Review ™

“DERAL RESERVE BANK OF ATLANTA NOVEMBER 1984

I“ducation and Southeastern
[:conomic Growth

N
w) =
. =% /

|

(=3 - : ‘ Z / SCIENCE
Lonilivei|ts ) TR
5t
== || © ° °
| == ‘ =
e bl ,

)

Q

I

A
\K(J

Special Issue

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



Digitized for F
http://fraser.st

President
Robert P. Forrestal
Sr. Vice President and
Director of Research
Sheila L. Tschinkel
Vice President and

Associate Director of Research

B. Frank King

Financial Institutions and Payments
David D. Whitehead, Research Officer
Larry D. Wall ~
Robert E Goudreau

National Economics
Robert E Keleher, Research Officer
Mary S. Rosenbaum
Joseph A Whitt, Jr.

Regional Economics.

Gene D. Sullivan, Research Offrcer
Charlie Carter
William J. Kahley ;

Bobbie H. McCrackin

Joel R Parker T

Database Management .
Pamela V. Whigham

Visiting Scholars

George J. Benston

University of Rochester
Gerald P. Dwyer

Emory University

Robert A. Eisenbeis :
University of North Carolina
John Hekman : :
University of North Carolina
Paul M. Horvitz
University of Houston

Peter Merrill o
Peter Merrill Associates

Communications Officer
Donald E. Bedwell

Public Information Director
Duane Kline

Publications Coordinator
Cynthia Walsh-Kloss

Graphics :
Eddie W. Lee, Jr.
Cheryl D. Berry

The Economic Review seeks to inform the public
about Federal Reserve policies and the economic

environment and, in particular, to narrow the gap

between specialists and concerned laymen. Views
expressed in the Economic Review arent necessarily
those of this Bank or the Federal Reserve System.
Material may be reprinted or abstracted if the Review
and author are credited Please provide the Banks
Research Department with a copy of any publication
containing reprinted material. Free subscriptions and
additional copies are availabie from the Information
Center, Federal Reserve Bank of Atlanta, P.O. Box
1731. Atlanta, Ga. 30301 (404/521-8788). Also con-
tact the information Center 1o receve Southeastern
Economic Insight, a free newsletter on economic
trends published by the Atlanta Fed twice a month:

RAS
OUISE§JO?§/17 i

Federal Resenive Bank of St. Louis

l PR,
L&

!

MM
NS0

Special Issue: |
Education and Southeastern j
Economic Growth

VOLUME LXIX, NO. 10




Overview

Education’s Contribution to
Productivity and
Economic Growth

Educational Inventory:
Where Does the
Southeast Stand?

FEDERAL RESERVE BANK OF ATLANTA

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis

Financing Education
in the Southeast

The Southeast’s
Occupational
Employment
Outlook

Selected
Bibliography



Overview
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Promoting stable growth is one of the most
important objectives of theFederal Reserve
System’s monetary policy, and productivity is an
important component of growth. The successful
conduct of monetary policy depends on a sound
understanding of current and projected pro-
ductivity and economic growth. Productivity is
the relationship of production inputs to outputs;
more specifically, it is the value of goods and
services produced per unit of labor, capital, or other
input. Productivity gains are a prominent source
of economic growth because they enable eco-
nomies to expand beyond what can be achieved
by merely increasing the quantity of labor and
capital inputs. Labor productivity, the most com-
monly used measure, is the ratio of output to
man-hours worked. However, changes in this
incomplete measure of productivity reflect not

onlyimprovements or declines in the quality and
efficiency of workers, but changes in the capital
stock with which laborers work.

The Federal Reserve Bank of Atlanta is partic-
ularly interested in the Sixth District's future
economy and the sources contributing to growth.
(That Districtincludes Alabama, Florida, Georgia,
and parts of Louisiana, Mississippi, and Tennessee.)
The Atlanta Fed's Research Department conducts
studies of productivity and economic growth.
For some time, the Bank's Research Department
has sought to identify, analyze, and publish its
findings about the sources of longer term growth
and change in the region. This continuing analysis
helps us better understand current developments
in the Southeast's economy and improve our
assessments of their implications for the future.

In the 1970s and early 1980s, productivity
failed to show the kind of improvement that has
characterized the U.S. economy for decades.
This lack of improvement was one of the causes
of poor economic performance, as evidenced by
the “stagflation” that we experienced. It was
thought that our capital stock was becoming
antiquated and that we were rigid in the way we
operated our nation’s factories—and, as a result,
that we were becoming less competitive in world
markets for manufactured goods. Many observers
concerned with the troubling performance cited
education as one explanatory factor. Their logic
was straightforward: education improves the
quality of future workers in a variety of ways, they
reasoned, enhancing their productivity.

Some critics pointed to declining standardized
test scores from the late 1960s forward as evi-
dence that our educational system has been
slipping. They argued that lower scores showed
that schools were failing to produce workers as
qualified as those who had entered the labor
force in earlier periods. Increased competition
from foreign countries, where the quality of
schooling appeared to be more rigorous or where
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the emphasis on science, mathematics, and tech-
nical subjects was relatively greater, reinforced
the view that America’s school system was a
factor in the nation’s slower economic growth
and waning productivity gains, and that changes
in the educational system were needed.

Numerous special reports by national, regional,
and state task forces, commissions, and specialists
(listed on page 58) added legitimacy to the view
that shortcomings in our school system contributed
to lagging economic growth. Despite their diverse
authorship and varying specific concerns, most
of these reports allege that the nation’s schools
are in serious trouble and in need of major
reform. The most widely known example of this
“need to improve” view is A Nation at Risk, the
final report of the Special Presidential Commission
on Education, published in 1983.

Policymakers in the Southeast were among the
first to become concerned about education and
its relation to economic growth. The Southeast
has long suffered a reputation for inferior edu-
cational institutions and, concomitantly, a work
force suited primarily for low-skill, low-wage
jobs. Notwithstanding this apparent shortage of
better educated workers, the region has grown
rapidly since World War Il. This expansion has
helped narrow the regional-national gap in per
capita personal incomes, from half the U.S. norm
in some southeastern states in the immediate
postwar period to an average of around 90
percent by the late 1970s. The region attracted
an in-migration of manufacturers and businesses
during this period because its less skilled work
force commanded lower wages.

In the past several years, however, accelerating
international trade has heightened competition
from low-wage foreign producers in many in-
dustries important to the region. The dollar's rise
in the foreign exchange market since 1980 has
further weakened markets for many products.
Southeastern localities increasingly have had to

vie with lower wage offshore sites in their bids to
attract manufacturers. In addition, the service
sector, which has been growing more rapidly in
the Southeast than nationally, has tended to
create jobs that pay lower wages than those in
the goods sector. Policymakers have thus looked
to advanced technology industries for growth
opportunities that could help offset job losses in
import-threatened industries such as textiles and
apparel. However, many believe this shift requires
an educational foundation that is lacking in most
areas of the region.

Numerous southeastern opinion leaders and
policymakers now believe that educational pol-
icies must be changed if regional states are to
continue progressing toward national income
norms. Several southeastern states already have
begun to enact programs designed to upgrade
the quality of their school systems. For example,
Tennessee has raised the state’s sales tax to fund
an incentive system geared to retaining and
rewarding high-quality teachers, and Mississippi
recently raised taxes to support a statewide
kindergarten program.

For a better understanding of the chief issues
in the education debate, the Atlanta Fed's Re-
search Department sponsored a symposium last
May. The participants, southeastern specialists
with an academic or policy interest in the eco-
nomics of education, addressed the symposium
topic, “Education and Southeastern Economic
Growth,” from their professional perspectives.'
This gathering helped staff members to identify
the numerous and complex issues that remain
unresolved.

As a result of this symposium and other research,
the department’s regional economists identified
four important topics, which are addressed as
separate contributions in this special issue:
(1) What is the relationship between education
and economic growth and productivity? (2) How
does the Southeast’s “inventory of human capital,”
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as measured by educational attainment levels,
literacy rates, and standardized test scores, com-
pare with that of other regions? (3) Does the
financing of education in the Southeast differ
significantly from the rest of the nation, and, if so,
what does that imply for the region’s capacity to
alterits educational system to enhance worker
productivity and regional growth? (4) Finally,
does the Southeast’s educational system seem
adequate to prepare its work force for the jobs of
the 1990s and beyond?

These topics were chosen for research because
they formed a logical progression of questions
important to policymakers and voters, and to-
getherappeared to cover the critical issues in the
current debate. The research was conducted
primarily to provide a broad, updated regional
perspective rather than to advance the theo-
retical understanding of the relationship of edu-
cation to productivity and growth. Nonetheless,
by identifying aspects of the linkage that need to
be understood better, we believe that our contri-
butions do enhance appreciation of the overall
relationship.

This special issue could not, of course, treat all
of the aspects of the current debate over education
and regional or national economic growth. The
intentionally broad topics addressed here ex-
clude some subjects, such as the proper role of
vocational education. They also omit certain
important social policy questions, such as whether
additional spending on education would pro-
mote equality of opportunity, or to what extent
racial discrimination has contributed to the region’s
lagging educational performance or to lingering
differences in black-white education levels. More-
over, the authors have not attempted to prescribe
how schools might move toward greater efficiency
or quality. Such vital questions as how smaller
class size, higher per pupil expenditures, or
better trained teachers might improve student
performance and subsequently raise worker pro-
ductivity seem better left to educators, psycholo-
gists, and other specialists.

The findings presented in these articles are
striking in that they contradict some widely held
popular views. In the first article, Bobbie
McCrackin surveys economic theory and em-
pirical research on the relationship of education
to productivity and growth. Her conclusion is that
economists and other social scientists investi-
gating this issue for nearly three decades have by
no means reached a consensus that an increase
in years of schooling contributes substantially to
productivity and growth. Although economists

6

are not ready to reject investments in schooling
as worthwhile, extensive research has revealed—
but not resolved—complexities and fundamental
methodological problems. Many factors other
than education, including parent income and
social status, personal ability, race, and sex, also
are related to differences in income. Moreover,
these social and psychological factors interact
with education in such a way that better-endowed
students seem able to use schooling experience
more effectively to achieve higher subsequent
earnings. Furthermore, economists have been
unable to determine what portion of education’s
contribution to aggregate productivity is due to
substantive improvements in job-related skills
derived from formal schooling and what portion
is attributable to the more efficient allocation of
manpower that schooling produces. Such unre-
solved questions call for further research and
suggest caution on the part of policymakers
considering increasing public investment in educ-
ation because they assume that such expendi-
tures are causally related to economic growth.

In the second article, Gene Wilson and Gene
Sullivan conduct an “inventory” of the South-
east’s “human capital assets.” They find that the
educational level of the Southeast’s population,
traditionally lower than the rest of the country, is
catching up with levels of other regions, thanks
to sharp local gains in years of formal schooling
and rapid in-migration of better educated resi-
dents in recent decades. Moreover, a careful
analysis of the generation of students now entering
the work force indicates that the amount of
schooling they have acquired is virtually the
same as for those in other parts of the country.
Analysis further shows that the region’s edu-
cational infrastructure (teachers and schools) has
converged toward national norms. Whether quak
ity also is approaching parity is difficult to measure
because consistent data for gauging differences
between states in this region and the nation are
lacking. As older workers retire and are replaced
by the better educated younger generation, and
as people of above-average educational levels
are attracted from other areas, the Southeast’s
labor force should grow increasingly competitive
with that of other regions.

In the third article, Bobbie McCrackin and
Gene Sullivan find several contrasts between the
financing of education in the Southeast and in
other regions. Regional and national increases in
per pupil expenditures in the last decade have
run only moderately ahead of the rate of inflation,
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and progress in closing the gap between regional
and national spending has been slight The authors
examined several economic explanations that
might account for this disparity in spending.
The regional factors include inflexible funding
mechanisms in some southeastern states, rapidly
rising educational costs, relatively large school
age populations, and lower personal incomes. In
some respects the Southeast’s financial burden
clearly is heavier, constraining the region from
moving more rapidly toward national educational
spending patterns. Nonetheless, the evidence
does not rule out the possibility that lower
spending simply reflects less demand for education
in the Southeast. However, growing demands
for higher educational quality, revised methods of
generating educational revenue, and the likeli-
hood that pressures for capital expansion will
ease as student enrollments decline all brighten
prospects for increased financing in the years
ahead.

In the final article, William Kahley assesses the
capacity of the Southeast’s education system to
prepare the region’s residents for the jobs of the
future. He concludes that it exhibits no serious
shortcomings in this respect since the Southeast's
education system has proven adequate in recent
decades to accommodate a higher- than-national
average growth rate, and since no sharp change
in labor market demand seems likely. Occupational
employment changes expected in both the nation
and the Southeast in the next 10 years are similar
to changes that have occurred over the past few
decades. Many fast-growing occupations will
demand a college education or specialized training,
but numerous jobs also are expected to be
created that will require only a high school
diploma. Although the region’s jobs will grow
faster than nationally, a continuing in-migration
of workers educated elsewhere will narrow the
gap between the educational level and quality of
the region’s work force and that of the nation.
Some evidence exists that workers in the South-
east will require less formal education than
nationally because of disparities in the mix of
industry and occupational growth. However, the
average wage rate of new workers in the region is
likely to continue moving toward the national
norm, helping its income level to rise toward the
national level.

Any economic analysis of education entails
several limitations and problems of which the
reader should be aware. First, education, to a
greater extent than many public programs, has
social benefits that economists are not equipped
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to measure in their calculations of comparative
returns on expenditures. For instance, they can-
not place a dollar value on such beneficial effects
as the civic virtues and social stability of a better
educated electorate or the enhanced cultural
level of a people with an average of, say, twelve
rather than eight years of formal schooling. In this
respect, schools are similar to parks: the value of
the recreation, tranquility, and beauty derived by
current and future generations cannot be de-
termined economically.

Second, even if economists consider only the
measurable economic effects of schooling, pro-
ductivity is difficult to gauge. Consequently,
most researchers are forced to rely on income as
a surrogate for productivity on the assumption
that earnings differences reflect productivity dif-
ferences in competitive markets. Although this
assumption is theoretically sound, various market
imperfections render it unrealistic in the con-
temporary mixed economy of the United States
and most developed countries. In many cases,
incomes are much lower than the true produc-
tivity involved in the job being performed: the
lower salaries of many key public officials exem-
plify this phenomenon.

Another problem involves the geographic scope
of policymakers. Policy decisions on education
typically are made at the state and local level, but
labor markets, especially for jobs requiring ad-
vanced training or education, are national. Given
reasonably competitive markets, labor is mobile
and seeks the best opportunities regardless of
local educational opportunities. Expanding the
infrastructure of higher education in one state
makes no sense, for example, if there is excess
college and university capacity nationwide.When
the purpose of education becomes focused on
improving aggregate regional productivity, there-
fore, policymakers need to take national labor
force characteristics into account.

Having raised these caveats, we hope that
readers of this special issue of our Review will
find its contents both useful and thought-pro-
voking.

'Symposium participants included Clarence Jung, professor of economics
at the University of Richmond's E. Claiborne Robins School of Business;
Elchanan Cohn, professor of economics at the University of South
Carolina and editor of the Economics of Education Review; Eva Galambos,
research associate, Southern Regional Education Board; Howard Tuck-
man, distinguished professor of economics at Memphis State University;
Daniel Saks, professor of education policy and economics and senior
research associate in the Institute for Public Policy Studies at Peabody
College, Vanderbilt University; Ronald Bird, research director for the
Southeastern Regional Council for Educational Improvement; and Kern
Alexander, education policy coordinator for the Florida Governor's Office
of Planning and Budgeting, professor of education administration at the
University of Florida, and editor of the Journal of Educational Finance.
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Education’s Contribution to
Productivity and
Economic Growth

Bobbie McCrackin

As this review of relevant studies indicates,
social scientists have tried to clarify the
link between education and productivity for
several decades. In attempting to gauge
the social returns to education, their
studies ultimately seek to understand

how public funds can be

allocated most efficiently.

For nearly three decades, economists have studied
the extent to which education adds to worker
productivity at the microeconomic level and to
economic growth in the aggregate. This article
reviews the major theoretical and empirical con-
tributions to these issues as well as less familiar
works whose research and analysis are more
current. It discusses the arguments and policy
implications developed by leading scholars in this
field, weighs the empirical evidence, and identi-
fies areas for further research.

Studies in the late 1950s and early 1960s
suggested that the “externalities” of education
were significant. (An externality exists when an
economic activity has output, either good or bad,
for which those who are affected do not pay or
receive compensation. That is, the gains or losses
are external to the economic unit producing
them. Examples often cited are research and
pollution.) These discussions, as well as others
treated in this article, do not consider the non-
economic externalities of education which may
add to public welfare. For example, the cultural
environment of an educated society may be
better, and civic responsibilities may improve as
a result of widespread educational achievements.
Such research implicitly supported public policies
of increased expenditures for schooling. As sub-
sequent research has refined the methodologies
employed, the positive relationship between
education and productivity has come under
increasing challenge. One line of criticism main-
tains that the apparent relationship between
education and higher lifetime incomes is really
the result of greater ability or favorable family
characteristics. This challenge has far-reaching
policy implications because it suggests that in-
creased public spending for education is an

The author is a member of the Atlanta Fed's Research
Department.
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inequitable allocation of taxpayers’ money. Ac-
cording to this view, the chief beneficiaries were
those who, by virtue of their family’s higher
socioeconomic status or their own superior abilities,
are most likely to succeed without public fi-
nancial support of additional schooling.

Asecond important criticism stresses the inter-
action of demand and supply in determining
returns to investment in education. Proponents
of this view maintain that if demand for“educated”
workers fails to keep pace with supply, the rate of
return to additional education may fall over time.
In addition, if some segments of the labor market
are closed to certain groups like women and
blacks, increased investments in education will
not have the expected effect.

A third major criticism alleges that schooling
contributes minimally to productivity even though
additional years of schooling add to income. The
explanation given is that employers use education
as a means of screening job applicants: the
higher the level of education, the more likely is
an applicant to be a productive employee. This
criticism also implies that less rather than more
public support of education is desirable, especially
at the college level, since returns to education
accrue primarily to individuals, not to society.

This approach claims to mount a profound
challenge to human capital theory. However, the
criticism is based on a microeconomic analysis.
To the extent that screening results in a better
allocation of workers among occupations and
jobs, it may improve aggregate productivity and
output.

Economists have yet to reach a consensus
regarding the relationship between education
and productivity. The “screening hypothesis” is
difficult to test empirically and has not led to
outright rejection of the original hypothesis. Still,
an appreciation of the complexity of the relation-
ship has developed. Current economic research

FEDERAL RESERVE BANK OF ATLANTA

Digitized for FRASER
http://fraser.stlouisfed.org/

Federal Reserve Bank of St. Louis

thus suggests cautious expectations of returns to
increasing investment in education and a pre-
ference for specific rather than global policy
goals. Further research is needed specifying the
complexities of the relationship of education to
productivity and economic growth. In addition,
the regional dimensions of the relationship, such
as the extent to which underinvestment in edu-
cation retards economic development in a par-
ticular region, require more investigation, espe-
cially since state and local governments are
primarily responsible for educational admini-
stration and funding.

Classical and Neoclassical
Views of Education

The relationship between education and pro-
ductivity is part of a subset of economics known
as “economics of human capital.” Economists
have long recognized that certain factors such as
education, on-the-job training, migration, and
health care enhance worker productivity. Just as
technological advances improve physical capital,
education presumably increases cognitive skills
and thereby enables workers to perform more
efficiently. Although the term “human capital”
came into prominence in the 1960s, the concept
was recognized several centuries ago. From
the seventeenth to the nineteenth century, a
number of statisticians and public finance special-
ists tried to estimate the value of their nation’s
human capital as the basis for tax reforms or for
insurance purposes.’

Classical economists also acknowledged the
importance of human capital Adam Smith
discussed differences in training as the basis for
wage variations: just as investment in physical
capital increases the return to entrepreneurs,
he argued, so does the worker's investment in
training produce a return that may more than




cover the costs of acquiring those skills. Early
economists who emphasized the role of educa
tion in productivity gains include Nassau Senior
(1790-1864), Johann von Thunen (1783-1850),
J. B. Say (1767-1832), and ). S. Mill (1806-
1873). The concept of human capital, however,
was not thoroughly explored or advanced as a
major tenet of classical economics.? Even the
widespread practice of loosely incorporating
acquired skills into definitions of the capital
stock essentially ended with the neoclassical
economist Alfred Marshall (1842-1924). He
viewed the practice as unrealistic since humans
are not marketable in the same manner as
physical capital.

National Income Growth Accounting

After virtually disappearing economists’ in-
terest in human capital revived in the 1950s
because of an anomaly discovered in the study
of national income growth. Analyses of increasing
U.S. national income over the previous two
decades were unable to account for the volume
of growth in terms of expansion of the physical
capital and of the quantity of labor.® Economists
engaged in national income growth accounting
faced a puzzle: how could output rise faster
than the growth rate of input resources?

In attempting to account for this unexplained
residual of growth, economists began to shift
their focus from the quantity to the quality of
the labor force. They revised their basic con-
cept of the production function: national in-
come was to be construed not simply as a
function of capital and labor but as a function
of capital and the quality as well as the quantity
of labor. The higher levels of education that
workers had achieved relative to earlier periods,
they believed, could have increased produc
tivity through labors more efficient use of
capital. The leaders of this early research were
Theodore Schultz and Edward Denison, who,
working independently, both developed empiri-
cal estimates suggesting education’s substantial
contribution to growth. Denison’s research
concluded that education was responsible for
one-fifth of the economic growth between
1930 and 1957, which was double its contri-
bution from 1909 to 1929.% Schultz's estimates
were very close to Denison’s.

