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More Help Wanted Ads
Won't Fix Ag's Labor Woes

By Matt Clark

SITUATION

The availability of labor continues
to be a primary concern in the
farming community.

FINDING

Current labor conditions have
sharply tightened in rural counties
with a dependency on agriculture
and appear to be very tight in areas
with a heavy cattle focus. Because
of demographic constraints, labor
conditions will likely remain tight in
rural, agricultural communities.

ACTION

For producers and agribusinesses
wishing to expand their operations, the
lack of available labor will likely force a
heavier reliance on automation, contract
workers, and strategies to recruit and
retain employees. Producers should
consider reexamining, or developing
for the first time, their written human
resource strategy and policy as an
integral component to maximize the
overall business strategy. For many

producers and agribusinesses, a well-
executed human resource strategy will
be as important to business growth as
planting decisions, asset purchases,
marketing, input management, etc.




THE LABOR SITUATION IN
FARMING COMMUNITIES

A nearly unanimous theme in meetings with agricultural
producers, regardless of commodity or operation type,
s the lack of available labor.

As agricultural operations have
grown in complexity, and the
number of owner-operators has
declined, the need for hired, full-time
and seasonal work has increased
or at least remained constant in
most communities. However,
quantifying labor availability for
the agricultural community is a
challenge. For example, national and
state unemployment rates currently

hover near record lows, but
does that represent a rural
farming community?

In the states used for this study -
which are Colorado, Iowa, Kansas,
Nebraska, New Mexico, South
Dakota, and Wyoming — nearly 71
percent of the total population live
in a county that is defined as

a metropolitan county'2.

The need for
hired, full-time
and seasonal
work has
Increased.
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Using a state average unemployment
rate may or may not accurately
reflect the labor situation in a
smaller rural community.

Moreover, not all communities have
an equal emphasis on agriculture.
In the states chosen for this
study, around half of the counties’
economies depend primarily

on farming?®, but those counties
represent less than 15 percent of
the total subject population.

Conversely, counties with an
economic emphasis in financial
activities, information, education
and health services, and professional
business services represent only 3

SOMAKOTA

NEBRASKA .

KANSAS .

percent of the total counties but 24
percent of the population.

These differences in the counties’
economic drivers and relative
size make analyzing labor market
conditions more nuanced.
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These differences
In the counties’
economic drivers
and relative size
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conditions
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My analysis suggests that
unemployment rates in counties
economically driven by farming
are historically low4. In fact,
from 1990 through 2021 only
five months have had a lower
weighted unemployment index
than the average 2022 reading.

Counties driven by other
industries also recorded very low
readings; however, from a historical
comparison perspective, labor
conditions appear to be the tightest
in farming-dependent counties.

[abor conditions
appear to be

the tightest

In farming-
dependent
counties.
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LOCATION, LOCATION, LOCATION

Breaking the farming-dependent counties by size and location
parameters using the USDA's Rural-Urban Continuum Codes
also provides further clarification on labor markets'.

Most of the farming Completely rural Urban population Urban population Completely rural Urban population
dependent counties or less than 2,500 of 2,500 to19,999, of 2,500 to 19,999, or less than 2,500 of 20,000 or more,
included in the urban population, not adjacent to a adjacent to a urban population, not adjacent to a
analysis fell into the adjacent to a metro area metro area not adjacent to a metro area
following nonmetro- metro area metro area

politan categories:

Unemployment in Farming Communities

Percent, seasonally adjusted
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® Metro ® Rural, Near Metro ® Rural, Not Adj Metro ® Nonmetro, Near Metro Nonmetro, Not Adj Metro
The two nonmetropolitan counties into the county, these were also metropolitan location. Additionally,
with an urban population of more grouped in a ‘metro’ group. nonmetropolitan counties with a
than 2,500 and not adjacent to a dependency on farming that are not
metro area were grouped due to Analysis indicates that labor near a metropolitan location also
sample size issues. Also, a very markets are very tight in rural have experienced historically tight
small subset of counties fell into a areas that have a dependency on labor conditions.
‘metropolitan’ grouping, primarily farming, in particular rural areas
due to a large urban center spilling that are not adjacent or near to a
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Unemployment and Cattle*
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CATTLE PRODUCTION AND
LABOR POOL TENSION

Current labor conditions are
particularly tight in counties with
an emphasis on cattle production.
The average unemployment rate in
counties with more than 200,000
head of cattle® was 2.39 percent
in August. Comparatively, the
unemployment rate in counties
with less than 25,000 head of
cattle is 3.06 percent.

