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 RURAL AMERICA IN THE 1990S: TRENDS AND CHOICES

As is now clearly established, the rural rénaissance of the

19?03 turned into the rufal buét of the 1980s. Both extractive

industries and routine manufacturing, on which many rural areas are

heavily dependent, experienced severe recessions in the eaflyuand_

middle paft of the decade,. and the subseqﬁent partial revival - of

production in these sectors was not accompanied by a commensurate

revival of employment. Meanwhile, the growth sectors of the

national economy--high tech.;manufaqturing, knowledge-intensive
industries, business éervicesf-became'inéreasingly concentrated in
urban areas. While the-regeséion that began in mid-1990 has dealt
a heavf.cyclical blow to these sources of metropolitan economic
growth, it is unlikelyito alter longterm trends.

DI shall argue that the diffiéulties.rural America_experiencéd
in the 1980s are in. large measure the product of vast shifts in“the
nétional and international ecohomy, to the impact of which rﬁral
communities are increasingly exposed. - Nohetheless; federal
government policies during this period also contributed to the
reemergence of rurél disadvantage. For‘much_of_the decade, the
maproecopomic regime produced currency distortions that impeded
rural exports, as well as persisteht high real interest rates to
which many sectors of thel rural economy proved vulnerable.
Deregulation in sectors such as transportion and telecommunications
wiped out longstanding impiicit croéstubsidies to rural areas.

Federal spending patterns, particularlj defense, tilted toward
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metropolitan areas, and the bias of federal rural dollars toward
agficulture and current consumpticn was not conducive to longterm
economic growth.’

| Thenoverall.consequence of shifting economic trends and public
po}icies for rural America has been well summarized by Kenneth
Deavers: "The recovery that began in 1982 [was] long and falrly

strong in terms of compound annual rates of growth in GNP and

employment. . . . Nevertheless, in contrast with earlier periods,
strong national growth . . . contributed little to improving the
relative performance of the rural economy."? This dramatic

divergence can be measured along a number of key dimensions.
| Employment. Between)1979 and 1987, metro area employment grew
by 18 percgnt, while nonmetro employment grew by only 8 percent.

Unemgioyment. Between 1979 and 1987, annual nonmetro
uneﬁployﬁent rates ranged between 1 percent and 2 1/2 percent
higher than metro ratés.

Income. The ratio of nonmetro to metro per capita incomes
declined from 77 percent at the end of the 1970s to only 73 percent
in 1987--the lowest level since 1970,

Wages. After adjusting for inflation, average annual earnings
per job fell 8 percent ($1700) in nonmetro.areas between 1979 and
1987, versus only 2 percent ($450) for metro areas. As a result,
the metro/nonmetro gap grew from $5000 to nearly $6200.°

Earnings Penalty. In 1974, the ratio of metro to nonmetro
earnings ﬁas quite similar across educational categories, rising

only gradually from 1.08 for individuals with eighth-grade



education to 1.14 for collége.gréduates. By 1986, while theﬁratiq
for the eighth-grade educated was 1.18, the ratio for college
graduates $pproaphed- 1.40, in short, returns to education
increased much faster in metro than in nonmetro areas. |

Poverty.” The nonmetro péirerty rate soared to 18 percent
bétweeﬂ 1979 and ;982, and"remained stuck at neariy.that:ievel
throughout'the ensuing economic recovery. By the late 19805,'ﬁhe'
nonﬁetrb-poverty=rate:was neariy 50 ﬁercent.higher-than for metro
areas. |

Not surprisingly, rates for the working | poor (the:
'characteristic form of rural poverty) algo increased dramaticaily.
In 197Q, 32 percent of rural workers earned below the poverty line
for a family of four, compared with 23 percent of urban workers.
By 1987, the percentage of rural lower earners had risen by ten
peints, to 42 percent, versus'a six-point_rise to 29 percent?forl
urban lower earners.? The poverty.rate for nonmetro families“in
which the head of household~worked rose from 7.6 to 10 percent
during this period--twice as high aé the rate for the corresponding
metro families.’

