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Preface

This publication presents the results of more than two y-ars of study and consensus
building regarding rural policy. It reflects the input of nearly 700 rural leaders from 50
states, 28 national organizations and agencies, and faculty from 20 land-grant universities.
This input was received through four regional rural 13velopment policy workshops held in
the fall of 1988.

The consensus-building process was funded by three government agencies (the U.S.
Department of Agriculture, the Department of Labor, and the Economic Development
Administration) and two private foundations (the Farm Foundation and the Aspen

Leadership for the project was provided by Extension Service faculty at Texas
Ac>. M L iiversity.

of the five sponsors and the 23 cooperating organizations and agencies was
represented on the project's national steering committee (Appendix C) and by member
representatives on four regional workshop planning committees (Appendix D).

The regional workshops were held in Minneapolis, Syracuse, Birmingham, and Reno
during Septembei and October, 1988. The workshops were consistently complimented for
bringing together a wider than normal cross-seeion of rural leaders including county
officials, school teachers, rural health care specialists. local and regional development
organizations, Extension Service staff, and state officials.

The basic format for the workshop included a summarization of national and regional
papers authored by largely land-grant university faculty. The papers emphasized rural
development policy options and consequences. Private-sector respondents who are
practking experts in the development areas highlighted at the workshops served as reacto. s
to the papers. Their presentations were followed by roundtable discussions involving all
workshop participants.

The task of the roundtable discussants was to arrive at a consensus on priority issues
confronting rural America and on federal government policy options in the areas of income
and employment, rural education, rural health, poverty, natural resources, and rural public
services. The results of the roundtable consensus-building process were captured in written
reports by discussion leaders from each table. This report is based on the roundtable
results, the regional and national papers, and a preconference survey of registered
participants.

Each workshop was conducted utilizing the same national policy papers and consensus
format. Two regional papers were developed for each of the four regional workshops on
the major issues of the region and the single most important problem of the region as
determined by the regional planning committee.

This summary captures the main conclusions of the four regional workshops and
attempts to provide a consensus statement regarding federal policy issues that touch the
lives of every rt'ral resident.
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Focus on the Future: Designing a
Comprehensive Rural Development Policy

While in most urban areas, the 1980s were years of c^onomic recovery and prosperity,
this has not been the case in rural America. The rural economic crisis was fed by
depressed conditions in export-dependent industries such as agriculture, forestry and
mining. Yet, even when these industries began to recover in the mid-1980s, the rural-urban
gap widened. This was due, in part, to the fact that rural problems run much deeper than
agriculture and extend to inadequate infrastructure, poor schools, lack of access to quality
medical services, and lack of leadership to solve the problems that exist. While rural
America may have once been dependent on agriculture, only 23 percent of the 3,106
counties in this country can now be described
as agriculture-dependent, but more than three-
fourths of the nation's counties are
nonmetropolitan in character. For the first For the first time in U.S. history, rural and
time in U.S. history, rural and agriculture are agriculture are no longer synonymous.
no longer synonymous.

This economic adversity has developed
in an environment where the locus of local
business is shifting. Internalization of markets,
franchising of businesses and deregulation of
the banking system, transportation and other institutions have reduced local control of
decisions affecting rural communities. At tilt, same time, federal policies and mandates
have transferred responsibility for local services to communities and states without the
attendant resources. While the burden of these changes in policy has fallen on all local and
state governmental units, the effects on rural governments have been compounded by
extreme economic adversities. The requirements for rural leadership and innovation are
not being met by the current combination of government policies and programs. A change
in federal rural development policy is required.

Situation in Rural America

Rural America was defined, for the purposes of this project, as all areas having less
than 50,000 inhabitants located outside metropolitan statistical areas (MSA). In other
words, rural America is nonmetropolitan America. So defined, rural America contains
about 25 percent of the U.S. population and 90 percent of its natural resources.

Rural economic conditions have worsened significantly in the 1980s. An excellent
Economic Research Service USDA Senate report titled Rural Economic Development
in the 1980s, documented the magnitude of the rural problem as indicated by the following
selected comparisons of rural and urban areas in the late 1980s:

Rural unemployment rates are about 31 percent higher.
Rural per capita income averages 25 percent lower.
Rural poverty is one-third higher.
Rural school dropout rates are higher.
The rural population has a higher proportion of older inhabitants requiring higher
expenditures per capita on health care.
The rural population has a higher proportion of younger inhabitants requiring
higher expenditures on education.
A slower cyclical economic recovery in rural areas as compared to urban areas has
resulted in a widening economic and social rural-urban gap.

While these rural-urban comparisons are legitimate on a national basis, there are
substantial differences in the economic and social well-being of rural residents both
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regionally and within regions. The issues of public lands management and sparse
population dominate the rural West, for example, while the rural Northeast attempts to
control growth. Even in the rural West, there are areas where controlling growth is a
major concern. Concern was consistently expressed at the workshops that federal policies
are not sufficiently flexible to deal with diversity both within and across regions.

Contrary to conventional wisdom, this project concludes that there is reason to believe
that it costs as much or more on a per capita basis to deliver the same quality of public
services in rural America as in urban America. This belief is based upon the extra distance
involved in rural service delivery and perceived economies of size associated with providing
public services in more populous urban areas. It was not the purpose of this project to
measure the magnitude of these cost differences. However, if such differences in costs
exist, current programs such as Medicare, which provides lower payments to rural hospitals
and doctors, discriminate against rural America. Likewise, state or federal programs that
provide equal aid to rural schools or for rural job training programs may be inequitable
since rural schools experience higher per capita operating costs for quality education.
Under such policies, government programs may be widening the rural-urban gap.

In the past, such differences in the quality of rural services may have been viewed as
one of the costs of living in rural areas. What may not have been realized is that an
inevitable consequence of accepting lower quality rural services is a widening gap of
economic and social opportunity in rural America. Rural residents are now living with
that consequence.

Status of Federal Rural Development Policy

A clear conclusion of the workshops was that current rural development policy is not
adequate, is not tuned to rural needs, and is not comprehensive. Some argued that we
have no rural development policy at all.

Limited Scope of Rural Development Policy

The current rural development policy is limited in scope to two series of sectorial
programs and a series of national programs with rural dimensions that are not adequately
tailored to meet rural needs.

Sectorial Programs. The sectorial programs are housed in the U.S. Department of
Agriculture and in the Department of Interior.
The USDA administers a host of rural
programs, the largest of which are the
domestic farm or commodity programs. While
farm programs are designed to bolster farm
income and prevent do line in farm numbers
and agribusiness activity, they are not rural
development programs. Many rural areas
depend on industries other than agriculture.
Despite record spending on farm programs in
the 1980s, the rural economy declined.

As the designated lead agency in rural
development, USDA administers extensive
rural lending programs through the Farmers Home Administration (FmHA) and the Rural
Electric Administration (REA). While USDA lending programs hold substantial potential
for dealing with rural business development and infrastructure issues, the policy emphasis
ir. recent years has been to reduce the scope of business development and infrastructure
activities. To emphasize the point, USDA's Office of Rural Development Policy was
eliminated as an agency in 1985, thus reducing USDA's role in technical assistance.
Likewise, the potential contribution of the Ext nsion Service in technical assistance, while
substantial, has never been fully realized due to a lack of funding support. One of the
bright spots in USDA involves its ERS research components which produced the Senate

While farm programs are designed to
bolster farm income and prevent decline in
farm numbers and agribusiness activity,
they are not rural development programs.
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report on the economic status of rural areas titled Rural Economic Development in the
1980s. This report, in combination with the talent reflected theicin, holds the potential
for providing substantial guidance in USDA's current rural development lead agency rc le.
USDA's Forest Service, likewise, has a major regional impact on the development of rural
communities located in proximity to the nation's forests. Related to activities of the Forest
Service, concerns were expressed in the workshops regarding the need to balance
environmental concerns with area needs for expanded employment opportunities.

The workshop participants expressed reservations regarding USDA's ability to
effectively lead and administer rural development programs. This opinion appeared to be
held because of USDA's commitment to farm programs and the wide array of programs
that impact rural areas but are acLainistered by other federal agencies. Proposals for a new
central cabinet level rural development agency surfaced but failed to receive widespread
support. Likewise, there was a lack of ikterest group willingness or understanding
regarding why they should have to work with the agriculture committees in pursuing their
rural development goals. The participants had not thought about the USDA being the only
agency having a largely rural constituency.

The Department of Interior administers sectorial programs having a major impact on
rural development through its public land management, parks and wildlife and Indian
affairs programs. As in the case of USDA's Forest Service, workshop participants
expressed the need to adequately consider rural development impacts in its land
management, parks and wildlife decisions. The needs of Indian programs reflect concerns
about access to and emphasis on social infrastructure--that is, building the capacity of
people to realize their economic potential.

National Programs. Many national programs directly impact rural development.
Examples include programs administered by the Department of Health and Human
Services, the Department of Housing and Urban Development, the Department of Labor,
the Economic Development Administration, the Small Business Administration and the
Department of Education.

In addition to the lack of caufficient financial support, the main problem pointed out
in the workshops was that national programs are seldom tuned to the specific needs of
rural areas. Since the largest share of the resources appropriated to national programs is
used in urban areas, initial program design logically tends to be tailored to urban needs.
In the apparent interest of program uniformity, the same provisions, rules and regulations
generally are applied to rural areas. However, rural nc-:-;xis are generally quite different - -if
for no other reason than because of sparse population and distance. The workshops and
IL:laced papers revealed unique problems with regard to rural health, job training, small
business and poverty programs. The problem identified in rural health was the disparity
in medicare and medicaid payments between rural and urban hospitals. In job training,
the uuique needs of farmers often are not considered. Small business programs tend to
be oriented toward larger urban businesses. Poverty programs often fail to consider the
reluctance of people to participate and the problems posed by the distance that recipients
must travel to receive benefits.

Policy Omissions The choice is to pay now to improve rural
Two major current rural concerns, rural education systems, or pay much more in the

health and rural education, are either not future on social welfare programs.
addressed by current policy or are
discriminated against. In addition to rural
hospitals and rural doctors being discriminated
against on Medicare and Medicaid payments,
there is no federal program to restructure and
modernize the rural health delivery system. The increased incidence of rural hospital
closures has created a health care crisis in rural America.

Regionally, the same crisis exists in rural education. Throughout much of the rural
South, expenditures on rural education are far below average despite state governments
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providing an above average share of school appropriations. In such instances, if the
problems of rural education (and inner city education) are to be solved, there may be no
alternative to targeted federal aid. Nontraditional approaches may be required. The
long-run policy alternative to improved education involves even higher levels of
expenditures on job training, adult illiteracy, and social (welf ?re) programs. The choice is
to pay now to improve rural education systems, or pay much more in the future on social
welfare programs.

Narrow Definition of Rural Development

From a current federal policy perspective, rural development means physical
infrastructure and job creation. The only human dimensions included in rural development
are assistance in job training and planning. These elements are important but are not
sufficient.

Limiting rural development to physical
infrastructure and job creation is an unduly
narrow definition of rural development. It is
4 definition that will not solve rural problems.
This criticism of current federal policy is not
designed to suggest too much money is being
spent on infrastructure and job creation. It
means that there is need for a balance
between building the capacity of people to
deal with their problems, physical infra-
structure and job creation. Such a balance
does not currently exist.

The definition of rural development and rural development policy needs to be
broadened to encompass programs that build the capacity of rural residents to cope with
change. This requires increased emphasis on education, health care, and programs
designed to foster leadership.

There is need for a balance between
building the capacity of people to deal with
their problems, physical infrastructure and
job creation.

Fragmentation of Interest Groups

The narrow definition of rural development policy fosters counterproductive
fragmentation among interest groups. Physical infrastructure and job creation advocates
fear that a broadened definition of rural development to include rural health, education
and leadership would mean less support for their programs. Such a perspective is
exacerbated by deficit reduction and related program decisions during the 1980s.

The issue is one of a choice on the part of traditional rural development groups to (1)
circle their wagons and protect their existing programs or (2) broaden the concept of rural
policy to solve problems from a long-run perspective. For the Congress, the issue is one
of establishing priorities. The workshop results generally supported the notion of both a
broader rural coalition and higher priority for dealing with rural probt=s. Such a
broadening would include all rural sectors in the rural development constituency-- physical
infrastructure, job training, business development, rural poverty, rural health, rural
education, natural resources, rural environment and agriculture. Such a broad constituency
has the major advantage of representing one-fourth of the population and almost all of
America's natural resources.

Critical Policy Choices

Workshop participants recognize that budget deficits create difficult choices for policy
makers who seek to solve rural problems. Several of these choices involve issues of
equitable treatment. Others involve the willingness to re-orient the thrust of policy to treat
the causes of rural problems, as opposed to the symptoms.

9 .
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Equal Access to Public Services

For decades, many rural residents accepted the reality that living in rural America
meant sacrifice in access to public services that were readily available in the cities. Party
telephone systems, poorer quality schools, and the lack of ready access to quality medical
care were accepted as one of the costs of rural living. Economic decline, outmigration,
and increased awareness of urban amenities has made rural residents less willing to pay
the price of lower quality public services.
Legitimate danger exists that policy and
program inequities may be creating a
permanently disadvantaged rural society, a
society that may be perilously dose at hand in
many rural areas.

Targeting Rural Areas

Legitimate danger exists that policy and
program inequities may be creating a
permanently disadvantaged rural society.

Many federal programs designed to aid
economic development are national in scope
with no rural-urban differentiation. Because of the uniqueness of rural areas, at least in
terms of distance, national programs may not be as effective in solving rural problems. For
example, in urban America, individuals receiving job training can generally find employment
in the city where they live. This may not be the case in rural America where substantial
moving costs may be required to find a job for the retrained worker. Likewise, rural
schools have unique problems in scale of operation, the distance students need to travel to
get to school, and in offering enrichment courses in areas such as foreign languages and
the basic sciences.

The workshops concluded that filling the unique needs of rural communities may
require specially targeted programs. This does not necessarily mean an increase in
government expenditures, but requires a recognition that rural problems are unique and
cannot be forced into the same bureaucratic blueprint as urban programs. In other
instances, public investments may be required to, for example, restructure rural health
delivery systems or provide distance learning concepts to rural schools.

Safety Net for People or Places

Decisions need to be made regarding the objectives of rural policy. One of the most
basic decisions involves whether rural policy is designed to help rural people adjust to
change or preserve rural communities. What is best for people may not be best for rural
communities. For example, some communities may have little or no chance of attracting
new business ventures. The interests of some of their individuals may be served best by
retraining and possibly relocating to communities offering better employment opportunities.
Yet, such retraining may not be in the best long-run interest ofcommunity survival.

The tradeoff between helping people versus places is difficult. Communities must
make conscious decisions ts) find their niche. Every rural community cannot expect to
become a growth center. Substantial support arose from the workshops for rural programs
designed to help communities plan for the future, find their niche, and make the most of
their situation. Likewise, strong support for education suggests a basic belief in helping
youth achieve their capacity even though the consequence may be increased migration from
rural areas. The concept of government policies supporting or perpetuating business that
exploits low cost rural labor, white proposed, was overtly rejected.

Subsidies to Business With Locational Disadvantages

Distance may imply locational advantage or disadvantage. A retail business located
in a rural community tends to have a locational advantage in serving its population. On
the other hand, a business located in a rural community but designed to serve a broader
national or international market, may have a substantial locational disadvantage. Potential
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rural businesses may seek special concessions, subsidies or protection to locate in rural
areas and to continue their operations. While the incentives for such subsidies are often
substantial, they can mean permanent subsidies of inefficient operations. Examples were
provided in the workshops of communities that gave so many subsidies to attract business
that, while successful in recruiting these businesses, the communities were worse off.
Likewise, workshop participants were warned against interstate competition to attract
business or concessions to potential businesses where the objective of those concessions
is to overcome inherent locational or other economic disadvantages.

Physical Versus Social Infrastructure

The workshops revealed a major conflict
between the advocates of greater emphasis
on physical infrastructure and job creation
versus those who would place more emphasis
on social infrastructure designed to improve
the capacity and flexibility of people. In the
past, much of the rural development emphasis
has been placed on physical infrastructure,
that is improvements in rural road systems,
watex treatment facilities, industrial parks, and
retining. While infrastructure needs still
exist, the consensus of the workshops clearly
emphasizes that solving rural problems
requires greater concern for the long-run
needs of people. Strong rural education systems have the potential for making the local
population more flexible, thus attracting business and reducing the need for pubrcly
supported retraining programs.

While argume- in favor of greater support for social infrastructure were found to
be plausible, the cont.- -tween the social and physical infrastructure advocates was not
completely resolved. As budgets are severely restricted, conflicts will continue to
exist between these two at : groups. The workshop outcome suggested that federal
programs should place greate: ..4nphasis on social irfrastructure because the mobility of
people makes it more difficult for rural communities to capture the benefits of social
infrastructure investments such as in education. In other words, rural communities end up
paying for the cost of education and the cities realize tt benefits as the brightest and best
educated students tend to move. The long run key, of course, is to improve the
opportunities and quality of rural life enough for these students to get advanced degrees
and come back to contribute to rural growth and development.

Local and state governments bear a larger share of the responsibility for investments
in physical infrastructure -- unless mandated by the federal government. Where mandates
exist, there was strong sympathy for the mandating agency to absorb at least a shay: of the
costs involved in meeting that mandate.

The long run key is to improve the
opportunities and quality of rural life
enough for rural youth to get advanced
degrees and come back to contribute to
rural growth and development.

Agriculture Establishment Perceptions

Farmers have perhaps the biggest stake in solving rural community problems. Their
children, for the most part, attend rural schools. Farmers and their families drink the
water, rely on rural health delivery systems for their medical care, a) d buy at least a
portion of their farm supplies and household needs locally. About half of farmers' net
household income comes from off-farm jobs, yet farm organizations ht ve shown relatively
little interest in rural development policy. The lack of action by the agriculture committees
and USDA reflects this lack of interest.

Conventional wisdom holds that farm programs will solve rural community
problems--a healthy farm economy means a healthy rural economy. Such reasoning is
simply not true! In many rural areas, agriculture-related business activity does not account
for the majority of employment and/or income in rural communities. Equally important,



farm programs contain resource adjustment provisions that are designed to remove excess
resources from agriculture. Therefore, while farm subsidies may ;end to enhance rural
economic activity, the acreage reduction and conservation reserve prow ms curb sales of
farm supplies and product marketings. Farm programs are, thus, a two-edged sword in
terms of rural development. If, somehow, Congress could solve the farm problem, it would
not solve rural coramunity adjustment and growth problems.

Since farm organizations, to a degree, control the agenda of the agriculture
committees and the USDA, it is important to know their perception of an appropriate
rural development policy. This is the case for both the general farm organizations and the
commodity groups. This issue is particularly relevant to the current (1989 and/or 1990)
farm bill debate. If less money were spent on farm subsidies, a portion of the savings
could be spent on rural development. Such a strategy would appear to be in the best
interest of the nation's farmers.

Rural Priority

Where rural issues fit in the ranking of federal spending priorities will have a
significant impact on the future of rural America. A continuation of current and past
policies will probably mean fiuther widening of the rural-urban economic gap. In 1980, for
example, per capita federal funds for human resource programs (education, food and
nutrition, health and human services) were $51 in rural areas and $86 in the cities. In 1985,
per capita federal expenditures for all functions were $3,192 in urban counties and $2478
in rural counties, 22 percent less. Two-thirds of the federal dollars that come back to rural
areas go for income maintenance -- social security, Medicare, and farm subsidies -- while
only 50 pet -..ent of the federal dollars returning
to urban areas is used for income mainten-
ance. This again puts rural residents at a
disadvantage proportionately since they have /
less money with which to generate new wealth
in the form of economic development efforts,
infrastructure financing, transportation, etc.

The issue of disparity that places rural
communities at a disadvantage should be
addressed at the federal level. Recognizing
the uniqueness of rural problems and adjusting
programs to fit the causes of these problems would help to move the rural economy
forward. Increased federal support for rural development would, of course, shorten the
time horizon for solving rurJ problems.

The price is currently being paid by rural residents for past neglect of rural
development needs. Delaying investment in rural economic development means that future
generations will pay the cost with interest.

A continuation of current and past policies
will probably mean further widening of the
rural-urban economic gap.

Need for a Comprehensive Strategy

Solving the problems of rural communities requires a broad, comprehensive strategy
designed to make rural America a better place to live and work. The problems of rural
America are sufficiently complex that the current combination of sectorial programs and
national programs has not been effective.

Sectorial farm and federal lands management programs are two-edged swords that
both encourage and discourage economic development. National programs are riot
sufficiently targeted or adapted to rural conditions. They often deal with symptoms rather
than with problems. Insufficient attention has been given to the capacity of the rural
population to deal with their problems.

Unless rural Air erica is provided equal access to public services of the same quality
as the urban population, the expectation is for a continuing decline in rural economic
activity relative to urban areas. The need, therefore, is for a comprehensive policy designed
to create equal opportunities for those living in rural America.
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Elements of a Comprehensive Rural Development Policy

The workshop did not attempt to develop a consensus of a comprehensive rural
development policy. That is, no consensus process existed for the development and
endorsemet.t of a comprehensive policy. However, the follos Ong Jements are believed
to be consistent with the results of the work-
;Ilops and are considered necessary to solve
rural prctolems.

The goals of a comprehensive rural
development policy involve the stimulation of
private - sector investment in rural America, an
investment that will provide long-run solutions
to rural problems. Attracting investment
implies that rural residents, and therefore
rural badness, has access to the same quality
of public service as urban residents. It implies
making rural America an attractive place to
live and work.

Such a goal requires a balanced approach
to rural policies and programs. Compared
with the current policies, it implies relatively more emphasis on building the capacity of
human resources residing in rural areas, and it implies more targeting of orrrent national
programs toward rural areas and a stronger private-public partnership in sclving rural
problems.

Solving the problems of rural communities
requires a broad comprehensive strategy.
The problems of rural America are suffi-
ciently complex that the current combi-
nation of sectorial programs and national
programs has not been effective.

Building Human T.tesource Capacity

Building the capacity of rural residents involves improving the capability of rural
Americans to help themselves. The key involves instilling a set of basic skills that provides
flexibility for the rural labor force, fosters good ideas, and encourages the development of
rural leaders.

Building rural human resource capacity requires the following initiatives:

Equity in Rural Education. The most essential element in providing long-run
solutions to rural problems involves the establishment of equity in rural education.
Rural schools need to be specifically targeted to provide the same quality of
education as their urban, or more appropriately, suburban counterparts. This
requires federal and state initiatives to assure equity in funding, a factor essential
to attracting quality teachers. To compete, rural students must have the same
access to enrichment programs as urban schools. The best available technique for
achieving this objective would appear to involve the development of distance
learning systems for areas requiring such systems. In addition, research is needed
to identify other effective means for dealing with the problems of rural schools.

Reducing Rural Illiteracy. A prime justification for increased federal support for
rural education involves the overwhelming need to reduce rural illiteracy. A
competitive rural economy requires a population having basic reading, writing and
mathematical skills. Schools offer many of the facilities and some of the teaching
resources needed to significantly reduce illiteracy yet rural schools cannot accept
the responsibility for reducing illiteracy without just compensation.

Targeting Job Training. The long-run need for job training would be reduced by
improved rural education and reduction in illiteracy rates. Yet, the need for rural
job training programs is increased by a rapidly changing economy. Job training
programs should be more specifically targeted to meet the needs of rural residents
and rural businesses. Where appropriate, this may include provision retraining



in anticipation of losing a job and public-private participation in paying moving
costs for retrained workers.

Leadership. Expanding the capacity of local decisionmakers to plan, obtain and
utilize information is at the heart of the challenge facing rural communities and
businesses. Since many rural leaders are volunteers or operate with very low levels
of support, publicly supported education and technical assistance are essential to
helping them perform their tasks and cope with community needs. Provision for
continuing education and planning assistance is essential for rural leaders. Such
assistance involves working with rural institutions and organizations in addition to
individuals.

Physical Infrastructure Development

Developing rural physical infrastructure is an essential dimension of rural development
policy. In fact, some would assert that infrastructure is rural development policy. The
following strategies for improving rural infrastructure development surfaced from the
workshops:

Matching Commitment. Establish a state and local commitment to rural
development as a requirement for federal infrastructure assistance. Such a shared
responsibility requirement is crucial for ensuring program success and efficiently
allocating limited federal dollars.

Private Incentives. Federal incentives for private initiatives to invest in rural
America can be effectively utilized to foster rural development. Such incentives
may include partnerships in infrastructure development projects tied with private
business commitments or the targeting of a share of federal purchasing power
toward rural business as an aid to market development.

Communication Systems. Distance makes rural communication more difficult and
expensive. Yet, communication is the lifeblood of today's business
worldparticularly in the rapidly expanding service sector of the economy.
Businesses find it increasingly difficult to operate without access to computer
systems and facsimile technology. As in the case of rural electricity, providing
access to modern telecommunication technologies on a timely basis is more
expensive than can be borne entirely by private industry. Federal assistance to
develop rural community access to modern telecommunication technology in the
form of low-interest loans appears to be a requirement for rural business
deve:dpment.

w Rural Medical Systems. Rural medical delivery systems need to be restructured
if rural residents are to have equal access to medical services. This requires
comparable rural-urban medical payments as well as targeted programs to develop
properly staffed rural medical clinics as a replacement for rural hospitals that have
gone out of business.

Federal Guidelines. Federal guidelines are needed for achieving a balance
between environmental protection and rural growth policies. Tradeoffs need to
be balanced, for example, between the application of agricultural chemicals and
the potential for jeopardizing the water supply. In addition, endangered species
regulations could severely curb rural development opportunities by limiting the
use of protected lands. In the rural West, the conflict between federal lands
development and environmental protection is creating considerable uncertainty
regarding the growth of rural communities, thus discouraging investment.
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Rural Business Development

The workshops identified expanded private sector job opportunities as one of the
primary needs of rural communities. While attracting industry to locate plants in rural
areas was discussed, equal emphasis was placed on creating and expanding opportunities
for local businesses. A key to local business expansion involves creating the human
resource base for the development and implementation of ideas having potential for local
job and profit creation. Policy initiatives considered essential for achieving this goal
include:

Management Education. Small business educational programs designed to
enhance entrepreneurial skills and management capacity need to be expanded.
While several important initiatives, such as SCORE, exist to improve management
capabilities, the emphasis tends to be placed on techniques employed in larger
businesses characteristic of metropolitan areas. Such businesses have considerably
more specialized management functions and have access to specialized services
that simply are not available in rural areas. The need, therefore, is for small
business management educational programs specifically tuned to rural .-treas.
With appropriate financial support, such training may be offered by business
schools, community colleges or the Extension Service.

Management Services. The lack of basic business services in rural reas can be
remedied by the establishment of private-public partnerships to provide such
services. These centers cowl offer a variety of business services including the
development of long-run business plans, market feasibility studies, market plans,
and cash flow assessments. A variety of private-public structures are possible for
providing such services including assistance in establishing new rural management
service businesses, contracts with existing rural businesses, and/or joint
private-public ventures with existing educational institutions or government
agencies such as SBA or the Extension Service. Where educational institutions are
involved, linkages can be established between such management services and small
business management training.

Capital Availability. Access to both debt and venture capital is a problem for any
new business, but particularly for a relatively isolated rural business. An improved
educational base and set of rural management services will give both leaders and
venture capital suppliers more reliable information on potential rural investment
opportunities. In addition, revolving rural capital pools could be established under
a private-public partnership arrangement whereby the pool would share in the
gains or losses from new rural business ventures. The federal role might involve
guarantees of a certain minimum level of return for private investors or protection
against losses. Management training and an appropriate needs test could be
developed as a requirement for accessing the capital pool.

Framework for Action

In a time of federal budget deficits and Gramm-Rudman spending limits, it is
recognized that limited funds are available for expanded rural development programs.
Several of the initiatives suggested above could be implemented by adopting and targeting
existing programs to meet specific rural needs.

For the remaining initiatives, the issue is one of priorities. There is need to recognize
that the establishment of a lower priority on rural development today will make the
problems more difficult to deal with in the future. Past neglect has made today's rural
roblems more difficult to remedy. Continued neglect of rural problems will cost more to
deal with in the future.



Priorities for Additional Funding

The workshop participants' top priority for additional funding designed to solve rural
problems involves the human resource component. From a short-run perspective, this
means relatively small targeted private-public investments designed to foster rural business
development. Emphasis should be placed on developing an educational base for small
business managers, developing rural business
service centers, and providing a capital pool
for the establishment and expansion of well-
conceived rural business ventures.

From a long-run perspective, rural
problems can best be solved through improved
education and the elimination of illiteracy.
There is no substitute for a skilled, mobile
labor force. Need exists for a partnership
between the Department of Labor and the
Department of Education to foster the
development of an improved rural education
system, including both youth and adult illiterates.

As a third order of priority, public investments are needed to make rural areas an
equal partner in communication technologies and medical delivery systems. Both areas
should be pursued based upon private-public and local-state-federal partnerships.

The establishment of a lower priority on
rural development today will make the
problems more difficult to deal with in the
future.

Program Coordination and Control

The diversity of rural problems revealed by the workshops served to emphasize the
need for flexibility in the administration of federal rural development programs. Such
flexibility can best be provided by an emphasis on state and local control of project
p-lorkies and implementation methods. In other words, the preferred rural development
,stem involves coordination from the bottom -- from the state and local as opposed to the

federal level. Of course, accountability must be built into this coordination process. v

In addition, effective rural development policy cannot be implemented on a single-
agency basis in the current configuration of government agencies. Consequently, there
must be coordination across government agencies at all levels, just like there must be
coordination across congressional committees.

In providing this coordination, it is essential that the federal government exercise
leadership in designing and implementing programs to solve rural problems. Such
leadership must be sufficiently flexible to address problems where they exist and in the
form that they exist. The need for flexibility and coordination across agencies is perhaps
the greatest problem facing federal rural development policymakers.
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National and Regional Rural Issues
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Economic Dimensions of Rural America

David L. Brown, Cornell University
Kenneth L Deavers, Economic Research Service/USDA

The rural economic policy agenda changes over time in response to changing
economic, social and demographic conditions. Thirty years ago agriculture dominated the
social and economic well-being of most of the rural population. In 1950, 23 million
Americans, 15 percent of the nation's population, lived on farms. In rural areas, 4 of every
10 persons lived on a farm and almost a third of the nation's nontnetropolitan work force
was engaged directly in agriculture. Hence technological and organizational changes in
agriculture, and public policy relating to agriculture, were dominant forces shaping rural
life both on the farm and in rural communities.

Rural America in the 1950s was characterized by economic disadvantage and
widespread poverty. Rural poverty was often concealed by a facade of pastoral beauty. As
a consequence, the major engagements in the War on Poverty were fought in the cities.
Rural poverty was relatively neglected. This neglect was formally addressed in 1967 by
President Johnson with the creation of a National Advisory Commission on Rural Poverty.
The Commission's final report, The People Left Behind, concluded that "rural poverty
is so acute as to be a national disgrace."

With this background in mind, this paper identifies what is different in rural America
in the 1980s compared with the 1970s and suggests implications of these new trends for
rural economic policy. Measures of the
socioeconomic conditions of rural areas are
important in assessing the need for continued
public programs to assist rural areas, while
information on rural-urban differences helps
justify separate (or separately administered)
rural and urban policies. The diversity of
conditions among rural areas provides a
rationale for multi-dimensional policies that
target assistance to areas of greatest need
and/or opportunity.

If rural revitalization was the theme of the
1970s, economic stress is the overriding
nonmetro issue of the 1980s.

New Forces Shaping U.S. Rural Policy

Present day rural America bears little resemblance to the 1950s. Significant changes
have occurred in population size, growth, and composition; the industrial and occupational
structure of the rural economy; the general level of living and socioeconomic well-being;
and, perhaps most important of all, the linkages binding nonmetro and metro economies
and communities.

Socioeconomic conditions in rural America have generally improved compared with
three decades ago; and rural-urban differences, while still present and important, have
diminished greatly. Rural America, once an adjunct to the mainstream of American life,
is now closely integrated with national events. However, given this general appraisal,
rural economic conditions have worsened significantly since 1980.

If rural revitalization was the theme of the 1970s, economic stress is the overriding
nonmetro issue of the 1980s. This stress is associated with both cyclical trends and with
basic changes in the structure of the nonmetro economy. These cyclical and structural
changes affect, and are affected by, the human resource base of rural economies.
Moreover, all of these trends and changes are taking place within the context of changes
in the federal system of government, and these organizational changes affect government's
response to the changed social and economic context.
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Cyclical Trends
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Prior to the 1970s, the rural unemployment rate was lower ti,an the urban rate --
remaining below the urban rate throughout recession and recovery. The most recent
recession represents a significant break with that pattern. The rural unemployment ra;,-:,
rose more rapidly than the urban rate, peaked at a higher level, P.ad has remained above
the urban rate throughout the 1980s. Employment in timber industries fell as new }'using
starts declined. Many rural manufacturing plants were linked to the struggling auto and
steel industries. And mining and other energy extractive industries once aga;n suffered
from enhanced import competition during this period. In addition, rural areas were more
heavily affected by involuntarily shortened
work weeks, and a higher percentage of rural
workers became discouraged from looking for
work than was true of urban workers.

Rural areas have recovered from the
recession more slowly than urban areas. In
fact, the rural unemployment rate actually
increased between 1984 and 1985 while the
metro rate declined. As of 1985, the official
rural employment rate is 3.0 percentay. points
above the urban rate. Most of this differ.ftnce
is explained by the poor performance of the
rural manufacturing sector which lost 450,000
jet+s in the recession and regained only about
20,000 jobs between 1982 and 1983 during the
beginning of the recovery. Improved
performance of this sector seems to be the key
to future development for many individual
areas. However, the issue may be more
complex -- requiring either a transition to a post-industrial, service-producing economy, or
success in capturing a different mix of manufacturing activities than fueled the rural growth
of that sector in the 1960s and 1970s.

Prior to the 1f 70s, the rural unemployment
rate was lower than the urban rate --
remaining below the urban rate throughout
recession and recovery. The most recent
recession represents a significant break with
that pattern. The rural unemployment rate
rose more rapidly than the urban rate,
peaked at a higher level, and has remained
above the urban rate throughout: the 1980s.

Structural Changes in the Rural Economy

Industrial Transformation of the Rural Economy. The industrial transformation
of U.S. and rural employment has included a shift from predominantly agricultural to
predominantly nonagricultural employment. This transformation was followed by a change
in the mix of nonagricultural jobs from goods production to much greater em,lhasis on
services. In 1880, nonagricultural workers first outnumbered agricultural workers. In the
1960s, manufacturing's share of nonagricultural employment first dropped below a third and
the share accounted for by services (including government) began to rise.

The transformation continues today. During the 1960s and 1970s, nonmetro areas
competed successfully with urban areas in attracting or creating new job opportunities in
manufacturing. In fact, the share of all U.S. wage and salary manufacturing employment
in rural areas rose from 19 percent in 1969 to 22 percent in 1984. Roughly 40 percent of
rural citizens live in counties primarily dependent on manufacturing for employment. This
dependency represents a significant structural transformation of rural America. In the rural
South particularly, the growth of manufacturing jobs helped many rural households rise
from poverty. At the same time, the growing rural manufacturing base has had a
disproportionate representation of low-wage, labor-intensive industry. Again, the South is
a case in point because apparel, textile, wood products, leather goods, shoes, and a few
other low-wage industries accounted for 40 percent of total nonmetro manufacturing
employment in 1983, compared with only 19 percent for the United States as a whole.

The U.S. goods-producing sector has experienced significant job losses as part of the
current structural realignment. In many areas, U.S. wage gains appear to have substantially
outstripped productivity gains, leaving the country vulnerable to foreign competition. Rural
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areas, because of the types of products manufactured there, appear to be bearing a
disproportionate share of the shorter term structural adjustments in manufacturing. And
competitive problems were aggravated by the high value of the dollar. Although the dollar
has declined against the Japanese Yen and some European currencies, it remains high
against the currencies of several nations that recently became direct competitors with rural
manufacturers. Moreover, the introduction of productivity-enhancing technology has
exacerbated the situation by further limiting employment growth in goods-producing
industries.

Rural specialization in production activities has limited employment opportunities for
rural workers in the first half of the 1980s. Urban employment grew more than three times
as fast (10 percent) as rural employment (3 percent) during 1970-85. Slow employment
growth has meant that rural areas had more difficulty absorbing new entrants to the work
force, and many manufacturing and mining workers who lost their jobs were not able to
find alternative employment. Within goods-producing industrial sectors, nonmetro workers
are more likely to have blue collar jobs and less likely to have white collar jobs than urban
workers. It is precisely these blue collar jobs that are being lost in the American economy.
Between 1979 and 1985, white-collar manufacturing employment rose 10 percent and
blue-collar manufacturing declined 15 percent, resulting in an overall job loss in
manufacturing of 6 percent.

In addition to the adjustment problems already discussed, the rural economy is sharing
fundamental industrial restructuring with the rest of America. Service industries now
employ many more rural workers than goods-producing industries, and most of the job
growth in rural areas since the late 1960s has been in the service sector. The trend appears
to have accelerated since 1c69. Of all new nonfarm wage and salary jobs created in rural
areas, 83 percent have been in the service sector. The Bureau of Labor Statistics has
projected that 90 percent of the 16 million new jobs expected in the United States between
1986 and 1995 will be in the service producing sector. Business, personal, and medical
ser ices are expected to account for over half of the new jobs. The business services sector
is , ,xpected to add the largest number of new
jobs because of the increasing trend among
firms toward contracting out some services
and because of the growth in demand for
computer software and other modern business
services. Many of the newly created service
jobs are at wage levels equal to or above those
being lost in the goods-producing sector. This
leads to a net improvement in the income
prospects for many workers.

For rural areas, industrial restructuring
poses some serious challenges.

Of all new nonfarm wage and salary jobs
created in rural areas, 83 percent have been
in the service sector.

Rural manufacturing employment is heavily concentrated in low-wage industries
and, within these industries, in blue-collar occupations. Thus, rapid job losses in
low-wage manufacturing are likely to have a disproportionately negative effect on
nonmetro areas.
Rural areas do not appear to be attracting a large share of the "high tech winners"
among new service jobs.
Particular industrial activities are concentrated by region. For example, rural
manufacturing is heavily concentrated in the South and East.

Farm Financial Stress Extends Beyond the Farm Gate

In the mid-1980s no discussion of rural economic issues would be credible that did not
recognize the serious financial stress that has been experienced by a significant component
of U.S. agriculture. Many farms continue to be in serious financial difficulty, a condition
which has been further aggravated by the recent drought. Despite extensive government
ar.sictance, many of these farmers are unlikely to be able to restructure their businesses
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successfully, and they will be forced from farming. Given the geographical concentration
of these farms, many rural communities in the Northern Great Plains and Western Corn
Belt regions arc already experiencing farm-related development problems.

Research on farm-dependent counties, which identifie about 700 rural counties that
depend on farming for at least 20 percent of total labor and proprietors' income, indicates
how difficult the adjustment problems may be for many rural communities (Figure 1).
Farm-dependent areas tt.:id to be relatively
small in population, sparsely settled, remote
from urban opportunities, and with little other
local economic activity. Because many of The rural poor are more likely to be elderly,
these counties are clustered together, farmers

whitft, and to live in the South than is trueforced to leave farming may have to move (or
commute) considerable distances to fmd of the urban poor.
alternative employment.

Of course, the current adjustment follows
nearly 30 years of continuous farm consolida-
tion and population loss for many of the
affected areas. Farmers who leave farming for economic reasons in the 80's have different
characteristics than those who left in the past. They tend to be young, relatively well
educated, and they operate commercial-scale farms. Past displacements were concentrated
among tenant farmers (many of whom were black, poorly educated, and who generally had
little or no managerial responsibilities for their farms) and smaller scale commercial
operators.

Farm financial stress has far-reaching effects throughout farm-dependent communities.
Lower farm prices and reduced land values have resulted in reduced local government
revenues. As a consequence, some farming areas face reductions in essential public
services. Farm fmancial stress is associated with the surge in rural and agricultural bank
failures. Bank failures can hurt local credit availability throughout the community.

Human Resoui lis Issues

Changing Dimensions of Rural Poverty

A disproportionate share of the nation's poor has resided in rural areas throughout
this century. In 1985, the rural poverty rate was 18.3 percent compared with a 12.7 percent
urban rate (Figure 2). Even when in-kind transfers are included with other income, 13.2
percent of rural people failed to have enough income to meet minimal basic needs -- the
official definition of poverty. In urban areas the comparable figure was 9.3 percent. While
poverty rates declined during the mid-1970s, both metro and nonmetro rates have risen
since the 1979-82 recession and were substantially higher in 1985 than a decade before.

Not only is poverty more prcvalez.t in nonmetro areas, but the characteristics of the
rural poor also differ from those of poor persons in urban areas. The rural poor are more
likely to be elderly, white, and to live in the South than is true of the urban poor. Labor..

irce attachment is much higher in poor families. Over two-thirds of the rural poor
families had at least one worker in 1985, and over one-fourth had at least two workers. In
urban areas only 58 percent of poor families had even one worker.

The composition of poverty has changed during the last decade. Since 1973, the
poverty rate among older persons has declined from 16 to 14 percent, while the rate for
youths increased from 14 to 22 percent. in rural areas, poverty among older persons fell
from 23 percent to 18 percent, and the rate for youths rose from 17 to 24 percent.

The diminished economic position of children is related to changes in household and
family structure, and especially the increase in families maintained by women with no
spouse present. The greatest share of the nation's poor (45 percent) live in married couple
families, but over a third live in female-headed single-parent units. The poverty rate among
these households is substantially higher than for other family types. This is true in both
urban and nonmetro areas, but more pronounced in rural areas where the poverty rate is
43 percent for female-maintained families compared with 13 percent for ocher r--ily
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Figure 2. Poverty Rates, 1967-85 (with and without in-kind benefits)

households. Furthermore, 58 percent of rural children living in female-headed families are
poor compared with 18 percent of children living in other family types. The child poverty
rate has increased for all residence and family types since 1973.

Reduced Nonmetro Population Growth and Migration

The relative rates of urban and rural population growth and net migration reversed
from their traditional pattern of increasing urbanization to favor rural areas during the
1970s. The "population growth turnaround" was one of the most surprising and significant
demographic events of the decade. The pervasiveness of the turnaround can be judged by
the fact that the rate of rural population growth increased in all four census regions, and
the rural rate exceeded that of urban areas in all regions but the South. Moreover, rural
growth increased in areas separated from direct metropolitan contact as well as in counties
adjacent to metro areas. And smaller areas grew more rapidly than larger areas, indicating
decentralization among rural areas themselves. An increasingly diversified and revitalized
nonmetro economy, community modernization, and deeply held preferences for rural living
all figured in the migration reversal.

Nonmetropolitan growth began to slow by the end of the 1970s. Post-1980 county
population estimates indicate that nonmetro areas are now growing at a lower rate than
metro areas. Almost half of all rural counties (1,160) lost population during 1983-85,
compared with 460 that lost population in the 1970s. During the 1960s, 1,300 lost
population.

The return of slower rural growth poses important questions about future rural
economic progress and community viability. A coherent empirical explanation of the
diminished growth, one that investigates the effects of both economic and noneconomic
factors, has yet to be developed. Reduced growth is surely associated with the economic
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problems discussed above -- delayed recovery from the 1979-82 recession, financial stress
in agriculture and its linked industries, the slow growth or decline of rural manufacturing
and natural resource-based industries, and possibly a diminished appeal of rural areas as
residential locations. A better understanding of the relative importance of these and other
factors would contribute to more informed public policy.

An Older Population

The median age of the U.S. population was 32 years in 1987, a decade older than in
1880. This increase was brought about by a diminished proportion of children and an
increasing proportion of elderly persons. Youths and infants accounted for 44 percent of
the nation's population in 1880, and elderly persons only accounted for about 3 percent.
By 1987, the infant and youth population h. I declined to less ,aan 30 percent, and over 1
in 10 Americans is age 65 and older.

Rural areas have traditionally had a higher proportion of children, relatively fewer
younger adults and middle-aged persons, and a larger proportion of the elderly. These
residentiai differences have been accounted for by a higher level of fertility in rural areas,
outmigration of young adults, and both ininigration of older persons and aging-in-place.
These residential differences still persist, although both urban and rural areas have been
similarly affected by major demographic events of the last quarter century. The decline in
the population proportion under 15 years of age is pronounced in both urban and rural
areas and is associated with the current prolonged period of low fertility.

Nonetheless, the rural population in 1980 still had a larger proportion of infants and
children than the metro po2ulation. In contrast, because of aging-in-place and net
ininigration of elderly persons from urban
counties, the rural population grew somewhat
more rapidly in urban areas because the baby
boom was more dramatic there and because
urban areas are still raining young labor force
age migrants from the rural population.

Projections prepared by the Census
Bureau indicate that the nation's population
will age substantially, and there is every reason
to expect this to take place in both urban and
rural areas. In 2030, the proportion under age
65 will have virtually stopped growing while
the number of persons 65 and older will
increase sharply beginning in 2010. The aging of the baby boom generation will push the
median age to about 41 years in 2030 (compared with 32 in 1987). In that year, 21 percent
of the population will be age 65 and above and 3 percent will be 85 or older. These
changes will have broad implications for the need of and demand for goods, services, and
economic opportunities, and they will affect patterns of consumption, lifestyle, and social
and political behavior.

In 2030, the proportion under age 65 will
have virtually stopped growing while the
number of persons 65 and older will
increase sharply beginning in 2010.

Educational Attainment

A high-quality work force is a critical asset. New entries to the work force must be
properly prepared, current workers must maintain their skills an employability, and
displaced workers must be provided with skills to facilitate their transition to new jobs.
Educational attainment, as measured by years of school completed, has increased
substantially in both urban and rural areas during recent years. The urban median
increased from 11.1 to 12.6 years of schooling between 1960 and 1980, and the rural median
increased from 9.3 to 12.3 years of schooling.

However, the seeming convergence in these medians masks differences in attainment
between the residence categories. Continuing and even growing residential differences in
formal educational attainment are apparent when one focuses on completion of high school
and college rather than on median years completed. The proportion of the population age
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25 and over that completed high school has risen substantially since 1960 in both urban and
rural areas, but a 10 percentage point gap in this level of educational attainment persists.
The percentage of the population age 25 and over that completed college also increased
in both urban and rural areas since 1460, but the rural-urban gap in college completion has
zctually increased. The proportion of the adult rural population that has completed college
in 1980 is 1 in 10 persons -- about the same as the urban percentage a decade before. The
persistence of the difference is partly attributable to nonmetro net outmigration of young
adults with college degrees.

New Federalism

During the 1960s and 1970s, state and federal involvement in the affairs of local
government grew. One measure of that growing involvement was the declining share of
locally raised revenues as a share of total local spending. By 1977, intergovernmental
transfers represented 43 percent of revenues of rural localities compared with 34 percent
in 1962. Many communities, while welcoming the inflow of federal funds, chafed at the
regulations that often accompanied grant-in-aid money and decried the distortion of local
priorities that resulted. The concerns of local government began to be recognized with the
adoption of federal revenue sharing and other block grant programs that significantly
lessened federal control of the use of funds. Simultaneously, there was a federal move
toward deregulation which aimed at letting the marketplace decide on resource allocation,
prices, and services in transportation, finance, and communication.

New federalism policies began an era of reduction or withdrawal of federal funding
for many grant-in-aid programs, block grant programs, and even general revenue sharing.
In part, this is a philosophical retrenchment by the federal government in the scope of its
activities, but it is also a result of a perceived need to reduce federal deficits while
maintaining both a strong defense and most of the major individual entitlement programs
that provide security for our citizens. This is
a challenging environment for state and local
governments which, in the face of taxpayer
resistance, may not be able to replace federal
funds with locally raised revenue. It is
uncertain what effect this situation will have
on local services, on the distribution of current
costs and benefits among users and the
broader community, or intergenerational
transfers of wealth and income.

The range of federal actions affecting
rural areas and the policy latitude of state and
local governments have changed substantially.
No longer is it appropriate to focus principally
on levels and constraints of intergovernmental
assistance such as grants-in-aid or revenue
sharing. The increased integration of the rural
and urban economies and the importance of international trade have increased the stake
of rural areas in macroeconomic and trade policies. For example, the 1979 change in
Federal Reserve policy coupled with the financial deregulation of the early 1980s produced
strong inflation and increased the trade value of the dollar as well as real interest rates.
All of these changes contributed to the financial stress in agriculture.

The stake of rural areas in stable and balanced macro-level policies may be even more
important outside of agriculture than from within the farm economy. Many more of our
rural citizens depend for their livelihood on employment in manufacturing and services than
on employment in agriculture. In fact, considerable progress in relieving poverty among
rural people, especially in the South, has been the result of rural industrializaticn that
provided better incomes than those in agriculture and created opportunities for paid
employment for large numbers of rural women. It now appears that many jobs in low-wage
rural manufacturing are vulnerable to str ctural change and foreign competition.

Many jobs in low-wage rural manufacturing
are vulnerable to structural change and
foreign competition. Compared with the
federal government, states and localities are
severely limited in the policy responses they
can make to deal with industrial restruc-
turing and trade.
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Compared with the federal government, states and localities are severely limited in the
policy responses they can make to deal with industrial restructuring and trade. And what
they often do is neither cost beneficial to them nor in the best interests of the national
economy.

General Directions for Rural Economic Policy

Rural America is extremely diverse, and broad generalizations mask many important
differences among individual areas. In many ways the variation among rural areas is often
as great as the differences between them and urban areas. Because local rural economies
do have wide differences, programs tailored to particular types of rural economies may be
more effective than more generalized programs.

The diversity of rural conditions and economic structures, and the restructuring of
rural economies that is now occurring requires that rural economic policy in the 1980s
distinguish between industrial and spatial concerns. Traditional "industrial policies" for
rural America have focused on agriculture. Such an industry-specific focus is dearly out
of line with rural economic realities of the 1980s. Even farm financial problems are now
difficult to address with traditional farm policy instruments alone. The health of the farm
sector depends importantly on the nation's
monetary and fiscal policy. And since
agriculture is only a component (albeit an
impf.rtant one in many instances) of the local
rural economy and labor market, an exclusive
policy focus on agriculture provides little direct
assistance to most rural workers and
communities.

Even as policymakers recognize the rural
stake in national policy, the concentration of
adjustment problems n particular geographic
areas suggests the need for federal, state,
local, and regional development strategies. It
is important to remember that many rural
problems are regionwide and not just
community-specific. Agriculture, as a major source of household income, is concentrated
in the Northern Great Plains and Western Corn Belt; rural manufacturing is
disproportionately located in the Midwest and Southeast. Mining and other extractive
activities are conducted west of the Mississippi River and in Appalachia. All of these
industries have experienced either very slow growth or significant j' b losses in the 1980s.
"Beggar thy neighbor" programs of smokestack (or silicon chip) chasi.:g will not lead to net
job growth in a region or an effective replacement of lost jobs. Regional or
multi-community cooperative efforts would appear to have a better chance of success in
responding to industry-wide declines. Cooperation among different levels of government
and with private industry is also essential. The overall goal might be for regions to diversify
their economic activities and to increase their participation in the more service-oriented
sectors of the economy, thereby decreasing their vulnerability to shifts in demand.

Some local economies may be unable to adapt to the transformation from goods
production, mining, or agriculture to greater dependence on services. These may decline
permanently. Their functions in the rural economy of the future may become largely
residential. Access to urban or other rural employment centers may be their only key to
economic prosperity.

Two major dimensions of rural economic policy humar. resource development and
job generation (for new and displaced workers) -- must be closely coordinated. Evidence
suggests that the skills possessed by many displaced industrial workers, miners, and farmers
are likely to be inappropriate for the new, largely service-based and information-dependent
industries that will dominate the rural economy of the future. A mismatch between skills
and opportunities will affect a large portion of the rural labor force. Development
strategies need to consider the skills workers possess or are gaining and the job

The overall goal might be for regions to
diversify their economic activities and to
increase their participation in the more
service-oriented sectors of the economy,
thereby decreasing their vulnerability to
shifts in demand.
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requirements of existing and developing industries. It makes little sense to train people for
jobs that do not exist in the local or regional economy, unless the goal is to enhance
employability elsewhere and encourage commuting or residential mobility. On the other
hand, creating new jobs in an area where indigenous workers do not possess the required
skills to fill them does not directly benefit local workers unless training programs are
envisioned. Without such efforts, the likely result is for the new jobs to be filled by workers
from outside the local community. This is not necessarily bad since the purchasing power
in trade and services of new workers may indirectly create employment opportunities for
longer-term residents. But the first round of mostly higher paying jobs will probably go
to the newcomers.

Human resource development activities must be sensitive to the different needs of a
new generation entering the work force for the first time, the needs of current workers who
desire to maintain employability and a modest standard of living, and the needs of
dislocated workers making a transition to new jobs.

The diversity of rural economic conditions indicates diverse paths to economic
viability. Some areas will consoLiate their economic development efforts around current
activities; others will seek to transform and diversify their economies from goods-producing
to a broader representation of services; others will specialize in residential and consumer
service activities. Some areas will be successful in maintaining or expanding their levels of
economic activity. Others will experience decline. Recognizing that rural areas are
increasingly interrelated with each other and with the nation as a whole, go-it-alone,
community-specific economic development efforts appear to be increasingly inappropriate
in tomorrow's rural America.

To be relevant to current concerns, public policy must recognize that rural America
has different problems and opportunities in the 1980s than in previous decades. This
changing economic context is not the only factor affecting the policy agenda, but it must
be considered a major one.

L. J
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Building a Vital Rural America

Bruce Weber, Oregon State University
Ron Shaffer, University of Wisconsin
Ron Knutson, Texas A&M University
Bob Love:', Extension Service/USDA

Rural America is home to one-fourth of the nation's people and contains almost 90
percent of the country's natural resources. While some rural areas are doing well, the
average rural American has a lower income, a greater likelihood of being unemployed, and
a greater chance of living in poverty or substandard housing than those in urban areas.
They receive below-average health care and less schooling than urban residents, and they
appear to be more vulnerable to national and international market fluctuations. As a
result, rural Americans have fewer reasons than their urban counterparts to be optimistic
about a prosperois future.

Creating and maintaining rural econt..mic vitality is important to all Americans--both
rural and urban. Rural and urban America are highly interdependent. Urban Americans
depend on rural areas and people for much of
their food, timber, mineral and water
resources, and manufactured goods. They also
visit rural America for leisure activities, and Rural America is home to one-fourth of the
many move there for retirement. At the same nation's people and contains almost 90
time, urban economic and social conditions
greatly affect the opportunities of the rural percent of the country's natural resources.
population and net migration into rural
communities.

Rural development policies can be
defined as the deliberate actions taken by
federal, state and local governments to influence the economic growth and level of living
experienced by those who reside in rural areas. Urban residents are also influenced by
rural development policy in that they consume the products and services of rural America,
utilize rural resources (land, water, parks, roads, etc.), and pay for at least a portion of the
cost of implementing rural policy. Policy for developing rural America could have the
following goals:

Make rural areas a viable economic partner for the benefit of both urban and rural
residents.
Improve the quality of services (public and private) in rural areas.
Reduce the vulnerability of rural areas to sudden shifts in technology, markets, and
the overall economic environment.
Sustain the usefulness of rural resources for the benefit of current and future
generations.

These are extremely difficult objectives to achieve individually, much less simultaneously.
Efforts to achieve them involve important trade-offs and choices for policy at the federal,
state and local levels. Every American has a direct interest in these policy decisions.

The purpose of this series of discussion papers and related workshops is to highlight
the trade-offs inherent in policy choices affecting rural development. This particular paper
is designed primarily to explain the issues which cut across all the other papers. As a
whole, the papers emphasize the federal role in rural development policy, not state or local
government roles. This is not to imply that the state and local roles are unimportant. In
fact, many of the most important policy and program decisions are made at the state and
local levels, and most rural development policy is implemented by units of state and local
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government. Federal government actions are critical, however, because they shape the
economic and social environment within which rural and urban economies develop.
Federal decisions have a crucial impact on the overall efficiency of the economy and on the
distribution of resources and well being within and between rural and urban areas.

It is anticipated that in the next two or three years, the federal role in rural
development will be re-evaluated with the potential for major new policy init'Atives. There
are those who will argue for policies and programs designed to target assistance to those
living in rural areas and to the businesses r.nd industries located in rural America. Others
do not see the problems of rural America as being particularly unique. They may suggest
policies and programs to develop human resources wherever they are located and to
assist people in making transitions between jobs and places, or they may suggest policies
to generate a robust macroeconomy. Still others will espouse a comprehensive rural
development package designed to take into account the unique characteristics and problems
of rural regions and rural residents in order to bring renewed vitality to nonmetropolitan
areas. Hopefully, these papers will contribute to clarifying the issues, identifying the policy
options or choices, and evaluating the consequences of such choices.

Socio-Economic Characteristics of Rural Areas

Rural America, while becoming increasingly similar to urban areas, has at least three
unique economic and social characteristics:

Rural areas tend to have a more narrow economic base than urban areas and to
specialize in natural resource industries. Almost half (44 percent) of the nation's
rural counties depend on natural resource industries for 20 percent or more of
their labor and proprietor income: 30 percent of these counties depend on farming,
food processing, and agricultural services while 14 percent depend on forestry and
wood processing, energy extraction, and mining. Natural resource dependent
counties are found throughout the United States; only New England has counties
in which these industries do not provide a significant share of income (Figures
1-4). These natural resource industries have been more unstable than other
industries and in recent years counties specializing in these industries have had
higher than average unemployment rates.
Rural areas are more sparsely populated than urban areas. Nonmetro population
density is less than 20 people per square mile compared to 322 in metro counties.
While this low density may create large amenity values, it also hinders the
achievement of certain economies of size and concentration available in urban
settings.
Rural people have more local governments to interact with than their urban
counterparts. Rural areas, with 24 percent of the population, have 75 percent of
the local government units in the United States. While this provides more
opportunity for citizen participation in government, it also places more demands
on rural residents for filling leadership roles that are often volunteer in nature.
The existence of numerous units of government and of different levels of
government (towns, townships, counties) tends to result in a fragmentation of
interest groups and government agencies which are responsible for policy
formulation and administration. For example, with over 30 federal agencies having
responsibility for rural policy, there is little federal policy focus.

These characteristics of rural America, while in some ways constraining the potential
for development, are assets rural areas can use as a foundation for their development
efforts. Such efforts can attempt to overcome some of the following statistics that reflect
the disadvantaged status of rural America:

In the late 1980s, nonmetro per capita income is about one-fourth lower than in
metro areas.
Nonmetro poverty is one-third higher than in metro areas.
Nonmetro Americans continue to receive less schooling than urban residents.
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Nonmetro Americans continue to receive less schooling than urban residents.
While about 70 percent of urban students complete high school, only about 60
percent of rural students do so.
During the 1980s, the rural-urban per capita income gap has widened.

Brief History of Rural Development Policy

The current rural development policy in the United States can be characterized as a
collection of federal, state, or local policies or programs designed to expand economic
opportunities in particular sectors, protect rural natural resources for future use, and
improve the liveability of sparsely settled areas. In this sense, the nation has had a rural
policy since its earliest years when funds were spent to make public improvements in
frontier areas. The federal government continues to stimulate development of rural areas,
although the number and funding of rural programs is lower than it was a decade ago.
From an historical perspective, rural development policy can be divided into four major
periods:

Settlement and Expansion of Rural Services. Some of the earliest rural
development programs included encouraging the settlement of rural areas (the
Homestead Act), the granting of land to railroads, and the creation and
dissemination of knowledge about and to rural areas (Hatch Act and Smith-Lever
Act). In the nineteenth and early twentieth centuries, federal rural policy focused
on encouraging land settlement and providing transportation infrastructure.

New Deal Expansion of Federal Role. With inauguration of New Deal policies,
the federal government took a larger role in dealing with rural problems. In the
1930s, the federal government sought to improve rural access to basic services
(Rural Electrification Act and Farmers Home Administration) develop water
resources (Reclamation Act), improve farm incomes (Agricultural Adjustment
Acts), and stimulate the development of rural regions (Tennessee Valley
Authority). With these programs, the federal government set in place the outlines
of current rural policy.

The agricultural sector is supported by the federal government through a wide
variety of programs, including agricultural research and extension services,
subsidized credit, income payments to farmers, and marketing assistance. When
the bulk of these programs were initiated, over half of the rural population lived
on farms. The impact of these programs on rural areas was significant. Today
less than 10 percent of the rural population lives on farms. The potential
effectiveness of agricultural programs in stimulating rural area development is
much less now than when rural people were more involved in agricultural
production. While agricultural policy will remain a crucial element of any national
policy affecting rural areas, it is nonagricultural policies that will have the most
impact on the future of rural America.

Great Society Programs and Rural Areas. In the 1960s, a host of new Great
Society type programs were extended to rural areas and the war on poverty was
initiated. Federal support for multistate regional development expanded beyond
the Tennessee Valley Authority (TVA) with the creation of the Appalachian
Regional Commission (ARC) in 1965 and several other regional commissions in
later years. The federal government also created support for substate multicounty
regional development through the Economic Development Administration (EDA)
in 1965. To receive support through EDA, counties were required to form
economic development districts and to do joint planning. Farmers Home
Administration (FmHA) rural development programs were designed to encourage
nonfarm businesses for farmers, water and sewer systems and public facilities in
small communities, multiple family housing and rural business development
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through loan guarantees. The federal government continues to provide suppGrt
for TVA, ARC, EDA and FmHA, though at reduced levels.

During the Great Society era, many programs were established or substantially
expanded to benefit the poor and disadvantaged regardless of their location.
Examples include food stamps, aid to families with dependent children, child
nutrition, job training and small business loans. The uniqueness of rural areas
made these programs less effective in alleviating rural problems than urban
problems.

New Federalism. In the 1980s, a change occurred in the prevailing political
philosoFtr, t.,garding where decisions affecting the rural economies should be
made. The new federalism philosophy holds that decisions should be decentralized
to the state and local levels and that the private sector has the major responsibility
of providing for the economic welfare of the citizens. Theoretically, the rural
tradition of individualism and acceptance of responsibility for one's own condition
could thrive in this environment. Yet, many issues facing rural America transcend
the resources and power of the individual or local community. The capacity of
many local rural governments to provide the services desired is limited without
financial support from state and federal governments. Issues of rural poverty,
education, retraining, health care, etc. cannot be addressed with only local
resources.

Consistent with the new federalism philosophy, the funds for rural development
and many related programs were substantially reduced. Responsibilities for many
activities affecting rural development were shifted to state and local governments.
However, reductions in funding through programs such as revenue sharing and
block grants hindered the ability of the public sector to address rural issues.

One major exception to reductions in funding for rural programs involved
increased expenditures on farm programs. Expanded aid to farmers grew to over
$20 billion in the 1980s. Since the farm sector has become a relatively small share
of total rural economic activity, farm policies cannot be relied upon to solve the
economic problems of rural America. For this reason, farm policy is not a focal
point of this set of educational materials.

Forces of Change

While farming, fishing, forestry, mining (including energy), or manufacturing activities
remain important components of many rural economies, they can no longer carry the entire
burden of creating rural economic vitality. Businesses providing services to tourists, retirees
and nonlocal businesses and individuals are assuming an increasingly dominant role in
producing this vitality.

The following forces of change are having a major impact on rural America:

Technological change has been a way of life in rural America. The
mechanical /chemical revolution of farming since the 1950s is now being supplanted
by a biotechnology and information technology revolution that could be even more
dramatic in its effects on rural areas. Yet, technological changes are not limited
to those in agriculture. The emergence of the information age and information
technologies offers the opportunity to reduce further the isolatiot, of rural areas
and permits new rural economic activities previously tied to concentrations of
people. New technologies also have the potential to allow some act:Aties now
requiring rural locations to move to urban areas.

Rural America is no longer isolated from international forces. The value of the
dollar, foreign policy decisions, export promotion programs, trade embargoes,
domestic self-sufficiency goals in other countries, increased competition from
foreign manufacturers, and the movement of rural manufacturing production



facilities to other countries extend the influence of international forces into both
the farm and the nonfarm economies of rural areas.

The changing demographics of the nation and rural areas portend some significant
shifts in rural policy concerns. The most obvious demographic change is the aging
of the population. This means health care, housing, transportation, recreational
facilities, and training for emerging occupations will gain increased importance.
The retiree is an emerging economic force in both the national and rural
economies that needs to be explicitly considered in rural economic development
efforts.

An increased proportion of personal income is coming from dividends, interest,
rents, private retirement funds, and transfers (e.g., social security, public assistance,
unemployment compensation). This has been stimulated by an aging population,
indexed retirement benefits, and an increased number of financial alternatives for
savers and investors.

Off-farm 'income is a larger and more stable source of income for farm families
than net farm income. Even for moderate and large farms ($100,000 to $499,999
gross farm sales), off -farm income provides an average of one-quarter tv one-half
of total family income and has become critical to the maintenance of farm family
living standards.

There has been a visible national shift to service-producing activities (e.g., health
care, finance, insurance, engineering, and information processing). Nationally,
these activities have provided the majority of jobs since the early 1950s. The
development of a service economy has implications for the types of occupations
people are prepared for and the incomes earned by workers. Some question exists,
however, as to whether the rural sector can compete and benefit from a
service-oriented economy to the same extent as the urban sector.

Some Important Trade-Offs and Choices

The decision to adopt one course of action often means that achievement of one goal
is sacrificed for the attainment of another. Trade-offs are inherent in most policy choices.
They are particularly important when public resources are limited and the emphasis is upon
balancing the federal budget,

Growth Versus Stability and Conservation. Policies that would make rural
areas a *viable economic partner* by making them more competitive in world
export markets might also make them more vulnerable to sudden changes in
macroeconomic conditions and exchange rates. Such policies might also make it
more difficult to protect natural resources for current and future generations.

People Versus Places. Policy choices involving rural development may trade the
welfare of individuals against the health of communities or regions. What is best
for people, as individuals, may not be considered to be best for places. For
example, the income of an unemployed person may be significantly increased if
he/she is retrained for a job located in a larger community not located within
commuting distance. Yet, if such a policy is aggressively pursued with regard to
a particular community a. region encountering unemployment problems, the
community's economic base is undermined. Yet the communities in which people
live are very important to people with family ties and other interpersonal
relationships being built around communities. The policy c'doice in rural America
often boils down to preserving the place (community) or enhancing the welfare of
individuals. Yet it is not clear that some rural communities can be saved even if
a "safety net for communities* policy were pursued.
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Efficiency Versus Equity. In order to compete in a national and international
economy, rural businesses must be efficient. Likewise, rural governmental units
must be efficient at delivering services, providing services at high enough quality
and low enough cost to enable private firms to compete in global markets. The
result is often tax concessions or public service subsidies as a means of attracting
new businesses to a community. However, a policy which encourages efficiency
in one community could be considered unfair to other competing businesses and
create inefficiencies. Li .ewise, deregulation of banks, telecommunications, and
airlines may be considered unfair by businesses that experience higher costs.
Equity of service might be also hindered.

Long-Run Versus Short-Run. Policies that improve rural employment or
income in the short-run may hurt the long-run competitiveness of these areas. For
example, tax concessions or public subsidies that attract businesses to rural areas
in the short-run may encourage inefficiencies that make these businesses unable
to compete in the long- run. Furthermore, such policies may ultimately diminish
the ability of communities to attract new businesses. For example, short-run
efforts to attract industry may result in infrastructure expenditures and tax
concessions that drain away resources from education. Investment in education
may be viewed as being counterproductive because it merely encourages students
to leave the local community in favor of higher paying jobs in larger cities. Yet
without investments in education, the level of skills attainment needed in the local
work force to attract business may not exist.

"Worst First" Versus "Most Potential." Policies that provide assistance to those
areas or people in most need are sometimes called "worst first" policies. By
directing resources first to those with the most si7:ere problems, such policies may
benefit fewer people and require more resources to achieve a given result. An
alternative is to concentrate resources first on those people or areas with the most
potential. These policies and programs are likely to mach more people or areas
more quickly and to achieve a given result at lower cost per beneficiary.

Sectoral Versus Comprehensive Policy. Production of goods and services
occurs within industries. Since industries such as agriculture have z common
interest, policy tends to be developed on an industry-by-industry or sectoral basis.
Because many different interest groups work with these agencies in policy
formulation, current rural policy has little common focus. An alternative strategy
involves the establishment of a comprehensive rural development policy which
integrates a wide range of programs that are not sectoral-specifieinfrastructure
elsvelopment, education improvement, leadership training, capital development,
resource development, and health care delivery. Such an integrative program
would be designed to increase the growth potential and improve living conditions
across the rural economy.

The decision to trade-off one goal for achievement of another by pursuing a particular
policy is made on the basis of information about the context of the decision and the
consequences of alternatives and values of the individual decisionmakers as well as the
political vulture within which they operate. The political system generating policy decisions
in this country encourages both individual and collective (interest group) action to channel
information about both facts and values to policymakers.

National Issues

Out of this discussion, the following issues of national scope and importance arise:
How to create jobs in rural areas to produce goods or services that are competitive
in i Teasingly international markets and less vulnerable to cyclical fluctuations.
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Whether to create specifically targeted programs for rural residents for poverty,
rural health care, and rural education or to continue a sectoral approach that tends
to distribute benefits on the basis of either population or wealth.
How to satisfy the ever-increasing costs of rural services when revenues do not
necessarily match inflation and the quality of rural services persistently lags behind
urban services.
How to capture foi rural areas the benefits enjoyed by the public at large but not
paid for by th; general population.
How to offset the reality or effects of persistent outmigration of the best educated
youth and most highly skilled individuals.
How to create a rural environment that fosters the development of good-visionary
ideas and the talent of leadership required to implement them in both the private
(business) and public (government) sector.
How to eliminate persistent problems of rural poverty, poor educational systems,
inadequate health care, and lack of opportunity.

The Federal Role

Important decisions about the federal role in rural policy will zontinue to be made in
the next several years. Each of the papers in this series addresses the justification for
federal involvement in its specific policy area. These arguments for the federal role in rural
development fall into the following categories:

Remove chronic inequities that have proved to have no practical state or local
solution.
Increase efficiency of production.
Provide leadership in solving complex regional or national problems.
Coordinate across agencies and levels of government to assure mutually supportive
achievement of policy goals at minimum cost.
Distribute the costs and benefits of rural development activity equitably.
Balance revenue-raising capacity across units of government.
Remove or offset market imperfections.
Increase the ability of rural areas to compete in domestic and international
markets.

Even in cases where a strong case can be made for a federal role along one or more
of the lines suggested above, a federal role can create more bureaucracy and inflexibility.
Combining scctoral policies and integrative programs with federal, state and local
governments could involve a higher level of coordination and centralization of programs.
Perhaps three of the most important choices in rural development policy ;nvolve the degree
of centralization of the development process; the degree of reliance on private versus public
initiative; and the degree of federal versus state and local control. The benefits of federal
intervention must be wc:ghed against the costs of this intervention in any assessment of
potential federal policies affecting rural areas.

The evolution of a federal role in rural development policy over (he coming years
could take place in the context of an increasingly active state role in development policy.
The emergence of states as active partncrs in selected dimensions of development activity
must be taken into account by those shaping the federal role.

Policy Areas Analyzed

The following six papers are designed to provide the basis for reader evaluation of
rural development choices in six major areas:

Income and employment
Education, retraining, and relocation
Utilizing natural resources effectively
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Reducing rural poverty
Improving rural health delivery systems
Financing and providing rural public services

Each of the papers follows a basic format that includes the following:

The history of policy in the subject area.
The current status of policy and description of the problem area.
The critical issues that need to be addressed.
The justifications for a federal role.
The policy options and their consequences.
The priorities that may be drawn.

The final paper in this series builds on the previous seven papers to provide a
prescription on the dimensions of a comprehensive rural development policy.
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State Perspective on Rural Issues

Tom Unruh, Senior Policy Analyst
Center for Policy Research
National Governors' Association

Today there are more than 100 bills submitted on rural development to the Congress.
As you know, one of the major pieces of legislation is Senator Leahy's bill, but as the last
session progressed, the diversity of opinion about what an appropriate rural policy is
seemed to overwhelm the process and ultimately it was a very disappointing year. There
was no consensus reached and there was no rural development bill passed. There are some
prospects for rural development legislation in 1989. Both Presidential candidates have
mentioned rural development in their campaigns. The Republican party platform
committee had a subcommittee on rural development, and there is some language in their
platform about it. The politics of the budget probably will reemerge after the long sleep
of the campaign, however, and cast a shadow over any sort of large new program for rural
development.

In 1990 there will be a farm bill and
there will be a rural development title. We
need to think seriously about what the . ros-
pects are for an overall comprehensive rural
development program. One of the things we
should think about is the fact that the people
who are the players in putting together a farm
bill are not really the people who are inter-
ested in rural development policies. The
broader types of programs that we have talked
about -- community development block grants
and coordination with the Economic Develop-
ment Administration and the Small Business Administration -- are all overseen by other
committees besides the agriculture committees. The politics involved are going to make
it difficult to come up with a comprehensive program within the context of a farm bill.
This brings us to what the governors think are the two most serious questions about rural
policy:

Is it a top-down or bottom-up kind of policy?
Will we see new, narrow categorical programs or v
from the federal level?

States must assume a leadership role in the
new federal-state-local alliance because they
are taking initiatives that the federal
government is unable to take because of
budget policies.

-e be more flexibility

In a new report from the Task Force on Rural Development of the National
Governors' Association, the governors made 12 broad recommendations relating to how
the states can play a proper role in rural development. The impact of the federal
government on rural development has been shifting as states are finding more ways to work
together to increase the amount of money going to rural areas and to find new ways to
promote rural development. The governors have recommended the following three general
directions or groupings for state rural policy.

Helping Rural Communities Prepare for the Future

1. States snould provide the necessary technical assistance to help rah al communities
prepare and implement their own development strategies.

2. States should encourage regional cooperation between communities to bring
resources together, particularly where tax bases are declining and there are
shortages in expertise.



3. States should hire special staff for offices of rural affairs at the state level to serve
in an advocacy role.

4. States should help traditional rural industries develop new products and seek new
markets.

5. States should provide local governments with the resources and authority to
manage growth and should support regional and statewide efforts for growth
management.

Making Wise Investments in Rural America

Another area of rural policy considerations for states has to do with making wise
investments. Although it is not stated as such in the task force report, what the governors
are really talking about is the decline of communities. For whatever reason, there will be
communities that will not grow. There will be places where the out-migration among
young people is increasing, the population is aging, and the tax bases are decreasing.
The governors offered the following recommendations:

1. States nead to look for ways to provide flexibility in regulations, particularly in
support of local efforts to restructure heAlth care systems.

2. States should encourage rural school districts to develop distinctive ways of
restructuring, including closer integration of schools with other community
activities, active participation by p;hools in community development, sharing
services among districts, and provision of distance learning options.

3. States should gear highway and infrastructure investments to economic
opportunities and have economic des,lopment criteria that go into the planning
of these projects rather than basing decisions on a project-by- project bid basis.

Making the Most of Opportunities for Economic Growth

Another area that the governors have addressed with their recommendations is
economic development. Here we get into more traditional kinds of economic development
as the states are beginning to see and define their roles.

1. States should develop a statewide economic development plan that will orient their
economic development activities toward existing and new businesses.

2. States and rural communities should modernize their industrial recruitment
activities to take into account the strengths of local communities and to develop
a code of best practices so that the state experiences overall net job growth rather
than taking one plant from here and moving it over here and simply moving jobs
around.

3. States need to look at ways to provide technical assistance and better access to
financing for rural businesses.

4. States must look at worker training to make sure the work forces in those areas
are adequate to meet the competitive needs of the public rural economy. They
should invest in upgrading the skills of workers and encourage distinctive mu:.icls
such as locally designed block grants.
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The Federal Agenda or Rural America

The Economic Research Service provided the task force with a paper that looked at
how federal funds are distributed to rural areas. The majority of the funds come from
income maintenance programs that maintain the income of people in the area but do not
necessarily spur economic growth. Research and development funds tend to go to the
coast, whereas the majority of income in rural areas is social security and farm price
supports. Those are completely different kinds of spending. Since only the federal
government can redirect the nation's resources across state lines, the task force offered the
following agenda for a new federal commitment to rural America:

1. The mix of federal spending should be adjusted to encourage adaptation to
changing economic conditions in rural America. The current mix of federal
spending is skewed toward programs that maintain income rather than promote
economic change.

2. The federal government should consolidate and increase the flexibility of programs
that serve rural America so that local communities can determine what is best for
their residents and what programs will work to suit their needs.

3. Federal policies need to be more sensitive to rural interests and their impact on
rural America.

Let me conclude by emphasizing two concerns of the governors. Rural development
needs to be a bottom-up process in which local initiative is the driving force. State and
federal government loans are to assist local governments as they need it, technically and
financially where necessary. Secondly, states are finding themselves taking o-er the reigns
of economic development efforts. States must assume a leadership role in the new federal-
state-local alliance because they are taking initiatives that the federal government is wiable
to take because of budget policies.

I would like to close with a quote from the chairman of the Tank Force on Kura!
Development, Governor Terry Branstad of Iowa. He said that the real stars of rural
development are the citizens Li the communities. The states and federal government
should be in supporting roles to these citizens and their productiops. White once again
underscoring the need icy a FL ,lerai, state, an local alliance, we must look first to the role
of local leadership and initiative.
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Keynote Address: North Central Region

The Honorable George Latimer
Mayor, St. Paul, MN

It may seem somewhat absurd to you to have a big city mayor address a group of rural
development experts on the topic of rural development policy. However, it is my hope that
as someone not involved in the day-to-day concerns of rural development that I may be
able to offer some thoughts on what is missing from the current debate on solving the
problems of rural America. I am convinced that '.Here is a profound lack of public
understanding of the current rural crisis, and that this lack of understanding cripples our
cfforts to forge development policies that can work. Too little of what you know about the
conditions and prospects of rural America has become part of urban America's public
discourse. And none of us--big city or small town, expert or layman--knows enough about
how rural distress directly affects urban
America. We are all in this together. Until
we all understand your problems and their
connection to our problems, we cannot build
the political will and the well-reasoned
national, state, and local policy necessary to
rejuvenate our rural communities and
strengthen our nation as a whole.

I am told that the main goal of your
conference is to come to a consensus on
federal rural policy. Federal policy is certainly
a part of the solution. Some of you may even
think that federal policy is part of the
problem, but the federal role cannot be the
whole solution. State government has an important role to play and so does local
government. I believe that no package of policies can succeed unless it allows local
communities--government and private interests together--both the tools to rejuvenate
themselves and the opportunity t.., succeed.

After a period of "rural renaissance" in the
'60s and '70s, we are faced with the realiza-
tion that rural America is losing jobs, losing
business, losing people, and losing
confidence.

The Rural Crisis

It is no secret that rural America is troubled. Consider the foil_ .v...1g:

Poverty rate almost 50 percent higher in nonmetro than metro areas in 1986 (18.1
percent vs. 12.3 percent).

Non-metropolitan income as a percentage of metro income in 1986: 73.4 percent.

Non-metro population growth has slowed radically in 1980s: In 1983-86, metro
gained 1.2 percent annually, nonmetro .4 percent.

This set of problems is not limited to a particular geographic region or industry. It
is, as the Wall Street Journal recently characterized it, "a coast to coast, border to border,
collapse of much of our rural economy." After a period of "rural renaissance** in the '60s
and '70s, we are faced with the realization that rural America is losing jobs, losing business,
losing people, and losing confidence.

When many of us "city folks" think about the troubles of rural communities, we often
think exclusively of the drought or the loss of family fanisvery real and tangible images
oroadcast to our homes. They are, however, images of calamities out there -- things



happening to somebody else, things that do not seem to affect us very much. We have rot
done a good job of making the connection between rural distress and our own situations.
Those anecdotes on the evening news are not only touching, individual, human calamities
but also indications of a deeper, national problem. I think that lack of knowledge about
the latent effects of the rural crisis must be recognized by urban policymakers and by the
nation in general if we are to capture a sense of urgency about this problem and if we are
to move forward in developing solutions.

As you know only too well, the rural crisis is not simply a matter of unemployment
rate and production declines. It is an unraveling of the social fabric that holds these small
cities and towns together. Community leadership and capacity building for the future look
bleak when the town's "best and brightest" leave their parents for the city after high school
because they see no hope or opportunity in their struggling hometown.

As populations dwindle in many rural communities, those remaining behind often find
that life becomes mere difficult. The basic essential services that Americans take for
granted, such as food markets, medical care, banks, and education, are no longer readily
available. Fewer than 15 percent of all physicians practice in nonmetropolitan areas where
23.5 percent of the nation's population lives. Evidence suggests that the number of rural
physicians is decreasing. At a recent medical conference in the Twin Cities, new doctors
were wined, dined, and courted by rural community leaders desperate to find a general
practitioner or specialist for their town. More than 700 rural hospitals have closed in the
past 15 years and admissions declined by 22
percent between 1979 and 1985. Rural
hospitals are often forced to close because of
higher per person costs due to smaller
economies of scale and lower population
densities. The result is a declining level of
health care in rural America.

The same kind of sad story is true in
other aspects of life as food stores, other
retailers, banks, and other businesses close,
change branches, or reduce services. There
is a whole host of social service consequences
resulting from the rural decline that have not
received the attention they deserve. To make
matters worse, many small-town city
administrators face the ironic challenges of
trying to meet increased service demands at
a time when human and financial capital are
fleeing the community.

More than 700 rural hospitals have closed
in the past 15 years and admissions Je-
dined by 22 percent between 197Q and 1985.
Rural hospitals are often forced to close
because of higher per person costs due to
smaller economies of scale and lower popu-
lation densities. The result is a declining
level of health care in rural America.

Urban-Rural Disparities

While the rural crisis itself is absolutely staggering, the problem becomes even more
insidious when one considers the growing economic and social disparitie ; that are
developing between urban and rural communities. Between 1976 anti 198o, r ural areas
gained new jobs at only 43 percent of the rate of metropolitan areas. During the same
period, unemployment rates rose in rural America from 0.4 percent higher than the
metropolitan rate to 2.6 percent higher than the metropolitan rate. The Economic
Research Service of the U.S. Department of Agriculture projects that unles,-; rural
communities can change their mix of industries they will gain jobs for the rest of the
century at only 73 percent of the rate of metropolitan regions. A U.S. Senate committee
on rural development found that the incidence of substandard housing is three times as
high in rural areas as it is in urban areas.

There is, in short, a growing disparity between urban and rural economies. It strikes
me as ironical that when all of your rural experts got together to discuss rtn al development
policy, the place you chose to meet is a big city--the biggest city, in fact, between Chicago
and the West Coal. Of course, I understand why. Airfares are cheaper and connections

424.6



easier than to a smaller city (because of deregulation), and the facilities are more
economical in a metro area--maybe. But the irony is still there, and it tells us something
about the causes and effects of urban-rural disparities.

My concern about the level of disparity between urban and rural communities is not
simply altruistic. I am also very concerned about the implications for metropolitan regions
and the national economy of a continued decline in rural America. I am convinced that
the fates of rural and urban communities are inextricably linked. A healthy and productive
national economy that can be competitive in the international marketplace must have a
balanced population base in both metropolitan and nonmetropolitan areas, each with
economies and social support systems that are themselves balanced. And yet, we -lw

little about the relationship between the two types of areas.
Just a month ago I was asked by National League of Cities President Pam Plum., to

chair a special Task Force on Urban-Rural Disparities. The charge to the group of large
and small city officials and academicians that I will be convening this fall will be to examine
the nature and depth of disparity between the two types of communities and to better
understand their relationships. Let me share just a few examples of the issues we will be
examining.

Between 1985 and 1986, there was a migration of 500,000 people from rural to urban
communities. Between 1986 and 1987 the number rose to 750,000. How are these
population pressures being handled? How are increased pressures on transportation
systems being handled? Are there additional welfare burdens for central cities as a result
of this trend? Are rural migrants competing with the urban poor for scarce jobs? Can we
house more unemployed or underemployed people? What is the effect on urban schools?

The answers to thes° and other questions that the task force will address are of vital
concern to officials for both urban and rural communities. In a number of states, including
Minnesota, an ugly type of dissension is growing between urban and rural officials. Some
urban and suburban legislators are escalating their complaints that the metropolitan region
generates the growth and tax dollars and yet a disproportionate level of funds is being
channelled to rural regions. Similarly, given the deficit and Gramm-Rt, _man, it is only a
matter of time before animosity between urban and rural Congressmen increases over
federal funding priorities. The challenge before us is to develop a better uneerstanding
of the importance of the linkage between urban and rural economies and to create a
recognition that it is in the interest of the state and nation to have healthy and productive
economies in both urban and rural
communities. If we fail in this challenge, we
will fall victim to a senselessness and divisive
parochialism that will serve neither the
interests of urban or rural America.

In addition, by expanding the
understanding of rural problems by
metropolitan city officials and demonstrating
that they, too, are stakeholders in rural
communities, rural leaders will have developed
a powerful ally. It may sound trite, but we
really are "all in this together." Rural leaders
have a right to demand that their problems be
addressed. Urban leaders have a right to
expect that tax dollars from their communities
be spent wisely. Our goal must be to find our
"cammon ground" and work on solutions that unite us rather than divide us.

Anc;her crucial goal must be to specify, in our policy choices, the division of labor
among the levels of government and between the public and private sectors. The rural
crisis is everybody's problem and everybody has a chore to do, but we need to be thoughtful
about who does what. Federal policy choices are crucial because they govern the gross
workings of the economy, but the states can have a great effect, too. I believe fervently that
in rural America, as in urban America, the solution must come from the affected
communities themselves. The men and women in each rural community, in and out of

It is only a matter of time before animosity
between urban and rural Congressmen
increases over federal funding priorities.
The challenge before us is to develop a
better understanding of the importance of
the linkage between urban and rural
economies.
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government, have to have the tools to rejuvenate their communities. That is the role of big
government - -to make the tools available. But the solutions will come from within each
community as local partnerships are forged. We have to make sure that the tools exist and
that local communities develop the capacity to use those tools.

I have no illusions that the i Trban-Rural Task Force will solve all of these problems.
It will take the concerted effort of the people in this room and many others. However, if
we can begin to make urban residents better aware of the problems facing rural
communities, educate policymakers from both regions ccncernin., the linkages between
their economies, and harness the energy and political will of all of them, I am convinced
that we can begin to take meaningful steps toward rejuvenating America.

.... 10
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Rural Development Policy Issues
in the North Central Region

Janet Ayres, Purdue University

There are many critical issues confronting individuals, families, and communities in
the rural Midwest as they attempt to adjust to a rapidly changing environment. Many of
the stresses and challenges have been brought about b) he restructuring of the economy,
demographic changes, and federal policies. This paper will deal with three general issue
areas felt to be most pertinent to federal rural development policy debates.

The Economy of the North Central Region

Nearly 17 1/4 million residents live in the rural areas of the North Central Region.
They constitute 29 percent of the total population. The nonmetropolitan counties comprise
83 percent of all the counties in the region.

The economy of the rural Midwest is very diverse. People earn their living from a
variety of sources. However, the Midwest is unique with the predominance of two major
economic structures -- agriculture and manufacturing. On the average, 22 percent of the
nonmetropolitan counties in the region are dependent on marufacturing; 43 percent are
farming-dependent. Consequently, this region has been particularly susceptible to the
macro-economic forces of the early 1980s.

The diversity of the North Central
Region is apparent when comparing the
economic base of the Eastern states, including
Ohio, Indiana, Michigan, Illinois and
Wisconsin, and the Western states, including
Minnesota, Iowa, Missouri, North and South
Dakota, Nebraska and Kansas. In general, the
Eastern area is more urbanized and tied
closely to manufacturing, while the Western
states are more rut al and dependent on
farming. On the average, 44 percent of the
nonmetropolitan counties in the eastern region
are dependent on manufacturing. Ohio is most closely tied to manufacturing with 76
percent of its rural counties dependent o.-I this sector.

In contrast, farming is the dominant industry in the western part of the region.
Approximately 79 percent of the nonmetropolitan counties in North Dakota are farming-
dependent as are 73 percent in Nebraska and 65 percent in South Dakota. Agriculture is
also important in the eastern states but is dominant in only 18 percent of the
nonmetropolitan counties.

Another illustration of the diversity within the region is the amount of urbanization.
Ohio, one of the most urban states in the region, has 21 percent of its population residing
in nonmetropolitan counties, yet 57 percent of its counties are classified as rural. South
Dakota, on tae other hand, is one of the most rural states with 72 percent of the residents
living in nonmetropolitan counties. The sparse population is also evident in South Dakota,
which has an average of nine people pe- square mile as contrasted to 263 people per square
mile in Ohio.

Another significant economic feature in the Midwest is the aging of the population and
the inmigration of people over the age of 60 creating the growth of "retirement
communities" in some areas. Although this is not a dominant economic force in the North
Central Region, ror is it unique to this area, it illustrates the diversity of the economy in
the region and the potential for future economic growth in some areas. Approximately 12
peicAnt of the counties in the Midwest fall into this category. They are clustered in the

Rural counties comprise 83 percent of all
the counties in the North Central Region,
and rural residents constitute 29 percent of
the total population.
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scenic regions of Michigan (53 percent of the nonmetropolitan counties are classified as
Retirement Counties), Missouri (34 percent), Wisconsin (29 percent), and Minnesota (14
percent). In other communities, however, the aging population creates challenges with
increased demands for health care services, low-cost housing, available labor force and
community leadership.

The Midwest has only 15 counties classified as "Persistent Poverty Counties." These
are nonmetropolitan counties which have suffered high levels of poverty for long periods
of time. They are most prevalent in the Southeastern region of the United States.
However, poverty does exist in the Midwest, especially in areas of Missouri and South
Dakota.

The economic structure of the North
Central Region and the stress experienced in
agriculture and manufacturing in the early
1980s is reflected in the region's population
growth. As a whole, the region grew only 0.8
percent between 1980-1986, while the
Northeast region grew 1.8 percent, the South
grew 10.1 percent and the West grew 12.9
percent. The nonmetropolitan counties in the
Midwest fared even worse, growing only 0.3
percent. The rural areas in six of the
Midwestern states showed a slight loss of
population. Iowa experienced the most
out-migration of people and is the only state in the country to have a consistent loss of
population each year since 1981. This constituted a loss of 83,000 people.

The rural areas of the North Central Region, like rural areas throughout the nation,
are confronted with numerous social and economic challenges brought about by the major
structural changes in agriculture and manufacturing and by demographic changes. Because
of the concentration of both agriculture and manufacturing in the North Central Region,
the Midwest has been especially susceptible to these forces of change. This has resulted
in an overall stagnant rural economy.

There are many critical issues confronting individuals, families and communities in the
rural Midwest as they attempt to adjust to a rapidly changing environment. Three general
issue areas that are intricately woven together and surround the transition of the rural
economy in the Midwest are especially pertinent to the development of effective federal
rural development policies. These include creating growth in rural jobs and income,
financing rural services, and building human resources.

The region grew only 0.8 percent between
1980-1986. Iowa experienced the most out-
migration of people and is the only state in
the country to have a consistent loss of
population each year since 1981.

Issue: Creating Growth in Rural Jobs and Income

The rural economy is tied to and affected by worldwide economic forces.
International competition and a strong dollar served to put both rural manufacturing and
agriculture at a disadvantage in the first half of the 1980s. The rural areas have been
further weakened by their inability to capitalize on the shift to service jobs. Deregulation
brought new market forces to bear and as a result created additional economic stress on
rural areas. The net result has been a loss of jobs, lower incomes, net out-migration of
the population, and a growing disparity between urban and rural areas.

Declining Employment and Income In Agriculture

Advances in technology over the decades have made American agriculture highly
efficient and consequently have displaced many farm workers. The financial stresses in the
early 1980s accelerated this trend and brought the restructuring of American agriculture
to worldwide attention. The growth of many small part-time farms that earn most of the
Emily income from off-farm sources and a relatively small number of very large farms
which produce most of the nation's food ar.d fiber is likely to continue. The number of
middle-size farms is declining. With continuing advances in technology, especially in
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biotechnology, and the necessary international competitiveness in agriculture, efficiency will
likely increase. The end result will be fewer farms, larger farms and fewer middle-size
farms. The farms in the North Central Region are in the midst of this transition. From
1980-1987, 124,000 farms were lost in the Midwest.

Farm families and agri-businesses are tied to rural communities in numerous ways.
Many of the communities that are dependent on the middle-size family farm for retail
businesses, schools, health care, churches and other economic and social institutions are
currently stressed by the changes in the agricultural sector. As agriculture continues to
restructure, these farming communities will continue to decline unless alternative economic
strategies are adopted.

Agriculture in the Midwest is home to 41 percent of all the farms in the United States
and to one-half of the total U.S. farm population. One in seven rural residents in the
Midwest live on a farm. Looking at the to al rural economy, however, farm earnings
constitute only a small portion of total personal income. Due to severe financial stresses,
many farm families have become dependent on off-farm employment. In 1983, off-farm
employment accounted for as much as 72 percent of the total farm family income in certain
areas of the North Central Region.

A large portion of the most agriculturally
dependent counties in the country are located
in the North Central Region. It is likely that
this area will continue as a major agricultural
center. Foreign competition will demand even
greater efficiency in American agriculture and
advances in technology will drive the continued
restructuring of this sector of the economy.
Although some income growth will occur in
agriculture, employment will continue to
decline. Federal policies must be concerned
with adequate income levels for those farm
families that remain in farming, alternative
jobs for the displaced farm population, and the
emotional and financial stress of the farm
families caught in the transition.

Agriculture in the Midwest is home to 41
percent of all the farms in the United States
and to one-half of the total U.S. farm
population. Looking at the total rural
economy, however, farm earnings constitute
only a small portion of total personal
income.

Continuing Susceptibility to Changes in Manufacturing

Manufacturing is a major source of employment and earnings in the Midwest. The
high-priced dollar in foreign exchange markets not only affected agriculture in the early
1980s but had an equally devastating impact on rural employment and income within the
manufacturing sector. The Midwest was particularly susceptible to these macroeconomic
changes and the effects are reflected in the real earnings and unemployment rate of the
region.

The annual changes in real earnings in the Midwest had the highest rate of decline
during 1979-1982 and the lowest rate of recovery during 1982-1986 of any region in the
United States. The nonmetropolitan counties fared the worst. In the goods-producing
industries, (includes manufacturing and agriculture), the nonmetropolitan counties in the
Midwest had a higher decline of real earnings (-10.9 percent between 1979-82) than the
metropolitan counties (-8.1 percent), but had a s., tly higher increase between 1982-1986
(+3.9 percent) than the metropolitan counties ( +2.5 percent).

The unemployment rate in urban and rural areas in the Midwest has widened since
1979. In 1979, the rates were nearly the same, around 5.5 percent, and slightly less than
the U.S. average of 5.8 percent. In 1986, the U.S. average was 7 0 percent. The Midwest
metropolitan counties were near that rate at 6.9 percent. The unemployment rate in rural
counties was higher at 8.3 percent.

Of greater concern in the North Central Region, however, is the rate of
underemployment -- these workers who are out of a job, work for low pay or work too few
hours. The North Central Region tics the Southern Region with the highest rate of
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underemployed, 29 percent. Only about one-third are counted as unemployed. This has
direct economic effects, but it also bears significance on national policies. Many federal
jobs programs base their funding on unemployment rates and inadvertently direct benefits
away from rural areas and underestimate rural economic hardships.

Manufacturing, like agriculture, will continue to restructure in order to remain
competitive in an international market. Some older firms will close branch plants in
communities and displace workers, while others will open new branch locations or expand
existing facilities and consequently create new job opportunities. Advances in technology
wildead to new products and new business start-ups that will also create new jobs. As the
region's economy restructures, federal policies need to be sensitive to the short-term human
distress that is created as workers and their families are displaced, while at the same time
accommodate the longer-term economic transformation.

Transition to a Service Economy

Most new jobs will be in the service sector, primarily in business services, health
services, tourism, finance and insurance. Rural areas in the Midwest are struggling to make
the transition from a traditional goods-producing economy to a service economy. It is a
difficult process in rural areas because they have limited wealth and lack access to certain
critical resources necessary for the successful transition. Consequently, they are unable to
compete with the urban areas. These critical resources include access to knowledge of new
technologies and better educated employees; access to capital for business start-ups,
expansion of existing businesses and adoption of new technologies; access to interstate
highways and to airline facilities that offer competitive schedules and fares; access to
telecommunications, especially fiber optics;
and access to a high-quality living environment
that includes gond schools, health care,
satisfactory housing, and recreational and
cultural opportunities.

Rural areas in dose proximity to urban
areas can draw upon the resources offered by
metro communities. The disadvantaged
communities are those in the more remote
areas where resources and access to resources
are limited. Tourism, retirement centers, the
exploitation of natural resources and some
businesses which are not dependent on
location specific markets offer some job and income opportunities in these remote areas.
Entrepreneurs who are creative in exploiting local strengths, willing to take risks, and
successful it finding a market niche for needed goods or services are critical in these areas.
Federal, state and local policies should create an environment which encourages and
supports entrepreneurs, especially in the more remote rural regions.

Federal, state and local policies should
create an environment which encourages
and supports entrepreneurs, especially in
the more remote rural regions.

