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ABSTRACT

The paper traces rhe legislative history and
philosophical assumptions of the Rural Development Act of 1972, one
of the most important pieces of rural development legislation to be
enacted. This papér examines Title I of the Act, which transformed
and amended the Cunsolidated Parmers Home Administration Act of 1961
to encompass more rural development programs, and added major new
loans and grants for rural industrialization. An overview of rural
industrialization research examines the economic, community, and
agricultural effects of this development, consistently indicating
that industrializasbon does produce more jobs in the nonagricultural
sector of the economy. Sevéral studies also report, .though, that only
a small number of the jobs are filled by unemployed local persons;
nost are taken by people from outside the area. Rural _
industrialization guarantees very little in terms of overall
community impxovement, and, because of the quantity of small towns
(there are about 300 in Missouri alone), answers for most comaunities
must come from other sources, More than anything else, the need in
rural development acts is for a faT more critical analysis of the
legislation before it is passed. (KM)
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THE RURAL DEVELOPMENT ACT OF 1972:

o A CRITICAL ANALYSIS® - | .

‘>
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' INTRODUCTION . . .

The decade of'tho seventies thus far has witﬁelitd a considerable

4

amount of legislative attention dixeéiod at rural areas. Under the

general hoadiﬁg of rural development no fewer than 48 bills were intro-

i . duced in the figat.sensicn of the 92nd Congress in the House of
Representatives and 22 bills were introduced in the United States Senate
(Robbins, 1971). Obviously, few of these hecame;law but the sheer nume o

. perg give some indication as to the golitical importance of the issues
. 1nvolved; | ‘ | ; . |
’ The purpose of this paﬁer is to focus on a portion of one of the
most important pleces of rural development legislation, The Rural Develop- .
men: Act of l§72, (RDA=~72), in terms of t;acing its legislative historf
and its- philosophical assumptions with particular regaid ﬁo the provisions
on rural industrialization. Th;s hopefully wiil allow scme determination

h Y

as to how the assumptions’ of the Act correlate with the research that has

1
been done on industrialization.

THE RURAL DEVELOPMENT ACT OF 1972

L 4

Although it's a difficult, if not impossible, task to know where the

roots of any piece of 1egislétion begin, at least a portion of the impetus .

1The authors gratefully acknowledge the assistance of Ms. Jean McCartnay
in locating and summarizing many of the studies cited in this paper.
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for the RDA-72 can be found in the Agricultural Act of 1970, Title 9,
Section 901 (A) of that Act stated: "The Congress commits itself to a
sound balance between rural and urban America. The Congress considers
thig balance ao‘enéential to the peace, pgoibe:iﬁy. and.weltare of all
our citizans that the highest priority must be given to the revitaliza-
tion and development of rural areas." Partly as a means of 1mp1ementinq
that policy the Senate Committea on Agriculture and Forestxy established
a standing subcommittee on rural development, which was initially chaired
by Senator Hubert H. Humphrey. |

One of the first bills considered by thiﬁ‘committee was a White House
bill which sought to establish a revenue sharing program for rural cevel-
opment (S-1Gl). Although this particular bill was never enactéd. it did

prompt the Senate Rural Development Subcommittee to hold a series of

. hearings on it and other related rural development issues during 1971.

The actual RDA-72 originated for the most parxt in the House of ilepresen-
tatives (HR-2731) but in the course of Senate consideration it was
substantially amended and emerged as S$-342. A conference committee
eventually had to iron out the differences; the result of which became
the RDA-72, Public Law 92-419, signed by President Nixon on August 30,
1972. .

The Act encompasses six titles which cover a variety of programs w
making this eithei the must sweeping ruiral devéloéhent bill ever or the
most cumbersome, depending on your point of view. Title I transformed
and amended the Consolidated Farmers Home Administration Act of 1961 to
encompass moze-tuxal development programs. It also added major new loans

and grants for rural industrialization. Titles II and III expand the
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allowable projeota under several relouroe conservation laws to allew de-
velopment of more water supplies for iuxal community and industrial ue-
velopment. Title IV establishes a pzogrem to improve rural fire ptotec—
tion. Title V provides funds £for research and Ex£ension efforts in |
rural development in the Land-Grant uniQersitigs. Title VIiil'h éatchall
- section which includes a number of miscellanecous items which have no
particular.importance for this paper. The principle fécus in fﬁis paper
will be on Title I which in future yeaxa 'will have the most effect on
rural 1ndustrialization programs.

