,6 1,t 2,t ' 1,t

where d is the propensity to respond to a differential in demand to absorb
idle workers, e is the propensity to respond to a differential in earnings per
worker, and f is the propensity to respond to a differential in participation
of the population in the labor force.

Parameters

The above seven equations contain nine structural parameters for which
empirical estimates are needed. The parameters were estimated by trial and

error so as to reproduce 1970 data from the 1960 data for population, income,
and employment,

The labor productivity coefficient for the rural sector was computed to
be by = .030, and that for the urban sector, by = ,023. A 10-percent increase
in the rural coefficient was assumed for the purpnse of testing the
sensitivity of the model to a change in the rate of gain in output per
worker in the rural sector. This is shown in Talle 8.




model's sensitivity t0 an increase in the capacity of the rural sector to
create jots.

Yy
The demund-for-labor coefficient for the rural sector was found to be
| a, = .007, while that for the urban sector a, = .012. The coefficients were
i assumed equal (a, = a, = .012) for the run presented in table 7 to test the

In lieu of separate population growth rates for the rural and urban
' sectors, the population growth coefficient for each was set to equal the over-

| all national rate observed for 1960-70. This rate, .0126 = ¢, = c,, is higher
taan is expected to occur over the next few decades; ' = lowering the rate
for both sectors would not significantly change the ¢ «lusions of the

report. The rural sector's population growth rate wa- ..wered to c,= .0106 in
table 5 to test the sensitivity of the model to a reduced rate of natural
increase in the rural sector relative to that in the urban sector. It was
raised to .0146 in table 6 to test the sensitivity to a relatively larger
rural rate of natural increase.

T

! The three migration coefficients were initially set at: d = 16,457,

e = .0940, and f = 1901. These settings attribute about one-half the total
propensity to migrate fo the differential in earnings. The other half is about
equally divided between the differentials in labor demand and in employment-
population ratios. These parameters were set equal to zero in table 3, while
in table 4 they were doubled to test the sensitivity of the model to changes

in the inducement to migrate.

MODEL IMPLEMENTATION

Simulated current trends compared with alternative simulations suggest
that overt policies with respect to changes in income, population, and employ-
ment in the rural-oriented multicounty areas can expedite the closing of the
gap between rural and urban development. At the same time, such policies have
the potential to reduce or reverse net migration to urban-oriented places.
These ends might be accomplished by gearing broad rural-urban policies on:

(1) Migration, (2) the natural population increase, (3) aggregate demand for
job creation, and (4) productivity per worker.

These four strategies are discussed separately below. Following the
discussion is an appraisal of the optimal combination of these strategies to
reach target levels of population, income, and employment for the model's
rural sector. The target is geared to bring the rural sector's level of
economic activity up to that of the urban sector. But first we discuss the
basic trend.

Basic Trend

The 1960-70 trend. for population, income, and employment in the rural
and urban sectors are extrapolated by decades to the year 2020 in table 2.
This establishes the basic trend used to compare alternative simulations.
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The rate of natural increase in population is set at 1.26 percent a year
for both sectors. This results in a U.S. population estimate of nearly 296
million persons in the year 2000, which is midway between the Series C and D
projections of the Bureau of the Census.

Trends of the 1960's point to continued abatement of outmigration from
rural-oriented multicounty areas during coming decades. The principal explana-
tion for this in the model is the faster rate of gain in income per employee in
the rural sector (2.95 percent a year) than in the urban sector (2.28 percent -
a year). This trend closes the gap between income per employee in the rural
and urban sectors around the year 1996, thus removing one of the main induce-

ments in the model for migrating.

The capacity of the labor market in the model's rural sector to absorb
workers is about 60 percent of that of the urban sector (.0075 new jobs per
idle rural person compared with .0122 new jobs per idle urbanite). Conse-
quently, even though the employment-population ratio rises in the rural
sector-—-from 356 workers per 1,000 population in 1970 to 387 workers in the
year 2000--it continues to be well below that of the uirban sector. This lower
ratio will be seen later in this report to be one of the primary variables
explaining lower income per capita and slower growth in the rural sector.

The basic trend run generates projections of population, income, and
employment for the rural and urban-oriented areas which appear reasonable.
However, the reasonableness does not always extend to the full 50 years of
the simulation. lor example, the number of persons employed per 1,000 popu-
lation in the rural-oriented areas begins to decline past the year 2000. This
is inhereat in the system of equations: Potential outmigrants are staying in
the rural sector because the income-per-employee gap has about closed; but they
are not finding jobs because the capacity of the rural sector to absorb workers
is assumed unchanged. That is, after the year 2000, unemployment is indicated
as rising in the rural sector. We feel that this is a weakness in the model
rather than a forecast of future conditions. Consequently, most of the inter-
pretations in what follows are based on the 1970-2000 segment of the projections.

The projections are based on a purposely simple, seven-equation system;
consequently, they do not include information on ‘many aspects of the rural-
urban balance problem. For example, we say nothing about capital flows between
the two sectors or about exchange of goods and services. There is no recognition
of the role of race in migration. No consideration is given to the fact that
gross fertility rates in rural areas would be expected to rise as outmigration
of females of childbearing age decreases. Also, no more than the two broad
sectors are analyzed. These and other aspects of the problem may be taken up
in subsequent extensions of the basic model that would include more than just
seven equations. In what follows, we seek to see what the simple model can
tell us about alternative future prospects for rural and urban population,
income, and employment.

Migration Effects

The Nation's migration pattern of the past twe decades resulted in large
geographic regions with population declines. These regions tended to contain
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the more sparsely populated rural areas. Two net migration patterrs emerge:
One is a movement from rural to nearby urban places within a rural area; the
other is a net movement from rural to urban areas. It is the latter movement,
from rural areas to urban ones, that is the focus of the migration analysis in
this report.

To assist rural as well as other migrants, Federal manpower programs pro-
vide direct financial assistance to the unemployed and underemployed for travel
and initial subsistance while they wait for the first paycheck in a new job
location. Usually, migration and relocation programs are coupled with education
and retraining programs, which will be discussed later in this report in the
section on increasing output per worker.

In this section, however, we treat only the notion sometimes put forward
that directly stopping ru.al outmigration, or perhaps reversing it, is a means
to rural development. The implication is apparently that reduced populaticn
flows will provide a larger, more productive labor force in rural areas, and
at the same time, ease population pressures on the cities.

Consequences of stopping outmigration from the rural-oriented multicounty
areas were appraised with the simulation model by setting the migration coeffi-
cients equal to zero and then comparing the results of a 50-year period with no
migration with the basic trend established in table 2. The simulation with no
migration is presented in table 3. Table 10 shows that zero outmigration from
the rural sector adds about 8.5 million people, above trend, to the rural sector
by the year 2000. Zero net outmigration has the same effect on the rural sec-
tor's population as does the target simulation to be discussed later. However,
it is estimated that only about 10 percent of these additional persons will find
employment unless concurrent efforts are made to create additional jobs. With-
out an accompanying job policy, the employment-population ratio is projected
to fall to below 37 percent of the population, compared with 39 percent in the
trend run. Per capita income, as a result, falls more than $400 below what is
expected under current trends. Per capita income in the urban sector, on the
other hand, rises nearly $225 above trend as a consequence of less unemployment
there and reduced competition for jobs. Stopping outmigration brings about
increases in aggregate population, income, and employment in rural America, tut
unless accompanied by other programs, will lead to less real income per capita
and less jobs per 1,000 population in the rural areas than can be expected
allowing current trends to prevail.