Growth in Retirement Communities

Nearly one-third of the country's nonmetropolitan elderly live in the Midwest. The
une 4ed income of the elderly (pensions, investments and government transfers) provides
money which can be spent on goods an services within the community. Nationally,
unearned income accounted for 33 percent of personal income in 1982. As the number
of elderly continues to grow, it is likely that many will be attracted to areas of the Midwest.
Thus, in some counties retirement income represents a substantial and increasing
percentage of total personal income. This has implications for federal policies, but
especially for state and local economic development Policies.
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Issue: Financing Rural Community Services

Community services such as water systems, housing, fire protection, schools, police
services, wastewater treatment systems, health care, ambulance services and recreational
facilities are some of the critical components to the quality of life in rural communities.
The quality of these services and facilities also affects the ability of communities to attract
new businesses. In many communities these services are either not available or they are
deteriorating. A study indicated that nearly 60 percent of rural communities in the North
Central Region have no public water supply. Only 26 percent are served by a wastewater
treatment plant. About 18 percent of rural communities have more than 67 percent of
their pipelines over 50 years old. While the issue of adequate community services is not
unique to the North Central Region, it is an important issue to the revitalization of the
rural Midwest.

In large part, federal grants and aids have provided funds for communities to develop
or expand their public services. Government aid in recent years has been eliminated or
significantly reduced. The problem is further exacerbated by the fragility of the economic
base which provides local revenues in the rural communities. The value of agricultural land
has declined substantially thereby reducing the property tax base in farming counties. For
example, between 1980-1987 the average value of farmland in Iowa declined 59.3 percent
and declined 54.6 percent in Minnesota.
Consequently, many nonmetropolitan
governments are faced with limited revenue
generating sources to meet increased demands
for quality services. The result is severe fiscal
stress in many communities. This was found
to be most prevalent among the
nonmetropolitan local governments in the
eastern North Central states.

It is expected that the physical
infrastructure in rural areas will continue to
deteriorate and that local governments will
experience increased fiscal stress. This
infrastructure is critical to the quality of life
in the community and to economic
development. While some communities will
"downsize" their services or find alternative
ways to provide necessary services, many will
not be able to do so. Federal monies will be needed to develop new services and to
upgrade many others to protect the environment and the health and well-being of the rural
residents.

Financing rural services is a critical issue, but equally important is the issue of
management and decision-making capability of local policymakers and service operators.
Creative new ways are needed to provide services more efficiently in rural areas.
Educational programs on alternative service delivery systems and on better management
practices are essential to enable local leaders and employees to incfease service efficiency
and stretch reduced budgets. This function perhaps can best be served at a state level.

Surrounding the issue of rural services is the disparity of federal funding in rural and
urban areas. In 1980, per-capita federal funds for human resource programs (education,
food and nutrition, health and social services) were $51 in rural areas and $86 in the cities.
In 1985, per capita federal expenditures for all functions were $3192 in urban counties and
$2478 in rural counties, 22 percent less. The issue of disparity which places rural
communities at a disadvantage should be addressed at the federal level. States should also
consider their policies and funding allocations for similar differences.

The issue of disparity between rural and urban areas is perhaps best illustrated in the
area of health care. Although health care in general has improved in this country, the rate
of health care improvement in urban areas has far outstripped that of rural areas, and the
gap is widening. Many studies have shown that rural Americans are a population at risk

In 1985, per capita federal expenditures for
all functions were $3192 in urban counties
and $2478 in rural counties, 22 percent less.
The issue of disparity which places rural
communities at a disadvantage should be
addressed at the federal level. States
should also consider their policies and
funding allocations for similar differences.
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in nearly every major disease category, and, at the same time, underserved by practically
every type of health professional. Nationally, rural populations are vulnerable to a high
incidence of modern chronic diseases because they are poorer, less educated, and older.
In the Midwest, health cart is especially significant because of the stress created by the
restructuring of the economy and by the high proportion of elderly. One in seven i esidents
are over the age of 65 in this region. Studies have shown that rural older people ate twice
as likely as those in urt an areas to be in lower health status categories. Thus, the situation
suggests the need for considerably more health care services. Yet, in reality, the reverse
is true as most health professionals and services are located in the urban areas. In order
to make today's technology in the medical profession affordable, large multispecialty clinics
and hospitals have been established in the more populated urban areas that can guar: atm
high utilization by insured patients. Such technology is beyond the finan(al and geographic
reach of many rural practitioners. Health care professionals, desiring and needing to be
up-to-date with the latest technology, are finding rural communities less attractive places
to practice. Consequentiy, rural health care becomes less accessible to the people who
need it the most. Furthermore, the lack of quality health care in a ,:ommunity makes it
less desirable for potential new businesses and industries. Not only are individuals and
families disadvantaged by an inadequate health care system, but tl , total community suffers
as it attempts to grow and develop. In terms of federal policy, the issue is one of
developing a system whereby rural residents have access to needed health care services and
facilities, thus narrowing the gap between rural and urban areas.

A final issue relative to rural services is the current lack of technologies and skills in
nonmetropolitan areas needed to take advantage of the Information age: Most businesses
today are dependent on people's ability to organize, store, retrieve, and transmit
information. The rural areas ai lacking the technologies (modernized telephone systems,
two-way satellite communication, 2nd links with fiber optic networks) and the people with
the skills to operate these technologies. Once again rural areas are at a disadvantage with
urban areas to compete for new business development. This is an issue that perhaps can
best be addressed at the national level.

Issue: Developing Human Resources

The quality of the labor force is intricately linked with the economy of the region.
On the average, the rural educational attainment level is lower and the average high school
dropout rate is higher than in .7.ban areas.
The relatively low skill, low-wage occupational
structure in rural areas is related to the low
educational attainment of rural workers. In
order to take advantage of the white-collar
jobs in the service sector, education becomes
a critical factor. For youth still in high school,
the curriculum and quality of education
offered in the rural schools is becoming
increasingly important. For the displaced
industrial workers, displaced farmers and
other proprietors and members of their
families -- many of which may be facing a shift
from production jots to white-collar jobs in
the service sector -- career counseling, job
training and retraining are also critical needs
in the rural Midwest.

Both the state and federal governments have a role to play in ree education of all
citizens, but especially to narrow the gap in educational attainment between rural and
urban areas. Human resource policies are also needed to equip rural people for the major
changes they are experiencing and will experience in the future as the regional economy
continues to change. Measures to increase the quality of the labor force in rural areas is
critical to the ability of the region to move more effectively into a service economy. Not

The quality of the labor force is intricately
linked with the economy of the region. On
the average, the rural educational attain-
ment level is lower and the average high
school dropout rate is higher than in urban
areas.



all displaced workers, howf_Arci, will be able to make a successful transition to new jobs.
Older workers and those who lack basic educational skills will be difficult to place. They,
along with many of the long-term rural poor, will be dependent on federal and state
programs.

A second human resourc° issue deals with local leadership and the ability of rural
areas to effectively adapt to ever-pressing changes. While state and federal policies are
critically important to the revitalization of rural America, in the end the primary
responsibility for making appropriate decisions and taking actions to improve rural areas
lies in the hands of local leaders. Most rural communities depend on volunteer leadership.
As a result, many of them do not have the time or resources to keep abreast of the new
developments and technologies necessary to the operation of local government or to gain
a competitive edge on business development.

The problem of leadership is further exacerbated by the out-migration of younger
people, especially in the North Central Region. This sustained out-migration has left the
nonmetropolitan counties with a lower share of people in the prime working age group of
20 to 44. Not only is this a serious constraint on future rural job growth, it also creates
a vacuum in leadership. creative leaders who view change as inevitable and as a situation
filled with unlimited possibilities for positive responses and who are willing to commit the
time and energy necessary to involve others in revitalization efforts are critical to the future
of the rural Midwest. Educational programs to develop new rural leaders and to enhance
the skills and abilities of existing community leaders and policymakers are needed to
increase the capacity of rural communities to take charge of their own destinies. This
function, however, may best be served at a state level.

Summary

Increasingly rural areas have been disadvantaged by national and international
markets, macroeconomic policies, changing industrial and employment structures,
demographic shifts and an aging population. Rural residents have lower incomes, lower
education, higher median age, and poorer health than those in urban areas. The problems
are further exacerbated by federal policy disparities that put rural areas at a disadvantage
and provide inequitable access to critical resources with which to solve their own problems.
While the issues discussed in this paper are relevant to all rural areas in the United States,
the North Central Region has been perhaps
the most vulnerable in the 1980s due to its
economic dependency on agriculture and
manufacturing.

As rural development policy debates
ensue, there are several critical issues in the
North Central Region that come to the
forefront. One concerns the entire
restructuring of the rural economy, a process
that involves creating more jobs, increasing
income levels and assisting individuals and
families caught in the transition. Inherent in
debate over this issue is the crestion of
accessing critical resources, such as knowledge
and capital, to enable local rural leaders to
pursue economic development activities. Tied to this is the education, job training and
retraining of the rural labor force in order to meet future employment needs.

The financing of an inadequate and deteriorating rural infrastructure is also a critical
federal concern. More efficient delivery systems for all rural services are important issues,
but a more equitable rural health care delivery system and an information technology
network are especially imperative for the health and well-being -I individuals and families
and for the economic growth of businesses and communities.

The ultimate actions to revitalize the rural Midwest reside with the rural residents
themselves. However, they must possess the knowledge, skills and access to critical

A more equitable rural health care delivery
system and an information technology
network are especially imperative for the
health and well-being of individuals and
families and for the economic growth of
businesses and communities.
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resources to bring about desired changes. The federal government has a role to play to
ensure that rural areas are not at a disadvantage due to feileral policies and programs.
Furthermore, there is a critical need to address those individuals and families who are
unable on their own to adapt to the transition of the Midwest's economy.
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RurPI Leadership Policy

Daniel Otto, Iowa state University

Profound economic and societal changes have forced rural community leaders to
confront dificult and fundamental public policy issues on economic and institutional
organization. In the rural Midwest, these long-term changes include:

Global macroeconomic shock.) to trade sensitive sectors.
Increasing fiscal stress for local governments.
Declines in farm numbers and farmland values.
A lack of a diversified economic base.
Shifts and migration of rural population.
Declining enrollments in rural schools.
A ging of the rural population.
increased costs of rural health care services.
Evolving employment and trade area patterns.

These emerging changes in the structure of communities are particularly acute in rural
areas with a strong dependence on agriculture.

Structural changes of the magnitude experienced in recent years raise a strategic
question for rural leaders. At issue is the problem of finding ways for rural communities
and their institutions to restructure and remain viable in the future. These structural
changes are readily apparent in numerous local government institutional problems and
rural policy issues such as school restructuring, local government restructuring, rural health
care for the elderly, water qualit: , waste management, road costs, regional banking,
agribusiness consolidation, and organization of rural econonic development initiatives.

These structural changes are developing
at a time when the experienced power
structure leaders of many rural communities
have retired or been decimated by the farm
crisis and its impact. The result has been a
leadership void in many rural communities.
Therefore, there is a need for a new
generation of leaders with the decision-making
capacity and expertise to fill the voids where
they exist.

Because community aad rural
development initiatives are often limited by
the external policy environment and global
economic performance, leaders can easily become overwhelmed by the complexities and
multitude of challenges faced. Also, each structural issue presents its own unique subject
matter and set of constraints to add complexity A decimated power structure does not
provide the highest odds that objective information on structural options will be available
for young and established leaders in many rural communities.

Without a systematic approach to dealing with these issues and outside technical
assistance, many local government officials and decision makers may be reluctant to take
aggressive actions for fear of making wrong decisions. This hesitancy can often be
compounded by a perceived inability to develop a common understanding of the problems
and options available. Myths and emotions guide policy decisions in the absence of factual
data and experienced technical expertise. The result is an inability to form coalitions of
broad interests to position rural community institutions, public and private, for the future.

The issue of developing effective leadership
and decision-making capacity is at the heart
of what the Midwest group has defined as
the major rural development problem facing
the region.
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The issue of developing effective leadership and decision-making capacity is at the
heart of what the Midwest group has defined as the major rural development problem
facing the region. The remainder of this paper will review the historical context of efforts
to develop decision-making capacity in rural areas, examine the critical issurs that present
programs attempt to address, examine the federal role, and discuss policy options for
dealing with the leadership crisis in rural areas.

Historical Context

There is very diverse literature on approaches to develor 'rig leadership and decision-
making capacity from private and public sources. This review will focus on two major
approaches used within the land-grant system to improve the leadership and
decision-making capacity of rural communities. These are community leadership programs
and policy education/strategic planning programs.

Leadership Skill Programs

A literature review of research on community leadership programs describes the major
approaches to leadership development as having rather diffuse origins. Five major
approaches outlined in this literature include:

Trait Analysis. Leadership is conceived to be a person's influence on a group 3f
people. It is thought that certain leader's traits cause certain responses
followers. Thus, the trait research has focused on identifying characteristics that
distinguish leaders from followers and effective leaders from ineffective leaders.
Many researcher: criticize trait research for being too inconclusive. They assert
that no reliable or coherent pattern exists and that the search for a set of universal
leadership traits is futile considering the number of situational variables that affect
the ex -i- of leadership.

Behavioral Analysis. Although behavioral analysis also centers on leadership as
a person's influence on a group, the influence is thought to be caused by the
leader's behavior patterns as opposed to personal traits. In other words, certain
leader behavior causes certain responses in followers. The behavior research has
attempted to identify tke most effective sets of leader behaviors.

Situation-Contingency Analysis. Situational-contingency analysis still views
leadership as influencing others. But the influence is affected by contextual factors
or "situational contingency." Thus, leader traits and behaviors modified by
situational contingencies cause certain responses in followers. Research supporting
this approach has aimed to discover the most effective leader traits, given specified
situational variables. Much research is currently being conducted on
situational-contingency orientation and is widely accepted as the leading paradigm
in leadership research. Four variations of situational-contingency theory are
described as follows:

Contingency Theory proposes that leadership effectiveness depends on the
interaction between a single personality trait and the favorableness of the
situation.

Leader Match Theory is a self-paced program designed to teach leaders to
analyze their leadership orientation, diagnose critical situational variables and
understand the contingency model. If orientation and situation favorableness
are mismatched, leaders are advised to adapt the situation to fit their
orientation and are given suggestions for doing so.
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Path-Goal Theory is based on the premise that a leader can increase
follower satisfaction and performance by clarifying and facilitating paths to
goals and providing rewards that are contingent upon achieving goals.

Normative Decision Theory is a prescriptive theory of leader
decision making behavior that prescribes how leaders should make c sions,
given specific situational variables. According to the theory, the effectiveness
of a decision is determined by three criteria: its quality, its acceptance and
support of followers, and the time required to make it.

Transactional Analysis. Transactional analysis suggests that the influence
exerted in leadership situations is recognized as a reciprocal exchange between
leaders k. n d followers. In other words, leadership is a transaction in which
leaders and followers are mutually influenced and respond in an exchange
process. Research on this approach has focused on how the leader-follower
relationship develops and changes over time and what kinds of exchange
processes are most effective.

Attributional Analysis. In attributional analysis, each individual has certain
concepts about leadership and certain exrz.ctations about how effective leaders
should behave. In order fo. a leader to )e effective, he or she must measure
up to a follower's perception of a leader. Thus, leadership is a perceptional
construct attributed to others by those involved in a leadership situation. An
effective leader is one who is perceived as effective. Attribution research has
attempted to describe individual perceptions about effective leadership, the
analytical process of attributing leadership to others, and the processes used
by leaders when attributing follower behavior to certain causes.

Much leadership training has been trait-related. For example, many Cooperative
Extension Sei vice (CES) programs have focused on self-awareness and assertiveness as well
as the skills and knowledge needed for effective communication, decision-making, problem
analysis, time management, goal setting, team management, conference management, and
change implementation. Knowledge of the social structures and forces affecting public
decision making is another important topic in CES leadership programs. These programs
demonstrate that CES program planners have long recognized the importance of developing
or building ttp specific traits, skills, knowledge, abilities, and capacity.

Leadershir Issue Programs

In contrast to the heavy focus on individual skill development of the community
leadership programs, ere public pc .cy education and strategic planning processes focus on

.lyzing the powe tructure and issues of concern, then providing a significant subject
matter content int the decision-making process. The characteristics of the policy
education/strategic planning model perhaps can be best described in the framework of the
Issue Cycle (Figure 1). The Issue Cycle or Evolutionary Cycle is useful for breaking public
policy issues into phases that help identify teaching tasks that are appropriate for educators
in helping to resolve issues. These steps which have been summarized in a publication by
House and Young include the following stages:

1) Concern Stage. A concern develops if something exists in the life of a person
which is not consistent with their vision of what should exist.

2) Involvement Stage. As a concern is shared with others, importance may grow
or decline, depending upon the involvement of others who share similar concerns.

3) Issue Stage. The issue stage merges as more leaders and interec ..1 citizens
become involved and the discussion of the concern clarifies and defines the issues
as the problem emerges.

4) Alternative Solutions. Discussion of the problems generates different ideas on
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8. Evaluation

7. Implementation

1. Concern

Now6. Decision

5. Consequences

2. Involvement

3. Issue

4. Alternatives

Figure 1. Phases of Issue Evolution

what could be done. Ideas are shaped into the alternative solutions for solving the
problem.

5) Consequences Stage. Each alternative is analyzed for its probable consequences.
Each alternative results in different gainers and losers in terms of who pays and
who benefits from the change.

6) Decision Stage. At some point, the power structure makes = rolicy decision.
The choice may be to do nothing or to make a change.

7) Implementation Stage. After the policy decision is made, implementation of any
new policy occurs. This may involve changing administrative rules and institutions
to implement the new policy.

8) Evaluation Stage. As the policy is being implemented, noticeable impacts may
occur. The actual consequences of the policy will be evaluated by the aff..cted
public. This evaluation can give rise to new concerns which may or may not start
the issue cycle all over again.

The historic origins of policy education date back to an educational workshop in 1951
involving economists and extension workers from land-grant colleges, USDA, Farm
Foundation, and outside consultants. This group set forth the public policy education
objectives which were to be developed in individuals:

An active interest in public policy problems.
An understanding of the facts and principles if ved.
The atility to make judgments on public policy issues on the basis of a critical
examination of the evidence and logical thinking.
A desire and ability to participate effectively in the solution of these problems.

The alternative-consequences approach strives to present the problem, alternative
solutions and consequences of each option leaving to the public the job of appraising the
policies in light of their own values. In this approach the educator must be perceived as
a credible and objective source of both information on the problem and alternative
solutions to the problem.

In contrast to policy education, the historical roots of strategic planning are from
different origins. Strategic planning has its roots in the long-range planning processes
developed by business schools and applied in private business and industry. The concept
was to provide a means for systematically evaluating the :rends in the developing
environment and planning the appropriate positioning of the firm in the external
environment.

Such strategic planning processes have recently been borrowed and applied to
communities facing structural change. Such approaches are similar to policy education in
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that latent leadership skills are presumed to exist ar the focus of the program is on
providing subject matter input into local decision-making processes. This is done by
clarifying community strengths, weaknesses, opportunities and threats, then proceeding to
clarify goals and to develop strategies, implementation plans, and evaluation criteria.

As a result, the strategic planning process is similar to the policy issue cycle. And the
strategic planning and policy education processes are similar in that the; arc oriented
toward issue resolution and decision-making processes rather than the development of
personal leadership skills.

This review of two major approaches to leadership and capacity buildin;,-, in rural
America suggests that no consensJs exists on the most effective approach and that neither
has guarantees on the outcome of such efforts. Both approaches to leadership
development may have merit.

Critical issues

How to Build Leadership Decision-Making Capacity

Major demographic changes in recent decades have realigned economic, social and
political relationships in rural areas. Attention and research must be refoce- Al to address
evolving decision-making capacity of rural leadership under a variety of social and
economic conditions. Er.,erging patterns of rural governor nt are creating demands for
technical and institutional innovations. Because of rural change, rural government and
organizations face numerous needs related to adult decision-making z.apacity, needs such
as financial capacity expertise, management expel Else, consolidation ar d negotiation skills.
Leadership development and policy education programs can play a nix in developing this
capacity.

Several questions about the appropriate program design remain. Should leadership
skill programs and leadership issue programs be integrated or can they co-exist
separately? What is the appropriate amount of resources and effort that should be devoted
to each? Are the present private institutions and social organizations sufficient for
developing leadership skills or sub:tct matter expertise? How do you know where there
is a leadership void or issue subject matter void? How much time should rural leaders
devote to leadership roles? What is the skill and knowledge ',Iventory of these leaders?
ghat is the approrriate ratio of leaders per 1,000 population?

In addition, different organizations utilize leadership differently. What is the inventory
of these organizat;ons? Do different sized organizations use leadership differently? How
do these group,: attempt to influence public policy opinion and policymakers? Are there
differences between rural and urban organizations?

Determining the Research-Based Information Needs

Along with the need to develop individual and institutional capacity for dealing with
complex issues and change, there is an important role for research-based information,
carticularly for issue-oriented programs, institutional innovations and success stories from
similar communities. Local institutions, including government, have a variety of problems
in developing useful and relevant information upon which they can base their decisions and
carry on the functions of their organization. They are geographically separated and find
it difficult to share information without large or full-time staff, and they seldom have access
to a wide variety of appropriate sources. Rural leaders are more likely to find information
relevant if they can relate the information to their own environment. The wide range of
critical issues and public service needs in rural areas suggr is a wide range of issues and
technical concerns that requ:re additional and specialized . zsearch-based information.

Identifying Issues, Options, and Consequences

Local leaders may not know the full extent of issues they face or the range of options
and assistance available and their consequences. Therefore, local leaders may require
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injection of technical expertise from outside. Budget constraints may also limit the number
and types of options they might consider. In recent years, the federal government has been
shifting more responsibilities for these issues to state and local government without
providing resources. Support of efforts to deal with these issues may also be a low budget
priority for federal and state governments.

Federal Role

This paper has attempted to outline two approaches for assisting rural communities
to deal effectively with the critical issues they are currently facing. The discussion has
suggested a role for both the development of individual skills and capacity, as well as the
need for and importance of research-based information for dealing effectively with these
issues.

The pctential justifications for federal involver tnt include:

Inattention to the problems of rural areas would likely hasten the decline of
population and economic base and adversely affect other regions of the country.
Because the federal government has a stake in the future of rural communities and
their residents, they need to support efforts, such as leadership and capacity
building programs that attempt to revive and sustain rural areas.

Equity considerations can justify a federal role. Rural leadership has suffered
from a history of inadequate attention to rural education -- a problem that is not
likely to be solved without federal assistance.

State and local budgets are stretched to the limit. Federal assistance is essential
for solving complex problems.

The appropriateness of the federal -ole in developing rural leadership decision-n- Acing
capacity may depend upon the program design and research needs. Therefore, perhaps it
is appropriate to consider the program design options and research needs before
determining the appropriate federal role.

Federal Options

Status Quo. Leadership programs are currently stretched to their limits based
upon local and state funding. Without increased federal involvement, rural
communities are likely to attempt muddling through dealing with issues as they
arise without considering broader issues or using a more comprehensive approach.
Many communities would not be able to master sufficient leadership resources to
deal with critical issues.

Privatization. This alternative would focus on leadership capacity building through
either skill development or through subject matter (issue-oriented) development
with private resources such as Dale Carnegie courses and management workshops.
Existing public leadership programs such as those provided by the Co-perative
Extension Service would be eliminated. Reliance on the private sector to provide
a public good such as adult education typically results in an underinvestment.
Communities with higher levels of income and access to private sources may be
more successful at developing leaders and dealing effectively with issues. The
more severely affected rural areas will have less access.

Multi-State Regional Training Centers. This alternative would provide additional
federal resources to multi-state regional centers for promoting leadership and
capacity building. Leadership schools would be conducted on-site and off-site.
Subsidies for attendance would be provided based on need. To minimize cost,
programs would be coordinated with those offered at existing institutions including
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universities and quasi-private agencies. Existing facilities could be utilized for
many of these leadership activities. An expanded multi-state approach would allow
for kiterstate comparison of ideas and approaches as well as providing a broader
perspective of federal issues and constraints. It would take advantage of limited
resources and economies of size in training activities.

Block Leadership Grants. Provide additional federal resources to individual states
to allow in-state organizations such as the Cooperative Extension Ser'ice,
community colleges, or quasi-private leadership groups to conduct leadership
development or capacity-building programs. This approach would allow more
individualized leadership programs adapted to local resources and issues. Federal
resources would more likely be directed to organizations that currently work with
community leaders. These service providus might be more readily available for
implementation of such programs.

Technical Assistance. This alternative would place emphasis on issues-oriented
analyses by identifying options for dealing with specific issues and evaluating their
consequences. A matching fund l.)lock grant would be provided each state (based
on rural population) for analyzing issues identified by local government units.
Each analysis would be accompanied by an educational program presented in the
options-consequences or strategic planning framework.

Priorities

There &re no short cuts to developing leadership. In the short run, a combination of
technical assistance and skills leadership assistance is probably essential. In the longer-run,
attention must be given to providing a strong long-term educational base with economic
opportunities that attract talented individuals to live in rural America.
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Rural Development Policy Issues
in the Northeast

Christine K. Ranney, Cornell University

The purpose of this presentation is two-fold:

To weave a series of dry statistics into a fabric that will reflect the essential texture
and characteristics of the rural Northeast.
To highlight and prioritize the major rural development issues of the region.

Current Econon 'c Status

The best one-word characterization of the rural Northeast is diversity. The region
includes the New England states of Connecticut, Maine, Massachusetts, New Hampshire,
Rhode Island, and Vermont; the Mid-Atlantic states of New Jersey, New York, and
Pennsylvania; and the somewhat Southern states of Delaware, Maryland, and West Virginia.
A great deal of diversity ( Afists within the region and between the rural Northeast and other
rural areas of the country.

The differences between regions may have arisen, in part, as a result 9f the resources
specific tc each region but also as a result of the historical settlement pattern of the nation.
The Northeast was settled first and was the
first region to industrialize and experience a
rural renaissance. Perhaps the region is also
the first to grapple fully with the implications
of post-industrial society. Whatever the source
of the differences, the rural Northeast differs
from other regions in some important ways.
While the following characterization only
highlights those differences, more detailed
ii formation is provided in appendix tables

The Northeast experienced the "non metropolitan turnaround," with
nonmetropolitan areas growing faster than metropolitan areas, in the 1960s, one
full decade earlier tnan the rest of the country. This turnaround continued through
the 1970s in the Northeast and began to show by the end of the decade. While the
Northeast, along with the Midwest, grew more slowly than the South and West
from 1980 to 1984, the nonmetropolitan Northeast continued to grow twice as fast
as metropolitan areas of the region during that period.

The traditional connection between ruralne ;s and agriculture does not hold for the
Northeast. Unlike all other regions of the country, not one nonmetropolitan
county in the Northeast can be classified as farming-dependent. Such counties
have 20 percent or more of total labor and proprietor income from farming.

Manufacturing has been shiftirg away from the Northeast and portions of the
Midwest to the Southeast. In 1979. ;I; Northeast accounted for only 9 percent of
total nonmetropolitan counties designated as manufacturing-dependent. Counties
are so designated if 30 percent or more of total labor and proprietor income is
involved in manufacturing.

Unlike all other regions of the country, not
one nonmetropolitan county in the North-
east can be classified as farming-dependent.

If all prodt,etion is divided into two categories, goods and services, the rural
Northeast had a slightly higher percent of employment in services than rural areas
nationwide in 1983. The rural Northeast experienced a 3.1 percent reducti- n in
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goods production employment and a 1.0 percent increase in services employment
between 1979 and 1983. By 1983, almost 70 percent of rural employment in the
region was in services.

Rural employment in the Northeast declined between 1979 and 1983 but this
decline was smaller than nonmetropolitan areas around the country. The decline
was 0.4 percent in the Northeast and 0.7 percent for rural areas nationwide.

The unemployment picture in the rural Northeast was worse than that of the
nonmetropolitan United States. The rural Northeast experienced unemployment
rates of 8.6 and 9.3 in 1900 and 1984, respectively, compared to nationwide rural
unemployment rates of 8.0 and 9.1.

Unhke other areas of the country, persistent poverty in the Northeast is largely an
urban problem, not a rural problem. The only state in the region with persistent
poverty nonmetropolitan counties is West Virginia.

Personal income per capita for rural areas in the Northeast has been consistently
higher and has grown faster than the average for rural areas nationwide. Rural
Northeast counties had personal income per capita of $7,762 in 1980. This was
slightly higher than the comparable figure for the nation. By 1983, the
nonmetropolitan Northeast had per capita income of $9,592. In 1983 dollars this
represented a 2.2 percent increase for the rural Northeast compared to the national
increase in nonmetropolitan per capita income of 0.9 percent.

Adult residents of the rural Northeast aged 25 and over were somewhat more
highly educated than rural residents nationwide in 1980. ApproLimately 38 percent
and 13 percent graduated from high school and from college, respectively, as
compared to the corresponding figures for rural areas nationwide of 35 percent and
12 percent. Since then, a migration pattern has developed that has disturbing
implications for the Northeast. Net migration rates for 1985-86 show that the
region's tonmetropolitan areas exhibited higher rates of loss of adults with
bachelor's degrees than any other region.

While the characteristics list, above differentiate the rural Northeast from the rest
of nonmetropolitan America, they do not reflect the diversity that exists within the region.
Personal income per capita, unemployment rates, and educational attainment levels vary
greatly across the region:.

Rhode Island was the only state in the region in 1983 with a nonmetropolitan per
capita personal income that was higher than metropolitan personal income per
capita. In that year, nonmetropolitan per capita personal income was almost 102
percent of metropolitan per capita personal income. In contrast, New York's
nonmetropolitan per capita income was only 69.5 percent of metropolitan New
York per capita income. In the same year, Massachusetts had the highest
nonmetropolitan per capita income, $12,841, and West Virginia had the lowest,
$8,405.

The distribution of unemployment across the region also exhibits extreme variation.
The states with the highest nonmetropolitan unemployment rates in 1980 and 1984
were Maryland with 10.7 and West Virginia with 16.6, respectively. New
Hampshire's nonmetropolitan counties experienced the lowest unmployment
rates in both years, 4.7 for 1980 and 3.9 in 1984. The changes in unemp:lymew
rates more clearly depict the extreme variation aci.oss the region. Connecticut's
employment picture improved the most with a 31 percent decrease in the
unemployment rate between 1980 and 1984. West Virginia's employment picture

61
C



worsened the most. It experienced an increase in the unemployment rate of over
67 percent which may be explained by the depression in mining and oil industries.

Nonmetropolitan educational attainment of less than high scho'l ranged from 18
percent in Massachusetts to 48 percent in West Virginia in 1980. In the latter state
and in Pennsylvania, only nine percent of the adult population aged 25 and older
living in nonmetropolitan areas had attained a bachelor's degree or more. In fact,
in those two states only 18 percent had attended or completed any college courses
by 1980.

The diversity within the rural Northeast and between rural areas of the region and
other regions suggests that rural development issues vary dramatically from place to place.
Such variation implies that nationwide or even statewide rural development policies cannot
address all the problems. This does not mean that local governments must be solely
responsible for rural development. The various levels of government -- federal, state, and
local have differing responsibilities and also exhibit different comparative advantages in
raising revenues, determining the preferences of constituents, designing policies and
implementing programs. Regardless of the
region, the strategy for addressing a particular
rural development issue must take into
account such comparative advantage Building capacity to cope with change is the
differences to be effective. In addition, overriding rural development issue for the
beyond possible public sector policy initiatives,
the option of allowing the private sector to Northeast.
operate unfettered must always be considered.
Thus, questions of which sector -- public or
private -- and which level of government
should aszine responsibility are inextricably
involved in r ldressing any given rural development issue. These questions are addressed
here as the primary rural development issues in the Northeast.

Strategic Issues

Capacity Building

Building capacity to cope with change is the overriding rural development issue for the
Northeast. As rural-urban-national-international linkages become more complex, changes
in external factors have major effects upon rural areas in the Northeast. Rural areas of the
region were particularly hard hit by the recession. Indeed some areas have yet to recover.
Structural change from manufacturing to services is rgoing and affecting the viability of
the rural areas of the Northeast. Population shill. .vay from the region along with
continuing trends toward population deconcentration and metropolitanization within the
region generate an absolute population decline in some of the region's rural areas and
rapid growth in others. Both cause stress, but dealing with decline and growth require
different coping mechanisms.

Four capacity-building strategies can be identified for enhancing the ability of the rural
Northeast to cope with change:

Building human capital.
Broadening the base of rural economic activity.
Maintaining and improving the infrastructure in the rural Northeast.
Enhancing the information base and management skills of local government
officials.

While four separate strategies have been highlighted, there are interconnections among
them. The task of promoting rural economic development becomes more complex as the
factors that affect development become more complex.
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Building Human Capital and Diver 'fication

Providing for employment growth and stability in the rural Northeast will require
substantial strategic investment in human capital ; complementarity between human
capitol building and diversifying the rural econon owe has been noted by others as being
important for economic development in advanced economies. :t is no surprise, then, that
New England has the highest level of education and has shifted most toward service sector
and high-technology production, while West Virginia, with a primarily resource-based
economy, has the lowest level of educational attainment. The Mid-Atlantic states fall
so-- ewhere in the middle and are moving slowly toward providing alternatives to traditional
manufacturing. The issue for future development then becomes one of ensuring that the
population of the rural Northeast has appropriate education, training, and retraining
opportunities to meet the job requirements of a post-industrial economy. The responsibility
for ensuring general educational achievement, given the mobility of the population and the
public-good nature of education, should be shared by all levels of government. Manpower
pro-,x arm foi. training and retraining employees may need to be handled by states and local
go ernments in partnership with firms and with an important emphasis on efforts to
diversify the economic activities of rural areas.

Maintaining Infrastructure

There is increasing evidence that maintaining infrastructure is an important
determinant of economic growth. A recent study by David Aschauer at the Federal
Reserve Bank of Chicago showed a very strong link between productivity growth and public
capital investment. Japan invested 5.1 percent of output annually in infrastructure and
experienced 3.3 percent annual growth in productivity between 1973-85 while the United
States invested 0.3 percent per year and experienced productivity growth of 0.6 percent
per year over the same period. The arguments for a well-maintz:ned infrastructure are that
it contributes to expanding the economy and to improving the standard )f living.

For the rural Northeast, keeping up with infrastructure maintenance has been difficult.
A recent survey of the availability and condition of public facilities in rural areas of the
country showed that the Northeast and North
Central regions are most likely to be lacking
public water supply and waste water treatment
facilities. Where they do exist, they are more
likely to be in faulty condition. Furthermore,
almost all rural communities surveyed in the
Northeast at_ responsible for maintaining local
roads and bridges. Narrow local roads, roads
with restri:ted load limits, and structural and
obsolete bridges are more likely to exist in the
Northeast. This depreciation of infrastructure
in the rural Northeast could well threaten
economic levelopment. At the very least,
maintena Ice of the current stock of public
infrastructure is required; but more importantly for the future, investments
infrastructure related to information technology are absolutely essential to ensure
rural Northeast is not left behind as the information era takes hold. Clearly. a cooperative
effort at all levels of government will be required to tackle the infrastructure needs of the
r.iral Northeast.

Investme'-ts in new infrastructu e related to
information technology are absolutely essen-
tial to ensure that the rural Northeast is
not left behind as the information era takes
hold.

in new
that the

Improving Information and Decision Capacity

Another capacity-building strategy is that of improving the information base id
management skills of local decisionmakers. This is especially important for the ri....il
Northeast because the region has a wealth of local governments compared to other regions
of the country. Furthermore, as the federal government retrenches, responsibility for many
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public sector activities shifts to the state and local levels. Despite this shift, the fea.:ral
government has the comparative advantage in information gathering and dissemination and
should continue to collect information on rural areas and on potential workable
development efforts and to provide appropriate technical assistance. Designing local,
situation-specific, development strategies often falls to local officials who understand local
needs but may not have the time or expertise to tackle the problems appropriately.
Investing in the management skills of local government officials is a hintan capital
investment strategy that is absolutely essential for effective rural development in the
Northeast.

Need for Cooperation

There is a need for expanded cooperation between all levels of government and the
private sector to generate the desired revitalization of rural areas in the Northeast.
Pragmatically, such cooperation may never occur. There is a particular danger that the
federal government may view rural development as a local or state issue. Therefore, the
rnacroeconomy and federal policy are critically important to the well-being of rural
residents in the Northeast. Kc.:ping the macroeconomy or an even keel is crucial for
generating a stable environment wherein necessary structural change can occur smoothly
and without major disruption. The Northeast has been moving toward a post-industrial
economy for some time. The recession drastically altered the requisite stable environm' It
and generated severe problems for the Northeast. The federal safety-nct for low-inco ,,
rural ho iseholds and elderly residents needs to be maintained and perhaps improved so
that such households can adequately weather
economic downturns and fundamental
structural change. Transfer payments,
predominantly retirement benefits set by
federal , 'licy, accounted for 19.5 percent of
nonmetropolitan income in the Northeast
compared to 18.5 percent for nonmetropolitan
and 14.0 percent for metropolitan areas
nationwide. The fact that 40 percent of
children in the United States live in poverty is
a frightening prospect considering this
generation of children is thr human capital
base of the future. Investment in human
capital, public infrastructure, information
collection and dissemination, technical assistance, and the skills of our rural local
government officials are appropriate activities for the .rational government in our federal
system. Such investments, in partnership with state and local efforts, should enhance the
vitality of the rural Northeast and the nation. The needs are real and the tasks are
complex. Perhaps our role at this conference is to harness the tools and commitment to
meet those needs head on.

The fact that 40 percent of children in the
United States live in poverty is a frightening
prospect considering this generation of
children is the human capital base of the
future.
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Table I. Unemployment Rates, 1980 and 1984. Table 3 Personal Income Per Capita, 1980 and 1983

Percent Change Percent Change
1980 1984 1%3.1984 1982 1983 1980 1983*

US Nonmetro
US Metro

NE Nonmetro
NE Metro

State Nonmetro Areas

US Nonmetro 7536 61 9196 50 09
80 91 139 US Metro 10108 60 12461 80 20
69 71 2.8

NE Nonmetro 776235 9592 28 2 2
8 6 9 3 7 6 NE Metro 10332 90 13147 30 5.
69 66 -45

State Nonmetro Areas

Connecticut 10012 80 12671 30 4 7

Connecticut 7.7 5 7 -25 9 Delaware 8062 49 10582 10 8 6

Delaware 83 61 261 Maine 73'.183 9268 03 45
Marne 82 69 163 Maryland 7761 63 9823 It 47
Maryland 107 79 -260 Massachusetts 982633 12840 80 81
Massachusetts 68 56 172 New Hampshire 8730 18 11 /50 10 66
New Hampshire 47 39 -180 New York 7513 94 9312 66 25
New York 8 4 81 -3 5 Per nsylvania 7774 99 9341.36 -0 6

Pennsylvania 98 113 154 Rhode Island 8975 73 11902 70 97
P.!-..4c Island 59 41 -313 Vermont 7746 36 9589 17 24
Vermont 66 57 -130 West Virginia 7069 16 8405 12 -17
West Virginia 99 166 673

Note. New Jersey is excludea because it has only metropolitan areas

Source U S Bureau of Labor Statistics

Constant 1983 dollars

Note New Jersey is excluded because it has only metropolitan areas

Source Burcau of Economics Analysis

Table 2. Educational Attainment of Adult Population Aged 25 or More Table 4 Nonmetropolitan as a Percent of Metropolitan Per Capita Income.

Education

Did Not Graduate Graduated From Some Graduated From
From Hish School High School College College or More

Percent

US Nonmetro 41 35 13 11

U S. Metro 31 35 17 17

NE Nonmetro 37 38 12 13

NE Metro 32 36 14 18

State Nonmetro Areas

Connecticut 34 35 15 16

Delaware 39 37 13 11

Maine 32 40 14 13

Maryland 45 32 11 12

Massachusetts 18 39 21 22

New Hampshire 29 37 16 18

New York 34 37 15 .4
Pennsylvania 38 44 9 9

Rhode Island 28 34 15 23

Vermont 31 37 15 17

West Virginia 48 34 9 9

1980 1983

US 756 738

NE 751 730

Connecticut 856 83

Delaware 741 776

Maine 878 86.2

Maryland 725 739

Massachusetts 97 2 96 7

New Hampshire Q1 5 &88

New York 71 3 69.5

Penn.ylvania SO 7 78 8

Rhode Island 97 3 101 9

Vermont 59 1 85 0

West Virginia 79 3 80 2

Note. New Jersey is excluded because it has only metropolitan areas Source Bu.eni of Economic Analysis

Source 1983 Census
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Table 5. Level and Importance of Unearned Income, 1983.

Nonmetro

Metro U.S. U.S. Nol theast

ITEM
Dollars per capita

Total Personal Income 12,466 9,195 9,810

Unearned Income 3,985 3,580 3,770

Transfer Payments 1,739 1,703 1,910

Investment Income 2,246 1,877 1,860

Percentage of total personal income

Unearned Income 32.0 38.9 38.4

Transfer Payments 14.0 18.5 19.5

Investment Income :8.0 20.4 18.9

Pe; centage of total transfer payments
COMPONENT

General retirement 55.0 58.5 57.8

Specific retirement 13.4 10.9 13.0

Unemployment insurance 6.4 6.9 7.5

Income maintenance 9.9 9.0 7.8

Veterans' benefits 8.1 8.1 6.6

Business transfers 3.3 2.9 2.8

Transfers to nonprofits 2.5 2.3 3.1

Miscellaneous other 14 1.4 1.4

Source: Susan E. Bentley, Transfer Payments and Investment Income in the Nonmetro
United States. Rural Development Research Report No. 71. Agricultura! and Rural
Economy Divi:,ion, Economic Research Service, U.S. Department of Agriculture.
Washington, D.C. June 1988.
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Policies for Manag'ng Rural Change

Rick Feldman, University of Massachusetts

Numerous actions and plans emerging from federal and state government to assist
rural America have indeed been productive, but recent events reveal how little has act.ially
been accomplished. The fragmentation of rural conditions into many separate, specific
problems has obscured the underlying situation, and this has kept government from
developing effective action.

Rural communities have become especially vulnerable to the amounts. types, and
levels of change which have begun to confront America in the last two decades. This
vulnerability is historically rooted in the following attributes and attitudes:

Rural areas have specialized economies, with c : or t -vo dominant industries.
Communities have long-established formal and informal decision-making
institutions which help perpetuate a particular lifestyle as well as particular
approaches to problems.
Both metropolitan and nnn-metropolitan areas exhibit a belief that rural
communities are separate and at times disconnected from state, national, and
international concerns and events.

These attributes and attitudes may have given rural communities a sense of stability, but
they also set limits for perceiving and handling change.

A lack of adecpate resources and institutions for addressing change has increased the
vulnerability of rum( areas and made them ...conomically, structurally, and socially fragile
in the face of even distant events. This situat;-sn has become evident as rural areas and
federal and state policy confront the uncertainty caused by continuous, rapid, and deep
change.

History

A Congressional report notes that America nas never had a comprehensive rural
policy, but rural people have been and continue to be strongly affected by both government
action and inaction. Domestic policy affecting rural areas has been described, for example,
as something that Sacks coherence and is often
contradictory within the various elements of
the policy. On the larger scale, national policy
regarding change has been even more severely Domestic policy affecting rural areas has
criticized because of its failure to embrace been described, for example, as something
change.

The recent history of federal rural that lacks coherence and is often c.ontradic-
development policy began with the Agriculture tory within the various elements of the
Act of 1970, in which Congress sought to policy.
create a balance between urban and rural
America. The Rural Development Act of
1972 continued this theme and - squired the
Secretary of Agriculture to establish national
rural development goals and to report on
progress to Congress. The Rural Development Act of 1980 reiterated these requirements,
again locating the federal leadership role in the Department of Agriculture. Both of these
acts were designed to contribute to the development of increased federal agency
cooperation and networking. The Act of 1980 established the Undersecretary of
Agriculture for Small Community and Rural Development position, without specified
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duties, but with the clear implication that rural development weulu receive high-level
executive branch attention.

In 1981, the Office of Rural Development Policy was created within the USDA to
provide coordination services for a rural development policy and to work closely with the
new Undersecretary. This Office was dismantled in 1986. A National Advisory Council
on Rural Development was also established to bring rural issues to the direct attention of
the Cabinet. An April 1983 report, Better Country: A Strategy for Rural Development
in the 1980's, was released by USDA Secretary John Block, followed by a second progress
report to the nation in April 1984, Rural Communities and the American Farm. The
most recent report (April 1988) was titled On the Move: A Report on Rural Economic
Development in America. None of these reports had a noticeable impact on rural
development policy -- or the lack thereof.

The most obvious criticisms of past rural development initiatives include:

There has been a direct and c vert linkage of rural development policy to
agricultural, food, forestry and mining policy. While this linkage made a great deal
of sense when rural regions were primarily engaged in agriculture, forestry, and
mining, this connection is no longer helpful, particularly in the Northeast. Recent
research indicates that not one county in tne 13 Northeastern states, from Maine
to West Virginia, is agriculture-dependent in its economy.

There has be, n a relative lack of explicit attention to human resource development.
Oaly Cool' ;rative Extension programs are explicitly targeted toward rural
leadership levelopment and human
resource education. Some
Department of Education and
Department of Labor programs
benefit rural communities bit: are
seldom explicitly targeted toward the
rural constituency. The major focus
of human resource development at
the federal level is on vocational
training, with leadership coming from
the Department of Labor through the
Job Training Partnership Act (JTPA).
The fact that the Job Training
Program binding is linked to unemployment statistics may be a federal constraint
on implementing effective rural job retraining programs. JTPA necessarily targets
high-unemployment areas but does not address an often more critical local rural
problem of underemployment. Underemployment occurs when the human
resource is not being developed ;or new and enhanced capabilities and people are
not working to full capacity. In New England many once-skilled rural workers are
now W6.king at low-skilled service jobs.

number of the rural development programs are simply redirected urban
initiatives meant to distribute some of the targeted public funds more equitably.
The JTPA and small business (SBA) programs are classic examples.

c The perceived federal role is to provide many s-hall actions toward economic
recovery, but not a major vision or goal-statement that links national domestic
policy to a rural agenda. The larger issues of uncertainty, rapid and pro., d
change, and diversity of conditions -- all resulting in vulnerability to a reconfig
national and international economy -- are not addressed. The result has been an
inability to manage change.

The fact that the Job Training Program
funding is linked to unemployment statistics
may be a federal constraint on implement-
ing effective rural job retraining programs.

The need for capacity building has not been addres:ed. This does :tot do just cc
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to the rural-urban distinction, nor to the diversity of rural areas. The seemingly
successful rural communities of New England, for example, have experienced
enormous growth and apparent economic recovery. Yet, there is substantial social
and political fragmentation, an inability to develop local revenues for needed
services such as education, health, and transportation, and a loss of control. These
communities are experiencing the consequences of that which happens to them is
a situation of uncontrolled development. Their management of this situation is
crisis oriented and confused.

The classic criticism of federal policy considers the Congressional process in which
issues are divided into smaller segments corresponding to Congressional
committees and subcommittees. As segments, these sub-issues take on a life of
their own, divorced from the larger policy and issue context, allowing for special
interests and agencies to become involved in formulating details. There may be
no one, or very few people, involved at this point having overall knowledge or
interest in anything as broad as rural America. Once the segments are
reassembled, the policy statement contains a vast array of topics, projects,
jurisdictions, regulations, and distributions which no longer approximate a coherent
national policy.

Current Status of Problem and Key Issues

Federal rural policy is, in many ways, an easy target. It requires the cooperation of
a mix of federal agencies and units which may have little direct connection to the issues but
may play critical roles in eventual implementation. This means that regardless of where
the leadership is located, coordination and
cooperation will be difficult. Furthermore,
broad national policy can best address broad
national goals. Rural goals often are linked
to local interests and needs that are extremely
diver.-,e. .that is rural in New England is not
necessarily rural in Pennsylvania or Marylana.
Also, rural development in the Northeast has
become a somewhat ambivalent desire, in that
the public interests to protect the environment
and the sense of community have become at
least as strong as the interests to promote
further development.

The turn has been toward an expanding state role
However, the same problem that has faced federal-level ar
policy and program formulation. States may not be any
encompassed in rural development than the federal government has been. The
Northeastern states have large dominating urban areas that propel most policy decisions.
In this urban oriented political environment, substantial retailoring of policies and programs
is required before they can actually fit rural communities. This retailoring is met by an
equally strong force seeking to make nonmetropontan areas more like metropolitan areas.
In short, the recent history of state government policy and program is one which shows an
effort to reduce the rural diversity and variability.

In this urban-oriented political
environment, ,ubstantial retailoring of
policies and peograms is required before
they can actually fit rural communities.

in rural development policy.
i also faces state government
Jre sensitive to the diversity

Diversity

Rural areas are quite varied in population size, mix, and culture; in government
structure and process; and in access to different types of resources. The range of 'aural"
is almost as great as the urban-rural spectrum. This characterization clearly fits the
Northeast, where in New England "rural" may exist more as a value system and life style,
while in Maine, New York, and Pc.-msylvania, there are still nea -ly isolated small
communities. Even within single states, rurality is diverse. Massachusetts has two counties



designated as nonmetropolitan, each having rural communities and rural subregions. Yet
these two counties, at opposite ends of the state, have little in common other than a similar
list of problems. Proximity to metropolitan areas plays a significant role in the growth and
decline cycles of a rural area. Therefore, differences should be expected among
communities located in western and eastern Pennsylvania, northern and southern New
Hampshire, upstate and down-state New Yoik, and Eastern shore and inland Maryland.
Whereas southern New England suffers from enormous growth and unplanned development
pressures brought about by major population shifts, many rural areas of West Virginia,
Pennsylvania, Maine, and New York suffer from population, economic, and social declines.

This kind of diversity is masked by a sense of rural types and rural conditions that are
not comr;,:tely accurate. Too much inappropriate development is as destructive as too little
develop, gent in terms of the capacity of a community or region to manage change and
variability. The danger is that those areas characterized as hard-hii depressed regions will
be compelled to mimic those areas experiencing rapid g.uwth and development.

Diversity presents problems for planners and decision makers, particularly when policy
is being implemented. There is a desire on the part of policymakers to do that which is
easiest to develop and monitor: repeat and replicate. Successful development is frequently
thought to be the duplication of some other area's successful model. To make matters
worse for federal and state policymakers, rural advocates tend to promote diversity, sensing
that diversity is a strength which provides varied and multiple oppertunities for success and
development.

Unfortunately, diversity is often critically referred to as "various special interests,"
discounting situations, needs, and concerns that each have legitimate but not necessarily
similar claims. Once reduced to being competing demands, the diversity advocates are
playeri off against each other until some homogenous, broad-stroke generalized policy is
created. This is then presented to the public as a policy having something for everyone,
when more likely it has little or nothing for anyone.

Economic and Social Change

Many very obvious economic and social changes have occurred. For example, there
has been a decline of the traditional rural ,,-onomic base, which entails a diminishing role
for agriculture, forestry, mining, and now cturing. Demographic shifts in numbers,
race, and age are evident in many rural areas.

Changes that are the most subtle and
difficult to measure also tend to be the mot
significant. In many ways they propel the
changes we can measure and notice more
easily. For example, a "new rurality" at the
leading edge of industrial and technological
change, and a sense of rural areas moving
from the forgotten, isolated backwaters of
America to the mainstream of economic and
social life are now considered possibilities, in
stark contrast to the realities of isolated,
declining rural economies. Yet, rural
communities and regions are closely connected
to the world in both direct and complex ways
previously unknown.

International commerce is perhaps the
most frequently discussed connection, but it
is by no means the only national and global linkage between rural America and the rest of
the world. Technology, education, population mob:-ty, communications, and commercial
exchange are the major influencing factors bringing rural communities into active national
and international r "les.

Furthermore, regionally linked demands affect individual community policies. For
example, as water resource management has become a critically important concern, we

What one community does to meet its water
needs often has immediate consequences for
other communities and even entire regions.
Each issue is closely connected to othe. s.
Actions addressing water supply and quality
will greatly influence industrial and com-
mercial development and job creation and
local revenues,
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have had to acknowledge that what one community does to meet its water needs often has
immediate consequences for other communities and even entire regions. Similar
interactions exist for commercial plans, land use, housing development, real estate
speculation, solid waste management, and educate, n.

Each issue is then closely connected to others. Actions addressing water supply and
quality will greatly influence the range of possibilities in industrial and commercial
development and therefore Liearly affect job creation and local revenues. Simiiarly, the
rapid growth of professional local government in the Northeast has influenced the very
nature of rural communities as well as changed the employment structure.

The social changes reach deep into basic rural institutions and influence their
behavior. Many of the most profound changes in rural America have been and will
continue to be social or non-economic. The social, community development aspect gains
in urgcncy when there is consideration of the question of who gets left behind by change
and change-management policy. Those who have been long-time residents in rural areas
(Native Americans, Blacks, Hispanics, the poor, the low and semi-skilled laborers, the
undereducated, women and children) include thousands of people who suffer the brunt of
almost any economic and social change.

Change in rural America has been very large, interconnected, complex, deep, ant'
broad in its scale, having national and international dimensions. This analysis is particularly
pertinent to the Northeast. In recent decades, the Northeast has experienced the most
varied, frequent, and intense changes of any region of the nation and is the first truly
"post-agricultural" region in the country, and it is rapidly becoming a post-manufacturing
region as well. Urbanization and urban spillover settlement patterns now prevalent in many
met-opolitan areas began to dominate the region over thirty years ago, signifizantly altering
the use of land as well as the decision structures and institutions which had been addressing
land-use. Communities in the Northeast are no longer attached to single geographic or
political boundaries. Communities can now be comprised of individuals who share
interests, professions, commerce, and social networks, yet live in many towns very distant
from each other. These people may spend little time involved in or concerned about local
issues, and they may have little or no connection to traditions of rural institutions and
structures.

Justifying Federal Role

Since communities and multi-town regions currently lack needed resources and
capacities, rural areas must turn to other levels of government for assistance. This requires
some caution, since increasing the dependency of rural communities on federal resources
also will reduce local and state decision-making roles. Nonetheless, there is reason to
consider federal government participation.

The ability of the federal government to collect and distribute public funds and to
create incentives and disincentives affects every community, city, and town. Ignoring this
will only continue the pretense that coral areas can be safely isolated from national and
world events.

The federal government has the capacity to direct considerable resources into such
beneficial programs as research into new technologies; research into the political,
social, and economic institutions of communities; extension education and
assistance prop ams; and technical support for implementing new projects.
National goals and standards can be articulated only at the federal government
level; these goals and standards might be the Letter half of policy, for they establish
the guidelines for local and regional action and they could put the federal
government in the role of creating opportunities rather than merely administering
large-scale, blanket programs.
State and local jurisdictions have difficulty addressing multi-state and regional
strategies. Environmental protection and economic growth are not limited to
political boundaries.

7!



Managing change locally is all but impossible. A growth-limiting plan in one
community will force movement to another; a policy that adversely affects a local
industry vill cause unemployment in neighboring towns.
The capacity to confront and address change requires broad integration, vision,
national resolve, ,nd the tremendous collective resource base , a federal
government.

Again, caution should be sounded. Although there is instification for a federal role,
there are problems with federal government approaches. 'f ne public tends to look to the
federal level for large-scale distributive pars., and to measure that policy in terms of who
benefits and who pays. The danger in this is two-fold:

(1) The emphasis on policy as a goal and standard-setting tool is quickly
obscured by fiscal analysis and procedure. The discussion of vision gets reduced
to a discussion of taxes and expenditures.

(2) The traditional "way out" is to build policies benefiting as many interests as
possible (including those that may not need assistance) in order to gain broad
public support. The unstated hope is that enough interests will be satisfied that
at least some targeting can occur.

Policy Alternatives and Consequences

A managing-change policy would be one that dev°,1ops capacity for achieving various
possibil. ies. Change and uncertainty are persistent problems if vulnerability and fragility
remain. Two basic courses of action exist to confront these problems: isolate and protect
the rural community or gain capacity.

Rural America needs the capacity to be flexible, reasonable, ittategic, inventive, and
quick. Others have called for empowerment policies, with emphases on education,
entrepreneurship, and anticipating change. The structure and system of empowerment,
capacity, flexibility, and anticipatory policy
formulation need to be invented as part of an
overall strategy.

Among the elements of the Rural Policy
Act of 1972 was the creation of state-level
rural development councii; to bring local,
state, and federal agencies into a forum of
exchange and cooperation. Many councils
came into being, the more durable and
successful ones including local and state
nongovernment organizations, as well as many
institutions and interested groups. At its peak,
the Massachusetts Rural Development
Committee included over 300 groups,
associations, . Inizations, and agencies, as
well as a num Jer of independent, concerned,
individuals. The model here is one worth considering: it can allow for ;lexible leadership,
multilevel and multi-agency cooperation, targeting of resources, priority setting at the local
level, and sharing of information and expertise. This rural development council model also
makes evident the interconnections of issues, as they are discussed and considered in public
forums.

The particular role of the federal government here is to empower this kind of
cooperation and coordination with needed resources: staff support, information access and
distribution, research support, and adequate support for those federal agency partners
whose role it is to inform, educate, and involve the public. The state role is to commit
agencies to cooperation and interaction and to provide the necessary rc-ource supports to
public institutions that in turn provide information, education, and technical assistance.
States should also set this management of change i&bue high on their policy agendas,

Education and training require federal
support because there is inadequate incen-
tive for local and state support when people
with new skills are more likely to move away
once they can compete in more lucrative
locations. There is, however, a national
return on this investment in education.
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making it clear that overall state and community capacity building is the priority of such ..
public-private partnership.

A commitment to public participation as part of any movement toward full - .rapacity
building is essential, but it must be :nore than trivial and superficial. Public participation
is currently proclaimed as a priority, but in fact the role reserved or remaining for the
citizenry is increasi -tly minuscule and symt tic. Effective public participation requires
high-level information flow, engagement of people in profound. decisions, and ongoing
education.

Specific policy alternatives received a careful treatment by Ken Deavers in a July 1987
publication. A surrmarr of th )se alternatives most relevant to this discussion of change,
with some additiona: thoughts, is useful here:

Selective assistance to regions and indus'ries (a strategic assistance and
investment, along with facilitating transfer of resources to strong industries and
competitive locations) should be an element of an overall development approach
in order to ensure against the entrapment of resources in declining situations.
Selecting these industries and regions will be difficult, however; it would be very
easy to miss good opportunities as well as to harm communities. Some risk-taking
is necessary and some support for stable, less vigorous communities will be
required. Successful approaches now in use include target-setting through
competitive grants and incentive-aid programs, as well as througl- community
development programs at major universities where state and local participation is
possible. The Economic Development Administration's University Cc: tors for
Economic Development is one example of combining vario is target:ag features.

Facilitation of productive restructuring is preferred over protection of industries
needing to modernize; communities may also need facilitation of producii.,-, change
rather than protection of constraining images. This productive change and
restructuring is dependent upon a sophisticated and assisted public articulation of
clear, change-oriented goals: one sure way to enstne the success of this approach
is to support new skills and knowledge development, continuing and extension
education, and sound programs for the human resource.

Education and training require federal support because local and state support
cannot be recaptured locaily. That is, there is inadequate incentive for local and
state support when people with new skills are more likely to move away once they
can compete in more lucrative locations. There is, however, a national return on
this investment in education.

Regional multi-town, township, or county planning and development assistance
could be strengthened. Such federal support would allow for the realization of
economies of scale which seem to exist for some services and some economic
development pursuits. For example, medical services are increasingly cost-efficient
when provided over a multi-town area having sufficient population. It is less costly
for the federal and state governments to support new roads and trar. portation
services than it is to subsidize town-by-town medical service facilities. An
additional benefit is the improved infrastructure which is supportive of commerce
and industry.

Incentives and support for multi-state planning through targeted strategic
planning grants, technical assistance, and research support are necessary. An
alternative is to establish multi-state authorities with specified powers, but this
creates legal and oversight jurisdictional problems. Creating the opportunity and
rewards for multi-state development is worth encouraging; authorization for
regional quasi-government is problematic. Multi-state cooperation would be
greatly enhanced were the public land-grant university network a system rather
than a collection of not-always-cooperative institutions. Shared research, extension
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education, technical assistance and pilot program development drawing upon a
region's public universities would enormously improve the capacit; of those
institutions to provide substantial development b nefits to rural areas. Federal
assistance would be useful here in providing some incentives for cooperative
ventures and regional programming. Secure funding for the regional rural
development center.., for example, is a rather low-cost means for accomplishing
high-return regional impacts.

The approach suggested here calls for an intergovernmental cooperation typically
lacking from policy and program. We can consider, possibly, something that is non-
ideological: locate the resources and leadership where they can be most effective in each
instance.

It also has been concluded that sound federal and state policy options cannot be
formulated or implemented through the current configuration of agencies, institutions, and
rrocesses because the) do not adequately address the constant change, uncertainty,
diversity, and capacity building needs of the Northeast.
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Keynote Address: Southern Region

The Honorable Guy Hunt
Governor of Alabama

When we talk about the revitalization of rural America, we should try to keep several
points in mind. One of those points is to remember the vision that we have for rural
America. Sometimes when we start tandng about the development of an area, we think of
making the quiet little ountryside into a large metropolitan area with factories and
smokestacks. What we have failed to realize is that we have to find out what every area
really wants and how they want to change. This is one of the reasons why we have
established a task force to go into the rural areas of the state, starting with those counties
that have the largest unemployment rate. We initially picked counties that had
approximately 20 percent unemployment rates and then a 15 percent unemployment rate.
Instead of going into those counties and saying, "This is what we are going to do," we
called upon the different groups -- from the "Mom-n-Pop" groceries to the largest
corporatior to see what their understanding was of the needs in that particular area.
This probably created the most excitement of anything we have done in state government
because we let the people know that we are interested in rural Alabama, especially those
areas that have a particular problem with unem?loyment. Suddenly they saw that someone
in government was willing to listen. It is said that the three most commonly told lies in this
country are (1) "the check is in the mail," (2)
"of course I will respect you just as much in
the morning," and (3) "I'm from the govern-
ment, and I'm here to help you." What we
have done let people know that we are
indeed from the government and we want to
make sure they know about federal and state
government initiatives that can be of help to
them. In one particular county, it was not very
many months until I was announcing the
expansion of industries in that county as a
result of our going in and saying, "We are
interested and here is what we can do to help."

Fortunately for Alabama, our unemployment rate has been dropping at twice the rate
of the national average. That is particularly good since we usually ranked third behind
West Virginia and Michigan during the very trying recession years. Our unemployment is
around 7 percent now, which is still too much but better than the 12 to 13 percent that it
stayed for so many months. In fact, I understand there are only states that have
unemployment rates higher this year than last year -- Massachusetts, Arkansas, and
Georgia. So I think it shows a continual growth. I am most impressed and feel the best
when I go into those counties that in January of 1987 -- when I took office as governor -
- had unemployment rates above 20 percent. Winston County was at 24 percent; Choctaw
County was above 20 percent. I had the opportunity of visiting, Choctaw County just a few

weeks ago. They are going to have several new industries, and it was exciting to hear them
stand up and talk about the fact that the unemployment ratt is down to 8.5 and 9 percent.

We now have over 60 percent of our state covered with forest and timberiand.
Twenty percent of that forest land is owned by large timber companies and 80 percent is
owned by small'. Inndowners. Our forest land provides a great potential for Alabama, just
as it does for many of you in your states. Last year when President Reagan visited the state
and we were flying via helicopter from Montgomery to T....sicegee, Reagan began to talk
about the richness of this country and this great and renewable resource, not only as far

as forest products are concerned but also as far as recreation is concerned. As we flew

Think of education when you think of rural
development. It is the only thing that will
bring us from one generation of poverty to
the next generation of opportunity.
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over a subdivision surrounded by forest land, he said, "Now imagine, every person in that
subdivision has the opportunity to get out in those woods and enjoy the beauties of nature.
You can't do that in Washington D.C." That ore observation let us know that we really
do not want to change rural America into a Washington, D.C.; a Boston; a Dallas; cr even
a Birmingham. Statistics show that a lot of farmers today have a job off the farm and
outside of farming to be able to farm on a small-time basis. This is true in a lot of the
South. What we nerd to do is not only encourage those industries that an area wants but
also tie them in with the farming activities of that community.

In the 18 months that I ha;e been governor, we have announced a $500 million
expansion of the Mead Corporation in eastern Alabama, the largest expansion that
company has had in its history. We also just announced a new newsprint cc,mpany in
Monroe County, and Champion International
will soon be announcing a large $500 million
expansion. Most if not all of the major forest
product companies own a business in Ala-
bama, so the forest industry is fairly well taken
care. Out ut the port of Mobil, our largest
increase in shipping has been in the woods
products line, not only lumber but also wood
chips. The forest industry has really grown to
become vital to our state.

For people like me that were reared on
the farm, there is something about the spring
of the year when you begin to turn the soil
that draws you to the land. It's a love affair,
so to speak. Many of our people have a love
affair with the family farm in this state, and I think the reason our work is so vital and the
reason we need to do everything we can to revitalize rural America is because those people
who love the farm are the people who are feeding this country. We cannot imagine the
kind of situation that would exist if we did not have all of these wonderful people involved
on the family farm in the rural areas of our state. As I said, many of them are working at
other things. We must help 'hem pull it all together by finding out what they want, working
with them, letting them kno\ the resources we have, and letting them know of our concern.

There is one thing I would like to close on tha ' think is vital to all of us in the
Southeast. Education has got to be the number one priunLy in this country. We are going
to do everything we can to make sure that Alabama's education system is such that we are
preparing our kids to enter into the 21st century and work at those jobs that are going to
be created by the high technology age of the future. When a lot of our plants go into the
rural areas of the state, they talk about the work ethic, people who are willing to work, and
people who are willing to be trained to work at plants close to the farm. We are going to
continue to push the education system. The chairman of the board of the Xerox
Corporation was in Alabama recently and made a point that should cause us concern. Out
0115 industrialized nations, ninth graders in the United States rank approximately ninth in
math and sciences, eleventh graders rank fourteenth, and twelfth graders rank fifteenth.
It is not the kids; it is the system that we have to change.

I was visiting i. ay office the other day with a prominent businessman who told me
that the state that g..ts a handle on education and brings its population to an educational
level close to the high school graduating level will have business and industry knocking at
its door. They will outstrip other states. If there is anything that I can leave you with, it
is to urge you to think of education when you think of rural development. It is the only
thing that will bring us from cne generation of poverty to the next generation of
opportunity. It is the force that will help us revitalize rural America.

Out of 15 industrialized nations, ninth
graders in the United States rank approx-
imately ninth in math and sciences, eleventh
graders rank fourteenth, and twelfth grad-
ers rank fifteenth. It is not the kids; it is
the system that we have to change.
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Rural Development Policy Issues
in the South

James Hite, Clemson University

In discussing issues in Southern rural development, two approaches could be taken:

A list of the topical issues that seems most frequently to cause some disagreement
or pose some problem to those most involved in Southern rural development could
be compiled.
Such a list could be organized and edited but also include a commentary on why
they are important.

This paper utilizes the latter approach.
That choke was made after some thought and some discussion. It was a necessary

choice because a mere listing of issues, all of which could be taken as more or less of
equal significance, could be misleading and confusing. Either strategic issues (those
associated with a broad policy proach) or tactical issues (those associated with how
programs are implemented) can be discussed. Until there is a consensus on overall
strategy, it is like a bunch of carpenters building a house without any blueprint, each simply
using whatever board or brick is within reach. Therefore, this discussion of issues is
organized hierarchically, with the emphasis upon strategic choices.

It is expected that the author's choice and/or interpretation of these issues will be
challenged. The perspective presented is that of an academic and an agricultural
economist, both of which in many ways may limit its scope. Rural public officials and
business people have a different perspective, although it, too, may be limited. The same
is also true of the perspectives of persons whose professional training and experience is in
other disciplines. The perspective of the issues presented here is offered as a starting place
for discussion, perhaps even a provocation of discussion. That discussion may overcome
the limited perspectives of personal experiences.

Strategic Issues

Capitalism

Building up human capital is a long-term proposition, and there is no guarantee that
job-creation in a particular rural community will progress at :he rate needed to nourish the
building of human capital. Even if the human
capital investment strategy works, it will
require a generation or r.ore of effort. In the
meantime, there exists the risk that many rural
people, so deficient in human capital is to be
virtually unemployable, will populate rural
communities and be dependent largely upon
public assistance.

The problem is that the resolve and
disciplin needed to sustain the human capital
investment effort could sag ami rural
communities could become simply rural
welfare ghettos. That is not to say all rural
communities face such a fate. But much of
rural America could become an expansion of the paternalistic communities of our
unfortunate Indian reservations. Acceptance of such a fate would be surrender to market
forces that seem overpowering.

Has modern capitalism developed in such a
way as to make it impossible for a signif-
icant rural population to earn a comfort-
able, decent Eying from their own produc-
tion?
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There seems to be a marked strain of thought among rural sociologists that the rural
development problem runs to the very heart of capitalism. The logical extension of this line
of thought is that rural American communities are now more of a social problem than an
economic problem, and that focusing upon economic development is nothing more than
wasted time spent day-dreaming.

Has modern capitalism developed in such a way as to make it impossible for a
significant rural population to earn a comfortable, decent living from their own production:
It almost seems unAmerican to ask such a question, so it seldom is put quite so candidly.
But it is a question that is fundamental to any strategic approach to Southern rural
development, and it deserves some meditation.

Location

Does location matter? That is a basic, but very important, strategic question and one
that occurs if there is a refusal to accept that capitalism has sealed the economic fate of
rural communities.

Does the location of a particular rural area or community relative to the international
system of urban places make any difference in the range of opportunities available to that
rural area or community? To the extent that natural resource endowments are considered,
there is genera! acknowledgment that location does matter. There is also a strong body of
empirical evidence that shows communities
close to metropolitan areas are doing better
economically than more remote communities.
But there has been reluctance to take these
pieces of evidence to their logical conclusion:
some parts of the world, by virtue of their
location and nothing else, are economically
disadvantaged and may have no function
except to hold the rest of the world together.

There is a fairly well-developed body of
theory in regional science and economic
geography that would suggest very strongly
that location does matter and that it matters
a great deal. L "ou accept that theory, then
there are changes taking place in our economy
(e.g., the reorganization of air travel) that could cause one to conclude that being located
remotely from a hub airport is as much of an economic disadvantage today as being
bypassed by the railroad was in the nineteenth century.

If location matters, economic development tactics must take location into account.
Public policy might be aimed at helping to alleviate some location disadvantages of rural
areas, but there will be little that local action can do to transform the economy of a remote
rural region into a thriving economy like those on the fringe of booming metropolitan
areas. In .,ich locationally disadvantaged communities, the local leadership issues are those
associated with adjusting to the environment in which the community finds itself.

Economic development tactics must take
location into account. There will be tittle
that loco' action can do to transform the
economy of a remote rural regiol into a
thriving economy like those on the fringe of
booming metropolitan areas.

Entrepreneurship

)ne of the most popular prescriptions for rural economic development is local
entrepreneurship -- small business development. Sounds very good. There is a strong body
of literature in economic development, tracing to Schumpeter, that supports the notion that
economic growth is triggered by entrepreneurship. The conclusion is jumped to, therefore,
that rural communities can lift themselves by their own bootstraps if there is local
entrepreneurial leadership.

That may be a conclusion resulting from a misapplication of Schumpeter. An
entrepreneur is one whu searches for an opportunity to make a profit by taking the risks
of opening a new business. If there are greater profits to be made in an urban area than
a rural area, any entrepreneur of worth will exhaust the profit opportunities in the urban
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area first before risking capital in the less-promising rural areas. So if rural areas are
growing more slowly, there is presumptive reason to think it is because the entrepreneurial
opportunities there are fewer, or less attractive, than in urban areas. So long as that
condition exists, no amount of effort to stimulate homegrown entrepreneurship will allow
most rural communities to close the income gap with urban places.

A colleague, Buddy Dillman, has been
researching rural entrepreneurial activities in
South Carolina. Dillman finds that most of
the new businesses do little more than take
business away from existing businesses in the
community. There is little innovation going
on in a Schumpeterian sense. Unless
entrepreneurshin results in either a reduction
in the loss of income to the region due to
purchases made from outside sellers (input
substitution) or an increase in the sales of
goods and services to outsiders, it does nothing to improve the economic well-being of the
rural community and may actually result in a net loss. If location matters, the opportunities
to make use of small business development programs for rural development will vary from
location to location.

These may be some plausible conditions
under which it makes sense to use tax policy
to offset locational disadvantages.

T Aka! Issues

Taxes and Industrial Incentives

The traditional way to attract economic development investments has been to offer
tax concessions or some other tax-funded incentive to investors. Every Southern state
played that game in at'racting b -itch industrial plants despite empirical evidence suggesting
that low taxes were much less important than cheap labor in attracting industry to the
South. It was a situation similar to when the crowd stands up at a football game to see
some big play. If everyone stands up, no one sees any better than if everyone sits down.
But if everyone stands up and you st, seated, you will miss out on the big play. So states
had to play the game, but it was a big give-away to industry.

Are tax breaks and other such incentives still needed? How would we get rid of them
if it is decided that they are no longer needed? Could effective use be made of some very
specifically designed and limited tax incentives? These are all valid questions centering
around the taxes and industrial incentives issue, but the answer to them depends to some
degree on the answers to the questions surrounding the strategic issues previously
addressed. There may be some plausible conditions under which it makes sense to use tax
policy to offset locational disadvantages.

Infrastructure

The matter of using water and sewer systems to attract economic development
investment is similar to the tax issue. It has long been part of the conventional wisdom
that a community lacking in adeqr.ate water and sewer facilities, or good streets, roads and
bridges, would not be a player in the ;;,ame for economic development. That conventional
w;siom may be correct, but there is now abundant evidence that having such infrastructure
is not enough in itself to assure econonu..: development. If the development does not
occur, a community that has mortgaged its future to pay for infrastructure can find itself
saddled with the heavy financial burden of paying off infrastructure bonds sold to pay for
facilities that are being underused and that, even indirectly, produce little or no tax
revenues.

Clemson research on the, water supply system in South Carolina suggests that FmHA
community development programs have done little more than saddle us with a set of
inefficient, expensive, and deteriorating water supply systems. Arguably, the results are
worse than would have occurred if there had been no FmHA program at all and rural
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communities had instead been told: build water systems only if you can see your way clear
to generate enough revenues in user fees to be finan:ially self-sufficient.

Should rural infrastructure development crtinue to be subsidized? If yes, what plan
should be used to determine what commu receive subsidies? How should those
communities be picked? How much money can be provided and for how long? It would
be better not to start any new program unless there is assurance that it is possible to
sustain the program as long as the need persists. Unrealized promises may be worse than
no promises.

Like tax policy, infrastructure policy ought to be seen as a tactical, not a strategic,
policy. It makes no sense formulate and imi tnent such tactical policies until the
strategic issues are resolved i other words, there is no sense in spending money on
uneconomic ventures that will nave to be subsidized as long as they exist.

Local Leadership Capacity

One of the other fashionable topics for those concerned with Southern rural
development is local leadership. Rural people might become more capable of solving their
own problems on a local case-by-case basis if the leadership abilities of rural people were
increased. There seems to be some consensus that leadership is sometimes deficient in
rural communities and that the lea iership pool in a given community could become the
limiting factor :a the community's eccnomic development.

But the consensus ends at that point. What is leadership? Can it be taught or
otherwise developed as a direct result of some public policy or program initiative? How
often is a deficiency of leadership the true
limiting factor on a community's economic
potential? Perhaps location matters so much
that a particular set of disadvantages cannot
be overcome with leadership of genius. What
kind of leadership do differently situated rural
communities need?

The local leadership capacity issue also
embraces a set of related tactical issues
concerning the capacity of rural local govern-
ments. Again, there is some consensus among
specialists that the c' pacity of many rural local
governments is narrow, limited by the
provincial outlooks of elected officials and poorly tra
no consensus about how the capacity of rural loc
expanded.

Environment Protection

Rural people might become more capable of
solving their own proilems on a lucal
case-by-case basis if the leadership abilities
of rural people were increased.

fined staff workers. But there remains
al governments might reasonably be

The last issue could reasonably be t eated as a strategic, not a `actical issue. The
protection of environmental amenities might be necessary to an economic development
strategy involving promotion of tourism and retirement in rural communities. The one
thing that rural communities are likely to have in greater abundance than urban places is
a pleasaet natural environment. The Heckscher-Ohlin hypothesis, one of the fundamentals
of regional economics, suggests that regions make their living selling what they have in
greatest abundance. So if the T-1-0 hypothesis is valid, environmental protection might be
an important economic development tactic for rural communities.

There are a number of subsidiary issues that arise in conne.tion with environmental
protection, however. Environmental protection and entrepreneurialship can sometimes be
in conflict. Any environmental protection is likely to close off some opportunities for
entrepreneurs. There are tradeoffs, and no one knows how to measure .-ery well the
cptantit:3s involved in those tradeoffs. Since the entrepreneurs are likely to dominate the
local economic development organizations in rural communities, there is a serious risk that
the economic value of environmental amenities will not be properly considered.
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Yet it is important to be i Alistic about basing rural development en such
environmentally sensitive activities as tourism. All one needs to do is visit in winter the
Cherokee Indian reservation in swestern North Carolina (by the Great Smokies National
Park) in order .o see that a sizable flow of tourists is not enough, in itself, to create rural
community prosperity. Too little is known about the differences in the errnomic impacts
of various types of resort and tourist attractions, or oetween tourism and retirement
development as an economic base. But it is likely that tourism cannot solve the economic
problems of more than a few rural communities, and that, even in tourism and retirement
development, location matters.

Summary

In summary, three strategic issues in Southern rural development (capitalism, location,
and entrepreneurialship) and four tactical issues (taxes and incentives, infrastructure,
leadership, and environmental quality) have been identified. While the classification of
some of these issues as strategic or tactica; may be open to legitimate debate, it has been
argued that strategic issues supersede tactical issues and that it is important to distinguish
clearly what is strategic and what is tactical in formulating rural development policies and
programs.

My nwn judgment is that the most
important ussue is location. I believe that both
logic and empirical evidence support the
notion that location matters a great deal. If
I am right, it follows that since every rural
comm . tity is unique in its location, it is vital
to understand the advantages and
disadvantages that location placrs upon each
community, and failure to do so can only lead
to wasted time, wasted money, aril
disappointed hopes in the rural South.

I am also inclined to think that leadership development deserves special attention.
Because I believe location matte .s, local readers will need to deal with their own unique
locational problems on a comfy un:ty-by-community basis. If the stressed public sector in
rural communities is unable to .upport nationally competitive schools, rural leadership will
deteriorat,- generationally. That is probably what has happe- J. So a vigorous effort to
train large numbers of capable rural people for leadership rotes that involve dealing with
complex bureaucracies and media needs to be devised and implemented in time to reach
the present generation of adults. I .simply admit that I do not know how best to structure
such an effort, nor do I see any indication that anyone else knows.

If the stressed publie, sector in rural
communities is unable to support nationally
competitive schools, rural leadership will
deteriorate generationally.
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Local Perspective on Southern Issues

Reavis E. Dixon, County Commissioner
Ware County, Georgia

I have chosen to present my own set of issues aid problems, not because I agree or
disagree with the issues covered in the previous papers, but because I have uncovered
through my involvement in government a set of issues that cannot be avoided. When we
come to the point of meeting the problems and issu'.s head-on, these win in my judgment
have to be satisfied before real and lasting rural development can be accomplished.

When I was a child, my father said to me, "Son, don't oe afraid to come dowr on the
side of an issue that you believe in. There ain't nothing in the middle of the road except
yellow streaks and dead possums, and you don't ever want to be identified with either one."

So I have come down on the sick of three problems or issues that I perceive tc, be a
hindrance to ea nomic development in rural America, and I have classified them in order
of importance. To me the greatest obstacle is the lack of leadership in many of the towns
and counties of rural America. Surely we cannot expect business leaders as well as state
and federal government officials to respond favorably to poorly organized of insincere city
and county officials and community leaders.

Number two is infrastructure--namely modern, safe, efficient four-lane highways. I
will attempt to establish their importance to business and industry.

Third is government incentives for rural development. This is cruciai to the effort of
us;ng industrial movement to smaller cities and counties hot would appear to be less
effective unless our leadership and highway system are prepared and ready to carry their
end of the bargain. Now let us begin with leadership.

Leadership

Leadership in rural America too often is classified as inadeqw.te or poor, depending
upon the character, integrity, and education level of the citizenry of the community as a
whole. Too often the reasons to elect
leadership in rural America boil down to the
proposal tLat the candidate is a good ole boy
or girl, the candidate is a relative or close
friend, or the candidate is proficient in the art
of gao and therefore perceived as qualified to
fill the office. Experience and educational
skills sadly take a back seat to these ill-
conceived and preaccepted notions.

Because of the "slow lane" life-style of
rural America during the early 20th century,
rural leaders had never faced the complexities
experienced by our urban counterparts until
after the mid-1950s. In the '50s the exodus
from rural to urban life totaled 250 to 300
million persons. By 1987 that farm-to-city
migration reached one million persons. It is significant that within that flow from
nuntryside to city go the brightest young minds with the most education leaving the older,
less-skilled, and less-educated persons to try to solve the complex problems of today's small
communities. It is let that rural America does not produce engineers, for we do. It is not
that we do not produce doctors, lawyers, teachers, and industrial ruanagers, because we do.
But we produce them only to have them flee to metropolitan America, never to contribute
to the improvement of the small community that gave them their start toward success.

It is significant that within that flow from
countryside to city go the brightest young
minds with the most educati, 1 leaving the
older, less-skilled, and less-educated persons
to try to solve the complex problems of
today's small communities.

82

L3



I believe that steps should be taken withou. delay at the state level to mandate certain
quarfications before anyone can seek election to public office. Among those qualifications
should be an appropriate education for the office in question, and in no case should a
candidate have less than a high school education. Many counties and cities of rural
America do not so much as require a high school education to serve as mayor, chairman,
or commissioner, all of which should require a college degree. Pay rates for elected
officials should be set statewide to attract those who have the expertise and education to
contribute to improved leadership. We will never be more than partly st, zcessful in rural
economic development until the clandestine ideas which too often accompai.y a lack of
education are forever eliminated from rural governments. Let us local politicians heed the
advice of the cartoon character Pogo Possum, who also hails from my home, Waycross,
Georgia. "Yep! Son, we have met the enemy and he is us."

Infrastructure

Since the time of the mid-1950s, we have seen a marvelously useful and efficient
interstate highway system develop. And today, virtually every major city is served by at
least one super highway. Many have experienced the luxury of two interstates, east-west
and north-south, passing through their trade
areas, not to speak of all the loops, bypasses,
local connectors, etc., that are so common to
the metropolitan areas of our county. They
are all needed, but now let's explore some
other needs for transportation that are
pertinent to the rural economic effort.

Robert Barrow of the National Grange
recently made some important ;pints
concerning rural transportation, and I want to
incorporate his figures into my presentation.
Rural roads are not only essential to the
movement of farm goods to market and the delivery of agricultural inputs, but they are
basic to the vitality of our nation's economy. Maintaining adequate rural roads and bridges
is essential not only to accommodate the personal transportation needs of the community
but also to encourage nations'. industrial and economic growth as well. It has been
estimated that the economic growth for the nation as a whole would be improved if the
deterioration in the highway network were halted. The national income would be 3.2
percent higher by 1995, employment would be 2.2 percent higher, and inflation, would be
8 percent lower than if road conditions continue to de eriorate as in the late 1970s.
Economic development opportunities would increase -ood roads and improved interstate
access increases. Truck transport is steadily increaser._ In 1965, trucxs accounted for only
22 percent of all freight transport. By 1985, trucks moved 40 percent of die total tonnage
and accounted for three-fourths of the nation's freight bill.

The present conditions of rural roads and bridges not only diFzourage economic
growth but also increase the open -sing costs of firms that must use such roads to transport
their goods. For instance, poi- r. ads can increase the operating costs for a typical large

combination truck by 63 cents r mile due to more breakdowns. The inability to operate
at posted speed limits also adus to costs for industry. Detours around posted bridges
cause additional cost burdens. Pennsylvania steel companies alone spend $1 million a year
detouring s!icti bridges. Combination trucks travel about 5.2 miles per gallon of diesel fuel.
Roads in "fair" condition increase truck costs the same as if the tax on diesc. fuel had been
increased by 32 cents per gallon and an increasing number of larger and larger truas are
using rural roads and bridges throughout the nation. The increased cost of operating over
rural roads and highway systems decreases our nation's competitiveness and steals money

from everyone's pocketbook.
Rural America is a rapidly changing environment and our communities must diversify

their economic bases if they are to survive. Rural economic development must begin by
bringing the conditins of rural roads and bridges up to a use level that will not discourage

Rural roads are not only essential to the
movement of farm goods to market and the
delivery of agricultural inputs, but they are
basic to the vitality of our nation's economy.
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businesses and industries from locating in these areas.
As we approach the turn of the century, there has emerged a movement within the

federal government to plan surface transportation to the year 2020. A series of 64 hearings
was held across the country to determine the nation's needs for the next 30 years. Thanks
to such organizations as The National Trucking Industry, The Highway Users Congress,
The National Grange, and local governments across the nation, you may be assured that
a firm case has been made for Ifficient, safe highways for rural communities.

Government Incentives

Because rural areas of the United States are generally less populated than urban
centers and their suburbs, it seems clear that federal, state, and local--or all three
governments--will be compelled to develop incentives to cause economic development to
occur in the rural communities. When we consider the James Hite paper, we come face
to face with two elementary questions:

1) Ha f; modem ca,?italism developed in such a way as to make it impossible for a
significant rural population to earn a comfortable and decent living from its own
production?

2) Does location matter?

Based upon my experience, I believe that by its very nature, capitalism, which seeks to
produce a product at the lowest feasible _ost and sell it for as much as the market will
bear, tends to eliminate rural America from consideration for manufacturing and business
development.

It is a foregone conclusion that entrepreneurs are drawn first to population masses
either to sell their products, market their skills, or seek qualiiied employees for their
factories and offices. We must likewise admit
that rural America lacks population sufficient
to alter this estaJlished and logical trend. But
we clearly cannot all move into the
metropolitan etnters of our nation and leave
0e balance of the ccuntry to be reclaimed by
nature.

I believe that it behooves government to
exercise its ability to favor development in
rural America. Since most development
appears to radiate from state developmental
bureaus, it would appear that : 'ate incentives
for rural development are especially important. Government has the authority and is
entirely capable of iinp .menting appropriate incentives to neutralize he problems
associated with modern capitalism.

If we concede thc:.. capitalism by its nature tends to favor the masses for development,
then offering government incentives to neutralize this problem should greatly reduce the
level of significance of location in rural development, although it obviously would not
disappear altogether. The problem of location could be overcome by most of the
communities of rural America.

It seems clear that federal, state, and local
governmerts will be compelled to develop
incentives to cause economic development to
occur in the rural communities.
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Rural Education Policy:
A Southern Perspective

MIIIIIMME

David Mulkey, University of Florida

Questions relaZzd to education and training programs and their role in economic
development have received increasing attention in the South. A series of reports from t ae
Southern Growth Policies Board along with papers by several other authors remind us Df
sweeping changes occurring in the rural South. At the same time, these and other authors
rer.sind us of the increasing importance of an educated, skilled workforce in the future.
The same set of authors generally concludes that education and slog levels in the rural
South compare unfavorably with other areas of the nation and with metropolitan areas of
the South.

Status of Education in the Rural South

Previor- writings, wht-n taken together, offer several import? points which must be
considered in addressing educational policy issues in the rural South. A summary of the
more important points are offered here as a way of setting the stage for a later discussion
of education policy options.

Rural education involves a set of related problems involving public expenditures,
educational finance, non-governmental resources, and interrelation.1hips between
the public and private sectors. Policymakers face a set of separate but related
symrtomatic conditions. Perhaps the
most tlaightforward onc tnd the one
receiving the most attetp., a is the
question of educational quality for
students enrolled in primary and
secondary educational institutions.
Here the rural South is not unique
but is a part of a broader national
cone= over the state of the public
schools and student lchievement.
But, in addition to questions of quality
in existing schools, there are
perplexing numbers of school dropouts, widespread functional illiteracy among
adults, and a need for retraining of workers losing jobs in traditional
manufacturing, agricultural, and natural resource based industries. The latter is
particularly important due to the concentration of low-wage manufacturing industry
in the South and declines in manufacturing employment, especially in the eight
states of the central South. For example, about half of Southern rural counties lost
manufacturing employment between 1977 and 1982. Further, evidence suggests
that problems of high school dropouts, functional illiteracy, and general
educational at'ainment are more severe in the rural South. There is the need to
consider education as a lifelong learning process with the associated need to
provide learning opportunities to all age groups.

Evidence suggests that problems of high
school dropouts, functional illiteracy, and
general educational attainmem t are more
severe in the rural South.

Problems of education and resulting public policies cannot be treated separately
from the context of community institutions of which they are a part. Learning
does not take place in isolation. Education policy in the rural South must consider
the particular heritage of cultural, social, and economic institutions which to a
large extent still shape attitudes towards education in rural areas of the South.
Early Southern institutions were profoundly influenced by the existence of slavery,



and many of the same attitudes were continued as the South progre: sed to tenant
farming and a later transformation to low-wage manufacturing. Much of the rural
South has a long history of an institutional environment which places little value
on education, especially widespread education for all its citizens.

Questions of educational attainment, educational policy, and economic
development cannot be considered separately from each other or separately from
other factors which affect the educational environment. Problems of inadequate
health care and nutrition, poverty, and
inequality all i :terfere with access to
educational programs and impede the
performance of large groups of
individuals. It is clear that students
from wealthier families and
communities do better in school and
after graduation than do students
from poorer communities/families
regardless of the quality of the school.
Rural areas have a higher proportion
t)f low-income peopk. Thus, the
effect of poverty and other community
and family factors can easily outweigh
any institution improvement in the
schools.

This is not to imply that quality schools are not a worthwhile goal, but to
point out that in many rural areas other community/family considerations may
represent the more important concerns. This point is of particular significance in
the rural South. Several USDA studies indicate that both the rate and number of
rural people in poverty has increased since the late 1970s and that the rural poor
al: concentrated in the South (a rate of over 20 percent in the rural South
compaled to 16 percent in other rural areas). Of the 231 persistently low income
counties, all but 18 (92 percent) are located in the rural South. In short, the
problems of human capital in the South will require solutions extending beyond
reform of public educational systems. The 1986 Commission on the Future of the
South report concludes:

Raising levels of education, w. h is certainly one of the
strongest public goals in the South today, will not reach fruition
without looking beyond the doors of the public schools and
acting on those conditions that impede the acquisition of
knowledge. By expanding human resource development beyond
its traditional educational framework, the Committee
acknowledges the connection between education an training
and the other facets which affect the quality of the region's
human resources.

Of the 231 persistently low income counties,
all but 18 (92 percent) are located in the
rural South. In short, the problems of
humar capital in the South will require
solutions exteiading beyond reform of public
educational systems.

Education policy and economic development in the rrral South cannot be
separated from issues of racial and f.exual inequality. Counties in the rural Scuth
with predominantly black populations consistently exhibit lower levels of economic
performance than do other Aural counties in the region. Further, on most
measures of r ducational attainment, blacks usually compare unfavorably to other
racial groups. The same general conclusions can be i eached relative to the
incidence of poverty among fnale-headed households. The following sobering
comparisons have been made relative to the rural South.

-- In the Smut:: 36 percent of female-headed households were poor in 1983.
-- In the rural South: the figure rises to 39.2 percent.
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For black rural women in the South: more than AS percent were poor in
1983.
For South....) children under eighteen and living in female-headed
households: 62 percent were poor in 1983.
For black children in these homes: the fl.-ure is 69 percent.
For rural children: 615 percent are poor.
For rural black children: 75.7 percent are poor.
For all rural children under six in a female-headed household: 70.3 percent
are poor.
For rural black children under six: 80 percent live in poverty.

Thus, as these brief comparisons stress, the high incidenc( .f poverty among rural blacks
and among female-headed households of all races plue .arge numbers of children and
adults in situations known to inhibit learning and personal development. The rural South
is unique in terms of the proportion of its citizens (...ling into the "at risk" categories.

Unlike investments in immobile kinds of infrastructure, educated workers are
more highly mobile aLd more likely to 'teal.... th' community after completing their
education. The more rural the community, the more likely this out migration
becomes. Thus, education policy must take account of the fact that the public
benefits to education are much less
likely to accrue to a local area than
are benefits associated with other
types of community inv, -,tment. As
a result, local communities may be
less likely to support public education.

Further, due to considerations
of location, resource availability, and
other factors it is unlikely that sig-
nificant job Creation will take place
in all rural communities. Finally,
urban areas with their wider array of
economic and social opportunities will
continue to remain attractive to rural
youth. In this vein, it has been noted
that within production industries, rural
areas specialize in production jobs,
while professional, research, and managemegt jobs are more often located in cities.
Thus, for a variety of reasons, better educated rural resident:, -re likely to be
attracted to urban areas. Local educational systems are faced with preparing
residents for employment in urban centers when the movement of those resident.-
will actually have detriment:. effects on the local community. Again, the relevant
pint is that educational oenefits are not going to be captured directly in many
rural communities. The existence of these non-local benefits provides a rationale
for non-local involvement in the provision and financing of ducational programs.
This point is particularly relevant as Icderal involvement is considered and
especially important for the rural South. Rural areas in the region have a long
history of outmigration, and metropolitan areas such as Atlanta continue to
outperform rural areas in the provision of jobs and economic opportunity.

For rural children: 61.5 percent are poor.
For rural black children: 75.7 percent are

poor.
For al' rural children under six in a female-

headed household: 70.3 percent are poor.
For rural black children under six: 80

percent live in poverty.

No specific prescription can be made regarding ways to improve educational
quality. There are relationshii. between teacher quality and student achievement,
between school expenditures and student achievement, and between education and
economic development. However, there is little evidence to suggest the length of
the lag period associated with improvements in teacher quality. There are
methodological and measurement problems with much of this research, and the
total amount of research is insufficient to provide a strong empirical foundation
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for firm conclusions. Thus, it is difficult to suggest how educational dollars whin
a school system may be reallocated or how new dollars should be expended so as
to improve the quality of education. Further, there is even less in the way 3f a
solid research foundation for considering the allocation of public funds among
specific education investments to enhance economic growth in a community.
Progz ams dealing with literacy training, worker retraining, relocation assistance,
and a variety of other educational programs all contribute in different ways over
different periods of time to the existing stock of educated and skilled individuals
in a community.

Finally, it is important to note that the lack of educated and skilled people
in a commun!ty may not reflect on the quanty of existing educational and training
systems. It may instead reflect a set of factors whir'i makes the community an
unattractive place to live; or alternatively, it may reflect the prevalence of
conditions such as inequality, poverty, and health care that interfere with either
access to or pe:cormance in existing programs.

Education Policy and Rural Areas in the Sone)

Education policy as it impacts rural areas in the South exhibits many of the same
strategies evident in rural areas nationally. Dominant strategies include consolidation.
changes in school financing, and facia integration. Education, once primarily a local
function, shifted to more of a state function; and consolidation resulted in rural schools
modeled more along the lines of their urban counterparts.

The trend towards state government providing a larger share o: educational funding
is more pronounced in th: South. Typically, state aid is provided to Iccal school districts
on a per pupil basis with certain minimum standards then mandated by the sta.::: with
various considerations to ensure more equal funding across districts. For all states, the
state average contribution to education in 1987 amounted to 53.6 percent of school
expenditures. In the Southeast and Southwest, only Virginia (36.7 percent) add Texas (49.7
percent) were below the national average. State contributions in other Southern states
ranged from 56.2 percent (Tennessee) up to 79.9 percent (Alabama). The regional average
for the Southeast was 63.5 percent. At the same time, per pupil expenditures in Southern
states with the exception o: Florida ($4163) were below the national average ($4043) in
1987. Four states (Alaba ,a, Arkansas, Mississippi, and Tennessee) had per pupil
expenditures of less than 5'.,v00. With reference to the Southeast, a recent study on
fmancing public education concludes:

School funding in the Southeast is characterized by extreme variation,
but most states have the lowest per pupil revenues and the most state
dom;nated finance systems among all regions; several states have below
average school spending burdens and steady or dc.clining state share of
state/local revenues. Schools in this region have little financial
independence suggesting the low level
of school mvenues is a function of
state not local preferences aid
policies. This is a region wheie
discussion of education reform in the
1980s has been very strong, but where
dollars to support reform 'nave been
elusive.

Finally, in the South as elsewhere, with
the exception of training in vocational
agriculture, there has been a general lack of
rural considerations in educational programs at the state level. Emphasis through school
consolidation has been on the creation of comprehensive schools modeled along the lines
of schools in urban areas.

Federal involvement has never amounted to
more thus 10 nercent of total educational
funding and currently averages about 6
percent.
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Aside from funding for vocational education, thL, federal government played no
significant role in the funding of public education at the elementary and secondary level
until the mid-1960s with the advent of the federal poverty programs. Since that time the
federal government ha. provided funds for compensatory education programs for lower
income individuals. However, federal involvement has never amounted to more than 10
percent of total educational funding and currently averages about 6 percent. There is no
federal support for general education at the elementary and secondary level. Further',
there is no provision of federal education funding which specifically targets rural areas.
Such areas benefit more or less depending on the proportion of low-income re-idents
relative to other areas. One study finds that ..1 ral areas have tended to benefit slightly
more from federal compensatory education programs due to the higher proportion of
low-income people; but the variation, on average, amounts to only $3 per pupil.

For vocational education, federal involvement and funding support have a longer
history in rural areas due to the early funding support of vocational -gricultural programs.
However, this amounts to another example of federal funding being relatively small
compared to the total cost of program funding. The total federal commitment represents
less than 10 percent of the total cost, although it is difficult to arrive at definitive answers
due to inadequate data. Programs ofter rule in the way of specifically targeting rural
areas. Onc analyst notes, "Education and aiaing programs have made modest differences
in the lives of some rural residents, but the evidence remains that they have not eliir inated,
or even substantially reduced, poverty among rural families."

