CHAPTER 111

RURAL DEVELOPMENT AND BROADBAND COVMUNI CATI ONS

Al t hough communi cations has been conmonly portrayed as an agent
of possibly revolutionary change in Anerican life, the aimhere is limted
to considering the contribution that broadband might nake to the specific
goal s of rural devel opnent as spelled out in recent legislation on the

subj ect.

In the |ast decade there has been increasing concern about the tendency
of the United States population to concentrate in urban areas. The attendant
congestion, pollution, strain on public services, increase in crine and
simlar characteristics of urban living have suggested that the present
and projected scale of urbanization in the United States may not be de-
sirabl e. Concern was greatly exacerbated by the riots in Watts, in Detroit,
and in other urban areas (1-3; 2-3).'As a result, beginning in 1970, the
concept of a national growth policy was devel oped which had as its prem se
the need to redress the balance of popul ation between urban and rural areas.
This policy was described in such legislation as the Housing and Urban
Devel opment Act of 1970 and the Agricultural Act of 1970, and was the subject
of recommendations by the Ctizen's Advisory Conmttee on Environmental
Quality of 1971 (3-3). Congress also gave explicit consideration to how
such change was to be acconplished. For exanple, the Rural Devel opment Act of
1972 aimed to inprove the quality of life as well as enployment oppor-
tunities in rural areas and thereby increase their attractiveness conpared
to urban areas, Concerning the priority to be accorded rural devel opment

Title I X of the Agriculture Act of 1970 specified that:

‘References are nunbered consecutively in the order of their first
appearance in the text. The first number is the reference. The
nunber after the dash is the page nunber in that reference.

-1



“The Congress commits itself to a sound bal ance
between rural and urban Anerica. The Congress considers
this balance so essential to the peace, prosperity, and
wel fare of all of our citizens that the highest priority
nust be given to the revitalization and devel opment of
rural areas.”

Although the legislation cited is of recent vintage, Federal prograns
for the last forty years have had a great inpact upon rural Anerica in such
areas as agriculture, transportation, electrification, and social welfare.
Because of the long duration and conplexity of change in rural Anerica,
the approach taken in the Chapter is to try to identify those key econonic
and social forces that seemto underlie the major alterations now underway.
Subsequently, an attenpt is made to show how broadband systems of varying
configurations might neet the future needs created by the continued
operation of these economic and social forces. Future needs are addressed

because the establishnent of area coverage rural broadband systens also

lies in the future; none presently exists.

Rural - Urban Popul ation Distribution

And Mgration Patterns

This section explores distribution of population in rural and urban
areas and recent patterns of nigration between these two areas. There
are two reasons for doing this. First, one objective of rural devel opment
is to affect the balance between rural and urban population size and, in this
study, we are interested in the role broadband communications mght play
in such an alteration. Therefore, it is inportant to identify current
trends so that it can be seen whether the objective towards which such systens
mght contribute would be helping to initiate a shift in population towards

rural areas or helping to facilitate (or constrain) a shift which is already
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occurring. Second, the characteristics of populations in rural areas wll
determine the types of broadband services which can best neet the needs of
rural people. For exanple, a high proportion of youngsters inplies a
need for educational service. Medical services are especially inportant

to an area with a high proportion of ol der residents.

Qur investigation in this area resolved itself into a series of
questions. The material in this section has been organized around
these questions. As will be seen, not all questions have satisfactory
answers, or where answers are provided, the data are sonetines |ess

conpl ete than desired.

Definitions

There are a nunber of definitions of rural and urban. For exanple,

the Department of Agriculture by statute uses several different definitions,
rangi ng from open country and places of 1,500 people up to all cities of
| ess than 50,000 population. The U.S. Bureau of the Census defines rural as
“open country residents and people in towns of up to 2,500 inhabitants”
(4-669). The diversity of definitions has caused the Rural Caucus to request

a survey of definitions of “rural” from the Library of Congress."

In this section, the terms “netropolitan” and “nonnetropolitan” will
be used rather than “urban” and “rural”. The reason is that the available data
on recent population trends are organized in these terns. (I'n overall totals,

the differences between “rural” and “nonmetropolitan” are not large: 53.9

1 Definitions of rural and urban are necessary not onlytoexplore

popul ation trends but for purposes of identifying the applicability
of various sources of Federal funds to support rural applications of
tel ecommuni cations. This is discussed in Chapter IV of this report.
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mllion were classified as rural in the 1970 census; 54.3 nmillion as

nonnet ropolitan.)

The netropolitan area is a county in which there is an urban
nucl eus of at |east 50,000 people. Adjacent counties are included if
30% or nore of the population conmmute to the urban core. If less than
30% but nore than 15% of the workers conmute, the adjacent county is still
considered netro if it neets two out of three subsidiary criteria considered
characteristic of netro areas. These criteria refer to density, degree of
urbani zation and rate of growh. Oher areas are classified as nonnetropolitan
(4-669; 5).

In The Recent Past And Today, How Many People Live In Metro Areas And
How Many Live In Nonnetro Areas?

Wi le the overall U 'S. population increased from 1950 to 1974, the
percentage of those in nonmetro areas has declined from 33% to 27% A
cl oser exam nation shows, however, that the tendency for the population to
concentrate in netro areas is decreasing. From 1950 to 1960, the percentage
of population in nonmetro areas fell from 33.3%to 29.0% a drop of
4.3 percent. From 1960 to 1970, the nonmetro proportion continued to drop,
but at a lesser rate of 2.3 percent. Thus, in 1970, 26.7% of the popul ation
lived in nonnetro areas. Finally, in the period 1970-74, the trend reversed
itself, with nonnetro areas showing a net gain to 27 percent ‘'‘he country’s
popul ation, (1950 and 1960 based on data in 6-21; 1970 and 1974 based on
data in 7-2).

What Are The Recent Trends In U S. Population Gowth? How Do Metro And
Nonnetro Gowh Rates Differ?

The rate of U S. population growth is decreasing. Growth in the 1960-1970
decade was |ess than in the 1950-1960 decade. The 1970-1974 figures suggest

that the 1970-1980 decade will show even |ess growth.
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When U. S. population growth is subdivided into netro and nonnetro
growh, it is clear that growth in nmetro areas in the last 25 years has
declined nore precipitously than that of the U S. population as a whole.
Between 1970 - 1974, U. S. popul ation grewby 40percent whereas netro
areas grew by only 3.4 percent. Nonnetro areas, on the other hand, grew
by 5.6 percent during the same period (7-1). This is the first tine
in the twentieth century that nonnetropolitan growth has exceeded
netropolitan growh (2-6). (1950, 1960, 1970 based on data in 6-21;

1974 based on data in 7-2.)
One Factor Which Could Cause A Shift In Population Between Metro And

Nonnetro Areas |Is Mgration. (Another Is Different Birthrates.) How
Have Nonnmetro M gration Patterns Changed Over The Last 25 Years?

Between 1950 and 1960, migration_from nonmetro areas exceeded emgration

by nore than 6 mllion persons or nore than 12% of the 1950 based popul ation
of 50.4nmllion persons. In the 1960-1970 decade, nonmetro areas still

| ost nore popul ation than they gained but by half the rate of the preceding

decade.

The 1970's have seen an actual reversal of previous nonmetro | osses.

Over the last four years, a net of 1.6 million persons noved into nonnetro
areas, a 3%increase over the 1970 base population of 54.3 nillion persons.

(1950, 1960, and 1970 based on data in 6-21; 1974 based on data in 7-2.)

How Has The Birthrate In Metro And Nonnmetro Areas Affected Popul ation
G owt h?

Between 1971 and 1974, a higher birthrate in nonmetro areas appears
to have contributed to a higher population growmh in nonnetro areas as
conpared to metro areas. During this period, the largest netropolitan

areas of the country showed the greatest decline in birthrates. Wile

I11-5



fertility rates of netro and nonmetro areas converged from 1940 to 1970,
during the period cited there appears to have been a divergence, with

hi gher rates in nonnetro areas (2-13 ff.). However, higher birthrates are
not the major explanation of nonmetro growth. Changes in mgration
patterns have played a predonminant role as described above.

Does The Shift In Popul ation Towards Nonnmetro Areas Represent Suburban
Spram? Is It Sinply Mgration To Rural Areas Adjacent To Metro Areas?

Mgration fromnetro to nonmetro areas does not sinply reflect
expansi on of existing urban areas. O the 1.6 nillion persons noving into
nonnetro counties in the period 1970-74, 62% noved into counties adjacent 1
to netro areas. However, 38% noved into counties not adjacent to metro
counties. These changes are particularly dramatic when conpared to mgration
nmovements in the preceding decade, in which non-adjacent rural counties |ost

2.3 nmillion people. (Based on data in 7-2.)