In addition to his early empirical work, Schultz
formulated the broad conceptual and theo-
retical foundations for a theory of human

10

capital® One of his most important contributions
was the concept of education as investment,
not merely consumption, as it was then viewed
by most economists. This break with the past
had farreaching implications. For example, it
implied a higher savings and investment rate
for the United States. National income ac
countants tally as investment only inventories,
machinery, factories, office buildings, and other
structures. (Although consumers’ durable goods
also are machines yielding a flow of returns,
they do not count as investment because they
make no further contribution to market pro-
duction.) Schultz conceded that some portion
of education consists of present consumption
but maintained that education is an act of
investment insofar as it contributes to future
productivity. He also noted that education in-
volves future consumption: in his view, better
educated individuals make wiser consumption
decisions in the future and, thus, indirectly affect
the economy positively.

Schultz also stressed the importance of in-
cluding opportunity costs in calculating returns
to education rather than merely estimating
direct costs and benefits. The practice of com-
puting the cost of earnings opportunities for-
gone while in school, he remarked, would
lower estimates of the return to education
substantially but would more accurately assess
the contribution of education.® Another con-
ceptual contribution by Schultz was the es-
tablishment of number of years of schooling as
a unit measure of education.”

Rate of Return to
Investment in Education

After the initial discovery of education’s poten-
tially large role in economic growth and the
development of a conceptual base for human
capital theory, empirical research on that theory
began to proliferate.?. However, the method of
research shifted away from the national income
growth accounting used by Denison and Schultz
to one centered on rates of return. One reason
for this shift was economists’ widespread disil-
lusionment with aggregate production functions.
Another was interest in testing and specifying
the relationship more thoroughly.

In addition, researchers sought to understand
the microeconomic relationship between edu-
cation and productivity better so that they
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might clarify the macroeconomic linkage be-
tween education and growth advanced by
Denison and Schultz. On the assumption that
in a market economy workers are paid their
marginal productivities and that education
enhances productivity by improving workers’
cognitive skills, most research used earnings or
income as a proxy for productivity. However,
some researchers probed the complexities of
the process by which education boosts pro-
ductivity and earnings.

Finally, the practical nature of this research
rendered return rates important: policymakers
must allocate scarce funds on a marginal basis.
For example, from the point of view of a state or
federal policymaker, it is less useful to know
how much variance in income is accounted for
by education than how much an incremental
expenditure for schooling will return in com-
parison with the amount allocated to improve
highways or airports. The pioneer in this effort
was Gary Becker, who in the early 1960s
developed estimates as well as extensive theo-
retical specifications of a rate of return model.®

At that time researchers generally agreed on
several findings.'® First, they concurred that
the rate of return was greater than or equal to
that of investment in physical capital, whose
rate of return was then held to be 10 percent.
Second, the rate of return declines with higher
levels of education. Third, the private rate of
return is higher than the social rate of return.
The private rate of return is based on direct
tuition costs incurred by the individual or his
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family and the opportunity costs of employment
forgone during the years spent in school. Social
costs also include those borne by the public
sector, such as tax-supported subsidies of edu-
cational institutions and student loans offered
at below-market rates. Fourth, rates of return
are fairly consistent from nation to nation,
although the return to education diminishes
with economic development; returns are higher
in less developed economies than in advanced
ones.

Schultz calculated that the rate of return to
elementary school is 35 percent while that to
high school is close to 11 percent.'’ The return
to elementary school is higher because the
opportunity cost of elementary school is low in
developed countries and because such costs
make up the lion’s share of the costs, according
to Schultz.

Despite generally declining returns to higher
levels of education, research indicated the
existence of a “credential effect,” by which
returns for completing a given level of education
added more to earnings than for completing
any year of study within that level. Jerry D.
Goodman calculated that although obtaining a
high school diploma had a surprisingly small
effect, graduation from college offered almost
seven times the return of a single year of
college.’? Although his model is quite simple
and the amount of variance explained is only
16 percent, his findings are supported by the
work of others.

Research by George Psacharopoulos exem-
plifies comparisons of social and private rates
of return. He estimated the private rate of
return to secondary schooling as 19-20 percent,
and its social rate of return as 11-14 percent.
His calculations indicated the private rate of
return to higher education is 14-15 percent,
whereas the social return to college is 10-11
percent.

The first systematic comparison of rates of
return in various countries was Psacharopoulos’
1973 investigation of 32 countries. His findings
were strengthened by his 1980 replication,
which corroborated most of his original results.
He concluded that in developing economies
the social rate of return to primary schooling is
27 percent, that to high school 16 percent, and
to higher education 13 percent. In developed
countries, the rates were 10 percent for sec-
ondary schooling and 9 percent for higher
education."
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Better Specification

As research into human capital theory con-
tinued to expand, economists produced more
complete specifications of the theoretical
model and subjected it to more rigorous tests.
Jacob Mincer refined and further specified the
linkage between education and growth through
his research into on-the-job training and its
contribution to higher productivity and earnings,
which he maintains is substantial. Mincer attri-
buted the rather weak 10 percent correlation
between education and income to the fact that
the return to education varies over workers’ life
cycles. At its maximum, he said, schooling has a
coefficient of determination of .33 and accounts
for one-fourth of the variance in earnings.'
This maximum occurs during the first decade
after entering the work force, when the effects
of education investment have depreciated the
least and the contribution made by experience is
minimal.

Some economists began to examine the
direct linkage between education and produc-
tivity to understand more precisely how edu-
cation adds to productivity and earnings. The
foundation for such research was established
in the mid-1960s by Richard Nelson and Edmund
Phelps, who argued that education’s chief value
might lie in its capacity to expedite the applica-
tion of technology.’® The role of schooling
they contended, was to enable workers and
managers or entrepreneurs to adapt to change.

Although subsequent researchers did not
test all ramifications of the Nelson-Phelps
hypothesis, several analyzed education’s im-
portance in fostering the application of tech-
nology by farmers. Using 1964 American census
data on farmers in four midwestern states,
George Fane analyzed sales per farm in relation
to education and other independent variables.
He found that more highly educated farmers
exhibit superior managerial efficiency; that is,
education enables farmers to produce more
with the same volume of resources.'® According
to Marlaine E. Lockheed's analysis of the relation-
ship of education to farm productivity in 18
low-income countries, farm productivity in-
creases 7.4 percent, on the average, as a result
of the completion of four additional years of
elementary education. Four to six years seemed
to be a threshold below which education has
little impact on productivity.'” Rati Ram found
the impact of education to be greater on farm
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operators than on farm laborers, presumably
because the former have more authority to
apply their knowledge.'® Most of these studies
used data on farmers in developing countries,
and so their empirical findings in support of the
Nelson-Phelps hypothesis cannot necessarily
be applied to the United States and other
developed economies.

A related approach to examining education-
productivity linkages has been through research
on vocational education. Since its curricula are
targeted more directly toward specific jobs,
some thought that vocational education could
have a stronger link to productivity than general
secondary or higher education. This extensive
body of research has not substantiated the
hypothesis. August C. Bolino and Noel D. Uri,
using sophisticated techniques, found only
weak evidence of productivity gains in manu-
facturing related to vocational education.'
Their results also proved to be inconsistent at
different points in time over the period tested,
1958-69. More recent research has produced
similar results, raising questions about the rela-
tionship between vocational education and
productivity.°

Another refinement to the human capital
model was the standardization of incomes
according to the number of hours worked.
Since jobs requiring advanced education tend
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to entail longer working hours, and concomi-
tantly the sacrifice of leisure time, calculating
returns in relation to hours worked seemed
important.2! Empirical tests showed that adjust-
ing for hours worked lowered the retum to
graduate and high school education from that
estimated by previous researchers.??

A final major refinement was the search for
better data sets allowing more detailed analyses
of critical linkages. Anita A Summers and Barbara
L Wolfe, reasoning that years of schooling may
be too crude a measure to determine the
impact of education, used a longitudinal sample
of Philadelphia students to assess the relation-
ship between various measures of school per-
formance and subsequent changes in cognitive
achievements. (A longitudinal sample provides
observations of a fixed population sample over
multiple time periods. A cross-sectional sample
does so only at a fixed point in time, and
thus infers changes over time by examining
differences between age groups, or “cohorts.”)
The authors’ sample offered information on a
variety of quality measures. Their results indi-
cated that differences in educational quality
were indeed a significant determinant of im-
proved achievement, as measured by perfor-
mance on standardized tests. Yet teachers
advanced degrees and higher test scores turned
out to be much less important than experience
in improving students’ achievement in most
subjects.??

Other research has extended Summers’ and
Wolfe's investigation of school quality and
student achievement linkages to the relationship
between achievement and subsequent earnings.
Paul Wachtel, for example, made a preliminary
investigation into the effects on subsequent
earnings of attending a higher quality college.**
Wachtel used college costs as a surrogate for
quality on the assumption that, if colleges
operate like efficient firms, cost differences
imply quality (productivity) differences. Using
this specification, he found a lower rate of
return than most research then had. Although
he cautioned readers regarding the applicability
of his specific rates of return because of possible
sample bias and the still rather crude measure
of quality differences, the implication of his
findings is that estimates that do not take
quality differences into account are biased,
and human capital policy based on such esti-
mates results in an overinvestment in education.
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Education vs. Ability, Personality,
and Family Background

As human capital research mushroomed and
replications failed to produce consistently posi-
tive results, some of the initial consensus regard-
ing educational investments eroded. Yet-scien-
tific theories may linger for years even though
empirical support is weak; they are rejected
only when alternatives arise that better account
for current scientific puzzles.?®

One such puzzle in the 1970s was income
distribution, which gained prominence over
earlier interest in growth and productivity gains.
As economists attempted to explain income
inequality at the same time they were specifying
the human capital model more precisely, con-
tradictions and criticisms grew more salient
Some researchers argued that the statistical
relationship between education and earnings
was spurious: they contended that factors o-
mitted from research, such as ability, family
background, and personality traits like ambition,
were actually responsible for higher earnings.
Fully specified equations that included these
variables would eliminate the effects of edu-
cation, they contended.

One of the most influential spokesmen for
this view was Christopher Jencks. His early
arguments and evidence implied that public
policies designed to decrease inequality through
educational investments would fail to achieve
their objective because education was strongly
correlated with such background factors as
socioeconomic status, native ability, race, gender,
and personality traits. By providing supplemen-
tary financial support to education, he believed,
public policy was further skewing income dis-
tribution by aiding those already most likely to
succeed economically.

Although Jencks' 1972 book was less rigorous
in its methodology than the work of many
human capital practitioners, it prompted a
significant response from other economists,
who began to estimate the amount of bias that
resulted when such factors were ignored. John
Hause's studies suggested that schooling and
ability interact, biasing estimates of the impor-
tance of education upward by 3-18 percent.?®
Paul Taubman and Terence Wales found that
exclusion of certain ability and personality
traits resulted in a 35 percent upward bias in
the estimated effect of higher education on
earnings. Controlling for ability, they calculated
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that the social and private rates of return were
essentially equal and less than that from investing
in physical capital.?’

B. F. Kiker and W. P. Liles tested for bias by
controlling sequentially not only for ability but
for motivational and behavioral traits. Using
longitudinal data drawn from a five-year panel
study of 3,200 respondents, they estimated
that the introduction of ability measures reduces
the impact of education by 13 percent; incor-
poration of personal traits such as risk avoidance,
sense of efficacy, trust, and mobility reduces
the coefficient of education by 27 percent.?®
Although ability by itself explained only a small
portion of variance in earnings, jointly the three
sets of variables—education, ability, and behav-
ioral traits—accounted for 50 percent of the
variance, a much higher percentage than that
of models linking education alone with earnings.

Although Jencks and his colleagues modified
their arguments somewhat after their more
sophisticated later replications produced less
dramatic results, they still concluded that edu-
cation per se is not the most efficient method
for achieving income equality or promoting
productivity gains. They employed 11 samples
and ran stepwise regressions to determine the
effect of education on income and occupational
status before and after introducing causally
prior independent variables into their equations.
(In stepwise regressions dependent variables
are either added to or subtracted from equations
singly and sequentially in an effort to determine
the independent magnitude of each variable)
According to the estimate derived from their
best sample, and holding ability and family
background constant, they calculated that edu
cation accounts for 20 percent of the variance in
income, while family background accounts for
22 percent. Personality traits and ability had a
much smaller impact?® They concluded that
education has a greater effect on occupational
status than on earnings, which suggests that the
effect of schooling on earnings works through
choice of occupation.

The most far-reaching critique deriving from
this “self-selection” hypothesis was formulated
by Samuel Bowles and Herbert Gintis. Their
empirical work, which is consistent with that of
Jencks and others, is less important than their
philosophical attack, which essentially main-
tained that schools serve as a mechanism for
perpetuating inequality.>® Education, they
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argue, most benefits those with higher socio-
economic status and ability. Moreover, rather
than contributing to productivity by transferring
cognitive skills, education merely fosters social
stability. It does so, they contended, by inculca
ting future workers with the skills needed for fac-
tory work—obedience to hierarchy and accep-
tance of sharp inequalities between incomes of
workers and managers or owners.?' They hold
that because success in school ostensibly is
based on meritocratic norms, whereby rewards
accrue to achievement rather than traits such
as class, race, or gender, individuals with lower
grades, test scores, and levels of education
come to believe their subsequent lower earnings
are fair. In reality, they reasoned, the students
most likely to succeed in school are those with
the greatest initial resources (ability, family
income, higher social status). The authors did
not strongly dispute the contribution of edu-
cation to growth. Instead, they argued that the
real issue is how much more growth could have
been achieved under an alternative system
that fosters creativity and autonomy rather
than conformity and obsequiousness.3?

Although Bowles’ and Gintis' critique stems
from their Marxian perspective, which most
human capital theorists reject, other economists
have confirmed that increased educational
investment has not achieved equity to the extent
expected. W. Lee Hansen found that the pro-
portion of lower-than-median income students
enrolled or planning to enroll in college relative
to that of above-median income students failed
to increase as expected from federal policies
from the early to the late 1970s.3% Furthermore,
Bowles' and Gintis' charges have sharpened
the debate about the process through which
schooling contributes to productivity.

One problem now recognized with many stud-
ies is due to a phenomenon known as “multicol
linearity.” When this occurs, variables specified
as causal tend to move together. As a result, it is
often not possible to isolate the impact of a
single variable on the results being studied.
Thus, in a statistical sense the explanatory
variables are not independent. If measures of
ability are highly correlated with measures of
education, we may not be able to tell which
factor explains differences in income among
individuals. Family background variables, such
as income or parents’ education, also might be
closely related to other variables in the equation.®*
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Another confounding factor relates to the
validity of the indicator used to measure ability.
Typically it is measured in a manner closely
related to schooling, for example, by achieve-
ment test scores. In fact, productivity-related
ability requisite to professional success may be
closer to motivation than to test-taking skills.
Some productivity studies have shown only a
weak correlation between test scores and
specific productivity-related tasks.*> Despite

shortcomings of research on the importance of
ability, personality, and family background in
determining education’s impact on productivity,
earnings, and growth, this challenge to human
capital theory remains important. It has tempered
the claims of even the most sanguine advocates
of investment in education as a means of
fostering economic growth.

Segmented Labor Markets

An offshoot of the debate over ascriptive
traits versus education in influencing produc-
tivity was derived from the theory of dual or
segmented labor markets. In the 1960s, econo-
mists noted the existence of dual economic
sectors in some developing economies. Some
proponents of human capital theory applied
this concept to advanced economies. If blacks
or women were effectively excluded from cer-
tain occupations or levels of advancement, either
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by protective legislation, self-exclusion, or dis-
crimination, then merely equalizing educational
investments would not overcome income dis-
parities. The lower incomes and occupational
status of blacks with the same educational level
as whites implicitly supported this hypothesis.®®
This critique has not gained popularity, but it
does point to another potential weakness of
human capital theory, particularly as the basis
for achieving equity goals.

Interaction of Supply and Demand

Another challenge to human capital theory
was presented by the sharp increases in the
labor force during the 1970s. The result of this
change was a mismatch of supply and demand
that forced many college-educated entrants to
the labor force to take jobs in lower status
occupations than normally associated with their
level of training. As a result, the measured
return to higher education began to fall. These
findings revealed an important methodological
shortcoming of most human capital research.
Despite advances in statistical methods, most
empirical studies consisted of single equation
models rather than equations that determine
results simultaneously. Notwithstanding the
large number of variables in some of these
equations, they were “reduced form equations,”
incorporating both supply and demand inter-
actions in an unspecified manner. Human capital
theory focuses on supply variables and implicitly
assumes that demand keeps pace with a higher
quality labor supply. Rapid expansion of the
labor force in the 1970s refocused attention on
the interaction of demand and supply as a
determinant of the rate of return to investment
in education.

Several researchers have provided indirect
evidence in support of demand-side factors. In
comparing skill and educational requirements
for over 200 occupations with the levels of
workers in such occupations, Ivar Berg found
that jobs were being filled by people with
greater educational qualifications than earlier.?’
Factory foremen typically held college degrees,
where previously this job had been filled by
promoting blue-collar workers from the shop
floor.

Employing a method similar to Berg's and
using large, more current Census Bureau samples,
Russell Rumberger concluded that the labor
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force had become increasingly overeducated
from 1960 to 1976. He estimated that in 1960
white males with some college education had
completed .69 more years of schooling than
needed for the jobs they held; by 1976, such
workers had .83 more years of schooling than
needed. In 1960 white males with a college
degree had 1.20 more years of schooling than
required and in 1976, 1.23.38

Using more recent data (1970-81), Anne
McDougall Young found that the supply of
college graduates still outstripped demand for
professional and technical jobs traditionally
filled by those holding bachelor's degrees. The
percentage of college graduates finding such
occupations declined from 67 to 54 percent
over the period; a larger proportion of college
graduates became blue-collar or service work-
ers.3® Concomitantly, the proportion of high

school graduates who found jobs as sales and
clerical workers fell by half during the 1970s as
competition from college graduates unable to
find professional and technical jobs increased.*®
Young attributed this decline to the entry of
the baby-boom cohort into the labor force and
predicted that, as those workers are absorbed,
supply will more closely match demand for
college-educated labor in the future.

One problem with the method used by Berg
and Rumberger is that it entails two distinct job
classifications, one used in the Census Bureau's
sampling of households to determine occupa-
tional and employment status, the other by the
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U.S. Employment Service, which categorizes
jobs according to qualifications. Thus, this
method has elements of subjectivity that cloud
the reliability of several indicators. Moreover,
occupational status is a less useful indicator
than earnings because the latter, in a competitive
market, may connote marginal productivity.

R. B. Freeman advanced the demand-side
criticism of human capital theory by comparing
returns to college training in 1969 and 1974.
He found that the wages of college-trained
workers, particularly new entrants to the labor
force, had fallen relative to high school graduates
over the period. The resultant drop in rates of
return was 2 to 4 percentage points.*' Freeman'’s
findings probably lack general validity because
they were based on a short time period during
which Vietnam War veterans were being ab-
sorbed into the labor force. However, Finis
Welch confirmed that cohort size affects the
age-earnings profile and the educational-
earnings relationship.#> Notwithstanding cer-
tain weaknesses of findings by Freeman, Young,
and Berg, they demonstrated the problems of
focusing exclusively on aspects of supply and
ignoring demand factors.

Screening Hypothesis

A serious challenge to human capital theory,
particularly the education-productivity linkage,
is termed the “screening” or “signaling hy-
pothesis.” Proponents of this approach con-
tend that education does not intrinsically en-
hance individual productivity. Rather, they say,
it serves as a filtering mechanism for employers
or as a signaling device for would-be employees.
Education, according to this perspective, serves
both parties as a symbol of potential productivity,
not as a vehicle for acquiring cognitive skills
relevant to more productive performance on
the job. Thus, the screening hypothesis shifts
attention to the interaction of supply and
demand, although its focus is at the micro-
economic level of the worker and the firm
rather than at the macroeconomic level empha-
sized by Berg, Freeman, and others.