In short, education has for the most part been a function of state and local
government with a relatively minor role played by federal funding. In existing federal
programs there has been no attempt to target federal programs to rural areas. The same
is generally true of state funding for education programs. Only one state in the South,
Oklahoma, is reported to have a rural section vithin the state department of education.
Several states around the nation do target additional funds to small, rural schools, but the
amount of funds actually transferred is small.

Justification for the Federal Role

In the area of education, different policy options exist at the community, state, and
federal levels of government. However, since the emphasis of this workshop is on federal
policy, any consideration of policy options should begin with the rationale for federal
involvement. At least three points are worthy of consideration in this regard:

Simple considerations of fairness and the assurance of equal opportunity for all
(equity) provide an argument for federal involvement in the provision of human
capital development/educational programs in rural areas. This represents the
historical motive behind federal funding of compensatory educational programs
and other individual/family support programs. Certainlv the evidence would
suggest that programs supported on this .notivation should be continued or
increased. Further, given evidence regarding the current situation for rural areas
in general and the rural South in particular, combined with the problems of
isolation and lack of economic opportunity, the equity argument can be extended
to support programs which provide differential consideration for educational
programs in run' areas.

Federal invo: ment is also supported to the extent that either "rural desielopment"
or "rural transition" represents a national objective. Market forces are working to
transfer resources out of rural America and argue that the rural policy choice is
between programs to facilitate the transition and development programs des'gned
to overcome and reverse market forces. In either case, however, the existence of
an educated, skilled and flexible work force is critical to the success of the policies.
Thus, if the federal government has a set of rural objectives, quality educational
systems are crucial to accomplishing those objectives.
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Finally, the most neglected reason for federal commitment to eduation and
training relates to tn.: fact that part of the benefis from educational investments
accrue to society at large, and are not realized at the community or even state level.
An explicit recognition of this fact in federal policy debates could lead to a greatly
expanded federal role in the suryort of education.

Policy Options

The following policy options are offered to the federal government if a choice is made
to support education in rural areas.

Increase federal funding support for general education on the grounds that some
part of the social returns to education represent a national benefit not captured at
the local/state level Funds could be used to supplement local and state
expenditures on a per pupil basis or
funding could be provided to support
certain programs deemed to be more
in the national interest.

Consider federal funding support
targeted to rural s..hools. Such
schools tend to be smaller than their
urban counterparts and more isolated.
Thus, it is reasonable to expect that
educational program delivery involves
higher costs in rural -teas. Federal
support could 'It ensure equal
educational °pc ies for rural
students.

The most neglected reason for federal
commitment to education and training
relates to the fact that part of the benefits
from educational investments accrue to
society at large and are not realized at the
community or even stat.! level.

Provide federal support for the development of innovative programs and the
application of new technologies in the delivery of educational programs in rural
areas. Several ideas are available for consideration. For example, the possibility
of using technology to offset the problems of small student numbers and isolation
in many rural schools has been suggested. The labor intensive nature of the
educational process also raises the question of using technology to improve
productivity. Suggestions have been made for the development of vocational
programs modeled after the early vocational agriculture programs which went
beyond job specific skills training and ,Ieveloped leadership and entrepreneurial
abilities. Many examples exist of exemplary school programs and innovative efforts
to improve rural education. Good ideas seem much more abundant than
commitments to improvement as measured in educational funding dollars.

Develop programs to increase public awareness of educational problems and
needs at tiro local level. Education is not simply the responsibility of the school
system. Succ:ssful programs must rely on family and community involvement for
success. Further, with widespread support at the local level, regit,a1 and state
concerns over education needs could be more easily translated into :ending dollars.
This could be accomplished through the use of existing agencies such as the
Cooperative Extension Service, community colleges, and public school systems.
Thee agencies could be instrumental in developing not only increased awareness
but also in providing leadership in developing and implementing local education
programs.

Increase funding for research to provide empirical evidence upon which to base
the development and funding of education and training programs in rural are: s.
Information is needed on:
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Measures of educational quality and the factors which contribute to qLality.
Relationships between specific educational investments and changes in
community economic factors.
Returns to investments in specific educationa! programs (science, mat,,,
reading -.tc.) as opposed to general returns to education.
The magnitude of the benefits to educational investments which are net
captured directly by communities and states.
The interrelationships between community attributes and successful
educational programs.

Provide federal leadership and support to develop a systematic approach to
dealing with the broad range educational problems in rural areas. These include
not only problems with public schools but also problems such as worker retraining,
adult illiteracy, and lifelong educational opportunities for z.dults. A federal task
force, a national conference, or a series of regional conferences could provide the
catalyst for legislative action.
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Keynote Address: Western Region

The Honorable Cecil D. Andrus
Governor of Idaho

I think we can begin with one fundamental assumption--everyone is for rural
development. At least in an election year everyone says they are for in:proving life in rural
America, on o farms and in our small towns. But once we have expressed oiL upport,
there is much less consensus about what we should do, what public policies we should
encourage, or what set of goals we should strive for.

We do know that our natural resource economies have been going through a major
restructuring. Thanks to new technology and better management, those industries are
becoming more efficient producers. Tom is all to the good, but better efficiency often
means reduced employment. And employment in agr'culture, timber, and mining has
decreased substantially. For instance, Idaho's timber industry is back to peak 1979
production levels, but that production is taking place with one-third fewer workers.

Rural economies also tend to be narrowly based on a single industry, making it more
difficult to diversify. In addition, rural areas have been the biggest victims of deregulation
in transportation and communications. In what some are calling the "Information Age,"
rural areas always seem to be the last to have the new technologies. We also have business
financing problems. Some rural entrepreneurs have severe problems locating financing for
anything but the most traditional enterprises.

And, during the last eight years, we have had an administration in Wa ngton that has
pursued agricultural and trade policies that, we can agree, have been dmastating to this
part of the world. Rural America has been th, Jugh a 15-round bout and the knees are
still wobbly. We went the distance and we are still standing, but there are plenty of bruises
left.

Building Rural America

I my state we decided that no economic saviour exists. No one has a magic tnswer,
ancs we are convinced we must do what we can, all by ourselves. I want to talk about what
we are doing and what additional steps must
be taken, beca Ise the survival of rural
America is more than a subject for political
slogans. It is a subject that encomo-sses a
whole way of life in America and strike., at the
very heart of our economic well-being.

Obviously there ave no easy answers for
developing and streng,oening rural America.
I would expect to hear at this conference a
lot of talk about needing business planning
and marketing assistance for entrepreneurs,
providing job retraining assistance for workers
in our changing resource industries, improving
rural telecommunications systems, dealing with
deregulation, filling gaps in the capital market,
managing our natural resources, increasing
value-added processing, and facilitating technology transfer. Since the
academic experts are presenting majn, research papers here, I am sure ther,
dispassionate calls for investment in ..,ore research.

All these are topics that must be addressed if we are to improve rural economies, but
there is a more fundamental question that conies first. It is a value judgment that may

Maintaining stable, productive rut 8l com-
munities is a legitimate social and economic
goal for the United States. I am convinced
that most Americans do want employmen
opportunities to exist in smaller towns, and
they do want the chance to pursue a rural
lifestyle if they choose.

'ion's top
d..,o will be
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trouble academics, but politicians have no problem taking it head on. My premise is that
maintaining stable, productive rural communities is a legitimate social and economic goal
for the United States. I am convinced that most Americans do want employment
opportunities to exist in smaller towns, and they do want the chance to pursue a rural
lifestyle if t".y choose.

The Challenge in Rural Development

The proportion of Americans who are farmers has been declining for 200 years. Since
1960 we have lost 13,000 farms in Idaho. The labor force in our other major resource
industries--forestry and mining--are declining as well. However, we can still maintain a
viable rural economy by making a conscious effort to overcome the barriers of distance and
small size and to capitalize upon advantages like productive and loyal labor forces, low
pollution and crime levels, superb outdoor recreation opportunities, and a generally
superior quality of life. What I am saying is that rural development as an idea, as a goal,
comes from the heart as much as the head.

Idaho has only a million people and 191 cities. We need each of these communities,
but it is a struggle to maintain even the most basic community services in many of those
small towns. We cannot afford to lose more equipment dealers when farmers are already
driving 50 miles to purchase a spare part. Rural hospitals are dosing down at an alarming
rate. Too many windows on main street in rural America are covered with plywood. The
so called "swiss cheese" economy shows pockets of prosperity across the country with the
East and West coasts booming, but there is not much more the rural West can give up
without creating a new generation of ghost towns.

Yet Westerners are traditionalists; we're
conservatives. Change does not come easily,
and there are barriers to overcome as we
accept the changes needed to improve rural
economies. I do not know many third-
generation ranchers in Idaho or Nevada or
Wyoming, or for that matter loggers or
miners, who are comfortable watching their
sons or daughters leave the small towns--and
in many cases leave behind a way of life. We
cannot underestimate the problems of cultural
adaptation, even as economic survival hangs in the balance. A community's willingness o
accept positive solutions to rural problems, even when those solutions mean change, is very
important.

What I am saying is that rural development
as an idea, as a goal, comes from the heart
as much as the head.

Coordination, Innovation, Capability

Clearly, we need a more coordinated and effective approach. United States farm policy
traditionally has served as rural policy, but that will no longer do. While the costs of
commodity programs have gone through the roof since 1981, funding for broader rural
programs in the Farmers Home Administration, the Economic Development
Administration and other agencies have been cut drastically. Rural communities do need
help adjusting to a changing world, determining their futur, and diversifying their
economies. More comprehensive and better -ural programs and policies are a necessity.

Senator Patrick Leahy's rural development legislation is a modest start at the problems
of keeping America's heartland alive. I especially support the idea of enhancing a
community's ability to effectively pursue growth and development. The future of any area
ultimately rests on its local residents. We are building that kind of capability in my state,
and it is already paying us back in a big way. Where I would differ from the proposed
Senate legislation is in denying states a bigger role in the process. States are in a much
better position to identify problems and priorities and, in my opinion, are always more
efficient administrators. States are laboratories for policy experimentation. My plea once
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again to the federal government is do not just give us a new mandate, but for once let some
of the money flow with maximum flexibility.

One other thing the federal government could do for us in the West is recognize that
as our biggest landlord it must be sensitive to the fact that land management policies ..ave
a tremendous impact on our economy. When the Forest Service or the Bureau of Land
Management sneezes, we catch cold. Economic stability should not be an abstract concept
but ought to be a major policy consideration.

The Idaho Experience

Let me spend a few minutes discussing some of the policies and initiatives we have put
in place in Idaho to address the problems of rural development. When I moved into the
Governor's Office in January 1987, our economy was just about as low as it could go. I
went to the Idaho Legislature and asked for,
and received, its support to establish a first-
class economic development agency in state
government. The Legislature properly funded
our State Department of Commerce, and we
went t) work.

Ir the intervening 18 months, we have
create. more than 16,000 new jobs and our
num aloyment rate has gone from a near-
recol d high to a 20-year low. At 42 percent,
it ha:. not been lower since we started keeping
records. Our total employment rate is at an
all-Lme high. In June, our state budget ended
the fiscal year $12 million in the black.

I will be the first to tell you we have not
done all we can, or must do, but we have
come a long way--and it was not just a fluke. We marshalled our resources, we put
together a coordinated program, we went about the hard work of building partnerships, and
we succeeded.

One thing we learned is that rural development is an extremely complex subject that
.:ms across many issues and touches many agencies. In Idaho, we formed a combined
;tate. and federal Idaho Rural Development Committee to coordinate our resources. I
have a similar working group in my office. These groups are intended to serve as a rural
dc velopment "quick response team," able to cut through bureaucratic red tape and across
agency turf lines to coordinate activities, build links between programs, and generally get
things done.

By the way, we make it a policy not to cut the red tape lengthwise. We must learn to
avoid duplication and to use every available resource wisely and well. My point is that
coordination and maximizing resources is essential. We have restructured our economic
development and community development grant program to target the available federal
dollars to projects that produce jobs and enhance a community's resources. In 18 months
we have devoted more than $12 million to more than 70 job-producing, economy-expanding
projects, and the huge percentage of those dollars went to rural areas and small towns.

Let me use one example of how we have leveraged state grant money to create jobs,
new business expansion, and infrastructure. Appleton Produce is a small agricultural
processing firm in Weiser, Idaho, population 4000. Weiser is a rather typical community
in rural Idaho. The firm wanted to e and, but the City of Weiser could not accommodate
the expansion in the city sewer treatment facility. State government stepped in and
committed $282,000 to help the city upgrade its treatment plant. Appleton privately
financed a million dollar expansion, and the package created 70 new jobs. The icing on the
cake is that we also employed the strategy of assisting an Idaho firm in "adding value" to
a homegrown product.

In addition, we have developed a program to enhance a community's ability to
effectively pursue its own economic development. The Gem Communities Program is

One thing the federal government could do
for us in the West is recognize that as our
biggest landlord it must be sensitive to the
fact that land management policies have a
tremendous impact on our economy. When
the Forest Service or the Bureau of Land
Management sneezes, we catch cold.
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designed to deliver basic information on how a community fits into the national and global
economies. It also helps communities assess strengths and weaknesses, set goals, and chart
a future course. It is a partnership-building program. The state is not telling local
communities what to do but is providing technical assistance. The idea is to encourage and
reward local initiative.

Another effort we have undertaken is aimed at encouraging an entrepreneurial climate
El Idaho. We are beefing up our technical assistance through the Department of
Commerce. We have six small business development centers. We have mobilized our
vocational education programs to assist with specialized job training. We are also
developing a package of proposals to address the needs for venture capital.

While we pursue a variety of economic development and diversification projects, we
are also moving to improve the quality of our educational system. Good jobs and the
expansion of economic opportunity follow good schools; it is as simple as that. Idaho and
other states in rural America will not be competitive in this increasingly complex economy
if our young people and our workers are not prepared educationally. And educ.i. ional
quality requires a continuing investment.

Conclusion

I have little faith that the federal government--primarily due to budget restrictions- -
will develop major new rural development programs. What I hope the federal government
will do is construct a farm and trade policy
that helps, rather than punishes rural America.
We have the right to expect that; we have the
right to demand that. TbP federal government
must also give the states the maximum amount
of flexibility to develop policies that work.

I am left with one final conclusion. As we
tackle the challenge of rebuilding rural
America, it will ultimately be the wisdom and
initiative of individual states and local
governments that will cause us to fail or
succeed. We have been through very difficult times--but like those tough, determined
Americans who built our small towns and gave strength to the nation's heartland, we are
smarter, tougher and more confident because we have weathered the bad times. We will
persist. Rural America would not have it any other way.

Good jobs and the expansion of economic
opportunity follow good schools; it is as
simple as that.
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Rural Development Policy Issues in the West

Mike Woods, Oklahoma State University

Rural development has become a concern of many state and federal leaders as rural
areas across the United States struggle through difficult economic times. Natural resource
prices, farm prices, and international events all impact on rural America. The topic of this
paper concerns the rural West and major issues facing its leaders and residents. Although
major themes and generalizations will emerge, the uniqueness of rural areas -- including
those of the West -- cannot be ignored. The paper is divided into two major segments:
(1) the current economic and demographic status of the rural West (as defined by the 11
states in this report) and (2) major issues and related policy concerns.

Current Economic aad Demographic Status

It is important to understand the economic and demographic characteristics of an area
or region before discussing development policy options. Strengths, weaknesses, and trends
are all determining factors of what policy actions are relevant and potentially successful.
This section of the paper will analyze employment and demographic characteristics of the
Western region as defined by this conference.

The focus of this paper is on rural
and/or nonmetropolitan areas. A recent study
by the USDA provides useful information on
nonmetropolitan counties across the United
States. Several national reports have been
published uri67ing the economic, social, and
demographic data. Nonmetropolitan counties
across the United States were classified and
analyzed by policy-relevant variables. The
following nonmetropolitan groups emerged
from the study

Of the 247 counties in the United States
with at least a third of their area in federal
ownership, 199 are located in the West.

Farming-Dependent Counties. Farming (production activity) contributed a
weighted annual average of 20 percent or more of total labor and proprietor
income over the years 1975-1979.
Manufacturing-Dependent Counties. Manufacturing contributed 30 percent or
more of total labor and proprietor income in 1979.
Mining-Dependent Counties. Mining contributed 20 percent or more to total
labor a7d proprietor income in 1979.
Specialized Government Counties. Government activities contributed 25 percent
or more to total labor and proprietor income in 1979.
Persistent Poverty Counties. Per capita family income in the county was in the
lowest quintile in each of the years 1950, 1959, 1969, and 1979.

4, Federal Lands Counties. Federal land was 33 percent or more of the land area
in a county in 1979.

4) Destination Retirement Counties. For the 1970-1980 time period, net
immigration rates of people aged 60 or over were 15 percent or more of the
expected 1980 population aged 60 or over.

The seven rural county groups included all but 370 of the 2,443 nonmetropolitan
counties in the United States (metro status is based on 1974 Office of Management and
Budget designation). Nationwide there are 702 farming-dependent counties, 678
manufacturing-dependent counties, 200 mining-dependent counties, 315 specialized
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government counties, 242 persistent poverty counties, 247 federal lands counties, 515
destination retirement counties, and 370 ungrouped counties. Overlaps were allowed and
22 percent of the counties fell in two of the seven groups with 6 percent in three or more
groups. Fifty-seven percent of the rural counties belong exclusively to only one group.

The USDA study was utilized to analyze the 11 states included in the Western region
which is the focus of this paper. Table 1 lists the Western region nonmetropolitan counties
by type. It is interesting to compare the total number of counties by type in the Western
region to the nation as a whole. Across all the Western states, there are 92
farm-dependent counties. This is 27 percent of all nonmetropolitan counties compared to
29 percent nationwide. There are 41 manufacturing-dependent counties or 12 percent of
the total compared to 28 percent nationwide. Fifty-five counties or 16 percent are
mining-dependent compared to 8 percent nationwide. Specialized government counties
number 135 or 39 percent for the Western region compared to 13 percent for the nation
as a whole. Th are only 4 persistent poverty counties or 1 percent compared to 10
percent nationvi le. Federal lands counties number 199 or 58 percent in the Western
region compared to only 10 percent for the nation, Destination retirement counties
number 85 or 25 percent for the Western region compared to 21 percent for the nation.
The ungrouped counties number 21 or 6 percent for the Western region compared to 15
percent for the nation as a whole.

Several generalizations concerning the Western region emerge in this study. In terms
of nonmetropolitan farm-dependent counties and destination retirement counties, the
Western region of this study is very similar to the United States as a whole. The Western
region lags substantially in the number of manufacturing-dependent counties. The U.S.
manufacturing base has migrated more to other nonmetropolitan areas. For example,
textile mills have been important in the South. The Western region depends more on
natural resources, as this study will reveal.

The Western region leads, percentage wise, in the number of nonmetropolitan
counties in three categories: mining, specialized government, and federal lands. These
categories emphasize the natural resource base and the vast acreage in federal lands, both
of which characterize the West. It should be noted, however, that the West is not totally
homogeneous. For example, California, Oregon, and Washington have no
mining-dependent counties listed and
represent three of the most populated states
in the West.

The West has only 1 percent of all
nonmetropolitan counties classified as
persistent poverty counties compared to 10
percent for the nation. This implies persistent
low income and related policy nrescriptions
may be more critical in other it-gions of the
country.

Table 2 lists employment by industry for
the states in the Western region. The final
column lists total region employment with each sector as a percentage of the total in
parenthesis. This can be compared to total U.S. employment by sector in Table 3. It is
interesting to note that as a region, tF West is very similar across sectors when compared
to the United States. For example, employment in mining represents 1.3 percent of the
total for the West compared to 1.2 percent for the nation. The difference in mining
employment comes with specific states; Colorado (3.5 percent), Montana (3.2 percent),
Utah (2.9 percent), and Wyoming (18.4 percent). This trend is supported in Table 1 where
the mining-dependent counties of the 4 above listed states number 38 out of a total of 55
for the region. Again, the point to be made is that the West has several overall
characteristics which are not shared by each individual state. Another interesting point is
the high percentage of manufacturing employment in California (23 percent), Oregon (24
percent), and Washington (21 percent) compared to the region as a whole.

Population levels for the West are listed in Table 4. The most populated state is
California with 23,668,000 population in 1980. The next largest population is Washington

The Western region leads, percentage wise,
in the number of nonmetropolitan counties
in three categories: mining, specialized
government, and federal lands.
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Table 1. Western Region Nonmetropolitan Counties by Type

State Num. of Farm Manu- Mining Special-
Counties Depen- facturing Depen- ized Persistent Federal Retire-
in State dent Dependent dent Gov't. Poverty Lands ment Ungrouped Metro Non-Metro

Number of Counties

Arizona 14 0 0 3 5 0 8 9 1 2 12

California 57 10 3 0 10 0 18 17 1 25 32

'Nor ado 63 18 0 11 10 1 32 8 1 10 53

Idaho 45 15 11 4 5 0 32 9 3 1 44

Montana 56 24 3 8 20 0 21 3 4 2 54

New Mexico 31 6 1 6 13 3 12 9 4 2 29

Nevada 17 0 0 4 2 0 14 6 0 2 15

Oregon 36 5 12 0 4 0 16 10 2 6 30

Utah 29 .5 2 7 4 0 23 7 1 5 24

Washington 36 9 9 0 5 0 10 7 1 7 29

Wyoming 24 2 0 12 2 0 13 0 3 0 24

TOTAL 408 92 41 55 135 4 199 85 21 62 346

(27%) (12%) (16%) (39%) (1%) (58%) (25%) (6%)

Source: Bender, et al., 1985.



Table 2. Western Regional Employment - 1984.

Industry Arizona California Colorado Idaho Montana New Mexico

Ag Services,
Forestry,
and Fisheries 8,215 (0.9%) 64,961 (0.7%) 5,568 (0.5%) 2,175 (0.9%) 1,145 (0.6%) 1,600 (0.4%)

Mining 14,762 (1.6%) 64,458 (0.7%) 40,368 (3.5%) 3,905 (1.6%) 6,528 (3.2%) 22,545 (6.3%)

Contract
Construction 92,208 (9.7%) 474,222 (5.3%) 88,813 (7.7%) 14,167 (5.7%) 10,792 (5.3%) 34,516 (9.6%)

Manufacturing 163,345 (17.3%) 2,061,622 (23.1%) 193,865 (16.9%) 52,875 (21.4%) 21,510 (10.6%) 32,915 (9.2%)

Transportation
and Other Public
Utilities 51,093 (5.4%) 533,391 (6.0%) 77,947 (6.8%) 14,411 (5.8%) 16,101 (7.9%) 24,801 (6.9%)

Wholesale Trade 56,588 (6.0%) 622,717 (7.0%) 79,970 (7.0%) 21,200 (8.6%) 16,434 (8.1%) 21,137 (5.9%)

Retail Trade 223,559 (23.6%) 1,830,264 (20.5%) 257,182 (22.4%) 57,636 (23.4%) 56,489 (27.8%) 91,099 (25.4%)

Finance, Insurance,
and Real Estate 69,433 (7.3%) 706,219 (7.9%) 89,011 (7.7%) 15,261 (6.2%) 13,958 (6.9%) 22,945 (6.4%)

Services 255,521 (27.0%) 2,452,456 (27.4%) 303,741 (26.4%) 58,210 (23.6%) 57,044 (28.1%) 98,276 (27.4%)

Nonclassifiable
Establishments 11, (1.2%) 127,414 (1.4%) 13,047 (1.1%) 6,699 (2.7%) 2,988 (1.5%) 8,286 (2.3%)

TOTAL 946,161 8,937,724 1,149,512 246,539 202,989 358,120
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Table 2 Continued. Western Region Employment - 1984.

Industry Nevada Oregon Utah Washington

,W11/.111=C1=1==

Wyoming Total

Ag Services,
Forestry,
and Fisheries

Mining

Contract
Construction

1,605 (0.4%) 7,906 (1.0%) 1..,:o2 (0.3%) 11,140 (0.9%) 411

5,198 (1.4%) 1,302 (0.2%) 13,057 (2.9%) 2,990 (0.2%) 25,367

25,479 (7 0%) 2C,;;;.0 (3.8%) 27,666 (6.1%) 73,921 (5.7%) 10,705

Manufacturing 20,648 (5.7%) 193,889 (24.2%) 90,471 (19.8%) 278,896 (21.5%) 7,891

Transportation
and Other Public
Utilities

Wholesale Trade

Retail Trade

Fumice, Insurance,
and Real Estate

Services

Nonclassifiable
Establishments

22,536 (6.2%) 48,348 (6.0%) 31,898 (7.0%) 81,522 (6.3%)

14,340 (3.9%) 63,453 (7.9%) 33,487 (7.3%) 93,372 (7.2%)

70,272 (19.2%) 186,126 (23.2%) 99,945 (21.9%) 294,849 (22.8%)

(0.3%) 105,888 (0.7%)

(18.4%) 200,480 (1.3%)

(7.8%) 883,179 (5.9%)

(5.7%) 3,117,977 (20.9%)

11,004 (8.0%) 913,053 (6.1%)

.,998 (5.8%) 1,030,696 (6.9%)

34,114 (24.8%) 3,201,535 (21.5%)

18,463 (5.1%) 54,775 (6.8%) 30,643 (6.7%) 98,063 (7.6%) 8,029

183,200 (50.2%) 206,290 (25.7%) 122,229 (26.8%) 343,568 (26.5%) 30,554

3,425 (0.9%) 8,864 (1.1%) 5,547 (1.2%) 16,189 (1.3%) 1,698

(5.8%) 1,126,800 (7.6%)

(22.2%) 4,111,089 (27.6%)

(1.2%) 205,594 (1.4%)

TOTAL 365,166 801,643 456,105 1,294,510 137,771 14,896,240

Source: U.S. Department of Commerce, Bureau of the Census, County Business Patterns.
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Table 3. United States Employment by Indust -1984.

Industry Unitil States

Ag Services, Forestry, and Fisheries 356,881 (0.5%)

Mining 974,285 (1.2%)

Contract a istruction 4,171,763 (5.3%)

Manufacturing 19,325,352 (24.8%)

Transportation and Other Public Utilities 4,675,385 (6.0%)

Wholesale Trade 5,387, 724 (6.9%)

Retail Trade 16,080,830 (20.6%)

Finance, Insurance, and Real Estate 5,783,225 (7.4%)

Services 20,349,322 (26.1%)

Nonclassifiable Establishments 890,799 (1. i %)

TOTAL 77,995,566

Source: U.S. Department of Commerce, Bureau of the Census, County Business
Patterns.
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Table 4. Western Region Population, 1980.

Population Urban (Percent) Rural (Percent)

Arizona (AZ) 2,718,000 2,279,000 (83.8%) 439,000 (16.2%)

California (CA) 23,668,000 21,608,000 (913%) 2,060,000 (8.7%)

Colorado (CO) 2,890,000 2,330,000 (80.6%) 560,000 (19.4%)

Idaho (ID) 944,000 510,000 (54.0%) 434,000 (46.0%)

Montana (MT) 787,000 416,000 (52.9 %) 370,000 (47.1%)

New Mexico (NM) 1,303,000 940,000 (72.1%) 363,000 (27.9%)

Nevada (NV) 800,000 683,000 (853%) 118,000 (14.7%)

Oregon (OR) 2,633,000 1,788,000 (67.9%) 845,000 (32.1%)

Utah (UT) 1,461,000 1,233,000 (84.4%) 228,000 (15.6%)

Washington (WA) 4,132,000 3,037,CA,40 (73.5%) 1,095,000 (26.5%)

Wyoming (WY) 470,000 295,000 (62.7%) 175,000 (37.3%)

Region Total 41,806,000 35,119,000 (84.0%) 6,687,000 (16.0%)

U.S. Total 226,546,000 167,051,000 (73.7%) 59,495,000 (26.3%)

Source: U.S. Department of Commerce, Bureau of the Census, Statictical Abstract of
the U.S., 1986.

Table 5 lists population per square mile for the states in the West as well as for the
nation as a whole. Population density is an important factor affecting tax revenues as well
as ability to deliver various services. As can be seen, across the entire nation the average
density is 67 persons per square mile compared to 38 persons per square mile for the West.
This figure would be even more extreme were it not for California where 264 persons per
square mile reside. Most of the states in the West (excluding California and Washington)
have a low population density and this will impact on possible policies to aid in rural
development.

Western region population projections are included in Table 6. Across all states in
the West except Montana, population is projected to grow more rapidly than the national
average of 73 percent. California, because of its large population, will still be the dominant
population center. However, the states with smaller total population levels are projected
to experience large percentage growth which could challenge local and state officials in
providing needed services.
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Table S. Western Region Population Density, 1980.

Population
Population per Square

Mile of Land Area

Arizona (AZ) 3,053,000 27

California (CA) 25,622,000 264

Colorado (CO) 3,178,000 31

Idaho (ID) 1,000,000 12

Montana (MT) 824,000 6

New Mexico (NM) 1,424,000 12

Nevada (NV) 911,000 8

Oregon (OR) 2,674,000 28

Utah (UT) 1,652,000 20

Washington (WA) 4,349,000 65

Wyoming (WY) 511,000 5

Total 45,199,000 38.5

U.S. Total 236,158,000 67

Source: U.S. Department of Commerce, Bureau of the Census, Statistical Abstract of
the U.S., 1986.

Major Issues of the Rural West

The rural West includes a diverse set of counties and communities. As a result, the
following major issues should be considered when potential policies for rural economic
development are formulated:

National resource industries as a part of the rural economic base. Natural
resources including energy, agriculture, mining, forestry, and fishing make up an
important segment of the rural West's economic base. Forestry counties are
clustered in the Pacific Northwest and specialized agricultural counties appear in
California's Central Valley and in irrigated areas in the Snake and Columbia
Basins of the Pacific Northwest. Counties that have heavy mining activity include
the Rocky Mountain area (copper, lead, silver, uranium) and Nevada (gold,
tungsten). Energy extraction counties are found in the Rocky Mountain area
bordering the Western region of this study. Other parts of the country also have
a high dependence on natural resources but the rural West has its share.
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Table 6. Western Region Population Projections.

1980 1990 2000
Percent Change Percent Change

1980-1990 1990-2000

Arizona (AZ) 2718,000 3,994,000 5,582,000 46.5% 39.8%

California (CA) 23,669,000 27,526,000 30,613,000 16.0% 112%

Colorado (CO) 2889,000 3,755,000 4,657,000 29.5% 24.0%

Idaho (ID) 944,000 1,214,000 1,512000 28.0% 24.6%

Montana (MT) 787,000 888,000 963,000 12.6% 8.4%

New Mexico(NM) 1,300,000 1,536,000 1,727,000 17.7% 12.5%

Nevada (NV) 799,000 1,275,000 1,919,000 59.1% 50.4%

Oregon (OR) 2633,000 3,319,000 4,025,000 25.7% 21.3%

Utah (UT) 1,461,000 2040,000 2,777,000 38.7% 36.1%

Washington (WA) 4,130,000 5,012000 5.932,000 21.0% 16.4%

Wyoming (WY) 471,000 701,000 1,002000 483% 42.9%

Regional Total 41,801,000 51,260,000 60,609,000 22.6%

U.S. Total 226,505,000 249,203,000 267,462000 9.7%

18.2%

73%

Source: U.S. Department of Commerce, Bureau of the Census, Statistical Abstract of the U.S., 1986.
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Natural resource industries impacting the rural West arc influenced by many
forces including global economic change, national re.. )urce /environmental policy,
and technical change. Although diverse in its impact on specific national resource
industries, U.S. monetary and fiscal policies have a great influence on the natural
resource industry as a whole. Environmental policies regulating the In.-vesting or
extraction of natural resources impact the level of income as well as future quality
of life of rural areas. Technical change often allows the substitution of capital for
labor. With labor intensive natural resource industries, this technical change can
possibly have a tremendous impact on the level of employment. The contribution
of technological change to reduced a ricultural employment provides a good
example of this potential impact.

A high incidence of federal lands occurring in the West. Of the 247 counties
in the United States with at least a third of their area in federal ownership, 199 are
located in the Weer' The USDA study by Bender, et al. notes characteristics of
federal lands counues include remoteness from large metro areas, rapid population
increases, large farms and ranches, and people who tend to reside in small towns
and cities rather than in the open country.

The major basic industries in federal lands counties are government
employment and manufactLirg. Farming activities in the West are unique in
having a lower average value per acre than the U.S. average but having a much
larger average size. Regulations concerning grazing and management practices
impact the use of public lands in agriculture. Management of public lands has
become a major issue. Likewise, forest management of public lands is extremely
important and controversial.

The sparse population levels e.iisting in many rural areas in the West.
Many states in the West are characterized by low population densities. Take away
the metropolitan centers in these
states and the sparse population in the
rural areas is even more extreme.
Low population density presents a
problem in terms of providing services
efficiently and economically. Health
care, physical infrastructure, and
educational services will cost much
more per person in areas of sparse
population.

Because of sparse population
levels in many areas of the rural
West, a policy strategy of growth
centers has often been considered.
Trade centers for the agricultural and
mining industries of the rural V, est have emerged. These centers may survive the
economic difficulties while smaller communities continue to decline. Should state
and federal governments consider targeting aid to these growth centers to increase
the chance of success with economic development efforts? Should transition
policies be established which in effect aid in the decline of others or make the
decline less burdensome?

Low population density presents a problem
in terms of providing services efficiently and
economically. Health care, physical infra-
structure, and educational services will cost
much more per person in areas of sparse
population.

The information age and rural development. A broader issue affecting all of rural
America, but particularly the West, concerns the rapidly changing information
technologies. Communication equipment and data processing capabilities are
changing the way our society and economy operate. Jobs are now more likely to
be created by services than natural resource extraction or manufacturing. This has
broad implications for rural areas of the West. If rural areas are to compete in
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our yew economy, they will have to understand and master the new information
technologies.

Federal macroeconomic policies. Some authors argue that rural areas wound
benefit greatly from expansionary macroeconomic policies since rural areas have
a disproportionate number of low income and underemployed persons and
exchange rate sensitive industries hampered by current policies. The federal
budget deficit and international trade deficit are two examples of problems strongly
impacting the rural West. The implication is that tilt. rural Wesc should be
particularly interested in influencing U.S. macroeconomic pciiries.
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Local Perspective on Western Issues

Dale White, County Judge
Harney County, Oregon

In preparing for this presentation, I happened to look back at some of the old
conference programs of the National Association of Counties' Western Interstate Region.
That conference brings together all the counties in the 13 Western States to talk about
mutual problems and to share information on Western issues. One of the featured
programs at a Will conference was "salvaging our rural communities: The year was not
1987 or 1988. It was 1972! In 1988 it seems we are still looking for answers.

For those of us who have lived in the rural West, both native and newcomer, there are
two major common denominators to our lives. One is a tenacity to stay with a particular
place or particular people. In order to do that, as one author puts it, we will stick, dig in
like badgers, and change jobs with the seasons: waitress, logger, carpenter, river guide,
Berk, cowhand, or keypunch operator. This uniquely "Western" characteristic has to be
recognized as an asset in talking about rural development in the West.

The other common denominator is our constant companion and landlord, the federal
government. An Easterner looking at a land ownership map of the United States would
think that the feds owned most of our front yards. Sometimes, to some of us, it seems that
they own our backyards as well. Over half of the West is in public ownership: national
parks, forests, monuments, wildlife refuges,
recreation areas, military reservations. Large
amounts of land are also owned or held in
trust for Indian tribes. Some counties may
have 80 percent, 90 percent, or even 95
percent of their jurisdictions in public lands
ownership. That translates to counties with a
tax base of only 20 percent, 10 percent, or
even 5 percent of their total land area.

A fellow county commissioner of mine in
a rural county on Colorado's Western slope
tells mc. about an elderly gentleman he met at
a local cafe. Seems he had come to the
county in anticipation of the coming boom in
oil shale development. "When was that?" my
friend asked. In 1896: he replied.

Of course, the dominating forces which have shaped our rural economies have been
the West's natural resources: vast lands for grazing cattle or farming, sweeping forests for
harvesting timber, and a complex geology that yields valuable oil, gas, and other strategic
minerals. Blessed with vast natural resources, the West and her rural communities also
have been perpetually at the mercy of wild and unpredictable swings in demand for those
resources. Boom and bust we call it. And for right now in much of the West, it is more
bust than boom.

For those of us elected to local government offices, the most predominant concern has
been how to maintain economic stability in Western communities that are dependent on
federal government policies for natural resource development. And this in an age when
global economic factors beyond our control are having impacts on both our national and
rural economies.

We in rural areas are aware that our local firms are competing with foreign and
domestic concerns alike. For local officials who have traditionally had a local or statewide
focus on economic development, there is a new awareness of the international nature of
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Over half of the West is in public owner-
ship. Some counties may have 80 percent,
90 percent, or even 95 percent of their
jurisdictions in public lands ownership.
That translates to counties with a tax base
of only 20 percent, 10 percent, or even 5
percent of their total land area.
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our economy. Just as an example, the National Association of Counties has for the last two
years sent a delegation of county officials to Taiwan to explore access to foreign markets.

Our concern for community stability is directly related to the policies for natural
resource development of the federal land management agencies, the Department of
Agriculture, and the Department of Interior. The U.S. Forest Service has now identified
260 communities across the nation that are "economically dependent" on timber from the
national forests. That means that at least 10 percent of a community's work force is
directly dependent on the processing of national forest timber. The decisions that are made
on how those national forests are managed can have a dramatic impact o whether or not
a community will have increased unemployment and other economic dislocations. To
illustrate, in Darby, Montana, the Forest Service's decision to cut back on a timber harvest
led directly to the local lumber mill closing
that threw over 150 employees out of work.

The Darby case also illustrates another
major concern Western rural communities
face that is somewhat different from that of
rural communities in the rest of the nation.
This concern is a decisionmaking process that
pits local economic concerns and values
against national concerns about conservation
and the environment. Ever since the
enactment of federal legislation governing the
management of public lands, there has been
debate over the use of our nation's natural
resources. The basic laws which have evolved
over the last two decades call for a multiple-
use concept in public lands management.
That is, uses can range from oil and gas
exploration and development to recreation and
wildlife protection policies. There are inherent conflicts in many uses and thf federal
agencies in consultation with state and local officials must sort out the difficult choices.

Can economic development and conservation coexist? Much of the future rural
development in the West will depend on how the federal agencies respond to the current
pressures to alter the traditional interpretations of multiple use. Environment and
conservation interests are currently lobbying Congress to elevate recreational uses and to
limit timber, mining, and oil and gas development on public lands.

As more and more federal lands are placed into wilderness, less timber becomes
available for harvest. And the community stability of rural communities is threatened.
While there have been some claims that recreation and tourism will offset the decline in
timber and mining industry, local communities are wary of giving up traditional economic
livelihoods for an uncertain alternative. Many in Western communities are frustrated when
they see a Congress in Washington D.C. making decisions over which they have little
influence or control.

This leads to a last major point that needs to be understood in dealing with rural
development issues in the unique West. In case you have not noticed, federal policymaking
is not exactly a rational exercise in which all the merits are debated coherently and logically.
Rather it is a political process with many perspectives tha. have to be accommodated in
order to achieve a consensus program.

In Congress, rural issues have diminished in importance. In 1918, rural Americans
accounted for one-half of all residents. In 1988, only one-fourth of the population was
rural. Reapportionment has dimmed the voice of rural America in the halls of Congress.
This presents an obstade that must be overcome. As we all know, seniority is all-important
in the political arena, and right now rural legislators lag in seniority as well as numbers.

The past eight years have seen a dramatic shifting of responsibilities from the federal
to the state and local levels of government. At the same time, federal budget deficits have
grown to astronomical proportions. In the Congressional cutting frenzy to reduce the
federal deficits, many programs that provided assistance to local government were cut or

As more and more federal lands are placed
into wilderness, less timber becomes avail-
able for harvest. While there have been
some claims that recreation and tourism
will offset the decline in timber and mining
industry, local communities are wary of
giving up traditional economic livelihoods
for an uncertain alternative.



eliminated, including General Revenue Sharing, a $4.5 billion a year no-strings-attached
program for local governments. Due to our low and sparsely populated counties, these
cuts are causing a severe strain on our local budgets. Rural health care, infrastructure, and
educational programs have been severely hurt.

These are some of the more important factors that must receive attention in planning
for a rural development strategy. I would like to suggest that in developing rural policies,
we must have a clear picture of the differences in rural economies in all regions of the
country and why they are all important to the national eco..omy. We must assure that
politics and political requirements be given a realistic appraisal. The competition for
policies and programs in this era of fiscal constraint is fierce, and we must accurately gage
our opportunities and limitations. And finally, I urge that local involvement and
commitment be the cornerstone of our policies. Grassroots initiatives remain the best
motivation for local communities and the most crucial factor in successful efforts.
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Public Lands Policy

Thomas It Harris, University of Nevada
Ronald L Shane, University of Nevada
William 0. Champney, University of Nevada

Of the total acreage owned by the federal government, approximately 93 percent is

located in thirteen Western states. Not only are most of the federal lands located in the
West but the federal government is also the dominant landholder in the West and
administers approximately 60 percent of the land area (Table 1). Because of the vast
federal ownership of Western lands, public land management plays an important role in
the economic activity of rural Western states. Frank Gregg, former director of the Bureau
of Land Management, states:

Many of our neighbors depend on the public land for their livelihood and
their recreation. The public land is their environment and the qualities
of their communities are influenced by our management decisions.

Therefore, the primary objective of this paper is to examine the impacts on rural
economic activity from public land management in the West. For purposes ofthis paper,
the term "public lands" refers to lands administered by the federal government. In
pursuance of this objective, the paper is divided into three parts:

A history and survey of current
developments in public land
ownership in the Western United
States.
A list of key issues as to rural
Western states economic development
and public land management.
Suggested policy options involving
public land management and Western
rural economic development.

Because of the vast federal ownership of
Western lands, public land management
plays an important role in the economic
activity of rural Western states.

History and Current Developments in Public Land Policies

Until the passage of the Taylor Grazing Act in the 1930s, the range was open to
miners and ranchers with no restrictions. Forage resource depletion prompted the passage
of the Taylor Grazing Act which ended an era of open range and began the period of
custodial management. Custodial management was replaced by intensive management
with the Independent Offices Appropriation Act of 1952. This managerial evolution was
of no great concern to Westerners until the 1970s. Even the following statement in a 1970

report by the Public Land Law Review Commission did not raise significant interest when
it supported a dramatic change regarding transfers of public lands to private ownership.

The policy of large-scale disposal of public lands reflected by the majority
of statutes in force today should be revised and that future disposal should
be only for those lands that will achieve maximum benefit for the general
public in non-federal ownership, while retaining in Federal ownership
those whose values must be preserved so that they may be used and
enjoyed by all Americans.
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Table I. Total Land and Federally Owned Acreage in Thirteen Western States, 1986.

State Total Acreage
Acreage Owned by

Federal Government

Percentage of Total
Acreage Owned by

Federal Government

(1,000 Acres) (Percent)

Alaska 365,482 318,357 87.11
Arizona 72,688 31,673 43.57
California 100,207 46,323 46.23
Colorado 66,486 24,189 36.38
Hawaii 4,106 687 16.73
Idaho 52,933 33,759 63.78
Montana 93,271 28,236 30.27
Nevada 70,264 59,815 85.13
New Mexico 77,766 25,871 33.27
Oregon 61,599 30,031 48.75
Utah 52,697 33,569 63.70
Washingtor 42,694 12,459 29.18
Wyoming 62,343 31,431 50.42

TOTAL 1,122,536 676,400 60.26

Eleven Contiguous
Western States 752,948 357,356 47.46

United States 2,271,343 727,113 32.01

Source: U.S. General Services Administration. Inventory Report on Real Property
Owned by the United States Throughout the World. Various issues.

The complacent reaction to this recommendation was partly the result of other
recommendations in the report that protected traditional uses, made land available for
community expansion and initiated payments to local governments in lieu of property taxes.
The low-keyed public rhetoric of some traditional range users changed with the 1976
passage of the Federal Land Policy and Management Act which enacted the
recommendation that public lands be retained in federal ownership. This Act helped ignite
the unsuccessful Sagebrush Rebellion which began in 1979. Other factors contributing to
the Rebellion were intensification of management practices by the Bureau of Land
Management and the increasing effectiveness of environmental and recreational groups in
advancing their concerns relative to administration of public lands. Traditional users felt
that their livelihood and lifestyle were being diminished by absentee interests. Some of
the more visible signs of this conflict were laws to preserve wild horses and burros and
legislation restricting predator control.

However, the spirit of the Sagebrush Rebellion spread beyond the originators, who
were primarily ranchers dependent on public lands for cattle grazing. As government
agencies began to seek withdrawal of land from multiple -use management, lands previously
open to private individuals and firms were being designated as exclusive or single-use for
only the federal government (e.g., military reservations and nuclear waste disposal sites).
A wide range of special interest groups were attracted. At the height of the Sagebrush
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Rebellion, the government proposed deploying the MX missile system on a huge slice of
public lands spread over Nevada and Utah. This threat to open access on the designated
land areas brought together a curious alliance of conservative rural residents, miners,
ranchers, and urban en;:ronmentalists who fought the proposed missile system. Although
the MX race track deployment was eventually rejected, the MX controversy increased
Western urban resident awareness of the importance of public lands. Urban residents, as
well as rural residents, are now more sensitive to changes in public land management and
how management policies not only impact rural economies but also urban economies.

Key Issues

To address issues related to impacts of public lands on rural development in the
western United States, it is useful to first identify what alternative scenarios could exist.
That is, impacts of public lands relative to what? One approach is to categorize alternative
scenarios according to the types of products and services rn-thcoming from the public
lands. It is possible to identify three distinct commodity mixes forthcoming from a
particular area of public land:

Commodities which could be produced at an optimal level by the private sector
(e.g., BLM or FS grazing, hunting, fishing, camping, off -road vehicle use).
Commodities which could only be produced at an optimal level by the public
sector (e.g., national defense, wilderness areas).
A combination of private and public sector commodities (e.g., grazing in Aerness
areas).

For private sector commodities, an obvious standard of comparison is resource use
under competitive private resource ownership. For public sector commodities, the standard
of comparison is less direct but involves behaving as if one is a private firm producing
commodities at a level where the value of the last unit produced is equal to the opportunity
cost of production.

Analysis of key policy issues should cover both distributional and economic efficiency
impacts of public land ownership. Unfortunately, comprehensive economic research has
not been completed to evaluate trade-offs involved if some currently public lands were
placed under private ownership or if government were to recognize the f,,ll costs of
producing public commodities. For policy analysis the question is: What would the current
economy of the Western states be and what would the difference in future economic
development be under these alternative situations?

Key issues concerning public lands and rural economic development from a local
community perspective will be discussed in the following four broad and overlapping
categories:

Community revenue base.
Development stimulation and constraint.
Impacts to adjacent private property.
Transference of public lands from multiple-use to single-use.

Community Revenue Base

Because federal lands are exempt from state, county, and local taxation, many state,
county, and community decision makers believe that the presence of federal lands reduces
revenues to their particular governmental entity.

With the passage of the Federal Land Policy and Management Act of 1976 with the
provisions of in-lieu of payments, governmental leaders realized payments from the federal
government for federal lands located in their jurisdiction. The computation of federal in-
lieu of payments to governmental entities is complex and the amount realized by
governmental entities is restricted by full or partial appropriations by the U.S. Congress.
Also, in-lieu of payments are capped by either county population or amount of public lands
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within a county's boundary. In-lieu of payments do not account for differences in dollar
value of economic activity on these public lands. Therefore, given two counties of equal
acreage of public lands and population, with one county completely devoted to agricultural
grazing and the other to a rapidly de. :loping mining industry, both counties would receive
the same in-lieu of payment.

Federal officials argue that the presence of a national forest or park is a positive
stimulus to local economic activity and often causes an increase in land values in and
around the federal lands. This is reflected in local governmental treasuries.

If public lands, or a portion of the public land, were in private ownership, there would
be an expectation of a higher level of business services being produced and a lower
proportion of "scenic" preservation. By incorporating considerations other than visitor fee
revenues into the design of natural parks through the political process, public lands tend
to be more land intensive, have fewer visitor days, and have lower levels of non-land
investments.

Development Stimulation and Constraints

Gateway communities (e.g., Gatlinburg, Tennessee) exist near the entrarsce to most
of the heavily visited national parks. The nearby communities often proviez services for
park visitors or other federal land users, services or facilities which otherwise would be
located on the federal land. For these particular communities, economic activity is likely
higher because extensive government ownership of land fosters a geographic concentration
of commercial businesses.

Developments on public lands to produce public commodities can have positive
economic and social impacts on the community. On the other hand, growth stimulated by
the presence of federal land can transform the society and cultural character of the region
in ways not favored by the local populous (e.g., the MX missile deployment).

Another concern, particularly in the West, is that federal land constrains expansion
of some communities. Some rural
communities where Forest Service or BLM
land dominates the area believe that their
community is essentially land locked.

With the passage of the Federal Land
Policy and Management Act of 1976, a
provision developed procedures where local
government entities may request the release
of federal lands for community expansion. It
should also be noted that some individuals
active in community affairs may not want
transference of public lands to private lands
because this action would expand the
quantities of land available to the community
and therefore would reduce the value of
existing private real estate holdings.

While public lands do constrain
development around many communities, this
constraint sometimes is seen as being desirable because it blocks urban sprawl and
preserves open space. The city of Barstow, California, requested that BLM acquire land
around its boundaries to limit community outward expansion.

Private land owners who are dependent on
federal lands to operate their businesses see
themselves as beleaguered by federal
policies and laws which make their private
management objectives subservient to public
objectives. Delayed federal decisions and
detailed regulations increase their cost of
operation.

Adjacent Private Property

Private lands intermingled with federal land are sensitive to federal land-management
policy. Boundaries between private lands and federal lands are usually unfenced or
unmarked. This allows increased numbers of people and animals to trespass from public
lands to private lands more easily than if the lands were entirely private.
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Private livestock losses from federally protected predators is a volatile subject in the
West. Ranchers also contend that game animals and federally protected wildlife such as
horses and burros originating on nearby federal lands crinsume crops and drink water
from ran& r stock tanks without the proper compensation ,hat would occur under a system
of completely private property rights.

Private land owners who are dependent on federal lands to operate their businesses
see themselves as beleaguered by federal policies and laws which make their private
management objectives subservient to public objectives. Delayed federal decisions and
detailed regulations increase their cost of
operation.

With the possible deployment of the MX
missile system, an interesting resource
question evolved which has not been tesolved.
If a resource such as underground water
begins or transverses through public lands, can
the public entity use the water supply and
effectively cut off water supply to a current
private user? Ownership of resource rights on
public ground may supersede state law and be
the property of the federal entity. Therefore,
impacts from the potential restrictive use of
the water resource is a question currently
unanswered.

Because the presence of federal land and
activities that take place upon it often have
a profound influence on nearby commun-
ities and individuals, national policy should
reflect a federal concern for such off -site
impacts insofar as the lands are not
sacrificed.

Transference of Public Lands from Multiple-Use to Single -Use

The principle of multiple-use management is based on the notion that there are
competing but compatible uses of the resources. Conflicts over competing uses are
resolved within a multiple-use framework in a process which includes public hearings,
standard economic analysis, management principles, politics, and the legal system. With
single-use, in-lieu of payments may be reduced and impact local fiscal balances. Also,
mandated single-use will reduce tl , web of private activities associated with multiple-use.
However, some single-use practices may be of such a size and ni lure as to increase private
activities above artificially enforced multiple-use levels. Also, transference from
multiple-use to single-use practice may, in some cases, increase local fiscal balances.

Federal Role

The justification for a federal role in federal lands management is obviously based on
federal ownership. However, issues of equity, efficiency, and complexity alstl are important
considerations, or should be important, in public lands management decisions.

Policy Options

The presence of federal land creates distinctive and often critical management
problems. The resolution of these problems challenges the ingenuity and management
skills of federal land managers; the planning and regulation capabilities of state, regional,
and local agencies; and the management flexibility of private landowners. Because the
presence of federal land and activities that take place upon it often have a profound
influence on nearby communities and individuals, national policy should reflect a federal
concern for such off-site impacts insofar as the lands are not sacrificed. Conversely, state,
regional, and local government officials and private landowners should be sensitive to those
values of the federal land that are prized by non-local constituencies.

So closely interwoven are the uses of federal lands and the uses to which neighboring
lands are put, that the prevention and resolution of adjacent land conflicts cannot be
separated from the federal land managers' basic responsibility for managing and protecting
the public's lands.
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Approaches to resolution or prevention of adjacent land issues have depended on
utilization by agencies of rather traditional techniques and mechanisms -- acquisition and
exchange being the foremost examples. Yet these have their limits. On the other hand,
state and local governments have placed some reliance on use of their traditional r.d
established authority, particularly their police power as expres-sci in zoning ordinances and
subdivision controls. The challenge is to link federal agency action with the actions of state
and local government. Such regional efforts as Section 208 wastewater management
planning and coastal zone management arc possible mechanisms. But, if fedcral agencies
arc I be able to perform as working partners in such cooperative efforts, field-level staff
will require direction, training, and the assistance of experts in such fields es urban and
rural dynamics, economics, and law.

In developing suggested policy options, it is helpful to analyze the four key issues from
the community's perspective. F -an these community perspectives, policy options are
developed.

Revise the In-Lieu of Payments Formula. The central issue here is whether
the government has properly measured community revenues foregone from
government ownership and administration in the current in-lieu of payments
formula. With passage of the Federal Land Policy and Management Act in 1976,
the in-lieu of property taxes provision was created. However, the amount of
in-lieu of taxes can be prorated by the U. S. Congress. The uncertainty of this
payment causes a somewhat unstable revenue source for local and state
governments. Provisions to develop in-lieu of tax payments that are somewhat
stable would yield a stable revenue source for local governments. Also, in-licu
of payments for counties should reflect the economic activities occarring on those
public lands. Greater equity in tax treatment would thereby be created.

Utilize Public Lands Management and Ownership to Stimulate Growth.
The caltral issue here is whether government has used a proper market value
equivalent for gov( 1.ment-provided services. If underpriced governmental goods
are provided at a higher but competitive market price, less of the government good
will be purchased and more of the compe:ng private commodities will be
demanded, produced, and sold.

With public lands being such a large presence in the West, state and local
decisionmakers could investigate developing programs to interlock purchases by
federal agencies to the local economies. Some Western states have developed
federal procurement programs to reduce sales leakages by fedcral land office
purchases. A potentially successful community development program would be to
develop and strengthen community business linkages with the local federal offices.
This federal procurement program would increase the economic multiplier impacts
in the rural economy.

Resolving Private Effects of Public Lands Management Decisions. The
issue involves the mechanism for considering and compensating for private effects
of public lands management decisions. In the Western United States, for example,
water resources are a scarce resource. The ownership of water on federal
watersheds and the possible f-urtailment of these waters from federal lands to
private lands needs to be res- Ned. Possible pollution of watershed waters on
federal lands that flow onto public land is another problem tli.it needs to be
resolved. In addition, is the government liable for damage done by a fire that
originates on public lands but burns private property? A mechanism needs to be
established for resolving such disputes and compensating directly affected private
owners. A special independent agency or commission might be considered for this
purpose.

Public Lands from Multiple-Use to Single-Use. In accounting for the amount
of restricted areas, gov rnment should consider its opportunity cost (alternative use
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value). If public land is treated as a "free" good, then there is a tendency for
wilderness areas, military bases, and nuclear waste sites to be too large. With
realization of possible transfer of multiple-use public lands to single-use public
lands, the impacts of such transfer can greatly impact a rural community.
Environmental impact statements that determine both positive and negative
impacts on adjacent lands from transfer of public lands from multiple-use to
single-use lands can be used to mitigate impacts to local and state economies.
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Summary of Participant Feedback:
What Are the Most Critical Rural Issues?

Input from workshop participants was acquired in a variety of ways. Workshop
planning committees were constituted in each region for the purpose of advising on
program content. They identified topics of a regional focus, reacted to proposed program
ideas, suggested regional speakers and reactors, and provided names of potential attendees.

Pre-Conference Survey

A second pre-conference source of information was a questionnaire (exact wording
can be found in Appendix E) participants completed as part of the workshop registration.
They were asked to rate the importance of 16 major issues confronting rural communities.
The issues were:

Employment Opportunities
Health Care
Education
Public Services
Poverty
Public Financing
Job Training Programs
Environmental Protection

Housing
Public Land Management
Solid Waste
Federal & State Mandates
Agriculture
Water Quality
Managi:.b.0 Growth
Transportation

All 16 issues were seen as moderately to very important with scores ranging from 3.05
to 4.58 on a 5 point scale. Table 1 reports the rank order of the issues from the most
important to the least important based on the mean scores for those responding. There
is a national summary for all participants and a separate one for each of the four regions.

For the nation as a whole, the five most
important issues were: (1) employment
opportunities, (2) education, (3) health care,
(4) water quality, and (5) agriculture. To
most people, it is not surprising to see jobs,
education, and health care as the highest
priority issues. The top five were the only
issues that had mean scores of over four on
the five-point scale. Issues seen as least
important were public land management,
managing growth, and housing. Variations on
this national pattern can be found within each
region. However, employment o "portunities
was consistently the top issue in all four
regions with education and health care
following closely behind. Likewise, water
quality ranked fourth, fifth, or sixth in all
regions. The pattern in the North Central region is most like the national norm, with the
exception of agriculture being ranked higher. The Northeast region is the most dissimilar
with problems of the environment, land management, solid waste, and growth management
ranked higher, while agriculture, job training, and public finance were rated lower than the
national norm. In the South, poverty and solid waste were higher and the environment was
lower. In the Western region, transportation, federal and state mandates, and public land
management were rated as more important issues than in the nation, while poverty and
solid waste were seen as less important.

For the nation as a whole, the five most critical
rural issues are:

Pre-Conference Survey
1. Employment Opportunities
2. Education
3. Health Care
4. Water Quality
5. Agriculture

Roundtable Results
1. Education
2. Economic Opportunities
3. Infrastructure
4. Health
5. Changing Population



Table 1. Rank Order of Issues According to Importance (Pre-Conference Survey)

North Central
N=87

1. Employment
2. Agriculture
3. Education
4. Health
5. Water
6. Job Training
7. Public Service
7. Environment
9. Poverty

10. Solid Waste
11. Mandates
12. Public Finance
13. Transportation
14. Housing
15. Land Mgmt.
16. Growth Mgmt.

Northeast
N=61

1. Employment
2. Health
3. Education
4. Environment
5. Water
6. Solid Waste
7. Land Mgmt.
8. Poverty
9. Housing

10. Public Service
11. Agriculture
12. Growth Mgmt.
13. Transportation
14. Job Training
15. Public Finance
16. Mandates

ou h
N=101

1. Employment
2. Education
3. Health
4. Poverty
5. Agriculture
6. Water
7. Job Training
8. Solid Waste
9. Public Service
9. Public Finance

11. Transportation
12. Housing
13. Environment
14. Mandates
15. Growth Mgmt.
16. Land Mgmt.

West
N=55

1. Employment
2. Health
3. Education
4. Water
5. Transportation
6. Agriculture
7. Mandates
8. Job Training
9. Environment

10. Public Finance
11. Land Mgmt.
12. Public Service
13. Poverty
14. Housing
15. Growth Mgmt.
16. Solid Waste

Nation
N=310

1. Employment
2. Education
3. Health
4. Water
5. Agriculture
6. Job Training
7. Poverty
8. Public Service
8. Environment

10. Transportation
11. Solid Waste
12. Public Finance
13. Mandates
14. Housing
15. Growth Mgr.-it.
16. Land Mgmt.

Table 2. Rank Order of Issues According to Program Effectiveness (Pre-Conference Survey)

North Central
N=87

1. Education
2. Job Training
3. Land Mgmt.
4. Agriculture
5. Housing
6. Public Service
7. Environment
8. Health
9. Solid Waste
9. Water
9. Transportation

12. Employment
12. Public Finance
12. Mandates
15. Poverty
16. Growth Mgmt.

Northeast
N=61

1. Education
2. Land Mgmt.
3. Agriculture
4. Public Service
5. Job Training
6. Public Finance
7. Environment
8. Health
9. Employment

10. Water
11. Mandates
12. Housing
13. Poverty
14. Solid Waste
15. Growth Mgmt.
16. Transportation

Souk
N=101

1. Job Training
2. Agriculture
3. Public Service
4. Environment
5. Land Mgmt..
5. Water
7. Education
8. Transportation
9. Public Finance

9. Employment
11. Growth Mgmt.
12. Housing
13. Health
14. Mandates
15. Solid Waste
16. Poverty

West
N=55

1. Land Mgmt.
2. Environment
3. Water
4. Education
5. Public Service
6. Job Training
7. Agriculture
8. Mandates
9. Health

10. Housing
10. Solid Waste
12. Employment
13. Poverty
14. Public Finance
15. Growth Mgmt.
16. Transportation

Nation
N=310

1. Education
2. Job Training
3. Land Mgmt.
4. Agriculture
5. Public Service
6. Environment
7. Water
8. Health
8. House

10. Employment
10. Public Finance
12. Mandates
13. Solid Waste
14. Growth Mgmt.
15. Transportation
16. Poverty
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Most of these regional differences are very predictable. Agriculture would be
expected to rate high in importance in the North Central states. Environmental concerns,
waste management, and growth management are more important issues in the Northeast
than in other parts of the nation. The rural South is more concerned with poverty and less
with environment, while Western states have more problems with transportation and public
land management issues.

The second topic of the questionnaire focused on the adequacy of existing public
programs for addressing the same 16 issues. Overall, these scores were lower than those
on importance, ranging from 2.52 to 3.04. in other words, no program is perceived as
doing a really adequate job. The national and regional rankings are reported in Table 2.
Nationally, the four areas in which programs were rated most effective were education, job
training, public land management, and agriculture. Those perceived to be least effective
were programs dealing with poverty, transportation, growth management, and solid waste.

The following discussion details how regional rankings differ from those of the nation.
In the North Central region, programs in homing, solid waste, and transportation received
higher ratings. Programs addressing public finance and poverty were perceived as
performing better in the Northeast, whereas the areas of job training, water quality, and
housing were rated lower. In the Sou''_., programs in agriculture, transportation and growth
management were rated higher, and participants viewed education, health, and housing
programs as performing at a lower level. Programs dealing with the environment, water
quality, federal and state mandates, and solid waste were thought to be performing better
in the West, whereas those addressing the issues of education, job training, agriculture, and
public finance were rated worse off.

When cross referencing the ranking on importance with that of effectiveness on the
same issues, one would hope that those issues that are important would also have programs
that are seen as effective. Four areas in which program effectiveness scores are
significantly lower than their respective importance rankings are employment opportunities,
health care, poverty, and water quality. This fording would suggest a need to improve
programming efforts in those areas.

Roundtable Summaries

The workshops each began with a keynote presentation, an introduction to the
workshop process, a review of the results of the ERS/USDA study titled Rural Economic
Development in the 1980s, and the presentation of a paper on regional issues.
Subsequently, each roundtable comprising ten individuals was asked to identify the two
most critical rural development issues. Seven hours and 50 minutes, or about one-half of
the total workshop time, was spent in roundtable sessions. In total, there were 66
roundtable groups at the four regional workshops. In each roundtable setting, participants
had discussion questions, a group facilitator, and a report form to complete.
Therefore,there is a written record (and in some cases a taped record) of the conclusions
reached by each group.

There were two assignments during the first roundtable session. One was to reach
consensus on the two most critical rural issues, and the other was to decide on which issues
additional funds should be spent if such funds were to become available. A list of the most
critical issues is summarized in Table 3. There was clear consensus that the top two critical
issues were education and economic opportunities. Other issues receiving considerable
support were infrastructure, health care, the changing population, and the environment.

The top three issues varied from region to region as indicated in Figure 1. The
development of expanded economic opportunities (jobs) or improved rural education
(school) systems vied for the top position in all but the Northeast. In the Northeast, the
need to improve rural health delivery systems ranked second to rural education as the two
top priority issues.

A second assignment was for roundtables to decide on the allocation of new funds if
they were to become available. There was no specification as to the source of funds --
federal, state or local. Results are reported in Table 4. The top five rural issues targeted
for additional resources were (1) education, (2) infrastructure, (3) leadership development
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Table 3. Rank Order of Critical Issues Facing Rural Areas (Roundtable Consensus)

North Central Northeast South West Na ion
N=19 N=12 N=21 N=14 N=66

1. Ec. Opport. (7) 1. Education (6) 1. Education (18) 1. Ec Opport (7) 1. Education (33)

2. Infrastructure (4) 2. Health (5) 2. Ec. Opport. (10) 2. Education (6) 2. Ec. Opport. (26)

2. Changing Populat. (4) 2. Environment (5) 3. Health (9) 3. Environment (5) 3. Infrastructure (15)

4. Education (3) 4. Ec. Opport. (2) 4. Infrastructure (5) 4. Infrastructure (4) 4. Health (14)

5. Leadership (2) 4. Infrastructure (2) 4. Changing Populat. (5) 4. Changing Populat. (4) 4. Changing Populat. (14)

5. Job Training (2) 4. Leadership (2) 6. Environment (3) 6. Leadership (2) 6. Environment (13)

7. Financing (1) 4. Financing (2) 6. Job Training (3) 7. Job Training (1) 7. Leadership (7)

8. Changing Populat. (1) 8. Solid Waste (2) 7. Financing (1) 7. Job Training (7)

8. Water (1) 8. Transportation (2) 9. Financing (4)

10. Water (1) 10. Water (2)

10. Leadership (1) 10 Solid Waste (2)

10 Transportation (2)

Table 4. Rank Order of Issues Targeted for Receiving Additional Resources (Roundtable Consensus)

North Central Northeast South West
N=14

Nation
N=19 N=12 N=21 N=66

1. Education (10) 1. Education (9) 1. Education (17) 1. Infrastructure (11) 1. Education (41)

2. Infrastructure (9) 2. Leadership (6) 2. Leadership (10) 2. Job Dev (10) /. Infrastructure (31)

2. Leadership (7) 2. Health (6) 3. Infrastructure (8) 3. Education (5) 3. Leadership (26)

4. Job. Dev. (6) 4. Infrastructure (3) 4. Health (7) 3. Health (5) 4. Job Dev. (23)

5. Job Training (5) 4. Environment (3) 5. Job Dev. (5) 3. Financing (5) 5. Health (22)

6. Health (;) 4. Housing (3) 5. Planning (5) 6. Leadership (3) 6 Job Training (11)

6. Financing (4) 7. Job. Dev. (2) 7. Job Training (2) 7. Job Training (2) 6 Financing (11)

8. Planning (2) 7. Job Training (2) 8. Financing (1) 7. Water (2) 8. Planning (8)

8. Water (2) 9. Financing (1) 8. Environment (1) 9. Environment (1) 9. Environment (6)

10. Solid Waste (1) 9. Water (1) 8. Water (1) 9. Planning (1) 9. Water (6)

10. Housir.g (1) 9. Solid Waste (1) 8. Poverty (1) 10. Housing (4)

8. Senior Citizens (1) 11. Solid Waste (2)

12. Poverty (1)

12. Senior Citizens (1)
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and capacity building, (4) job development, and (5) health care. The major change in
priority issues for funding from the previous list of critical issues was the rise of support
for programs designed to foster leadership. Workshop participants felt such frustration
over the unwillingness or inability of rural decisionmakers to come to grips with rural
problems that they expressed a widespread need for increased public expenditures on
leadership development.

As in the case of the critical issues, considerable regional variation exists in the top
three issues identified for increased funding (Figure 2). The need to improve rural
education was the only policy area that was identified as one of the top three issues for
additional funding in all regions and was the
top priority in the North Central, Northeast,
and South. Infrastructure and leadership were
singled out for increased funding in three of
the regions.

The regional differences in additional
funding priorities reflect an important imp-
lication from the workshops: rural develop-
ment problems are sufficiently different
regionally that flexibility is needed in the
allocation of additional appropriations. Flexibility must exist to treat rural
problems as they exist, where they exist. This suggests the need for discretion to
state or local government units in the specific utilization of available funds. It
does not imply flexibility without accountability.

Flexibility must exist to treat rural prob-
lems as they exist, where they exist.

Comparison of Indicators

Now that four different indicators have been presented and discussed, it is possible to
compare the results. Remember that the first two on the "importance of issues" and the
"effectiveness of programs" were aggregations of individual responses collected before the
regional workshops were held. In contrast, the "critical issues" item and the "additional
funding" question were the consensus of roundtable discussions at the workshops.
Therefore, the procedure provides for a semblance of a pre- and post-test with the pre-
test representing a group consensus following speaker presentations and roundtable
discussion. Each of the four indicators are distinct and would be expected to measure
distinct concepts: however, one could logically anticipate a consistent pattern to surface.
The national rank order on each indicator can be found in Table 5.

The issue of employment opportunities was rated high in priority as a problem and

for receiving funding support, but was ranked low on program effectiveness. In other
words, job creation and economic development are seen as very important in rural areas
nationwide, but present programs are not considered adequate. Education consistently
received a high rating on all indicators. It is seen as important and programs are viewed

as effective, but even with successful programs, continued support is desired. Health care
is seen as a critical issue in rural America, with additional support desired. Questions were
raised, however, about the effectiveness of current programs. Discussion focused on
structural and programmatic changes desirable for the success of health care programs in

a rural environment.
Water quality received a high rating in the pre-conference individual responses but was

rated lower as a critical issue when pitted against the many other important problems in

the discussion sessions. Likewise, agriculture was mentioned as important in the pre-
conference survey but was not mentioned in the group responses. This difference can
most likely be explained by statements made by speakers emphasizing that rural
development policy is distinct from agricultural policy. The pattern of response for job
training is different from any other issue. Job training programs are seen as veryeffective;

in fact, they tie with education programs as the most effective, while their importance
ranking is only moderately high.

The issue of poverty was seen as moderately important but was ranked low in
effectiveness and low as a spending priority. In contrast, public services, or infrastructure,
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received moderately high scores on importance in the pre-conference survey but ranked
near the top (third and second, respectively) as a critical issue and as a funding priority by
the roundtables. Local government officials tended to rate public services quite high, and
it was seen as an issue that could be solved with an increased expenditure of public funds.
The issue of environmental protection was seen as moderately important and programs
were viewed as fairly effective, but there was not a strong expression for increased
expenditure in this area. In comparison, public fmance was not seen as a critical problem
but was identified as an area deserving of increased funding.

The issues of transportation, solid waste, dealing with federal and state mandates, and
growth management were ranked low consistently on all indicators. They were not thought
to be extremely important nor were they strong candidates for increased support. Land
management, on the other hand, was rated low in importance but high in program
effectiveness.

Three new issues that were not included in the pre-conference survey surfaced in the
roundtables. They were leadership development and capacity building, senior citizens, and
the changing population. The development of the capacity of community leaders was
identified as a critical issue during roundtable discussions and was ranked third in priority
for additional funding support. The issue of the changing population was raised as critical
with respect to the extensive outmigration occurring primarily in North Central states, and
the aging of the rural population was viewed as critical in all regions.

Table 6. Comparison of the National Rank Order of the Four Indicators

Importance of
Issue

(Pre-Conference Survey)

Effectiveness
of Programs

(Pre-Conference Survey)

Cited as
Critical Issue
(Roundtable)

Priority for
Additional Funding

(Roundtable)

1. Employment 10 2 4
2. Education 1 1 1

3. Health 8 4 5

4. Water 7 10 9
5. Agriculture 4

6. Job Training 1 7 6
7. Poverty 16 12

8. Public Service 5 3* 2*

9. Environment 5 6 9

10. Transportation 15 10

11. Solid Waste 13 10 11

12. Public Finance 10 9 6

13. Mandates 12

14. Housing 9 10

15. Growth Management 14 8

16. Land Management 3

Leadership 7 3

Senior Citizens 12

Changing Population 4

Defined as infrastructure by workshop participants. It is recognized that infrastructure is not a discrete category as
used here because other issues such as transportation, solid waste, and water quality are often included in
infrastructure.
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Income and Employment Policy

William Gillis, Center for Rural Pennsylvania
Dennis Fisher, Texas A&M University
Steve Smith, Pennsylvania State University

Economic problems are pervasive in rural America, and limited job prospects are
causing people to leave in search of better economic opportunities. The purpose of this
paper is to isolate the most critical rural economicdevelopment issues facing the nation and
then identify the most needed federal policy interventions.

History of Federal Rural Income and Employment Policy

Federal programs to improve economic conditions in rural communities have a
considerable history in public policy. During the 1930s, for example, programs launched
under the New Deal attempted to revitalize the struggling rural farm sector. New Deal
Programs administered by the Farm Security Administration provided loans to poor
farmers to enable them to purchase and maintain their farms. The Farmers Home
Administration created during the same era made available low-interest loans to farmers
unable to obtain credit through private
sources.

Beginning in the 1950s federal rural
economic development programs took a
broader focus and attempted to encourage the
location of industry in rural America through
providing low- interest loans, key public
facilities, training, and planning assistance.
The Economic Development Administration,
for example, was established in the 1960s to
provide assistance for public facilities projects,
job training, business loans, planning grants,
and research and technical services in
multi-county districts and regions. The Small
Business Administration was formed to provide financial and technical assistance to smaller
enterprises. While these programs were national in scope benefiting both urban and rural
communities, they played an important role in encouraging manufacturing facilities to locate
in rural regions.

More recently, the Rural Development Act of 1972 established a variety of programs
as well as research to provide for improving the economy in rural America. A main thrust
of the legislation was toward creating jobs and stimulating business income in rural areas
through loans and credit for rural industrialization. However, interest in funding programs
outlined in the 1972 Act diminished throughout the 70s with improving economic conditions
in rural communities.

While the national economy continues to
improve, the data clearly illustrates a
widening gap between economic conditions
in rural counties compared to their urban
counterparts.

Current Status of the Rural Economy

Once again economic problems in rural America have gz.:aed the attention of
policymakers. Recent studies such as those undertaken by the Federal Reserve Bank of
Kansas City and the Economic Research Service of the U.S. Department of Agriculture
have documented existence of a wide range of economic problems in the hinterlands.

Table 1 provides a comparison of employ_nent growth and unemployment rates in
metropolitan and nonmetropolitan counties of each of the low major regions of the United
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Table 1. Employment growth and unemployment rate, 1979, 1982 and 1984.

Area and Type
of Country

Percent EmploymW_Charge Percent Unemployment Rate
1979-82 1982-84 1979 1982 1984

UNITED STATES:
Metropolitan 1.2% 5.9% 5.7% 9.3% 7.1%
Nonmetropolitan -0.6 3.3 6.1 11.1 9.1

NORTHEAST:
Metropolitan -0.6 4.7 6.6 8.8 6.7
Nonmetropolitan -1.8 4.2 7.0 10.6 8.1

MIDWEST:
Metropolitan -4.7 4.7 5.5 11.2 8.2
Nonmetropolitan -3.9 1.8 5.5 10.8 8.9

SOUTH:
Metropolitan 5.3 7.4 5.0 8.1 6.4
Nonmetropolitan 0.1 4.1 6.1 11.1 9.3

WEST:
Metropolitan 4.4 6.4 5.8 9.4 7.2
Nonmetropolitan 3.3 3.7 7.3 12.0 9.8

Source: Herman Bluestone and John Hession, "Patterns of Change in the
Nonmetro and Metro Labor Force Since 1979." In New Dimensions in Rural
Policy: Building Upon Our Heritage, Joint Economic Committee, Congress of the
United States, Washington, D.C., 1986.

States during the first half of the 1980s. While the national economy continues to improve,
the data clearly illustrates a widening gap between economic conditions in rural counties
compared to their urban counterparts.

Critical Rural Economic Development Issues

Despite past national attention, policies and programs aimed at stimulating economic
development in rural areas have fallen sh Ht of their mark. Reasons cited by policy analysts
include the following:

Failure of rural economic development policy to recognize fundamental changes
in the rural economy.
Old and inappropriate business support infrastructure.
An inadequate human resource base.
Dependence upon capital sources which may be inadequate for the changing needs
of rural businesses.

An understanding of each of these issues 's a necessary foundation for discussion of
effective policy options for improving economic conditions in rural America.

Narrowly Focused Policies and Programs

Historically, rural economic development policies and programs have focused narrowly
on agriculture and extractive sectors of the economy and on attracting manufacturing
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industries to rural communities. Of major note is that eligibility requirements for state and
federal grants, loans, and technical assistance typically exclude retail and service producing
businesses. Public assistance for site development, planning, and training efforts in rural
communities typically focuses on manufacturing rather than on emerging growth areas in
health care, retirement industries, residential development or main street businesses.

The traditional narrow focus of rural economic development policy preserves the
misting economic structure in rural communities and tends to undermine the dynamic
evolution necessary tr. maintain rural economic vitality. Healthy economies are dynamic,
allowing enterprises Or which there are declining market opportunities to be replaced by
emerging new economic opportunities. In today's economy, many of those opportunities
are outside of agriculture, mineral industries and manufacturing.

A second major disadvantage of the current narrowly focused programs is that they
do not impact a broad spectrum of rural communities. For example, policies focused on
locating manufacturing in rural areas are of little value to the numerous smaller, isolated
rural communities with limited manufacturing development potential. Strategies such as
tourism and recreation development, tapping the community's potential as a residential or
retirement center, or development of him/ home-based businesses are often more
appropriate than attempts to attract manufacturing to rural communities.

Old and Inappropriate Infrastructure

Much concern has been raised in recent years over the availability and quality of
business support infrastructure in rural America. For example, many of the roads and
bridges constructed during the first part of this century were engineered for smar.er vehicles
than the large tractor-traier trucks which carry products to and from rural communities
today. Water and waste disposal systems are in disrepair or out-of-date in many rural
communities. This places a great burdmi on rural communities by causing expensive
repairs and making them unattractive areas for new businesses to locate.

The concern extends beyond traditional infrastructure investments such as highways
or sewer and water facilities to include emerging new infrastructure needs.
Telecommunication facilities are an example of an emerging new infrastructure need in
rural America and an increasingly important support facility for American enterprise.
Private telecommunication firms often fwd it unprofitable to invest in rural areas due to
the sparse population base. Rural communities lacking access to key telecommunication
technologies will be at a competitive disadvantage in attracting and retaining business and
industry.

Sparsely populated rural communities are at a particular disadvantage in financing
necessary public facilities and services due to
their limited taxing capacity. In many cases,
their local taxing capacity has been further
eroded in recent years by declines in property
values resulting from declines in agriculture,
manufacturing and natural resource based
industries. A problem of particular concern is
the real possibility that rural communities
most in need of new investments in business
support infrastructure as a means to
accommodate a restructuring of their local
economy may be the least able to afford such
investments.

Rural communities lacking access to key
telecommunication technologies will be at a
competitive disadvantage in attracting and
retaining business and industry.

Lack of an Adequate Human Resource Base

An entire paper in this series is devoted to rural education and training. Education
and training is critical to the development of a productive labor force in rural America.
A productive labor force in turn is critical to the future competitiveness of rural business

.1 industry.
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Human resource development programs supporting rural economic development must
go beyond traditional education and skill training. In particular, effective management and
entrepreneurship skills are vitally needed by rural residents parti.-ipating in the economy
of the future. The selective out-migration from rural areas has resulted in a shortage of
business leaders skilled in the techniques necessary to cope with the difficult and changing
rural economy. The relatively small size of rural firms and the preponderance of Ale
proprietorships have resulted in businesses being managed by single individuals t ather than
the departments of specialkts which characterize the larger urban corporations. The
smaller size markets often mean that the necessary specialized business services are not
available even on a consulting basis. Business schools and the services of the Small
Business Administration and community
colleges are not as readily available in rural
areas.

Development of public management and
community leadership skills among rural
residents is equally as critical for the
development and implementation of effective
economic development efforts in rural
America. While urban communities typically
maintain a professional staff to oversee local
economic development planning efforts, most
rural communities rely on volunteer leaders
and part-time staff. The changing economic
environment in combination with recent
policies shifting additional responsibilities for economic development planning to the state
and local levels has increased the need for strong economic development leadership in
rural areas.

Education and training is critical to the
development of a productive labor force in
rural America. A productive labor force in
turn is critical to the future compAitiveness
of rural business and industry.

Capital Sources Which May Be Inadequate

Rural financial institutions have experienced a crisis stemming from the agricultural
crisis of the 1980s and the precipitous drop in mineral, timber, and energy prices. Those
institutions with portfolios that have incladed a high proportion of agriculture and natural
resource based Joans have experienced severe liquidity problems. Cash flow from these
industries has 't-r.rtn inadequate to service debt, and collateral values have dropped
precipitously, making debt restructuring impossible in many situations. This credit crisis
and the resulting liquidity problems of rural financial institutions may limit credit
availability for important future business and economic development projects.

There remains concern that large nonlocally owned banks may be less responsive to
the credit needs of rural farmers and entrepreneurs than locally owned banks. A similar
problem associated with the increased concentration of business assets has also been noted.
A small scale local entrepreneur is more likely to reinvest in local enterprises in the
community while a large nonlocal corporation has a greater tendency to respond to
opportunities in other locations. A heavy reliance on outside investment capital may be
partially responsible for employment instability in rural areas.

Justification for Federal Role

Econmnic conditio s in rural America have continued to lag behind urban places
throughout this decade. The gap between n. -al and urban economies is likely to grow even
wider without significant. federal policy intervention to address key issues such as the need
to encourage economic diversification, to update old and inappropriate business support
infrastructure, to educate and retrain inadequate human resources, and to assure the
availability of capital in rural communities.

Clearly, successful programs addressing the critical rural economic development needs
require active involvement of state and local governments. However, state and local
resources are generally inadequate to deal with the extensive problems facing rural
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America. Federal intervention to aid in increasing income and employment can be justified
on two primary bases:

The benefits of many rural economic development programs are dispersed widely
across the nation. For example, benefits from a program to improve management
skills of rural business people are lost from the rural community or state as
business people trained under the program move to another location. Without a
federal partnership, programs such as these are likely to go unfunded as state and
local governments do not have a clear incentive to fund programs for which their
constituencies are unable to capture the full benefits.

Coordination of rural economic development policy can also help reduce economic
waste resulting from competition between states. Public tax receipts are
diminished in all states as states provide tax incentives and "give away" programs
to attract business and industry. The net impact on business location decis.ons is
minimal as competing states offer about the same incentive packages. Only strong
coordination at the federal level can overcome the problem of wasteful competition
between states.

Federal Income and Employment Policy Options

Federal rural economic development policy intervention options addressing the
changing needs of rural America include four broad categories:

Providing financial support for educational and technical assistance programs
enhancing production and entrepreneurship skills, management capacity, and
leadership abilities of rural residents.
Expanding eligibility requirements and focus of rural economic development
programs to support a broader range of business and industrial developr--ent
opportunities than are supported by present programs.
Providing financial support to aid communities in developing an appropriate mix
of business support infrastructure.
Utilizing federal regulatory powers and direct financial assistance to ensure
entrepreneurs access to adequate capital for starts and expansions of rural
enterprises.

A brief analysis of the potential beneficial impacts of each of these policy intervention
options for rural economies is provided below.

Broaden Focus of Current Rural Economic Development Programs

Effective rural economic development policy must recognize the diverse needs of rural
communities by supporting a broad range of economic development opportunities. These
opportunities extend beyond the traditional farm policy and industrial recruitment and
could be supported through broadening the focus of federal programs. Specific examples
include but are not necessarily restricted to the following: targeting federal procurement
dollars for businesses in rural areas; identifying and developing foreign markets for
rural-based businesses; providing tax incentives, grants and loans to stimulate development
of new retail and service businesses in rural business districts; supporting research to
develop new products and markets from resources available in rural areas; and broadening
eligibility requirements of economic development programs to include i,Aport-oriented
service businesses.

Expanding the focus of rural economic development programs will encourage the
diversification of rural economies into emerging growth opportunities and will result in
federal assistance reaching a broader range of communities than are helped by present
federal programs.
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Provide Financial Support for Development of Appropriate Business Infrastructure

The federal government has traditionally played a major role in financing key
infrastructure facilities and services in rural areas including highways, roads, bridges, sewer
and water facilities, and industrial sites. As noted earlier, there is a need to expand the
federal role to include emerging new business-support services such as telecommunication
facilities.

Facilities and services such as these are
necessary but are not sufficient by themselves
to promote rural economic development. A
wide variety of other factors are equally
important, including access to markets and key
inputs, availability of labor with needed skills,
availability of capital, and effective community
leadership. If other key factors of production
are not in place, construction of highways,
sewer and water facilities, or industrial sites
will do little good. On the other hand, when
other factors necessary for economic suc..ess
are present, an inadequate infrastructure base
can seriously hamper economic development.

Due to the costly nature of infrastructure
facilities and the fact that the benefits of such infrastructure extend beyond the rural area,
federal assistance is needed to help rural communities make the necessary infrastructure
investments to support rural economic development. Discussion of specific policy options
is deferred to a companion paper in this series addressing policy considerations for the
finance of rural public facilities and services.

Provide Financial Su,port for Rural Human Resource Development

Human resources are the key to a strong rural economy. Rural businesses require a
productive labor force. Business management and entrepreneurship skills play an
important role in supporting the start of new rural businesses as well as the retention and
expansion of existing ones. Community leadership skills are necessary ingredients for
effective local economic development planning.

Unfortunately, rural communities and states often lack the necessary financial
resources to expand educational and technical assi( programs designed to enhance
production and entrepreneurship skills, management ,city, and leadership abilities of
rural residents. Furthermore, the incentive for lo :alines and states to finance human
resource development programs is limited by a recognition that the benefits of such
programs are often lost from the locality or stzte as people move from the area.
Consequently, significant inroads into solving the quality and availability of human resources
in rural areas is unlikely without federal cost sharing for education and technical assistance
programs.

Due to the costly nature of infrastructure
facilities and the fact that the benefits of
such infrastructure extend beyond the rural
area, federal assistance is needed to help
rural communities make the necessary
infrast6cture investments to support rural
economic development.

Improve Access to Financial Capital for Starts and Expansions of Rural Enterprises

Financial assistance to rural enterprises through loans, direct grants, and tax subsidies
have historically been an important part of federal policy to er '-ourage development of
business and industry in rural communities. Federal Einar al assistance programs
administered by agencies such as the Economic Development Administration and the Small
Business Administration are needed to support economically sound ideas of rural
entrepreneurs unable to obtain business development capital from conventional sources.
Current eligibility requirements for federal programs should be broadened to include
business development opportunities in the rapidly growing service sector.
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Many rural financial institutions, community development groups, and business people
do not utilize available financial assistance programs simply because they are unaware of
them or they find the rules and regulations too complicated. Technical assistance to both
rural communities and businesses is necessary to ensure effective implementation of federal
financial assistance programs.

In addition to direct financial assistance, federal regulatory powers over financial
institutions can be utilized to improve access to business development capital in rural arcas.
For example, existing regulations need to be modified to accommodate the short run
liquidity problems of small rural banks affected by economic problems in agriculture and
energy industries.

Need for a Federal, State, and Local Partnership

Federal rural economic development policies must be broad based and flexible in
order to recognize the diversity that exists throughout rural America. Towards this end,
active and coordinated partnership among the
federal, state, and local levels of government
is required.

State and local governments are better
able than the federal government to identify
specific economic development needs and
opportunities for their rural regions.
Howe wer, state and local governments typically
lack the necessary resources and the incentive
to finance critical rural programs.
Consequently, the most important role for the
federal government is that of providing
financial support for key business
infrastructure, strengthening the capacity of
rural human resources, and filling rural credit
market gaps. Without a committed partnership between federal, state,
governments in rural economic development, significant progress in improving economic
conditions in rural America is unlikely.

The most important role for the federal
government is that of providing financial
support for key business infrastructure,
strengthening the capacity of rural human
resources, and filling rural credit market
gaps.

and local
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Response to Income and Employment Paper:
Northeast Region

Nancy DuBosque
Director of Economic Development
Franklin County Community Development Corp.
Greenville, Massachusetts

Rural economic development is, at the very least, a large ,ollection of hungry
chameleons. There is not only a wide variety of rural sector issues, but also an even wider
variety of external factors feeding and nurturing these issues. Often the results are
unwanted change, lack of stability, and even the need for us to gather here today to unmask
some of the roots causing the faltering rural economy in the Northeast.

My economic development work takes me into the 26 towns of Franklin County in
western Massachusetts. Of these towns, 21 are strictly rural, two are rural-industrial, and
three are more or less urban and face small city development pressures of their own. My
primary objective is to stimulate rural growth and development through the use of
community development block grant funds. These funds in the form of business and
industrial loans and in-depth technical assistance services have assisted over 90 area
businesses, generated over $10 million in local investment, and helped to create 238 full artd
part-time jobs, all in the last eight years. This may sound impressive, but it is only a -I. Jp
in the bucket towards a comprehensive,
stabilizing development strategy for this target
area. A critically important parallel effort
must be made to retain this new and growing
economic base or we face the real threat, as
we did over a decade ago throughout the
Northeast, of runaway industry and widespread
business failure and shrinkage. The two
primary means for doing this are (1)
developing the work force to satisfy the needs
of business and industr and (2) dew! sing
the communities to support the wtsrk force.

I wholeheartedly s.ipport the assessment
and suggestions put forth in the Gillis pa,ier with one exception. I feel strongly that
Massachusetts through ks community development bloc': grant pi ograms has made
excellent use, burin:, occasional buzea"cratic snafus, of the federal block grant program.
Incentive programs such as Urban Revitalization Development Grants, Community
Development Action Grants, the MasAchusetts Small amities Program, the Main Street
Program, and economic development set-aside programs, as well as quasi-public agencies
ranging from community development finance cot porations to a Massachusetts government
land bank, should be held up as examples of ways to productively use federal funds and
creatively design the use of the funds while still continuing to meet federal guidelines.

It is understandably difficult to design a national rural policy to meet the specific
needs of every economic reOon. The block grant system, if directed specifically to meet
rural needs, can do so througi 'road national objectives. In addition, Massachusetts has
state-funded incentive programs that could be used as examples to be replicated elsewhere.
They include an incentie aid program to improve municipal management capacity, a
strategic planning program, ain; an economic development feasibility program that builds
the capacity of local municipalities to respond to the issues that they are constantly facing.
Focusing on issues of income and employment, rural policies -- both at the national and
local level -- need to address not just job creation and retention, but the ability to fill these
jobs with a qualified work force. The unemployment rate in Massachusetts is down to just
over 3 percent, but this is misleading. The new an,' evitalized job market is full of low-

Rural policies -- both at the national and
local level -- need to address not just job
creation and retention, but the ability to fill
these jobs with a qualified work force.
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paying jobs located primarily in a growing service sector. If we are to attract business and
industry that will provide higher paying skill jobs in the Northeast, we must have the
capacity to supply the work force and supply it locally. Vocational training centers, schools,
job training agencies, and private industry need to be supportive in stepping up programs
to train and retrain both the young and older worker. We must develop policies that create
communities where the locally employed can afford to live. More specifically, our policy
should reflect the creation and maintenance of affordable housing. This is a critical need
that looms larger every day. Increasingly, rural communities within tolerable distance of
high employment centers are becoming bedroom communities. The local labor force is
slowly priced out of local employment target areas. Massachusetts businesses and
industries that are not located in or near urban ceders cannot Ill the jobs necessary to
keep the business viable. In fact, those in urban centers are having the same problem.

To sum up, the core problem facing income and employment in the rural Northeast
is lack of support for the working community and the community that is underemployed.
Solid, reliable jobs and opportunities for
advancement in the work force will exist only
in the capacity of the community to fill those
jobs. With some fine- tuning, our existing
incentives to attract business to the Northeast
should continue to work as long we can
provide a strong, skilled work force that can
afford to live here. Programs such as
community land trust models that are cropping
up nationwide and proving to successfully
alleviate the pressures of overpriced housing
can be studied more carefully and
incorporated into policy. Local community
enterprise funds or regional enterprise funds that are being explored nationwide should be
supported through legislation and appropriation primarily as a complement to public
funding sources to serve small and new innovative rural businesses. Training directed
particularly to the entrepreneur or self-employed person is also very important. In all of
these cases, a strong partnership must be created between the private and public sectors.
Policy that creates incentives for cooperation between local and regional financial assistance
and educational institutions to address and meet these needs must be developed. Only then
can the planners. the cGinmunity, industry, and the investors succeed in providing decent
income, quality employment, and a comfortable standard of living within our rural
economy.

Solid, reliable jobs and opportunities for
advancement in the work force will exist
only where the community has the capacity
to fill those jobs.
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Response to Income and Employment Paper:
Southern Region

John L Bruner II, Executive Director
Cumberland Valley Area Development District
London, Kentucky

The paper that was just presented does a good job of reciting the history of rural
development and enumerating options for policy. But I believe we must specifically identify
and delineate policy recommendations.

The Rural Regional Communities Task Force of the National Association of Regional
Councils recently developed a "Statement of Principals" that established two major goals:
First, "preservation and maintenance of the existing rural community way of life." Second,
"enhancement of economic stability and growth potential." The attainment of each of these
goals is directly related to the availability of jobs and/or income in rural areas.

For any rural policy to produce a positive impact, it must be based on the belief that
a rural existence is a reasonable and viable alternative to urban dwelling. Statistically, 75
percent of the U.S. population resides in urban places. Many times, the federal idea of a
solution to the problems of the rural population is to move the people to the cities. That
25 percent rural statistic does not mean much
to me or to many of you here because 100
percent of the population of our areas lives in
rural places. And we live there because we
want to.

Just so you can appreciate where we ale
coming from, let me tell you a little about our
area. We are located in the Southeastern
corner of Kentucky bordering on Tennessee
and Virginia. We are in Appalachia. We
have 240,000 people spread through eight
counties along the head-waters of the
Cumberland River. We dig a lot of coal and
grow a little tobacco. With the coming of
Interstate 75 and assistance from the Appalachian Regional Commission and the Economic
Development Administration, we have been able to develop infrastructure to encourage
development of some manufacturing and tourism jobs.

During the '40s and '50s, our area--like most other rural areas--suffered a serious
iecline in population as people migrated to the cities in search of jobs. The late '61s and
'70s saw a -.-oversal of that trend as the developments I just mentioned, along with the
existence of a federal-state-local partnership, improved employment opportunities in the
area. The '80s, howe-ver, have tended to stagnate the economy as the federal administration
has essentially withdrawn from the partnership and thus implied rural nt ,n-farm areas are
not important. The fallacy of the Aotninistt.ion's attitude is that_ 1 ui di areas are entitled
to share in the dynamics of the nation's economy. Our area was for a very long time
known as the area "where the mountains kiss the bluegrass." Well, today, our mountains
don't kiss anybody's grass!

I would like to suggest at least three federal policy positions to improve the potential
for development of jobs and income in rural areas:

1. Create a Department for Non-Agricultural Rural Development.

2. Identify and create multi-state economic development regions.

3. Resume planning for the future.

The '80s have tended to stagnate the
economy as the federal administration has
essentially withdravn from the partnership
and thus implied rural non-farm areas are
not important.
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Create a New Department

The federal government should consider creating a new department to handle rural
development issues and policy. This department would stand shoulder-to-shoulder with the
Department of Agriculture and the Department of Housing and Urban Development. It
could be called the Department for Non-Agricultural Rural Development or pe.'aaps the
Department of Infrastructure and Rural Development. To do this, the domestic agencies
of the federal government would have to be reorganized to remove non-agricultural rural
programs from them and place the programs in the new department. AgrIcies such as the
Small Business Administration and the Economic Development AdminiF' on would have
to be revamped to separate the urban and rural programs. Farmers Hon. administration
programs would be split, agriculture /non - agriculture. Non-agriculture programs would be
moved to the new department as would small cities programs from HUD and infrastructure
fmancing programs from the Department of the Interior.

The formation of such a department would provide a bawy needed distinction between
agricultural and non-agricultural programs for rural areas and help eliminate some criticism
of such "rural" programs as SBA loans to the old American Motors or Farmers Home
housing in Milwaukee.

By drawing such a distinction between urban/rural and agricultural/non-agricultural,
the non-agricultural rural employment and income needs could be directly addressed. It
should also provide greater efficiency in agency handling of urban and agricultural
programs.

Multi-State Economic Development Regions

The entire United States should be organized into sub-national regions of common
economic conditions using the model of the Appalachian Regional Commission, the Ozarks
Region, the Coastal Plains Commission, and
the newly formed Lower Mississippi Delta
Development Commission.

The income and employment policy
paper points out the difficulty of discussing
economic problems on a national basis. "An
emerging new infrastructure need in rural
America is telecommunications facilities,"
according to the authors. Well, it may be in
some areas of the country, but not in ours.
There is an inherent flaw in every domestic
program in this country: each is designed to
address a national need. There are very few
national needs but many needs in the nation.
Telecommunications may be a tremendous
problem in Erich, Oklahoma, but it is no
problem in Mt. Vernon, Kentucky.

To create a program to solve the telecommunications problem in today's process is
to see the money spread all over the nation, some of it even going to where it is needed.
A much saner approach would be to make telecommunications an eligible activity, along
with all other infrastructure; provide the regional commission an appropriation; then allow
that commission to address the problems of that region.

The great success of the Appalachian Regional Commission has been achieved not
because it had large amounts of money to spend, but because it was able to target the
available dollars to the real problems of the region.

The entire United States should be organ-
ized into sub-national regions of common
economic conditions using the model of the
Appalachian Regional Commission, the
Ozarks Region, the Coastal Plains Commis-
sion, and the newly formed Lower Missis-
sippi Delta Development Commission.

