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Chapter 6

The Role of the Federal Government:
Orchestrating Cooperation and Change

Findings
The Federal Government can play an important

role in rural economic development. To do so, it
must exercise leadership and make rural develop-
ment and the use of communications technologies in
the development process a national priority. The
diversity of rural conditions across the Nation means
that the development goals set by the Federal
Government must be broad, allowing for more
specific goals and strategies to be formulated and
executed at the State and local levels. In addition to
vision, the Federal Government must provide a
commitment of financial and technical support.

Many players at the Federal, State, and local
levels must be involved in a holistic rural develop-
ment strategy. Competition for turf and economic
rewards hinders the cooperation among players
necessary for economic development and the effi-
cient use of communication technologies in rural
areas. Many stakeholders have never had to deal
with one another before, and there are no incentives
to do so now. Given the important role of communi-
cation in society and the growing market value of
communications systems, the stakes involved in
providing communication services are higher than
ever before. As a result, stakeholders vie to take the
lead in configuring and controlling the communica-
tion infrastructure since often only one network is
economically feasible given economies of scale and
scope. With divestiture and the unbundling of the
communication infrastructure, there are also many
new players competing for a piece of this highly
lucrative communication market.

As part of its role, the Federal Government must
help to orchestrate the kinds of changes and cooper-
ation among Federal and local agencies needed for
economic development to take place. Working
through existing organizations, such as the U.S.
Department of Agriculture’s Rural Electrification
Administration, Rural Development Administrat-
ion, and the Cooperative Extension Service, it must
increase the incentives for cooperation at the local
level, and make it more costly for those who fail to
work together.

. --

Photo credit: Russell Lee

The post office in Costilla, NM in 1939.

Introduction
The Federal Government has consistently taken

steps to promote ruralAmerica’s well-being through-
out American history. In the earliest years, govern-
ment policies were designed to encourage farming
and successful settlement. To link the rapidly
expanding Nation, the Federal Government devel-
oped a rural infrastructure, fostered a public educa-
tion and library system, and promoted the dissemin-
ation of public information and news. To meet the
needs of the industrial revolution, it promoted rural
electrification and the transfer of industrial technol-
ogy to rural applications.

The Federal Government set up a variety of
organizations to implement its rural policies. Among
these, for example, were the Postal Service, the
Department of Agriculture and Cooperative Exten-
sion Service, the system of public schools and
land-grant colleges, and the Rural Electrification
Administration.

As rural communities continue to struggle for
their survival, the question is raised as to what role
the Federal Government should play in assisting
them today. To provide an answer, it is necessary to
consider the traditional goals of Federal rural policy;
how well it has been executed; what organizational

– 1 3 3
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resources are available to the Federal Government
and the demands likely to be placed on them; who
are the key organizational players and decision-
makers; what are their stakes; and how might they
best work together.

From Farm Policy to Rural Policy
Federal policy, in the earliest years of the Repub-

lic, was designed to establish a Nation of small
farmers. It set the tone of rural policy for many years
to come.1 Concern about farmers and farming
became the justification for Federal support of rural
areas. Rural well-being was equated with successful
farming, just as rural policy was viewed as an aspect
of farm policy. This perception became so en-
trenched that rural policy has failed to keep pace
with major demographic changes.2 Although farm-
ers now constitute somewhat less than 2 percent of
the Nation’s population, farming continues to be the
major beneficiary of Federal rural policy (see box
6-A). These policies and perceptions are likely be
superseded again as the Nation moves forward into
the information  age.3

Thomas Jefferson, the leader of the Republican
Party and later President, was the individual most
responsible for pursuing profarm policies.4 Jefferson
not only loved farming; he also believed that an
agrarian environment fosters honesty, self-sufficiency,
and egalitarianism.5 As President, Jefferson opened the
land for settlement by small farmers. To secure these
areas, Jefferson dislodged foreign governments and

Box 6-A—Farm Spending and Rural
Spending

In fiscal year 1987, $29 billion was spent on
development programs for all of rural America,
while $22.4 billion was spent on agricultural price
and income support alone. Furthermore, a large
proportion of agricultural subsidies were spent
supporting the least needy farmers. In 1987, the
wealthiest 15 percent of farmers received over half
of direct government agricultural subsidies.
SOURCE: U.S General Accounting Office, Rural Development:

Federal Programs That Focus on Rural America and
Its Economic Development, briefing report to the
Ranking Minority Member, Subcommittee on Con-
servation, Credit, and Rural Development Commit-
tee on Agriculture, House of Representatives, GAO/
RCED-89-56BR, January 1989, p. 29.

Native Americans. He also opposed land speculation to
allow settlers to establish themselves on the frontier.
Subsequent administrations continued to support farm-
ers for the most part.6

While Federal land policy was successful in
securing land for small farmers, a more proactive
Federal policy was required to assure these farmers
success. In 1862, the Federal Government estab-
lished the Department of Agriculture and the land-
grant college system,7 which were designed to
provide this kind of support. A variety of assistance
programs were administered through the Depart-
ment of Agriculture including the land-grant college

IAs describ~ by Forest MacDonald: “They. . set out to secure the frontiers of the United States by expanding the country’s territorial domain into
the base wilderness, and they succeeded so well that it became possible to dream that the United States could remaina nation of uncorrupted farmers
for a thousand years to come. ” Forest MacDonald, The Presidency of Thomas Je#erson  (Lawrence, KS: University of Kansas Press, 1976), p. 163.

‘As Swanson notes, “It was the financial crisis in farming during the mid- 1980s which ironically, provided the need for a revised ruraJ  development
policy. Since part of the problem was the assumption that farm well-being determines rural community well-being, the reintroduction of rural
development in the context of a farm crisis has had the effect of reaffii this assumption.” Imuis E. Swanso~ “The Rural Development Dilemma,”
Resources, summer 1989, p. 15.

3JJMiS SWatISOU ‘ ‘Dilemmas Confronting Rural Policies in the U. S.’ Paper presented to the National Rural Studies Committee Meeting held in Cedar
Falls, Iowa, May 17-18, 1990.

dJ~erson>s Vision, ~ bony ~~ ~jor refi~ous v~ua and pmso~ ~te~sts, may ~ve tin vi~ in _ America toward  aII a@an
democracy. A much different result occurred in Argentina, which had a similar frontier of rich vacant lands settled by European immigrants. Argentina,
however, was claimed by a landed aristocracy, leaving farm people unschooled, powerless, and physically isoirdcd. In the U.S. Sou~ too, the tobacco,
rice, and cotton ‘‘slavocracy’ presented a dis~mforting antithesis to the emergent ideal of agrarian democracy. Don Hadwiger, “A History of Rural
Economic Development and Telecommunications Policy, ’ contractor report prepared for the ~lce of lkchnology  Assessment January 1990.

SAS noted by Griswold, “No one believed so implicitly [as Jefferson] in a causal connection between the occupation of farming and the political
system of democracy, and no one, before or since his time, has given tbat belief a greater impetus among his countrymen.” Whitney A. Griswold,
Farming and Democracy (New Haveq CT: Yale University Press, 1952), p. 19.

6Hadwiger, op. cit., footnote 4. ~s farm bias reflects, in part, the political power Of the farm cOmmtity,  wfich  me erg-d in ‘ie late IW
century. During this period, many farmers suffered severe Ixudships due to drough~ low commodity prices, high freight costs, and increased real costs
of borrowed money. Xn response to such adversity, they organized farm organizations such as the Grange, Greenbacker, and Alliance.

7Sa&as. ()~~q Ruralpozic. in the United Smtes:A ~isto~ (ww~~oq DC: con~essio~ R~~ch Service,  The Library of Congress, 1988),
880487 WV, p. 15.
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system, agricultural research, agricultural extension,
and vocational training.8

Federal policymakers began to distinguish rural
problems from farm problems only at the turn of the
century.9 Commissioned by the Roosevelt Adminis-
tration to investigate why rural areas were falling
behind urban areas, the Country Life Commission
found that the problems of the countryside could not
be overcome simply by focusing on agriculture.
Accordingly, the Commission recommended that
Federal assistance “. . . should be designed to
forward not only the business of agriculture, but
sanitation, education, homemaking, and all interests
of country life. "10 In releasing the Commission’s
report, President Roosevelt called for the establish-
ment of a Department of Country Life ‘fitted to deal
not only with crops, but also with the larger aspects
of life in the open country. ’ ’11

Farming remained the focus of the Federal
Government’s policy response despite the growing
awareness of the complexity of rural problems .12
This emphasis was nowhere better illustrated than in
the case of the Agricultural Adjustments Act, which
was passed as part of the New Deal. This Act made
the Federal Government essentially responsible for
the economic and social well-being of rural Amer-
ical.13 It sought to stabilize farm prices by controlling
commodity surpluses, to forestall mortgage foreclo-
sures and improve access to credit, and to improve
farmers’ prices and incomes in relation to other
businesses.l4 A Even though the Act was viewed as a

temporary response to the farm crisis, most of the
programs it established still exist.

A strong interest in rural problems unrelated to
farming did not reemerge until the Administration of
President Eisenhower. In a special message to
Congress, Eisenhower called for a program to help
low-income farmers. But unlike previous programs
that focused exclusively on farm income support,
Eisenhower’s program looked to off-farm employ-
ment as part of the solution, and acknowledged the
need to address problems of health and education.
Because it conceived of the ‘rural’ problem broadly
to include health, education, and other human
services, the Eisenhower Administration also needed
a mechanism for interagency coordination. To this
end, the President established an interdepartmental
committee-the Committee for Rural Development
Program-chaired by the Under Secretary of Agri-
culture and comprised of the Under Secretaries of
the Interior; Commerce; Labor; and Health, Educa-
tion, and Welfare; the Administrator of the Small
Business Administration; and a member of the
Council of Economic Advisers.15

Subsequent Presidents, until the time of President
Reagan, followed in these footsteps. Under Presi-
dent Kennedy’s Administration, programs were
extended to take into account the entire rural
economy and community.l6 President Johnson, who
described rural poverty as “America’s unfinished
business,” fostered rural economic development as
part of his Great Society program.17 He claimed that

‘Ibid.

9A major fipe~s  for ~~ fiprovement cae from the progressive movement under the leadership of President neodore  Rooseve14  W~OW
WilsoW and Robert LaFollette.

10AS quoted in Wape  D. I@smussen, Tak”ng  the University to the People: Seventy-Five Years of Cooperative Extensz”on (Ames, ~: Iowa  S@te
University Press, 1989), p. 44.