The screening hypothesis downplays the
significance of education far more than the self-
selection hypothesis does. Most advocates of
the latter hold that education interacts with
other personal traits such as ability and socio-
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economic status in fostering individual produc-
tivity gains, not that education makes no con-
tribution to individual productivity. The screen-
ing hypothesis does not deny that individuals
ought to invest in education, since they stand
to reap the benefits of a job, but it suggests that
any social rate of return to investment in
education is due to the efficient distribution of
manpower it promotes by steering students to
the jobs where they have the greatest compara-
tive advantages. Advocates consider increased
or even continued public finance of education,
particularly at the postsecondary level, a sub-
optimal allocation of funds because they believe
schooling adds little to individuals’ on-the-job
performance beyond what they could offer by
virtue of their own abilities. Its high cost is not
justified by the efficiency gains that it reaps.
The screening hypothesis grew out of the
economic consideration of markets in which
uncertainty is a significant factor. The theo-
retical basis of the screening hypothesis was
most fully articulated by Michael A. Spence,
but Kenneth J. Arrow contributed to its con-
ceptual formulation.*®* Like Arrow, Spence
assumed, for the sake of developing his math-
ematical model, that there are two types of
labor, one with a marginal productivity of 1, the
other with a marginal productivity of 2. In the
absence of signaling, the employer has no way
of distinguishing the two types and, hence,
pays each one his expected marginal produc-
tivity, which is the same for everyone. This
situation is disadvantageous to those with a
marginal productivity of 2.4 Spence sought to
demonstrate mathematically that jobs may
have prerequisites that convey no essential
information and serve no significant function.*
Kenneth I. Wolpin devised a simple and
straightforward test of the screening hypothesis.
He contrasted educational levels of self-
employed workers with those of organizations’
employees. Presumably, the self-employed
would not need schooling to serve as a screening
device to obtain jobs. From a longitudinal
sample of 5,000 males, he selected individuals
who were self-employed during at least their
first and latest jobs over a 20-year period. He
compared their schooling and earnings with
those of a comparable group of nonprofes-
sional salaried employees and found that self-
employed respondents had .6 fewer years of
schooling than their control group counterparts.
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Since the difference in education was so slight,
he concluded that schooling serves only a
minor screening function. However, Wolpin
did not control for ability differences. This
omission is particularly’ important as self-
employed respondents scored slightly lower
on the intelligence test, and other research has
shown a correlation between ability and edu-
cational achievement. In addition, the self-
employed subset of 157 was considerably
smaller than the control group, which numbered
1.099.9¢

Others who have attempted to subject the
screening hypothesis to empirical verification
have produced mixed results. These results owe
in part to the complexity of the hypothesis, and
in part to the assumptions most researchers have
felt necessary to adopt in subjecting the hypo-
thesis to empirical scrutiny. Two of these

assumptions are that better educated workers
perceive their productivity to be lower (or are
uncertain about it) and they are risk-averse.
Thus, most tests of the screening hypothesis
are indirect, and conclusions rely heavily on
sometimes questionable inferences. Work by
Taubman and Wales and John Riley exemplies
these problems.47, 48

A variant of the screening hypothesis was
developed by Lester C. Thurow. Called the
“job competition model,” this version is based
on the assumption that employers minimize
costs by hiring the candidates with the lowest
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probable training costs. According to the job
competition model, most skills are learned
informally on the job.*® It contends that the
focal point of labor market competition is not
wages, as neoclassical economics maintains,
but rather entry-level positions that provide a
start up the promotional ladder. Wage differ-
entials and rates of increase vary according to
the career ladder on which a labor market
entrant begins. The labor market's chief purpose
is to allocate employees to training ladders so
employers can minimize training costs.
Thurow's explanation for the failure of in-
creased investment in education to reduce

income inequality is distinct from the approach
of Jencks, Bowles, and others. If wage competi-
tion followed the precepts of neoclassical eco-
nomics, then increasing numbers of college-
educated workers should lower wages for such
workers. Instead, college graduates increasingly
take jobs formerly held by high school graduates
because the focus of competition is the job
itself, not wages. The job candidate’s focus is
not on the entry-level salary but on the expected
lifetime incomes of various career tracks. This
trend lowers the average earnings of college
graduates in the aggregate but not the absolute
wage level of jobs requiring a college degree.
Thurow tested his model by comparing actual
income distribution patterns with those pre-
dicted by the job competition model, but, as
he acknowledged, the test is indirect and
capable of alternative interpretations.®®
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The screening hypothesis presents a serious
challenge to the alleged linkage between edu-
cation and productivity, although it does not
claim that education contributes nothing to
aggregate productivity. By signaling to employers
the potential productivity of job candidates, it
results in a more efficient allocation of workers
to jobs where they have a comparative advantage
than that which would occur in the absence of
schooling. The key question is whether an
alternative, less expensive signaling mechanism
than 12-16 years of schooling is feasible. How-
ever, the hypothesis has not been well supported
empirically. Indeed, it may not be testable.

Consumption Value of Education

Some economists have attempted to muster
empirical support for human capital theory by
showing how the consumption benefits of
education contribute to social as well as private
economic well-being.52 Lewis Solmon devel-
oped evidence showing that better educated
individuals have a higher saving rate and manage
their portfolios more effectively by their choice
of savings instruments.5®> Numerous studies
have demonstrated a correlation between edu-
cation and health. For example, infant mortality
declines as mothers’ education increases, and
higher levels of education are associated posi-
tively with longevity.5*

Aside from methodological shortcomings of
particular studies within this line of research, a
primary weakness is the open-ended nature of
the approach. If education’s full contribution is
to be assessed as the basis for policy decisions
on increasing public support, then consumption-
related detractions of education also must be
considered. For instance, some researchers
have argued that a surfeit of college graduates
relative to the supply of available jobs requiring
higher education leads to widespread job dis-
satisfaction and poorer health for the degree
holders forced to accept jobs below their
training. Such job dissatisfaction, if widespread,
could place a drag on economic growth, they
believe, in addition to the waste of resources in
educating workers for jobs that do not exist.®
Furthermore, this approach implies that con-
sumption effects of alternative programs also
must be incorporated into the decisionmaking
process. Such a research agenda appears too
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large to serve as an efficient basis of policy
decisions.

Current Status of Human Capital Theory

Economists have yet to reach a consensus
regarding education’s effects on productivity
and growth. In its 1981 study of productivity,
the Congressional Budget Office did not recom-
mend federal investment in education as the
best policy to improve productivity because,
it concluded, the relationship is unclear.>®
Nonetheless, human capital theory is not bank-
rupt. Despite the strong implications of the
screening hypothesis, its empirical support has
been insufficient to replace human capital
theory. The more extensive empirical challenges
arising from the confounding effects of ability,
family background, and personality traits have
modified the claims of human capital theorists,
but economists have yet to reject the theory as
useless.

One reason for the sustained interest in
human capital theory is the recent shift of focus
back to the original puzzle that human capital
theory sought to explain—productivity and
growth. During the 1970s, most of the research
that challenged investment in education on
the basis of its correlation with ability and
socioeconomic status was set in the broader
policy context of equalizing incomes. Critiques
seriously questioned the effectiveness of invest-
ing in education to reduce income inequality.
As Jencks aptly concluded, “If we want to
redistribute income the most effective strategy
is probably still to redistribute income.”>’

During the late 1970s and early 1980s, how-
ever, national attention shifted to the nation’s
waning productivity and macroeconomic growth.
In this policy framework, the self-selection
hypothesis is less damaging. If the paramount
policy goal is growth rather than equity, it
matters less that greater public support of
education aids those already blessed with the
greatest potential for productivity. An example
from a hypothetical developing country is illus-
trative: such a nation might catalyze much
more growth by investing a given amount of
money to educate the most able quartile of
youth for 12 years each than to spend the same
amount of money to educate all youth for three
years each. Failure to educate the most talented
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youth would result in a talent loss and lower
aggregate economic output.>®

Despite this newfound interest in the contri-
bution of education to economic growth, the
results of a recent effort to revive the growth
accounting approach while incorporating more
sophisticated techniques that have developed
since Denison’s pioneering study do not support
the optimism of early human capital theorists.
Dale W. Jorgensen replicated Denison’s work
but added an adjustment for relative wage
rates. The result showed education’s contri-
bution to the 3.9 percent annual growth rate
as only 10 percent, not 20 percent as Denison

had found for the period 1930-57.5° Hours
worked was found to be a more significant
source of labor's contribution to growth than
was quality. Physical capital and technological
advances each contributed more to growth
than did labor.

Questions for Future Research

Methodological improvements still will have
an important role in clarifying the social and
private rates of return to education, thereby
improving our understanding of how much
schooling society should have. The use of
simultaneous equation models rather than re-
duced form equations would help to separate
the effects of supply and demand factors and
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thus more accurately inform policymakers.
Longitudinal rather than cross-sectional data
sets also would generate more accurate esti-
mates, since the phenomena under study occur
sequentially over a long period. Finally, the use
of more direct measures instead of proxies for
such variables as ability and productivity should
improve specifications of the hypothesized
relationships.®® Even years of schooling is no
longer an adequate unit measure, since a decline
in standardized test scores for more than a
decade indicates that grade level achievement
is no longer comparable over time.

However, economic research also must move
beyond macro-level questions and investigate
the education-productivity linkage more thor-
oughly. Evidence suggests that the highest
return is to primary schooling, but elementary
study is already compulsory in the United
States and most advanced nations. Therefore,
quality, not quantity, becomes the critical
issue.®’ How should schools at each level
optimally allocate the funds available? To answer
this question policymakers need to know how
education contributes to productivity—and the
relationship is far more complicated than origi-
nally conceived.

Which aspects of schooling offer the highest
returns to additional dollars of funding? How
should public support be allocated among
math, music, and extracurricular activities?
Should federal, state, and local governments
invest marginal dollars in advanced teacher
training, libraries, computers, buildings, or gym-
nasiums? Should high schools focus more on
vocational training, or is this better left to
proprietary post-secondary institutions? The
type of research carried out by Summers and
Wolfe exemplifies the direction suggested.
Researchers must advance such research by
investigating the relationship between cogni-
tive measures of school performance and eco-
nomic indicators of on-the-job performance.®?

In addition, education outside the school
system needs to be incorporated into human
capital theory. Economists must further
Mincers work regarding on-the-job training
Anne Daly has observed the importance of
apprenticeship programs in Germany.®® In the
United States, study of the substantial amount
of publicly funded training in the military might
alter existing rate of return estimates.
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Another avenue of needed additional research
is the role of entrepreneurship. Economic
growth connotes more than expansion of
national income. An underdeveloped country
in which oil is discovered typically experiences
rapid increases in aggregate and per capita
income. However, unless this income is invested
wisely, it is possible that no economic develop-
ment will occur. In the absence of entrepre-
neurial activity, incomes likely will revert to
initial levels once the resource is depleted.®*

Finally, an important but relatively unex-
plored area is that of interregional disparities. A
widespread notion exists that underinvestment
in human capital, particularly education, has
placed regions such as the South at an economic
disadvantage. In contrast, strong support of

"

education seems to have helped areas such as
New England to revive quickly from the chal-
lenges of global economic competition in the
textile and machine-tool industries, and states
like California to sustain a high level of pros-
perity. Education, it is argued, provides the
foundation for the advanced technology indus-
tries in New England and California, but little
systematic research has been carried out to
support this hypothesis. On the other hand,
labor, especially more highly educated labor, is
a mobile factor of production. Thus, the per-
ception of a linkage between education and
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productivity could encourage regional policy-
makers to overinvest in education relative to
the amount of capacity existing nationwide.
Some studies of plant location decisions
conclude that a state’s reputation for education
is less important than other factors such as
taxes, regulation, transportation, and resources,
including cheap labor. However, such studies
usually focus on plants that have already been
moved to a particular region, ignoring those
companies that chose to locate elsewhere and
growth of companies already located in the
region. In addition to this bias, such studies
have not been integrated with the literature
dealing with economic growth and productivity.
Regional studies of the education-income
linkage that are more closely related to human
capital literature are limited in number and
have shortcomings. Marshall R. Colberg's evi-
dence suggested that the return to secondary
and postsecondary schooling in the South is
greater than in the rest of the country for black
but not white males.®®* However, his statistical
analysis is less sophisticated and rigorous than
most described above. More advanced testing
of the regional issue was done by Barry R.
Chiswick, who concluded that the scarcity of
skilled labor relative to unskilled labor in the
South renders the return to education greater

'B. F. Kiker, Human Capital in Retrospect (Columbia, South Carolina:
University of South Carolina Press, 1968), pp. 24, 113.

2Mark Blaug, “Classical Political Economy: A Reexamination,” in Essays
on Adam Smith, ed. Andrew S. Skinner and Thomas Wilson (London:
Oxford University Press, 1975), pp. 573ff.

3See Robert Solow, “Technical Change and the Aggregate Production
Function,” The Review of Economics and Statistics, vol. 39 (August
1957), pp. 312-20; Solomon Fabricant, Basic Facts on Productivity
Change, Occasional Paper 63 (New Yorkc National Bureau of Economic
Research, 1959).

4See Edward F. Denison, Accounting for U.S. Economic Growth, 1929-
1969 (Washington: Brookings Institution, 1974).

5Machlup also has contributed to the foundation of the economics of
education, but his importance lies more in the area of providing a broad
background than of advancing the borders of knowledge. See, e.g,
Fritz Machlup, Knowledge: Its Creation, Distribution, and Economic
Significance, Vol Ill, The Economics of Information and Human Capital
(Princeton: Princeton University Press, 1984).

5Theodore W. Schultz, The Economic Value of Education (New York:
Columbia University Press, 1963), p. 30.
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in this region than in other areas.®® His findings
indicate that regional differences in the number
of years of schooling and rate of return to
schooling account for 60 percent of the variance
in incomes between states. His model is fairly
simple, though, and the independent variables
may have been substantially related, as he
admitted.®”

Further research on the regional externalities
of education is needed since the largest share
of education support comes from state and
local governments. State and local efforts to
boost productivity in regional labor markets by
investing more in education may lead to investing
too many resources in schooling in the aggregate.
The reasons are that with advanced education
students migrate to other regions anyway, and
the onset of declining college enrollments
suggests the existence of excess capacity, par-
ticularly at the postsecondary level. On the
other hand, if all states were to rely too heavily
on in-migration and reduce sharply their sup-
port of education, a macroeconomic under
investment could result Because of this com-
plicating factor of migration, it is important to
gain a fuller understanding of the role of educa-
tion  in regional economic development in
order to avoid nonoptimal investment in educa-
tion nationwide.

NOTES

’Ibid. p. 6. While this measure has certain problems, it has provided the
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theory, health care. Understanding of the contribution of health to
economic development has progressed much less than that of edu-
cation. One reason is the lack of basic, standard measures of inputs
and outputs.
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according to a human capital approach, because opportunity and

21



direct costs of education and training are highest during this period;
thereafter, earnings accrue to this investment in schooling, causing an
initial sharp rise in earnings for a period of years. The reason that most
training is undertaken by younger rather than older people is not a
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youth, but rather the greater potential return over time if investments
are made at an early age.
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24paul Wachtel, “The Returns to Investment in Higher Education:
Another View,” in Juster, Education, Income, and Human Behavior, pp.
161-62.
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292.

3°Herbert Gintis, “Education, Technology, and the Characteristics of
Worker Productivity,” American Economic Review: Papers and Pro-
ceedings, vol 61 (May 1971), p. 268.
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Educational Inventory:
Where Does the
Southeast Stand?

Gene Wilson and Gene Sullivan

With its improving educational infrastructure,
the Southeast is about to catch up with
national norms of educational attainment.
Those age groups most likely to enter new
industries and jobs have shown especially
dramatic improvement, enhancing the
competitiveness of the region’s work force.

Potential economic development of a region
hinges heavily both on people and natural
resources—but people are its crucial asset. As
important as natural resources are, they remain
unproductive until men and women acquire
sufficient knowledge, skills, and capabilities to
harness them. In fact, a resourceful population
often can compensate for major deficiencies in
other assets in fostering an area’s economic
development.

Like other resources, the population can be
developed to enhance its potential contri-
bution to a region's economy. Given the all-
important role of people in economic develop-
ment, it seems ironic that some regions have
paid so little attention to the process of human
development, which includes education and
training.

Within the United States, the Southeast his-
torically has lagged seriously in improving its
human resources. A number of reasons account
for the neglect of educational development,
but probably the most important relates to the
past perception of the economic payoff to
resources invested in education. In an economy
where for several centuries the masses were
employed in hand labor such as chopping
timber, harvesting tobacco, and picking cotton,
the economic returns to education seemed
slim at best. Most people had few incentives to
take advantage of the formal schooling that
was offered. Thus, school attendance was readily
abandoned when any opportunity for produc-
tive employment was available, and especially
when education involved out-of-pocket costs
for cash-scarce households.

For most individuals, those decisions may
have been a rational response to the economy

The authors are members of the Atlanta Fed's Research
Department.
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that persisted in the Southeast until the out-
break of World War II. Yet such rational choices
have proven to be short-sighted in light of the
rapid economic changes that have emerged
within the region since that time. The jobs that
accompanied the subsequent industrialization
and urbanization of the Southeast demanded
capabilities acquired through formal education.
Unfortunately, much of the native work force
was ill-prepared to make the transition from
the low-skilled tasks to which many had been
involuntarily restricted or to which they had
unwittingly limited themselves.

Although emphasis on education rose with
postwar awareness of its new importance,
attempts to attract or create industries requiring
skilled employees allegedly have continued to
be hampered by the relatively poor education
in the region. Today, the belief is widespread
that desirable future economic development
depends on elevating the educational level of
the work force. Hence, there is urgent interest
in the education of the Southeast's population
and how it compares with that of other regions.

This article will attempt to inventory the
region’s educational assets, generally divided
into two categories: the educational infrastruc-
ture and the educational attainment of the
population. The latter possibly determines
economic potential and the former may be
important in determining future economic
development.

Have educational conditions changed in the
region in recent decades? If so, how dramatically?
How do the educational systems of southern
states compare with those of other regions? Are
higher educational opportunities readily avail-
able? What is the educational level of the
population? These are only a few of the ques-
tions that must be answered to understand the
region’s potential for economic development.

Education

In its broadest sense, education includes any
intentional or inadvertent transfer of knowledge
or skill either verbally, pictorially, in written
form, or via computer. For education to have
occurred, at least one person must have in-
creased his or her human skills. A more restric-
tive view of education, and the one adopted
here, would be the purposeful transfer of
knowledge or skills through a designed process,
that is, formal education. This is similar to
manufacturing processes in which inputs are
utilized to produce some output In this instance,
human resources and capital are combined to
turn out individuals with enhanced knowledge
and skill.

The Infrastructure

Human Resources. The most important input
of the educational process is almost certainly
the teacher, who both transfers acquired know-
ledge to students and directs the learning
process with related materials such as books.
In the past 60 years, the number of teachers in
the Southeast has increased by 312 percent,
and by 146 percent since 1950 alone. While
this surge accompanied an increase in the
student population, the growth rate in teachers
far exceeded that of enrollment (see Table 1)
and also has surpassed the national rate of
growth. The faster relative gain in the Southeast
was at least partly attributable to its low starting
position compared with the rest of the nation.

As might be expected, the Sixth District's
teacher distribution is related directly to the
number of students in different states. Almost
half of the Southeast's elementary and secondary
schoolteachers work in Florida and Georgia.
Mississippi claims the smallest share of teachers,
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Table 1. Numbers of Teachers and Pupils, Southeast and United States, 1920-1980

Number of Public School Teachers

1920 1930 1940 1950 1960 1970 1980
Alabama 12,558 17,130 19,405 21612 28,810 33,026 41,300
Florida 6,819 10,960 13,189 16,957 46,210 62,419 78,300
Georgia 15,921 19,071 22,846 24,380 37,191 44,007 56,500
Louisiana 8,966 12173 14,830 15,652 30,026 35,469 42,700
Mississippi 11,962 15,138 14.773 15,627 19,784 22533 26,300
Tennessee 13217 18,331 20,147 22,202 29,861 35,450 41,400
Sixth District 69,503 92,803 105,190 116,430 191,882 232,904 286,500

United States 679,533 854,263 875,477 913,671 1,651,310 2,061,115 2,194,000

Pupils Enrolled, Elementary
(in thousands)

1920 1930 1940 1950 1960 1970 1980
Alabama 543 562 586 556 609 570 522
Florida 243 301 292 353 768 1,016 1,064
Georgia 683 633 612 A 748 800 759
Louisiana 349 377 374 400 542 616 548
Mississippi 531 543 521 447 452 389 360
Tennessee 611 558 540 539 629 649 600
Sixth District 2,960 2,974 2,925 2,866 3,748 4,040 3,853
United States 20,898 21,347 18,832 19,464 27,602 32,574 28,304

Pupils Enrolied, Secondary
(in thousands)

1920 1930 1940 1950 1960 1970 1980
Alabama 58 61 100 124 179 236 243
Florida 23 . 45 17 97 225 412 532
Georgia 63 81 126 147 201 299 336
Louisiana 42 58 99 84 151 227 245
Mississippi 30 52 73 81 115 146 155
Tennessee 47 70 108 120 182 251 268
Sixth District 263 367 583 653 1,053 1.5¢1 1,779
United States 3,390 4,407 6,601 8,452 8,485 13,300 13,840
Total Pupils Enrolled
(in thousands)

1920 1930 1940 1950 1960 1970 1980
Alabama 601 623 686 680 788 806 765
Florida 266 346 369 450 993 1,428 1,596
Georgia 746 713 738 718 949 1,099 1,095
Louisiana 391 435 473 484 693 843 793
Mississippi 561 595 594 528 567 535 515
Tennessee 658 628 648 659 811 900 868
Sixth District 3,223 3,340 3,508 3,519 4,801 5611 5632
United States 24,288 25678 25,433 25216 36,087 45874 52,144

Source: Statistical Abstract of the United States various years.
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Table 2. Pupil/Teacher Ratios, Sixth-District States

1920 1930 1940 1950 1960 1970 1980

Alabama 479 364 354 315 274 241 185
Florida 390 318 280 265 215 229 204
Georgia 469 374 323 295 255 250 194
Louisiana 436 358 319 309 231 238 186
Mississippi 469 393 402 338 287 237 195
Tennessee 496 343 322 297 272 254 210

United States 464 36.0 334 302 250 241 199

Source: Calculated from Table 1.

with only 9 percent of the District’'s total, but
student enrollments also are lowest there.
Thus, in spite of the strong population growth
in Florida and Georgia and much less vigorous
growth in Mississippi, current pupil-teacher
ratios are similar for each District state.

The pupil-teacher ratio is considered a mea-
sure of the quality of education. The fewer
students per teacher, presumably the more
individualized the instruction can be. In both
the South and the nation, such ratios have
fallen in recent decades. In Mississippi, for
example, the pupil-teacher ratio fell from 28.7
in 1960 to 19.5 in 1980. During the past 60
years, the Southeast's average ratio fell from
over46 students per teacher to a current level of
20 (see Table 2). In 1980, District states ranged
from a ratio of 18.5 in Alabama to 21 in Ten-
nessee.

Human Capital. While the population of
teachers has continued to increase over the
years, student enrollment trends have begun
to change course (see Chart 1). Enrollment in
secondary schools has started to fall in the
South, just as elementary enrollments begin to
increase after years of decline. Only Florida
maintained its growth in the number of ele-
mentary students from 1970 to 1980, largely as
a result of significant in-migration. For that 10-
year period, District enrollment fell 4.6 percent
in elementary schools while rising 13.2 percent
in secondary schools. For the nation, however,
enrollment during the same period fell 13
percent in elementary schools and rose only 4
percent in secondary schools. (Table 3 shows
that private school enrollments declined in
both number and share of the total from 1964
to 1978.)
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Chart 2. College Enroliment in Sixth District
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Source: Southeastern Regional Council for Education Improvement
(Fall 1983).

Within the last half-century, the Southeast's
accomplishments in higher education have
more closely resembled its accomplishments at
the elementary and secondary levels. As recently
as 40 years ago, only 119,000 students (less
than one percent of the population) were
enrolled past secondary school; today District
enrollments exceed 1.3 million, or 4 percent of
the population as compared with 5 percent
at the national level (see Chart 2). Reflecting
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the South’s lagging educational development
in earlier years, growth rates in college enroll-
ments accelerated sharply in the 1960s and
continue to exceed rates in most regions of the
country.