If such a reduction in migration adds to problems of unemployment and low
income in rural areas, will increasing outmigration lessen these pressures?
The consequences of doubling the response to inducements to migrate are simu-
lated by doubling the three migration coefficients in the model (table 4).
This action reduces the population growth rate in the rural sector during
1970-2000 to .8 percent a year, from the 1970-2000 trend run of 1.0 percent
(table 1). By the year 2000, unemployment problems are considerably reduced
in the rural sector and the employment-population ratio there rises above trend,
from 39 to 40 percent. Also, by the year 2000, per capita income in the rural
sector runs nearly $320 above trend, although continuing below the average of
the urban sector. These apparent benefits are slow in coming; also, they come
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at. the expense of slowing down the growth rate in general business activity in
the rural sector and of exporting some unemployment problems to the urban sec~
tor. More importantly, these changes are not sufficient to close the develop-
ment gap.

The inference with respect to migration policies is this: 1t is apparent
that reduced outmigration raises aggregate income and employment in the rural
areas; and that increased outmigration enhances rural income and employment on
a per capita basis. Apparently manipulating migration rates alone is not an
effective means of attaining either income or employment targets. Migration
policies can be important in reaching population distribution targets, but
only in conjunction with comprehensive and relevant programs designed to reach
employment and income targets in both the rural and urban sectors.

Population Growth Rate Effects

The population explosion is often blamed for impeding progress toward
achievement of development goals. It is sometimes suggested that reduced rates
of natural population increase in depressed areas will ease the pressures of
population growth on the social and economic system and allow for a more com--
plete assimilation of low-income people into the productive labor force. Family
planning services are provided by the Government to low-income persons living
in areas of intense poverty. Table 5 shows the effect of lowering the rate
of natural population increase to 1.06 percent a year in the rural-oriented
multicounty areas from the 1l.26-percent rate used in preparing table 2. This
reduction slows the rural sector's.rate of population increase to approximately
0.8 percent a year and, with reduced outmigration, it also reduces slightly the
rate of population increase in the urban sector (table 1). With a decline
in the total number of persons unemployed in the rural sector, income per
capita there rises as the family planners suggest. By the year 2000, it is
over $300 above trend. However, the per capita gains are realized at the
expense of reduced total U.S., business activity, down about 0.5 percent below
trend by the year 2000. This is consistent with the popularly held belief
that larger populations may lead to increased national income.

Were the natural rate of population growth in rural areas to increase
rather than decrease, an increase in total business activity would be realized
at the expense of a deterioration in the rate of improvement in income per
capita. Table 6 shows the consequences of stepping up the rate of natural
increase in the rural sector to 1.46 percent a year, without simultanc¢ously
expanding the local economies' ability to absorb workers. A 0.5-percent larger
total U.S. economy in the year 2000 is associated with a level of rural income
per capita around $300 below trend.

The conclusion with respect to population growth policies is this: If
one were forced to make a choice between increasing net outmigration versus
reducing the rate of natural population increase as a means of improving per
capita income in rural America, the latter appears preferable. However, neither
approach is very efficient or satisfactory. Each might prove useful as minor
adjuncts to comprehensive employment and income policies, but alone they will
not be effective in solving the rural area development problem,
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Expanded Demand for Workers

The solution to income and employment problems fashionable with economists
over the last 30 years has been to expand aggregate demand for workers. Efforts
to expand the capacity of the rural economy to create new jobs would help close
the economic gap between rural and urban America. The Government provides
information on alternative plant sites to industries seeking new locations.

It also provides information on potentially available industries to local
planning groups, In addition, some programs are available and others are under
consideration to provide tax relief to plants moving into rural areas. Even
more direct in creating new jobs would be wage supplements or subsidies. Direct
controls on capital movements are used, including restrictions on industrial
expansion in congested ar-as. One of the strongest counterattacks to private

capital flows into congested areas is a conscious counterflow of public funds
into uncongested ar=as.

Other programs provide loans to small business concerns for expanding or
continuing current operations and to promote local economic growth. Sometimes
these loans are coupled with technical or planning assistance. Programs of
this nature expand aggregate demand for jobs for persons who might otherwise

be unemployed and, in rural areas, for persons who might migrate to urban areas
in search of employment.

During 1960-70, the urban-oriented multicounty areas were able to provide
close to twice as many new jobs per 1,000 people not at work (12 jobs a year)
as the rural areas (7.5 jobs a year). 1In one phase of the simulation, the
capacity of the rural sector to create new jobs is increased to match that of
the urban sector--the demand-for-employment coefficient was changed from .007
(trend) to .012. As a result, per capita income in the model's rural sector
rises sufficiently to exceed that of the urban sector by the year 2000 (table 7).,
The employment-population ratio in the rural sector rises from the current
level of 36 percent of the population to a level close to the urban sector
average (44 percent) in 30 years, according to the simulation. With more jobs
and more income per capita in the rural sector, the rate of outmigration is
slowed during the next few decades, with a reversal indicated before the year
2000. These changes stimulate total business activity in the rural sector by
over 18 percent above trend by the year 2000. At that point, the gap between
the level of economic development in the rural and the urban sectors closes,
as suggested by the rural sector's higher per capita income and a reversal of
the migration trend. At the same time, population pressures on major cities
are 2ased because there are about 4.5 million fewer residents and 0.6 million
fewer jobs in the urban sector (table 10).

Increased Labor Productivity

Raising productivity per employee in rural areas represents an effort to
solve the development problem from the point of view of the quality of utili-
zation of labor. This is in contrast to the approach discussed above, where

the quantity of workers is increased without any enhancement in the efficiency
of the workers,
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Efforts to raise income and output per worker in rural areas promise sub-
stantial returns and appear to be worth the extra effort. Implementation of
this approach necessitates significant changes in health care, education, job
training, family location, commuting patterns, central city services, and other
factors related to people. This approach, in effect, requires reducing the high
rate of underemployment in the rural economy as well as increasing the capacity
of each worker to produce. Both the job and the worker need upgrading.

A number of Government programs assist communities in raising the general
educational level of the population as well as in upgrading the skills of the
labor force through job training and placement services. They include educa-
tional extension services to businessmen to provide technical assistance in
adopting new technologies to increase the productivity of their labor force.
So far, it appears that little heed has been paid to the rural~urban con-
sequences of these programs; they have been used more to help low-income
urban people find productive urban employment than to influence the rural-
urbar distribution of employment.