Resume Planning for the Future

One area of the income and employment policy paper with which I fully agree is the
need for strong economic development leadership in rural areas. Fortunately for the rural
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South, planning and development districts e).::t wall-to-wall and have persisted through this
recent period of rural economic development aarkness. The direction of the APDC's,
LDD's, COG's, ADD's or whatever your local organization of counties is called, changed
little during this period. The need to identify local problems, package programs, coordinate
local officials, and stretch limited funds for development has continued as in the past,
though financial assistance did diminish. Although the direction of the districts remained
fairly constant, the activities of boards and staffs changed dramatically.

Boards have gotten stronger and staffs more capable as a result of :nnre direct
involvement in economic development project implementation. Many of the district boards
are now able to provide direct funding to a project. Most are operating revolving loan
funds to provide gap financing, primary financing, and interest write-down. Many have
single-family home loan mortgage programs, and some have direct-grant and bond-funded
loan programs for infrastructure. Virtually every development district in the South can
today provide a high level of fmancial packaging service for economic development, thus
making available a service to every rural area of the South comparable to service available
in any urban area. In most instances the leadership available in the rural South outruns
the available capital.

In conjunction with the regional commissions, the area-wide planning and development
organizations should be encouraged and funded for regional planning. The federal
government should be a full-faith partner in the planning and development of rural areas.

As I make these recommendations, I recognize the odds against us. But I sincerely
believe that being a resident of a rural area is not something to be ashamed of, I believe
rural areas are entitled to a share of the pie and that strengthening rural areas strengthens
the nation. I believe that employment provides the wherewithal for all economic activity.
It is time for the federal government to develop a realistic policy toward non-agriculture
rural development and help us help ourselves.
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Response to Income and Employment Paper:
Western Region

Ed Meyer, Director of Rural Development
Utah Department of Business and Economic Development

My first comment in response to the rner on income and employment is relative to
widening the focus of federal programs to economic development. I agree that there are
many emerging areas that we need to address, such as the service industry. I simply would
like to offer just a little bit of a caution. I have seen a major shift in economic
development policy towards saying we need to focus on a lot of the service industries. I
want to make sure that we do not overreact in that area and have the pendulum swing too
far in the other direction. We need to remember that manufacturing does still have a place
in those areas, and we need to focus on whatever the greatest potential is in the rural areas.
Some communities are being encourarred to shift to industries that may not really have a
significant potential. In Utah, for example, many people are being toll that tourism is the
wave of the future and is the direction they need to go. Yet there are many communities
that do not offer the class of tourism that really is necessary and do not have the facilities
to support that tourism. On the other hand, a lot of communities are also tieing
encouraged to go into these areas when they have manufacturing resources that they could
apply. I encourage us to make sure that as we develop these focuses, we do not swing
too far in the other direction.

Relative to infrastructure, I agree with
everything that the author said, but I hope that
we can make sure that w- target our infra-
structure. Most of us are aware that during
the '70s we built a lot of industrial parks in the
rural areas of America, and many of them are
sitting empty. Certainly that was an attempt
to provide an infrastructure to improve eco-
nomic development, but I hope that we can
focus on those areas that do have potential for
the future.

Human resources is probably the one
area tha! has the greatest pott,atial to impact
economic development il the rural areas. In
Utah, we have many communities in isolated
locations that are being successful in economic development. Leadership is the critical
issue toward that end, and I encourage any efforts that we can make to improve the
leadership potential. We will have a challenge, however, in identifying who is a leader in
the community and how we can keep that leader within the rural area. We also are going
to have some challenges defining whether we really can impact the quality of that
leadership. Designing those programs is going to be an important consideration.

We are encouraging entrepreneurs and have been surprised in Utah to find that we
have hundreds of new start-ups in business in the rural areas. At the same time, we are
having even more businesr failures. Assistance in that area would be very useful. We have
many Small Business Development Centers that have been supported by the Small Business
Administration to help provide that assistance, but I have a concern about funding. In
some instances those programs are underfunded. It almost would be better not to have
them funded than to provide inadequate service. I also question whether academia is in
the best position to provide those kinds of services.

Capital formation is a critical area in rural America. I was a little concerned that the
emphasis in the presentation was heavily on the banking community. It is an area that
needs to be reviewed to see how we can help them. Some of the areas we feel that we

Human resources is probably the one area
that has the greatest potential to impact
economic development in the rural areas.
Leadership is the critical issue toward that
end, and I encourage any efforts that we can
make to improve the leadership potential.
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should be addressing in Utah relate to technical assistance for the banking community. I
was glad to see those being addressed Many of our banks do not have officers who are
experienced in commercial or industrial lending, so it is going to be important to provide
technical assistance. With many of the emerging technologies, our banks -- not just in the
rural areas but in the state in general -- may not have the ability to make good credit
decisions, so there may be some need there to provide technical assistance. It is important
that we consider the entire rainbow of investment and the entire rainbow of risk, all the
way from seed capital to take-out financing, and make sure that any pregrams that are
designed in those areas take that into account. It is also important to remember that we
cannot separate management from capital formation. Many decisions that are made by the
banks probably should be made because the people coming in to make presentations do
not display themselves as good managers. Any programs that are developed in that area
need to be a marriage of management and capital formation.

Probably my greatest divergence with the income and employment paper relates to
what the roles of federal government should be. I agree that all of the existing federal
programs need to be re-evaluated to make sure that they are sensitive to the needs of rural
Utah. In the instance of industrial revenue bonds, the shift to allow them only for
manufacturers is a de facto shift of the applicability for industrial revenue bonds to the
urbanized areas because of the fact that manufacturing has less potential in the rural areas.
That does make sense, but I seem to hear the author saying that we need to expand the
focus of the federal government into a whole variety of different programs. My feeling is
that the federal government is probably involved in too many programs already. As they
develop a program, I feel very uncomfortable that in the western United States we cannot
have the impact in establiclung the criteria for those programs that " e need. The eastern
block states will have the major impact in developing those criteria, and the final product
will be less than what we desire. I do support re-evaluating existing programs and making
them more applicable to the things that are happening in the rural economies, but I do not
support expanding the focus of programs at the federal level.

As we make our presentation to the federal government, it is important that we focus
our presentation and our request on those things that will have the greatest impact in the
rural areas. In Utah, I am seeing an explosion of people and organizations interested in
helping in rural economic development, but I am not seeing a lot of coordination. People
are going in divergent directions. One of the things we should look at before we go and
ask the federal government for assistance is what we can do with our existing resources.
Our utilities, our efforts in leadership training and heiping people with economic
development strategies, our universities and colleges are all resources that we need to tap
more effectively. Before we go to the federal
government, I would encourage us to handle
some of these things internally so that our
requests can be more reasonable and more
focused rather than asking for the moon and
for the government to cover everything.

The income and employment paper
suggests that there are many areas in which
the state will not respond because the invest-
ment is not worth the state's time and money
if, for example., rural leaders leave and go
outside state boundaries. I do not think that
is the truth. As a state government, we tend
to look at our responsibility for the people in
the rural areas and to develop programs without considering whether the federal
government is going to back us up. I think that the states are perhaps a little more
responsible than may have been suggested in the paper.

In conclusion, I do not think it is irresponsible to suggest that perhaps the federal
government should give us money and let us use it tht way we think it should best be used.
We have talked about the divergent needs in the rural areas and the fact that we need
different strategies in different areas. Just as we have a community development block

I do support re-evaluating existing pro-
grams and making them more applicable to
the things that are appening in the rural
economies, but I do not support expanding
the focus of programs at the federa! level.
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grant fund that allows a certain amount of state and local discretion, perhaps we should
have something along the lines of an economic development block program. This would
be more effective than many of the things that are happening, and we could have a greater
impact by tailoring the use of those funds to
our local needs. I would encourage that this
be a marriage between local and state
governments. Sometimes state government I am seeing an explosion of people and
has to be a necessary evil. As you look, for organizations interested in helping in rural
example, at utilization of community develop- economic development, but I am not seeing
ment block grant funds, those funds have been
invested wisely in some cases and unwisely in a lot of coordination People are going in
others. It is important for the state to assure divergent directions.
the quality of such investments. In addition,
it is important for the state to n-ssu ne a role
in making sure that we work together. In
programs at the local level, we do not always
look for ways that we can work together on joint projects. The state can serve a role in
helping us in that area. While I strongly support the suggestions and the needs identified
in the income and employment paper, I would encourage us to have less federal
government involvement and more local discretion.
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Financing and Providing
Rural Public Services

David L Chicoine, University of Illinois
Thomas F. Stinson, University of Minnesota
Paul R. Eberts, Cornell University
George Goldman, University of California
Rod Clouser, University of Florida

A vital rural America requires that demanded local public services are accessible to
individuals, agriculture and rural businesses in an affordable fashion. Local governments
responsible for meeting service demands must have adequate financing, active leadership
and administrative capacity, and an efficient structure.

Some rural regions are experiencing significant d anges in their resource-based
economies. These changes are eroding local tax bases. Other regions are wrestling with
problems of urban spillover and rapid growth in public service demand. These changing
conditions complicate the challenge of providing adequate public services in rural public
economies typically characterized by low population density, below average incomes,
part-time volunteer public officials and large numbers of small governments.

Rural local public services range from purely local public goods, such as sheriff and
police protection requiring collective provision and general tax financing, to merit goods,
such as primary and secondary education in
which public responsibilities for provision and
finance vary substantially from state to state,
to public enterprises such as water service in
which consumption is individual, exclusion is
possible and fee financing is an option. Public
facilities or infrastructure contribute to the
production of these services. The adequacy of
the public's capital depends on the quality and
quantity of rural public services and not solely
on the physical condition of the facility.
Standards of adequacy should not be applied
to capital infrastructure but to the public
services the capital helps produce.

This paper identifies basic principles for
federal involvement and alternative federal
policies to assist states and their rural local governments in effectively meeting rural public
service demands. For this discussion, local public services exclude the major public
assistance programs, even though local governments (particularly counties) in some states
help with their finvicing. These issues are dealt with in a companion paper on rural
poverty. Based ea equity and efficiency considerations, the general assessment is that the
financing of income redistribution programs be primarily a federal responsibility, with
assistance from state government. Removing the burden of income redistribution programs
from local tax bases in all states would free-up resources for local public services.

Few smaller governments are now involved
with federal assistance. One estimate is
that less than 6,000 of the 36,000 general
purpose rural local governments now receive
federal funds in any one year for any
purpose.

Policy History and Principles of Federal Financial Aid

Fiscal relations between federal, state and local governments cot across the distinct
periods of intergovernmental relationships, in the United States that have characterized the
post Great Depression years. Until the 1980s, increased federal intergovernmental financial
aid was the norm. During the 1960s a national interest and authority was asserted in a
wide range of governmental activities previously considered part of the private sector or
relegated to the domain of state and local government. Examples ..re federal initiatives in
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local law enforcement and elementary and secondary education, both previously the
province of local governments. These New Frontier/Great Society initiatives were
accompanied by an explosion of federal categorical grant-in-aids and a major policy focus
on urban and poor America. The percentage of all federal aid occurring to urban areas
increased from 55 to 70 percent during the decade.

In the 1970s the vision of intergovernmental policy relationships changed with
emphasis on decentralization and a greater recognition of the critical role of local
governments in setting service levels to reflect local demands. Federal interest in
environmental issues as a national concern emerged with new financial assistance and
federal standards. Federal grant-in-aids to state and local government grew rapidly as
General Revenue Sharing was adopted, categorical grants were consolidated into block
grant programs and new environmental grants funded.

The new federalism" of the 1980s is described as a reversal of the historical trend of
centralization and national government expansion in the domestic public economy and a
restoration of greater authority and responsibility in state and local government. In 1982,
aid to local governments declined for the first time since the 1930s and there has been a
continued consolidation of categorical grants into block grant programs with the
overreaching goal of reducing the federal presence. In 1986, General Revenue Sharing
lapsed. Federal intergovernmental assistance continues under downward pressure as the
nation struggles with a large federal budget deficit.

The federalism context of alternative policies for federal fiscal assistance to state and
local government shows a history of categorical, block and general-purpose grants. Federal
payments to state and local governments service a variety of objectives. They purchase
services from the state-local sector similar to the way purchases are made from private
vendors. Based on efficiency arguments, categorical grants, with matching or local
maintenance-of-effort requirements, are used to induce recipient local governments to
provide higher levels of aided services than otherwise because a significant proportion of
the benefits spill out to the nation as a whole. The grant-in-aid ensures external benefits
are reflected in local decisions setting service levels and that the costs of the service are
shared according to the distribution of benefits. Historically, federal categorical grants to
the state-local sector for which spillovers have been the major justification are grants for
highways, health, education, employment training and the environment.

A practical problem that has faced most federal categorical programs is excessive
matching rates which exceed spillover benefits. This has resulted in less stimulation and
the substitution of federal aid for state .local funds. Recent research suggests a dollar's
worth of categorical grant stimulates $0.38 of additional state and local public service
expenditures.

Consolidation of similar categorical
grants into block grants with no matching
requirements and fewer restrictions on the use
of funds is at odds with the objective of
stimulating higher levels of spending for
selected services and results in even lower
additional spending on aided services. A
dollar's worth of block grants stimulates only
an estimated $20 additional state-local public
consumption expenditures. Block grants are
an expensive form of general-purpose fiscal
assistance.

Another goal of federal intergovern-
mental aid is to address fiscal disparities
among states and localities and to promote a
more equitable distribution of state-local fiscal
capacities. Federal intervention is warranted
when disparities threaten the efficient operation of the economy or are viewed as
inconsistent with generally held standards of fairness. Differences in fiscal capacity will lead
to unequal treatment of citizens with identical incomes solely because of their location.

Consolidation, and in some instances eves
elimination of jurisdictions, is often pro-
posed as a cost-saving measure. Unfor-
tunately, savings available from such action
often would be small, and much bf those
savings would be offset by increased travel
costs of residents.
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Equity considendions are implied in propositions that all citizens should have access to
minimum levels of public services or that they should bear comparable tax burdens for
comparable levels of services, regardless of geographical location.

Fiscal disparities among states and localities also tend to create distortions in private
economic choices, Fiscal disparities that foster differences in tax rates and service levels
which in turn induce locationaI choices that are non-market based result in inefficiencies
and a general negative economic impact.

General-purpose grants, such as the recently terminated General Revenue Sharing
program, are be most efficient form of intergovernmental aid to mitigate fiscal disparities.
The policy issue is whether or not state-local fiscal disparities are serious enough for
federal intervention assistance. The federal role in addressing disparities among states is
clearer than among local governments. Local differences are shaped by der'sions of states
on geographical boundaries of localities, the assignment of service responsibilities and
restriction; on revenue-raising authority. Because of the failure of states to respond,
however, strong pressures for remedial actions by the federal goverirnent are unavoidable.

Rural localities and their local governments participates: in the general expansion of
federal assistance in the 1960s and 1970s and in the decline is the 1980s. The major federal
financial assistance programs made available to small general purpose governments since
1965 are (1) Rural Public Facilities Loans and Grai 's, Farmers Home Administration
[1966 - current), (2) Public Yorks Grants, Economic Development Administration [1966
- current), (3) General Revenue Sharing, Department of Treasury [1972 - 1984 (4)
Wastewater Construction Grants, U.S. Environmental Protection Agency - administered
by states [1972 - 1987), (5) Small Cities Community Development Block Grants - state
administered since 1982 [1974 - current) and Urban Development Action Grants [11`78 -
current), Department of Housing and Urban
Development, and (6) Comprehensive
Employment and Traicing Act, Department
of Labor - administered by states [1974 -
1981). Other federal funds, such as for
elementary and secondary education and
highways, may find their way to rural localities
channeled through state governments. While
most of these programs are still active, few
smaller governments are now involves with
federal assistance. One estimate is that less
than 6,000 of the 36,000 general purpose rural
local governments now receive federal funds
in any one year for any purpose.

Current Situation

The reliance on part-time, non-career,
volunteer public officials limits the manage-
ment capacity of local governments serving
rural localities.

The responsibility for meeting local public service demands in rural America while
dealing with changing economic and federal fiscal policy environments rests with a local
governance structure and fiscal system characterized by substantial diversity from state to
state, yet, a structure that shares some common characteristics. The common features
inherent in rural local government are small population and organizational size with
significant reliance on part-time citizen volunteer public officials who both set policy and
carry out programs. This structure limits continuity in administration as elected volunteers
turnover t:equently, and it also limits leadership and management capacity as compared to
larger governments with elected policymakers who have less direct involvement in the
management of public enterprises, services and programs.

The rural local government sector is large (about 53,000 separate units or about 64
percent of all local governments) with rural residents receiving service from several
overlapping jurisdictions -- a county, a township, a municipality, one or more school
districts and several special districts. The formai pattern in each state differs, but patterns
are similar among states because states borrowed from each other as they created their
governmental arrangement. One array that gives some order to the diversity to
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categorize rural lanai governments into (1) those frequently serving essentially open-country
with authority overlapping other units (Midwest townships and rural counties fit this
category), (2) incorporated municipalities providing urban-type services to rural trade and
employment centers, and (3) special service districts, including school districts, that have
restricted authority r d provide services ranging from elementary education to flood control
to roads to libraries to fire protection.

Consolidation, and in some instances even elimination of jurisdictions, is often
proposed as a cost-saving measure. Unfortunately, savings available from such action often
would be small, and much of those savings
would be offset by increased travel costs of
residents. Schools, the largest source of local
expenditures, have undergone continuous
consolidation during the past three decades.

The financing of rural local governments
is as varied as their organization. Diversity
characterizes the vertical and horizontal
allocation of spending responsibilities and
revenue-raising authority, complicating policy
development at the federal level. Some states
assume major responsibility in directly
providing local services. Other states have
financing responsibilities, and in still other
states, local governments are assigned significant service responsibilities and revenue-raising
authority. Decentralized responsibilities and revenue systems generally imply greater
dependence on property taxes.

The overall character of state/local public finance systems is determined by the
financing of schools, because of the overriding significance of school spending in state/local
public economies. The property tax and the system of local government in America evolved
together and are so closely related that a change in one has major implications for the
other. This is particularly the case in rural America where local revenue diversification
through user fees and access to income and sales taxes is limited because of low population
density, limited effective demand for fee-financed services and thin nonproperty tax bases.
These conditions increase the vulnerability of rural local governments to economic changes
and significant redirection in federal grant policies. The vulnerability varies by type of local
jurisdiction, with rural schools, counties and townships more exposed to property tax base
changes. On the other hand, rural municipalities, with more diverse iavenue authority and
urban-type service responsibilities, are more directly exposed to federal grant policy
changes. However, the loss of General Revenue Sharing funds fiscally stressed most rural
general purpose governments.

Public service provision in rural regions has been always constrained by low population
densities, low incomes and restricted governance capacity. Low population density
increases the per unit cost of many services in rural localities. But, broad-based
reorganization and rural government consolidation to lower costs and improve performance
may not yield substantial gains. Higher costs stemming from low density offset lower costs
from large-scale production. The spatial separation of governments also limits service
contracting and other innovative delivery schemes.

Low incomes in rural areas may result in insufficient demand for many public services,
even though provision at a higher level would represent a net gain to society. The reliance
on part -time, non-career, volunteer public officials limits the management capacity of local
governments serving rural localities. Trained professional staff, a common attribute in
larger jurisdictions, are essentially absent in rural America and the short tenure of
part-time officials restricts administrative continuity and the build up of public management
skills and capacity.

The challenges of providing local public services L. rural America are exacerbated by
the changes taking place in farm and rural economies in the Midwest, the South and some
Western states and by the boom conditions in adjacent-to-urban areas in the Eastern and
Western coastal regions. In those regions struggling with a rural economy slowly recovering

Because of the mobility of people and the
contribution of schoc ling to national
economic growth, the benefits from
investments in local schools spillover to Cie
entire nation.

144 ^ r,



from the last recession, shrinking property tax bases and the loss of General Revenue
Sharing funds accompanied by, at best, limited declines :n demands for local public services
has put upward pressure on rural tax rates, increasing the tax effort in rural regions. Many
Midwestern, We-stern and Southern rural governments face long-term decreases in their tax
bases, and farm property tax bases in these regions are not likely to recover to the real
values of the late 1970s. Real reductions in public spending in these regions are highly
likely as local taxpayers resist significant local tax rate increases.

Reductions in federal aid to states indirectly impacts rural governments by increasing
the demand for state revenues to replace lost federal funds, limiting the ability of states to
assist rural localities as they adjust to the new economics of rural America.

Analysis of poverty levels of local government services has shown the tie between
increases in federal aid and reductions in the extent of poverty of local public services,
particularly public elementary and secondary education. This suggests the reversal in
federal assistance will plunge more county areas into public service poverty and result in
a widening of the gap between the poor and the rest of the nation in access w public
services, particularly primary and secondary education. The danger is that these cutbacks
will foreclose opportunities for future generations, severely mortgage the future of many
rural areas, and limit their ability to be vital components of the national economy.

Critical Issue

While economic efficiency and fairness provide a strong case for some federal action
to address benefits enjoyed by those outside the tax jurisdiction, fiscal disparities and the
unique conditions in which demanded rural services must be provided argue for a federal
policy that should be neutral regarding the organization of rural governments and the
system used to meet service demands. Given
the great diversity in the structure and finance
of local government, fiscal assistance to
accommodate benefits enjoyed by those
outside the tax jurisdiction and fiscal
disparities should not discourage needed rural
government reorganization and creative
arrangements for financing and providing
demanded services.

The policy issue is not the revenue
available to rural governments, but rather the
quality and quantity of local public services
accessible to individuals, agriculture and rural business. Services should be provided
through a local public economy that accommodates economic realities and can
accommodate both economic growth and economic decline. Federal assistance should not
be a "safety net for rural governments," but accomm adate the efficiency and equity
principle:, underlying fr 'era, fmancial assistance in an effective manner.

Critical in this regard, for example, is the appropriate design of matching requirements
for categorical aid programs seeking to redress the misallocation of resources caused by
benefit spillovers and to increase the provision of selected services. Past shortcomings on
this note have resulted in failed policy, the substitution of federal aid for local funds and
limited si:mulative effects. Effective federal financial assistance tha 7.commodates benefit
spillovers from rural public services needs to distinguish problems that are nationwide nd
spillovers that are national in scope. For example, all localities demand local sheriff and
police services. Financing these services are a nationwide problem, but they hardly have
benefit spillovers of national consequence, Conversely, because of the mobility of pee&
and the contribution of schooling to national economic growth, the benefits from
investments in local schools spillover to the entire nation.

For policies redress:ag fiscal discrepancies, there needs to be neutrality with respect
to local government structure. The amount of assistance should not depend on the number
or type of local governments supplying services in an area. The objective is equality among
individuals in regards to access to fiscal capacity, not uniform expenditures for services.

For rural economies, the most critical
underfunding will likely be in primary and
secondary education.
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Tax effort and spending levels will vary reflecting the preferences and tastes of residents
for local public services. Assistance to redresF ;cal disparities needs to be designed to
encour the following:

Needed rural government reorganization to balance rural local public sectors with
ecos omic realities.
Creative arrangements for providing and financing demanded services.

Federal Policy Options for Rural Public Serv'ces

The principles for federal fmancial involvement indicate a st.i)rig national economic
interest for federal assistance to rural local governments. Four general policy options are
presented, each addressing a particular aspect of assisting rural local governments to
contribute to a vital rural America. The first option considered is for no new initiatives to
be taken.

No New Federal Initiatives

Conceptually, without federal assistance to redress benefit spillovers, rural local
governments will underprovide these services fi dative to desired national levels. For rural
economies, the most critical underfunding will likely be in primary and secondary education.
No financial initiative in the environmental area will remove the federal government from
involvement here. Rural governments will
continue to be under federal mandates for
waste water treatment, the protection of
ground drinking water supplies and solid waste
management. The absence of federal
assistance may spur state programs to help
localities accommodate t tie federal mandates.
Otherwise, the options are few and local
jurisdictions will in all likelihood attempt to
finance the higher service levels (that reflect
benefit spillovers) with their own source
revenues. This may result in lower levels of other services being provided. Mandates
without financial assistance forces local consumers to pay for national benefits.

No new federal initiative to redress fiscal disparities will likely increase the number
of localities deemed to be below the poverty line for local public services and increase the
number of people that do not have access to a level of services judged to be minimal and
fair.

Mandates without financial assistance
forces local consumers to pay for national
benefits.

Accommodating Benefit Spillovers from Rural Local Services

The federal government should assume responsibility for paying for that pui c of rural
local government services that provide national benefits, not local, and require service le eels
or performance criteria. Of particular significance are the environmental services from
waste water treatment facilities mandated by the federal clean water act. Categorical grants
with appropriately designed matching requirements and funding ceilings should be
considered. In the past, categorical grant systems have been inefficient and cumbersome
and have provided no incentive for higher local spending. Low matching requirements that
required funding ceilings to limit federal budget exposure have not provided the needed
local incentive. Resurrecting old programs will not be sufficient. New targeted
administratively efficient initiatives are needed. Income sensitive grant levels should be
considered to compensate for weak local demands caused by low incomes in rural areas.

Compensatory Aid to Disadvantaged Rural Areas

Federal compensatory aid could be provided through a general-purpose grant to rural

146

3



areas that are unable to provide minimally adequate service levels because of a lack of
fiscal capacity and the higher service costs incurred in low density service areas. To
overcome the problems of accounting for the diversity in local service responsibilities and
revenue authority among states in the design of federal assistance programs, a program of
general-purpose targeted rural fiscal assistance could be provided to state governments.
States could custom design the assistance to address local fiscal disparities in substate rural
regions. The objective would be to reduce fiscal dispalities among county areas and move
toward equal per capita treatment among rural and other county areas, rather than to
reduce disparities among rural local governments. The amount of aid to a state would be
the total aid to rural county areas. The program should be designed to provide incentives
for warranted state actions as well. Rural fiscal assis' mnce should target areas with the
most restricted fiscal capacity taking into account uncontrolled costs of service
responsibilities.

The importance of public elementary and secondary education and the difficulties
facing the rural public economy in this area suggests that states could be encouraged to
give particular consideration to rural education in administering the rural compensatory
aid program. For example, the high cost of providing special educational programs, such
as those for math and science, in low population density rural areas could be partially
defrayed.

Local Government Organization and Management Capacity

Federal policies could encourage stater to evaluate the current structure. servi
responsibilities, revenue authority, fiscal capacity and management capabilities eZ local
governments serving rural areas. Local government systems serving rural America are
creations of states, and strengthened state-local relations and local government capacity are
essential. States uld, therefore, play a leadership role in any restructuring of local
governments and in improving management capability. Federal incentives to form agencies
similar to the U.S. Advisory Commission on Intergovernmental Relations in each state is
one way f^-ilitating the provision of needed technical and management assistance and
informatif a condition and performance of rural governments. Critical in the mission
of these organizations is the evaluation of the structure and performance of governance
systems providing essential services in rural areas and the improvement of rural public
management skills.

Conclusion

Rural local governments are facing significant financial stress as they adjust to reduced
fiscal capacity and less federal intergovernmental aid while facing traditional problems of
serving jurisdictions with low population density and relatively low incomes. Opportunities
to temper the adverse impacts of rural
economic changes and incorporate the
energies and iritiatives of rural local
governments into building vitality into rural
America are facing federal policymakers.
Options for federal policies emerge from
concern for economic efficiency and equity
related to benefit spillovers of locally provided
services and fiscal disparities and the unique
conditions that complicate the financing and
provision of adequate public services in rural
areas. A successful federal rural development
strategy must incorporate options to
strengthen the local government sector of
rural America. Federal policies to balance the
fiscal position of rural elementary and secondary education are of critical importance to the
future of rural areas and rural people. This is a priority an of concern.

Federal rural development strategy must
strengthen the local government sector of
rural America. Federal policies to balance
the fiscal position of rural elementary and
secondary education are of critical impor-
tance to the future of rural areas.
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Response to Public Services Paper:
Northeast Region

Ralph Tabor, Legislative Director
National Association of Counties

I am plea.ied that we are spending time during this session discussing the basic public
services that have to be provided in rural counties and small towns and cities. Many times
we get involved in developing rural programs and forget that the basic services provided
by local governments are the keystone to where we want to go in so many other programs.
Considering the times we have gone through during the last 10 years, it would be very
important for any report that is coming out of these workshops to remind Congress of
where we have been in terms of our intergovernmental partnership and how much less
federal aid local governments are receiving today compared to 10 years ago.

About a year and a half ago, the Congressional Research Service did a study on the
federal budget and its implications for state and local government. They were looking on
both the expenditure side and the tax side. They recently updated that report aoi re-issued
it. Some of the fmdings are very intererting. In 1980, for instance, total federal aid to
state and local governments in current dollars was $91.5 billion. It is projected in fiscal
1989 that these current dollars will be up to $119 billion. However, we really have two
different kinds of aid that are included in those numbers. We have aid that is going for
individuals in health programs and income security programs, and we have funds that are
going to states and local governments for all
kinds of purposes. If you look at the
bra :::down of those figures, it shows that
pr, jams for individuals during that period
increased 7.7 percent but all other programs
for state and local governments actually
declined by about 1 percent. Much more
significant, however, is the fact that if you look
at these programs in terms of constant dollars,
we have had overall an annual 53 percent
decrease during that 10-year period. And
again, it shows up in terms of the payments
for individuals during that period. Even constant dollars went up about 3 percent. But all
these other programs that states, counties, and local rvemments are so dependent on had
an annual 5.3 percent decrease. It is very important that Congress be reminded about that.

If I have any objection to the public services paper presented earlier, it probably
comes dr lin to option 3. Perhaps the author:: and I really do not have that much
disagrc lent. In option 3 they are talking about a targeted fiscal assistance program that
would g to states and then be reallocated to local governments. I do not see any need for
any of tnese funds to go through the states. Our problem with this would be that it would
replace other state-aid programs. It is difficult to monitor state maintenance of efforts
regarding requirements that might be included in the legislation, and it is difficult to
enforce it. We have a bill that many of us in state and local government have worked on
very closely during the last two years to refine and get the targeting down o that it would
be a credible bill in Congress. This bill was introduced last year, went to committee, and
then stopped there. This legislation was going to authorize $1 billion -- only a quarter of
V, hat we had in the General Revenue Sharing Program -- and provides a two-step allocation
process. Fist of all, the funds would go to state: .nd allocation would be based on
population, taxable resources, and employment figures on a state-b state basis. We never
had that in the Revenue Sharing Program. After the money is allocated to the state Area,
then you go back on population, taxes and per capita income -- relative per capita income.
This is what makes this formula so sensitive to very needy communities. In effect, if a town

We have to have education and job training
involved in a comprehensive rural develop-
ment plan if it is really going to mean
something.
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is 110 percent of what the state average would be on relative per capita income, they would
be out. They would not get any money. Remember all the criticism against Congress a
few years ago about very rich, affluent places like Beverly Pills receiving money. They
would not get a dime under this program. In fact, most of tne money would be going to
rural local governments. The number of governmental recipients would be about 12,000
nationwide compared to 39,000 under the General Revenue Sharing Program. The other
interesting thing about this legislation is that for one quarter of the money we had in
General Revenue Sharing, we could make most of the recipients under this program equal
about 75 to 85 percent of what they were getting under the old program. I have taken time
explaining this because I want all of you to understand that we have not been sitting idly
since we lost revenue sharing but have been trying to come up with something else. It is
clear that if you are going to sell anything to the Congress, it has to be tightly targeted. I
think we have a vehide now that a lot of us
can work around. Maybe further refinements
a n be made.

In regard to my objections concerning
states reallocating funds to local governments,
there are a couple of possibilities. One is that
you can put a provision in that would allow
the state legislature to come up with a new
distribution formula if they want to do it. We
had that same provision ir the General
Revenue Sharing Program. In 14 years not
one state legislature touched the formula. The
other possibility, and it is real, is that if the
states want to come up with some matching
money, then we could make it a 50-50 grant
program that would allow them to come up with their own allocation program. NACO's
viewpoint and the view of many other local government groups is that states have a key role
in rural development, particularly in economic development. However, we have conditioned
our support for a block grant administered by the states on two conditions: (1) states must
put some of their own money on the table, and (2) local government officials must be
involved in policymaking. If we are going to have a statewide economic development
strategy or regional economic development strategies, we want to be a player. We do not
want just a bunch of state bureaucrats deciding what is going to happen to our rural
counties. If we have those two things, we are ready to support a very strong state role. The
same thing applies regarding targeted fiscal assistance through the states. If we really have
a serious proposition that some money is coming on the table, then we have no problems
talking about the state: playing a role.

I would like to review some of our efforts this past year to put together a rural
development bill in the Congress. State and k governments quite frankly did not get
togethe: cn how we were going to approach it. We had a severe problem with the action
being in the Senate Agriculture Committee, which has very limited jurisdiction and cannot
get into many of the areas etat all of us would consider to be central parts of a rural
development bill. But we also had something else. I have been in this intergovernment
game for over 20 years, and it reminded me of the early '70s or the late '60s. We had a
strong case being made by private nonprofit organizations to have a meaningful role in
some of the grant money that was going to be put up, particularly in capacity building. We
had a lot of discussions going back and forth, and we finally got some weak language in the
bill about consultations between the community-based organization and the appropri.
local governments. If we get into this battle next year, that is not going to be :)ufficiei
Some of you are coming from community-based organizations, and I do not really want tc
see us refight the battles of the '60s and '7Gs. It is in all of our interests to come to some
agreement that there has to be accountability for any organization receiving public funds,
and it has to fit in with whatever else is happening in that area. We have to work out some
arrangement with private and nonprofits that have an important role in so many aspects of
rural life. If we start getting into capacity building, then we will have a limited amount of

We have conditioned our support for a
block grant administered by the states on
two conditions: (1) states must put some of
their own money on the table, and (2) local
government officials must be involved in
policymaking.
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dollars. Instead of being able to use those doliars to hire good professional people to help
us with economic development, we will It, ve to spin it off to some community-based
organizations that primarily provide water services or health services and are now going to
get into economic development. It is going io cause problems.

If we are going to get a bill through this net Congress, it is critical that we I- ave a
comprehensive bill. I mentioned beforo the limited jurisdiction of the agricuaure
committees in both the Senate and the House. If we are going to come up with something
meaningful for local government, it has to involve the tax writing committees. In that
way, anything that might be done wi.h targeted fiscal assistance can be part of the package.
It is critically important that the discussion include treatment of tax exempt bonds, how
they are being issued, how we can use them, and pooling arrangements that are
particularly important for rural governments. We have a lot of rural governments that
have never issued a bond. They are not going to ge: into that particular marks: to meet
their construction needs unless we can come up with some new arrangements, and some
encouragement has to be there. The tax writing committees have to be involved.
Education, labor in the House, and the labor and public welfare !:ommittees in the Senate
have to be involved. We have to have education and job training involved in a
comprehensive rural development plan if it is really going to mean something. That has
not happened up to this point.

My conclusion is that all of this discussion is not going to ..ome to anything unless
Congress and the new Presitlent really face up to the budget deficit. It is clear that any
Icir.d of credible reduction plan will have to have :P.venues. That may not please same
of you. My organization made the conclusion two years ago that the most important thing
in terms of not only our economy but also our intergovernmental partnership -- if there
is anything left of it in this country -- is that we have to corm e up with additional revenues.
If we do not, we are not going to be talltin; about ariy new initiatives and that is
particularly true for rural development. We will just continue to watch those numbers go
down, and 10 years from now we will come in talking about our decline continuing another
53 percent a year.
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Response to Public Services Paper:
Southern Region

George Israel, Former Mayor
Macon, Georgia

Restructuring is occurring and has been occurring in rural America since the 1930s.
It has been brought on by a number of factors including farm mechanization, economic
fluctuations from the Depression, World War II, industrialization, the post-World War II
shift from military production to domestic production, and the mobilization of America via
vehicle ownership. One of the big problems we have seen in rural America has been over-
production. There has been an extremely -fficient agricultural system that is producing
about 20 percent of demand. All of this creates problems for those who are still left in
rural communities.

What I would like to convey to you is my absolute belief that we are entering a new
era or a new dispensation that threatens to leave rural America behind. From the context
of human history, we have been through essentially three eras or periods: the Prehistoric
Period, the Agrarian Era, and the Industrial Revolution. I do not know what the
economists or the sociologists or the historians are going to call the period we are now in,
but clearly something is changing. This change is characterized by a technological
revolution that is occurring in almost every field -- computer science, robotics, communica-
tions, transportation, medicine and health, electronics, animal and plant molecular biology,
materials engineering, and on and on. There
is no field that is not being touched by this
revolution. Another characterization of this
period is a restructuring of tl.e world econ-
omy, which means that in 'Small Town,
U.SA.," the banker is more concerned or as
concerned about monetary values as perhaps
someone would have been in only New York
City 20 years ago. Today those rural com-
munities are compzting in a world economy.
A third characteristic is a social-political
revolution that is worldwide in scope and has manifest itself primarily in the United States,
particularly as we move more to a pure participatory democracy.

I have hit on three very broad subjects to set the stage for us to make some good
conclusions. First of all, the most important ingredient in effective management of a local
government is good leadership -- leadership that has vision; plans; looks at trends and
causation of problems; understands markets, human resources, market linkages,
transportation, natural resources; develops a strategic goal for a community; stops and gets
the support for achieving those strategic goals; and then turns it over and sees that the
tactical plans are carried out. When we look at local government financing, I always split
it into two categories: (1) operating resources or the fmancing of services and (2) capital
resources. Any local government without adequate levels of these two h.:sources is going
to be in trouble very quickly. Local resources or a mix of local and state resources should
provide the necessary operating resources. In most communities the revenue sources to
provide financing of services can be divided into three broad areas: property taxes or ad
valorem taxes; income taxes or sale taxes or a mix thereof; and permits, franchise fees, user
fees, and license fees. One area that has not been fully developed is user fees, and my
experience with most local government officials is that they are moving rapidly to try to
bolster this particular revenue source. The concept that I have seen emerge is that of the
public-private partnership and privatization of some of the services that local government
performs. The concept is that financing can be more easily done on a user-fee basis and

Property taxes are an ancient, outdated,
antiquated, unlir way to raise revenue to
finance local government.
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that the private sector can .thieve economies that a local government cannot. Having come
from serving 12 years in local government, I do not contest that fact.

Now let me say something about property taxes. We always think we are dealing with
givens and that we are always going to have property taxes. I don't believe this. Property
taxes are an ancient, outdated, antiquated, unfair way to raise revenue to finance local
government. I know that is a statement that is very much to the point, but let me explain.
One, property taxes have no relations: jp to the ability to pay or real economic value. Two,
they are value-oriented rather than income-oriented, which creates a great deal of hardship.
An example might be a widow who is left with a piece of property but cannot afford to pay
the taxes on it because she has nothing but a social security income. Third, less than 50
percent of the people in this country today own propert3 and actually pay property taxes.
Now you may say that some people are paying this through their rent. That is true bet they
do not know it. I have seen studies like one from Emory University that show properly
taxes can, in many cases, be more regressive than even a sales tax. We cannot go back to
the federal government and expect them to fund the potpourri of categorical and block -
grant programs that we enjoyed in the 1960s, '70s, and even the t.arly '80s. It simply is not
going to happen. Any of you who were there waging the battle year after year trying to
keep revenue sharing alive know that program has no constituency within the Congress and
is not going to be reenacted. That is a flat statement that I will make. I would steer us to
begin looking at an alternative. The majority of the wealth in this country is not in real
estate and land. It is in financial instruments. In the 1800s when 93 percent of the
population in this country was engaged in agriculture and made their living from the land,
maybe property taxes were fair. Income was tied to the land or conic' 7oe maximized by
activities upon that land. But today when the majority of the wealth in this country is
in vested in cash, CD's, commercial paper, stocks, bonds, mutual funds and insurance cash
value, it is ludicrous to have property tax carry the burden it is today. I am one of those
that thinks perhaps the federal government, since it has retracted, should stay right where
it is. What is needed is a complete tax reform across the nation, state by state. As the
federal government pulls back and tax rates drop dramatic 1y, the state should seize the
initiative for programs and local aid. Something needs to happen to help our state
legislators recognize that local government is a creature of the state and that the state is
in fact our parents and Sugar Daddy, not the federal government.

It seems like funding from the federal government has not been efficient except for
the redistribution of wealth in some poor states. I have seen studies that show that for
every one dollar we send to Washington, as
low as 40 percent comes back. I also have
seen it as high as 80 percent with revenue
sharing. It has not been effective. Many
times the categorical grants were designed
with one community in mind. UDAC funds
were designed for the Northeastern big cities.
For a small city to get a UDAC grant, they
were going to strike out because the grants
were designed for cities like Detroit, Boston,
New York, Philadelphia, and Pittsburgh. If
you want to go back to that, I would urge you
to consider the problems you had with it. How did it kick you out? It was a simple little
item that was called pre-1940 housing. I can tell you that in the South we have very little
pre-1940 housing, and if we had it in our community, we needt 1 to tear it down. We did
under urban renewal and a lot of local programs. Therefore, we did not qualify for these
programs. They e is always going to be a Congressman or a Senator who is going to figure
a way to get that money into his state or his district to benefit his .onstituencies. That is
what is wrong with some of the federal programs. They are not as effective as they could
be. With federal aid comes mandates, red tape, and all the strings attached. In fact, when
I was mayor for eight years, I felt like all roads did not lead to Rome but led instead to
Washington, D.C. I had to go there two to three times a month. You know how often I
would go up to my own state capitol? About three times a year on business, if that gives

We should begin state by state to refashion
the way that we tax and then allow those
states, state by state, to distribute the
money back to the local communities.

152



you any indication. All that needs to be reversed, and it is :imply not going to happen. So
I would advance the idza that state governments should seize the initiative and capture this
valuable wealth and revenue base within this country.

We should begin state by state to refashion the way that we tax and then allow those
states, state by state, to distribute the money back to the local communities. The states
could do that. 'I hey could recognize and
encourage good leadership. They could have
a plan for development and require a develop-
ment plan from local governments. That's the
biggest problem with federal funding; they do
not require a plan. It's just money. I never
will forget when we got a call in Macon at the
end of the fiscal year, and the government
through the Department of Transportation was
trying to give away categorial gran .. for
bikeways. We had some bikeways, but I got
interested in how somebody lobbied to have
money in a categorical grant for bikeways. Do you know where it came from? The bicycle
industry. It was not attached to need -- to what was needed in rural America or urban
America or suburban America. Instead, a constituency group was able to lobby and
that money app opriated for bicycles. Incidentally, that Congressman was from a town that
had a big bicycle factory. By requiring a plan for development, the state could take
responsibility for encouraging efficiency in local government anl efficiency in education.
It would open whole new vistas that would help us get the job done not only in rural
America but urban America as well.

By requiring a plan for development, the
state could take responsibility for encour-
aging efficiency in local government and
efficiency in education.
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Response to Public Services Paper:
Western Region

John Tontz, County Commissioner
Douglas County, Washington

Is there life after federal revenue sharing? About six years ago those of us in local
government experienced the loss of federal revenue sharing. Most of us dedicated this
source of federal rev..nue to our police departments and to parks and recreation. In
Douglas County, we have a very large park program. Our annual budget for parks and
recreation 'c some $400,000. Most of our federal revenue sharing was dedicated to that.
Needless to say, after we lost revenue sharing, parks and recreation had a real problem, so
we ran a levy. Fortunately, the first year it passed and we were able to carry or our
program. The second year it failed. The grass grew; we could not fertilize. We had all
the problems that go along with no maintenance. In talking to city and county officials
throughout the United States, the loss of federal revenue sharing was a real problem for
everyone.

We are still experiencing a decline in rural farmlands plus a real problem with cities
annexing major tax bases in our counties. These high tax bases are needed to cover the
expenses that are mandated by the state and federal go, ernments. We must continue to
provide these services -- law enforcement, tax assessor, auditor, and all of the offices that
go with county government. Yet, we continue to lose these tax bases. In Douglas County,
we have had to cut back considerably. In our
prosecutor's office, for instance, all we have
is the prosecutor and a secretary. When the
prosecutor is in Superior Court, we have some
real problems. Our county is not alone.
Many small counties throughout the United
States are having these problems as our
farmlands decline and our tax income
decreases.

So what do we do? How are we going
to help this in the yea.., to come? First, the
farm credit program need- to come up with
a different formula. We all know that it works
on peaks and valleys. What we need to do ou
the farm credit program is come up with some
level media to eliminate the peaks and the valleys. I was recently appointed chairman of
the Farm Credit Subcommittee of the National Association of Counties. Some new
formula in the farm credit system is something you will see coming down the pipe from
NACO.

We also need to devise a different formula for incorporating areas from the cities to
the counties. Maybe we need to come up with a different formula for eliminating some of
these small cities. In our county, we have a town of about 1,700 people that is the second
richest town per capita in the state of Washington. East Wenatchee has a very large mall
and a heavy tax base, but it has only seven road miles. Douglas County has 1,760 county
road miles. The East Wenatchee law enforcement budget is $425,000, and the Douglas
County law enforcement budget is $450,000. The city of East Wenatchee offers two
services: law enforcement and a street sweeping crew. The immediate urban area outside
of East Wenatchee has a population of 18,000 people, and we as a county must provide all
of the other services for this urban area. In the case of such a large ;ax base, then.. needs
to be a new formula that will allow cities to share some of that tax money with the counties
for the services that the counties provide. Or perhaps we should change our laws so that
couriies can charge these incorporated areas for the services they provide.

We are still experiencing a decline in rural
farmlands plus a real problem with cities
annexing major tax bases in ow counties.
These high tax bases are needed to cover
the expenses that are mandated by the state
and federal governments.
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I am an apple orchardist, and today is a great time for me. Hopefully, Jose will have
all the apples picked when I get home tonight. I have talked with other commissioners in
Nebraska, Iowa and across the United States. We looked at the dairy buy-out program of
the federal government. Did that raise the price of milk? Did that raise the price of
butterfat for the dairy farmer? No, you can go to the market today and buy milk cheaper
than when we had the dairy buy-out program. What did it do, though? It hurt the hay
farmers; it hurt the beef farmers. The federal government has to look at these buy-out
programs. In our county, some of the farmers got into the CRP, the wheat buy-out
program. If you were over 50 years of age,
you should have gotten into it. You could
retire, and many of them did. Many of them
put their marginal land into CRP, and this
hurt rural America. The CRP program in
small communities throughout the United
States has certainly affected rural America.
Look at the apple subsidy, a program with
which I am very familiar. The federal govern-
ment has an apple subsidy program that buys
fruit for school systems. Last year it cost $6
a box to go to the warehouse to pack a box
of apples. The federal government offered $5.25 delivered in Seattle or Spokane for apples.
In my opinion, the federal government was helping the apple growers go broke. They could
have at least picked up our packing costs. We feel that it costs $9 a box to grow a box of
apples. Now I am going to throw out a big one. I think v,.:, must look at the elimination
of the Chicago Board of Trade. Let us get back to supply and demand.

There needs to be a new formula that will
allow cities to share tax money with the
counties for the services that the counties
provide.
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Rural Health Policy

Sam M. Cordes, University A Wyoming
Thomas A. Bruce, W. K. Kellogg Foundation

The notion of "rural health" can be defined in a variety of ways depending largely on
how one chooses to view health. For example, if the interest is in health status, then
legitimate areas of concern include nutrition, hereditary characteristics, life style, health
care services and public health measures such as chemical pollutants, sanitation and water
quality standards. If the interest is in health care services, then the terrain is much
narrower. Even then that field is still broad, because health care services include medical
and dental care, plus the clinical care that is provided by nurses and other professionals at
home, in hospitals, and in long-term care institutions.

Much of today's rural health concerns focus on accessibility to a fairly basic set of
medical and nursing services. This paper will emphasize the needs, issues, and po'icy
cptions available to the federal government in the delivery an financing of these basic
services.

History a Rural Health Policy

The myth that rural residence is the bastion of strong and healthy people, both
physically and mentally, was questioned long ago. In 1862, President Lincoln's
Commissioner of Agriculture described the high incidence of insanity and respiratory
disease among farm people, noting that the
longevity of farmers "is not as great as we
might suppose."

The federal government did not become
an active participant in the health care arena,
rural or urban, until the early part of the
twentieth century. Many of the federal
government programmatic initiatives in health
care that have been particularly helpful for
rural areas have not been targeted toward
these areas. On the other hand, there have
been several federal programs that have been
designed exclusively for rural areas or a
particular rural population.

One of the first federal initiatives that was helpful to rural areas was the
Sheppard-Towner Act of 1921. This act contributed to the strengthening of rural county
health departments by providing federal grants to the states for maternal and child health
services. Today, the largest source of federal health funds channeled to the states is
through the public health department block grants for preventive services and for maternal
and child care.

Perhaps tht most remarkable health service program directed specifically at
low-income farm families was initiated by the U.S. Farm Security Administration,
forerunner of today's Farmers Home Administration. In the 1930s and 1940s, this program
provided loans awl grants to families to enroll in prepaid medical care plans that provided
physician, hospital, and sometimes dental and drug services. In 1942, the peak year, these
subsidized local health insurance plans served over 600,000 persons in 1,100 rural counties.

The National Hospital Survey and Construction (Hill-Burton) Act of 1946 was not
designed exclusively for rural areas, but had the effect of channeling bi. Nis of dollars into
the construction or modernization of rural hospitals. Many of today's a ,.al hospitals owe
their existence to this particular piece of federal legislation.

The federal government's role in rural
health is to ensure that all individuals,
rtb..rdless of place of residence, are entitled
to reasonable access to a basic set of health
care services.
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During the 1960s and the heyday of the War on Poverty, Medicare and Medicaid were
passed. Medicare was designed fa, the elderly, and Medicaid was feder,J-state
partnership targeted toward the poor. Both programs provided public funds to help pay
for medical services. Because rural areas have a disproportionately largr, share of the
elderly and poor, these programs were particularly helpful to rural populations.

Providing the rural elderly and poor with an insurance subsidy is, Li course, useless
if medical services are unavailable. Hence, a number of federal programs were put in place
in the 1960s and 1970s to expand the supply of professional provider services. Again, many
of these programs were especially helpful to rural areas, although theywere not exclusivly
targeted toward rural concerns. One example was the tremendous federal subsidy for
medical education that began in the early 1970s. Along with the growth in the overall
supply of physicians came growing concern over their geographic distribution; this led to
the establishment in 1970 of the National Health Service Corps (NHSC). Selected
physicians, dentists, nurses, and other
personnel were given financial support for
their professional education and "repaid" this
support by agreeing to practice for a certain
number of years in federally-designated
"underserved areas! Typically, such areas
have been located in inner cities and in rural
areas.

NHSC personnel are often located in
federally supported Community Health
Centers (CHCs). The CHC program provides
funds for establishing and maintaining primary
care facilities and services in many
underserved areas. A separate federal
initiative provides basic medical services to the
migrant farm worker population. Together,
the migrant and CHC programs now provide
services in about 1,000 rural communities

Two sub-sets of the rural population are served by health care systems that are owned
and operated by the federal government, in contrast to the more common approach of
providing incentives and subsidies to private providers and consumers. One subset is served
by the Veteran's Administration (VA), which operates hospitals, clinics, and other facilities
for thousands of urban and rural veterans and their families. The other is the Indian
Health Service (IhS), an entity that has been in existence since 1849. Thy. IHS consists of
51 hospitals, 124 comprehensive ambulatory centers, and nearly 300 smaller health stations.

The above enumeration of relevant programs is not inclusive. For example, the Area
Health Education Centers movement started is 1972, and the Rural Health Clinics Act
became law in 19'78; both have moven to be invaluable rural resources. Without describing
these and other relevant programs, three observations are in order:

It is apparent that the historic thrust of the federal government's involvement in
health care has been directed toward improving access to services. Rural areas
have benefited in two ways: from several programs that included both rural and
urban populations, e.g., Medicare; and from several programs targeted specifically
toward rural populations or underserved areas, e.g., the N1-ISC.

Efforts by the federal government to improve access, whether in rural or urban
areas, can take on two distinct forms: demand-oriented or supply-oriented.
Medicare and Medicaid arc examples of demand-oriented programs in which
individuals are subsidized in their purchase of medical services. With the
supply-oriented approach, the federal government focuses on stimulating the supply
of services. Examples include the NHSC and the CHC programs. Two very
different mechanisms are incorporated into the supply-side aproach. The most
common mechanism involves the transfer of resources by the f:rleral government

The federal government's commitment to
improved access to services appears to be
waning. Today, the overriding federal
concern seems to be cost-containment. It is
obvious that t ", two social objectives of
improved access and cost containment are
potentially diametrically opposed.
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to qualified state and local entities to provide services. The other mechanism is
typified by the IHS and VA health system, with centralized federal ownership of
the delivery system.

The federal government's commitment to improved access to services appears to
be waning. Today, the overriding federal concern seems to be cost-containment.
This change in emphasis is grounded in the reality that the national debt has
become a major problem and that national health expenditures, public plus private,
have mushroomed from $75 billion in 1970 to $458 billion in 1986. Currently,
expenditures for health care exceed 10 percent of the nation's gross national
product.

It is obvious that the two social objectives of improved access and cost containment
are potentially diametrically opposed. Efforts to improve access ordinarily increase healtl
expenditures; cost containment by its very nature tends to restrict access. In today's
environment of cost constraints, the achievements of better health services for rural citizens
seems at increasing risk. The major demand-oriented initiatives such as Medicare and
Medicaid have such broad constituency that they probably are Tess at risk than scr_n_e of the
supply-oriented initiatives that have been geographically targeted and particularly helpful
to rural areas, e.g., the NHSC.

Current Status

A number of indicators point to a very serious set of health problems and resource
needs in rural areas. Examples include the following:

A greater incidence of chronic conditions in nonmetro areas in comparison to
metro areas, and greater disability effects associated with such conditions.
A higher infant mortality rate in nonmetro areas than in metro areas.
A greater proportion of the population rate their health as "fair" or "poor" in
nonmetro areas than in metro art-as.
A smaller physician-to-population ratio ex;sts in nonmetro arc es than in metro
areas.
The proportion of the poor who are covered by Medicaid is much lower in rural
areas than in urban areas.
A substantial proportion of the nonmetro population is without health insurance.
A substantial proportion of the rural population is without "a regular source of
care."
Selected health status indicators among rural Blacks, migrant farm workers, and
those living in rural Appalachia and on Indian reservations are comparable to what
is often found in developing countries.

It should not, however, be concluded that every indicator points to greater problems
and needs in rural areas, e.g., the incidence of acute conditions tends to be somewhat
higher in urban areas. Funny, one must be aware of the inherent limitations in rural-
urban comparisons. For example, suppose the use of hospital services is comparable for
the rural and urban populations. This does not mean the rural population is adequately
served unless one also assumes that (1) rural and urban needs are identical and (2) all
urban needs are being met. Perhaps it would be more sensible to simply say that rural
areas have certain needs that are not being met, and then not worry about whether the
level of misery in rural areas is less than or greater than that found in urban areas.

Critical Issues

Among the health care issues most critical and urgent for persons living in rural areas
are the following:
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The financial viability of hospitals.
The training, recruitment, and retention of providers -- especially primary care
physicians and nurses.
The development and enhancement of nontraditional arrangements and rec.ources
for delivering care. Examples include improved linkages and networking among
providers and the effective use of physician assistants and nurse practitioners.
The impacts of medical liability and malpractice.
The resolution of occupational health problems. Examples include occupation-
related injuries such as farm accidents and problems with pesticide and insecticide
use among farm workers.
The adequacy of emergency medical services.
Access to care even when services are available. Barriers to access include poverty,
lack of insurance, and transportation.

Justification for Federal Role

The rationale for government involvement in the financing and/or provision of health
care is based on market imperfections, equity considerations, and rural development
interests.

Market Imperfection

Most goods and services in our economy are produced and exchanged in a "free
market" framework. This framework leads to reasonably acceptable levels of performance
but is also predicated on the notion that certain critical assumptions are met. In the case
of health care, many of these assumptions do not hold. One such assumption is that
consumers are fully informed and are "in-control" of the purchases: in health care, the
balance of decision-making is skewed towaid the provider. A second assumption is that
the effects of one person's action or it fiction does not affect others: many types of medical
services (e.g., inoculations to contain tn e , read of communicable disease) do not meet this
criterion. Another assumption is that producers or providers are competitive. Although
the health care industry has become increasingly competitive, it still fails to meet fully the
assumption of competitiveness -- especially in rural areas where a single hospital or
physician may represent a local monopoly.

Equity

Equity considerations are related to what a society views as fair or just. The American
public is concerned when some individuals in need experience anxiety, pain, or death
because medical services are not provided.
Also, to the extent good health influences an
individual's ability to compete in the labor
market, those who have better medical
services will have an ad-/antage over those less
fortunate. This lack of an equal opportunity
to compete on an equal footing violates
another tenet of American social justice.

Not all states and localities are equal in
terms of their ability to finance and/or
administer public programs. In addition,
states and localities may have an inherent
vested interest in keeping services at a low
level. Specifically, if states or localities
provide a very comprehensive set of services, this may invite the migration of the sickest
and poorest, with increases in the tax burden for the local citizens. Or, local residents may
migrate from the state or le.ality, and with their goes the investment that has been made
by the local taxpayers.

Rural health services he!p attract and
retain both businesses and community
residents. One consideration involves the
fact that labor productivity will be low in a
community where health status is low.
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Rural Development

A third reason why the federal government may have a vested role in rural health care
is that the federal government is presumably interested in rural development. Health
services fit into the rural economic development scheme in two ways:

Rural health services help attract and retain both businesses and community
residents. One consideration involves the fact that labor productivity will be low
in a community where health status is low. Second, the absence of quality medical
services may encourage the outmigration of residents and/or discourage the
inmigration of residents and company employees.

Rural health services are a source of employment. For example, the local hospital
is often the largest employer in a rural community and much of this employment
is generated by income that does not already exist within the community. For
example, communities with a high pr mition of elderly will be a net importer of
fee. ;ral Medicare revenues. Additionally, a facility often attracts patients (and,
hence, revenue) from beyond the boundaries of the local community. Extrerte
examples of this situation are (a) highly specialized facilities located in rural area:,
e.g., large-scale tertiary facilities such as the Geisinger Cjnic in Danville,
Pennsylvania, and (b) small rural-based alcohol and drug rehabilitation centers that
cater to the urban elite.

Policy Options and Consequences

Those concerned about the federal role in rural health care can pursue several
different policy options:

The. federal financial contribution to health care programs could be increased.
Rural areas could be targeted for a larger share of the existing federal health care
cent iitation.
The federal government could help to restructure the American health care
systems to increase efficiency and effectiveness.

Increasing the Federal Contribution

Gi en today's political climate, the notion of increasing overall federal health care
expenditures will meet stiff opposition. Increased expenditures require either a tax increase
or reallocating resources from other federal programs such as national defense or
ag-iicultural programs. Even so, gaen the health lobby and the increasing number of
politically active elderly, this option should not be taken lightly. Indeed, a major new
federal initiative to cover catastrophic illness and home heak,12 care has had strong public
support, as members of Congress know only too well. Although rural areas will benefit
from an overall expansion of federal expenditures, this represents, to some extent, a trickle-
down approach. It seems doubtful that rural health care would improve relative to urban
care.

Increasing the Rural Share

An alternative to increasing federal expenditures for health care is to increase the
proportion of existing federal health care expenditures that go t' rural areas. Two sub-
components of this general strategy exist.

Be 'nand- Oriented Programs. Of chief concern here is the Medicare and
Medicaid programs. Medicare pays urban hospitals much more than rural
hospitals for providing the same services. Similarly, rural doctors are usually paid
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significantly less for their services than urban docto: ;, despite the lack of any
evidence documenting appreciably lower costs for rural practice. Federal policies,
as a result, provide strong financial incentives for physicians to locate in urban
areas. The problem with Medicaid is
somewhat different. This federal-state
partnership has created an irrational
patchwork of variations in eligibility
and coverage from state-to-state and
between rural and urban areas. For
example, a major component of
Medicaid focuses on persons eligible
for Aid to Families with Dependent
Children (AFDC). In many states,
AFDC eligibility is limited to
single-parent families. Because
single-parent households are much
more common in urban areas than in
rural areas, a greater proportion of
the rural poor are denied benefits.

---1Medicare pays urban hospitals much more
than rural hospitals for providing the same
services. Similarly, rural doctors are usual-
ly paid significantly less for their services
than urban doctors, despite the lack of any
evidence documenting appreciabt lower
costs for rural practice.

Supply-Oriented Programs. The rural share of federal health care expenditures
could be increased by expanding supply-oriented programs, especially those
programs that are targeted to viral and underserved areas. Examples include the
NHS(., the migrant and CHC programs, AHECs, the IHS, the Rural lizalth
CEP' :s Act, and federal support for family practice residency training.

Restructuring Health Care

For the most part, the previous two policy options -- increased federal spending for
health care and increasing rural share of federal expenditures -- do not focus attention
on fundamental issues associated with how services are organized, financed, and delivered.
Hence, a tb:rd policy option is to have the federal government show greater concern,
involvement, and commitment to t!'ese more fundamental issues -- in both rural and urban
areas. Such an approach may release resources that are not currently being used in an
optimal fashion. For example, millions of federal dollars are expended each year to
reimburse Medicare and Medicaid recipients for tests and proce tutes primarily intended
as a means to avoid potential malpractice suits. Hence, if a reasonable solution can be
found for liability, these funds can be rechanneled to meet genuine health care ne-ds.
Listed below are examples of the types of initiatives that may generate greater efficiency
in the use of our health care resources.

More emphasis on health promotion and disease prevention, eliminating need for
many costly treatment programs. Inexpensive health promotion services can be
rnvided in schools, worksites, community agencies, local hospitals, and clinics.

Greater attention to leadership training for citizens about health ca:e concepts and
issues. Groups that better understand the problems they are dealing with are
empowered to develop more effective solutions. The Cooperative Extension
Services of our nation's land-grant universities are a potential resource for this
service.
Increased volunteerism in community he .1Ith action; volunteers are vastly
underutilized in health education and community outreach.
More public/private coalitions to develop innovative new health car. itiatives.
Greater reliance on nurse clinicians, physician assistants, clinical pharn 'As, and
community outreach workers as cost-effective ways to provide care, especially in
sparsely populated areas.
More emphasis and creativity in solving transportation problems. For example, in
rural areas, school buses and other public sic :licks are often underutilized and
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could conceivably be made available to transport needy citizens to clink sites.
Continued experimentation with better means of financing health care, including
prepayment programs and bargaining for group-care services.

Summary and Priorities

Four final observations need to be made about the federal role in rural health policy:

A carefully articulated federal rural health policy has not yet been developed.
During the past year an Office of Rural Health has been established within the
U.S. Department of Health and Human Services, and a National Advisory
Committee on Rural Health has also been established. Hopefully, rural
constituents will use these two Ve:IIICIt.3 to generate beth a clear-cut and a
comprehensive strategy for providhg services in our rural communities.

If a federal rural health nolicy were to be developed, it should not try to avoid the
most fundamental question of all: How do we, as a society, view health care? If
some basic level of health care is to be viewed as an entitlement for every
American regardless of place of residence, then an expanded role for the federal
government is a necessity. Specifically, many rural areas simply do not have the
population base or income to support even a basic set of services. Parenthetically,
this is true also of rural postal services, but for over 200 years the federal
government has subsidized these services. One policy option is to have the federal
government fund and/or operate rural health services in all rural areas that cannot
financially support such services.

Federal health policy and federal rural health programs must recoe the
tremendous diversity that exists within rural Amenca and the fact that the ch,....bity
among rural areas dwarfs the diversity among urban areas. For example, rural
health problems in the South are largely due to rural poverty. In the rural West,
poverty is not the overri(1:n issue, with the notable exception of the Hispanic and
Native American populations. Instead, the problem is one of sheer distance. The
tremendous diversity among rural areas also argues for an increased federal
commitment to research. The overriding research auestion is: What works where?
The federal government is in the process of fundir ,e- al health research centers,
an initiative which is long overdue but which even now needs more adequate
resources.

In pursuing federal policy for rural health, it is essential that a balanced approach
be taken between the supply-oriented . -lemand-oriented approaches. In urban
areas, the main problem is lack of fma, wal resources to access services that are
geographhally available. In rural areas, the problem often is one of simple
unavailability of services, coupled with problems of poor families who do not have
the resources to access whatever services do exist.

Potential Priorities

k a fundamental sense, highest federal priority should be given to a cIL.arly articulated
rural health policy. It suggested that such a policy should operate under the following
basic premise: the federal government's role in rural health is to ensure that all
individuals, regardless of place of residence, are env:led to reaso able access to
a basic set of health care services.

Consistent with this philosophy are the following priorities:

A commitment and necessary action by the, federal government to operate a fair,
equitable, and adequate Medicaid program; and tke establishment of eligibility
guidelines that do not discriminate in a de facto fashion against rural areas,
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Elimination of rural-urban inequities in Medicare's reimbursement to hospitals and
physicians.
Expansion and/or improved targeting of supply-oriented programs to insure that
all rural persons have reasonable access to a basic set of health services. Examples
include the NHSC, the migrant and CHC programs, AHEC, the IHS, the Rural
Health Clinics Act, and the need for increased federal support for rural emergency
medical systems.
Increased funding for rural health research activities, including the Rural Health
Research Centers program.
Increased funding for experimental delivery systems designed to generate more
cost-effective ways of organizing, financing, and delivering care in rural areas. In
designing this type c: research and demonstration program, particular emphasis
should be placed on the tremendous diversity that exists among rural areas.
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Response to Health Paper:
North Central Region

Steve Wilhide, President
Southern Ohio Health Services Network

In my recruiting efforts for the rural, Appalachian area of Southwestern Ohio, I am
frequently confronted by citizens of small towns echo do not understand why physicians are
not willing to set up a practice. After all, it is a wonderful town and once supported several
physicians. And isn't there a surplus of doctors?

Without question, general practice physicians were found in most small communities
up until about the late '60s and early '70s. As older physicians died or retired, young
physicians were not anxious to take their places. Why?

The communities have not changed. Small towns still send their sons and daughters
to medical school, but medicine has changed. And, perhaps more importantly, society's
expectations of medicine have changed. We have produced many more physicians since the
mid-60s; enough for a so-called surplus. But a further analysis of that surplus s one
clue to the increasing difficulty rural areas face in adequate access to basic pit *lealth

care. According to a recent article in The Journal of the American ...edical
Association, "there may be a shortage of family physicians, particularly in managed-care
systems and in rural areas that are un&rserved." The authe rs conclude that family
physicians are in greater demand nationwidL than any other medical specialty. The greatest
demand is in the Midwest, where 40 percent
cf the hospitals responding to a recent survey
reported a need for family specialists. A
report by the American Medical Association's
Council on Long-Range Planning and
Development cites a decrease in residency
programs as a roadblock to generating new
sources of graduate medical physicians in
family practice. The report indicates the
overall physician population increased by
almost 45 percent between 1975 and 1986,
while the number of family physicians grew by
only 24 percent. The AMA further projects the total physician population by the year 2001
will increase by nearly 22 percent, but family physicians will increase by only 9 percent.

One explanation for the short fall is an average income for family physicians of
$80,330 compared with $119,000 for all physicians. Family physicians work longer hours
and see more patients. Rural physicians are paid less by Medicare than their urban
counterparts, despite the lack of any evidence documenting appreciablylower costs for rural
practice. Given these trends, it is apparent the supply and demand phenomena will not
solve the increasing difficulty rural residents face in obtaining accessible health care
services. An adequate healtb care system is a critical component of overall rural economic

development. In addition to the fact that rural hospitals often are the largest local
employers, industry is reluctant to locate in an area that has inadequate he di care
resources. There is a clear link between an inadequate supply of physicians and rural
hospital closures. Such closures have enurmous social as well as economic impact on
communities. A community hospital is often the hub of community involvement and a
source of social support, particularly for elderly community members. Furthermore, closure
of the hospital mea.s having to travel to receive necessary care. A recent study by
Christopher Hogan in The Journal of Rural Health found that the very elderly do not
travel much for hospitalization. Therefore, hospital closure may have a more profound
impact on the very elderly than on othe, segment of the population.

Rural physicians are paid less by Medicare
than their urban counterparts, despite the
lack of any evidence documenting appreci-
ably lower costs for rural practice.
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EXAMPLES

Note: There .re 240 payment districts (no rationale for divisie `.. The
are from the payment district as numbered.

Source:*Medicare Directory of Prevailing Charge,. 1984 (the last
by HHS)

examples cited

year published

Initial Intermediate

Medicare
Approves

Office Visit Nebraska/4 S 15.00
California/16 ..r. 75.tYJ

Appendectomy Wisconsin/D-14 $ 371.20

Radical Mastectomy Idaho/North $ 731.00
NY/A $1,134.70

Limited Consultation Illinois/10 $ .4.80
Washington, DC $ 103.00

WITHIN STATES

Initial Intermediate
Hospital Visit Illinois/1 $ 41.2C

Illinois/15 $ 85.00

Thora Centers Wisconsin/G-40 $ 37.10
Wisconsin/H-46 $ 89.20

Medicare Per Capita Expenditures

Michigan Oaklind Co. $ 155.51
Menominee Co. $ 55.56

Taken from Medicare Standardized
Per Capita Rates of Payment

Dade Comity, Florida $ 192.16
Meeker County, Minnesota $ 42.75
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Over the past 30 years, the practise of medicine has become less of an "art" and more
of a technology-dependent "science." This change has affected rural areas since smaller
community hospitals support fewer specialized services and perform fewer complex
procedures than urban hospitals. Physicians evaluate practice opportunities, in part, by the
services available at a local hospital.

As pointed out in the Cordt. and Bruce paper on Rural Health Policy, federal policy
historically has been to improve access to health services. According to Cordes and Bruce,
in today's environment of cost consciousness, the two objectives of it [proved access and
cost-containment are potentially diame.rically opposed. But are they? Research has
demonstraA that aen after adjusting for case mix, teaching commitment, and wage levels,
rural hospitals have a lower cost per discharge than urban hospitals. Medicare therefore
pays rural hospitals less per discharge even after adjusting for case mix, wages, and
teaching. An exception is made for host tals qualifying for rural referral center status.
Part of the reason for the higher costs iu urban and rural referral hospitals is due to a more
resource-in.znsive style of practice. The euailabilit, of greater technology and medical
specialists at these hospitals results in more expensive care being provided.

Clearly, the federal government must address the increasing inequities in rural/urban
access to health care. A lack of federal involvement will result in increased costs as rural
residents have to travel further to receive care
in more resource-iuttensive institutions. Rural
economies will become more depressed due
to the loss of jobs associated with hospital
closure and the inability to attract industry due
to inadequate health care resources. The
potential priorities articulated in the Cordes
and Bruce paper form the minimum basis for
a rral health policy; but, in addition, federal
health policy must begin to be evaluated based
upon its impact on rural jobs and income.

The lack of a rural health policy
addressing these priorities can only result in
greater overall costs as care shifts from rural to more urban areas. A rural health policy
should embrace a planning approach to the delivery of services. Rural residents are
entitled to a certain minimum level of services. The federal role should be to assure that
residents of areas ranging from sparsely populated "frontier" areas to less rural areas have
a level of health services deemed appropriate for the area. This planning should 1Y,'
facilitated by the federal government but implemented at the state and local level.

Resource development should be implemented through a combined federal/state and
local effort. Models should be evaluated for valuable knowledge and potential duplication,
i.e., the National Health Services Corps for manpower, the health program of the
Appalachian Regional Commission, and an economic development model and innovative
state program such as the North Carolina Office of Rural Health. The lack of an equal
opportunity for rural residents to compete on an equal footing due to poor health care
violates our sense of American social justice. An individual's place of residence should not
result in substandard healti care.

The lack of a rural health policy can only
result in gre:kter overall costs as care shifts
from rural to more urban areas. Rural
residents are entitled to a certain minimum
level of services.
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Response to Health Paper:
Northeast Region

Nona Boyink
Vice President, Director of Primary Care
Kennebec Valley Regional Health Agency
Waterville, Maine

The most controversial part of a discussion about health care is the basic decision that
Dr. Bruce eluded to earlier, a decision that we have not made as a country. Is health care
a right or a privilege? We have to make that decision before lite can formulate good
federal policy to address the problems that are there. A very different set of policy options
exists if we decide that health care is a privilege ratber than a right. l will tell you up front
that I come down strongly on the side of health lx ;ght, and the policy options that
Dr. Cordes and Dr. Bruce have outlined in the live. e ones that I think are critical to
making sure there is access to basic health care for all Americans regardless of where they
live or how much money they earn.

I would like to focus on three options that are suggested in the paper and put them
in terms of programs that could be used to implement those policies. The three policies
are: (1) increase the federal shaie, of overall health care spending, (2) target portions of the
federal share more ileavily to rural areas, and (3) help rural areas restructure the health
care system. Policy is nice, but Congress does
not vote on policy. They vote on programs
that sometimes stem from policy and some-
times turn around and make policy. Coming
from the side of universal access, I thin' there
are particular areas that will help impli nent
these three policies.

The, first issue that has to be addressed
is the inequities in Medicare and Medicaid.
If we can more closely equalize reimburse-
ment for physicians and hospitals under Medi-
care and can more closely equalize reimburse-
ment riot only geographically but by spec:aity
for physicians under Medicare, we will start to deal with some of the physician-supply
issues. The majority of physicians that end up practicing in rural areas are general
practitioners. They are not reimbursed well by Medicare. If that system moves ar-r.ind -

- as it may or may not -- we can see some increasing incenti.,zs to physicians not to worry
as much about where they practice or how they practice in terms of whether they deal in
specialty medicine or general practice. Medicaid for rural areas is probably at least as
critical as Medicare because Medicaid is badly under-represented among the poverty
population as a result of the issues of family structure that Dr. Bruce eluded to earlier.
There tic:Ws to be a significant change in Medicaid policy at e , federal level to provide
all poor people more uniform access to health care, not just those who live in broken
hoin..:s and receive Aid to Families with Dependent Children.

The second area that needs to be addressed relates to the issue of targeted federal
fun() for rural arms. That gets back to the question of supply and to programs of supply.
Th . programs teat Dr. Bruce outlined -- the National Health Service Corps, Area Health
Education Centers, and Community and Migrant Health Centers -- are examples of
programs that can work PP-t'cularly well in rural areas because they work well for
underserved areas. The r vaty of the underserved areas in the country are in the rural
areas. During the last ten years, the growth in physician supply in the rural areas has been
one-third of that of the U.S. as a whole per individual population, not in number of doctors
but in doctors per population. Much of the current federal policy related to physician

Is health care a right or a privilege? We
have to make that decision before we can
formulate good federal policy to address the
problems that are there.
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supply is based on a study that came out in the late '70s predicting a physician glut by 1990.
There is a physician glut in many parts of the country, but there is not one in rural areas
and there is not likely to be one. One of the interesting parts of the health paper presented
here is the discussion concerning why supply-and-demand economics in health care does
not work in rural areas, It is a critical factor if we are going to insure rural Americans
access to health care. We must have a federal policy that relates to spending more federal
dollars for rural health care.

The third area is a policy area that ties together the ether pieces and in the long run
wil' make them work without continuing special programs. It is the issue of universal
insurance at one level or the other, whether through a Medicaid program that applies to
more people or through crnsolidated efforts
with government and privhie industry. There
are 37 millie' people in the country. About
10 to 12 million people in rural areas do not
have any kind of health insurance -- no
Medicare, Medicaid, Blue Cress or anything.
Of those that remain insured, most of that
health insurance does not pay for basic
primary health care. This means that people
do not get health care until they get sick
-ough tc, get into the hospital. The avail-

ability of access to health insurance is a
partnership of the three levels of government and private industry. It will help rural
hospitals and rural p!Aysicians, and i' will maintain a service delivery capacity within the
rural countryside.

I want to conclude with a brief discussion of the issue of malpractice. The federal
government has taken a hands-off approach to malpractice because insurance is state
regulated. As a country, we cannot afford to do that any longer. Medical malpractice
insurance has to go beyond state boundaries, er we will find significant areas of the country
-- both urban and rural -- withcut health care as a result. The example of spending $57,000
for obstetrical malpractice insurance is going to drive people into highly specialized care.
Physicians will take a $15,000 to $20,000 drop in their malpractice insurance and simply do
gynecological surgery. The doctors are not going to make any less money; they are not
going to go out of practice. They are just going to stor providing critical servir-s in areas
of low - population density. There needs to be an effort on the national level to deal with
that question, or it is not going to get dealt with.

If we can more closely equalize reiwburse-
ment for physicians and hospitals under
Medicare, we will start to deal with some of
the physician-supply *ssues.

- /-,,
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Response to Health Paper:
Southern Region

Roland Gardner, Executive Director
Beauford-Jasper County Health Services, ,'Iouth Carolina

Mary of the problems in rural health care are well known. Most policymakers know
there is a physician and nursing shortage or that rural hospitals are in financial distress.
Unfortunately, m.,ch of the research in this area is issue-specific and is descriptive of the
depth of the problem rather than lookinr -Inalytically at the interplay of the diverse issues.
The issue-specific nature of the researc.. then produces a "shotgun" approach to public
policy development at a time when a coordinated approach would more accurately i eflect
costs. Failure to address the problem of the shortage of physicians in rural areas is to
provide the hospital with resources to support the cost of inpatient care without providing
the physicians to administer that care. This response is designed to provide an analytical
view of the diversity of issues and is intended to stimulate a coordinated approach to public
policy solutions.

Physicians

Many rural communities continue to have problems in recruiting and retaining
physicians, despite the alleged national "doctor g'..a." While some diffusion of doctors into
rural areas is taking place, it is very slow and
is not occurring uniformly across the country,
according to a recent study performed by
Kindig and Movassaghi of the University of
Wisconsin-Madison.

The study showed that in small rural
communities between 1975 and 1985,
physician-to-population ratios grew at a rate
less than half as f It as in the nation as a
whole (14.2 percznt compared to 32.5
percent). Moreover, small rural communities
continued in 1985 to have physician-to-
population ratios less than one-third that of
national rates (53 physicians/100,000 versus
163 physicians/100,000).

One of the most important programs to
address this problem, the Natiunal Health
Service Corps (NHSC), is being dismantled
after more than 15 years. At the very time
when rural provider needs are high, the field
strength of the NHSC is declining. Nearly 65 percent of Corps placements have been in
rural areas. By the end of FY 1989, the NHSC field strength %rill be only slightly more
than half i' field strength at the beginning of FY 1988 (from ".,595 in 1988 to 1,401 in
1989). Projections for the following year indicate that about 800 NHSC scholars will he
available for placement in 1990. This pattern, should it continue, will mean that thousands
of rural communities will be at risk for medical care, and they will be forced to try to
compete with wealthier, more attractive practice settings to fill physician vacancies.

In small rural communities between 1975
and 1985, physician-to-population ratios
grew at a rate less than half as fast as in
the nation as a whole. One of the most
important programs to address this prob-
lem, the National Health Service Corps, is
being dismantled after more than 15 years.
At the very time when rural provider needs
are high, the field strength of the NHSC is
declining.

Increased Demand

A consistent theme in discussions of rural health care has been the differenti.Illy low
access to providers find facilities, as well as a lack of some or all of the componc-ts of a
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coordinated care system. Decreased federal funding for emergency medical services has
left many rural residents without access to life-saving care in emergency situations. Loi.g
distances and provider shortages work to disrupt the smooth passage of a patient up and
down the technology gradient w' en necessary, thus resulting in inadequate communication
of patient needs and problems among primary providers, specialty care professionals, and
extended care/recuperation resources. Further, resources necessary for successful
outcomes following secondary or tertiary treatment are often unavailable. Surgical patients,
high-risx mothers and infants, and other high-risk patient groups require consistent medical
and health care during the entire course of ..zsolving their problem. For example, the rural
resident who is ictim of a serious automobile accident faces increased risk due to
inadequate emergency medical transportation. Even assuming that transportation is
available and the hospital treatment is successful, that increased risk is still not ameliorated.
Necessary intermittent follow-up; nursing care during s ecuperation; home meals; and a safe,
dean environment may not be available, especially to low-income persons. Shortages of
ambulance services, home health providers, social service agencies and on-site
medical/health providers decrease the patient's chance of obtaining the longer-term,
managed care necessary for positive outcomes. While this is true for all patient categories,
it is especially illustrated by four problem groups facing rural providers today.

Directions for Consideration

Discussions of response should be designed to increase affordability and access to care
for rural residents. Two approaches should be used in concert: assuring care for povert"
populations while working to strengthen the health care system in ways which ensure thai
comprehensive health care can be accessed through entry points in rural areas. Several
approaches have been and are being used by the federal government and state/local
officials to encourage access to affordable care for rural residents. They include
community/migrant health centers, the National Health Service Corps, certified rural health
clinics, and hospital ti ansition legislation, as well as discussions of equitable reimbursement
for rural providers based on a re-examination of the original reasons for a rural/urban
reimbursement differential. While some of these approaches are quite recent, many have
a history of service that deserves re-evaluation with an eye toward improved services.

The following list is just a sample of the many issues that affect the health care of
rural Americans:

1. Hospital crisis

2. Manpower shortages (physicians, nurses, mid-levels)

3. Increased demands

4. Medical liability crisis

5. Infant mortality

6. The new morbidities

7. Public health issues, i.e., AIDS, homelessness

8. Migrant farm workers

9. Patient issues
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Recommendations

Given the ever-increasing shortage of health manpower in rural areas:

Congress should reinstitute and fully fund the National Health Servic!:. Corps
scholarship and field placement programs as well as the loan TT ,yrnent program
in order to place urgently needed health care professionals in _oral areas.

States need t' take a serious look at reforming their existing health manpower
programs to more effectively place health professionals in the neediest areas and
ensure their retention over time.

Federal initiatives to states should be developed in order to encourage states to
adopt/reform health care practice statutes that will allow for appropriate use of
mid-level practitioners in primary care settings.

Federal and state reimbursement policies should foster incentives to attract and
retain physicians and other providers in rural areas.

Federal efforts to market and provide technical assistance to enhance the number
of certified rural health clinics should be developed.

Given the increasing number of uninsured rural residents and the lack of access to
basic health care:

Congress should reauthorize community and migrant health center programs at
levels of funding sufficient to enable current centers to meet necessary costs and
provide for new centers in rural areas unserve4 at present.

Given the increasing crisis in malpractice insurance and its impact on access to
obstetrical service and, ultimately, infant mortality in rural areas:

Model federal legislation should be developed as a guide to states now struggling
to address the threat to service posed by rap;dly increasing malpractice insurance
costs and incentives should be developed for states to address this problem.

Given the financial crisis facing many rural hospitals and he increasing number of
rural hospital closures:

The medicare program should replace the separate urban and rural DRG rates
with a single rate for all hospitals adjusted for legitimate and current local cost
variations.

The current wage adjustment in the medicare DRG reimbursement formula should
be refined to more accurately reflect the cost of professional labor for rural
hospitals.

Federal and state public rolicy, reimbursement strategies, and health care
regulations should be designed to encourage hospitals to diversify and engage in
a smooth transition to health service facilities tailored to address the unmet health
care needs of the local area.

Given the increasing prevalence of public health issues such as AIDS, infant mortality,
and homelessness in rural areas:
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Flexible federal/state assistance for these public health problems should be
designed to ensure programs are both responsive to the unique characteristics of
rural areas and funded sufficiently to al'ow for flexible approaches.

While acknowledging the importance Jf research, federal AIDS initiatives should
emphasize the necessity of community education, outreach, prevention and early
diagnosis and treatment for victims of AIDS.

States should embrace the options provided under federal legislation in recent
years that would enhance the number of women and children eligible for medicaid
coverage in order to assure early access to health care and reduce infant mortality.

a Congress should provide sufficient appropriations for the federal Health Care for
the Homeless Program to include provision of services to homeless people in rural
communities that received minimal health care support during the first year of the
program.

Congress should ensure that homeless women, infants, and children arc eligible for
the WIC program in all states.

Given that the priority public policy direction is focused on the needs of the rural
health service delivery system n crisis, it is also recognized that practical 'march is
necessary to assure a solid understanding of the nature aru cater. of the rural health care
problems. Therefore:

There should be continued funding for rural health research centers through
HRSA's Office of Rural Health Policy.,

Additional funds should be provided to the National Center for Health Services
Research to support studies on rural health services based on the research agenda
developed last year under a Congressional mandate.

Some of these recom,,,;adations would
improve health care for both urban and rural
populations since the rural populations and
urban poverty populations share common
problems. While it is not likely that rural
populations will move cn masse to urban
areas, it is probable that increasing numbers
of high-risk segments of the rural population
will seek necessary but locally unavailable care
by traveling to the city. Such a migration of
problem patients, including poor minority
group members, AIDS patients, or high-risk
mothers has already been seen in some areas.
This places additional burdens or. that portion
of the urban health care system that deals with
uncompensated care at a time when it can
least afford such an inci ,ase. Rural residents
and urban-uncompensated care for medically
indigent populations have similar problems. They can and should work together to
effectively advocate for policy changes of mutual benefit. Medically indiger .rban
residents also face provider shortages. facility closures, and inability to maintain access to
care in the face of rising costs. Common interest indicates that workable policy decisions
should be sought by working together toward a goal of improved health for all Americans.

It is probable that increasing numbers of
high-risk segments of the rural population
will seek necessary but locally unavailable
care by traveling to the city. Such a migra-
tion of problem patients places additional
burdens on that portion of the urban health
care system that deals with uncompensated
care at a time when it can least afford such
an increase.
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Response to Health Paper:
Western Region

Marsha Kilgore, President
Board of Directors
National Rural Health Associati )n

Besides reinforce, ome of the policy cinions Sam Cordes mentioned in his health
paper, I would like to i....d a couple that the National Rural Health Association believes
should be occurring in this country. I have been in rural health for 14 years in the state
of Oregon, and I know the issues backwards and forwards. Unfortunately, they really have
not changed much through the years, except for the fact they are getting worse. There
needs to be some definite federal policies on rural health, and we have a good opportunity
right now with Congress and the federal government to get things really rolling once again
and reinstate some of the programs that were once in existence. We can either dc, that or
change those programs and add new ones.

The overall policy that ve mu.,t have is a commitment in this country that all rural
residents have a right to available health care services. I am not talking about fancy
services CAT scans in every rural community, CAT scanners or MRI's or all that other
fancy technology. I am talking about a basic level of health care service that should be
available in rural America. We also have to recognize that there is a real difference in the
definition of the word "rural" in different regions of tb:, country. The workshop that was
held in the East or the South probably discussed many different options in relation to their
definition of rural and what their rural health problems are. We certainly know that rural
in the West is very diffe ..;nt from a rural county in North Carolina that has a probiem
with health care services because the nurse practitioner is only seven miles fron. Duke
University. It is very different out here with fewer people and g, _tater distances to travel.
There needs to be a definite recognition of those differences in order to avoid regulations
that are so generic to rural that they end up being a hardship on those areas of the country
that are rural in terms of being sparsely populated.

We also need to have some stronger working relationships v.rith federal programs
that are rural health related anu impact on states. Many rural health programs that the
federal gov,....nment has been involved in have
not included the state at all. Any rural health
policies and programs that are instituted by
the fedetalgovenunent should have to include
sonic interaction with the states. These
policies should not dictate detail level activities
in the states, but they should recgnize the
diversity we have hi our states.

Equity in reimbursement is probably one
of the greatest hassles in rural health care
today. Our federal government under the
Medicare program reimburses rural hospitals
at about 40 percent less than they reimburse urban hospitals for the same level of services.
Forty percent. It just amazes me that they are doing that and for no reason -- and that
they get away with it. It is having a great impact on our rural hospitals. The same is true
for rural doctors under Medicare reimbursement. They ge` less reimbursement than urban
doctors. The difference is not as high as the 40 percent for hospitals, but certainly there
is a discrepancy. The equity issue must be fixed. Rural America is not asking for more
health dollars than anybody else. It is simply asking for its fair share If the pie. Federal
nolicits ought to acknowledge that rural America deserves its fair share There are some
other things going on with per capita formulas and distribution of block grant dollars that
become a real problem in rural areas. It may not be a problem on the East Coast, where

The overall policy that we must have is a
commitment in this country that all rural
residents have a right to a basic level of
health care service.
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you have a little tiny cow j in land size that is densely populated. But in the West, many
of our cocinties have less than six people per square mile. When you start distributing
dollars on a per capita basis, there are not many services you can provide. It is certainly
a pr 'icy area that needs to be looked at seriously for possible char.ges.

Federal government also needs to do some promotion and development of non-
traditional health care services. We are talking about more utilization of nurse
practitioners and physician assistants. Nobody wants to compromise the quality of health
care in rural areas. That is not what we are saying. What we are saying is that there are
professionals out there and alternatives besides the traditional hospital that can provide
basic services to rural areas and would be good answers to the problem of health care.
Federal policies ought to acknowledge that and promote it. Right now none of our rural
hospitals can downsize to something less than 4 traditional hospital because Medicare will
not reimburse tnem if they do. So, federal policies need to be looked at to allow for
nontraditional health care systems.

We also need dollars in the rural areas for technical assistance. Since this workshop
began, we have said that we need to develop leadership in the rural areas and provide
technical assistance. We need dollars available to be pumped into rural communities to
provide those services. In addition, we need dollars for new initiatives to replace those like
the National Service Corps that is being dis-
mantled, the old Hilburton program that
nelped rural hospitals in construction, and the
Emergency Medical Services programs. Either
we need dollars for new initiatives or we need
to restructure those programs, take a look at
them, and see how they can fit into today's
rural environment.

We also should hve a federal policy that
says we all need to be working together when
we are talking about rural econowic develop-
mert. Health care is a critical component of
economic development, and there ought to be
guidance and structur out there to force that
issue.

Congress need , to re-evaluate its hands-off approach to the liability issue. States are
not handling it. Congress has said we are not pi- to deal with it; leave it to the states.
States are just not able to get things going. Congress needs to re-evaluate their feelings
and take a serious look at it. The malpractice issue is not only bad in the urban areas
where you hear about it and see it in the cost of health care, but it also is absolutely critical
in our rural areas.

Another policy option we need is a continuation of rural health research, which has
been minimal over the years. There is finally some federal money being put into rural
health research so we can get the facts and information in order to set policy and prtygrar
that are going to address some of these issues. Money has ;I just recently to dew'
some rural health research centers across the country. There is certainly a focus and an
interest for us to continue those research centers.

Congress is showing a little bit of renews, interect in run,' he.:..th. A few dollars are
coming through the House Rural Heaith Coalition and tie Senate Rural Health Caucus.
Those two groups have been very instrumental in starting some new rural health dollars
coming our way wan the Rural Hospital Transition Program and the Research Center
Program to name a couple. It is a beginning.

I agree with all of you who have said that even though we are cied;:rg with ferleral
policy here at this workshop, the states have to have a commitment as well. Me states
need to be working t,ery closely with the federal governmem' on these issues and certainly
with health care. We need partnership arrangements with the federal government,
partnerships in the sense that they do not tell us what to do but work s h us.

Our federal government under the Medicare
program reimburses rural hospitals at
about 40 percent less than they reihiburse
urban hospitals for the same level of ser-
vices. It just amazes me that they are doing
that -- and that. *hey get away with it.
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Education Retraining, and Relocation Policy

Daryl Hobbs, University of Missouri
William Heffernan, University of Missouri
Luther Tweeten, Ohio State University

Education produces human capital which in turn contributes significantly to the
economic progress of individuals, communities, and the nation. Human resource
development, as the foundation of rural development, needs Et)-ier priority than it has
received. For small communities especially, ;nvestments in business development are likely
to be successful only if complemented by investments in basic education, adult retraining,
and job related education. More important, investments in people are rewarding waether
a community is successful or unsuccessful in local job development.

Although overall social returns to both public and private investmen s in human
capital compare favorably with returns to other forms of capital investment, many
rural communities experience low local benefit-cost ratios because students
educated at considerable local sacrifice of funds migrate elsewhere. More wealthy
urban communities receiving educated rural migrants reap the benefits. Thus, rural
communities subsidize economic gro%th
elsewhere. In this respect, education is
different from other local public investments.
This difference does not call for less funding
of education and training; it calls for more
equitable funding among sources.

Given a choice between investment in
education to be realized elsewhere a d
investment in local industrial park, a rational
rum commu. ity may opt for the latter
although individuals and sodety benefit far
more from human resource investments.
Greater federal/state investment in rural
education and training is defensible on equity
as well as efficiency grounds as a principal
component of rural development policy. Because educational benefits spill
boundaries, achieving equity may require an expanded federal role in rural development
oriented education and training to improve basic educational skills (reading, writing,
mat:ematics). But flexibility to adapt to local needs and circumstances is essential.

Two important educational institutions address rural education needs:

Elementary and secondary schools.
F ost-secondary and adult education, training, counseling, and manpower services.

Both sets of educational institutions will require funding and program innovations if they
are to meet the needs of x Iral clientele.

Many rural communities experience low
local benefit-cost rat -)s because students
educated at considerable local sacrificP of
funds migrate elsewhere. T ius, rural
communities subsidize economic growth
elsewhere.

ME,
over state

History of Education and Retraining Policy

Three especially important public policies afEctini, rural schools over the past 40 years
have been:

An ',..mphasis on consolidating rural schools so that they more closely appro imate
the size, specialization, methods, and economies of urban schools.
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The court ruling that raciey separate schools are not equal, therefore requiring
integrated school systems.
Substantial expansion of secondary and post-secondary vocational-technical
education.

The federal role in school consolidation has been minimal. State and local policies
encouraging school consolidation resulted in a reduction in the number of the nation's
school districts from 128,000 in 1930 to 16,700 in 1975. Howl, Per, the federal government
played a substantial role (especially in the 1960s) in supportiLg vocational-technical
education, much of it in the name of promoting rural development.

The federal financial role in public education is modest indeed. In the late 1980s
federal sources accounted for only 6 percent of elementary and secondary funding. Th,
remainder of si,Ipport is shared about equally by state government and local Eillool distric.s
but the proportion varies widely among states. A substantial part of current federal
assistance is targeted toward low income popuIations and districts. State governments have
significant policy, regulatory, and funding roles regarding public education. Many statesare
in a process of initiating educational policy reforms. At issue is what reforms are most
needed and appropriate for rural schools.

Situation and Problem

National concern for the quality of public education has increased, fueled in part by
publi-ation of Nation at Risk in 1983, and has brought with it numerous calls for
educational zeform. Many of the proposed reforms call for increased expenditures to
intensify instruction in the basics, expand curricula, and improve the quality of instruction.
Unfortunately for many rural schools, growing
public education costs -ire occurring
.imultaneously with contractions in the local
economic base. Under these conditions, the
urban comprehensive school model is not
appropriate for rural communities.
Innovations in organization, finance, and
methods of instruction will be needed if rural
schools are to continue o provide quality basic
education.

Despite consolidate m, near'', half the
nation's school districts remain botu rural and
small. Of the 16,700 U.S. school districts i.a 1975, more than three-fourths were
nonmetropolitan; 43 percent had a total K-1^ nrollment of less than 600. Since the middle
1970s, little consolidation has occurred, larg,.....1 because most excessively small districts have
been consolidated and because local opposition to further consolidation has grown.
Growing educational costs, shrinking rural revenues, redu .ed student numbers, and
pressures to improve schooling have revived rural school -..onsolidation issues in many
states.

Despite corsolidatior, nearly half the
nation's school districts remain both rural
and small.

Dislocation of Rural ,bor

Today's dynamic global economy generating worker aid skill obsolescence and
dislocation intensifies the priority for adult retraining and human services. When economic
change forces rural people from farming or other vocations in mia-career, one option is for
them to obtain retraining and move. Based on studies in Oklahoma and other states,
persons interviewed after changing vocations indicated they were better off for having left
the farm. Data on income, housing, and access to local services also indicate they are
better off for making the transition.

But the first months of that transition can be difficult, even traumatic. That difficulty
in making the transition helps to explain why many displac:..d workers chose local
underempk. went or unemployment rather than leave family and friends for better
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economic opportunities elsewhere. Many families that move from the local area have, or
will obtain, good jobs, but some continue to have personal adjustment an family problems.

Without pertinent and specific assistance, some of the families who have remained in
the neighborhood (and some who have left) will become dependent on welfare services.
The vast majority of rural migrants to cities have become productive, middle-class residents.
But some who were unprepared for an urban lifestyle did not have the skills and education
necessary to become economically productive. They were unable to rise out of poverty and
underemployment. Especially for those in the ghetto, their descendants often have done
no better. A study of families who lost their jobs because of coal mines closing suggested
that the social cost of not immediately addressing th-:. needs of dislocated individuals will
persist from generation to generation.

Vocational Training and Manpower Services

Content and methods of vocational educati7m programs serving rural areas are in need
of review. Most of these programs were established 20 to 25 years ago in response to
demands for skills of that time. Too often, schools have not kept pace with emerging
demands for skills.

Most new employment is being generated
by small firms. This suggests opportunities
for economic gains from entrepreneurial
training. Vocational-technical training needs
to be market-oriented to train people for the
best job opportunities found in or r Jtside the
local area.

A closer relationship is needed between
basic academic training and vocational train-
ing. Occupations with the greatest growth
potential require academic skills as a basis
for learning vocational skills. For example,
succesell operation of a commercial farm
today requires substantial skills in manage-
ment. marketing, and technology. Obtaining
even the basic skills in language arts,
mathematics, science, and computers in
secondary schools leaves no time for vocational training. Thus vocational training in
agricultural management and technology is best reserved for pest- secondary
vocational-technical schools, colle:;zs, and universities. A bachelor's 01 master's degree in
agribusiness management is highly desirable to provide the skills necessary for farm
operators,

Despite best efforts, some displaced workers and their families will not be able to
compete due to ad luck, inadequate management, aissatisfaction with their job, or for
other reasons. Some of these families will benefit from a shift to different er )loyment.
Although many displaced workers have a variety of skills and extensive knowledge, often
these skills and knowledge are not certified and not translatable into productive
employment without additional training and certification. Many displaced workers never
planned to do anything else. They paid little attention to other careers For which they
might be suited. For them, aptitude testing and employment counseling are needed.
Assistance in resume writing and job interviewing skills also may be required. Many rural
men and women have never worked for anyone but themselves or their farm employer.
Those being trained for organization employment may need an understanding of the social
context of an occupation and how bureaucratic organizations function.