During the 1970s, student enroliment at
southeastern colleges expanded by 59 percent,
whereas the rate of growth was 43 percent
nationwide. Even so, the region’s enrollment
(10 percent of the nation’s total) remains pro-
portionately smaller than its 13 percent share
of the college age population. College enroll-
ments as proportions of total population are
higher in other regions. Although the region
attracts a number of students from elsewhere,
many of its residents also go outside the South
to attend college. However, in spite of relatively
large gains in recent decades, the Southeast
still has a way to go to reach parity with the rest
of the country.

Physical Capital. A prominent and important
trend has been the general decline in numbers
of schools within the region. Three factors appear
to be responsible: the growing urbanization of
the region, the economies of scale afforded by
larger schools, and the end of racially segregated
school systems, which eliminated many dual
educational facilities.

Alabama, Mississippi, and Louisiana experi-
enced the sharpest decline in number of schools
in recent years. In the most extreme case, the
total number fell 29 percent in Mississippi
from 1969 to 1982. In that same period every
District state experienced school closures

Table 3. Private School Enroliments

Private School
Enroliments Percent of Public
(in thousands) School Enroliments

1964 1978 1964 1978

Alabama 34 25 4.1 33
Florida 99 121 8.6 8
Georgia 30 27 29 25
Louisiana 162 115 21.2 143
Mississippi 22 17 3.8 3.5
Tennessee 36 38 4.2 44
Southeast 383 343 74 6.2
United States 6900 4058 17 9.8

Source: Statistical Abstract of the United States.
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except Florida, whose rapid economic growth
and large population gains led to a 14 percent
increase in schools.

Through the first half of the twentieth century,
southeastern facilities for higher education
were relatively sparse and generally perceived
to be of low quality compared with northern
colleges. In 1942, for example, the Sixth District
counted 188 institutions of higher education,
of which 52 percent were in Georgia and
Tennessee (see Table 4). At that time even
elementary education was thought in some
quarters to be of doubtful benefit, and so
advanced education was generally considered
unnecessary.

Southern state legislatures appeared indif-
ferent toward higher education through the
first half of this century. Beginning in the 1950s,
however, elevating educational levels became
a prime concern as a new generation of political
leaders sought to stimulate southern economic
growth. The number of educational institutions
expanded, often in response to the states’
varying paces of population growth. For example,
by 1962, Florida had added greatly to its
facilities for higher education while the edu-
cational emphasis of other southern states
remained relatively unchanged. But from 1962
to 1982, every District state except Mississippi
sharply increased the number of educational
institutions: Alabama by 107 percent; Florida,
63 percent; Georgia, 63 percent; Louisiana, 45
percent; and Tennessee, 70 percent

In summary, the educational infrastructure
of the Southeast has changed significantly in
recent years, converging toward national norms.
The number of institutions of higher education

Table 4. Number of Institutions of Higher Education

1942 1952 . 1962 1972 1982

Alabama 26 26 29 51 68
Florida 14 18 52 64 85
Georgia 50 51 49 61 80
Louisiana 18 20 22 23 32
Mississippi 32 38 44 41 42
Tennessee 48 46 47 62 80
Sixth District 188 199 243 302 379

Source: Statistical Abstract of the United States
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Table 5. Results of Scholastic Aptitude Tests

Scores
Numbers Tested Verbal Math

1971-72 1981-82 1971-72 1981-82 1971-72 1981-82
Alabama 4,404 2,990 419 463 441 501
Florida 21,845 37,879 458 426 483 463
Georgia 33,243 34,226 405 394 429 429
Louisiana 3,958 2,743 456 470 484 505
Mississippi 1,678 845 413 479 438 509
Tennessee 5,200 4725 479 480 508 519
Southeast 70,328 83,408 438 452 464 488
United States 1,027,001 963,416 453 426 483 467

Source: Southeastern Regional Council for Educational Improvement, SE/S Data Profiles (Fall 1983).

doubled between 1942 and 1982. Clearly,
numbers of schools alone do not necessarily
indicate the quantity or quality of education.
Yet in an area such as the Southeast, where
accessibility to higher education has been
limited in the past, increasing numbers of
facilities have provided greater opportunities
for the population as a whole to attend college.

The average pupil-teacher ratio in elementary
and secondary schools has been halved from
over 46 students per teacher in 1920 to 20 by
1982. Although the number of public schools
has declined, schools have grown in size and
have reaped certain economies of scale in the
process. Larger, diverse schools adhering more
closely to national standards have become the
rule within the region. Thus, current educational
infrastructure appears to be superior to its
historical counterpart.

Educational Attainment

Available methods for measuring the educa-
tional level of the public are controversial. A
lack of uniform testing from one area to another
is a major problem of current measurement
techniques. Scores from tests administered to
students are less than satisfactory because of
differences between areas in the types of tests
used ‘and compositions of groups tested. The
Scholastic Aptitude Test administered to senior
high school students is one of the most stan-
dardized tests available. The average scores
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are not reliable indicators, however, since vary-
ing proportions of students take the tests in
each area. Table 5 suggests that score fluctu-
ations from period to period could well be due
to changes in the proportions of the total of
students tested. Even if average scores are
useful indicators of students’ educational levels,
a snapshot of such tests reveals little about
the adult population that makes up the majority
of the work force.

Because of its availability for the general
population, the median years of school com-
pleted is the educational indicator selected for
use in this analysis. In 1950, only Florida’s
residents could claim a median of school years
completed equivalent to the nation’s (9.6 years).
Other southeastern states varied from 7.6 years
in Louisiana to 8.4 in Tennessee. By 1980,
however, every state in the Southeast had
reached a median of at least 12.1 years, in
comparison with a national average of 12.5
(see Table 6).

In the past, remarkable educational level
differences have existed between the sexes.
Only in the last 20 years has the southern
male’s median years of school completed caught
up with the female’s. Typically, the male left
school earlier, as a result of greater work oppor-
tunities or perhaps because of a lower opinion
of the value of further education. The loss of a
higher proportion of the more educated males
through migration to other regions also may
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Table 6. Median School Years Completed

1950 1980
Alabama 79 12:1
Florida 9.6 124
Georgia 7.8 12.3
Louisiana 7.6 12.3
Mississippi 8.1 121
Tennessee 8.4 122
United States S 9.6 125

Source: U. S. Bureau of the Census, Census of Population: 1940, 1950,
1960, 1970, 1980. Vol 1: Characteristics of the Population.

have been a factor. Educational disparity per-
sisted until the 1960s, when the average educa-
tional level of males reached a par with that of
females. Since that time, formal educational
attainment of the two groups has remained
approximately equivalent.

A more precise measure of the population’s
educational attainment is available from the
1980 Census. For the adult population age 25
or older, Table 7 compares the population of
southeastern states by grades of schooling
completed. The proportions of population at
the various educational levels are similar for
most District states. Again, the exception is
Florida, whose populace has attained consis-
tently higher educational levels. Over two-
thirds of the state’s adult residents have com-
pleted high school, in contrast to only 54 to 58
percent for the other states.

In comparing the Southeast with other regions
and the nation, we find smaller proportions of
southeastern residents at each educational
level. For example, 60 percent of southern
adults have completed high school compared
with 66 percent for the nation. One interesting
point is that southern adults now compare
favorably with those of the Mid-Atlantic and
East North Central states in the proportion that
have completed at least three years of college.
Immigration of college-educated individuals
from other regions probably has helped elevate
the South’s position in this comparison.

For the region’s population above age 25,
distinct gradations of educational attainment
exist. The median years of school completed
by older citizens is relatively low vis-a-vis
younger age groups (see Charts 3a and 3b). For
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Table 7. Grade Completed as a Percent of the Population

8 or

Less 9-11 12 13-15 16+
Alabama 100 75.6 56.7 2511 12.6
Florida 100 82.5 67.2 320 14.7
Georgia 100 759 56.5 28.2 153
Louisiana 100 756 58.0 26.2 134
Mississippi 100 734 551 265 13.0
North Carolina 100 759 553 276 134
South Carolina 100 747 540 275 14.2
Tennessee 100 724 554 237 11.9
New England 100 84.7 70.7 348 19.3
Mid-Atlantic 100 81.8 66.0 29.9 17
East North 100 83.2 67.0 29.6 145

Central

Pacific 100 86.4 74.2 41.6 19.5
Southeast 100 76.9 59.0 27.9 13.8
United States 100 816 66.3 31.9 16.3

Source: National Center for Education Statistics, Digest of Education
Statistics 1982 to 1983-84.

those segments of the population under 45,
the medians in 1980 were similar and were
approximately equivalent to the national level.
This fact is significant, for it means that those
individuals most likely to enter new industries
or undertake newly created jobs have achieved
formal educational levels largely comparable
to the national average. In years of formal
schooling, at least, the younger portion of the
southeastern work force approximates that of
other areas of the country.

Related Factors

Legacy of the Past. The educational situation
in the South today reflects historical develop-
ments in the region. The plantation culture
common in the nineteenth century fostered a
predominantly rural society. Education was
regarded as a luxury restricted to members of
the upper class, whose sons and daughters
frequently attended schools outside the region;
relatively little support existed for public edu-
cation for the masses. But in the last half of the
nineteenth century, a growing movement of
educational development swept across the
country, engulfing the South somewhat belat-
edly. By the turn of the century, the U.S.
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Chart 3a. Median Years School Completed,
District Males by Age Group
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Chart 3b. Median Years School Completed,
Males 25 to 29
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literacy rate was estimated at 89 percent while
in southern states it ranged from a low of 60
percent in Louisiana to 78 percent in Georgia
and Tennessee (see Table 8 ).

Because of this lag, southeastern states have
faced major difficulties in closing the gap be-
tween their educational levels and those of the
country as a whole. Although in recent years
the South has more rapidly improved in several
indicators than have other regions, the gains

FEDERAL RESERVE BANK OF ATLANTA

Table 8. Literacy Rates* of Adults Age 25 & Over
(in percent)

1900 @ 1930 1960 . 1980

Alabama 65 86 96 98
Florida 77 92 97 99
Georgia 78 90 96 98
Louisiana 60 85 94 98
Mississippi 66 85 95 98
Tennessee 78 92 97 98
United States 89 95 98 99

*Literacy rates shown refer to the basic ability to read and write. Although
perhaps more meaningful, functional literacy rates were not used because of
the difficulty of defining this term and the lack of historical data.

Source: Statistical Abstract of the United States

reflect upward movement from a lower base or
starting point. It is likely that a great deal more
effort will be required to maintain these relative
gains in the future. In-migration from regions
with higher educational levels has, no doubt,
been a source of some past improvements, but
such gains will dwindle as the South’s educa-
tional level approaches equality with other
regions’. At that time, advances will be in-
creasingly dependent upon improvements in
educating the resident population.

Urban-Rural Distribution. A major factor in
the development of the educational infrastruc-
ture has been the distribution of population
between the urban and rural sectors (see Chart
4). In the first half of this century, the rural
population substantially exceeded the urban
population (residents in towns with 2,500 or
more people) in every District state except
Florida. Not until the 1950s and 1960s did the
proportion of the urban population surpass the
rural share for most states. Mississippi remains
the only southern state with a larger rural than
urban population, and even there the two
groups are equalizing rapidly.

Interestingly, rapid educational gains also
accompanied this rural-to-urban population
shift. Traditionally in the United States—and
especially in the South—a considerable disparity
has prevailed between educational levels of
urban and rural residents. The levels for the
male population in Alabama, shown in Chart 5,
are illustrative of the urban-rural relationship
for other southern states. Only rather recently
have differences begun to narrow. While median
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Chart 4. Sixth-District Population
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Chart 5. Median Years School Completed,
Alabama Male Population Over Age 25
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years of schooling completed by both groups
of males is increasing, the rate of increase in
rural education has been considerably sharper
since 1970. Some of this rural gain may have
occurred because of the speed up in migration
of the less well-educated to the cities as well as
the reverse flow of former urban dwellers into
rural areas surrounding towns and cities. The
educational level of both groups is likely to
converge before the end of the 1980s.

In-migration also has influenced median
educational levels in the South. Because of the
flow of retirees into the Southeast, especially
Florida, the region’s population of residents
over 60 years of age exceeds the national
average. Approximately 17 percent of the South-
east’s population is over 60 compared with 15
percent nationally. This is a considerable change
since 1950, when only 11 percent of the
region’s population was over 60 compared
with 12 percent for the nation.

Median educational levels of older popula-
tion groups probably have been elevated by
the influx of retirees. The precise impact on
statewide education levels is difficult to ascer-
tain, however, since in-migration is concen-
trated in certain geographical areas and com-
prises a diverse mixture of retirees, including
both individuals originally from the South and
nonsoutherners who have been educated out-
side the region. Of course, elderly in-migrants
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are of far less importance to the South’s labor
force than is the increasing flow of younger
workers to the area Unfortunately, information
on the educational characteristics of in-migrants
is not yet available from the 1980 Census. Such
information eventually will shed light on the
South’s specific gains from the population
influx.

Future Developments. Over the next several
years, fewer students will be in the educational
system. In 1980, for every District state except
Louisiana" the under-5 age group was smaller than
the 5-9 age bracket. Florida, for example, counted
8 percent fewer pre-schoolers than the number
in the 5-9 age group, 17 percent fewer than in
the 10-14 age group, and nearly one-third
fewer than in the 15-19 age group. For the
entire District, the major distinction is the
difference between the under-10 age group
and the 10-19 age population: the former was
15 percent smaller than the latter at the last
census.

However, population projections of the
National Planning Association indicate that the
0-4 age group will experience a resurgence of
growth until 1990, when a decline will begin
once more. Even with this renewed growth,
numbers are not projected to reach the level of
the current population in the 15-19 age group.
Thus, high school enroliments are expected to
drop from the present volume and to bulge
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again in the 1990s, though still not regaining
1980 levels in either the Southeast or the U.S.
Assuming stability in the proportion of students
who elect to go to college, enrollments in
institutions of higher learning also can be ex-
pected to decline as the smaller age groups
progress upwards through the system. Some
evidence does exist, however, that enrollments
of foreign and non-traditional students may
partly cushion the decline from the demo-
graphic age shift.

Summary

Even though the Southeast has yet to catch
up fully with other regions in terms of education,
it has progressed rapidly and improved con-
siderably. Educational attainment of the popu-
lation as measured by median years of school
completed now indicates that the younger
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groups (under 45 years) have achieved formal
schooling levels equivalent to the nation’s.
Over time, the Southeast seems likely to shed
its traditional position of inferiority in the nation
and among other regions in the formal educa-
tional level of its population. Because this
improvement has already occurred within
younger groups—those most likely to enter
new industries and jobs—the Southeast's work
force is becoming competitive with most other
regions. With sufficient resources, effort, and
attention devoted to education and with the
attraction of residents with above-average
education from other regions, the Southeast
may look to solid educational achievements in
the future.

(The authors wish to thank Joy Lanier for her valuable
research assistance.)
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Financing Education
in the Southeast

Bobbie McCrackin and Gene Sullivan
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Southeastern educational expenditures have
surged over the past decade, yet have
barely outdistanced inflation. However, lower
demand as well as financial and other
economic constraints seem to underlie this
difference. Since the call for higher quality
schools is increasing and states have adopted
more flexible financing methods, the outlook
for convergence seems brighter.

Why does educational financing warrant public
consideration? Education, unlike shoes or bread,
is in part a public good. Clearly, many of
education’s benefits accrue only to those indi-
viduals obtaining it; however, society as a
whole benefits when its population is educated.
For example, education in a democratic society
helps citizens make more informed social and
political choices. These indirect benefits would
not be financed if they were left solely to the
private sector. Public policy should be con-
cermned with improving the quantity and quality
of education because private investment tends
to be insufficient in cases where benefits accrue
to society at large. Thus, as in the case of such
other public goods as roads and airports, public
revenues are required to encourage sufficient
production of the activity.

Spending on Education

The United States will spend an estimated
$127 billion to educate its children in 1984 —
7.3 percent of the year's projected GNP. Through
their legislatures, the states will provide the
largest share of these funds ($62 billion), followed
by local sources ($57 billion) and the federal
government (about $8 billion). The Southeast’s
share of U.S. educational spending has risen
over the last decade, owing to its faster-than-
national population growth and the recent
emphasis on enhancing the quality of education.

States in the Sixth Federal Reserve District
will spend about $13 billion, or 11 percent, of
the nation’s estimated total spending on pri-
mary and secondary education in 1984. Thir

The authors are members of the Atlanta Fed's Research
Department
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teen percent of the nation’s school age popu-
lation resides in District states, which suggests
that the Southeast accounts for less than its
proportionate share of the nation’s education
expenditures. The region traditionally has lagged
behind the nation in schoolrelated expenditures
and despite its rising share of total outlays,
progress in closing the gap has been slow.

Table 1 shows that although total expenditures
in the Southeast increased almost threefold in
the period from 1971 to 1981, the growth was
only slightly more rapid than the nation’s during
the same period. The the Southeast’s share of
national educational expenditures moved up
only moderately, from 9.1 percent in 1971 to
10.6 percent by 1981. However, the Southeast’s
proportion of the nation’s school age population
also rose from around 12 percent initially to
over 13 percent by the end of the ten-year
period.

Because the ratios of students to population
vary between regions, expenditures per pupil
provide a more meaningful comparison than
total expenditures. The Southeast's expendi-
tures per student averaged only 76 percent of
the nation’s in 1971; that share remained
below 80 percent through most of the ensuing
decade (see Table 2).

Expenditures per pupil differ widely within
the region. Alabama currently spends signifi-
cantly less per student than other states, largely
because increases since 1977 have not kept
pace with those in other states in the region
(see Chart 1). Florida, whose spending has
essentially doubled since 1977, spent nearly
twice as much per student in 1982 as Alabama.
When the numbers are adjusted for national
inflation, however, increases in real expenditures
amounted to 22 percent for the Southeast as
compared with 17 percent for the nation. The

FEDERAL RESERVE BANK OF ATLANTA

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis

region’s more rapid percentage gain primarily
reflected its lower starting position. Although
the gap in real expenditures was still $200 per
pupil in 1981, as it was in 1971, the real per
capita spending ratio converged somewhat
because real spending increased both nationally
and regionally.

It is possible that southeasterners get more
for a dollar spent on education than residents
elsewhere because of cost-of-living differences.
Unfortunately, direct cost-of-living comparisons
between the region and the nation are not
available. The Consumer Price Index (CPI)
compares living costs at various points in time
to an index of costs at some base period. The
CPI shows changes in prices as a whole and for
a variety of specific consumer goods and ser-
vices including education (see Chart 2). Ak
though the CPI is available for a number of
SMSAs as well as for the nation, all these
indexes compare costs over time within each
area, not between areas. Even if the index in
Atlanta had consistently risen faster than the
national index, which it has not, it would be
difficult to interpret the significance of this
disparity without knowing the initial relative
price levels in each geographic area. Another
problem would be the implicit assumption
that, in the case of the Southeast, Atlanta’s
price index (the only one available for a fairly
extensive period of time) is typical of the
region’s 40 SMSAs.

Although cost-of-living comparisons between
states are not available, we were able to deter-
mine that teachers’ salaries, a major component
of educational costs, are 17 percent lower in
the Southeast than in the nation. Nonetheless,
it is impossible to tell whether this difference
reflects cost-of-living or quality differences.
That is, on the basis of this information alone
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one could infer that southeastern states spend

Table 1. Summary of Expenditures for Public less for schooling because prices are generally
Elementary and Secondary Education, lower here and therefore school districts, with
United States and Southeast, 1971-1981 roportionatel ller budgets, can purchase
(millions of dollars) propeiend ey a e_r HOBED, pulc _5
an amount of schooling commensurate with
Year United States Southeast Southeast/United States other regions. On the other hand, the data also
1971 44,424 4,062 9.1 lend themselves to the interpretation that south-
1972 48514 4,561 94 eastern school budgets are proportionately
19id. 2l o i smaller because the demand for education is
1974 56,970 5,405 95 | o L
1975 61629 5912 06 ower and consequently teachers’ salaries are
1976 70,829 7,167 10.1 less than elsewhere. The larger regional differ-
1977 75014 7,661 10.2 ential between teachers’ salaries relative to
}g;g 22?‘1“2‘ g';gg :8-; wages generally suggests that lower demand is
1086 6bo6n o805 s the preponderant factor. Recent research has
1981 102484 10,889 106 indicated that wages in the larger Census Region

South are not lower than in other regions when
comparable jobs are considered. Indeed, South-
Source: Department of Health, Education, and Welfare, National Center o wages, gen eXdUdl.ng certain hlgh—wage
for Education Statistics, Digest of Education Statistics (Wash- border areas near Washlngton, D.C., may be
ington: U. S. Government Printing Office, 1970-1984). higher than in most other Census Regions
when comparisons are drawn on a peer group

basis."

Table 2. Education Expenditures Per Pupil* for United States and Southeast, 1971-1981
(in nominal and 1972 dollars)

Nominal Real CPI-All Items
United United Southeast/
Year States Southeast** States Southeast United States
1971 1,008 762 818 618 (0.76)
1972 1,091 : 856 856 672 (0.79)
1973 1182 888 852 640 (0.75)
1974 1,281 948 823 609 (0.74)
1975 1,413 1175 859 705 (0.82)
1976 1,699 1,345 972 769 (0.79)
1977 1,816 1,445 973 774 (0.80)
1978 2,002 1,567 984 770 (0.78)
1979 2,210 5 958 743 (0.77)
1980 2,494 1,910 962 737 (0.77)
1981 2,701 2,144 957 757 (0.79)

*Based on average daily attendance.
**The states partly or totally included in the Sixth Federal Reserve District.