What Proportion of Nonnmetro Counties Are Expanding In Popul ation?

The U.S. is made up of 3100 counties or county equivalents (5-2).
O these, 630 are nmetro and 2470 are nonnetro. Sonmewhat more than half
(1461) of the nonmetro counties are not adjacent to netro counties. These

are the nost rural counties.

The 1970's were characterized by a large increase in the proportion
of nonmetro counties which are growing, especially nonnetro counties not
adjacent to metro areas. For exanple, 84% of nonnetro adjacent counties
were growing in the 1970-1973 period conpared to only 60% in the 1960-1970

decade. For nonmetro counties not adjacent to nmetro counties, the change

‘Counties classified as adjacent are characterized not only by geographic
proximty but also because at least 1% of this force conmmuted to the
netro central county for work (6-12).
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in the proportion of growing counties is greater. In 1970-73 peri od,
70 percent were growi ng, whereas in 1960-1970, only 39 percent were

growi ng (6-23).

Mgration patterns are playing a mgjor role in growth. There has
been a sharp increase in the 70's in the proportion of nonmetro counties

growing by net immgration (6-23).

Is Most O The Mgration Into Nonnetro Areas To The Myst Densely

Popul ated Pl aces?

In absolute nunbers, nore than half this mgration has been to rural
counties adjacent to metropolitan areas, which are on the average nost
densely popul at ed. However, the sharpest increase in migration has occurred
in the less densely populated areas. Additionally, within counties of
both categories, growh has tended to be greatest outside the corporate

limts of towns (6-22).

Is Nonmetro Gcowth Limted To Certain Sections O The Country?

No. As stated in Reference 2 (pg. 7): “As nmeasured by migration
trends, all states but three (Al aska, Connecticut and New Jersey) show
it (increased retention of population in nonnetro areas) and two of the
three exceptions are controlled by events in mlitary base counties.
Nonadj acent (to netro areas) counties have had sone net immgration in

every nmaj or geographic region.”
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Factors Underlying Rural Devel opnent

As has been shown, there is reason for believing that the long-term
decline of many rural areas of this country is presently in the process

of reversal.

The object of this section will be to survey some of the major
expl anations that have been advanced for this devel opment. The third and
final section of the Chapter will bring these theories to bear in an
attenpt to understand the changes now underway in three principal
categories of nonnetropolitan counties; to identify the indicated
future needs of the rural areas in question; and, finally, to consider
the role that broadband communications might play in addressing

these needs.

Decentralization OF Mnufacturing

In the decade of the 1960's,the principal engine of econonic change
in rural America was the growh of manufacturing. As farm enpl oyment
continued its decline, nonfarmjobs took up the slack and grew at a faster
rate than in urban areas. Manufacturing domnated this growth in rural
nonfarm jobs and increased at an annual rate of 4.6 percent during the
decade. This growth occurred at the expense of urban areas; by the end of
the decade 25 percent of all US. nanufacturing was located in rural areas,

up three percent from 1960 (8-1),

L' While it is not the purpose of this study to attenpt to break any new
ground in understanding the factors underlying rural devel opnent,
existing literature on the subject is unsatisfactory in that it does
not provide conprehensive theories of devel opment that can account for

recent data on rural population changes, In this section, the subject
is approached in the formof a critical commentary upon several of the
prom nent theories of rural developnent. In view of the linmted scope

of this study, this analysis is not definitive; rather, it represents a
useful way to “think about” the subject of rural devel opnent.
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This growth in rural nanufacturing -- as well as the recent reversa
of migration fromrural areas -- seens to undernmine the hypothesis of many
scholars that there will be ever-increasing urban doni nance. However, this
hypothesis is still influential. To accommpdate and explain such departures
fromthe historical trend of rural decline, it has been suggested that growh
of manufacturing in rural areas involves dying industries which mgrate
to rural areas in search of cheap labor or land. According to this view,
nothing is really changed by such relocation: urban areas will continue
to take the lead in inventing and devel oping products; the rural areas wll
remain the tenporary |odging places of dead-end and |ow paying enterprises
that do little to develop further their economc base. W/ bur Thonmpson
describes the process as foll ows:

“In national perspective, industries filter
down through the system of cities, from places of
greater to lesser industrial sophistication. Mst
often, the highest skill requirements decline
steadily as the production process is rationalized
and routinized with experience. As the industry
slides down the learning curve, the high wage
rates of the nore industrially sophisticated inno-
vating areas becorme superfluous. The aging industry
seeks out industrial backwaters where the cheaper
|abor is now up to the | esser denmands of the
sinmplified process” (9-8).

One team of researchers, after analyzing i ndustrialization in 24 rura
counties, concluded that rural areas mght be permanently condemed to a
position of inferiority conpared to the rest of the econony:

“This type of firm (likely to relocate to rura
areas) faces serious problenms whenever the nationa
econony goes through a period of bel ow normal grow h.
Because of the highly conpetitive nature of their
industries, and because these firms do not usually
have |arge cash reserves, they are especially vul-
nerable in periods of tight nmoney, or |ow consuner
demand. .
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It may be even nore inportant to note that
those industries normally contributing the nost to
rural growth are also the industries that tend to
grow nore slowy than the national econony even in
a period of national prosperity. As the econony
becones nore affluent, the service industries grow
nore rapidly than do the manufacturing sectors,
while within manufacturing itself the ‘light’
industries nost inmportant in rural manufacturing,
such as textiles, food, and |unber and wood
products, tend to lag behind their ‘heavy’ counter-
parts. Thus, in general, rural industrialization
can never yield the same long-run growth rates as
the national economy” (10-60). (ltalics added)

If these analysts are right, and if this kind of industrialization
for rural America is in some way preordained, then it follows that
there is little that broadband communications or any other technol ogy

can do to alter the pattern.

The evidence, however, does not conpletely support this theory.
Wi | e enpl oynent in apparel and other |ow technology industries has
accounted for nuch of the sharp increase in rural manufacturing enpl oyment,
an analysis by Claude C. Haren of the U S. Departnent of Agriculture of
nati onwi de rural industrialization in the 1960's reveals a far nore
diverse and growth-oriented picture. Haren states that:

“Undoubtedly the greatest increnent in rural
areas was in products that found direct or fairly
direct outlets in consumer channels. But, notably
within and on the nargins of the Geat Lakes
Industrial Belt and in parts of the Upper Southeast,
many items manufactured by new plant additions or
expansions were primarily for the industrial narket.

Added or enlarged were firns producing not
only farmfertilizers, but pharmaceuticals and a broad
range of industrial chemicals. In addition to
plants turning out farm nmachinery and equi pnent,
a far greater and increasing nunber were manufac-
turing industrial nachinery, control equipnent,
transformers, electric generators, notor vehicles
and parts, and aircraft and aircraft conponents.
Bl ast furnaces, reduction plants, and rolling nills
were installed at strategic small cities and towns,
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notably along the Chio and M ssissippi Rivers. Even
nore numerous and varied were expansions in netal-
working facilities for the production of such
industrial hardware as dies, machine tools, structural
metal, stanpings, piping, and tubing” (11-433).
A second devel opnment undercutting the theory that rural industrialization
inevitably is limted to low technology industries is the denonstrated

growh in rural areas of precisely that ‘service” sector of the econony

that has been the hallmark of urban doni nance. This will be discussed next.

Decentralization Of The Service Sector O The Econony

O all the econom c devel opnents that might |essen the past trend
of urban centralization in our society, none would be of greater |ong-range
significance than the relative growth in rural areas of the non-goods

produci ng service sector of the econony.

The characteristics of the service sector and the reasons why it has
been of central inportance in understanding the heretofore doninant
i nfluence of urban areas were eloquently described by WIbur Thonpson as
foll ows:

“The true economc base of the great city-region
(lies in ) the creativity of its universities and
research parks, the sophistication of its engineering
firms and financial institutions, the persuasiveness
of its public relations and advertising agencies,
the flexibility of its transportation networks and
utility systens, and all the other dinmensions of
infrastructure that facilitate the quick and orderly
transfer fromold dying bases to new grow ng ones.

A diversified set of current exports -- breadth --
softens the shock of exogenous change, while a rich
infrastructure -- depth -- facilitates the adjustment

to change by providing the socioeconomc institutions
and physical facilities needed to initiate new
enterprises, transfer capital fromold to new forms,
and retrain |abor.
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Large places are also better based to adapt
to innovations originating el sewhere. Wth a wider
assortment of educational institutions and nore
prof essi onal counseling, |ocal workers may be nore
quickly retrained from declining to expanding
occupations. Reenpl oynent can often be achieved
within the same |ocal |abor narket, elimnating
the very difficult residential relocation
characteristic of snaller places” (9-8).

