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ECONOMIC GROWTH AND CHANGE 

IN KENTUCKY, I 9 6 0 - I 9 7 0

Richard D. Carter and Janet S. D inkel

The State o f Kentucky, long considered rural and agrarian, has been experiencing a 

trend toward urbanization and increasing industrialization. More than ha lf the State's 

population is now  classified as urban; and, in the last decade, em ploym ent in manufacturing  

grew faster in Kentucky than in the United States. The changes in Kentucky's industrial 

composition have been broadly based and the State's dependence on industries such as 

mining and agriculture has decreased. Kentucky's agricultural base has also been changing, 

with increasing emphasis on the production o f  cattle.

A lthough growth in employment and income in the last decade was rapid, the major 

regions o f  the State were marked by widely d iffe ren t rates o f  growth. Levels o f  economic 

activ ity  also d iffered widely by region. For example, per capita income in the two major 

m etropolitan centers o f Louisville and Lexington was double the average in the eastern 
region o f  the State. This article compares changes in selected economic measures in 

Kentucky w ith the United States, as well as changes that occured w ith in  the State.

B y  va rious standards o f measurement— 

nonagricultural employment, personal income, and 

per capita income, the State o f Kentucky ex

perienced faster growth from  1960 to  1970 than 

the United States as a whole. This growth, 

however, was unevenly distributed w ith in  the 

State. In addition, the faster growth in per capita 

income, partly reflects a gain in population that 

was below the national average. Even though all o f 

the major regions o f the State experienced a 

marked increase in per capita income, the level 

varied w idely among the regions.

Kentucky contains centers o f industry as well 

as less developed areas. Most o f the economic 

growth in the last decade took place in the 

north-central region o f the State (see map). This 

area includes Kentucky's tw o largest 

cities—Louisville and Lexington, three counties 

that are a part o f Metropolitan Cincinnati, and the 

famed Bluegrass area. The eastern region o f the 

State, which includes the Appalachian coal fields, 

has been trad itiona lly  dependent upon mining. 

The development o f both agriculture and industry 

in this area has been quite lim ited. Western
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1 LOUISVILLE metropolitan area (Kentucky portion)
2 LEXINGTON metropolitan area
3 C INCINNATI metropolitan area (Kentucky portion)

Kentucky has been greatly influenced by 

agriculture, although it  also contains sizable 

deposits o f limestone and coal. In the last decade, 

this part o f the State experienced considerable 

growth in manufacturing. This article compares 

various measures o f economic development in 

Kentucky w ith  the United States and examines 

changes in these measures w ith in  the State . 1

EMPLOYMENT
In recent years, the diversification o f 

Kentucky's economy has had a major effect on 

employment w ith in  the State. Changes have taken 

place both in the composition o f employment and 

in its geographic pattern.

1 For purposes of this article, the State of Kentucky is 
divided into three major regions. These regions in turn, 
are based on U. S. Census classification of State economic 
areas that have similar economic and social characteristics. 
See 1970 Census of Population, Subject Reports, State 
Economic Areas, U. S. Bureau of Census.

Compositional Changes in Employment. Total 

nonagricultural wage and salary employment in 

Kentucky rose at an average annual rate o f 3.4 

percent from  1960 to 1970, compared to  an 

annual increase o f about 2.7 percent in the United 

States (see Table I). Manufacturing, the single 

largest source o f employment, has been accounting 

for a steadily increasing share o f employment in 

the State. In 1970, the 251,000 workers in 

manufacturing represented about 27 percent o f 

the to ta l nonagricultural payroll employment. 

Other major sources o f em ploym ent include 

wholesale and retail trade ( 2 0  percent), 

government (19 percent), and services (15 

percent). A lthough the State is known fo r its 

bituminous coal and other mineral deposits, 

mining accounted fo r on ly 3 percent o f its 

nonagricultural employment in 1970 (see Table 

ID.
The rapid expansion o f jobs in manufacturing is 

one o f the distinctive characteristics o f
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TABLE I

Nonagricultural Payroll Employment in Kentucky and the United States 
1960-1970
Thousands o f Persons

Kentucky United States

Source of Employment 1960 1970

Annual 
Rates of 
Change 1960 1970

Annual 
Rates of 
Change

Total nonagricultural employment 653.6 914.1 3.4% 54,234 70,664 2.7%
Mining 34.0 28.1 - 1 .9 712 622 - 1 .4