Source: Department of Health, Education, and Welfare, National Center for Education Statistics, Digest of Education Statistics (Washington: U.S.
Government Printing Office, 1970-1984).
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Sources of Education Funds

Funds to support education derive from
three principal sources: local, state, and federal
governments (see Table 3). Property taxes,
which contribute most to the pool of local
education funds, tend to make up larger portions
of school budgets in highly urbanized areas,
such as New England, as opposed to more rural
areas such as the Plains states, where the popu-
lation is widely dispersed and in many localities
sparse. State education revenues flow from state
income, sales, and property taxes, which are
part of each state’s general fund. Federal monies
are allocated to the states based on guidelines
written to ensure state compliance with federal
legislation and federal court rulings and come
mainly from the federal income tax. While
state and local funds account for over 90
percent of funding in the nation as a whole,
relative contributions of federal, state, and
local governments to education vary widely
from region to region and within the Southeast.

Education and its financing are functions that
the U.S. Constitution generally leaves to the
states. The cost of all federal education pro-
grams for the states, including the highly publi-
cized busing and school lunch programs,
amounts to only about 7 percent of total
educational spending in the country. However,
because the South was an early target of federal
programs to improve educational opportunities

for minority groups, the region derives a sharply
higher share (13 percent) of its education
monies from federal sources. Variations among
southeastern states are higher still, with Mis-
sissippi obtaining nearly one-fourth of its funds
from federal sources compared with 7 percent
for Florida (see Table 3). In both the Southeast
and the nation, the share of federal funds has
declined since 1977. Louisiana experienced
the steepest drop in federal funds as the share
of local funds increased dramatically.

State revenues, now the largest funds source,
have accounted for a growing share of educa-
tion’s support at the national level as well as in
both Georgia and Florida, the two most popu-
lous southeastern states. In all regional states
except Tennessee, the state government source
of funds exceeds 50 percent; in Florida and
Alabama, the figure is greater than 60 percent.

While state funding has accounted for an
increased share nationally, the proportion of
local funding has been declining since 1977.
Nationally, states’ shares have risen on average
from 40 to 50 percent whereas local shares fell
from 51 to 42 percent (see Table 3). The
Southeast has been an exception to this pattern
of declining local funding because, historically,
it has relied less on local funding and because
Louisiana’s unusually sharp increase in local
funding has skewed the regional average. Aided
by rising local funding in Tennessee and Missis-
sippi, Louisiana’s substantial jump in the use of

Chart 1. Educational Spending Per Elementary and
Secondary School Student
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Table 3. Relative Importance of Revenue Sources for Education

(in percent)

Federal State Local
1972 1977 1982 1972 1977 1982 1972 1977 1982
United States 9 8 7 40 44 50 51 48 42
Southeast 15 14 13 52 56 56 33 30 31
Alabama 19 13 15 57 65 64 23 21 21
Florida 10 10 7 55 52 62 35 38 31
Georgia 14 11 10 49 53 56 38 36 34
Louisiana 14 15 9 55 60 56 31 25 35
Mississippi 27 23 23 49 54 53 24 23 24
Tennessee 16 13 13 43 50 47 40 37 40

Source: National Education Association Research Memo, Estimates of School Statistics, 1972, 1977, and 1982.

this source offset the shift to state funds in
other regional states.

Methods of Financing Education

Flexibility in methods of financing has helped
some state education planners cope with fluc-
tuating student enroliments and uneven tax
bases among school districts. Rigidity has handi-
capped some other states. Traditional financing,
whereby a state contributes from its general
fund roughly twice the local assessment from
property taxes, seems to allow the most flexi-
bility in dealing with changing and often con-
flicting financing needs. Atypical financing
sources frequently have no relation to the
shifting needs of education, and they sometimes
resist adjustment to new demands. A financing
source that provides windfalls to some school
districts and very little support to others may
be as troublesome to education planners as
one that provides insufficient funding overall.

Several states in the region have used innova
tive methods for financing kindergarten through
grade 12 schooling. Lately, with the demo-
graphic shift toward an older population and
with the trend toward fewer children per family,
the region’s student population has been de-
clining. In states where funding is based on
average daily attendance, the demographic

38

change has meant that schools are receiving
less funding at a time when pressures to increase
educational quality are growing more intense.
Some state education funding systems have
been flexible enough to adjust to this evolution,
others were overhauled to serve the changing
need, and some still are adapting to the new
realities.

Florida generates 93 percent of its public
school monies internally. Of these, the state’s
general fund provides 62 percent and local
sources 31 percent. Florida is fairly typical of
national school funding patterns except in the
area of local funding. By law, a proportion of
receipts from parimutuel wagering is distributed
equally to each of the state’s 67 county com-
missions. (Florida's counties and school districts
cover the same geographical areas.) In 1983,
each county received about $500,000, most of
which went for education. The equal sharing of
these funds, of course, disproportionately bene-
fits districts with small school age populations.

Louisiana generates a much greater proportion
of public school revenue from local sources
than the regional average, primarily because of
a law passed by its legislature before the turn of
the century. The state is divided into a geo-
graphical grid of “sections.” The law states that
one-sixteenth of the sections should be set
aside as income-producing property to support
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Table 4. Consumer Price Index for Education and
All Items, 1970-1983
(annual percent change ending in December)

Personal and

All Items Education
Year United States  Atlanta Expenses*
1970 55 N/A 9.8
1971 34 N/A 9.2
1972 34 N/A 4.5
1973 8.9 8.2 5.8
1974 122 122 6.6
1975 7 6.6 7.4
1976 49 35 6.0
1977 6.8 73 6.5
1978 9.1 7.8 8.3
1979 134 123 8.5
1980 12.3 15.7 11.9
1981 8.9 9.2 134
1982 3.9 4.9 125
1983 35 3.8 9.8

*Includes school books and supplies; personal and educational services
(largely tuition fees).

N/A - Data not available.

Source: U. S. Bureau of Labor Statistics, CP/ Detailed Report (Table 5).

local schools. The “16th Section” lands generate
income through oil production, leases for farm-
ing, fur trapping and other sources. Those
sections with oil production capacity provide a
relative bounty of funds to the local school
districts.

To compensate for the differing income pro-
duction capacities of the “16th Section” lands,
Louisiana instituted a minimum foundation
program that uses money from the state’s
general fund to assist schools. This program
requires that the millage rate on assessed value
of real property reach a certain level before a
school district receives a full allocation based
on its number of students. In addition, parishes
may increase sales taxes by 2 percentage points
and raise the millage rate on real property up to
70 mills, both at local option.

Although Mississippi also uses the “16th
Section” lands concept and a minimum foun-
dation program to finance its public schools,
the state administers its land program some-
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what differently from Louisiana. Proceeds from
the sale of depletable resources such as oil, gas,
and minerals are placed in a trust. Only the
interest on the capital held in this trust may be
spent by local school districts. However, pro-
ceeds from the sale of renewable resources
from “16th Section” lands may be used by the
local districts.

Mississippi’'s minimum foundation program
provides each district's share of public school
funding but does not effectively equalize monies
allocated by district or by pupil. In fact, if
equalization depended on substantial tax in-
creases the process could take longer in Mis-
sissippi, where a law prohibits tax hikes in
excess of 10 percent.

Georgia supports its public schools with
fairly traditional funding methods. Among
regional states, only Florida's proportion of
education revenues from the federal govern-
ment is less than Georgia’s quite low rate. Both
states appropriate education monies from their
general funds.

In Georgia, the sources of education funds
available to the state and to local governments
are set out strictly in the state’s constitution.
This document designates that property taxes
will be virtually the exclusive source of edu-
cational funding for the local districts. It
reserves the general fund for use by the state.
Local option sales taxes for educational funding
have been made available by legislation to only
eight of 187 school districts. A few Georgia
cities allocate dollars raised by municipal water
and electricity systems to the local school
district, but these are exceptions to the general
rule. Georgia's education dollars from the gen-
eral fund are allocated on the basis of average
daily enroliment of students per school district.
Under this allocation scheme, districts with
low property tax bases, which generate scant
local funding, can suffer relative to those with
large and fast-growing tax bases. Of course,
fast-growing districts frequently experience
mushrooming student populations, which can
impose a substantial drain even on an expanding
tax base.

Alabama is unique among southeastern states
in that state funds designated for education,
kindergarten through university level, are held
in the Education Trust Fund, which is separate
from the general fund. Sales and income taxes
are the primary sources of monies for the
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Education Trust Fund; during the 1983-84 fiscal
year, the state experienced a $50 million sur-
plus out of a $1.4 billion education budget. At
the local level, the counties must assess a
minimum property tax millage rate before
school districts get a full share of state funds.
Alabama counties assign the revenue from a
variety of taxes for education, including gasoline,
tobacco, and beer and wine taxes.

Tennessee's Career Ladder promotion and
pay incentive program for teachers received
national attention when passed in a special
legislative session in early 1984. The session
passed the enabling legislation and appro-
priated the funds necessary for the innovative
program. The state’s resolve to improve its
kindergarten through high school education
system also can be seen in the 22 percent jump
in the education budget from fiscal year 1983-
84 to fiscal 1984-85. Education funding comes
out of the general fund, which is replenished
principally from sales taxes; Tennessee has no
state income tax. For local-level education
funding, counties may raise sales taxes by a
maximum of 50 percent of the state sales tax
rate, now set at 5.5 percent. Property taxes
provide 66 percent of local education funding,
with local option sales taxes contributing the
rest.

Financial Burden of .
Education in the Southeast

Inflexible, outdated funding systems explain
in part why some southeastern states have
failed to close the educational spending gap
vis-a-vis national norms. Several other factors
might explain why disparities in educational
expenditures persist. These include soaring
education costs and a greater financial burden
due to lower personal income levels and a
larger portion of school age children relative to
the population. We found limited support for
the argument that enrollments are higher, but
other explanations seemed ambiguous or
unconvincing on close examination.

One reason expenditure disparities persist
and convergence has not been more dramatic
is that educational costs have been rising more
rapidly than prices in general (see Table 4). For
example, after 1981 there was some moderation
in education cost increases as well as in the
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overall rate of inflation, but far less deceleration
in the cost of schooling than in other goods and
services. Indeed, the CPI slowed from a 12
percent increase in 1980 to 3.5 percent in
1983, while the education cost index continued
to rise at nearly double-digit rates. However, one
cannot draw the conclusion that such increases
necessarily reflect education cost increases
spiraling beyond the control of school admini-
strators. They might also represent widespread
decisions to increase public and private re-
sources committed to education. In either
case, the continuing rapid rise in education
costs has been increasingly burdensome for
many states and municipalities. However, the
burden is self-imposed if educational price
increases reflect the public choice to devote
more resources to schooling.

Other plausible reasons for the South’s on-
going lag in providing education for its populace
are per capita incomes in the region that are
lower than national averages and larger pro-
portions of school age children relative to the
total population. Several states within the region
have markedly higher student ratios than the
region as a whole (see Table 5). In Mississippi
and Louisiana, school age children equaled
approximately one-third of the adult population
in 1982 as compared with 27 percent for the
whole region and the nation. All the other
states except Florida exceeded the nation's
ratio. Florida's relatively low proportion of chil-
dren to adults is the reason the region compares
favorably with the nation. In all southeastern
states as well as the nation, the proportion of
school age children has declined by around 10
percent since 1972.

The Southeast has no more school age children
per family than the country as a whole, but this
statistical similarity is due entirely to Florida’'s
low ratio. In the aggregate the region is equal to
the nation, with an average of 60 school children
per 100 families. However, Mississippi and
Louisiana have higher averages of 70 per 100
families. These numbers are offset by Florida's
larger population and lower average of 50 per
100 families (see Table 5). Both measures
suggest that the burden of financing education
in many southeastern states is greater than in
the nation.

Where personal income is low, elevating
education expenditures to a par with higher
income regions would be burdensome to the
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Table 5. Selected Demographic and Financial Information, 1982

Education Expenditure/
Personal Income,

School Age/ Education Expenditure/ Excluding Federal Average Number of

Adult Population Personal Income Contributions School Age Children
(percent) (percent) (percent) Per Family L
1972 1977 1982 1972 - 4977 1982 1982 1972 = 1977 1982
United States 36 32 27 5.7 55 48 44 08 0.7 0.6
Southeast 37 33 27 54 59 45 3.9 08 0.7 0.6
Alabama 39 34 30 44 50 4.7 4.0 0.9 0.7 06
Florida 31 27 22 51 48 39 3.6 0.7 0.5 0.5
Georgia 39 35 30 54 53 45 40 0.9 0.7 06
Louisiana 43 38 32 6.4 55 46 4.2 1.0 0.8 0.7
Mississippi 42 38 33 6.0 54 4.8 3.7 1.0 0.8 07
Tennessee 36 32 27 49 49 4.5 3.9 0.8 0.7 0.6

Sources: Column 1 - U. S. Bureau of the Census, Current Population Reports;
Columns 2 and 3 - National Education Association, “Education Expenditures Estimated to Equal Current Revenues,” Estimates of School Statistics,
1972, 1977, 1982, personal income from: U. S. Bureau of the Census, Personal Income by Region;
Column 4 - U. S. Bureau of the Census (uses 1980 household data).

local population. Per capita personal income
levels in most southeastern states have yet to
converge with national norms despite substan-
tial progress since World War Il. Florida, the
most notable exception, enjoys near parity
with the nation, but other states remain as
much as 20 percent below the nation.

Table 5 compares each state’s spending for
public elementary and secondary schools with
personal income. Using this measure, we found
support for the widely held view that the South
has not made the “tax effort” to finance educa-
tion that other regions have. Mississippi is the
only southeastern state for which the per
centage of personal income devoted to educa-
tion rivals the national norm. Alabama comes in
a close second, with its percentage only frac-
tionally lower than the national average. How-
ever, this measure of educational support is
misleading, since in 1982 almost one-quarter
of Mississippi’s educational spending was
derived from federal sources and 15 percent of
Alabama'’s total came from Washington. Every
other state except Florida was more dependent
on federal funds than the national average of 7
percent (see Table 3). Discounting federal
funding, southeastern expenditures for educa-
tion as a proportion of personal income are
consistently lower relative to the nation (see
Table 5). Whether this lower effort reflects a
lack of ability and thus a greater burden, or
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simply unwillingness because of different
“tastes” for education is unclear. That is, we
cannot determine whether these ratios reflect
the lower income level, which typically reduces
purchases of most nonessential goods and
services, or whether they reflect social choices
determined by southeastern states’ historical
preferences to consume less education than
other regions.

Table 5 also shows that the proportion of
personal income devoted to education has
been declining both nationally and regionally.
This change is not surprising in view of federal
cutbacks for education spending and declining
school enrollments as the postwar baby-boom
generation matures.

Prospects for Future Financing

As the baby-boom children pass through the
school system and enrollments fall, school
districts could find themselves with more money
to spend on fewer students. In areas where
property tax revenues account for a significant
portion of school funds, this would be most
noticeable. But in areas where funding is pro-
portional to student attendance, which is fre-
quently the case as an increasing share of
financing is obtained from state general funds,
educational financing will decline unless allo-
cation formulas are adjusted. However, declining
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school enrollments also suggest less pressure
on school systems’ capital budgets to expand
physical facilities.

Southeastern schools still have a long way to
go before reaching the national average in
financing for education. School officials can ill
afford to lose funding if they hope to maintain
progress in upgrading the region’s educational
quality. The growing belief that education plays a
vital role in economic development seems
likely to strengthen support for increased edu-
cational funding among leadership groups
throughout the Southeast. The rising numbers
of parents who have reached much higher
educational levels than their forebears are
likely to demand even better educational oppor-
tunities for their children. The combination of
these potentially influential forces suggests
that ways will be found at least to maintain, if
not increase, the funds provided for public
schooling,

Summary and Conclusions

The Southeast’s educational expenditures
lag behind the nation’s on both a proportional
and a per pupil basis. Although growth has
been rapid during the past decade, expenditures
have increased only moderately faster than the
rate of inflation. On a constant dollar basis, the
spending gap between the Southeast and nation
has remained at about $200 per pupil during
the past decade, although the percentage dif-
ference narrowed from 26 percent to around
20 percent. Comparisons of cost-of-living dif-
ferentials can be interpreted to suggest that at
least part of the Southeast's lower educational
expenditures reflect social choices to commit
fewer resources to education, rather than en-
tirely reflecting ability to purchase more edu-
cation for fewer dollars because of its lower
labor and other costs.
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The financial burden of education is some-
what more severe in most southeastern states
than in the nation as a whole. The major reasons
for the relatively greater burden include a
larger number of students in proportion to the
adult population and lower per capita incomes.
A greater share of federal funds for education
than other states receive helps lessen this
burden in Mississippi and Alabama.

The relative shares of funds for public educa-
tion from local, state, and federal governments
have been changing. Federal and local financial
support has been declining relatively speaking,
but local funding has declined less in the
Southeast than nationally. State governments
are now the major source of education funds,
although proportions vary markedly among south-
eastern states. A variety of methods are used to
generate funds for education, but general sales
and income taxes are playing a growing role in
this process.

If states can devise ways to maintain an
undiminished flow of funds to support educa-
tion in the face of diminishing school enroll-
ments, opportunities for improving the quality
of education will increase in the years ahead.
However, if funds are cut as enrollments decline,
progress will be difficult, if not impossible, to
attain. Growing public support for education
and the rising educational level of the Southeast’s
adult population would seem to indicate that
the future demand for education will be suffi-
cient to give a dramatic boost to the priority of
school funding throughout the region.

(Charlie Carter and Joel Parker contributed to this article.)

'William E. Cullison, “Equalizing Regional Differences in Wages: A Study
of Wages and Migration in the South and Other Regions,” Economic
Review (Federal Reserve Bank of Richmond), vol. 70 (May-June 1984),
pp. 20-33.
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The Southeast’s
Occupational
Employment
Outlook

William ). Kahley

i E-' E AAAAAAA

While regional employment is expected to
advance swiftly over the next decade, the
mix of jobs likely will differ little from today’s.
Anticipated changes in job training
requirements suggest that southeastern
states will have to boost their

education spending, but numerous
employment opportunities will be available
even for workers with limited education.

Headlong growth of new technologies, increased
global economic interdependency, and national
economic recessions have combined in recent
years to heighten concerns about future employ-
ment opportunities in numerous blue- and white-
collar occupations. For example, there seems to
be a growing fear that an army of steel-collar
robots will displace welders and other blue-
collar workers in our traditional “smokestack”
industries. Numerous white-collar jobs also are
perceived to be in jeopardy as word processors
erase typing pool jobs and as expanding com-
puter graphics capabilities eliminate the need
for drafters. Many believe that a substantial
refocusing of our educational systems is necessary in
order to prepare for these changes in the work-
place.

Fear of job loss because of structural economic
change has deep historical roots. In eighteenth-
century England, the Luddites smashed new
textile looms that appeared to threaten their
jobs. Similar fears have troubled American workers
since the spread of railroads in the nineteenth
century and the later proliferation of auto-
mobiles and airplanes. For some workers, such
as wagonmakers and blacksmiths, job changes
had to be made. High unemployment, caused
by economic recession or depression, often
speeded up these structural employment
adjustments. Fortunately, our historical experi-
ence has been that the actual decline of wagon-
making and blacksmithing jobs was more than
offset by the expansion of jobs for these workers
as automobile welders and engine mechanics.

To help gauge the impact of future occupational
employment changes in the fast-growing econo-
mies of the Southeast, occupational employ-

The author is a member of the Atlanta Fed's Research
Department.
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ment projections from public and private sector
sources were gathered and analyzed. No
strong evidence emerged that the broad job
mix will change dramatically over the next 10
years. This finding indicates a likelihood that
regional states’ educational systems are adequate
to prepare workers for tomorrow’s jobs. However,
the job mix outlook is sufficiently hazy to merit
continued monitoring by government policy-
makers, educational system planners, and indi
viduals selecting an occupation. We are fortunate
in having a wealth of useful and improving job
mix information that can help us plan for the
future.

Forecasting the Worker Profile

One of life's most important decisions is se-
lecting a career or occupation. Information about
career opportunities in forthcoming years is
valuable in helping today's youth prepare for
their future in the workplace. Businesses and
communities also want to plan, and knowledge
about the likely job market structure can assist
their efforts. From the perspective of public
institutions and policymakers, insights about the
likely future worker profile can be crucial. Govern-
ment policymakers, who will be called upon to
help provide retraining programs for displaced
workers, need to know which occupations are
likely to grow or decline. Moreover, the clearer
our picture of the future labor market, the better
our educational system can prepare workers for
tomorrow’s jobs.

Envisioning the worker profile of the future
requires forecasting both the supply of available
workers suitable for different jobs and the avail-
ability of jobs, including the characteristics or
skills they entail. Relative potential shortages or
surpluses of workers and jobs can then be
analyzed and manpower planning actions taken
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to help insure a generally balanced growth of
skills and requirements in the labor market.
Unfortunately, our ability to foresee the impact
of future changes in technology and other factors
that influence the supply of and demand for
workers and jobs is limited, particularly as our
time horizon is lengthened and as we attempt
more detailed analyses. These uncertainties
necessarily cloud any set of projections, and
warn us to maintain a careful watch for changes
in the labor market outlook.’

From a regional perspective, some projections
of the future labor market are available that
facilitate a broad understanding of the changing
shape of the southeastern economy over time.
These projections, from state and national statisti-
cal agencies and private-sector forecasting ser-
vices, provide tentative answers to such important
questions as: How fast are jobs expected to grow
in the Southeast compared with the nation?
How will the employment growth influence the
types of jobs that are created? Does the expected
changing occupational pattern suggest an un-
usual departure from recent historical experience
in manpower planning requirements? Answers
to these questions, although imprecise, can assist
in planning labor supply programs to meet future
employment needs, or in changing labor supplies
to create new employment opportunities in the
region.