Al though netropolitan counties continued to lead in the growth
of the service sector through the 1960's, there is now evidence that this
historic trend as well, may be in the process of reversal. In a Novenber,
1975, statenment before the House Post Office and Civil Service Committee,
Calvin Beale, of the U S. Department of Agriculture said:
“Since 1970, enploynent in all major industry

groups has grown at a faster rate in nonnetropolitan

than in metropolitan areas with the exception of

governnent jobs. In other words, the pace of

enpl oyment  growth in trade, services, construction,

transportation and utilities, fi nance, and real

estate has followed the lead set by manufacturing

inthe2960’ s, and is nore rapid in the rural and

smal | town areas than in the metro cities and their

suburbs.  This growth was interrupted by the current

busi ness recession, but since the Spring of 1975 it

appears that the nonmetropolitan areas are recovering

fromthe recession faster than the netropolitan
areas are” (7-3). (ltalics added)

Despite this recent evidence, however, there are still those who contend
that this rural resurgence is nore apparent than real. In their view, what
is being reflected in these statistics is sinply urban expansion in another
guise, with cities extending their physical limts-- and presumably the
| ocation of their service industries -- by incorporating adjacent rural areas.

Commenting upon increased rural growth rates in the Upper M dwest,

Nei |l C. Custafson of the Upper Mdwest Council said recently:
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“Recent interpretations of these trends have |ed
many people to believe that urban expansion has been
abruptly halted or even reversed. C oser investigation
of these data, especially as they related to the
Upper Mdwest, indicate that such conclusions require
clarification. Most of the population growth in
the Upper M dwest has been and continues to be urban
expansi on, but the range of urban growth has extended
far into the countryside and to the small towns within
commuting range of the enploynent centers. The
| argest volumes of recent population growth in the
Upper Mdwest remain near and related to major urban
areas” (12-15).

As it happens, there is another group of experts who have anal yzed
the same outward nmovenent of popul ation and service industry from urban
cores and has found evidence not of sinple urban expansion, but rather of
the evolution of a new kind of rural-urban hybrid which they |abel
“urban fields”. These they define as being “a fusion of metropolitan
areas and nonmetropolitan peripheral areas into core areas each with
a nininmm popul ation of 300,000 persons and extending outward for approx-
imtely one hundred nmles, that is, a driving distance of about two hours”

(13-13).

Concerning the specific characteristics of these amal gans of cities
and the fastest growing rural counties, N les Hansen found them typically
to rank high in the follow ng kind of service industries: Wwholesale and

retail trade, transportation, finance, insurance, and real estate(13-39).

The Federal government, although not using the term “urban field”,
has in recent years incorporated such hybrids into their adjacent metropol -
itan areas. According to Oaude Haren, 83 netro fringe counties, including
“a strong representation of essentially rural and partly rural units were

added in the past several years to the Indianapolis, Colunmbus, and other
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SMBA's, primarily on the strength of having specified percentages of
their work forces commuting to the core counties in which those and other

SMBA central cities are located” (8-8).

It cannot now be known with certainty how or whether rural areas can
share in this growth of the service sector of the economy and still maintain
their identity. Alternatively, they mght wind up being subnerged either
in urban sprawl or in the nore scattershot, but still potentially as anonynous,
character of life in urban fields. The third section of this Chapter wll
address the role broadband conmmunications mght play in helping to foster

a less dislocating, and nore rural-centered, form of devel opnent.

Residential Preference

A third factor that has had a sizable influence upon the relative
grow h of rural areas in recent years has been the growi ng preference of a

majority of the U'S. population to live in rural areas or snall towns.

In 1970 Louis Harris and Associates reported that while 68 percent of
the population lived in cities, only 48 percent expressed a desire to con-
tinue living there (3-17). Subsequent polls refined this stated preference
to being one for living in nearly rural or small town areas. However,
Calvin Beale has pointed out that these polls also indicated that a nore

remote rural or small town area was the expressed second choi ce of those

preferring to live in the country (2-16). Another survey cited by Beale
which dealt with the |ikelihood of persons actually noving on the basis
of their stated preferences, showed three-eighths indicating they were “very
likely” tormove to rural areas within “the next few years” (which translates,

according to Beale, into 14 nillion potential novers) (2-17).
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Cearly, whatever disagreenent mght exist over the fine points
of these analyses, a sizable fraction of the urban popul ation would prefer

tolive in rural areas.

O course, unless there is also some realistic prospect that these
peopl e can subsist in rural areas, such an expressed desire would renmain
of academc interest. The prospect for such a nove, however, has become

nore realistic for an increasing fraction of the urban popul ation.

First, as cited by Niles M Hansen, jobs are increasingly |ess resource
and land-tied. Wiile this does not dictate a shift fromurban to rural
areas, it does permt vastly Increased mobility:

“It has been estimated that whereas |ess than
forty years ago nearly 30 percent of the |abor force
needed to be located close to natural resources,
today only 7 percent are resource-bound. Thus, the
great preponderance of workers now are potentially
‘footloose’ or nust locate in proxinmty to consuners
who thenselves are relatively footloose, and economic
opportunity is associated less with land and natural
resources and more with the presence of capital
and human skill” (13-8).

Second, the conbination of increased disposable incone, governmental
prograns such as the Interstate H ghway network, early retirenent, increased
vacation time, and changing lifestyles favoring outdoor recreation, has |ed
to and nade possible increased popul ation movenment to rural areas. Al though
some of the data cited bel ow have probably changed due to the recent
recession, Hansen's 1973 description of the many factors at work gives sonme
indication as to why nore dissatisfied city dwellers have been able to
vote with their feet:

“In the past metropolitan growth has tended to

draw of f productive popul ation and investnent capital
from hinterland areas, but in the future centrifugal
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forces will reverse this pattern. For one thing,

the hinterlands have space, scenery, and communities
that are increasingly attractive to metropolitan

popul ati ons. Demand for these resources is being
generated by rising real incone, greater |eisure,

and increasing nobility. Personal incone in 1972

has been estinmated at $920 billion, a gain of al npbst

50 percent in a five-year period. Over 40 mllion
Anericans now work under enploynent conditions entitling
themto three-week vacations. Federal |aw now provides
five three-day weekends each year, and a trend toward
a four-day work week is clearly in evidence, with

about two thousand conpanies now follow ng this pro-
cedure. Earlier retirement has been encouraged by

i mproved pension plans and high Social Security
benefits. Access to nonmetropolitan hinterlands has
been vastly inproved; for example, when the Interstate
H ghway System is conplete an estimated 3.5 to 7.5
mllion acres will be opened for devel oprent.

Dol ar sales of |eisure equipment (an estimated
$105 billion in 1972) have increased by 52 percent
over the past five years, reflecting an accelerating
desire to ‘get back to nature’. A survey by the
Departnent of the Interior indicates that three quarters
of the American population nine years of age and ol der
is involved in some form of outdoor recreation. . .More-
over, about two nillion Anerican fanilies own second
homes used for vacationing, and the nunber is increasing
each year by from one hundred and fifty thousand to two
hundred thousand units. . . About one third of the total
mleage driven in private autonobiles is devoted to
getting to and fromvacation areas. Cearly, satisfying
| eisure-tine desires already represents a major oppor-
tunity for many nonnetropolitan areas, and growh
prospects in this regard have few parallels” (13-13).

The lengthy list of enabling factors just cited is the nmore inpressive
because of its sweep and diversity. Should economc conditions, for
exanple, cause a downturn in outdoor |eisure activities, other trends
| ess susceptible toshort term economc fluctuations, such as the increased
use of rural areas as retirenent |ocations, could help to sustain the |ong-
termshift to these areas. In this connection -- and this might presently

be helping to counter the effect of downturns in other economc activities

affecting migration to rural areas -- it is relevant to note that so-called
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rural “retirenment” counties (net inmgration of 15 percent or nore of
persons aged 60and over) have taken the lead as the nost rapidly grow ng
class of nonmetro counties in the 1970's (2-10). Further to this point,
Beal e has distinguished 60 nonmetropolitan counties in which the nunmber of
retirees receiving Social Security payments increased by nore than 50
percent between 1970 and 1975 (7-4). In total, “retirement” counties in
rural areas now account for a population of 8.7 milion in 377 separate

counties (2-11).