The rate of
unemployment
may underscore
the actual
tightness of
labor availability:

100,000 to 200,000

50,000 to 100,000

The rate of unemployment may
underscore the actual tightness

of labor availability. For instance,
Haskell County in Kansas

has a cattle inventory around
400,000 head?, a total human
population base of less than 4,000
individuals?, and an estimated
labor force of just under 2,200°.
The August unemployment rate
for Haskell County is 2.30 percent,
which would imply that there are
roughly 50 total individuals to fill a
job opening with in the county. The
small pool of potential candidates
does not take into account the
skill and qualification matches,
which would likely shrink the
available pool even lower.

The simple example of Haskell
County highlights the difficult
physical constraint that many
counties with capital intensive
industries, like agriculture, face.
Large livestock operations can be

25,000 to 50,000

Less than 25,000

particularly vulnerable to labor
pressures due to the consistent,
and timely, need of labor, but also
the desire to be located well outside
of urban population bases. This
tension brings to bear the necessity
of producers developing a human
resource plan that augments the
overall business strategy both for
growth and stability.

THE CALVARY
IS NOT COMING

In the near term it is unlikely that
labor force availability will quickly
improve in farming communities for
several reasons.

First, the population in non-
metropolitan farming counties
has been in decline. Most notably the
total population declined about 0.28%
from 2020 to 2021 as net migrations
and deaths outpaced births.
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Second, the core demographic
group that makes up both current
and near-term laborers has
declined in nonmetropolitan
farming communities®.

For example, from 2010 to 2019
the total population of ages 14-

64 declined about 7 percent

in nonmetropolitan farming
communities. Moreover, the
current ratio of ages 14-64 to total
population is about 61 percent.

By way of comparison, the ratio

of ages 14-64 to total population
for all counties in the subject area
is 66 percent, driven largely by
metropolitan counties, and 69
percent in counties with emphasis
on finance, information, education,
health, etc. The comparatively
small ratio of ages 14-64 to the total
population also implies that the
available pool of labor is likely to
remain low in the near future.

WORK ENVIRONMENT AND
BENEFITS MATTER

A prolonged period of tight labor
markets has many implications
for the agricultural community,
especially those in more rural

or nonmetropolitan areas. Most
notably, the physical constraint of
labor availability reemphasizes the
need for a strong written human
resources plan to accompany the
overall business strategy.

For producers and agribusinesses
that currently have a written
human resource plan, it is advisable
to continually work through the
plan with managers and financial
partners to add actionable steps to
execute the plan in the framework
of physical labor constraints. The
fight for labor in the very near-
term could be fierce in many
communities; as such the fight will
be most favorable for businesses

that have a plan, and steps, to
maximize the available labor pool.

To develop a written human
resource plan, a good starting
point would be to list out the exact
skills, hours, seasons, etc., of labor
needs for both current employees
and future hires to achieve the goals
of the overall business plan. The
human resource plan can then
focus on retaining current skill
sets, measures to attract future
talent, timelines for additions

and replacements, and budget

for investments to enhance
available labor given the likely
physical constraints.

Also consider where the labor pool
currently resides and where that
pool may reside in the coming
seasons, months and years. For
example, in communities with

a small and aging workforce,

Population Trends in Rural America

Percent of Population
Aged 14-64
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Health, Etc.

Population Changes
from 2010-2019

Population Change Births-to-Population Net Migration-to-Population
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® Farming = Finance, Information, Education, Health, Etc.
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the pool of available labor in 10
years may have a much heavier
focus on flexible hours for semi-
retired employees, H2A laborers,
contracted shorter term workers,
workers requiring housing, etc.

Also bear in mind that the concept
of wages, salary and benefits will
likely evolve with your business.
Assuming that simply providing

a high enough salary will draw the
workers may be a failing plan for
several reasons.

First, for many counties, the
limiting factor is the physical
number of available people in an
area. Paying higher wages may not
be enough to entice individuals to
physically move their families for
employment. Finding other forms

Employee Wages

10
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= USDA Ag Wage Index

of ‘payment’ that may be of high
value to the individual, but less
costly to the business could help
attract individuals to relocate or
remain stickier to the employer. For
example, the costs of a cell phone
plan and data, a truck, insurance,
and housing, in some cases, could
be much higher for an individual
than what they would be for a
company who provides or covers
these costs as additional benefits

Jan-11

BLS Wage & Salary Index

Jan-13 Jan-15

to employment.

Second, aggregate data would
indicate that wage increases in the
agriculture community have tracked
mostly alongside national averages’.
It is probable that wage pressures
could be met tit-for-tat for qualified
workers. So, finding additional
methods of compensation could
help attract and retain labor.
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Finally, as evidenced by the post-
pandemic work environment, many
workers value the larger package of
work benefits such as flexible hours,
vacation, culture, mission, etc., more
than in years past. This shift may
require many companies to refocus
their recruiting efforts to a posture
of ‘selling their business and job’ to
the pool of available labor.
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