Pdpulatibn. While the noﬁmetro growth rate had ekceeded the
metro rate by almost 40 perceat in the 19705, it fell to less thén
half the metro rate through-thé 19805 By the mid-19803, annual
ocutmigration reached nearly 500,000, a rate substantlally'above the
annual average for the 19505 and 1960s. More than one-half of allf

nonmetro counties actually lost population during this period. And

in large measure because of the shifts in educational earnings




penalties summarized above, "rural outmigration is not only age
specific but education specific. As a consequence many of the
rural citizens most important to future rural development are

leaving rural America."®

While the most recent analysis of rural
population trends in the late 1980s suggests that the worst of the
outmigration is now behind us, rural population growth continues
to lag well behind that of metro areas, and the inequality betwéen
rural winners and losers continues to widen.’ -

I dare not masquerade as a population expert, especially at
é workshop atfended by so many genuine experts in this field. On
the basis of the fragmentary evidence available to me, however, I
do want  to suggest that recent rural population trends are
inversely correlated to community size: on average, the smallest
towns have been hardest ‘hit, while mid-sized communities have come
closer to holding their own. In Iowa, for example, the 680 small
towns with population unaer 1000 have lost about 35 percent of
 their retail trade during‘the past decade, and their population
losses have been disportionately concentrated in the younger age
cohorts.® |

I should aléo note the continuing impact of location on rural
population trends. Given previous research demonstrating the
importance of metro adjacency for rural country growth in the
1950s, 60s, and 70s, it is hardly surprising that it turned out to
be so significant in the 1980s, a decade so markedly favorable for
metropolitan areas. During 1979—1988,.employment in adjacent nbn-

metrc counties grew at more than twice the rate of nonadjacent
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counties.®

To be sure, these aggregates conceal 31gn1f1cant disparities:
some metropolitan areas fared quite poorly during this perlod and
the rural areas near them tended to follow suit. Still, the past
decade axay be viewed as a vindication of at least a moderate

version of central place theory. From this perspective, one of the
great conceytual and practical challenges of the 1990s is to devise
new forms of metrc-nonmetro llnkage that can substltute for
geographlcal adjacency. .Fallang\thls, the prospects for many

small; remote communities are far from bright.

The national/global context
These trends.cannot'be'understocd,'and,should not be studied,

in a vacuum. The reason is familiar, but worth pondering: the U.S.

rural society and economy is now exposed, ~as never before, to the

full force of powerful national and lnternatlonal trends.

Toc begin wlth, the primary products economy is now detached
to a significant extent from the industrial economy. In classic
business cycle theory, a slump in agriculture and raw materials is
soon followed by a serious crisis in the industrial sector. Yet

throughout much of the 1980s, a proionged primarybproduct

depression'had little effect on the broader economy. Because,

materials constitute a tiny, and declining, portion of the GNP of
advanced countries, even sharp declines in output:and income have

at most marginal overall effects.

This progressive marginalization of - primary products in



industrialized nations is unlikely to be reversed, in part because
othér countries proved gnexééctedly able to increase their
agricultural and:materials output in the 1970s and 1980s, but more
fundamentally because materials are decreasingly important as
inputs for production. Petér Drucker offers the following
examples. Materials and energy constituted sixty percent of_the
costs of the represéntative industrial product of the 19203--the
automobile--versus 2 percent for the representative industrial
product of the 19805, the semiconductor microchip. Copper wires
with a materials/energf_gontent of close to 80 percent are being
reélaced in telephone cables by glass fiber with a materials/energy
content of 10 percent.

Theée are longterm trends. With the excéption of wa;ﬁime, the
amount of raw material needed per unit of economic output has been
dropping th;oughdut the fwentieth. penfury. A study by thg
Internaiional Monetary Fund calculates the decline as one and one-
quarter percent (compounded), implying.that raw materials required
per unit of productibn are no more than 40 percent of the
requirements in 1900.' While there may'he temporal local or
sectoral exceptioné to these broad trends, there is no reason to
- believe that rurai strategies premised on sustainably riSing demand
and pfices for primary products overall have any serious chance of
succeeding.

