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Preface

The authors were fortunate to participate, in a variety
of ways, but primarily as observers, in a recent Rural
Policy Academy conducted by the Council of Governors’
Policy Advisors.! This Academy created a fertile work
environment, at two separate times in the spring and
summer of 1990, for top level policy teams from each of
ten states. We were privileged to watch—close-up, warts
and all—ten states struggle with both the substantive and
organizational questions of developing and implementing
rural development policy. This experience led us to
believe that it would be useful to put down in one place,
in a logical and clearly articulated form, the key issues
that such state policymakers must face. This book is our
attempt to do exactly that.

The Academy brought together teams of top-level
policymakers from Arkansas, California, lowa, Maine,
Michigan, Missouri, Mississippi, North Dakota, Pennsyl-
vania, and Wyoming. Mark Popovich was the Academy's
project director. The goal was to develop 1mplementable
rural strategies for the states.

This book also draws, 1o a lesser extent, upon our
observations of the federal government’s State Rural
Development Council initiative. This program promotes
improved coordination of the state and federal govern-

ment rural development activities within eight pilot states:

Kansas, Maine, Mississippi, Oregon, South Carolina,
South Dakota, Texas, and Washington, The initiative is
expanding in 1992 to include other states.

The 1990 Rural
Policy Academy
brought together
fop-level policy
teams from fen
states

Preface



Executive Summary

Over the past dozen years or so, state governments have
become central players in addressing the problems faced
by America’s rural communities. It seems likely that they
will continue to play crucial roles in rural development
into the foreseeable future. The purpose of this book is to
provide states—and their rural development partners—
with some guidance that will better enable them to create
and implement successful rural development strategies.

This is not a cookbook—the reader will find no magic
recipe for rural development here. And those who have
already spent some time working on rural issues are not
likely to find any major breakthroughs in this book.
Instead, what is presented here can be viewed as a well-
organized checklist of important items that a state will
want t0 go over as it prepares to undertake a significant
new rural development effort, or as it prepares to substan-
tially evaluate and update an ongoing effort.

The insights that are offered in this book benefitted
greatly from the authors’ experience, as close-up observ-
ers, at the 1990 Rural Policy Academy conducted by the
Council of Governors’ Policy Advisors.

When a state is ready to begin to organize itself for
rural economic development, eleven key choices must be
made. We have grouped these choices into three categories:

1. Seiting the ground rules for planning rural develop-
ment; '

2. Establishing relationships with other key public
sector players; and

3. Setting the ground rules for implementation.

When setting the ground rules for planning rural
development, four choices must be made.

» First: What kind of goal setting should the state
engage in? Because of the internal disagreements
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vii



that will arise among various participants, agreement
on an explicit set of goals may be very difficult for
many states. Nevertheless, a failure to achieve con-
sensus on goals should be seen as a major shortcom-
ing of the planning process because this failure is
likely to result in implementation problems later on.

Second: During the planning process, should the
state take a comprehensive approach, where all links
among programs are examined, or the fractionat
approach, where many of these links are not consid-
ered? Under the comprehensive approach, interrela-
tionships can be worked through in a systematic
fashion. More ways of achieving rural development
objectives can be considered, and new, more appro-
priate institutional arrangements may emerge. The
problem with the comprehensive approach is that
power in state governments is often disaggregated
into fairly autonomous fiefdoms, making this
approach intellectually satisfying but politically
frustrating or irrelevant,

Third: What should be the breadth of the planning
effort? State decisionmakers may choose to develop
a separate rural development strategy or to incorpo-
rate activities aimed at enhancing rural development
into a unitary state economic development plan.
With the unitary approach, rural development isn’t
sidelined or ignored in making key decisions about
the overall state economy. The disadvantage of the
unitary approach is that it may overlook the unique
needs and problems of the state’s rural areas. A state
may choose a compromise approach in which major
pieces of the state’s rural development actions are
integrated into an overall state development plan
while some uniquely rural problems (e.g., health
care delivery to low density regions) might be
handled outside that plan.

Fourth: Should the state emphasize people or
places? That is, should the state focus on improving
the prospects for rural people or for rural places?
Since the welfare of individuals is the presumed

wiii
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ultimate end of all government activities, an empha-
sis on people seems to be the logical answer. On the
other hand, the advantage of an emphasis on places
is that this most precisely meshes with what most
people envision as rural development—an effort to
protect or enhance the economic viability of rural com-
munities. Many states will probably want to design a
rural development strategy that is a mix of both.

Three choices must be made when establishing
relationships with other key public sector players.

« First: To what extent should the state coordinate
with the federal government? Strong coordination
can stretch the state’s limited resources, allowing the
state to focus on plugging those high priority holes
not covered by federal resources. On the other hand,
the time and energy devoted to coordination may sap
scarce resources and produce few benefits.

Second: To what extent should the state coordinate
with other governments such as local, regional and
tribal governments? These other governments often
will have important resources—goods, services,
knowledge—to bring to the table.

Third: What will be the appropriate level for pro-
gram implementation? Possibilities include imple-
mentation through communities, clusters of com-
munities, or regions. Allocating resources to indi-
vidual communities will enable the state to consider
the unique characteristics of specific rural localities.
Implementation at the cluster or regional level will
mean that conflicts among cominunities will have to
be handled, perhaps leading to greater cooperation
and a more efficient use of available resources.

When setting the ground rules for implementation,
four choices must be made.

« First: What sort of targeting should the state engage
in? Targeting involves the allocation of certain state
resources to those localities, or industrial sectors or
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individuals with characteristics that make them
especially attractive or worthy recipients. To what
extent should the state’s rural development strategy
be targeted? Should targeting focus on specific
geographic areas or industrial sectors? If targeting is
chosen, on what basis should resources be targeted?
Should resource allocation be based on need as
reflected in a weak economy or on good prospects
for growth? One advantage to targeting resources
carefully is that the state’s limited resources should
go further in achieving the state’s rural development
goals. The disadvantage of targeting is that such
thoughtful selection may be politically difficult to

- carry out. The danger of not targeting is that certain
sectors or areas of the state meriting special aften-
tion, usually because of poor economic performance
or good economic opportunities, will not get that
attention. Unless some degree of targeting is in-
volved, it may be hard to justify a rural develop-
ment strategy.

Second: How should the service delivery structure
be designed? Four models are posed:

1. Direct-service delivery by a single public agency,

2 Competition among service providers;

3. The use of public dollars to “leverage” private
sector resources for service delivery; and

4. Privaie sector service delivery stimulated by a
one-shot public sector investment.

These four models are not mutually exclusive; many
hybrid possibilities exist. A state may wantto
choose different models for different aspects of its
delivery of services in support of rural development,
The overriding consideration will be how the state
can most effectively stretch its resources.

Third: Should the state assert tight or loose control
over local use of state funds? Tight control assures
that, for a state that “knows what’s needed” to pro-
mote rural development, implementation is straight-
forward and not muddied by getting localities
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involved. The benefit of 1oose control is that those
closest to the action—the localities—can select those
activities that they believe will be most likely to stim-
ulate development, without interference from the
state. These communities might also feel a greater
sense of pride of ownership in the implemented pro-
jects. A compromise is the smorgasbord approach,
where the state offers an array of programs, each of
which will be useful to some (but not all) communities.
Each locality can choose programs that it believes
will be most useful for its economic development.

+ Fourth: Should the state take an active or passive
appreach to local capacity building? Capacity
building is aimed at developing knowledgeable local
leadership that can respond to or create opportunities
for economic development. A state taking an active
role in capacity building would provide the re-
sources to enable localities to build their intellectual
and organizational capacity to carry out economic
development. The state would encourage communi-
ties to take advantage of the pertinent state pro-
grams. The passive approach would let communities
take the initiative to seek out and participate in state
capacity building programs.

There are no universally correct answers to the eleven
choices just discussed. After careful consideration of the
issues, different states will come to different conclusions.
In contrast, here are nine principles that all communities
should abide by:

1. Build upon previous work—It is often unnecessary
to start from scratch in thinking about rural develop-
ment;

2. Conduct a detailed analysis of the economy—The
state must know how the key sectors of the rural
economy are positioned in the domestic and world
economy and how that position limits or offers
expanded opportunities;

3. Build upon the existing economic base—QOften a
state will do well to do what it has been doing in
recent years, but to do it differently;
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4, Conduct an institutional scan—An array of
institutions, in both the public and private sectors,
might contribute to a rural development strategy;

5. Create partnerships—Getting knowledgeable input
from the private sector will produce strategies that
are both stronger and more strongly supported;

6. Be politically realistic and astute—The success of
a rural development strategy will depend as much
upon its political support as its operational design;

7. Establish priorities—Only by moving beyond a
“laundry list” of proposals to clear-cut priorities will
the state be able to focus its limited resources upon
the actions that are seen as absolutely critical;

8. Limit the immediate objectives—Few long-term
victories can be won without a number of short-term
victories along the way to build and sustain support
for rural development; and

9. Build in evaluation and use it—The state should
use evaluation results to decide whether various
pieces of the current rural development approach
make sense exactly as implemented or might be
modified to become even more effective?

