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Abstract 

The informalñblack, shadow, or undergroundñeconomy, is commonly known for 

encompassing illegal activities. More generally, the informal economy covers all economic activity 

that occurs òoff the books,ó thus unrecorded and unreported to governmental taxing authorities. 

Research on the informal economy in the U.S. points to its prevalence in low-wage, service-based 

local economies. This study investigates the presence of informal economic activity in the Pee Dee 

region of South Carolina, comprising the counties of Chesterfield, Darlington, Dillon, Florence, 

Marion, and Marlboro. Results provide strong evidence of a sizeable underground economy. 

Furthermore, the results point to the same condition existing throughout many regions of the state. 

Utilizing the labor market discrepancy method, the size of the informal economy was estimated at 

9.6% in the Pee Dee region in 2005, with estimates ranging as high as 16.6% and as low as 3.4% for 

the counties within. Furthermore, results point to a steadily increasing informal sector in all counties 

from 2000 to 2006. 
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I Informal Economic Activity Executive Summary 

Informal Economic Activity 
A County-Level Analysis of South Carolinaõs Pee Dee Region 

Executive Summary 

Overview  

The informalñblack, shadow, or undergroundñeconomy, is commonly known for 

encompassing illegal activities (including drugs, gambling, or prostitution) and illegal trade in legal 

goods (such as tobacco, alcohol, or prescription drugs). More generally, the informal economy 

covers all economic activity that occurs òoff the books,ó thus unrecorded and unreported to 

governmental taxing authorities. This type of activity can include babysitting, housecleaning, yard 

work, handyman services, agricultural services, construction services, and so on. This study examines 

existing methods for approximating the size of local informal economic activity and applies those 

techniques to determine the size of the informal economy in the Pee Dee region of South Carolina, 

comprising the counties of Chesterfield, Darlington, Dillon, Florence, Marion, and Marlboro.  

Past Research 

Previous research on the informal economy in the U.S. points to its prevalence in low-wage, 

service-based local economies in which participants are usually on the margin of poverty and 

typically take part in order to supplement their incomes from formal jobs. Factors that contribute to 

increasing informal economy participation include tax burden, regulations, inflation, real income, 

globalization, economic deregulation, and transformation to more flexible forms of production.  

Unfortunately, because informal economies are, by definition, unrecorded, they are also 

exceptionally hard to quantify for exactly the same reason. Numerous methods have been developed 

by researchers to attempt to do so. This paper describes nine such methods, ranging from 

household surveys to dynamic multiple indicators and multiple techniques. Using this full range of 

approaches, previous estimates of the informal economy in the United States have ranged from 

5.3% to 19.4% since 1981. This study utilizes an approach that compares discrepancies in labor 

market data, specifically focusing on variations in working-age population, labor force, total 

employment, wages and salary employment, and tax returns filed. 

Pee Dee Region 

The Pee Dee region can be described as an economically depressed area. The six counties within 

the area all have high poverty and unemployment, and low income and property values. 

Additionally, the following changes have occurred in the regionõs population. 

¶ While the stateõs population grew 4.4% between 2003 and 2006, Darlington and Marion lost 

population, Chesterfield and Dillon experienced approximately no growth, and Florence and 

Marlboro grew only 2.4% and 3%, respectively.  
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¶ Between 2000 and 2006, the growth rate of working age individuals (between 15 and 64 

years old) has dramatically lagged the remainder of the state. South Carolinaõs working age 

population increased 8.5%, while growth of Pee Dee counties was Marlboro: 4.9%; Florence: 

4.8%; Chesterfield: 2.6%; Dillon: 1.8%; Darlington: 1.0%; and Marion: -1.4%. 

¶ Labor force participationñpeople who self-describe themselves as being employed or 

seeking employment as reported by the BLSñhas declined in all counties except Florence 

and Marlboro (which experienced no change). Such a gap in growth raises the question of 

where these new workers found jobs. 

¶ Since 2000, every Pee Dee county has had a lower ratio of labor force participants to 

working age population than the statewide average, indicating a larger percentage of people 

in this region do not participate in the formal labor force than is typical throughout the state. 

Findings  

Because no specific measure of the informal economy exists, much evidence regarding its 

existence and size is indirect, inferred from discrepancies between various labor market measures. 

Three such discrepancies are used to generate estimates of the magnitude of the informal economy.  

1. Self-Reported Employment Versus Employer-Reported Employment 

This measure compares the difference in the employment reported by employers (via the 

BLS Quarterly Census of Employment and Wages (QCEW)) to the employment reported by 

the employed (via the BLS Local Area Unemployment Statistics (LAUS) program). On 

average statewide between 2000 and 2006, employer-reported jobs account for 95% of the 

employee-reported jobs. In the Pee Dee region, however, the averages are far less. With the 

exception of Florence, Pee Dee region period averages range between 75% and 85%. Except 

for Dillon and Marlboro, these ratios have declined since 2000. 

2. Wage and Salary Employment Versus Total Private Employment 

Informal economic activity is likely to be more highly correlated with those who are self-

employed, as it naturally allows for a lower degree of accountability as well as more flexibility 

than positions that receive wages and salaries from an employer. This measure compares 

wage and salary employment reported by the QCEW to the total private non-farm 

employment (including self-employment) reported by Bureau of Economic Analysis (BEA), 

which utilizes Census, IRS, and other data elements to statistically correct for underreporting 

and misreporting. Statewide, the average ratio was 0.95 as was Florenceõs ratio. All counties 

except Dillon and Marlboro saw decreases in ratios since 2000, as did South Carolina. In all, 

this measure indicates that official self-employment is higher in four of the Pee Dee region 

than in the rest of the state. We can conclusively say it is also on the rise in these four 

counties faster than throughout the state. 
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3. Income Tax Filers Versus Population 

In 2004, 132 million US returns were filed. Another 15 million people did not file because 

they did not earn enough money to be required to do so. According to Tax Foundation, 

98.9% of these filers earned less than $30,000; 62.8% were over the age of 55; and 95.3% 

worked part-time for less than 13 weeks of the year. On average, 45% of South Carolina 

state residents filed returns between 2000 and 2005. (In the US, 45.4% of the population 

filed returns in 2005.) All counties within the Pee Dee region had both lower levels as well as 

declining levels of tax filing. Not filing can be representative of low levels of income, 

prevalence of part-time work, and workers over 55. Given that much research has linked the 

former two of these factors with the presence of informality in the economy, they can still 

provide us with some insight into the factors that indicate informal economic activity. 