Bituminous coal and lignite mining 26.5 22.8 - 1 .5 169 139 - 2 .0
Contract construction 35.9 49.1 3.2 2,885 3,347 1.5
Manufacturing 171.6 251.0 3.9 16,796 19,393 1.5

Durable goods 85.0 134.5 4 .7 9,459 11,203 1.7
Lumber and wood products 9.9 9.3 - 0 .6 627 580 - 0 .8
Furniture and fixtures 5.4 6.7 2.2 383 460 1.9
Stone, clay and glass products 6.0 7.1 1.7 604 638 0.5
Primary metal industries 9.4 14.2 4.2 1,231 1,306 0.6
Blast furnace and basic steel 
products 7.4 8.5 1.6 651 629 -0 .4

Fabricated metal products 12.5 18.7 4.1 1,135 1,386 2.0
Machinery, except electrical 13.5 26.7 7.0 1,479 1,964 2.9
Electrical equipment & supplies 20.7 35.4 5.5 1,467 1,913 2.7
Transportation equipment 5.1 10.1 7.1 1,569 1,824 1.5

Nondurable goods 86.6 116.5 3.0 7,336 8,190 1.1
Food and kindred products 26.1 25.0 - 0 .4 1,790 1,796 0.1
Distilled liquor, except brandy 7.7 7.1 - 0 .8 n.a. n.a. n.a.
Tobacco manufacture 11.3 13.1 1.5 94 79 - 1 .8
Textile mill products 2.8 5.9 7.7 924 965 0.4
Apparel and other textile  
products 20.3 27.2 3.0 1,233 1,385 1.2

Paper and paper products 2.2 4.7 7.9 601 710 1.7
Printing and publishing 8.1 13.5 5.2 911 1,106 2.0
Chemicals and allied products 11.3 14.2 2.3 828 1,057 2.5
Petroleum, rubber, and 
plastic products 2.1 8.1 11.1 591 763 2.6

Leather and leather products 2.4 4 .8 7.2 363 329 - 1 .0
Transportation and public utilities 52.5 58.8 1.1 4,004 4,498 1.2
Wholesale and retail trade 139.8 180.9 2.6 11,391 14,950 2.8

Wholesale trade 29.6 40 .0 3.1 3,004 3,849 2.5
Retail trade 110.2 140.9 2.5 8,388 11,102 2.8

Finance, insurance, and real estate 25.0 35.0 3.4 2,669 3,679 3.3
Services 84.8 137.0 4.9 7,423 11,577 4.5
Government 110.1 174.2 4.7 8,353 12,597 4.2

Federal 30.1 42 .0 3.4 2,270 2,705 1.8
State and local government 79.9 132.2 5.2 6,083 9,819 5.0
State and local education 41 .8 76.2 6.2 2,816 5,156 6.2

n.a. Not available.

Source: U. S. Department of Labor
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TABLE II

Percent D istribution o f Nonagricultural 
Payroll Employment 
Kentucky and the United States 
1960-1970

Kentucky United States
l i it  1 p i o y i t  1 c  n t
Categories 1960 1970 1960 1970

Mining 5.2% 3.1% 1.3% 0.9%
Construction 5.5 5.4 5.3 4.7
Manufacturing 26.3 27.4 31.0 27.4
Transportation and

public utilities 8.0 6.4 7.4 6.4
Wholesale and

retail trade 21.4 19.8 21.0 21.2
Finance,insurance,

and real estate 3.8 3.8 4.9 5.2
Services 13.0 15.0 13.7 16.4
Government 16.8 19.1 15.4 17.8

Total 100.0% 100.0% 100.0% 100.0%

Source: U. S. Department of Labor

employment growth in Kentucky during the last 

decade. The growth rate o f manufacturing 

employment exceeded that o f the State's total 

nonagricultural payroll employment and was 

considerably higher than the growth o f 

manufacturing employment in the United 

States—fo r both durable and nondurable goods.

W ithin the manufacturing sector, gains in 

employment were relatively widespread and were 

most prom inent in the durable goods 

industries—particularly those associated w ith  

household appliances, office business equipment, 

transportation equipment (mainly trucks), primary 

metals, and fabricated metal products. Rapid 

increases in employment also took place in several 

nondurable goods industries during 1960-1970, 

including: textile  m ill products; paper and paper 

products; petroleum, rubber, and plastics; and 

leather and leather goods. On balance, however, 

employment in nondurable goods industries did 

not expand as rapidly as in durable goods

industries. W ith some exceptions, there appears to 

have been a sh ift in employment patterns in 

Kentucky from industries processing raw materials 

to industries producing intermediate goods and 

finished products. It is especially notew orthy that 

industries fo r which Kentucky is known—such as 

mining, tobacco, and distilled liquo r—either 

declined or showed a gain well below the rate o f 

growth fo r all manufacturing.

