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Background

Two central features of rural areas—their low population density and their
remoteness—can make them highly desirable places in which to live, but
also create serious economic development challenges. Low population den-
Sity raises the cost per person of delivering basic infrastructure and services,
such as roads, electricity, telephone and water. Low population numbers
also preclude some rural communities from participating in certain federal
programs that require a minimum population threshold. For example, a
minimum number of people are needed in order for an areato benefit from
the Workforce Investment Act of 1998. Further, it is often difficult for rural
areas to muster the resources, such as grant writers, and leadership needed to
benefit from the numerous federal grants available to distressed areas.

There is also considerable evidence, and concern among decision-makers,
that many rural areas have not participated in the booming national economy
of the 1990s. In other words, rural residents appear to be left behind in the
so-called new economy. The rural-to-urban income gap is growing, and the
number of people affected is not negligible. In the Northeast, there are close
to 7 million rural residents, making up about 11.6 percent of the total popu-
lation.

Rural areas are being buffeted by numerous changes originating from the
outside, and over which they have little or no control. The areas are usually
poorly equipped to deal with these forces, which include globalization, tech-
nological change, urban sprawl, federal devolution and welfare reform. In
some rural communities the issue is too much growth, often in the form of
urban sprawl, which can lead to serious conflicts over optimal land use and
be highly divisive for communities, while in others a lack of growth isthe
major concern. In either case, rural communities have difficulty addressing
their concerns.

The purpose of this paper is to examine social and economic forces and
changes affecting rural areas at the beginning of the 21¥ Century. |ssues that
arise from these forces are subsequently discussed, and a short and prelimi-
nary list of potential strategies that may be developed to cope with the un-
derlying concernsis presented. The paper starts by making the case why ru-
ral development is needed or justified.
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The Case for Rural Development

1. Place rural areas on a more equal footing. Asindicated above, rura
communities usually lack the critical mass of people needed to par-
ticipate in federal programs. Thus, rural development assistanceis
justified on egalitarian grounds. Also, a study afew years ago showed
that public grants going to rural areas tend to be used more for con-
sumption than investment purposes. In other words, the funds were
used to alesser degree to create future capacity for growth.

2. Compensate for the “brain drain”. For many years, rural areas have
lost their most highly skilled young residents because of alack of |o-
cal job opportunities. The youth went off to college, but never re-
turned to work (and pay taxes) in therural area. This means that the
local community lost the benefits associated with the investment of
local tax dollarsin the local school system. The argument has been
made that urban centers should compensate rural areas for the implicit
benefit associated with the investment in early education (for exam-
ple, the taxes paid by the former rural resident are one measure of the
benefit to the public that islost). Thiswould be difficult to implement
in practice.

3. Equal treatment subsidy. Urban areas benefit from sizeable public
transfers in the form of transportation and road construction projects,
which can lower the monetary and psychic costs to urban residents of
employment. Asan example, consider the massive tunnel construc-
tion project in Boston, MA. One can argue that rural areas should re-
ceived similar subsidies on equity grounds.

4, Retirement option value. Many of the now elderly once left rural a-
eas to pursue better opportunities in urban environments, and have the
desireto return to their rural roots upon retiring. Thus, an economic
value is associated with preserving rura areas, and making the neces-
sary investments in medical services, etc., that the
elderly require.

S. Urban congestion and an optimal population distri-
bution. There are costs to individuals associated
with living in urban areas, and not having the entire
U.S. population agglomerate at a single point has
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public benefit. One such cost involves health, and individuals' lon-
gevity, which studies show are related to pollution and traffic conges-
tion.

6.  Rural living preferences. Thetwo previous
points are reinforced by the fact that Ameri-
cans consistently respond in surveys that
they would rather livein “smaller places’
than in urban centers. Thisis another reason for investing in or
maintaining rural aress.

7. Moving people to jobs vs. jobs to people. Animportant debate among
social scientistsis whether people should be moved to jobs, or
whether jobs should be moved to where people live (e.g., in declining
rural areas). Simply moving rural residents from depressed areas to
urban jobs will not work if they lack the skills needed to compete with
urban residents. Also, rural residents may be worse off if their family
and social ties are broken as aresult of relocation, or they cannot find
comparable quality of housing in urban areas.

8. Family farms rely heavily on off-farm income and thus have a direct
stake in the economic vitality of the region in which they are located.
To the extent that protecting family farms (whether to preserve away
of life or to keep the landscape green) is a public goal, rural develop-
ment is important to provide off-farm employment opportunities to
farmers. Thisis especially urgent since about 80 percent of average
farm household income is earned off the farm. Of course, trade-offs
may exist over industrial development and preservation of green
space, including farmland.