Table 8 depicts the impact of raising the rate of growth in income per
worker in the rural-oriented multicounty areas, where income per worker is
lower. To examine the consequences of increased productivity and earnings in
the model's rural sector, the productivity growth coefficient was raised from
2.95 percent a year to 3.25 percent. For the urban sector, the coefficient
remained at 2.28 percent. Three heartening results evolve from pursuit of
this policy: First, aggregate income, employment, and population in the rural
sector rise above the trend line. Because of improved income per worker in
the rural sector, a substantial rise in total business activity occurs.

Second, outmigration from the rural sector stops in less than 30 years. Before
the year 2000, net migration to the rural sector occurs, with former urban-
sector residents joining the rural sector's prouductive labor force and sharing
in its higher economic rewards. The third result of this policy action is that
the gap in per capita incomes between the rural and urban sectors immediately
begins to close, and within 40 years, per capita income in the rural sector
exceeds that in the urban sector.

Target Run and Conclusions

In the preceding sections, alternative migration, population, job creation,
and labor productivity policies were examined for their possible long-range
effect on rural development. Policijes of increased demand for workers and
increased labor productivity were judged to have a more positive and relevant
impact than changes in migration and population growth. To assess the relative
importance of the job creation versus labor productivity impacts, parameters
were estimated which would provide an optimal mix of these two policies in
reaching specific population, income, and employment targets by the year 2000.

The targets were set as follows: Total U.S. population was allowed to
grow to the year 2000 at 1960-70 rates, with the rural-urban distribution held
at the 1970 proportion for the two areas. Income targets for the year 2000
were geared to have income per capita in the rural sector equal to the trend
projection for the urban sector, $7,811 (table 2). The time path over which
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the income gap closes in the simulation is shown in fioure 2. Employment
targets for the year 2000 were set to have the employment~population ratio in
the rural sector aqual to the trend projection for the urban sector (437
workers per 1,000 population) (table 2). The time path over which the employ-
ment-population ratio closes in the simulation is shown in figure 3.

The major change in the parameter vaiues required to reach the specified
targets for the year 2000 was a vir:cual doubling of the capacity of the rural
sector to absorb idle workers, with 1little change in the rate of gain in
output per worker (table 9). This suggests that of the alternatives analyzed
with the simple, seven—-equation system, expanding demand for employment in
rural America is the most promising policy for rural development. About 8.8
million more new jobs than are expected from current trends are required in
the rural sactor to reach these targets (table 10). About 3.7 million of these
would be “ransfers of jobs that would have been located in the urban-oriented
areas according to present trends. The remaining 5.1 million jobs are not now
in prospect, but would have to be created to utilize the available skills of
the underemployed labor force in the rural-oriented areas. The magnitude of
this number of new jobs may be alternatively expressed as around 170,000 new
jobs a year above trend over the next 30 years.

INCOME PER CAPITA FROM ALTERNATIVE SIMULATION RUNS

INCOME PER CAPITA (THOUS.)‘ —
Urban oo Jﬁwfr
6 {FROM TREND SIMULATION)— »” o’ = P al—
-’ \
&
i Rural

(FROM TREND SIMULATION)

Rural
“,,....-«"‘“' (FROM TARGET SIMULATION)

0

1960 1970 1980 1990 2000

U.5. DEPARTMENT OF AGRICULTURE NEG. ER5 8569-71 (11}  ECONOMIC RESEARCH SERVICE

FIGURE 2
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EMPLOYMENT PER THOUSAND PERSONS
FROM ALTERNATIVE SIMULATION RUNS

THOUS. OF PERSONS |
Urban

420 {FROM TREND SIMULATION) -
v”<\
7 ]
400 -, Rural
(FROM TARGET SIMULATION)
III‘IIII!‘III\M |lIIIlIII:J
380 — T py
” ||\”“”‘“
1 g ‘““l““‘
360 A (Fkogum' .
e INCREASE
“““‘““““ \ PRODUCTIVITY SIMULATION)
340 e Rural
ot (FROM TREND SIMULATION)
320 - :
i R o I [P e L/\M_A
1960 1970 1980 1990 2000
US DEPARTMENT OF AGRICULTURE NEG ERS 8568-71¢11) ECONOMIC RESEARCH SERVICE

FIGURE 3

A second indication of the target run is that continual overt efforts must
be made to maintain the rate of gain in output per person in rural areas above
that in urban areas. This effort includes upgrading the quality of the labor
force in rural areas as well as that of the jobs there.

Thirdly, policymakers need not look askance at some moderate reduction in
the natural rate of increase in the population of rural areas, although overt
efforts to make this a major objective of development policies appear counter-
productive. Stopping outmigration as a natural complement to the developwent
policies discussed might be considered desirable; but employing overt migration
policies to achieve development ends appears unwarranted and ineffectual.
Stopping outmigration may be a wortby 2nd of rural development policies, but
it is not an efficient means. In short, a comprehensive development plan
would emphasize aggregate demand and productivity factors and minimize the
use of direct demographic policies to help redistribute a portion of the
population to achieve the overall development goals.
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Table 10.~--Absolute changes from expected trend, assuming various alternative

policy actions for 3 selected years 1/

»
Policy action Population Employment : Income
and year * u.s. * Rural ¢ yrban * U.S : Ruralf Urban * U.S. * Rural Urban
: Thousands - Million dollars------~
Stop rural out-
migration: :
1980......... vesesl 0 2,903 -2,903 -60 96 -155 -784 982 ~1,760b
1990, 00ennennnnss? 0 5,830 -5,830 -238 399 -636 -3,606 5,462 ~9,069
2000, c000000ns vessd 0 8,502 -8,502 =507 88 -1,394 -8,660 16,250 -24,910
Double rural out- :
migration: H
1980.....00000... : 0 -2,568 2,568 55 -89 144 727 -911 1,638
1990....000000enst 0 ~4,612 4,612 202 =341 544 3,075 -4,673 7,748
20000 cc00eavossenss 0 -6,103 6,103 401 =706 1,108 6,848 -12,9%6 19,794
Reduce rural birth
rate: :
1980 ¢e0voccscnsss : =1,649 -1,590 ~59 =54 ~52 -2 =552 -531 =22
1990. cveeieeccnnn : =3,645 3,400 =246 =241 =223 -17 -=3,301 -3,053 -248
2000....... cessens : -6,061 -5,503 =553 -583 -523 - =59 -10,649 -9,583 -1,066
Increase rural
birth rate:
1980......... esesel 1,679 1,620 59 54 53 2 559 536 23
1990....00000eeennss 3,781 3,539 241 246 229 18 3,378 3,130 248
2000, .00 00ennnsess 6,401 5,864 537 604 545 59 11,027 9,982 1,045
Expand rural aggre- :
gate demand for
workers:
1980......... eeeet 0 1,016 -1,016 2,264 2,314 -50 23,119 23,683 =564
1990.....000000nn.nt 0 2,520 -2,520 4,438 4,678 -239 60,632 64,046 -3,414
2000....... Geseenst 0 4,466 -4,466 6,586 7,194 -608 120,883 131,743 -10,860
Raise productivity
of rural labor
force:
1980..c00ceeeennass 0 112 =112 =2 2 -3 9,110 9,149 -39
1990........... Vool 0 589 -589 =14 23 -37 27,876 28,4G6 =530
2000, 000000 e0snsat 0 1,694 -1,694 =57 97 =153 63,658 66,403 -=2,745
Target income and
employment: :
1980...c000ceennns : 0 2,902 -2,902 1,770 2,701 ~930 14,218 24,802 -10,584
1990...... P o2 0 5,830 -5,830 3,450 5,628 -2,178 36,826 67,887 -31,060
2000... PR 0 8,502 -8,502 5,094 8,803 -3,709 73,124 139,428 -66,304