Employment in services2  and government in 

Kentucky also demonstrated above average growth 

during the 1960's when compared w ith  

Kentucky's total nonagricultural employment and 

w ith  national averages in these sectors (see Table 

I). Services, government and manufacturing have 

also commanded an increasing proportion  o f total 

nonagricultural employment in Kentucky since 

1960 (see Table II). In contrast, mining, 

construction, transportation, trade and finance 

experienced a decreasing share o f total 

employment.

As a source o f employment, agriculture has 

greater importance in Kentucky than in the United 

States as a whole. According to  the 1960 Census, 

agriculture accounted fo r over 14 percent o f 

Kentucky's total em ploym ent—more than double 

the national average. Over the last decade, 

however, gains in farm productiv ity and increased 

mechanization on farms have sharply reduced the 

demand fo r agricultural workers. In fact, 

agricultural employment in Kentucky dropped 

from 133,100 in 1960 to 73,700 in 1970. This 

decline, combined w ith  rapid growth in other

2
The service sector includes employment in such areas as 

business services, medical and legal professions, personal 
services (barbers, photography, etc.), hotels, auto and 
other repairs, amusements, non-teaching, non-government 
education, and non-profit organizations.
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TABLE III

Selected Measures of Growth 
Kentucky and United States 
1960-1970

Total Employment 
(Thousands of Persons)

Personal Income 
(Millions of Dollars)

Population 
(Thousands of Persons)

Per Capita Income

1960 1970

Annual 
Rates of 
Change 1960

Annual 
Rates of 

1970 Change 1960

Annual 
Rates of 

1970 Change 1960

Annual 
Rates of 

1970 Change

Kentucky

Eastern region 144 152 0.5% $ 658 $1,252 6.6% 667 612 -0 .8 % $ 987 $2 ,048 7.6%

North-central region 
Jefferson County

496 606 2.0 2,742 5,600 7.4 1,395 1,575 1.2 1,965 3,555 6.1

(Louisville SMSA) 
Fayette County

216 269 2.2 1,434 3,027 7.8 611 695 1.3 2,348 4,354 6.4

(Lexington SMSA) 
Campbell and

50 71 3.6 286 701 9.4 132 174 2.8 2,167 4,022 6.4

Kenton Counties* 75 81 0.8 390 587 4.2 208 218 0.5 1,881 2,693 3.7
Remainder o f region 153 185 1.9 631 1,286 7.4 445 488 0.9 1,420 2,635 6.4

Western region 296 339 1.4 1,380 2,866 7.6 976 1,032 0.6 1,413 2,778 7.0

T O T A L 936 1,097 1.6 4,780 9,720 7.4 3,038 3,219 0.6 1,573 3,020 6.7
United States 64 ,639 76,554 1.7 398,726 801,493 7.2 179,326 203,212 1.3 2 ,216 3,933 5.9

NOTE: Details may not add to totals because of rounding. Source of personal 
income data on this table is the Kentucky Department of Commerce; data 
differ slightly from  that shown on Table IV , which is based on U. S. 
Department of Commerce reports.

* The Bureau of the Census definition of state economic areas used in this Table 
includes Campbell and Kenton Counties as a separate region. However, the 
Cincinnati Standard Metropolitan Statistical Area, as defined by the Office of 
Management and Budget, includes Campbell, Kenton, and Boone Counties, 
Kentucky.

Sources: U. S. Department of Commerce and Kentucky Department of 
Commerce

industries, reduced the proportion o f the State's 

total employment claimed by agriculture to less 

than 7 percent in 1970. Moreover, an im portant 

shift in the type o f farm ou tpu t has been occurring 

w ith in  the State's agriculture industry. For 

example, tobacco accounted for nearly 40 percent 

o f cash receipts from farm markets in 1959, but its 

share was down to  one-third in 1969. O utput o f 

cattle and calves, however, has been increasing and 

accounted fo r nearly 25 percent o f farm receipts

in 1969 compared to  20 percent in 1959.3

Geographic Patterns of Employment. Total 

employment growth in Kentucky during the 

1960-1970 period was unevenly distributed among 

the three major regions o f the State. The 

north-central region experienced the most rapid 

growth in total employment (2 . 0  percent average 

annual rate), w ith  most o f it concentrated in
3

Kentucky Agricultural Statistics, U. S. Department of 
Agriculture.
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Louisville and Lexington (Jefferson and Fayette 

counties, respectively; see Table I I I ) . 4  These 

centers were major beneficiaries o f the rapid 

expansion o f manufacturing employment in the 

State. As a result, the north-central region had the 

highest labor force participation rate and the 

lowest unemployment rate of the three regions, 

even though it did experience a decline in 

agricultural employment.