The decreasing importance of raw materials has consequences
for the.entire ﬁ}s. economy, not just rural America. In a path-

breaking article, Gavin Wright has recently shown that the rise of

6




the United States te industrial_ supremecy rested heavily on
relative price and supply advanfegessin nonreproducible natural .
resources. Since then, the 'iﬁtegration of .we.rl-d markets for
resources has significehtly eroded those advantages. As Wright
observes, these reaources are.now commodities rather than factor
-endowments. ‘An important issue facing the U.S. economy, then, is
whether it can find new sources of cOmpetitivenees to replacefthis
vanishing advantage--an issue. comﬁlicated by the increasing
mobility of technology and i@formation.12

A second Xkey development: throughour traditional economic
sectors, a ﬁedge-hes been drifen between production and employment.
Thie is a familiar phenomenon in U.S. agriculture, where tremendous
advances in output: have been acconip‘lis-hed with ev'er-ehr'inking
numbers of preducers. "There‘is re'reason ﬁo exﬁect the increase
in ‘aéricultural productivity to . slow. Iif anything,
blotechnologlcal advances just comlng onstream may increase the
rate of 1ncrease durlng the 1990s. |

Somewhat less familiar, but just as important, is the spread .
of this 1nexorable loglc of productlw.ty to. the manufacturing
sector. Over the past fifteen years, U.Ss. manufacturlng'productlon
has risen by roughly half, but.manufacturlng employment durlng this
perlod has actually declined. The much-discussed U.S. productivity
crieis is largely confihed_to the eervice sector; our manufacturing
'productivity'hes risen by more than. 3 percent annually since 1982.

This trend is also longterm The ratio of blue-collar‘workers

in the total labor force was one in three in the 19205, ‘one in four



in the 19508, less than one in six today, and likely to be at most
one iﬁ ten by the year 2010. This decrease, which implies_a
cdntinuing'decline in the absolute number of U.S. manufacturing
workers, will coincide with continuing 1large increases in
manufacturing’ output and exports. Indeed, rapidly rising
- productivity isﬂa condition for such increases, because without it
no industry can hope to remain competitive internationally.®

Once again, thelmoral for rural America is clear. Both
agriculture/raw materials and manufacturing will continue to shrink
 their ;mployment, relatively and (to a lesser extent) absolutely.-
Absent heroic assumptions abouﬁ the future 1location of
manufacturing piants, there is no possibility that routine
production jobs can soak up excess rural workers in the 1990s as
théy”did to some extent in the 1970s. If trends toward rising
rural“unemployment and population exodus are to be reversed,
answers must be sought elsewhere. - |

Third: in contemporary circumstances, the key to economic
growfh is investment, particularly in innovation and people.
During.much of the 1980s, U.S. investment fell behind that of our
major competitors, leading to a decline in the key capital/worker
ratio.'® In 1989, Japanese investments iﬁ plant and equipment per
worker were three times as large as those in the United States.“

The reasons for this’ shortfall are not hard to enumerate.
7ﬁ.s. pe;sonal savings fell td historic lows, while public sector

dissavings--in particular, the federal budget deficit--soared.

Total national saviﬁgs (individuals, corporations, governments)



fell from 17.4 percent of GNP in the late 19703 to- only - 11.3
percent in the late 1980s.'® High real interest rates raised the
cost of capital far above ‘that of our major economicscompetitors,
discouraging investments other than those yielding substantial
short-term returns; What would otherwlse have been an outrrght
clash between lnvestment and consumptlon was muted conslderably by
an influx of capital from abroad notably. Europe and Japan.

In this respect, among others, the 1990s are likely to be

L]
‘

quite different. Under the pressure of events, tne,days of heavy
U.S. reliance on external investment capital are rapidly drawing
to a close. Germany-is.turning its attention to the capital
requlrements of Sovlet a551stance, Eastern.European‘reconstructlon,'
and xts own increasingly. palnful reunlflcatlon. The rest of Europe
is following suit, a tendency likely to be accelerated_by-European
integration and by“the dificulties encountered in the Uruguayfround
of GAIT negotiations- For its part.r Japan now confronts demands
for lncreased domestic spendlng (publlc and prlvate) in a context
reconflgured by a shatterrng stock.market crash, troubled flnanc1al
1nst1tutlons, higher 1nterest rates, an aging population, and the
declining savings propensity of its households." Duringsthe:first
six months of 1990, overseas foreign iniestment in the United
States declined by over 70 percent fron}. its 1989 lerels.

: As a result,"the productivity-enhancinétinvestments the United.
States needs in thé 1990s will  have to be financed to a much.-
greater degree out of domestic savings, or they won’t occur at ali;

¥

This implies some combination of increased private savings and



decreesed public dissavings, both of which entail much slower
growth in domestic consumption.