No method is perfect, but combined they provide general guidelines to of how much informal 

economic activity occurs in the Pee Dee region (see table). The first method estimates an informal 

economy of 12.3% in the Pee Dee region in 2005. Statewide it was 6.7%. The second method 

estimates a smaller informal economy in the Pee Dee of 10.6% and 6.8% statewide. Finally, the 

income tax filers discrepancy method calculates the difference between the percentage of filers in each 

county and the US. Thus, the estimated size of the informal economy produced by the third method 

is the amount above the size of the US informal economy, with the Pee Deeõs having an extra 5.9% 

of its economy involved in underground activities, and the state being close to par with the US. 

Table: Estimated Size of the Pee Dee Region Informal Economy  

  

Method 1: Self-Reported Employment 
Versus Employer-Reported 

Employment (reported in Table 5)   

Method 2: Wage and Salary 
Employment Versus Total 

Employment (reported in Table 6)   
Method 3: Income Tax Filers Versus 

Population (reported in Table 8) 

 
Employment 

Differ-
ence 

% of 
Total 

 
Employment 

Differ- 
ence 

% of 
Total 

 
2005 

Census 
Pop. 

2005 SC 
Tax 

Returns 

% of 
Pop. 

Filing  

Difference 
from US 
% Filing County 

2006 
QCEW 

2006 
LAUS  

2005 
QCEW 

2005 
BEA 
REIS  

 

Chesterfield 14,024 16,855 2,831 16.8% 
 

13,601 15,277 1,676 11.0% 
 

43,191 16,316 37.8% 7.6% 

Darlington 20,983 29,039 8,056 27.7% 
 

20,961 24,137 3,176 13.2% 
 

67,369 26,390 39.2% 6.2% 

Dillon 9,470 12,095 2,625 21.7% 
 

9,557 10,365 808 7.8% 
 

30,851 11,833 38.4% 7.0% 

Florence 60,998 58,543 -2,455 -4.2% 
 

59,516 66,498 6,982 10.5% 
 

130,259 53,997 41.5% 3.9% 

Marion 9,037 11,888 2,851 24.0% 
 

9,363 11,420 2,057 18.0% 
 

34,798 13,132 37.7% 7.7% 

Marlboro 8,173 11,420 3,247 28.4% 
 

8,071 7,792 -279 -3.6% 
 

27,722 10,474 37.8% 7.6% 

Pee Dee Region 122,685 139,840 17,155 12.3%   121,069 135,489 14,420 10.6%   334,190 132,142 39.5% 5.9% 

South Carolina 1,855,842 1,988,378 132,536 6.7%   1,819,217 1,952,181 132,964 6.8%   4,246,933 1,906,991 44.9% 0.5% 

Source: S.C. Department of Commerce calculation of BLS Quarterly Census of Employment and Wages, BLS Local Area 
Unemployment Statistics, BEA Regional Economic Information System, US Census Population Estimates, and S.C. Department of 
Revenue Income Tax data. 

Using an average of the estimates of each method, the Pee Deeõs informal economy makes up 

9.6% of its entire economy. Florence had an average of 3.4%, while Marionõs average was 16.6%, 

Darlingtonõs was 15.7%, Dillonõs was 12.2%, Chesterfieldõs was 11.8%, and Marlboroõs was 10.8%. 
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1. In troduction 

The informalñblack, shadow, or undergroundñeconomy, is commonly known for 

encompassing illegal activities (including drugs, gambling, or prostitution) and illegal trade in legal 

goods (such as tobacco, alcohol, or prescription drugs). More generally, the informal economy 

covers all economic activity that occurs òoff the books,ó thus unrecorded and unreported to 

governmental taxing authorities. This type of activity can include babysitting, housecleaning, yard 

work, handyman services, agricultural services, construction services, and so on. Much research on 

the informal economy in the U.S. points to its prevalence in low-wage, service-based local 

economies. Unfortunately, because informal economies are, by definition, unrecorded, they are also 

exceptionally hard to quantify for exactly the same reason. This study will examine existing methods 

for approximating the size of local informal economic activity and apply those methodologies to 

determine the size of the informal economy in South Carolina. Because South Carolinaõs 

demography is so diverseñvarying greatly in population density, education, and income across 

geographic regionsñthis paper seeks to quantify informality at the local county level. In particular, 

the study will focus the majority of local analysis on the Pee Dee region, comprising the counties of 

Chesterfield, Darlington, Dillon, Florence, Marion, and Marlboro. Section 2 describes past research 

undertaken in quantifying and describing the informal economy. Section 3 presents the methodology 

employed in this study to quantify the size of the informal economy at the county level. Section 4 

presents the results of the implemented methodology. Finally, Section 5 concludes with possible 

policy implications and avenues for further research. 

 

2.  Literature Review 

Previous studies focusing on informal economic activity have typically fallen into one of the 

following two categories: 1.) ethnographic studies which interview and observe the actions and 

interactions of a small group of individuals, and 2.) economic studies which apply data to empirical 

models to quantify activity.  

2.1 Ethnographic studies 

Ethnographic studies typically involve the use of specifically designed household surveys which 

include extensive interviews with the members of the household. Cohen and Stephens (2005) focus 

interviews in Fayette County, Pennsylvania, a community that was largely dependent upon 

manufacturing and extractive industries (coal and steel) until the 1970õs when these industries 

declined. The county has persistently high unemployment, poverty, public assistance recipients, and 

low post-secondary school attendance. They note the absence of jobs that pay well for both the 

unskilled and low-skilled workers who inhabit the region. They find many of the subjects òco-exist 

between two worlds, low wage subsistence in the formal economy and some involvement in 

informal economic activity ôas it comes up.õó (Cohen and Stephens, 2005) These activities included 
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many òoff the booksó jobs at local establishments or homes as well as actual illegal activities, such as 

growing or selling marijuana.  It is also, they determined, the ònear poor,ó as opposed to the 

poorest, that participate most frequently in the informal economy, and they typically do so to 

supplement their incomes from formal jobs. They also noted a prevalence of acceptance for jobs 

which fell outside the view of the government and, thus, taxation. 