If it is likely that some sizable fraction of the urban popul ation
will continue to prefer living in rural areas and small towns, and if the
evolution of the U 'S. economy makes it increasingly possible for city-dwellers
to act upon their preferences, then the quality of public services and
the anenities offered in rural areas becones especially inportant in affecting
the future course of this migration. Once some sizable fraction of the Anmerican
popul ation is not required to live in a given area because of sheer economc
necessity -- and as soon as their novenent is able to be nore voluntary and
discretionary -- then relative attractiveness for daily |iving becomes an
inportant factor affecting rural growth. This devel opnent and the possible
utility of broadband communications in inproving the quality of public ser-
vices in rural areas will be further addressed in the next section of this

Chapter.*®

1 It should be enphasized that this survey of the factors that underlie
the recent reversal of urban donminance in population growh has been
highly selective. Left out were such factors as the location of state
colleges and other state facilities, and the revival of such traditional
rural enterprises as mning operations, both of which have been identified
as causes for growth in rural counties not adjacent to metropolitan
areas (14-15). Also omitted in trying to distinguish the combn
denonminators of rural growh was a stated
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recognition of the diverse nature of rural Anerica. It is far fromthe
case, for exanple, that every rural county within two hours driving

tinme of core cities can be considered as part of an “urban field".

Nor is it true, as another exanple, that decentralization of manufac-
turing has made its influence felt in all rural areas. As described

by O aude Haren, an equally large or |arger nunber of nonnetropolitan
counties has not been affected by industrialization, especially in

the areas of the Geat Plains, the Intermuntain Region, and Al aska (8-12).

This selection of decentralization of manufacturing and decentralization
of the service sector of the econony, plus residential preference,

as the major forces underlying the recent population growth in rural
Anerica does not reflect a conclusion that only these forces are of
significance. At the sanme time, it should be noted that decentralization
of manufacturing and of the service econony are the principal dis-
tingui shing characteristics, respectively, of those nonadjacent and

adj acent rural counties that have shown the greatest growth in recent
years. Residential preference, in turn, seenms to have accounted for
that rural growth which is not strictly econonmic in origin.
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Rural Needs And Broadband Conmuni cations

The foregoing comentary addressed two basic questions:

«how is rural Anerica changing?

«wWhat are the forces underlying these changes?
It was suggested that the decentralization of manufacturing and of the
service economny, each with its unique inplications for rural areas and
each roughly descriptive of the respective course of developnent in the
two nmejor categories of growing rural counties, seemed to underlie the
growth in rural population. A third factor -- residential preference --
was introduced as a factor likely to be of inportance in both categories

of growing rural counties.

It is now necessary to spell out the future problens that night be
created by the continued operation of these forces. Subsequently, broadband
communi cations will be considered in terms of the role it might play in
hel ping to resolve such problens and nmeet rural needs. In so doing, three
maj or categories of rural counties will be considered:

« Turnaround Accel eration (service sector decentralization)

« Turnaround Reversal (nmanufacturing decentralization)

«Declining

Turnaround Accel eration Counties

Hansen characterizes “turnaround acceleration” nonmetropolitan counties
as those which grew rapidly in the 1960's after having gained sone popul a-
tions in the 1950's (13-4). Typically, these counties are adjacent to or
near netropolitan areas (13-32). They are further distinguished by growh

in the non-goods producing, service sector of the economny.
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Nature of change and its problems. On the surface, rapid growth and

association with urban centers has been beneficial to the residents of this
category of counties. Recently published analyses of the 1960's by the
USDA' s Economic Research Service confirm what other studies have found:
economi ¢ “wel | -being” increases regularly as one noves from the nost

rural to the most urban parts of the country (15-64), and grow ng
communi ti es generally have “younger age structures, higher socioeconom c
status, and higher |abor force participation rates that suggest greater

economi ¢ opportunity” (16-1).

It is not the purpose of this study to express judgnment as to whether
i ncreasing urbanization has been as beneficial to the people concerned as
these economic indicators might suggest. Nonetheless, assuming that a high
| evel of rural growth of this kind is desirable, it is possible to
di stinguish associated devel opments that might hinder it in the future.
Anong these are: (1) the overload on community services created by rapid
growt h; and, (2) the heavy dependence of these areas upon the autonobile
and their consequent vulnerability to restrictions upon its use. On the
other hand, if the assunption is nade that rural devel opment is desirable
only to the extent that it contributes to preserving some degree of autonony
and independence, while still pernmitting rural people to share in the
material benefits enjoyed by the population at |arge, then there night
be some cause for concern about the basic and long-term effect of growth

inthis class of rural counties.

Turning first to the heavy demand that mght be placed on existing
comunity facilities, Beale believes that growh rates in a |arge nunber

of rural areas already are sufficiently high to cause concern (7-3).
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Al though natural increase still is the primary cause of popul ation
growh in rural areas, 1970 Census statistics showed a direct relationship
between rate of growth and net immigration, with the nost rapidly grow ng

counties typically receiving the highest percentage of newconers (16-2).

Besi des the added burden on comunity facilities created by new
residents, it also should be noted that the overall nedian age of popu-
lation in growing rural counties is alnmpst tw years |ess than that of
declining counties (inplying nore famlies of child-rearing age, and a

greater requirement for schools) (16-8).

The second factor that mght adversely affect further devel opment
of this class of rapidly growing nonmetropolitan counties is their
heavy dependence upon unrestricted use of the autonobile. Especially in
the case of rural counties that nake up extended “urban fields”, gasoline
rationing or high gasoline prices could have a catastrophic effect upon
devel opment and upon the lives of those already residing in the areas. The
foll owing description shows how extensive this dependence upon the autonobile
can be:

“Just as the conpact nineteenth-century city
gave way to the nmetropolitan area, so today the
Standard Metropolitan Statistical Area (SMSA)
is giving way to urban fields which may include
whol e regions within a two-hour driving radius
of the central cities. I ncreased incones, |eisure,
and accessibility have permtted a grow ng nunber
of persons to avail themselves of opportunities and
anenities throughout their respective urban
fields. Thus, many persons who work in SMBA's
may reside in nonnetropolitan areas where resi-
dential amenities are nore agreeable, and many
persons who live and work in SMSA's regularly
go to nonnetropolitan areas for tourism recreation,
second homes, and retirement ...Noreover, urban
fields need not be linmted to areas contiguous
to SMSA's. Areas with attractive recreation-tourism
retirement-second-home features may expand because
of demand generated by netropolitan residents who
live well beyond commuting range” (13-160).
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Finally, there remains the nore specul ative aspect of growth in
rural comunities that are part of urban fields -- that is, the possibility
that the remaining independence and sense of comunity enjoyed by rural areas
m ght become further submerged in the urban-rural sprawl of widely separated
shopping nmalls and interstate highway-associated manufacturing plants.
Thompson' s description of the poverty pockets and social ills that have
been a by-product of the process of netropolitan expansion is indicative
of what mght well occur in some rural sections of the geographically nore
extended category of urban fields:

A growing population is acconmmodated, in part, by
horizontal expansion, sweeping over the surrounding

rural areas. Geater distances nust then be traversed
if any senblance of economic and social unity are to

be preserved -- if, that is, the urban area is to be
nore than a collection of urban villagers in accidental
proxinmity. . . The poor have nearly always lived on the

other side of the tracks, but the distances were short
and contacts frequent, asin the schoolrooms and town
halls. But the all-slum block becomes first the all-
shun school, next the all-slum community - - the ghetto --
and threatens now to become the all-slum municipality.
What was once, if not benign, at |east digestible apartheid
at snall scale portends on a |arger scale unenploy-
ability, antisocial behavior, and, ultimtely,

recourse to even nore centralization of authority.

Slum school s that graduate unenpl oyable and

political enclaves of the poor that l|ack the tax

base to support mninum public standards of health

and safety invite either state or federal interven-

tion. ..\ are learning the lesson that a social
structure, such as residential segregation by incong,
which may be viable at small scale is not necessarily
viable at very large scale” (9-35/36). (I'talics added)

While it cannot be predicted that urban fields will evolve in quite
the manner described, the process at work in the devel opment of urban fields
bears sone resenblance to that involved in nmetropolitan expansion, which

was described by Thonpson as follows:
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“New nodes of transportation and comunication
permtted great cities to domnate small cities and
other communities in their surrounding tributary
area. These outlying communities, heretofore
relatively autononous, becane subordinate to the
metropolis and integrated with it. Hence, not
cities in general, but netropolitan cities in
particul ar domi nate contenporary American society”
(15-3).

The additional point to be made is that, however urban fields m ght
evolve, the physical location and relative influence of service centers --
once established — are likely to be permanent in nature and self-perpetuating.
As described by Thonpson in explaining the historical dom nance of cities,
“factories cone and go... a comrercial bank (or sinilar service enterprise)
that has efficiently served first a carriagemaker then an early autonobile
firmand then an airframe manufacturer (survives them all)” (9-15). In

short, whatever inequalities cone to be built into the evolution of the

service sector in urban fields -- and it was suggested that some rural sections

m ght be bypassed entirely -- they could becone |asting.

