Recent Trends in the Supply of Labor in Cklahoma
by Dan S. R cknman

Is there a limt to how long the recent strong growh in
output and enploynment in lahoma can continue? The answer is
yes! Wth unenploynent rates hitting their lowest levels in
recent history, overall economc growh in both Cklahoma and the
nation will be constrained by the growh of their |abor forces.
At the national Ilevel, l|abor force growmh consists of natural
popul ation growh, foreign immagration, and increases in the share
of the population that is part of the | abor force. The additional
potential source of |abor force growh in Clahoma derives from
mgration of individuals from other states. However, the
potential for in-mgration depends upon the econom c opportunities
in Cklahoma relative to those in other states. Therefore, because
of its inportance for continued economc growmh, this article
examnes the historical sources of |abor supply for &lahoma
enpl oynent grow h.

Labor Supply Deconposition of Enpl oynent G ow h

Fol |l owi ng Eberts and Stone (1992), enploynent (E) in an area
can be deconposed into its |abor supply conponents as
E=P* LFPR* (1-U),
where P is population, LFPR is the share of the population in the
| abor force (labor force participation rate), and U is the
unenpl oynent rate. That is, population (P) multiplied by the
| abor force participation rate (LFPR) yields the |abor force, and
that nultiplied by (1-U gives the anount of the |abor force which

is enployed. From this expression, we derive the approxinate



magni tudes of the supply sources for enploynent growmh (e) as
e=p + |fpr - u,

where, except for u, the lowercase |letters denote year-over-year
percent change. The |owercase letter for unenpl oynent (u) denotes
the change in unenploynent in percentage points. Therefore, the
enpl oynent growth rate is conposed of three parts: (1) the
popul ation growh rate; (2) the rate of change of the |abor force
participation rate; and (3) the change in the unenpl oynent rate.

The | abor supply deconposition of Cklahoma enpl oynent growth
for 1971-1996 is given in Table 1. Fromthe first colum of Table
1, we see that enploynent on average grew significantly in the
1970s and early 1980s, declined in the late 1980s in response to
the decline in the energy sector, and further declined during the
recession of 1990-1991. However, concurrent wth the US
econom c recovery, Cklahoma enpl oynent has since grown.

The enploynment growh of the 1970s and early 1980s was
supplied by sizeable increases in population (second colum) and
| abor force participation (third colum). To be sure, the
popul ation and |abor force participation rate responses in the
early 1980s were sufficiently large such that unenploynent
increased during this period. Fortunes were reversed in the late
1980s, where enpl oynment declined by 0.25 percent on average during
the 1986-1989 peri od. Acconpanyi ng the enploynent decline was a
reduction in population. Labor force participation increased
slightly, but overall wunenploynent declined. Presumably, this
occurred as those who were unenployed, or had exited the | abor

force, mgrated out of the state.



The enploynent growh that has occurred since 1992 has been

acconpani ed by consistent increases in popul ation. In addition,
except 1993, unenploynent has declined each year. Labor force
participation increased in three of the five years. I n
particul ar, note the significant increase in labor force

participation and reduction in the unenploynent rate in 1996.

To determne the proportion of enploynment growh typically
satisfied by each of the supply conponents, a technique known as
regression analysis 1is used. Specifically, for 1971-1996
enpl oynent growh (e) each year is regressed on popul ation growh
(p), the change in l|abor force participation (lfpr), and the
change in the unenploynment rate (u), while constraining the sum of
the proportions to equal one. Note, that <constraining the
coefficients to be proportions that sum to one precludes the
regression equation from sinply becomng an identity. From t he
regression analysis (not shown), we find that on average, 71
percent of changes in enploynent occur through changes in | abor
force participation, while 29 percent occur through changes in
popul ati on. Unenpl oynent on average has not changed in a
consistent direction with enpl oynment grow h.