The importance of states’ activities to stimulate rural
economic development is greater than it has been at any
time in recent history, and the challenges are perhaps more
daunting than before. Despite the enormity of the task,
states can make a real difference in this critical policy
area. Patience and persistence, however, are mandatory.
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Chapter 1. Organizing for Rural Development—
An Overview

Rural development policy should solve—or, at least,
attack—the “rural problem.” While this may sound
straightforward, it's not. There is no single widely-agreed-
upon rural problem. Across the nation, and even within a

state, different communities and different regions face Different com-
different problems. For example, in some rural areas munities and
outmigration is the dominant problem, but in other areas different regions
rural poverty is the problem, while in still others the face different
control of tourism-related growth is the key problem. “rural problems”

More importantly, even within a single rural community,
conversations with several individuals and groups will
reveal a range of perceptions of the problem that should
be addressed.

A critical question, in organizing for rural develop-
ment, is deciding whom to bring to the table for the
discussion. Both those with the needs (as reflected in the
rural problem) and those with the resources (to attack the
rural problem) should participate. When thinking about
who should participate in working on a rurat development
strategy, it is best to assume that no one definition of the
rural problem is right. Thus, it will be important to get a
wide range of actors—with a variety of perspectives on
the rural problem—involved.

Among these actors, state government often plays a State government
central role in the rural development process. If all key often plays a cen-
players in state government sat down one day and asked tral role in rural
themselves what they could, or should, do to stimulate development

rural economic development in the state, they would have
to decide how to organize that effort. Much current state
government activity probably does, in fact, contribute to
rural development, but it has not been guided by an
overall rural development strategy,

Regardless of how many rural-related programs a state
may have today, key players could meet and determine

Chapter 1. Organizing for Rural Development—An Overvlew 1




There is no
single right
way for a state
to carry out
rural economic
development

the best way to further organize and/or reorganize state
resources, State government players may want to work
with others in this process. For example, a State Rural
Development Council formed under the federal initiative
will develop a partnership of federal, state, local and tribal
governments, as well as the private sector.

There is no single right way for a state, alone or with
some partners, to carry out raral economic development.
The state’s specific economic, social, cultural, organiza-
tional, and political context will provide opportunities
and set constraints that must be taken into account. In
other words, what works well in one state might not
work in another.

Nonetheless, the discipline imposed by the Rural
Policy Academy process—or some other carefully-
designed systematic approach—may prove useful to any
state about to craft a rural development strategy. States
will want to sort through options so that they can choose
“more promising” rather than “less promising” ways of

" organizing for rural economic development.

When a state, along with any partners, begins to
organize itself for rural economic development, eleven
key choeices must be made. If these choices are not made
explicitly, they will be made implicitly. We have divided
them into three major categories:

1. Setting the basic ground rules for planning;

2. Establishing relationships with other key public
sector players; and

3. Setting the basic ground rules for implementation.

A final decision never has to be made on any of these
eleven choices. Each choice is subject to latér re-evalua-
tion. Over time, many of the choices made will probably
be modified.

To simplify our presentation, we have described in the
following pages a situation in which the state govern-
ment is working alone on the problems of rural develop-
ment. This should not be construed to imply that we
recommend that states work without federal and local
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governments and other partners. On the contrary, such
partnerships will have some distinct advantages as we
will show in this book.

e
e
e

How Broad Should ‘the

s
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Chapter 2. Setting the Ground Rules for Planning
Rural Development

Should Goals Be Implicit or Explicit?

Establishing explicit, outcome-oriented goals can be a
useful early step in developing a rural strategy. These
goals can capture a vision of a better rural future in con-
crete, measurable terms. In addition, these goals can serve
as a guide for all subsequent decisions affecting rural
peopie and places.

Individual state programs probably have explicitly Explicit, outcome-
stated goals. For example, a secondary roads program oriented goals
might be aimed at “providing safe and efficient transpor-  can capture a
tation for the state’s populace.” On the other hand, differ-  yision of a better
ent state programs that together might contribute to rural rural future
economic development are probably not held together by
an explicit over-arching set of goals because the programs
were not originally intended to be part of a coherent rural
development initiative.

Goal-setting may be the most important task that a state
team faces as it develops a rural development strategy.
Several of the Rural Development Policy Academy teams
spent a good deal of energy trying to define such an over-
all set of goals. Nevertheless, as simple as this activity
might seem, it is often not easy to gain agreement on a
single coherent set of goals.

The difficulties officials face when trying to agree on
rural development goals can be illustrated by the discus-
sion surrounding a proposal that job creation serve as the
core goal. At first glance, job creation seems like a goal
that all parties could agree upon. But then the debate
begins. What types of jobs and at what cost? Some might
dismiss tourism jobs because wages are often low. Others
may want t0 emphasize environmental/amenity protec-
tion, a goal they see threatened by an emphasis on job

Chapler 2. Setting the Graund Rules for Planning Rural Devel
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creation. Some participants might support a general goal
explicitly encompassing improved rural health, housing
and safety. Yet, others—those skeptical about the practi-
cality of a comprehensive approach—might favor a
narrower goal statement (e.g., employment or income
growth), so that limited resources might be better focused
or that fewer actors need be involved.

Still another complication faced in many states is the Agreement on
intrastate diversity of rural areas. Dramatically different development

situations are likely to lead to dramatically different goals is made
concepts of appropriate rural development goals. In more difficult
California, for instance, rural areas fall largely into two by a wide range
groups: places that are located along the coast or in the of intrastate

fertile central valley which are under heavy developmen-  pypqf diversity
tal pressure, and places that are located in the remote

northern mountains which face the unemployment and

weak economy problems of timber-dependent communi-

ties. From the outset, the California Rural Academy team

was challenged by the different needs of these two distinct

types of communities. In a state like California, then,

agreement among major rural interests on development

goals is made more difficult by the wide range of

intrastate rural diversity. However, some states, like

Wyoming, do not have such stark contrasts among distinct

types of rural areas.

Legitimate disagreements may exist within a state on
whether its nural development goats should be stated in

terms of substantive targets or process targets. Some may
see that substantive goals (€.g., an attempt to improve the
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Turf issues,
biases, person-
ality clashes and
other barriers
can get in the
way of develop-
ing a consensus

number or quality of rural jobs) are most appropriate,
while other participants may be interested in process
goals. To those focusing on process, rural development
goals encompass the creation of new or improved institu-
tions that will better promote rural development in the
state. “Improving the capacity of local communities to
take charge of their own development,” which some

Policy Academy states chose as a goal, is a good example.

Further complicating the achievement of agreements
are a variety of barriers that may get in the way of devel-
oping a consensus. Turf issues, biases, personality
clashes, and concerns about the competency of other
agencies can surface during the goal-setting process.
Often, policymakers may be so focused on their own
programs that they are unable or unwilling to step back
and see the larger picture.

When faced with such barriers, a team can choose to
skirt the issues while building only a weak consensus
around a set of goals or have the team agree upon mean-
ingless grandiose goals (“to improve rural conditions in
the state™). Still another approach is to include something
for everyone in the goals. This avoids establishing priori-
ties, which may keep the peace, but is not helpful when it
comes to implementation. Any of these approaches would
enable the team to claim that it had set goals but would
not resolve the underlying conflicts within the team.

There are two advantages to getting agreement on a set
of explicitly-stated goals. First, its existence makes it
easier for all to see what specific state actions will help in
achieving these goals—and which won't, Second, the goal
development process is likely to force interdisciplinary,
cross-cutting discussions. This process cannot help but
improve the quality of policy analysis, forge interagency
ties, and improve trust and mutual respect among team
members. Similarities and differences among team
members are better defined as the participants ask tough
questions of their peers and respond with thoughtful
answets. Possible outcomes of such discussions might
include (a) raising the possibility that the state’s environ-
mental protection agency could consider economic
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development impacts as a criterion for selecting specific
water and wastewater treatment investments, and (b)
considering the benefits of combining funds from second-
ary education programs, job training programs, and
unions to support a youth apprenticeship initiative.