In the eastern region o f Kentucky, employment 

grew slowly between 1960-1970 (0.5 percent 

average annual rate); this presented a sharp 

contrast to  growth in the other regions o f the 

State. The eastern portion has been highly 

dependent upon mining, an industry which has 

experienced a long-term decline in employment. In 

addition, this area had the slowest growth in 

manufacturing o f any o f the three major regions in 

Kentucky. As a result, the unemployment rate has 

been much higher than in the other areas, and the 

labor force participation rate has been much 

lower.

Despite a loss o f over 30,000 agricultural jobs 

from 1960 to  1970, the western portion o f 

Kentucky maintained a growth rate in total 

employment (1.4 percent annual rate) tha t was 

close to  the average fo r the State (1.6 percent). 

The decline in the agricultural sector was more

4
Employment data in this section are based on Census of 

Population reports—the only available data source on 
geographic distribution. In addition to wage and salary 
employment in nonagricultural establishments, total 
employment includes proprietors, self-employed persons, 
and domestic servants. It should also be noted that, from  
1960 to 1970, total employment grew more slowly than 
nonagricultural employment both in the United States 
and in Kentucky, in large part because of the decline in 
agricultural employment. In addition, agriculture 
represents a larger share of employment in Kentucky than 
in the United States, and the effect of the decline on total 
employment in Kentucky was proportionately larger than 
in the United States.

than offset by an expansion in manufacturing and 

rapid growth in services, trade, and government. In 

fact, growth in manufacturing in this area has been 

nearly tw ice as fast as in the rapidly growing 

north-central region o f the State.

INCOME
The pattern o f growth and d istribu tion  o f 

income in Kentucky generally corresponded w ith  

the employment trends. For example, total 

personal income increased at a somewhat faster 

annual rate in Kentucky than in the United States 

between 1960 and 1970 (7.4 percent compared to 

7.2 percent).

Wages and salaries constitute the major source 

o f personal income in Kentucky and in the United 

States as a whole (see Table IV). W ith the 

exception o f manufacturing, the sources o f wage 

and salary income in Kentucky exhibited behavior 

similar to  the national averages. Wage and salary 

income from  manufacturing in Kentucky, 

however, increased as a percent o f to ta l personal 

income between 1960 and 1970, while the 

proportion decreased in the United States. This 

dichotom y reflects the strong growth in 

manufacturing employment in Kentucky relative 

to the nation. Income from wages and salaries in 

agriculture showed little  growth during the period 

under discussion, and actually decreased as a 

proportion o f total personal income.

Proprietors income—income o f owners o f 

businesses and farms—is the second most 

im portant source o f personal income in Kentucky. 

It also accounts fo r a larger share o f tota l personal 

income in Kentucky than in the nation. Primarily 

because o f a decline in the relative importance o f 

agriculture, proprietors income decreased slightly 

as a proportion o f the State's to ta l personal 

income from  1960 to 1970, although it  rose in 

absolute terms.
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Personal Income in Kentucky and the United States 
1960-1970

Kentucky

TABLE IV

United States

1960 1970 1960 1970

Source of Income

Millions
of

Dollars

Percent
of

Total

Millions
of

Dollars

Percent
of

Total

Billions
of

Dollars

Percent
of

Total

Billions
of

Dollars

Percent
of

Total

Total $4 ,702 100.0% $9,990 100.0% $400.0 100.0% $789.9 100.0%

Wages and salaries 2,997 63.7 6,463 64.7 269.1 67.3 536.7 67.2
Farms 40 0.9 47 0.5 3.0 0.8 3.2 0.4
Mining 149 3.2 240 2.4 3.8 1.0 5.8 0.7
Construction 171 3.6 423 4.2 15.6 3.9 32.3 4.0
Manufacturing 884 18.8 1,939 19.4 87.4 21.9 158.3 19.8
Trade 498 10.6 996 10.0 49.1 12.3 89.0 11.1
Finance, insurance, and
real estate 99 2.1 234 2.3 12.6 3.2 27.0 3.4

