
since returns were no longer as attractive. The supply of prod-
uct would fall, demand for other production factors would de-
cline, and less labor would be necessary.

The resultant equilibrium for the number of firms in the
industry and employment levels would then depend on the degree
of interaction of all the factors discussed. A similar discussion
would explain the effects of initial changes in product prices,
factor prices, firm production possibilities, number of firms, and
shifters of firm entrepreneur supplies.

STUDY AREA

The four-state region of Mississippi, Alabama, Georgia, and
Florida containing 375 counties was chosen as the study area.
The area was delineated into two groups of homogenous sub-
areas. Counties in the four states were classified into two groups
using discriminant analysis on the basis of a set of ten variables
depicting the county's human and natural resource endowments,
and its urban, industrial, and agricultural structure. Division of
the counties into subareas was done since regions differ in geo-
graphic, institutional, sociological, and economic characteristics.
Conclusions about the effect of natural resource investments on
employment must consider these regional differences.

Some judgment was warranted as to the meaningfulness of
the delineations by persons familiar with the four-state region.
Members of the Southern Land Economic Research Committee4

from each of the four states were asked to evaluate the initial
classifications for their state. These evaluations were used to
adjust the mathematical delineations and resulted in the final
grouping shown in Figure 1. About one-fourth of the counties
(91) represent the urban-oriented group, while the remaining
counties (284) exhibit a rural orientation. A complete discussion
of the technique used to group the counties and variables con-
sidered can be found in Cato [8] and Eddleman and Cato [11].

ESTIMATION MODELS

A two-equation system used to estimate the effect of invest-
ments on agricultural employment was specified according to the
theoretical framework outlined in Cato [8]. Single equation models

SThis committee consisted of representatives from eleven southern land-
grant universities and several federal agencies, and is supported in part
by the Farm Foundation, Chicago, Illinois.
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