Briefly, Title I of the RDA-72 has a number of provisions designed
to encourage rural industry and business. First, residents of rural areas
will be eli§ib1e to obtain real estate loans to acquire or establish small
business'enterprises in rural areas (ée;tion 102). . Second, the assets
. that provided for securit; for these loans may be.appraiéedﬂat existing
market va;ue instead of using a lagged moving average as required by
previéus law (Section 103). Third, the Act establishes a new loan
gparantee and insurance fund for rural development loans (Section 116).
Fourth, Section 118 provides that public, private, or corporate organi-
zations (either profit or non-profit) and individuals may obtain loans to.
improve the esonomic and environmental climate in rurql.communitiéé.
Fifty million dollars is authorized for grant funds for pollﬁtion control
and abatement in rural areas and another fifty-miilién is authorized for °
g;ants_tp build and equip rural industrial parks and similar facilities.
In addition to these direct sfeps the Act also makes available funds to
establish the necessary community orerequisities for industrial develop-

ment. For example, Section 104 expands the scope of existing law and
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Allows loans not only for water pnd'wasto disposal systems but for.all
other essential community.services as well. N
If there gimainn any doubts aSout the commitment of the chérola to
rural indultriali;;tion. the text of remayks made by Senators during the
course of committee héarings i;avea little room for alternate interpreta-
tion, 'For ex&mple, Senatox cérl Curtis (Nebraska) stated during Senate
hearings that as far as he was concernad, "Rural development means
primarily more job opportunities. It means more industry in our'ﬁmaii
 towns and cities in our agricultural states. This will reverse the
migration frém country to city...We need more industr£&1 development in
addition to better prices for agricultural products” (United States
Sena;;, p. 25). In the saﬁe vein, Senator Henry Bellman (Oklahoma)
gtated that "A national rural develqpment program must encourage indus-
. tries to locate their plants in rural areas" (United States Sen;te. pP. 52).
_Civen this rather obvious legislative commitment to rural indus-
1A ;rialization as a worthwhile goalﬂ whét we now propose ;o do is review
tyural industrialization research studies in an attempt to determine if'

tlL.are iaiany rnason to believe that the location of industry in small

communities will in fact result in the "development" of that community.

It shnuld be made clear that our review by no means is me;nt to imply
that we have lnéated all telévant studies and in that sense, we cannot
make any claim as to haviﬁg exhausted the pool of research. Further, the
studies cited are only examples of the type of research findlnqs available
and in that sense don't even exhaust all the research reports we were able

to locate. It should be stressed that in no case was any study deliber-

ately excluded frowm our review.




RURAL INDUS?RIALIEATION'RESEARCH& AN OVERVIEW

At the outset, one of the most striking features of the ieaearch in
the area of rural industrialization is its noticeable lack of quality and
quantity. When research :oport? were located, they wege-generally of the
"in-house" variety or some other form of publication not generally read
by peoéle doing reéeaxch.in.the field. 1In addition, not only we{::studies
-difficult to find but very few even mildly s;phisticated methodoloéical
Vtechniques were used which make any conclusions necessarily tentative.
For example, only'a few studies uﬁilized a control area (or community®
which is extreme&y helpful in making an accurate assessment §£ the true
effacts of a ney.plant in a rufaiJarea. Nonetheleqsk_therg';re some ﬁote-
worthy findings which have relevance for the RDA-72.' Our review will be

presented in three sub-parts, each of which contains a mixture of positive

and negative results.