1 Iu,s.  Residents, 1~1.1~ (RMwve]t)o  Report  Of the count~  Life Commission: Special h4essage  From the president of the United  StateS
Transmitting the Report of the Country Life Co~”ssion,  Senate Document No. ‘70!5, 60t.b Cong., 2d sess. (WaShingtO~  DC: U.S. Government Printing
Office, 1909), p. 6.

lz~s emp~is was perpetuated, in p- because f-ers maintained their political power even while their standard of living continued to deteriorate.
IJOsbO~  op. cit., footnote 7, p. 24.
14After World Ww I, f- Pfices  &opPd  ~rwipitously, se~g off a ~~d tit con~u~ for more&~ a d~ade.  ~ provide relief, COnWeSs twi~

passed the McNary-Haugen Farm Relief Bill, but President Coolidge vetoed it. Uncles Presidmt  Hoover, the Agricultural Marketing Act of 1929 w~
passed. It created a Federal Farm Board that tried to stabilize prices by buying and selling farm commodities. Osbo~ op. cit., footnote 7.

l@sboW Op. cit., footnote 7, pp. 30-32.
16Rmpondfig t. fis s~t ~ gods, s~m~ of Agl-ic~~e ~ille ~~men me tie ~~ development pro~~ the centel’pime Of hh department.

He created an Office  of Rural Developmm~ a R@ Arem Development Bored of depr@nent offlcials, and a public advisory committee. In additio~
the interagency committee for Rural Development ProgT~ was mplwed by a Rti Development COmmittee, whose membership was upgraded from
the level of undersecretary to Secretary. The Secretary of Agriculture was named chair. Osbouq  op. cit., footnote 7, pp. 33-34.

ITL~don Johnson’s rural policy was quite comprehensive. “A national policy for rural America with parity of opportunity” was its stated goal. The
key elements were: national economic prosperity to increase employment opportunities; full access to educatiorL  training, and healtkare  services to
expand earning power; and economic development of smaller and medium-sized communities to insure a healthy economic base for rural America. See
Osbourq op. cit., footnote 7, pp. 3740.
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during his administration 184 measures providing
assistance to farmers and rural communities were
signed. President Nixon, too, supported a rural
policy, although he wanted to shift much of the
burden for its implementation to the States.18 Presi-
dent Carter went the furthest in developing a
comprehensive plan to address rural needs. His
Administration sought to institutionalize rural de-
velopment policy at the national level with the
passage of the Rural Development Policy Act
(Public Law 96-355).19 There was little chance for
policy implementation, however, since shortly after
the Act’s passage President Carter lost the Presi-
dency to Ronald Reagan, who strongly opposed an
activist rural policy. He believed such matters are
better left to the States and private sector.20

The Bush Administration is implementing mech-
anisms to better coordinate and focus the Federal
rural development effort.21 While the direction of
these efforts is promising, the coordinating and
leadership mechanisms are still in a formative stage.
And the Administration does not yet have, and is not
close to preparing, a government-wide rural devel-
opment strategy; at most, it has laid down some
general principles.22

The time is ripe for refocusing rural policy. Rural
communities are, today, once again undergoing
major structural changes-the transformation to an
information society, the shift to a global economy,
the problem of environmental constraints. In light of
these trends, it is particularly important to consider
what role communication and information technolo-
gies can play in fostering rural economic develop-
ment.

Insufficient attention is being paid to this issue at
present. Although the Federal rural economic devel-
opment legislation enacted by the 1Olst Congress
acknowledges the importance of telecommunica-
tions and provides a specific role for communica-
tions in the development process, the bill takes a
cautious approach.23 It does not provide a clear
vision of the role of technology as a central force in
the development process.

Establishing a formal goal of promoting rural
economic development through telecommunica-
tions will signal a commitment and serve as a
criterion against which policy choices can be
weighed and policy actions evaluated. Moreover, a
goal statement would provide a basis for allocating
and coordinating institutional responsibilities and

18AS described by OSbO~  op. cit. footnote 7, p. 46. See also, U.S. presiden~ 1969-1974 (Nixon), Special message to congress  ons- F~e~
revenues with the States. Public papers of the Presidents: Richard M. NixoQ 1969 (Washington DC: U.S. Government Printing OffIce,  1971), p. 668.

I%s At sou@t to ac~eve fombasic  goals: meet rural citizens’ basic needs; provide employment and business opportunities; addresS IWd problems
resulting from distance; and promote the stewmdship of the Nation’s resources and environment. OSbO~  op. cit., footnote 7, pp. 53-58.

200s~W op. cit., footnote 7, p. 67.
21s=  ~ter diwussion of CcFeder~ pollcy Ex~utioq~~ pp. 148-149; U.S. Dep~ent of A@c~~e, A Hard~ok at USDA’S Rural  Development

Programs, report  of the R@ Revitalization Task Force to the SeCm~ of Agriwlwe,  June 30, 1989; Economic Policy COunCil, Working Group on
Rural Development, Rural Economic Deve/op~ntfor  the 90s:  A Presidential ]nitiufive, JarI~ 1990; and IJ.S. Dep~ent of Agriculture, Office of
the Under Secretary for Small Community and Rural Development Signs Of Progress:A  Report on Rural America’ sRevitalization Efforts (Washingto~
DC: USDA, January 1989).

22A ~tio~ ~dvlsov  co~sslon t. USDA Wendy issu~ a rewfl ouflining some gener~ principles. For example,  tie  commission concluded that:
as rural America is diverse, so are its problems;

. neither farm policy nor any other single-issue policy can tilciently address the needs of rural Ameriw
● there is currently no defined rural development policy;
. rural development is important for the economic efficiency and SWurity of this country.

The commission recommended that the Federal Government:
●

b
●

●

●

●

●

●

review all its policies to determine their effects on rural areas;
improve information about rural conditions and development strategies;
adopt a comprehensive approach to rural development. . . that process must assure a holistic approach to rural development policy within the Federal
government. . .
adopt a strategic approach to rural development;
foster better cooperation among rural development participants;
incorporate flexibility in its policies relating to rural areas;
promote innovation and experimentation in the pursuit of rural development;
make education a major component of rural development policies.

For further details, see National- Commis
.

sion on A~cukure  and Rural Development Policy, Future Directions in Rural Development Policy
(Washington DC: USDA  December 1990).

~’rhe Rwal Economic Development Act of 1990 seeks to assure that modern communication technologies are available in nmd ar- by _ it
easier for rural telephone providers to borrow money from the Rural Electriilcation Administration (RIM) and the Rural lklephone Bank to modernize
their networks. The Act further envisions the use of communication technology to achieve other economic development goals, such as improving
educational and medical resources.
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for determining the efficiency and effectiveness of
specific programs. Setting goals is particularly
important today, given problems of balancing the
budget. With the pie shrinking, current program
beneficiaries, trying to secure their “fair share,”
will most likely lobby intensely against efforts to
rethink or redirect program priorities. Opposition
such as this will be less successful, however, if there
is a clear vision of the role that telecommunication
plays in promoting economic development.

Establishing formal goals is, however, one of the
hardest policies to implement. Policymakers avoid
setting goals precisely because they focus on the
question of how scarce resources should be distrib-
uted among groups and organizations.24 By not
questioning goals, or by speaking of them only in the
broadest sense, decisionmakers can be held less
accountable to those stakeholders who are losers in
the goal-setting process. It might be especially
difficult to set this kind of goal because there
continues to be a lack of awareness of, and skepti-
cism about, the role that new communication
technologies can play in the development process.

Past Federal Roles

The Federal Government has played two major
roles in implementing its rural policy-one as the
provider of infrastructure, the other as the provider
of information and education. It is useful to consider
the Federal Government’s performance in these
roles, since both are still relevant today.

Infrastructure Building

Today’s communication networks are often com-
pared to earlier transportation networks.25 And many
people call on the Federal Government to play a
greater role in their development, similar to the one
played in developing canals, railroads, and high-
ways. It is wise to draw on this previous experience
in considering the role the Federal Government
might play in developing a rural communication
infrastructure. Support for Federal infrastructure
projects was never universal. Thus, the government
generally assumed a major role only when it became
clear that the private sector would not do so.

The same values that led Jefferson and Jackson to
support small farmers made them oppose a Federal
role in infrastructure building. From their perspec-
tive, “the best Government is that which governs
least.’ ’26 In time, however, the farmers who had
benefited from Jefferson’s policies became politi-
cized, and they voted to commit their governments
to regional and local transportation projects. State
and local governments thus became the crucial
actors in building the Nation’s infrastructure.27 They
enacted friendly civil laws; arranged for public
grants, loans, and stock purchases; and granted land
for yard facilities and rights-of-way. Many citizens
also invested their savings in what has been de-
scribed as a ‘‘speculative orgy of highway, canal,
and railway building.’ ’28

The Federal Government also became a reluctant
sponsor of rail development, under pressure from the
States. During early rail development, the Federal
Government offered a tax subsidy in the form of

~Herbefi Sirnoq “on tie Conmpt of Organizational Ocmls,” ~-nistrative Science Quarterly, VO1.  9, No. 1, June 1964, p. 3.

fisee for e~ple, peter west~~m, Electronic Highways: An Introduction to Telecommunications in the 1990s  (Imdom  ~ena vnw’i~ 1~).
%For e=ple, the Jefiersoni~ ad J~ksoti rej=t~  p~ put fo~~d by SWE@-y of the ~m, ~e~der hlto~ to kild a mtiOMl

banking system and other intiastructure-believing that it would favor the gentry class. Later they opposed national development plans put forward by
Whig party leader Henry Clay, Speaker of the House. Clay wanted to construct national roads and canals and, ultimately, mtional  railroads as well.
Jefferson and Jackso~ in denying these initiatives, encouraged State and load governments to undertake this development. President Jacksou by
decentralizing the financial system provided investment capital for the hinterlands. Hadwiger, op. cit., foomote  4, p.7.

~Jeffe~on  did ~prove  an act to esmb~h  a “Cumberland  highway” from Curnberland,  Maryland across the mountains to OhiO. su-ent

Congresses provided funding obtainable as 5 percent of the proceeds from public land sales. When Resident Monroe vetoed road appropriations, the
management of the Cumberland road was transferred to the States through which it passed. The Cumberland, however, fell into disrepak as did seveml
other ‘‘highways” when canals and then railroads provided superior transport. Roads were then used mainly for local trafllc and were maintained by
local govemments. U.S. Congress, Report of the Joint Comnu”ttee  on Federal Aid in the Construction of Post Roaa3  (63d Cong., 3d seas., 1941), pp.
240-241.

~~e Sbte of New York finmced construction of the Erie Cad to link the Hudson River with the Great Lakes, which qtickly -e a PficiP~
route for Western migratio~ drawing Western settlement into a Northern pattern. The Erie drastically reduced fkeight rates to and from the h.intexlauds
and made the Port of New York the Nation’s major commercial center. Hadwiger,  op. cit., foomote 4, p. 8. Given the Erie’s success, New York as well
as several other States, including Pennsylvani~  Maryland, and Ohio, joined with private corporations to finance vigorous development of canals and
other internal improvements. This speculative effort collapsed with the panic of 1837. Most of the roads and canals were soon superseded by railroads,
the new communication technology.
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tariff reductions on materials. After 1850, it made
large land grants to the States for the purpose of
financing railroad construction. And in the 1860s,
the Federal Government began to distribute land
grants for transcontinental roads as well.

