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Employment Barriers in the Rural Fifth District

I

n Virginia, 75 percent of working-age
adults are employed, in line with
the national average of 74 percent.
But there are significant disparities across geographies. In Loudoun
County, Va., in the Washington, D.C.,
metro area, the share is 84.1 percent.
On the other side of the state, in Lee
County, just 48.2 percent of working-age adults are employed. This is
true of many socioeconomic indicators:
Aggregation is necessary to understand
broad outcomes, but with aggregation,
we lose important geographic distinctions and, thus, the opportunity to
identify both challenges and solutions.
This is part of why the Richmond Fed
is working to understand how and why
outcomes vary between more urban
and more rural areas of the Fifth
District. (See also “Understanding
Geographic Inequality,” Econ Focus,
Fourth Quarter 2019.) In addition,
as a regional Reserve Bank, we need
to understand the full dynamics of
the labor market in order to fulfill

our mandate to promote maximum
employment.
What have we learned? On average, the differences we see in Virginia
hold true across Fifth District states:
Employment outcomes tend to be
worse in more rural areas. In this article, we will explore these differences
in more detail. Numerous factors —
including population growth, education, housing, transportation, child
care, health, and broadband availability
— are shaping the differences in rural
and urban employment.
RURAL EMPLOYMENT OUTCOMES
The first step in comparing urban and
rural outcomes is to define which areas
are urban and which are rural. This
is neither easy nor consistent across
rural analysis or organizations. (See
“Definitions Matter: The Rural-Urban
Dichotomy,” Econ Focus, Third Quarter
2018.) The Richmond Fed generally uses the Rural-Urban Continuum
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Codes (RUCC) developed by the U.S.
Department of Agriculture. These codes
rank counties on a scale from 1 (the
most urban) to 9 (the most rural). We
define urban areas as codes 1 and 2 and
nonurban (or rural/small-town) areas as
codes 3-9. These nonurban areas include
some smaller towns that one might not
typically think of as “rural” in a strict
sense, but for simplicity’s sake, we refer
to them all as rural.
Using this definition, in the Fifth
District, there are 144 counties in urban
areas (RUCC 1 and 2) and 215 counties
in rural areas (RUCC 3-9). About
24 percent of our District’s population
lives in these more rural counties.
How do these individuals fare
compared to urban residents? One way
to measure labor market outcomes is
the employment/population (EPOP)
ratio, or the share of the population
that is employed. In particular, we
can look at this ratio for working-age
adults. In 2019, 74 percent of the Fifth
District population age 25 to 64 was
employed. Aggregated across counties, EPOP ratios tend to decline with
rurality: The aggregated EPOP ratio for
the most urban counties in our District
(RUCC 1) was 78 percent while the
ratio for the most rural counties (RUCC
9) was 59 percent. (See chart.)
But there is wide dispersion in
outcomes that reflects differences in
geographic, social, and economic factors.
(See chart on next page.) In Virginia, for
example, Cumberland County and Lee
County are in the same rurality category, RUCC 8, but the EPOP ratio in
the former is 79.7 percent compared to
just 48.2 percent in the latter. Nor is it
always true that rural areas have lower
ratios than urban areas. For example,
Cumberland County’s EPOP ratio is also
well above the ratio of 62.2 percent in the
city of Petersburg, Va., which is urban.
Still, rural counties on average tend to
have worse employment outcomes.