BLS National Labor Market Projections

The U.S. Department of Labor's Bureau of
Labor Statistics (BLS) is the major source of
information about national labor market de-
velopments. Besides providing historical data,
the BLS prepares biennial projections covering:
(1) the labor force, (2) aggregate economic
performance, (3) industry final demand and total
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industry production, (4) industry employment
levels, and (5) occupational employment by
industry. The current BLS projection covers the
national job outlook through 1995.2

BLS projection procedures for each of the five
areas are separate but related. The BLS system is
an extremely sophisticated and substantial under
taking. Briefly, its procedures include the develop-
ment of projections concerning:

- the labor force

- gross national product (GNP)

- disaggregation of GNP into major sectors
of demand such as consumption and
investment

- distribution of sectoral demands into de-
tailed industry output

- calculation of total industrial production in
conjunction with a projected input-output
table

- estimation of industry employment through
use of projected industry productivity

- projection of an industry-occupation matrix
for each industry to calculate employment
by occupation.

The BLS makes several employment and oc-
cupation projections based on alternative as-
sumptions about fiscal and monetary policy and
other factors that generate alternative economic
scenarios. It utilizes a large-scale macroecono-
metric model of the U.S. economy, as well as
similarly detailed input-output and industry-oc-
cupation matrices and Bureau of the Census
population projections based on trends in birth,
death, and migration rates.

What do these projections foresee as the major
expected developments in the occupational
structure nationally? For one thing, they project
that white-collar jobs, led by the growth of
professional and technical workers, will increase
faster than any other group if aggregate economic
activity and industry demand patterns follow the
bureau’s moderate growth path. Faster-than-
average increases for nonwhite-collar workers
are expected only for service workers and blue-
collar craft workers, while other blue-collar jobs
should grow at a below-average pace and farming
occupations will decline. These changes would
boost the share of total employment accounted
for by professional and technical workers as well
as service workers, according to the BLS. On the
other hand, the employment shares of operatives,
laborers, and farm occupations are expected to
decline. (“Operatives” includes a wide range of
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jobs, from assembling goods in factories to driving
trucks and operating certain types of machinery.)

Some of these changes would continue trends
that have persisted over the past few decades,
but others would represent major departures
from long-term trends. For example, for decades
professional/technical and service jobs have been
growing faster than total employment while
operative and labor jobs have been growing
slower. The BLS believes farm occupations will
decline more slowly than in the past, but that
the drop still will be large. The projected
average growth rate of clerical jobs represents
a slowdown from faster-than-average growth
over the past 20 years.®

These BLS projections of major trends are
likely to prove fairly close to reality. The BLS itself
analyzes its past projections for accuracy. Its 10-
year-old projections for 1980 were on target for
professional and service occupations, the two
fastest growing occupational groups in the 1970s,
and correctly identified these workers and cleri-
cal employees as the three fastest-growing groups.
BLS projections also were reasonably accurate
for all but administrative and nonfarm laborer
occupations (which the bureau underestimated)
and operative occupations (which were overesti-
mated). In general, the BLS has in the past been
more successful in identifying employment growth
than employment declines.* But recent improve-
ments in its occupational outlook program offer
encouragement that the current BLS projections
will be even more reliable than earlier ones.

Regional Labor Market Projections

Technological change, variations in industrial
growth and occupational staffing patterns, and
other factors with a significant impact cause
occupations to expand at different rates in the
Southeast than nationwide. To find out how the
region’s broad occupational structure is likely to
change compared with the nation’s, we used
long-term forecasts of state employment levels
by industry generated by Data Resources, In-
corporated (DRI). Similar projections also are
available from state agencies in the Sixth District.

For each of the six states in the Sixth District
and for the nation, we projected major occupational
groups by applying DRI's projected industry
employment data to the BLS national industry
occupation matrix. For example, the projected
employment in Alabama’s apparel industry was
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applied to the corresponding national occu-
pational employment pattern (relative number
of operatives, managers, professionals, and so
on). After similar calculations of the expected
occupational staffing of employment in other
Alabama industries, we derived total employ-
ment in the state’s major occupational groups
from aggregation across all industries for the
projected year. Regional totals are aggregations
across the six states.

The resulting occupational employment pro-
jections for Sixth-District states and the nation
indicate patterns of change in the region’s broad
occupational structure similar to those projected
to occur nationally between 1982 and 1995.5
The three fastest growing occupations nationally
and regionally are professional/technical, managers/
officials, and sales workers (Table 1). The three
occupations that will add the most workers both
regionally and nationally are professional/techni-
cal, service, and clerical workers.®

Several important observations emerge from
inspecting these national and regional projections.
One is that the occupational outlook for both
areas in the coming years is similar to what it has
been over the past decade. For example, pro-
fessional, service, and clerical jobs posted the
fastest growth and added the most jobs in the
1970s. Generally, the continuing shift of jobs out
of farming and slow growth of operative and
labor occupations contrasts sharply with the
quick expansion of white-collar and service oc-

cupations, and represents an important trend
nationally and regionally.

The BLS expects service-producing industries,
including transportation, communications, public
utilities, trade, finance, insurance, real estate,
other services, and government, to account for
nearly three out of four of all the new jobs
nationally between 1982 and 1995. Various
miscellaneous business service industries are
expected to pace employment growth within
the service-producing sector. Medical care, busi-
ness and professional services, hotels, personal
services, and nonprofit organizations are projected
to account for one-third of all the new jobs
created in the 1982-1995 period, especially
boosting professional, service, and clerical jobs.
These industries and occupations will grow es-
pecially fast in the Southeast, fueled by continued
population migration to the region and above-
average economic growth of the southeastern
economy, including its important tourism industry.

What's more, the Southeast is generally ex-
pected to grow at a substantially faster pace than
the nation through 1995. In 1982, the Southeast
accounted for 12.7 percent of all U.S. non-
agricultural employment. This share should rise
to 13.2 percentin 1995 as a result of the region’s
relatively rapid growth. Sixth-District states are
expected to account for over 15 percent of the
new jobs created nationally in the 1982-85
period.

Table 1. Worker Profile Changes Nationally and Regionally, 1982-1995*

G Distribution Net Change Percent Change

United States Southeast 1982-1995 1982-1995

1982 1995 1982 1995  US. SE us. SE
Professional, technical, and related workers 164 17 147 154 4,408.5 587.6 30 35
Managers, officials, and proprietors 84 9.0 87 94 25822 393.1 34 40
Salesworkers 64 6.5 6.6 6.8 1,533.2 254.3 27 34
Clerical workers 204 201 20.7 204 41600 6441 23 27
Craft and related workers 11.0 112 12.0 12.2 2,636.3 426.0 27 31
Operatives 136 126 134 12.1 1,9065 2174 16 14
Laborers, except farm 6.1 58 6.9 6.6 998.0 190.2 18 24
Service workers 16.7 16.8 16.5 17.0 3,732.1 621.6 25 33

*Wage and salary employment in non-agricultural establishments.

Sources: Data Resources, Incorporated and the Federal Reserve Bank of Atlanta.
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Above-average growth of jobs and population
has characterized the Southeast in recent de-
cades. Florida’'s population increase has paced
the region’s growth, with the bulk of its gain from
population migration, particularly of retirees. But
all of the District states registered population
growth rates that exceeded the nation’s in the
1970s and, according to the Census Bureau,
Mississippi was the only regional state that failed
to gain from migration in the 1975-80 period.
The bureau expects Florida's population to con-
tinue to boom, enabling the region’s population
to grow twice as fast as the nation’s; however, it
anticipates that Alabama and Mississippi will
grow at below-average rates.

Some significant differences remain between
the region’s and the nation’s occupational growth
patterns. In terms of relative occupational growth
rankings, services should expand more rapidly
than craft occupations in the region, but not soin
the nation. Moreover, the rankings of absolute
job increases by occupation vary somewhat. In
contrast to the nation, the region’s clerical and
service job increases outrank professional job
increases, and sales jobs increase more than
operative occupations. These contrasts are attri-
butable to relative differences in the mix of
industrial growth. The Southeast is growing rela-
tively rapidly in services and trade industries that
employ white-collar workers rather than craft
workers or operatives.” Although professional and
technical occupations are underrepresented in
this region and are projected to remain low
compared with the nation, the expected languid
growth of operative jobs here may alter the
perception of the region as a producer of jobs in
branch plants of low-wage industries. (The growth
rate of jobs for operatives is the only occupational
category projected to be higher for the nation
than for the region.)

The faster overall growth of employmentin the
Southeast versus the nation and the relative
occupational growth differences between the
two combine to shift the relative concentration
of occupational employment in the Southeast.
The region reported a higher percentage of its
work force employed in managerial, sales, clerical,
craft, and labor occupations in 1982 than did the
nation as a whole, implying a regional concen-
tration in these occupations. By 1995, the con-
centration in sales workers should rise slightly,
while that in operative occupations should dis-
appear (Table 2). The region’s below average
employment of service workers in 1982 also is
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Table 2. Regional Occupational Concentrations
1982 and 1995*

1982 1995

Professional, technical,
and related workers 90 90
Managers, officials, and proprietors 1.04 1.04
Sales workers 1.02 1.04
Clerical workers 1.02 102
Craft and related workers 109 1.08
Operatives 100 95
Laborers, except farm 114 115
Service workers 99 1.02

*Concentration refers to the relative importance of employment in an
occupational group in the region relative to that group's importance
nationally. A number greater than one indicates that employment in an
occupation accounts for a higher share of regional employment than it
does nationally. The concentration number is the ratio of the share of
regional employment in a particular occupation to that occupation’'s share
of national employment.

Source: Federal Reserve Bank of Atlanta

expected to reverse by 1995, causing a slight
concentration by that time.

Broad Structural Change within the Region

Changes in the occupational structure of the
entire region mask even greater shifts at the
state level. For example, the Southeast’s faster
overall growth of jobs is attributable to above-
average growth in Florida, Georgia, and Louisiana
(Table 3). Employment in Florida should grow
two-thirds faster than employment nationally,
and account for nearly half of all the jobs created
in the region in the 1982-1995 period. The net
effects of the shifts in regional states’ overall em-
ployment growth and industry mix can be sum-
marized by examining changes in their occu-
pational concentration in the 1982-1995 period
(Table 4).

The general decline in the relative importance
of operatives in the Southeast's occupational
mix is caused by reduced operative employment
in such areas as Tennessee's leather industry,
mining in Louisiana, and food processing across
the region. Moreover, the number of operatives
in the regionally important textile and apparel
industries is expected to grow only slowly in the
next several years. These trends contribute to
expectations of a slight overall decline in the
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Table 3. Employment Growth in the Southeastern States, 1982-1995

Non-Agricultural Employment, Absolute Change Average
1982 1995 1982-1995 Annual Growth

Alabama 1,314.9 1,549.9 235.0 1.4

Florida 3,762.4 5,306.7 1,544.3 32

Georgia 2,201.6 2,856.4 654.8 2.3

Louisiana 1,614.2 2,086.6 472.4 2.2

Mississippi 793.1 916.5 1234 1.2

Tennessee 1,688.5 1,983.3 294.8 1.3

Southeast 11,3747 14,6994 3,324.7 22

United States 89,638.0 111,400.0 21,800.0 1.9

‘Sources: Data Resources, Incorporated and the Federal Reserve Bank of Atlanta.
Table 4. State Occupational Concentrations, 1982 and 1995

Alabama Florida Georgia  Louisiana Mississippi Tennessee

Occupation 1982 1995 1982 1995 1982 1995 1982 1995 1982 1995 1982 1995
Professional, technical, and related workers 87 86 95 94. 84 86 90 88 86 86 89 90
Managers, officials, and proprietors 100 99 408108 102 10t 106 107 100 100 101 100
Sales workers 90 980 114 114102 107 498 99 90 90 97 . 96
Clerical workers 97 .95 1.08 107 1.06 101 107 B89 95 84 97 97
Craft and related workers 112 114 102 101 107 102 122 130 112 111 108 107
Operatives 123 126 e 7h g2 s 108 90 8123 $ 5190116
Laborers, except farm 120 121 107106 137 114 119 125 121 124 112 121
Service workers 92 .92 108 109 96 100 98 99 93 94 90 - g5

Source: Federal Reserve Bank of Atlanta.

importance of manufacturing in the region com-
pared with the nation. On the other hand, the
small increase in concentration of sales and
service occupations reflects the growing impor-
tance of diverse trade and service industries in
serving the region’s expanding market. The abso-
lute number of farm workers is declining both
nationally and regionally, as growing mechanization
in agriculture continues to reduce the need for
manual labor.

Despite the region’s relative decline in the
importance of operative jobs, both Alabama and
Mississippi are slated to increase their already
high concentration of workers in these occupations.
The reason is that manufacturing job advances in
these states are the highest in the region com-
pared with overall employment growth, and
operative occupations account for nearly four

FEDERAL RESERVE BANK OF ATLANTA

out of ten manufacturing jobs.(In addition, some
of the job gains represent recovery from the
severe dropoff in manufacturing activity in these
states during the 1981-1982 recession.)
Another major interstate difference is that
laboring occupations should increase in relative
importance in Louisiana and Tennesee but de-
cline in Georgia. Georgia's outlook also is unusual in
that the relative importance of sales and service
occupations is expected to increase substantially
more than in other states, perhaps reflecting
Atlanta’s key role as the region’s commercial and
distribution center. Nevertheless, Florida should
continue to have the highest concentration of
sales and service workers among Sixth-District
states. Georgia also is expecting a decline in its
relative concentration of craft workers while
Louisiana’s concentration, already high, should
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increase substantially. Increased laborer and craft
employment in Louisiana appears to be associated
primarily with expected expansion of its energy
sector and port-related activity.

Detailed Occupational Changes

Employment growth rate differences among
broad occupational groups in the region translate
into even greater variation in the job growth of
detailed occupations, both nationally and region-
ally. For the nation, detailed outlook information
for approximately 200 occupations is described
in the BLS's Handbook and other publications.
Analogous outlooks for regional states are pro-
vided by State Occupational Information Coordi-
nating Committees (SOICC) in the District®
(See Appendix.)

The BLS expects the national economy to
generate about 25.6 million additional jobs be-
tween 1982 and 1995, of which nearly half will
be in only 40 of the 1,700 occupations for which
projections were made. Generally, occupations
that will account for the most additional jobs are
already large, each employing more than 250,000
workers in 1982. The 20 occupations with the
largest job growth are shown in Table 5. Laborers,
including farm workers, constitute the only major
occupational group missing from the list of occu-
pations with the largest job growth; six of the
listed occupations are for service workers and
four are professional/technical occupations. An
important generalization about the numerically
large occupational increases, also reflected in
this incomplete listing, is that employment in
jobs requiring a college degree or specialized
technical training is likely to increase significantly,
but so are many jobs that require no education or
training beyond the high school level. :

Occupations with the largest growth in number
of jobs generally are not the occupations growing
at the quickest rate (Table 5). Electrical and
electronic technicians, computer operators, pro-
grammers and systems analysts, and electrical
engineers are the only occupations among the
20 fastest growing that are also among the 40
occupations with the largest job growth. The
fastest growing occupations tend to be in the
computer, engineering, or health fields and re-
quire postsecondary schooling.

Occupations that are expected to decline
come from all of the major occupational groups
except sales workers. It is anticipated that the 20
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most rapidly declining occupations will lose
903,000 jobs, with about 60 percent of those
jobs accounted for by private household workers,
farm workers, and farm owners and tenants. The
decrease in college and university faculty jobs
accounts for one out of eight lost jobs in the
twenty most rapidly declining occupations, fully
11 percent of such jobs held in 1982. The
projected decline in college teaching jobs, posts
that require the highest educational attainment,
is attributable to sagging college enrollments
following the education of the baby-boom gene-
ration. Several of the other declining occupations
on the list have been affected adversely by
technological change. For example, advances in
communications equipment are lessening the
demand for telephone operators, typesetters,
and compositors.

Many of the jobs that are expected to show the
largest growth nationally also are expected to
provide a large share of regional jobs. Building
custodians—janitors, porters, and cleaners—top
the list of occupations with the most significant
growth both nationally and regionally. Other
occupations with the largest national growth,
such as cashiers, secretaries, office and sales
clerks, waiters, and waitresses, also are among
the occupations with the greatest expected job
growth in southeastern states.

Despite a similar overall pattern, the regional
job outlook for particular occupations in some
instances differs significantly from the national
outlook. Among the major differences are the
region’s less favorable outlooks for registered
nurses, kindergarten and elementary teachers,
automotive mechanics, computer programmers,
operators and systems analysts, and electrical
engineers and technicians. The region’s outlook
is more favorable for fast-food restaurant workers,
typists, and bookkeepers.

The less favorable outlook for registered nurses
and elementary schoolteachers may seem sur-
prising in light of the Southeast’s above-average
population growth. For registered nurses, even
Florida, with its growing elderly population in
need of relatively more health care, projects a
lower share of new nursing jobs in this decade
than is projected for the nation inthe 1982-1995
period. However, it appears that southeastern
states rely more heavily on licensed practical
nurses (LPNs) than on registered nurses.® LPNs,
as wellas nurses aids, are expected to grow faster
regionally than nationally in the coming years.
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Alabama is the only Sixth-District state that
expects its elementary schoolteachers to ac-
count for a higher share of employment growth

L than nationally, while Tennessee expects its
number to decline. The Census Bureau expects
the nationwide drop in the elementary school
population to reverse by the mid-1980s, improving
the job prospects for kindergarten and elemen-
tary schoolteachers, both nationally and regionally.
However, among regional states, the National
Planning Association expects only Florida to
register faster growth of the elementary school
age population than the nation in the 1985-1995
period.

It might seem that the policy implication of
these changes for the region’s educational plan-
ners is that the lessening of relative population
pressure will abet their efforts to improve the
quality of elementary education in their states.
However, the difference between the regional
and national growth rates of the elementary
school age population is small. Moreover, the
region’s secondary school age population will
drop proportionately less than nationally through
the end of this decade, when it will begin again to
expand at about the same rate nationally and
regionally. Also, employment of college teachers
in the Southeast is expected to rise in the 1980s,
while the college and university faculty is pro-
jected to decline by 15 percent nationally in the
1982-1995 period. These trends suggest an in-
creased relative burden on the region’s educational
system.

Some of the region’s other major differences in

particular outlooks are in line with expected

relative developments among industries, region-
ally and nationally. In the region’s trade and
services industries, for example, above-average
growth is anticipated, promising above-average
increases in typing and bookkeeping jobs and in
employment at fast-food establishments. The
reasons for projected below-average relative
increases in computer-related jobs are less ob-
vious, however. Part of the difference un-
doubtedly results from the dissimilar time periods
used for the projections. An especially high
employment trend for these occupations would
favor their contribution to overall growth more
for the lengthier and later national projection
period.

Within the region, particular state outlooks for
some jobs diverge dramatically from regional-
national differences. As mentioned, Tennessee
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expects the number of elementary schoolteachers
to decline in the remaining years of this decade.
The state’'s employment of carpenters also is
projected to decline in the eighties, in contrast to
relatively large growth elsewhere in the District
and in the nation. The projection for Tennessee
is that construction craft workers will see the
slowest growth rate of any cluster of craft worker
occupations, perhaps because of an anticipated
slowdown in population growth.

In some instances, regional states project em-
ployment growth for an occupation for which a
decline is expected nationally. College teachers
offer one example and roustabouts (deck hands
or waterfront laborers) are another. A 33 percent
increase in roustabout employment is looked for
in Louisiana and a 48 percent rise in Mississippi,
whereas nationally the number of roustabouts is
expected to decline 14 percent by 1995. A
possible reason for this divergence is the con-
centration of shipping at “load centers.” Some
examples of relatively large employment growth
in individual states but low growth nationally
include sewing machine operators in Alabama
and welders and flamecutters in Louisiana.

Policy Implications and Conclusions

Changes in regional employment by occupation
may require significant adjustments to the edu-
cational system if it is to prepare tomorrow's
workers adequately. Increased claims are made
on the system when continued population and
income growth heighten demand for goods and
services, causing greater need for trained workers.
An additional regional burden may be associated
with the southeastern states’ desire to improve
the relative performances of their educational
systems. Finally, differences in the occupational
growth mix between the region and nation may
require spending relatively more or less on edu-
cation compared with the nation, depending
upon the educational requirements of particular
jobs.

What can be said about these issues based on
the employment changes that have been dis-
cussed? The projected faster growth of regional
than national employment in the years ahead
suggests that the Southeast's education expendi
ture likely will account for a growing share of
national spending on schools. However, expanding
job opportunities in the region also are attracting
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Table 5. Major National Occupational Changes, 1982-1995

Twenty Occupations with Largest Job Growth

Change in Percent of
total employment total Percent

Occupation (in thousands) job growth change
Building custodians 779 3.0 275
Cashiers : 744 29 474
Secretaries 719 2.8 29.5
General clerks, office 696 2.7 296
Sales clerks 685 2.7 235
Nurses, registered 642 2.5 48.9
Waiters and waitresses 562 2.2 33.8
Teachers, kindergarten and

elementary 511 2.0 374
Truck drivers 425 Yl 26.5
Nursing aides and orderlies 423 1.7 34.8
Sales representatives, technical 386 15 29.3
Accountants and auditors 344 1.3 40.2
Automotive mechanics 324 1.3 38.3
Supervisors of blue-collar workers 319 12 26.6
Kitchen helpers 305 1.2 35.9
Guards and doorkeepers 300 1.2 47.3
Food preparation and service workers,

fast food restaurants 297 1.2 36.7
Managers, store 292 11 30.1
Carpenters 247 1.0 28.6
Electrical and electronic technicians 222 .9 60.7

Twenty Fastest Growing Occupations

Percent growth in

A3d DIWONODI v861 YIGWIAON

Occupation employment
Computer service technicians 96.8
Legal assistants 94.3
T m Computer systems analysts : 85.3
Digitized for FR&SER Computer programmers 76.9
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Physical therapy assistants
Electrical engineers

S Civil engineering technicians 63.9
2 Peripheral EDP equipment operators 63.5
a5 Insurance clerks, medical 62.2
@ Electrical and electronic technicians 60.7
z Occupational therapists 59.8
§ Surveyor helpers 58.6
z Credit clerks, banking and insurance 54.1
o Physical therapists 53.6
g Employment interviewers 52.5
= Mechanical engineers H2.1
§ Mechanical engineering technicians 516

Compression and injection mold machine operators, plastics 50.3

Twenty Most Rapidly Declining Occupations

Percent decline

Occupation in employment
Railroad conductors —32.0
Shoemaking machine operatives —30.2
Aircraft structure assemblers —21.0
Central telephone office operators —200
Taxi drivers —189
Postal clerks =179
Private household workers —16.9
Farm laborers —159
College and university faculty —15.0
Roustabouts —144
Postmasters and mail superintendents —138
Rotary drill operator helpers —-11.6
Graduate assistants -11.2
Data entry operators —-10.6
Railroad brake operators = 98
Fallers and buckers = 84
Stenographers w
Farm owners and tenants =18
Typesetters and compositors T o
Butchers and meatcutters - 63
Digitized for FRAGER Source: Bureau of Labor Statistics.
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trained workers from elsewhere, somewhat miti-
gating the need for training workers locally.™
Even so, the pattern of local growth of population
and income translates into a need to boost
spending on education relative to the nation.
Both the school age population and personal
income are expected to rise at above-average
rates over the next ten years.