The telegraph was another communications sys-
tem inaugurated with Federal assistance. In 1834,
Congress authorized funds for Samuel F.B. Morse to
build a demonstration line between Washington, DC
and Baltimore. But Congress refused to nationalize
the telegraph, as Morse requested, preferring that the
private sector finance and deploy it.

The Federal Government also played a critical
role in assuring the deployment of electricity and
telephones to rural areas. Most urban citizens had
access to electric service by the turn of the century,
but America’s farmers were not served until much
later. Even by 1935, fewer than 12 percent of
America’s farms had electricity .29 Private utilities
were unwilling to provide service to rural areas
because demand seemed low and the technical
problems high. At first, the Federal Government
sought to assist and encourage private industry
rather than displace it. But President Roosevelt was
unimpressed by industry’s response, so he created
the Rural Electrification Administration.3O REA
bypassed the municipal and private utilities. Instead
of cooperating with them, it built its own network
with “grass roots” support. REA’s goals were
ambitious: universal, high-quality service, rapid
deployment, and low rates. It was quite successful in
achieving them. Few rural cooperatives defaulted,
since usage rose so quickly. By 1940, 30 percent of
all farmers had electricity. By 1950,77 percent were
served, and by 1959, 96 percent. Rural cooperatives
also played an important role in economic develop-
ment, facilitating the movement of industrial, com-
mercial, and nonfarm residents to rural areas.31

Despite (or perhaps even because of) these
successes, REA had its detractors. After 1950, the
private utilities’ lobby sought to shut it down. They

Photo credit: Russell Lee

An old-fashioned telephone used for communication in
a gold mine in Mogollon, NM, 1940.

claimed that REA was no longer needed because its
job was virtually complete. To gain support for their
position, they portrayed REA as “socialistic” and
unfairly competitive. But REA had its own political
support. The National Rural Electric Cooperatives
Association (NRECA) provided a powerful grass-
roots voice. Moreover, REA was well situated in the
protective environment of the Department of Agri-
culture. It was also a“favorite” of many rural
Congressmen.

Looking for a new mission, REA welcomed the
task of deploying telephones to rural areas, which
were still largely unserved by telephones in the late
1940s.32 Legislation permitting REA to play such a

 the first quarter century, farmers had not pressed for electricity. Their main interest was in raising commodity prices. Nor apparently was
the research-extension system troubled by the delay in tion caused by lack of rural electricity.

 D.     The Rural   An Evaluation  DC:    
1963), pp. 4-5.

  cooperative= aggressively recruited and served industrial, commercial,   co  which had the effect of increasing
the number of ers each year, from 5 million in 1960 to 12 million  1987. U.S.  of Agriculture, Rural Administration
A Brief History of Rural Electric and Telephone Programs (Washington DC:   1989).

 39       by  (erg-  neighborhood   due   dines,
this service was allowed to deteriorate, and by 1940 only 25 percent of farm residences had working telephones. U.S. Census, compiled by U.S. Congress,
House Committee on Agriculture, 1949, p. 2.
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role was first introduced into Congress in 1945,
where there was substantial support. However,
strong opposition from the independent telephone
companies and private utilities prevented its pas-
sage. A compromise bill was passed in 1949 with
President Truman’s passive support. In accordance
with the compromise, REA was permitted to form
rural telephone cooperatives such as had been used
in rural electrification, but the “independent” tele-
phone companies were given the right of first
opportunity. As it turned out, most REA loans went
to the independents. Some telephone cooperatives
were also undercut by Bell companies, which moved
quickly to offer modern services in contested
areas .33

REA was able to achieve high-quality, state-of-the-
art service, working mainly with the “independ-
ents. ’ To serve widely scattered rural residences,
REA pioneered technology to reduce size of wire, its
cost of installation, and its vulnerability to lightning
and icing. REA borrowers replaced party lines with
one-party service. Rates were standardized and
comprehensive “area’ coverage was provided. By
1980, 94 percent of all farms were served by
telephones .34

The Federal Government’s support of highway
building began as early as 1932, when Congress
enacted a penny-per-gallon gas tax.35 The rationale
and the means of financing the Nation’s highway
system were distinct from other infrastructure proj-
ects. Presidents Hoover and Roosevelt both believed
that massive spending for road construction would
provide jobs during the depression.36 President
Eisenhower justified Federal support for highway
construction on national defense grounds.37 To

finance this road-building program, Eisenhower set
up a Highway Trust Fund to be replenished from
increased highway user taxes.38

Highway construction had a profound-even if
often unanticipated-effect on rural America. Road
building brought rural and urban areas closer to-
gether, forcing many small communities to deal with
urban values for the frost time. Highways also
facilitated massive rural outmigration. They were
also a precondition for agricultural specialization,
which in turn reduced agriculture’s labor needs,
inducing many farm people to seek urban jobs. At
the same time, highways contributed to population
decentralization. Nonfarm employment expanded in
the hinterlands along freeways and other modern
roads. Industrial belts grew up in the towns and
countryside along highways, especially in the South-
ern and border States. The Nation’s midsized cities,
linked by freeways, also grew. In addition, express
highways allowed people to exercise a preference
for residence in smaller communities.39

Looking backward, it is clear that the Federal
Government was an indispensable backer of the
Nation’s infrastructure, providing venture capital
and other incentives when private capital was
unavailable, and even doing the job itself, when
required. Public policy undoubtedly enabled the
timely and widespread development of each new
communication system, and these systems facili-
tated the rapid settlement and integration of Amer-
ica’s rural heartland.

This retrospective account not only describes the
historical basis for government involvement in
infrastructure building, it also suggests some models
for action that the Federal Government might adopt

JJDU F. ~wiger and Clay COChr~ ‘‘Rural ‘lMephones in the United StiteS, ’ Agricultural History, vol. 58, 1984, p. 232.
~USDA,  REA, op. cit., fOOt330te 31, p. 7.
35Road pa ~ga titer 1905, when automobiles ~ae nwemm. By 1915,39 S@tes ~d crmted b@way  dep~ents. Road btildhg  g~ed

~ impetus in State legislatures, where farm orgtintiom  ~d h grOUpS often control.1~ decisions. During the 1920s, the States constructed 1.3 million
total miles of improved roads. Mark H. Rose, Interstate Express Highway Politics, 1941-1956 (L.mvrenee, KS: The Regents Fress of ~m, 1979), pp.
4-7.

36Hoover’s  ~mv~ agency, tie  Recom~ction  F~ce corporatio~ lent $300 million to the States for road construction. Be*em 1934 ~d 1937s
the Roosevelt Adrmms“ “ trationspent$28 billion forroadconstruction.  TheU.S. Bureau of Public Roads, loeatedwithintheU.S. DepartmentofAgrieulture
until 1939, envisioned a 30,000-rnile “expressway system’ to speed traffic, eliminate urban and rural deeline, and create jobs. But President Roosevelt
came to view highway building as a poor way of creating jobs, and he feared that the development of a “superhighway system” would unbalance the
Federal budget. He began to cut back on road-building as the Nation prepared for World War II. Hadwiger,  op. cit., footnote 4, p. 28.

37- Resident Truman’s Adrninistratiom road-building failed to keep pace with increased road use. There was no consensus about the Federal
role. Rural Senators Milton Young (ND) and John Stennis (MS) sponsored increases in road appropriations including $100 million for farm highways.
However, at the same time, the U.S. Chamber of commerce opposed farm highways, characterizing them as “national socialism.” President Truman
cut back on road construction during the Korean War, even as road use was sharply increasing. Rose, op. cit., footnote 35, p. 40.

38This  Fmd WaS es~b~hed  by the Highway Aet of 1956. Its passage inaugurated a period of iiCCdCTtttd  highw’ay  improvement.

%EIadvviger,  op. tit., footnote 4, p. 29.
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today. REA is a particularly useful model, given its

past success in encouraging technology deployment
in rural areas. Recent analyses suggest that advanced
technologies will not be quickly deployed to rural

areas without some form of government interven-

tion. REA could assume the role of helping to

finance and facilitate the development of Rural Area
Networks, just as it took on the additional task of
providing telephone service. Most important, R E A
could help rural communities and development
agencies serving rural areas sort out their communi-
cation needs and explore new ways of meeting them.

With its successful lending experience and techni-
cal expertise, REA could play a key role in launching
experimental approaches to deploying technology.
REA could establish forums and discussion groups
of community leaders, communication providers,
and communication users to consider rural commu-
cation needs, and explore how communication
systems might be designed to meet these needs. In a

more proactive mode, REA might conduct research
and development to investigate new and creative
ways of deploying advanced communication and
information technologies to rural areas and/or pro-
vide financial support for demonstrations and trials
of such strategies. REA could serve as an honest
broker between borrowers and potential users. It
could also provide loans and technical assistance to
groups of users and providers who undertake coop-
erative ventures.

To play this kind of an expanded role, REA will
need much greater resources. The REA telephone
program staff has dropped from a high of 500 to 149
employees. And the remaining staff has little famili-
arity with rural development in general. So addi-
tional staff and staff training are essential. REA will
also need greater political support if it is to be
successful. REA’s very existence has often been in

dispute. Most recently, the Reagan Administration
claimed that REA has outlived its mandate, since
universal service has been achieved and rural
telephone companies are financially sound. For
REA to get a new mandate, therefore, may require
Congress to redefine the notion of universal service
in the context of an information age.

The Rural Economic Development Act of 1990
includes measures to expand REA’s role in several
respects. It creates a new REA Assistant Administra-
or for Economic Development to carry out REA
programs that involve rural electric and telephone
systems in community and economic development.
It provides the REA Administrator with additional
powers and assigns duties to provide advice and
guidance, establish and administer pilot projects and
demonstrations, and act as an information clearing-
house for dual development-related activities of
REA borrowers. REA’s technical assistance role is
strengthened across the board. Finally, the Act
reaffirms the continuing importance of the REA loan
program, and calls on it to play an even greater role.

Promoting Information Dissemination,
Science, and Education

The Federal Government’s role in promoting
information dissemination, science and technology,

and education has its origins in the Constitution: the
First Amendment guarantees freedom of speech and

press; Article I, section 8 authorizes the Federal
Government to grant intellectual property rights;
and Article I, section 8, paragraph 7, permits the
Government to build postal roads.40 The Federal
Government took advantage of the postal provisions
to subsidize the distribution of news in the late
1700s.41 After the Civil War, the Federal Government
played a major role in the development of libraries 42

We  American attitude towards information dissemina tion differed radically from that in Europe, where the ruling monarchs regarded it with
considerable alarm. However, building a Nation requid the establishment of communication links, the development of a tiled marke~ the forging
of a common culture, and the building of a democratic policy. The widespread flow of information was essential to accomplish these tasks.