Despite the strong enploynment growh, being above the U'S
average in 1992, 1995 and 1996, klahoma's popul ation growth was
| ower than the average annual 0.9 percent U.S. population growth
during the 1990s. There are two primary reasons for the | ower
popul ation growth in Cklahona. First, because of a relatively
ol der popul ation, natural increases in population (i.e., births

m nus deaths) in Cklahonma are significantly lower. Secondly, the



rate of foreign immgration in Cklahoma is well below the overall
rate for the nation. To be sure, natural increases in population
and foreign immgration in Glahoma only produced an annual
average of 0.5 percent population growmh during the 1990s. Any
popul ation growh above this figure represents net in-mgration
into &lahoma of individuals from other states. St at ed
alternatively, for Cklahoma to sinply attain the U S. population
growh rate, significant net in-mgration from other states nust
occur.

&l ahoma M gration Patterns

Table 2 presents estimates of net mgration into Okl ahoma.
For exanple, from April 1980 to July 1983, a total of 59,586 nore
peopl e noved into Cklahonma than noved out. The opposite occurred
during the rest of the decade. Nevert hel ess, beginning in 1991,
Gkl ahoma experienced a net mgration inflow In particular, the
strong enploynment growh periods in Cklahoma relative to the
United States (1992, and 1995-1996), were acconpanied by higher
rates of net in-mgration.

It appears, therefore, that for Cklahoma to attract people
into the state, enploynent growh needs to be stronger than that
in the nation. Again using regression analysis, we can exam ne
the link between Gklahoma enploynment growh and in-mgration.
Specifically, the mgration rate, neasured as mgration divided by
population at the beginning of the period, is regressed on
Gkl ahoma enpl oynent growth mnus U. S. enploynent growmh. Based on
the period, 1980-1996, the result of regression analysis suggests

that for every 1 percent enploynent growth above (below) the U S



average, magration increased (reduced) population by 0.3 percent.

(Recall that changes in labor force participation rates and
unenpl oynent rates account for the remainder of the change in
enpl oynent . ) Since recent Oklahoma population growmh in the
absence of donestic mgration averages 0.5 percent (as indicated
earlier), 1 percent enploynent growth above the U S. average woul d
be predicted to be on average associated with 0.8 percent
popul ation growth (i.e., 0.5+0.3).

To further wunderstand the reasons for recent Cklahoma
mgration patterns, Table 3 presents Gklahoma state-to-state
mgration statistics. The first colum contains statistics on the
sources of in-mgrants to Cklahona. In-mgrants from each state
are expressed as a share of total in-mgrants. The ranking of
inportance as a source of inflows appears in parentheses to the
right of the calculated share. In the second colum, out-mgrants
from Ckl ahona to another state are expressed as a share of total
out-mgrants from Cklahona. The final colum contains net
mgration statistics. Positive values reflect the net of in-to-
out mgration as a share of all net inflows, while negative val ues
reflect the net of in-to-out magration as a share of all net
out fl ows. Again, the ranking of the state according to its
inmportance as a source of net inflows appears to the right in
parent heses. (Negative values are not ranked since they represent
net outflows). The states included in Table 3 are those that were
in the top ten according to inportance as a source of gross
inflows, and top twelve according to inportance as a source of net

inflows, for a total of sixteen states.



From Table 3, we see that from 1995-1996, Texas was the
| argest source of gross in-mgrants into Okl ahoma. Yet, Texas was
also the largest beneficiary of out-magration from Cklahoma
producing a net outflow from Ckl ahoma to Texas. California was
the second |argest source of in-mgration, and |argest source of
net in-mgration. To be sure, California supplied 40 percent of
Ckl ahoma' s net mgration gain from 1995 to 1996. Kansas was the
third largest source of in-mgrants and second | argest source of
net mgrants. Overall, six of the top ten states in terns of
gross in-mgration were also anong the |argest providers of net
mgrants. The last five states in Table 3, Washi ngton, New York,
lowa, Utah, New Jersey, and Womng, ranked lower in terns of
gross inflows, but because of |low outflows to these states, they
ranked high in terns of net mgration fromthe state to Ckl ahona.