The primary disadvantage of reaching agreement on a
single over-arching set of goals is that the process of cre-
ating them may involve battles among interests with ar-
dently held perspectives. The outcome of such battles may
be only a weak consensus on the goals, increased animos-
ity among the protagonists, and a sense of frustration that
s0 much time was spent with so little benefit. More than
one Academy team grappled with goal achievement for
the better part of a full-time week, only to fail to reach
much consensus. This failure contributed in some cases to
reduced team morale and, we suspect, to the decisions of
several individuals to end further Academy participation.
Close observers of the eight pilot State Councils in 1991
believe that most will not be able to easily reach agreement
on a single over-arching set of goals.?

Therefore, in a variety of circumstances, agreement on
a set of explicitly-stated rural development goals simply
may not be worth the effort. Nevertheless, a failure to
agree on goals should be viewed as a major shortcoming,
and all key players should recognize that such a failure
may eventually lead to a rural development strategy that is
merely a laundry list of more “good ideas” than can be
implemented. For example, a number of Academy
teams—but not all—each enumerated several dozen
unprioritized rural development objectives. This “some-
thing for everyone” approach is useful in avoiding con-
flicts, but not of much use in helping to determine the
state’s emphases in rural development.

One final observation with respect to goal-setting is
that the state government—even if working in conjunction
with some public and private sector partners—should not
be overly grand in its assumptions about the influence that
it can exert over the regional economy. The state’s role
will often, at best, be one of tinkering “on the margins,” A
rural development strategy that makes unrealistic assump-

Goal-setting
battles may lead
to animosity,
frustration,
reduced morale

A failure to
agree on goals
should be viewed
as a major
shoricoming
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tions .about the state’s ability to control rural development
is not likely to be a useful tool. Goal-setting should occur
within a pragmatic understanding of the limits of the
state’s power.
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Should Programs Be Linked by a Comprehensive
Approach?

A state might choose a comprehensive approach to
rural economic development where all major aspects of
rural development (health care, education and training,
infrastructure investment, resource management, environ-
mental protection, job development) would be considered
in relation to one another and melded into a single strat-
egy. Team members may choose this approach because
they think it is the best way or because were instructed to
do so by the governor or key legislators,

The alternative would be to create separate strategies
for different aspects of rural development on an as-needed
basis. Under the fractional approach, for example, the
state might develop an education strategy one year in
Iesponse to a court case mandating greater equity among
school districts, and then, in the following year, develop a
rural health care strategy because of the closing of several
small rural hospitals. At the same time, the state might
have no strategy for the development of rural wastewater
treatment facilities. The Maine Policy Academy team, for
instance, focused its attention on only two high priority
areas of rural development—local capacity building and
infrastructure The shoricoming of this fractional approach
is that opportunities will be missed. Take health care
strategists for example. With no input from educators,
they may overlogk opportunities to encourage an interest
in the health sciences among rural students and to provide
continuing education to rural nurses through local school
district distance learning hookups.

Under the comprehensive approach, the interrelation-
ships among various activities can be worked through in a
systematic fashion, and a variety of ways to achieve
objectives of rural development can be more easily
considered. Look at the difference in the approach to
improving rural education. Under a fractional approach, a
state that wanted to improve the academic performance of
rural students might consider only curricular or staffing
issues under the jurisdiction of the state Department of
Education. In contrast, under a comprehensive approach,

Under the
comprehensive
approach, inter-
relationships
among aclivities
can be worked
through
systematically
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state govern-
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divided into

autonomous

fiefdoms

many activities beyond the boundaries of the Department

.of Education would be considered as potential contribu-

tors toward the goal of improved rural academic perfor-
mance. Thus, discussion of educational options would cut
across administrative departments and programs (o
include (for example) improvements in public libraries,
public radio and television programming, student nutri-
tion, adult education to improve parenting skills, pre-

- school-educational programs, day care, youth apprentice-

ship programs and entrepreneurial training.

‘"The comprehensive approach may even lead to new
and more appropriate institutional arrangements. The
Towa Academy team proposed, for instance, the estab-
lishment of a state-level process to create and enhance
linkages among a wide variety of economic development
programs including public and private sector programs
outside the realm of state government, thereby moving
the state from a fractional approach to a more compre-
hensive approach.

The problem with the comprehensive approach is that
power—and thus decision-making—in state governments
often breaks down into fairly autonomous fiefdoms, This
makes the comprehensive approach intellectually satisfy-
ing, but politically frustrating and/or irrelevant. For
example, some state agency heads report to.an indepen-
dent board rather than to the governor, and some agen-
cies have funding from a dedicated revenue source
outside the normal budget process. This means the
governor will have some difficulty in directing such
agencies to modify their activities so that they mesh into
a comprehensive rural development strategy. As Doug
Ross, former Michigan Secretary of Commerce, is fond
of saying: “Coordination is an unnatural act between
nonconsenting adults,”* Nevertheless, the ability to
coordinate, and the incentive to do so, may be greater in
sparsely populated predominantly rural states with
relatively smaller bureaucracies. The North Dakota
Academy team, for example, was able to bring many of
the state’s key rural policy players together in a single
room; this would undoubtedly prove to be more difficult
in most larger states. '

12
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How Broad Should the State’s Economic Development Plan Be?

State decisionmakers may choose to develop a sepa-
rate rural development strategy or incorporate rural
development activities into a unitary state economic
development plan. In Wyoming, for example, where the
state is predominantly rural, the Policy Academy team
chose to develop a unitary plan. In California, on the
other hand, a predominantly urban state, the special
needs and problems of its rural economies might very
well get lost in a unitary plan.

With the unitary approach, rural development doesn’t
get sidelined or ignored when key decisions are made
about the overall state economy. When the focus is on a
separate rural strategy, in some states the entire strategy is
in danger of being overlooked. The Pennsylvania Rural
Policy Academy team had difficulties along these lines. In
a state dominated by the Philadelphia and Pittsburgh
metropolitan areas, the team had trouble getting the atten-
tion of the governor and some key legislators for a stricly

With a separate
rural strategy,
in some states
the enfire
sirategy may be
overlooked
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The unitary
approach may
ignore unigiue
rural needs and
problems

rural development strategy.® Another advantage of the uni- -
tary approach is that the linkages—which may often be of .
prime importance—between the state’s metro and non-
metro economies can be more readily acknowledged and
built upon under a unitary approach. The state of Washing-
ton, for example, has established a system of brokers to
match rural producers and urban firms needing those pro-
ducts. It would be easier to continue and augment these
linkages under a unitary approach. Similarly, rural transpor-
tation needs might often be best served when linked into
urban transportation needs. For example, in the area around
Washington, D.C., commuter train service that will extend
well into the non-metropolitan hinterland is being devel
oped as part of an overall regional transportation initiative.

The disadvantage of the unitary approach is that it may
overlook the unique needs and problems of the state’s
rural areas. For example, without a special focus on rural
areas, a state tourism marketing plan may benefit only a
few large cities and resort areas and bypass most rural
communities.

Many states may choose a compromise approach under
which major pieces of the state’s rural development
actions, such as training and education, could be inte-
grated into an overall state development plan, while some
uniquely rural problems, like health care facilities and
services for low density areas, might be handled outside
that plan. Both Idaho’s and Iowa’s general approach to
rural development follows such a model. In its recent
1991-95 economic agenda, Idaho devotes some effort to
overall state development but focuses special attention on
the tourism development and economic diversification
requirements of small rural towns, In Iowa, much rural

- development is well integrated into the state’s overall

development plan and service delivery system. However,
the state government also encourages the formation of
“clusters” of small rural communities as alternative
delivery mechanisms in sparsely populated areas. These
clusters can, if they wish, provide or obtain shared ser-
vices such as job development, housing, health care, child
care, and education that are beyond the reach of any
individual community.
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Should the State Focus on People or Places?