Mencken and Maggard (1999) survey a random sample of 521 households in West Virginia in 

1996 and find 22% of them participate in the informal economy. They further find that only 8% of 

those who engaged in informal jobs earned more than 20% of their household income in that 

manner, confirming the Cohen and Stephens (2005) finding that most informal earnings are to 

supplement income from jobs in the formal sector. The authors attribute much of the presence of 

the informal economy to the restructuing of West Virginiaõs rural regions from an industrial 

economy to a service-based one. 

2.2 Economic Studies 

Economic papers seek to quantify the size of the informal sector through empirical analyses. 

Again, the lack of recorded data on the informal sector has presented difficulties in all past studies. 

This section outlines several of the methods that have been utilized in the past along with their 

findings.  

2.2.1 Macroeconomic Approaches 

Historically, a majority of studies have employed macroeconomic methods to estimate the size 

of the informal sector. The first of such methods is the òcurrency demandó or òcurrency ratioó 

approach developed and modified by Cagan (1958), Tanzi (1983), and Bhattacharyya (1990). This 

approach hinges upon the assumption that informal transactions take place in cash. Thus, an 

increase in informal economic activity would require an increase in the demand for currency relative 

to either tax burden or GDP. This approach is limited by the facts that not all informal transactions 

occur in cash, the approach requires no informal economic activity in the base year, and an 

increasingly global economy has rendered effective tracking of U.S. currency more difficult.   

The second of these techniques is the òtransactionsó method developed by Feige (1979), which 

assumes that the ratio between the number of transactions that take place in an economy and its 

GNP. Using Fisherõs quantity equation to estimate the number of transactions, the percentage of 

GNP which is produced by the informal sector can be estimated. Again, this method requires the 

informal sector activity to be zero in the base year. Additionally, it assumes a constant ratio between 

transactions and GNP, and it requires precise estimates of transactions.  

A third macroeconomic procedure is the òphysical inputó or òelectricity consumptionó method, 

pioneered by Kaufmann and Kaliberda (1996). This method assumes that the best proxy for overall 

economic activity is energy use. Thus, growth in the ratio between electricity consumption and GDP 

indicates the growth of informal economic activity. Several issues make this method unreliable as 
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well, including the fact that gains in energy efficiency over time are not captured and not all informal 

activities require large amounts of electricity usage.  

The final macroeconomic technique is the òdynamic multiple indicators multiple causesó 

(DYMIMIC) method, first developed by Frey and Weck (1983) but extensively developed since 

then. Unlike the previous methods, this one examines the role of more than one factor in both 

causing and indicating the presence of informal economic activity. The method treats the growth of 

the informal economy as the unobserved variable. Tax burden, regulations, inflation, and real 

income are treated as causes. Monetary indicators (cash/money supply ratio), changes in labor force 

participation, and formal economy growth are treated as indicators.  

These methods are largely criticized for either not being based in economic theory or utilizing 

imperfect econometric methods (Thomas 1999). Most importantly, however, is the fact that these 

macroeconomic techniques are not applicable to the estimation of small communities. Instead, they 

are quite often used to estimate informal sectors at the national level, particularly in developing 

nations. Thus, we turn our attention to approaches focused on the microeconomic level. 

2.2.2 Microeconomic Approaches 

Studies using microeconomic data are relatively few compared with macroeconomic studies. 

While all of the aforementioned methods utilize indirect approaches to estimate the informal sector, 

the first two of these microeconomic-based methods are direct measuresñtax audits and surveys. 

The tax audit approach measures the discrepancy between declared income on individualsõ tax 

returns and actual income as determined through audit processes. Feinsten (1999) notes the 

problems associated with this method including the difficulties in applying this sample to the general 

population, as the sample is typically not randomly selected. Additionally, audits only uncover some 

fraction of true noncompliance. Survey methods, used by Mencken and Maggard (1999), directly 

collect data from a random sample of households. One disadvantage of such a technique is the 

general unwillingness of participants to admit to illegal activities such as involvement in the 

underground economy. Another drawback (which is common to tax audits as well) is that they 

provide only point estimates, not lending any information to the development of the informal sector 

over time. Finally, surveys are time-consuming and costly to implement. 

The third of the microeconomic approaches returns to the indirect methods. The òexpenditureó 

method was pioneered by Pissarides and Weber (1989) and further developed by Lyssiotou et. al. 

(2004). This approach entails the development of a complete system of demand equations estimated 

and from household expenditure data and compared to the household budget constraints, estimated 

from income data. The informal economy is then estimated from the discrepancy in the two. This 

approach is particularly promising from a local level, the primary obstacle being obtaining data to 

produce estimates at a county level. County-level identifiers in the U.S. Consumer Expenditure 

Survey are for restricted-use only. Unfortunately, the process of obtaining restricted-use licenses is 

extremely long and time-consuming, making this avenue quite possible for a future, more in-depth 

study. 
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The fourth microeconomic approach entails examining òlabor market discrepancies.ó Using 

various labor market statistics, this method utilizes the difference between the number of jobs 

reported by employers and the number of people working. Joassart-Marcelli et. al. (2002), examine 

the informal economy in Los Angeles using a set of nine different labor market metrics. They find a 

significant underground economy that they attribute to factors of globalization, economic 

deregulation, and transformation to more flexible forms of production. The data used by this 

method is available at the county level. The drawbacks to this method include both the fact that it 

does not account for people who are employed in both the informal and formal economies and the 

fact that decreases in labor force participation can be due to factors other than just the growth of the 

informal sector.  

Finally, a òneighborhood proxiesó method was developed by the non-profit organization, Social 

Compact. This proprietary approach utilizes over 30 sources of datañboth public and privateñto 

formulate a set of eight weighted indicators to develop an estimate of informal activity at a 

neighborhood level. 