It also implies a much slower rate of debt accumuiation.
During the 1980s, debt of_all kinds--government, corporate, and
consumer--rose to unsustainably high levels. Thelcurrent recession
is already foreing bankruptcies and restructurings, a diminished
willingness on the part of households to take on new debt, and a
much more cautious attitude.toward debt creation on the part of
financial institutions hard-pressed by failing loans and tightened
government regulation. If the 1980s was the decade of consumption
and debt, the 1990s will have to be the decade of savings.and
equity. |

To make matters even harder, increased savihgs will have to
come directly out of household earnings at a time when real hourly
earnings are once again declining. - The range of expert
disagreement is fairly wide, but no model predicts real estate
price rises over the next decade at anything approaching the levels
of the 1980s. In the past year alone; the sagging residential
housing market has wiped out the net equity of many ﬁiddle-class
families, and in many regions the bottom has not yet been teached.
Nor can the stock market be expected to triple as it did during the
decade_just ended.

Some of the increased investment the United States needs will
have to come from the public sector. But this will be hard to
accomplish, for two reasons. First, the recession is pushing the

federal budget deficit to unprecedented levels, counteracting the
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recent .budget agreement and renewing pressure for spending cuts.

Second, estimates of funds needed to shore up the finencial sector
continue to'escalete.“ Third: while the federal domestic program
retrenchment of the 1980s was substaniially counterbalanced by
expanded state and local activity, this is most unlikely to recur
in the 19905; Instead, we apbear to be entering a period of
simultaneous pressure on public budgets at-. every"' 1e§el.. A;nd
finally, as neted above, publicufdith in governmehtal honesty and
efficacy siands close to historicllows. -

The lmpllcatlons of all this for U. S rural development are
clear--and soberlng. Incremental public funds will be wvery hard
to come by; pressures on (and struggles over) exlstlng resources
are bound to intensify. As is_the caee in othe: areas, demands

will escalate for stricter aceeuntability as well as demonstrable
-_reeults;_and.there ie 1ikely'to be an expending market for more
‘efficient, less bureaucratic forms of public-sector activity--a
prccess David Osborne hes called “"reinventing government."

The need to compete more.effectively in the international

economy will give an edge to.public programs ﬁhat can be justified -
| as investments in 1ong£erm productivity and growth over efforts to
' promote equity. Rural strategies will have to be defended
primarily as contributions to overall national well-being rather
than in place-specific te;ms. But natlonal and local advantage may
not converge. For example, human capital 1nvestment makes eminent
sense as a national strategy, but it cannot succeed in staunching

the outflow of trained young people from rural communities unless
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rates of return to human capital are simultanecusly increased in
these communities--a goal that may prove far harder to justify in
national terms (let alone achieve).™ |

The implication to be drawn from these broad trends is clear:
rural America has entered a new era in which innovation may not
guarantee succesé, but status quo policies will ensure failure.
The challenge in the 1990s is to shaﬁe new strategies responsive
to both enduring fural realities and changing national and global

circumstances.

Rural bumparétive advant&gé

To have any chance of succeeding, such strategies must be
Suilt on a realistic assessment of the rural comparative advantage.
E;rly in U.s. histofy, the development of rural America rested
primarily on place-spécific resource advaﬁtages: land, timber, and
minerals. IThe central rural disadvantage--the obstacle of
distance~-was overcome in part by natural'locatioﬁal facts (e.qg.,
long navigable rivers), in part by publicly guidéd development of
communication and transportation systems.  These advantages have
not disappeafed, but their significance has been steadily eroded
(as'wé have seen) by changeé in technoloqy, relative factors of
production, and the composition ¢of final demand.

In the 1960s and leﬁs, the primary basis of rural comparative
advantage shifted from resources to factors such as cheap land,
low-cogt labor, .relatifely relaxed regulations, and weak or

nonexistent unions. Combined with a new burst of public investment
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in.traneportation (the‘Ihterstate Highway'System), these advantages
spurred a szgnlflcant expansron of routine manufacturlng in rural
America. From 1960 to 1980, the rural share of manufacturing
employment rose from 21 to 27 percent.

' But these .advantages; too, have been eroded by economic
chahge. The importance.of land costs'in plant siting decisions has
diminished, and in a global marketplace with fully'moblle capltal,
cheaper labor can be found and employed outslde cur borders.® In

the longer term, there is every reason to believe that labor will

continue to shrink as a component of. manufacturing costs, and

therefore as a determinant of production eiting.