Al ternative course of devel opment. Conmunication systems, as with any

other elenment of a comunity’s infrastructure, are likely to be functional

and viable to the extent that they mesh with the domi nant needs and activities
of that conmmunity. In rapidly growing nonmetropolitan counties, as we have
seen, the dominant economc activity is that involving the growth of the
service sector. Thus, while this category of county mght come to

experience the overload on comunity facilities which comes with rapid

growth, and could benefit fromthe related public broadband services described
in Chapter II, their future is likely to be nost affected by the pattern

in which this service sector evolves. Therefore, the effect which conmercial

br oadband services mght have upon this evolution is of nbst concern.
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Nonet hel ess, it is not enough to know that the broadband services
nost inportant to the devel opment of these counties mght be the commercial
services described in Chapter II. There also has to be sone understanding
of the purpose and function they mght serve, which, in the case of this
rapidly growing category, mght be in helping to preserve sone of the
existing small towns and as well as helping to enable a nore equal sharing
of the prosperity of the larger region. However, since we are dealing with
the future utility of broadband systens, it is necessary to have sone idea
as to how such counties nmight counter the future dislocating effects of
growh in the urban field. Thus, in the case of these counties, as well
with the Turnaround Reversal and Declining categories to be considered |ater,
an alternative course of developnent will first be hypothesized and then
the contribution that broadband systens might make to furthering this course

of devel opnent will be considered.

It was earlier suggested that there night be an uneven sharing of
benefits in urban fields, with some rural areas bypassed and others becom ng
i solated dunping grounds for the poor and untrained. At nmininmm the
grow h of |arge-scale regional shopping centers and service industries
wi dely separated and |inked by high speed highways, could |ead to the dem se
of rural commnities as surely as have the previous encroachnent of sub-

divisions and the other elements of suburban spraw .

Thompson suggests an alternative that is a conpromse to the very
| arge-scal e regionalization of the urban fields, one which “enulates” the
features of large metropolitan areas while still preserving the identity
and prosperity of the smaller places init. Scaling down the size of

towns described by Thonmpson and substituting rural communities for the small
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urban areas referred to, it does represent one alternative course of
devel opnent that could prove |ess dislocating and disruptive to the
inhabitants of this category of rapidly growi ng rural counties:

“The small urban area mght, instead or in
addition, sinulate greater scale. A nunber of
smal | - and nedi umsize urban areas, connected
by good highways and/or rail lines may form a
| oose network of interrelated |abor markets
Wth w despread ownership of autonobiles and
a wel | -devel oped bus system on expressways permt-
ing average speeds of 50 miles an hour, the
effective local |abor market would extend
radially for 25 to 30 mles around one of
the larger urban places. A couple of small cities
of, say, 25,000 population, with two or three
main industries each, plus a half-dozen smal
one- or two-industry towns of half that size
add up to a 100,000 to 200,000 popul ation

The local |abor market could then achieve
the scale necessary to offer the counseling and
teaching so critical in our rapidy changing econony.
Area industrial devel opnent efforts could be

coordinated, including comon research and industria
parks. In North Carolina, a state filled with
smal | - and nmedi um si ze urban areas, a research

and devel opnent triangle has been created in the
Chapel HiIl-Durham Ral eigh area, which is 15 to

30 niles on a side and encl oses about a quarter

of a mllion people

In such conplexes, both public and private
investments could be planned strategically. Instead
of many small, bare community halls sprinkled
across the area, one spacious, acoustically pleasing
auditoriumcould be built. In place of a couple of
two-year comunity colleges staffed as extensions
of the local high schools, a strong four-year
col l ege could be supported. Nearby and inexpensive
hi gher education -- commuter colleges -- nay be
critical in holding the area’s talented young
from m ddl e- and | owincone homes, and perhaps
in attracting those famlies in the first place
Agai n, nuseuns, professional athletic teans, conplete
medi cal facilities, and other accoutrenents of
nodem urban |ife could be supported collectively.
(9-27).
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Rol e of broadband communications. \Wiether the availability of broadband

systems will enable greater decentralization of service industries and
nmore even growth within an urban field remains to be denonstrated. Leaving
to Chapter 1V the discussion of how such systens in practice could be

devel oped, the task at hand will be to consider whether broadband systens
m ght enable the kind of decentralization contenplated in the mdel pre-

sented above.

On the general subject of decentralization, the National Acadeny of
Engi neering (NAE) report on “Comunications Technol ogy for Urban I|nprovenent,”
stated that “the viability of (rural decentralization) is enhanced by the
transition of the United States econony froma nmanufacturing to a service
econony. It is the service sector . ..which is expected to make the greatest

use of teleconmmunications” (17-171).

Also cited in the NAE report was a British governnent report on the

establishnent of the “Green Belt” around London which concluded that

. .the main factor deterring business and industrial decentralization has
been the reduced operating efficiency due to the absence of fully adequate

communi cations facilities” (17-173).

To sone extent, the cited barrier of inadequate comunications apparently
has already been breached, as shown by novenent of corporate headquarters
fromcities to suburbs:

“What began as a ninor noverment in the nmddle
1960’ s has becone, by 1971, a nass exodus whose
true dimensions are beginning to be visible in only
one central city, New York, where the concentration
of economc activities at the center is greatest.
In 1965, New York City was the home office for
nore than 125 of top industrial conpanies in the
United States. By 1971, at least 24 of these conpanies
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had decided to | eave New York Gty for the surrounding
suburbs, mainly in New Jersey and Connecticut. Al though
the decentralization of office enploynent seems nost
advanced in New York, other cities such as Detroit,

St. Louis, Philadel phia, Baltinore, Houston, Atlanta,

and Los Angel es are beginning to experience corporate
noves to their suburban rings that rival the outward
movenent of blue-collar enmployment in the 1950's.

Private corporations are not the only exanple
of large national organizations that are electing
to leave the central city for the suburbs. In the
Washington, D.C. area, for exanple, where the Federal
CGovernnent is the |argest enployer, ngjor government
of fices have been nmoved out of the city in recent
years, and for nuch the sane reasons that affect
private decision making in the area of |ocation policy.
Among the agencies that have emgrated are the
National Bureau of Standards, the Atom c Energy
Conmi ssi on, the Ceol ogi cal Survey, the Bureau of
the Census, the National Institutes of Health,
the Navy Departnent, the Central Intelligence Agency,
and the Weat her Bureau” (18-463).

Neil Gold, in a research report for the U S. Commission on Popul ation
Gowh and the American future, identified advances in conmunications
technol ogi es as being one of the principle factors enabling this corporate
decentralization. According to Gold, “as the effects of this technol ogy
began to be widely understood in the mddle 1960's, a segnent of corporate
| eader ship concluded that the econonic, social, and psychol ogi cal benefits
that would result fromrelocating their headquarters in the suburbs were
an effective counterweight against the |oss of physical proximty and
the daily visual contacts characteristic of doing business in the urban

core” (18-463).

The NAE report cited earlier takes CGold s point a step further by
arguing that “the inventions have already been nade to permit the design
of special communications systems which will allow these (service)
activities to be conducted. . .in small communities scattered throughout

the nation” (17-170). In the judgment of another British study group
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cited in the NAE report, the specific usages of broadband conmunications
in linking widely separated operations are likely to include “graphic
display, rapid facsimile, conmputer and data access, conferencing. . . *

(17-173).

Concerning the application of the innovations, the nost definitive
experimental indication of feasibility is likely to conme fromthe HUD

funded “New Rural Society” study now being conducted by Dr. Peter C. Col dmark.

Wil e the New Rural Society project, when conpleted, could furnish
hard evidence on the practicality of decentralizing service sector
activities to rural areas, there is sone question as to whether the rural
area of Connecticut being studied is conparable in terns of economc
characteristics to the rapidly growing nonmetropolitan counties considered
to be typical of the category of urban fields. In other words, it mght
be that the New Rural Society project will be nost useful in indicating
the role of broadband communications in rural areas just beginning their

turnaround froma state of decline (see bel ow).

Summi ng up, based upon a theoretical understanding of the value of
br oadband conmuni cations systens in facilitating the decentralization of the
service sector, broadband systems could contribute to rural devel opment
and could enable greater dispersal of industries throughout an urban
field. Li ke the chicken and the egg, however, the broadband services
involved will not be offered until proved economic -- and they will not
be proven economc until integrated into an actual system On the assunption
that know edge as to value and feasibility mght attract potential system

operators and break the chicken-egg cycle, Chapter IV wll exanine how
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comrerci al broadband services mght pay their own way in a full service,

ar ea- coverage system

Turnaround Reversal Counties

This section will address that category of nonnetropolitan counties
whose growth has been nost associated with an increase in manufacturing
enpl oyment . Unlike the faster growi ng Turnaround Accel eration group just
di scussed, counties in this category do not tend to be located in close
proxinity to metropolitan areas. As the terminplies, “Turnaround
Reversal” are counties in transition that have recently energed froma
period of decline. Hansen includes in this group those
counties that gained population in the 1960's after having |ost popul ation

in the 1950's (13-4).