Rural development can emphasize people. Here,
policymakers might say “the problem is that rural
families have to live on extremely low incomes™ or
“what can we do to improve the job prospects for current
rural residents?” Or rural development can emphasize
places. Thus, others might say “the problem is outmigra-
tion” and “what can we do to save our community?”
Sometimes a rural development strategy will benefit both
people and places. For example, rural public transporta-
tion will broaden the job opportunities for carless rural
residents while allowing them to live in their hometowns,
But often these objectives are in conflict. The most stark
example of the conflict can be seen in state efforts to
improve the education and skill levels of rural children
and adults. Such an investment will improve the pros-
pects for rural people, but by giving them skills and
eligibility for higher paying jobs, it increases the likeli-
hood of outmigration. *The best and the brightest” end
up leaving non-vibrant rural places. Such outmigration
might be minimized, however, if education and training
programs were tailored to respond to the skill require-
ments of new and existing local employers. A recent
comprehensive study concludes that upgrading skills

through increased investments in education is appropriate

if the objective is to improve the prospects of local
residents, but may not work very well if the objective is
to improve the prospects of the locality (McGranahan et
al,, 1991, pp. 1-12),

Each state needs to decide whether to focus on improv-
ing prospects for people or for places in its rural develop-
ment policy. The North Dakota Policy Academy Team,
for instance, developed a rural development strategy that
focused heavily on place. The state already has an excel-
lent public school system with one of the highest gradua-
tion and literacy rates in the nation. The problem is a very
high rate of outmigration from the rural parts of the state.
The North Dakota team’s strategy was aimed at building
economic opportunities within the state and even recruit-
ing former residents back into the state.

Sometimes a
rural develop-
ment strategy
will benefit
both people
and places
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An emphasis
on places
meshes best
with what most
people envision
as rural
development

Since the welfare of individuals is the presumed
ultimate end of all government activities, an emphasis on
people is most directly related to this end. On the other
hand, the advantage of an emphasis on places is that this
meshes most precisely with what most people envision as
rural development—an attempt to protect or enhance the
economic viability of rural communities. Many states will
want to choose an overall state rural development strategy
that is balanced by combining components that focus on
people (such as retraining programs and relocation
assistance for residents of depressed rural localities) with
other components that emphasize places (such as upgrad-
ing wastewater treatment facilities in rural communities).

16
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Chapter 3. Establishing Relatmnshlps with Other key
Public Sector Players

How Can the State Work with the Federal Covernment?

Should the state government attempt to coordinate its T
rural development activities with those of the federal 4 \'| Y
government? The states participating in the federally- AN P
stimulated State Rural Development Councils hope that ':‘---—"’/’T’?i“‘h?‘
such coordination will be a primary mechanism for ~ / /
achieving the state’s rural development goals Sl

Such coordination can stretch the state’s limited

resources because the state can focus on plugging those Coordination
holes not covered by federal programs and the state can with federal
try to push federal resources into specific areas that the agencies can
state can't handle. On the other hand, the time and energy  stretch the
devoted to coordination may sap scarce resources and state’s limited
produce few benefits Another possibility is that the resources

“coordinating partners” may not be fully committed to
working together.

. Under the State Rural Development Council effort,
federal agencies are prodded to coordinate with each other
and with state agencies, but the on-the-ground results
across states and federal agencies remain to be seen.®
Nevertheless, anecdotal evidence of good state-federal
cooperation emanating from State Council activities has
surfaced. In South Dakota, for example, the Army Corps
of Engineers and the Governor’s Office are discussing the
controversial issue of the appropriate recreational use of a
dam-created lake. Prior to the Council-stimulated conver-
sations, all dialogue between the parties had taken place in
an adversarial setting—the courts. In a second example,
the Maine State Housing Authority and the Farmers Home
Administration are working on ways 10 coordinate their
efforts 10 improve multi-family housing affordability in
rural Maine because of discussions held during Maine
State Council meetings.
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How Can the State Work with Local, ngmnal and Tribal
Governments?

We believe that states will continue to play a central
role in rural development into the foreseeable future.
Thus, our focus is on the state government, However, we
do not see the state as the only player. We recognize that

18 GEARING UP FOR SUCCESS




e it R

others have resources (goods, services, knowledge) to
bring to the table. In fact, the state may find that a critical A critical piece

piece of its rural development activity is soliciting and of rural develop-
utilizing input on goals and activities from a variety of ment may in-
players from other governmental units, including local, volve getting

regional and tribal governments. Input from other states input from a
may also be useful. Another key issue, then, is the extent variety of other
to which the state will coordinate its activities with other governmental
players. Representatives of local governments have players

played strong roles on the Washington State Rural

Development Council (see box on page 20) but this isn’t

true of some of the other State Councils. The pros and

cons of a high degree of coordination with these other

governments are similar to those just discussed in terms

of state-federal coordination.

In developing its relationships with other govern-
ments, the state needs to recognize that in many locali-
ties, those most in need of the benefits of rural develop-
ment are frequently the most disenfranchised. Thus, the
traditional community leadership (both elected and non-
clected officials) may not adequately provide insights
from or represent the interests of the whole community.

At What Sub-State Level Should Programs Be Implemented?

When preparing a state rural economic development
strategy, someone must decide who implements the
program. The state can choose the community (town or
village) as the appropriate unit. For example, sewer grants
might be made to individual localities. Another possibility
is that the state can choose a cluster—a group of several
nearby small communities voluntarily joined together—to
implement programs and services. For example, a grant
for primary health care clinics might be made to the
cluster which would decide how best to allocate the grant
monies to the communities in the cluster.® [owa, for
example, intends to make increasing use of such local
clusters to deliver a broad range of services. Finally, the
county or the multi-county region could be chosen as the
appropriate unit. The Michigan team, for instance, consid-
ered providing local planning assistance through an in-
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place set of multi-county associations called the Commu-
nity Growth Alliances.

The state does not have to choose the same group for Different aspects
every aspect of rural development. For example, sewer of a rural devel-
grants could be provided to communities, while decisions  opment effort
about solid waste disposal could be made at a regional can be imple-
level, and a physician loan program aimed at enticing mented at
more doctors into remote rural locations might be admin- different govern-
istered at the state level,’ mental levels

Allocating resources to individual communities will
enable the state to consider the unique characteristics of
specific rural localities. Under certain targeting schemes
(see below) this will be critical. For example, if the state
wants to focus job training funds on rural communities
with high unemployment rates, then implementation at the
community level is essential. The result of implementa-
tion at a regional level is that conflicts among individual
localities will have to be handled within the region,
perhaps leading to greater cooperation and a more effi-
cient use of the state’s limited resources. For example, if a
five-county rural region can only support one full service
hospital and two emergency care clinics, the state might
allocate resources to the region to enable this health care
to be provided, but force the communities within the
region to jointly decide where the hospital and the clinics
will be located. In many states the Job Training Partner-
ship Act (JTPA) is administered at the regional level,
Here, the state sends JTPA training funds to each multi-
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county Service Delivery Area (SDA), but then the re-
gional Private Industry Council (PIC) must decide how
those funds will be allocated among programs and locali-
ties within the region.’
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Chapter 4. Setting the Ground Rules for Implementation

What Should Be the Extent of, and Basis for, Targefing?

Another key choice that a state must make is whether
to target its resources, and, if so, how, Targeting involves
allocating certain state resources to localities or sectors or
individuals with characteristics that make them especially
attractive or worthy recipients.” The opposite or untargeted
approach would be to allocate resources evenly through-
out the state, or at least its rural portion, on the basis of
some neutral factor such as population.

If targeting is chosen, there are several ways to allo-
cate state resources. The state might choose to target
geographic areas or industrial sectors with weak economic
performance; in many states, such targeting would have a
strong rural emphasis For instance, a mining district with
a notoriously cyclical economy or a five-county region of
marginal agriculture and persistently high poverty rates
might be appropriate targets. Michigan, for instance,
targeted some development programs on places with
distressed economies (i.e., towns and villages with
especially high poverty, unemployment and outmigration
rates) (Kayne, 1988, pp. 9-12), and targeted other pro-
grams on weak industrial sectors (the Michigan Modern-
ization Service has focused on upgrading the quality and
reliability of the auto parts industry).

Alternatively, the state might target areas or sectors
with good economic opportunities such as those likely to
produce the highest marginal return on investment, For
example, Oregon, a strong timber state, has focused on the
value-added opportunities of its secondary wood products
industry. Other possibilities include targeting a region
with both high unemployment rates and high skill levels
or targeting selected “growth pole” communities (as the
Appalachian Regional Commission has done historically).

While allocating resources to particular geographic
areas and/or industrial sectors on the basis of economic

Targeting in-
volves focusing

resources on
especially attrac-
tive or worthy
localities, seclors
or individuals
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performance or opportunities is perhaps the most common
approach to targeting, others are possible. Size and
evidence of unusually strong participant commitment are
other bases for targeting among communities or industrial
sectors. For example, the Delaware Valley Industrial
Resource Center is currently working with a group of
small Pennsylvania aircraft parts manufacturers wishing
to obtain total quality management certification demanded
by their major customer.