Durlng the 1380s, rural Amerlca appears to have entered its -
third major phase. The klnds of natural characterlstlcs regarded
as "amedity values" by retirees, vacationers, and certain
businesses have emerged as the chief new source of rural
comparative advantage.‘ ~ (We .may' speculate that this relative
advantage has‘been'widehed hv declinirng amenlties-in many urban
areas.) Rural places with substantial locational assets have_
commanded the lion’s share5ofwnonmetro population and employment
gains. - L

There is however a d0wﬁside. The same characteristics--lower
populatlon size. den31ty—-that give some rural areas amenlty value

frequently 11m1t opportunltles for development in other areas.

‘Three factors are key. Lower size and density makes it dlfflcult

--in some cases impossible--to -achieve_ significant = local

diversification, which leaves communities (and even entire regions)
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highly vulnerable to downturns in their prime economic base.
Second, these factors are correlated with larger average distances
between individuals as well as economic-activities, which raises
costs of communication and transportation. The deregulatory wave
of the 1980s increased the rural disédvantage along this dimension.
Not surprisingly, nonmetro qouﬁties “that are adjacent to
metropolitan areas did far better than did remote counties during
the past decade. Third, successful amenity-based development may
eventually erode the original advantage, as population size and
density increase and amenity values decline.

As Emery Castle has observed, the financial costs associated
with overcoming distance are not a linear function of distance.
Technological change and infrastructure development can do a great
deal to reduce the costs of geographical distance. Still, he notes
"The economic welfare of the more sparsely populated areas is
linked with, and dependent upon, economic activity in the more
densely populated areas . . . It is not a coincidence that the most
prosperous rural areas have close economic links with other parts
of the world and the large urban centers."? This thesis, eprunded
with great verve by Jane Jacobs, suggests that a central challenge
for U.S. rural development in the 1990s will be to conceptualize,
and put in'place, new kinds of linkages between metropolitan areas
and remote communities. Absent such innovations, the prospects for

remote communities without significant natural amenities can only

" be regarded as bleak.
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Collectiﬁe action failures

The foregéing ﬁay be misinterpreted as an argument thaf the
decline witnessed throughout so much of rural America in the past
decade is the all but inevitable conséquénce of irresistable
national and international trends. That is not my intention. I
want to arque a more complicated case: while these broad trends do
set the agenda and restrict options, the outcomes for rural aréas
reflect .the choices made among available options, as well as the
fofms of.collectiée action ﬁsed to implement these choicés. |

In modern societies, bfoadly speaking, there are three
principal ways in which 'individuals can organize themselves
collectively to get things done. The oldést of these, politics,

is the sphere of authority, in which the legitimacy, office,

- persuasiveness, or power of some persons induces others to accept

their judgment and command as the basis of action.? Since the
eighteenth century, a sec':"ond sphere has emerged--the market--
govefned by the principlequ exchange: transactions that leave all
parties better off (as they themselves define their own well-being)
than they were before. The third sphere is that of civil society.
It encompasses all voiuntary associations based on shared
principles, loyaltiés," or Sentiments; famiiies, churches,
heighborhood grbuéé, non-profit or charitable organizations, and
s0 forth. | | - |
Like the market, civil soCieﬁy can only exist if the sphere
of politics refrains from océupying the totality of available

social space. Markets and civil societies are thus linked to what
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maf be called the libera; principle,_that government should (for
:easbns-of efficacy as wéll as morality) be limited in crucial
respects.ﬁ. |

Armed with this simple but serviceable trichotomy, we can now
tell a stofy about the'ﬁain currents of modern Americaﬁ history.
From this"standpoint, the New Deal rep;esented the victory of
politics over both the. market, alleged to have produced fatal
economic imbalances, and divil society, which had proved unequal
to the task of coping with the human consequences of market
failure. Programs‘such as the ﬁRA, AAA, WPA, and CCC reflected the
belief that the market could not be trusted to generate enough jobs
fbr'workers or appropriate prices for goods, while Social Security,
unemployment benefits, and AFDC emerged to assist, and in
considerable méasure to replace, voluntary associations swamped by
theQGreat Depression’s tide of human misery.