¶ Percentage of households earning less than $30,000 annually 

¶ Ratio of household income to expenditures 

¶ Percentage of households with no credit or banking histories 

¶ Percentage of cash utility payments 

¶ Percent of foreign born population 

¶ Difference between real home values and model-estimated housing costs 

¶ Number of check-cashing providers per acre 

¶ Number of check-cashing providers per household 

The Social Compact methodology was specifically developed to analyze buying power in urban 

areas. It uses a large array of non-traditional data sources that were collected at a neighborhood 

level. Unfortunately, the exact methodology is unknown. For a more in-depth study allowing for a 

longer time-frame, a similar model could be developed and tailored to rural areas in South Carolina.  

2.2.3 Informal Economy Estimates 

A summary of the estimates of the size of the informal economy produced by each of the 

methods described in sections 2.2.1 and 2.2.2 is provided in Table 1. Two particular trends are 

notable. First, the various methods produce a wide range of results. Secondly, the size of the 

informal sector is increasing over time.  

In addition to these studies whose goal is to estimate the amount of informal economic activity, 

other studies examine the factors that lead to larger informal sectors. For instance, Chong and 

Gradstein (2007) utilize two macroeconomic methodsñelectricity consumption and currency 

demandñand find that the size of the informal economy is negatively correlated with an economyõs 

wealth and positively correlated with its inequality of income. Using a 1994 survey from a random 

sample of Mexican immigrant households in Los Angeles, Marcelli et. al. (1999) obtain estimates of 
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legal status, years of schooling, age, and gender. They then apply these estimates to a sub-sample of 

the 1990 Census Public Use Microdata Sample (PUMS) that includes ònon-Cuban, foreign-born, 

Latino labor force participants aged 18-64.ó They determine the level of informality among this 

group in various occupations and use it as a proxy for overall informal economic activity. Their 

findings indicate informal work to be highly related to òlower wages, a higher incidence of poverty, 

less education, and a higher likelihood of being employed by others.ó  Workers in occupations with 

high levels of informal workers experience lower returns to education than workers in occupations 

with low levels of informality. 

 

Table 1: Previous Estimates of the Informal Economy 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

1 U.S. data summarized in Schneider and Enste (2000) 
2 Lyssiotou et. al. (2004) 
3 Joassart-Marcelli et. al. (2002) 
4 City Drilldown Reports summarized in Social Compact (2007) 

 

 

3. Empirical Methods 

To empirically determine the either the presence or the size of an underground economy 

requires employing one or more of the methods described in section 2. The desire to determine 

informality at a local level points toward use of the microeconomic methods. In particular, the 

expenditure method lends itself well to a county-level analysis. Drawbacks associated with the 

lengthy process to obtain restricted-use licenses to access U.S. Consumer Expenditure Surveys 

prevent its use in this report. Additionally, analysis of such would provide data for a single year. 

U.K.
2

Los 

Angeles
3

Detroit
4

Houston
4

Santa 

Ana
4

Miami
4

San 

Francisco
4

Method

1981-

1985

1986-

1990 1993

1998-

2001 2006 2004 2004 2004 2004

Currency 

Demand 5.3 6.2

Transactions 21.2 19.4

Electricity 

Consumption 7.8 9.9

Surveys 5.6

Tax Audits 8.2 10

Expenditure 10.6

Labor Market 

Discrepancies 6.1 10.2 15

Neighborhood 

Proxies 9.8 9.7 17 11.6 9.8

Size of Informal Economy (as a % of GDP)

U.S.
1
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Such a cross-sectional view would prevent analysis of informal economic behavior over time. To do 

so, would require repeating the analysis on multiple expenditure surveys spanning several years. This 

procedure is an option for a more in-depth study with a longer time frame. 

A second promising option is the modification of the neighborhood proxies method to be 

applicable to rural areas of South Carolina. Unfortunately, like the previous option, this, too, lends 

itself to a long-term study. Implementation of this method will require the following. 

o Development of a custom model based on the DYMIMIC strategy. 
o Identification of data available and required. 
o Extensive collection of data elements.  

In order to provide a basic estimate of the underground economy within a abbreviated period, 

this analysis will use the labor market discrepancy method. It will compare five different measures of 

labor force size.  

1. Working-Age Population: Encompasses individuals ages 15 to 64, as reported by the US 

Census Bureau. 

2. Labor Force: Estimated by the Bureau of Labor Statistics (BLS) using data from the 

Current Population Survey (CPS), the Current Employment Statistics (CES) program, and 

the state unemployment insurance (UI) system, this measure comprises people who report 

themselves as either being employed or having actively sought work within the past month. 

3. Employment: Estimated by the Bureau of Labor Statistics (BLS) using data from the 

Current Population Survey (CPS), the Current Employment Statistics (CES) program, and 

the state unemployment insurance (UI) system, this measure is a subset of the previous 

Labor Force figure and comprises only people who report themselves as employed. 

4. Wages and Salary Employment: Comprehensive tabulation, from the BLS Quarterly 

Census of Employment and Wages (QCEW), of the workers covered by state 

Unemployment Insurance as reported by employers. This measure contains only wage and 

salary employment, and does not include self-employment. 

5. Total Employment: Produced by the Bureau of Economic Analysis (BEA) as a part of 

their Regional Economic Information System (REIS). This data set includes both wage and 

salary as well as self-employment data at the 1-digit NAICS level and is estimated using the 

QCEW, Census, IRS data. 

6. Number of Tax Returns Filed: Reported by the South Carolina Department of Revenue, 

this figure indicates the percentage of an areaõs population employed in the formal sector. 

In addition to examining the figures at a given point in time, this method will also explore 

changes in the measure over time. 
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4. Results 

4.1 Pee Dee Region Overview 

The results of this paper focus on a specific region of South Carolinañthe Pee Dee region 

which comprises the counties of Chesterfield, Darlington, Dillon, Florence, Marion, and Marlboro 

as shown in Figure 1. 