1/ Difference may not concur because of rounding.
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APPENDIX

This report utilizes data that are available on a county basis to build
the rural and urban sectors. Four different approaches were tested in allo-
cating the 3,136 counties of the United States into either a rural or an urban
delineation. In some of the delineations, places that seem fairly rural in
character fall in the urban category; the opposite occurs in other delineations.
The major advantages, limitations, and rationale behind each of the four
approaches are discussed briefly below. Then a comparison is made of the
simulation results ohtained from each delineation. Each delineation leads to
the same general conclusions about the rural-urban prospects for population,
income, and employment.

I. Standard Metropolitan Statistical Areas

The Office of Management and Rudget has designated certain counties (or,
in the case of New England, towns) as Standard Metropolitan Statistical Areas
(SMSA's). Ar SMSA must contain at least one central city of at least 50,000
inhabitants. The SMSA will then include the county in which this central city
is located, plus adjacent counties found to be metropolitan in character and
economically and socially integrated with the county of the central city. The
Bureau of the Census has applied the same definition to New England counties
to form Metropolitan State Economic Areas (MESA's). Applying both of these
designations to the 3,18% U.S. counties identifies 15 percent as metropolitan
in character and 85 percent as rural in character.

An advantage of this SMSA/non-SMSA delineation is that it is becoming
increasingly popular in the rural development literature, probably because a
considerable amount of economic and social data are published on an SMSA/non-
SMSA basis. Also, this delineation is based on fairly stable county lines, in
contrast to changing city boundaries used in the conventional census definition
of urban,

A major shortcoming of this delineation is that counties adjacent to or
near the county with the central city and not metropolitan in character are
not included in the SMSA. Frequently, however, such nearby counties may be
an integral part of the central city's larger functional trading and commuting
network. People may cross county lines to work, shop, go to school, obtain
health care, and find recreation.

II. Urban Orientation of Counties

A two-dimensional criterion was used by Bluestone for identifying the
urban orientation of counties for purnn-as of area development analysis.l/
According to Bluestone, a county's ur orientation is reflected in the

1/ Bluestone, Herman. Focus for Area Development Analysis: Urban Orienta-
tion of Counties, U.S. Dept. of Agr., Econ. Res. Serv., Agr. Econ. Rpt. 183,
May 1970, pp. 1-4.
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percentage of the county's population that lives in urbau places (primarily
places of 2,500 or more) as well as by the density of the population per square
mile. Bluestone allocated counties into six urban-orientation classes. How-
ever, for purposes of the present study, only two classcs are desired. Fol-
lowing Bluestone, we designate a county as urban in character when either

(a) at least 50 percent of the county's population live in urban places, or

(b) the density exceeds 100 persons per square mile, or (c) both. Applying
these designations to the 3,136 U.S. counties identifies 36 percent of the
counties as metropolitan in character and 64 percent as rural.

Advantages of using the urban orientation of individual counties to define
urban and rural sectors of the United States include: County units are well-
understood popularly; county lines are stable over time, which facilitates
future analyses; and the method of allocation has becen used elsewhere and is
easily understood.

Shortcomings to applying the urban-orientation code to build a two-sector
economy from counties include a variation of the criticism against the SMSA
delineation mentioned above. That is, functional economic trading and commuting
areas are broken up when counties containing central cities go into one sector
and outlying counties without central cities, but socially and economically
interdependent with central cities, go into the other. In addition, the
counties categorized as rural in Bluestone's delineation are very sparsely
populated--they contain a mere 17 percent of the U.S. population.

III. Urban Orientation of Multicounty Areas Based on Two Dimensions

In our third approach to a rural-urban delineation, we applied Bluestone's
two-dimensional criterion for county units to a multicounty breakdown of the
United States. This breakdown, which was developed by Nelson and Abel for the
purpose of area development analysis, aggregates the 3,136 U.S. counties into
482 multicounty basic economic research areas.2/ The areas are delineated on
the basis of population size of the urban center, commuting time to the center,
and factors of economic interdependence such as commuting and trading patterns.

A rualticounty area was designated as urban oriented when either (a) at
least 50 percent of the area's population live in urban places, or (b) the
area's density exceeds 100 persons per square mile, or (c) both. As a result,
273 multicounty areas were designated as urban oriented and 209 as rural
oriented.

To illustrate this approach: The Knoxville, Tennessee, multicounty area
had a population of about three-quarters of a million in 1970. Of these people,
47 percent lived in urban places according to the census definition. There
was an average of 97 persons per square mile. Hence, the Knoxville area is
classed as rural oriented according to Bluestone's percentage-urban and density

2/ Nelson, Karen M., and Abel, Fred H. Basic Economic Research Areas: A
Delineation and Prospects for Use. U.S. Dept. of Agr., Econ. Res. Serv., 1971,
unpublished manuscript.
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¢riteria. On the other hand, the Syracuse, New York, multicounty area, with

about the same total 1970 population as the Knoxville area, was 67 parcent

urban and had 213 persons per square mile; hence, it is classed as urban oriented,
Both central cities are Standard Metropolitan Statistical Areas. Howevef, the
Tennessee area, including the hinterland counties, is considered in this
delineation to be rural oriented, while the Syracuse area is considered urban
oriented.

| Advantages of using multicounty research areas instead of counties in

T delineating a rural and an urban sector is that counties that are tied together
economically and socially stay together for the analysis. That is, an entire
multicounty area, with its central city and its rural hinterland, is categorized
as either rural or urban.

A disadvantage of our third approach is that the multicounty areas are not
recognized by local residents and leaders as units for which economic policies
! are made and implemented. An additional disadvantage is that it puts 87 per-
cent of the U.S. population in the urban sector and only 13 percent in the
rural sector.

IV. Urban Orientation of Multicounty Areas Based on Cne Dimension

The fourth rural-urban delineation, and the one discussed in the body of
this report, is based on a modification of the delineation discussed immedi-
ately above. To overcome the weaknesses of the small size of the rural-
oriented sector resulting from that delineation, we considered using only the
percentage-urban dimension or only the density dimension.

With only the percentage-urban dimension, only nine multicounty areas
would be added to the rural sector, because most of the areas with over 100
people per square mile also have more than 50 percent of the population living
in urban places. On the other hand, using only the density dimension reclas-
sifies 174 multicounty areas from urban to rural. This procedure results in
99 areas being categorized as urban oriented and 383 as rural oriented. The
delineration used in the body of this report is the latter one in which a
multicounty area is classed as rural or urban oriented according to whether

the density of the area is less than or greater than 100 persons per square
mile.