°New Deal liberaiism was the dominant paradigm for two
generations. Bﬁt by the end of the 1960s, there was a growing
sense among both policy:elites and the general public that the
incrgmentﬁl gains-étemmihg from further expansion of the politics
sphere vié-a—vis the market and civil society were being purchased
at excessive coét. The conservative movement, which culminated in
the election of Ronald Reagan, in part repfesented the desire to

roll back politics in favor of market transactions and the

activities of voluntary social groups. The decade of the 1980s

represented a sustained effort, which achieved a measure of

success, to do just that. We are now in a position to evaluate
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what we h@ve gained, loét, and-leafnedv(or.perhapé relearned). ?

| The maﬁket, we see, ia a'femarkablelmechanism for transmitting
information and ﬁof ihduciﬁg change, It promotes efficiency,
'genefates wealth, fosters individual mobiiity and opportunity;‘and
increaééé persongl freedom. These"a#e not ?inqpnéiderable
advantages; and they.hélp explain why the market attained‘almost
iconic . status -among the nations throwing off the legacy .of
Stalinism in the late 1980s. .

But there are entries in the erif column as‘qell. The market
is insenéitive to the -distribution of income énd wealth among
economic'clésses and geographical locations; indeed, there are
indications that under contempbrary conditions it tends to
exacerbate preexisting disPafities. Left to its'own.devidés, the
market does little to élleviate fhe burdegs of tﬁe changes it
induces; witness the struégles of communitiés and regions dependent
. on dedlining \sectorg 'sucﬁ as stéel, autos, and mining.  To
individﬁals as ﬁell as firms, the mérket presents various barriers
to enﬁry that are bound to have:unequal iﬁpa&ts-bn differgnt social
groups--aesgpecially Iwhéﬁ ‘educational attainmént bbmmands'nan
increaéin@'premium._:The market is structured'by rules. that it
neither creates nor enforces; so.if'fhe political Sphere‘does ﬁot
. exercise its authority appropriately .vis+a-vis the 'markets;
ineffiéiencies and scandals reéul;7 .The market, it turns out, does
not achievé a self-regulating balance between private éonsumptioh
and pri%ate_investment or, for that matte:, betweeﬂ the shorf_term

and the long term. Added to all these difficulties rediscovered
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during the past decade are the classic kinds of market failures

"known (if perhaps underestimated) all aldng: imperfect information,

externalities not factored into prices, and the inadequate

provision of public goods that undergird sustainable economic

growth.?

I have arqued that the conservative movement of the past two
decades represented a revolt against politics in the name of beth
the market and civil society. But a tension has emerged between
these two anti-political commitments. The sustained, rapid, and
inexorable changes produced by the market do not support--indeed,
mey weaken--the inﬁermediary social groupings that require
cohesion, stability, and trust. The unintended victims of the
market’s "creative destruction” include families, neighborhocds,
and communities as well as inefficient and unresponsive firms..

This is not a new lesson, of course. It hes been a sfaple of
European social commentary since the Industrial Revolution. But
the traditional BAmerican view, expressed classically in
Tocqueville;s Democracy in America, has been more hopeful: that the
variegatee web of voluntary_associations comprising civil society
wouid be strong enough to counterbalahce the.excesses of market-
based individualism as well as'of.political centralization.® we
are now learning that the market may have to be restrained by other
means as well if civil society is to flourish.

And flourish it should. During the past decade, voluntary
aesociations have performed remerkably in areas such as education,

housing, and neighborhood safety--frequently in the face of
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probleme seemingly impervioﬁs to*standard political.ahd-market
‘mechanisms. Alongside these successes, however, have heen

 troubling difficulties of scale and strength. 1In many instaneee,

aesociations'heve been unable to mount efforts equal to the size
of the prebleesz churches and advdeaey groups, for example, have
not been able to shelter'all the ﬁomelees.- Nor have associations
been able to counteract the-effects of broad economie and social
trends that have overwhelﬁed- many families and COmmunities.
Vlgorous c1vx1 society. is a necessary but not sufflc;ent condition
of social health.