Employment/Population Ratios Are Highly Dispersed
Percentage of population employed, ages 25-64, for individual Fifth District counties,
by rurality (RUCC)
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Growth Doesn't Close the Gap
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What explains these urban-rural differences? One key to employment is simply being able to connect
to jobs. Not surprisingly, we find that
EPOP ratios tend to be higher in counties where population and employment within the county (regardless of
employee residence) are growing. If we
categorize counties into growing counties — those where both population and
employment grew from 2010 to 2020 —
and shrinking counties — where both
population and employment fell from
2010 to 2020 — we find that the disparity between urban and rural counties
persists even when comparing counties
that are growing. In other words, EPOP
ratios are relatively low in both urban
and rural counties that are shrinking,
but the EPOP ratio in urban counties
experiencing both job and population
growth outpaces rural counties showing
similar trends. (See chart.)
Rural counties are more likely to be
shrinking, as defined above. Only
9 percent of urban counties are
shrinking compared to 52 percent of
rural counties, and only 15 percent of
rural counties are growing compared
to 54 percent of urban counties. In
terms of population, only 43 percent
of rural Fifth District residents live
in counties that are growing, while
96 percent of urban residents live
in growing counties. Thirty-three
percent of rural counties and
37 percent of urban counties have mixed
growth patterns — that is, employment
is growing while population is stable or
shrinking, or vice versa.
Why are rural areas more likely to
be losing both employment and population? In short: It’s complicated. A rural
area with a skilled and resilient workforce can attract employers, which in
turn attracts new residents seeking
economic and cultural opportunities.
The opposite is also true — the lack of
a workforce can keep employers away.
Understanding the skill-based and
non-skill-based obstacles to employment
— along with rural-specific solutions
to address them — is key to supporting
rural economic development.
econ focus
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Location of Community Colleges
EDUCATIONAL ATTAINMENT AND
OPPORTUNITIES
One barrier to employment is education. On average, people with a bachelor’s degree fare better in the labor
market. The unemployment rate for
workers with only a high school degree
is persistently around 2 percentage
points higher than the rate for workers
with a bachelor’s degree or higher, and
this gap widens during recessions.
And as of 2020, workers with only a
high school diploma earned about
55 percent of what workers with a
college degree or higher earn — a gap
that has persisted for decades. But
educational attainment is lower in
rural areas. In the most urban areas of
the Fifth District (RUCC 1), more than
40 percent of adults over age 25 have
at least a bachelor’s degree. The share
falls to less than 20 percent in counties
with RUCC 6 through 9.
Multiple factors contribute to
geographic differences in college
enrollment and completion, including
K-12 preparation, guidance navigating
the application process, and knowledge about college options and costs.
Students also make decisions about
human capital investments based on
their expectations for the future: If job
prospects look dim, there is less incentive to invest. And in rural areas, there
might be a self-perpetuating cycle, as
children who grow up in lower-income
households and whose parents did not
attend college are less likely to attend
college themselves.
It’s important to note that the
rewards of college accrue only to those
who graduate — there is little benefit
in terms of earnings or employment to
attending college for a year or two but
not finishing. But roughly 40 percent
of students who enroll in college do
not complete a degree within six years,
for reasons ranging from academic to
financial to social. While some of these
students could likely graduate with
more support, for others, a four-year
degree simply wasn’t the right fit in
the first place. In addition, not all jobs
32
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SOURCES: U.S. Census Bureau American Community Survey 5-Year Estimates 2013-2017, Table S2801; U.S. Department of
Agriculture 2013 Rural-Urban Continuum Codes; U.S. Department of Education, IPEDS.
NOTE: A community college is a two-year degree-granting and/or certificate-granting public institution. There are 122 in the
Fifth District. County-level urban and rural designations are based on the U.S. Department of Agriculture's 2013 Rural-Urban
Continuum Codes (RUCC). Counties with an RUCC of 1 or 2 are urban and counties with an RUCC of 3-9 are rural, based on
Richmond Fed categorization. The map shows 390 locations of main campus and satellite locations for community colleges.
Two satellite locations are not shown for Allegany College of Maryland because they are located in Pennsylvania.

require a four-year degree. This implies
that promoting college enrollment
is not sufficient to boost educational
attainment and employment.
In many states, community colleges
are critical institutions to fill the education and training gap between high
school and employment. Community
colleges not only provide educational
opportunities, they also often work
with firms and industries to train
students suited to the labor force that
an employer needs. Measuring the
success and opportunities of community
colleges is important to understanding
the role that they can play in rural and
urban areas. But in many parts of the
District, community colleges, like other

institutions and resources, are located
in areas with higher population density.
(See map.) This leaves a gap in education and connection to employment for
many rural students.
HOUSING AND TRANSPORTATION
It’s a common saying among housing
policy experts that “houses are where
jobs sleep at night.”
This means that housing is critical
not only for individuals, but also for
employers. The Richmond Fed hears
consistently from employers and local
policymakers that insufficient housing poses a major challenge to recruiting and retaining the workers that are