Figure 1: Map of South Carolina Pee Dee Region 

  

 

The Pee Dee region can be described as an economically depressed area. The six counties within 

the area all have high poverty and unemployment, and low income and property values as displayed 

in Table 2. Marion, Marlboro, and Dillon, in particular, are distressed areas, as Marlboro has the 

stateõs 4th lowest median household income; Dillon has the 4th lowest assessed property values; and 

Marion as the 3rd highest percentage of unemployment insurance claimants. Furthermore, all of the 

areas have suffered low or negative population growth between 2003 and 2006. (See Appendix, 

Table A1 for a complete listing of summary statistics for all South Carolina counties.)  
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Table 2: Pee Dee Region Economic Statistics 

  

Median 
Household 

Income 
  

3-Year 
Population 

Growth (% of 
Population) 

  

Assessed 
Property 
Value Per 

Capita 

  

Percent of 
Population 

Below Poverty 
Level 

  
Unemployment 

Claims (% of 
Population) 

County Income Rank   Percent Rank   Value Rank   Percent Rank   Percent Rank 

Chesterfield  $   31,527  13 
 

0.2% 15 
 

$2,203 9 
 

22.0% 14 
 

0.7% 22 

Darlington  $   33,739  20 
 

-0.2% 13 
 

$2,987 23 
 

21.2% 15 
 

0.7% 22 

Dillon  $   28,395  8 
 

0.0% 14 
 

$2,016 4 
 

24.7% 6 
 

1.0% 12 

Florence  $   37,251  30 
 

2.4% 28 
 

$3,498 31 
 

17.4% 23 
 

0.7% 22 

Marion  $   27,283  6 
 

-0.9% 7 
 

$2,143 7 
 

24.6% 7 
 

1.3% 3 

Marlboro  $   26,306  4 
 

3.0% 30 
 

$2,163 8 
 

24.4% 8 
 

1.1% 8 

South Carolina  $  39,477      4.4%     $3,851      15.6%     0.6%   

Sources: Median Household Income and Percent Below Poverty from 2005 U.S. Census Bureau Small Area Income and Poverty 
Estimates. 3-Year Population Growth from U.S. Census Bureau Population Estimates (July 1, 2003 to July 1, 2006).  Adjusted 
Assessed Property Value Per-Capita from S.C. Comptroller General (2005) and U.S. Census Bureau Population Estimates (July 1, 
2005). Unemployment Claims from S.C. Employment Security Commission (2006). 

A closer look at household income in Figure 2 further reveals the poor economic situation of 

the region. Between 2000 and 2005, real median household income declined in all counties. While 

this trend is felt throughout the United States, it is particularly magnified in South Carolina and the 

Pee Dee region. Median household income, reported in inflation-adjusted 2007 US dollars, declined 

6.6% statewide. Dillon, Florence, and Darlington experienced slightly less income decline, but 

Marlboro experienced the 3rd largest decline in the state of 13.8%. Marion and Chesterfield also 

witnessed above average declines. A complete listing of all counties is founding in Table A2. 

Figure 2: Growth of Real Median Household Income (in 2007 US dollars), 2000 ð 2005 

 

Source: U.S. Census Bureau Small Area Income and Poverty Estimates, 2000 ð 2005. Growth rates 

shown are for 2000-2005. Estimates shown are for 2005, reported in inflation adjusted 2007 US dollars. 
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Pee Dee counties all have higher unemployment rates than state average of 6.4% for 2006.  As 

shown in Figure 3, Marion and Marlboro had the first and third highest 2006 annualized 

unemployment rate in South Carolina at 12.2% and 11.1%. Most counties have experienced lower 

unemployment growth than seen statewide. Between 2000 and 2006, South Carolinaõs 

unemployment rate grew 77.8% from 3.6% in 2000 to 6.4% in 2006. Only Chesterfield and Florence 

grew at higher rates. Marion, in fact, had the lowest unemployment growth rate in the state. See 

Table A3 in the Appendix for unemployment rates for all counties in South Carolina. Additionally, 

all of the counties reached unemployment peaks in 2004 or 2005 and have declined since then. 

Figure 3: Unemployment, 2001 ð 2006  

 

Source: BLS Local Area Unemployment Statistics. 

During the same period, the region experienced larger than average growth in per capita gross 

retail sales. While South Carolina witnessed a statewide 20.5% increase in real per-capita retail sales 

(as seen in Figure 4), Marlboro, Dillon, and Marion counties all experienced even higher growth 

rates, with Marlboro Countyõs being the second highest in the state. (See Appendix Table A4 for a 

complete listing for all South Carolina counties.) Such high level of retail sales growth may be, in 

part, explained by the fact that these three counties serve as a òpass throughó for visitors on their 

way to vacation spots in the Grand Strand area of adjacent Horry County. Additionally, although the 

growth rates are particularly high, the absolute levels in real 2007 dollars are well below state average, 

with per-capita retail sales for Marion County only totaling $12,979 (11th lowest in the state). In 

contrast, Florenceõs per-capita retail sales were the 4th highest in the state at $33,024. 
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Figure 4: Growth of Gross Retail Sales Per-Capita, 2001 ð 2006 

  

Source: S.C. Department of Commerce calculation of South Carolina Department of Revenue 
data and US Census Estimates of Population., 2001 ð 2005. Figures reported in real 2007 U.S. 
dollars. 

In contrast to the dramatic growth in retail sales is the decline in the number of business units 

(sales-tax collecting entities) per-capita as shown in Figure 5. While the state averaged a 2.2% 

increase in per-capita business units, all six Pee Dee counties witnessed declines. Marlboro County 

experienced the second largest decrease in business units per-capita in the state.  Furthermore, all 

but Florence County had a lower than state average number of businesses per person in absolute 

terms. Appendix Table A5 provides a complete listing for all South Carolina counties.  

Figure 5: Growth of Business Units Per-Capita, 2001 ð 2006 

 

Source: S.C. Department of Commerce calculation of South Carolina Department of Revenue data 
and US Census Estimates of Population., 2001 - 2005 



 

2008-001 | Discussion Paper   Page | 11  

4.2 Availability of Labor 

In addition to stagnant overall population growth in Table 2, the rate of growth of population of 

working age (between 15 and 64 years old) has also dramatically lagged the remainder of the state 

(see Figure 6). Marlboro and Florence, who registered the largest percentage 7-year increase of 

working age population among the Pee Dee counties, were only the 21st and 23rd fastest growing 

counties in South Carolina. Only Marion County actually lost population. Table A6 of the Appendix 

contains the same information for all South Carolina counties.  