Another basis for targeting could be a focus on par-
ticularly severe or clear market failures. For instance,
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many states have established industrial extension pro-
grams to address the information shortages that many
smaller firms encounter.

Still another basis for targeting could be to choose Resources can
places with reputations for efficient service delivery. In be targeted on
order to get the most bang for the buck, the state might places and
target its resources to communities with strong and well-  jacrirutions with
administered local service delivery mechanisms. In [owa, reputations for
for example, the rural clusters are viewed as reliable efficient service
vehicles for service delivery. Similarly, another basis for
targeting would be to choose institutions with reputations
for efficient service delivery. The Indiana Manufacturing
Technology Services program, for example, provides
assistance to manufacturers through ten regional loca-
tions. The regional provider varies across the ten regions
but is chosen on the basis of its program administration
track record.

delivery

Finally, a state might want {o target one or more
economic development programs to localities with a high

degree of vulnerability, as indicated by overwhelming
dependence on a single firm or industry. Oregon, for
example, has historically used such a targeting mechanism
for some programs (Kayne, 1988, p. 10).

Rather than target either place or sector, the state could
target some programs to individuals with certain charac-
teristics, regardless of where they live or work. While it is
a longstanding practice to target assistance to the eco-
nomically disadvantaged or unemployed, alternative
selection criteria are possible and might sometimes better
fit into an overall state development strategy. For ex-
ample, within the context of a broad effort to upgrade
technology and related skill levels, the University of
Washington’s Women in Engineering program seeks to
increase female participation in both graduate and under-
graduate engineering programs through increased recruit-

ment and retention activities (Clarke, 1991). An extreme ap-
proach to tar-

An extreme approach to targeting is triage where all geting is triage
resources for a particular program would be allocated to a
select set of communities or industrial sectors.'® For
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With careful
targeting, the
state’s resources
will go further

example, triage might involve dividing the state’s rural
communities into those that will do well without any
assistance from the state, those that are unlikely to survive
(i.e., those that will literally turn into ghost towns and
those that will become decreasingly viable as economic
entities over the years), and those that are on the berder-
line (i.e., those where some assistance from the state is
likely to make a substantial difference in the survival
rate). If a state were to use the triage approach, growth-
oriented assistance (e.g., infrastructure development,
business modernization assistance, new business develop-
ment, industrial recruitment, and training for skill upgrad-
ing) might be targeted exclusively on communities like
those in the borderline group. Those judged unlikely
survive might not only receive fewer resources, but these
resources would be dedicated to worker and community
adjustment (e.g., assistance to consolidate service deliv-
ery, job search assistance with appropriate training,
relocation assistance, extended income support). No
special assistance would be provided 1o those communi-
ties judged to possess a strong economy.

The triage approach has been used by a few states in
their administration of the Community Development
Block Grant (CBDG) program, Early experience with the
program indicated that targeting funds to the most dis-
tressed places often resulted in high rates of project failure
and poor performance. In response to these findings,
states such as Wisconsin and Texas have in essence
designed a triage response in which assistance is provided
only to eligible communities (i.e., distressed places), but
among the eligible localities, only those likely to succeed
are funded (Kayne, 1988, pp. 11-12).

There is one important advantage to targeting resources.
If the targeting criteria are thoughtfully selected and care-
fully implemented, the state’s limited resources should go
further in achieving the state’s rural development goals.
The disadvantage of targeting is that such thoughtful
selection may be politically difficult to carry out; discrimi-
nation in favor of certain groups or regions can also be
seen as discrimination against other groups or regions. In
response to political pressure to include many groups and
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places in the targeted program, eligibility will often be
expanded. Sometimes the targeting becomes so diffuse as
to be no longer really useful. In Illinois, for instance, so
many enterprise zones were designated by the state that
program officials have considered establishing a two-
tiered system with a higher level of incentives for Tier I
zones (Kayne 1988, p.10). Often targeting may be diffi-
cult to implement because little or no clear-cut evidence
supports the contention that targeting will better achieve
the state’s rural development goals than no targeting.
Triage is simply an extreme case of targeting, and thus its
pros and cons are similar, but more pronounced.

In short, some degree of targeting of the state’s re-
sources is a compromise between explicit triage and
making no differentiation among the prospects of the
state's communities or industries or individuals. Many
states will find that such a compromise is appropriate. The

danger of not targeting is that certain areas or industrial Without some
sectors of the state meriting special attention, usually be-  fargeting, de-
cause of poor economic performance or good economic signing a rural

opportunities, will not get that attention, Unless some de-  development
gree of targeting is involved, it may be hard to justify the  sfrategy may be
effort of designing a rural development strategy. Thus, the  pard fo justify
choice here seems not to be whether to target, but rather to

what extent and on what basis targeting should occur.

Row Should Services Be Delivered?

Stretching limited state dollars is always important, but
it is particularly critical when diminishing federal re-
sources are available for development activities, as has
been the case for more than a decade. The question is how
to best structure the delivery of services for rural develop-
ment. A growing number of service delivery models are
emanating from the states. Four basic models are pre-
sented here.

Most public programs rely on the first model, direct
service delivery, Here, a single public agency is desig-
nated to deliver the service. Maybe it’s job training by the
state’s employment and training agency or education of

Chagpter 4. Seiting the Ground Rules for Implementation 27




Under direct
service delivery,
recipients un-
derstand that
the state govern-
ment should
receive credit or
blame

The competitive
model is intended
fo increase
efficiency and
user satisfaction

children by the local school district. Under this model, the
public sector maintains direct control over the quantity
and quality of services delivered. A second advantage is
clear accountability, Recipients know that the state
government should receive the “credit” for good service
or “blame” for poor service. Frequently cited problems
include bureaucratic inflexibility and inefficiency. Co-
location was the North Dakota Policy Academy team’s
response to these problems. This co-location proposal
called for the creation of one-stop local offices to house
the area’s small business development center, regional
council, extension service, small business management
program, and other related public services.,

Recently, some states have attempted in the second
model to circumvent the first model by placing control of
resources in the hands of those receiving the service while
simultaneously introducing competition among service
providers. For example, Michigan developed the concept
of an educational “credit card” which can be used by the
recipient for training which is funded by the state but
provided at both public and private institutions. Several
years ago, Minnesota began a choice program for its K-12
schools. Under this effort, educational funding travels
with the student to the school he or she chooses. The
major assumption underlying this competitive model is
that efficiency and user satisfaction can be enhanced by
making providers more responsive because they have to
compete.!! Further, if the service delivery mechanisms
that are appropriate in rural areas are fairly different from
those commonly used in urban areas (e.g., semi-scheduled
taxi service may work better than scheduled bus service),
the competitive model may be more likely to respond to
such differences. Because these efforts are so recent,
however, there is little empirical evidence to show that
they do indeed improve program performance signifi-
cantly without inadvertently producing additional prob-
lems. The competitive model may be particularly weak in
rural areas, where demand is relatively small and few
service providers are there to compete.,

During the 1970s, a third model emerged. Under this
model, public resources are stretched by requiring
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private matching funds. For example, a local revolving
loan fund might be established only if local private
resources are obtained to match state dollars. Michigan
instituted a sophisticated variant of this “matching” model
with its Capital Access program, creating an incentive for
commercial banks to undertake higher risk loans. Under
this approach, not only was service delivery undertaken
by private organizations (the banks) but private resource
commitments were required before public support became
available. Strong arguments favoring this approach are
that private money is leveraged to help achieve public
goals, there is a greater confidence that the public activity
is responding to private market signals, and strong politi-
cal support for the service is provided by the participating
private sector actors. On the other hand, this approach (as
with the first two models) is hampered by the constraint
that overall activity levels are still limited (though not as
much so) by the level of public resources available.
Therefore, many eligible and interested clients {(e.g., of
job training) may not access the service.

A fourth model removes the state directly from
service or resource provision, after an initial effort to
build self-sustaining private institutional capacity. Prob-
ably the most frequently cited example of this model at
the state level is the creation of a flexible manufacturing
network, Here, small and medium-sized firms within an
industry are melded into a network with each other to
permit and encourage activities which they could not
undertake individually. Examples include joint product
development and manufacturing, joint bids on large
contracts which no one firm would be able to handle,
equipment sharing, and joint marketing efforts. Such a
network is likely to be especially advantageous to a rural
firm, which may be physically remote from similar firms
and its suppliers and customers. After such a network is
established, the state will withdraw its involvement and
the network will function independently.