A growing body of research suggests that social service programs available in rural
areas are not meeting current needs. In a Missouri study, only five of 40 displaced farm
families (12 percent) could think of any help tney had received from a government agency,
church, or any other organization. Only three of the men received assistance to continue
their education. Yet, many of the families indicated they sometimes had serious problems

Obtaining even the basic skills 'in language
arts, mathematics, science, and computers
in secondary schools leaves no time for
vocational training. Thus vocational train-
ing in agricultural management and tech-
nology is best reserved for post-secondary
vocational-technical schools, colleges, and
universities.
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meeting basic food, clothing, and shelter needs, as well as problems finding a job and
getting information about available programs. Displaced rural workers have little
knowledge of and make very little use of the public employment service. Where
employment and other services are available to rural communities, those in need often are
not aware. Coordination can direct available services to the most needy displaced workers.
At a minimum, individuals who request one type of assistance should be automatically
entered into a network that provides them access to other services.

Given the lack of access many rural adults have to manpower training and
employment bzrvices, there is a need to determine how these services a n be more
effectively integrated and combined at a community level. That integration is not easily
accomplished. The distribution of services across several government agencies contributes
to their inaccessibility and lack of coordination
to serve riral human resource needs. At the
same time, it is necessary to recognize that
human and other public services entail high
costs per person in sparsely p )pulated areas.
In some communities, costs can be reduced
and services expanded by broadening the
school to becom the location for a wider
range of educational and training services.

Current manpower retraining programs
need to be made more accessible to rural
adults and need w be designed to provide
education and training having the highest
probability of being rewarded in the market
place, including attention to emerging job
prospects within the locality as well as
else

Realistic appraisal . prospects is essential -- too often vocational-technical schools
have provided training for local or distant jobs that do not exist. For human resource
development to become a more integral part of local rural development, it is essentianiat
decisionmakers have guidance concerning which investments are most likely to benefit local
people. Research has shown a relationship between a community's investment in education
and its prospects for attracting outside business and industry, but the degree of association
is low and attracting industry is losing favor as a rural development strategy. Research can
help to determine hew much and what kind of educational investments will produce the
greatest return. In shor general and vocational-technical schooling needs to be designed
to benefit local people wherever they eventually reside and are employed rather than just
to benefit the local community.

In some cases, inequities in education have
existed for such a long time that a chronic
Illiteracy and achievement problem has
0 /eloped. This problem may have become
so severe in regions such as the South that
it can only be overcome by federal
intervention.

Issues

The following complex issues arise out of the above discussion of rural education and
retraining problems:

What role does education play in the development process? Education enables
workers to develop job skills. well-educated labor force learns skills more easily
and can adjust to, and benefit from, changing economic conditions. Current
benefits from education are a result of past investments in schools. Even though
increased investments in education make people more mobile, more education
means more job growth.

Are rural schools too small to achieve the same quality of education as urban
schools? Size is certainly not the only determinant of a quality education. Yet
many rural schools lad, the resources required to deal with the special educational
needs of certain children, to offer specialized advanced courses, to acquire
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expensive equipment, or to pay salaries attracting able teachers -- the single most
important schooling resource.

How can equity in retraining for dislocated rural residents be achieved? Job
retraining programs were not intended explicitly for rural resident. Displaced
rural workers involve relocation and counseling problems that often do not exist
with urban workers. In addition, the cost of training rural workers may be higher.
This raises the issue of whether opportunities should be provided for retraining
prior to relocation.

Justification for Federal Role

Education is generally viewed as the responsibility of the state and local government.
However, four cc.npelling reasons exist for federal involvement:

In some cases, inequities in education have existed for such a long time that a
chronic illiteracy and achievement problem has developed. This problem may have
become so severe in regions such as the South that it can only be overcome by
federal intervention.

Education results in a more mobile population. As a result, local funds spent on
education may result in some portion of the population moving out of the local
community or even the state. The general population benefits from education in
terms of increased productivity, competitiveness, and reduced social program costs;
justifying federal sharing of a portion of the costs.

Retraining often implies moving those being retrained out of the local community
and maybe out of the state. This justifies federal sharing of educational costs.

Major differences exist among school districts in the economic resource (tax) base
available for financing education. While states have stepped in to reduce the
results of revenue raising inequities with differential levels of aid, federal assistance
may be justified in highly rural states or regions in order to achieve quality rural
education systems.

Policy Optio "s and Consequences

In the following discussion, options for education are treated separate (.om
retraining, although the two are obviously interrelated -- particularly in the long rLtI.

Itpral School Policy Options

Many additional rural scht.ol innovations
could be identified. Not all are ipplicable to
all rural schools, but many have promise.
Continuing evaluation is essential to identify
and expand the most successful innovations.
At a minimum, public policy can ensure
proficiency in basic skills.

Some further consolidation may be merited
on a case-by-case basis but is unlikely in
and of itself to contribute much to rural
school improvement.

Funding Equity. Federal policy could
be used to achieve greater equity in funding
of public education in rural a.eas. Even within states wide variation exists in the relative
wealth of rural districts and their ability to support quality public education. Education is
unique among local services because the nation, not just the community, has a for g-term
vested interest it. the quality of education all students receive. The resource limitations of
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a locality should not be a major constraint to educational quality. A combination of federal
and state support can reduce the effect of these wealth differences.

Organization. Small schools are experimenting with organizational changes to
achieve some of the benefits of consolidation without incurring the costs. Sharing of
teachers, administrators, and specialists and joint purchasing are being widely practiced.
In many cases, clusters of schools have organized cooperatives to provide joint services they
cannot individually afford. In several states, state - supported intermediate units are
providing specialized services to smaller rural atter.dance centers. Federal support to
organizational change may be justified, particularly in sparsely populated areas.

Some further consolidation may be merited on a case-by-case basis but is unlikely in
and of itself to contribute much to rural school improvement. For several reasons
consolidation is not necessarily the answer to al school problems:

School size does not strongly infl.lence student perfo.inance.
In sparsely populated areas, economies of size are achieved at relatively small
enrollment levels.
In many rural localities, the school 's the most important remaining community
institution. Its importance to the ce.r.munity is not limited to education of youth.
It very often is a major source of comrauraty identity; indeed, many regions report
that the rural community has often become synonymous with school district
boundaries. Community support is an important contributor to school
effectiveness.

Education Techhology. New electronic and distance learning technology is required
for rural schools to be competitive. Distance learning technology (satellite, interactive TV,
etc.) can increase the supply of educational resources available to rural schools in a cost-
effective manner. Indeed, distance learnine, technology has been the focus of considerable
legislation both enabling and regulatory) at both state and federal levels. Federal
programs t 3 assure technological ,:nmpetitiveness are an essential component of a rural
education policy.

Curriculum Innovations. School reformers are emphasizing the importance of
departing from a strictly textbook-driven curriculum if improvements in learning are to
occur. Accordingly, some rural schools are departing from conventional school routines.
One cluster of rural schools has successively utilized a four-day school week to reduce costs
and improve educational time-on-task. Other schools are making more intensive use of
standardized tests to measure student performance and achievement, are rewarding
teachers and administrators for superior results as measures E-. achievement, are requiring
teachers to pass minimum competency tests, are extending opportunities to deN clop
students' competence through preschool programs and extended regular school years, and
are using microcooputers -.Jr individualized remedial drill. The federal government could
assist in making the needed curriculum changes by providing funding support for
innovative new ideas that depart from conventional school routine.

Retraining Policy Options

Counseling. New York, North Dakota, and Missouri research indicates financially
distressed farm men and omen experienced severe depression. Symptoms include
withdrawal from friends and community, sleeping and ei :ng disorders, aggressiveness, and
increased alcohol use. Another sy.aptom is an inab:litv to think clearly. Usually rational
behavior on the part of indi luals is assumed, but during extreme stress, this is not a valid
assumption. Counseling programs are needed that recognize the social and psychological
dimensions associated with loss of a job. Retraining without such counseling often has been
relatively ineffective.
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Adjust Training Qualification Requirements. One of the problems with the
current Job Training Partnership Act (JTPA), Pell grants, and other financi programs
designed to enhance educatior and skill levels is that farmers and other displaced rural
businessmen do not qualify until they have "lost everything." By the time they reach that
point, they feel they are a failure. They have lost dignity and self-confidence. Guidelines
need to be altered so that families art not required to be "failures" before being afforded
needed assistance. Many families could enter
retraining programs while their businesses are
still operational.

The principle of provi ring assistance
under the Trade Adjustment Assistance
(TAA) program enacted in 1962 and the Jub
Training Partnership Act is to assist workers
displaced for reasons beyond their control.
This criterion is unworkable because it is
impossible to judge in most instances whether
the circumstances were within or outside of
the individal's control Job displacement in
rural America often xcurs because of changes
in macroeconomic and trade policy, weather,
unfortunate timing of asset purchases, poor
management, and hosts of otE.-r reasons
impossible to sort out. It makf;s sense not to
attempt to assess reasons fer displacement
before providing assistance for displaced workers.

With greater funding and recognition that training can increase earnings and GNP,
'training need not be confined just to workers dislocated by exports or off zr reasons beyond
their control. If a strong program of training and mobility assistance is available, it is
feasible to more aggressively enhance productivity growth while minimizing adjustment
problems for those impacted. Farmers do not need a separate program but need special
attention in 3 nationwide program designed for workers in all occupations.

Transitory Financial Assistance. For many rural workers, retraining requires a
physical move. This means disruption for the entire family with substantial moving
expenses. The risk a, fear of the unknown is obviously greater for the move of a mid-life
family than for the move of a young, single person. Studies of migration patterns suggest
that rural families moving to urban areas follow kinship ties. Few families moved to a
community where they knew no one. The usual process is to move to communities where
other family members reside. In the financial stress years of the 1980s, many farm families
had to move without having close family ties at their destination. Assistance to supplement
help trom extended kinfolk is useful. In Kansas City, for example, religious groups have
used tneir networks and services to assist dislocated farm families. In the spring of 1985,
the Wisconsin Governor's Commission on Agriculture recommended that the state
implement a financial assistance program for farmers.

One of the problems with financial pro-
grams designed to enhance education and
skill levels is that farms s and other dis-
placed rural businessmen do not duality
until they have "lost everything." Guidelines
need to be altered so that families are not
required to be "failures" before beiag
afforded needed assistance.

Priorities

The cost of not dealing with these transitional problems or isplacement and not
dealing with the longer-term resource needs of rural schools will ,iot be borne alone by
rural people and communities. They will be borne directly or indirectly by society. Strong
programs of basic schooling and to a lesser extent vocational-technical training and higher
education provide the fundamental foundation for minimum social friction in mobility.
Counseling, job placement, and other secondary mobility programs can also help.
Numerous innovative programs have been attempted in the pa: i and failed because they
could not meet the test of economic feasibility and political iustainability. Economic
evaluation of benefits relative to costs of such programs is necessary. Programs passing the
economic benefit-cost test stand the best chance of being politically sustainable.
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Response to Education Paper:
Southern Region

The Honorable Jodie Mahony
Arkansas State Legislature

The author of the education paper pointed out that there are -io specific federal
programs targeted to rural education. While this is technically not true, it might as well
be considering the few amount of dollars involved. The focus of this workshop and our
efforts as I understand it is to be federal involvement. One of the things that Congress
has done and the regional education laboratories have put into practice is a national rural
small schools task force. The purpose of this effort 'as been three-fold: identify and
implement promising practices in rural schools (defined as less than 2,500 students in the
district and more than 75 percent rural in character), document exemplary programs and
products, and spread those nrograms and products across rural America. That program
was initiated by senators and congressmen from primarily the Midwest, but it was
enthusiastically joined in by nu erous senators and representatives from across the country
who are concerned about what is happening in rural America.

William Friday from North Carolina was quoted as saying during a recent talk to the
Southern Region Education Board that poverty and its handmaiden illiteracy, its consequent
crime of unemployment, and the resulting loss of self respect that flows from being so poor
and uneducated all prevade our land. Their existence and the extent of their pervasiveness
seriously irhibit individual fulfillment and
threaten economic growth and fulfilnent of
human development so essential in our
democracy.

Congress also has provided for some
rural assistance centers to provide technical
assistance tc rural small schools across the
country. In Zrldition, they have called for a
Star Wars program (as it is more popularly
known) that has been eagerly embraced by a
number of people ac -mss the country who are
very interested in the benefits to rural areas
of long distance learning. I think we should be willing and able to take care of the new
welfare bill that passed the other day. It has a great emphasis on training and work and
has provisions for day care and health benefits. We will attempt in Arkansas to tie the new
welfare program to school attendance for those children that are involved. We also will
attempt to tie the welfare programs to a nrogram mandating that a literacy test be given
to those people who are on welfare and unemployment and that they involve themselve.;
in literacy courses. That is another place where the federal, government giving us some
flexibility will be of great help. As you might imagine, there are some difficulties with
having a mandae for those welfare programs, but to get people to do things, we all know
you either haw, to have a carrot or a stick. Business involvement is also tremendously
important as "nr as literacy is concerned. In rural America where you are involved with
such vast ..stawes and ,.ch few people, it is almost impossible to figure out a program
that cau be economically efficient. But if you can go into the work place and get the
cooperation of business, you have your best chance for training and literacy education.

William Winter, whom many of you know from Mississippi and who is on the
Commission on the Future of the South, says that our need is not so much for greater
charity from one neighbor to another but for greater parity to bring forward all the South's
neighborhoods at once. A fortunate middle class even with all the goodwill in the world
cannot afford to drain away tax money merely helping people endue poverty. The real

Our need is not so much for greater charity
from one neighbor to another but for
greater parity to bring forward all the
South's neighborhoods at once.
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help to our neighbors and ourselves occurs each time one Southerne escapes poverty to
become a full partner in economic progress.

A recent cove story in Business Week magazine emphasized that we cannot afford
not to take advantage of or put money into developing the human capital in our country.
By the year 2000, only 14 perceni of our jobs will be available to those with less than a high
school education. A majority c' all new jobs will require an education beyond high school.
A Person going into the work force right now
will change jobs seven times. Now I don't
think that is a good argument for vo-ag and
vo-tech education in high school, because the
critical thing is getting people to think. You
don't need people who are trained to milk
cows, and you don't need people who are
trained to run hay balers. You need people
who are trained to think. You can't run a
farm anymore just knowing how to operate
those hay bailers or take care of livestock.
You have to be trained in business areas, in
accounting, in being able to know what it
means when the Chicago markets go one way
or the other. We have to coli,entrate on

As we develop our rural health care system,
it will have to be on a satellite basis. I
don't believe industry is going come to
rural communities without adequate medical
care, and I know people are not going to
stay there without it.

getting our students out of high school and into the community college system --
concentrate on developing a person's ability to think because that's what they're going to
be required to do when they make these job :ranges. Businesses don't appear to be so
concerned about people being trained for speci:ic jobs as they are abcolt their coming to
the jc'h with the ability to do mad:, English, etc.

1 rte most immediate issue that rural America is going to face is clearly rural health
care. We see L Is that people can't use. There are not enough patients out there to
fill those hospi d even if you raise the Medicare/Medicaid rates, those people are still
going to go dow oad. As we've built up these four-lane highways, what we have done
is make it easier L to the urban medical centers. People know there is better service
there and that their health care needs are going to be better met in an urban center. Yet
they still need that emergency cart: in the community. They've got to have it. As we
develop our rural health care system, it will have to be on a satellite basis if we're going
to continue to provide it. I don't believe industry is going to come to rural communities
without adequate medical care, and I know people are not going to stay there without it.

Yesterday I looked around and counted eight black participants at this conference.
That is not a comment on the fact that more blacks were not invited. It is a comment on
the fact that we see a falling off of black participation in higher education, a falling off in
black graduation rates from high schL.J1s, and a drop oif in blacks being willing to enter the
teaching profession. I suggest to you that one of your points when you go to Co; 'ess --
and one I think will get a sympathetic reaction -- should be that in addition to developing
programs in science, math, special ed and the other areas we find ourselves deficient in, we
should make a greater effort to take advantage of the human capital that is also
represented by the black population in the South.
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Response to Education Parer:
Western Region

John W. Kohl
Montana State University

The authors of the policy paper on education, retraining, and relocation have done an
excellent job of highlighting several of the perennial problems facing rural America.
Grouping these concerns under the broad heading of investing in human capital is an
appropriate way to capture the essence of the rural education dilemma. I share the bias
that the ultimate foundation of any rural economic development policy must be anchored
in the development of human capital. This leads to the premise that the economy and
education are inextricably intertwined and no policy solution can be considered without
giving primary consideration to that basic fact.

However, as each of you know, almost every problem is more complex than the
majority of people are willing to admit; thus, the rural education problem is much more
than the efficient or effective delivery of information to isolated people.

Hobbs, Heffernan, and Tweeten focused on four federal policy option areas for rural
education. Briefly restated they were the following: the need to create greater funding
equity between rural and urban areas, the need to experiment with organizational changes
that focus on shared service, the need to
promote distance learning technology, and the
need to advance curriculum reform. In
addition, they suggested three retraining policy
options: increased counseling opportunities,
adjustments in current airing qualification
requirements, and ,:ansitory financial
assistance when rural people nee to relocate
for education or training. All of the above
proposals are worthy of this body's attention
and are major recurrent themes in the
literature.

In addition, I would like to suggest several other policy option areas which should be
considered. As a backdrop, I suggest you refer to the National Rural, Small Schools Task
Force report to the Regional Education Laboratories called End of the Road, Rural
America's Poor Students and Poor Schools (1988). In that report we viewed both
rural students and rural schools as very much "at risk: Data in the study reveal that some
rural schools suffer from chronic, severe burdens across multiple indicators. These schools
receive a significant portion of their students from low-income families. Furthermore, the
schools themselves are poo : poor in the amount of money they have to expend per pupil,
poor in the achievement level of their students, and poor in regard to the available
curriculum and Instructional resources.

A recent Northwest Educztional Laboratory report entitled Interim Status Report
on the Condition of Education in the Region's Small, Rural Schools (1988) states,
"The true nature of the problems in the region's small, rural schools results from the
interaction between the rural school context, on the one hand, and the specific educational
needs which they encounter. Size, rurality, isolation, and socio-economic factors constrain
the small, rural school's ability to resolve some special educational needs." The report
concludes that rural education needs are greater than rural school needs and are manifest
along three lines:

The ultimate foundation of any rural
economic development pole-' must be
anchored in the development of human
capital.
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a. Rural school needs emanating from high "at-risk" populations.
b. Service delivery needs such as the following:

Improving the quality of rural teacher preparation.
Improving the quality of multi-grade classroom instructinn.
Improving methods for planning and developing cooperatives
Impmving the quality of rural administrator preparation.
Increasing the availability of research inform .tion and services to small rural
schools to enable decisions to be made on a more informed basis.

c. Policy needs such as the special pressures put on rural schools to expand offerings,
increase graduation requirements, install college prep progr ,s, etc.

From my own work in this area, I believe the following are additional emerging or
existing areas with policy implications:

a. Meeting the rural adult and child day care needs in order to allow the
family caretaker to pursue adult education or training/ pre-training
programs. It cannot be assumed that extended families meet these needs in rural
areas.

b. Increased accessibility to counseling services, both personal and vocational.
In many cases, neither is available in rural areas and we know that stress is just as
prevalent in rural areas as it is in urban areas.

c. Greater attention to the special needs of han'icar 4 rural adults who want
to be economically and socially successful.

d. Special needs of rural mi. orities and limited English-speaking children
and adults. Programs for these groups usually are available in heavily populated
areas but seldom in sparsely populated regions.

e. Inser vice and continuing professional development opportunities for
teachers, administrators, and other rural professionals. The necessity of
traveling long dista.ices is a hindrance to professional development efforts and is
complicated by the hardship of obtaining qualified replacements when regulars
have to leave to update their skills. Rural technical assistance centers coupled with
distance delivery utilizing telecommunication systems could fill this need.

Finally, a federal par., is needed that devotes attention to research on how adults
learn. The conventional km that adults learn in the same way that children learn does
not take into consideration differences such as context, experience, motivation, opportunity
costs, social constraints, or other adult obligations.

In conusion, a review of the history of rural policy initiatives reveals a recurrent and
cyclical pattern: several years of intense concern stimulated by a crisis that is followed by
a period of general disinterest as public attention focuses on other issues.

The key to continuing public interest is media attention that is stimulated by influential
public figures. Paradoxically, major media and most influential public figures are located
in urban areas and their constituency is the mass market. It appears that a primary
problem for this or any rural initiative will be sustaining public attention over time.
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Rural Poverty Policy'

Fred Woods, Extension Service/USDA
Peggy Ross, Economic Research Service /USDA
Dennis Fisher, Texas A&M University

Poverty has become a growing economic, social and political concern in the United
States. Over twenty years ago the nation launched a full-scale effort to address the
problems of poverty in this country. The success of these programs, however, has been
mixed. In fact, some critics argue that the social programs of the past decades are
themselves a cause of poverty or its perpetuation. They maintain that instead of alleviating
the poverty problem, social programs in general and welfare programs in particular have
contributed to the perpetuation of poverty by fostering work disincentives and family

instability.
When the public thinks of poverty programs, they usually think of government transfer

and income security programs, especially the various welfare programs such as food stamps,
medicaid and Aid to Families with Dependent Children (AFDC). Most cannot deny that
such programs are irn7ortant because they provide a measure of relief to those living in
poverty. Still, they do little to attack the root
causes of poverty, including the lack of ade-
quate education and employment opportunity.

Welfare reform bills recently passed by
both houses of the 100th Congress point to
possible, substantial changes in welfare policy.
The underlying goals of both bills are to
encourage AFDC recipients to work, to
improve their chances for employability
through education and training, and, at the
same time, to help needy children without
weakening parental responsibilities. At this
writing, the differences between the House
and Senate bills are undergoing reconciliation,
and the long range outcomes are unknown.

This paper focuses on some of the main issues of poverty affecting rural Americans
and the communities where they live. It also suggests policies and programs which could
help to ameliorate rural poverty.

History of Concern Over Rural Poverty

Rural poverty as an issue separate from the general poverty problem first emerged
into the national spotlight with the publication of the President's National Advisory
Commission on Rural Poverty report which said, in part:

Rural poverty is so widespread, and so acute, as to be a national disgrace

. . . . This Nation has been largely oblivious to . . . 14 million
impoverished people left behind in rural America. Our programs for rural
America are woefully out of date. (The People Left Behind, 1967, p.xi)

Of 32 million Americans who were poor in
1986, nearly 10 million -- 30 percent -- lived
in nonmetropolitan (rural) areas that con-
tained only 22 percent of the nation's
population.

' This paper is based in part on an overview to rural poverty and policy presented by
Kenneth L. Deavers, Robert A. Hoppe and Peggy J. Ross in a forthcoming book chapter,
'The Rural Poor: Policy Issues for the 1990's."
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Most Americans today perceive poverty in the United States as primarily an urban
problem. Certainly, inner city poverty with its slums and street people are more visible.
But, for as long as we have gathered poverty statistics, a disproportionate share of our poor
have lived in rural areas. Of 32 million
Americans who were poor in 1986, nearly 10
million -- 30 percent -- lived in nonmetro-
politan (rural) areas that contained only 22
percent of the nation's population.

Although relative income disparities
between rural (nonmetropolitan) and urban
(metropolitan) America improved substantially
and the incidence of poverty declined between
1950 and 1979, poverty rates increased sharply
beginning in 1980 in both metro and nonmetro
America (Figure 1). Factors contributing to
the rise in poverty included the following: (1)
the inflation of the late 1970s and early 1980s,
(2) the economic downturn of 1980 -1982, and
(3) the tightening of eligibility requirements
for some government programs that removed
people from welfare rolls. But while metro
poverty rates have declined somewhat since
1983 as a result of economic recovery, non-
metro poverty rates have remained relatively
high! In 1986, the poverty rate of the rural
population was 18 percent -- nearly identical
to that in the nation's central cities -- compar-
ed with 12 percent for the urban population.

Figure 1. Poverty Rates by Residence (1967-86)
25/.

157.

Nonmetro

)Central Chits

107.
rTotal Metro

Other Metre)

I I I I I I II i II; 1

938 933 t370 SI 52 G3 EPS 146 EV 10 :95 930 ISe 932 333 2:6! 3E r3:6

Composition and Characteristics of the Rural Poor

The rural poor differ from the urban poor in a number of ways. Rural poor are more
likely to be elderly, white and living in the South. While the elderly still make up a larger
share of the poor in nonmetro areas (14 percent versus 10 percent in metro areas), poverty
rates among rural elderly have declined sharply since the early 1970s. This is due primarily
to federal programs targeted to the elderly. The current poverty rate for the rural elderly
is about the same as the overall rural poverty rate (18 percent) but still higher than the 13
percent of urban elderly who were poor in 1986.

The majority of the rural poor are white, primarily because they make up the majority
of the total rural population. Even in the South, where most nonmetro blacks live, about
60 percent of the rural poor were white in 1986. Overall, more than three-fourths of the
nonmetro poor were white in that year.

Rural poverty is heavily concentrated in the South (Figure 2). In 1986, the rural
poverty rate in that region was 22 percent compared with 15 percent for the rest of the
country. Over half of the nonmetro poor lived in the South but, this share, which
represents an improvement over a decade earlier, may reflect a relative deterioration of
economic conditions in the North and West rather than improving conditions in the South.

Another major difference between the poor in rural and urban areas is the rural
poor's strong attachment to the labor force. A gnificant share of the rural poor work.
Over two-thirds of nonmetro poor families had at least one worker in 1986, and over a
quarter had two or more workers. In comparison, 56 percent of poor metro families had

2 Due to a 1984 change in Census Bureau definitions of metro and nonmetro areas, 20
million nonmetro residents were defined as metro. Thus, comparisons of data before and
after this date are not strictly valid.
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Figure 2. Rural Poverty Rates.
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at least one worker. Furthermore, almost half of the rural poor family heads who do not
work are ill, disabled or elderly.

Urban poor (40 percent in 1986) are more likely to live in families headed by a female
with no husband present than are the rural poor (29 percent). On the other hand, 51
percent of rural poor people lived in families with both parents present in 1986, compared
with only 35 percent of urban poor people.

Children, who made up neatly 40 percent of the poor in both metro and nonmetro
areas in 1986, have become the nation's poorest age group. For every elderly poor adult,
at least three children were poor. Further-
more, over 50 percent of urban children and
over 60 percent of rural children who lived in
families headed by single females were poor.

For individuals, poverty may either be a
transitory or temporary problem, or it may be
persistent, lasting many year: Because the
share of their population that poor is larger,
nonmetro areas had greater shares of both
persistent and temporary poor among their
population than that found in metro areas.
But the share of the poor who are persistently
poor is about the same in both metro and
nonmetro areas. Over a five-year period from 1978- 1982, slightly under 4 of every 10 poor
in both metro and nonmetro areas were classified in the persistent poor category.

Children, who made up nearly 40 percent of
the poor in both metro and nonmetro areas
in 1986, have become the nation's poorest
age group.

Nonmetro Persistent Low-Income Counties

Rural poverty may also be viewed from a geographic perspective. Of 2,443 nonmetro
counties in the United States, 242 hay:, been classified as persistent low-income counties3
by the U.S. Department of Agriculture. These counties are heavily concentrated in the
South (Figure 3).

The persistently poor counties have fewer people and are less urbanized than other
nonmetro counties In addition, they contain disproportionately highe- numbers of people
with disadvantages affecting their productive labor force participat:on. On average, 42
percent of adult residents living in persistent poverty counties had completed high school
in 1980 compared with 58 percent for all nonmetro counties. The poverty counties also
had significantly higher proportions of blacks, female-headed households and disabled
populations than the other nonmetro counties. These persistently poor counties averaged
28 (all persons), 30 (blacks), and 20 percent (whites) as compared to 17 (all), 20 (blacks),
and 14 percent (whites) for all rural counties.

The industrial structure of the persist, ly poor counties was similar to that of all
nonmetro counties. For example, differences in average income from farming and mining
between the poverty counties and all rural counties were negligible. Incomes from
manufacturing and services differed only slightly between the two groups of counties.
Either the productivity of the economic base of poverty counties is extremely low or the
income from economic activities is very unevenly distributed among those who live there.

Justification for Fe'ieral Role

The consequences (costs) of poverty are not only of major significance to those
individuals and families who are poor, but also to the community in which they live and to
society as a whole because of economic and social products and services foregone. The

3 These counties ranked in the lowest one-fifth of all rural counties in per capita income
in 1950, 1959, 1%9 and 1979. An update of the persistent poverty counties between 1979
and 1984 showed that 36 counties had shed their persistent low-income status, thereby
reducing the number of counties from 242 to 206.
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rationale for public policy concern has its basis in equity and social justice considerations
as well as economic grounds. Most of the current programs generally considered by the
public as poverty programs are aimed at treating the symptoms of poverty or at improving
the living conditions of the poor.

Partly because of the difficulty in measuring output foregone, a policy relationship has
not been developed between poverty policy and education, job training, health and health
care improvement, and child care programs.
But these programs, if they are successful in
making the poor more productive, may
actually cost less over time than the output
lost in the absence of such programs. And if
these programs are successful, they would also
eventually reduce the cost of the poverty-
symptom programs mentioned above.

The result is that poverty programs have
perhaps the broadest base of justification for
federal involvement of any rural programs,
including the follow:ng:

The removal of chronic social and economic inequities that affect rural poor people
and communities.
The potential to increase the effectiveness 4nd efficiency with which programs are
administered by treating problems rather than symptoms.
The need to coordinate many programs across agencies and levels of government.
The need to distribute the costs and benefits of programs equitably.
The need to recognize the revenue raising ability of the Federal government in
dealing with complex problems.
The ability to contribute materially to the productivity and competitiveness of rural
Am erica.

On average, 42 percent of adult residents
living in persistent poverty counties had
completed high school in 1980 compared
with 58 percent for all nonmetro counties.

Policy Implications of Rural Poverty

Two decades after publication of The People Left Behind, rural poverty remains
a serious problem in Rural America, and many rural communities continue to suffer from
chronic economic depression. This has led some to charge .hat poverty policy and programs
have been largely tailored to meet the needs and circumstances of the urban poor and the
cities and urban neighborhoods where they live because of their greater visibility and ability
to mobilize organizational and political support. For whatever reasons, the rural poor and
the communities where they live do appear to be underserved by a number of current
public services and programs.

Given the composition and characteristics of the rural poor, it seems clear that a
comprehensive, multidimensional policy is required. A number of policy implications can
be identified.

Rural poverty must not be erroneously equated with farm poverty. Only 8.5
percent of the rural poor in 1986 were farm residents. While agriculture continues
to be important in many nonmetro areas, both as a direct source of income and
because some of the nonfarm employment is agriculturally related, farm policy
cannot be expected to effectively address the rural poverty question.

A comprehensive national poverty policy beneficial to rural areas would include
roles for federal, state and local governments. Many of the areas where sizable
numbers of the rural poor live are isolated and lack basic human and community
facilities needed to support minimally adequate service delivery systems. Where
rural poverty is most concentrated and persistent, even states may be hard-pressed
to administer and fund programs to help their poor. At the same time, the
diversity of rural areas and rural conditions makes it virtually impossible to tailor
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federally directed rural programs to meet unique local needs. State and local
governments may be able to more effectively and efficiently design programs for
specific localities.

Because of the attachment of the nonmetro poor to the labor market, issues such
as minimum wage, job training, income tax policy, disappearance of low-wage jobs,
and employment opportunities are important in any discussion, of rural poverty.
At the same time, labor market strategies cannot be expected to reach the large
numbers of nonmetro poor who cannot be expected to work: the elderly, the ill,
the disabled. Furthermore, labor market strategies may also have only an indirect
effect on rwal poor children.

Aid to Families With Dependent Children (AFDC) has generally been less
effective in nonmetro than in metro areas for two primary reasons: First, a large
number of the nonmetro poor live in states that have low AFDC benefits. Second,
a smaller proportion of nonmetro poor children live in female-headed families, the
ir.321- target group of the AFDC program. In addition, the rural poor who are
much more prone to live in intact two-parent families, often live in the states that
have not, as yet, extended AFDC benefits to two-parent families where the primary
breadwinner is unemployed.

Public Policy Options to Address Rural Poverty

Three main policy thrusts are available to deal with the problem condition:

Fine tune the current antipoverty programs.
Target programs to address the unique characteristics of rural poverty.
Incorporate a rural poverty policy into a compelensive national rural development
policy.

Continue Current Programs

Public programs which alleviate the personal costs of poverty such as Medicaid, low-
income housing, the various nutrition programs, AFDC, and Supplemental Security Income
would continue. Adjustments in these programs, which appear to have strong current
support, would be permitted. An example is the unemployed-parent amendment to AFDC.
Programs which address the societal cost of output foregone such as the Job Training
Partnership Act (JTPA) program, education programs, economic development assistance,
and small business assistance would also continue.

Although the rural poor are generally perceived as having less access to public
assistance services and programs than the urban poor, they have clearly benefited to some
degree from existing programs. Transfer payments to all rural areas for social security,
me iicare and other social programs have increased significantly over the past four decades.
Transfer payments provide a larger share of personal income in rural than urban areas,
although social security and other retirement-related programs account for over half of
nonmetro transfer payments. Particularly since nationalization of the Supplemental Security
Income (SSI) program in the early 1970s, transfer payments have been particularly helpful
in reducing the poverty rate of the elderly in rural areas.

If present attempts in the 100th Congress to make major reforms in welfare policy are
successful, all states would be required to provide AFDC payments to two-parent families
in which the p.4ncipal wage-earner is unemployed, assuming the other eligibility
requirements are met. Because rural poor families are more likely to have both parents
present and because they are relatively over-represented in states that do not currently
offer this benefit, the rural poor should benefit. The full extent r-.) which the rural poor
would benefit from the work, education, and training components of pending welfare
reform legislation cannot yet be determined. Similarly, the capacity of states with
significantly high shares of rural populations to effectively implement reform proposals is
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unknown, although the role of states in adapting such programs to unique needs may be
an important consideration. Undoubtedly, rural areas do have special problems of spatial
dispersion, transportation and service delivery. The present reform proposals lack specific
r.:.f.chanisms for addressing the special conditions that sometimes serve as barriers to full
participation in poverty programs by the rural poor, although some of these barriers may
be gradually removed on a program-by-program basis.

In spite of its current appeal, welfare reform is not a cure-all to the problems of
poverty -- albeit rural or urban. Welfare reform action will reach only a segment of
nation's poor. By one account, only about 25 percent of urban and 20 percent of naal
working-age poor adults received public assistance in 1986.

Finally, the poverty rate is strongly related to general economic conditio-..s. It can
be argued that the 1980s increase in rural poverty rates is relat. depressed farm
and manufacturing economies. Although it has lagged recovery in the general economy,
the farm economy is nevertheless improving.' Low-wage manufacturing industries that are
found in many rural areas, particularly in the South, are also slowly recovering. Therefore,
rural poverty rates can be expected to improve as well.

Improved coordination of local, state and
regional rural development programs by both
state and federal agencies could greatly in-
crease the effectiveness of existing education,
job development turd job training programs.
This probably could be accomplished within
existing institutions and budgets.

A major weakness in this option is that
it does not focus on the primary problems of
chronically depressed rural communities, such
as the more than 200 persistently low-income
counties identified previously. Existing rural
development programs over the past three
decades have not been enough to move these persistently low-income counties into the
mainstream of American life and cannot be expected to do so now.

Transfer payments provide a larger share
of personal income in rural than urban
areas, although social security and other
retirement-related programs account for
over half of nonmetro transfer payments.

Target Rural Programs

Programs would be targeted in two directions:

One set of programs would focus directly on the specific needs and problems of
chronically depressed rural communities, such as the persistent poverty counties.5
This set of programs would carry a long-term commitment to sufficient funding
over a sufficient period of time to adequately address those characteristics of the
poor which limit work-force participation and income levels and to generate
sufficient economic and community resources enabling these people and
communities to overcome their persistent poverty status.

Newly released data for 1987 show a moderate decrease in the poverty rate for
nonmetro residents but a dramatic decline in poverty rate among farm residents -- from
the 1986 rate of 19.6 percent to 12.6 in 1987. These changes are due, in part, to economic
improvements in the farm sector, record federal payments to farmers, and growth in family
income. However, the Census Bureau cautions that the unprecedented magnitude of the
decline is likely due to "measurement deviation."

5 Recent research suggests that new pockets of poverty may be springing up and that
a new group of rural poor may include better educated people in their prime earning years
who have been displaced by structural economic problems.
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Present poverty programs would be adjusted to overcome current barriers to their
full availability to many of the rural poor. To achieve standard public policy goals
of equity and fairness, poverty programs must recognize the differing circumstances
of tLe rural and urban poor.

The rural poor must frequently travel long distances to secure medical services or to
even shop for food or to secure basic education services. The cost of transportation is
substantially higher, both because of distance and because public transportation is generally
inadequate, at best, and nonexistent at worst. The general absence of child care facilities
in rural areas combined with the transportation and distance factors keep many mothers
from working and contributing to family income.

Poverty programs should yield the same net benefits to the poor, regardless of place
of residence. Equity and fairness arguments can be made that poverty program benefits
to persons in rural areas should reflect the higher costs of social and economic services
and other unique conditions of low-income rural areas.

On the other hand, the argument can be made and often is, that the rural poor have
indicated by their choice of residence the value they place on living in a rural area. The
lower rates of social program participation by rural poor are often attributed to a stronger
adherence to the work ethic and other traditional values than to the lack of "fit" of existing
poverty programs.

Another frequently heard claim is that the overall cost of living is lower in rural areas
than in urban areas. However, data are limited to either support or to refute this claim.
A more pragmatic argument against special targeting of programs, particularly a specific
program to address the needs of chronically depressed communities, has to do with the
budgetary costs of such programs. Those states with the greatest concentrations of
persistently poor counties are generally the poorest in terms of funding capacity. Thus,
major funding would have to come from federal sources, a major barrier given current
national concern over the federal deficit.

Address Poverty in a Comprehensive Development Policy

Development of human resources is an important policy goal and an essential part of
any comprehensive national rural development policy. Rural counties with disproportionate
numbers of persons below the poverty level
will not benefit from programs to stimulate
economic growth and development unless
there is concomitant investment in compre-
hensive human development programs for
those individuals who a: e hampered from pro-
ductive woi lc becausr, of lack of education and
job skills.

On the other hand, the poor may either
remain unemployed or have to move after
receiving training if there are no jobs available
locally. Experience with programs funded by
the Job Training Partnership Act (JTPA) has
shown that many who receive publicly funded job training frequently cannot find employ-
ment where they live. This simply reinforces the n.ted for both job creation and job
training

Labor market strategies alone, however, are not sufficient to solve rural poverty
problems. Since almost half the rural poor family heads who do not work are ill, disabled
or aged, an effective comprehensive development policy must also include programs to

Insfer sufficient income to those who cannot function in the work force. A farm policy
that adequately addresses the special needs and circumstances of noncommercial or small
farmers is also an essential part of a comprehensive rural development policy. Educational
and service programs to develop and/or improve management, marketing and entre-
preneurship skills combined with research on crops and enterprise combinations especially

Labor market strategies alone are not suf-
ficient to solve rural poverty problems since
almost half the rural poor family heads who
do not work are ill, disabled or aged.
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adapted to small or part-time farming has the potential to raise incomes for pers ns below
the poverty level. Revisions in farm policies to address the needs of poverty level farmers
is justified on equity grounds and may also be more consistent with socially desirable long-
term natural resource policies.

Likewise, inclusion of poverty policies in a comprehensive rural development policy
is justified on both equity, efficiency and social justice grounds.

Concluding Comments

The amelioration of poverty, regardless
of where the poor live, is generally recognized
as a worthy policy goal. Notwiths; rnding the
policy option chosen to address the rural
poverty problem, the stage can be set to make
programs more effective simply by correcting
false perceptions about poverty with accurate
portrayals of the poor: disproportionate
numbers live in rural areas, many of them
work, the majority do not recede welfare,
most of them are not minorities, a relative few
of the rural poor live on farms, and special
circumstances of the rural poor sometimes
prevent their full participation in existing
programs.

Moreover, the need for flexibility and
intergovernmental cooperation should be
obvious, regardless of policy option. Diversity
of rural areas and rural conditions makes it
virtually impossible to tailor federal poverty programs to meet unique local needs. State
and local governments must be heavily involved with the federal government in designing
as well as administering rural poverty programs, particularly if the needs of chronic rural
poverty are to be met.

The stage can be set t; make programs
more effective simply by correcting false
perceptions about poverty with accurate
portrayals of the poor: disproportionate
numbers live in rural areas, many of them
work, the majority do not receive welfare,
most of them are not minorities, a relative
few of the rural poor live on farms, and
special circumstances of the rural poor
sometimes prevent their full participation in
existing programs.
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Response to Poverty Paper:
North Central Region

Valerie Jerich
Director, Economic Opportunity Office
Minnesota Department of Jobs and Training

I was asked to come here and talk about rural poverty, and it is one of the things we
have been discussing for several years in the state of Minnesota. A couple of years ago I
chaired a committee for the governor to look at rural poverty and the effects of the
changing rural economy. We found out some interesting things about people who live in
rural communities versus the poor people who live in metropolitan areas.

During the early 1980s, Minnesota's rul al economy became stagnant on the iron range
when mining virtually shut down. A couple of years later, a similar occurrerco hit our
agriculture communities in Minnesota and most of the Midwest. As a result, we found that
rural people who were thrown into poverty for the first time were generally reluctant to
apply for assistance programs. They were more willing to access food through a food shelf
or a temporary emergency food program such as the food commodity program of the U.S.
Department of Agriculture. Their reluctance
to apply for those programs continued when
we ran a dislocated farmers program. We
received a special pot of money from the
federal government under the Job Training
Partnership Act to work with dislocated
farmers. We also had a state-funded program
to work with them. We found the same thing,
that generally they would not come to the
local service delivery offices or the county
offices to apply for assistance programs.
When we opened the programs at the
vocational-technical institutes and the
community colleges, farmers did come. So
there is a different kind of philosophy about
taking assistance in the rural areas than there
is in metropolitan areas.

That seems to hold true with a lot of our programs. I am the director of the
economic opportunity office and have been for the last year Our office runs the
Temporary Emergency Food Program. We give out shelter grants for the homeless as well
as grants for transitional housing for people who are or have been homeless and are in the
process of getting retrained or getting themselves into the job market. Some of our grants
go to help women who are coming out of battered women's shelters and making transitions
into the job market. We run the program for low-income heat and the weatherization
program at the state level. We also have the state-funded portion of the Head Start
Program, and we do the Community Services Block Grant that has the pleasure of having
some state funding. Therefore, we have a fairly broad range of programs that are geared
towards low-income people. Our community action agencies statewide have implemented
what they call self-sufficiency programs, which is a new public policy effort in Minnesota.
We had the luxury of having some additional money a couple of years ago to give agencies
attempting to get some programs up and running. These agencies work with low-income
people and do more than just the handout programs that we see so often.

The procedures and guidelines that are set down by the federal government sometimes
restrict us from taking a lot of the approaches we would prefer. So if we are going to look

at policy, we need to look at some policy changes and restrictions on these programs. With
our self- sufficiency component, we are trying to move people out of crises and do budget

We found that rural people who were
thrown into poverty for the first time were
generally reluctant to apply for assistance
programs. There is a different kind of
philosophy about taking assistance in the
rural areas than there is in metropolitan
areas.
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counseling with them. We try to get them into training and into jobs. I do believe that at
the federal level these are some of the policies that need to be reviewed. There are models
in Minnesota that could be offered to the writers of this issue paper, any I would encourage
the authors to look at these models and then look at some of the restrictive areas where
we cannot utilize some programs because of federal restrictions.

Another point I want to make is that we need program stability, and that was
discussed in the poverty issues paper Mr. Woods presented. The turf battles are real and
do go on. When I rust came to this job, a young man came to see me and told me that
we should cancel a conference we were proposing because we were competing with their
program. I told him that when he had enough money in his program to serve every
low-income person in the state, then he could come and talk to me about competition. But
then it dawned on me: We are not fighting over clients; we are fighting over the same
dollars.

As needs have increased in rural areas, dollars have declined. With our Low-Income
Energy Assistance Program, we are serving 114,000 families, 60 percent of whom live in
rural areas. Of that 60 percent, 47,000 or 42 percent are elderly. That is an astounding
figure, and it shows us what is happening in the rural areas. When we did a study several
years ago, we found the demographics changing drastically as young people moved into the
metro areas where there were jobs. We found that when schools consolidated, the age
level rose drastically, which leads us back to the issue mentioned earlier about medical and
health services in rural communities. As some of those rural communities have diminished
in size, the services have diminished with it and transportation has become an issue. The
community action agencies are unique in that they can design programs to address issues
at the local level, and they can assess their own local needs. So in the rural areas, a lot of
community agencies have been forced to move toward the kinds of activities that will move
people, transportation-wise, around their regions. In fact, many agencies are starting to
move from volunteer kinds of transportation systems to more comprehensive busing systems
for their elderly clients. So there are a lot of demographic considerations that need to be
studied as we look at rural poverty issues.

An influx of migrant workers is another demographic trend that has made housing for
the homeless a critical issue in Minnesota's rural areas. This migrant population tends to
be Hispanic seasonal workers. Some of the families have stayed in Minnesota because
there hasn't been work for them back in Texas. This has caused a growth in our rural
communities and put increased pressure on our schools. That is another policy issue that
needs to be addressed. Local communities are not going to be able to finance that kind
of influx if the trend continues. We have been trying to target additional money to the
Minnesota Migrant Council to help them deal with the housing issue, but it is not nearly
enough. We lost $12 million for the Energy
Assistance Program last year and $6 million
this year. We are going to run out of heating
dollars before the end of the year. As a
result, we have targeted our program, cut
benefits, and tightened up. We are going to
run the program based on the same guidelines
this year, but we anticipate running out If
heating dollars early in the spring before the
program ends. As I told a legislative group a
few weeks ago, the only problem we seem to
have is money. It is very clear that states
cannot make up for the federal losses that we
are experiencing, so I agree with the poverty
issue paper. Rural communities cannot raise
the revenue and neither can states. We need to go back to the federal pool. With the
national deficit, that is another issue. But I do think Congress should try to clarify its
priorities. We probably can reduce the der-zit and still help serve low-income people.

When our office did a study two years ago, we found a tremendous growth in the
number of AFDC (Aid to Families With Dependent Children) people concentrated in rural

Two-parent families used to account for only
3 percent of the case load for AFDC in the
rural areas, but in 1986 it accounted for 15
percent. This gap is widening in the rural
areas and the number of poor people is
increasing.
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Minnesota. Between 1979 and 1986, the entire increase in AFDC clients in the state
occurred in our 80 nonmetro counties. During that period of time, there was a higher
unemployment rate in the rural areas and the number of two-parent families using AFDC
increased 70 percent outside the metro area. Two-parent families used to account for only
3 percent of the case load for AFDC in the rural areas, but in 1986 it accounted for 15
pet -ent. It is important to know that this gap is absolutely widening in the rural areas and
the number of poor people is increasing.

Another issue we need to look at in rural areas is housing codes. They are not
enforced as strictly as they need to be so that we have safe, adequate housing for
low-income people. We have tried to help people relocate, but they were not able to sell
their homes in a declining economy. Their entire life's equity was in their home, and the
housing stock has declined immensely.

Health care issues are also an important rural issue right now. Because of the
low-paying jobs and the seasonal, intermittent kind of work that is available in rural areas,
medical benefits are not being provided. People are not apt to be able to afford health
coverage on their own. If they do, they buy it with very high deductibles. The Minnesota
Medical Association did a survey in 1987 and found that 31 percent of the rural doctors
said they have seen a marked decrease in the number of patients participating in preventive
medicine. That tells another story about the increase of poverty in rural areas.

Again, I will refer back to the poverty issue paper and talk more about program
stability. If we are going to ask Congress to start looking at these poverty issues and
developing some kind of policy for rural America, they need to look at program stability.
These programs get up and running and fluctuate so fast that the bureaucrats cannot keep
up with them, let alone a client who needs the kind of service that is available. One of the
greatest challenges we have is trying to find
some stability with the program. The reason
that there is so much turf fighting among the
bureaucrats and the service providers is the
fluctuation in pr( qm stability. I know
welfare reform is ni... but I hupe it does
not become what othe, °g issues have
become a mechanism . , resources to
low-income people. I think ., t, see that with
the block grant program. It sounds like the
greatest thing since sliced bread. They passed
us the block grant program; they said you
make local decisions. I was running for county
commissioner in 1982 when that became the big catch phrase. There were ten candidates
in the race. We were all gathered at a town meeting, and the other candidates were
tending to focus on what it would mean to have local decision authority. They thought that
was really going to be wonderful. Then I got up and said, "I think there is a message here,
that when you get local decision authority for federal programs, you also are going to have
to raise the money." That is precisely what has happened. We found that with a lot of
these block grant programs, local decision authority is a mechanism to cut the funding
levels. We have more authority and more flexibility, but on the other hand, we have less
resources to do it with. We have had to find those resources at the local level. That is the
kind of policy statement I hope you will address today when you talk about welfare reform.
If you are going to make statements about welfare reform, you need to provide some kind
of assurances to rural people who are at the poverty level that we ar ; not just going to
consolidate and collaborate and coordinate them to death until there -Are no resources left
to do it.

Welfare reform is needed, but I hope it does
not become what other reform issues have
become -- a mechanism to cut resources to
low-income people.
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Response to Poverty Paper:
Northeast Region

Ivar Holmquist, Regional Director
Evangelical Lutheran Church of America

Much of what I have to say will reflect my own experience of the past few years and
my intense involvement with the Commission of Religion in Appalachia. The Commission
looked at the economic crisis in Appalachia in order to shape its own work as the
representative for social change and social ministry of 19 national denominations. I think,
however, that the perspectives I have gained from working in that 13-state area will apply
to other places.

I appreciate the paper that has h' en presented on poverty. its focus on causes rather
than symptoms and its recognition ca the self-limiting nature of the present policies that
often leave people trapped and frustrated. There are a few major concerns that I wish
could have been included. One is the implications of landownership. I refer, of course, to
West Virginia and states in that area where national government holdings are very large
but where multi-national corporations have
extensive acreage under their control. This
association between the people of the land and
the land itself has had significant negative
impact, especially on the tax structure. West
Virginia as a state is essentially bankrupt.
When taxes are not collected on an equitable
basis on vast land holdings, we cannot expect
there to be provision for education and the
other infrastructures that our society needs.
The options for communities that do not have
that tax income are very limited.

Nothing has been said about increasing
the minimum wage. I know it is a very
controversial issue, but it is one of the few
mechanisms that we have in order to put a
floor in the income of poor families in rural
areas. The action of the Congress on the Aid to Families with Dependent Children is
encouraging, but I think we need to recognize that when a family head earns less than $200
a week in constant 1984 dollars, working 52 weeks a year will not provide that family with
an income at the poverty line level. So this family lives, despite its work commitment, at
a standard of living below the poverty line.

Not much has been said about housing, which is surprising considering that all low-
income families -- rural and urban -- spend 58 percent of their income on housing. The;r
level of income makes available, at least theoretically if not practically, no more that 10
million units of housing in this society. The cost of the availability of housing is a major
issue, at least from West Virginia and north. This is complicated in the Northern areas
by the fact that there are many older houses that have high ceilings, many windows, and
poor insulation. The poor could hardly afford to live in these houses even if they were
given to them. Another fact that we need to mention is that 30 percent of the homeless
now represent families with children. Communities like Hagerstown, Maryland, an
industrial community that until recently was largely supported by the industry called Mack
truck, have seen a fantastic increase in the number of families seeking help because they
are homeless. We have agreed that the current anti-poverty programs leave a lot to be
desired. They need more than fine-tuning.

If fine-tuning is the only course available to us, I would like to look at the area of
small business development. Whether or not it is under fine-tuning as part of the

The cost of the availability of housing is a
major issue. This is complicated in the
Northern areas by the fact that there are
many older houses that have high ceilings,
many windows, and poor insulation. The
poor could hardly afford to live in these
houses even if they were given to them.
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comprehensive policy, we should consider knocking down the barriers that prevent people
from using their unemployment benefits while they are still receiving them to move into the
area of small business development. This is a concept that is bzhig widely exptri,nented
with in both France and Britain. A pilot program is underway in Cie state of Washington,
where people on unemployment are being assisted to get intc' sm.,ll business. Once again
we see the states providing leadership in an area, but federal involvement is necessary if
such an opportunity is to be made available in all the states. The program would not incur
significant additional cost from what we already spend in the unemployment program, and
it has the potential of keeping people from returning to unemployment. Minorities and
women in rural communities should be targeted for assistance in getting into !mull
business.

Another area that I have not seen mentioned is the use of what I would call mediating
organizations or mediating institutions. By ti"ese, I mean essentially the ac.i-profits which
are engaged in many places in community empowerment and capacity bubieLT.g. The3c exist
on die national level, as well. Two examples are the National Congress of Community
Economic Development and the Center for Community Change. The Council of
Foundations has been ver-; active in trying to build some linkages between gronps like the
National Congress of Community Economic Development, state government and a variety
of financial institutions. There is a severe lack of appropriate models being marketed by
a group like NCCED for rural areas. There are a variety of resources reprcacnted by
foundations, non-profit capacity builders, government agencies, and community-based
groups including the churches that are beginning to be tapped. I sense, however, that
we are beginning to reach the limit of their resources, so we need to look to federal sources
for the additional seed monies that we need for the development of c.orumunities.
There are special populations in chronic or long-term poverty, and we nee-. look with
particular care at Native Americans and at those black populations in the South which
have been so roor for so long. We need to emphasize that as federal, state and local
governments become more involved with each other that there be provision by policy for
the development of community groups that will empower the people. There are vast
varieties of such groups out there. They are effective and they need to be utilized. My own
vote would be for a comprehensive rural development program that includes the
opportunity for this wide diversity of partners and options from the local communities so
that they can fashion what is best for themselves. The rest of the society would stand
essentially in a servant role, enabling the people to fulfill their own vision for themselves
as responsible citizens.

A comprehensive approach would need to include many of the issues that we have
identified here, but I will discuss only two. The first concerns community investment. In
the 1930s the Glass-Steagall Bill erected a wall between banks and other financial institu-
tions engaged in selling stocks, bonds, and insurance. Recent state legislation has begun
to tear down that wall. It appears that we
may be moving toward a free market situation
with financial institutions. Instead of mini-
banks, there could be just a few, large banks.
It is conceivable, at least to the minds of
some, that there will be areas of the country
in which there will be no banks. Financial
institutions, particularly banks, need to be in
relationship with their communities if the
reinvestment that is required for redevelop-
ment and new development is to take place.
The Community Reinvestment Act, which guarantees that kind of thing, could be part of
what is done away with if some folks would have their will achieved in present efforts to
change the legislation regarding banks and other financial institutions. Some kind of
legislation needs to be enacted, if that is the case, that would keep financial institutions
in direct relationship with the communities from which they have taken their money and
in which that money needs to be reinvested. The House Banking Committee has reported
out such a bill and it is currently in the Senate Banking Committee. It should have three

Minorities and women in rural communities
should be targeted for assistance in getting
into small business.
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provisions: disclosure, federal standards, and mechanisms for funding community economic
development, including risk pools and guaranteed access to monies by rural communities.
Here again, unless communities are empowered to take advantage of the availability of such
an investment, these funds will be either not used or used by those who do not need them
or should not have access to them. I believe that groups like the National Congress of
Community Economic Development and
similar mediating institutions should be en-
couraged to develop economic development
models tailored for unique problems in rural
communities.

Community empowerment or capacity
building has been mentioned a number of
times in our session, and I want to underscore
it as the way in which we can stem the loss of
leadership from these communities. When
employment in entrepreneurial opportunities
can be provided,the loss of young people and
other leaders will not be so great. However,
the leadership that does remain in our rural
communities is often overwhelmed by the
demands on them to meet the economic crisis, even what some of us might regard as the
relatively simple task of putting out a proposal. The energy and time simply are not there.
So, we need community empowerment that will increase the capacity of local officials and
will take tne people who remain and give them the opportunity to develop their native
abilities to become leaders and decisionmakers in their communities.

Some kind of legislation needs to be enacted
that would keep financial institutions in
direct relationship with the communities
from which they have taken their money
and in which that money needs to be
reinvested.
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Response to Poverty Paper:
Southern Region

William Troy
Staff Coordinator, Economic Transformation Project
Commission on Religion in Appalachia

Our organization is an alliance of most of the major protestant denominations and the
Roman Catholic Church. It has been in existence for about 20 years as a means of
coordinating the church's ministry in the primarily rural Appalachian Region. Poverty has
been a major focus of our work, and for the last two to three years we have been trying to
grapple with what new shapes our ministry should take because of the economic situation,
particularly as it pertains to rural areas.

In addition to the churches, our constituents include about 40 grassroots community
organizations that we helped fund and that take part in our work. Most of these
organizations are in rural and small town areas. Many of the people who pal ikipate in
them are poor. They work on a range of issues from community economic development
projects to worker health and safety, child care, health care, and jobs and income. Our
constituents tell us that the problem where they live, no matter what issue they are working
on, is jobs and income. We know that, of course, from our own analysis of what has
happened in the last eight to 10 years in terms of deindustrialization, the impact of imports
and so forth. What they are telling us is that
there are more and more poor people because
there is less and less work to do in the areas
where they live. Therefore, if we are not
addressing those questions, we are missing the
boat. For that reason I want to come down
very strongly on behalf of the third option
listed in the poverty paper, and that is devel-
opment of a comprehensive rural development
policy. There is certainly a federal role to play
in formulating such a policy.

The poverty programs that we have --
transfer payment programs -- are certainly
important and need to be improved in terms
of reaching rural people. For many people in Appalachia, transfer payments are the way
to survive. That will likely be true for some time to come, but the problem is of a greater
magnitude than that. In a fundamental way, it can be addressed only by a comprehensive
approach that seeks to combat the causes of poverty on a national level because the
problems of rural America are really national problems. What is needed is a policy that
will attack rural poverty primarily by revitalizing rural economies, and it must do that in all
available ways, farm and non-farm. That policy must involve government at all levels acting
in partnership with the private sector.

As for the federal role, I would like to mention the following:

Save existing jobs. The recent plant-closing legislation that we at CORA are very
much in favor of, if enforced, could give local and state agencies time to intervene
to save manufacturing facilities that might otherwise leave. It is not always true
that there is a good reason for a plant to leave, and that plant is a major source
of income in many rural areas.

Support enterprise development. We want to keep attracting companies that want
to locate where we are. But, one of our findings is that federal and state policies
and agencies are so often geared to smokestack chasing kinds of activities that they

Our constituents tell us that the problem
where they live is jobs and income. There
are more and more poor people because
there is less 2 ld less work to do in the areas
where they li .
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do not spend enough time supporting locally based job creation enterprise
development activities.

As I understand it, Senator Leahy's Rural Economy Act of 1987, which has been filed
and was the occasion for some hearings, had several kinds of titles that were interesting in
this regard. One matched federal money with state money for rural development projects,
thereby encouraging states to focus on rural areas in ways they might not do ordinarily.
A second title funded non-profit government and private agencies to do capacity building
in the area of enterprise development. In other words, it funded development district
groups, local government groups, or non-profit private sector groups to be out there looking
for opportunities to create new jobs. There are also small-scale, small-farm agricultural
opportunities in which many of you are involved. They can help to revitalize rural
economies. Federal policy needs to target the use of federal and university resources to
assist the small farmer in rural areas to do that type of alternative growing. The Leahy bill
also has a provision for infrastructure assistance, which for the most part is for water and
sewage treatment.

I have heard a lot of talk here today about the importance of telecommunications and
transportation. To have some federal role in these areas is essential to the revitalization
of rural economies. The emphasis I would like to make is that federal policy used as
leverage for state, local, and private sector resources like those of the churches should be
directed toward creating locally based economies that as much as possible have the types
of activities that are not going to leave and are not going to move.

The other side of that kind of comprehensive policy is, of course, education and job
training. Federal leadership and partnership with the states in improving public education
and fine-tuning job training to jobs that actually may exist in rural areas is essential. One
thing I might mention that I have not heard much said about here is the importance of
early childhood education. Head Start is probably the most successful poverty program
ever developed. CORA has a model local non-profit organization called the Mountain
Community Child Care Development Center up near Jelico, Tennessee. It gives high-
quality educational care to 60 local preschool children every day and employs 12 to 15 local
pe' ie. The center allows many women in that area to have jobs. I have helped that
g,..oup raise money for the last five years. It
should not be so hard to raise money for such
activities, but it is. That type of educational
effort should be encouraged as part of a
comprehensive rural development policy.

Rural development warrants a multi-level
approach involving federal, state, regional,
and local partnerships with the private sector.
The federal role is essential for money and
leverage. As long as the federal government
is involved, it keeps rural poverty from being
treated as an exception rather than a general
condition and therefore keeps us from treating
the symptoms rather than the causes. My advice would be to go for the comprehensive
policy development. If we make the statement up front that we need a comprehensive
approach and then prioritize within that framework, we are raising the right question and
avoiding the problem of poverty policy being a misnomer in some ways. By this, I mean
that policy to deal with poverty has the effect of institutionalizing poverty to some extent.
Approaching the issue in terms of developing the entire rural community is a way to
overcome that particular problem.

Finally, I want to raise the question of constituency building, which is part of what is
going on here today. Our efforts at CORA are gea:cd very much in that direction. We
are trying to see what kinds of community and church partnerships can be formed in local
areas in Appalachia where we are around job creation activities. That is partly a way to
build constituencies for the kinds of policy advocacy that need to happen if the federal
government is going to be involved. We also are trying to get the institutional churches to

Federal and state policies and agencies are
so often geared to smokestack chasing kinds
of activities that they do not spend enough
time supporting locally based job creation
development activities.
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understand the dynamics of how poverty is an outgrowth of general economic conditions
and therefore needs them as institutions to become advocates as well. We are going to
need all the help we can get.
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Response to Rural Poverty Paper:
Western Region

Henry H. Carey
Director, The Forest Trust

I have been asked to speak to you today as a practitioner, someone who is dealing
day-to-day with the challenges and rewards of economic development efforts in the field.
You will see a number of correlations between the findings of the paper on rural poverty
and my experience.

I am director of The Forest Trust, an organization of professionals dedicated to
protecting and building the value in our nation's public and private forest resources. This
task cannot be achieved without consideration of the welfare of the rural communities
located in close proximity to forests. As has been so often observed in third-world nations,
the welfare of human and biological communities is interlocked.

The promise offered by employment
opportunities in forestry arises frequently in
discussions of rural economic development
and policy. Potential clients for community-
based forestry crews include federal and state
agencies and private landowners requiring
such services as thinning, reforestation, timber
stand examination, and erosion control. In
the past, however, few efforts have been made
to realize such opportunities.

The Forest Trust initiated a forestry
development program in 1985 with the
objective of generating economic development
based on forest resources in the villages of
northern New Mexico. Project activities
developed to meet this objective initially focused on training for young people in natural
resource skills and management. Rather than train local youth to take jobs elsewhere, The
Trust intended that this program would attack some of the root basis of poverty and that
these skills would enable trainees to secure employment in resource management and boost
family income, if even on a casual basis. The Trust also developed a forestry services
business to provide further training opportunities and ongoing employment for interns.

The promise offered by employment oppor-
tunities in forestry arises frequently in
discussions of rural economic development
and policy. In the past, however, few efforts
have been nil-de to realize such
opportunities.

Poverty: Mora Profile

Mora County is the third poorest county in th: nation. Unemployment is 30 percent.
Outmigration for 60 years has increased steadily since the late 1960s. The percentage of
county residents who are functionally illiterate is far higher than the national average.

The forestry services business was designed to complement existing patterns of
employment in rural portions of Northern New Mexico. As you know, few rural residents
in this area are employed in a single, full-time, salaried job. Instead, their work is split
among several ventures: they are "multiemployed." By spreading economic dependence
among many sources, a subsistence level is assured amid fluctuating market prices and
employment opportunities.

In Mora County, for example, livestock and agriculture provide the economic base.
A typical multiemployed head-of-household may run 12 head of cattle and 30 sheep on his
small ranch. He may flood irrigate 10 acres of alfalfa, keep a small orchard, and tend a
large subsistence garden. Two days a week he may work for wages at a construction job.
On the side, he may rebuild diesel engines. Every few years he may cut a stand of trees
to sell to the local sawmill or lease out unused pasture. All of these goods and services
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may be sold or traded, or both. Working hours, income, and non-monetary benefits vary
widely over time, and relationships between the three change constantly.

The Forest Trust's initial approach has been to increase employment opportunities
through our training program and forestry services business, both of which were designed
to supplement the multiemployment profile. The Trust did not anticipate that any single
employee would work consistent, 40-hour weeks or depend solely on crew assignments for
income. These assumptions have been born out in experience. The business does provide
a constant source of employment for qualified members of the community, but crew make-
up varies from week to week.

The Forest Trust training program runs for seven to nine weeks, beginning each
summer in June. The program consists of classroom sessions, field trips, and guest lectures
for an average of 15 interns. The interns are trained in thinning, erosion control,
reforestation, and timber stand examination techniques. Following the training program,
there are four possible sources of employment for a forestry services crew state and
federal contracts, federal cost-sharing programs on private lands, wor% paid entirely by
private landowners, and timber industry contracts. Forest Trust crews have worked on the
first three of these.

The Forest Trust's experience indicates that significant hurdles must be overcome to
ensure success of a forestry services business. Significant problems encountered in 1987
included lack of experience in contract negotiation and management for mid-level staff, cost
control, equipment acquisition and maintenance, and intern recruitment. Frequent staff
evaluations and rapid responsive action helped to resolve some of these difficulties.

Contract Negotiation

Since federal and state contracts are awarded solely on the basis of price, the first
hurdle facing a forestry services business is to secure a contract in an extraordinarily
competitive environment. At The Forest Trust, the bidding effort made considerable
demand on mid-level staff to improve understanding of governmental bidding and
contracting procedures, to improve skills in estimating costs, and to develop a pricing
mechanism that would permit successful competition for contracts.

Formal procedures for submitting bids to the forest service are standard throughout
the country and are generally the same for all kinds of work, from timber stand
examination to research reports. Once these procedures are understood, the bidding
process becomes automatic. However, learning to complete solicitation forms requires a
thorough initiation and good clerical and business skills. Bid forms frequently be
hundreds of pages long.

Cost Control

Tight budgets are a natural outcome of the intense competition associated with the
forestry services business. In order to keep close watch on a project's progress, the firm

must have the ability to keep up-to-date financial records on payroll, equipment
expenditures, and overhead on each project. Without careful bookkeeping, a project can
go deeply in the red before management has time to respond.

An example of the need for close cost control is provided by a cost-share thinning
contract that The Trust secured in 1986. The job was located within 10 miles of the office,
with good roads passing close to the worksite. Work proceeded agonizingly slowly. Chain
saws borrowed from the forest service as part of a cooperative human resources agreement
proved to be antiquated and inadequate for the job. Morale problems resulted in other
saw: being abused and in costly downtime. Because workers were paid on an hourly basis,
efficient production was not a priority goal. On one visit to the worksite, I observed two
workers emnfortably sharpening a chainsaw together. -a one-man job. Other workers felled
trees into adjacent stands in spite of previous training stressing safety risks and proper
techniques.

The results could be quickly seen on balance sheet. Where Forest Service
contracts receive an average of S23 per acre for thinning and cost-share contracts pay S50,
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this project cost $250 per acre. Thus, this project resulted in a $1,200 loss to The Forest
Trust. Although in this case the loss could be attributed to training costs, the lesson had
to be learned quickly. More than one project of this magnitude would have had serious
consequences for the business.

The forestry services business is not the only avenue that The Trust has been
exploring, however. We are performing a market study on the demand for small timber
product used in the adobe construction industry in the Southwest. Incremental
improvements in market mechanisms in this industry could provide yet another consistent
source of income for the rural multiemployed. In addition, this sector could help to provide
work closer to home for some of the working mothers employed by The Trust.

Policy Proposals

In addition to other justifications for federal involvement in this area, I would add the
ability of the federal government to contribute natural resources to a rural economic
development program. A large portion of the contract awards The Forest Trust receives
comes through the competitive bidding process with the National Forest Service. We are
aware of a "set aside" program in which small,
minority-owned businesses are guaranteed a
percent of these forest contracts, regardless of
bid amount. A similar program for economic
development groups would enable such
organizations to garner more work and help
to cover training costs. Cooperation from the
Forest Service in providing smaller stands of
timber for harvest would also enable the
smaller mill owners to successfully acquire raw
products for processing.

Finally, clearing deadwood and
undesirable trees could reduce the risk of fire
in the national forests and would offer crews
the opportunity to provide fuelwood for sale
and fencing materials for contracting
opportunities.

Another area of concern regarding
national approaches in problem solving is
assessing local versus regional versus national
approaches. It must be recognized that similarities link disparate areas of the country.
There exist commonalities between our area and forested areas in Mississippi and
Kentucky. However, there are also local and cultural idiosyncrasies that affect how, for
example, crews work and what motivates them.

A national approach must tap the local and regional cultural identities of the targeted
groups in order to gain support and trust. A successful program cannot develop without
this key component. The idea is to work from within and to utilize the cultural values of
the group to reinforce the project's goals.

There exist commonalities between our area
and forested areas in Mississippi and Ken-
tucky. However, there are also local and
cultural idiosyncrasies that affect how, for
example, crews work and what motivates
them. A national approach must tap the
local and regional cultural identities of the
targeted groups in order to gain support
and trust.
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Natural Resource Policy

Roy R. Carriker, University of Florida
Larry Libby, University of Florida

Certain linkages between natural resources and economic activity are obvious.
Farming, forestry, fishing, and mining are all basic industries with direct ties to natural
resources. In each case, the natural resource represents wealth that may be converted to
a flow of income with the application of some effort and, usually, some investment in the
development of those resources. Many communities throughout the United States owe
their economic livelihood to one or more of these basic industries and tin' natural resources
upon which they depend.

A less obvious but equally important linkage between natural resources and economic
activity are those amenities and services that natural resources provide "on site" as
environment and habitat. The lake and forest ecosystems of some regions, for example,
represent long lists of services valued by people, though not easily converted to monetary
measures. These and other attributes of natural resources in the environment are
significant economic assets for the community--assets that may deteriorate and therefore
depreciate in value in the absence of reinvestment.

If we take "rural development" to mean focused change in the well-being of rural
residents, it makes sense to examine the natural resource linkages to the economic, cultural
and environmental well-being of those rural residents. More specifically, it makes sense
to examine those linkages which can be enhanced by selective adjustments in public policies
and programs.

This paper focuses on federal government policies and programs. It is intended to
stimulate discussion and fresh ideas for guiding federal policy in pursuit of rural
development objectives.

History of Natural I _source Policy

The United States has a tradition of using natural resource policies to attempt
improvements in the well-being of rural citizens. Some programs, such as the Homestead
Act and the Reclamation Act, dearly had economic development as objectives. The
underlying conviction seemed to be that economic opportunity would result if natural
resources could be placed at the disposal of
willing and enterprising yeomen. The United
States also made investments in education for
its people and in formal research by which to
enlarge the base of knowledge for edr-ation.
Conditions favored the development and
application of new technology. Consequently,
newly discovered knowledge was quickly
translated into technical change by an
increasingly literate and technically skilled
people. A result of this phenomenon was that
the primary natural resource
industries--agriculture, forestry, mining, fishing, and hunting--became declining industries
in the sense that they had excess labor resources: capital and entrepreneurship were
substituted for human and natural resources.

In addition to its programs to improve the availability and productivity of natural
resources in rural areas, the federal government has played an historic role as a major
landowner. The federal government owns about one-third of all the land in the United
States, a total of about 700 million acres. For many years, federal statutes encouraged

The United States has a tradition of using
natural resource policies to attempt im-
provements in the well-being of rural
citizens.
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economic development of federally owned resources by private parties under rights and
privileges granted by federal land management agencies. Mineral extraction, grazing, and
timber harvesting were the principal activities undertaken on federal lands. For many years
the economic development of federally owned natural resources was generally supported
enthusiastically by pro-development local interests.

A new era of federal natural resource policy began as the environmental movement
found its stride during the late 1960s and the early 1970s. The new environmentalism
rerresented something of a departure from the political rationale of the traditional natural
resource programs of the past. The traditional viewpoint saw people as managers of
nature, using natural resources to support the continued material prosperity of the nation.
Environmentalists went beyond the argument that natural resource development for
material welfare created undesirable side effects in an otherwise desirable industrial
producti:-.1 system. They raised questions about the system itself and about the economic
arrangements that perpetuated it.

Congress responded to the agenda of the environmentalists.
National Environmental Policy Act of 1969, which, among other
Environmental Protection Agency, Congress
passed several major pieces of environmental
legislation of sweeping significance. Measures
designed to protect and improve water and
air quality were passed. Measures were
instituted to control the disposal of hazardous
wastes and to dean up sites already
contaminated. Measures were adopted to
regulate the sale and use of pesticides and to
assure safe drinking water. Other legislation
provided for the protection of coastal wetlands
and for the preservation of certain wilderness
areas. Although funds were appropriated for
research and education to ach:1-,
environmental quality goals, the backbone of
the new environmental programs was in their regulatory framework.

The trend in federal emphasis on environmental cleanup and protection was also
reflected is those federal statutes governing activities conducted on federal lands.
Increasingly, the discretion of the Bureau of Land Management and the Forest Service has
been restrained by Congressionally mandated land planning processes and agency
obligat;ons to manage land on multiple use, sustained yield principles. Thcsc trends in
federal policy for the management of public lands and associated resources reflect growing
sensitivity to social and environmental concerns beyond the commercial development of
natural resources.

Beginning with the
things, created the

The federal government owns about one-
third of all the laid in the United States.
Local communities that are dependent on
economic activities originating on federal
lands are especially vulnerable to changes
in policies affecting federal lands.

Current Status

The economic development rationale of traditional natural resource development and
conservation programs has always been straightforward. However, serious questions have
been raised about the net economic effects of those programs, and much has been written
about the need to avoid investments that create adverse economic or environmental
consequences. Water resource development programs have been especially popular with
federal elected officials over the years. Theoretically, however, no net regional benefits can
result from such federal natural resource investment programs if there is full employment
in the economy. And when net regional benefits are nonexistent, public investment in
natural resource projects simply redistributes income among regions. For example,
research has shown that 6.4 million acres of new land equiv.. lent from Wcstcrn Bureau of
Reclamation programs had its main effects in the South, where perhaps 480 million dollars
worth of production was displaced. Since 480 million dollars was, at the time, about five
percent of gross farm income in the South, it may be that one farm worker for every twenty
remaining in Southern agriculture was d;splaced by Wcstcrn reclamation. If resource
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investment policies can be shown to stimulate a net increase in national income, then
perhaps they can be justified independently of their income distribution effects. If they
cannot, then their effectiveness in accomplishing other objectives must be assessed.

A new view of natural resource policy and its relationship to rural development
objectives may be emerging in the context of the more recent trend toward
environmentalism as the driving force behind federal efforts. There has been a major shift
in beliefs about what natural resource policy can do and should do--a shift toward greater
emphasis on the use of resources in environmentally benign ways. This shift in emphasis
attaches greater importance to the "on site" services and amenities of the environment that
link natural resources and economic activity. While technological innovation has made
traditional natural resource based industries less dependent on human labor and more
dependent on capital investments, many counties throughout the nation have experienced
job and income growth from recreation and tourism--both of which place a premium on
the amenities provided by a safe and clean environment.

In some instances, however, environmental regulatory programs may impose
restrictions on economic activity or require compliance with performance standards in a
manner that poses severe fiscal problems for local communities. In these cases the
economic and environmental benefits achieved through environmental protection programs
may be offset by local loss of jobs or nonenvironmental public services.

The management of public lands has been the source of long-standing concern for
those local communities that grow up and depend on the economic activity taking place on
surrounding or nearby federal lands. Changes in federal policy regarding the use of public
lands can help or hurt the resource dependent communities in mining or timber regions.
In addition, the aspirations of state or local units of government for control of their own
environmental programs may be preempted by nonconforming activities on federal lands
or by failure of the federal natural resource management agencies to account for local
impacts of their decisions.

In all, the implications of natural resource policies for rural development appear in
four ways:

1) Federal investment in natural resource development projects for which net
regional benefits are possible may create new jobs and income in targeted
communities without displacing opportunities elsewhere.

2) Federal programs for environmental protection may yield long-term economic
benefits to rural communities that experience growth in such environmentally
responsive activities as recreation, tourism, and retirement.

3) Federal programs for environmental protection may require loss of jobs and
public services in some communities unless special care is taken to mitigate those
losses or to offset the costs of compliance.

4) Local communities which are dependent on economic activities originating on
federal lands are especially vulnerable to changes in policies affecting the
management of federal lands, as well as to changes in management strategies
used by the federal land management agencies.

Issues

Much of federal policy pertaining to natural resources pursues objectives of
conservation or environmental protection, and rural development issues are generally not
considered in the same forum as natural resource policy issues. To identify rural
development issues in the context of natural resource policy is a novel exercise. However,
the linkages between natural resources and rural development are the key to identifying
rural development issues inherent in natural resource policy.

Three issue areas are apparent:

1) Unrealized potential for developing natural resources.
2) Distribution of costs of environmental protection.
3) Local community impacts of federal land management decisions.

210



Evidence of these issues is largely anecdotal, rather than general. The following discussion
of issues will be couched in specific examples.

Unrealized Development Potential: Mined Land Reclamation. In the mountainous
coal mining region of the Eastern United States, the steeply sloping "points-and-hollows"
terrain creates a short supply of land suitable for residential, commercial, and industrial
development. Given the -- d for and potential value of developable sites, at least one
analyst has suggested tha ne surface mining industry could also engage in the preparation
of such sites. Mining methods capable of producing favorable topographies are termed
"landform alteration" (LA) methods. However, surface mining operations seldom use
opportunities to reconstruct mined-out slopes to usable contours. The contour mining
methods have been affected by implementation of the federal Surface Mining Control and
Reclamation Act of 1977 (SMCRA). A key part of SMCRA is a requirement that land
surface mined for coal be returned to its ",pproximate origi.7.,,i contour" (AOC), except
when a variance is obtained.

There is 2 need for demonstrations of LA techniques to show that truly developable
sites can be produced and to refine the criteria for identifying locations best suited for
development. There are several reasons why demonstrations are needed. One is that the
"shoot-and-shove" method of surface mining, which was used widely before enforcement of
the SMCRA, was regularly justified by the assertion that it created developable flat land,
but, in fact, rarely created land suitable for developable sites. Another reason is that LA
techniques must be used in conjunction with local planning for utilities development and
provision of services, and for location of developable sites away from other, nuisance-
creeng activities. A third reason is to enable
mining operators to gain experience vi'..:1
institutions that can assist in bearing risks
associated with use of the LA procedures.
Since the region lacks experience with the
economic results of creating developable sites
and since the mine orerator becomes, in part,
a speculator creating land that has some
aspects of a public good, there is a role for an
institution that can share in bearing the risk
associated with the speculative aspects of using
the LA procedure. Finally, demonstrating the
LA procedure will enable the surface-mining
industry, the regulatory agencies, the local
governments, and the public to learn the
problems, costs, risks, and benefits that occur
when the LA technique is used rather than
the widely used method known as approximate
original contour.

Unrealized Development Potential:
Siting Waste Disposal Facilities. The federal government has responded to the problem
of hazardous waste production and disposal with the Resource Conservation and Recovery
Act of 1976 (RCRA) and the Comprehensive Environmental Response, Compensation, and
Liability Act of 1980 (CERCLA). Federal and state agencies have used these two statutes
almost exclusively to track hazardous waste from "cradle to grave" and to fund landfill
cleanup. The RCRA cradle-to-grave system consists of the identification and listing of
hazardous waste; a manifest system (a filing system) used to track waste; management
standards and a permit system for treatment, storage, and disposal facilities; and 30-year
post-closure (post-operational) requirements. CERCLA, or "superfund," provides for
emergency response and cleanup in the event of a threatened or actual release from a
hazardous waste site. CERCLA imposes strict liability on generators, transporters, and
past and present owners or operators of hazardous waste facilities for the cost of remedial
action and damage to natural resources, but not for pollution victim compensation.

An important element in the decision
process relating to siting waste disposal
facilities is whether the decision is imposed
or whether it is voluntarily accepted in
return for compensation. Compensation
would offer an opportunity for those who
enjoy the lifestyle that generates waste to
compensate those who provide the space
within which to dispose of those wastes.
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There are practical and political limits to disposal of hazardous wastes. Evidence of
this includes the widespread opposition of communities to placing any hazardous waste
facility in their own neighborhoods. The Office of Technology Assessment attributes this
opposition to health and safety concerns, fear of economic losses, and the perception that
industry and government cannot prevent adverse consequences. One approach to this
problem would be to institute policies that encourage or require waste reduction, reuse, and
recycling--thereby significantly reducing the volume of hazardous waste for which disposal
sites must be found. However, siting of residual hazardous wastes would still pose
problems for local communities.

An important element in the decision process relating to siting waste disposal facilities
is whether the decision is imposed or whether it is voluntarily accepted in return for
compensation. Compensation, accompanied by careful attention to aesthetic, health, and
environmental safeguards in the design and operation of the facilities, would offer an
opportunity for those who enjoy the lifestyle that generates waste to compensate those who
provide the space within which to dispose of those wastes. Compensation needs to be
considered against the prospect that the disposal areas will be rendered unfit for future use
or unsafe for future habitation.

Unrealized Development Potential: Timber Production. A 1983 study produced
estimates that between two million and 17 million acres of crop and pasture land in nine
Southern states would produce greater net returns from forestry than from either crop
production or pasture. Moreover, the demand for pine timber is expected to double over
the next 45 years. Pine lands in forest industry ownership, while managed efficiently,
cannot produce much more than they do today, and the total acreage of industrial lands
is not expected to increase. These factors imply that an increased percentage of the timber
supplied to sawmills will be supplied from non-industrial lands. Non-industrial private
landowners control about three-quarters of the
forests of the South. Periodic surveys of
standing timber have revealed a steady decline
in soft wood stands on non-industrial private
lands. Some of the following reasons were
given most frequently by the landowners to
explain why harvested timber land was not
reforested: (1) it costs too much, (2) the
return on investment is too far in the future,
(3) the return on the investment is too low, (4)
there is too much red tape involved in
obtaining technical or cost-sharing assistance,
and (5) the investment is risky because of fire
and pests.

Whether or not these views are accurate, they present severe obstacles to any
campaign to increase timber production on marginal agricultural lands, as well as on
harvested timber land. If shortages develop over the next 45 years, they will be resolved
in one or more of four ways: (1) increased prices--a boon for landowners with harvestable
timber stands, (2) better utilization of harvastable timber, (3) imports of both timber and
finished products, and (4) substitution of other materials for wood. An opportunity to
assure future flows of income into timber-producing areas may be missed for lack of
adequate investment in forest establishment or in reforestation. A variety of economic
incentives already exists for growing trees, such as the Forest Incentive Program
administered by the U. S. Department of Agriculture's Agricultural Stabilization and
Conservation Service. However, as long as there are similar programs for agriculture, the
competition for the marginal agricultural land will continue, with net returns possibly being
higher for forestry, but n ,i sufficiently higher to cause widespread conversion to forestry.

The Costs of Environmental Protection: Paying for Clean Water. The Safe Drinking
Water Act of 1974 requires community water supply systems to meet national drinking
water quality standards and requires the states to monitor water supply systems for
compliance. The Clean Water Au of 1972 (as amended) requires all community
wastewater treatment facilities to comp'y with quality standards for effluent. Compliance

An opportunity to assure future flows of
income into timber-producing areas may be
missed for lack of adequate investment in
forest establishment or in reforestation.
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is expected regardless of prospects for federal financial assistance. However, small
communities often face special problems in planning, building and managing water supply
systems and wastewater treatment facilities. These communities often have difficulty
financing facilities and have limited expertise in contracting, construction supervision,
project management, fmancial management and operation and maintenance. Small
communities generally experience high project costs, high financing costs, and high user
costs. They also face limited federal funds with which to meet these costs. The immediate
issue is whether or not local communities can afford the cost of water supply and waste
treatment facilities that will bring them into compliance with federally mandated standards
for water quality. In a larger sense, the issue is one of determining who should pay the
costs of dean water, especially in those cases where the problem is not unwillingness to
comply with standards, but fiscal inability to do so. EPA has acknowledged the problem
and has responded constructively with an outreach program designed to make information
available to local officials and others who need it. Spokespersons for small systems say
information is not enough--federal funding assistance is essential. They say too many small
communities are already strapped for funds and cannot adequately maintain roads or
provide minimal social services.

The Costs of Environmental Protection: Pesticide Regulation. Under provisions of
the Federal Insecticide, Fungicide, Rodenticide Act of 1972 as amended (FIFRA), the EPA
examines the risks of pesticides, weighs those risks against the benefits, and decides
whether any pesticide should be removed from the market. Pesticides are used to reduce
losses in crop yields caused by insects, diseases, nematodes, and weeds. The EPA program
recognizes that pesticide use may create environmental and safety risks under certain
conditions.

Removing agricultural pesticides from the
market may reduce the efficiency of crop
production. If crop losses and cost increases
are great enough and involve large geographic
regions, effects could occur throughout the
economy. Total production would decrease
and crop prices would increase, so consumers
would bear a substantial portion of the costs
of pesticide regulations. Although aggregate
farm income might increase as commodity
prices rise in response to yield declines, the
effects might be adverse for some categories
of farmers and for some producing regions.

A recent study reveals an
interdependence among regulatory decisions. Removal of a pesticide from the market
reduces the number of alternatives available for future consideration. And although the
effects of removing a pesticide from the market may be minor, removal may increase the
economic effects of future decisions to remove other pesticides from the market. The
current regulatory process does not account for this interdependence and could result in
substantially harsher economic effects over time than would an approach which accounts
for the interdependence.

Federal Lands .:1(1 Local Communities. In eleven Western states, the federal land
holdings account for 48.1 percent of the total land area. The United States Forest Service
and the Bureau of Land Management are the dominant land management agencies for
federal lands in the region. The size of the federal land holdings invites political
movements, like the Sagebrush Rebellion, which asserted that the federal presence
dominates local life. Environmental protection versus economic growth and development
has proven to be a divisive issue.

Those who argue for economic growth and development of federal forest lands argue
that federal management is too restrictive. They argue that more efficient management of
timber stands now in federal ownership would result from transfer of management to the
states or to the private sector. Environmentalists, on the other hand, see federal ownership
as the best means of securing protection for the diverse ecosystems of the West.

The issue is one of determining who should
pay the costs of clean water, especially in
those cases where the problem is not
unwillingness to comply with standards, but
fiscal inability to do so.
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For complex reasons, however, some analysts argue that economic benefits to the
region from timber production are probably greater under Forest Service management than
under state or private management, and that more land would revert to wilderness if the
federal government turned over the federal lands to states or to private owners. This
argument turns on the fact that costs of timber management on Forest Service lands in
many regions is high, resulting in Forest
Service timber sales below cost. Although
advocates of federal divestiture argue that this
is evidence of inefficient federal management,
analysts respond that high management costs
on federal lands occur because (1) much
national forest land, when compared to private
forest lands, is inherently less productive and
(2) the Forest Service manages in response to
multiple objectives, rather than just for
commercial timber production. According to
this argument, if national forests were offered to the states or for sale to private interests,
only the most productive national forest lands would find buyers or would continue to be
managed under state control. The rest would remain in federal ownership. Much forest
land now under sustained-yield Forest Service management would go out of timber
production under such circumstances and would revert to wilderness. Total timber
production would decline in the region. An estimated 80,000 workers directly depend upon
national forest timber. It may be, then, that the "uneconomic" operation of a national forest
represents a subsidy to local communities.

The issues surrounding federal land management and local community stability are
complex and controversial. There is good reason to believe, however, that a decision that
would destabilize the existing community and its facilities by reducing the flow of timber
should be carefully examined, because efficiency criteria, if carelessly applied, would
overlook the real social costs of idle capacity and unemployed workers.

Environmental protection versus economic
growth and development has proven to be a
divisive issue.

Justification for Federal Government Role

Neither natural resource policy nor rural development policy is the exclusive domain
of the federal government, nor should they be. But there are several reasons why a federal
government role may be justified:

Coordination, if not uniformity, is needed across state and regional boundaries in
the implementation of regulatory restrictions on development activities for
purposes of environmental protection. Otherwise, polluting industries, for example,
might flee states having stringent environmental programs and relocate in states
having less stringent requirements.
Since problems such as air and water pollution transcend state boundaries,
measures to address these problems become a legitimate role of th., federal
government according to legal doctrines relating to the public trust and to
interstate commerce.
The market does not perform well in allocating resources where public costs
and/or benefits exist separately from the private costs and/or benefits.
The history of federal government programs for natural resource development and
environmental protection has created a legacy of waste and destruction that cannot
easily be ignored by federal officials. A continued federal role in these areas is a
foregone conclusion. It is therefore appropriate to examine the implications of
these programs for rural development.

Federal Resource Policy Options

How would federai policy for natural resource development and environmental
protection have to change in order to better serve rural development objectives? This
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question guides the search for federal policy options to improve the well-being of rural
residents through the linkages between natural resources and the economic, cultural and
environmental health of rural communities.

Three key areas of federal natural resource policy can be explored for their rural
development potential:

Increase federal investment in natural resource development programs which may
create new jobs and income in targeted communities without displacing
opportunities elsewhere.
Implement federal programs for environmental protection to yield long-term
economic benefits to rural communities.
Manage federal lands to provide local community stability.

Increased Natural Resource Development

The federal government could maintain or increase its investment it several categories
of activities designed to enhance the flow of benefits from natural resources.

Information and Education. Sometimes rural residents miss opportunities to
improve their well-being because th-y are unaware of opportunities to do so.
Information about expected future retans to reforestation of harvested timber
land, or information about existing federal and state incentive programs for
reforestation are examples. So is information about the advantages (or
disadvantages) of participation in such programs as the Conservation Reserve
Program, administered by the U.S. Department of Agriculture.

Economic Incentives and Technical Assistance. Technical assistance, including
funding for demonstration projects, can help rural communities overcome their
relative disadvantage in being able to fund such potential stimulants to income as,
for example, the creation of developable sites during contour-mining reclamation.
Increases in funding for such programs as the Forest Incentives Program and the
Conservation Reserve Program can boost participation in these programs and
channel resources into targeted communities or regions where assistance is
especially needed. Problems can arise, however, with incentive programs for such
activities as soil conservation and reforestation. When incentives to convert
farmland to timber are very attractive to landowners, some local communities may
see dramatic shifts in land use. Such changes could prove traumatic for those local
businesses that depend, in this example, upon sales to farmers for their livelihood.
In other words, care must be taken to see that assistance to one sector of the
economy does not create unanticipated or unmitigated hardships on another sector.
Attention should also be given to the extent to which incentives for production,
conservation, and development conflict with each other, as in the case of
agricultural commodity programs that encourage continued production on
erosion-prone soils. (For example, the Conservation Reserve Program, along with
measures known as "sod-buster" and "swamp-buster" provisions have already been
implemented in response to this type of problem.)

Promotion of Increased Research. The knowledge base upon which ideas for
demonstration, technical assistance, and education can be built depends heavily on
formal research and related scholarly work. While new ideas can be developed
through experience, trial-and-error could prove to be ruinously expensive as a
method for refining knowledge and understanding. New product development (i.e.,
new construction materials made from timber products), new institutional forms
(i.e., arrangements for sharing the cost of risk in the creation of developable sites
from contour-mining reclamation), and new merchandising techniques for locally
produced goods and services are all possible through targeted research.
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Export Promotion. Promotion of exports has been mentioned as a method of
assisting the timber industry and the farming industry, and by extension, rural
communities with timber and farming as a part of the economic base. Export
promotion programs are among the options for federal policy. However,
experience in agriculture demonstrates the down side of export
dependence--macroeconomic monetary and fiscal policy decisions can create a
climate in which exports abruptly disappear.

Environmental Protection

Environment protection involves regulation and the creation of economic incentives
to maintain the quality of land, air, water, and other resources. Options for achieving these
objectives while encouraging economic development include:

The fiscal burden of compliance with environmental quality regulations could be
limited by creating special exemptions from compliance for disadvantaged
communities. The advantages to some communities of such an approach might
be offset in the long run by the subversive effect such an approach would have on
environmental programs in general.

Assistance could be provided by the federal government to local communities
having genuine difficulty complying with wastewater effluent standards, drinking
water standards, air quality standards, and hazardous waste disposal regulations.
Comprehensive pollution control strategies compatible with the needs and
resources of small communities could be given increased emphasis. Several
alternatives have been suggested:

Federal block grants that could be used for the most urgent environmental
problems in communities demonstrating the greatest need for assistance in
compliance.

A special technical assistance coordinator who would help a community
determine the most cost-effective way of meeting various environmental
requirements.

Phased implementation of federal requirements when concurrent
implementation would be too costly (as when a community is faced with
developing new waste treatment, water supply, and solid waste disposal systems
simultaneously in order to comply with federal pollution control standards).
The interactive effects of federal environmental regulatory programs could be
examined for their potential impacts on rural communities, and those programs
could be implemented in ways that minimize the adverse impacts. EPA
regulation of pesticides is an example of a program for protection of the
environment and public health which can possibly mitigate adverse impacts on
regional economies by the order in which pesticides are considered for
registration or cancellation.

The potential exists for more rural communities to capitalize on attractive aspects
of the natural environmental characteristics of some rural settings. Retirement
communities do not require industrial infrastructure or major transportation
arteries. Retirees on pensions have great flexibility in location of residence, and
their retirement checks constitute a recession-proof source of income upon which
a service-oriented local economy can be built. Outdoor recreation is another
prospect for communities endowed with an attractive natural environment. This
is another area for federal funding of research, education, and demonstration
projects in order to discover how best to foster such environmentally compatible
economic development options for some communities.

0 -,,
216 isv . , `..i



Policy for Federal Land Management

The federal government could divest itself of its landholdings. Known as
"privatization," this option, in the view of its advocates, would result in more
efficient use of natural resources now in federal ownership and under federal
management. Sale of federal lands would generate much-needed revenue for the
federal government and eliminate costly annual expenditures for federal
management. Private owners, it is argued, would quickly develop those resources
without being mired by bureaucratic decision processes and restricted by
"unnecessary" requirements for conservation and environmental protection. In this
view, local incomes would increase because more timber, minerals, etc. would be
developed for sale. Critics of this approach point out that increased production
from federal holdings would drive prices for timber and minerals down to such an
extent that net revenues from the sale of those resources would decline.
Meanwhile, local communities would have lost the stabilizing influence of annual
appropriations for timber and land management by the federal government, as well
as payments to states in lieu of taxes on federal lands.

The federal government would retain ownership but would make management
decisions with greater sensitivity to local communities. When federal holdings
approach fifty percent or more of the land in certain regions, impacts of federal
land management decisions on local communities can be significant. These
concerns extend to such matters as federal pre-emption of state and local
environmental programs, limiting the ability of local interests to prevail in
economic and environmental matters. Increased emphasis on local concerns and
interests in the decisions of federal land management agencies is an option for
federal policy.

Priorities

This paper represents an attempt to focus the issues relating federal government
natural resource policy to the general objectives of rural development. The purpose is to
stimulate discussion of ideas for new federal initiatives. It would be important that each
issue and policy alternative discussed in this paper be studied in greater detail before
serious proposals for political action be implemented. Some issues and alternatives may,
on closer examination, prove to have more merit than others in terms of real potential for
addressing rural development problems. Other issues and alternatives have no doubt been
overlooked or omitted. It would also be important to identify which committees of
Congress, which agencies of federal government and which public or private interest groups
have a key role to play in policy making relative to the particular issue area for which new
policy initiatives are being considered. One of the inherent difficulties of using natural
resource and environmental policy as a vehicle for addressing rural development issues is
that the policy making context is dispersed and cannot be engaged through contact with
only one Congressional committee, one agency, or one politica! interest group.
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Response to Natural Resource Paper:
North Central Region

Ron Krupicka, Center for Rural Affairs, Hartington, NE
Pat Funk, Center for Rural Affairs, Hartington, NE
Gene Severens, Center for Rural Affairs, Hartington, NE

Common sense tells us that whatever task we undertake, we should make the best use
of available resources. It follows then that for the thousands of rural communities that
blanket the Great Plains and Western Corn Belt, and cluster in other regions as well,
agriculture should play an extremely important role in the task of revitalizing its economies.

It is surprising, therefore, that the words "agriculture" and "rural economic
development" are rarely spoken in the same breath. For most rural economic development
analysts, "agriculture" is an unmentionable word: the industry is considered too weak and
too insignificant to contribute to economic growth. For others, the support of production
agriculture is the only solution to rural economic problems: solve the problems of farmers
and everybody else's problems will go away.

Neither faction addresses the fact that agriculture has been a major factor in rural
community decline for decades. Long-term changes in agricultural structure and practices
have depopulated rural communities by replacing labor with capital, taken trade away from
local businesses, and degraded and polluted the environment. Because these two factions
fail to see the fundamental problems in
agriculture, they fail to see agricultural reform
as a solution to the decline of rural
communities.