If educational policymakers in the region want
their school systems to catch up with the national
average school performance, even more local
spending per student may be needed. An analysis
of how much additional spending would be
required to upgrade southeastern educational
systems is beyond the scope of this study.
However, the additional burden of increased
spending on education would be eased some-
what if, as expected, personal income in the
region grows at an above-average rate.

To evaluate the impact on educational systems
of expected differences in the occupational
employment growth mix, we calculated a crude
summary index of the amount of education
required per additional expected worker for
regional states and the nation. The index was
constructed by attaching an educational weight,
on a scale of 1 to 5, to each of the 40 largest
occupational increases for the nation. For example,
occupations requiring the least amount of formal
education, such as janitors and trade helpers,
were given a weight of 1. At the other extreme,
those occupations that required post-graduate
training or education, such as physicians, were
given a weight of 5. The expected increases in
the occupations were then multiplied by the
educational weights and summed for regional
states and the nation.!!

Comparison of these per worker indexes for
the states, the region, and the nation suggests
that fewer years of education per new worker
will be needed in the Southeast than nationally.
Within the region, Florida and Georgia workers
will call for the most education, but intra-regional
differences are slight relative to state index
differences from the national index value.'?

Although fewer years of education per worker
may be required in the Southeast than in the
nation, future growth still is likely to continue the
region’s per capita income convergence toward
the national average. To evaluate the impact on
personal income per capita of the region’s oc-
cupational employment mix, weighted average
hourly wage rates were calculated for southeastern
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states and the nation.'® All of the southeastern
states are projected to have lower weighted
average hourly wage rates (per new worker) than
the nation, with the regional average falling 40
cents short of the $5.15 national average. How-
ever, except for Florida, the expected ratio of each
state’s wage rate to the nation’s is higher than its
1983 ratio of per capita personal income to the
nation’s.'® In 1983, the region’s per capita per-
sonal income was 88 percent of the nation's,
while its expected average hourly wage rate is 92
percent of the anticipated national average. Thus,
the projections used in this study suggest a
continuation of above-average growth of the
region’s average income.

Unfortunately, it is not possible to determine
whether the occupational employment outlook
discussed in this study portends a future surplus
or shortage of workers with particular skills in the
region. Nationally, a decline in the number of
labor force entrants is occurring following ab-
sorption of the baby-boom generation. Some
argue that a growing shortage of low-skill labor
will result from this demographic shift. If so, the
employment prospects for numerous unskilled
workers in the region will brighten.

The unknown magnitude of future migration
flows into the region contributes to the difficulty
of foreseeing potential shortages or surpluses of
different types of workers. However, the move-
ment of workers into the region has helped fill
worker shortages in the past, and it is likely that
migration of workers into the region will con-
tinue to make up for local shortages of workers in
the years ahead.

Several major conclusions emerge from this
study of changing employment patterns. One is
that, while employment in the region is expected
to grow at an above-average pace, the resulting
pattern of occupational employment is not ex-
pected to change substantially in this decade.
Moreover, local changes are expected largely to
mirror national trends in the major occupational
categories. Although comparisons at a detailed
occupational level are less certain, there is some
evidence that these relative changes will not be
overly burdensome for the region’s educational
system. This is not to say, however, that an effort
to alter the occupational distribution of regional
workers through increased spending on education
will not prove laborious. If public policymakers
wish to change the region’s occupational outlook,
to render it more “high tech,” for example, a
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substantial additional investment in education
may be required. Moreover, it appears that
national trends are quite strong, suggesting that
educational policy changes made today will
have little influence in the years immediately
ahead.

All in all, our findings suggest that manpower
planning policies focusing on providing basic

'There is an important distinction between forecasts and projections. An

employment projection is a numerical statement about future growtiy,
worked out under a specific set of assumptions concerning tie factors
that affect employment. A forecast is similar to a projection, but implies
that tiie autiior or user believes tiiat a particular projection indicates tiie
most likely growtin. Thus, all forecasts are projections, but not all
projections are forecasts.

¢BLS's outlook is discussed in five articles in its Monthly Labor Review
(November 1983). A major product of BLS researci on employment in
occupations that is extremely valuable for use in vocational guidance in
its Occupational Outlook Handbook. Thie biennial Handbook presents
detailed current information and job prospects covering about 200
occupations. For tiiese occupations, the Handbook discusses job duties,
working conditions, level and places of employment, education and
training requirements, advancement possibilities, job outlook, earnings,
other occupations that require similar aptitudes, interests, or training, and
sources of additional information.

JBeginning with statistics from the 1980 Census, the government is using
a whole new system for classifying occupations. Unfortunately, it is
extremely difficult to analyze occupational structure ciianges because
occupations have been grouped muci differently thian in tiie past Fora
good discussion of tiie ciianges, see M. F. Riciie, “Thie Blue-Collar Blues,’
American Demographics, vol. 5 (November 1983), pp. 20-23.

4See M. L Carey and K. Kasunic, “Evaluating the Projections of Occu-
pational Employment,” Monthly Labor Review, vol. 105 (July 1982), pp.
22-30 for a detailed discussion of tiie accuracy of BLS projections.

°It might be argued that,by applying the national industry occupational
matrix to projected state industry employment, we are forcing ciianges in
the region's occupational mix to conform to tie pattern of ciiange that
occurs nationally. To an extent, of course, tiis is true. But the region’s
occupational mix depends on its industry employment mix as well as its
industry staffing patterns, and tiie region'sindustry mixin 1982 and 1995
differs substantially from tiie nation's.

Unfortunately, it is not possible to calculate the separate impacts of
these two determinants of occupational patterns from available data
However, we have determined that, in 1982, differences in the
regional-national industry mix caused the region to have 200,000 and
professional and technical workers, and 175,000 more craft workers
and laborers, than it would have had with the same industry mix as the
nation. With the same industry mix as the nation in 1995, the region
would have 270,000 more professional and technical workers, 145,000
more operatives, and 220,000 fewer craft workers and laborers. Thus,
the industry-mix effect is an important factor in determining the
region's occupational employment pattern. See also note 7.

°The comparisons made here are between DRI projections of tiie national
and regional work forces. If we compare tiie DRI national projections to
the BLS national projections slight differences are indicated. DRI is less
optimistic about clerical, operative, and farm occupationsthan BLS and is
more optimistic about thie growth of managers and officials. As a conse-
quence, the relative growtii rankings of tiie two projections are somewiiat
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skills to help individuals adjust to near-term shifts
in labor markets make good sense. Meanwhile,
additional study concerning the costs and bene-
fits of alternative long-range policies, now in
progress in regional states, also seem justified.

(David Avery provided extensive and valuable assistance in
making the necessary computer calculations of the figures in
this article.)

NOTES

different. However, tiiey are generally in agreement and tiieir rankings of
absolute job chianges are identical.

‘It is important to empiasize that our occupational projections utilize a
national industry-occupation matrix. If individual statewide matrices were
used, the resulting occupational ciianges could vary from those reported
because of differences in national and state industry staffing patterns.
For our purpose, iiowever, tiie national matrix is preferred because tie
BLS adjusted the cells in the projected matrix to account for expected
changes in industry staffing patterns due to teciinological change,
product mix shifts, and other factors thatinfluence tiie industry-occupation
mix We expect that these chianges will ielp move industry staffing
patterns in tiie region toward national staffing patterns.

“For BLS publications, see note 2. A National Occupational Information
Coordinating Committee (NOICC) was created by Congress as a part of
the Educational Amendments Act of 1976 and modified by additional
legislation in subsequent years. Eacii state is required to inave an SOICC
composed of four state agencies. Typically, a state's Board of Education,
Employment Security Agency, Job Training Coordinating Council, and
Vocational Services agency constitute its SOICC. Goals of astate SOICC
include: development and utilzation of an occupational information
system; improved communication and coordination: provision of career
information to youtii and adults seeking career changes; and training
those wiho use occupational information.

*See B. H. McCrackin, “Dynamics of Growtir and Chiange in tie Healtir-
Care Industry,” Economic Review (Federal Reserve Bank of Atlanta), vol.
67 (October 1984), pp. 32-42

See W. J. Kaliley, "Migration: Chianging Faces of tive Soutiy, Economic
Review (Federal Reserve Bank of Atlanta), vol. 67 (June 1982), pp.32-42,
tor a discussion of the impacts of migration on tiie region.

"The educational weigihts were derived from the discussion of tie
educational requirements of different occupationsin BLS's Occupational
OQutlook Handbook. The weigiting scale is as follows: 1 = primary
education, 2= secondary education, 3 = post-secondary or teciinical,4 =
college education, 5 = graduate education.

2The indexes are crude and only suggestive as a summary measure. That
is because we calculated tiie index on the basis of occupational
education requirements for the 40 fastest growing occupations for tiie
nation, and the time periods for tiie state and national projections are not
the same. Results of tiie index are, however, consistent witii tiie relative
growti patterns of several occupations discussed earlier.

'3The weighted average hourly wage was calculated by multiplying tie
amount of job growti) expected for eacii of tiie 40 occupations siiowing
the largest growtii in tiie years aiiead by the associated occupational
wage rates in Florida in 1982, summing them, and tihen dividing by tiie
total job growth for these occupations.

One factor that helps explain Florida's exception is the importance of
retirees there. In Florida, the per capita personal income of retirees is
higher than for thie entire state population. Thus, including their above-
average state incomes would raise Florida's expected per capitaincome
based on worker wage rates, bringing it closer to the national norm.
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State Occupational Employment
Projections, 1980-1990

Occupational employment projections are available
from each Sixth-District state’s SOICC for the 1980-
1990 period. The table below summarizes the industry
employment changes, by major occupational category,
that each state expects in this decade. All of the states
also prepare detailed occupational outlooks that are
available to the public.

Despite several major differences between these
state projections and the BLS and DRI projections of
occupational employment, the state projections re-
semble the others in that professional/technical, clerical,
and service occupations are expected to provide the
most jobs in the coming years (see Table below).

One obvious factor in the differences between the
state and DRI projections is the time period over which
they are made. The state projections cover the 1980-

Appendix

1990 period compared with DRI's 1982-1995 projection
period. Another major difference between the two is
that the state projections use industry-occupation matrices
based on actual historical industry staffing patterns for
the individual states. We applied the BLS projected
national industry staffing pattern to DRI's industry em-
ployment projections for each state to calculate state
occupational distributions. A third major difference be-
tween the projections is that the economic and tech-
nological assumptions underlying them may differ sub-
stantially.

The accuracy of occupational projections obviously
depends upon the accuracy of the associated as-
sumptions of industry employment growth. In this instance,
differences in assumptions render the states’ pro-
jections of overall employment growth relatively opti-
mistic compared with DRI's. Relative to employment

et

Employment by Major Occupational Category

Occupational Distribution

Professional, technical, and related workers
Managers, officials, and proprietors

Sales workers

Clerical workers

Craft and related workers
Operatives

Laborers, except farm
Service workers

Employment (in millions)
Percent Change

Sources: State Department of Labor and the Federal Reserve Bank of Atlanta.

Alabama Florida

Alabama Florida |
1980 1990 1980 1990
166 173 163 16.4f
7.3 7.2 9.1 9. I
56 56 73 e.zF
174 178 216 22|
7 50 113 105
188 182 109 107
7.8 76 6.5 6.2}
128 . 147 171 18I
1.4 16 35 5.2k
17 49
Georgia

Chief, Research and Statistics
Department of Industrial Relations
Industrial Relations Building, Room 427
649 Monroe St, Montgomery, AL 36130
(205) 832-5263

Director, Alabama Occupational
Information Coordinating Committee
First Southern Towers, Suite 402
100 Commerce Street

Montgomery, AL 36130

(205) 832-5737
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Director, Research and Analysis, Division
of Labor and Employment Security
Coldwell Building, Tallahassee, FL 32301
(904) 488-1048

Director, Florida Occupational Information
Coordinating Committee

124 W. Jefferson Street

Tallahassee, FL 32301

(904) 224-3660

Director, Labor Information Systems
Department of Labor

254 Washington Street, S. W.
Atlanta, GA 30334

(404) 656-3177

TR B L -

Executive Director, Georgia Occupatio
Information Coordinating Committee
501 Pulliam Street, S. W.,, Room 339
Atlanta, GA 30312

(404) 656-3117
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growth rates in the 1970-1980 period, Georgia is the
only state whose projection for this decade is lower
| than the employment growth rate projected by DRI
| Among states, Florida and Louisiana appear to be the
most optimistic: their projected 1980-1990 employment
growth is closest to that registered in the 1970s, a
period when maturing baby boomers pushed employ-
ment growth to a historical peak. (Of course, one also
could argue that DRI's projections are more pessimistic
than the states’. In DRI's view, the nation’s employment
growth in this decade will be closer to its 1970s rate
than will be employment growth in the region.)
Compared with DRI's projections, those broad occu-
pational groups the states collectively expect to grow
the fastest are operative, clerical, and service jobs. In
fact, the states project that operative jobs will increase
at nearly twice the annual rate projected by DRI, while

| Georgia Louisiana Mississippi Tennessee Southeast
?1 1980 1990 1980 1990 18980 1990 1980 1990 1980 1990
f 147 15.2 159 158 14.8 152 144 144 15.6 15.8
§ 8.0 8.2 8.0 7.9 9.6 9.7 9.4 9.5 8.6 8.7
ELF 6.1 6.2 6.4 6.2 5.3 5.6 6.4 6.5 6.4 6.4
I 19.7 201 185 18.4 14.9 15.6 17.4 17.8 191 19.6
5]’ 11.6 1.5 13.6 135 12.6 123 13.3 129 124 11.9
2 157 14.7 145 138 18.1 17.4 18.7 18.0 149 13.8
2 10.1 9.4 8.5 8.3 8.5 8.0 72 7.0 7.9 75
i 141 14.6 14.6 16.2 16.2 16.1 131 139 154 16.3
¢f 2.2 2.6 1.6 2.2 8 1.0 1.9 2.2 114 148
20 38 19 15 30
.ouisiana Mississippi Tennessee
Chief, Research and Statistics Chief, Research and Statistics Chief, Research and Statistics
Department of Labor, P. O. Box 44094 Employment Security Commission Department of Employment Security
DPapital Station, Baton Rouge, LA 70804 P. O. Box 1699, Jackson, MS 39205 519 Cordell Hull Building
504) 342-3141 (601) 961-7424 436 Sixth Avenue, North
Nashville, TN 37219
Director, Louisiana State Occupational SOICC Director 2 (615) 741-2284
onformation Coordinating Committee Vocational Technical Education
000 Science Highway P. 0. Box 771 Director, Tennessee Occupational
3aton Rouge, LA 70802 Jackson, MS 39205 Information Coordinating Committee
504) 342-5149 (601) 359-3412 512 Cordell Hull Building
436 Sixth Avenue, North
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they expect clerical and service jobs to grow more than
60 percent faster than does DRI. Florida and Louisiana
account for the bulk of the job increases in the faster-
growth scenario projected by the states.

Although the states expect operative employment to
grow more rapidly than does DRI, operatives’ share of
the region’s employment is seen to decline over the
decade. The relatively quick growth anticipated by the
states for clerical jobs leads to a slight increase in
clerical employment’s share, while the very rapid service
worker growth causes that category’s share to soar. In
effect, regional states expect to capture a larger share
of the service worker group, which is growing at an
above-average pace nationally.

State sources of additional labor market and career
information in the Southeast are given below.

Nashville, TN 37219
(615) 741-6451
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| A
' MRS S b
ANN. ANN.
AUG JUL AUG % AUG JUL AUG %

' 1984 1984 1983 CHG. 1984 1984 1983 CHG.

. $ millions

. Commercial Bank Deposits 1,388,132 1,380,285 1,278,239 + 9 Savings & Loans**

; Demand 305,958 314,145 302,296 + 1 Total Deposits 682,453 674,283 603,973 + 13
NOW 90,674 88,727 80,677 + 12 NOW 20,582 19,726 17,634 + 17
Savings 355,986 358,985 344,083 + 3 Savings 166,929 170,786 186,131 - 10
Time 670,766 659,099 584,147 + 15 Time 497,490 485,829 403,469 + 23

Credit Union Deposits 53,366 52,992 61,029 -~ 13 JUL JUN JUL
Share Drafts 5,762 5,526 5,448 + 6 Mortgages Outstanding 572,336 563,375 494,930 + 16
Savings & Time 47,445 47,262 49,885 - § Mortgage Commitments 47,383 47,754 33,099 + 43
ommercial Bank Deposits 158,7 157,576 144,606 + 10 Savings & Loans
Demand 35,892 36,320 35,353 + 2 Total Deposits 90,159 89,229 N.A.
NOW 11,624 11,417 10,325 + 13 NOW 3,257 3,084 N.A.
Savings 40,855 40,802 38,025 + 7 Savings 21,022 21,307 N.A.
Time 74,127 73,113 64,261 + 15 Time 66,317 65,182 N.A.
Credit Union Deposits 6,203 6,202 5,859 % 8 JUL JUN JUL
Share Drafts 559 541 480 + 16 Mortgages Outstanding 71,799 70,986 65,600 + 9
Savings & Time 5,507 5,493 4,982 + 11 Mortgage Commitments 5,544 5,424 4,700 + 18
ommercial Bank Deposits 16,50 16,455 15,162 *./8 Savings & Loans**
Demand 3,759 3,712 3,687+ 12 Total Deposits 5,517 5,436 5,080 + 9
NOW 1,035 1,021 815 = + 13 NOW 169 158 188 k22
Savings 3,297 3,322 3,152 + § Savings 880 8717 886 - 1
Time 8,939 8,851 7898 -+ 13 Time 4,506 4,441 41197 ¢ 20
Credit Union Deposits 971 974 904+ 7 JUL JUN JUL
Share Drafts 99 97 84 + 18 Mortgages Outstanding 4,190 4,165 3,669 + 14
SavH' s & Time 851 843 h ) 10 Mortiﬁe Commitments 288 222 216+ 33
ommercl ank Deposits 55,90 55,62 50,344 + 11 Savings & Loans**
Demand 12,610 12,792 12,449 + 1 Total Deposits 57,948 57,272 54,540 + 6
NOW 4,794 4,724 4,305 + 11 NOW 2,283 2,155 2,076 + 10
Savings 19,210 19,195 17,2718 + 1Y Savings 14,460 14,687 16,728 -~ 14
Time 20,511 20,161 17,243 + 19 Time 41,282 40,425 36,179 + 14
Credit Union Deposits 2,729 2,721 2047 7 JUL JUN JUL
Share Drafts 279 272 240 + 16 Mortgages Outstanding 42,426 41,759 38,991 + 9
Savings & Time 2,307 2,295 1,997+ 16 Mortgage Commitments 3,560 3,386 3,240 + 10
gommercxal Eank Deposits 24,372 24,103 20,798 + 17 Savings & Loans
Demand 7,190 7,356 6,708 1 f Total Deposits 8,064 8,013 451 44
NOW 1,537 1,506 1,366 + 13 NOW 283 266 216+ 31
Savings 5,653 5,499 4,684 + 21 Savings 1,794 1,787 1,808 -
Time 11,080 10,993 9,018 + 23 Time 6,117 6,075 5,885 + 4
Credit Union Deposits 1,305 1,303 1329 -~ 2 JUL JUN JUL
Share Drafts 88 82 70 * 26 Mortgages Outstanding 8,908 8,798 8,075 + 10
Savings & Time 1,217 1,213 1,192 o+ 2 Mortgage Commitments 553 489 472+ 17
!ommercm! gank Deposits 26,134 25,881 24,872 % 5 Savings & Loans**
Demand 5,633 5,689 5,831 - 3 Total Deposits 9,605 9,539 8851 4+ 15
NOW 1,527 1,502 1,867 ¢ 12 NOW 244 236 173 + 41
Savings 5,511 5,533 6,301 + 3 Savings 2,218 2,275 2,218 =8
Time 13,946 13,687 12,817 « 9 Time 7,273 7,150 5,865 + 24
Credit Union Deposits 213 211 196 + .9 JUL JUN JUL
Share Drafts 24 23 23+ 4 Mortgages Outstanding 8,857 8,766 1,143 * 24
Sav'ﬁs & Time 209 207 9y < & 9 Morﬁe Commitments 600 724 ofl:  * 7
Commercial Bank Deposits 12,195 12,147 Y1503 6 Savings & Loans
Demand 2,361 2,343 2,388 -~ 1 Total Deposits 2,029 2,031 N.A.
NOW 849 837 198 % 7 NOW 81 78 N.A.
Savings 2,355 2,402 2,450 - 4 Savings 388 388 N.A.
Time 6,947 6,880 6,152 + 13 Time 1,590 1,596 N.A.
Credit Union Deposits * . . JUL JUN JUL
Share Drafts * » b Mortgages Outstanding 2,004 2,059 2,003 + 0
Savﬁ' s & Time x . ~ Mortiﬁe Commitments 190 223 46  +313
Commercial Bank Deposits 23,621 23,367 21,927 % -8 Savings & Loans*
Demand 4,339 4,428 4,213 + 3 Total Deposits 6,996 6,938 N.A.
NOW 1,882 1,827 1,579 +.19 NOW 197 191 N.A.
Savings 4,829 4,851 5,104 -~ 5 Savings 1,282 1,293 N.A.
Time 12,704 12,541 11,133 + 14 Time 5,549 5,495 N.A.
Credit Union Deposits 985 993 883 + 12 JUL JUN JUL
Share Drafts 69 67 63 + 10 Mortgages Outstanding 5,414 5,439 9019 -~ §
Savings & Time 923 935 827 + 12 Mortgage Commitments 352 380 215  + 64

Notes: All deposit data are extracted from the Federal Reserve Report of Transaction Accounts, other Deposits and Vault Cash (FR2900),

and are reported for the average of the week ending the 1st Wednesday of the month. This data, reported by institutions with
over $15 million in deposits as of December 31, 1979, represents 95% of deposits in the six state area. The major differences between
this report and the "call report" are size, the treatment of interbank deposits, and the treatment of float. The data generated from
the Report of Transaction Accounts is for banks over $15 million in deposits as of December 31, 1979. The total deposit data generated
from the Report of Transaction Accounts eliminates interbank deposits by reporting the net of deposits "due to" and "due from" other
depository institutions. The Report of Transaction Accounts subtracts cash items in process of collection from demand deposits, while
the call report does not. Savings and loan mortgage data are from the Federal Home Loan Bank Board Selected Balance Sheet Data.
The Southeast data represent the total of the six states. Subcategories were chosen on a selective basis and do not add to total.