Figure 6: Growth of Working Age Population (Ages 15-64), 2000 ð 2006 

  

Source: U.S. Census Bureau Population Estimates, 2000 - 2006 

While the size of the working age population has increased, albeit modestly, in the Pee Dee 

region between 2000 and 2006, the size of the labor forceñpeople who self-describe themselves as 

being employed or seeking employment as reported by the BLSñhas declined in all counties except 

Florence and Marlboro. Relative to the working age population, the labor force in those counties 

grew at almost the exact same pace as shown in Table 3. Working age population growth outpaced 

labor force participation by 11.9% in Marion County, the greatest growth disparity in the state. 

Chesterfield ranked 8th in the state for this measure, while Dillon ranked 11th. Ratios for the entire 

state are listed in Table A7. Overall statewide labor force growth has been on par with the working 

age population growth of 8.5%. Thus, it has outpaced all counties within the Pee Dee region.  
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Table 3: Ratio of Labor Force Participants to Population of Working Age (15 to 64), 2000 ð 2006 

  Ratio (LAUS Labor Force / Census Population of Working Age) 

 
Year 

   
 

  County 2000 2001 2002 2003 2004 2005 2006 
 

Growth Rank     Average Rank 

Chesterfield 0.68 0.66 0.65 0.66 0.64 0.63 0.64 
 

-5.9% 8         0.65 11 

Darlington 0.71 0.69 0.69 0.70 0.69 0.69 0.70 
 

-1.4% 24         0.70 20 

Dillon 0.69 0.65 0.65 0.66 0.64 0.68 0.66 
 

-4.3% 11         0.66 14 

Florence 0.72 0.70 0.70 0.71 0.71 0.71 0.72 
 

0% 25         0.71 26 

Marion 0.67 0.63 0.61 0.62 0.62 0.60 0.59 
 

-11.9% 1         0.62 8 

Marlboro 0.64 0.64 0.63 0.67 0.66 0.68 0.64 
 

0% 25         0.65 11 

South Carolina 0.74 0.72 0.72 0.73 0.73 0.74 0.74   0%     0.73   

Source: S.C. Department of Commerce calculation of BLS Local Area Unemployment Statistics and US Census 
Estimates of Population 15 to 64 years old. 

It is important to remember that the labor force comprises all people employed or seeking 

employment, thus it includes the unemployed. Since the percentage of unemployed has grown in 

every county during the period, it means that the percentage of people actually employed in the 

labor force has fallen even more relative to the working age population.  

In addition to measuring the growth since 2000, Table 3 also indicates that for every year, every 

county in the Pee Dee region has a lower ratio of labor force participants to working age population 

than the statewide average, indicating a larger percentage of the population in this region do not 

participate in the formal labor force than is typical throughout the state. 

Such a gap in growth raises the question of where these new workers found jobs. To further 

probe this disparity, we can observe the number of people employed in jobs that pay wages and 

salaries relative to the supply of labor. Wage and salary employment, as reported in the QCEW, does 

not include the self-employed (which LAUS does). Thus, it provides an inventory of available jobs 

filled at legal, established employers. Table 4 reports the ratio of the QCEW wage and salary 

employment for all industries to the total population of working age individuals. Most notable is that 

all counties, except Florence, had a significantly lower ratio of wage employment to working age 

population than the state average of 0.65. Furthermore, all counties have experienced a decrease in 

the ratio over the 7-year period, meaning a declining percentage of the population is employed in 

traditional salaried positions. Marion County experienced the largest decline of any county in the 

state.  

 

 

 



 

2008-001 | Discussion Paper   Page | 13  

Table 4: Ratio of Wage and Salary Employment to Population of Working Age (15 to 64) 

  Ratio (QCEW Employment / Census Population of Working Age) 

 
Year 

   
 

  County 2000 2001 2002 2003 2004 2005 2006 
 

Growth Rank     Average Rank 

Chesterfield 0.57 0.53 0.52 0.50 0.48 0.47 0.48 
 

-15.8% 7         0.51 25 

Darlington 0.50 0.49 0.49 0.47 0.47 0.47 0.47 
 

-6.0% 28         0.48 23 

Dillon 0.49 0.46 0.46 0.46 0.45 0.48 0.47 
 

-4.1% 30         0.47 21 

Florence 0.75 0.75 0.75 0.73 0.72 0.68 0.69 
 

-8% 25         0.72 42 

Marion 0.52 0.47 0.45 0.44 0.44 0.41 0.40 
 

-23.1% 1         0.45 18 

Marlboro 0.41 0.42 0.41 0.41 0.41 0.43 0.41 
 

0% 36         0.41 15 

South Carolina 0.68 0.67 0.65 0.64 0.64 0.64 0.64   -6%     0.65   

Source: S.C. Department of Commerce calculation of BLS Quarterly Census of Employment and Wages and US Census Estimates 
of Population 15 to 64 years old. 

An important caveat regarding QCEW statistics is that they report the county in which the 

individual is employed, whereas both Census and LAUS labor force figures describe the county in 

which the individual resides. Thus more urban counties, which may draw a large number of workers 

from less-developed surrounding areas, are naturally more likely to have higher ratios of wage and 

salary employment to population than more rural areas with fewer employers. For instance, 

Richland, Charleston, and Greenville counties have the highest average ratios in the state (see Table 

A8 of the Appendix) Florence, which also serves as the most developed area of the Pee Dee as well 

as Santee-Lynches (including Kershaw, Lee, Sumter, and Clarendon counties) regions, has the 5th 

highest average ratio in the state. The fact that all of the counties within these two regions have 

experienced declines in these ratios indicates one of the following: either 1.) more workers are 

turning to self-employment or informal economic activity; or 2.) workers are travelling to other 

counties to find employment. The remaining neighboring counties (Lancaster, Horry, Williamsburg, 

and Georgetown) have also all experienced negative growth in the ratio (Williamsburgõs has 

remained the same); thus, these counties cannot be absorbing the excess wage and salary workers 

from the Pee Dee region. 