We believe that agriculture can be the
foundation for rural economic development h.
this region if it is reformed to be more
sustainable and more equitable.

The paragraphs that follow will discuss
the relationship between agriculture and rural
community welfare, sustainable family farming
as the rural economic base, and strategies for
building on that base.

Agriculture can be the foundation for rural
economic development in this region if it is
reformed to be more sustainable and more
equitable.

The Role of Agriculture in the Rural Economy

Many analysts point out that agriculture no longer dominates the rural economy: less
than 30 percent of rural counties in the U.S. are classified as "farm dependent" by the
USDA. Consequently, they say that agricultural development, even if feasible, would not
have a major impact on the overall rural economy.

These analysts seriously underestimate the economic importance of agricilture to rural
communities. First of all, they have defined "rural" very broadly to include all
nonmetropolitan counties in the U.S. which may have cities of up to 50,000 people. Only
a third of these counties are truly rural by the U.S. Census Bureau criteria of having no
town of 2500 or more. Secondly, "farm dependent" has been defined very narrowly, as at
least 20 percent of county personal income generated by farming or ranching. Net income
from farming and ranching is a poor indicator of economic importance.

The "farm dependent" statistics really don't give a true picture of agricultural dollars
circulating in a community. Farm operations require inputs and services from mainstreet
businesses and local governments. In agricultural communities, the incomes of people
employed at banks, schools, hardware stores, feed and fertilizer dealers, cafes, etc., are
dependent on both the farm population and the farm operations. Yet many of the counties
in which farming or ranching is the only significant activity that generates wealth (i.e., little
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or no manufacturing, tourism, etc.) are not considered to be "farm dependent." There is
clearly something wrong with a definition of farm dependence that excludes 36 percent of
Nebraska's nonmetropolitan counties.

Some policymakers acknowledge that nonagricultural rural development strategies face
a real challenge in this region. Yet they stop short of proposing agricultural -based
strategies, and some suggest that our only option is to try to manage the inevit-ble regional
decline.

One reason policymakers are so reluctant to look to agriculture for rural economic
development opportunities is their belief that agriculture is a weak and declining industry.
Since there is little possibility for expanding markets, they see no opportunities for overall
growth in agriculture and increases in employment. In fact, they predict declining
employment on the grounds that further farm consolidation will be necessary in order for
us to remain competitive.

Not everyone, of course, buys this gloomy view about the future of agriculture. There
are many who claim that agriculture can recover given the right kild of farm program and
that a strong farm economy is all that rural communities really need. Those who espouse
this view have forgotten that rural communities have declined even under periods of strong
agricultural growth; why should we believe that strengthening the farm economy now will
reverse the long history of decline?

Farm Structure and Rural Community Welfare

Although rural communities have been hit hard by the recent farm crisis, this is not
the fundamental reason for rural community decline. A major problem that rural
communities face, and have suffered under for decades, is the ongoing change in the
structure of farming. The trend has been a change from small-scale, diversified family-
owned and operated farms, toward large-scale, capital-intensive, specialized operations,
where ownership, management and labor are separated.

There is a substantial body of research that documents how this change in farm
structure has lead to rural community decline. The most obvious impact has come from
the decrease in the number of farms and farm residents. Between 1950 and 1980 the
number of U.S. farms was cut in half while farm size doubled and farm residents declined
by two-thirds.

It is the number of farms and the size of
the farm population, not the number of acres
farmed, that affect the level of local economic
activity derived from farming. Consolidated
farms bring less business to the local
community than the total of the original farms.
They have less demand for machinery parts,
fuel, and services. There may be fewer
buildings to construct or maintain. Very
large-scale operations are more likely to
bypass local retailers to buy in bulk from
large, urban businesses.

When one farm operation is taken over
by another, the community is very likely to
lose a family. Losing farm people means
losing trade for local businesses and demand
for local services. This reduces profits, employment opportunities, and eventually the
number of main street businesses. More people are forced to leave the community to seek
employment elsewhere. Farm families who need off-farm income will find few
opportunities and may be forced to sell out to a larger operation, accelerating the
community decline cycle.

A less obvious impact of the changes in farm structure is a growing economic disparity
among community members. Numerous studies have found that large-scale operations with
hired management and labor tend to create a wealthy, land-owning elite while laborers,

It is the number of farms and the size of
the farm population, not the number of
acres farmed, that affect the level of local
economic activity derived from farming.
Consolidated farms bring less business to
the local community than the total of the
original farms.
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small-scale farm operations and other small business operators struggle on relatively low
incomes. This trend threatens the traditional, egalitarian characteristic of rural
communities, as well as eroding its social and economic structure.

Clearly, an important rural economic development strategy then is to reverse the trend
of farm consolidation and provide more opportunities for new and rebuilding farm
operations. We believe that sustainable, family farm agriculture provides the best
opportunity.

Sustainable Farming for Sustainable Communities

Agricultural communities, like mining and lumber communities, depend on and reflect
the resource base so :rounding them. If you arrived blindfolded in a farm town and took
a walk down mainstreet, you would be able to identify the agricultural base within seconds.
The grain elevators and implement dealers give it away. The coming and going of pickups
and farmers, identifiable by their clothing, caps, and holstered pliers, confirm the choi-e.

These towns reflect their resource base
so closely because they owe their existence to
that base. An economic development strategy
that denies that relation is a form of self-
denial, and, from a practical standpoint, the
successes of such a strategy will be limited.

For the [apical Midwestern agricultural
community, a sustainable policy of rural
economic development must be based on an
equally sustainable policy for agricultural
development. If agricultural development is
not sustainable over the long haul, then
neither is the future of those agriculturally
dependent communities. This is not to say
that the community should not seek to
diversify its economy--it should--but in these communities our wagon is hitched to
agriculture, and positive changes in agriculture will have a much more positive impact on
the larger community than most flash-in-the-pan schemes that are not locally rooted.

So what are these sustainable agricultural policies and how do they affect our
communities? There is no one giant "sustainable" solution with which we can instantly
rebuild our communities' economies. Instead, these sustainable agriculture practices are
more like bricks that can only be laid down carefully one after another to build a new
structure. Here are some of the bricks:

In these communities our wagon is hitched
to agriculture, and positive changes in
agriculture will have a much more positive
impact on the larger community than most
flash-in-the-pan schemes that are not locally
rooted.

Diversity vs. Specialization

In nature, the more sustainable communities are very diverse. Diversification, or not
putting all of your eggs in one basket," traditionally was one of the basic strategies of
farmers for reducing risk and could be used to advantage in providing a more integrated
farm operation. Although many have abandoned diversification in recent years, the strategy
is still appropriate and can be impiemented in a variety of ways in farming. For example,
crop rotations that include sod-producing plants and legumes result in a large number of

beneficial results. Within a particular field, interseeding, interplanting, use of field
windbreaks, terraces, or narrow-strip cropping result in increased diversity.

Livestock is an important component of diversification. They can increase the
environmental su. tainability of agriculture by making it feasible to include '-asses and

legumes in a crop rotation. They help break up the insect and weed cycles, replenish

nitrogen, and reduce soil erosion. Ruminants make it possible to utilize forage grown in

a rotation while at the same time they play an important gleaning and salvaging role which

makes better use of existing farm resources. Hog production has always been a way to add

value to feed grains grown on a part of the farm.
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In addition, the number of market options increases when livestock are a part of the
farm. Usually options are more limited when there is a high degree of specialization and
large capital investments are made. Highly specialized livestock confinement facilitieshave
displaced wide dispersion of livestock on the land. This has resulted in the substitution of
purchased inputs to replace the beneficial relationships that result from integrating
livestock, forage, crop, and pasture production.

Low Input vs. High Input

Family farms and rural communities are almost literally being liquidated to pay for
high-input practices and technologies. Most of these high-input practices assumed that the
monetary costs of implementing these technologies would be offset by increased production
along with stable prices realized from a growing export market. The "farm crisis" revealed
the economic hazards of high-input technologies. In addition, environmental hazards
represent additional costs of using agricultural chemicals. Both of the economic anci
environmental costs have increased the attractiveness of more sustainable, low-input
farming practices.

Besides being expensive and hazardous to the environment, these high-input
technologies are constantly being changed and improved. One technology complements
another, making it very difficult for small- and moderate-sized farms to stay on the
"technology treadmill." Thus, the high-input technologies have become a "voluntary" means
of moving farm families off the farm and in
many cases eventually out of the community.

Low-input farming practices are less
dependent on off-farm purchased products and
more dependent on making better use of
existing farm resources. These include using
soil-building practices and the use of biological
pest and weed control. This does mean that
suppliers of agricultural chemicals will have
reduced sales. However, farm families will
continue to buy other products and services
with their disposable income. If these
products and services are locally owned, the dollars will be circulated to a greater extent
within the community rather than being funneled out to energy or chemical companies.

The high-input technologies have become a
"voluntary" means of moving farm families
off the farm and in many cases eventually
out of the community.

Stewardship vs. Exploitation

Bountiful resource endowments of rich soil and pure water enabled farmers to use
intensive farming practices to increase their production. This increase in productivity was
at the expense of cashing in on natural deposits of organic matter, natural fertility, and soil
structure along with the pollution of surface and groundwater. Some argued that these
resource endowments could be exploited because their deterioration could be masked by
the purchase of off-farm inputs. Experience has proved this wrong.

Farmers as well as residents of rural communities are now beginning to recognize the
need for more sustainable farming practices. They understand that when soil erodes it
carries along to rivers and streams the various chemicals that have been applied to the land.
These chemicals also percolate into the groundwater, polluting the drinking water of many
rural communities' farmsteads.

The farming systems that exist within the boundaries of the fence are extremely
complex, as are the interrelationships between the farming systems and the larger
community economic systems. As a result, big solutions to farm and community problems
usually fail. A more sustainable approach is to redefine each problem so that smaller,
sustainable actions can be taken.
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Family Farms: Suited for Sustainable Development

Sustainable agriculture is not a "horse-and-buggy" way of farming. It is based on a
technological revolution that may prove to be as important as the mechanization and
chemical revolutions of a few decades ago.

Its technologies are "know-how" intensive and resource-conserving, uniquely blending
practical on-farm experiences and sensitivity with laboratory research and materials.
Making the new technologies wt. -k will take a blend of this individual enterpreneurialism
with a willingness to experiment with unproven ideas and techniques. Making sustainable
practices work also takes a long-term commitment.

These are precisely the advantages of smaller family farms. The economic and
biological dynamism of smaller family farms, especially diversified crop and livestock farms,
makes them leading candidates for adopting sustainable innovations. The fact is, they had
begun adopting "sustainable" methods long before the term became fashionable. By
contrast, large-scale industrial farming units lack both the farm-specific biological sensitivity
and the long-term commitment needed to invest in sustainable agriculture practices.

From the financial perspective, family farm units are traditionally lean and flexible.
Contrary to popular impressions of the current farm-debt crisis, large-scale units are more
likely to be experiencing financial stress than smaller units. Financially brittle Izitger units
tend also to be more locked into farm programs requiring the comparative security of
predictable program prices. Finally, these large units are locked into the mindset that
capital is the leading component in agriculture development. By contrast, most sustainable
agriculture technologies are less likely to depend on carital than on the individual know-
how and farm-specific sensitivity possessed by family farms.

In short, large-scale, capital-intensive, specialized, program-dependent, shareholder-
owned agriculture units are likely to lack the flexibility needed to take advantage of
sustainable agriculture technologies. By contrast, appropriately scaled, know-how intensive,
diversified, owner operations have the flexibilit, and ,iong-range perspectives to take
advantage of the emerging sustainable technologies.

Building on Agriculture

Production is only one part of the agriculture industry. Most of the wealth generated
by agriculture is in inputs and value-added operations, not in farming and ranching, and
most of these enterprises are based in urban or metropolitan areas. Many analysts have
noted that this agricultural region is like a Third World country that exports its raw
commodities to be processed in the industrialized upper Midwest or East and imports the
finished products back at much higher prices.

Value-Added

One agricultural-based strategy is to
produce crops for high-value Iccal or regional
food processing, e.g., potatoes, onions, and
tomatoes. One of the problems with this type
of production is that it is often on a con-
tractual basis that may limit the flexibility of
the producer to make the kinds of decisions
necessary for maintaining a sound and sustain-
able operation.

The manufacture of ethanol and bio-
degradable plastics from corn are also fairly
common proposals. By expanding the market
for corn, this strategy is likely to increase the abusive practice of high-input, continuous
corn, rather than encouraging diversification and sustainable practices. We need to identify
and develop alue-added operations for crops that can be grown in rotation with corn, such
as alfalfa and other more sustainable crops.

Value-added enterprises can play an effec-
tive role in rural economic development if
they are locally owned and operated and on
a scale that is appropriate for rural
communities.
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One issue that is rarely addressed by value-added proposals is: Who benefits from the
value added by a processing operation? Does it mean higher prices or more stable markets
for producers? Does it provide high quality, long-term employment for local people? Do
the profits lay in the local area? Does it enhance the local revenue base enough to offset
any incentives given to the developers? Does it increase the opportunities for family-scale
farming? Are the farming and processing operations environmentally sustainable? Value-
added enterpr'ses can play an effective role in rural economic development if they are
locally owned and operated and on a scale :hat is appropriate for rural communities. There
are a number of small-scale value-adding enterprises that could be adopted both on and
off the farm: grading, milling, wool products, cheese manufacture, etc. Value also can be
added by producing a higher quality product for a specialty market, e.g., lean beef, organic
grains, super-clean wheat, etc.

Farm Inputs

Farm inputs are another component of the agriculture industry that operate primarily
outside the rural community. There is considerable opportunity for smallscale production
of machinery parts, fertilizers, etc., that can be marketed in the local region. As with value-
added enterprises, it is important that the profits stay within the community and that the
scale of operation is appropriate for the rural area.

Local Food System

We can also look to the local food system for economic development opportunities.
The agricultural heartland may try to feed the world, but it does not feed itself. More local
food processing, as discussed above, should
put more local foods on the grocery shelves
but local fresh produce also is a rarity. In
1983 an Iowa task force found that 80 percent
of the fruits and vegetables consumed in Iowa
were imported from other states. In the
1930s, Iowa was the fifth largest producer of
fruits and vegetables in the country.
Recapturing even a small share of that food
market could result in significant Agricultural
development.

There are many other possibilities for
agriculture-based enterprises linked to the
local food system: dairy and cheese, "free-range" poultry, organic and other specialty gr sins
and meats. Consumers as well as producers could benefit from higher quality and lower
prices that local production would make possible.

Value-added processing and consumer-ready food production will mean diversification
away from high levels of dependence on cash-grain carport crops. However, if farm
operations switch fro:n one highly specialized production system to another, little will be
gained in terms of reducing vulnerability and implementing more environmentally sound
practices.

Whatever agriculture-based Pronomic development strategics we pursue, we must
always ask how it will impact the structure and operation of local farms and ranches.
Otherwise, we will risk undermining 'he sustainable family-farm system which is so
important to the vitality of rural agricultural communities.

Whatever agric'ilture -based economic devel-
opment strategies we pursue, we must al-
ways ask how it will impact the structure
and operation of local farms and ranches.
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Response to Natural Resource Paper:
Southern Region

John L Needy, Manager
Natural Resource Department
Tennessee Valley Authority

I would like to look at the three policy options outlined in the natural resource paper
and give you additional food for thought about those options based on my experience with
the Tennessee Valley Authority. The first option to consider is an increased federal
investment to help realize natural resources potential. TVA is a product of increased
federal investment back in the '40s to do that very thing. We have learned over ate years
that while we have a role to play in helping people help themselves, that role must be
played out in partnership with state and local governments and private organizations in the
region that we serve. In the area of education and information, we found that simple,
straightforward approaches work best. For example, in educating people about the
opportunities inherent in the natural resources in their area, we use such straightforward
approaches as involving local citizens in inventory for natural resources, whether it is forest,
agricultural or mineral resources. This helps them to see the job creation and investment
opportunities inherent in those resources. There needs to be more emphasis placed on
finding and telling others about what already is working rather than starting from scratch.
This goes back to the theme of a very simple
and straightforwa!ti approach to working in
natural resources in local areas. Resource
education is very important and can start at
the elementary age. We can teach our child-
ren and our young people about the interrelat-
ionships between water and the land, for
example, so that we develop future leaders
who are sensitive to these issues.

Providing econowir ..icentives and tech-
nical assistance is another role for the federal
government that was outlined in the paper.
The author correctly points out that some
incentives can have undesirable effects, such
as reforestation programs that can lead to
hardships on agricultural businesses in agri-
culturally dependent areas. Coordination of these efforts can go a long way toward solving
such problems, however. Coordination of technical assistance that is available from many
organizations -- in other words, brokering technical assistance -- is very important. There
is a great deal of technical assistance available from the federal government and state and
local organizations. It almost gets to the point of being confusing for people in rural at eas
who are unsure of where to turn for assistance. Someone needs to help coordinate and
apply technical assistance that will make sense to problems that are unique for a given area.

One example of technical assistance that we are providing has the popular acronym
SWAT, Solid Waste Assistance Teams. We found that probably the number one problem
for local governments in the Tennessee Valley is solid waste management. Often tha' olid
waste problem leads to a water quality problem, and then there are issues about
incineration that lead to additional problems with environmental impact. One way we have
found to provide technical assistance effectively is to pool a group of people who have some
expertise in solid waste management, collection systems, wastewater technology,
incineration, and so on and bring that team into a rural community to help local leaders
deal with the options that are available to them.

Resource education is very important and
can start at the elementary age. We can
teach our children about the interrelation-
ships between water and the land so that we
develop future leaders who are sensitive to
these issues.
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Another option mentioned in the natural resource paper is increased research. We
all know we need more research, but if I had an extra dollar to spend today on a way to
help rural governments with some of the natural resource problems that they are facing,
it would not be -- from a practitioner's standpoint -- on additional research. I would spend
it on applying the knowledge we already have. Well-planned and well-publicized
demonstrations are a successful way to do that.

Export promotion was mentioned in the paper, and we found this to bevery successful
in the area of hardwood lumber exporting. There are risks, as the paper points out, and
in export trade the bottom can fall out of the whole market because of the public policy
changes. If we work with individual producers of hardwood products and help them
become better marketers of their products in the international market, then they are better
suited to be successful marketers of products in the domestic market as well.

Another major federal policy area that
was mentioned concerns regulation and eco-
nomic incentives to maintain environmental
quality. The paper discusses creating exemp-
tions from compliance for disadvantaged com-
munities. This is a mistake. Creating those
exemptions is unfair to other communities and
perpetuates environmental problems. Inten-
sive technical assistance, block grants and
phased implementation of compliances 're
preferable to exemptions. In cases where a
community is faced with having to comply with wastewater standards, salt waste standards
and various other types of standards all at once, a phase-in of those compliance
requirements may make more sense. One option I would like to lay on the table as food
for thought in the area of regulation and economic incentives is regional rather than
national standards that take into account different assimilative capacities and different loads
placed on the environment in different areas. In other words, I am proposing that we not
have a nationai standard for air quality or water quality or whatever, but instead take into
account the inherent assimilative capacity of equal systems in various areas and use that as
a guide to setting those standards in relation to the waste load that different parts of the
country will be putting on the environment.

Another option is managing federal lands to provide local community stability, and the
paper suggests two options for doing that. One is the federal government divesting itself
of land holdings -- the so-called privatization option. The second is the federal government
retaining lanlownership but exerting greater sensitivity to local communities in managing
that land. Te me it is not an either/or situation. There is no saw' 'ite in this day and age
for involving local interest in the management of large feder ' holdings. If local
people are not invited to the table in management decisions, they . lind a way to '.nvolve
themselves in those decisions. Witness, for example, the decisio,i on clear-cutting in West
Virginia, a decision that has had an impact throughout the country on national forest
manage, Lent. There also need:, to be greater private sector iniolvement in federal land
management. In some areas the private sector can be involved more completely than it is
now through such solutions as long-term easements, leases or public/private partnerships.
There are cases in which complete divesture of public land holdings may be appropriate.
For example, after selling some land holdings in a local area, the federal government may
hold on to key tracts that could play an important role in the development of that area.
This has to be done vciy carefully, however, because the public interest needs to be
protected.

Let me summarize what I have said and offer some additional points : ,:onsider in
the debate on natural resources policy. First of all, natural resource development cannot
be separated from all other issues that we are discussing. It cannot be separated from the
poverty issue, education issue, public service issue, and so on. All of these things are
interrelated, and we must have an integrated approach to rural development. Secondly,
we need to be talking about the substantiality of economic development in an area.
solutions that will last in relation to local situations and cultures are the ones we need to

There is no substitute in this day and age
for involving local interest in the manage-
ment of large federal land holdings.
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be concentrating on, not just isolated short-term fixes. Thirdly, we cannot ignore the
consequences of non-management of resources. We are getting into situations now where
resource management in some areas is being ignored. For example, landfills are simply
being developed without consideration of their effect on aquifers. Finally, education is
essential -- education in the sense of leadership development. Education for leadership
development needs to start at the elementary and secondary school levels so that we can
educate our future leaders to the positive and negative aspects of natural resource
management. It also must include education of adults who are the elected and selected
leaders of their communities. What we ought to be striving for is overall quality of life in
rural areas, and that should be our focus.
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Summary of Participant Feedback:
What Are the Preferred Policy Options?

In advance of the workshop, national policy options and consequences papers were
prepared in six rural development policy areas:

Education and retraining
Income and employment
Rural health
Financing rural services
Rural poverty
Natural resources

`Iter each of the papers was presented and reacted to by local rural development
practitioners, the workshop participants were asked to arrive at a consensus on the
preferred options in each policy area. The following is a summary list of policy options
organized under each issue. The number in parentheses at the end of each option is the
number of times that option was mentioned as being important by the 66 roundtables at
the four regional workshops.

Education and Retraining

The rural development strategies of education and retraining were grouped because
of the close relationship between basic education, skills development, vocational education,
and job training. Unless rural schools offer the same level of education as urban schools,
rural youth cannot be expected to have equal opportunity in competing for jobs with urban
youth. Without a comparable level of labor force skills, business will not find rural
locations as attractive as urban locations.

The workshop participants recognized the reality that building rural business on a
low-cost, low-skill labor force is not a viable option for the 1990s and the 21st century.
They also recognized that the key to reducing the need for job training is the improvement
of basic skills and the elimination of illiteracy. That is, without the elimination of illiteracy,
job training can be expected to tal.e an ever increasing share of development funding.

The most frequently identified federal policy options for improving the quality of rural
education and retraining include:

Target rural schools for innovative programs and technolog'-a! competitiveness
(25). Distance and relatively low enrollment presents major problems for rural
schools deveiGping enrichment programs that allow their students to be competitive
upon graduation. While federal programs already exist to support innovative
educational programs, rural schools are not recei=,ing a sufficiently large share of
federal grants to solve their problems. To develop such innovative programs,
increased research is needed to provide improved understanding of rural school
problems and to assist in developing new educational models for increasing
achievement. One innovation for which there is a consensus involves the need to
establish distance learning systems that reach all rural schools.

Target rural schools to create funding equity (18). Workshop participants felt
that rural school problems are inherently associated with higher per capita
operating costs for quality education. They deemed federal support essential for
offsetting this higher cost, particularly in persistent economically depressed areas
such as the rural South. The problem has been aggravated in many rural areas by
an eroding tax base.
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Increase rural school involvement in job training and the elimination of illiteracy
(12). The workshops expressed support for providing federal incentives to utilize
schools as an educational center of activity for rural communities. Support was
expressed for increased rural school involvement in continuing education for adults
and in the elimination of adult illiteracy -- perhaps in a family context. Such
programs might involve public-private partnerships in structuring vocational
educational programs to eliminate illiteracy as well as to develop job skills.

Increase flexibility of programs and their implementation (4).

Match vocational training with local job opportunities (4).

Implement incentive programs to attract and retain educational professionals in
rural areas (4).

Provide federal leadership and support to develop a systematic plan to deal with
the broad range of education problems in rural areas (3).

Improve motivational methods to reduce school dropout (2).

Provide federal support to identify and integrate needed organizational changes,
including alternative delivery systems, consolidations, etc. (2).

Target programs and assistance to high-risk youth (2).

Allow retraining while businesses are still operational; alter guidelines so families
are not required to be "failures" before entering training programs (1).

Provide assistance in making curriculum changes (1).

Income and Employmeht

Attracting jobs to rural America involves a combination of improving rural leadership
skills, infrastructure, and the adaptation of existing programs to rural areas. The need
therefore, from the perspective of the workshop was for a combination of building human
and physical infrastructure in rural America. The result would be greater skill in expanding
existing business, the development of ideas for new local business opportunities, and the
attraction of new businesses. The priority initiatives include:

Provide federal financial support for educational and technica. assistance
designed to enhance production and entrepreneurial skills, management capacity,
and leade.-sSii-, ability for rural residents (26). Improving human resource
management skills and capacity was seen as a major rural program need by
workshop participants In other words, existing programs are not filling the need
for business capacity building. More stress should be placed on human rcsource
development programs such as manage:ial ski::-, job training and basic education.

Provide flexibility In current programs to support a broader range of business
development opportunities in meeting local conditions (10). Many of the current
job training, lending, and related business development programs were developed
primarily to serve urban areas. Some programs can be used for manufacturing
businesses but not for retail and service firms. The need is for flexibility in
program rules, regulations, and services to serve rural business development. The
government should expand eligibility requirements and refocus rural economic
development programs to support a broader range of business and industrial
development opportunities.
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Provide financial support to aid rural communities in modernizing and developing
the appropriate mix of business support infrastructure (8). The problems faced
by rural communities relate largely to obsolete infrastructure. For example, many
rural communities do not have access to modern telecommunications systems that
facilitate communication by computers and facsimile machines.

Utilize federal regulatory powers and direct financial assistance to ensure
entrepreneurs access to adequate capital and expansions of rural enterprises (4).

Provide regional, multi-town, township and county planning and devel -merit
assistance (3).

Target and coordinate federal, state and local rural income and employment
policy (3).

Create a Department of Infrastructure and Rural Development to separate
agriculture and non-agriculture (3).

Fund the development of local leadership and strategic planning (3).

Encourage capital retention and flow into rural areas (3).

Provide incentives for innovative rural programs (2).

Financing Rural Public Services

Many rural governmental systems arc in danger of being fmancially insolvent.
Increased federal and state requirements for services, such as maintaining water quality and
meeting discharge or solid waste disposal standards, have burdened rural communities with
greatly mcreased costs at a time when federal revenue sharing is no longer available. The
following recommendations were made by the roundtables:

Establish state-federal incentives for local governments to re-evaluate their
structure, revenue authority, and fiscal capacity (15). It was concluded that too
many inefficiently organized rural government units exist. State-federal incentives
are required to encourage restructuring.

Provide federal compensating aid to disadvantaged rural areas unable to maintain
a minimal adequate level of services (14). As an alternative to the insolvency of
local governmental units, federal aid is viewed as a preferable alternative to
substandard service.

Integrate services on a regional basis by difftrent levels of government and across
governmental units (8). Several roundtables concluded that the state and federal
governments should take the leadership in integrating certain critical services on
a regional basis (i.e., fire protection, police protection, rural healtn services, water
systems).

Provide technical assistance to obtain objective analyses and build local planning
at-acitY (5).

Increase privatization of community services (4).

Bear the cost of federally imposed environmental services that benefit the general
public (3).
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Foster increased use of user fees for revenue sources (2).

Remove barriers to participation of small communities in federal programs (1).

Natural Resource Policy

Policy regarding natural resources was a major regional concern in the West and
Northeast. The workshop established the following policy p:iorities

Regulate or create incentives to maintain resource quality and create a balance
between preservation and resource development (12). A majority of the
roundtables expressed concern that development was taking place at the expensc
of resource quality and felt that the federal government should intervene.

Increase federal investments in resource development programs (8). In areas
where public lands predominate, participants concluded that increased federal
investment was required to spur the rural economy.

Expand broad-based educational programs regarding natural resources and
conservation (6). These roundtables stressed the need for general understanding
of the factual tradeoffs between natural resource development and conservation
of the resource base.

Manage federal lands to provide more local input into policy development and
management practices (3).

Revise in-lieu-of payments formula to provide the same level of support as other
landowners (3).

Fund federally mandated prograns (2).

Rural Health Policy

Rural health care is frequently not classified as a rural development policy issue.
Yet health care is one of the major employment enterprises for most rural communities.
In addition, the adequacy of health care systems is a primary consideration in the location
of business and the suitability of rural areas as a place to live and retire. The workshops
recognized this by identifying rural health care as one of the top five priorities for incceased
funding. The following federal priorities relating to health were identified:

Eliminate the rural-urban inequities in Medicare and Medicaid and target rural
areas for a larger share of federal health dollars (16). This roundtable
recommendation recognized that the cost of rural health care for the same quality
of services is at least as as in urban areas and may be higher.

Provide federal aid in restructuring rural health care systems and supporting
alternative means of health care (13). The infrastructure of the health care system
is antiquated in many rural areas. A restructui mg is required to overcome the
disadvantages of distance and lack of access to specialist services. Where a full set
of local medical services cannot be provided, mini-clinics and physician assistant
services need to be fostered.

Establish access of the ruml population to a minimum level of basic health cart.
(10). Rural residents shouli be assured the same level of minimum hoalth care
services as urban residents. Specification of and provision for those minimum
services should be a matter of national policy.
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Increase the federal share of health care (3).

Provide incentives for physicians and other staff to practice in rural areas (3).

Stress preventative care (3).

Increase flexibility in program design and implementation (1).

Provide experience in rural areas as a part If training programs of health care
professionals (1).

Emphasize cost containment (limit medical malpractice awards) (1).

Emphasize health insurance for rural residents (1).

Rural Poverty Policy

The reality that in the 1980s rural poverty rates rose above urban povet ty places a
special burden of public responsibility to deal with severely depressed rural economic
conditions. The workshops had the following recommendations for dealing with rural
poverty problems:

Attack rural poverty as part of a comprehensive program of education, job
training, infrastructure, business development, and social services (23). Poverty
problems cannot be solved by individual uncoordinated programs. The basic need
is for federal and state leadership in coordinating programs and program delivery,
including many of the sper''''e policy area workshop recommendations.

Target rural poverty for the unique characteristics of the rural poor (8). Delivery
of poverty programs to the rural poor requires a recognition of unique rural
conditions such as the effect of distance on program delivery and the potentially
different attitude of rural residents toward participation in poverty programs.

Refine and floe tune current poverty programs (7). Some roundtables felt that
existing programs could &al with problems of rural poverty if they were refined
and fine-tuned to fulfill their intended objectives. Much of this fine tuning involves
simply efitninating the red tape involved in accessing existing programs.

Emphasize education as a core component of poverty programs (3).

Target persistent poverty areas (Appalachian-type model) (2).

Increase the emphasis on making subsidized housing available to the poor (2).

Pass wage legislation (increase minimum wage) (1).

Create jobs for marginal worker (1).

Differentiate between temporary poor and chronically poor (1).

Establish a public-private partnership (1).

OverEaul the current welfare system (1).

Increase flexibility in program design and implementation (1).
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Devise programs that are transitional and move people toward independence (1).

Establish a rural poverty policy (1).

Increase income poverty guidelines (1).
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Federal Role in Rural Development Policy:
North Central Region

Donald R. Norton, Sr.
Executive Director
Illinois Governor's Rural Affairs Council

In establishing the Rural Affairs Council in Illinois, our governor sought to do some
of the exact things that have been outlined here in terms of goals for a comprehensive
policy to pull together resources. Resources are scarce, and I think we need to keep
hearing that message again and again. They are scarce and they are going to continue to
be scarce, so we need to pull together the resources that are available.

We recently published a Rural Resources Development Guide to ensure a more
comprehensive look at all the problems in rural areas and to pull together the available
resources to address those problems. There was no new money for this guide; we paid for
it out of existing resources. We were not content to look only at things within state
government. Working with our regional planning groups, colleges and universities, and
federal agencies, we were able to mention all of the available regional resources. There

are a lot of materials floating around that are starting to descend on local officials and local

leaders. This challenges the implications that we have heard here that nothi'g exists or
that there are huge gaps out there. An awful
lot does exist, and I think one of our faults is
that we do not stop to take inventory of what
we have.

We feel that the Illinois rural agenda is
just beginning. A new Center for Rural
Health and Social Lervice Policy was approved
recently at Southern Illinois University. It
will address some of the enduring questions
that we have been discussing here. We put
together a short-term rural health task force
that is addressing six of the key issues that we
have heard about here in rural health and will
be presenting an action plan to our governor
and the general assembly this fall. On the infrastructure issue, we acted to take our 226
endangered communities off the clean water hit list through a restructuring of the state
sales tax. Those 226 communities will get the dollar assistance to rehabilitate and rebuild
their water treatment systems. And last but not least, we have launched an effort to try to

bring into our state the self-help movement in order not to fall into the trap that
government can do everything. We are ?icking a target community to demonstrate that the
self-help approach to problem solving does work in rural communities with scarce
resources. The purpose of his litany of what we have done in Illinois is to try to point out
the fact that state governments are on the move. At a time when resources at the federal
level have been shrinking and are in some question, states are acting.

The National Governors' Association has just published New Alliances for Rural
America. This is going to be an extremely influential document. The report outlines a

bot .n -up approach, a grassroots approach. Trying to solve local problems from our
natioa's capitol or from our state capitols just does not work. We have been addressing
rural problems since the Country Life Commission in 1909, and after more than 30
programs have been created through 20 or more different agencies, we are stir: here today

talking about rural problems. The report rejects the idea that planners and bureaucrats can

and should determine which communities will survive and in what fashion. I think the
concept of triage whether determined in Washington or Madison or Springfield is to be

rejected.

What we need is a good mechanic with the
determination and will -- maybe the political
will - - to make what we already have work
better and to provide a comprehensive
approach.
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I am not hcrc saying that those dollars we have spent all these years -- time billions
of dollars -- have been wasted, because I can point to many examples that I have worked
with that have been very successful in helping
position rural communities to survive in the
future. I am thinking of activities like rural
water systems that link up multi - counties. In
fairness, however, we also have -- and perhaps
it is part of the human condition -- programs
that seem to linger on long after their useful
life should have been terminated. They do not
hit the target and do not benefit the people in
rural America.

Another frustration I deal with and want
to share is the continuing tendency at meetings
like this to avoid the painful task of fixing the
systems that do not work or that need
retailoring. It seems easy to go out and create
something new while avoiding the problem of the old. That tendency has been mirrored
in some of the recent attempts at the federal level to address rural problems. These
attempts have resulted in some very convoluted, confused and ineffective attempts to
benefit rural areas. During the last few years, many of the speakers I have heard at
meetings on rural problems have agreed that we do not need any new light bulbs. What
we need to do is make the ones that we have work better. I subscribe to that because as
we have gone through some of the things here that others have brought us, it has not been
hard to say that on this point or that point, this goal or that goal, we have been doing this

or that in some fashion or the other, perhaps imperfectly. But, in one way or the other,
these concerns have been and are being addressed. What we need is a good mechanic
with the determination and will -- maybe the political will - - to make what we already have

work better and to provide a comprehensive approach.
Yesterday's Wall Street Journal compared the approaches of Dukakis and Bush on

social problems and how they would address issues such as health care. Both approaches
are conservative and recognize the huge federal deficit. Neither will propose something
outlandish that will break the federal budget. Who would pay the bill? If we cannot be
in a position of suggesting programs that stand a chance, then we may need to rethink what

we are advocating.
What should be the federal role for rural develop:lief-a in 1989 and beyond? Let me

suggest eight points:

It is very important to maintain a responsible fiscal, monetary and trade policy
because we have seen so many of our rural areas get hurt in one fashion or the
other by policies that have worked against us. Progress will occur in rival areas
not through taxing and spending but through a healthy economy.

Welfare overhaul is a prime target next year at the federal level, and it must be.
Much of the rural problem we have talked about here is a poverty problem.

We need to continue educational reform. The thick part of the diving board into
well-being is our educational systems, all of them.

We need to change the mix of federal spending. This is a strong theme of the
National Governors' Association report. It is shameful when 70 percent of the
federal spending coming into rural areas is in the form of farm programs, welfare

and social security payments, and other income transfer payments. The litmus test
of federal legislation should be: Does this policy or program simply redistribute
income and perpetuate the existing problem or does it make a real difference in
accomplishing progress toward the development of jobs for our citizens and a
better life as a result?

We need to change the mix of federal
spending. It is shameful when 70 percent of
the federal spending coming into rural
areas is in the form of farm programs,
welfare and social security payments, and
other income transfer payments.
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4, Federal policy must continue to case the transition of people. We have been
talking about transition and programs that lead to easing that transition through
job retraining and better vocational educational systems to prepare people for a
new way of life, All of this is part of the mix that the federal government needs
to address and help with cn a continuing basis.

I would suggest that federal poiicy should quit bypassing state governments.
Through the Illinois example and others that you will hear about, there is
recognition that the states know what their differences are. They are the ones that
have to handle the need for flexibility, and the state governments should not be
bypassed in new federal programs, if there are any.

I would urge the establishment of a cabinet-level person -- a ci.ar, if you will, for
rural development. Al; of you know or remember Jack Block, our Diret:tor of
Agriculture in Illinois. He went to Washington with real determination to make
a difference. You may recall reading the news accounts of how he was battered
continually by people from other cabinet offices that had more ia.portant concerns.
I can remember Jack coming home and sharing the frustration of his time in
Washington. There is a need for establishing a White House person that has a
strong commitment from the President -- it cannot happen any other way -- to pull
together programs, try to erase turf
barriers, and work to get programs to
recognize each other. I could tell you
a story of bow long it took two federal
agencies in Illinois to start talking to
each other. That kind of coordination
really is heavy political coordination
and will occur only with a strong
Presidential commitment. This
federal-level White House czar -- or
whatever we want to call this person
-- should be empowered to gain
action on the perpetual insensitivities
that we have been discussing,
insensitivities such as the rural
shortfall i a reimbursements, highway standards that elntirtue to frustrate effective
expenditt re of dollars and ot,velopment projects in rural areas, and EPA standards
that are tf.,o costly and require far too much from local communities. I suggest
that there be a person designated in each state by the governor of each state to
serve as a counterpart to this federal person in order to have quick communication
without going through all the labyrinths we now have.

We need to continue the role of the Department of Agriculture as the lead agency
for rural development. I do not have any better answer. Politically it probably is
not feasible to establish a federal Department of Rural Affairs unless there is a
deeper well in the Congress that I simply do not perceive. I think the federal
government must continue to provide the expertise, information, and technical
assistance communities need for rural development. We have heard a little bit
here about ti a Federal Information Service. I for one am still amazed at how
much information is available if we simply knew how to access it. I would urge
that once and for all we go about the to k of providing an information
clearinghouse at the federal level with counterparts in each of the states. National
governors have urged the establishment of a rural development intergovernmental
policy advisory panel. It is a great big long name, but basically it would be
comprised of the heads of the federal agencies that are most involved in rural
development. The representatives of those agencies would come together with

There is a need for establishing a White
House person that has a. strong commit-
ment from the President -- it cannot happen
any other way -- to pull together programs,
try to erase turf barriers, and work to get
programs to recognize each other.
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five to eight governors -.dt have been designated by the national governors and
work continually on rilrai problems.

We all recognize that the federal government is important. Although we tend to
think of the feds primarily in finance terms, v4e all know that there is much much more out
there than just federal technical as:,;Ltance that impacts rural America and comes from the
federal level. Again, as rural practitioners and academicians concerned with rural areas,
it is important for us to keep in mind the question of who is going to pay, and then we
must make the determination to recommend those things that have a reasonable chance
of success. Otherwise, I fear the danger that reports will get put on shelves and gather
dust. If we succeed in these recommendations, then hopefully we will all be too busy
coping with rural development in our states to come again to a conference like this to
discuss what we ought to be doing.
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Federal Role in Rural Development Policy:
Northeastern Region

Bill Bivens, Projects Director
National Association of Development Organizations

The federal role in rural development is particularly timely in a presidential election
year. All eyes of politically aware people are focused on the federal level this year, and
there is a fair amount of trepidation about what is going to occur in a post-election season
in not only rural development policy but otherwise. I would encourage you to take the
results of this conference back with you to address political candidates at federal, state, and
local levels. This is particularly important because rural voters are among the most
important swing voter groups identified by all the pollsters, political pundits, etc. They are
the people who are among those who have shared the least in the economic recovery of the
last six years and are the least likely to share in any additional economic growth in the near
future. At least on the economic side there are some very severe issues to be addressed
in terms of the welfare of rural voters.

Many of us who deal with federal officials have been engaged in a series of strategic
planning sessions to try to determine what the process is likely to be in the next fey/ months
and what kinds of factors are going to
condition federal policy regardless of which
candidate may win the Presidency. It is not
only the candidate's previous record or current
positions on issues that are important to
consider but also other kinds of influences that
might constrain their actions. I'm going to lay
out a frw of those for your consideration.
Perhaps they will be somewhat helpful to you
as we deal with the federal role in rural
development. Along with my bias of looking
primarily at socio-economic factors, I'll admit
on the front end that I think the federal
government can and should play a significant
role in rural development. The extent of that
ole is going to be conditioned by such things as the global integration of world capital

markets. We no longer control our interest rates in this country. The Japanese and other
foreign investors control our interest rates, and the cost of On federal deficit is the result.
We're spending about 20 pe ..ent of our federal budget on items associated with the deficit
and about 14 percent on the deficit itself. That is expected to grow substantially in the next
few years as the deficit mounts. At some point in the not too distant future, perhaps a
quarter of the federal budget can go to pay off debt incurred in primarily the Reagan years.
That will sev-sely constrain the availability of funds to pay for new ;nitiatives or even
continue existing initiatives.

Another factor that is going to be a countervailing point to doing anything on the rural
side is metropolitan problems: traffic congestion, inadequate central city school systems and
the like. They are now driving and will continue to drive economic activities of central
cities and inner-ring suburbs and extend into outlying suburbs and predominately rural
areas that will undergo tremendous urbanization pressures. The Tenth Amendment is dead
and will continue to be dead. Local and state governments no longer have any
constitutional guarantees against unfunded mandates by the federal government. As a
budget-strapped federal government seeks ways to achieve certain national objectives, it is
likely to pass the responsibility for meeting those objectives to the state and local levels
without accompanying funding to meet the cost of those objectives.

As a budget-strapped federal government
seeks ways to achieve certain national objec-
tives, it is likely to pass the responsibility
for meeting those objectives to the state and
local levels without accompanying funding
to meet the cost of those objectives.
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Trickle down from macroeconomic policy is not sufficient to support rural
development. Existing institutional structures built up over the last 200 years bias the flow
of benef away from relatively poor communities in rural A merica. They would not be
poor if that were not the case. A taxpayer bail-out of the th A industry (savings and loans
and perhaps even commerciai banks) is likely to cost anywhere from $50 to $100 billion in
the next couple of years. This will obviously constrain the availability of funds for initiatives
such as rural develop= t. State, local, and private sources cannot raise money on a large
enough scale to overcome poverty. State and local governments cannot implement fiscal
policies that redistr;bute incomes from the non-poor to the poor without driving out the
non-poor.

At the same time, the National League of Cities has calculated that states have
provided only about $7 billion to compensate for a $30 billion reduction in fede, I spending
for domestic programs important to urb:n development. Clearly, some more-affluent states
have provided more than the poorer states, and some of the poorer states have provided
virtually nothing. Yet federal policy continues to ignore relative fiscal capacity. Money
does not get distributed among the states and localities in accordance with their ability to
raise local or state source revenues. This is all the more important when you consider that
about a third of local revenues are from federal and state grants.

Spend;ng of large amounts of money can help to solve social and economic problems.
Poverty zauong the elderly has been drastically reduced by massive federal spending on both
cash and non-cash benefits -- social security, medicare, food stamps, SSI, and programs
under the Older Americans Act. In fact, about 56 percent of our federal entitlement
spending goes to the elderly, a group that comprises only 12 percent of the population.
By contrast, young children get very little federal spending. As a result, the poverty rate
among children is much higher than that among the elderly. The myth that you can't
make a difference by throwing money at things is a myth. It's incorrect. Political leaders
at the federal level are unwilling to raise personal income taxes to pay for current spending,
most of which is for entitlement payments benefiting individuals (primarily the elderly), for
defense, and for interest on the federal debt. At the same time, the spending programs
usually targeted for elimination woul I hardly makz a dent in the deficit. For example, it's
been calculated that about three-fourths of federal spending for rural development in 1979
has been eliminated. That leaves very little
left to be eliminated. Even if the 11 percent
of the federal budget that is not for
entitlements, defense, and payments on the
deficit were severely cut (many of the
programs in that category deal with the war
on drugs, education, etc., and are not
programs likely to be reduced significantly),
we still could not eliminate the federal budget
deficit.

With restricted budgets, state and local
governments can do only so much, and the
absence of national leadership leaves a vacuum that cannot be filled by a governor or a
mayor. We've heard a lot about laboratories of democracy and about state governments
being our great hope for the future. Well, not all states are created equal. Mississippi is
not blessed with the same endowment of resources as New York or California. We have
poor states and we have relatively affluent states. As federal aid is reduced, the poor can
do less. The private sector in those states cannot fill the vacuum. Absence of a relatively
wealthy private sector is one of the reasons those states are poor.

Of the primary factors of production that support economic wealth and fiscal
capability (generally land, labor, capital, and technology), only land is immobile.
Admittedly, there are some constraints on the flow of technology as it relates to defense.
There are constraints on the flow of labor in immigration laws. And there are some Third
World countries that try to prevent the flow of capital, largely unsuccessfully. So the factors
are moving around in accordance with risks and rewards. I would like to point out that we
face a very serious problem in the future of this country. The only reason money is flowing

It's been calculated that about three-fourths
of federal spending for rural development in
1979 has been eliminated. That leaves very
little left to be eliminated.
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into major private-sector projects now is that our assets are relatively low-priced on a world
scale -- in large part because of the value of the dollar -- and the yields from investments
in this country are relatively high. In some measure, this is due to the fact that our allies
and friends in other countries, through their central banks, keep their interest rates low
relative to ours. If that changes -- if the Japanese, who are the major source of investment
funds in this country, put the squeeze on us (as they are beginning to do) -- we could be
in real trouble.

We are coming out of an era that the former executive director of the Advisory
Commission on Intergovernmental Relations has termed "fend-for-yourself federalism."
John Shannon was referring to what in a sense is an overtone of social Darwinism and the
federalism policies that have occurred in the Reagan Adminis'ration. That terminology
refers to a perspective of survival of the fittest.
In many ways the policies of the Administra-
tion have reflected that perspective, at least in
the ways they have dealt with rural develop-
ment and in a broader sense the fiscal
relationships between the federal government
and state and local government. Unfortunate-
ly, the calls for decentralization in the last few
years -- decentralization of responsibilities for
many public-sector activities -- have been a
cover for an effort to reduce all vvemment
intervention in the society and in the economy.
It has not been a commitment to devolution
within a federal structure. We saw that in the
Administration's support of eliminating General Revenue Sharing and in the application
of numerous unfunded man.'ates. The federal government under this Administration has
committed to applying federal policy on the expenditure of state and local funds (i.e.,
support for restrictions on the ability of state and local governments to spend funds to pay
for abortions by of rape and incest). It's not only the Administration. Members
of Congress are si :ommitted, not only in the social policy area I just. mentioned but
also in the area of public finance. Congress in essence has acted to remove the protection
we thought we enjoyed under the Tenth Amendment in regard to tax exemption of state
and local bonds. Unfortunately, the federal courts have upheld the application of federal
income tax to state and local bonds, so we are in a situation in which selective policy in the
sense of ideological objectives has been applied under the cover of federalism.

Similar calls for intergovernmental sorting out of federal, state, and local
responsibilities really tend to be a quest for political power mixed with some ideological
objectives. However, the criteria proposers for sorting out are valuable. Equity, efficiency,
and political accountability are all standards that should be applied. I think you should take
them into consideration as you think about policy and funding and implementation
mechanisms for rural development. We are likely .o disagree about how important various
of these criteria might be, but unfortunately, the federal policy process isn't neat and clean
in sorting that out.

Arguing about the definition of rural or the definition of policy or the exact nature of
rural problems doesn't really get us anywhere at the national level. You need to remember
that all rural development is local. Arguing about these things at the federal level is not
really very productive. The best course is to let state and local officials work out what
makes sense in substate situations. Decentralization of rural development decisionmaking
is the route to go, but you have to understand that there are constraints that are needed.
For example, international trade is a national issue. To have 50 governors running around
going to Tokyo and Brussels as they now do engaging in international trade hardly makes
sense given our trade deficit and need for some kind of cohesive national policy in trade
On the other hand, another traditional problem still has not been solved: the application
of "beggar thy neighbor" or pirating-type policies at the state and local level ra:ding each
other's jurisdictions for plants. There needs to be federal constraints on things like that.

If we are going to get any bene... I rural
development policy for the future, we are
going to have to strike now while things are
probably the best they will ever be for the
future.
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Federal policy, unfortunately, is not likely in the future to yield any better results on
rural development than it has so far. I recently reviewed the formulation of the Rural
Development Policy Act of 1980. That piece of legislati 'n probably has been one of our
most frustrating pieces of federal law, not only in relation to the process of getting it
enacted but also in regard to its lack of implementation in the last eight years. I suspect
that it is probably a very good example of the limitation of federal policy. A law may exist
on the books, but whether the Executive Branch chooses to observe the law is del,...able,
questionable, problematical. It is not likely to get any better. A new study by the minority
staff of the Joint Economic Committee points out that volitical economy of rural
development policy for the future will be even worse as the number of members of tli-
House of Representatives representing rural areas diminishes and rural policy gets even less
attention. So my last bottom-line word is: If we are going to get any beneficial rural
development policy for the future, we are going to have to strike now while things are
probably the best they will ever be for the future.
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Federal Role in Rural Development Policy

David Freshwater, Senior Economist
Joint Economic Committee of Congress

Rural policy issues rise to national attention on an infrequent basis, generally when
economic conditions in rural America become greatly divergent from national trends. The
failure of rural America to recover from the 1981-1982 recession has brought another
period of Congressional attention. Both the House of Representatives and the Senate
considered rural development bills in 1988, and while the pressures of the drought and
the lack of a consensus on what should be done prevented passage of legislation, there are
good prospects for another attempt in 1989.

My main point in this paper is that for the 1989 effort to be successful, there will have

to be a solid consensus of support among rural interests. The failure of the diverse
interests of rural America to form a coalition will increase the reluctance of Congress to
become involved with a very complex issue. At various points in the paper, I will make
assertions about conditions or chant...its that I think will direct rural economic development
in the future. These assertions are tire context from which the paper develops. I call them
assertions since they reflect my beliefs rather than following directly as conclusions.

The federal government has historically been the primary institution in facilitating
economic development in rural Ame Ica. As pointed out by Wayne Rasmussen in his
survey of rural development policies, the federal government's lead agency for rural
economic development has been the United
States Department of Agriculture. Not sur-
prisingly, the initial response to current
questions of rural development continues to
focus on USDA as the primary agency to im-
prove rural conditions (USDA). In a strict
sense, there is no other choice since the Rural
Development Act of 1972 assigns this role to
USDA.

While this structure may not be inappro-
priate, it seems to me that there have been
sufficient changes over time, particularly in the
last decade, to raise questions about bot the
nature of the role of the federal government
in facilitating rural development and what policies, if it should implement to meet that

role. I think that these two issues are in a sense separable since the programs the federal
government chooses to employ will depend upon the role that it assumes. So let me first
talk about the changing role of the federal government before briefly discussing possible

policies and programs.
It is clear that rural development policy and farm policy were seen as being

synorymous in the past. When a large proportion of Americans were directly dependent
upon farming and most rural residents were farmers, this was an appropriate policy
structure. However, times have changed. At present, farmers are somewhat less than 2
percent of the population; and commercial farmers, the principal beneficiaries of farm
programs, are less than 1 percent of all Americans. While farm numbers have declined
precipitously since World War II, the percent of Americans living in nonmetropolitan areas
has not declined to the same extent. Roughly .Jne-quarter of the nation's population
remains outside the major urban centers of this country.

The inevitable conclusion of these changes is that a useful rural development program
must encompass more than farm-related programs. This does not deny a role for
agriculture in rural development, particularly in farm-dependent areas, but recent

A useful rural development program must
encompass more than farm-related pro-
grams. Recent experience shows that high
levels of farm income are inadequate to
ensure a healthy rural economy.
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experience shows that high levels of farm income are inadequate to ensure a healthy rural
economy. In this decade, farm income has either set record or near-record levels in most
years, while at the same time the gap between rural and urban income and employment
levels has worsened.

This suggests that an effective federal role in the future will require taking into
consideration a far richer definition of rural activities than was employed in the past. The
federal role will have to recognize the diversity of economic structure and the diversity of
needs of rural areas in terms of assistance required. Whether a national government cal
structure programs with the flexibility to deal with the spectrum of rural demand facing it
remains an unresolved question.

At present the two major federal pieces of legislation dealing with rural policy are the
Rural Development Act of 1972 and the Rural Policy Act of 19e0. The history of these
two pieces of legislation is useful in understanding the current rural policy situation.

By the early 1970s the policies of the Great Society had been in place for a number
of years. One of the major objectives of these programs in rural areas was to stem out-
migration of the rural poor. The 1972 Act provided a means to consolidate rural policies
in a single statute and provide a coherent structure. Throughout the 1970s the "rural
renaissance" seemed to provide evidence that the federal policies were working. In
particular, the decade was seen as a time of great prosperity for agriculture, which was
perceived as the leading indicator of rural well-being. While pockets of poverty -ontinued
to exist, the general impression was one oc economic stability and growth.

The 1980 Act can be sera in this context as an attempt t" 7:m-tune existing policies
to bring about the full development of rural America. Rather than chaLging legislation, the
intent was to develop more flexibility in the appiicatien of policies to reflect the growing
recognition of the diversity of rural America. Impioving coordination and requiring the
Secretary of Agriculture to establish objectives was seen as a way to improve the
implementation of federal policy. What was not foreseen was the collapse of the rural
economy and the election of an Administration opposed to government intervention.

During the 1980s the financial plight of agriculture received national attention. The
Congress acted to provide :did to farmers through the Food Security Act of 1985 and
various other bills. Having provided assistance to farmers, most urban residents, including
those in Washington, assumed that thy had resolved the economic problems of rural
America. The long-standing belief in the link between farm policy and rural policy
continued to be made. Certainly the farm interest groups did notI.Ang to dispel the belief
sine. it added to their lbility to receive federal assistance. The most recent USDA rural
development policy statement On The More continues this linkage of farm and rural policy
despite overwhehr ing f.widence of the growing dichotomy. This leads to my first assertion:
federal rural policy will be ineffective until it
reflects the difference between farm policy
and rural policy.

Complicating the redefinition of the
federal role are two important elements that
I think we have yet to fully appreciate. The
first is the growing budgetary pressure to
control federal outlays in order to bring down
the deficit. As long as controlling outlays
remain the principal means for balancing the
budget, proposals for new programs and
additional funding for existing programs face difficult times. A shi inking government pie
will result in intense lobbying by current program beneficiaries to retain their "fair share,"
which means blocking requests for funding by newcomers.

In addition, the growth in metro nopulations, when combilr with a loss of population
from rural areas, leads to Cong essional redistricting. The p.oportion of Congressmen
representing rural areas has fallen in the past and is about to decline again. Small numbers
of rural members can be offset to some extent by the advantages of seniority. However,
rural members now occupy a small r proportion of key positions on committees than they
once did. Thus, tight budgets in conjunction with a smaller and less influential voting block

Federal rural policy will be ineffective until
it reflects the difference between farm policy
and rural policy.
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than rural areas once had, suggest that it will take a very persuasive case to provide a large
inflow of federal funds to rural areas.

These points result in my second assertion. In the future the federal government will
not be spending more money in rural areas than it is at present. Implementing new rural
programs will require diversion of funds from existing rural programs. Certainly this will
make consensus building among rural interests a trickier proposition, since players who
appear to be losing federal support have to be convinced that it is in their interest not to
block the change.

Individual organizations continue to have enough power to block change; but to date,
no group of organizations has appeared to make a strong and articulate case for either a
new policy or restoration of existing unfunded programs. For example, opposition of the
National Governors' Association to the bill worked on by the Senate Agriculture
Committee in 1988 contributed to the failure of the bill to be reported out of Committee.

One of the dilemmas of rural policy at the federal level has been the absence of an
effective rural coalition. Bill Nagle, former head of USDA's Rural Development Service,
recently presented a paper during a symposium held by the Congressional Research Service
at the request of the Joint Economic Committee. In it he noted that:

Rural development policy does in fact lack a broad constituency. The proof is
in that thundering silence that greeted the 1985 abolishment of USDA's Office
of Rural Development Policy and more importantly the curtailment or
abolishment of federal rural development programs. Contrast that silence with
the loud outcry that would have been heard if the environmental programs
launched in the 1970s had been similarly curtailed. The difference is that
environment has a large, vocal constituency. Rural development does not.

With no significant pressure from an
organized coalition outside the government
and a declining number of Congrizsional
members with direct constituency interests,
where will the pressure for changes in rural
policy come from? It is highly unlikely to
come from the farm groups who have little
interest in seeing farm program expenditures
diverted to rural programs. Farm groups
recognize that their declining numbers make
the link between rural and farm vital if they
are to retain their political power. Nor can we assume that it will be a high-priority item
in the White House where increasingly complex domestic and international problems
dominate the agenda.

And now my third assertion. /t seems to me that if a new federal rural policy is to
develop, it will require that the sr tes act as strong advocates to bring it about. It will take
a group with a national presence and a strong interest in the issue to be the nucleus 01 a
rural coalition, and there are no obvious alternatives to the state governments. It appears
that the states have moved recently to accept this responsibility. As a result of the declining
role of the federal government, in conjunction with decline and stagnation in much of rural
America, states have been forced to take on a more proactive role in rural delopment.
State governments now seem to enjoy these new-found authorities, although a desire for
federal participation in rural development clearly remains. In the recent series of National
Governors' Association publications on rural development, some common themes have
emerged:

The increasing diversity of conditions in rural America makes general purpose
rural development programs ineffective.

There is a perceived failure of top-down development strategies which impose rigid
programs.

If a new federal rural policy is to develop, it
will require that the states act as strong
advocates to bring it about.
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There is a need to diversify the economic Lase of rural communities, if not by
attracting new activities then by broadening the forward and backward linkages of
existing activities.

There is a need for improved physical infrastructure and for an improved human
resource base.

The solution the NGA proposes is a new alliance between the federal government and
the states. In this alliance the states would take over more of the delivery and local
coordination of programs. Programs would be tailored to each state's need and capacity.
Many of the federal delivery mechanisms,
particularly the Extension Service, are
considered vital ii, this alliance, as is federal
funding to provide stabilization when regional
economies experience a downturn. The
federal government also is seen as the key
player in research and the development of
projects or programs that have a national
scale.

The NGA proposal is one way of
resolving the question of whether the federal
government can design programs with suffic-
ient flexibility to meet the wide array of demands that exist in rural areas. By working
with the states, an intermediate organization can deal with localized issues while the federal
role is more one of coordination and facilitating development.

Adopting Cie NGA proposal requires a major restructuring of the philosophical basis
of federal programs. It replaces a philosophy of entitlement and working directly with
individuals; a philosophy that advocates a county agent in every county in the country. It
replaces this philosophy with a policy of support based on need, or targeted assistance,
and dealing with people through intermediaries. From a political perspective this is a fairly
radical change since it results in some parts of the country effectively contributing to
economic growth in other areas without reaping any direct benefits.

While it may be argued that these programs are in the public good since they increase
aggregate economic growth and reduce the drag of under-utilized labor, it is not a concept
that most members of the legislative branch will embrace without some local support. This
makes the endorsement of the state governments vital. Few Congressmen will see much
advantage in sacrificing local district interests, and possibly his or her seat, for the public
good unless the concept has been endorsed within the state.

The support of other rural interests is also important. Local governments and
business and labor organizations will have to endorse the NGA proposal if it is to be
successful. One way to help build political support would be to recognize that what is
being proposed in rural areas is a set of actions meant to bring rural America fully into the
mainstream of the national economy. If the policy is discussed in this context, it allows
the rest of the nation to readily grasp the motivation. Certainly there are many others who
are outside the main flow of the economy. Rather than speaking of a federal rural
development strategy in isolation, we should be discussing a national economic development
strategy that has a rural component. Appealing to a broader audience resolves one of the
difficult problems of current rural policies, problems that tend to set up situations where
urban and rural interests are pitted against each other. For example, high food prices may
be good for farmers but not desirable for urban workers. However, programs t,iat improve
educational Ltandards in rural and urban areas are of benefit to all. This does not mean
that the programs available in urban areas would be the same as those in rural areas, nor
that programs in rural Utah would be the same as those in rural Maine.

Many urban legislators continue to view rural problems as farm problems. Urban
legislators can be shown that the root issues of rural areas--jobs, income and social services-
-are the same issues that their constituents worry about. Once this is accomplished, it is
easier to explain program differences in terms of reflecting the differing needs of rural and

Rather than speaking of a federal rural
development strategy in isolation, we should
be discussing a rational economic develop-
ment strategy that has a rural component.
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urban places. If consensus is the necessary ingredient for obtaining policy reform, then the
burden is on rural interests to show why they should be supported.

Linking rural and urban policies also allows ben coordination. Most rural
economies are part of an urban economy. They rely on a c. y for employment as well as
goods and services. Drawing a line between urban and rural at a county boundary may be
useful for some purposes, but for purposes of economic development, examining the entire
functional economy is more useful. A general policy couched in terms of developing
balanced growth and full employment, which coincidentally is the mandate of the Joint
Economic Committee, could encompass both urban and rural issues.

The Nature of the Federal Role

One of the first issues confronting any major revision to rural policy is deciding
whether the federal government is going to assert that all Americans are entitled to access
to some minimal set of social services. This is in effect part of the current debate over
minimum wages and medical insurance but covers more explicitly the rural dimension. It
is a question of access to quality: education, hospital facilities, transportation, electricity,
and telephone networks, and all the other pieces of physical and social infrastructure.

In the not-so-recent past, federal programs such as the Rural Electrification
Administration, the Rural Telephone Bank, the Farm Credit System, and the Hill-Burton
program to assist in tin construction of rural hospitals suggested that the Congress was
willing to make this assertion, at least
implicitly. Under the current Administration,
however, deregulation, cost recovery, and the
imposition of user fees suggest that the new
standard for determining access to social
services is primarily based on an individual's
ability to pay.

The Administration position is based on
well-recognized economic principles, but as
with most economic principles, the world
seldom satisfies the assumptions. Essentially
the line of reasoning is that if thwc are two
regions with differences in level of income and
employment, market forces will bring about a
natural process of convergence. Workers in
the low-wage, high-unemployment area (rural)
will recognize there are better job opportunities in the high-wage, low-unemployment area
(urban). They will lower rural unemployment by moving and this will help raise rural
wages.

While the theory makes intuitive sense, it assumes that workers have roughly
comparable skills. If workers are not equally skilled, then it is possible to have
outmigration from the high unemployment region and have conditions worsen. This can
occur if jobs in the high-wage region require relatively skilled workers and the bulk of the
labor force in the high-unemployment region are unskilled. The low-wage region loses its
relatively skilled workers to higher paying jobs in the high-wage region. If the unemployed
cannot fill the open positions, then unemployment does not go down. In addition, the
unemployment rate may rise because of the loss of population and the average wage may
fall.

One of the first issues confronting any
major revision to rural policy is deciding
whether the federal government is going to
assert that all Americans are entitled to
access to some minimal set of social
services.

This phenomenon is consistent wiv events in rural America over the decade.
Outmigration has been highest among the most educated. Rural populations have declined
with unemployment rates not falling, and rural incomes have fallen relative to urban
incomes. This suggests that the emphasis placed on education in this meeting is important
if convergence is ever to occur.

It seems to in: that if the federal government decides to mandate access to a minimal
set of services, it will effectively have little choice but to assist in providing them. Federal
funds will be needed for rural areas to provide mandated services, just as the Clean Water
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Act, which also requires compliance on a national basis, has federal funds to assist localities
in meeting pollution standards. Otherwise, local governments in many rural areas will be
unable to meet any meaningful standard.

Without minimal national standards the argument for direct federal assistance
becomes less compelling. If economic development is to be left as a state matter, then
differences in levels of development and standards of living of states presumably reflect
local choices and market forces. While the federal government may still have a useful role
in providing information and conducting research, it need not intervene to reduce these
differences. In this latter case the principal responsibility of the federal government is to
ensure that aggregate macroeconomic policies send stable and consistent price signals to
all parts of the country.

This last point is clearly important. If interest rates and the exchange value of the
dollar are not stable, this imposes disproportionate costs on particular sectors and
individuals. Rural areas with their concentration of capital-intensive industries, such as
mir'.ng and agriculture, and a large proportion of low-technology manufacturing are
particularly susceptible. The high interest rates and high-valued dollar of the 1980s
triggered much of the difficulty of the farming, textiles, mining and forestry sectors as
foreign products became relatively cheap.

General Policies for Rural Development

Much of the current debate over the federal role in rural development is focused on
trying to define particular programs that will meet rural needs. While programs ultimately
are required to implement policies, they should not be the first item on the agenda.
Ultimately, very few new programs may be needed since a large number of programs are
still on the books. Modest redefinition of goals and changes in regulations in conjunction
with restoring funding may be all that is required once the primary themes for a federal
role are identified. My fourth assertion is that redefining the federal ro'e is not a problem
of identifying programs but one of setting out a vision of how rural areas fit into the nation
and what the federal government's role is in achieving this vision.

One of the best things that the federal government can do in terms of assisting rural
America is to ensure that rapid cycles in interest and exchange rates, like those experienced
during the first half of this decade, do not happen again. This principle also applies to
tax policies. On-again, off-again sector - specific tax policies, such as investment tax credits,
are based upon a presumption that the federal government has a far better understanding
of the nation's industrial structure Id its investment needs than events in the past have
ultimately shown to be the case.

In a rapidly changing economy, like that
forecast for the United States, policies and
programs that facilitate transitions are likely
to be very important. The federal
responsibility in this sense involves making
sure that rural areas have access to adequate
capital to make the investments necessary to
reconfigure their industries and infrastructure.
An area in which federal, state, and local
governments can all play a role is similarly
ensuring that the labor force has the capacity
to adapt to changing job markets by providing
job training and relocation assistance.

In this context a strong case can be made for federal support of education. A point
of general agreement is that the workplaces of the future will require better educated
workers. Many rural communities lack the resources to provide a better cducatie.1 for their
residents. In a sense these communities also lack an incentive to improve education.
Evidence suggests that outmigration from rural areas is highest for the most educated. A
rural community that taxes itself to provide better schools pays twice. In addition to the
burden of higher taxes, the community also is more likely to lose its residents. Since the

Since the nation as a whole benefits from a
better-educated labor force, it makes sense
for the federal government to play a role in
ensuring equal educational opportunities
across all parts of America.
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nation as a whole benefits from a better-educated labor force, it makes sense for the
federal government to play a role in ensuring equal educational opportunities across all
parts of America.

Access to credit will play a similar vital role in allowing rural America to transform
itself into a productive portion of the national economy. No unequivocal evidence of
discrimination against rural businesses by financial institutions exists, but claims of
inadequate access to funds are numerous. Certainly there are higher costs of credit delivery
in rural areas associated with smaller scale loans, greater risk and less opportunity for
lenders to diversify. At the same time, failure to make credit available will preclude rural
areas from developing to a point that these impediments are overcome. In this context,
some form of federally sponsored credit facility may be appropriate. The concept of a
national rural development bank has been advanced by a number of members of Congress
over time. Such a bank would provide rural areas with access to capitai under similar
terms as agriculture now receives through the Farm Credit System.

Both education and access to capital are important because they are the means of
breaking out of the current lock-step of continuous growth in some areas and continuous
decline in others. During a recent Congressional Research Service symposium, DeWitt
John observed that growing areas grow because they grew in the past. Conversely,
declining areas decline because they declined in the past. His point was that unless an area
has the fundamental attributes required for growth, it will stagnate.

Of these attributes, leadership and the presence of entrepreneurs are vital but are for
the most part beyond the government's control. However, growth takes place where there
are good workers and reasonably priced capital, and the government can improve a
community's ability to provide these elements. Certainly the presence c: such elements will
not assure success, but in their absence it is more likely that new businesses will find a
more amenable location.

Conclusion

There are numerous untouched questions in my paper including whether USDA is the
appropriate location for coordinating the federal effort or whether such an effort can be
coordinated without major consolidation of authority. These issues present questions of
implementation rather than questions of strategy. Once the federal government resolves
what it hopes to accomplish in its rural development activities, such questions can be
answered. In the absence of a strategy, they are premature. In conclusion, let me restate
the four assertions made earlier in the paper:

First, both Congress and the Executive branches will have to recognize the
difference between farm policy and rural policy.

Second, there will be no major influx of fed"-al funds because of budgetary
constraints and competing demands.

Third, the only group with sufficient political power to develop a rural coalition
and effective rural policy is the state government.

Finally, the issue e hand for the federal government is not one of identifying
programs that can be used to implement a redefined federal policy but one of
identifying h Av the federal government can help rural areas become full
parZicipants in the national economy.
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NARRATIVE FOR r zGUIRES

Figure 1 shows relative levels of per cap-..a net me and points out that convergency
of income, which is the backbone of the Adminhtrati -,'s rejection of rural development
programs, is not taking place. Nonmetro income i! .ic to 72 percent of the metro income
level erasing all the gains that were made in the .970s.

Figure 2 shows differences in reported unemployment rates and indicates that
unemployment remains a more severe problem in rural areas. In the 1983-1987 period,
nonmetro unemployment has been at least 2 percentage points higher than in metro areas.
In addition, there is evidence that reported rates undercount actual rates of unemployment
in I ..ral areas to a greater degree than in urban areas. This reflects a greater degree of
underemployment in rural areas and a greater incidence of discouraged workers
withdrawing from the labor force.

Figure 3 shows that labor force participation rates are lower in nonmetro than in
metro areas. This lower participation rate is consistent with a greater incidence of
discouraged workers and more limited job opportunities. While labor force participation
rat( have always been lower, in rural areas because of demographic differences, the data
show an increasing difference rather than a stable gap.

Figure 4 reflects :he result of fewer employment opportunities and lower ',comes in
nonraetro areas. Outmigration from rural areas has increased through the decade reducing
the population of rural communities and lowering their likeliheld of survival.

Figures S and 6 show that rural resident ;Ave a lower level of educational
achievement than their metro counterparts and fizz.: the more educated are most likely to
leave rural America for urban employment, resulting in a brain drain. As a result, rural
investments in education ultimately appear to benefit urban areas. Since it is widely agreed
that economic recovery in rural America will require the development of new industries
and better management of existing industries, the loss of the more highly educated portion
of the labor force will slow the pace of economic growth.
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Federal Role in Rural Development:
Western Region

Andy Gross, Executive Director
Nevada Commission on Economic Development

Having been the governor's chief of staff and the research director for the state
legislature, I have a state perspective or state bias on what the federal government ought
to do. But I have always found that the federal government can look out for itself, so we
do not have to worry too much about an even-handed approach.

I do not think all conferences of this nature get to the basic root policy question or
attack it head-on. Should there be a federal policy to preserve rural communities? If so,
why? Are there intrinsic values? I understand that Gov. Andrus, your keynote speaker,
said there are. It's like the family farm. There are inherent, intrinsic American values of
considerable importance that are to be maintained by pre,-;rving rural communities. I
would say that is a point of view-, it is not settled policy. ti we are going to save some
communities, then which ones? If not all, who determines which ones? And if not all, who
does the triage?

We will never say, "Let the market decide. It's not government's role: That is a
politically untenable position, so I do not think that is al. option. Thz polar alternative --
a full court press to save rural America -- is also politically untenable simply because of the
cost that would be involved. Where does that leave us? I think it leaves us either with
continued ineffective drift or a better use of
current resources. It is the federal role, I
think, to encourage the most effective use of
limited resources. Only the federal
government can play that role across the
country.

We know some of the programmatic
approaches that don't work. We know that
agricultural policy doesn't substitute for rural
policy. Certainly in Nevada, the level of
grazing fees is far more important than the
subsidy prices for corn in terms of affecting our rural economies. For that matter, mineral
leasing is far more important than grazing fees. That has been well recognized in your
discussions.

We know that a universal rural policy does not work. Education alone certainly is not
going to work In fact, it may accelerate the problem by hastening the departure of the
best youth in ru al America. You could probably say the same thing about job training.
As was indicated here earlier, you cannot have rural policy that is simply a small scale
urban policy. There must be a policy recognition that every rural comrr, ,nity cannot be
saved. Now I don't know what conclusion you have come to, but clearly in the conference
you have posed that question. I suppose that different ones of you have different answers,
but that is certainly the position that I would take. In the sense of rural viability, not every
rural community in America today can or ought to be saved.

The federal government can certainly structure incentives and disincentives to force
choices and priorities. This gets tough, of course, for the states, governors and legislatures
complain that federal policy ignores them. Congress does not want state control and state
credit for the use of federal money. That is a political reality that is understandable and
has to be dealt with. On the other hand, states want to control policies affecting their
communities. That is perfectly natural. Can these things be resol-red? Perhaps they can.

Before discussing control and credit -- the two C's of post political decisions -- let's
consider the basic options. Assuming we have a way to identify the chosen -- that is, the
survivors -- how do we bring it about? You can do it through either macropolicy or

The federal government can certainly
structure incentives and disincentives to
force choices and priorities.



micropolicy. Macroeconomic policy can certainly do the trick. Some 25 years ago France
decided everything was moving toward Paris; Japan toward Tokyo; Korea toward Seoul.
They saw how with incentives and disincentives, they could reverse that or keep it from
going any farther. So national policy can affect that sort of thing, but that is a major policy
step. You could make it extremely attractive tax-wise to locate new businesses in rural
America. But are we going to do that? It's not very li! e ly, I don't think, because it is
politically improbable and economically inefficient. You have to give certain credence and
respect to the market forces that determine where people locate businesses and facilities.
if you try to change that too much, you arc going to distort the basic economic dynamics.

Microeconomic policy -- grants, subsidies, payments-in-lieu. All of these are ways to
help communities provide basic services and thus remain viable. All of these are transfers,
a form c transferring money from urban America to rural America in order to preserve
rural America.

My idea of an appropriate approach is
what I call a state/federal shared-gain,
shared-pain approach. It's based on several
assumptions. Assumption number one is that
resources are limited. Assumption number
two is that not every rural community can
survive. Assumption number three is that
states have a legitimate and possibly
indispensable role because state law and policy
would be very significant forces af...tcting rural
communities regare .ess of what federal
programs and poll, .,es are. All those state
laws that affect n , al governments are not
going to go away. Given assumptions one
and two, no one can have both control and
credit. There also will be blame, and the
blame has to be shared. Whoever gets k.Tedit also must take blame, and here's how it would
work. It is unrealistic for us to eNpect appointment of a rural czar or development of other
extraordinary structural approaches to a coordinated rural policy at the federal level. We
cannot even agree in this country whether or not there should be a federal drug czar, so
I do not think that we can expect a rural economic development czar. Congress, however,
with the assistance of the Office of Management and Budget, can effect a fair degree of
coordination among the various agencies that have programs affecting rival America. All
rural economic development programs regardless of agency would hay.- to meet certain
criteria, but what criteria must they meet? The basic requirement for a state role in rural
economic deelopment programs would be a coordinated rural economic development plan
for the state. States would develop these plans in concert with their local government..
The federal legislation would provide a phase-in period of two to three years for
development of the state plans and phase in of their use. After that, no federal rural
economic development grants, loans or other assistance can go to a state without such a
plan. The plan would have to contain minimal elements that would provide indices of
survivability which in turn would lead to eligibility choices for commuiaies. For those
communities that fall below probabilities of survivability, the plan would provide for training
and relocation assistance. In other words, it would ease the pain or provide for the
adjustment to the demise of communities. This would not be irreversible. It would not
mean that once a community is stamped as a loser, the community has no choice but to die.
Instead, a local community could change its designation t" rough local efforts or other
unfor -seen events such as a mineral discovery, a military ba..e, a new state prison. Various
things c6...-1 change the indices for a particular community and move them from u. 'kely
survivor to likely survivor. For those that are likely survivors, the plan must provid ,r
infrastructure improvement, business attraction incentives and the like. The pain-and-ga-.
deal between the state and the federal government would be based cm the state's taking the
heat for the triage, but then, based upon plans developed by states alone, with their local
governments, the states would control the targets of federal rural economic cievelnpm( nt
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My idea of an appropriate approach is what
I call a state/federal ,hared-gain, shared-
pain approach. It's based on several as-
sumptions. Assumption number one is that
resources are limited. Assumption number
two is that not every rur-: community can
survive.
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programs. Also, states could blame the necessity for this whole thing on the feds. Federal
funds would be block granted for use in accordance with a state plan. The feds would have
approval over a state plan, thus control would be shared -- the states' writing it but the
fed's signing off on it before it could be effective for purposes of federal assistance.

Finally, I think the cash-match requirements for any rural economic development
block grant should be significant. The goal would be eventual federal phaseout, maybe over
a 10- to 15-year period with declining federal percentages. This would get the states more
and more to the point of taking it over. You obviously have to bait the hook on the front
end. The federal role would be significant but it would be intended as transitional. The
point of state plans and federal money would be to ease the demise of some communities
and facilitate the economic renaissance of others. In either case, fede, as involvement would
phase out after a period of time. State plans would be reviewed and changed periodically.
For a state unwilling to make the pain-and-gain deal with the feds, the choicl is to go it
alone and either provide assistance themselves or le' economic nature take its course.
Perhaps local communities in a non-participating state coulr' develop local plans and meet
the survivability criteria and be eligible for federal rural economic development programs.
Reality suggests that any community that could do this on its own is a likely survivor.
There would be no requirement for a percentage of losers. If state and local resources are
applied to cure deficiencies so the potential non-survivors become potential survivors, that
is a viable policy choice. The point is that the federal resources would not be used for the
likely non-survivors unless extraordinary lifesaving efforts are first made by the states and
the localities themselves.

In conclusion, is this idea fair? Is it likely to be passed in the 101st Congress? I will
not even attempt to answer that. Ts it politically feasible? Is it economically sound? I
think the answer -- at least compared to
alternatives that are around -- is like Churchill
said about democracy: "It is the worst possible
form of government except everything else
that we have tried." Perhaps that could be
said about this idea as well. I think it is as fair
as lift, unless you feel that government shout,'
protect every individual awl community against
whatever forces threaten them. There are
people who believe that. In that case, we save
them all and pay the price. Congress can turn
the administration over to OMB and executive
agencies for the tough decision but still have
plenty of good things to claim credit for. States ane governors control the economic
destinies of their communities, but they pay the price of hard choices and spending state
funds. The economic sense and fairness of this fede, led restructuring of rural
economic development would be far preferable to the pres-,.t amorphous non-policy.
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State Role in Rural Development Policy:
North Central Region

Randy Wade, Administrator of Research and Planning
Wisconsin Department of Development

I have been asked this morning to discuss the state role in rural economic
developni .nt policy. To do that it wowd be useful to examine briefly the evolution of the
state public policy role in our federal system from an historical perspective.

The story really begins in the 1920s and 1930s when a quiet revolution was taking
place throughout the state houses in the United States. In the absence of an extremely
strong federal government (that we are all familiar with today) as well as large budgets and
a S3 trillion dollar deficit, the governors in the state legislatures were experimenting with
a number of approaches to solving the pressing social and economic concerns and problems
associated with the rapid industrialization that took place in our country after the turn of
the century. This Progressive Movement, as it came to be called, snavrued numerous and
sometimes ambitious state -level governmental innoitions and also local-level innovations.
In Wisconsin, for example, state public policy
innovations were spurred by state leaders and
supported by the intellectual horsepower
provided by our land-grant university.
Wisconsin pioneered the state progressive
income tax, workmen's compensation,
unemployment insurance, and the regulation
of utilities, by a strong Public Service
Commission. During this fertile period of
state innovation, state governments truly acted
as the laboratories of democ:acy as envisioned
by Supreme Court Justice Louis Brandeis.

While these progressive reforms first
appeared at the state and local level, they were
gradually adopted at the federal level. This
process, I think we can all agree, was
culm;nated in FDR's New Deal. In spite of
the New Deal's indebtedness to the innovations pioneered by the states during the
Progressive Era, the New Deal federalism represented in many ways an end or the
beginning of the end of state leadership in the public policy arena. As recently as 25 years
ago during the late 60s and early 70s, state governments were widely regarded as the
enemies of positive social change. Many of the programs associated with LBJ's war on
poverty, for example, blatantly and totally bypassed states and even local governments in
pursuing federally refined social goals. I think this was disastrous; social dange requires
ownership. The local communities and their governments are critical to bringing about
social change, and we need to embed this change in existing social structures, organizations,
and governments. However, with the economic dislocation associated %vita the 1974-75
recession, the public began to become gradually aware that all was not well with the
American economy, and the federal government was government's response to it. Jimmy
Carter ran as the Washington outsider who would bring discipline to the federal
government based upon the management skills that he had honed during his years in the
Georgia state house. President Reagan in many wa: owed his election to the ;lc:opening
national economic crisis we were experiencing during the 1960s. His solution to it has been
to realign the free market system and actively pursue dismantling federal programs (i.e.,
EDA, the Appalachian Commission, and urban development action grants) aimed at
enhancing regional and state level economic development.

The states all have existing economic develop-
ment programs, and it would be an absolute
nightmare to bring on board a series of
federal rural development initiatives that
were not explicitly coordinated with those
important on-going activities already in place
in the states.
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Spurred by President Reagan's implicit challenge to the states, and probably more
importantly by the extraordinarily severe 1982-83 recession, state governors have sprung
into action. The Midwestern rust-belt states suffered especially during this last recession.
In 1982 at the height of the recession, Wisconsin's unemployment rate was 10.7 percent.
Ohio's was 12.5 percent. Michigan's was 15.5 perent. At the peak of the recession,
Michigan had an unemployment rate of 17.5 percent. Pennsylvania's was 12 percent;
Indiana's was 11.9 percent; I could go on. Faced with these double-digit unemployment
levels, the state governors throughout the United States and particularly in this region had
very little choice. Their responses to this economic crisis had little to do with ideology and
had everything to do with seat-of-the-pants pragmatism. Throughout the country, both
Republican and Democratic governors have reacted and reactivated the laboratories of
democracy as envisioned by Louis Brandeis, and they put forth a blizzard of state economic
development initiatives designed to address the profound problems evident in both urban
and rural areas in our state economies. This great experiment has resulted in all kinds of
initiatives. We have seen gubernatorial strategic planning exercises representing industry,
labor, and government, perhaps for the first time in many of our states. We have seen
technical assirtance programs for entrepreneurs, small business incubators, employee
buy-out programs, state venture capital funds, economic development investment programs
by state pension funds, labor management and cooperation programs sponsored by state
government, university technology and industrial extension programs, and multi-million
dollz: tourism promotion prog,.ams. These are just a few of the numerous initiatives that
states have pioneered.

In the process of developing these initiatives, the states have hammered out a new
political paradigm, at least with regard to state economic development policies. In the past
six years, the states have truly taken the lead and develop, I an impressive and sophisticated
body of expertise on the various approaches to urban and rural economic development.
And they have; committed enough political and economic capital to ensure that it will be
some time before the states are again challenged by the federal government in terms of
supremacy, in at least this area of public policy. In effect, the governors have said
collectively to the federal government that the emperor has no clothes, at least with regard
to economic development. This is not to say that there is no role for the federal
government. While the states clearly have the upper hand in terms of expertise and six
years of experience, the state treasuries are not limitless. This is particularly true in light
of the problems we are continuing to face, especially in our rural areas. I would argue that
the federal government's efficiency in raising
revenues and its ability to geographically
redistribute funds from areas of affluence to
areas of economic distress and hardship make
it a potentially pivotal funding source for state

iral development programs. I support,
however, the approach taken by the National
Governors' Association emphasizing the
maximum amount of gubernatorial flexibility
and discretion in administering any of these
new federal programs if they are, in fact,
proposed and implemented. I want to
emphasize again an administrative role for tile
states. I think it is critical. The states all have
existing economic developmeot programs, and
it would be an absolute nightmare to bring on board a series of federal rural development
initiatives that were not explicitly coordinated with those important on-going actvities
already in place in the state:

On the subject of federal funding, I sat and listened to the various initiatives and
proposals examined here today, particularly in light of federal funding for each, and I think
one of the things I am very concerned about is the absolute lack of evident concern for the
fiscal implications of what we are talking about. We .Ace talking about a large number of
dollars and a U.S. Congress that from the perspective of both parties is not looking at large

The key to rural economic development is
diversification. States must encourage the
expansion of existing businesses and the
recruitment and start-up of new businesses
in areas such as manufacturing, tourism,
services, and retail and wholesale trade.
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new initiatives. In addition, I have not seen a lot of evidence of what the priorities are?
What are our priorities? What are the most important two or three things that we want
to pursue in terms of the federal agenda? So much for the federal, let's oet back to the
states. Where does this leave the states in terms of specific actions? I prev. ally argued
that the states have taken tilt lead in terms of economic development initiatives for rural
areas. I strongly agree, howver, with Glen Pulver, who spoke be-`or': me. I agree that
rural development is broader than just agriculture; that for a large number, if not a
majority of rural areas, agri-ulture is a relatively small proportion or employment and
income gencration; that farm policy cannot solve rural comry :Ali*, problems. Given this,
I believe that the key to rural economic development is dive' sitication. This does not mean
that the farming sector as well as other comm. :id), production sectors such as mining and
forestry can be ignored. Absolutely not. 1.-towever, it does mean that the states must
encourage the expansion of existing businesses and the recruitment and start-up of new
businesses in areas such as manufacturing, tourism, services, and retail and wholesale trade.
They must look specifically to those businesses that serve a basic role in the regional and
state economies of each of our states and communities.

Virtually all states in the North Central region already have begun a number of
approaches to diversificatio All these approaches reflect the peculiar characteristics of
each state, but most state economic develop-
ment programs show certain common themes
To give ou a sense of the specifics of what
one state is doing, I would like to use
Wisconsin as a case study. In May of this
year, Governor Thompson created by exec-
utive ord' the Governor's Rural Development
Coordinating Council. This council is made
up of 11 members representing the Wisconsin
Department of Development; the University
of Wisconsin Extension; the State Department
of Agriculture; the Vocational-Technical and
Adult Education Board; federal agencies;
regional planning commissions; the Wisconsin
Bankers Association (a key source of capital in rural areas); and the towns association and
county boards association representing local government. From a gubernatorial perspective,
this council is unique. We have voting and active members from the federal agencies
because these agencies have an important role to play in rural economic development in
Wisconsin. The secretary of the Wisconsin Department of Development is the chair of the
Rural Development Coordinating Council. It is also important to note that Pat Boyle, the
University of Wisconsin Chancellor of Extension, is the co-char of the governor's council.

The council is charged with inventorying and coordinating existing state, federal and
local rural development programs as well as making mcommendations to the governor for
new rural development initiatives. At the last .neeting, the council began the k rocess of
identifying a set of strategic initiatives for consideration by the governor. Now the first step
in such an ident ation process is to see what we are already doing at all levels -- state,
federal and loc.:, While that process is not complete, it is useful to remind ourselves of
all that we are doing serve rural economic development, not just in Wisconsin uut in all
the states. In Wisconsin, for example, a number of existing programs must be cited. There
is the Wisconsin Developme- t Fund, a $21 million fund made up of about $13 million of
community development block grant funds from the federal government. As you know,
block grant funds are targeted to communities less than 30,000, so it is almost by definition
a rural development program. In addition, we have other state GPR monies that support
a customized labor training program. We have a technology development fund that
operates in both large and small project categories. These monies are available for both
urban and rural areas. A state vocational-technical and adult system has 16 districts that
are abselutely critical to the economic development of our rural areas both in terms of a
trained work force and hands-on work with local businesses, particularly new business
start-ups and small businesses. I think this is a change in the mission of our state

Let's get out of the process. of smokestack
chasing and competing with other states.
Let's look at indigenous entrepreneurs and
existing businesses in terms of creating jobs
and expa.Ading.
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vocational-technical and adult system. The Department of Development has business
consultants that operate out of Madison but serve five regions of the state. They are
hands-on dealmakers who work with individual businesses and provide management
assistance, network with sources of capital, and make available all the various resources of
state and federal funding for individual deals. The DOD has a permanent information
system with a 1-800 help business number. It is a clearinghouse, and as a part of the
council's agenda, it will become increasingly involal and publicized as a rural development
clearinghouse. We have a DOD tourism program, just as many other states have tourism
and promotion programs. We have not talked about them much today, but these programs
are very critical to rural development. Tourism is esserzially a rural issue in most of our
states. The University of Wisconsin Extension and the Small Business Administration have
&Ile Business Development Centers that operate on 11 campuses in Wisconsin. This is
t.n important joint federal-state program in terms of dealing with new businesses and new
business start-ups. The regional planning commissions provide technical assistance to
communities, and we have aided them in Wisconsin. 1 he FmHA Bu-,:ness Industry Loan
program provides funding fur industries in rural areas. The CBA Loazt Guarantee Program
is ct.rical to businesses. The EDA provides technical and financial assistance grants to local
communities. And the University of Wisconsin Extension has a nationally recognized
community resource development program that provides at least 50 Extension agents to
work with communities, particularly on rural development issues. These are just a few
examples of the many state and federal programs that exist in rural areas.

We have to realize in our states and in regional conferences such as then, that we
should not try and re-invent the wheel. In many cases, existing programs can be better
targeted and can be made more accessible to rural communities and rural busine,-, people.
In addition to this inventory that our council
has conducted of existing programs, we also
have begun looking at new initiatives. The
staff c' the council conducted a survey of state
programs for rural development, and there are
many. Don Norton mentioned a few today,
and others have talked about programs they
have in their states. We held a hearing in
association with the governor's Western
Wisconsin Week and listened to testimony
from rural people about their concerns and
needs. We also consulted with other state and
federal agencies to determine what they felt
the needs were and came up with some 27 potential initiative areas or issue areas for
consideration by the governor. We have narrowed this down to 10 areas for consideration
and further development.

In looking at the a areas of state action identified in the National Governors'
Association report, New Alliances for Rural America, I can identify at least nine and
probably 10 that are explicitly addressed in the 10 issue areas we identified. Let me walk
you through some of those NGA state action areas and then cite the initiatives that are
being considered by the Guvernor's Rural Development Coordinating Council. The first
item, and this is an NGA recommendation, is that states should hire special staff, create
offices of rural affairs, and create written guideline: to ensure that rural areas have
adequate state resources and research for decisionmaking. I think the Governor's Rural
Development Coordinating Council certainly serves that function and meets that criteria.
A second recommendation of the NGA was that states should provide reliable, individually
tailored expertise and information to rural communities to help them prepare and
implement their own decisions. What the council is looking at in Wisconsin, to meet that
recommendation, is a Community Preparedness Program. University of Wisconsin
Extension has an excellent educational program for working with communities, educating
them on what is rural development, and then identifying some broad development
strategies. What we want a Preparedness Program to do is to add on to that a very strong
implementation, one that deals with the communities and probably just as importantly with

Poor management skills really is the major
problem faced by small businesses; it is
probably much more important than lack of
capital.
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individual busint ses that are going to be creating the jobs we all need in rural areas. I
would highlight that effort as being one of coordination. It is very important to provide a
vehicle for coordination and a high-level one to force people to work together.

Another recommendation is that states should orient Lieir economic development
activities toward existing and new businesses. Implicitly, let's get out of the process of
smokestack chasing and competing with other states. Let's look at indigenous
entrepreneurs and existing businesses in terms of creating jobs and expanding. What we
are looking at here is a state grant-loan program for incubators in individual communities.
It is a partnership between the state and individual communities in which these incubators
provide (a) an opportunity to rehabilitate some of our communities and (b) technical
assistance and networking that small businesses really need to succeed and flourish. Poor
management skills really is the major problem faced by small businesses; it is probably
much more important than lack of capital.

Another NGA recommendation says that states should help make a broad range of
technical information and expertise available to rural businesses and broaden the kinds of
financing easily available in rural areas. Here our governor's council is looking at
establishing a series of district offices of Department of Devi at staff throughout the
state. TInse district offices would take staff who are operatint, of Madis xi and place
them in rural areas throughout the state. This would enable them to provide much more
tailored and sustained technical assistance to rural businesses. In addition, we are looking
at financing rural businesses through a rural revolving loan program. I do not think the
state or federal government will ever be a key player in terms of overall financing for new
business start-ups or existing business .pansions, but it is important for governmental
development personnel to have that small amount cf money available. It may make the
difference between a deal or no deal. It could be a part of a commercial bank package or
perhaps an SBA loan or a community development block grant. Then a small amount of
almost-equity capital from a revolving loan fund might make that deal really sing. We are
also looking at, from the financing point of view, the expansion of community economic
development powers at the county level. Count; -s cannot use property taxes, for example,
in their general obligation bonding authority to p: vide loans to businesses. We are looking
at the expansion of those county powers to have a At/ player on the economic development
playing field. A county is an excellent regional resource for funding economic development
initiatives in the communities throughout the land area encompl....ed by the county.

Another one of the NGA recommendations says that states should encourage local
communities to pool their resources and build substate regional mechanisms for
cooperation. Seeking out expanded county economic development powers is one example
of using a regional financing base to serve the economic development needs of a
community. The regional revolving loan fund concept whereby a state would provide a
grant to a group of counties to run a revolving loan program also meets that criteria.

Another NGA recommendation urges states to help traditional industries to develop
new products and new markets. Here we are examining an agricultural processing and
diversification program. This would be a loan guarantee program for processing agricultural
products. We also are looking at a research and development grant program, particularly
for market research, to determine some of the cooperative initiatives that can take place
for new specialty projects. In addition, we are considering a demonstratior grant program
to individual entrepreneurs to demonstrate new kinds of agriculture' imocessing and
specialty crop marketing and product development activities.

Another one of fle recommendations is that states should encourage rural school
eistricts to find distinctive v ray. to restructure themselves, including distance learning. Here
we are loolcir at a state t Aecommunications initiative.

Anothc ..4GA recommendation suggests that states should gear highway investment
decisions to economic opportunities and adopt more flexible standards. Here we are going
to provide strong support for a gubernatorial initiative to expand the state truck highway
system tc four lanes in many of r . aral areas to develop our tourism economy and
provide better conduits for goods and services.

And, finally, the NGA recommends that states should invest in upgrading the skills of
workers in rural areas and encourage distinctive models such as locally designed block grant
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programs. Here we are looking at an outreach program that would make local farmers,
particularly those who are distressed and/or dislocated, aware of economic development
programs and training programs that are available to them. In many cases, they will not
admit they have a problem. We need to do a strong outreach program and even provide
support services such as day care to encourage them to take advantage of these programs.

In summary, I think the states have taken the lead. If you will look at the 10 initiative
areas that I have suggested, traey really break Gown to four categories in terms of a state
role:

Coordina,e, as in the example I gave you of the governor s council and the
joint activities of the State of Wisconsin Department of Development and
the Extension Service.

Provide an advocat.y role for local units of government and business
people in terms of economic development activity. That is an important
state role -- advocate to the federal government and advocate to the
legislature for expanded powers for counties, for example.

Provide technical assistance to local communities and businesses. I think
that is implicit in many of the recommendations, and it is an extremely
import, it state rele that should not be understated.

Provide a small amount of financial assistance both to businesses and
communities to ensure that they can adequately conduct rural economic
development activities in their communities and regions.
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State Role in Rural Development Policy:
Northeast Region

Senator Charles D. Cook, New York State Senate
Chairman, Commission on Rural Resources

Public policy relating to the rural areas of this nation is couched in Normal Rockwell
images. All too often, the word "rural" is thought of as synonymous with "agriculture,"
conjuring up images of picture postcard landscapes e opled by pleasant but not-too-bright
remnants of the 1930s.

Indeed, agriculture is the single most important economic and social influence in rural
Ame:ica, and indeed rural towns have succeeded in preserving some of the atmosphere and
gram of an earlier day. But they are also an integral part of our 20th u.ntury society. The
convergence a the traditional rural America into the national mainstream is a trend that
began sometime after the end of World War II and has continued at an accelerating rate
into the present day. There has emerged a rural population which is in need of the same
kind of government services as their urban cousins, yet the conduits through which those
services must be delivered are patterned in an
urban context and function poorly, if at all,
to serve rural people. There is a critical need
for state and federal policymakers to recognize
this fact of life here in the last quarter of the
20th century.

The changing nature of agriculture
underscores the need to diversify the rural
economy. Specialized hi-tech jobs or seasonal
employment in the tourist industry cannot
fulfill the employment needs of the less-skilled
and less-educated worker. Encouragement
must be offered for induct. particularly
those utilizing indigenous raw materials,
including agricultural products, forestry, and
stone. Not only must rural communities be
able to provide the necessary public
infrastructure, but care must be taken to ensure that venture capital is accessible to the
small entrepreneur. The trend toward statewide and even interstate banking institutions
threatens the availability of credit for local investors.

In New York, our Commission on Rural Resources is proposing a Rural Development
Authority that would make $1 million available in each county in a venture capital fund
an..':d at utilizing indigenous natural resources in ventures such as woodworking plants and
packing, canning, and processing plants. We need to capture the value-added benefits of
manufacturing and processing, not simply harvest or mine our raw materials and send them
elsewhere. This pr --ram would undergird the agricultural economy ty encouraging
diversification and v. ....d also provide employment for farmers who have been forced out
of production.