necessary to attract and keep employers in the area.
Housing availability and affordability are widely recognized as constraints
in urban areas, but they are a concern
in more rural areas as well, even
though housing tends to be less expensive there. About a quarter of rural
Fifth District households are “cost
burdened” (defined as spending more
than 30 percent of household income
on housing), which is not much lower
than the share of urban households that
are housing cost burdened — about 28
percent. (See “Housing the Workforce
in the Rural Fifth District,” Econ Focus,
First Quarter 2022.) This, too, varies by
region, with counties closer to the coast
tending to have higher rates of cost
burden than counties further inland.
Access to housing is only part of the
story — lower density means that a
household’s need to spend on transportation increases with rurality. In fact,
rural households travel about 33 percent
more than urban households. The typical rural household in the Fifth District
spends nearly 32 percent of its income
on transportation costs, compared to
about 22 percent for urban households.
Housing and transportation represent
the two largest expenses for the average
household. According to the Center for
Neighborhood Technology, a nonprofit
research and advocacy group, housing
and transportation expenses are considered affordable when they together
account for no more than 45 percent of
household income. The typical urban
and rural household both exceed that
threshold in the Fifth District, but the
typical Fifth District rural household
exceeds it to a much greater degree,
spending around 60 percent of its
income on housing and transportation
expenses, compared to just under
50 percent for urban households.
CHILD CARE ACCESS AND
AFFORDABILITY
The COVID-19 pandemic underscored the labor market benefits of a
well-functioning child care system. But

providing access to formal child care
(such as care centers or home-based
child care) is challenging in rural areas
with low population density. Providers
might not want to expand their staffs
or facilities if they are not confident
that they will be able to enroll enough
children to justify the additional cost.
Thus, rural child care providers are
more likely to underprovide child
care service to their local community.
Moreover, providers may be limited in
their ability to locate their businesses
to be convenient to families due to real
estate constraints and costs associated with establishing a new child care
facility. As a result, families in rural
areas are more likely to have difficulty accessing affordable child care.
Based on our analysis of the Center
for American Progress’ Child Care
Desert data, 58 percent of rural children in the Fifth District live in a child
care desert, compared to 55 percent of
urban children and only 40 percent of
suburban children. (Of course, there
may be a demand-side issue as well. In
a recent survey commissioned by the
Bipartisan Policy Center, 35 percent of
rural families said that their ideal care
arrangement would be to provide care
themselves, compared to 20 percent of
urban families.)
For a child care system to be effective, it needs to be accessible, affordable,
and high-quality. A report by the Fed’s
Early Care and Education Work Group,
which includes the Richmond Fed’s
Erika Bell, the community development regional managing serving North
Carolina and South Carolina, found
that budget and career constraints lead
many parents to prioritize accessibility
and affordability over quality. In other
cases, they may decide to drop out of
the labor force to avoid the expense of
child care altogether. Due in part to the
cost of child care relative to earnings,
mothers of preschool-aged children in
rural parts of the Fifth District are more
likely to be out of the workforce than
urban mothers of preschool-aged children; according to Richmond Fed analysis, 65 percent of rural mothers with