Nature of rural change and its problems. As outlined earlier, the view

is still comon that the type of manufacturing plant likely to relocate

to rural areas will be of the slow growth, |ow technology sort that is
unlikely to stimulate further devel opment or otherw se inprove the economc
base of the host area. By contrast, it was shown that actual sanplings

of new industry locations in rural areas reflected a far nore diverse
industry nmix than the “urban cast-off” theory night suggest. As described
by daude Haren, many industries located in rural areas in the 1960's

were of the kind previously associated with urban areas and included

a sizable nunmber producing nachinery and industrial conponents of all

kinds (11-433).

Al though there were rural areas in the 1960's, particularly in

Appal achia and the Ozarks, where enployment grew primarily as a result of
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the relocation of apparel and other |ow technology industries, there also
was evidence of relatively depressed rural areas noving up the |adder of
industrial diversification. Hansen described this process as follows:

“...the process of industrial filtering does
eventually lead to the upgrading of both manpower
qualifications, types of industry, and incomes.
These phenonena are clearly in evidence in the
South.  The industrialization of the South was
initiated in large neasure by the novement of
textile mlls from New England and other northern
areas into the Piedmont region of the central Carolinas.
The textile mills in turn generated other activities.
For exanple, by 1970 there were 214 establishnents
in the South producing nmachinery for the textile
i ndustry. In addition, there were 65 chemnical
plants involved in producing synthetic fibers;
the bulk of these plants were in the states
where substantial textile production has concen-
trated. Suppliers of dyes and other processing
chemicals were also stinulated by the novement
of the textile industry. The growth of manufac-
turing in the Carolinas, especially North Carolina,
was followed by simlar expansion into CGeorgia.
Decentralization next spread to the Tennessee
Val | ey, which has managed to achieve a higher
degree of industrial diversification than either
the Carolinas or Georgia. More recently, the
states of M ssissippi and Arkansas have entered
the lower rungs of the filtering process” (13-163).

Al though detailed statistics do not exist for the specific class of
Turnaround Reversal counties being discussed here, it can be inferred
that growth in nmanufacturing enploynent probably has had a beneficial
effect. Wiile sone net outmigration is still taking place in sonme of these
counties, the headl ong exodus that characterized earlier days has been
at least arrested. Referring to the USDA analysis cited earlier in the
di scussion of Turnaround Acceleration counties, these counties are
likely to have shared in the general attributes of growing rural areas,
whi ch were found to be favorable in terms of incone, age distribution,

and | abor force participation. In the neantime, these nanufacturing-growh
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related counties typically have not been burdened with a heavy influx of new
residents, despite the fact that new jobs in the 1970's were being created

at a rate well above the national average.

In these counties, it is not the present, but rather the long-term
outl ook that mght be of concern. And it is the long-termability of these
counties to share in the growh of the service sector that is comng to
dom nate our national econony, that is open to question. Even granting
that life in these counties will remain attractive to the extent that
change isdowand the popul ation stable, can these comunities preserve
their relative share of the nation's nmaterial goods while depending upon
manuf acturing for enployment? O, nust the ‘nove in order to stand still’
i.e. , must there be some growth in service sector industries if they
are not to be confined to a constant share of the dininishing sector

that is manufacturing enploynent in this country?

To this point, Caude Haren, in a study of rural industrialization
in the 1960's, offers evidence which suggests that growh in the service
sector has not necessarily acconpanied or followed an increase in manufac-
turing enpl oyment:

“In accordance with national trends, changes in
the service-producing groups, particularly at the local
or small-area level, not only diverged from but often
ran counter to shifts in manufacturing and other goods-
producing industries. In sone instances the |ack of
a nmore substantive increase in nonbasic enployment was
attributable to the well-devel oped system of shopping
facilities, hospitals, schools, and so on, already
available either in the imediate or adjoining commun-
ity, or at a regional service center. The retention of
purchasing and related functions at corporate head-
quarters and simlar trade |eakages or conplete or partial
tax abatenent often seriously delayed the accumnulation
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of investment capital and fiscal resources required to

underwrite nuch-needed inprovenments in community and

busi ness services and facilities. Al too typically,

a high proportion of increased payrolls went to

nonresidents, or added work opportunities resulted

in the substitution of local enployment for jobs

formerly held outside the immediate area” (11-434),

(I'talics added)
Beale, in another study of patterns of growh, found that “...the business
functions of many very snall towns have di m nished even though the housing
function has not” (20-35). Beale concluded that these small towns have
been sustained only through extensive commuting of their residents to those
| arger centers that picked up the business and service facilities formerly

|located in the small towns.

Al ternative course of developnent. It was suggested earlier in the

di scussion of Turnaround Accel eration counties that communications systens,
l'ike any other element of a comunity’s infrastructure, are likely to
be functional and economic only to the extent that they mesh with the

dom nant activity in that comunity.

Since the counties now being discussed are manufacturing-centered in
their growth and tend not to be located in close proximty to metropolitan
areas, it would be unrealistic to expect that the establishnent of broadband
communi cations systems, in and of thenselves, would lead to the burgeoning
grow h of service industries that was found in Turnaround Acceleration

counties.

Absent those other conditions that enable significant growth of the
service sector, anong which is association with dynamc netropolitan
areas or the hybrid urban fields, the nost that probably could be acconplished

for the present is to forestall further erosion of existing service industries
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in these comunities, enabling their subsequent expansion when econonic

conditions permt.

Concerni ng the non-econonic stimulus to devel opment in those counties,
the potential seens clearer. Although attractiveness to the retired and
sem -retired will vary dependent upon geographic |ocation, many counties
could capitalize upon the growing desire and ability of urban dwellers
to live in the country. To do so, however, it seenms |likely that these
counties would have to be able to offer a reasonable standard of community
amenities and facilities. As pointed out earlier, the possible stake
in attracting this segment of the urban population is sizable and grow ng:
so-called rural “retirement” counties have been the nost rapidly grow ng
class of rural counties thus far in the 1970's and now account for a total

popul ation of 8.7 million in 377 separate counties.

Rol e of broadband communications. Al though service sector need for

and use of broadband communications are not likely to formthe |eading
stimulus to the establishnent of broadband systens in these manufacturing
growt h-related counties, still, as will be discussed in Chapter |V,

any broadband system if it is to be feasible for area-w de rural coverage,
presupposes its full use for both public and comrercial services. Wile
dedi cated commercial links are not likely in these counties and while the
use of cable channels will be less intensive than in their nore rapidly
growi ng counterparts, the broadband system at |east can be in place -- and
avail able for increased and nore extensive business and commercial use

should the need arise. In the neantine, the basic system in the manner to
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be described in Chapter IV, could be built and paid for on the basis of
provi ding those entertainment and public service uses described in the
second chapter of this report. In the latter uses, these systens coul d
help to provide that inprovement in public services necessary to retain

existing population as well as to help attract the retired and seni-retired.

Declining Counties

The reversal of mgration fromrural areas and the relative increase
in enployment in rural versus urban areas has not been shared by all rural

areas.

Al though the nunber of nonmetropolitan counties |osing population
has decreased from approximately 1,300 in the 1960's to 600 in the period
1970-73, the 600 |osing popul ation represent 25 percent of all rural
counties and enconpass sizable areas of the Geat Plains western Corn

Belt, southern Appal achian coal areas, and the old Cotton Belt (21-30).

Nature of rural change and its problens. Declining counties tend to

be those in which gains in nmanufacturing and service enploynent have not
counter-bal anced losses in the mning and agricultural sectors. O

great inportance to the future of these counties is the exodus of working

age residents and the steep increase in the proportion of the elderly

and the young: in 1970, the median age of the population in declining
counties was alnmost three years greater than that in growing counties (16-40),
and Beal e has identified 80 declining counties in which the median age

has exceeded 40 years (20-24).
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Decline, in many instances, has tended to feed upon itself. As pointed
out by Brown, the great majority of counties that |ost population in the
1970-73 period also lost during the 1960’'s (16-23). Beale describes
how the process of decline can be self-perpetuating:

“The inportant point is that any comunity reaching
this condition is certain to be characterized by an
unusual 'y high degree of influence by the elderly on
communi ty governnment, by disproportionate problens
of providing housing and services for the elderly,
and by a scarcity of young abl e-bodied |abor force
or potential future labor force. The latter two
problens may be aggravated if the population density
is sparse and the typical governnent units are
small, as is conmmonly the case in the Plains. It
is not inpossible to break the monentum of such a
trend, but the condition apparently tends to feed
on itself. Wat psychological support and incentive
does a young adult have to remain in a community
where the overwhelnming majority of his peers and
siblings have left or are about to leave? There is
al nost the force of a deusex machina needed to
break the cycle” (20-24).