Many economic studies indicate that our national work force is turning increasingly
to service-related jobs and has precipitated a corresponding reduction in manufacturing
employment. Nevertheless, we continue to be a major source of raw materials that feed
the industrial machines of other nations. Our emphasis on industrial conglomerates and
urban-based factories employing thousands has put us at a competitive disadvantage with
many emerging nations that still have a strong cottage-industry base. It costs little more
to transport finished wood as well as agricultural and ore products than it does to transport
the raw materials. By surrendering the value-added benefit of finishing off our products,
we concede a great deal of the potentpl of our natural wealth. I am not a gam lied

The changing nature of agriculture under-
scores the need to diversify the rural
economy. Not only must rural communities
be able to provide the necessary public
infrastructure, but care must be taken to
ensure that venture capital is accessible to
the small entrepreneur.
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dreamer who thinks we can go back to a mill-town economy, but I do think that industrial
engineering needs to become a participant in the sociological trends toward demographic
dispersion and find ways of puttin,; employment opportunities where people want to live
rather than forcing people to live where the employment opportunities exist.

Economic development cannot occur, however, in the absence of a viable
transportation network. Almost all parts of the highway system are experiencing increased
functional demands and deterioration of past capital investment resulting front changing
needs, age, and deferred maintenance. The problem is zccen:uated with respect to local
roads, especially those in rural areas.

A recent study in New Yolk found more than 10 perzent cf state highway pavement
in poor condition, but more than '') percent of local roads are in need of significant repair.
A 1984 study by Dr. Rae Zimmerman, an associate professor in the graduate school of
Public Administration at New York University, found that more than 60 percent of the New
York roads rated in deteriorated condition were local roads. Three out of every four miles
of these deteriorated local roads were in rural areas. In addition, while 30 percent of state-
owned bridges are structurally deficient and need to be replaced or rehabilitated, 50 percent
of municipally owned bridges are deficient. Based on this data, it is accurate to say that
local roads and bridges in rural areas have borne the brunt of deferred maintenance and
changing needs.

While it may be true that the local road system handles less traffic volume per mile
than does the interstate and arterial road system, the economic impact of neglecting local,
collector and distributive links could be as detrimental as neglecting the main arteries.
Rural roads and bridges are crucial to he efficient and dependable movement of
agricultural products to market and to the movement into rural areas of necessary inputs.
In addition to the growing realization that adequate maintenance and rehabilitation of
roads and bridges are often beyond the financial capacity of local governments, the ever-
increasing demands of heavier trucks, wider agricultural equipment, and more commuter
traffic make it imperative that we focus attention on this vital component of the road
system.

Also of great concern is travel .,afety and the great loss of life and health caused by
inferior roads. This is a matter of particular concern for rural citizens. Roads in rural
areas are often narrow, winding, and inadequately signed and posted. These conditions
contribute to a significantly higher accidental death rate than is found in metropolitan
areas. According to 1984 data compiled by the New York State Department of Health's
Division of Vital Statistics, the accidental death rate in rural counties was 30 percent higher
than metropolitan counties. In fact, the accidental death rate increases as counties get
progressively more rural in nature.

In the most rural counties of the state,
the accidental death rate is more than twice
the level of urban counties. In addition to
contribution to accidents, narrow and winding
rural roads also lengthen the response time
and access to emergency services, time that
may be critical in saving liv s.

Furthermore, more than half the farm
families in this nation now derive a majority
of their income from non-farm sources. The
picture of the farm family who travelled into
town once a week to pick up necessary staples
is an element of American Gothics that has
to be erase'. Rural families, be they farm or non-farm, are transportation-dependent in
every facet of their lives.

The interrelationships of economic, social, and demographic factors moving through
rt -al America must be reckoned with. Demographics of rural counties are changi.-1. In
some areas there is an influx of younger professionals needing expanded opportunities for
education, recreation, and housing. Increasingly, however, rural populations are at the
older end of the demographic scale, requiring additional and diversified medical and social

Roads in rural areas are often narrow,
winding, and inadequately signed and
posted. These conditions contribute to a
significantly higher accidental death rate
than is found in metropolitan areas.
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services, transportation, and community support capability. All of this places a strain on
existing waste and sewage systems, on supplies of natural groundwater, on governmental
services, on fire and police protection, and on educational institutions. It creates a tension
with the existing undergirding of agriculture and other primary industries.

The economic distress of farm families has a demoralizing as well as a debilitating
effect. Social, family, and health agencies are having to reach out with new services ..c a
segment of the population that has been thought of as inherently self-sufficient. The
traditional support system of the extended family, neighborhood, and church is either non-
existent or is overwhelmed by the magnitude of problems such as drugs, alcoholism,
domestic abuse, and teen suicide. These ugly monsters lurk in the hidden valleys of our
idyllic countryside and haunt the thresholds of farm houses as well as city tenements. They
cry out for attention from governmental
agencies, and the method of responding
inevitably involves transportation.

Yet the challenge is not so much to
create new services as to devise ways to direct
those services toward those who require them.
A report of the Council of State Governments
in 1986 concluded that the public funds
currently derived from federal, state, and local
sources were adequate to meet all the
transportation needs--not wants--of our
people. There is, however, a challenge to coordinate those programs and services. All
too many transportation programs are available only to narrowly defined service groups.
The senior citizen bus stops, for instance, are available to take an elderly resident to town
to do her grocery shopping but are unavailable to the young mother next door who also
needs groceries. Conversely, when the social services vehicle picks the mother up to go to
the doctor, the senior citizen can't ride even to the same medical facility if she is not a
public assistance client. This kind of stupid mismanagement wastes dollars that are
ultimately all derived from the same taxpayers. Service agencies have to be educated to the
fact that whatever may be their primary service group, they ultimately are there to serve
all the public.

New York's efforts toward transportation coordination have received attention from
other states that are starting to feel the pressure of rising demands. The success in the
area of transportation suggests the possibility of improved management of other social
programs. Integrated cas,., management, which would deal with health and social problems
across the narrow agency functional lines, gives better service at less cost. The savings of
eliminating duplicate trips by clients as well as workers can go a long way toward providing
necessary funds to exic d services to other rural people.

Nor can we be economically competitive if the products of rural schools are not on
a par with graduates of urban systems. Not only must potential workers have the basic
knowledge that will enable them to quickly assimilate the specialized skills with which they
must work, they must also create the kind of community atmosphere in which growth I nd
progress are fostered. The tension between developing an educational system that on one
halid addresses the unique needs of life in a rural community but also equips rural students
with the ability to move out into more cosmopolitan pursuits is a challenge that is not
articulated by measurement of basic skills.

Furthermore, the costs associated with diversifying curriculum :all more heavily upon
the small rural system that does not have access to the broad range of resources available
in urban centers and has only a limited number of students who will utilize specialized
information.

Technology offers one avenue by which these needs can be addressed. The
Commission sponsored a pilot project in interactive telecommunications linking five schools
where students could take specialized courses. Growing out of those pilot projects is now
a full array of subject courses being offered to students of all schools within the area
covered by th , Board of .2ooperative Educational Services.

The challenge is not so much to create new
services as to devise ways to direct those
services toward those who require them.
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Rural America is increasingly a part of a national society in which we share common
goals and many common attitudes. Yet there is also a difference. The dispersion of
geography and distance creates conditions in rural America that are different from those
of urban areas. The systems and institutions we create in rural communities need to be
designed to the scale of the numbers they serve and they must be mutually supportive of
each other so that each strengthens the other.

Rural people are sometimes pictured as prcvincial, and indeed one of our limitations
is that we have sometimes attempted to nestle into comfortable isolation. But, in another
sense, rural people are also more global in their perceptions. They see and understand the
interrelationships of people and institutions in ways that sometimes escape those who are
involved with larger and more sophisticated systems.

Our challenge is to break through isolation without destroying independence, to
enhance the rural quality of life without destroying its freshness, and to develop a public
policy that recogniz,,b rural America as a co-equal branch of the national mainstream
which, while different, is equally important to any other in its needs, its .1,,pilations, and :ts
potential.
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State Role in Rural Development Policy:
Southern Region

Harry W. Miley, Jr.
Senior Executive Assistant for Economic Development
South Carolina Governor's Office

When I think of the state . le in rural econon., development, my first reaction and
what I want to say is, "Get or,' t the way." I am not sure the state should have a role in
rural development policy. I work for a Republican governor who is very pro-business and
pro-private sector and thinks the private sector does a good job of efficiently allocating
resources, making decisions, making contracts, cutting deals, and producing things. As a
matter of fact, the governor hosted a former Secretaries of Defense Forum last week in
Charleston. When former Secretary of Defense Bob McNamara was asked to give a
capsule of the difference between the Soviet Union's economy and ours, he said, "Well, our
system is chaos at the top. That is our political structure. Our political decisiorunaldng at
the top is chaos b'jt at the bottom our economy is very efficient. The private sector
individuals can make inUvidual cont acts and the system works very efficiently. It is just
the opposite in the Soviet Union, where there is extreme order at the top and total chaos
at the bottom: So from a Republican governor's office, we think that the private sector
and private industry can make those decisions better than we can. Secondly, as an
economist, I am also a private-sector person
and think the state can have a role in some
things. The private sector seems to make
decisions avd allocate resources a little better
than government, however. I have not seen
teo many places where government does a
better job than the private sector, but I also

that it is a little bit simplistic and
unrealistic considering the situation that exists
not only in my state and the rural areas but
also throughout the country.

I do want to c ier a few areas that are
what I perceive to be the major roles of the
state in rural policy. The first thing the state
needs tc do is get its own act together in
terms of a comprehensive economic develop-
ment policy. Part of that policy is a rural policy, but it cannot be only a rural policy, just
as you cannot have only an urban policy or a manufacturing policy or a labor force policy.
It has to be a comprehensive, long-run stratvc plan. Until the state does that, then a
comprehensive plan is the first state role. If that is not done, then the failure to develop
a plan puts not only the rural areas at a disadvantage but also the entire state. South
Carolina is within three or four weeks of finishing a strategic plan that will identify goals,
objectives, and an implementa.ton strategy to achieve those goals.

A second role I see for the states is encouraging local communities to build to capacity
to support and encourage economic development. How do we do that? We have some
ideas L South Carolina, but they may not be appropriate for everybody. The state can
assist communities in identifying and developing local leadership. Fvery dnalysis that I have
seen, regardless of the area, cites -al leadership and local initiative as the common thread
that runs throughout successful areas. It is the lecy cdient. We cannot push on a string.
We cannot make the locals do tbat, but we can help. We can lead the way inn provide
assistant' in developing, local leadership. We can assist the local area in defining its own
deveIopment goals and help the people develop their own strategic plans. Strategic
plcarning does not come easily; it is not something that is intuitive to everyone. The state

The state can assist communities in ident-
ifying and developing local leadership.
Every analysis that I have seen, regardless
of the area, cites local leadership and local
initiative as the common thread that runs
throughout successful areas.
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has a respt,nsibility to assist local areas i developing those plans and, when appropriate,
help them in implement:11g those goals. We are doing this is South Carolina. We are in
the process of setting up a rural development economic center at the state level through
a very active Agricultural Extension Service. We are trying to work more close:y with
them through our state development board and through other state agencies. It is a vast
resource that a lot of people at the state government level pe:ceive as an asset just for the
agricultural community, but we see it as a great asset for all the rural areas of the state.

A third role I see for the state is creating and maintaining a competitive business
climate for the entire state. i to not care how you define business climate. Different
people define it different ways. I do not pretend that there is one sure measure of business
climate, but it obviously has components of a competitive tax atmosphere, a stable political
system, and a stable and reasonable regulatory system. Howevzr you define it, it needs to
be competitive at the state lever or the rural areas will be at a greater disadvantage than
they already are. That come!, from leadership at the top, from the governor and the
legislature. Business climate changes; it is an evolving thing. Even if you cannot put your
hands on it, you know that it is not a static situation. You have to monitor it and
continually keep it at a high priority to keepyour state competitive. I will not get into the
obvious differences in a climate that may favor one geographical area over the other or
urban over rural. The bottom line is: If your state in general is not competitive, everyone
is going to suffer. The rural areas are certainly going to suffer, perhaps even more than
the urban area . A competitive business climate has to addr..ss existing industry, new
industry, traditional commerce, new developing commerce, and agricultural as well as
traditional manufacturing industries.

Another role concerns the ability of the state to make a discretionary choice to
allocate or direct some of the state's resources to rural areas. There are a few selective
resources tl A the state spends on certain types of items and infrastructures that are
controlled at the state level. South Carolina has done it with several prisons. There are
some good reasons to put prisons in isolated xeas to begin with, but from an economic
development perspective, we think that directing --ome of those activities and facilities to
less developed areas kills two birds with one stone. It helps the .repressed area and
satisfies some of the criteria for the site of a prison. One of the things that I am a firm
believer h. is that the state can provide some
opportunities for the local areas. Wail, you
cannot make the local area take ach ntage of
those opportunities, you can creat . an ap-
propriate climate and provide a stable founda-
tion for those opportunities to exist. The state
mut: provide an adequate infrastructure or in
some instances, provide assistance to the rural
area (i.e., state grants, state subsidized loans,
state financing for infrastructure) and let the
local comntunity provide its own infrastruc-
ture. One of the pieces of legislation that the
governor of South Carolina introduced la-,t
year was an infrastructure hank bill. We have
created the authority in South Carolina to
a st rural communities in tapping a low-rate bond market and low fixed c'st in financing
state of their own infrastructure. The state does not have the resources as the federal
government did years ago to make olesale grants for infra tructure. The governor feels
that you should pay for what you get, but in some distressed ireas we can assist in ilwering
that cost as much as poss,ole.

I am a firm believer in cooperation. An example of that has occurred in South
Carolina. About 60 to 65 percent of our legislature is Democrat. We have u Republican
governor who is the second Reppl-licar. governor in the last 100 years. Obviously everybody
is not great friends. Nonetheless, the governor introduced five pieces of legislation last yea
for economic development. Four of them passed unanimously, and we ran out of time in

Infrastructure is beyond water and sewer
systems, it is much broader than just roads.
Some major piece of that infrastructure is
education, and we argue that it is the entire
educational system that is important, not
just kindergarten through hvelfth
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the session for the fifth one. We have an attitude in South Carolina that economic
development is above partisan politics, and that was demonstrated.

We also feel very strongly that infrastructure is beyond water and sewer systems; it is
much broader than just roads. Some major piece of that infrastructure is education, and
we argue that it is the entire educational system that is important, not just kindergarten
through twelfth grade. Many states, South Carolina included, have taken tremendous steps
in improving that K through 12 system, but it goes beyond that. There is need for flexibility
within the K through 12 system to take into account the differences between the rural and
urban communities. We have a rapidly changing ecorr)my, and t to K through 12 system
has to be flexible. In addit ion, we have to have a tech ical training system that fits in with

that system. There is a great need in South Carolina for technically skilled, literate
workers. Ic.. fact, we may have created our own problem. We have done such a good job
of encouraging existing business and new industry to come into the state that in certain
areas of the state we have borderline severe
labor shortages. That is a nice problem to
have, but it may backfire if we are so success-
ful in attracting industr- that we end up disap-
pointing them by not being able to deliver the
lal-,..-r they expect.

Last year I worked closely with the
Southern Technology Council in the area of
technology transfer and saw the opportunities
and barriers that exist in technology transfer
in the Southeast and the nation. In the rural
areas, these opportunities are immense. We
have to address the technology transfer needs
of she small and medium-sized manufacturing
facilities in those rural areas. Bob Henderson of our Research Authority defines high-
tech industry as one that will be here in five years. I think that is probably stretching it a
little bit, but the concept is not far off. Higher education is, of course, part of that
infrastructe'-. Son, thing that we take a great der of interest in is allocating more
resources toward adult illiteracy. South Carolina has aoaut 20 percent of its work force --
not of the unemployed or of those receiving Aid to Families with Dependent Children --
with less than a ninth grade education. As our economy rapidly changes and as technology
is introduced, those skill levels are going to go right through the roof if we encourage
industries to become competitive and maintain lag competitiveness. And we have ?A
percent of our work force that is not trainable. They not only do not have the new skills
that are necessary, but they also do not have the basic skills to 're trained in a training
scho'.1. So we have taken steps in that direction, just as other states have in the Southeast.
We cannot ignore the 20 percent that are reading at an eighth gade level or below.

In South Carolina we believe firmly that the key to a niral development policy is a
partnership between federal, state, and local government. We also feel strongly that the
partnership has to be between the public sector and the private sector in both urban and
rural communities.

Something that we take a great deal of int-
erest in is allocating more resources toward
adult illiteracy. South Carolina has about
20 percent of its work force with less than a
ninth grade education.
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State Role in Rural DevCopment Policy:
Western Region

The Honorable Dan Hauser
Assemblymn, California State Legislature

No matter wh "t additional programs may come down from the federal government,
the state's role will continue to be one that is critical and one principally of implementation.
In his opening address at this conference, Governor Andres suggested among other things
a restructuring of the community development block grant program. That is d program
that has been around for some time but has in many cases been somewhat inefficiently run.
In California, the community development block *ant program has been administered by
the Department of Housing and Community Development, a state agency with a principal
role for construction of low- and moderate-income housing. Back in the good old days
when I was in local government, we had a tremendous dilemma whenever we went to apply
for a Cant through the community development block grant program. We always had to
decide what kind of grant we would apply for that year. For the most part, we knew that
the agency was certainly prone to housing, but occasionally someone would point out that
there should be some money in the program for economic development. If you guessed
right in the right year, you might get an economic development grant. For the most part,
however, submission of an economic development grant was a waste of time because
virtually all of the money was going to housing. Under the current administration in
Sacramento, we had a little better shot at
economic development monies, but we felt
strongly that some changes had to be made Li
the law. So last year I carried legislation that
finally passed after a lot of negotiation. It
puts the economic development set-aside
under the Department of Commerce, an
agency that hopefully thinks a little bit about
jobs. More importantly, the legislation
provides for a 10 percent technical a,,istance
portion to the grant recipien's to get that
expertise out into the communities.

What else can be done at the state level?
On their own initiative states can provide for
rural economic developmeut. About four
years ago our governor made his first trip around the rut.' portions of the state and saw
that the sawmills were closing and the farms were facing foreclosure. He came back to
Sacramento and said, "There is a problem out there and we have to do sorr tithing about
it, so w"., are going to have a Rural Renaissance." We jumped on the idea, and I carried
legislation dealing with the Rural Rem .r.sance. We wound up having to compete not only
with the legislative process but also -it.. the administration. The governor and I happen
to be of different parties, 'nd the t, ,vernor does not like legislators of the other party
carrying important legislation. The Rural cenaissance in California does recognize that
there are significant problems in the rural areas. What we were able to negotiate was a
program of grants and loans to local communities for construction of infrastructu directly
tied to the creation of new jobs. This year we modified it a little bit by allowing the panel
that makes the decision on those grants and loans to have a little bit of flexibility to be
somewhat speculative. If they seriously think that the construction of a water line, sewer
line or street will bring in new jobs, then they do not have to have the exact firm tied down,
but they have to be very close to having the firm. That was supposed to have been a
multi-million dollar program -- $37 million. In our legislative process, however, that figure
was whacked down to about $10 millior, and further slashed the first year to zrty it $7.5

If you threat ,n the ,,rban cent. -s by threat-
ening to take away meney or priorities, you
are going to lose. If you point out that what
you are really doing is helping the entire
state and helping rural communities to help
themselves, then you can be successful.
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million. Each year we go through the battle of trying to get any funding into the Rural
Renaissance Program. Thus far it has been about a $20 million program and that is in a
state that has a $44 billion budget. So you can see the priorities that are set on rural areas
by the legislature.

What I really want to discuss is the politics that will be involved in rural development
in any of your states. Even though many of your states have a larger percentage of rural
Population than California, in every case that rural population is less than 50 percent. That
clearly means that your legislative domination or at least legislative majority is going to
come from the urban areas. Now granted, as I say, California has a lower percentage, but
there are still more than two million people in California who live in rural settings. In

some of those areas, economic development is not the most critical issue; growth control
is. Many of those rural counties find themselves adjacent to or within what some people
think is commuting distance to the job base in Los Angeles or Orange. Not too many years
ago, Riverside County would have been considered a very rural community. Today,
because of the cost of housing, there has been a tremendous boom in Riverside County and

a tremendous population growth with a lot of people spending a couple of hours each way
every day commuting to those wonderful jobs
in Orange County. Those growth counties
have a different set of circumstances than
counties like Del Mar County on the north-
west coast. It is as isolated as any county in
the state. To seek an economic solution to
their isolation and dependence on a single-
industry economy (timber), Del Mar actively
recruited and secured a major maximum
security state prison. That is their economic
development. Things have to be pretty des-
perate when you are out recruiting pusons.
We do have counties in California that are
recruiting try to get prisons.

I need to st ess one additional point. Urban legislators are going to dominate any
rural economic development program within your state. In our rperience, especially
regarding the Rural Renaissance, there were tremendous trade-offs because of that urban
domination, trade -offs to get the votes and to get the legislation throuli the process. In
our state, any legislation that has money within it requires a two-thirds ote of both houses.
That is a tough task, especially when roughly one-third of the legislature comes from Los
Angeles County. Those legislators, while potentially sympathetic to our concerns, are
certainly much more sympathetic to their or II districts. If they perceive that something you

are doing to increase rural opportunities is going to take away from their district, you are
going to have a tough fight. 'fhe primary argument we used was that urban counties
subsidize rural counties, particularly through social programs. In California the education
system is virtually fully fl ded by the state of California with very little local funding
involved. Because of the economies in rural districts, the wealthy urban counties have to
subsidize in great part that rural education. It certainly has to subsidize health care, tue
Aid to Families With Dependent Children program, and all of the other state social
services. So that subsidy asp..ct was certainly one that we used as leverage and as an
arguing point. We also had to give in many times just to get the necessary vote. The
chairman of one of the key committees happens to represent Monterey County, wl ich is

where Carmel is located. Carmel is Clint Eastwood's hometown and for the most part is
not very rural. It is a big city and very prosperous. The county is also very prosperous, but
it is the home of the committee chairman. He decided that there was a little bit of
countryside in the east part of that county that looked rural to him, so it was included in
the bill. We also needed the vote of a legislator from Riverside County, which as I
mentioned earlier is one of the fastest growing boom counties in the state. The legislator
from there decided the eastern half of Riverside was ,ural, so they are eligible und3i the
program. We almost had Lo; Angeles County because they pointed out that there is some
vacant land there, too. We were able to resist that one. That is what I am saying. There

The nrimary argument we used was that
urban counties subsidize rut al counties,
particularly through social programs. That
subsidy aspect was one we usee as leverage
and al an arguing point.
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will be a lot of trade-offs. The bottom line is: If you threaten the urban centers by
threatening to take away money or priorities, you are going to lose. If you point out to the
urban centers and their representatives that what you are really doing is helping the entire
state and helping rural communities to help themselves, then you can be successful.

The state role is a key one of implementation and coordination. I strongly suggest
that we not wait for the federal government to act. Take ideas from this conference back
to your own state legislators and put them in place. Those ideas can be expanded if there
is additional federal money, but having the program already set up will make it much easier
zo finally put it all togethei.
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Local Role in Rural Development Policy:
North Central Region

Kaye Braaten, County Commissioner
Richland County, Barney, ND

While listening to one of the previous speakers, I was once again aware that yet
another area of the partnership between federal, state and local governments is
deteriorating. By this I mean that much of the responsibility is shifting to the local
go' crnment. I do agree, hov.ever, that unless the local citizens support rural development,
no amount of federal or state dollars will result in a success story.

When I was asked to speak here today, I asked for information about the subject from
several people that I respect. I received lots of information but later real ( d that it is only
a small amount of the worthwhile, well-done research on the status of rural . Anerica today
and the vision of what rural America might be for the next generation. The reality is that
technology is once again ahead of the humans who use it. The first objective stated in the
flier describing this workshop is to identify the most critical rural development policy issues
and options. Research papers show that this nation's elected officials, beginning at the local
level and continuing all the way to the White House, know what the most critical rural
development policy is.iues are, and we all know the options. What we must do now is move
past that point and begirt to address the other objectives listed in the flier. We must begin
at the local level to inform a:id educate the rural leaders and the public about these issues,
options and consequences and to prioritize the
most effective applications to each rural
community. To no that we might need to start
speaking in plain, straight language.

The next v.-:.arkshop objective says that we
must reduce fragmentation, increase com-
munication and begin building a consensus
between and within levels of government and
with others working in rural development.
What this statement really says is this: We in
this nat:ln, including those of us who live in
rural America and are part of that governing
system, must begin talking to each other. We
have to girt spending so much time fighting
each other. We have to stop defending our
own turfs. We have to realize that we are all suppose to f on the same team. If we don't
realize that, we are going to end up out of the playoffs for deciding the future of out own
counties and our own hometowns.

We in local government have to have db., courage to start telling our citizens the
reality of reduced revenue, that there are only so many ways we can slice up the same size
pie. We have to say that Uncle Sant cannot come bail us out because we are Uncle Sam.
We have to stop trying to improve on the past by rewriting and reliving those nostalgic
good old days and focus intensely on our responsibility as zlected officials and as individual
citizens in rural America. It is time for all of us working together to decide what kind of
place our great-grandeildren get to have as a hometown, as a school, as a county. That
is an awesome responsibility, and we need to stop avoiding making those decisions, no
matter how burdensome some of them ^se. Once we decide what kind of life we want to
have as rural Americans, what kind of rural America we want to be, we have to hold fast
to that vision and carry that message to Congress. Our challenge here is to help
bureaucracy move from tlic stage of discovering a problem exists to translating information
into action of some kind.

We in local government have to have the
courage to start telling our citizens the
reality of reduced revenue, that there are only
so many ways we can slice up the same size
pie. We have to say that Uncle Sam cannot
come bail us out because we are Uncle Sam.
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It is the responsibility of local governments--be it city councilt, county commissions
or school boards - -to work with the Extension Service to educate ...Ili inform not only the
general public but also other ejected and appointed officials of our local governments.
Technology enables us to stLuy issues with a thoroughness and a speed that leaves us, the
people who use technology, so overwhelmed that we become paralyzed and unablc to move.
r 'hen report after report shows a serious deterioratir_ in our rural infrastructure, we
cannot seem to take the needed action. We fail to take that information, with hard facts
and figu-es, to our citizens and seek their assistance in finding new solutions, not simply
rewording old solutions that did not work. Instead, we are more comfortable forming one
more committee to study the situation. If we keep reinventing the wheel, we will never
draft a national rural policy .o guide us. We will continue to react to crisis rather than act.
Yet, if we are to survive as a strong rural America, a rural America that contributes to this
nation's strength rather than remaining as a permanent item 1 the national fix -it list, we
must become decisionmakers rather than decision-avoider.:. Vie are responsible as citizens
to reduce that long national fix-it list, and we cannot do that if we exp. i our time,
resources and energies in reinventing the wheel, in improving the past. Bureaucracy too
frequently is a system that studies, a problem, holds symposirms on the symptoms of that
problem, reviews all it knows and all it discovers, and then thinks something has been
changzd.

There is something in us that seems to love committee:. ....;-d task forces. When the
reality of this summer's drought hit, we reacted by forming conimittees of all kinds and at
all levels of government. For many reasons, however, we were able to move from the study
phase to the action phase in record time. Congress passed a drought-assistance bill. The
President signed it. Now time will reveal any inadequacies of that bill. I can promise you
that we in rural America will rew. :te that bill in small town cafes all winter, but we
witnessed as a nation that this country's system of government, beginning at the local level
and reaching all the way to President Reagan's desk, can indeed move with speed.
Technology and bureaucracy, elected officials and the public, moved in tandem toward a
definable, achievable, short-term goal -- the drafting and pas ..2,e of drought-relief
legislation. That, I subn it, is what must happen here. A national rural policy must be
created 'sit this worksh .ip is one step in a long journey. While some say we need a new
national rwal policy, J am unsure that we
have ever developed any real rural policy as
a nation. History seems to show that rural
America has more often been a political
football in a basketball game. The result has
been one of general confusion and much
milling about in circles and loops since it is
very hard to figure out what the goal is when
everyone is not playing the same game.

During the recent years of the
agricultural recession, the liction of a Itrzlthy
farm economy guaranteeing a healthy rural
America -- complete with thriving rural
communities -- was stated as the gospel truth.
To question that statement was to sound
disloyal. A paper appearing in Rural Development Perspectives, a USDA publication,
reveals that such a concept might be more myth than fact, more dream than achievable
goal, more wishful thinking than possible reality. The paper is entitled "What's Ahead for
Farm Areas Specializing in Export Crops?" and provides informatior demonstrating that
while nationwide farming generates 80 direct agribusiness jobs tor every 100 farm
production workers, many of those jobs r e located far from the far.n gate. In fact, only
54 of those S9 jobs are located in nonmetto areas.

The promotion of commodity exports was presented a; part of the solution to both
the social ills of rural America and the economic distress. The reality is that o: :hose 89
jobs generated off the farm by agriculture, only 26 are generated in farm export counties.
The area hit hardest by the agricultural hard times consists of areas designated as farm

While some say we need a new national
rural policy, I am unsure that we have ever
developed any real rural policy as a nation.
History seems to show that rural America
has more often omen a political football in a
basketball game.
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export counties. Those counties are home to grain fa' his, farms that must rely on being
part of the global grain market to achieve profits. Those profits are important to the
overall economy of that area and this nation. Thus, an agricultural policy that helps
promote exports is important. That policy, however, will not solve the problems of rural
America. A decrease in exports will hurt us, but let's not assume that an economically
strong agriculture will solve all the ills of rural America. That assumption distracts us from
facing the reaLties we must face. Local governments could begin by becoming more
informed about the relationship of agricultural policies and rural America.

The major rural development problem cited for the North Central Region is
leadership. While an improved farm economy might slow the outmigration of our young
from rural America, it cannot completely solve the leadership issue. We need to develop
leaders who have the courage to deal with reality, to know what is possible., and to know
what can be improved and what cannot be done. Then those leaders must fight to make
those possible changes happen, even if being
a good leader makes them unpopular and
unelectable the next time at the voting booth.

We need to develop leaders who are not
trapped by the longing to restore a rural
America that is guile and vlio are willing to
iape the rural America we want to become.
., e need leaders who are more intereste.. in

leading than in being popular. And we heed
leaders with enormous reserves of energy and
enthusiasm because the reality is that this
region has never been overpopulated in out
rural counties. Our leaders are called upon
to carry very heavy loads and they need
support teams in order to help the citizens of
their counties to start shaping their destinies
as thoy work to coordinate and cooperate with
other governmental agencies. I have a strong belief that people are capable of doing just
that. I believe that 'when we as elected officials take the time to present the public with the
documented facts and do so in an orderly manner, they will respond positively.

Voters in Richland Cot.t-ty (ND) provided an example of just such a positive response
last June during the primai election. We did a two-year road and bridge study in
cooperation with the state higuway department and educated the public. We asked them
to completely change our farm-to-market road mill levy and raise their taxes by five mills.
In the middle of the drought, this goal was achieved. This is an example of how all of us
-- leaders and citizens -- worked together to write a plan for our own future.

There are school districts that are working together in a similar fashion. In a large
block of counties in Western Minnesota, school districts have bonded together to form an
educational di strict. This is an example of school districts combining their efforts to
provide educational opportunities that are beyond the reach of an individual school district
due to financial restrictions and various other limitations. The Richland County road and
bridge plan is another example of citizens confronting the reality of limited funds to achieve
desired goals. Counties and school districts cannot operate with budget deficits.
Expenditures must match revenue. In rural America that reality is requiring all of us to
adjust to reduced expectations. For Richland County residents, th.. meant -,ccepting the
fact that same farms would never have a hard-surfaced road at the end c he driveway,
even when that farm family had been told 20 years ago that the gravel read eventually
would be black-topped.

A county commission has few options to consider when told that the revenue to meet
budget needs is just not there. Many of our expenditures are mandated by the federal cr
state government without accompanying revenue to cover all the cost. We cannot reduce
those mandated expenditures. We heard the previous speaker talk about counties taxing
for economic development. We at the county level are having to add on mills for just the
basic needs of our counties. It's not that I don't consider economic development a basic

Economic development is one ready sugges-
tion offered by many to boost the county's
economy. I am suggesting, however, that we
need to avoid the simple;, quick solutions.
There are rural counties in this nation that
may lack the kind of environment required
for economic development.
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need, but we have now reached the level of taxation that the market will bear -- and that
level is whether or nut Kaye Braaten can get re-elected!

Economic development is one ready suggestion offered by many to boost the county's
economy. The improved economy will result in an improved tax base. I would never fault
that concept. Still, it is a concept that carries with it the assumption that every rural county
in this nation can attract new businesses and expand businesses already in place. I am
not sure if this is true, but I am not saying it is false. I am suggesting, however, that we
need to avoid the simple, quick solutions. There are rural counties in this nation that may
lack the kind of environment required for economic development.

In counties where economic development is feasible, county governments should br,dn
taking a visible leadership role. We must be invol 1,c1 long before the ribbon cutting at a
new plant. We need to work with those trying to attract new businesses. We need to be
active supporters of the businesses already in place and become keenly aware of the
business climate in our counties. Every failed business in any community weakens the
economic foundation of that county. We need to applaud the successes nd encourage the
beginners. Sometimes that encouragement must continue for a long time before the
business becomes a reality.

One of the major employers in Richland County, Minn-Dak Farmers' Cooperative,
is an example of just such a community effort. It took the combined forces of farmers,
community leaLers, private businesses and into, ;sled citizens more than 20 years to succeed
in making one dream become reality. That dream was for farmers to have the choice of
raising sugar beets as another cash crop in a five- to six-county two-state area, including my
home county. That dream included the building and operation of a plant to process those
sugar beets into sugar and by-products. Today that plant is a major employer in our area,
and the economy benefits by its presence. The
community benefits from the leadership of
the employees who have become strong
community participants and boosters. In
addition, our tax base has broadened.

Not content with this success, those
connected to this cooperative continue to
explore new ways to expand products and the
marketing of those products. There is no way
this plant will relocate in another community.
It is an example of growing your own
economic success story. The top management
at that plant has a reputation for concentrating
on today's goals while formulating tomorrow's. They use the past as a guideline, not as a
dwelling place. They also have the reputation for being straight shooters, for telling it like
it is. Management tells the employees the truth. The board tells its fellow farmer
cooperative members the truth, and they do it in straight no-nonsense language backed up
with facts -nd figures. I know be-,ause I ha,e worked closely with Minn-Dak as a county
commis& -er.

I want to close by saying elm Minn-Dak's success provides us with a strong message
on what our local role must b.: as county commissioners in drafting and implementing a
national rural policy. We 11111E use the past as a guideline, not as a place to dwell. We
must communicate in a strong, clear fashion and we all must work together. What we must
be is a government of the people, for the people, and by the people -- and that
commitment starts with ) .. and me.

We must use the past as a guideline, not as
a place to dwell. We must communicate in
a strong, clear fashion and we all must work
together.
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Local Role in Rural Development Policy:
Southern Region

The Honorable Gerald Thompson
Mayor of Fitzgerald, Georgia

My community is somewhat of a case study in rural development. Fitzgerald was
settled in 1896 and did very well for a long time. Then 25 to 30 years ago it went into a
serious decline. When I became interested in rural development, Fitzgerald had three
major industries: agriculture, a cotton mill, and a railroad shop. The cotton mill had the
general sickness that all cotton mills had 20 years ago before they went out of business.
The railroad shop nad the same problem that other railroad shops did, and that was the
consolidation of railroads and facilities. They consolidated the Seaboard and the Atlantic
Coast Lines and moved the shop facility to Waycross, Georgia. So I got together a number
of my friends and we decided to do one of two things: leave or get some rural development
started. We chose the latter and got a group together that was committed to rural
development. To me, a practitioner, rural development really means rural economic
development.

There is a common thread that runs through everything that has been said here today,
and that common thread is enlightened leadership. All of these other things can be added
if you have enlightened leadership. Remember I told you that I got together a group of
community people. No one person can do it alone. Fitzget ild is a town of about 12,000
to 15,730 people; a county of about 20,000;
and a trade and job center for bout 40,000.
We have located 37 induct:: the town in
the last 20 years and Ot. r shopping
centers, two industrial part airport, a
high school, two elementary ,ls, a large
public library, a civic auditorium, two jails, 150
commercial establishments, two banks, a vo-
tech school complex, and on and on. But we
have been the exception rather than the rule
in rural development in South Georgia. We
do not have an interstate highway or even a
four-lane highway coming into or going out of
Fitzgerald, but we have developed enlightened
leadership and a group of people who are
willing to sacrifice. Now there is one of the problems. Not enough people are willing to
run for public office because they have to put up with a bunch of foolishness to be a public
official nowadays, particularly in a small community. In Atlanta you can isolate yourself
like Andrew Young. His plane lands and his limousine picks him up before he gets into
the station, but in rural communities everybody sees you walking down the street to the
office. They stop you and talk; sometimes they get mad and rude. But we must have folks
who are willing to sacrEice and run for public office.

You can be a part of a leadership team and not be the chief executive, h'It the chief
executive has to be a part of that team. Without him, you cannot do a lot A things that
you can do with him. You must have someone with the ability to lead in that group
someone that can get the community to accept change. All of us have a tendency to want
things to stay the same. The ether day I had to close one block of Johnston Street so the
shopping center could extend across it. I thought I was going to get lynched. Community
residents did not use the street but they wanted that street anyway. It had been their street
for 75 years, and they did not want to change. Probably not more than 25 cars a day went
over that street. It was just resistance to change, but we must have change. Nothing is
constant except change.

There is a common thread that runs
through everything that has been said here
today, and that common thread is enlight-
ened leadership. All of these other things
can be added if you have enlightened leader-
ship.
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In addition to enlightened leadership, a town must have some folks with a positive
attitude about the community in order to develop it. I am reminded of the man and the
lady who got married and came back from the one-day honeymoon. The gentleman was
a little bit negative and said, "Now honey, while we have :en together I have seen a few
little defects about you that I want to point out." She said, "You go right ahead because
it is those defects that ki.pt me from getting a decent husband." Don't listen to negative
people. There will always be a crowd of people who will tell you that you cannot do this
or that and no one has ever done it that way before. I like the old commander who said,
"We are surrounded; don't let a one of them get away." That is a positive attitude. You
must have the ability to identify problems and set plans and goals. That is important.
Once a year in my community I get all the leadership -- medical, school, industrial,
community -- together for a weekend and say, "What do we want our community to be?"
We sit down and decide, and then we amend our policies and come out with a plan. The
next year we try to follow that plan. We do not always achieve it, but we come closer than
if we did not have the plan. You have to
make plans, set goals and objectives, and
identity problems. You must know where you
are going. A lady called my fire department
the other day all excited because her house
was on fire. She said, "My house is on fire;
come quick." Then she hung up the phone.
The firem:.n dialed her back because we
always get the number. He said, "How do we
get there?" She answered, "Ain't you still got
them little red trucks?" So you have to know
how you are going to get there -- goals, object-
ives, and plans.

Enthusiasm must be a part of those plans
and goals and a part of the leadership. he
sting on a honey bee is one-eighth of a ,nch
long. The rest of what you feel when he socks it you is enthusiasm. Then we must add
commitment, determination, persistence, perseverance, resolution and resourcefulness.
In a small town, we really have to be resourceful because we do not have much money.
We have to do the best we can with what we have here and now. If we develop this
enlightened leadership that I am talking about, then we can provide that pro-business
attitude in the community and the physical resources that we need with the help of the state
and federal governments. The local government cannot do it alone. Sonic things require
a joint effort, such as access to capital. A number of the previous speakers have talked
about the fact that development is harder when a community is far away from an economic
center. Obviously it is, and we must develop a network of mini-urban centers like
Fitzgerald to furnish jobs and capital for three or four surrounding counties. All
communities will not survive. Some of them need to die. To develop tnis network of mini-
urban centers, we must have cooperation and assistance from both state and federal
government.

We must develop a network of ..iini-urban
centers to furnish jobs and capital for three
or four surrounding counties. To develop
this network, we must have cooperation and
assistance from both state and federal
government.
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Local Role in Rural Development Policy:
Western Region

Bill Hansell, Umatilla County Commissioner
President, Association of Oregon Counties

In response to the paper on "Developing a Comprehensive Rural Policy " I will
emphasize threc zoncepts: partnership, flexibility, and delivery. When I tiunk of
partnership in this context, I am reminded of the farmer many years ago who was taking
his bride home on their wedding day. As they made the trek of several miles in their
buggy, the horse tripped. The farmer quietly said, "That's one." The horse tripped a
second time a few miles later and the new husband said, "That's two." When the newlyweds
were a mile from their new home, the horse tripped a third time and the farmer said,
"That's three." Then he reached under the seat, drew out I rifle, and proceeded to shoot
the horse dead.

What in the world have you done: screamed the new bride. "That was the dumbest
thing I've ever seen."

"That's one,' came the reply.
All too often this is the kind of partnership that the state and federal governments

impose on us at the local level. We are frequently left out of the policymaking process,
program implementation, and future development considerations we dare to
question a program, "that's one" is the typical
reply. All we have to do is look back over
the history of federal policy and programs ou
rural development, and we observe one failure Local governments must be included at each
after another. I contend that this failure is and every juncture of a rural developmeedue to the lack of effective partnerships.
Local governments must be included at each policy if it is to be successful.
and every juncture of a rural development
polir :f it is to be successful. I am very
pleat that the organizers of these four
regional workshops realize this and have
included local go. rnment participation.

What are the ingredients to help make this partnership effective? There needs to be
communication, consideration, commitment, and competency.

Communication. Oregon has a citizen legislature that meets six to eight months
every other year. Those of us in local government wait with fear and trepidation
not knowing wi they will do to us. As they say, no one's life, liberty, or property
is safe while the legislature is in session. One of the main reasons is that there is
an absence of adequate communication. Local governments are not asked for their
input. State and federal bureaucrats often do not seem to care what we thin} . It
appears that our input is not perceived to be all that important or valuable. To
make matters worse, some legislators seem to feel that local officials cannot be
trusted. That kind of attitude will never forge an effective partnership. Only if we
seek to open he communication lines, and use them, will we promote an effective
partnership.

Consideration. We sometime. joke about the familiar line, "Hi, P. om the
government and I'm here to h ,:p." Federal and state governments can help only
when there is ample consideration of local knowledge about local conditions. A
partnership for rural development policy will be effective only to the degree that
'cal input is seriously considered.
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Commitment. There must be a commitment at each level--federal, state, and
local--to make this partnership work. Only as we work together, committed to
rural America and its needs, will effective programs be hammered out. If any
member of the partnership has a condescending attitude toward the other partners,
we writ experience serious problems. Local, state, and federal leadership must be
committed to the program and to each level of the governmental partners. Right
now there are over 30 individual federal agencies implementing rural development
programs. This situation makes it difficult, if not impossible, to form a
commitment in an effective partnership.

Competency. State and federal policymakers must realize that local government
is competent. I realize in making this statement that exceptions will come to mind.
Not every local official is competent just as not every state and federal official is
competent. I also realize that competency is relative and no one is competent in
all areas.

But my experience has taught me that the competency level of local government is at
least equal to that of any human institution. The leadership is there. These elected
officials have had to go before their fellow citizens and have been placed there by them.
Local government has its finger on the pulse of the community. It is the most accessible
level of government; and, believe me, the citizens do access it.

You may find it interesting that in Oregon the trend is to move from the state
legislature to the courthouse, not the reverse. We have several former state legislators who
are now elected county officials and only one state legislator who prey.- !sly served as a
county commissioner. I can speak with authority that in my state the competency level of
local officials is very high, and I'm sure that is true in other states as well. If the state and
federal policymakers will recognize this fact and make use of it, a strong partnership will
ensue. The partnership of which I speak will
be strong and effective if tie components of
communication, consideration, commitment,
and competency are present. If a partnership
with local government is not developed, I can
almost guarantee that any rural development
program will fail.

Secondly, I would propose that there
must be flexibility. As has been correctly
pointed out, rural America is a very, very
diverse kettle of fish. The problems are not
uniform. As Dr. Pulver stated in his
presentation, "Rural development policy must
be sufficiently flexible to treat problems as they exist, where they exist." Of the 3,106
counties in this country, more than 2,400 are nonmetropolitan in character and 702 of them
are totally dependent on agriculture. Even though the economic base of most local
governments is the property tax base, there is a tremendous amount of economic diversity
within and among the rural regions of the country.

In my home state there are 36 counties. With the exception of one, all are basically
rural. Each county would have one or two major incorporated areas, but outside those
communities are vast expanses of rural acres and rur,.. communities. Oregon's diversity is
truly amazing. From the highly productive truck farms of the Willamette Valley (which,
by the way, was the terminus of the Oregon Trail) to the grain production lands of the
Columbia River Basin, to the dairy region of the coastal grasslands, to the cattle and sheep
production of the high desert plateaus, Oregon is diverse. If we were in the process of
creating a rural development policy just for Oregon, it would have to be flexible. You
could not do it if you tried to create programs out of the same cookie cutter.

That problem is greatly compounded when you move to the national level. I am a
member of the Agriculture and Rural Affairs Committer for the National Association of
Counties. We have local officials on that committee from all over our great land. Because

Of the 3,106 counties in this country, more
than 2,400 are nonmetropolitan in character
and 702 of them are totally dependent on
agriculture.
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of our diversity I sometimes feel the committee members are about as together as "hogs
on ice." It comes with the territory. Rural America is diverse and an effective rural
development policy must recognize this. There has to be built into the policy adequate
flexibility to accommodate local variation. Sometimes this is the most difficult request
asked of state and federal agencies. It is much easier to have one size that fits all. That
way you do not have to think as much. Everything tends to be cut and dried. Nothing will
shoot the horse in the head quicker than to create a program where local needs,
demographics, and trends are all lumped together in some kind of national average. Basing
everything on national average will only produce an average program at best. If, as I stated
earlier, an effective partnership can be formed, then flexibility will strengthen the program.
To have the capacity to adjust, modify, or implement certain aspects of a policy is vital.
Individual county needs are so different and diverse that success will not be possible
without significant impact, leadership, and direction from local officials.

The third and final concept I want to emphasize in my response is that of delivery.
After we form a partnership and have a program that can be adapted to local goals and to
objectives based on local need. then we can begin to deliver. This is the point at which
local government can be of tremendous hdp. Not all county governments have the
capability to deliver, but the vast majority can and will if given the chance. You can have
the very best rural development policy ever
developed, but if the delivery of that policy is
faulty, then the program will fail.

In most cases I have no problem with
local governments being asked to deliver the
program 1Eand only if- -these state or
congressional mandates are accompanied by
adequate funding. We can do a superior job,
but we need sufficient resources.

I am not suggesting that state and federal
government be excluded from implementation
or delivery of a rural development policy. All
levels need to be included, but it is the local
governments that have the grassroots
connections in rural America. If local
government is excluded from or given very little part in the delivery of a rural development
program, it may prove to be a fatal shot. Local governments can speak for the rural areas
in ways that no other entity can. We are located in rural America. We are the first level
of government and know best the needs and problems of our areas. Let us be a part of
the delivery system wherever possible. The federal government must realize the necessity
for local government to be involved in federal policymaking and must constructively support
and help finance rural development policies and programs.

Neither federal nor state governments can afford further declines in rural America.
This country was built on agriculture, and its rural communities will continue to be vital to
the American way of life. Sound public policy will occur if a strong viable partnership with
local government is built, if a flexible program is developed with the capability to adjust to
diverse needs, and if local governments are actively involved in the delivery system of that
policy. Working together we can help rural America and the citizens who live there. Too
much is at stake to do any less.

Sound public policy will occur if a strong
viable partnership with local government is
built, if a flexible program is developed with
the capability to adjust to diverse needs,
and if local governments are actively in-
volved in the delivery system of that policy.
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Toward a Comprehensive
Rural Development Policy

Ronald D. Knutson, Texas A&M University
Glen C. Pulver, University of Wisconsin
Kenneth P. Wilkinson, Pennsylvania State University

Rural development involves public and/or private initiatives to more effectively utilize
and employ resources for the betterment of the rural community and its residents. This
series of articles has explained alternative rural
development policy initiatives to facilitate
effective utilization and employment of
resources. The emphasis has been on federal
policy initiatives because of the role that the
federal government can play in removing
inequities, realizing economies of size where
they exist, paying for program benefits realized
by society in general (as opposed to state or
local benefits), providing pol icy lea dersh ip, and
coordinating rural development programs.
This emphasis is not meant to minimize the
key role that state and local governments play
in developing, mobilizing, implethenting, and
financing rural initiatives. Instead, the
discussion has been designed to identify major problem areas that remain after state and
local government initiatives have been considered and to suggest ways that the federal
government can play a part in removing road blocks to progress.

Over the past three decades many rural
economies have tended to decline regardless
of the level of farm income. This does not
mean that agriculture is unimportant. It
does mean that rural development policy is
much broader than agricultural policy.

Conclusions Reached

These papers have drawn a number of important general conclusions regarding the
process of rural development and the beneficiaries of the development process. They have
also revealed some important myths. Some of the major conclusions include the following:

Rural development is broader than just agriculture. In some rural areas, farming
and related input and product processing industries constitute a majority of
economic activity. But in a larger number of rural areas, agriculture is a relatively
small portion of employment and income generation. Over the past three decades
many rural economies have tended to decline regardless of the level of farm
income. This does not mean that agriculture is unimportant. It does mean that
rural development policy is much broader than agricultural policy. In fact,
agricultural policy is not explicitly treated in any of the papers. This recognises
that farm policy cannot solve rural coninzulity problems. In addition, farm
policy is sufficiently complex to be treated as a separate issue.

Rural development policy has a broader focus than the local community. Rural
problems extend across the countryside and beyond, affecting entire states and
regions with spillover effects on urban areas. Rural development policy, therefore,
can influence economic activity, employment, and demands for social services far
beyond the rural community. Thee broader societal effects justi fy a role for
the federal government.

Rural problems are not uniform. They have many unique local and regional
dimensions. The regional planning committees for these workshops consisted of
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rural community leaders and academics who identified the major rural
development problem as being different in each of the four regions:

Northeast: managing change
South: quality of rural education
North Central: leadership
West: public lands management.

Even within regions there are substantial differences in the nature of the problem. For
example, public lands management problems in the West are interspersed with issues of
public service to a sparse intermountain and Great Plains population and controlled growth
in densely populated coastal regions. An important policy lesson results: rural
development policy must be sufficiently flexible to treat problems as they exist,
where they exist.

Rural development problems, generally, are the most difficult to deal with in areas
remotely located from population centers. An early study in agricultural economics
by a Nobel prize winning economist found that farm incomes tend to be higher in
rural areas having proximity to urban-industrial complexes. Such centers of
economic growth and employment continue to provide off-farm job opportunities,
support real estate values, and bolster economic activity in the surrounding
community. Rural communities not in a position to enjoy a favorable
economic impact of nearby urban growth have greater difficulty coping
with declines in employment and
income. The best educated rural
youth have a greater propensity to
move to locations having more job
opportunities and higher incomes.

Trade-offs are involved in virtually
every policy and program decision.
Given the constraints on budgets at
every level of government, a dollar
spent in one area cannot be spent in
another. Issues of priorities, there-
fore, become critically important.
Often these trade-offs involve choices
between treating what is perceived to be i
longer-run concerns such as education.
untreated, permanent economic decline a

Perhaps the most difficult issue in rural
development policy involves when to help a
community grow versus helping a commun-
ity gracefully decline with a minimum of
pain.

mportant immediate problems versus
Yet, if the longer-run concerns go
nd /or inequities become inevitable.

Every rural community must change. In the past age of smaller farms, large
families, poor roads, less communication, less technology, and fewer economies of
size, -nore rural communities were needed. To a degree, the decline in rural
communities reflects the economic realitit,s of change -- much like the decline in
farm numbers, the corner grocery store, or the independent hardware store. A
basic policy choice involves whether to preserve rural communities ( places)
or to develop programs designed to help rural residents adjust to change.
Choosing people over places may mean expanded retraining and even relocation
programs. The alternative may be to locate business in a community where it is
almost certain to fail and/or require permanent subsidies. Yet the people who
remain behind in declining communities cannot be abandoned. Perhaps the most
difficult issue in rural development policy involves when to help a
community grow versus helping a community gracefully decline with a
minimum of pain.
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Need for a Comprehensive Approach

The foregoing conclusions serve to illustrate the complexity of the rural development
problem. These papers have discussed the dimensions of various federal policy alternatives
for dealing with specific rural problems -- income and employment, education and
retraining, poverty, health care, natural resources, and rural public services. These
problems, however, beg for a comprehensive approach because tackling any one problem
will not revitalize rural America. Such an approach must place emphasis on attacking
problems as they are in their local, state, regional, or national dimensions.

Past federal rural development policies, while well intended, have not
effectively put the pieces together. In the Johnson Administration the emphasis was
placed on federal intervention to meet specific national goa'... The Nixon and Ford
Administrations viewed the solution to the rural development problem as raising farm
income. The Rural Develooment Act of 1972 held substantial potential for dealing with
issues such as rural p!annit ; and infrastructure development, but it suffered from a lack
of follow-through in fundini, and support. When farm income rose, the rural development
problem was considered solved. In reality, all that changed were some of the
symptoms; the cancer on rural America was still there, only to spread more rapidly
and insidiously when farm income fell in the 1980s.

In the 1980s, the responsibility for rural development was overtly shifted from the
federal to the state and local levels. The federal policy became one of state and local
responsibility with reduced federal leadership, support, and funding. A combination of
adversities in rural America (including but not limited to the crisis on farms) led to
reduced tax revenues in the face of increased demands for public services to control drugs
z--ncl crime, to improve the quality of education, to clean up the water supply, and to
improve the ability of rural health delivery systems to serve an aging population. This is
the situation in many rural communities in the late 1980s.

Toward a Comprehensive Rural Development Strategy

The key to any effective government policy is a set of clearly defined goals. Since
many public and private age -icies, firms, and individuals are ;.volved, there must be
recognition of the roles and responsibilities of each. There mu. t also be leadership for
change.

Leadership

Without leadership, a continuing
deterioration in rural living conditions is
most likely outcome. Both private and public
sector leadership is essential to get momentum
for finding solutions to rural problems.

An integral part of pubic sector
leadership involves government programs --
local, state, or federal. In times of tight
budgets, it has become popular to suggest the
need for government initiatives without
increased expenditures. Such a strategy is
clearly not sufficient to deal with today's rural
problems. As indicated previously, rural programs need to be flexible enough to deal with
specific problems. Potential policy inconsistencies must be closely monitored, minimized,
End /or dealt with. For example, rural retraining and education policies must recognize the
potential for outmigration and economic decline. Long-run follow-through is essential: A
well-conceived program for which hopes and optimism flourish only to be dashed by the
lack of long-run support can do more harm than good. Rural education and health care
programs particularly require long-run support.

A well-conceived program for which hopes
and optimism flourish only to be dashed by
the lack of long-run support can do more
harm than good.
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Goals

Policy implies purpose. All too often programs are established without goals being
explicitly specified. The result is both little guidance for the bureaucrats charged with
implementation and the absence of standards by which program performance can be
judged. In the first paper in this series, four rural development policy goals were suggested:

Make rural areas a viable economic partner for the benefit of both rural and urban
residents.
Improve the quality of services (public and private) in rural areas.
Reduce the vulnerability of rural areas to sudden changes in technology, markets,
and the overall economic environment.
Sustain the usefulness of rural resources for the benefit of current and future
generations.

Roles

These goals can be satisfied in varying degrees by local, state, regional, or federal
government action. The desire is often expressed to keep government initiatives as close
to the local level as possible. However, some problems cannot be effectively and efficiently
solved by local or state action alone. The kcy is one of fitting the level of action to that
required to solve problems. Jurisdiction for program :Ind the cost of implementing them
generally rests with those who enjoy the benefits of t' e program.

Local governments have traditionally had the main responsibility for providing
education, infrastructure (utilities, roads, police and fire protection), health, and
social services. Many local governments are also involved in activities explicitly
designed to attract business and industry.

State governments have traditionally been responsible for dealing with problems
that are broader than local communities. Highways and higher education are
obvious examples. States also have tended to play increasingly important roles in
supporting primary and secondary education, health, and social services. This state
support is crucial to providing a more uniform base of support and opportunity
from which everyone benefits.

Federal government involvement in providing solutions to rural problems has been
justified in the papers on the basis of exercising leadership in solving complex
regional or national problems, coordinating programs across agencies and levels
of government, removing market imperfections, remedying chronic inequities,
distributing the costs and benefits of development activity equitably, increasing
rural productivity and competitiveness, achieving efficiencies not attainable by state
and local governments, and balancing revenue-raising capacity (Table 1). Some
problems simply cannot be effectively addressed without federal involvement.

Yet it is seldom necessary for the federal government to pick up the full cost of rural
development. This contrasts with the farm problem which can only be effectively dealt with
by the federal government because of the predominance of national and international
markets. Since the benefits of rural development tend to be realized by local rural
residents and by the general public, some federal-state-local sharing of the costs of rural
development programs can generally be justified.

Federal Rural Development Policy Alternatives

At the federal level, rural development policy begins with creating an overall national
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Table 1. Justification for a Federal Role in Rural Development Policy by Problem Area

Income and
Employment

Education
and

Retraining

Resources
and

Environment

Rural
Health
Care Poverty

Financing
Rural

Services

Remove Chronic Inequities X X X X

Increase Efficiency X X X

Leadership in Solving Complex
Regional or National Problems X X X

Coordinating Programs Across
Agencies and Levels of Government X X X

Distributing Program Costs and
Benefits Equitably X X X X X X

Balancing Revenue Raising Capacity

Market Imperfections

X

X x

X X

Increase Rural Productivity and
Competitiveness X X x X



economic environment for growth in income, employment, and continuing economic vitality.
Rural America cannot flourish in an environment of overall depressed economic conditi-as.
Monetary and fiscal policy needs to be implemented in a balanced manner to yield
moderate. rates of interest and inflation without large deficits year after year. Concurrently,
trade policy needs to be designed to open markets for U.S. products while encouraging
efficient production and progressive development of new r id improved products. Within
such an overall favorable economic environment, rural development policy alternatives have
been developed in six strategic areas that include problems sufficiently pervasive to justify
consideration of an appropriate federal role.

Income and Employment Policy

Many local, state, and federal programs have been initiated to increase business
activity in rural areas. These programs can realize their goals only if employed in the right
mix and pr open's targeted. Federal income and employment poky alternatives include the
following:

Providing financial support for education and technical assistance programs that
are designed to enhance production and entrepreneurial skills, management
capacity, and leadership abilities. Small business entrepreneurial management and
analytical skills are critical needs in rural America. Good ideas need to be fostered
with sound management practices. Programs for small businesses need to focus
on truly small businesses. Successful urban-oriented programs should be
broadened to rural communities.

Utilizing federal regulatory powers and direct financial assistance to support a
broader range of business and industrial o-oortunities. Diversity of business
opportunities is a source of strength. Too in ; rural communities are too closely
tied to agriculture, mining, energy, or forestry for their economic base.
Diversification is a key to economic stability.

Providing financial support to aid communities in developing an appropriate mix
of business support infrastructure. Infrastructure in the right mix is critical to
development. Investments in industrial parks must be matched by investments in
rural roads, bridges, and communication systems.

Utilizing federal regulatory powers and direct financial assistance to ensure
entrepreneurs access to adequate capital for starts and expansion of rural
enterprises. Credit subsidies aad loan guarantees have been extensively used, and
perhaps overused, as the solution to all problems. Well conceived, potentially
profitable ideas often attract venture and debt capital on their own. At times too
much emphasis has been placed on government subsidies and loan guarantees
without enough emphasis being given to providing the tools for survival.

Education and Retraining

Since the Great Depression there has been a flight of rural youth to the cities. Even
today the best rural minds leave rural counties for university training, and many never
return to put their training to work in rural problems. The result is a serious depletion of
rural human capital. Yet, technological change requires continuously higher levels of skills.
Rural residents, with typically lower levels of education, have a disadvantage in acquiring
those skills. When rapid technological change is combined with reduced rates of growth
in demand, major transitional adjustments are required. Federal policy alternatives include
the following:
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Rural Schools

Federal policy could be used to achieve equitable funding of public education in
rural areas. Community resource limitations should not be a constraint on quality
education.

Federal support for organizational change that does not involve consolidation may
be justified. Further push in consolidation can be justified only on a case-by-case
basis.

Federal programs to assure that rural schools are technologically competitive are
an essential component of a rural education policy. New electronic and distance
learning technology is required for rural schools to be competitive.

The federal government could assist in making needed curriculum changes. This
could be accomplished through uniform testing procedures, requirements, and even
reward., for superior performance.

Retraining

Counseling could be added as a regular component of retraining programs.
Research indicating severe depression in displaced farm men and women justifies
consideration of counseling, particularly in rural areas.

Training qualification requirements could be changed to provide retraining
assistance while businesses are still operating, although the signs of failure are
present. Reason for displacement would not be considered as a criteria for
retraining.

The federal government could pay relocation costs. Rural retraining programs
often imply relocation and the burden of large moving costs. Transitory financial
assistance may be essential to effective operation of retraining programs.

Eliminating Rural Poverty

The war on rural poverty was initiated over two decades ago, yet poverty conditions
continue to plague many rural residents. The alternatives for tackling the poverty problem
in the 1990s include the following:

Fine tune the current poverty programs with improved coordination and
adjustments to make benefits available when the principal wage-earner is
unemployed. While improvements in economic poverty conditions are possible
with current programs, the problems of the persistent poverty counties would
continue.

Target poverty program to specifically deal with the causes of poverty and reduce
the symptoms. This requires a combination of skills development (education and
retraining) concentrating on the persistently poor counties and development of
business opportunities as well as social programs of income and in-kind assistance,
including strengthening current programs to make them available to a broader
range of the rural poor. While considerably more effective than current programs,
such at.t.-n would include substantial costs.

A general comprehensive rural economic development package could be
implemented to improve economic conditions for all .11ral residents. Such a
comprehensive package would strengthen current poverty programs as well as
place increased emphasis on education, skills development, retraining, jobs
development, improved health delivery systems, and improved policy coordination.
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Utilizing and Protecting Natural Resources

Agricultural, timber, mining, and energy resources interact in a complex manner to
generate employment and income in rural America. Inherent in the efficient utilization of
these resources is the protection of the resource base and environment for present and
future generations. Government policy initiatives fall into the following categories:

Increase federal investment in information and education on develop vent
potentials and constraints, provide increased economic incentives and technical
assistance needed for developmental activities, increase research on p, ojects
offering development potential, and promote exports.

Environmental goals may stifle the economic growth objectives of rural
communities unless special exemptions are provided. Alternative!, , financial
assistance may be extended for pollution control projects in the for n of block
grants and technical assistance. Regulations also may be implementel in phases
that take into consideration the impact on the community. In some instances,
environmental goals can be satisfied by making federal investments to ,tilize and
preserve natural conditions while developing resources for recreation or even
retirement living.

The choice in public lands management is between increased privatization and
continued federal ownership with increased sensitivity to local needs.

Improving Rural Health Delivery Systems

Delivery of basic medical and nursing services is crucial to caring for an aging rural
population and making rural America an attractive place to live. The alternatives for
improving the rural health delivery system include the following:

The federal share of the total health care costs could be increased. Rural health
care systems would benefit from increased federal expenditures but gains would
likely not be substantial relative to urban health care.

Rural health care systems could be targeted for increased federal support. Such
targeting would equalize Medicare payments for Medicare, expand eligibility
Medicaid beyond AFDC, and increase the federal share of rural health care costs
for programs targeted to rural areas.

Rechannel federal funds away from counterproductive Medicare and Medicaid
policies designed to avoid potential malpractice suits and toward disease
prevention, health leadership training, greater reliance on more cost effective
means of providing care, and provision of health care transportation.

Financing Rural Services

Economic stress has eroded the tax base of rural America. In this environment,
appropriate sharing of the costs of government becomes an important issue. Government
policy alternatives include the following:

Federal/state sharing in the costs of local income redistribution programs (transfer
payments) may become critical to the ability of rural governments to maintain
these programs.
Federal/state assistance can encourage local jurisdictions to make investments in
services which benefit much larger areas than the locality. Federal sharing in the
costs of meeting federal/state standards for water quality, solid waste disposal, or
quality of education may be essential for solving these problems.
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Federal compensation aid for high-cost rural services such as education, roads, or
bridges can be effective if care is taken to encourage creative governmental
reorganization and delivery systems at state and local levels.
Federal matching funds can strengthen and implement innovative state/local
means of dealing with specific rural development problems.

Requirements for Change

If substantive steps are going to be made in the direction of a comprehensive rural
development policy, there must be:

Education and leadership
Consensus and unity on required actions
Coordination of policies and programs

Education and Leadership

The rural public generally lacks an understanding of what is required to ach;eve rural
economic recovery. A broad-based educational program that includes leadership
identification and training will be essential to developing a consensus on even the need for
a more comprehensive approach.

Consensus and Unity of Action

One of the critically important lessons
from this project involves the tremendous
fragmentation that exists in dealing with rural
issues. Many special interest groups are
involved in lobbying fr-. rural development
programs, sometimes exclusively for single
programs in a single agency. Often there is
little appreciation for the role of individual
organizations or individual programs in solving
the broader rural development problem.
Competitiveness among interest groups for
what frequently is viewed as a rural
development pie of a given mze takes priority
over adjusting the mix of programs by jointly lobbying to expand the size of the pie. If a
consensus exists on what ought to be done, it has not been revealed either in the lobbying
activities of organizations or in the actions of policymakers.

Elinkating this fragmentation requires private sector initiatives that are beyond the
scope of this paper. However, it is interesting to observe that the farm !obby is far more
effective at achieving its legislative goals than the rur:' development lobby -- even though
the constituency involves many of the same people. Until rural development interest
groups find means of reaching a consensus position on needed policy initiatives, little
progress is likely to be made in dealing with rural development problems. If such a means
were found, the rural development lobby could be stronger than the farm lobby because
of the number of constituents and the key positions held by their elected and appointed
policymakers.

Competitiveness among interest groups for
what frequently is viewed as a rural deveiop-
ment pie of a given size takes priority over
adjusting the mix of programs by jointly
lobbying to expand the size of the pie.

Coordination of Policies and Programs

Fragmentation is at least as pervasive in the public action as in the private sector. In
fact, private sector fragmentation fosters public sector fragmentation as each interest group
wants its programs and agencies that it controls. In the federal government alone, there
are over 30 individual agencies involved in implementing rural development programs.
Coordination across these programs is inadequate -- even among agencies within a given
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cabinet secretary's jurisdiction. In fact, vertical coordination among levels of government
(federal, state, and local) may be more effective than coordination across government
agencies because of funding or regulatory responsibilities.

Alternative means of coordinating rural development policy within the executive
branch of government include the following:

Lead agency designation establishes one department as the leader in rural
development policy. USDA currently has this designation. The lead agency
concept works only if the process is strongly supported by the President "ther
top officials of the executive branch and the Congress. Rural development
problems may be t o broad for effective utilization of a lead agency.

Cabinet councils comprised of department or agency heads can coordinate policies
across agencies and departments of the executive branch and operate as a
committee on rural development policy. Such councils can be a useful part of the
communication and policy-making process, although past rural development
councils have not proven to be very effective in either developing or implementing
policy.

Special assistant to the President involves the designation of one individual in the
Executive Office of the President as being in charge of rural development policy.
A special assistant is, in essence, a super cabinet officer. The role of this individual
is largely one of coordination of policy and programs among agencies. In the
process, some of the power of the cabinet officers and agency heads is eroded.
Yet, special assistants, such as the Special Trade Representative, have proven
useful and effective when the *right" person is in the position and is supported by
the President.

Ksiv rural development department involves the creation of a new executive agency
charged with implementing rural development policy. For a new rural development
department to be created, programs would need to be explicitly enacted for rural
development. Many of the current rural development programs have dual
rural/urban constituencies. The Small Business Administration is charged with
serving small businesses whether in rural or urban areas. The Department of
Education implements its programs to rural and urban schools. Food stamps are
distributed regardless of residency (which creates inequities). How a new
department would relate to these ongoing programs would need to be resolved if
a new rural development department were created.

Conclusions and Implications

In order to address the problems and needs of rural areas in a comprehensive manner,
the following actions must take place:

Recognize that rural problems are sufficiently unique to require special emphasis
and, in some instances, special programs.
Establish priorities on goals and on programs within goals.
Achieve the flexibility to address problems as they exist and to adapt 7.: rograms to
problems.
Obtain a cornitment at all levels of government to deal with the problems.
Recognize tnat some problems cannot be solved by either local or state
governments without federal leadership and assistance.
Encourage a long-run private and public sector commitment to deal with rural
development issues and problem.
Identify and train leadership for change.

292
r.0 ,..,



Past neglect and the ingrained nature of rural development problems will require
sustained efforts and federal commitments. With such efforts and commitments, rural
America can be a good place to live and work.
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Federal Programs Assisting
Rural Areas and People
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Federal Programs Assisting Rural Areas and People

Policy Issue

Financing and Providing
Rural Public Services

Federal Programs

Department of Transportation
- Federal Highway Administration - Roads

Urban Mass Transit Administration - Transit systems
- Federal Aviation Administration

Airport construction
- Essential air service subsidies
Federal Railroad Administration
- State grants to acquire rail lines

Environmental Protection Agency
- Wastewater construction grants

Department of Housing and Urban Development
- Federal Housing Authority (FHA) and Veterans Administration insured loans

Department of Agriculture
Farmers Home Administration (FmHA)
- Rural water and waste disposal loans ar i grants
- Essential community facilities loans
- Single and multiple family housing loans
- Rural rental assistance
- Rural housing preservation grants
- Farm labor and housing loans and grants
Rural Elegrification Administration
- Rural electric, telephone, and cable TV loans
U.S. Forest Service
- Rural fire protection
- Schools and roads, grants to counties

National forests receipts
- In lieu of payments (taxes)

Department of the Treasury
- Tax policy - tax exempt bonds

Department of Health and Human Services
- Social Services

Aemg
- Migrants
- Rehabilitation

Appalachian Regional Commi:sion (ARC)
- Support for physical infrastructure
- Development Highway System

- Local Access Roads

Department of Commerce
- Public telecommunications facilities - construction and planning (grants)
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Policy Issue

Natural Resources Policy

Fedenti Programs

Department of Interior
- Bureau of Land Management
- Wetlands Preservation
- Bureau of Reclamation
- Fisheries and Wildlife Services
- Bureau of Outdoor Recreation
- Surface Mining Control and Reclamation Act

Department of Agriculture
U.S. Forest Service
- Reforestation tax incentives
- In lieu of payments (taxes)
Agricultural Stabilization Conservation Service
- Forest incentive program
- Conservation Reserve Program
- "Sodbuster" and "Swanipbuster" Programs (Wetlands)
Farmers Home Administration (FmHA)
- Soli and water loans
- Watershed protection and flood prevention loans
- Conservation Easements
Soil Conservation Service
- Resource Conservation and Development (RC&D)
- Conservation Compliance

Federal Emergency Management Agency
- Flood insurance

Environmental Protection Agency
- Safe Drinking Water Act
- Clean Water Act
- Resource Conservation and Recovery Act
- Superfund

Department of Defense, Army
- Corps of Engineers

Rural Income and Employment Department of Labor
Employment Service
Unemployment Insurance
Job Training Partnership Act (JTPA)

Grants for training economically disadvantaged youth and adults
Subsidies for summer jobs for low-income youth
Help for dislocated workers training for new careers
Job training and employment assistance to Native Americans, migrant
and seasonal farm workers, and veterans
Job Corps for disadvantaged youth
Senior Community Service Employment Program

Department of Health and Human Services
- Social Security (retirement, disability, and survivors)

Department of Commerce
- Economic Development Administration

- Title I: Public Works Assistance

T) "1 r-
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Policy Issue Federal Programs

Title II: Business ;Alan Guarantee. Program
- Title III: Assistance Communities to Plan for Economic Growth

- Technical assistance to uncova causes of unemployment and provide
assistance in attracting industry

- Economic research
- Title IX: Economic Adjustment Assistance

- Communities with long-term economic distress
- Revolving loan program:,

- Sudden and severe econotak di5trtcs
Minority Business Developmet

Education and Retraining

Small Business Administration
- Small Business Developmenc Cen.e-s
- Small business loans and grants
- Sm0 business management aml technical assistance
- Economic injury disaster loanr.
- Local development company loans
- Procurement Assistance Program
- Minority Small Business Capital Ownership Development Program

Tennessee Valley Authority (TVA`,,

Appalachian Regional Commissio t ARC)

Department of Agriculture
- Commodity Credit Corporation (CCC)

- Loans and payments
- Farmers Home Administration (FmHA)

- Business and Industry (B&I) Loan Program
- U.S. Forest Service

- Job Corps' Civilian Conservation Corp (CCC)
- Senior Community Service Employment Program (SCSEP)
- Youth Conservation Corp (YCC)
- Volunteers in the National Forest (VOL's)

Hosted Human Resource Program

Environmental Protection Agency
- Senior Environmental Employment Program

Department of Housing and Urban Development
- Community Development Block Grants (CDBG)

Urban Development Action Grants (UDAG)

Department of Education
- Improving Schools Program - State Block Grants
- Headstart
- Follow Through
- Educationally deprived children
- Special education and rehabilitation
- Vocational and adult education
- Bilingual and Minority Language Program
- Educational Laboratories
- Talent Search
- Upward Bound
- Student support services
- Public library construction grants
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Policy Issue Federal Programs

Department of Agriculture
- Cooperative Extension Service
- U.S. Forest Service

- Schools and roads, grants to counties

Reducing Rural Poverty

Health Systems

Department of Labor
- Job Training Partnership Act (JTPA)

- Grants for training economically disadvantaged youth and adults
- Subsidies for summer jobs for low-income youth
- Help for dislocated workers training for new careers
- Job training and employment assistance to Native Americans, migrant

and seasonal farm workers, and veterans
- Job Corps for disadvantaged youth

Appalachian Regional Commission (ARC)
- Educational and training needs

Department of Health and Human Services
- Rural Poverty-Public Assistance, AFDC
- Supplemental Security Income (SSI)

- Social Security (retirement, disability, and survivors)
- Community Services Block Grants

Department of Agriculture
Food and Nutrition
- Food Stamps
- School Lunches
- Women, infants and children (WIC)

Department of Energy
- Weatherization :.ssistance for low-income persons
- Low Income Home Energy Assistance

Department of Housing and Urban Development
- Community Development Block Grants (CDBG)
- Rural Rental Rehabilitation
- Rural Partners in Self-Sufficiency

- Assist low-income families to gain financial independence

Department of Labor
- Employmcnt Service
- Unemployment Insurance
- Job Training Partnership Act (JTPA)

- Grants for training economically disadvantaged youth and adults
- Subsidies for summer jobs for low-income youth
- Help for dislocated workers training for new careers
- Job training and employment assistance to Native Americans, migrant

and seasonal farm workers, and veterans
- Job Corps for disadvantaged youth

Department of Agriculture
- Farmers Home Administration (FmHA)

- Essential community facilities loans
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Policy Issue Federal Programs

Department of Health and Human Services
- Medical and hospital benefits

- Medicare
- Medicaid

- Community Health Centers
- Migrant Health Centers
- Rural mental health demonstration r...ejects
- National Health Service Corps
- Area Health Education Centers

- Health profession training programs
- Preventive Healthand Health Services Block Grants (to states)
- Indian Health Service (IHS)
- U.S./Mexico Border Initiative

- Improve health care along border from California to Texas
- Frontier Initiative

- Provide primary care services to isolated rural areas

Appalachian Regional Commission (ARC)
- Assistance to rural hospitals and clinics
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Appendix A: Program Agendas

NORTH CENTRAL REGION
RURAL DEVELOPMENT POLICY OPTIONS WORKSHOP

September 19-21, 1988

MONDAY, SEPTEMBER 19

Chair Lothar Wolter, President, Minnesota Association of Townships

10:00 - 1:00 Registration

1:00 - 1:10 Welcome
Gail Skinner: Associate Director

Cooperative Extension Service
University of Minnesota

1:10 - 1:30 Keynote Address
George Latimer:

1:30 - 2:00

2:00 - 2:12

2:12 - 2:24

Mayor, St. Paul, MN
Chrm., National League of Cities Special Task Force on

Urban-Rural Disparities

Economic Status of Rural America
Ken Deavers: Director

Agricultural & Rural Econ. Div.
Economic Research Service/USDA

Building a Vital Rum' America
Ron Knutson: Economist/Marketing and Policy

Texas Agricultural Extension Service
Texas A&M University

Issues of the Rural Midwest
Janet Ayres: Rural Development Specialist

Cooperative Extension Service
Purdue University

2:24 - 3:00 Break

3:00 - 3:15

3:15 - 3:30

State Perspective on Midwest Issues
Phil Smith: Director

Iowa Office for State/Federal Relations
Washington, D.C.

Local Perspective on Midwest Issues
Rick Chapman: Executive Director

Two Rivers Regional Council of Public Officials (Illinois)
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3:30 - 3:42 Results of Issues Survey
Paul Warner. Asst. Dir., Development and Training

Cooperative Extension Service
University of Kentucky

3:42 - 4:40 Roundtable Setting of Priority Issues

4:40 - 5:10 Selected Roundtable Reports

6:00 - 7:00 Reception (Cash Bar)

TUESDAY, SEPTEMBER 20

Chair. Michael Boelhje, Professor and Head, Department of Agricultural Economics, University of Minnesota

8:20 - 8:30 Operating Procedures/Report on Issues Consensus

8:30 - 8:42

8:42 - 8:54

8:54 - 9:06

9:06 - 9:18

9:18 - 9:30

9:30 - 10:40

10:40 - 11:10

11:10 - 11:22

11:22 - 11:34

Income and Employment Policy
Dennis Fisher: Economist/Business Development

Texas Agricultural Extension Service
Texas A&M University

Leadership Policy
Dan Otto: Professor and Extension Economist

Cooperative Extension Service
Iowa State University

Response to Income and Employment Presentation
Al Collet: Manager, Business Development

Iowa Area Development Group

Financing and Providing Rural Public Services
Dave Chicoine: Professor and Head, Agric. Economics

Professor, Institute of Govt. & Public Affairs
University of Illinois

Response to Public Services Presentation
Juanita Donahue: Executive Secretary

Missoui i Association of Counties

Roundtable on Policy Options: Income & Employment, Rural Public Services (Break
for coffee and move to preferred roundtables)

Selected Roundtable Reports

Chair: Tom Stinson, Professor, Agricultural Economics, Univ. of Minnesota

Rural Health Policy
Jon Christianson: Professor, School of Public Health

University of Minnesota

Response to Health Policy Presentation
Steve Wilhide: President

Southern Ohio Health Services
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11:34 - 11:46

11:46 - 11:58

Education, Retraining, and Relocation Policy
Daryl Hobbs: Director, Office of Social and Economic Data Analysis

Professor, Rural Sociology
University of Missouri

Response to Education Presentation
Ruth Randall: Commissioner

Minnesota Department of Education

11:58 - 1:00 Lunch

1:00 - 2:00 Roundtable on Policy Options: Education, Health

2:00 - 2:30 Selected Roundtable Reports

2:30 - 3:00 Break

3:00 - 3:12 Rural Poverty
Fred Woods: Economist/Public Policy

Extension Service - USDA

3:12 - 3:24

3:24 - 3:36

3:36 - 3:48

3:48 - 4:43

Response to Rural Poverty Presentation
Valerie Jerich: Director, Economic Opportunity

Minn. Dept. of Jobs and Training

Natural Resource Policies and Rural Development
Roy Carriker: Professor, Food and Resource Economics

University of Florida

Response to Natural Resource Presentation
Ron Krupicka: Center for Rural Affairs

Hartington, NE

Roundtable on Policy Options: Rural Poverty, Natural Resources

4:43 - 5:15 Selected Roundtable Reports

WEDNESDAY, SEPTEMBER 21

Chair: Terence Stone, Executive Director, Region 9 Development Commission

8:00 - 8:12 Developing a Comprehensive Rural Policy
Glen Pulver: Professor, Agricultural Economics

University of Wisconsin

8:12 - 8:32 Federal Role in Rural Development Policy
Don Norton: Executive Director

Rural Affairs Council
Springfield, IL

8:32 - 8:52 State Role in Rural Development Policy
Randy Wade: Administrator, Research and Planning

Department of Development
State of Wisconsin
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8:52 - 9:12 Local Role in Rural Development Policy
Kaye Braaten: County Commissioner

Richland County
Barney, ND

9:12 - 10:35 Roles Roundtable (Break for coffee and move to preferred roundtables)

10:35 - 11:05 Selected Roundtable Reports

11:05 - 11:20 Wrap-Up

11:20 - 1:20 State Luncheons
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_ _I..L

305



I

NORTHEAST REGION
RURAL DEVELOPMENT POLICY OPTIONS WORKSHOP

September 28-30, 1988

WEDNESDAY, SEPTEMBER 28

Chain David Al lee, Professor, Agricultural Economics, Cornell University

10:00 - 1:00 Registration

1:00 - 1:10

1:10 - 1:30

1:30 - 2:00

2:00 - 2:12

2:12 - 2:24

2:24 - 3:00

Welcome
David Call: Dean, College of Agriculture and Life Sciences

Cornell University

Workshop Introduction
Ron Knutson: Economist/Marketing and Policy

Texas Agricultural Extension Service
Texas A&M University

Economic Status of Rural America
Norman Reid: Rural Businesss and Govt. Branch

Economic Research Service/USDA

Building a Vital Rural America
Ron Knutson: Texas Agricultural Extension Service

Issues of the Rural Northeast
Christi' Ranney: Professor, Agricultural Economics

Cornell University

Break

3:00 - 3:15 State Perspective on Issues
Phil Smith: Office for State-Federal Relations

Washington, D.C.

3:15 - 3:30 Local Perspective on Northeast Issues
John J. Kelly: County Commissioner

Essex County, New York

3:30 - 3:42 Results of Issues Survey
Paul Warner: Asst. Dir., Development and Training

Kentucky Cooperative Extension Service

3:42 - 4:40 Roundtable Setting of Priority Issues

4:40 - 5:10 Selected Roundtable Reports

6:00 - 7:00 Reception (Cash Bar)

I^ 4
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THURSDAY, SEPTEMBER 29

Chair: Walt Armbruster, Associate Managing Director, Farm Foundation

8:20 - 8:30

8:30 - 8:42

8:42 - 8:54

8:54 - 9:06

9:06 - 9:18

9:18 - 9:30

9:30 - 10:40

10:40 - 11:10

11:10 - 11:28

11:28 - 11:46

11:46 - 11:58

Operating Procedures/Report on Issues Consensus

Income and Employment Policy
Bill Gillis: Director

Center for Rural Pennsylvania

Policies for Managing Change
Rick Feldman: Chairman, Mass. Rural Dev. Council

Director, Univ. of Mass. Center for Economic Development

Response to Income and Employment Presentation
Nancy DuBosque: Director, Economic Development

Franklin Co. Community Dcv. Corp., Greenfield, Massachusetts

Financing and Providing Rural Public Services
Rod Clouser: Professor, Agricultural Economics

University of Florida

Response to Public Services Presentation
Ralph Tabor: Legislative Director

National Association of Counties

Roundtable on Policy Options: Income & Employment, Rural Public Services (Break
for coffee and move :o preferred roundtables)

Selected Roundtable Reports

Natural Resource Policies and Rural Development
Roy Carriker: Professor, Food and Resource Economics

University of Florida

Education, Retraining, and Relocation Policy
Luther Tweeton: Professor, Agricultural Economics

Ohio State University

Response to Education Presentation
P. Alistair MacKinnon: Coordinator

Federal Education Legislation
New York State Education Dept.

11:58 - 1:00 Buffet Lunch

Chair Jerry Coopey, Program Analyst, Office of Rural Health Policy

1:00 - 2:00 Roundtable: Education, Natural Resources

2:00 - 2:30 Selected Roundtable Reports

2:30 - 3:00 Break

r-
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3:00 - 3:12

3:12 - 3:24

3:24 - 3:36

3:36 - 3:48

Rural Health Policy
Tom Bruce: Program Director

W.K. Kellogg Foundation

Response to Rural Health Presentation
Nona Boyink: Vice President, Director of Primary Care

Kennebec Valley Regional Health Agency
Waterville, Maine

Rural Poverty
Dennis Fisher: Economist/Business Development

Texas Agricultural Extension Service
Texas A&M University

Response to Poverty Presentation
Ivar Holmquist: Regional Director

Evangelical Lutheran Church of America
Baltimore, Maryland

3:48 - 4:43 Roundtable: Rural Poverty, Rural Health

4:43 - 5:15 Selected Roundtable Reports

FRIDAY, SEPTEMBER 36

8:00 - 8:12

8:12 - 8:32

8:32 - 8:52

8:52 - 9:12

Developing a Comprehensive Rural Policy
Glen Pulver: Professor, Agricultural Economics

University of Wisconsin

Federal Role in Rural Development Policy
Bill Bivens: Projects Director

National Assn. of Dev. Organizations

State Role in Rural Development Policy
The Honorable Charles Cook
State Senator, New York

Local Role in Rural Development Policy
Gilbert Longwell: Director of Special Projects

Pennsylvania State Association of Township Supervisors

9:12 - 10:35 Roles Roundtable (Break for coffee and move to preferred roundtables)

10:35 - 11:05 Selected Roundtable Reports

11:05 - 11:20 Wrap-Up

11:20 - 1:20 State Luncheons



SOUTHERN REGION
RURAL DEVELOPMENT POLICY OPTIONS WORKSHOP

October 3-5, 1988

MONDAY, OCTOBER 3

Chair. Gus Mutscher, ounty Judge, Washington County, Texas
President-Elect, National Association of Regional Councils

10:00 - 1:00 Registration

1:00 - 1:10

1.10 - 1:30

1:30 - 2:00

2:00 - 2:12

2:12 - z.:24

Welcome
James artin: President, Auburn University

Keynote Address
The Honorable Guy Hunt
Governor of Alabama

Economic Status of Rural America
Ken Deavers: Director

Agricultural & Rural Econ. Div.
Economic Research Service/USDA

Building a Vital Rural America
Ron Knutson: Economist/Marketing & Policy

Texas Agricultural Extension Service
Texas A&M University

Issues of the Rural South
James Hite: Professor, Agricultural Economics

Clemson University

2:24 - 3:00 Break

3:00 - 3:15

3:15 - 3:30

3:30 - 3:42

State Perspective on Rural Issues
Phil Smith: Office for State/Federal Relations

Washington, D.C.

Local Perspective on Southern Issues
Reavis Dixon: Chairman, County Commissioners

Ware County, Georgia

Results of Issues Survey
Greg Taylor: Community Development Specialist and Project Supervisor

Texas Agricultural Extension Service
Texas A&M University

3:42 - 4:40 Roundtable Setting of Priority Issues

4:40 - 5:10 Selected Roundtable Reports

6:00 - 7:00 Reception (Cash Bar)

309



=MM. 111

TUESDAY, OCTOBER 4

Chair: Warren McCord, Community Resource Development Program Leader
Alabama Cooperative Extension Service, Auburn University

8:20 - 8:30 Operating Procedures/Report on Issues Consensus

8:30 - 8:54 Education, Retraining and Relocation Policy
David Mulkey: Professor, Agricultural Economics

University of Florida

8:54 - 9:06

9:06 - 9:18

9:18 - 9:30

9:30 - 10:40

10:40 - 11:10

11:10 - 11:72

11:22 - 11:34

11:34 - 11:46

11:46 - 11:58

Response to Education Presentation
The Honorable Jodie Mahony
State Representative, Arkansas

Income and Employment Policy
Dennis Fisher: Economist/Business Development

Texas Agricultu, ., Extension Service
Texas A&M University

Response to Income and Employment Presentation
John L. Bruner II: Executive Director

Cumberland Valley Area Dev. District
London, Kentucky

Roundtable on Policy Options: Income and Employment, Education and Retraining
(Break for coffee and move to preferred roundtables)

Selected Roundtable Reports

Rural Poverty
Fred Woods: Economist/Public Policy

Extension Service - USDA

Response to Rural Poverty Presentation
William Troy: Commission on Religion in Appalachia

Knoxville, Tennessee

Rural Health Policy
Sam Cordes: Professor and Head

Agricultural Economics
University of Wyoming

Response to Health Presentation
Roland Gardner Executive Director

Beauford-Jasper Comp. Health Services
Ridge land, South Carolina

11:58 - 1:00 Buffet Lunch

1:00 - 2:00 Roundtable on Policy Options: Poverty, Health

2:00 - 2:30 Selected Roundtable Reports

2:30 - 3:00 Break
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3:00 - 3:12

3:12 - 3:24

3:24 - 3:36

3:36 - 3:48

3:48 - 4:43

4:43 - 5:15

WEDNESDAY, OCTOBER 5

Chair: John Hines, Chief, State
Alabama Department of

8:00 -

Natural Resource Policies and Rural Development
Roy Carriker: Professor, Food and Resource Economics

University of Florida

Response to Natural Resource Presentation
John Needy: Manager, Natural Resources

Valley Resource Center
Tennessee Valley Authority

Financing and Providing Rural Public Services
Rod Clouser: Professor, Agricultural Economics

University of Florida

Response to Public Services Presentation
George Israel: Former mayor of Macon, Georgia

Roundtable: Natural Resources, Public Services

Selected Roundtable Reports

Planning and Economic Development
Economic and Community Affairs

8:12 Developing a Comprehensive Rural Policy
Glen Pulver: Professor, Agricultural Economics

University of Wisconsin

8:12 - 8:32

8:32 - 8:52

8:52 - 9:12

9:12 - 10:35

10:35 - 11:05

11:05 - 11:20

11:20 - 1:20

Federal Role in Rural Development Policy
Dave Freshwater: Senior Economist

Joint Economic Committee of Congress

State Role in Rural Development Policy
Harry Miley, Jr.: Senior Exec. Asst. for Econ. Dev.

Governor's Office, South Carolina

Local Role in Rural Development Policy
The Honorable Gerald Thompson
Mayor of Fitzgerald, Georgia

Roles Roundtable (Break for coffee and move to preferred roundtables)

Selected Roundtable Reports

Wrap-Up

State Luncheons



WESTERN REGION
RURAL DEVELOPMENT POLICY OPTIONS WORKSHOP

October 11-13, 1988

TUESDAY, OCTOBER 11

Chaim Russ Youmans, Director, Western Rural Development Center
Oregon State University

10:00 - 1:00 Registration

1:00 - 1:10

1.10 - 1:30

Welcome
Elwood Miller: Associate Director

Cooperative Extension Service
University of Nevada - Reno

Introduction of Keynote Speaker
Larry Branen: Dean, College of Agriculture

University of Idaho

Keynote Address
The Honorable Cecil D. Andrus
Governor of Idaho

1:30 - 2:00 Economic Status of Rural America
Richard Long: Agricultural & Rural Econ. Division

Economic Research Service/USDA

2:00 - 2:12 Building a Vital Rural America
Bruce Weber: Professor, Agricultural Economics

Oregon State University

2:12 - 2:24 Issues of the Rural West
Mike Woods: Professor, Agricultural Economics

Oklahoma State University

2:24 - 3:00 Break

3:00 - 3:15

3:15 - 3:30

State Perspective on Issues
Tom Unruh: Senior Policy Analyst

Center for Policy Research
National Governors' Association

Local Perspective on Western Issues
Dale White: County Judge

Harney County, Oregon

3:30 - 3:42 Results of Issues Survey

3:42 - 4:40 Roundtable Setting of Priority Issues

4:40 - 5:10 Selected Roundtable Reports

6:00 - 7:00 Reception (Cash Bar)
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WEDNESDAY, OCTOBER 12

Chair: James Barron, Professor and Extension Economist, Oregon State University

8:20 - 8:30 Operating Procedures/Report on Issues Consensus

8:30 - 8:48

8:48 - 9:06

9:06 - 9:18

9:18 - 9:30

9:30 - 10:40

10:40 - 11:10

11:10 - 11:22

11:22 - 11:34

11:34 - li:46

11:46 - 11:58

Natural Resource Policies and Rural Development
Lawrence W. Libby: Professor and Chairman

Food and Resource Economics
University of Florida

Public Lands Policy
Tom Harris: Professor, Agricultural Economics

University of Nevada - Reno

Financing and Providing Rural Public Services
George Goldman: Economist, Cooperative Ext. Service

University of California at Berkeley

Response :J Public Services Presentation
John Tontz: County Commissioner

East Wenatchee, Washington

Roundtable on Policy Options: Natural Resources, Rural Public Services (Break for
coffee and move to preferred roundtables)

Selected Roundtable Reports

Rural Health Policy
Sam Cordes: Professor and Head

Agricultural Economics
University of Wyoming

Response to Health Policy Presentation
Marsha Kilgore: Manager, Office of Rural Health

Oregon Department of Human Resources

Income and Employment Policy
Dennis Fisher: Economist/Business Development

Texas Agricultural Extension Service
Texas A&M University

Response to Income and Employment Presentation
Ed Meyer: Director of Rural Development

Business acid Economic Development
State of Utah

11:58 - 1:00 Lunch

1:00 - 2:00 Roundtable: Health, Income and Employment

2:00 - 2:30 Selected Roundtable Reports

2:30 - 3:00 Break



3:00 - 3:12

3:12 - 3:24

3:24 - 3:36

3:36 - 3:48

3:48 - 4:43

4:43 - 5:15

THURSDAY, OCTOBER 13

Education, Retraining and Relocation Policy
Paul Nachtigal: Director, Rural Education Project

Mid-Continent Regional Education Lab

Response to Education Presentation
John Kohl: Department of Education

Montana State University

Rural Poverty
Fred Woods: Economist/Public Policy

Extension Service - USDA

Response to Poverty Presentation
Henry Carey: Director, Forest Trust

Santa Fe, New Mexico

Roundtable: Rural Poverty, Education

Selected Roundtable Reports

Chair: Homer Chandler, Executive Director, Mountainland Association of Governments, Provo, Utah

8:00 8:12 Developing a Comprehensive Rural Policy
Ron Knutson: Economist/Marketing and Policy

Texas Agricultural Extension Service
Texas A&M University

8:12 - 8:32 Federal Role in Rural Development Policy
Andy Gross: Executive Director

Commission on Economic Development
State of Nevada

8:32 - 8:52 State Role in Rural Development Policy
Dan Hauser: Assemblyman, State of California

8:52 9:12 Local Role in Rural Development Policy
Bill Hansen: President of Assn. of Oregon Counties

9:12 - 10:35 Roles Roundtable (Break for coffee and move to preferred roundtables)

10:35 - 11:05 Selected Roundtable Reports

11:05 - 11:20 Wrap-Up

11:20 - 1:20 State Luncheons
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Appendix B: Biographies of Program Personalities

CECIL D. ANDRUS has served three terms as governor of Idaho. He resigned during his seconu term to serve a
four-year tenure as U.S. Secretary of the interior. He returned to Idaho in 1981 to establish his own natural resources
consulting firm and was re-elected governor in 1986. He is a native of Oregon and attended Oregon State University.

JANET AYRES is assistant professor of agricultural economics at Purdue University and an extension specialist in rural
development with the Indiana Cooperative Extension Service. Ayers received her Ph.D. from Purdue. Her primary area
of work involves the linkage between agriculture and rural communities and the changing striture of rural communities.

BILL BIVENS is projects director for the National Association of Development Organizations.He is a native of Texas
and received a BA. in government economics, finance and history from the University of Texas. His primary area of
work is in rural economic development and municipal finance.

NONA BOYINK is vice president and director of primary care for the Kennebec Valley Regional Health Agency, a
not-for-profit health care delivery and development organization in Waterville, Maine. Her primary responsibilities
include management of 10 rural health centers serving 60,000 people in central Maine. She received a master's degree
in education from the University of South Carolina.

KAYE BRAATEN is a county commissioner in Richland County, North Dakota. She is a native of Minnesota and received
her R.N. from St. Francis School of Nursing at Breckenridge. She was recently elected third vice president of the
National Association of Counties.

ALAN E. COLLET is manager of business development for the Iowa Area Development Group. He is a native of
Missouri and received a master's degree in urban politics from the University of Missouri. He has experience in state
rural development program management as well as in the private sector.

THOMAS BRUCE is program director for the W. K. Kellogg Foundation in Battle Creek, Michigan. Bruce earned an
M.D. from the University Medical Center in Little Rock, Arkansas. His work focuses on efforts to increase the supply
of physicians in rural areas and to improve the quality of medical education.

JOHN L. BRUNER II is executive director of the Cumberland Valley Area Development District in Kentucky. He is a
native of Kentucky and a graduate of Union College. His agency has responsibility for economic development within
an eight-county area.

HENRY CAREY is director of Forest Trust in Santa Fe, New Mexico. The Trust is dedicated to the protection and
improvement of the nation's forests, and Carey has responsibility for c.r.rall administration, project management, fund
raising and research for the organization. He has a master's degree in f3restry from Colorado State University.

ROY CARRIKER is a professor of agricultural economics in the Institute of Food and Agricultural Sciences at the
University of Florida. He is a native of Illinois and received his Ph.D. from Virginia Polytechnic Institute and State
University. His primary area of work is public policy as it relates to agriculture and natural resources.

RICHARD CHAPMAN is executive director of the Two Rivers Regional Council of Public Officials in Illinois. He is a
native of Phoenix, Arizona, and a graduate of Phoenix College. He is a member of the Rural Policy Development Task
Force of the National Association of Regional Councils.

DAVID CHICOINE is a professor in the Institute of Government and Public Affairs at the University of Illinois and head
of the Agricultural Economics Department. He received a Ph.D. from the University of Illinois and is a national authority
on rural government finance.