preschool-aged children participate
in the labor force, compared to
70 percent of urban mothers of
preschool-aged children.
At the same time, rural communities throughout the Fifth District
have developed strategies for addressing these challenges using public
resources, community-driven interventions, and public-private partnerships.
For example, the Town of Kershaw in
Lancaster County, S.C., coordinated
public, nonprofit, and private funding to convert an unused former bank
building into a child care and early
education center, reducing the upfront
fixed costs associated with opening a
new child care business. Hardy County,
W.Va., took another approach, establishing and maintaining a coalition
of partners in the public and private
sector, which reduce the overhead
cost to local child care businesses by
providing free technical assistance and
in-kind support.
HEALTH AND HEALTH CARE
Poor health may also be keeping some
rural workers out of the labor market.
The evidence of poor health in rural
areas takes many forms. In a 2018 paper,
John Coglianese of the Fed Board of
Governors found that about 75 percent
of male prime-age dropouts reported
disability as the reason they are not in
the labor force. This research suggests
that disability is a major factor in the
increasing trend of prime-age White
males exiting the labor force. And
self-reported rates of disability skew
higher in rural areas relative to urban
areas, even after controlling for demographics and socioeconomic status.
The opioid epidemic also hit rural
areas particularly hard, including in
the Fifth District, and has been highly
disruptive to employment. (See “The
Opioid Epidemic, the Fifth District,
and the Labor Force,” Econ Focus,
Second Quarter 2018.) David Peters of
Iowa State University and co-authors
found in a 2020 article that most U.S.
counties facing a prescription opioid
econ focus
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epidemic were in rural or nonmetropolitan counties. In a 2017 article,
the late Alan Krueger of Princeton
University found that prime-age males
not in the labor force were more likely
to reside in counties with high rates of
opioid prescriptions.
Numerous other health outcomes
tend to be worse in rural areas:
Hypertension, smoking, and obesity
rates are all higher in rural areas.
Infant and maternal mortality
increases with rurality, and there are
more hospitalizations for dental-related emergencies. Rural communities
also have higher prevalence rates for
doctor-diagnosed arthritis for nearly
all populations. Accidental deaths from
injuries, motor vehicle accidents, and
drug overdoses tend to be higher in
rural areas as well. What is more, rural
counties have lower rates of college
graduates, higher poverty rates, and
lower rates of health insurance than
urban counties — all of which are
important factors in health.
The correlation between health and
employment is evident in the Fifth
District. In the University of Wisconsin
Population Health Institute’s County
Health Rankings and Roadmaps,
which ranks counties within each state
on a range of health outcomes and
health-related factors, Fifth District
urban counties tend to rank higher
(healthier) than rural counties. In
Virginia, for example, the 15 counties
with the highest health-related quality-of-life outcomes have a combined
employment-to-population ratio of
81 percent. All but one of these counties are urban. Conversely, the 15 counties with the lowest rankings for quality of life, 12 of which are rural, have a
combined EPOP of just 58 percent.
Rural communities often face challenges to developing a local health care
workforce as well as recruiting providers to locate in smaller towns. Roughly
two-thirds of the Fifth District’s health
professional shortage areas (HPSAs)
as defined by the Health Resources
and Services Administration are in
rural or partially rural areas. These
34
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designations are based on criteria such
as their population-to-provider ratio
and the average travel time to the nearest site for care, and reflect the unmet
need for dentists, mental health professionals, and primary care providers. In
the Fifth District, nearly all nonmetro
(rural) counties are either partial or
full HPSAs for primary care. And the
nationwide nursing shortage is especially acute in rural areas; many rural
hospitals have reported turning away
patients due to a lack of nurses. (See
“The Rural Nursing Shortage,” Econ
Focus, First Quarter 2022.)
Programs aimed at supporting
health care careers for local residents, like the Goodwill Industries of
the Valleys GoodCare Program, can
build up a community’s health care
workforce and improve access to care.
Improving recruitment and retention of
health care workers through incentive
programs, like student loan repayment
programs in return for serving in highneed areas, can incentivize physicians
and other health practitioners to serve
rural populations. Policies and funding
that supports broadband deployment
can connect rural residents to health
resources and access to health providers via telemedicine that are inaccessible in remote areas.
THE DIGITAL DIVIDE
Health care is just one of the many
critical needs filled by broadband.
As discussed in the Richmond Fed’s
Community Scope article “Bringing
Broadband to Rural America,” highspeed internet service has transitioned
from a luxury good to an increasingly
necessary utility. Studies have shown
the positive effects of broadband access
and adoption on business location
decisions and employment growth in
rural areas. Moreover, some proposals for expanding access to community
colleges in rural areas rely on broadband. But broadband service continues
to lag in rural areas. (See “Closing the
Digital Divide,” Econ Focus, Second/
Third Quarter 2020.)

There are a number of approaches to
expanding broadband infrastructure.
For example, the Choptank Electric
Cooperative on Maryland’s Eastern
Shore is an example of how many electric cooperatives are providing broadband service in rural communities.
The 2021 Infrastructure Investment
and Jobs Act (IIJA) includes significant funding for broadband infrastructure and deployment. According
to an analysis by the Biden administration, a minimum of one-third to
one-half of unserved Fifth District
residents will receive access to broadband services from the IIJA deployment funding. And around 30 percent
of West Virginia, North Carolina, and
South Carolina residents will be eligible for the IIJA’s broadband affordability subsidies, along with 23 percent
of Virginia and District of Columbia
residents, and 17 percent of Maryland
residents.
BUILDING ON ASSETS TO ADDRESS
THE CHALLENGES
Although the barriers that rural residents face in education, training,
health care, housing, transportation,
child care, and broadband access are
not unique to rural areas, understanding how those challenges manifest
themselves in rural areas in a different
way than in urban areas is critical to
identifying solutions. For example, in
transportation, a better public transportation system of buses and trains
might be the most cost-effective solution in an urban area; in a rural area,
we might need to think creatively
about novel ways to physically connect
residents to employment.
There are many examples across
the District that highlight the ingenuity and creativity of local policymakers
to address the challenges. (For more
information, view our Rural Spotlights
series at https://bit.ly/rural-spotlight.)
Identifying and taking advantage of the
unique assets that rural communities
have will continue to be a critical piece
of the puzzle. EF