The reasons for the pattern of state-to-state flows shown in
Table 3 appear to differ depending upon whether they are gross
flows or net flows. As mght be expected, large gross flows
occurred between Cklahoma and its surroundi ng states. However
these states were not necessarily the largest sources of net
mgration flows into klahona. In fact, there were net outflows
from Ckl ahoma to Arkansas, M ssouri and Texas. California, New
Jersey, and New York, all coastal states, were three of the top
sources of net in-mgrants. This suggests that, in addition to
geographic proximty to Oklahoma, economc factors may underlie
the pattern of net mgration flows.

Econom ¢ Conditi ons and Ckl ahoma M gration Fl ows

To explore the possibility that economc explanations



underlie the net mgration patterns, Table 4 presents unenpl oynent
rates for the states listed in Table 3. Fromthe first colum, we
see that of the twelve states that were the greatest contributors
of net mgrants to Cklahoma in 1995 eight of them had higher
unenpl oynent rates than Ckl ahoma. In particular, unenploynment was
highest in California, which was the l|argest contributor of net
mgrants to Ckl ahona. Simlarly, New York, New Jersey, and New
Mexi co had significantly higher unenpl oynent.

However, unenpl oynent rates were also higher in Florida and
Texas, two states that gained net mgrants from Okl ahoma during
1995. Thus, higher unenploynent is not always associated wth
out-mgration. In a study of state unenploynent rates, Partridge
and Rickman (1997) found that after accounting for enploynent
grow h differences, states that possessed nore desirable climates
and |location-specific anmenities had higher unenploynent rates.
That is, because of their desirable attributes, nore individuals
nove to the state, even at a greater risk of being unenployed.
They al so exam ned t he unenpl oynent effects of ot her
characteristics, calculating how nuch state unenploynent rates
woul d be expected to be above or below the national average based
on their characteristics assum ng equal enploynent growh across
the nation (Partridge and Rickman, 1997, p. 602). G ven equal
enpl oynent growth rates across states, both Florida and Texas were
calculated to have higher unenploynent rates. Thus, net out-
mgration would not necessarily be expected. California was
estimated to have a higher expected unenploynent rate, but not by

as nmuch as their unenploynent rate exceeded Ckl ahoma's in 1995.



One of the characteristics nentioned by Partridge and R ckman
as increasing unenploynment rates was inmmgration. That is, for a
given level of enploynent growth, immgration increases |abor
supply and unenpl oynent. Al though there nmay sone demand sti nul us
associated with greater immgration, it may be less than the
associated increase in supply, producing a net effect of
i ncreasi ng unenpl oynent .

To assess the effect of immgration, the third columm reports
the nunber of new foreign immgrants for 1995-1996 as a share of
1995 population for each state. For exanple, California's
popul ation increased 0.78 percent from 1995-1996 because of
i mm gration. This exceeds that of the other states (and the
nati onal average of 0.33 percent), which is part of the reason for
their higher wunenploynent rate. [Ilinois, New Jersey, and New
York also had very high rates of inmgration and relatively higher
unenpl oynent and net out-mgration to Cklahoma. O the top twelve
contributors of net mgrants to Gklahoma, nine had rates of
immgration that exceeded k|l ahoma's. Nevert hel ess, Florida and
Texas had high rates of immgration and relatively higher
unenpl oynent, but experienced net in-mgration from Ckl ahoma. The
di screpancy appears related to differences in enploynent grow h.

From the fourth colum of Table 4, we see that nine of the
twel ve states that were the largest contributors of net mgrants
had |ower enploynment growth in 1995 than klahoma's. Thus,
differences in enploynent growh may be a slightly better
indicator of the direction of net mgration flows between states

t han unenpl oynent rates. For exanple, even though |Iowa and Kansas



had | ower unenpl oynent, they had | ower enploynment growth. Again,
this derives from lowa and Kansas expected to have had even have
| ower unenploynent rates than their actual rates in 1995
(Partridge and Ri ckman, 1997, p. 602). However, Colorado and U ah
had both |ower unenploynent rates, which could not be explained
away as being expected, and stronger enploynent, than Gkl ahong,;
thus, they were anonalies to the expected direction of net
mgration flows.