Transportation, communications.
and utilities 279 5.9 497 5.0 22.7 5.7 40.2 5.1

Services 270 5.7 671 6.7 28.2 7.1 69.7 8.7
Government 608 12.9 1,406 14.1 46.1 11.5 110.0 13.8

Other labor income 137 2.9 419 4.2 10.9 2.7 30.8 3.9

Proprietors income 723 15.4 1,134 11.4 48.2 12.1 66.9 8.4
Farm 305 6.5 424 4.2 12.0 3.0 15.9 2.0
Nonfarm 418 8.9 710 7.1 36.2 9.1 51.0 6.4

Property income 524 11.1 1,182 11.8 52.0 13.0 113.0 14.1

Transfer payments 436 9.3 1,132 11.3 29.0 7.3 79.6 10.0

Source: U. S. Department of Commerce

Each o f the three major economic regions in 

the State o f Kentucky shared in the growth o f 

personal income, although the western and 

north-central regions showed considerably stronger 

gains than in the east. Growth in income was most 

marked in the Lexington area.

POPULATION
One reflection o f the changes taking place in 

Kentucky has been the steady migration o f 

population from  rural to  urban areas. In 1970, 52 

percent o f the State's population was classified as 

urban. This sh ift toward urbanization is illustrated 

by the fact that nearly one-half o f the State's 

population increase during the 1960's occurred in

the tw o largest m etropolitan areas—Louisville and 

Lexington.

Between 1960 and 1970, Kentucky's 

population increased 0 . 6  percent annually—from 

3.0 m illion persons to 3.2 m illion—compared w ith  

a 1.3 percent annual gain fo r the United States. 

The principal reason fo r the slower growth rate o f 

Kentucky's population is the migration o f people 

to areas outside the State. During the last decade, 

the state experienced a net out-m igration o f more 

than 5 percent. The bulk o f this occurred in 

eastern Kentucky—particularly around the 

Appalachian coal mines—where population 

declined by 8  percent, w ith  many o f the region's 

counties marked by an out-m igration o f 1 0
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percent or more. Much o f this out-m igration can 

be traced to  the lack o f adequate economic 

opportunities in eastern Kentucky. For example, 

in 1970, the unemployment rate in this region was 

the highest in the State and almost tw ice that o f 

the north-central region.

PER CAPITA INCOME
A comm only used measure o f economic 

well-being—per capita income—improved markedly 

in Kentucky during the last decade. Kentucky's 

growth in per capita income exceeded tha t o f the 

United States, prim arily because o f the State's 

slower growth in population. Per capita income 

nearly doubled between 1960 and 1970 (from 

$1,523 to  $3,019) compared to  a 75 percent 

increase nationally. Despite the rapid increase, 

however, per capita income in Kentucky was still 

well below the level o f $3,933 fo r the United 

States in 1970 (see Table III) .

As was the case w ith  employment, changes in 

per capita income varied considerably among the 

three major economic regions o f the State. The 

eastern region experienced the fastest growth, but 

this growth was based more on a decline in 

population because o f lessening job opportunities 

than on growth in personal income. Western 

Kentucky, which experienced rapid growth in 

personal income but only average growth in 

population, had the second fastest rate o f growth

in per capita income o f the three regions.

A lthough per capita income in the north-central 

region grew somewhat less rapidly than in the 

other tw o regions, its population growth was the 

strongest in the State, and the level o f per capita 

income in 1970 was the highest. Moreover, in 

dollar amounts, the differentia l in per capita 

income between the north-central and the other 

two regions actually increased. For example, the 

level o f per capita income in the north-central 

region was about $2,000 in 1960, compared to 

about $1,000 in the eastern region. By 1970, per 

capita income reached $3,500 in the north-central 

region, compared to  $2 , 0 0 0  in the eastern portion 

o f the State. It should also be noted that per 

capita income in the Louisville and Lexington 

metropolitan areas has been considerably higher 

than the regional average and was about $4,000 

(approximately the national average) in 1970.

SUMMARY
The State o f Kentucky experienced more rapid 

economic growth in nonagricultural employment, 

personal income, and per capita income between 

1960 and 1970 than the United States. However, 

economic growth w ith in  the State varied w idely, 

and the disparity in per capita income between 

large m etropolitan centers—notably Louisville and 

Lexington—and the eastern region o f the State 

widened.

Additional copies of the ECONOMIC REVIEW may 
be obtained from the Research Department, Federal 
Reserve Bank of Cleveland, P. O. Box 6387, 
Cleveland, Ohio 44101. Permission is granted to 
reproduce any material in this publication providing 
credit is given.
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