41s=  Rickd B. fielbowiti,  “Newsgathering by Printers’ Exchanges Before the Iklegrapk’ Journalism Hi~tOV, vol. 9, 5 ummer 1982, pp. 4248;
and Samuel Kemell, “The Early Nationalization of Political News in Ameri~” Studies in American Polifi”ca/ Development (New Have~ CT: Yale
University Press, 1986), pp. 255-278.

dz~ tie unit~ Stitti, libraries  have always been regarded as popular educational institutions. Like the public schools, they derived their support fm~
the public education and reform movements that developed after the Civil War. Traveling libraries were founded to bring news and reading materials
to rural areas where book deposit stations were set up in grange halls, neighborhood stores, f~e stations, and women’s clubs. In cities, libraries were
established not only to provide access to books but also-like the settlement houses-to provide a haven and adult education programs for a growing
number of working-class immigmnts.  These libraries developed rapidly during the post-Civil War period, and even continued to thrive in the depression
years. See V. H. Mathews, Libranesfor  Toalzy and Tomorrow (Garden City, NY: 1976).
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and the American public school system.43 Towards ●

the turn of the century, it became more activist in ●

promoting science and technology especially
through the university system. 44 These policies ●

reflected the notion, so prevalent in the United
States, that education and knowledge have distinct
public benefits and play an essential societal role.45

●

These overriding values helped structure the

land-grant colleges;48

supporting research on agricultural problems at
agricultural experiment stations;49

making basic information on farm and home
problems available to people through the exten-
sion service;50 and
providing vocational training on agricultural
problems, home economics and industrial sub-
jects. 5]

Federal Government’s response to the farm crisis The Country Life Commission, established under
that followed the Civil War.46 The Federal Govern- President Theodore Roosevelt, also advocated Fed-
ment sought to help farmers adjust to the structural eral assistance in bringing ‘‘both information and
changes in the economy by developing and transfer- inspiration” to all farmers. There had already been
ring modem technology to agriculture.47 Working a number of experiments for providing education
through the Department of Agriculture, the Federal and information to rural communities, and the
Government eventually established four different Commission recommended that these activities be
types of complementary programs: ‘‘nationalized. ’52 Among these were DeamanKnapp’s

dsme ~eric~ co~ment  @ public  schooling  grew in the Wake of the Civil War. This commitment was SO inkxlsc that it gave  H* tO a n.rLtiOti
crusade to establish public schools. Concerned about the problems of reconstruction in the Sou@ the influx of Catholic immigrants, and the advent of
industrialization in the Nom Americans saw public schooling as a way of preserving the social, economic, and political order. See Rush Welter, Popular
Education and Democratic Thought in Anwrica (New Yorlq NY: Columbia University press, 1%2); and David ~ack and Elisabeth Hansom “Conflict
and Consensus in American Public Education ” Amen”ca’s  Schools: Public and Pn”vate,  Daedalus,  surnm er 1981.

~rfshould be noted that just as democracy was closely associated with farming, so too was it linked with technology. A democratic pofity  wm ~ought
to be a prerequisite for advancement in applied science, while technological achievements were expected to provide the physical means of achieving
the democratic objectives of political, social, and economic equality. See Hugo A. Maier, “lkchnology and Democracy, 180( L1869,” Journal of
American History, vol. 43, p. 625. For a discussion of the evolution of the university system, see Edward Shils, “The Order of Learningin the United
States From 1865-1920: The Ascendancy of the Universities,” Minerva, vol. 18, No. 2, summer 1978.

dscon~sting the attitude of Americans towards education with that of Europeans, Alexis de ~ueville, the Wdl-hOVW3  cOmm@rdOr  on America

society, noted in 1831: ‘‘Everyone I have met up to now, to whatever rank of society they belong, has seemed incapable of imagining that one cmdd
doubt the value of education. They never fail to smile when told that this view is not universally accepted in Europe. They agree in thhking that the
diffusion of knowledge, useful for all peoples, is absolutely necessary for a free people like their own, where there is not property qualillcationfor  voting
or for standing for election. That seemed to be an idea taking root in every head. ”Alexis de Tocqueville,  Journey to America, translated by George
Lawrence, J.P. Meyer (cd.) (New Yorlq NY: Anchor Books, 1971).

46As  Wape  Rasmussen has described it: “The revolution generated by the Civil War catapulted the mtion’s farmers not only into a new era of
mechanization but also into a world of complex social and economic forces that were too volatile and powerful for individual farmers to confront by
themselves. It seemed that the appearance of more complex and productive tools intended to guarantee the farmer’s survival had made that survival more
complex.” Wayne D. Rasmussen and Paul S. Stone, ‘‘Toward a Third Agricultural Revolutio~”  in Don. F. Hadwiger and Ross B. Talbot (eds.), Food
Policy and Farm Programs, proceedings of the Academy of Political Science (New Yorlq NY: The Academy of Political Science, 1982), p. 179.

dTThe idea that howledge could improve agriculture was first put fonvard  by agricultural societies composed of well-to-do gentlem~  f~en, f=
journalists, and some educators. Such citizen advocacy was bolstered by public agencies and private agricultural interests that acted in mutually
supportive .ways. These public agencies included tbe U.S. Department of Agriculture and the land-grant colleges. The private interests included general
farm organiza tions as well as commodity groups. Rasmusseq 1989, op. cit., footnote 10, pp. 8-22; also David E. Hamilto~ “Building the Associative
State: The Department of Agriculture and American State-Building,” Agricultural History, vol. 64, pp. 209-218.

48Dem~atic  ~d pop~ist,  the 1~d-~t movement called  on the universities to extend the benefits Of education  tO ~ segments  Of Soc@.
Responding to the Nation’s rapid industrial and agricultural developmen~ it called on the universities to expand beyond their traditional role of tmining
gentlemen as preachers, lawyers, and doctors, and-through applied researc~to  develop tie more practical applications of education. Provided under
the Merrill Act of 1862, land-grant colleges, open to students of all backgrounds, were established to provide education in fields such as agriculture,
engineering, home economics, and business administration. Unlike traditional colleges, land-grant colleges were not isolated communities. Through their
agricultural experiment stations and their service bureaus, their activities were designed to serve the State. For a discussion see Clark Kerr, The Uses
of the University (Cambridge, MA: Harvard University Press, 1972).

d~efitch~tof 1887  autho~ed  the es~bfis~ent of agric~~~ ex~l-iment s@ons  to be funded with the procmds from the side of certain public

lands. In additio~ it authorized annual grants of $15,000 for the purpose of testing, research and publication, and dissemination of scientific information
under cooperative arrangements behveen the States and the Department of Agriculture. See Osbo~ op. cit., footnote 7, p. 15.

%e Smith-Lever Extension Act of 1914 called for the Government to disseminate among farmers useful information on crop and livestock
productio~ soil rnanagemen~ marketing, and rural sociology that had been produced in the agricultural colleges.

51’rIhe Sfith-Hughes  Act of 1917  provided for Feder~ gr~ts-~-~d to ~ ~tch~ by s~te ~ntributions for promoting instruction bCIOW the COllege
level in agriculture and the trades.

sz~dwiger,  op. cit., footnote 4.
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“demonstration farms,” on which farmers could
learn by watching and doing, and “movable
schools, ’ ‘ such as George Washington Carver’s
Tuskeegee mule-drawn wagons full of new seeds,
farm machinery, and dairy equipment, as well as
boys’ and girls’ clubs through which it was hoped
parents could be educated.

One promising and widely used idea was to
employ an “extension agent’ in each county to
work directly with innovative farmers. The Smith-
Lever Act of 1914 authorized partial Federal funding
for an extension service in all rural counties. The
costs were to be shared by the States, the counties,
and by county organizations of innovative farmers,
called farm bureaus. Comanaging this new agency
were the U.S. Department of Agriculture and the
land-grant agricultural colleges. On the campuses,
extension and experiment stations formed a partner-
ship. Still another partnership developed between
the county extension agency and the county farm
bureaus; the county agent organized the farm
bureaus, which in turn formed State and National
farm organizations,thereafter becoming Exten-
sion’s link with political supporters as well as
farmers. Later on, extension people helped start
other farm organizations, called commodity organiza-
tions. The experiment stations also formed links
with the farm bureau and with the commodity groups
so they could better understand the research needs of
producers. Leadership for this public-private net-
work was recruited from graduates of the agricul-
tural colleges. Within a few decades, this elaborate
network of players had achieved its goal of modern-
izing farming. Moreover, the quality of farm life had
been improved through access to home economics
and other farmer information services.

Despite its many successes, the Extension Service
has been criticized throughout its history for being
elitist, and catering to the most innovative farmers.
Moreover, it has found it difficult to move from the
goal of agricultural efficiency to the broader goal of
community development. Under President Roose-
velt, for example, leaders in the Department of
Agriculture tried to develop policies aimed at

Photo credit:Mark G. Young

The Page Co-op Farm Bureau endures even as the county
shifts away from agriculture.

multiple goals. But this initiative was opposed by the
farm bureau, which feared that the Extension Service
might lose control at the grassroots level.53 And
State extension services found it hard to shift their
resources from agricultural to rural development
because of the resistance of farm and commodity
organizations. Moreover, the partnership between
scientists and extension, which was so successful in
modernizing agriculture, often opposed efforts to
renounce conventional agricultural practices that
might endanger health or the environment.54

As rural areas face the challenge of moving into
the information age, the Federal Government must
continue to play a major role in information dissem-
ination, research and development, and education
and technology transfer. At present, there is little
Federal research being conducted that focuses on the
complex relationship between communication tech-
nologies and economic development. More is needed
to avoid the kind of mistakes made in the past when
trying to deploy technology to achieve social or
economic ends.55 There is also a need for assistance
in transferring technology to economic development
applications and for providing up-to-date informa-
tion about these technologies.

 Social Scientists  Politics in the Age   MO: University of    Pp. 

 USDA  Research   conducts research on the  economy, including business,   of 
development. However, only a very small percentage (about 5  down from 10 percent a decade ago) of  budget is allocated to rural topics,
due to budget constraints and competing priorities (the bulk of  research is on  commodities, trade,  and the like). 
could establish a research focus on rural telecommunication and information services or industries, and on the business,  and financial

 of a   information economy.
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Having successfully played these roles in the past,
the Coopera t i ve  Ex tens ion  Serv ice  (CES)  appears

un ique ly  su i ted  to  he lp  in t roduce in fo rmat ion-age

techno log ies  to  ru ra l  a reas .  Knowledge  i s  ra re ly

t r a n s f e r r e d  p a s s i v e l y .  M o v i n g  i n n o v a t i o n s  f r o m

development to production is not a one-way process.

The experience and understanding of potential  users

is as important to the process as is expert knowledge.

Thus effect ive technology transfer requires outreach

programs based on mutual trust and respect, similar

to those administered by the Cooperat ive Extension

S e r v i c e .5 6

At present, CES provides education, information,

and technology transfer on numerous topics relevant

t o  f a r m i n g  and agr icu l tu re  genera l l y .  The scope

ex tends  to  many  top ics  re levan t  to  ru ra l  deve lop-

ment, and could be further broadened to specifically

i n c l u d e  i n f o r m a t i o n  t e c h n o l o g y  a p p l i c a t i o n s  f o r

ru ra l  deve lopment .  CES has  the  advan tage  o f  an

ex tens ive  S ta te  and  coun ty  ne twork  o f  land-g ran t

c o l l e g e s ,  e x t e n s i o n  a g e n t s ,  a n d  f i e l d  e x p e r i m e n t

s ta t ions  th rough wh ich  to  d issemina te  in fo rmat ion

and education.