JON CHRISTIANSON is professor of health services research and policy in the School of Public Health at the University
of Minnesota. He is a native of Minnesota and received a Ph.D. from the University of Wisconsin. His primary area
of work involves research on health policy issues and rural health care.
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RODNEY CLOUSER is a professor of agricultural economics at the University of Florida and rv:eived a Ph.D. from
Purdue University. His primary area of work is in state and local government finance.

CHARLES COOK is a New York state senator. He is a native of Nnw York and has a BA. in political science from
Hartwick College. Sen. Cook has spearheaded rural development legislative efforts in New York.

SAM M. CORDES is professor and head of the Department of Agricultural ELonomics at the University of Wyoming.
Cordes is a native of South Dakota and received his Ph.D. in agricultural economics from Washington State University.

KENNETH L DEAVERS is director of the Agriculture and Rural Economy Division of the Economic Research
Service/USDA. He is a native of Nebraska and received his MA. in economics from the University of Chicago. He
was the initiator and director of a recently published USDA study of the economic status of rural America.

REAVIS E. DIXON is chairman of the Board of County Commissioners in Ware County, Georgia. He serves on the
Transportation Committee of the Association of County Commissioners of Georgia and on the Agriculture and Rural
Affairs Committee of the National Association of Counties.

JUANITA DONEHUE is executive director of the Missouri Association of Counties. She is a native of Missouri and
received her MA. in consumer economics from the University of Missouri at Columbia. Donehue has developed a
reputation as a national leader in the development of state, federal and county rural finance programs.

NANCY DuBOSQUE is director of economic development for Franklin County Community Development Corp. of
Greenville, Massachusetts. She is a native of New York and has a master's in administration and management.
DuBosques primary area of work is in rural economic development.

RICK FELDMAN is Community Resource Development state program director for the Cooperative Extension Service
at the University of Massachusetts. He received a master's degree in public administration and public policy from the
University of Massachusetts and is completing requirements for a Ph.D. in political science. His primary responsibilities
focus on rural and economic developmer

DENNIS FISHER is an economist and business management specialist in community development for the Texas
Agricultural Extension Service of the Texas A&M University System. He is a native of Washington and received his
Ph.D. from Michigan State University. Fisher has been a leader in the development of modern management systems
for rural communities and in rural development policy.

DAVE FRESHWATER is a senior economist with the Joint Economic Committee of Congress. He is a native of Canada
and received his Ph.D. from Michigan State University. Freshwater's work for the Committee focuses on agriculture
and rural policy.

ROLAND GARDNER is executive director of the Beauford-Jasper County Health Services. He is a native of South
Carolina and received a master's degree from Howard University. He also has a Certificate of Health Administration.

WILLIAM R. GILLIS is director of the Center for Rural Pennsylvania, an agency of the Pennsylvania General Assembly.
He is a native of Washington and received a Ph.D. in agricultural economics from the University of Wisconsin. His
primary area of work is in state and local economic development policy and planning.

GEORGE GOLDMAN is an economist with the Cooperative Extension Service at the University of California at Berkeley.
He is a native of New York and received his master's degree in operational research from MIT. Goldman's primary
area of expertise is in rural development, resource economics and local government finances.

ANDY GROSS is executive director of the Nevada Commission on Economic Development. In 1983 he was chief of staff
for Gov. Richard Bryan of Nevada and wrote the state's economic development and tourism legislation.

WILLIAM S. (BILL) HANSELL is a county commissioner in Umatilla County Oregon. He is a native of Oregon and
received a B.S. in political science from the University of Oregon. Hansell is president of the Association of Oregon
Counties and was selected as one of the 1987 Outstanding County Officials by the National Conference of Republican
County Officials.
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THOMAS R. HARRIS is an associate professor of agricultural economics at the University of Nevada in Reno. Harris
received his Ph.D. from Oklahoma State University and conducts research and extension work in the area of community
development in rural Nevada.

DAN HAUSER is an assemblyman for the state of California and author of the state's Rural Renaissance Bill. He is
chairman of the Assembly Housing and Community Development Committee and former chairman of the Rural
Economic Subcommittee. Hauser is a native of California and a graduate of Humboldt State University.

JAMES HITE is alumni professor of agricultural economics at Clemson University and editor of The Review of Regional
Studies. He is a native of Tennessee and has degrees from Clemson and Emory University and was a post-doctoral fellow
in regional science at Harvard. Hite's primary area of work is in natural resources management and regional development
policy.

DARYL HOBBS is director of the Office of Social and Economic Data Analysis and professor of rural sociology at the
University of Missouri. Hobbs is a native of Iowa and receiveu a Ph.D. in rural and general sociology from Iowa State
University. He is a nationally recognized authority on the problems of rural schools.

WAR HOLMQUIST is regional director of the Evangelical Lutheran Church of America with headquarters in Baltimore,
Maryland. He is a native of Massachusetts and has a master's degree from Johns Hopkins University. His work focuses
on social change, and he has provided leader- ship in evaluating and addressing issues of poverty in rural America.

GEORGE M. ISRAEL III is the former mayor of Macon, Georgia, and president of Asbestos Abatement International,
an Atlanta-based firm. He was elected to two four-year terms and succeeded in expanding the level of city services
available to citizens while reducing the property tax millage and the total number of city employees.

VALERIE JERICH is director of the Economic Opportunity Office of the Minnesota Department of Jobs and Training.
She owned and operated a construction business with her husband before beginning her first job in government service
as director of the Minnesota Department of Energy and Economic Development.

SUE H. JONES is a communications specialist in rural development and public policy for the Texas Agricultural
Extension Service of the Texas A&M University System. She has a bachelor's degree in journalism and English from
Baylor University and served for six years as an editor for the Southern Rural Development Center in Starkville,
Mississippi.

JOHN J. KELLY is county supervisor of Schroon, New York, as well as a local funeral director and insurance broker.
He is a graduate of Simmons School of Embalming & Mortuary Science. Kelly is a past vice president of the New York
State Association of Counties and is a leader in the National Association of Counties and the New York State Association
of Towns.

MARSHA KILGORE has been manager of Oregon's Office of Rural Health since its creation in 1979. She is a native
of Oregon and received a bachelor's degree in recreation and park management from the University of Oregon. Kilgore
is president of the Board of Directors of the National Rural Health Association.

RON KNUTSON is professor of agricultural economics and an economist with the Texas Agricultural Extension Service
of the Texas A&M University System. He is a native of Minnesota and received his Ph.D. from the University of
Minnesota. His primary area of work is in government policy regarding agriculture, food and rural issues.

JOHN KOHL is a professor in the Department of Education at Montana State University. He is a native of Iowa and
obtained a Ph.D. from the University of Oregon. Kohl is a member of the Northwest Education Laboratories and the
National Committee for Rural Education.

RON KRUPICKA is team leader for Sustainable Agriculture Progress for the Center for Rural Affairs, Hartington,
Nebraska. He is a native of Nebraska and received a master's degree from the University of Nebraska. His work relates
primarily to the effective utilization of resources for a progressive agriculture.
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GEORGE L LATIMER is mayor of St. Paul, Minnesota, and chairman of the National League of Cities Special Task
Force on Urban-Rural Disparities. He has an LL.D. from Columbia Law School and was a Woodrow Wilson Fellow
at the University of Chicago. He also has served on the board of the National League of Cities and is a past president
of the organization.

LAWRENCE W. LIBBY is professor and department chair of the Department of Food and Resource Economics at the
University of Florida. He is a native of Maine and received his Ph.D. from Cornell University. With a background in
land economics and policy analysis, Libby has been on the staff of the Secretary of Agriculture in the Office of
Environmental Quality and has conducted research on forest land policy for Resources for the Future, Inc.

RICHARD LONG is associate director of the Agricultural and Rural Economic Development Division of the U.S.
Department of Agriculture's Economic Research Service. He is a native of Missouri and obtained a Ph.D. in political
science from the University of Missouri.

GILBERT LONGWELL is director of special projects for the Pennsylvania State Association of Township Supervisors.
He is a native of Pennsylvania and has a B.S. in geography from Bloomsburg University.

P. ALISTAIR MacKINNON is coordinator of the Office for Federal Legislation of the New York State Education
Department. His responsibilities include providing assistance in implementation of selected new federal programs. He
has an M.BA. from the University of Arizona.

JODIE MAHONY is an Arkansas state representative. He received his LL.D. from the University of Arkansas, and his
legislative efforts have centered on education and helping the handicapped. Rep. Mahony is a member of the
Southwestern Educational Development Laboratory.

ED MEYER is director of rural development for the Utah Department of Business and Economic Development. He has
a master's degree in public administration from Brigham Young University.

HENRY W. MILEY, JR. is the senior executive assistant for economic development in the South Carolina Governor's
Office. He received a Ph.D. in economics from the University of South Carolina. Miley is responsible for overall policy
direction on economic development, job training, and transportation.

ELWOOD MILLER is associate director of the Cooperative Extension Service at the University of Nevado - Reno. He
is also associate dean of instruction for the university's College of Agriculture.

DAVID MULICEY is professor of agricultural economics at the University of Florida. He is a native of Alabama and
received his Ph.D. from Clemson University. Mulkey's primary area of work centers on regional economics and public
policy in relation to local and state governments.

PAUL NACHTIGAL is director of the Mid-Continent Regional Education Laboratory's Rural Education Project. He
has a master's degree from the University of Colorado, and his primary area of work involves creating networks among
rural schools and linking them with state agencies and institutions of higher education.

JOHN NEEDY is manager of the Natural Resources Department of the Valley Resource Center, Tennessee Valley
Authority, Knoxville, Tennessee. He is a native of Kentucky and received a master's degree in resource development from
Michigan State University. He is responsible for programs dealing with the development and use of natural resources
for environmentally sound economic development in the Tennessee Valley region.

DONALD R. NORTON, SR. is executive director of the Illinois Governor's Rural Affairs Council, an eleven-agency
organization designed to promote development in rural Illinois. He received his Ph.D. in political science and public
administration from the University of Colorado.

DAN OTTO is a professor in the Department of Economics at Iowa State University. He is a native of Minnesota and
received a Ph.D. in agricultural economics from Virginia Polytechnic Institute and State University. His primary area
of work involves research and extension education in economic development.
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GLEN PULVER is a professor of agricultural economics at the University of Wisconsin. He is a native of Wisconsin and
received his Ph.D. in agricultural economics from the University of Wisconsin. Pulver is a nationally recognized authority
on the process of rural community growth and on rural development policy.

RUTH E. RANDALL is commissioner of education for the State of Minnesota. Shc is a former school superintendent
and has an Ed.D. in educational administration from the University of Nebraska.

CHRISTINE RANNEY is an assistant professor of agricultural economics at Cornell University. She received a Ph.D.
from the University of California at Davis. Hcr primary area of work is in state and local financing.

J. NORMAN REID is chief of the Rural Business and Government Branch of the Economic Research Service, USDA.
He received his Ph.D. in political science from the University of Illinois. In addition to conducting research on economic
trends in rural communities, he has research interests in entrepreneurship and rural development policy.

GORDON RIALL is an extension associate with the Texas Agricultural Extension Service of the Texas A&M University
System. He is a native of Texas and has a master's degree in agriculture from Texas A&M.

PHIL SMITH is director of the Iowa Office for State/Federal Relations in Washington, D.C. He is a native of Iowa and
received 3 master's degree from the University of Northern Iowa. His primary area of work is representing the Iowa
Governor in Washington and the State of Iowa in federal policy decisions. nu, governor of Iowa recently chaired a Task
Force on Rural Development for the National Governors' Association.

RALPH TABOR is legislative director for the National Association of Counties. He has a Masters Honours from St.
Andrews University in Scotland. His primary responsibilities include directing and coordinating NACO's legislative
representation and policy development implementation.

GREG TAYLOR is an extension community development specialist and project supervisor with the Texas Agricultural
Extension Service of the Texas A&M University System. He is a native of Illinois and received his Ph.D. from the
University of Kentucky. Taylor's primary area of work is developing and conducting educational programs focusing on
linkages between agriculture and community economics.

GERALD THOMPSON is the mayor of Fitzgerald, Georgia, and a member of the Governor's Growth Strategics
Commission. He is a native of Fitzgerald and has been mayor of the city for the past 21 years. During that time,
Thompson has been active in economic development within the state and serves on numerous state boards including the
Georgia Municipal Association, the Municipal Electric Authority, and the Environmental Facilities Authority.

JOHN TONTZ is a county commissioner in Douglas County, Washington. He has served as county commissioner for
12 years and is a member of the state's agriculture and rural development committee. He is also a member of tin.
National Association of Counties.

BILL TROY is staff coordinator for the Econorr is Transformation Project of the Commission on Religion in Appalachia.
He is a native of Virginia and received his degree in theology from Union Theological Seminary in Ncw York. His work
focuses on efforts to develop church and community strategics for addressing the cconcnic situation in Appalachia.

LUTHER TWEETEN is a professor of agricultural economics at Ohio State University. He has a Ph.D. from Iowa State
University. Tweeten has a long history of outstanding research and leadership in analyzing problems in the rural
economy, including problems in education and poverty.

TOM UNRUH is a senior policy analyst at the National Governors' Association Center for Policy Research in
Washington, D.C. He is a native of Kansas and a former policy analyst for the Kansas Department of Commerce.

RANDY WADE is administrator of research and planning for the Wisconsin Department of Development. He is a native
of Wisconsin and has a master's degree in water resources management from the University of Wisconsin. His primary
responsibility involves economic forecasting as it relates to development issues.
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PAUL D. WARNER is a sociology professor at the University of Kentucky and assistant director of development and
training for the Kentucky Cooperative Extension Service. He has a Ph.D. in rural sociology from Ohio State University
and has extensive experience in evaluating change in rural institutions.

BRUCE WEBER is professor of agricultural economics at Oregon State University. He is a native of Washington, D.C.,
and received a Ph.D. from the University of Wisconsin. Weber's work focuses primarily on the economics of rural
development as well as state and local government finances.

DALE WHITE is serving his third six-year term as county judge of Harney County, Oregon. He is a native of Missouri
and has a bachelor's degree in accounting from the University of Oregon. He is chairman of the Public Lands Steering
Committee of the National Association of Counties and a member of the NACO Board of Directors. White is also
president of the Western Interstate Region of Public Land Counties.

STEVE WILHIDE is president of Southern Ohio Health Services. He is a native of Pennsylvania and received a master's
degree in social work from the University of Maryland and a master's in rural health care from the University of
Pittsburg. His primary area of work is in rural health care.

FRED WOODS is staff leader in agricultural economics and public policy for the federal Extension Service of the U.S.
Department of Agriculture. He has specific responsibilities for public policy education programs and provides overall
leadership and coordination for Extension programs in farm management and markaing. Woods is a native of Alabama
and has a master's degree in agricultural economics from Auburn University.

MIKE D. WOODS is associate professor of agricultural economics at Oklahoma Statc. University and an economist with
the Oklahoma Cooperative Extension Service. He is a native of Arkansas and has a Ph.D. in agricultural economics from
Oklahoma State University. His primary area of work is in developing and delivering programs in economic development
and small business management.

r
c.;

320



Appendix C: National Steering Committee

Jeff Becker
ENR - L3ngressional Research Service
Library of Congress
Madison B14
Washington, DC 20504

Bob Berg land, President
National Rural Electric Coop. Assoc.
1800 Massachusetts Ave., N.W.
Washington, DC 20036
202-857-9500

Bill Bivens
National Assoc. of Devel. Organizations
400 North Capitol Street, N.W.
Suite 372
Washington, DC 20001
202-624-7806

Merls Boos, Director
Rua' Ministries TiNision for Outreach
'Evangelical Lutheran Churches of America
8765 West Higgins
Chicago, IL 60631
312-380-2669

Doss Brodnaz, Director
Southern Rural Development Center
P.O. Box 5446
Mississippi State Universi''
Mississippi State, MS 39762
601-325-3207

Jerome Burton
Associate Extension Administrator
Alcorn State University
Lorman, MS 39096
601-877-2933

Don Chiavacci
Employment and Training Administration
US. Department of Labor, :loom 1.1 5636
200 Constitution Ave., N.W.
Washington, DC 20210
202-535-0677

Jerry Coopey, Senior Policy Analyst
Office of Rural Health Policy
Park lawn Bldg., Room 14 - 22
5600 Fishers Lane
Rockville, MD 20857
301-443-0835

John Cox, Associate Administrator
U.S. Small Business Administration
Office of Business and Development
1441 L. Street, N.W.
Washington, DC 20415
313-557-4800

Ken Deavers
Director, Agri. & Rural Eco. Div.
USDA/ Economic Research Service
1301 New York Ave., N.W. #314
Washington, DC 20005-4788
202-786-1530

Gary Farley, Associate Director
Rural - Urban Missions
Home Missions Board
1350 Spring St., N.W.
Atlanta, GA 30367-5601
404-873-4041

Dennis Fisher, Economist - Business Development
Community Development
Agriculture Bldg., Room 12
Texas A&M University
College Station, TX 77843-2124
409-845-4445

Scott Ger loff, Director
Preservation Programs
National Trust for Historic Preservation
1785 Massachusetts Ave., N.W.
Washington, DC 20036
202-673-4219

Walt Grazer
U.S. Catholic Conference
1312 Massachusetts Ave.
Washington, DC 20005
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Judi Hackett, Special Assistant for Rural Devel.
U.S. Small Business Administration
1441 L Street, N.W.
Room 1035
Washington, DC 20416
202-653-6227

Dick Hage, Coordinator
EDA, Technical Assist. & Research Div.
14th & Constitution Ave., N.W.
Room 7319
Washington, DC 20230
202-377-2127

Daryl Heasley, Director
Northeast Regional Center for Rural Development
104 Weaver Bldg.
University Park, PA 16802
814-863-4656

Jim Hildreih, Director
Farm Foundation
1211 West 22nd Street - Suite 216
Oakbrook, IL 60521
312-571-9393

Ray Humberd, Professor and Extension Economist
Tennessee Agric. Extension Service
P.O. Box 1071
Knoxville, TN 37901
615-974-7271

Jean Hutter
National Assoc. of Regional Councils
1700 K Street, N.W.
Suite 1306
Washington, DC 20006
202-457-0710

DeWitt John
National Governors' Association
444 N. Capital, N.W.
Washington, DC 20001
202-624-5300

La Vaughn Johnson, Chairman
National Public Policy Education Comm.
Cooperative Extension Service
Extension Hall
Auburn University, AL 36849
205-826-4962

322

Sue H. Jones, Communications Specialist
Department of Agric. Economics
Texas A&M University
College Station, TX 77843-2124
409-845-8221

Ron Knutson, Professor & Extension Economist
Agricultural Economics
Texas A&M University
College Station, TX 77843 2124
409-845-5913

Marvin Konyha
Extension Service, USDA
Room 3865 South Bldg.
14th & Independerize
Washington, DC 20250
202-447-2602

Peter Korsching, Director
North Central Reg. Center for Rural Dev.
Dept. of Rural Sociology, 216 E. Hall
Iowa State University
Ames, IA 50011
515-294-8322

Richard Larochelle
National Rural Electric Coop. Assoc.
1800 Massachusetts Ave.
Washington, DC 20036
202-637-7035

Gordon Meeks
National Conf. of State Legislators
Suite 2100
1050 17th Street
Denver, CO 80265
303-623-7800

Joe Newlin, Executive Director
National Rural Education Association
Education Bldg.
Colorado State University
Fort Collins, CO 80523
303-491-7022

Joe Schneider, Executive Director
Council for Education, Dev. & Research
1201 6th Street, N.W.
Suite 305
Washington, DC 20036
202-223-1593



Duane M. Nielson
Information Division
Department of Education
519 Reporters Bldg.
Washington, DC 20202

Sandra Osborn
Government Division, CRS
Library of Congress
304 Madison Bldg.
Washington, DC 20504
202-287-8918

Ruth Osser
Council of State Governments
Iron Works Pike
P.O. 11910
Lexington, KY 40578
606-252-2291

Gordon Riall, Extension Associate
Agricultural Economics
Texas A&M University
College Station, TX 77843-2124
409-845-5913

Brandon Roberts
COSCAA
Council of State Community Affairs Agencies
444 N. Capitol Street
Suite 251, Hall of the States
Washington, DC 20001
202-393-6435

Jeff Schiff
National Assoc. of Towns & Townships
1522 K Street, N.W.
Washington, DC 20005
202-737-5200

Susan Sechler
Aspen Institute for Humanistic Studies
1333 New Hampshire Ave., NW
Suite 1070
Washington, DC 20036
202-466-6410

Ralph Tabor, Legislative Director
National Association of Counties
440 1st Street, N.W.
Washington, DC 20001
202-393-6226

Bob Van Hook, Executive Director
National Rural Health Association
301 E. Armor
Suite 420
Kansas City, MO 64111

Fred Woods, Agricultural Economics Specialist
Extension Service, USDA
14th & Independence
South Building, Room 3337
Washington, DC 20250
202-447-5633

Russ Youmans, Director
Western Rural Development Center
Oregon State University
315 Extension Hall
Corvallis, OR 97331
503-754-3621
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Appendix 0: Regional Planning Committees

North Central Region

Herman Acosta, Regional Monitor Advocate
Department of Labor, ETA
230 S. Dearborn
Chicago, IL 60604
313-353-3343

Kenneth Branch, Director - Center for Plains Inst.
Associate Professor of Sociology
Midland Lutheran College
900 N. Clarkson
Freemont, NE 68025
402-721-5480

Leslie Brozman
Small Business Administration
230 S. Dearborn St.
5th Floor
Chicago, IL 60604
312-3534252

Tom Bruce, Program Director
Kellogg Foundation
400 N. Ave.
Battle Creek, MI 49016
616-968-1611

Richard Chapmah. Executive Director
Two Rivers Rzgional Council
of Public Officials
4th & State Street, Franklin Sq.
Quincy, IL 62301-4188
217 - 224-8171

David Chicoine, Professor
Agri. Economics/ Govt. & Public Affairs
1301 W. Gregory Dr.
305 Mumford Hall, University of Illinois
Urbana, IL 61801
217-333-6582

Marilyn Fedelchak, Rural Program Coordinator
National Trust for Historic Preservation
1785 Massachusetts Ave., N.W.
Washington, DC 20036
202-673-4045

Dennis Fisher, Economist - Business Development
Community Development
Agriculture Bldg., Room 12
Texas A&M University
College Station, TX 77843-2124
409-845-4445

Joseph Fitzgerald, Director
National Catholic Rural Life
4625 NW Beaver Drive
Des Moines, IA 50310
515-270-2634

Jack Foresman
National Assoc. of Counties Repr.
Cherokee County Supervisor
Rt. 1, Box 44
Cleghorn, IA 51014
712-225-2558

Lawrence Friedman, Director
Rural Education Pr 3gram
North Central Regional Educational Lab.
295 Emroy Ave.
Elmhurst, IL 60126
312-941-7677

Ilene Grossman
Director, Corporate Relations & Dev.
Council of State Governments
641 East Butterfield Road
Suite 401
Lombard, IL 60148
312-810-0210

Gilbert Keith
Director, F_,3nomic Developmeoi
N.W. Electric Power Cooperative Inc.
P.O. Box 312
Cameron, MO 64429
816-632 2121

Ron Knutson, Professor & Extension Economist
Agricultural Economics
Texas A&M University
College Station, TX 77843-2124
409-845-5913
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Marvin Konyha
Extension Service, USDA
Room 3865 South Bldg.
14th & Independence
Washington, DC 20250
202-447-2602

Peter Korsching, Director
North Central Reg. Center for Rural Dev.
Dept. of Rural Sociology, 216 E. Hall
Iowa State University
Ames, IA 50011
515-2948322

Arthur J. Leonard, Chief
Planning & Technical Assist. Div., EDA
175 W. Jackson Blvd.
16th Floor, Ste. A1630
Chicago, IL 60604
312-353-1919

Anthony McMahon, Deputy Director, Illinois
U.S. Small Business Administration
219 S. Dearborn St.
Chicago, IL 60604
312-353-5031

George Miller
Township Office of Illinois
112 West Broadway
P.O. Box 455
Astoria, IL 61501
309-329-2101

Glenn Nelson
Dept. Agriculture & Applied Economics
University of Minnesota
St. Paul, MN 55108
612-625-3713

Timothy Ostroski, Executive Director
Southern Iowa Council of Governments
P.O. Box 102
304 North Pine Street
Creston, IA 50801-0102
515-782-8491

Dan Otto
Department of Economics
568 D Heady Hall
Iowa State University
Ames, IA 50011
515-294-6181

Gordon Riall, Extension Associate
Agricultural Economics
Texas A&M University
College Station, TX 77843-2124
409-845-5913

Terence Stone, Executive Director
Region Nine Development Commission
Box 3367
Mankato, MN 56001
507-387-5643

Max Summers, Director
Small Business Development Center
Northwestern State University
127 S. Buchanar,
Maryville, MO 64468
816-562-1701

David Swanson
Rural Ministries Division for Outreach
Evangelical Lutheran Churches of America
8765 West Higgins
Chicago, IL 60631

Paul Warner, Assistant Director
Cooperative Extension Service
208 Scovell Hall
University of Kentucky
Lexington. icY 40546-0091
606-257-3767

Western Region

Barbara Bailey, Director
Div. of Health & Human Services Delivery
Federal Office B!dg.
1961 Stout Street
Deny r, CO 80214
303-844-3203

James C. Barron, Administrator
Cooperative Extension Service
Washington State University
Pullman, WA 99164
509-335-2885

Jeffrey Bauer, Consultant Health Economics
Hillrose, CO 80733
303-847-3725
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Gary Carsten, Managei of Eaton
223 rust Street
P.O. Box 946
Eaton, CO 80615
303-454-3338

Homer C.iandler, Executive Director
Mountain land Association of Governments
2545 N. Canyon Rd.
Provo, UT 84604
801-377-2262

Jo Clarke
Western Governors' Association
Suite 1705 South Tower
600 - 17th Street
Denver, CO 80202
303-623-9378

Sam Cordes, Professor and Head
Department of Agricultural Economics
University of Wyoming
Laramie, WY 82071
307-766-2386

Dennis Fisher, Economist - Business Development
Community Development
Agriculture Bldg., Room 12
Texas A&M University
College Station, TX 77843-2124
409-845-4445

William Hansel!, Umatilla County Commissioner
216 S.E. 4th Street
Pendelton, OR 97801
503-276-7111

Jerry Kempf, Vice President
UTE Electric Association Inc.
P.O. Box 1149
Montrose, CO 81='02
303-249-4501

Loyd Kepferle, General Director
Mountain States Health Corporation
1303 Fort Street
Boise, ID 83702
208-342-4666

Ron Knutson, Professor & Extz-,sion Economist
Agricultural Economics
Texas A&M University
College Station, TX 77843-2124
409-845-5913

Norm Landgren, Executive Director
Great Plains Agricultural Council
109 Agriculture Hall
University of Nebraska
Lincoln, NE 68583-0778
402-472.5868

David Leavitt, Assistant Regional Administrator
SBA Region VIII
999 18th Street
Suite 701
Denver, CO 80202
303-294-7115

Richard Magus
Rocky Mountain Senate, ELCA
ABS Bldg., Suite 101
7000 Broadway
Denver, CO 80221
303-427-7553

Christopher McKinnon
Western Governors' Association
600 17th Street
Suite 1705
Denv:, CO 80202
303-623-9378

Gordon Meeks
National Conf. of State Legislators
Suite 2100
1050 17th Street
Denver, CO 80265
303-623-7800

Joe Newlin, Executive Director
National Rural Education Association
Education Bldg.
Colt ra,lo State University
Fort Collins, CO 80523
303-491-7022

Michael Patterson, Executive Director
Middle Rio Grande Development Council
P.O. Box 1199
407 E. Nopal
Carrizo Springs, Tx 78834
512-876-3533

Gordon Riall, Extension Associate
Agricultural Economics
Texas A&M University
College Station, TX 77843-2124
409-845-5913
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Fred Smith, Development Specialist
U.S. Department of Labor, ETA
Room 315
525 Griffin St.
Dallas, TX 75202
214-767-6922

Daniel M. Sprague, Office Director
Western Office
Council of State Governments
121 Second St., 4th Floor
San Francisco, CA 94105
415-974-6422

Phil Stough, Federal Representative
Department of Labor, ETA
Federal Building
1961 Stout Street
Denver, CO 80294
303-844-4143

Clark Strickland
National Trust
Mountains/Plains Regional Office
511 16th Street, Suite 700
Denver, CO 80202
303-623-1504

Rooert Turner, Chief
Planning & Technical Assist. Div.,
Tremont Center, Room 200
333 WI Colfax
Denver, CO 80204
303-844-4474

Paul Warner, Assistant Director
Cooperative Extension Service
208 Scovell Hall
University of Kentucky
Lexington, KY 40546-0091
606-257.3767

Mike Woods , Extension Economist
Great Plains Economics Cc:nmittee EDA
Room 514 Agriculture Hall
Oklahoma State University
Stillwater, OK 74078-0488
405-744-6081

Chet Wyant, President
New Mexico Assoc. of Regional Councils
212 Tucker Ave.
Clovis, NM 88101
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Russ Youmans, Director
Western Rural Development Center
Oregon State University
315 Extension Hall
Corvallis, OR 97331
503-754-3621

Northeastern Region

Gerald Cole
Regional Public Policy Committee
234 Townsend Hall
Dept. of Food & Resource Economics
University of Delaware
Newark, DE 19717-1303
302-451-2511

Ken Deavers, Director
Agriculture & Rural Economy Div.
USDA/ Economic Research Service
1301 New York Ave., N.W., #314
Washington, DC 20005-4788
202-786-1530

Francesca Di Cosmo, Project Officer
Economic Development Administration
105 South 7th Street
Philadelphia, PA 19106
215-597-1242

Rick Feldman, Program Director
Cooperative Extension
Room 214, Stockbridge Hall
University of Massachusetts
Amherst, MA 01003
413-545-G027

Edward Fielder, Harford County Councilman
20 West Court land Street
Bel Air, MD 21014
301-836-2945

Dennis Fisher, Eccnomist - Business Development
Community Deve' opment
Agriculture Blag., Room 12
Texas A&M University
College Station, TX 77843-2124
409-845-4445



Richard Gary
Episcopal Church
Rural Ministry Officer
815 2nd Ave.
New York, NY 10017
206-925-1830

Scott Gerloff, Director
Preservation Programs
National Trust for Historic Preservation
1785 Massachusetts Ave., N.W.
Washington, DC 20036
202-673-4219

Steve Gratto
Catholic Charities
716 Caroline St.
Ogdensburg, NY 13699
315-393-2660

J. Russell Hale, Prof. Emer., Church & Community
Consultant, Town & Country Institute
Lutheran Theological Seminary
61 W. Confederate A.e.
Gettysburg, PA 17325
717 - 334 -1806

Daryl Heasley, Director
Northeast Regional Center for Rural Development
104 Weaver Bldg.
University Park, PA 16802
814-863-4656

William Hess, Executive Director
Southern Tier
Central Regional Planning & Dev. Board
53 1/2 Ridge St.
Corning, NY 14830
607-962-5092

Stuart Howell, Director Primary Care Services
U.S. Public Health Service
JFK Federal Bldg.
Room 1400
Boston, MA 02203
617-565-1472

Ron Knutson, Professor & Extension Economist
Agricultural Economics
Texas A &IA University
College Station, TX 7784-2124
409-845-5913

John Kupcho, Chairman, Rural Dev. Center
Dept. of Agri. & Resource Mgt. Agents
P.O. Box 231-N
Cook College
New Brunswick, NJ 08903

David R. Lee
Agricultural Economics - Public Policy
446 Warren Hall
Cornell Univers
Ithaca, NY 1485
607-255-7685

Mike Mayo, Associate Director
Reg. 1.4b. for Educational Improvement
of the Northeast and Islands

290 S. Main
Andover, MA 01810
617-470-0098

Bruce Moyer, Director of Public Affairs
Pennsylvania Rural Electric Associatim
P.O. Box 1266
Harrisburg, PA 17108
117-233-5704

Juan Padro, Development Specialist
Department of Labor, ETA
JFK Federal Bldg.
Government Center
Boston, MA 02203
617-565-2258

Chris Page, Executive Director
Economic Development Council
of Northern Vermont, Inc.
155 Lake Street
St. Albans, VT 05478
802-524-4546

Bonnie P.Nst, Executive Director
Maine Ambulatory Care Coalition
233 Water Street
P.O. Box 2508
Augusta, ME 04330-2508
207-626-3434

Paul Raetsch, Chief, Planning Division
Economic Development Administration
105 South 7th Street
Philadelphia, PA 19106
215-597-1072
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Gordon Riall, Extension Associate
Agricultural Economics
Texas A&M University
College Station, TX 77843-2124
409-845-5913

Dave Russell, ACIR Executive Director
80 Washington Street
Hartford, CT 06106
203-566-1393

Alan V. Sokolow, Office Director
Eastern Office
Council of State Governments
270 Broadway, Suite 513
New York, NY 10007
212-693-0400

Paul Warner, Assistant Director
Cooperative Extension Service
208 Scovell Hall
University of Kentucky
Lexington, KY 40546-0091
606-257-3767

Ann Whittaker, Sr. Municipal Mgt. Specialist
Exec. Office of Community Development
100 Cambridge
Room 904
Boston, MA 02202
617-727-3253

Southern Region

Benny Abbott, Development Services Manager
Oglethorpe Power Corporation
Economic Development Department
P.O. Box 1349
Tucker, GA 30085-134Q
404-621-3044

Ralph Alewine, Manpower Development Specialist
U.S. Department of Labor, ET A
Room 407
1371 Peachtree Street, N.E.
Atlanta, GA 30367
404-347-3495

Lanier Boatwright, Executive Director
McIntosh Trail Area Planning and Development Comm.
P.O. Drawer A
Barnesville, GA 30204
404-358-3647
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Doss Brodnax, Director
Southern Rural Development Center
P.O. BOK 5446
Mississippi State University
Mississippi State, MS 39762
601-325-3207

John L. Bruner II, Executive Director
Cumberland Valley Area Development Dist.
100 St. Police Rd.
London, KY 40741
606-864-7391

Gene Cass, Manpower Development Specialist
U.S. Department of Labor, ETA
1371 Peachtree Street, N.E.
Atlanta, GA 30367
404-347-3495

Jim Coleman, Executive Director
West Alabama Health Services
P.O. Box 711
Eutaw, AL 35462
205-372-4494

Buddy L. Dillnian
Dept. of Ag. Econ. & Rural Soc.
Clemson University
229 Barre Hall
Clemson, SC 29631

Reavis Dixon, Chairman
Ware County Commission
507 Elizabeth St.
Waycross, GA 31501
912-285-9718

Gary Farley, Associate Director
Rural - Urban Missions
Home Missions Board
1350 Spring St., N.W.
Atlanta, GA 30367-5601
404-873-4041

Kenneth Fern Jr., Senior Program Manager
Southern Legislative Conference
Council of State Governments
3384 Peachtree Road, NE, Suite 830
Atlanta, GA 30326
404-266-1271



Dennis Fisher, Economist - Business Development
Community Development
Agriculture Bldg., Room 12
Texas A&M University
College Station, TX 77843-2124
409-845-4445

Peirce A. Hammond III, Deputy Executive Director
Southeastern Educational Improvement Lab
P.O. Box 12746
Research Triangle Park, NC 27709
919-549-8216

Fred Harrison, Administrator
Cooperative Extension Programs
Fort Valley State College
Box 4061
Fort Valley, GA 31030
912-825-6296

Ray Humberd, Professor and Extension Economist
Tennessee Agric. Extension Service
P.O. Box 1071
Knoxville, TN 37901
615-974-7271

Susan Kidd, Assistant Director
Southern Regional Office
National Trust for Historic Preservation
456 King Street
Charleston, SC 29403
803-722-8552

Ron Knutson, Professor & Extension Economist
Agricultural Economics
Texas A&M University
College Station, TX 77843-2124
409-845-5913

Gordon Riall, Extension Associate
Agricultural Economics
Texas A&M University
College Station, TX 77843-2124
409-845-5913

Boyd Rose, Chief of Planning & Tech. Assist.
Planning & Tech. Assistance Div., EDA
1365 Peach Tree Street, N.E.
Suite 750
Atlanta, GA 30309
404-347-2976

Keith Scearce, Extension Economist
Cooperative Extension Service
University of Georgia
Athens, GA 30605
404-542-8931

James Tonn, Executive Director
Middle Georgia Area Planning and
Development Commission

600 Grand Building
Macon, GA 31201
912-751-6160

Paul Warner, Assistant Direc'or
Cooperative Extension Service
208 Scovell Hall
University of Kentucky
Lexington, KY 40546-0091
606-257-3767

Dave Wilson, Director
Communication & Development
Southwest Educational & Development Lab.
211 E. 7th St.
Austin, TX 78701
512-476-6861

Fred Woods, Agricultural Economics Specialist
Extension Service, USDA
14th & Independence
Washington, DC 20250
202-447-5633
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Appendix E: Mail-In Survey

Please take a few moments to advise the planning committee on issues of importance in rural development policy
by responding to the following questions. Indicate the importance of the following issues confronting rural communities
in your region.

(1 = not important, 5 = very important)

1. Employment Opportunities 1 2 3 4 5
2. Health Care 1 2 3 4 5
3. Education 1 2 3 4 5
4. Public Services 1 2 3 4 5
5. Poverty 1 2 3 4 5
6. Public Financing 1 2 3 4 5
7. Job Training Programs 1 2 3 4 5
8. Environmental Protection 1 2 3 4 5
9. Housing 1 2 3 4 5

10. Public Land Management 1 2 3 4 5
11. Solid Waste 1 2 3 4 5
12. Federal & State Mandates 1 2 3 4 5
13. Agriculture 1 2 3 4 5
14. Water Quality 1 2 3 4 5
15. Managing Growth 1 2 3 4 5
16. Transport,.:ion 1 2 3 4 5
17. Other 1 2 3 4 5
18. Other 1 2 3 4 5

How adequate are existing programs (federal, state and local) for addressing the following issues?

(1 = not important, 5 = very important)

1. Employment Opportunities 1 2 3 4 5
2. Health Care 1 2 3 4 5
3. Education 1 2 3 4 5
4. Public Services 1 2 3 4 5
5. Poverty 1 2 3 4 5
6. Public Financing 1 2 3 4 5
7. Job Training Programs 1 2 3 4 5
8. Environmental Protection 1 2 3 4 5
9. Housing 1 2 3 4 5

10. Public Land Management 1 2 3 4 5
11. Solid Waste 1 2 3 4 5
12. Federal & State Mandates 1 2 3 4
13. Agriculture 1 2 3 4 5
14. Water Quality 1 2 3 4 5
15. Managing Growth 1 2 3 4 5
16. Transportation 1 2 3 4 5
17. Other 1 2 3 4 5
18. Other 1 2 3 4 5

r r ,s ,
tj ,.:
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Appendix F: Participants by State

AK Steve Hole
AL Babatunde R. Ashiru
AL J. T. (Duffy) Barr
AL Joseph Befecadu
AL Cecil Bobo
AL Ila Bosarge
AL Stuart A. Capper
AL Doug Cash
AL Jim Coleman
AL Ken Cook
AL Albert Duncan
AL Anthony Erurah
AL Sharon Farley
AL Tom Foster
AL Al Fox
AL Bonnie J. Fuller
AL John C. Gamble
AL Darryl Gates
AL Linda Goodson
AL James R. Griffin
AL Ralph Ha %rooks
AL Darrel Haynes
AL John Hines
AL J. Stokes Holloway
AL Guy Hunt
AL Lewis Jackson
AL Charles Johnson
AL J. La Vaughn Johnson
AL Jo- Kairumba
AL Giulia Kibede
AL Mary Jane Knight
AL Carl Madewell
AL Warren McCord
AL Cecil B. Medders
AL Michael A. Morriscy
AL Jack Odle
AL Nkeradirim Ofoegbu
AL Emanual Okoye
AL Larry Rainey
AL Reginald J. Ray
AL W. A. Rice
AL Ben T. Richardson
AL Wayne Rowe
AL Porter Russ
AL Sherman Shores
AL Vee Stalker
AL Ned L. Turnipseed
AL Antoinette Watson
AL Don Watterson
AL Gerald Wheelock

AL Raleigh Wilkerson
AL Neal Wyatt
AL Andrew Zekeri
AR William E. Coe
AR Virgil C. Hammons
AR Pat Hayden
AR Jodie Mahony
AR Wayne Miller
AR Paul Root
AR J. B. Williams
AZ Robert L. Browne
AZ Phillip F. Goldsberry
AZ William Hunter
AZ Charles Losh
AZ Thomas L. McCraley
CA Kate Albert
CA Bethann Berliner
CA Luke Breit
CA Stanley Chow
CA Clair Christensen
CA Norma Frey
CA George Goldman
CA Dan Hauser
CA Judy Isbell
CA Anne Knudsen
CA imuis Lerma
CA Linda Nelson
CA JoAn Saltzen
CA William Wood
CO Larry E. Dunn
CO Toni Haas
CO Jim Henderson
CO Peter Konrad
CO Paul Nachtigal
CO Joe Newlin
CO Stephen T. Scott
CO Melvin D. Skold
CO Philip Stough
CT Ro" Brown
CT Ann Ganung
CT Carol Rocque
DC Bill Bivens
E.- Don Chiavacci
DC Ken Deavers
DC Marilyn Fedelchak
DC David Freshwater
DC Thomas Halicki
DC Beth Honadle
DC Jean Flutter
DC DeWitt John

4-1 4
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DC Lee Kolmer
DC Marvin Konyha
DC Richard Long
DC Robert Lovan
DC Ted Maher
DC Eli P. March
DC Marian Nickelson
DC Ron Page
DC J. Norman Reid
DC Phil C. Smith
DC Harry Staley
DC Ralph Tabor
DC Anthony Thielen
DC Tom Unruh
DC Fred Woods
DE Gerald L. Cole
FL Bo Beaulieu
FL Roy Carriker
FL Rod Clouser
FL Rozier W. Crew
FL James C. Edwards
rL Marsha Harpooi
FL Lawrence W. Libby
FL David Mulkey
FL Gil Scott
GA Judy Bryson
GA B. Carroll Carter
GA Reavis Dixon
GA Keith Grest
GA Horace E. Hudson
GA George Israel
GA Laura Jones
GA James H. Layton
GA Merie P. McMichael
GA Lou McNeil
GA Charles Oxley
GA Alan E. Pigg
GA Boyd Rose
GA Bobby '`evens
GA Gerald Thompson
GA Clarence Williams Jr.
HI Phyllis G. Fox
IA Kathy Beery
IA Tim Borich
IA Richard F. Boyer
IA Al Collet
IA Kathy Comito
IA Judy Eldredge
IA Jack Foresman
IA Kathleen Glenn-Lewin



IA David H. Hammond
IA Alan D. Johnson
IA Vilas Mayer
IA Joseph Millard
IA Ray Olson
IA Timothy Ostroski
IA Dan Otto
IA Lyle Scheelhaase
IA David D. Snitker
IA Betty L. Wells
IA Made Whiteing
IA Lyle E. Zieman
ID Cecil D. Andrus
ID Larry Branen
ID Dick Gardner
ID Loyd Kepferle
ID Paul B. McGinnis
ID Corinne Rowe
IL Jane H. Arends
IL Walt Armbruster
IL Harold J. Booth
IL Arthur Bozue
IL Andrea Brown
IL Richard Chapman
IL Joanne Chezem
IL David Chicoinc
IL Arthur Dorman
IL Lawrence B. Friedman
IL Nancy Fulfor
IL James F. Horine
IL Robert Isaacson
IL Donald R. Norton
IL Robert L. Pinkerton
IL Sharon K. Roberts
IL Frank L. Seville
IL Merle Snodgrass
IL Robert L. Soltau
IL Louis Thurow
IL Lowell Turley
IL Robert Turner
IL Ed Venicombe
IL Rhonda Vinson
IL Kenneth Walker
IL Larry A. Werries
IL Harry (Babe) Woodyard
IN Janet Ayres
IN Brad i3ayliff
IN Patricia A. Douglas
IN -13 F. Jones
IN ...:-Lester Meisberger
IN Jeff Quyle
KS David L. Darling
KS David DeMoss
KS Lee Droegemueller
KS Nancy L. McCabe

KS Gordon Peterson
KS Florence Schruben
KS Vernon C. Wendelken
KY Dan Bozarth
KY John L. Bruner II
KY Dot Darby
KY Alan DeYoung
KY C. B. Embry Jr.
KY James M. Everett
KY Jack Eversole
KY James E. Greer
KY Amber V. Henton
KY Robert C. Howard
KY Tom Ilvento
KY Jennifer Jones
KY Barry L. Mayfield
KY Steve Miller
KY Bob Murphy
KY Joe Nance
KY W. R. (Bill) Parson Jr.
KY David Salisbury
KY J. T. Sandefur
KY Jack Scriber
KY Jaen Shah
KY Ed Sheriff
KY Carnell Sprinkles
KY Rita J. Strange
KY Wandel D. Strange
KY Paul Warner
KY Noland C. Williams
KY Gail Wright
LA Harold Price
LA Marlene Ritter
LA Robert R. Soileau
MA Ron Areglado
MA Gina Burkhardt
MA Nancy DuBosque
MA Rick Feldman
MA Linda Galton
MA Stuart Howell
MA Micheal Mayo
MA W. M. McDermott Jr.
MA Juan Padro
MA Sandra D. Pavoni
MA Priscilla Plato
MA John Pontius
MA Ann B. Whittaker
MD Jerry Coopey
MD Ivar Holmquist
MD Michael L. Sowell
MD E. Robert Stephens
ME Nona 0. Boyink
ME Ira L. Ellis
ME Sophia Glidden
ME Steven Michaud
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ME Charles Woodward
ME Helen Zidowecki
MI Tom Bruce
MI Neal G. Colburn
MI Thomas G. Hanna
MI Paul Kimball
MI Raymond G. Kuhl
MI Leslie F. Lokken
MI Mary Madzia
MI Edwin Renkie
MI Daniel J. Wyant
MN Michael Boelhje
MN Jon Christianson
MN Harold Cotant
MN George A. Donohue
MN Tony Goddard
MN Mary Hassell
MN Leon Heath
MN Keigh Hubei
MN Joyce Iverson
MN Valerie Jerich
MN Barbara Kallio
MN Margaret Kinnunen
MN Will Kitchen
MN Roland Kronberg
MN Gary Kubly
MN George Latimer
MN Elizabeth G. Martinson
MN Jerry Nagel
MN John S. Ostrem
MN Claudia Parliament
MN Rita Plourde
MN Ruth Randall
MN Jeff Schlingmann
MN John H. Sem
MN Dave Senf
MN Claire Seppi
MN Glen D. Shaw
MN Ginny Sheie
MN Gail Skinner
MN Laurel Sorlie
MN Tom Stinson
MN Terence Stone
MN Doug Uhrhammer
MN George L. Vick
MN Lothar Wolter Jr.
MO Richard A. Cavender
MO Joseph Clay Crum
MO Juanita Donehue
MO Donald E. Evans
MO Gerald W. Gilkey
MO William Heffernan
MO Daryl Hobbs
MO Gordon Ipson
MO Kenneth E. Pigg



MO Max Summers
MO Phil Tate
MS H. Doss Brodnax Jr.
MS Edward G. Cole
MS Harold Fisher
MS W. D. Fitts
MS Jim Flanagan
MS Larry H. Graves
MS Michael L. Lightsey
MS Albert E. Myles
MS Lynn Reinschmiedt
MS Malcolm Shepherd
MS Bernard Simmons
MS Cecil L Simmons
MS Bonnie Teater
MS Timothy Teater
MS Jacqueline Tisdale
MS Duane Tucker
MS Geraldine Yates
MT Ingrid Danielson
MT John Kohl
NC Billy Caldwell
NC Tom Connelly Jr.
NC Elinor C. Ezzell
NC Howell 0. Gentry
NC Jackie Langston
NC Tom Lolley
NC James A. Martin
NC Larry McClure
NC Bob Paciocco
NC Connie Price
NC Robert E. Shepherd
NC Steven E. Shore
NC Paul Stone
NC Ronald E. Wall
NC Elliott Wolf
ND Donald E. Anderson
ND Kaye Braaten
ND John G. Broste
ND Jeri W. Dunkin
ND Tom Gallagher
ND James Hirsch
ND Rod Landblom
ND Ron LeClerc
ND Walter A. Meyer
ND Eugene J. Nicholas
ND Peg Portscheller
NE George Beattie
NE Ron Krupicka
NE Kathy J. Small
NH Alexander Blastos
NH Priscilla M. Shaw
NJ Barbara Goetschius
NJ John A. Meade
NM Henry Carey

NM Oyde Eastman
NM Becky Gutierrez
NV Bruce Adams
NV Carl R. Dahlen
NV Jack Davis
NV Jean Ford
NV Andy Gross
NV Tom Harris
NV Leon Hensley
NV Dave Humke
NV Paul Johnson
NV Kelly Lucy
NV Sarah J. Mersereau
NV Elwood Miller
NV Darrell Plummer
NV Robin L. Rierdan
NV Kenneth Sakurada
NV Michael Tracy
NY David Al lee
NY Kim Blot
NY Maynard Boyce
NY Nancy Bracken
NY David Call
NY Charles Cook
NY Michael Delarm
NY William Deming
NY Robert Dormer
NY Mary Ellen Dowling
NY Marge Fiorentino
NY Janet Fitchen
NY Paul Fitzpatrick
NY Marthe Gold
NY William Greer
NY lIgvid W. Gross
NY Gary Hayes
NY Thomas Herbck
NY John J. Kelly
NY David R. Lee
NY P. Alistar MacKinnon
NY Sidney J. Mann
NY Harold J. Marshall II
NY Richard E. McCormick
NY Marc Mendelsohn
NY John Pearson
NY Christine K. Ranney
NY Kenneth Rowe
NY Kevin Smith
NY Steve Smith
NY Thomas Stalter
NY Mildred E. Warner
OH John H. Davis
OH Bill Grunkemeyer
OH Donald Shoub
OH Gloria Summers
OH Luther Tweeten
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OH Robert L. Weinfurtner
OH Steven Wilhide
OK Elton Brown
OK Mary Kelly Frantz
OK L W. "Bud" Johnson
OK Stanley R. Ralstin
CK Mike D. Woods
OR A. D. Cobbin
OR William Conklin
OR Rex W. Hagans
OR Bill Hansell
OR Paul Howard
OR Marsha Kilgore
OR Beth Markwell
OR Robert R. Rath
OR John Schnell
OR Phil Ward
OR Bruce Weber
OR Dale White
OR Colin Wood
OR George L. Wyatt
OR Russell C. Youmans
PA Kenneth Alston
PA Joe Bard
PA Charles 0. Crawford
PA Richard Eaton
PA Philip Favero
PA Mercedes Fitnnaurice
PA Bill Gillis
PA Howard Glessner
PA J. Russell Hale
PA Arnold Hillman
PA Drew Hyman
PA David Kirkpatrick
PA Philip D. Koos Jr.
PA Ronald Ku lec
PA Gil Longwell
PA Ken Martin
PA Bruce Moyer
PA Dennis Murray
PA Christopher P. Nester
PA Gabrielle Ramsauer
PA Brent Raupers
PA Carmel Sirianni
PA H. Richard Slagle
PA Eric Snyder
PA Marshall Spayd
PA Tim Warfie ld
PA Donna J. Wolfinger
PR Antonio R. Silva
PR Domingo Torres-Zayas
RI Janice Baker
RI Howard H. Foster
SC Leon Burton
SC Kathy Coleman



3C Elwyn E. Deal
SC Roland Gardner
SC Joseph Gentry
SC Harold M. Harris Jr.
SC James C. Hite
SC Edward M. Hudson
SC J. S. Jones
SC Suzanne Larson
SC Gary L. McMahan
SC Harry W. Miley Jr.
SC Henry M. Moody Jr.
SC Daniel B. Smith
SC Joe F. Vaigneur
SC Eddie D. Wynn
SD James Doolittle
SD Scot Graff
SD Paul Knecht
SD Ardelle A. Lundeen
SD Bernard Osberg
SD Dan Wall
TN Tom Barksdale
TN Tom Clark
TN C. E. De Priest
TN Warren S. Feld
TN Fred R. Hobbs
TN Gordon Holleman
TN Ray Humberd
TN Virginia Moore
TN John L. Needy
TN Bill Park
TN Margaret Phelps
TN Nancy Ramsey
TN Ronald W. Shipe
TN Cynthia Simpson
TN Laurence Skold
TN William '1'roy
TN W. Clyrle. Webster
TX Richard Barry
TX Madeleine Draeger
TX Wilbur R. Dunk
TX Richard A. Edwards
TX Dennis Fisher
TX Robert B. Greene

TX Sue H. Jones
TX Ron Knutson
TX Preston Kronkosky
TX Jack W. Langford
TX Brian Muller
TX Gus F. Mutschcr
TX Joe Outlaw
TX Cheryl Pink
TX Ruby Jo Rachal
TX Gordon Riall
TX James Richardson
TX Martha L. Smith
TX George Solana
TX Greg Taylor
TX Jack Thigpen
UT Lynn Bills
UT Homer C. Chandler
UT Pete Coleman
UT Jerry Conley
UT Bill Howell
UT Gary McClellan
UT Ed Meyer
UT Lee Ncison
UT Ernie Weeks
UT John S. Williams
VA Bruce Behringer
VA Michael Chandler
VA John L. Crittcndc
VA Deborah Doyle
VA George C. Estes
VA Joyce French
VA Jim D. Graham
VA Joyce Green
VA J. Paxton Marshall
VA James F. McDo:.ald
VA Beth Nelson
VA Raymond 0. Perry
VA A. Edward Sutphin
VT Duncan Brines
VT Barry Stryker
WA James C. Barron
WA Donna J. Batch

WA Annabel Cook
WA Enid Cox
WA Greg Cox
WA Gary Ely
WA Dennis C. Houle
WA Dale Lambert
WA Martha Bullock Lamberts
WA Mary Looker
WA Bob Petersen
WA Margaret Rayburn
WA John Tontz
WA Ardir Armstrong Young
WI Robert D Benton
WI Ann T. Bolz
WI Larry Dickerson
WI Jerry Hcmbd
WI Gordon Hoke
WI Susan Kaye
WI Mark D. Lewis
WI Lorna Miller
WI Pat Osborne
WI Glen Pulver
WI Tim Size
WI Roland Solberg
WI Robert Temesh
WI Randy Wade
WV Pat Ceperley
WV Barbara Cox
WV Cliff Davis
WV Denver Drake
WV Kenneth E. Green
WV Joh^ Himelrick
WV Ha Aarockie
WV Bill . crry
WV Ed Rapking
WV Jack Sanders
WV Lyle Sattes
WV C. Todd Strohmenger
WY Chris Clothier
WY Sam Cordes
WY Earl R. Detwiler
WY Collin Fallat
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Appendix Alphabetical Listing Of Participants

Bruce Adams, County Manager
Douglas County
P.O. Box 218
Minden, NV 89623
702-782-9821

Kate Albert, Policy Analyst
Western Office/Council of State Govts.
121 Second St. - 4th Floor
San Francisco, CA 94105
415-974-6422

David Alice
Professor, Agricultural Ticonomics
Cornell University
Dept. of Agri. Economics
214 Warren Hall
Ithaca, NY 14855

Kenneth Alston
Chief, Primary Care
Program/Managemer' 1..anch
D.H.H.S - P.H. - Region III
P.O. Box 13716
Philadelphia, PA 19101
215-596-0732

Donald E. Anderson, Associate Director
North Dakota Agr. Experiment Station
North Dakota State University
Box 5435, State University Station
Fargo, ND 58105
701-237-7654

Cecil D. Andrus, State Governor
Office of the Governor
State House
Boise, ID 83720
20E-314-2100

Ron Areglado
N. W. Regional Education Center
Berkshire Plaza
37 Main S:.
N. Adams, MA 01247
413-664-7101

Jane H. Mends, Executive Director
North Central Reg. Educational Lab.
295 Emroy Ave.
Elmhurst, IL 60126
312-941-7677

Walt Armbruster
Associate Managing Director
Farm Foundation
1211 West 22nd Street
Suite 216
Oakbrook, IL 60521-2197
312-571-9393

Babatunde R. Ashiru
Dept. of Agnbusiness Education
Alabama A&M University
Normal, AL 35762
205-859-7412

Janet Ayres
Professor, Agricultural Economics
Agricultural Economics Dzpt.
629 Krannert Building
Purdue University
West Lafayette, IN 47907
317-494-4215

Janice Baker
Management Information and
Evaluation
Department of Education
Roger Williams Bldg., Room 316
22 Hayes St.
Providence, RI 02908
401-277-3126

Joe Bard
Chief - Division of Advisory Services
Pennsylvania Department of Educatior
333 Market St.
5th Floor
Harrisburg, PA 17126-0333
717-7874860

Tom Barksdale, Planner
MATCOG/MDDD
157 Poplar Ave., Room B-150
Memphis, TN 38103
901-576-4610

J. T. (Duffy) Barr, State Statistician
Alabama Agricultural Statistics Ser.
P.O. Box 1071
Montgomery, AL 36192
205-832-7263

James C. Barron, Extension Economist
Cooperative Extension Service
Washington State University
Pullman, WA 99164-6230
509-335-2865

Richard Barry
Department of Family Medicine
Texas Tech University School of
Medicine
Regional Academic Health Center
800 West 4th St.
Odessa, TX 79763
915-335-5310
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Donna J. Batch
Program Manager, LDMF
Washington Dept. of Community Dev.
Ninth and Columbia Bldg.
MS/GH-51
Olympia, WA 98504
206-586-8779

Brad Bayliff, State Representative
1904 Graytwig Dr.
Kokomo, IN 46902
317-453-0171

George Beattie, Assistant Director
Nebraska Department of Agriculture
301 Centennial Mall South
Lincoln, NE 68509-4947
402-471-2341

Bo Beaulieu
Prof. - Rural Sociologist
University of Florida
123 Rolls Hall
Gainesville, FL 32611
904-392-1747

Kathy Beery
Rural Development Coordinator
Iowa Department of Economic Dev.
200 E. Grand Avenue
Des Moines, IA 50309
515-281-3274

Joseph Befecadu
Asso. Prof., Agribusiness Education
Alabama A&M University
P.O. Box 12
Normal, AL 35762
205-859-7471

Bruce Behringer, E:ecutive Director
Virginia Primary Care Association
1606 Santa Rosa Rd., #254
Richmond, ,..k 23229
804-288-1119

Robert D. Benton, Dean
Col,. of Education & Human Services
University of Wisconsin-Oshkosh
800 Algoma Boulevard
Oshkosh, WI 54901
414-424-3322

Bethann Berliner, Program Associate
Rural Schools Assistance
Far West Laboratory
1855 Folsom St.
San Francisco, CA 94103
415-565-3009



Lynn Bills, Director
Southeast Education Service Center
Price, UT 84501
801-637-1173

Bill Bivens, Projects Director
National Assoc. of Dcv. Organizations
400 North Capitol Street, N.W.
Suite 372
Washington, DC 20001
202-624-7806

Alexander Blastos
Curriculum Supervisor
New Hamshire Dept. of Education
101 Pleasent St.
Concord, NH 03301
603-201-2407

Kim Blot
Director, Agri. Support Services
N.Y. State Dept. of Agri. Markets
1 Winners Circle
Capitol Plaza
Albany, NY 12305
518-457-7076

Cecil Bobo
Migrant & Chapter 1 Coordinator
Alabama Department of Education
406 State Office Bldg.
Montgomery, AL 36130
205-261-5145

Michael Boelhje
Head, Agri. Economics
231 Classroom Office Bldg.
1994 Buford Avenue
University of Minnesota
St. Paul, MN 55108

Ann T. Bo lz
Director of Government Relations
Wausau Hospital Center
333 Pine Ridge Boulevard
Wausau, WI 54401
715-847-2892

Harold J. Booth, Chairman
Two River Regional Council
4th St., Franklin Sq.
Quincy, IL 62301
217-224-8171

Tim Borich, Extension Associate
North Central Reg. Cntr. for Rural Dev.
303 East Hall
Iowa State University
Ames, IA 50v.1
515-294-0220

Ha Bosarge, OB/GYN Nurse
Mostellar Medical Center
Rt.1 Box M
Irvington, AL 36544
205-824-2174

Maynard Boyce, Vice Chairman
Southern Tier West Regional Planning
and Develoment Board
3876 Main St.
Scio, NY 14880
716-593-2446

Richard F. Boyer, Consultant
Iowa Dept. of Education
Division of Administrative Services
Grimes State Office Building
Des Moines, IA 50319
515-281-5131

Nona 0. Boyink. Vice President
Director of Primacy Care
Kennebec Valley Regn. Health Agency
P.O. Be- 728, 8 Highwood St
Waterville, ME 04901
207-873-1127

Dan Bozarth
Director, Program Development
Pennyrile Area Development Dist Inc.
300 Hammond Dr.
Hopkinsvi Ile, KY 42'10
502-886-7184

Arthur Bozue, Township Supervisor
Garfield Township
407 East Washington
Gardner, IL 60424
815-237-8832

Kaye Braaten
Commissioner, Richland County
Rural Rt. 1, Box 32
Barney, ND 58008
701.439-2756

Nancy Bracken, Executi' c Director
Oak Orchard Community Health Center
80 West Ave.
Brockport, NY 14420
716-637-5319

Larry Brancn, Dean
University of Idaho
College of Agnculture
Moscow, ID 83843

Luke Breit
Chicf of Staff to Assemblyman
California Legislature
State Capitol, #2091
Sacramento, CA 95814
916-445-8360

Duncan Brines, Vice President
Vermont Hospital Association
148 Main Street
Moc.tpelier, VT 05602
802-223-3461
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H. Doss Brodnax Jr., Director
Southern Rural Development Center
P.O. Box 5446
Mississippi State, MS 39762
601-325-3207

John G. Broste, Director
CENEX Coop.
125 Independence Ave.
Bismarck, ND 58501
701-258-5120

Andrea Brown
Assistant Regional Supenntendent
2000 Washington Avenue
Cairo, IL 62914
618-734-0199

Elton Brown, ASCOG Beard Member
Assn. of South Central Okla. Gov'ts.
802 Main Street
P.O. Box 1647
Duncan, OK 735'9
405-252-0595

Roy Brown, Consultant
Connecticut State Dept. of Education
25 Industrial Park Road
Middletown, CT 06457
203-638-4030

Rlbert L. Browne. Superintendent
Yuma Union High School Distnct
3159 South Avenue A
Yuma, AZ 85364-7998
602-726-1731

Tom Bruce, Program Director
Kellogg Foundation
400 N. Ave.
Battle Creek. MI 49017
616-968-1611

John L. Bruner II. Executive Director
Cumberland Valley Area De,. District
100 St. Police Rd.
London, KY 40741
606.864 -7391

Judy Bryson. Section Chief
Georgia Department of Labor
148 International Blvd.
Suite 650
Atlanta. GA 30303
404-656-6201

Gina Burkhardt. Rural Specialist
Regional Lab for Educ. Improvement
of the N. E and Islands

290 S. Main
Andover, Mt '1810
508-470-0098

Leon Burton, executive Director
Franklin C. Fetter, Ire.
51 Nassua Street
Charleston, SC 29403
803-722.4112



Billy Caldwell
Iciate State Leader - ANR/CRD

N,fth Carolina State University
214 Ricks Halo 7602
Raleigh, NC 27695-7601
919-737-3252

David Call, Dean
College of Agriculture and Life Sciences
Roberts Hall
Come , Unive'sity
Ithaca, NY 14853
607-255-2241

Stuart A. Capper, Associate Dean
School of Public Health
University of Alabama at Birmingham
University Station
Birmingham, AL 35294
205-934-2718

Henry Carey, Director
Fr .st Trust
F.J. Box 9238
Santa Fe, NM 87504
505-983-8992

Roy Carriker, Professor
University of Florida
Food and Resource Economics Dept.
1157 McCarty Hall
Gainesville, FL 32611
904-392-2394

B. Carroll Carter, Pastor
Georgia Baptist Convention
Route 1, Box 51
Pinehurst, GA 31070
912-645-3578

Doug Cash, Principal
South Lamar School
P.O. Box 309
Millport, AL 35576
205-662-4411

Richard A. Cavender
Executive Director
Merdmec Regional Planning Comm.
Tucker Building
101 West 10th Street
Rolla, MO 65401
314-364-293

Pat Ceperley, R&D Specialist
Appalachia Educational Lab.
P.O. Box 1325
Charleston, WV 25325
304-347-0447

Homer C. Chandler, Executive Director
Mountain land Assoc. of Governments
2545 Canyon Road
Provo, UT 84604
801-377-2 62

Michael Chandler
Extension Specialist, Community Dev.
Virginia Tech
Rm. 233, Smyth gall
Blacksburg. VA 24061
703-961-6921

Richard Chapman, Executive Director
Two Rivers 'Regional Council
of Public Officials

4th & State Street, Franklin Sq.
Quincy, IL 62301-41
217-224-8171

Joanne Chezem, Assistant Director
Office of Regional Research and Serv.
Southern Illinois Uriversity
Carbondale, IL 62901
618-536-7735

Don Chiavacci, Research Analyst
Office of Strategic Planning & Policy
U. S. Department of Labor
200 Constitution Ave., N.W.
Washington, DC 20210
202-535-0677

David Chicoine, Professor
Agri. Economics/ Govt.& Public Affairs
1301 W. Gregory Dr.
305 Mumford Hall, University of Illinois
Urbana, IL 61801
217-333-6582

Stanley Chow, Director
Rural Education
Far West Laboratory
1855 Folsom St.
San Francisco, CA 94103
415-565-3020

Clair Christensen
Rural Development Specialist
U. of C. Cooperative Extension Service
ABS Department
Rm. 157, A01 4
Davis, CA 95616
916-752-3006

Jon Christianson
Professor, Division of Health
School -f Pub. Health Serv. Res & Pol.
University of Minnesota
P.O. Box 729
Minneapolis, MN 55455
612-624-6151

Tom Clark, Planner
MATCOG/MDDD
157 Poplar Ave., Room B-150
Memphis, TN 38103
901-576-4610
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Chris Clothier
Wyoming Econ. Dev. and Stab. Board
State of Wyoming
Herscliler Building
Cheyenne, WY 82002
307-777-6883

Rod Clouser
Professor, Agricultural Economics
University of Florida
1123 McCarty Hall
Gainesville, FL 32611
904-392-1854

A. D. Cobbin, Executive Director
Columbia Memorial Hospital
2111 Exchange Street
Astoria, OR 97103
503-325-4321

William E Coe, Executive Secretary
Ark. Rural Education Asso.
495 Coe Lane
Batesville, AR 72503
506-793-9570

Neal G. Co !bum, Adminstrator
East Jordan Family Health Center
601 Bridge St.
P.O. Box 718
East Jordan, MI 49727
616-536-2706

Edward G. Cole
Governmental Training Specialist
Mississippi Coop. Extension Service
P.O. Box 5446
Mississippi State, MS 39762
601.325-3141

Gerald L Cole
Chair, Food & Res. Economics
University of Delaware
234 Townsend Hall
Newark, DE 19717-1303
30?-451-2511

Jim Coleman, Executive Director
West Alabama Health Services
P.O. Box 711
Eutaw 35462
205-37 70

Kathy t eman, Executive Assistant for
Public rwairs
Clemson University/Prblic Affairs
1201 Main St., Suite 1770
Columbia, SC 29201
803-737-0690

Fete Coleman, County Commissioner
Wasatch County (Mt lands)
275 N. Homestead Dr.
Midway, UT 84049
801-654-1006



Al Collet
Manager, Business Development
Iowa Area Development Group
2700 Wcstown Parkway
West Des Moines, IA 50265
515-223-4817

Kathy Comito, Network Coordinator
Mercy Hospital Medical Center
Mercy Network of Health Services
1055 - 6th Ave., Suite 100
Des Moines, IA 50314
515-247-8372

William Crank lin, Supervisory Forester
Sskiyore National Forest
P. O. Box 440
Grants Pass, OR 97526
503-479-5301

Jerry Conley, UBAG Executive Director
Uintah Basin Asso. Governments
120 S. 100 E. 43-4
Roosevelt, UT 84066
801-722-4518

Tom Connelly Jr., Dean
School of Nursing & Health Science-,
Western Carolina University
Cullowhee, NC 28723
704-227-7406

Annabel Cook, Extension Sociologist
Cooperative Extension Serv. e
Department of Rural Sociology
Washington State University
Pullman, WA 99164-4006
509-335-4519

Charles Cook, State Senator
New York State Senate
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P.O. Box 2120
Bowling Green, KY 42102-2102
502-781-2381

Elinor C. Ezzell, Executive Director
Goshen Medical Center
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212-264-2543

Dennis Fisher
Economist - Business Development
Community Development
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Delhi, NY 13753
607-746-2130
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P.O. Box 1217
Wise, VA 24293
703-328-9421

Larry H. Graves
Leader, Community Development
Cooperative Extension Service
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717-334-1806
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314 E. Central Ave.
Room 119
Blountstown, FL 32424
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Clemson, SC 29634-0355
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Gary Hayes, Executive Director
Central New Ycrk Reg. Planning Board
90 Presidential Plaza - Suite 122
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P.O Box 1071
Knoxville, TN 37901
615-974-7271

Dave Humke, Assemblyman
Nevada Legislature
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Gordon Ipson
Director, Area Mkt./Econ. Dev.
Northwest Partnerships
1302 Main Street
Trenton, MO 64683
816-359-5114

Robert Isaacson, Evaluator
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Texas A&M University
College Station, TX 77843-2124
409-845-8221

Joe Kairumba
Dept. of Agnousiness Education
%barna A&M University
picnnal, AL 35762
205-859-7412
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Barbara Kallto, Town Board Chair.
Town of Embarrass
Rt. 1
Embarrass, MN 55732
218-984-2672

Susan Kaye. Project Director
North Woods Medical Coop.
Rt. 2, Box 221
Minong, WI 54859
715-466-2203

John J. Kelly
Essex County Supervisor
Town of Schroon & Essex County
Essex County Courthouse
S. Main Street
Schroon Lake, NY 12870
518-532-7737

Loyd Kepferle, Center Director
Idaho Rural Health Education Center
P.O. Box 6756
Boise, ID 83707
208-342-4666

Girma Kibede
Dept. of Agribusiness Education
Alabama A&M University
Normal, AL 35762
205-859-7412

Marsha Kilgore, Manager
Office of Rural Health
State Health Planning & Dev Agency
1174 Chemeketa St., NE.
Salem, OR 97310
502-378-4068

Paul Kimball, Assistant Supenntendent
Michigan Department of Education
106 Coles Drive
Marquette, MI 49855
906-228-8262

Margaret Kinnunen
Town Clerk - Treasurer (SISU)
Town of Embarrass - SISU Hentage
Rt. 1
Embarrass, MN 55732
218-984-2672

David Kirkpatrick, Executive Director
PA. Assn. of Rural and Small Schools
2323 Rudy Rd.
Harrisburg, PA 17104
717-232-2146

Will Kitchen, President
Tele-Systems
2626 E. 82nd St.
Bloomington, MN 55425
612-854-6080



Paul Knecht
GOLD Program Coordinator
Governor's Office of Eco. Development
Capitol Lake Plaza
711 Wells Ave.
Pierre, SD 57501
605-773-5032

Mary Jane Knight
Coordinator, ADECA
Governor's Rural Development Program
P.O. Box 250347
Montgomery, AL 36125-0347
M2844838

Anne Knudsen
Tahoe Forest Hospital
P.O. Box 759
Truckee, CA 95734
916 - 587.6011

Ron Knutson
Professor & Extension Economist
Agricultural Economics
Texas A&M University
College Station, TX 77843-2124
409-845-5913

John Kohl
Northwest Regional Educational Lab
5727 Blackwood Road
Bozeman, MT 59717
406-586-4743

Lee Kolmer, Agricultural Economist
USDA/Science and Education
14th & Independence
217 W. Admin. Bldg.
Washington, DC 20250
202-447-M

Peter Konrad, Vice President
The Colorado Trust
1560 Broadway
Suite #875
Denver, CO 80202
3038374200

Marvin Konyha
National Program Leader
Extension Service, USDA
Room 3865 South Bldg.
14th & Independence
Washington, DC 20250
202-447-2602

Philip D. Koos Jr., Executive Director
North. Tier Reg. Plan. & Dev. Comm.
507 Main St.
Towanda, PA 18848
717-265-9103

Roland Kronberg
Douglas County Commissioner
Rt. 1, Box 53
Evansville, MN 56326
218-948-2372

Preston Kronkosk-y, Executive Director
Southwest Educational Dev. Lab.
211 East 7th St.
Austin, TX 78701
512-476-6861

Ron Krupicka
Leader, Sustainable Agricultural
Progress
Center for Rural Affairs
P.O. Box 736
Hartington, NE 68739
402-254-6893

Gary Kubly, Rural Life Coordinator
Lutheran Social Service/ ELCA
414 West Becket
Willmar, MN 56201
612-235-5411

Raymond G. Kuhl, General Manager
Michigan Electric Coop. Assn.
400 N. Walnut
Lansing, MI 48933
517-484-5022

Ronald Kulec, Executive Director
North Cent. Reg. Plan & Dev. Comm.
651 Montmorenci Ave.
P.O. Box 488
Ridgway, PA 15853
814-773-3162

Dale Lambert, Teacher
Eastmont High School
1150 North Grover
East Wenatchee, WA 98801
509-884-3167

Martha Bullock Lamberts
Human Development Specialist
Washington State Univ. - Coop. Ext.
Puyallup RE Center
7612 Pioneer
Puyallup, WA 98371-4998
206-840-8539

Rod Landblom, Executive Directot
Roosevelt-Custer Regional Council
Pulver Hall
Dickinson, ND 58601
701-227-1241

Jack W. Langford
Vicar & Executive Director
Episcopal Church/Sealy Cham. of Com.
P.O. Box 586
311 Fowlkes
Sealy, TX 77474
409-885-3222

Jackie Langston
Natural Resource/Agriculture Officer
N.C. Rural Economic Dev. Center
116 N. Person Street
Raleigh, NC 27601
919-821-1154
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Suzanne Larson
Ern ^opal Outreach of Pawley's Island
Camp Basketville
P. O. Box 990
Pawleys Island, SC 29585
803-237-3459

George Latimer
Office of the Mayor
347 City Hall
St. Paul, MN 55102
612-298-4323

James H. Layton, Planning Director
Coosa Valley EDD
P.O. Drawer H
Rome, GA 30161
404-295-6485

Ron LeClor
Rural Development Coordinator
North Dakota Economic Dev. Comm.
Liberty Memorial Bldg.
Capitol Grounds
Bismark, ND 58505
701-2242810

David R. Lee, Associate Professor
Agricultural Economics - Public Policy
446 Warren Hall
Cornell University
Ithaca, NY 14853
607-255-7685

Louis Lerma, Executive Director
Clincias de Salud del Pueblo, Inc.
1166 K Street
P. 0. Box 1279
Brawley, CA 92227
619-344-6471

Mark D. Lewis, State Representative
State Capitol
Madison, WI 53708
608-266-0660

Lawrence W. Libby
Professor & Dept. Chairman
Food and Resource Economics
1157 McCarty Hall
University of Florida
Gainesville, FL 32611
904-392-1826

Michael L. Lightsey
Governmental Training Specialist
Mississippi Coop. Exten. Ser.
P.O. Box 5446
Mississippi State, MS 39762
601-325-3141

Leslie F. Lokken
Staff - Governor's Cabinet
Council on Jobs and Economic Dev.
Box 30017
c/o MDA - Exec. Dir.
Lansing MI 48909
517-373-1109



Tom Lolley
Western Area Missionary
Baptist State Convention NC
P.O. Box 910
Old Fort, NC 8762
704-724-9476

Richard Long
USDA/Economic Research Service
1301 New York Ave., N.W. #314
Washington, DC 20005-4788
202-786-1530

Gil Longwell, Director, Special Projects
PA State Asso. of Township Supervisors
3001 Gettysburg Road
Camp Hill, PA 17011
117-763-0930

Mary Looker, Health Planner
Div. of Health, Primary Health Care
Airdustrial Park
Bldg.10 LK-13
Olympia, WA 98504
206-586-4620

Charles Losh
Director, Program Improvement
Arizona Dept. of Education
1535 West Jefferson
Phoenix, AZ 85007
602-255-5353

Robert Lovan
National Program Leader
Extensier. Service - NRRD-USDA
14th nd bidependence
Rm. 390 S Bldg.
Washington, DC 20250-0900
202-447-2805

Kelly Lucy, Executive Director
N.E. Nevada Development Authority
P. O. Box 2812
355 5th St. #205
Elko, NV 89801
702-738-2100

Ardelle A. Lundeen, Head
Economics Department
South Dakota State University
Box 504A Scobey Hall
Brookings, SD 57007
605-688-4141

P. Alistar MacKinnon, Coordinator
NYS Education Department
Rm. 121 EB
Washington Ave.
Albany, NY 12234
518-474-1235

Carl Madewell, Regional Manager
Tennessee Valley Authority
Agriculture Institute
Muscle Shoals. AL 35660
205-386-2465

Mary Madzia
Michigan Business Ombudsman
P.O. Box 30107
Lansing, MI 48909

Ted Maher, Program Leader
USDA/Extension Service
3865 South Bldg.
Washington, DC 20250
202-447-7185

Jodie Mahony
State Representative, Arkansas
Southwest Educational Dev. Lab.
40.1 Armstrong Bldg.
El Dorado, AR 71730
501-862-6464

Sidney J. Mann, Director
Regional Educational Planning & Dev
431 Philo Road
Elmira, NY 14903
607-739-3581

Eli P. March
Local Tech. Assist. Coordinator
EDA, Room 7319
U.S. Dept. of Commerce
Washington, DC 20230
202-377-2127

Beth Markwell, Account Executive
U.S. West Communications
121 SW Morrison, Suite 1500
Portland, OR 97204
503-464-1524

Hank Marockie, President
Ohio County Schools
2203 National Rd.
Wheeling, WV 26003
304-243-0300

Harold J. Marshall II
Economic Development Representative
U.S. Dept. of Comm /Eco. Dcv. Admin.
100 S. Clinton Street
Room 1225 FOB
Syracuse, NY 13260-0030
315-422-1963

J. Paxton A. III, Extension Specialist
Virginia Pol) hnic Institute & SU
Dept. of Ag. economics
325 Hutcheson Hall
Blacksburg, VA 24061

James A. Martin, Executive Director
Robeson Health Care Corp.
P.O. Box 1629
Pembroke, NC 28372
919-521-8641
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Ken Martin, Budget Analyst
Muse of Representatives
Appropriations Committee
512 - G - 9 Main Capitol Bldg.
Harrisburg, PA 17120
717-787-3501

Elizabeth G. Martinson
Assistant Administrator
Cook Area Health Services, Inc.
20 South Fifth Street East
Cook, MN 55723
218-666-5959

Vitas Mayer, Executive Director
Cherokee Industrial Corp
601 W. Main
Cherokee, IA 51012
712-225-6414

Barry L. Mayfield
Manager of Public Affairs
East Kentucky Power Cooperative
P.O. Box 707
Winchester, KY 40391
606-7444812

Michael Mayo, Associate Director
Reg. Lab. for Educational Improvement
290 S. Main St.
Andover, MA 01810
508-470-0098

Nancy L. McCabe
Commun'7 Development Specialist
Kansas I ept. of Commerce
400 S.W. 8th
5th Floor
Topeka, KS 66603
913-296-3485

Gary McClellan
Assistant to Commissioner
Uintah County
152E 100N
Vernal, UT 84078
801-781-0770

Larry McClure
Eastern Area Missionary
Baptist State Convention of NC
2448 Gary's Lane
New Bern, NC 28560
919-638-3232

Warren McCord State Leader
Community Resource Development
Cooperative Extension Service
203 Duncan Hall
Auburn University
Auburn, Al, 36849
205-826-4923



Richard E McCormick
Regional Analyst III
Southern Tier E Reg. Plan. Dev. Board
84 Hawley Street
Binghamton, NY 13901
607-724-1327

Thomas L McCraley, Superintendent
Yuma School District No. One
450 Sixth Street
Yuma, AZ 85364
602-782-6581

W. M. McDermott Jr.
Executive Vice President
Massachusetts Medical Society
1440 Main Street
Waltham, MA 02154-1649
617-893-4610

James F. McDonald, General Minister
Virginia Council of Churches
2321 Westwood Avenue
Richmond, VA 23230
804-353-5587

Paul B. McGinnis, Project Director
Mountain State Health Corp.
P.O. Box 6756
Boise, ID 83707
208-342-4666

Gary L McMahan, Manager
Economic Development Institute
State Development Board
P.O. Box 927
Columbia, SC 29202
803-737-0400

Merie P. McMichael, DA-RD
Extension Service
Landrum Box 8112
Statesboro, GA 30460
912-681-0179

Lou McNeil, Director
Glenmary Research Ctr.
"... J Piedmont Ave. NE
Atlanta, GA 30308
4:..4-876-6518

John A. Meade, Interim Chair
Agric. & Resource Mgmt. Specialist
Rutgers Univ. Cooperative Ext. Service
P.O. Box 231, Martin Hall
New Brunswick, NJ 08903
201-932-93C3

Cecil B. Medders
specialist-Agricultural Marketing
Kabama Power Company
P.O. Box 2641
Birmingham, AL 35291-0<30
205-250-4392

Chester Meisberger, Superintendent
Switzerland County School Corporation
305 West Seminary Street
Vevay, IN 47043
81" 7-2611

Marc Mendelsohn, Director of Planning
Community Ger.. Hosp., Sullivan Co.
P.O. Box 800 Bushville Rd.
Harris, NY 12742
914-794-3300

Sarah J. Mersereau
Director, Rural Programs
NV Commission on Economic Dev.
600 East William
Suite 203
Carson City, NV 89710
702-885-4325

Ed Meyer, Director, Rural Development
Business and Economic Development
6150 State Office Bldg.
Salt ',..ake City, UT 84114
8014,38-3042

Wr-ier A. Meyer, State Senator
State of Indiana
/00 Old Red Trail
Mandan, ND 58554
701-667-1281

Steven Michaud, Director
inf.). Ser. Human Resource Contact
Maine Hospital Association
160 Capitol Street
Augusta, ME 04330
207-622-4794

Harry W. Miley Jr.
Sr. Exec. Asst./Econ. Dev. Office
Governor's Office
P.O. Box 11369
Columbia, SC 29211
803-734-9818

Joseph Millard
Director of Educational Services
Heartland Education Agency
6500 Corporate Drive
Johnston, IA 50131
515-270-9030

Elwood Miller, Associate Director
Cooperative E..:tension Service
College of Agriculture
University of Nevada
Reno, NV 89557

Lorna Miller
Specialist, Rural Sociology
University of Wisconsin
1450 Linden Dr.
Madison, WI 53706
608-262-3913
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Steve Miller, Executive Director
Buffalo Trace ADD
327 W. 2nd St.
Maysville, KY 41056
606-564-6894

Wayne Miller, Program Officer
Winrock InternatiLnal
Petit Jean Mountain
Rt. 3
Morriitun, AR 72011
501-727-5435

Henry M. Moody Jr.
Farm Crisis Liaison
Task Force on Church in Society
S. Carolina Synod Evangelical Lutheran
138 Cheshire Road
Lexington, SC 29072
803-359-2223

Virginia Moore, Assistant Commissioner
Employment security - State of TN.
527 Cerdell Hull Bldg.
Nashville, TN 38501
615-741-0921

Michael A. Morrisey, Professor
School of Public Health
University of Alabama at Birmingham
118 Pickwick Place
Birmingham, AL 35294
205-934-6041

Bruce Moyer
Energy Management Specialist
Pennsylvania Rural Electric Association
212 Locust St.
Harrishurg, PA 17108-1266
717-23S-5704

David Mulkey, Professor
Food and Resource Economics Dept.
1117 McCart" Hall
University o tlorida
Gainesville, FL 32611
904-392-1854

Brian Muller
Economic Development Coordinator
Texas Department of Agriculture
P. O. Box 12847
Austin, TX 78701
512-463-7624

Bob Murphy, Director of Field Services
Kentucky Housing Corporation
1231 Louisville Rd.
Frankfort, KY 40601
502-564-4598

Dennis Murray, Director
Rural Services Institute
Mansfield University
Mansfield, PA 16933
71?-662-4775



Gus F. Mutschca, County Judge
Brans Development Council
3006 East 29th Street
P.O. Drawer 4128
Bryan, TX 77805-4128

Albert E Myles
Community Development Specialist
Mississippi Coop. Exten. Ser.
P.O. Box 5446
Mississippi State, MS 39762
601-325-3141

Paul Nachtipl
Director, Rural Education Project
Mid-Continent Regional Educ. Lab.
12500 E Bit( Ave.
Suite 201
Aurora, CO 80014
303-337-0990

Jerry Nagel, Executive Director
Northwest Regional Devel. Commission
P.O. Box E
Thief River Falls, MN 56701
218-681-2637

Joe Nance
Economic Development Director
Bu Palo Trace ADD
32 W. 2nd St.
Maysville, KY 41056
U6-546-6894

National Rural Electric Coop.
1811( Massachusetts Ave., N. W.
Wan .ington, DC 20036
202 -857 -9500

John L Needy, Manager
Natural Resources Dept.
Tennessee Valley Authority
601 West Summit Hill Dr., 2F72 OCH
Knoxville, TN 37902
613-632-3148

Beth Nelson, Director
Center for Cognitive Teaching
Radford University
P.O. Box 5820
Radford, VA 24142
703-'31-5390

Lee Nelson
Uintah Basin Assoc. Governments
120 S. 100 E 43-4
Roosevelt, UT 84066
801-722,4518

Linda Nelson
Project Director - Rural Schools
Assistance Center
Far West Laboratory
10I5 Folsom St.
San Francisco, CA 94103
41S-565-3031

Christopher P. Nester, Research Analyst
Agriculture Committee
PA House of Representatives
527 E. Main Capitol Bldg.
Harrisburg, PA 17120
717-783-1815

Joe Newlin, Executive Director
National Rural Education Association
230 Humanities Bldg.
Colorado State University
Fort Collins, CO 80523
303-491-7022

Eugene J. Nicholas
State Representative
State of North Dakota
Route 1
Cando, ND 58324
701-968-3149

Marian Nickelson, Assistant Director
Evangelical Luth. Church of Amenca
122 C Si., N.W.
Suite 300
Washington, DC 244001
202-783-7507

Donald R. Norton, Executive Director
itural Affairs Council
Room 612 Stratton BP' Ig.
Springfield, IL 62706
217-782-7514

Jack Odle, Editor
Progressive Farmer
P.O. Bcx 2581
Birmingham, AL 35202
205- 877.6419

Nkemdirim Ofoegbu
Dept. of Agribusiness Education
Alabama A&M University
Normal, AL 35762
205-859-7412

Emanual Okoye
Dept. of Agribusiness Education
Alabama A&M University
Normal, Al 35762
205-859-7412

Ray Olson, National Secretary
National Farmers Association
720 Davis Ave.
Corning, IA 50841
515-322-3131

Bernard Osberg
Director, Primary Care Project
Center for Health Policy
Dept. of Health
523 E. Capitol
Pierre, SD 57501-3182
605-7:1-3693
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P Osborn. ?olicy Advisor
Doke of the Governor
Room 115 E. State. Capitol
Madison, WI 53702
608-266-1212

John S. Ostrem, Executive Director
Headwaters Regional Dev. Comm.
P.O. Box 906
Bemidji, MN 5601
218-751-3108

Timothy Ostroski, Director
Southern Iowa Council of Governments
P.O. Box 102
304 North P: to Street
Creston, l.. 50801-0102
515-782-8491

Dan Otto, Professor
Department of Economics
.48 D Heady Hall
Iowa State University
Ames, IA 50011
515-294-6181

Joe 'utlaw, Extension kssociate
Tex .tricultural Extension Service
Age ;economics
Texas A&M University
College Station, TX 77843-2124
409-845-1281

Charles Oxley, Regional Director
EDA - U. S. Department of Commerce
1365 Peachtree St. N.E.
Suite 750
Atlanta, GA 30319
404-347-7401

Bob Paciocco, Executive Director
Mid-East Commission
P.O. Box 1787
Washington, NC 27889
9/ 9446-8043

Juan Padro, Development Specialist
Department of Labor. ETA
JFK Federal Bldg.
Government Center
Boston, MA 02203
617-565-2258

Ron Page
Nat'l Research and Development
Coordinator
Soil Conservation Service
Rm 5234 - S
P.O. Box 2890
Washington, DC 20013-2890
202-475.4575

Bill Park, Associate Professor
Dept. of Agricultural Economics
University of Tennessee
P.O. Box 1071
Knoxville, TN 37901-1071
615-974-7231



Claudia Parliament, Professor
University of Minnesota
Dept. of Agri. Economics
Minneapolis, MN 55455
612-625-3727

W. R. (Bill) Parson Jr.
Assistant Director
Lake Cumberland ADD, Inc.
P.O. Box 570
Russell Springs, KY 42642
502-866-4200

Sandra D. Pavoni, Executive Director
Ma. Legislative Rural Caucus
Room 549, State House
Boston, M 4 02133
617-722-2982

John Pearson, Assistant to the Bishop
Upstate New York Synod
Evangelical Luthern Church in America
3049 East Genesee St.
Syracuse, NY 13224
315-446-2502

Bill Petty, Director
WVU GI ate Center
Route 5, box 167-A
Parkersburg, WV 26101
304-485-7567

Raymond 0. Perry, Director
Office of Planning & Regulator Ser.
Virginia Department of Health
109 Governor Street
Richmond, VA 23219
804-786-6970

Bob Petersen, County Commissioner
Walla Walla County
P.O. Box 1506
Walla Walla, WA 99362
509-527-3200

Gordon Peterson
Assistant to the Bishop
Mo-Kan Synod (ELCA)
507 Elm St.
Hays, KS 67601
913-628-3109

Margaret Phelps
Director of Rural Education
Rural Education Research & Service
Tennessee Tech University
Box 5112
Cookeville, TN 38505
615-372-3791

Man E. Pigg, Supervisory Forester
USDA Forest Service
1720 Peachtree, N.W.
Atlanta, GA 30367
404-347-7486

Kenneth E. Pigg
Assoc. Dean and Professor
University of Missouri
729 Clark Hall
Columbia, MO 65211
314-882-7321

Cheryl Pink
Consultant - Area Development
Southwestern Public Service Co.
6th & Tyler
Amarillo, TX 79101
806-378-2173

Robert L. Pinkerton, Executive Director
Southwestern Illinois Metropolitan &
Regional Planning Commission

203 West Main Street
Collinsville, IL 62234-3098
618-344-4250

Priscilla ;laic% Director
Primary Care Division
Massachusetts Dept. of Public Health
150 Tremont
Boston, MA 02111
617-727-2013

Rita Plourde, Executive Director
Cook County Community Clinic, Inc.
Grand Marais, MN 55604
218-387-2330

Darrell Plummer
Economic Development Representative
Sierra Pacific Resources
P.O. Box 30150
Reno, NV 89520
702-689-3/40

John Pontius
Cooperative Extension State Specialist
University of Massachusetts
203 Draper Hall
Amherst, MA 01003
413-545-1921

Peg Portscheller, President
North Dakota Education Association
410 E. Thayer Avenue
P.O. Box 5005
Bismarck, ND 58502
701-223-0450

Connie Price, Planning Director
Mid-East Commission
P.O. Box 1787
Washington, NC 27889
919-946-8043

Harold Price, Assistant Secretary
Dept. of Economic Development
Office of Commerce and Industry
P.O. Box 94185
Baton Rouge, LA 70804-9185
504-342-5361
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Glen Pulver
Professor, Dept. Agricultural Economics
University of Wisconsin - Madison Ext.
427 Lorch St.
Madison, WI 53706
608-262-4963

Jeff Quyle
Coordinator of Research and Public Pol.
Statewide Assn. of Rural Elec. Coop.
P. 0. Box 24517
Indianapolis, IN 46224
317-248-9453

Ruby Jo Rachal
Business Developnv:4: Specialist
Small Business Administration
8625 King George Dr.
Dallas, TX 75019
214-767-7659

Larry Rainey, project Director
University or Alabama
BioPrep
P.O. Box 6291
Tuscaloosa, AL 35484
205-348-7948

Stanicy R. Ralstin
Extension R.D. Specialist
OSU Cooperative Extension
P.O. '',ox 1,627
Enid, OK 73702
405-233-3052

Gabrielle Ramsauer, Planner III
Economic Dev. Council of NE Penn.
1151 Oak Street
Pittston, PA 18640-3795
717- 655 -5581

Nancy Ramsey, Educator
Hancock Co. Bd. of Education
Sneedville, TN 37869
615-733-2591

Ruth Randall
Commissioner of Education
Minnesota Dept. of Education
712 Capital Square
550 Cedar St.
St. Paul, MN 55101
612-296-2358

Christine K. Ranney
Assistant Professor, Ag. Economics
Cornell University
445 Warren Hall
Ithaca, NY 14853
607-255-3095

Ed Rapking, Associate Director
West Virginia University Ext. Service
503 Xnapp Hall
P.O. Box 6031
Morgantown, WV 26506-6031
304-293-5691



Robert R. Rath, Executive Director
Northwest Regional Educational Lab.
101 S.W. Main Ave.
Suite 500
Portland, OR 97204
503-275-9501

Brent Raupers
Member Service Representative
Claverack Rural Electric Coop.
Towanda, PA 18848
717-267...4167

Reginald J. Ray
Agribusiness-State of Alabama
AlA ADECA Development Office
671 S. Perry, Suite 500
Montgomery, AL 36104
205-264-5441

Margaret Ftafbum
State Representative
House of Representatives
1610 S. Euclid
Grandview, WA 98930
206-786-7960

.1. Norman Reid
Chief, Rural Business and Govt. Branch
USDA/Economic Research Service
1301 New York Ave., N.W.
Room 314
Washington, DC 20005-4798
202-786-1542

Lynn Reinsctimiedt
Dept. of Ag. Economics
Mississippi State University
P. O. Box 5187
Mississippi State, MS 39762
601-325-7997

Edwin Renkie
Director - Emergency Services Office
Michigan Department of Agriculture
611 W Ottawa
4th Floor, North Ottawa Toner
Lansing, MI 48933
517-373-0440

Gordon Riall, Extension Associate
Agricultural Economics
Texas A&M University
College Station, TX 77843-2124
409-845-5913

W. A. Rice, District Agent
Cooperative Extension Program
Alabama A & M University
P. O. Box 938
Normal, AL 35762
205-859-7342

i3en T. Richardson
State Represeatative
Alabama Legislature
P.O. Box 1017
Scottsboro, AL 35768
205-574-3151

James Richardson, Professor
Agricultural Economics
Texas A&M University
College Station, TX 77843-2124
409-845-5913

Robin L Rierdan
Director, Rural Programs
NV Commission on Economic Dev.
600 East William
Suite 203
Carson City, NV 89710
702-885-4325

Marlene Ritter
Acting Director of Secondary Education
Louisiana Dept. of Education
P.O. Box 94064
Baton Rouge, IA 70806
504-342-3404

Sharon K. Roberts
Educational Consultant
Illinois State Board of Education
Department of Rural Education
123 South 10th Street, Suite 214
Mount Vernon, IL 62864
618-242-1676

Car r Rocque
' to the Commissioner on Policy

Con,,ccti,Jt State Dept. of Education
165 Capitol Avenue
Hartfi'd, CT 06106
203-56:)-8711

Paul Root
Liaison to Rural Schools
Department of Education
7200 Apache Rd.
Little Rock, AR 72205
501-682-4348

Boyd Rose, Chief
Planning & Tech. Assistance Div., EDA
1365 Peach Tree Street, N.F,
Suite 750
Atlanta, GA 30309
404-347-2976

Corinne Rowe, Rural Sociologist
University of Idaho
Dept. Agnc Econ. and Rural Sociology
Moscow, ID 83843
208-885-7879
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Kenneth Rowe, Chief
Bureau of School District Organization
Room 671 ERA
New York State Education Department
Albany, NY 12234
518-474-39%6

Wayne Rowe
Chief Executive Officer
Etowah Quality of Life Council. Inc.
P.O. Box 97
Gadsden, AL 35902
205-5464606

Porter Russ
Manager - Agriculture Institute
Tennessee Valley Authority
F201 NFDC TVA
Muscle Shoals, AL 35660
205-386-2625

Kenneth Sakurada, Assistant Director
Cooperative Extension Service
University of Nevada
Reno, NV 89557
702-784-6611

DLAd Salisbury, Executive Director
FIVCO Area Development District
P.O. Box 636
Catlettsburg, KY 41129
606-739-5191

JoAn Saltzen
Colusa Co. Supt. of Schools
Colusa County Office of Education
Far West Laboratory c/o Stanley Chow
1855 Folsom Street
San Francisco, CA 94103

J. T. Sandefur, Dean
College of Education
Western Ker.tucky University
Bowling Green, KY 42101
502-745-4664

Jack Sanders
Deputy Executive Director
Appalachia Educational Laboratory
P.O. Box 1348
Charleston, WV 25325
304-347-0476

Lyle Sattes, State Delegate
W. Virginia House of Delegates
110 Ashby Ave.
Charleston, WV 25314
304-342-1411

Lyle Scheelhaase
Middle America Network
P.O. Box 11
Mapleton, IA 51034
712-'92-1489



Jeff Schliagmann
Industrial Development Specialist
United Power Association
Hwy. 10
Elk River, MN 55330-0800
612-441-3121

John Schnell
Market Manager - State Government
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