An advantage of this delineation is that the rural-oriented sector now
contains 37 percent of the U.S. population, only moderately more than the 30
percent living outside SMSA's. Also, since it is still based on nulticounty
areas, the units are relatively closed with respect to work and trade.

A disadvantage is that some highly urban centers end up in the rural-
oriented sector. For example, the multicounty area containing Denver is 89
percent urban, but with its vast, sparsely populated hinterland, has only 82
people per square mile. Hence, the Denver area is classified as rural oriented
because of the extremely rural character of its hinterland, even though its

25

ERIC

Aruitoxt provided by Eic:




central city is recognized as highly metropoliian in character, ranking 27th
among all of the SMSA's in 1970 population. The delineation also has the same
disadvantage mentioned above for multicounty areas: The multicounty areas are
not units for which economic policies are made and implemented.

A Synopsis of Simulation Results From
the Alternative Delineations

For each delineation, the nine structural parameters estimated from the
1960-70 data were about the same value. In particular, the income productivity
coefficient for the rural sector, b,, averaged .0325, and that for the urban
sector, b,, averaged .0232. The demand-for-labor coefficient for the rural
sector of each delineation averaged .006, while that for the urban sector
averaged .012. The population-growth parameters were, by definition, set equal
to each other for the rural an? urban sectors in all four delineations. This
value was set at the national : mnual rate for 1960-70 or cp =€y = 1.26.

Because of the similarities i. the parameter values, basic tren%s in population,
income, and employment exhibited the same general patterns over the decades.

The following is a summary of results obtained from simulations based on
the four rural-urban delineations. Tables in this appendix show the output
from: (1) The SMSA/non-SMSA approach, (2) the urban orientation of counties
approach, and (3) the approach based on urban orientation of multicounty areas,
where at least 50 percent of the area's population live in urban places, or
the density exceeds 100 persons per square mile, or both. Tables from the
fourth approach are in the body of this report. They are based on an urban
orientation of multicounty areas, applying only the density criterion of 100
persons per square mile.

Basic Trend

The basic-trend run for each delineation is shown in appendix tables A-1,
A-2, and A-3 and in text table 2. In all four cases, continued outmrigration
from the rural sector causes the proportion of the rural population to decline
slightly each year, with the larger percentage decrease occurring during the
earliest years of the simulation. However, shortly after the year 2000, the
direction of the migration flow reversed itself for all runms.

Income remained in almost constant proportions between the rural and urban
sectors as the total level vose during 1970~2000 for each of the four deline-
ations. Aggregate income gains due to expanding population and employment in
the urban sector were about matched by gains due to rising inccme and output
per worker in the rural sector in each instance. Inccme per capita continued
to be higher in the urban sector than in the rural sector throughout the
simulation for all four delineations.

The demand-for-labor coefficients in the urban sectors were found to be
almost double those in the rural sectors for all runs. Closing this gap is
shown in the sensitivity analysis below to be a most promising policy for rural

development.

26




L°698L2
1°2w2ee
« ntlgeLl
agTEeZnl
neL8g 11
h°h0le

I*6L2L

NvYgan

0 uoesg
2 hsSwn2
U 9481
LT6ratl
1*¢886
L"992¢

STEnES

Ivdny

0*<1Zee
L°S8822
8°L26L1
6759500l
3°3L601
S*3L58

£°o999

V101

33A07dH3 d3d 4WOINI

19gL 6192°
IShL"  bhs2*
10S.° 66w2°
hESLT  99n2°
SSSL° She2°
99SL° 4gn2°
99SL° nEw2*
Nvaan vany
ot
Lo0L~29ne
ugu92en®

o

LELL® £92¢°
£9YL°  Lnie”
enel®  24w¢”
SZhLs  SLse”
hodll® 9Tte”
L2iL* gis2*

£S69°  LwUE"

NYBYEN  valla

IN3WACTgH 3

-~NO1180d0Yd== === == == wemm

215L-  8w9z*
usge* o0e9et
642.° 1T1e2°
0o2L* voge-
" ueoLc usee®
L06%* f60f°
£129% tB25°
Ny gan IvdNag
HOILYINdOd

SSOILVY NOLLY MNJOI-iNIWAD 1dW]I

SSOILvY INIWNAQTIIWI-IWOINI
6°UYCY1  ZUNYW3IU INIWAO 1dKW3
SSINJIJ124300 NUILYGE9IH

0202-0961 ‘NOILVINITIC VSWS-NON/VSWS ‘SONIY¥L IVWION 3iI133M0¥d 40 S11iS3¥ G ILvIANIS—- "1=V 38Vl

2°¢dune
1*n000
£T0LLL
L0209
LS 31
1°tes¢

1*gle2

Nygan

£0é
hn9
nis
#LE
LEN
9ng

921

N

1 I T §

i 2°£6%6
0° 1969
$°690s
1° ng 9g
9°99s2

L8821

vany

0" 19L21

G* 1ase
6°0SSL
2°LSLs
1°sssn
L*192¢

9°1Ine

1v101

ViIdv) o3d 3WOIN]

£LSE s2te92l
SShZ U6GBGES
€491 594455
12T ¢s2oes
LSL  LLusSne
10s £82191

L2 ngesol

vgan Ivdny

(*7In%) IN0I NI

890Zn9n
5£6562¢
6g9t1gee
9991081
sisZoot
0£9299

0382¢h

Tvliol

(Nvg8aN) L829220°
INvgaf) nS¥g210°
(Nv8aM Gl es2eto-

2°29n 8L Y 2°9¢%h 2ste-- e~ ooz
0°6nn 6°LLE 0°Ggn iGn0" 9% atoe
Zrotn 6°0%g 212w funl”* £61 ogue
[Pl ¥4 ) 2cLes 20l 6log* s32 0661
L 80w L°L9¢ LT46¢ lLus - (3% Cyol
h°268 27§58 £°08E £CE8S”° 99¢ 0Let
h°gLE [ a3 14 S*39t Ter9° SsLt 0961l

IN3IJ¥IX °*NOHL

Nydan Ivany wi0L NYGUN -0 L1-WANY  Yv3A
“a0d 0001 ¥3d LNIWAOIIWI WILva9IW
6£28¢1l  oblsSLt 8SL99l enniLZ wlLZOT 8Sw6LE 0202
602011 g£6.£% £0GnHt 9LnsSeZ b6lme 968wEE ULIODZ
£96£6 6l s0¢ 28 whel nEnsiZ 2gflus 995562 0002

9t hbL hs5e2 16901 Y0848l LWLkl SS%092 0661

81593 108n2 61tl6 L2231 Lome9 122082 ouel
690ss 9622 sd¢eLe CLEUnl 258c9 »81x02 0L61
En6nn S6961 6969 #L5021 Ewb8S £286L1 D961
Nvgan Tvany Tviud Nyian Tva Y V104  ov3A

("NUOH L) INIAAD TWd 3 (UHLINOI LY WAl a

I =5av3A 30 o3GWAON
(IvaNadrLt22LE0" =34Va HLNOYY 3IWOINI
1IVINYINSTEY00° =INIWAOIIWI ad3 GNww3IQ 30 IN3IIII3430)
tlvanygloteseto- = 31lvo HLIAROYEY ~OI LS NJOd TVANLYN