CES has  in te rpre ted  i t s  s ta tu to ry  mandate  as

extending to the general health of rural America, and

h a s  n o w  d e v e l o p e d  i t s  o w n  r u r a l  d e v e l o p m e n t

s t ra tegy ,  in  coord ina t ion  w i th  U .S .  Depar tment  o f

Agr i cu l tu re  and  government -w ide  ru ra l  rev i ta l i za -

t i o n  i n i t i a t i v e s .57 I n d e e d ,  t h e  C E S  r u r a l  s t r a t e g y

predates these other initiatives. The CES approach to

ru ra l  deve lopment  emphas izes  the  impor tance  o f

local leadership, the health of the local community,

a wel l-educated rural ci t izenry, and strong coopera-

t ion among governmental and private sector part ic i-

pan ts  in  the  deve lopment  p rocess .5 8

CES is developing a communication and informa-

t ion technologies strategy, to be completed by early

1991. The strategy could serve as a vehicle to focus

U S D A  a n d  p e r h a p s  g o v e r n m e n t - w i d e  e f f o r t s  f o r

.

Photo credit: Mark G. Young

The Penal Oreille County Library, led by its energetic and
visionary director, is a major information center for the

town of Newport, WA.

technology transfer in rural areas. CES is already

exper iment ing  w i th  the  use  o f  e lec t ron ic  med ia—

inc lud ing  on l ine  da tabases ,  compact  op t i ca l  d isks ,

v ideod isks ,  v ideoconfe renc ing ,  and  computer  ne t -

working-to carry out i ts education and information

d i s s e m i n a t i o n  f i c t i o n s .

CES also cosponsors (with the National Agricul-
tural Library) a Rural Information Center (RIC) that

provides information retr ieval and rural information

briefs. Eventual ly, RIC wil l  provide local fol low-up

t h r o u g h  c o u n t y  e x t e n s i o n  a g e n c i e s  a n d  d a t a b a s e

access  in  loca l  o f f i ces .  R IC now inc ludes  a  Rura l

Hea l th  In fo rmat ion  C lear inghouse  Serv ice  th rough

an  in te ragency  agreement  w i th  the  Depar tment  o f

Hea l th  and Human Serv ices .  The concept  i s  be ing

extended to other categories of rural information.

 Moshowitz, “Cooperative Extension: A Functional Model for  Transfer and Economic Development in Rural 
contractor report prepared for the  of Technology Assessment May 1990.

 for       Extension Service,  Rural  A Cooperative  
Response, November 1986; special issue on ‘ ‘Rural Revitalization,’Extension Review, Winter 1987; and “Revitalizing Rural America: Critical Issues
& Cooperative Extension System Response,” no date. Also see Northeast Regional Center for  Development New  
Development: Colloquium Proceedings, co-sponsored by USDA and the National Association of State Universities and Land Grant Colleges (University

 PA: Northeast Center for Rural Development, Pennsylvania State University, February 1989); Northeast Regional Center for Rural Development,
Cooperative Extension and New Alliances for Rural  Development: Five Case Studies, prepared in conjunction with the USDA Extension
Service (University  PA: Northeast Regional Center for  Development Pennsylvania State University, November 1989); and University of
Missouri Extension Service, Extension Responds  the Rural Crisis, prepared in conjunction with the university extension services of Iowa, Kansas,
Mississippi, Missouri,  North   and Vermont (Columbia, MO: University of Missouri Extension Service, July 1990).

    of    groups and agencies. For example,  has an interagency memorandum    
Small Business “ “  for the exchange of information and expertise on  rural  business managers.
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If  CES is to be truly effective in carrying out these
tasks, it will need to upgrade its public image.
Especially at the local level, it is still often thought

of as a “worn out” agency,  focused on agriculture

t o  t h e  e x c l u s i o n  o f  o t h e r  k i n d s  o f  d e v e l o p m e n t

prob lems .  Moreover ,  a l though  Federa l  Ex tens ion

Service officials are now more aware of the potential

r o l e  f o r  t e l e c o m m u n i c a t i o n  t e c h n o l o g i e s  i n  t h e

development process, there is still a large knowledge

gap at the local level.  Thus, if  CES is to play an

expanded role in introducing information-age tech-

n o l o g y  i n  r u r a l  a r e a s ,  i t  m u s t  b e  r e e n e r g i z e  a n d

develop greater technical expertise.

The  Rura l  Economic  Deve lopment  Act  o f  1990

takes steps to enhance the role of the Cooperative

Extension Service.  Section 2346 establishes a rural

economic and business development program within

the Extension Service.  Funds are provided for State

and county-level CES rural development specialists

to:

. . . assist individuals in creating new businesses,
including cooperatives, or assist existing businesses,
and to assist such businesses regarding advanced
telecommunications, computer technologies, techni-
cal or management assistance, business and financial
planning, and other related matters, and to assist
community leaders in community economic analysis

and strategic planning.

Rural development specialists would:

. . . provide advanced telecommunications, business
management, computer operations, and other techni-
cal assistance to community leaders and private

sector entrepreneurs and cooperatives.

The Extension Service is  also directed to coordinate

and cooperate with any similar service provided by

other Federal agencies or programs.

Coordinating Federal Roles for
Holistic Rural Development

Just as cooperation among local participants is
critical to the success of a rural development
program, so too is cooperation among Federal

players. In fact, Federal coordination will facilitate
local cooperation. Moreover, budgetary constraints
make intragovernmental program coordination man-
datory since money to create new agencies is scarce.

A holistic rural economic development strategy
requires that many Federal agencies and programs
be involved. Using communications technologies as
a fundamental and uniting element of holistic rural
development means that Federal players who previ-
ously had no reason to consider rural development
must now take part along side the vast array of
players involved already.

Federal Players

Over the decades, Congress and the executive
branch have established hundreds of programs that
contribute to rural development. Many were de-
signed to carry out broad national objectives—such
as retraining dislocated workers or rehabilitating
deteriorated housing. They applied to all geographic

p laces—urban ,  suburban ,  and  rura l  a l ike .  Other

p r o g r a m s ,  s u c h  a s  R E A  a n d  C E S ,  w e r e  t a r g e t e d

primarily at rural concerns (see f igure 6-l) .

T h e  c o m p l e x i t y  a n d  m a g n i t u d e  o f  F e d e r a l  i n -

volvement in rural issues are illustrated by the U.S.

General Accounting Office’s effort to catalog Fed-

era l  grant s ,  l oans ,  and  d i rec t  payments  to  rura l

A m e r i c a  ( s e e  b o x  6 - B ) .59 G A O  i d e n t i f i e d  h u n d r e d s

of programs, spread over the fol lowing categories:

.  e c o n o m i c  d e v e l o p m e n t ,

● agricultural/natural resources,

● infrastructure,

.  human  resources ,

● general entitlement, and
● spec ia l  en t i t l ement .

Intragovernmental Coordination

Even this brief examination of Federal programs
affecting rural development reveals a complex web
of agencies and activities. There is no overarching
policy or clear direction to these efforts; each
program reflects a partial strategy.a 

With so many

different agencies and so many different programs

~.S. General Accounting Office, Rural Development: Federal Programs That Focus on Rural America andlts  Econonu”c Development, briefing
report to the Ranking Minority Member, Subcommittee on Conservation Credit, and Rural  Development Committee on Agriculture, U.S. House of
Representatives, GAO/IWED-89-56BR,  January 1989.

60As ~c~d~ngetal. exp~ “~eex.istingc~~ination  within the Federal Government among policies andprogramsaffectingrural  development
is generally due more to chance than to intentions.” Richad W. Long, J. Norman Rei~ and Kenneth L. Deavers,  Rural Policy Formulation in the United
States (Washington DC: USDA Economic Research Service, Agriculture and Rural Bconomics  Division, April 1987), p. 27. And USDA officials and
advisory  groups concur that there is, at present, no coordinated governmentwide  rural development policy.
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Figure 6-l—Organizational Chart of Agencies Involved with Rural Development
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Rural Information Service
- Health and Human Services
- Department of Defense, etc.

The key players involved in rural development at the Federal, State, and local level, and how they relate to each  other.
SOURCE: Office of Technology Assessment, 1991.
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Box 6-B—Federal Roles in Rural Development

Using the functional categories provided by the General Accounting Office (GAO), it is illustrative to examine
the focus of each category and list important programs.

Economic Development
GAO identified 29 Federal programs directed at economic development. Rural regions received 18 percent of

the $4.2 billion of funding from these 29 programs. Many of the government’s economic development programs
focus on small business development.

The U.S. Department of Agriculture has been allocated the lead role in Federal rural development policy
because many USDA bureaus and programs serve rural America. Within USDA, the most active economic
development program is the Farmers Home Administration (FmHA). FmHA distributes assistance to rural areas
through business loans and industrial grant programs. It focuses on job creation, rather than on promoting particular
industries. FmHA also provides loans for community facilities and for farmers. l The Department of Agriculture also
sponsors the Business and Industrial Loans program, which issues guaranteed loans.

The Department of Commerce’s (DOC) Small Business Administration (SBA) and Economic Development
Administration (EDA) each have numerous programs directed toward small business development in rural areas.
About half of EDA grants are awarded to rural areas (as defined by GAO--counties with under 20,000 population
outside metropolitan areas). EDA grants fund projects ranging local local revolving loan pools and industrial
infrastructure projects to grants for local planning activities. SBA provides loans to individual businesses, small
business investment and development companies, and State/local development companies; grants to small business
development centers; and technical assistance to disadvantaged small businesses. According to GAO, SBA
allocated about 17 percent of its resources to rural areas. The Department of Defense  (DoD) also plays a role in rural
economic development through its grants for Procurement Technical Assistance for Business Firms.
Agriculture/Natural Resources

In addition to the extensive Federal programs aimed at agricultural commodities price supports, the Federal
Government provides assistance to rural areas through its forestry and mining programs, which provided about $84
million in grants and payments in 1987. USDA administers the largest of the forestry projects. These programs
provide grants and direct payments to encourage forest resource management, increased timber production, and the
efficient use of wood and wood residues. The Department of the Interior (DOI) participates in rural development
through its program for regulating surface mining.

Infrastructure

GAO lists 30 Federal programs that provide aid for rural infrastructure development, which include programs
for community facilities, transportation, utilities, and public works. Nine agencies allocated $11.1 billion in grants,
payments, loans, and other expenditures for such projects. The Department of Housing and Urban Development
(HUD) administers several infrastructure programs, but it is unclear how much HUD funding goes specifically
toward rural areas. USDA, through its roads projects, water and resource conservation projects, REA, and Rural
Telephone Banks, participates extensively in rural infrastructure development. DOI, through its outdoor recreation
programs, and the Department of Education (DOE), through educational facilities and library construction projects,
also play significant roles in rural infrastructure development. Additionally, The Department of Transportation and
the Appalachian Regional Commission (ARC) each offer extensive highway construction and improvement
funding, which contribute to rural development. DoD participates in rural infrastructure development through its
Corps of Civil Engineers Work Programs.