Washington, Michigan, Ohio and Iowa have created
networks in a number of industries and others are under
development in Oregon and several southeastern states.
Other examples of this institution building activity include

When private
Sunds are lever-
aged, there is
greater confi-
dence that the

public sector is
responding to
private market
signals
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Washington’s recent creation of a secondary financial
market for small business equity issues, the establishment
of the Southern Development Bancorporation in Arkansas,
and Extension Service support for grower cooperatives,
home-based business associations, farm management clubs
and marketing associations, Conceptually, building effec-
tive, self-sustaining, private or quasi-private institutions to
accomplish public goals (e.g., the creation of flexible
manufacturing networks to enhance the competitiveness
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of a state’s industrial base) is an ideal solution to the
service delivery dilemma. It is yet unclear, however,
where this model applies and how its effectiveness might
vary from problem to problem.
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Many hybrid
possibilities exist

Under the
smorgasbord
approach, the
state will offer
an array of
programs, each
useful to some
but not all
communities

These four models should not be viewed as mutually ex-
clusive options. Many hybrid possibilities exist. For ex-
ample, the state government or its contractors could pro-
vide training on a specialized production process to a group
of firms belonging to a state-encouraged consortium of
small biotech manufacturers. Or, the state could finance a
market research voucher which could be used by members
of a flexible manufacturing network to obtain expert but
privately-held information on market conditions and trends.

How Much Control Should the State Assert?

To promote rural developinent, the state government is
likely to have a variety of resources available. These
resources will include financial resources to purchase
goods and services (e.g., bridges and training programs)
and expert assistance that can be provided to localities.
The state can maintain tight or loose control over these
resources. Under tight control, the state will make deci-
sions on the detailed allocation of its resources (e.g., in
terms of bridges, the state will decide how 1o allocate
funds between new construction and rehabilitation of
bridges, and the state will choose the location of those
bridges to be constructed and rehabilitated). Under loose
control, the state will send funds to localities as block
grants, permitting the communities to spend the resources
as they see fit to promote economic development (within
the constraints of a few overall guidelines such as nondis-
crimination and environmental protection).

A middle-of-the-road compromise is the smorgasbord
approach. Here, the state will carefully design an array of
programs, each of which will (presumably) be useful to
some (though probably not all) communities, and each
locality can choose from this menu those programs that it
believes will be most useful for its economic develop-
ment, Under the smorgasbord appreach, the locality may
be required to have some training that would assist it in
becoming an informed consumer. In addition, the state
would probably give each locality a cap on the total state
resources available through these programs. A smorgas-
bord example is found in Canada. The Community

12
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Futures Program enables rural regions to create economic
development plans and then offers them a menu of five
different programs, permitting communities to choose
ones that will best contribute to plan implementation
(National Governors' Association, 1988, p. 49).

Tight control assures that, for a state that “knows Tight control
what’s needed” to promote rural development, implemen-  assures that
tation is straightforward and not muddied by getting implementation
localities involved. For instance, the state may have a is straight-
statewide perspective on what is most needed to upgrade  forward
the state’s highway network in order to promote overall
rural development in the state. The sum of local prefer-
ences for the use of highway monies will not necessarily
produce a highway plan that works as well for the state as
a whole. The benefit of loose control is that those closest
to the scene of the action—the localities—can select
activities they believe will most likely stimulate rural
development, without interference from the state. These
communities might also feel a greater sense of pride of
ownership in the implemented projects.

The smorgasbord approach is based on the assumption
that neither the state nor the locality is the home of all
wisdom regarding the appropriate use of rural develop-
ment resources. This approach has the advantage of The smorgasbord
permitting both the state and localities to offer useful approach permits
insights on the best way to carry out rural development in  both the state and
the state. One disadvantage is that the relative demand for  localities to offer
the various programs which are made available to locali- useful insights
ties may be subject to substantial year-to-year shifts and
thus be difficult to predict. Such uncertainties in demand
will make program planning more difficult.

Should the State Actively Develop Local (apacity?

The economic development literature in recent years
has devoted considerable energy to delineating the
problem of local capacity building. Capacity building is
aimed at developing knowledgeable local leadership that
can respond to, and even create, opportunities for eco-
nomic development.'?
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At one extreme, the state could take an active role in
Capacity local capacity building. In this active role, the state would
building is aimed provide the resources to enable localities to build their
at developing intellectual and organizational capacity to carry out
knowledgeable  economic development, and the state would actively
local leadership encourage communities to take advantage of state pro-
that can respond grams (such as training programs for local leaders on how
to and create to organize and carry out strategic planning for economic
development development). The Oregon Rural Development Partner-
opportunities ship program, for instance, provides state assistance for
local leadership training. Arguably the most expansive
state effort of this nature is found in Wisconsin, where the
state places community resource development specialists
in local county extension offices to provide assistance and
nurture local leadership.

The state’s role, of course, could be more passive. It
could design a program to build local capacity, but only
communities taking the initiative to seek out the program
would participate. Idaho, for example, requires a city
council or county commission resolution as a prerequisite
for participation in its community strategic planning
program. This requirement places the state in the role of
assisting those localities willing to take some responsibil-
ity for helping themselves. At the extreme, the state might
choose to have no program of local capacity building,

the enhancement of ocal capacrty. rst the state created anetwork of =

7“ local developmentsagencres caHed, Assocrate Developmene@rgamza- ES
 tiofis. (ADQs) tb cover £very county; both urban& ang: rurgl Now the state
has developed a'set of grant programs for thie ADOs. These pro grams |
* includé the L.ocal Development’ Matchmg Fund, the Rural- Reévitaliza- %
" tion Pilot Project, the‘Rural-Urban: Lmkages Program and the Trmber 5
Commumtres Assrstance Program As mdrcated by. ‘the: program trtles
some of these’ grants afe focused heavrly of exclusrvely on'tural’ re-

% grons'-‘il‘o support the ADOs, the state provides.the'resources o enable. .

i them to engage m planmng, feasrbr]rty studres and pro;ect development
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An active approach to local capacity building can be
meshed neatly with a targeting approach, if the state has
chosen to target its resources. On the other hand, a passive
approach can be seen as an implicit targeting approach—
only those communities taking a certain amount of initia-
tive will receive the state’s capacity building program.
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Chapter 5. Nine Principles for Organizing

There are no universally correct answers to the ques-
tions posed in the preceding sections. Thus, the issues
discussed above represent real choices. In contrast, there
are nine principles, summarized in Figure B, that apply to
any choices that are made.

Build Upon Previous Work

All states in the United States have carried out some
rural development activities. All states have done some
thinking about rural development. For instance, state
plans (which will usually have major economic develop-
ment components) exist in many states, Often cities,
counties, regional councils, universities or special state
commissions will have produced studies on one or more
aspects of the rural economy. Private consultants may
. have conducted independent analyses. In any state,
several documents will be.available which detail previous
research and thinking on a variety of rural development
issues. The Wyoming Policy Academy team, for instance,
identified more than two dozen recent documenis that

Several docu-
ments will lay
out previous
thinking on
rural develop-
ment issues
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provided data and analysis describing critical aspects of
the state’s economy.

- Not all of this previous work will provide useful
information or insights. Much of the work may be irmrel-
evant because it is out-of-date, based on weak or no data,
based on faulty analysis or has other weaknesses. Never-
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theless, a state which is about to launch a major effort on
rural development should examine previous work and
draw from that work whatever may be useful.

Conduct a Detailed Analysis of the Economy

It is tempting to respond 1o rural econoimic problems by
immediately jumping into action. While this may be
warranted sometimes—and, in the long run, may prove to
be beneficial—actions that are grounded in good solid
analysis of the state’s economic situation will have a
much better chance of achieving long-term benefits than
actions that are merely quick reactions to crises.

It may not always be easy to know when enough
analysis has been completed and that the time for action
has arrived. At the very least the state should have a basic
understanding of the central elements of its economy
. based on up-to-date analysis and not on outdated informa-
tion and/or mythology. For each key sector in the state’s
economy (including those that are potentially important as
well as those that are currently important), the state needs
to understand how that sector is positioned in the domes-
tic and world economy and how that position limits or
offers expanded opportunities.