27

O

Aruitoxt provided by Eic:

[E




Ss°L029e 9°<6alt 9°¢6162 LAE 94 P4 LAFYRTA 9+2se21 [ 11 ] 1°CLE 8°9¢n 42T9° -~ 92¢ - 0eoZ
2°t6£22 6°69992 gegLwZe $°5686 £°LLNG 6° 8586 6°Inn £°55¢8 1°0Ln Si0°* - Lh- otg2
stLLLLt £ L6801 1°12ee1 0°209¢ £°0869 8°05S5¢ 6°62y 6°LYL £°12n sulg* 21 oooe
(RS S ¥ 11 1°s6etl L2500t 16885 8°LLEY £°4SLS £°L1N [ 2t 3-11 £°01v S4LY* 622 0661
o*s0211 9°6696 s°LLe0l 9°6154 L°09nE 1°SSEw LA YL §°09¢ L°9%¢% [+ "1 B [ X4 gusl
L %681 L 8e89 §°9¢L58 6°9hog $°65£2 L°192¢ A3 1Y S°Set £ 0¥k £126° 61g 0L61
£°190¢L 9°LS8Y £°68%99 z2°1u92 8° 0@SI 9°1In2 £°99¢ 2°92¢ $°09¢ 3586 ° DEL 0961

) AN3DY3d “NOML

NYBYN Iveny Av101 L1 T} Avany Avi0L nvdan AvaNy Avi0L NesudN-G1-TvdNd 8¥3A
33A01dW3 83d IWOIN] ¥11d¥) 83d IHOINIL *d0d 0007 ¥3d INIWAOVdW3 NOTLvaOlw
L£98° £951° 6568° 1901° 9658 nOnl-" UZnblIn HINEST N6UREEN 6918nl  6ESLI 652991 LL1925 18c2S 85%6LE 0202
0698°* 0Isgt* 9L¥8° w211l° 0n98°* 09€1° L121£982 n2L1En 98QN62E 658,21 BRI LaUnnl 08E682Z $SS3b  966wEE 0102
S2L8°* SiL2%* 96¢L8° hDE1* 1299 6&L£1° n9lznel LEWnBZ 2091522 £ES6GT  £6681 9zZsnet slens2 1SLU% 946562 0LOZ
osL8- 0s21° opes* 00§I° 8558° 9nml- On6ETET ¥9LL8T1 20LTUST 20106 (3 €31 gloe0l 1£1€22 neuLs S$8U92 066%
§918° Sf21° s858°  2InL* FLIT A 11 & s§siL8L8 €£22521 r2s2001 SEneL n6821 62¢16 150wbl  ULeSE 122652 086l
nLL8c 9221 0988° OnS1°* S0£8°*  S691° 9L£198 £5218 629299 99£59 [¥31 8¢ s92¢¢L 08891 Enang #91202 0L61
siL8° 9221* 21€8* 9891° SE18°* S981° n9E6LE S662S 09525 82L£s  Uleol 6£4909 ZLBSeT  OSheE £2k6L1 U961
Rvgan Ivand  Nv8yN IVHENE  NYEEN  TvdENy NYGHN Ivyny Tvi01 NYd&EN Ivany V101 NYdan Tvand Ivi01 avia
meem e en e e «=NOI LU0dOYd ==~ = —mcm e mm e
IWO0INI INIWAO VdH 3 NOILVYINGOd €*1IW$) IW0IN] C*NGH L) ANIWAD Tdw3 € "(10H4 INOI LV INa0
GO08°*9102 =SOILvY NOILVYINAGI-LNIWAO TdW3 1y =bav3ia 340 a3GHAN
ubsSSILU® TS0I1vd ANIWAOTIWI-3IWOINI (NY8HN) 025£5£20° (RILLEIR I LI N 2i1¥a HINOUS JWOINI
00°wS8I1  =OUNYWIG LN3IWAOIdWI (NVBaMIBLTIZTTO" 1Iv8NY)20LE 000" =ANIJNAOTYINI 804 UNWM3C 30 IR3IIIIII3WI
JSAN412133300 NOILVEOIW (NYRuN) 0TL2S210° tIvenyrotLS210° T 31VH WAAOYY NOI LV Wd0d TWHNLYN

020Z- 0961 “NOILVINITIA SITLNNOD 40 NOLLVINIINO NVENN ‘SON3IUL WWEON ONILOIIr0¥d 40 S1INS3Y QILVINWIS--"Z-v d18vVL

28

O

Aruitoxt provided by Eic:

[E




6 huniZ
ZtIsnee
Ss*sneel
1°9¢0ul
£°9¥0 11
AL ATR:]

1°9¢69

NY3EN

6°fLubE
g uLe8?
S *Jbsude
G e 92hl
6°"uslitl
[T 1 ¥

£°I1LS

Ivany

0°1s562
£°v5622
n e¢96Ll
g bhlLhl
£°¢8601
§°9:158

£ 6899

viog

33A07dKW3 83d 3wWOIN]

hLEH*  9211°
268" gL01°
1968° 6£0L"
£8o8° L101°
9obs*® wgUL"
£006* (660°
$00b"  1660°
N¥gan  Tvyny
woani
gGLe9L9t
LyLe2Ly®

gi e nte

FLEL R P-T Kk}

O0ile” USwu®  1088°
6216° 1iwvu®  1898"
1106° 626L°  L068°
d6bod*  20U1°  Si88°
<lev  BBUL®  2088"
2148 well* 5698~
S6Yy* SUai°  8SSE-
LALY-T{NE K-1iT- LA AP-TH
-~NO1140d0#8d—~-=-=~=o==muum

NOT LY NG Od

SSOIL vy NOTLY INJOI~LINIWAO IdH 4

2501Lvy tN3WAOIIWI-INOOIN]
SUNYHIG INJIWACIOWS

SSINJID1434300 NOILYUIIam

0202-0961
‘SVIYV ALNNOD ILINW

L*i821
2°b886
h°6bSL
L4 3
9°15hh
STuLgg

6°4L S

Nvadn

L= 2gell
$* 2606
£°9L 12
6°£0¢2S
C 809§
[0 1 24

9° 2991

Ivany

§°99.21

1*Sa86
1°g5s¢e
1°8SLS
£°SS¢n
8° 192¢

9" 1182

110l

¥Y11d¥) a3dd 3WOUINI

£ 250620
b¥iEnG2
8anguLe
£ilonfl
€96 10b
545369

©92byf

Nygan

(°VIWd) INOSNL

SEisns
61LESE
e88l1g2
hELesS 1
h 19001
45099

96LEN

Ivang

66Zhngh
B8U6962¢%
Bb2esze
L6 10ST
Leszoct
£h9299

I ¥44 ]

Iviol

(NYBIN) 6O LBEZU"®
(Nvdan) S29g TTIG"

tNYBan) DI LS 2T 0"

2°£Sh

S*Oun

[ 14 ]