Economic Effects

The-one consistent finding of all rural industrialization studies
and probably the one that nearly anyone eould expect is that rural indus-
txialization does produce more jobs in the non-agricultural sector of the
economy. There can be no argument about this. There are however certain
other find%ngs which are not nearly as ptedictable;

From our review, we feel that probably the single most important.
question"to zalse is not how many jobs ate.cxeated, but who in fact gets
the jobs. For examplé, it is noteworthy that several studies report that
only a small number of the jcbs are filled by unemployed persons. More

often the new jobs are filled by people who weren't previously in the

/



.lator force (e.g.: femalos), other cemployed persons, and underemployed ‘'«

.

workers (?eterlen and Wright, 1967) ox by people who‘topmute from distant
areas, change resiﬂences to be near the job or who are return migrants
(Somers, 1958; Summers and Beck, 1972 5cott, 1973), For example, one
study reported that half of the new manufacturing jobs in the study area
were held by people outside the study area (Andrews and Bauder, 1967). In
the same vein another study concluded that bringing a new induatry to a
community may defeat the reason for local industrialization by providing
jobs tor workers from the outside instead of local community (kield and
Copp, 1967).‘ Finally, a stuéy by Miernyk (1969) concluded that "merket
induced" plants had only ehnegligable effect on existing community un-

employment and fu.ther during the initial phase of a new plant's

acquisition of personnel the jobs to be filled usually require skills not

L4

 generally found in rural areas and are hence taken by "outsiders.'

A second rationale given for locating a new industry in a rural area
is the pote;tial "multiplier" effect that every industriel job created
will have on jobs.in the so called service or commercial sector. While
some studies have, shown a relationship between these two, at best-it can
be deacribed as a weak relationahip. ‘Casada (1954) noted that when basic
employment‘inereased, employment also increased in the non-basic indus-
tries and in fact when basic employment declined, the non-basic induetiies
continued to show moderate increases; Unforttnately, this is not univer:
sally true. A study by Wadsworth a.d Conrad (1966) showed that in spite.
of the fact that there were 100 manufecturing jobs created in a comnunity,
theie was a net gain of onlﬁ two jobs in the service sector. A small

multiplier at best. Another study found that in spite of the fact that

e <«
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85 additional jobs we:e‘oreated in the study area, unemﬁloymtnt aotoally
inorealod during the period the study was conducted. The author concluded
that one reason for uliis was a high level of disguised unemployment in the
comnunity prior to the opening of the plant. For example, women began
showing up on the unemployment rolls for the first time after theizl
initial employment in the townia shirt manuéacturinq plant. Also, men
who were inteimittently emplyed during the period of the study who had
wives employed at the plant joined the unemployment rolls father then "
looking fox anothez job outside the oommunity (Joxdon, 1967). Andrews
and Bauder (1967) 4id observe an increase in employment in the service
segtor; in another study by the USDA it was found that of every 1,177
manufacturing jobs created there were only 98 new. service jobs which
4 emexged as a direct result of the increase in manofacturing. A positive
relationship to be sure but not nearly as large as might have been expected..
Finaliy, another study ironically noted that although mdoufacturing employ=-
ment increased and incon : increased in terms of total wages paid. business
activity remained about the same during the time period 'analyzed
(Braschlexr, 1967). The author attrikuted this to improved transportation
which facilitated shopping outside the county. On the-positive side. at
least three studies reported an overall fhcrease in the "level of living"

of employees' families (Bertrand and Osborne, 1960; Andrews and Bauder,

1§67; Jordon, 1967).

Community Effects

This category is a xather mixed bag in terms. of topics. Fixeé. we

examined the effect of industrialization on population. Unfortunately,

it is not clear wha% c¢his relationship is. One study reported a constant




|
-9

relationahigﬁg;ﬁwp;n.omploymént in a oyn'a basic industry and the total
popudation of the comnunity (Canuda} 1964) . Auother study :opoétl that

in spite of the openihg 9! a new %ndultrial plant the population oﬁ the
comﬁunity continued to decline although_it.was at a much slower rate than
pre:ioualy. Also in the samq community thore was a slower rate of out
migration of §ohnq people (Andrews and Bauder, 1967). At the opposite end
of the continuum, a sggdf by Wadswoith and Conrad. (1966) reported a total
population increase of only three dq;ing the study period and Enoch and
Mangum £1962) observed that there Qaa no close relationship between popu-
lation growﬁh and industrial employment. A

There did seem to be some positive effects on commnpity services.