Human Resources
Rural areas benefit from a variety of Federal programs for human resource development, most of which have

no specific rural orientation. GAO lists 36 programs, administered by 8 different Federal agencies, that provide
about $13.6 billion in aid to rural areas. The Department of Health and Human Services provides funding for several

national programs, such as community services projects, Head Start, and Migrant Health Centers. DOE offers rural

IEfi@ble ~o-~~ facfitiw  include fi~es, schools, town halls, community centers (if not used p*y for r-don), hospi@
or medical clinics, and fue/emergency  rescue stations. FmHA does not at present target or encourage funding for information technology, but
computers and telecommunications equipment would be eligible if included as an integral part of community facilities. In certain cases, such
as emergency, fwe, police, and medical systems, computer systems have been considered to be community facilities and funded directly.
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assistance through vocational and general education grant, which are not rural-targeted. USDA’s Cooperative
Extension Service offers several grants for vocational education, but rural areas only receive about 6 percent of CES
funding for these purposes.2 USDA also offers several housing assistance programs, which primarily benefit rural
communities.” The Department of Labor administers several worker training and retraining programs, along with
its programs to assist dislocated workers. Given the changing nature of the rural economy, these programs will likely
have continuing and growing importance for rural America. ARC offers small health and education programs, and
HUD provides property improvement loan insurance.
General and Special Entitlement Programs

To the extent that people living in rural areas are eligible for the Federal Government’s various entitlements
programs, these programs affect rural development. None has a specific rural orientation. However, demographic
trends would indicate that programs directed at the elderly, such as social security, Medicare, and retirement
programs, would have a proportionally larger impact on rural areas due to their greater proportion of elderly.
Similarly, programs aimed at coal miners and Native Americans would tend to have a greater impact on rural areas.
In addition to these programs, rural areas also benefit from the Federal Government’s public assistance programs,
food stamps, Veterans assistance programs, and railroad workers programs.
Information Dissemination and the Promotion of Technological Applications

The Federal Depository Library Program is an important rural resource. Many of the 1,400 participating
libraries are located at colleges and universities in small towns surrounded by predominantly rural areas. The U.S.
Postal Service is also an important source of information dissemination and increasingly promotes information
technology applications. More than half of all post offices are located in rural areas, and some now provide their
communities with access to facsimile machines and electronic mail boxes.
New Players

If the Federal Government makes as a priority the use of communications technologies as a fundamental link
in rural development, new governmental players must become involved in Federal efforts. As the national regulator
of telecommunications, the Federal Communications Commission (FCC) will have to consider how its various
policies affect rural development. FCC can also become involved in rural development issues through the
Federal/State Joint Board. DOC’s National Telecommunications and Information Administration, as the
Administration’s telecommunications advisory body, must also take a broader approach to examining
telecommunications issues, to include their impact on economic development in general and on rural development
in particular.

2&cOrding to GAO, despite CES’ rural charter, the majority of its funding does not go to rural Communities  ~use Program funds ~
administered to the land-grant colleges, which are generally not in counties designated as rural. Although the colleges themselves are typically
not located in rural-classified counties, much extension work targets rural communities.

SOURCE: U.S. General Accounting OfiIce,  Rural Development: Federal Programs That Focus on Rural America and Its Economi”c
Development, briefing report to the Rankm“ g Minority Member, Subcommittee on Conservation Credi4 and Rural Development,
Committee on Agriculture, U.S. House of Representatives, GAO/RCED-89-56BR, January 1989.

within each administering agency, both inter- and The Federal Government has attempted various
intra-agency program coordination is necessary. But degrees of policy coordination and integration.63

it will not be easy, as ‘‘coordination is rarely Eisenhower’s Rural Development Program was one
neutral. ’61

To accomplish such coordination, a of the frost efforts to address rural development from
national strategy and statement of intent is essen- a multifaceted perspective. It was not until the Carter
tial. 62 Administration’s Rural Development Policy Act of

611-Iarold Seidman explains, “to the extent that [cooperation] results in mutual agreement or a decision on some policy, course of actiou or inactiow
inevitable it advances some interests at the expense of others or more than others. ” Harold Seidrna.q Politics, Position, and Power: The Dynamz”cs  of
Federal Organization (New York NY: Oxford University Press, 1980).

62rbid. Seidman g~s  on to ~p~ that ‘ ‘if agencies are to work together harmoniously, they mUSt Sk at I-t Some Commtity  of ~t~sts about
basic goals. Without such a community of interests and compatible objectives, problems cannot be resolved by coordination.”

63~w  et al, op. cit., footnote 60; P. ‘i”
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1980, however, that a comprehensive national rural
policy was formulated. The Carter policy set four
goals:

1.

2.

3.

4.

meeting the basic human needs of rural Ameri-
cans,
providing opportunities for rural people to be
fully and productively employed and provid-
ing a favorable climate for business and
economic development,
addressing the rural problems of distance and
size, and
promoting the responsible use and stewardship
of rural America’s natural resources and envi-
ronment while preserving the quality of rural
life.64

The Act included an Action Agenda with 200
specific programmatic actions, along with recom-
mendations for strategies to develop the institutional
capacity necessary for policy implementation. De-
spite its well-studied and comprehensive approach,
however, the Carter policy did not make a strong
impact on rural problems. Critics contended that it
was

●

●

●

●

ineffectual because, among other things, it:

did not increase resources for rural develop-
ment;
did not rank in priority the 200 items on the
Action Agenda;

merely free-tuned the existing system, instead
of making systemic changes; and
was highly dependent on the efforts of a few
key individuals, failing to develop sufficient
influence with political and budgetary decision-
makers. 65

The Rural Development Act of 1980 is instructive
both for its successes and its failures. Praising it for
its comprehensiveness, observers view the Act as ‘a
basis on which to build."66 Its shortcomings suggest
that nominal commitment is not enough. To be
successful, a rural policy must be backed by the
political and financial will of the Federal Govern-
ment.

Federal Policy Execution

If the Federal Government takes a holistic ap-
proach to rural development, the problem of coordi-
nation will need to be addressed from a fictional,
rather than an agency, perspective. To date, most
rural development strategies have reflected the
missions of various government agencies.

This division of responsibility along agency lines
helps account for the limited contact between
Federal telecommunication regulators and agency
officials involved in rural development. The REA,
with its historical legacy of successful rural develop-
ment and its technological orientation, could play an
important role in providing more cross-agency
fertilization. In addition to the increased responsibil-
ities granted to REA in the Rural Economic Devel-
opment Act of 1990, the REA could be charged with
acquainting Federal telecommunication policymakers
with rural development concerns.

The Cooperative Extension Service could also
play a coordinating role. The need for technology
transfer and an educational component within a
development strategy underscores the importance of
integrating technological applications into work-
force education programs, vocational programs, and
general education programs. From its inception, the
CES has provided technology transfer. With its ties
to educational institutions, CES could coordinate the
technology and educational components of any
Federal rural strategy.

Bringing together all the various communities
involved in rural development—horn health care
and community services to local business develop-
ment—will require a more broadly based coordinat-
ing body, connecting the various Federal agencies as
well as State and local governing bodies and
organizations. The current Administration has taken
initial steps in this direction by formalizing its
Working Group on Rural Development into an
interagency committee as part of the presidential
initiative on rural development.67 With representa-
tives of all cabinet departments (except Defense and
Energy), the Small Business Administration, Office

aosbo~ op. cit., footnote 7, p. ~.

‘Ibid., p. 25.
fiRotid  C. pOTVeIS ~d~wmdo. Moe, ‘~epohcy Context for Rural-OrientedResearc&> Don A. IMUman and Daryl J. Hobbs (CdS.), Rura/SOciety

in the LOu”ted  States: ls.ruesjbr the 1980s (Boulder, CO: Westview Press, 1982), p. 14. Cited in Sandra Osbmuq ibid.
~~ono~cpolicy COUCS,  WO&@ &OUp on R~Developm~~RuralEconom-c  Development for the 90s:A PresidentialInitiative (W@bingto%

DC: The White House, January 1990).
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of Management and Budget, Council of Economic
Advisers, and various White House offices, this
committee has the potential to crosscut many rural
development issues. However, the committee em-
phasizes the economic and business dimensions of
rural development, overlooking key human and
social dimensions as well as the role of information
technologies. Nonetheless, its existence and breadth
of representation signal much potential for policy
coordination. 68 Moreover, the committee has plans
to establish Rural Development Councils in each
State, starting with councils now being implemented
in 8 pilot States, and eventually extending to all 50
States if the experiments prove successful. The State
councils are intended to coordinate Federal activities
at the State level, respond to State and local rural
development needs, and strengthen Federal/State/
local partnerships in rural revitalization. The coun-
cils include representatives from all major Federal
agencies providing rural development programs to
the States, and are staffed by a fall-time rural
development coordinator (who is a Federal em-
ployee from one of the participating agencies).

The Rural Development Councils in turn will
coordinate a series of rural development demonstra-
tion projects. These projects will target Federal
resources into specific rural areas to meet defined
needs in ways that encourage more coordinated,
synergistic, responsive Federal assistance. These
projects are intended to have both a local option and
evaluation component. The purpose is to encourage
innovation but in ways that protect local flexibility
and choice, and ensure that the project results can be
measured. Projects that work well can be replicated
or adapted in other rural areas.

Also, as part of the Presidential initiative, the
Rural Information Center, operated by the National
Agricultural Library, is being upgraded to include a
wider range of information and technical assistance
on Federal rural assistance programs. And a Presi-
dential Council on Rural America has been estab-
lished to provide a high forum for rural development
issues and a means to bring rural policy proposals
into focus for the President and senior White House
and agency officials. The Council has representation
from State and local governments, not-for-profit

organizations, small business, and a variety of
industries relevant to the rural economy.

Finally, the USDA has been designed as the de
facto lead agency for rural development, by virtue of
the designation of the Secretary of Agriculture as
chairman of the interagency coordinating committee
and the President’s Council. Many Federal agencies
have programs that affect rural America; but USDA
has by far the heaviest concentration of rural-
relevant activities. USDA has appointed an Assist-
ant Under Secretary for Rural Development, and
supported the establishment of a Rural Development
Administration within USDA.

Cooperating in Pursuit of Change
Undertaking any new approach has the potential

for conflict. It entails giving up some things to gain
others. Some individuals and groups will win; others
will lose. New rural development approaches are no
exception. Introducing information-age technolo-
gies into the rural development process will be
especially difficult. These technologies have pro-
found effects. They serve not only as a more efficient
means of providing traditional service but also as a
catalyst for innovation-for actually changing the
way that things get done. Communication and
information technologies also have their own mys-
tiques; they can be very intimidating to the uniniti-
ated.