At the same time that the severity of these problens should be
understood, it should also be recognized that not all rural counties in
this category are experiencing the sane rate of decline, and all are not
in the predicanent described above. Concerning the rate of decline for
example, a mgjority of rural counties |osing population in the 1960's | ost

| ess than 10 percent over the course of the decade (16-37).

As will be further discussed below, the range of population decline,
relative economic opportunity, and state of community facilities vary
greatly anong counties in the declining category. As the needs of individual
counties vary, so too will the utility and configuration of the broadband

systens that mght serve them

I11-34



Alternative course of devel opnent (mdest change counties). In the

view of Hansen and Brown, some rural counties have been able to successfully
adapt to a decline in population and remain viable places in which to live
(13-17; 16-23). Ohers by contrast, have experienced a degree of deterior-

ation in community services that has been as severe as their drop in population.

In considering the course of rural devel opment and the possible role
of broadband communi cations in declining areas, therefore, some account
shoul d be taken of the differing degrees of change that mght be entailed
in reversing or arresting decline in these areas. To preserve some sort
of rough distinction in the discussion that follows, declining counties
will be grouped under the headings of “nodest change” and “major change”.
Those in which devel opment might entail a nodest degree of change will be

considered first.

Hansen's analysis of some rural counties of the Great Plains reveals
an apparent paradox: the sane areas that generally experienced heavy
popul ation | osses for several decades also ranked first in the country

in terns of rate of increase in incong, . rising froman annual rate

of change of 2.9 percent in the 1950's to 6.2 percent in the 1960's (13-17).

Brown, in a USDA study of growing and declining counties, stated
that “. . «ne cannot conclude that . ..all declining areas are being bypassed
by the process of national economc growth.” Population decline, in Brown's
view, may not only be transitory, but also “. . . may reflect a period of
adj ustment in the manpower needs of agriculture, forestry, mning, and other

extractive industries” (16-23).
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Does the evidence indicate that the residents remaining behind in sone
declining areas can naintain a tolerable level of econonmic activity and
standard of living? Hansen thinks it does:

it is difficult to conpare the situation
in the Geat Plains, the Upper Geat Lakes, northern
New Engl and and other relatively prosperous areas
havi ng heavy outmigration with the situation in areas
such as central Appal achia, South Texas, the southern
Atlantic Coastal Plains, and the M ssissippi Delta.
In the Great Plains, for exanple, outmigrants have
general ly been well prepared to take advantage of
econoni ¢ opportunities in other areas. O course,
the population |left behind has a relatively high pro-
portion of older people and it is often difficult to
maintain essential services for a widely dispersed
popul ati on. On the other hand, agriculture is viable
and there is relatively little poverty. In addition
to savings and farmincome there is considerable incone
fromthe Federal government in the formof farm
subsi di es and Social Security benefits. There also
are viable small towns, although they probably should
be devel oped as service centers for rural hinterlands
rather than as “growth centers” capable of halting
and even reversing outmigration. Econonic theory
mai ntains that outmgration should raise the value of
the marginal product of the remaining |abor force,
other things being equal. This is because each of
the remaining workers has nore of the non-Iabor
resources of a given area with which to work. And,
in fact, the evidence indicates that popul ation adjust-
nments in the Great Plains reflect successful adaptations
not only for outmgrants but also for the people left
behind. The greatest acceleration of nonnetropolitan
income in the country has taken place in the Geat
Plains, rising froman annual rate of change of 2.9
percent in the 1950°s to 6.2 percent in the 1960's
(13-17).

Whet her or not these areas of the Great Plains will ever achieve
rapid growth or industrialization -- and their geographic isolation from
urban areas suggests they may not -- it is inportant to note that popul ation

decline apparently has tended to keep pace with the reduction in job

opportunities. This inmplies that sone rough degree of equilibrium has been
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struck. The popul ation remaining behind apparently has been able to support
school s and other community facilities which, while slimed-down, still

are of sufficient quality to prepare those who nust soneday depart for other
regions to find jobs -- and still provide a satisfactory |evel of public

services for those who stay.

At least as conpared with the category of counties that will be
di scussed next, the public services and educational systems in these areas
probably have not deteriorated to the point at which they are either
i nadequate to their purpose or incapable of being supported at an
effective level by local taxpayers. If this apparent equilibrium between
community resources and jobs on the one hand and resident popul ation on
the other, can be nmaintained, and if public facilities can be updated,
then these rural areas probably will remain attractive places in which to
live. To the extent that these rural counties are also able to remain
effectively integrated into the agricultural sector of the economy that they
serve, they are likely to manifest a degree of stability and independence

that certainly is among the underlying objectives of rural devel opment.

Rol e of broadband communi cations (nodest change counties). I n many

respects, the kind of broadband communications system that would be appropriate
to these “nodest change” counties would be quite simlar to that described

in the previous discussion of Turnaround Reversal counties.

Li ke Turnaround Reversal counties, these counties apparently possess
school systens and other community services that are functioning effectively
and that presumably are in a position to benefit fromthe kind of incremental

qualitative inprovenents that the addition of broadband services al one m ght
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bring. Unlike the next category of declining counties to be discussed, there
are not likely to be nore basic and higher priority needs to be first addressed,
such as replacing decrepit school buildings to house children or finding

the necessary funds to hire conpetent teachers. In other words, if Hansen
and others are correct in their description of the viability of this category
of declining counties, upgrading of comunity services need not first

require a basic rebuilding of facilities, and inprovements are nore likely

to be capable of being initiated without massive outside assistance and
financi ng. Further, these counties seemlikely to have retained that sense
of community involvement and tradition of working together which makes it
nore likely that they could on their own initiate and carry through to

fruition | ocal broadband communications projects.

The kind of broadband system appropriate to the “equilibria” counties
being discussed in this section thus mght be public services oriented and
capabl e of being underwitten in part by the school systens and |ocal govern-
ments that would share in their use. Until population decline |evels off
and these counties |ong-range econom c prospects becone reasonable clears,
however, it seens likely that the incentive for business and comercial use
of these systems would remain linited, except in those very active agricul-
ture areas where such enterprises as grain elevators, comodity trading firns,

and livestock auctions nmight |ease systemtine.

Al ternative course of devel opnent (major change counties). This category

of declining rural counties represents those areas where need is the greatest
in every category of comunity service. In these areas, there is not a
bal ance between the comunity’s resources and the needs of those who

have remained. Wile tax revenues and resources of every kind have tended
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to shrink, the need for them has not, and major deterioration of these

communi ties has been the result.

Recognition of the severity of such problens in rural areas and the
approach taken by Congress in helping to resolve these problenms were
described as follows by Senator Humphrey in 1973:

“We know that the highest rates of unenpl oynment
in Arerica were in the countryside. W know that two-thirds
of all the substandard housing and half of the poverty
were out there in rural Anerica. W also |earned that
these people were not receiving a fair share of the
assi stance provided by the Federal Governnent.

What we hoped to do through the Rural Devel opnent
Act was to provide economic opportunity -- jobs.

But we know that before industries and busi ness can
spring up in small towns there has to be a certain
infrastructure -- a broad combination of comunity
facilities that all add up to inproving the general
quality of life so that money will flow in and people
will stop moving out” (22-12). (I'talics added)

By thensel ves? of course, inproved comunity facilities are not
likely to be of sufficient weight to influence a firmto locate its plant
inagiven rural area. In a USDA-funded study of 39 selected branch plants
established in rural areas of the Upper Geat Lakes in the 1960's, |ocation
of raw materials, major narkets, and relative distance to headquarters
and other branches were described to be of greatest inportance in deternining

general |ocation of new plants.

Once general location of a new plant was determ ned, however, the
individual attributes of different areas did come into play. First in
order of attributed inportance in the USDA-funded survey was the availability

of trainable |abor:
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“Officials of 24 conpanies discussed |abor, nost
enphasi zing that a community must denonstrate that
it has an adequate supply of trainable labor in
the area, otherwise it has little chance of getting
a branch plant ...Four firms were strongly influenced
in their decisions by the presence of vocational
school s where the needed skills were being taught,
or training prograns were being provided” (23-2).

An official of the Corning dass Corporation, which decided in the
1960’sto |l ocate mpst new plants in commnities of 10,000-20,000 in
popul ation, put the matter even nore strongly:

“As you can inmgine, the specifications for
the manufacturing of today’'s products continue to
get tighter and tighter. This seens to be the
case whether you are naking toys or computers.
Also, the technology to produce many of today’s
items means that a work force that is hired to
man today's plants must be able to offer his
prospective enployer either a greater degree of
educational background or a greater capability of
being trained than has been the case of his

predecessor. We, in our business, are no exception
to this situation. Personnel from our search teans
will, in nearly all cases, talk to enployers in a

community and raise the question of the trainability
of the people available in the area” (24-7).