S°Sin

Ll L]

h°Saet

2°99¢

Nvadn
*d0d 0007 83d aNIWAOTIdMI

BneTst
S601tl
g2t
£6196
239¢1%
98089

90¢9s

Nydel

toeet
2iset
unsStt
so0u01
1€£66
0¥ lo

28 ng

Ivunyg

o°t0¢g
B*SES
W LbuE
8°h9t
1°09¢
1°9ng

2°92¢

Ivay

0505 91
L09€ nl
6L2n21
2003501
n6lle
192¢L e

6£9n3

Vil

CHUN L) INGWAD Tdbi 3

(IvanyINCo8nED "

(IvaNal60620n00°

(IveNalo1zS2iG"

‘VIY3L1YD Nv€d¥h ONv ALISN3IG H108 ONIsSN NOI1V3NIT3d
Z8h ‘SAN3YL IWWAON ONILI3PO¥d 40 $1INSIY QaLIVINWIS--"£-V 3748Vl

0°Stw
$*u2n
S°GLn
¥°600
$°96¢
£°06¢

$*09%

Wi01

9n6Lse
1£9202
192592
£usTge
9g9202
199491

ILnEsl

Nygdn

gcoez
groz
gooe
0661
0861l
a6

0961

Q20¢
atoe
uooe
0661
gge6l
0i6l

U9sel

£5i1°1- L0S~
Sygh* - 6.1~
L230G° [R¢
S%94%° (394
InsL” 80z
2ot 6° bhZ
9us 0° 1 692
iINsJ¥83 *NOML
Ny N -0 1-TvdNy  dv3a
NoTivaSln
4181} #4906 LE
w9cet b ¥VEE
Slief 398562
25§62 SSwLYZ
wsL2 12cig2
2592 Y31802
ISe52 £2€621
Tva iy Iviol

(SHUHLINDL LY Ma0 g

8VY3A

Iy =55v3A 30 33GWAN
zdiva HINOU9 3IHOIN]

SINIAAOTdW3 803 ONWIQ 30 4N3IDIS330D

11l¥0 HIAOB9 NOI LY WNJOd IVINLYN

29

Aruitoxt provided by Eic:

[E ©




Sensitivity Analysis

The alternative development policies discussed in the body of this report
were simulated for all four delineations. Results of the simulated policies
are discussed briefly below. Appendix tables A-4, A-5, and A-6 and text table
present a summary of the outputs as of the year 2000, with comparisons to the
1960 and 1970 initial conditions and to the year 2000 for the trend run.

Migration Effects.--Outmigration from the rural sector was analyzed under
two situations. First, the migration coefficient for each delineation was set
to zero, meaning no rural outmigration. As a result, the rural sector's popu-
lation increased considerably above trend by the year 2000. The consequences
for income and employment were about the same for each delineation. Total in-
come in the rural sector gained, but work force participation rates among rural
inhabitants dropped. An increase in per capita income in the urban sector
ranged from $114 to $268 at the expense of reduced per capita income in the
rural sector.

The second migration policy was a doubling of the migration coefficients.
For each delineation, this action resulted in, by the year 2000, a considerable
rise in per capita income and higher employment-population ratios in the rural
sector. Benefits to rural individuals from this policy are at the expense of
reduced total business activity in the rural sector. Also, employment per
1,000 persons is lower in the urban sector and income per capita there is
reduced.

Population Growth Rates.--Rural population growth rates were reduced from
1.26 to 1.06 for each delineation. The results of each run show a reduced
rural population by the year 2000 and a slight rise in rural per capita income.
A run with the rural population growth rate increased to 1.46 resulted in an
increase in total national income but a decrease in per capita income in both
the rural and urban sectors.

Labor Productivity Increases.--To assess the effects of increased labor
productivity on each delineation's rural sector, the rural labor productivity
coefficient, b,, was increased 10 percent. For all four delineations, results
indicate highe¥ rural per capita incomes and higher employment-population
ratios than in the trend run. Also, reversed rural outmigration begins 10 to
20 years earlier than trend, depending on the definition of rural.

Labor Demand Expansion.--The rural demand-for-labor coefficient, a,, was
made equal to that of the urban sector for all delineations. This meant an
almost doubling of the rural coefficients. "By the year 2000: Rural per capita
income exceeds urban per capita income; the gap between employment-population
ratios in the rural and urban sectors closes considerably; rural outmigration
is reversed at least 10 years earlier than trend; and total U.S. business
activity is up. The latter rise comes as a result of a considerable increase
in rural economic activity but is at the expense of a decline in the economic
activity of the urban sector.

Target Run.-~The target run sets two goals to be accomplished by the year
2000: (1) To raise rural per capita income so that it equals the trend
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Table A-4.--Summary projections of simulated alternative development
policies, SMSA/non-SMSA delineation, 1960-2000

Simulated : f Source:f Annual f f Income
alternatives ; Year  table | population : Migrants : per
-, No. 1/ © growth rate 2/ . : capita
f Rural f Urban f Rural to Urban f Rural f Urban
: : s--=-Percent~==—~=u- Thou., Pct. -------Dollars 3/~--~
Initial conditions.......... P1960 2 A : - - 375 .64 1,786 2,718
Initial conditions.......... 11970 ¢ A-1 LN 11 1.54 366 .58 2,567 3,573
Trend TUR. . veuineneonanans t 2000 ¢ A-1 : .81 1.44 193 24 6,961 7,770
3top rural outmigration..... 2000 ¢ - :1.25 1.26 0 0 6,296 8,038
Double rural outmigration 3 : :
inducements........0000en.. $ 2000 ¢ - 2.5 1.55 215 .29 7,451 7,632
Reduce rural birth rate..... :2000: - & .63 1.43 154 2207 7,264 7,789
Increase rural birth rate...® 2000 @ - :1.00 1.45 229 .27 6,669 7,752
Expand rural aggregate : :
demand for workerS......... ¢ 2000 @ - : 1,07 1.34 -39 -.05 8,112 7,930
Raise productivity of rural @ : :
labor force....oveeeeesessssd 2000 3 - ¢ .88 1.41 55 .07 7,486 7,818
Target TUN..evoveerenecnnns 22000 2 A-7 i 1,26 1.26 0 0 7,771 7,771
; ; ; Distribution of-~
. ; : Population f Employment f Income
: ; Rural f Urban f Rural f Urban f Rural f Urban
. s : Percent
Initial conditions........., J960 ; A-1 . 33 67 30 70 24 76
Initial conditions..... eeee: 1970, A1 . 31 69 29 n 24 76
Trend TUD cvvvnvnnenenennns : 2000 ; A-1 . 27 73 25 75 25 75
Stop rural outmigration...., 2000 :+ ~ . 31 49 25 75 26 74
Double rural outmigration ; : ;
inducements ...ccvvieenennn s 2000 . - s 25 75 24 76 24 76
Reduce rural birth rate....; 7000 ; - . 26 74 2% 76 25 75
Increase rural birth rate.., 2000 ; - . 28 72 25 75 25 75
Expand rural aggregate : : :
demand for workerseee-eeoes 2000 ; - 5 29 71 29 71 30 70
Raise productivity of rural: : :
labor force......eeeceeuvn s 2000 . - : 28 72 25 75 27 73
Target Tuneeeceeesenes veeee: 2000 ; A-7 ;31 69 31 69 31 69