0. The sheer number of rural residents makes their social and economic
wellbeing a regional and national concern. Inthe Northeast, asindi-
cated above and shown in Table 1, there are nearly 7 million people,
who make up almost 12 percent of the total population. And, as we
will see in the next section, as a group they are not participating in the
current economic boom. Vermont has the largest relative share of ru-
ral residents (67 percent) both in the Northeast and the nation, fol-
lowed by Maine (60 percent), while Pennsylvania has the largest ab-
solute number of rural residents (1.8 million).

Rural Development Issues in the Northeast: 2000-2005 Page 4 of 17




Population Estimates and Growth Rates for the Northeast,

by Metro/Non-metro County Status, 1990-1997

Population Estimates in Thousands,
and percent population growth rate, 1990-1997

Non-metro
State Total Metro Non-metro | Adjacent  Not-adjacent
Connecticut 3,267 2,982 285 285 0
-0.7% -1.0% 3.0% 3.0% na
District of Columbia 530 530 0
-12.2% -12.2%
Delaware 735 601 134 134 0
9.9% 8.3% 17.4% 17.4%
M assachusetts 6,114 6,023 92 71 21
1.6% 1.6% 4.4% 0.7% 19.0%
Maryland 5,095 4,724 371 29 175
6.2% 6.1% 8.0% 4.3% 7.2%
Maine 1,242 496 746 511 235
0.9% -0.0% 1.5% 31% -2.0%
New Hampshire 1,172 733 439 217 151
5.4% 6.6% 3.5% 5.4% 1.7%
New Jersey 8,058 8,058 0
3.9% 3.9%
New York 18,146 16,663 1,483 795 503
0.8% 0.8% 0.3% 0.2% 0.3%
Pennsylvania 12,011 10,153 1,859 1324 236
1.0% 0.6% 3.2% 4.4% 0.7%
Rhode Island 987 904 83 83 0
-1.7% -1.4% -5.1% -5.1%
Vermont 589 191 397 149 249
4.3% 7.6% 2.7% 33% 24%
West Virginia 1,815 759 1,056 262 794
1.3% 1.4% 1.1% 37% 0.3%
TOTALS 59,763 52,817 6,946 3,860 2,363
Source: Compiled by author using Census Bureau data.
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Rural Development Trends and Concerns

Three distinct broad trends are discussed here. First, rural areas are falling
behind in the new economy, as manifest by an increasing per capitaincome
gap between rural and urban areas. Second, the rural natural environment
and resources are under increasing pressure from urban residents seeking
new development, as well as from industrialization trends within production
agriculture. Third, federa devolution is severely taxing the ability of many
rural government officials—who are often volunteers—to cope with the in-
creasing levels of responsibility and decision-making.

1. The Widening Rural-to-Urban Income Gap

Rural areas in the Northeast have not participated to the

same degree as urban areas in the national economic boom

of the 1990s. The per capitaincome gap between non-

metro and metro areas—that is, the amount of income gen-

erated per person in non-metro areas relative to that gener-

ated per person in metro areas—has been growing since the mid-70s, after

narrowing during the commodity crisis of the early 1970s (related to

OPEC’s oil embargo and unusual weather events). In 1976, the average in-
come per person in

The Rural-to-Urban per Capita Income Gap rural areas wasj ust

1969-1997
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asworkers' skills and the quality of local jobs available) are changing, so
there is no reason to expect these trends to reverse themselvesin the near
term.

Between 1977 and 1988 (years of farm financia crises), the income gaps
nationwide and in the Northeast followed very similar paths, and were at d-
most identical levels. Since 1988, these paths have diverged, with the
Northeast gap growing larger even asthe U.S. gap, at least initially, became
smaller. In fact, the Northeast gap hasincreased in all but four of the last 21
years. Clearly, acritical question facing rural areasis not only how to create
jobs, but also “what types of jobs should be created?’

It can be argued that the lower per capitaincome figuresin rural areas
merely reflect rural residents’ willingness to accept lower wages because
they live in areas with more or better amenities (e.g., a cleaner environment
and lower population densities, less commuting time, lower land prices,
etc.). Inother words, the amenities represent aform of implicit income.