How well information-age technologies can be
integrated into economic development strategies
will depend on how they are perceived by the key
players. If the Federal Government is to successfully
encourage the use of these technologies, it will need
a clear picture of who these key players are; their
relationship to one another; and their needs and
aspirations.

The States as Agents of Development

Not since the pre-Civil War days of Jefferson and
Jackson have the States been such important players
in economic development. Their enhanced role
stems both from the Federal Government’s with-
drawal in this area as well as from the recognition by
State governments that if they are to successfully
cope with the crises in their economies, they need to

a~te HOW ~mors~p of tie interagenq COmmittee  siz that “rural development” is an important issue that deserves high-level exeCUtive
branch attentio~ stimulates Federal agencies to at least pay more attention to their roles in assisting xural developmen~  and (combined with related
legislative activity in Congress) gives visibility and support to rural development advocates in the executive agencies.
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take a more entrepreneurial approach.69 In apolitical
climate such as this, the States will be critical in
determining whether and how communication tech-
nologies are used in the rural development process.

The Federal Government  first sought to disengage
from rural development during the Nixon Adminis-
tration. While supporting the overall goal of devel-
opment, President Nixon believed its execution was
the responsibility of the States.70 Accordingly, he
proposed legislation to consolidate 11 programs into
a single rural development revenue sharing fund to
be allocated by the States according to a formula.
Congress, however, failed to approve this plan.

President Reagan was much more successful in
decentralizing responsibility. He was opposed to a
Federal rural policy as such, believing that all
communities would benefit if Federal barriers to
State, local, and private action were removed. In
keeping with this “new federalism,” the Reagan
Administration challenged all of the ongoing Fed-
eral development programs. While the Administra-
tion could not eliminate these programs and the
agencies supporting them, it did significantly reduce
their Federal resources.71

The States acted quickly to fill this policy gap.72

Taking on a new “entrepreneurial” role, they
aggressively sought to encourage local economic

development. Some States have even gone so far as
to subsidize and co-invest in business ventures.73

Whereas in the past, States tried to encourage
development by importing businesses from afar,
now they are trying more to create a national, and
even global, demand for their local products and
services.74 This is a major shift in their development
strategies, and it requires a more activist State role.75

Many States are also beginning to view telecom-
munications as an important development tool.
Since 1982, 29 States have adopted legislation
pertaining to telecommunications, some for the
purpose of enhancing their development potential. A
number of States-including among them New
York, California, Maine, Minnesota, Michigan,
Tennessee, and New Jersey—have commissioned
studies and task forces to ascertain the potential of
telecommunications for economic development.76

State policies can only go so far, however, because
State governments are limited in their telecommuni-
cation expertise.77

Active State participation and support will be
essential to any Federal program intended to encour-
age telecommunication-based rural economic devel-
opment. It is at this jurisdictional level that many
development programs are coordinated and priori-
ties met. Moreover, it is the State public utility
commission that sets regulatory policies affecting

@Sw  for di~ussions, peter K. Eis@er, The Rise of the Entrepreneurial State: State andLocalDevelopment  Policies in the UnitedStates ~diso~
WI: Univcxsity of Wisconsin Press, 1988); and David OSbO~ Ldwraton”es  of Democracy (Bosto~  MA: Harvard Business School Ress, 1988).

~AS smti OSbOurnpOintS out “Nixonwde  it clear that the goal of establishing a sound balance between urban and ~ AmeriWwotid be ~~
out in accordance with the requirement of a second goal: ‘. .the restoration of the right balance between the State capitals and the national capital,’”
Osbow op. cit., footnote 7, p. 46.

71 Eis@m,  op. cit., footnote 69, P. 85”

72~e s~= fist be involved  ~ emno~c development ~ the pefiod follo~ the ~~t Depression< my south~ St@S hl p6C~ tied
to induce businesses to their areas with offers of land, cheap labor and capital, and tax benefits.

Ts~yShtes useavarie(yof small bustiess management and investment programs to upgrade the quality of rural businessmanagement and improve
the prospects for fmcing small business expansions or new starts. These programs are typically offered through extension services, ecxmomic
development organizations, and small business development centers at community colleges and universities. An important function of these programs
is to disseminate information on market opportunities, competitive activities, new technical or management techniques, and sources of financing.
Computerized databases can be of immense value, for example, to locate the results of product or market research on orgauic agriculture, match ruml
entrepreneurs with urban or suburban investors, and track trends in exports and imports of forest products.

i’ds~te.~d~ compute~~ ~~bmes provide a V- highly lev~ged way to fiterco~ect  fi economies with the ~olld ~d eV~ @Obd
eeonomies.  Some States are consciously working to build bridges between rural products and services and urban (and foreign) nuukets. This can take
the form of urban-rural buyer-supplier agreements, regional public-private rural-urban partnerships, domestic-foreign joint ventures, export trading
consortia for smallerf~, and the like. The rural economy is viewed not in isolation but in terms of how it can add unique value and capitalize on market
sectors where rural activities can be competitive. This new approach to rural development requires much greater volumes and quality of information
about competitive activities and opportunities, and on a timely basis. Online and ondisk electronic information systems can help make this a reality.

7sEis@m, op. cit., fOOmOte 69”

76pa~ ~c W,ke, Afier Dive~ti~e:  The Political Econo~ of State Teleco~m”catiom  Reg~ation  (Altiy, NY: Stite  Uldvemity of New York
press, 1990).

77As  HathtiHudsonpofits  ou427 s~tes~venomfessio~ wm~gontel~mm~~tio~.  me av~genllmbCroftel~IUmlmi~tio13S  ~~

~fierem States is between 1 and 2. See Heather HudsoQ “’lkleeommunications Policy: The State Role, A National Overview,” paper presented
to the 18th Annual lklecommunications Policy Conference, Airlie, VA October 1990.
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rural economic development. Thus, it will be State
governments that have to reconcile economic devel-
opment and regulatory policies and goals. State
governments also help develop the States’ infra-
structures. Increasingly, this set of activities is
coming to include communication networks. As
major users of telecommunication services, the
States can leverage their market power on behalf of
rural development. In addition, they can lead the way
by using telecommunications to provide information
and social services. Bringing State governments into
the process will help assure their commitment to
Federal programs. Many States are now in the
process of devising comprehensive statewide devel-
opment  plans.78 Acceptance of  telecommunication-
based approaches will be more likely if they are
incorporated early into these plans.

Gaining State support for a Federal program will
require establishing appropriate Federal/State insti-
tutional arrangements. The trend of late has been to
distribute Federal funds using block grants. This
approach is very popular with State governments. It
provides maximum flexibility, allowing programs to
be tailored to the particular needs of a State. It also
provides for diversity, and the learning that comes
from using different approaches.

There are, however, problems with this approach.
The more that responsibility is shifted to the States,
the more difficult it will be for the Federal Govern-
ment to mount a major campaign, assert program
control, or set national priorities. In particular, this
approach would make it hard to assure a holistic
development strategy that takes maximum advan-
tage of new technological opportunities. Often
States governments focus their development poli-
cies exclusively on the business sector, and thus on
the regions of their States that offer the most promise
in this regard. Moreover, officials in many States are
not well versed in the use of technology for
development purposes, nor aware of the new opportu-
nities and choices that it presents.

If Federal finds were distributed through State
governments or State economic development
boards, it would be important to assure that they had
the technical capacity to make educated decisions
about its use. Moreover, some conditions might need

Photo credit:Mark G. Young

Hospitals, such as this one in Culpeper, VA, are important
resources for rural economic development.

to be set to assure that Federal goals were met. For
example, it might be necessary to set aside a certain
portion of funding for small, very isolated communi-
ties.

An alternative way of achieving flexibility at the
State and local levels is to work through the
Cooperative Extension Service. CES already has
administrative units in all jurisdictions. And pro-
gram activities vary from State to State. Subject-
matter specialists, who are usually employed by a
land-grant institution,aid county agents in the
development of technical information; supervisors
and State leaders assist in program planning, budget-
ing, and public relations. The role of the Federal
Government is largely one of consultation and
leadership rather than direct management or control.

Vision and Leadership at the Local Level

The local community is key to the success of rural
development. Whatever the larger national interest
in a strong rural America, the people directly
affected are those living and working in rural areas.
If rural education is to be strengthened, rural jobs
created, rural health care improved, these changes
will happen because rural citizens are motivated and

  of     and might include State economic development departments, State      
State public utility commissions, and various statewide  development councils and commissions. Ineffective State rural development planning
office needs the support of the Governor, access to and cooperation  relevant State agencies and the State legislature, good rapport with local rural
communities, and sensitivity to the need for  leadership and implementation.
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Box 6-C—Livermore, KY

The importance of energetic, visionary, and dedicated leadership is especially important for economic
development in rural areas. Without local leadership, the presence of good roads, sophisticated communications,
and quality education can accomplish only so much. Even without such underpinningfor a healthy economy,
inspired leadership can go a long way in surmounting such obstacles. Such is the case in Livermore, KY, where the
mayor has steered the community through the difficult years of a protracted recession.

Livermore is a small community of about 1,700 people in the western coalfield region of Kentucky. It lies on
the banks of the Green River and is even passed by fiber optic wires though, as yet, the community has not yet been
able to tap this resource. Livermore’s economy struggles because several miles of county roads separate the town
from any significant transportation arteries. Like many
struggling rural areas, Livermore’s economic straits
are also related to its poor educational system, which
drives away those with high aspirations for their I
families. Another problem is the difficulty in securing
financing for small businesses.

Mayor Amber Henton is reknowned throughout
much of the State for her efforts on behalf of
Livermore. “Firecracker” and “livewire” were two
adjectives used to describe her. She started out with the
Federal Government during World War II before
moving on to local politics, and this long experience as
a civil servant, along with her savvy, is perhaps
Livermore’s most valuable asset. With her deep
understanding of Federal and State bureaucracies,
Mayor Henton musters all available financial and
material resources to secure important services for the
town. Among her accomplishments, Livermore has
constructed housing for senior citizens and is building
a 10-acre industrial park along with a lo-acre recrea-
tional facility. Photo credit: Mark G. Young

SOURCE: Office of Technology Assessment site visit, January
1990. Mayor Henton’s storefront office in Livermore.

have the skills and resources necessary to make ruralresources to undertake a broad-gauged economic
development succeed.

Local communities in most rural areas are not
presently equipped to provide leadership on compre-
hensive rural development in general or information
technology in particular. Rural town and county
governing bodies typically focus on meeting com-
munity infrastructure needs such as roads, schools,
fire/medical facilities, water, and sewage. Many
rural jurisdictions are hard pressed to meet even
these basic needs, and do not have the staff or

development program. Many local governments are
hindered by a piecemeal, narrow view of develop-
ment, which is aggravated by competition over
scarce resources and a general lack of awareness of
the potential of information technology .79 In sharp
contrast, most urban and suburban jurisdictions have
fully staffed and funded economic development
departments.