Basic questions to be addressed include these: Who are
the competitors? What are they doing? How are they dif-
ferent from (or the same as) the state’s firms in this indus-
trial sector in terms of productivity, technology, manage-
ment, investment levels, wage levels, workforce quality
and training, product development, public support, and so
on? How are markets and technology changing within the
state and the nation, as well as around the world? What
are the bottlenecks that limit the development, production
and marketing of new and existing products and services?
What market failures are constraining development
possibilities in the sector? (Eight of them are listed in The
Rationale for State Leadership in Rural Development on
pages 51-54) How are the answers to these questions dif-
ferent in rural areas of the state than in urban areas?

The state needs
to understand
each key eco-
nomic sector’s
position in the
world economy
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Often a state
will do well to
do what it has
been doing in
recent years,
butto do it
differently

Build Upon the Exisl_ing Beonomic Base

When analyzing economic structure and prospects, it is
easy to focus heavily on new kinds of activities like bio-
téchnology, boutique raspberries, and robotics. The under-
lying philosophy is straightforward: “The rural economy
is currently not doing too well, 50 in order to get it to
perform better, we must do something new.” The logic is
appealing. Often a state will do well, however, to do what
it has been doing in recent years, but to do it differently. A
state’s efforts to enhance its rural economy should not
ignore the basic foundations—and the comparative advan-
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tages—upon which that economy currently rests. Many
states are beginning to look at value-added opportunities.
If the state is currently exporting raw materials (e.g.,
wheat), it may be able to develop facilities for processing
some of those materials (e.g., pasta manufacturing) prior
to shipping. Oregon, for example, has recently instituted a
program to promote expansion of furniture manufacturing
to better utilize the state’s timber resources. The Iowa
Academy teamn proposed a focus on its food processing
industry to add more value to the state’s agricultural ex-
ports. Similarly, the North Dakota team proposed giving
more attention to its energy by-product industry as a
value-added adjunct to its oil production.

This doesn’t mean that a state shouldn’t consider doing

- some things, even lots of things, that are new. It’s just that

the first question to ask is: “To what extent does the
existing industrial base offer an opportunity to signifi-
cantly upgrade rural skills and wages?” Once a state is
satisfied with that answer, it then can go on to consider
what new activities might realistically be expected to
assist in the upgrading.

Conduct an Institutional Scan

An array of institutions—in both the public and private
sectors—might contribute to the development and imple-
mentation of a rural development strategy. A state will
want a least a list of these institutions in order to be sure
that the critical ones are involved in the strategy develop-
ment process. The North Dakota Academy team, for
example, identified more than one hundred public agen-
cies and private organizations involved in economic
development within the state.

Pertinent questions about the candidate institutions
include: Which ones are currently active in rural devel-
opment in the state? Which are effective? Which have
potentially useful resources (including funds and skills)?
Which ones are powerful? Whose support or opposition
might make or break a rural development scheme?

A state will
want (e be sure
that critical
institutions are
involved in
strategy
development
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Which ones are entrepreneurial, flexible, and in touch
with their clientele?

The state will want to identify potential friends and
adversaries (at least the powerful ones). Some institutions
will be particularly helpful in designing the state rural
development strategy, while others may have some key
assets important in the implementation of the strategy
(e.g., the ability to deliver technical assistance to localities
or to businesses).

Create Partnerships

To carry out the type of analysis and strategy develop-
ment suggested above, it is crucial to create partnerships
with knowledgeable private sector actors.’? In many
states, the individuals and organizations with the most
detailed understanding of what is going on in a given
industry will be those in the industry itself.

Private sector involvement will also help prevent the
state from proposing specific policies and programs that
are not well-targeted or are counterproductive. For
example, if training is to be part of a rural development
strategy, then input from employers, employees (i.e.,
potential trainees) and trainers should be obtained. If
_ improved health care is t0 be part of the state’s strategy,

input from health care providers (hospital administrators,
. physicians, other medical personnel) and recipients (users
of rural hospitals and clinics) should be obtained.

Unfortunately, almost all of the Policy Academy teams
had little in the way of extensive, high-level private sector
involvement, And, at least through late 1991, all eight of
the pilot State Rural Development Councils were also
weak in private sector representation.

Some private sector organizatibns will be easier to get
to the table than others. For instance, a utility has a clear
and direct interest in strengthening economic activity
within its service area. Others, such as agricultural groups
like the state Grange, may not so clearly see their poten-

Private sector
involvement will
help prevent the
state from pro-
posing policies
which are not
well-targeted
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Creating
partnerships
will produce
strategies that
are both
stronger and
more strongly
supported

Politically
skilled “insiders’
will be an essen-
tial part of any
successful rural
development
team

tial role and interest in overall rural development. Con-
vincing them to participate may, therefore, be more
difficult. Nevertheless, an extra effort to get key private
sector interests to join the state in working on rural
development may pay good dividends. '

A rural development strategy that is developed by the
state in isolation—without knowledgeable input from the
private sector—is less likely to gain a broad base of
political support. Thus, creating partnerships will produce
strategies that are both stronger and more strongly sup-
ported. The North Dakota team, for instance, mounted an
extensive and productive effort to get very broad and
detailed input from manufacturers within the state. Almost
every manufacturer in the state was contacted by a team
member or other top-ranking state official (the governor
himself even made a handful of these visits and calls) to
learn about the problems and opportunities faced by the
state’s firms. In addition to the obvious political goodwill
that such an effort can produce, the information obtained
from these contacts was extremely useful to the team in
designing its rural development strategy.

For various reasons, not every potential partner should -
be brought into the process of developing the state’s rural
development strategy and not every eventual partner
should be brought in early, but’it seems clear that the state
will be more successful in implementing its strategy if it
doesn’t try “to go it alone.”**

Be Politically Realistic and Astute

The success of a rural development strategy will de-
pend as much upon its political support as its operational
design. Well-meaning and committed, but politically
naive, rural development advocates are unlikely to be able
to implement much. In most states, politically skilled
“insiders” will be an essential part of any team that suc-
cessfully moves to address rural development. Having the
governor (or top staff) and/or the legislative leadership as
key players in the process of putting together the state’s
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rural development strategy will ensure that political real-
ism prevails. Agency participation must not be just roken
representation; rather, it is important that key agency
heads be fully committed. The success of North Dakota’s
plan that emerged from the Rural Policy Academy hinged
largely on having active participation by the governor’s
chief of staff and House and Senate leadership. This top-
level commitment encouraged other key players (e.g., the
Bank of North Dakota, the state universities) to become
full participants. Leadership from the governor’s office
and key legislators can be critical in achieving consensus,
across a range of agencies, on goals and actions.

In many states, no single political party controls the
governor’s office and both houses of the legislature. -
Therefore, any success in implementing a rural develop-
ment strategy will usually require strong support of both
political parties. Support for [owa’s strategy, for instance,
was strengthened considerably by bringing some key
Democratic and Republican legistators into the Rural
. Policy Academy process to join some of the top staff of a
Republican governor. Similarly, regardless of the party
affiliations of the players, the structure of many state
governments creates relatively weak governors who do
not directly control all agencies (e.g., Texas has an elected
Agriculture Commissioner who can not be removed by
the governor). Therefore, inclusion of key independent
agencies in the strategy development process may be
crucial to the ultimate success of strategy implementation.

Often, political realism and focusing on limited objec-
tives (which is discussed later) will go hand-in-hand.
Sometimes—but not always—a “politically realistic”
strategy will be one that is necessarily incremental in
scope. Political astuteness is also important—this involves
identifying unique windows of opportunity, and then
* taking advantage of such opportunities. These windows
could include an economic crisis, a natural disaster, a one-
time budget surplus, or an impending reapportionment of
political districts. Current defense cutbacks, for example,
are providing the impetus for economic development
initiatives in rural Maine.

In many stafes,
sfrong support
of both political
parties is
required

Political
astuteness
involves taking
advantage of
unique windows

of opportunity
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As indicated earlier in the discussion of the institutional
scan, those involved in puiting together the state’s rural
development activities should identify the key players and
the important formal and informal interest groups that
might be ¢rucial in supporting or vetoing one or more
pieces of the state’s rural development strategy. But, such
identification is not sufficient. In addition, the state should
explicitly think through the political strategies and public
education campaigns that might be necessary to gain the
support of the key players and groups for the state’s rural
development proposals. The critical element here is
getting the political experts fully involved when develop-
ing plans for implementation.