Recent migration studies provide some empirical support for such an argu-
ment (e.g., Knapp and Graves and others). However, it is aso the case that
large numbers of rural people in the Northeast live in poverty (see the map
below), suggesting that for many the lower income is not a deliberate choice.

Where are the Rural Poor?
Each dot represents 200 persons with below-poverty income living in a nonmetro county

S
Source: Bureau of the Census, Small Area Income and Poverty Estimates, 1995.

http://www.econ.ag.gov/briefing/rural/Ruralecn/whpoor.gif
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Furthermore, it turns out that amenity levels are actually lower in rural areas
than in urban areas of the Northeast, as the following map prepared by the
USDA shows.

Standard deviations from mean

[l Ower 3 - High amenities
B 2to3

0 1to2

[0 0to1

[0 0to-1

B -1to-2

B Owver-2 - Low amenities

Source: USDA, Economic Research Service.

http://www.econ.ag.gov/briefing/rural/datal Amenity 1.gif

Another argument is that costs of living are lower in rural areas, so that the
same income affords a higher standard of living. However, the cost of basic
necessities is sometimes higher in remote, rural areas where retail competi-
tion islimited and costs of delivering household goods are high. Thus, even
if land prices are lower, the overall cost of living in rural areasis not neces-
sarily lower than in urban aress.

Other possible reasons for the growing income gap between rural and urban
areas include the digital divide, the fact that rural residents have not invested
as heavily in the stock market as their urban neighbors, have less access to
health care (which affects their productivity), and so forth. This raises ques-
tions about how rural economies and societies can be sustained over time.
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2. Urban Sprawl and Land Use: Increasing Pressure on
Natural Resources

If thereisasinglerural issue that sets the northeastern US apart from the rest
of the Nation, urban sprawl is probably the leading contender. A recent
USDA study on the influence of urban pressure on land prices concludes
that: (see www.swcs.org/POLICY /FarmBill Conf/Abstracts/barnard.htm):

...the effect of population influence on state-level average [land]
values of agricultural states and regionsis small. The Northeast
provides notable exceptions, showing large effects on regional
farmland values that are attributable to urban influence. [emphasis
added]

While urban sprawl is certainly an issue elsewherein the U.S,, it takes
on particular urgency in the Northeast—which is home to 22 percent
of the nation’ s population but only 6 percent of the nation’s land area.
Thisincludes very densely populated parts such as New Y ork City,
and remote, rural areas in Northern Maine that are under-popul ated
(see also Redirections for the 1990s).

The following Table, prepared by the USDA, shows the rate at which
both farm and non-farm land is being converted for development pur-
poses across the Northeast. In the period 1992-1997, the average rate
of conversion was highest in New Jersey and Massachusetts. Note
that not all the land converted was necessarily used for farming pur-
poses prior to the conversion.

The states with the greatest acceleration of land conversion (measured
asthe 1992-1997 annual conversion rate divided by the 1982-1992
annual rate) were Pennsylvania (5.21), West Virginia (4.83) and New
York (4.37). In Rhode Island (0.77) and Vermont (0.80) the rate of
conversion actual slowed down.
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Table 2: Land Conversion Rates, Northeastern States

1992-1997

1992-1997 1982-1992 Percent of Rate of Ac-
National Average Average Total Land Total Land celeration
Rank (rate Annual Annual Area in Area in between
of conver- Conversion Conversion Farms  Farms Con- 1992-1997
sion)  State Rate (Acres) Rate (Acres) (Acres) verted (%) and 1982-
1992

43 Connecticut 8,420 12,680 400,000 3.2 151

47 Delaware 3,530 7,020 600,000 12 1.99

32 Maine 9,250 33,560 1,200,000 2.8 3.63

28 Maryland 14,690 44,460 2,200,000 20 3.03

23 Massachusetts 23,310 56,300 500,000 11.3 242

38 New Hampshire 14,920 21,460 400,000 54 144

21 New Jersey 29,860 56,640 800,000 7.1 1.90

11 New York 22,510 98,480 7,300,000 13 4.37

2 Pennsylvania 43,110 224,640 7,200,000 31 521

49 Rhode Island 2,650 2,040 100,000 20 0.77

48 Vermont 6,490 5,200 1,300,000 04 0.80

24 West Virginia 11,410 55,120 3,500,000 0.2 4.83

Source: USDA-Natural Resources Conservation Service, 1997 National Resources Inventory, and author’s

calculations using Statistical Abstract data

The percent of total land area in farms converted refers to the percent of total non-federal land in each state.