Digitized fbr=FFeA8EFuan four institutions reporting.
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CONSTRUCTION

ANN ANN
AUG JUL AUG % AUG JUL AUG %
1984 1984 1983 CHG 1984 1984 1983 CHG
12-month Cumulative Rate
Nonresidential Building Permits - $ Mil. Residential Building Permits
Total Nonresidential 59,147 58,587 47,986 + 23 Value - $ Mil. 74,573 74,834 60,878 + 22
Industrial Bldgs. 8,013 7,730 5,108 +:57 Residential Permits - Thous.
Offices 14,315 14,014 11,929 + 20 Single-family units 912.5 920.1 8251 &+ 1t
Stores 8,945 8,883 6,179 + 45 Multi-family units 760.0 764.1 630.2 + 21
Hospitals 1,897 1,865 1,861 + 2 Total Building Permits
Schools 867 891 g8z - 2 Value - $ Mil. 133,720 133,421 108,864 + 23
Nonresidential Building Permits - $ Mil. Residential Building Permits
Total Nonresidential 9,060 8,972 7,454 + 22 Value - $ Mil. 14,145 14,195 11,026 + 28
Industrial Bldgs. 890 897 645 + 38 Residential Permits - Thous.
Offices 2,067 2,015 Livs. 17 Single-family units 188.7 190.7 1697 -t 11
Stores 1,781 1,741 1,129 + 58 Multi-family units 179.3 180.6 136.3 + 32
Hospitals 450 474 43 + 2 Total Building Permits
Schools 114 116 158 - 32 Value - $ Mil. 23,204 23,166 18,406 + 26
Nonresidential Building Permits - $ Mil. Residential Building Permits
Total Nonresidential 755 736 425 -+ 18 Value - $ Mil. 472 478 386 + 22
Industrial Bldgs. 185 184 29 +538 Residential Permits - Thous.
Offices 97 80 88+ 76 Single-family units 8.1 8.2 (ST
Stores 127 111 78 + 63 Multi-family units 8.2 8.2 78 17
Hospitals 16 13 29 o 45 Total Building Permits
Schools Value - $ Mil. 1,227 1,214
Nonresidential Building Permits - ! Mil. Residential Building Permits
Total Nonresidential 4,449 4,362 3,743 + Value - $ Mil. 8,242 8,300 6,334
Industrial Bldgs. 428 428 337 + 27 Residential Permits - Thous.
Offices 987 933 838 + 18 Single-family units 103.7 104.4 89.0 . * 17
Stores 1,012 995 621 + 63 Multi-family units 98.5 99.7 6.2 + 29
Hospitals 186 218 287 - 35 Total Building Permits
Schools 46 45 52 - 12 Value - $ Mil. 12,692 12,662 10,077 + 26

Nonresidential Building Permits - $§ Mil. Residential Building Permits
Total Nonresidential 1,623 1,608 1,186 + 37 Value - $ Mil. 2,769 2,733 2172 + %
Industrial Bldgs. 151 168 168 = 7 Residential Permits - Thous.
Offices 525 517 342 + 54 Single-family units 42.9 43.4 39.0 + 10
Stores 245 236 124 + 98 Multi-family units 28.7 27.7 223+ 29
Hospitals 62 62 25 +148 Total Building Permits
Schools - 48 Value - $ Mil. 4,393 4,341 3,358
Nonresidential Building Permits - ! Ml! Residential Building Permits
Total Nonresidential 1,178 1,184 1,162 Value - $ Mil. 1,151 1,170
Industrial Bldgs. 30 29 54 = 44 Residential Permits - Thous.
Offices 283 307 402 - 30 Single-family units 15.0 15.5 16.6 - 10
Stores 208 204 123 + 68 Multi-family units 17.0 17.5 13.7° + 24
Hospitals 154 148 54 +185 Total Building Permits
Schools - 35 Value - $ Mil. 2,328 2,353 2,138
Nonresidential Building Permits ~ $ Mil. Residential Building Permits
Total Nonresidential 233 246 186 + 25 Value - $ Mil.
Industrial Bldgs. 15 14 +150 Residential Permits ~ Thous.
Offices 28 27 16 + 75 Single-family units 5.6 5.5 45 + 24
Stores 49 51 36 + 36 Multi-family units 6.5 6.1 30 117
Hospitals 12 13 18 = 33 Total Building Permits
Schools Value - $ Mil. 628 629 445 + 41
Nonresidential Building !ermlts 2 ! Mil. Re51dent|a! Building Permits
Total Nonresidential 822 836 7582 % Value - $ Mil. 1,115 1,131
Industrial Bldgs. 81 74 56 & 45 Residential Permits - Thous.
Offices 147 151 121 + 21 Single-family units 13.4 13.7 129+ 4
Stores 140 144 147 =5 Multi-family units 20.4 21.4 14.1  + 45
Hospitals 20 20 30 -33 Total Building Permits
Schools 6 6 g - 33 Value - $ Mil. 1,936 1,967 1,576 + 23
NOTES:

Data supplied by the U. S. Bureau of the Census, Housing Units Authorized By Building Permits and Public Contracts, C-40.
Nonresidential data excludes the cost of construction for publicly owned buildings. The southeast data represent the total of
the six states. The annual percent change calculation is based on the most recent month over prior year. Publication of F. W.
Dodge construction contracts has been discontinued.
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GENERAL

LATEST CURR. PREV. YEAR
DATA PERIOD PERIOD AGO

ANN.
SEPT AUG SEPT %
1984 1984 1983 CHG.

gricultur

Perso ncome
($bil. - SAAR) 1Q 2,910.0 2,824.2  2,647.2 Prices Reec'd by Farmers
Taxable Sales - $bil. N.A. N.A. N.A. Index (1977=100) 139 143 136 + 2
Plane Pass. Arr. 000's N.A. N.A. N.A. Broiler Placements (thous.) 80,932 84,353 77,027 )
Petroleum Prod. (thous.) SEP 8,819.7 8,781.2 8,680.1 Calf Prices ($ per cwt.) 57.80 59.10 56.10 +3
Consumer Price Index Broiler Prices (¢ per 1b.) 32.1 30.5 33.8 =5
1967=100 SEP 314.5 313.0 301.8 Soybean Prices (§ per bu.) 6.03 6.50 8.28 =27
Kilowatt Hours - mils. JUL 202.1 189.1 193.6 Broiler Feed Cost ($ per ton) 221 225 240 -8
Personal Income Agriculture
($bil. - SAAR) 1Q 350.6 341.9 318.8 Prices Rec'd by Farmers
Taxable Sales - $ bil. N.A. N.A. N.A. Index (1977=100) 138 143 122 +13
Plane Pass. Arr. 000's JUL 4,730.7 4,669.3 4,310.1 Broiler Placements (thous.) 31,357 31,059 29,386 £ 7
Petroleum Prod. (thous.) SEP 1,480.0 1,482.5 1,400.0 Calf Prices ($ per cwt.) 54.19 56.10 52.35 + 4
Consumer Price Index Broiler Prices (¢ per 1b.) 3L.7 28.9 31.0 +2
1967=100 N.A. N.A. N.A. Soybean Prices ($ per bu.) 6.16 6.59 8.43 -1
Kilowatt Hours - mils. JUL 29.5 31.2 32.4 =8 Broiler Feed Cost ($ per ton) 220 224 229 - 4
Personal Income Agriculture
($bil. - SAAR) 1Q 38.0 3.7 35.2 Farm Cash Receipts - $ mil.
Taxable Sales - $ bil. N.A. N.A. N.A. (Dates: JUN, JUN) 982 2 936 £h
Plane Pass. Arr. 000's JUL 120.0 122.8 116.6 Broiler Placements (thous.) 10,656 10,720 10,011 + 6
Petroleum Prod. (thous.) SEP 52.0 52.0 52.0 Calf Prices ($ per cwt.) 54.50 55.00 52.20 + 4
Consumer Price Index Broiler Prices (¢ per Ib.) 31.0 28.0 29.5 +5
1967=100 N.A. N.A. N.A. Soybean Prices ($ per bu.) 6.25 6.53 8.45 -26
Kilowatt Hours - mils. JUL 4.6 4.2 4.0 +1 Broiler Feed Cost (§ per ton) 210 220 240 -13

Personal Income

($bil. - SAAR) 1Q 132.4 128.8 118.7
Taxable Sales - $ bil. SEP 81.5 80.7 71.4
Plane Pass. Arr. 000's JUL 2,352.9 2,198.7 2,083.3
Petroleum Prod. (thous.) SEP 39.0 40.0 57.0
Consumer Price Index - Miami SEPT AUG SEPT

Nov. 1977 = 100 167.9 167.0 162.9

Kilowatt Hours - mils. JUL 9.5 8.6 9.3

Agriculture

Farm Cash Receipts - $ mil.

(Dates: JUN, JUN) 2,786 = 2,891 -4
Broiler Placements (thous.) 1,866 1,852 1,882 -1
Calf Prices ($ per cwt.) 59.00 59.60 55.90 + 6
Broiler Prices (¢ per Ib.) 31.0 29.0 30.0 + 3
Soybean Prices ($ per bu.) 6.25 6.53 8.45 -26
Broiler Feed Cost ($ per ton) 240 245 250 - 4

Personal Income

($bil. - SAAR) 1Q 62.8 61.0 56.7
Taxable Sales - $ bil. N.A. N.A. N.A.
Plane Pass. Arr. 000's JUL 1,710.5 1,788.8 1,641.8
Petroleum Prod. (thous.) N.A. N.A. N.A.
Consumer Price Index - Atlanta AUG JUN AUG
1967 = 100 315.9 314.0 303.9

Kilowatt Hours - mils. JUL 5.5 8.2 5.5

Agriculture
Farm Cash Receipts - $ mil.

(Dates: JUN, JUN) 1,379 = 1,297 + 6
Broiler Placements (thous.) 12,576 13,130 11,719 -
Calf Prices ($ per cwt.) 49.70 51.50 48.60 ® 9
Broiler Prices (¢ per 1b.) 31.0 28.0 30.5 2
Soybean Prices ($ per bu.) 6.25 6.55 7.82 -20
Broiler Feed Cost ($ per ton) 255 245 220 +16

Personal Income Agriculture
($bil. - SAAR) 1Q 48.5 47.3 45.6 Farm Cash Receipts - $ mil.
Taxable Sales - $ bil. N.A. N.A. N.A. (Dates: JUN, JUN) 576 - 568 +1
Plane Pass. Arr. 000's JUL 341.1 345.5 276.1 Broiler Placements (thous.) N.A. N.A. N.A.
Petroleum Prod. (thous.) SEP 1,299.0 1,300.0 1,207.0 Calf Prices ($ per cwt.) 56.00 56.30 54.40 + 3
Consumer Price Index Broiler Prices (¢ per Ib.) 33.0 31.0 34.0 -3
1967 = 100 N.A. N.A. N.A. Soybean Prices ($ per bu.) 6.09 6.79 8.22 -26
Kilowatt Hours - mils. JUL 5.8 5.2 5.3 + 9 Broiler Feed Cost ($ per ton) 260 265 280 -7

Personal Income Agriculture
($bil. - SAAR) 1Q 22.3 21.8 20.2 Farm Cash Receipts - $ mil.
Taxable Sales - $ bil. N.A. N.A. N.A. (Dates: JUN, JUN) 832 = 923 -10
Plane Pass. Arr. 000's JUL 36.9 37.3 37.5 Broiler Placements (thous.) 6,259 6,358 6,024 + 4
Petroleum Prod. (thous.) SEP 90.0 90.5 84.0 Calf Prices ($ per cwt.) 52.80 57.30 52.60 + 0
Consumer Price Index Broiler Prices (¢ per 1b.) 34.0 315 33.5 + 1
1967 = 100 N.A. N.A. N.A. Soybean Prices ($ per bu.) 6.07 6.47 8.64 -30
Kilowatt Hours - mils. JUL 25 22 2.3 + Broiler Feed Cost ($ per ton) 159 178 210 -24

Personal Income Agriculture
($bil. - SAAR) 1Q 46.6 45,3 42.4 Farm Cash Receipts - $ mil.
Taxable Sales - $ bil. N.A. N.A. N.A. (Dates: JUN, JUN) 754 = 800 -6
plane Pass. Arr. 000's  JUL 169.3 176.2 154.8 Broiler Placements (thous.) N.A. N.A. N.A.
Petroleum Prod. (thous.) SEP N.A. N.A. N.A. Calf Prices ($ per cwt.) 52.80 55.30 50.30 + 5
Consumer Price Index Broiler Prices (¢ per 1b.) 30.5 29.5 32.0 -5
1967 = 100 N.A. N.A. N.A. Soybean Prices ($ per bu.) 6.24 6.59 8.74 =29
Kilowatt Hours - mils. JUL 6.2 5.8 6.0 Broiler Feed Cost ($ per ton) 200 200 215 -7
Notes:

Personal Income data supplied by U. S. Department of Commerce.

Taxable Sales are reported as a 12-month cumulative total. Plane

Passenger Arrivals are collected from 26 airports. Petroleum Production data supplied by U. S. Bureau of Mines. Consumer Price
Index data supplied by Bureau of Labor Statistics. Agriculture data supplied by U. S. Department of Agriculture. Farm Cash
Receipts data are reported as cumulative for the calendar year through the month shown. Broiler placements are an average weekly

rate. The Southeast data represent the total of the six states,

on most recent data over prior year. R = revised.
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AUG
1984

Civilian Labor Force - thous. 115,076 116,198 113,578 £ ! . 94,486 94,236 89,842

Nonfarm Employment- thous

Total Employed - thous. 106,694
Total Unemployed - thous. 8,382
Unemployment Rate - % SA 7.5

Insured Unemployment - thous. N.A.
Insured Unempl. Rate - % N.A.
Mfg. Avg. WKly. Hours 40.3

Mfg. Avg. Wkly. Earn. - $ 368

ivilian Labor Force - thous.
Total Employed - thous. 13,855
Total Unemployed - thous. 1,179
Unemployment Rate - % SA 8.1

15,0

Insured Unemployment - thous. N.A.
Insured Unempl. Rate - % N.A.
Mfg. Avg. Wkly. Hours 41.0
Mfg. Avg. Wkly. Earn. - $§ 329

Civilian Labor Force - thous. 1,785 1,797 1,777 - Nonfarm Employment- thous. 1,353 1,348 1,324 12
Total Employed - thous. 1,590 1,585 1,546 + 3 Manufacturing 351 345 345 * 2
Total Unemployed - thous. 195 213 225 -13 Construction 67 67 63 + 6

Unemployment Rate - % SA 11.2 11.2 12.9 Trade 285 282 273 + 4

Insured Unemployment - thous. N.A. N.A. N.A. Government 282 288 285 =4

Insured Unempl. Rate - % N.A. N.A. N.A. Services 219 219 220 =0

Mfg. Avg. Wkly. Hours 41.2 40.8 40.9 + 1 Fin., Ins., & Real Est. 62 62 60 + 3

Mfg. Avg. Wkly. Earn. - $ 332 329 310 s | Trans. Com. & Pub. Util. 72 72 65 +11

!wman ,!abor Force - thous. 5,166 5,162 5,084 #i 2 Non!arm Employment- thous. 4,084 4,079 3,829 S
Total Employed - thous. 4,846 4,811 4,666 + 4 Manufacturing 499 495 465 +q
Total Unemployed - thous. 320 351 418 -23 Construction 311 311 272 +14

Unemployment Rate - % SA 6.3 7.0 8.4 Trade 1,105 1,105 1,039 + 6

Insured Unemployment - thous. N.A. N.A. N.A. Government 609 612 584 + 4

Insured Unempl. Rate - % N.A. N.A. N.A. Services 1,009 1,007 961 hh

Mfg. Avg. Wkly. Hours 40.7 40.9 40.4 oo § Fin., Ins., & Real Est. 311 309 289 +:B

Mfg. Avg. Wkly. Earn. - $ 313 313 295 + 8 Trans. Com. & Pub. Util. 230 230 208 +11

!lvt!an ’!gor !orce = t!ous. 2,821 !,81! 2,7!2 ok ! Non!arm Employment- thous. 2,427 2,408 2,275 F
Total Employed - thous. 2,655 2,638 2,535 + 35 Manufacturing 541 532 513 +5
Total Unemployed - thous. 166 181 198 -16 Construction 142 140 117 +21

Unemployment Rate - % SA 6.1 6.3 7.4 Trade 603 599 553 &9

Insured Unemployment - thous. N.A. N.A. N.A. Government 417 417 422 =1

Insured Unempl. Rate - % N.A. N.A. N.A. Services 431 428 401 * 7

Mfg. Avg. Wkly. Hours 41.3 40.8 41.2 +0 Fin., Ins., & Real Est. 130 129 123 + 6

Mf; Wkly. Earn. - § 313 308 290 + 8 Trans. Com. & Pub. Util. 155 154 140 +11

Total Employed - thous. 1,782

Total Unemployed - thous. 183
Unemployment Rate - % SA 9.4
Insured Unemployment - thous. N.A.
Insured Unempl. Rate - % N.A.
Mfg. Avg. Wkly. Hours 41.5
Mfg. Avg. Wkly. Earn. - § 420

1vilian Labor Force - thous.

Total Employed - thous. 964

Total Unemployed - thous. 121
Unemployment Rate - % SA 11.3
Insured Unemployment - thous. N.A.
Insured Unempl. Rate - % N.A.
Mfg. Avg. Wkly. Hours 40.7
Mfg. Avg. Wkly. Earn. - § 281

Total Employed - thous. 2,018

Total Unemployed - thous. 194
Unemployment Rate - % SA 9.4
Insured Unemployment - thous. N.A.
Insured Unempl. Rate - % N.A.

Mfg. Avg. Wkly. Hours 40.7
Mfg. Avg. Wkly. Earn. - § 314

EMPLOYMENT

JUL
1984

107,484
8,714
7.5
N.A.
N.A.
40.3
370

15,037
13,788
1,249
8.1
N.A.
N.A.
40.7
326

1,
1,771
184
9.1
N.A.
N.A.
414
420

2,021
202
8.6
N.A.
N.A.
40.5
315

AUG
1983

103,167
10,411
9.5
N.A.
N.A.
40.2
353

14,781
13,354
1,428

9.7

t)
1,703
225
11.8
N.A.
N.A.
39.5
389

’
1,968
232
11.2
N.A.
N.A.
40.8
307

ANN.

%

CHG.

o

3

=19

£
+

2
4

=17

@
=3

+ 1

3
6

N o

Manufaeturing
Construction

Trade

Government

Services

Fin., Ins., & Real Est.

Manufacturing
Construection

Trade

Government

Services

Fin., Ins., & Real Est.

Nonfarm Employment- thous.

Manufacturing
Construction

Trade

Government

Services

Fin., Ins., & Real Est.

Trans. Com. & Pub. Util.

Nonfarm Employment- thous.

Trans. Com. & Pub. Util.

Trans. Com. & Pub. Util.

ANN.

AUG JUL AUG %
1984 1984 1983 CHG.
+5
19,862 19,658 18,715 + 6
4,671 4,615 4,269 3.9
21,998 21,901 21,035 D
15,079 15,218 14,964 w1
20,877 20,872 19,943 +5
5,773 5,758 5,574 + 4
5,200 5,193 4,382 +19

+ 5
2,285 2,259 2,187  +4
749 749 877  +11
2,955 2,947 2,797 + 6
2,077 2,095 2,054  + 1
2,437 2,435 Dig3g 6y
706 704 672 +5
705 704 644  + 9

1,569 1,57 +1
183 182 179 49
112 114 iy -4
375 317 w2 +1
311 312 308 +1
309 310 304 +2

84 84 84 0
117 116 112 +4

Nonfarm Employment- thous. 793 795 oy
Manufacturing 211 210 208 4
Construction 34 33 35 =3
Trade 171 170 166 + 3
Government 171 173 171 0
Services 124 126 122 + 2
Fin., Ins., & Real Est. 35 35 34 + 3
Trans. Com. & Pub. Util. 39 39 37 + 5

Nonfarm Employment- thous. 3 Yy
Manufacturing 500 495 477 + 5
Construction 83 84 73 +14
Trade 416 414 394 + 6
Government 287 293 284 1
Services 345 345 328 +5
Fin., Ins., & Real Est. 84 85 82 F1Q
Trans. Com. & Pub. Util. 92 93 82 +12

Notes:

Only the unemployment rate data are seasonally adjusted.
The Southeast data represent the total of the six states.
The annual percent change calculation is based on the most recent data over prior year.
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All labor force data are from Bureau of Labor Statisties reports supplied by state agencies.
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