
National and District Overview

Patterns in the District Labor Market
By Cletus C. Coughlin

R ecent reports have revealed a
national economy weaker than

what most analysts had predicted. For
example, the advance estimate of sec-
ond-quarter gross domestic product
(GDP) growth was 1.1 percent. More
than 2 percent was expected. This rela-
tively weak growth, in conjunction
with other data, has led forecasters to
lower their estimates of growth for the
second half of this year. Some analysts
have even suggested that the U.S.
economy is poised to return to reces-
sion. Relative to the anemic pace
of the second quarter, however, the
majority of forecasters continue to
predict faster growth in the national
economy—approximately 2.5 per-
cent—during the second half of this
year. Growth during the first half
of 2003 is expected to approach
3.5 percent. What are the implica-
tions of faster national growth for
the Eighth District?

To answer this, I compare employ-
ment growth and unemployment
rates in the District with those of the
entire country. Generally, the District
has behaved similarly to the national
economy. But a closer look at individ-
ual counties within the District reveals
much variation.

District vs. U.S.
Since 1981, employment in the

District has grown at a rate slightly
below the national rate. Generally,
employment growth in the District
has tended to move similarly to
national employment growth. The
simple correlation, which is a measure
of the association between these two
series, is 0.70. This measure suggests
that increases (decreases) in employ-
ment growth in the District occur at the
same time that employment growth
is increasing (decreasing) nationally.
Not surprisingly, one also observes
that the (seasonally adjusted) unem-
ployment rate in the District exhibits
the same pattern as the national unem-
ployment rate. In fact, from 1981 until
the early 1990s, differences in the two
rates were difficult to detect. From the
early 1990s to the present, the two rates
have exhibited a similar pattern; how-
ever, the District's unemployment
rate has tended to remain below the
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nation's rate. For example, tHeratt
for June 2002 was 4.7 percent in the
District and 5.9 percent for the nation.

County Unemployment Rates
Somewhat obscured by the District

unemployment rate are large differ-
ences in unemployment rates across
counties. For example, rates in June
2002 ranged from a low of 2.2 percent
in Benton County, Ark., to a high of
19.5 percent in Webster County, Miss.
The map, which highlights the 10 per-
cent of the District's counties with the
highest and lowest unemployment
rates, shows that counties with the
relatively high rates in the District
tend to be clustered in Mississippi.
Low-unemployment counties tend
to be scattered in pockets throughout
the District.

An important question is whether a
low (high) unemployment rate county
tends to remain a low (high) unem-
ployment rate county over time. Gener-
ally, the answer is yes. For example,
using the troughs of the most recent
national business cycle—March 1991
and February 2002—the correlation
of county unemployment rates was
0.68.1 Therefore, a county with a rela-
tively low (high) unemployment rate
in March 1991 was also likely to be a
relatively low (high) unemployment
rate county in February 2002. Of the
34 counties with the lowest unemploy-
ment rates in March 1991,22 of these
counties were among the lowest in
February 2002. Of the 34 counties

Lowest 10 pet. ( 2.2 to 3.9 unemployment)

1. Scotland, Mo.
2. Adair, Mo.
3. Knox, Mo. Y _^_i_._J
4. Lewis, Mo. """"
5. Brown,
6. Boone, Mo.
7. Cole, Mo.
8. Phelps, Mo.
9. Benton, Ark.
10. Carroll, Ark.
11. Washington, Ark.
12. Madison, Ark.
13. Clebume, Ark.
14. Obion, Tenn.
15. Lafayette, Miss.
16. Edwards, III.
17. Knox, Ind.

18. Gibson, Ind.
19. Daviess, Ind.
20. Dubois, Ind.
21. Warrick, Ind.
22. Harrison, Ind.
23. Floyd, Ind.
24. Oldham, Ky.
25. Henry, Ky.
26. Owen, Ky.
27. Franklin, Ky.
28. Caldwell, Ky.
29. Hart, Ky.
30. Barren, Ky.
31.Metcalfe, Ky.
32. Cumberland, Ky.
33. Marion, Ky.

Highest 10 pet. (10 to 19.5 unemployment)

1. St. Louis City, Mo.
2. Marion, III.
3. Washington, Mo.
4. Douglas, Mo.
5. Wayne, Mo.
6. Pulaski, III.
7. Hardin, III.
8. Pemiscot, Mo.
9. Mississippi, Ark.
10. Carroll, Tenn.
11. Dallas, Ark.
12. Phillips, Ark.
13. Desha, Ark.
14. Chicot, Ark.
15. Bolivar, Miss.
16. Washington, Miss.
17. Coahoma, Miss.

18. Sunflower, Miss.
19. Quitman, Miss.
20. Panola, Miss.
21. Benton, Miss.
22. Tallahatchie, Miss.
23. Leflore, Miss.
24. Humphreys, Miss.
25. Holmes, Miss.
26. Calhoun, Miss.
27. Chickasaw, Miss.
28. Montgomery, Miss.
29. Webster, Miss.
30. Clay, Miss.
31. Choctaw, Miss.
32. Winston, Miss.
33. Lowndes, Miss.
34. Noxubee, Miss.

Rates are seasonally adjusted.

with the highest rates in March 1991,
18 counties were among the highest
in February 2002.

Looking Ahead
When growth accelerates sufficiently

—sometime in the next 12 months—
national employment growth will speed
up, as will employment growth in the
District. When the unemployment
rate nationally begins to decline, the
District should experience a similar
decline. However, despite the declines
in the District, one will still see large
differences in unemployment rates
across counties.

Cletus C. Coughlin is deputy director of research
at the Federal Reserve Bank of St. Louis. Sarosh
Khan provided research assistance.

1 The precise month of the most recent trough has
yet to be identified; however, most analysts agree
it occurred during the first quarter of 2002.
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