The map below shows the number of 1,000 acre blocks converted to

devel oped land between 1982 and 1992.

Acres Converted to Developed Land, 1982 - 1992
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of land converted to doveloped land
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The next map shows the average value of land and buildings per acre
at the state-level.

Average Value Per Acre of Farm Real Estate

January 1, 1999

Value Per Acre

0 - 1000
B 1000 - 2000
B 2000 - 7000

Source: National Agricultural Statistics Service, Sp Sy 3 (99), April 1999

www.econ.ag.gov/Briefing/landuse/Rval ga2x.htm

Other important questions surrounding desirable or non-desirable
land-uses involve industrial agriculture and the associated animal
waste problems. In particular, confined animal feeding operations
(CAFO) have been a source of considerable controversy in a number
of states, and there are indications that large-scale operations are ex-
panding in the Northeast to take advantage of market access.
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Many Small Units of Local Government: Challenges of
Devolution and Search for Local Leadership

The Northeastern U.S. has a plethora of local government units, asis
evident from Table 3. Often the elected officials are part-time volun-
teers, who have difficulty addressing the increasingly complex and
controversial problems that confront their communities.

Connecticut 30 149 17 1 94
Delaware 3 57 19 236 3
DC 1

Maine 16 22 467 98 16 30
Maryland 23 156 156 20
M assachusetts 12 44 307 85 18 252
New Hampshire 10 13 221 166 10 21
New Jersey 21 324 243 552 16 2
New Y ork 57 615 929 686 2 912
Pennsylvania 66 1,023 1,546 516 7 91
Rhode Island 8 31 4 3 26
Vermont 14 49 237 279 14 10
West Virginia 55 232 55 15 39
Total 277 2,574 2,851 2,343 257 1,403

Source: U.S. Statistical Abstract

This problem is particularly acute as state and local 1eaders are given more
and more responsibility until federal devolution. A more general question is,
how can rural areas make up for reductions in the number of leadersthat is
associated with the decline in local ownership of businesses such as banks?
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Overview of Emerging Issues

Current and Emerging Actionable Rural
Development Issues Facing the Northeast

Issues are not listed in any particular order
D R A F T: Fordiscussion

The range of rural development issues facing the Northeast region is broad and
comprehensive, and well beyond the scope of an organization the size of the Northeast
Regional Center for Rural Development. The purpose of this document isto solicit your
input to help us select the more limited set of issues the Center will focus the majority of
its resourcesin agiven year.! We would be grateful if you would identify from this list
(1.) what you believe is the single-most important issue that the Center should address
and (2.) what, specifically, the Center should do to address thisissue. Please provide
your input using the NE Center Stakeholder Address and Issues Survey Form, or send an
e-mail to <sgoetz@psu.edu>.

The following is afirst attempt to compile and organize alist of issues facing the
region, based on three broad issue areas. 1. Economic and social community development
issues; 2. Environmental issues; and 3. Local governance and the development of com-
munity leaders. Sub-issues are grouped according to the overriding research question
within each issue area. To alarge extent thislist is drawn from responses received in a
survey administered during the summer of 1999.

1. Community Economic & Social Development [declining counties]

A. How can rural communities in the Northeast, including those that depend pri-
marily on extractive industries, remain viable in a global economy?

1.A.1. What iscommunity/economic sustainability, and how can different communities
achieveit? Do downtown areas have specia requirements for sustainability, and
what are the local and social and economic impacts of “big box retailers’?

1.A.2. What istherole of the Internet and e-commerce, and information technologiesin
general, in achieving sustainable rural development, including the development of
niche markets in agriculture?

! To formulate a strategic plan for action, we are updating the 1990 strategic planning document,
Redirections for the 1990s, taking into account new developments affecting the rural Northeast. Regional
rural development data and indicators will be updated, and the research questions that need to be more
deeply explored to develop action agendas for extension and outreach on the issues will be clearly defined.
A broad regional action agenda designed to address the strategic issues will be articul ated as one important
outcome of this process.
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1A.3.

1AA4

1AL

1A.6.

1A.7.

What is the most cost-effective balance between industrial recruitment, business
retention and expansion, and stimulating entrepreneurship, as strategies designed
to improve and diversify the economies of depressed areas (including job crea-
tion) with different underlying conditions?

With profound changes in workforce demands and employment relations, how
can the supply of and demand for labor with different skills be more effectively
balanced? More generally, what are the relative economic and socia benefits and
costs of place-based vs. people-based devel opment?