What are the likely net mgration flows between lahoma and
these states in 1997 and beyond? To address this question we turn
to the second and fifth colums of Table 4. These columms report
the correspondi ng unenpl oynent rates and enploynent growh rates
for 1997 up through the third quarter.

Beginning with California, we see that although unenpl oynent
remai ns above that of Cklahoma, enpl oynent growh thus far in 1997
approxi mates that in Gkl ahoma. Moreover, the 1997 unenpl oynent
rate difference between California and Oklahoma is close to the
expected difference given approximtely equal enploynent growh
(Partridge and Ri ckman, 1997, p. 602). Therefore, it is unlikely
that Gkl ahoma wi ||l experience significant inflows of mgrants from
California in 1997 or beyond if current relative enploynent growth
trends conti nue.

Nevert hel ess, anong other states from which mgration to
Gkl ahoma occurred in 1995, enploynent growh remains relatively
weak in Illinois, New Jersey and New York, with growh slowng in
[I1inois. Enpl oynent growth remains |ower, and unenploynent

remai ns higher (and higher than what would be expected), in New



Mexi co and Wom ng. These patterns suggest that out-mgration
shoul d continue fromthese states.

Enpl oynent growh has slowed in Colorado and Iowa, but
unenpl oynent is close to what would be expected in the two states,

suggesting little mgration. Conditions in Arizona, Florida, and

Uah have not changed appreciably. Enpl oynment growh is yet
stronger in Kansas, but unenploynent is still above what woul d be
expect ed, suggesti ng possi bl e out-m gration. M ssouri's

enpl oynent growt h remains |ower, and unenpl oynent remains higher,
but since Oklahoma |ost population to it in 1995, no popul ation
gains are expected from M ssouri .

Enpl oynent growh remains strong in Texas, but its
unenpl oynent rate relative to that in Cklahoma is greater than
expected. Enploynent growth slowed significantly and unenpl oynment
i ncreased in Arkansas. Thus, although Gkl ahonma | ost population to
Arkansas and Texas in 1995, it may gain population in 1997 and
beyond if current enploynent trends conti nue.

Taken together, the enploynent and unenploynent trends in
1997 suggest future net in-mgration into Cklahoma from many of
the states exam ned. It is unlikely, however, that population
gains will conme from California. Yet, there are other states not
exam ned here, fromwhich there were negligible mgration flows to
Gkl ahoma in 1995, that may have had a change in their economc
fortunes, producing additional net outflows to Ckl ahona.

Quality of Life, Mgration Fl ows, and Unenpl oynent
As discussed earlier, mgration flows also may be related to

non-nonetary quality-of-life factors in a state. Quality-of-life



factors my include those related to a favorable «clinate,
| ocation, environnmental quality, and opportunities for recreation
Al else equal, higher quality of life leads to greater net in-
m gration. However, given existing enploynent conditions, greater
in-mgration increases unenploynent. Therefore, states wth
hi gher quality of life may experience both higher net mgration
inflows and higher unenploynent. In addition, all else equal,
greater in-mgration reduces the wage rate and increases |and and
housi ng pri ces.

Therefore, studies attenpting to neasure regional quality-of-
life differences have exam ned differences in wage rates, housing
prices, magration flows, and unenploynent. Bl onquist, Berger, and
Hoehn (1988) neasured quality of life for netropolitan areas in
1980 based on differences in wage rates and housing prices.
G eenwood, Hunt, Rickman and Treyz (1991) neasured quality of life
for states based on 1971-1988 mgration flows, controlling for the
influence of differences in economc conditions. Simlarly,
Partridge and R ckman (1997) found that over one-half of observed
unenpl oynent differences across states for 1972-1991, that were
not related to enploynent growth differences, could be explained
by quality-of-life factors.