 

4.3 Informal Economy Estimates 

Because no specific measure of the informal economy exists, much evidence regarding its 

existence and size is indirect, inferred from discrepancies between the various measures of the labor 

market. This section will explore discrepancies that can be used to generate estimates of the 

magnitude of the informal economy. At the end, we will summarize the methods studied and 

develop an approximation of the Pee Dee region informal economy. 
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4.3.1 Self-Reported Employment Versus Employer-Reported Employment 

First, we will examine the difference in the employment reported by employers versus 

employment reported by the employed. Table 5 presents the ratio of QCEW employment (employer 

reported) to LAUS employment (employee-reported). A complete listing of all South Carolina 

county statistics is founding Table A9. On average statewide, employer-reported jobs account for 

95% of the employee-reported jobs. In the Pee Dee region, however, the averages are far less. With 

the exception of Florence, Pee Dee region period averages range between 0.71 and 0.85. Except for 

Dillon and Marlboro, these ratios have declined since 2000. 

Besides the possibility of a shadow economy, several possible explanations exist for the 

discrepancies shown. First, as described before, QCEW employment does not include the self-

employed, so workers in these areas may be more likely to be involved in proprietorship activities. 

Typically, self-employment facilitates informal economic activity. Second, QCEW figures are based 

on the county in which the employer is located while LAUS figures are based on the county in 

which the employee lives. Counties like Florence, which are more populous and developed, are 

typically net importers of workers from less developed, surrounding counties and, thus, have ratios 

in excess of 1. Neither Florence nor any of the other surrounding counties have ratios high enough 

to suggest that they are absorbing the excess workers. Finally, LAUS only counts an employed 

individual one time, regardless of the number of job activities in which s/he actually participated. 

QCEW counts the number of jobs, even if the same worker holds more than one. If multiple 

jobholders are factored in, however, the ratios would be even lower. According to BLS (CPS 

studies), multiple jobholders accounted for 5.2% of employed people in 2006. 

Table 5: Ratio of Employer-Reported QCEW Employment to Self-Reported LAUS Employment, 
2000 ð 2006 

  Ratio (QCEW Employment / LAUS Employment) 

 
Year 

   
 

  County 2000 2001 2002 2003 2004 2005 2006 
 

Growth Rank     Average Rank 

Chesterfield 0.88 0.87 0.87 0.85 0.84 0.83 0.83 
 

-5.7% 16         0.85 33 

Darlington 0.75 0.76 0.76 0.73 0.74 0.75 0.72 
 

-4.0% 24         0.74 22 

Dillon 0.77 0.79 0.78 0.76 0.78 0.77 0.78 
 

1.3% 38         0.78 25 

Florence 1.09 1.13 1.14 1.11 1.11 1.05 1.04 
 

-4.6% 21         1.10 42 

Marion 0.85 0.85 0.84 0.82 0.81 0.78 0.76 
 

-10.6% 4         0.82 28 

Marlboro 0.69 0.72 0.71 0.71 0.72 0.72 0.72 
 

4.3% 42         0.71 18 

South Carolina 0.96 0.97 0.96 0.95 0.94 0.94 0.93   -3.1%     0.95   

Source: S.C. Department of Commerce calculation of BLS Local Area Unemployment Statistics and Quarterly Census of 
Employment and Wages 

4.3.2 Wage and Salary Employment Versus Total Private Employment 

Informal economic activity is likely to be more highly correlated with those who are self-

employed, as it naturally allows for a lower degree of accountability as well as more flexibility than 
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positions that receive wages and salaries from an employer. Such a measure provides insight as to 

those working òon the books.ó Another source of total employment data is the Bureau of Economic 

Analysisõ Regional Economic Information System, which includes self-employment. Table 6 

provides the ratio of wage and salary employment reported by the QCEW to the total private non-

farm employment (including self-employment) reported by BEA (all county figures in Table A10). 

The BEA utilizes Census, IRS, and other data elements to statistically correct for underreporting and 

misreporting. 

The variations in ratios between South Carolina and Pee Dee counties are not as pronounced as 

they have been for other measures. Statewide, the average ratio was 0.95 as was Florenceõs ratio. 

Marlboro surprisingly had a ratio above 1. All counties except Dillon and Marlboro saw decreases in 

ratios since 2000, as did South Carolina. In all, this measure indicates that official self-employment is 

higher in four of the Pee Dee region than in the rest of the state. We can conclusively say it is also 

on the rise in these four counties faster than throughout the state. 

Table 6: Ratio of QCEW Employment to BEA REIS Employment, 2001 ð 2005 

  Ratio (QCEW Employment / BEA REIS Employment) 

 
Year 

   
 

  County 2001 2002 2003 2004 2005 
 

Growth Rank     Average Rank 

Chesterfield 0.93 0.92 0.91 0.90 0.89 
 

-4.3% 20         0.91 19 

Darlington 0.90 0.89 0.88 0.88 0.87 
 

-3.3% 25         0.88 15 

Dillon 0.91 0.89 0.91 0.88 0.92 
 

1.1% 45         0.90 18 

Florence 0.97 0.96 0.96 0.95 0.90 
 

-7.2% 7         0.95 29 

Marion 0.88 0.88 0.87 0.86 0.82 
 

-6.8% 12         0.86 10 

Marlboro 1.04 1.03 1.02 1.02 1.04 
 

0.0% 43         1.03 41 

South Carolina 0.96 0.96 0.95 0.94 0.93 
 

-3.1% 
  

0.95 
 

Source: S.C. Department of Commerce calculation of BLS Quarterly Census of Employment and Wages and BEA 
Regional Economic Information System. 