Whlle the experlence of the 11980s has muted some enthusiasm
for markets and civil soc;ety, it hes-done llttle to restore
confidence in politics as a mode of collecﬁive action. By end
large;.the Ameriean people continue to equate the political sphere
with the mode'of government ectivitylcheracteristic\of the New Deal
paradigm: a lebo;-ihtensive, self-regarding, unresponsive
bureaucracy, ceptufed by special interests at the expense of the
'general intereet, ﬁedded to old programs at the e#pense of new
needs, with a seemingly bottomless appetite for consuming public
funds but a iimited Capacity (et ’beet) for_-reeolving' public
problems. In the judgment of many, "govefnment failure” is just
as probable--lndeed just as pervas;ve——as "market failure.®

‘These sobering conclus;ons are hardly confined to the United
States. In a wide-ranging review of poet—war international
-efforts, Anﬁé 0. Krueger comments: "One of the lessons of

experience with development is that governmehts are not omniscient,
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selfless, social guardians . . . One must ask why economists were
ever comfortable with the simultaneous beliefs that individuals in
the private sector act in their self-interest and that individuals
in the public sector are motivated by a Benthamite vision of social
justice."*®* As Krueger notes, this disillusionment about the
benevolence and.efficacy of government has led to some important
insights: "First, when economic policies create something that.is
to be allocated at less than its value by any sort of governmeht
process, resources will be used in an effort to capture the rights
to the items of value. Second, whenever a government policy has
clearly identifiable beneficiaries and/or victims, those groups
will tend to organize in sﬁppbrt or opposition to the policies and
then lobby for increasing the value of the gains or reducing the
value of the losses. " |

~The analytical framework developed in this section can be
used, we believe, to illuminate ﬁhe current plight of rural
America. On the one hand, market forces on balance did not promote
rural development during the 1980s, and the unchecked market’s
- indifference to issues of spafial distribution was howhere ﬁore
clearly demonstrated; Nbr, in spite of heroic efforts, was rural
civil society able to addresé effectively the problems with which
it was.confronted. Churches, communities, and support groups
ministered to .distressl and occasionally warded off worst-case
outcomes, but without reversing underlying negative trends. The
public sector, finally, did no better: in spite of unprecedented

spending on programs regarded as "rural," the federal government
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did almost nothing to merove the longterm prospects of rural
fam;lres and cémmunities. | _

This last Pant is perhaps the least obvious.end requires
further elaboration. James Bonﬁen.has'argued that U.S. rural
| policy‘is a classic example of government failure. The reason, he
contends, is that over the past_cenrury thelﬁolitical ecenomy of
rural America ﬁas.institutionaiized around key industries ratﬁer
than communities. FPor much of the period, this political
'COnfiguration.was not too damaging. But in the crisis of the Great
DepreESion, Congress created_leéislarion that for the moet part
provided selective goods to specific greupe, isually agricultﬁralf
This evbked a mobilization-qf agriCﬁltural interest groups to
. defend and expand-pﬁblic benefits (as Krueger'’s model predigts) at
precisely the time that the agricultural sector was 'rapidly
shrinking as a percentage of rural population and economic output.
The result has been the domination of national rural pelicy by an
~ increasingly narrow and unrepresentative segment of rural America A
| The inadequacy of 'rural peliticai iﬁstitutions has been -
exacerbated by'popﬁlation.mobilityu One consequence is obvious and
well- known. as rural residents leave thelr communities in search
of opportunity elsewhere, the rural population declines as a
percentage of the total, decreasing its representation in state and
. national legislative bodies. (This trend was.accelerated by the
'one-person ‘one-votée Supreme Court dec;srons of the 19603, whlch

left the U S. Senate- as the last bastion of: rural over-

representation.)




Another consequence of population mobility is less obvious,
‘but just as important: the weakening of internal forces pushing for
change. ' As Albert Hirschman has argued, "exit® and “"voice”
constitute the two major forms of response to organizational
decline. Individuals dissatisfied with the performance of firms
or.communities can choose either to leave or to stay and speak out
for reform. The problem is that the availability of the (external)
exit option tends to inhibit the development of effective
(internal) voice.” Exit serves as a safety valve that removes the
most energetic and upwardly mobile members of the community,
leaving behind a stratified mix of those who are relatively
satisfied with the\ status quo "and those too old, weak;i or
downtrodden to muster an effective protest against it. (A number
of studies suggest that the portions of Europe with the highest
rates‘of out-migration during the 19th century were less prone than
others to social protest and violence.)

One difficulty, particularly acute in the U.S. context, is
that voice is labor-intensive over an extended period and typically
requires éoordinated action with others, while exit is a once-and-
for-all act that can be performed by isolated persons or families.
Effective'voice--collective action through politicsé-faces special
impediments in a country whose public culture celebrates mobility
and individualism. Still, an initial display of political
effectiveness can serve as a magnet, inducing some who would
'otherwise leave to believe in the possibility of local improvement.