Establish Priorities

Once several interested and committed players have
come together to work on the state’s rural development
issues, there will be a movement to consolidate the
identified ideas and proposals into an all-inclusive
laundry list. Establishment of such a list will often be an
important intermediate step in the process of developing
a state strategy, but it should not be viewed as the final
step. If the state is to play an important role in shaping
the rural economy, priorities must be established among
the various actions that the state might undertake to
stimulate its rural economy. Only in this way will limited
resources be focused upon the actions that are seen as
absolutely critical.'

i

Several of the federal initiative’s State Councils were
unable to move beyond the laundry list during their first
several months. Thus, by September 1991, some months
after initial Council start-up, one Council listed seven A long “laundry
priority issues: employment, water resources, capital, list” of broadly
health care, local fiscal base, local leadership and coordi-  stated issues will
nation among service providers. A second Council listed e less useful
six priority issues: coordination, physical infrastructure, than a shorter,
human infrastructure, leadership, natural resources and more sharply
business development. Each Council has a limited array Jocused list
of resources that can be brought to bear on identified
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Few long-term
victories can be
won without

short-term
victories along
the way to build
and sustain
momentum

problems. In deciding how to allocate these scarce re-
sources, such a long list of broadly stated issues will be
much less useful than a shorter, more sharply focused set
of problems to be addressed. '

Limit the Immediate Objectives

-Another temptation will be to focus attention and
energy on the achievement of broad long-term goals.
Given the political and economic realities faced in most
states, this would be a soul-satisfying but impractical way
to do business. Few long-term victories can be won
without a number of short-term victories along the way to
build and sustain momentum and support for rural devel-
opment. Thus, the best approach would seem to be to keep
the long-term vision in mind, but to focus immediate
attention upon limited and achievable short-term objec-
tives which fit logically within—and fully support—the
long-term strategy.

Limiting the immediate objectives has the virtue of
leading to small accomplishments that will give those
devoted to the cause of rural development a sense of pride
in tangible results. By limiting the scope of the objectives,
some visible results can be achieved quickly before
discouragement sets in.

Build in Evaluation and Use It

Rural development is not a2 one-shot deal. Over time
there will be ebbs and flows both in the attention paid to
rural development and the supporting resources, No
matter how successful this year’s strategy may be, there
will be a need for more work in future years, In addition,
because regional economic structures are in constant flux,
strategies. that are successful today may no longer be
apprepriate in the future. Therefore, the state should build
an evaluation component into its roral development
strategy. The evaluation should not just be window
dressing. It should be used to determine whether various
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pieces of the state’s rural development approach make
sense as implemented or might be modified to become
more effective.

There also is a potentially large political benefit from
rigorous evaluation. In seeking initial approval of a rural
development strategy, an evaluation component may help
convince undecided decisionmakers that program manag-
ers will have incentives to use resources prudently.
Positive results from rigorous evaluation can also help
cement support for continued funding. At the federal
level, for example, support for the Head Start program has
benefitted immensely from evaluations that firmly estab-
lish program efficacy for certain groups of preschoolers.

Evaluation
should be used
to think about
modifications
that would make
the state’s
development
approach more
effective
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Chapter 6. A Final Word

Over the past decade, leadership for rural development
in America has gravitated to state government. As the over-
all state of the rural economy in the United States has de-
teriorated since the late 1970s, the need for solid workable
rural development strategies has increased. Thus, the impor-
tance of the states’ activities to stimulate rural economic
development is greater than it has been at any time in re-
cent history, and the challenges are perhaps more daunting  States can make
than before, Despite the enormity of the task, states can a real difference
make a real difference in this critical policy area.

The individuals and organizations participating in a
structured process of organizing for rural development
should find this to be an exhilarating experience. For most
participants, this can be liberating and exciting, a welcome
opportunity to step outside the narrow confines of tradi-
tional ways of thinking and conducting business. This is a
chance for participants to find new roles and a new purpose.

‘when it embarks on a major effort in rural development.

There are many possibilities for wrong turns and minor

accidents, plenty of potholes and the occasional detour. Patience and
Even the most experienced, dedicated and careful state persistence are
team will run into difficulties along the way. Patience and  mandatory
persistence are mandatory.

] A state cannot realistically expect quick or easy results
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Endnotes

1. An abbreviated version of this paper will appear as a
chapter in a book entitled Economic Development Strate-
gies for State and Local Governments, McGowan and
Ottensmeyer, editors. Publication date is 1992.

2. Beryl Radin, who is at the Washington Public Affairs
Center at the University of Southern California, made this
observation in a phone conversation on December 24,
1991, Radin headed a team of eight researchers who took
a detailed look at the operations of the eight pilot State
Councils through mid-1991.

3. The authors have heard Ross enunciate this point on
several occasions, including at the Rural Policy Academy
session held in Minneapolis in May 1990.

4. Much of the groundwork carried out by Pennsylvania's
Academy team—such as delineation of key rural issues
and the development of possible responses—has been
useful for the Center for Rural Pennsylvania and other
interest groups. Thus, even though the direct link to the
governor was not fruitful immediately, it is plausible that
the team’s work may ultimately—while slowly and
indirectly—reach the governor,

5. Many state governments are on different election cycles
than the federal government {e.g., the governor is not
elected in the same year as the president). A federal-state
partnership in support of a rural development effort in
such states will help assure that at least one strong advo-
cate of the effort remains after each election; thus, it is
likely that political support for a rural development
strategy will continue after an election (such an outcome
is less likely, of course, when the strategy’s patron is not
reelected). A similar challenge occurs when an economic
downturn slashes funding available for economic develop-
ment programs; in Maine, for example, in 1991, the
presence of the federal government as a key partner in the
State Rural Development Council helped to maintain the




visibility of rural development issues despite dramatic
decreases in state revenues.

6. For services or programs where distance is important
{e.g., public library users may be willing to travel ten
miles, but probably not 50), clustering of communities
may make less sense in the more sparsely settled states of
the western half of the United States than it does further
east where most communities are relatively close to
neighboring places. For services or programs where
distance is not important (e.g., dispatching police or fire
or emergency medical services), then the value of cluster-
ing does not depend on population density.

7. The appropriate level for thinking about a rural issue
(i.e., analysis) is not necessarily the appropriate level for
implementation. For instance, analysis of health care
needs might be carried out on 2 community-by-commu-
nity basis, while a grant program to upgrade health care
facilities might be implemented through multi-county
regional health districts,

In terms of analysis, a community-level focus will
enable the state to distinguish more clearly among unique
communities. Not every community in a particular region
will look like the others in terms of characteristics that are
central for rural development (e.g., skill levels, quality of
infrastructure, industrial structure). On the other hand,
conducting most analysis along regional lines, rather than
broken down by individual communities, will have the
advantage of requiring less disaggregated—and less
expensive—data, '

8. In January 1992, President Bush proposed that $18
billion of federal training bunds be consolidated under
control of the Private Industry Councils; such a change
would make these Councils by far the most important
substate recipient of federal funds in rural areas.

9. When we speak of targeting, we are not implying that -
the state would necessarily focus all of its resources from
a particular program on only one or a few geographic
areas or industrial sectors or categories of individuals,
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Targeting could also involve focusing resources dispro-
portionately on a few areas or sectors or categories of
individuals, but not to the total exclusion of other areas or
sectors or individuals.

10. Triage could be used for sorting individuals, as well
as for sorting communities or industrial sectors.

11. We must acknowledge that a number of thoughtful
observers of the “choice” approach have severe reserva-
tions about some of the likely distributional consequences,

12. See Shaffer (1990) and J ohh {1988) for evidence indi-
cating that local leadership may sometimes be an impor-
tant factor in stimulating rural economic development.

13. We explicitly discuss partnerships with the private
sector (including nonprofit organizations) here. We think
- that state government partnerships with federal, local,
regional, and tribal governments are also often crucial;
however, we discussed those relationships earlier.

14. There is the danger, of course, that private interests
may conflict directly with the public interest. A private
firm may be interested in promoting a rural development
strategy that does not encourage competition and that does
-not tend to raise local wage rates. When bringing the
private sector to the table, the state must be aware that
some of the input may be colored by such self-interest.

15. The state should not merely accept communities”™ ex-
pressions of their wants as the mechanism for setting pri-
orities; rather, thoughtful analysis and careful targeting of
the sort described above is usually the preferred route for

- establishing priorities. Under Oregon’s Regional Strategies
program, for example, each region is expected to develop
a well-documented plan for a targeted industrial sector; a
“wish list” of unrelated projects is not acceptable.
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