What are the social and economic consequences within rural communities of con-
centration and industrialization of agriculture (including contract farming and
vertical integration)?

What is the effect of demographic change (aging, diversity, single-parent families,
etc.) on rural communities, and what are implications for the types of services (in-
cluding transportation) and physical infrastructure needed; what determines mi-
gration patternsin the rural Northeast, and what are the local economic and social
consequences of migration?

Other:

B. How can the local capacity for individual and community entrepreneurship be

1B.1

1.B.2.

1.B.3.

1B.A4

1B.5.

enhanced in the rural Northeast?

What istherole of self-employment (including home-based- and small- or micro-
businesses) in achieving sustainable devel opment, and preserving family farms?

How can wages of self-employed workers be increased; more specifically, what
are the constraints faced by business ownersto expand their operations, and
young and minority entrepreneursin particular, to start their own businesses?

What are the common features or characteristics of communities that are entre-
preneurial, and are these features transferabl e to depressed communities?

What are the common characteristics of counties with high relative numbers of
female-owned businesses?

Other:

C. What are the determinants and consequences of poverty in the rural Northeast?

1.C.1.

What have been recent trends in poverty in different parts of the rural Northeast;
what is happening over time to the welfare of children in low-income families?
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1.C2

1.C3.

1.C4.

1.C5.

What is the relationship between youth poverty and the performance of children
in schools?

How do low-income families cope when the primary income earner becomes un-
employed?

What strategies exist for raising the productivity (wages) of the poor and coping
with problems such as shortages of affordable housing?

Other:

D. What is the effect of federal policies on rural areas in the Northeast, and does it

1D.1.

1D.2.

1D.3.

1D.4.

1D5.

differ from the effect on urban areas?

What are the impacts of devolution and the Workforce Investment Act? Under
what conditionsisthe WIA successful in rural areas?

How do other federal policies enacted during the 1990s, such as the telecommuni-
cations act, NAFTA, the new farm bill, the balanced budget act, and utilities de-
regulation affect rural areas?

Do macroeconomic policies (interest rate policy in particular) have different ef-
fectsin rural than in urban communities?

What are the implications for local tax burdens of state-mandated expenditures?

Other:

2. Environmental Issues [growing communities; urban fringe]

A. Land use issues in the Northeast

2A.1

2A.2

2A3.

2A A4

What have been recent trendsin land use, land prices, and the distribution of
benefits and costs associated with changing land uses?

What are the public and private costs and benefits of urban sprawl (and the devel-
opment of high-cost housing) in different types of communities?

What is*smart growth” and what are its costs and benefits?

Other:
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B. Environmental quality issues in the Northeast

2B.1.

2B.2.

2B.3.

2B.4.

What are the impacts of agricultural industrialization on the environment (air, soil
and water quality) of different communities (includes nutrient management is-
sues)?

How do environmental regulations affect local economies? How do local envi-
ronmental conditions influence environmental regulations over time?

What are the keys to devel oping a competitive agricultural system that is com-
patible with the long-run protection of the environment and natural resources
(e.g., area-wide biological control of agricultural pests)?

Other:

C. Synthesis: What trade-offs exist between development and the environment?

2C.1L

Can quantitative models be developed for individual counties showing trade-offs
between job growth and migration, wage growth and changes in environmental
quality and local quality of lifein general, so that county decision-makers can
make choices that best fit their unigque circumstances and preferences?

3. Local Governance and the Development of Community Leaders

3A.L

3A.2

3A3

3AA4

3.A5L.

3.A.6.

How are communitiesin the rural Northeast responding to devolution, and which
success stories can be highlighted (creating a database of success stories)?

Which economic development strategy is most closely associated with, or de-
pendent upon, the creation of new local leaders?

What are the most effective ways of improving acommunity’s capacity to deal in
ademocratic manner with emerging problems? What specific tools, training and
education do volunteer local |eaders and citizens need to become effective agents
of change and deal with increasingly complex social and economic issues?

What are the policy and management needs associated with a changing rural land-
scape from predominantly production agriculture as an economic engine to alter-
native agricultural, natural resource, and other human land uses?

How can local revenue systems be adjusted to provide local revenue flexibility,
and the ability to tap growing sources of tax revenue while relieving the tax bur-
den onreal property.

Other:
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Opportunities:

1. Educational programs—what isthe role for land grants?

2. TheInternet and e-commerce

3. Entrepreneurship: growing leaders at home (niche markets)

4. Interdependence between economic growth and the environment
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