Another method of measuring self-employment again utilizes the BEA REIS data set. We 

develop a location quotient which compares the percentage of wage and salary employment to total 

employment that exists in each of the Pee Dee counties with the percentage of wage and salary 

employment in the rest of the state as well as the rest of the nation. If a county is under-represented 

in its share of wage and salary employment relative to the rest of the state, its location quotient will 

be less than one. Table 7 presents the results of such calculation and indicates that the Pee Dee 

region is on par with the rest of the state in regards to the share of employees not participating in 

self-employment. Only Marion County was significantly below state or national average, indicating a 

large sole-proprietorship share. The state, in general, had slightly more wage and salary employment 

than the nation. A complete listing for all counties is in Table A11. 
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Table 7: Wage and Salary Employment Location Quotients, 2001 ð 2005 

    BEA REIS Wage and Salary Employment Location Quotients 

  
Year 

   County   2001 2002 2003 2004 2005 
 

Average Rank 

Chesterfield 
State LQ 0.98 0.98 0.97 0.97 0.96 

 
0.97 20 

National LQ 1.01 1.01 1.00 1.00 0.99   1.00   

Darlington 
State LQ 0.99 0.99 0.99 0.98 0.98 

 
0.99 24 

National LQ 1.02 1.02 1.02 1.01 1.01 
 

1.02 
 

Dillon 
State LQ 1.00 1.00 1.00 1.00 1.00 

 
1.00 30 

National LQ 1.03 1.03 1.03 1.03 1.03   1.03   

Florence 
State LQ 1.02 1.02 1.02 1.02 1.01 

 
1.02 37 

National LQ 1.05 1.05 1.05 1.05 1.05   1.05   

Marion 
State LQ 0.90 0.89 0.88 0.87 0.85 

 
0.88 4 

National LQ 0.93 0.92 0.91 0.90 0.88   0.91   

Marlboro 
State LQ 1.03 1.04 1.04 1.04 1.04 

 
1.04 42 

National LQ 1.07 1.07 1.07 1.08 1.08 
 

1.07 
 South Carolina National LQ  1.03 1.03 1.03 1.03 1.03   1.03   

Source: S.C. Department of Commerce calculation of BEA Regional Economic Information System data. 

4.3.3 Income Tax Filers Versus Population 

According to IRS data, in 2004 132,226,042 returns were filed in the US. Another 15 million 

people did not file returns because they did not earn enough money to be required to do so, 

according to the Tax Foundation. In an analysis by this group, of these non-filers, 98.9% earned less 

than $30,000; 62.8% were over the age of 55; 62.6% were female; 55.5% were married filing jointly; 

and 95.3% worked part-time for less than 13 weeks of the year. While the Pee Dee counties are 

more likely to have a higher number of non-filers simply due to lower income and higher poverty, 

non-filers also serve as a good indicator of people not employed full time in the formal job market. 

Table 8 shows the percentage of the population who filed state income tax returns. A complete state 

listing is in Table A12. On average, 45% of South Carolina state residents filed returns between 2000 

and 2005. (In the US, 45.4% of the population filed returns in 2005.) This figure remained relatively 

stable throughout the period. All counties within the Pee Dee region had both lower levels as well as 

declining levels of tax filing. They were by no means the lowest in the state. Marion County, 

however, did experience the fourth most rapid decline in percent of population filing in the state. 

Again, the results of such a comparison must be reviewed in context. Not filing can be 

representative of low levels of income, prevalence of part-time work, and workers over 55. Given 

that much research has linked the former two of these factors with the presence of informality in the 

economy, they can still provide us with some insight into the factors present that indicate informal 

economic activity. 
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Table 8: Percent of Population Filing State Income Tax Returns, 2001 ð 2005 

  Year             

County 2000 2001 2002 2003 2004 2005 
 

Growth Rank 
 

Average Rank 

Chesterfield 38% 38% 39% 37% 38% 38%         -1.8% 32         38% 19 

Darlington 41% 40% 40% 39% 39% 39%         -3.8% 18         40% 28 

Dillon 40% 38% 38% 38% 38% 38%         -3.5% 23         38% 22 

Florence 43% 43% 43% 42% 42% 41%         -4.1% 17         42% 42 

Marion 41% 40% 39% 39% 38% 38%         -7.5% 4         39% 23 

Marlboro 39% 38% 39% 38% 37% 38%         -2.7% 28         38% 20 

South Carolina 45% 45% 44% 44% 44% 45%         -0.4%     45%   

Source: S.C. Department of Commerce calculation of South Carolina Department of Revenue data and US Census 
Estimates of Population. 

4.3.4 Industry Concentration 

Certain industries are more likely than others to be accommodating to informal economic 

activity. It is easier to perform, for instance, handyman services off the books than industrial 

machinery manufacturing. Using QCEW and BEA REIS employment data, we can compare the 

percentage of workers employed in each industry. Recalling that QCEW data does not include self-

employment and BEA REIS does, comparing the shares of total employment derived from each 

data set will provide an indication of which industries are most highly concentrated in self-employed 

workers. Figures 7 through 13 provide a comparison of these two sets of data by county. According 

to Figure 7, South Carolina, as a whole, has large discrepancies in QCEW wage and salary 

employment versus BEA REIS total (including self) employment in six major industry groups. 

¶ Other Services (including repair, maintenance, and personal care services) 

¶ Arts and Entertainment (including spectator sports, performing arts, amusement, and 
recreation companies) 

¶ Educational Services (including teaching, tutoring, and educational support services) 

¶ Professional and Technical Services (including legal, accounting, architectural, 
engineering, and consulting services) 

¶ Real Estate and Rental Leasing 

¶ Construction 

The largest variations occur in the Other Services and Real Estate and Rental industry groups. 
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Figure 7: Share of Employment by Industry, South Carolina 2005  

 

Source: S.C. Department of Commerce calculation of BLS Quarterly Census of Employment and Wages and BEA 
Regional Economic Information System. 

The Pee Dee region generally had much larger differences in the share of QCEW employment 

versus the share of BEA REIS employment for most industries, particularly Other Services and 

Construction. Many of the Pee Dee counties do not have enough representation of some industry 

groups (namely, Educational Services, Professional and Technical Services, and Health Care and 

Social Services) to even be able to calculate employment shares. Chesterfield County exhibits 

similarities to South Carolina as a whole in its concentration of self-employment in the Other 

Services and Real Estate and Rental. In addition, Chesterfield had a much larger disparity in 

Construction, Other Services, Real Estate and Rental, and Administrative and Waste Management 

Services (including office administrative, employment, business support, waste collection, and 

disposal services). It also had some difference in Retail Trade. 

Figure 8: Share of Employment by Industry, Chesterfield County 2005  

 

Source: S.C. Department of Commerce calculation of BLS Quarterly Census of Employment and Wages and BEA 
Regional Economic Information System. 