For example, Bertrand (1960) noted that schools and churches in the
community had apparently imp:oved somewhat, and Braschler (1967) noted
' an increase in ass. ssed evalﬁétion of prépextx in the community he
examined. In the same ;ein, Jordon (1967) noted that a hetter Qﬁtqr
systen and improved medical services wete an apparent spin off of a new
industry in the community he studied.

All is not uniformily positive for the community however. A réthe;
e#haustive study by the USDA (1970) found that new plants may well cost
the community more than they return in fax revenue by a considerable
~'amount, and the fiscal impsct of new plants is not uniform across govern-
mental units. Local governing bodies may have to assume a much higher
propurtion of the cost and receive a much lower proportion of the benefits
than other governmental organizations such as counties or utates.

Other likely éommunity conseéuences which could be either negative

or positive depending on your perspective include an increase in both

t
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labor costs and land prices both dua to increiied'compotition (Pescatora,

| 1971). Rlloﬂvgfncw plant may 1ntroduce a change in the local power
structure with more Of the contxol ahifting to new, {influential) arrivals
‘(Stone and Form, 1953; Bertrand and Osborne, 1959: Schermerhorn, 1969;

Bandini; 1971). Ql\

-
-— .. : '
.

.iﬁ terms of the attitudes.of community residents apparently little
#
systematic chgnge can be'expécted with the possible exception of an in- -
creased favorébleness to non-farm employment Kligman, 1969). One ..
.community subg;oup.that'is particularly subject to éhange is comﬁunity
€lites who can be e*pecte& to undeQQo a considerable éhggt in opinion if .
they are displaééd “in the community power structure (Smi;;, Hogg and

Reagan, 1971).

Agricultural Effects’

Seve;al studies noted that tﬁe increase in jobs in the manufacturing
. sector has led to making part-time farming a more viéble occupation

(Miernyk, 1969; Wilbur and Maltland, 1968; Andrews and Bauder, 1967).
Nearly all studies which reported an qgricultufal impact noted that there
was a decrease in the number of farm operations but whether this can be
attributed directly to new plants_in liéht of the prevailing national trend -
toward farm consolidation is d&fficult to say. It was interesting to no;e
that twec studies reported that for employée-farmers, there was very little
change in their farming Operations but the changes that did occur were
in the diQection of substituting capital for labér (Scott, 1973 Bertrand;
1960). Also another study noted that during the study period there was

an increasing capacity of farmers to incur debt, as well as an increase

°
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in livestock investment (Jordﬁn,,kSS?). Braschler (1967) noted that the
‘numbar of farms declined but the number classified al»commnicial 1ncre;sed

during his period of study. o a |

Alsc relevant here is an observation by Clawson (1971) that the
- agricultural stxuotﬂre of a region hasa major bearing on the impact of a -
‘ | new plant. He observes that when a plant located in ah area characteiiz;d

-

by small. (but economically viable)'fazm operationh. there has remained
a substantigl'popﬁlation-in the open eoﬁntr§ Qnd small towns, much of iil
dependent on employment in the new plant. This is‘gontraated with the

" inpact of industry in areas typified by larée f&rms whe;e towés are

. seperated by .some distance in which-case the new-plaﬁt-will be forced to
zﬁgruitjits labor force from outside the goﬁhunity'affected. In theflong
run this will have a @uch gréater e;fect on the human geography of the
¥ura1 areé conéérned.’ Interestingly, while a new plant may rehuce'tpe,

number of full time farm workers, it may gctually increase the availability

¢ of part time agricultural workers (Scott and Chen, 1973).