Table 5 summarizes the findings of the three studies
regarding the states exam ned above. Al'l three studies suggest
that Arkansas, Arizona, California, Colorado, and Florida have a
hi gher than average quality of Ilife. Contrarily, all three
studi es suggest that both New Jersey and New York have average or

bel ow quality of Ilife. |l owa, New Mexico, and Ut ah have higher



quality of Ilife, but |ower unenploynent. Contrarily, Illinois,
M ssouri, and Texas have lower quality of |l|ife but higher
unenpl oynent . Thus, there are unexplained unenpl oynent
differences in these states offsetting quality-of-life influences
on unenpl oynent. No consensus energes for Kansas, Washington, and
Wom ng.

The evidence for klahoma suggests that it possesses a
slightly bel ow average quality of life. That is, mgration flows
and unenpl oynent were sonmewhat bel ow what woul d have been expected
given its economc conditions in the 1970s and 1980s. Thi s
suggests that in the absence of relatively strong enploynent
growt h and | ow unenpl oynent, domestic in-magration will not occur.

Neverthel ess, quality of l|ife can change over tine. As ot her
areas becone nore congested, or pol | ut ed, the relative
attractiveness of the nore renote areas of the country may
I ncrease.

Concl usi on

H storically, <changes in klahoma enploynent have been
acconpani ed nostly by changes in |abor force participation rates.

In addition, though increases in the Cklahoma |abor force through
natural increases in population |lag that of the nation, Cklahoma
net magration appears responsive to changes in enploynent.
However, unenpl oynent rates have not always changed in a manner
predi ctabl e by the changes in enpl oynent.

Gven the current low rate of unenploynent, continued
enpl oynent growh wll nost |ikely have to rely on increased | abor

force participation rates and net in-mgration. Gkl ahoma | abor



force participation rates are bel ow the national average, so they
have room to nove upwards. Finally, with |ess robust enploynent
growt h, and higher unenploynent rates, mgration from sone other
key states wll likely continue. Nevertheless, the education and
skills of those currently not in the |labor force may have to be
addressed to be able to bring them into the |abor force.
Correspondingly, if |abor markets becone tighter in all states in
the nation, in-mgration into Cklahoma w Il di m nish.
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Table 1

Supply Sources of k|l ahoma Enpl oynent G owth
Peri od Enpl oynment | Popul ati on | Labor Force | Unenpl oynent
(e)” (p)’ (Ifpr)° (u)°
1971-1979° 2. 60 1.63 0. 87 -0.05
1980- 1985° 2.35 1.64 1.35 0. 62
1986- 1989° -0.25 -0.94 0. 28 -0. 39
1990 -0.76 -0. 09 -0.70 -0.03
1991 -1.95 0.64 -1. 37 1.16
1992 2. 45 1.21 0.18 -0.97
1993 0.16 0.84 -0. 27 0. 38
1994 1.29 0.77 0.19 -0.30
1995 1.41 0. 58 -0. 37 -1.12
1996 2.56 0.72 1.15 -0. 64

Percent change from previous vyear; Cklahonma Enploynent Security
Commi ssi on.

"Percent change from previous year; U S. Bureau of the Census.
‘Percentage point change from previous vyear; Cklahoma Enpl oynent
§ecuri ty Commi ssi on.

Aver age year-to-year changes during the period.

NA denot es not applicabl e.



Table 2
Donestic Net Mgration into Clahoma®

Peri od Net M gration

4/ 80-7/ 83" 59, 586
7/ 83-4/90° - 40, 796
4/ 90-7/91 -3, 074
7/ 91-7/ 92 15, 294
7/ 92-7/ 93 5, 405
7/ 93-7/ 94 1,916
7/ 94-7/ 95 4,320
7/ 95-7/ 96 10, 176

For years 1980 to 1990, migration also includes international
imgration and net novenment of federal enployees and their dependents
into and out of the nation, for years after 1990, mgration only
ibncl udes donestic nigration.