1/ Refers to other tables in this report. 2/ Rates are annual average tates for 1970-2000, except for
row 2, where the rate is the 1960-70 average. Rates are adjusted to accommodate migration effects.
3/ Constant, 1970 dollars.
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Table A-5.--Summary projections of simulated alternative

development policies, urban orientation of counties

delineation, 1960-2000

N ; Source:; : ;
Simulated : s Table : Annual : H Income
¢ Year @ No. 1/ : population : Migrants : Per
alternatives : : 700 =1 ¢ growth rate 2/ : capita
: : “Rural © Urtan Rural to Urban . Rural . Urban
: : : 1
s : : Percent Thou. Pcte  =-=me- Dollars 3/----
Initial conditions.........: 1960 : A-2 : - - 330 .99 1,585 2,601
Initial conditions.........: 1970 : A-2 : .29 1.47 319 .93 2,360 3,446
Trend rUN.ceeecessescsnsssed 2000 & A=2 : .56 1.38 127 .31 6,980 7,642
Stop rural outmigration....: 2000 : - : 1.26 1.26 0 0 5,901 7,825
Double rural outmigration £ : :
inducements..oveeseseoeeest 2000 ¢ - L £ 1.45 83 .23 7,700 7,568
Reduce rural birth rate....: 2000 : - : .39 1.38 96 .25 7,283 7,655
Increase rural birth rate..: 2000 : - : .74 1.39 156 .36 6,686 7,629
Expand rural aggregate de- : : :
mand for workers..........: 2000 : - s 1.00 1. -79 -e17 8,237 7,762
Raise productivity of rural: : :
labor force..........ec..02 2000 : -~ : .67 1.26 9 .02 7,485 7,675
Target TUR.ceeecoeeceseas t 2000 ¢ A-8 : 1.20 1.26 0 0 7,642 7,642
> : Distribution of--
f f f Population f Employment f Income
f : f Rural Urban : Rural : Urban : Rural : Urban
: : : Percent
Initial conditions.........: 1960 : A-2 : 19 81 17 83 12 88
Initial conditions.........: 1970 : A-2 : 17 83 15 85 12 88
Trend TUN, .. vieeenneeereeesd 2000 ° A=2 : 14 86 22 88 13 87
Stop rural cutmigration...,.: 2000 : -~ : 17 83 13 87 13 87
Double rural outmigration 3 : :
inducements...c.ev0eeeeeest 2000 - : 12 88 12 88 12 88
Reduce rural birth rate....: 2000 : - : 13 g7 12 88 13 87
Increase rural birth rate..® 2000 : =~ : 14 86 12 88 14 86
Expand rural aggregate de- : : :
mand for workers..........i 2000 % - : 16 84 16 84 16 84
Raise productivity of rural: : :
1abor forCe€iceececeseenesss 2000 - : 14 86 12 88 14 86
Target TUN...oeveessoosssasst 2000 3 A-B 17 83 17 83 17 83
1/ Reiers to other tables in this report. g/ Rates are annual average rates for 1970~2000 except for row

2 “where the rate is the 1960-70 average.
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Table A-6.--Summary projections of simulated alternative
development policies, 482 multicounty areas, delineation using both density and urban criteria.1960-2000

: Source: @

| Simulated Annual Income
t dtemartves | Yo gble  pmlation g e
) z : Rural Urban : Rural to Urban Rural : Urban
| : : Percent Thou. Pet.  —m--- Dollars 3/---
Initial conditions  ,....... 1960 A-3 - - 269 1.04 1,668 2,537
Initial conditionS....ceoe..s 1970 1 A3 D .27 1.41 249 .94 2,401 3,377
;’9’ Trend run.....eeveescorneneny 2000 DA P66 1.34 17 .05 7,176 7,599
Stop rural outmigration..... : 2000 z - : 1.26 1.26 0 0 6,221 7,713
Double rural outmigration f f :
inducementsSe e eeeeecceassss ; 2000 ; - ; .34 1.38 -62 -.22 1,717 7,558
F Reduce rural birth rate...... 2000 | - P50 1.33 -5 -.02 7,471 7,610
Increase rural birth rate.... 2000 | - .83 1.% 41 12 6,879 7,589
Expand rural aggregate de- 3 .
mand for workers ....oeeoe. ; 2000 ; ~ ; 1.09 1.28 ~146 -.40 8,430 7,692
Raise productivity of rural i f
labor force................; 2000 ; - . .81 1.32 ~109 -.32 7,611 7,635
Target Tun eoveeeevceeeceens 2000 . A-9  1.26 1.26 0 0 7,600 7,600
Distribution of--
; ; ; Population :  Employment Income
; ; '  Rural z Urban : Rural Urban : Rural : Urban
H : [y
: z : Percent -
Initial conditions.......... . 1960 . A-3 . 14 86 13 87 10 90
Jnitial condition8.......... : 1970 : A~3 : 13 87 12 88 10 90
TrRd TUR-verrerrneneenennes D200 0 A3 . 1 89 9 91 10 90
Stop rural outmigration....., 2000 - 13 87 10 90 11 89
Double rural outmigration : : i
fnducmen®= ...i.eeeeneenn. . 2000 -, 10 90 9 91 10 90
Reduce rural birth rate.....z 2000 : - : 11 89 9 91 10 90
Increase rural birth rate.. : 2000 § - i 11 89 9 91 10 90
Expand rural aggregate de- ; ;
mand for workers...........: 2000 : - 12 88 12 88 13 87
Raise productivity of rural ; ) :
1abor fOrce...seeeeeeecececas 2000 - 11 89 9 91 11 89
TArget TUN...eeeeeeeeooconns : 2000 : A~9 13 87 13 87 13 87
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1/ Refers to other tables in this report. 2/
row 2, where the rate is the 1960-70 average.

Rates are annual average rates for 1970-2000 except for
Rates are adjusted to accommodate migration effects.
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projectio for the urban sector, and (2) to equalize employment-population
ratios within the two sectors. Parameters to achieve these objectives were
obtained by allowing the demand-for-labor and income productivity coefficients
to vary sufficiently to generate the per capita income and work participation
¢nstraints stated above. Population growth parame§gfs for both sectors were
held at the national rate. No outmigration occurs j&ﬂer these assumptions.

The target runs are shown in appendix tables A-7, A-8, and A-9 and in
text table 9. For each target run, the major impact on the coefficient adjust-
ment process occurs on the rural de-iand-for-labor coefficient, a,. The general
implication ot the output from each run is about the same--betweén 5 and 9
million additional rural jobs are needec by the year 2000, depending on the
definition of rural. This goal can be reached by a virtual doubling of the
capacity or the rural sector to create jobs for idle workers. Approximately
3 to 5 million of these jobs could come from a transfer of urban jobs to the
rural sector; however, a significant number of new jobs also must be created
if the stated goals are to be met in 30 years.
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