CONCLUS IONS .
Even. a casual examination of the afstementioned findings would lead
one to c;nclude that rural industrialization éﬁatantées very little in
terms of overall cormunity improvement. Lest anyone think that rural
industrialization remains a rather trivial matter, it is inteiesting to
observe that during the seven year period, 1962-1969; of all the jobs .
created through new plants and expan;ion of.existing plants, 20 percent

of the national total were in rural or paitly rural communities -and over

one-third more in areas defined as non-metropglitan (Haren, 1970). Thus,

L]
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‘.tural induat:ialization is no longer a myth hut is in fact a reality.
The éu;stion is: Is it §1wayo going to produce the anticipated results?
‘ Fzom our.oblb:vationu 1t is clear that :ugal.indultrtalizaclon does
" in fact pfoduce jobs 'in the non=agricultural sector but it is .also clear
that thpne.joba.will pcobably go to people other than those residing in
the local community. This may be tru; for a variety of reasons. For
example, local residents may not'nossesa the necessary skills or capa-
bilities which would make them destrable candidates for the new induatry.
In any event, rural communities may be sev;;ely deceived if they believe
that new industries will necessarily produce a marked decrease in local
unemplcyment or underemployment. This observation is consistent with
that of Molotch (1973) who in an analysis of the fastest growing SMSA's
in the Unitéﬁ States noted that in spite of the ‘fact that theiy gopulition
increased markedly during the time period studied, indicating substantial
growth in numerous.sectdrs of the economy, their unemployment rate in nast
cases stayed near the national average. This would seem to indicate that
population growth is not a.solution to the problem of local unemployment
and that local gzcwth‘does not make jobs but rather redistributes jobs.
In addition the temporary creation of jobs during the construction phas:
may prompt unrealistic community expectations for future grewth (Smith,
Hogg, and Reagan; i971).

On the practical side 1£ is worth mentioning an observaticn by
Braschler (1967) that even if industrialization were uniformly ;good"
only a very few small towns will find answers to their development prob-

lams by embarking upon a crash effort to secure industry. For example,

within Missouri alone there are 211 towns with populations between 500

t
[ ] (S



) , i 12
and'2500 people and 56 towns with populations between 2300 and 5000 people.
There are simply not enough factories saeeking sites to permit industri-
alization of 267 towns. So in Ipit; of a coumuniﬁy'l best intentions and
even if one anticipated all the best poabiblé consequehoe-, the answer
for most communities 1a'go£ng to have to lie in solutions other than seek-

. ing new sources of 1nd§§triq1 employment. |

Hopefully, by now it is clear that tﬁe building blocks of Title I of
the RDA472 are weak at best. Its assunmpticns asout the positive effect
of rural industrialization for community development are highly specula-
tive. Many comnvnities are.not going ti. €11@ total or even pqr?T;L
' golutions to their pr;;Xems tﬁrough rural industrialization as is at'leaét '
implied in the Rﬁh~72. Moreover, tae tremendous emphasis given to indus-
trialization in the Act, as opposed to other more innovative development
schemes, in light of the mi nature of the existing research gives one
great cause for doubt as e cvonscientiousness of those who drafted.the
legislation; In the testimony that was received there Qas at no time any
hint of criticism directed at the ideology that industrialization is
uniformly good. | |

It is;obvious then that what perhaps is nceded more than anything
else in drafting législation such as this, wh;ch promises so much and yet
potentially can deliver so little, is a far more critical anulysis of the
effects of the legisiation before it is passed. . At the same time
sociologists, economists, and otﬁers doing research in the area pf rural
indus;rialization have to share at least a portion of the responsibility
for not making some of thelr potentially negative results known to the

committees working on the bills. Some of these results were published
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15 to 20 years pgior tc the passage of The Rural Development Act and

many ware dong in the five to ten year periodlprior.to 1972. By publish=
ing the results in a form which few peopi; read .and in a style which - |
wmakes them difficult to understand if they are found, social soienéiats
have almost uniformly taken themselves out of the poliqy-makiﬁé'game.
Thus, it is difficult to even 1m5§;;e them being able to say "I told you
so0" when the Act does not live up ko ita grﬁndiose promises. Hepefully,
the next version of rural devélopment iegislation will see mﬁch more
systematic input on the part of soci;l scientists\sglnq rasearch in the

field and the legislation will be structured to maximize the findings of

that resesxch,, whatever they may be.
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