To take advantage of information-age technolo-
gies, rural communities need visionaries and activ-

 the more affluent cities and suburban areas, economic development  are robust  to include local trade missions to foreign
countries, zoning and  that ensure  local  and provision of child care, adult  and recreational
programs as important adjuncts to a healthy   and economy.   in  metropolitan areas are usually heavy users
of information technology at least for  automation andmanagement purposes, and have access to extensive technical expertise both inhouse and

 telephone and cable companies, computer retailers, and systems integrators, among others, who are selling to the local market. And in the major
metropolitan areas, the  to learn about telecommunications and  are  High schools, community colleges, local
universities, vendors, and professional associations offer a potpourri of classes, seminars,and mini- to full-length educational programs on information
technologies.
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ists. Visionaries can help local communities under-
stand what telecommunications and computers can
do and translate the technical possibilities into the
every day life of rural citizens. Leaders and activists
are necessary to implement these ideas80 (see box
6-C).

Visionaries come from many places. Institutions
of higher education provide one important source.
Many colleges and universities already have computer/
communication networks that are electronically
linked to other institutions, libraries, and databases,
and research centers throughout the United States
and even the world. The future development of a
high-speed national research and educational net-
work (NREN) will provide universities even greater
access to computing and transmission capacity, and
information services. In addition, the number of
educational institutions using communication tech-
nologies to develop and share educational resources
and materials is growing at a steady pace. Many
colleges now deliver at least some classes over the
air or online to students at distant locations.81

Having established their own communication
networks, and successfully used them to meet their
educational goals, educational institutions are knowl-
edgeable in the use of communication technologies.
As large users of communication services-often
ranking second only to State government-they
exert considerable market power. As in the case of
a large business, the demand of a statewide univer-
sity system can, by itself, justify the deployment of
advanced technology even to a relatively remote
area. Because of these strengths, educational institu-
tions can play a key role in assuring the success of
telecommunication-based development programs.
Not only could they provide expertise, they could
also leverage their market power to draw communi-
cation providers to rural areas.

Colleges and universities also provide a locus for
many of the key players involved in development.
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Owensboro Community College’s Resource Learning
Center in Kentucky. OCC, in conjunction with the local
government, plans to employ telecommunications for a

variety of social, cultural, and economic functions.

Businesses are now aligning themselves with educa-
tional centers to promote education, training, and
research. They are also taking advantage of univer-
sity online library systems and the growing number
of applied research and development centers located
at, or near, university centers. Similarly, many
organizations involved in development are either
housed at or near the university. For example, the
Small Business Administration’s offices are gener-
ally located on university campuses. So too are many
Extension Service offices. Universities and colleges
are also well connected to State governments, since
many are governed by State boards and funded by
the States. Thus, State systems of higher education
could provide an impetus to the rural economic
development process. Federal and State programs
that do not provide a role for them will lose a
powerful resource.

Another source of vision is the library commu-
nity. Libraries are, by their very nature, in the
information business. The larger public libraries and
most college and university libraries already use
information technology. It is not uncommon now for

    requires a commitment to developing leadership. This means providing    
to expand their horizons, acquire   and  about the opportunities and challenges presented by emerging information
technologies. This also means identifying persons with future leadership potential and providing  experience and  build leadership
capacity. Community colleges, small town state universities, professional associations, and Federal/State extension programa, among others, can all help

  courses, seminars,and workshops to local leaders. These training activities can run the gamut from community  and
coalition-building to fund raising to effective use of telecommunications and computers.

81   gamut from sponsoring   or se* on telecommunications and rural  to adding 
development focus to existing courses (e.g., in agriculture, forestry, and business), and to conducting research (perhaps with Federal, State, and private
sector funding) on rural development. Also, interested college and university faculty members are more likely to get involved in rural development 
private citizens and thus provide  leadership in the community as well as the classroom. College and university students area still largely
untapped  Faculty  can encourage student involvement in rural development issues by including site visita,  user surveys,
and the like as part of the curricula.
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even small town college libraries to use both online
and compact disk systems to search bibliographic
databases. The library community as a whole is quite
well organized and aware of the opportunities and
challenges presented by electronic technologies.
The challenge is to extend this energy and expertise
to libraries and library users in rural America. This
is already happening in some college towns and
county libraries. But most rural libraries do not, at
present, have adequate resources to provide leader-
ship. 82

Vision and leadership can also come from rural
business communities. Businesses participate in
local economic development programs through or-
ganizations such as their local chamber of commerce
and their local Economic Development Administra-
tion (EDA) office. The quality and resources of such
organizations vary considerably from place to place,
as does their focus on telecommunications .83 As
local businesses become more dependent on com-
munication technologies, they will likely be more
active in promoting technology deployment. How-
ever, when businesses view telecommunications as
the harbinger of greater competition, they are often
opposed to change.

If rural communities are to use telecommunica-
tions effectively, these visionaries cannot operate
alone. They need to find common solutions to their
diverse problems, given their limited size and scope.
Such cooperation, however, may not be forthcom-

ing. Although communication-based economic de-
velopment programs are likely to have considerable
long-term benefits, many stakeholders will feel
threatened by such programs. Agency officials, at all
levels, may try to protect their turfs, or be unwilling
to gain the expertise needed for effective program
implementation. Telephone service providers might
be concerned that users, acting in concert, bypass
their communication systems. State development
officials may resent loss of control over develop-
ment funding. heal development groups may resist
newcomers seeking a share of development funding.
An important role for the Federal Government,
therefore, is to promote cooperation through incen-
tives in the forms of grants and loans.

Educators have taken the lead in developing this
kind of an approach. Under the Star School Program,
for example, $33.5 million (in the form of 2-year
grants) was provided on a competitive basis to
partnerships set up to develop systems and programs
for long-distance learning.84 States must match the
grant by at least 25 percent. These programs are
intended to become self-sustaining. Taking advan-
tage of a somewhat similar opportunity, the Univer-
sity of Maine/Telecommunications System used a
5-year, $4.4 million grant provided by the Depart-
ment of Education under title III of the Higher
Education Act, and matched by the State govern-
ment, to help telephone providers pay for the upfront

g~~e~~ds~tegove~ats canplayakeyrole here, through funding and technical assistance to rural libraries and byprovidingmlevant  d~~s
directly to rural Anenca. Federal and State extension services and the Federal Depository Library Program are obvious candidates. Many government
agencies already develop databases on research status and results, economic and demographic statistics, trade opportunities, and the like. The key is to
find ways to make these &tabases  available to rural libraries and hence to the rural entrepreneurs and activists. Ultimately, if rural America is fully wired
(or cabled or dished) for digital data transmission and switching, rural citizens will be able to access remote online databases directly fkom their homes
and ofilces, and download to compact disks or other storage media, just as many urban and suburban citizens are already doing.

gsFor  e~ple, SXIAI fio~tion  technology consulting companies are begianing to locate in rural areas. At pmsen~ theSe cOmp@eS SW do most
of their business in metropolitan areas, but they are ready and able to serve rural needs as the rural market develops. Also, in some rural regions, the
small high-tech companies are banding together in consortia to share ideas, information market tips and the like. These high-tech consortia offer great
potential to bring together research educational, entrepreneurial, and economic development interests focused on rural America.

~The sw Schools  le~~tion spec~les two formats for the composition of eligible partnerships. In one, membership must ticlude at least one Sme
educational agency, State higher education agency, or local education authority responsible for a significant number of poor or underserved students.
Furthermore, this type of partnership is required to have at least two other institutions from a host of types, including universities, teacher tmining
institutions, and public broadcasting entities. The other type of partnership must include a public agency or corporation already formed to operate or
develop telecommunication networks to serve schools, teach training centers, or other education providers. All partnerships must be statewide or
multistate. These requirements were meant to create new paths to improve the educational system by fostering cooperation among institutiona. For further
discussio~ see U.S. Congress, Ofilce of lkchnology Assessmen~ Linking for L.t?arning:A  New CourseforEducafion  OTA-SET-430 (Waahingto~  DC:
US Government Printing Oftice, November 1989), pp. 136-141.
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costs of deploying a fiber network linking universi-
ties and community colleges throughout the State.85

Developing a grant program of this kind has a
number of appeals. Ineffective, it would have a very
high pay off. Moreover, it can lead to self-sustaining
arrangements, if it generates cooperation and a
group commitment among different players. The
Federal Government could also maintain a good deal
of program control, because grants would be pro-
vided on a competitive basis. Just as the Federal Star
School Program stipulates the range of players that
need to be involved in developing educational
partnerships, and the amount of benefits to be
targeted for low-income groups, so too a rural grant
program could require that certain criteria be met. It
assures cooperation and a holistic development
perspective by requiring that a broad range of
participants be involved in devising and implement-
ing the development grant proposal.86 And it could
provide for equity and diversity, by setting aside a
given proportion of funds for different kinds of rural

communities. In addition, it could foster a statewide
commitment by requiring a matching grant.

There are some problems with this approach.
Many programs and partnerships developed under
such a grantor loan program could prove threatening
to rural communication providers and give rise to a
number of tricky regulatory problems. There are also
bound to be some failures with such an unconven-
tional approach. The cost of failures can be reduced
to the extent that something can be learned from
them, and the experience gained can be built into
subsequent grants. Moreover, the rate of failure is
likely to be less if this kind of program is imple-
mented in conjunction with the informational tech-
nology transfer approaches identified above. Some
regulatory problems might also be avoided if plans
are discussed regularly with State regulators. Con-
flicts with local communication providers will be
minimized, if they are participants in the develop-
ment of any grant proposals, and thus also have
something to gain by their acceptance.

ssme Dep~ent aLSO SUppOrtS nine regiod educational laboratories, with 25 percent of each lab’s resources targeted specific~y to m~ education
(at congressional directio~  $14M total for FY87-90). Information technology is a strong theme running throughout many rural projects, and also in math
and science education projects directed at metropolitan as well as rural areas. The raral projects cover virtually every conceivable technology application
for curriculum development, classroom teaching, and school management. lkchnologies include microcomputers, distance learning (via satellite,
broadcas~  and terrestrial transmission), computer conferencing, electronic bulletin boards, videodisks, and compact optical disks. In additiom  the raral
projects include development and delivery of innovative courses on career preparation and planning for rural students, ranging from building business
entrepreneurial skills through hands-on “enterprise’ experiences, to learning how changes in the global economy and technology effect job prospects,
to identifying viable career paths for those who wish to continue to live in rural areas (or return to rural America after college or mititary  service). See
U.S. Department of Educatioq  OffIce of Educational Research and hnprovemen~ “Thirty-One Rural Education Projects of Nine Regional
Laboratories,” no date. and Regional Educational Laboratory Request for Proposal, RFP-91-002,  April 1990.

sb~ormation technolo~  kvestments in rural schools pay off several times over because many schools serve multiple purposes ti the comm~ty.
Distance le arning and computer information systems used by students during the day maybe used for adult education and business development seminars
in the evening. Rural citizens generally view the K-12 school system as one of the best hopes for the future of their children and commuuity.



Appendix, Glossary, and
List of Contributors