This suggests that "publié ehtrepreneurship“ must play a key role
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in the 'revitalization of rural America.

Conclusion: Rural America in the 1990s
Everything I have said thus far can be summarized in one
thesis: The future of rural America is the vector-sum of struétural
facté that delimit a raﬁge of possibilities and public choices that
select and implément choicés from within that range. Analysis gdes
astray if it'givés pride of plébe td‘either of these vectors at the
expensé of the other. We must not éverlodk'the powerful national .
and international winds now_buffeting_so many rural comﬁunitieé,
butlneithér should we slight the ways ‘in which, even in the face
of‘theSe inhospitable conditions; skilled hands at the public helm
can artfully tack and move forward. . | ‘
In this complex-interplay'ﬁetween strﬁéture and agency, it is
iﬁportant-td-maintain the distinction between macro-level trends
and micro-level choices. What.is true in the aggregate may not be
valid for inﬁividual communities: for gxample, within an. overall .
pattern of sectoral stagnation; opportunities for local growth may
nonéthelesg' persist. The point is only that a sounder
understanding of broad developments will create a context in-which
policy analets and local decision-makers can more realistically
evaluate the odds of success for eacﬁ of the options before them.
Rutal.communities need not always "gd with the flow," but they
should at least understand the nature of that flow.
Lét me_sﬁmmérize'the conséquenceé for research and public

policy that seem to me to flow from. this thesis.
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(1) As we have seen, the pressures of international
competition .will force stéady productivity increases in
agriculture, natural resources, and manufacturing, driving even
deeper the wedge 5etween output and employment. If there is to be
any hope of maintaining--let amone expanding--the rural job base,
local communities and national policy must turn increasingly toward
the sﬁbstantially non-traded sectoré_of the economy, suchlas the
retiring elderly, tourism, and the siting of government activities.
This new eﬁphasis is consistént.with the shift of rural comparative
advantage to a third phase, one that emphasizes amenity values
rather than natural resources or the costs of production.

(é) The fiscal crisis of the public sphere, which has now
spread to every level of the federal system, means thﬁt large new
rural prbgrams-are impossible and that continuing pressure on
existing programs is inevitable. This is a situation that cries
.out for innovation in the basic structure of public action.
Government programs must inc?easingly employ cost-effective, non-
bureaucratic mechanisms, and they must use public resources to
catalyze action in the'private sector and in rural communities.
As one analyst has put it, government in the 1990s can steer the
boat, but it can’t row.

(3) The continuing, perhaps even enhanced importance of rural
linkage to thriving metropolitan areas means that efforts must be
intensified to find effective functional substitutes for the
geographical fact of adjacency. Although initial hopes for greater

spatial dispersion of the service sector have proven overly
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optimistic, rural policy in the 1390s must focus on eectorsf—such
as advanced teleccmmunicaticns--that could give rural ccmmunitiea.
more complete, timely access to infcrmaticn and lower existing
barriers to fuller tural participation in the most wvigorously
growing parts of the economy.

| (4) The emerginq'imcortance of size for community health--'
even community surVival--suggests that institutional change is
essential. Small ‘rural’ ccmmunities‘ must seek to break down
political boundaries and form new cooperative political units for -
education, service deliéery,'and pdblic entrepteheurship--units
that more ciosely'correspcnd to the_real scope of contemporary
rural economic and social life. .Recent trehds suggest that only
through such_consolidationfcan-many of the smallest communities
hope to’continuing decline and efentﬂal extinction;

A final point. The progressive globalization of advanced
economies has led many analyste to conclude that the skills and
cumulative learning of the workforce are the new keys to
ccmpetitiveness, the real sources of the "wealth.of nations* in the
next century. While there is debate as to the rate at which new
or enhanced workforce skills will have to come onstream, the basic
conjecture is w1de1y accepted. It does not foliow, however, that
what enhances national wealth will necessarily benefit particular
sub-national regions. There many_reascns for local communities and
the federal government to eebark on'a new paitnership to upgrade
education and training. But rural communities should be under no

illusion that such initiatives by themselves will suffice to create
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local job opportunities and staunch the outflow of young people.
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