Annual average during the period.

Source: United States Bureau of the Census.



Table 3
Ckl ahoma 1995- 1996 State-to-State M gration Fl ows

State In Mgration® Qut Mgration® |Net Mgration®
Texas 0.220 (1) 0. 258 (- 0. 42)
California 0.087 (2) 0. 050 0. 400 (1)
Kansas 0.068 (3) 0. 060 0.121 (2)
Ar kansas 0.066 (4) 0.074 (-0.051)
M ssour i 0. 046 (5) 0. 056 (-0.15)

Col or ado 0.035 (6) 0. 031 0.062 (3)
Fl ori da 0.031 (7) 0.034 (-0.02)
Ari zona 0.024 (8) 0.023 0.023 (11)
I11inois 0.022 (9) 0. 021 0.027 (7)
New Mexi co 0.019 (10) 0.016 0. 046 (5)
Washi ngt on 0.018 (15) 0.016 0.027 (7)
New Yor k 0.015 (16) 0. 010 0.052 (4)
| ona 0.010 (24) 0. 008 0.025 (10)
Ut ah 0.008 (31) 0. 005 0.026 (9)
New Jer sey 0.007 (33) 0. 004 0.026 (6)
Womi ng 0.005 (37) 0. 003 0.020 (12)

:M gration into Cklahona as a share of total in-migration.

M gration out of Cklahoma as a share of total out-mgration.

‘Positive values are net in-mgration as shares of positive net inflows;
Negati ve val ues are net out-mgration as shares of net outfl ows.

Source: United States Internal Revenue Service, Statistics of |ncone.



Tabl e 4
Conpari son of State Econom c Performance

State Unerrpl oyment Rate || mm gration | Enpl oyment G owt h
1995° 1997° 1995- 1996° 1995° 1997°
Texas 6.0 5.5 0. 45 2.9 2.9
California 7.8 6.4 0.78 2.3 2.9
Kansas 4.4 3.9 0.11 2.6 3.1
Ar kansas 4.9 5.2 0. 04 2.8 1.0
M ssouri 4.8 4.1 0. 08 1.4 2.1
Col or ado 4.2 3.3 0.25 3.8 2.0
Fl ori da 5.5 4.9 0.59 3.4 3.5
Ari zona 5.1 4.6 0.31 5.5 3.6
Il11inois 5.2 4.7 0. 33 2.3 1.1
New Mexi co 6.3 6.4 0. 28 2.0 2.0
Washi ngt on 6.4 5.0 0. 30 1.4 4.0
New Yor k 6.3 6.3 0. 65 0.3 1.3
| owa 3.5 3.1 0. 09 2.5 2.1
Ut ah 3.6 3.4 0.18 5.6 4.1
New Jer sey 6.4 5.5 0.51 0.6 1.6
Wom ng 4.8 4.6 0. 07 0.3 0.0
Ckl ahona 4.7 3.7 0.11 2.8 3.0

Yearly aver age unenpl oynent rate.

Yearly aver age unenpl oynent rate through Septenber 1997.
Irrmgrants from7/95-7/96 as a share of 7/95 popul ati on.
‘Decenber year-over-year percent change in nonfarm enpl oynent.
‘Sept enber year-over-year percent change i n nonfarm enpl oynent.
Sources: United States Bureaus of Labor Statistics and Census.



Tabl e 5
Rel ative Quality of Life’

Bl onqui st G eenwood | Partridge
State et al. et al. & Ri ckman
Texas - - +
California + + +
Kansas + - -
Ar kansas + + +
M ssouri - - +
Col or ado + + +
Fl ori da + + +
Ari zona + + +
[l1inois - - -
New Mexi co + + -
Washi ngt on - + +
New Yor k 0 - -
| owa + + -
Ut ah + + -
New Jer sey 0 - -
Wom ng NA + -
Gkl ahoma 0 - -

+ represents above aver age,

NA denotes not avail abl e

bel ow aver age,

0 average,

quality of

life