Al though the Conming Gass official cited a broad range of conmmunity
facilities as being inportant in site selection, it is interesting to note
that the 39 conpanies interviewed in the USDA-funded project seemed to
give little weight to, or ignore, many categories of comunity services:

“Local police and fire protection seened to be
taken for granted by conpanies noving into non-
netropolitan comunities.

Very few conpany executives nentioned nedical,
dental, and hospital services as influencing branch
| ocati on deci sions.

Only when the establishnent of the new plant
required the relocation of a nunber of supervisory
personnel or skilled workers were conmpany officials
i nfluenced by the availability and quality of schools,
churches, social and recreational activities” (23-3/4).
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Taken at their face value, these comments seemto indicate that a rural
community can get by with very little in the way of comunity facilities
and still successfully compete for new industry. However, when it is
realized that an educated, trainable |abor force inplies the existence
of a functioning comunity, then the quality of the full range of

community facilities takes on a greater significance.

In the same connection, with only a few exceptions, the 39 corporations
interviewed in the USDA study stated that the successful comunities had
sought themout, and all successful comunities were found to have an active
Chanber of Conmmerce or industrial devel opment group:

“The real selling job was done in a face-to-face
presentation by an action comittee of the Chanber
of Conmerce or by the industrial devel opment corpor-
ation. They usually presented conmunity statistics
and pertinent infornmation applicable to the particular
prospect, probably a profile of the industrial park,
and phot ographs of what the conmmunity had to offer” (23-9).

Suffice to say, noribund rural areas, or those with little nore than
a | abor supply, are not likely to produce this kind of active comunity
involvenent or initiative. Finally, it is inportant to note that plant
| ocation usually is a conpetitive process anong many communities. Whether
a community with serious deficiencies in the availability of medical services,
shipping facilities, school system or fire and police protection, can
win out is at least open to doubt. That corporations, in the words of the
Corning Gass official, consider site selection to be a conpetitive process
seens clear:

“In the end, all the parts of the industrial
devel opnent effort nust add up to make a given
community the nost desirable when neasured agai nst

other like comunities due to the conpetition for
new plants -- and there will be competition” (24-13).

[11-41



Rol e of broadband communi cations (major change counties). In the

case of declining rural counties, the feasibility of broadband systens

is likely to be dependent upon the basic decision that is made by federal and
state governnent concerning the rebuilding of community facilities, including
the schools and health services. |If a commitment is made to inprove the
quality of these services in a mgjor way, then it is possible to visualize
how the related broadband services described in Chapter 11 might play a
useful and cost-effective role in their delivery. In this instance, should
the benefits of broadband so warrant, some of the funds provided for the
maj or rebuilding programs could be used to help underwite the cost of

the broadband system

If such a conmitnent is not forthcom ng, however, the outlook for
feasibility is poor. Unlike the growh areas discussed earlier, conmunity
facilities in these counties are likely to have deteriorated to the point
at which the provision of the nost basic services is in jeopardy. Caught
between shrinking tax revenues and an increased demand for assistance from the
el derly and the unenpl oyable, these communities are unlikely to be able
to spend scarce tax dollars on the inprovenents that broadband services
m ght provide when, at the same time, they are struggling to maintain the

nost minimal basic level of health, education, and other community services

If, as will be discussed in Chapter 1V, the econonic feasibility of
rural broadband systenms depends upon the fullest possible use of community
services as a revenue source, then it follows that the systems themselves are
not likely to be feasible until (1) the communities on their own somehow
becone economically revitalized or (2) direct government subsidies are nade

avai lable for major community service rebuilding programs (and rel ated

br oadband delivery services).
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In the laissez-faire alternative, broadband systems are likely to
come along, if at all, only when a rural area has somehow brought its
resources and population into balance along the |lines of Hansen's G eat
Pl ains exanple or until it has noved up the |adder of industrial diver-

sification as have many counties in the South.

When and if one of these stages have been reached, broadband comun-
ications, as discussed in the cases of Turnaround Acceleration and Turn-
around Reversal counties, could perhaps assist in the growh and preservation
of service industries and they could inprove the quality of conmmunity
facilities so as to attract such people as retirees. But in this instance
the devel opment of broadband systens still would have to await the economc
evol ution of the areas in question; broadband systens, in and of thenselves,

woul d not have been an active agent of change.

In the second alternative of direct subsidies and other assistance
to upgrade comunity facilities, it is difficult to visualize a realistic
source of funds except that of federal and state government. If this is
the case, then the value as well as the feasibility of broadband systens
is likely to be dependent upon the extent to which they nesh with and
contribute to the objectives of such federal and state assistance prograns.
In turn, concerning those objectives that the broadband services nust mesh
with, it is necessary to consider the future course of rural devel opnent

policy generally.

As an exanple, should funds be sinply allocated so as to preserve existing

community facilities in all areas at sonme m ni mum nai ntenance |evel, then
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it is unlikely, for the reasons outlined above, that any will be able

to support the costs of broadband systens.

On the other hand, if governmental policy decisions are made to focus
resources in a nore selective manner which would create growh centers, for
exanple, then it is somewhat easier to visualize how broadband conmmunications

systenms coul d nake an active, and perhaps significant, contribution.

One of the features of the growh center approach is that it attenpts
to work with, rather than against, the econonmic forces that determine the
viability of a rural commnity. The Council for Agricultural Science and
Technol ogy offered the followi ng observations in this regard:

“Some comunities do not have the critical Iabor
supply, transportation, and opportunities for |ow cost
provi sion of adequate services necessary to sustain
growth. They will require outmigration or comuting
to work in other conmmunities. A rural devel opnent
program cannot be expected to save every rural conmmunity
introuble. . .Resources for planning and inplementation
of programs may be enployed nost effectively if they
are concentrated in those areas where the need is
greatest and where population, trading, comuting, and
infrastructure patterns provide a critical scale of
| abor and other services needed to alleviate problens
and constitute a viable econonmic entity.

Voicing a simlar view on the revitalization of rural areas, an official
of the Econonmic Devel opnent Adnministration has suggested that Federal
efforts be focused on devel oping at |east one viable center in each state
“devel opment district”. In so doing, a functional test was proposed in

which relative econonmc advantage, such as key transportation, trade and

service links to surrounding areas, would be given strong weight (26-61).

I11-44



Taking this functional approach a step further in a study of historical
growth patterns in the United States, Hugh Denney found that areas approx-
imately 64 mles in radius seemto be evolving as prine regional centers.
Applying this discovery to the state of Mssouri, Denney found such centers
not only to be major trading centers but also increasingly central |ocations
for television broadcasting, junior college and higher education, as well

as nedical facilities (27-27).

Relating this concept to the way in which governmental resources m ght
be allocated, Denney suggests that 64-mle radius centers be a focal point

for action:

“A national policy to raise the levels of
transportation, comrunications, health, and
education on the (64-mle radius) spatial pattern
woul d bring all parts of this country within one
hour of such services and create a healthier
environment for industrial dispersion” (27-107).

Specifically, Denney identified 296 such centers in the United States
which are below the national average in the ratio of community service
enpl oyees to popul ation:

“It is in these communities that special efforts
are needed to inprove services whenever the popul ation
based will support them..

Most centers on (this) scale are devoting
their energies to securing industries; a comrend-
abl e cause, but they are often giving inadequate
attention to making their comunities good service
centers for the population they now have. Mst
industries are looking for towns that have a high
| evel of services, thus these comunities would do
well to raise their levels of service while contin-
uing to work for inproved industrial jobs” (27-116).

Wil e Denney’s 64-nile radius growth centers are to be found in all
areas of the country, his theory offers one possible rationale for locating

government offices and allocating devel opmental efforts in declining rural
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areas. It is of further and special interest that potential regiona
grow h centers of this size mght represent good market sizes for broadband
communi cations: in 1968, 243 of 352 64-mle radius centers were found

to be served by cable television (27-56).

To briefly sumup this discussion of the role of broadband comunica-
tions in furthering the devel opment of declining rural areas, it can be
seen that the outlook for such systems is decidedly uncertain and dependent
upon the future course of governnent policy on rural development. Unlike
the situation in the growth counties considered earlier, broadband systens
in these counties cannot simply be incorporated into, or underwitten by,
exi sting comunity services. Al though any or all of the public broadband
services described in Chapter 11 could be of substantial value in declining
counties, their feasibility will depend upon the ‘how, where, and how much’

of federal and state assistance efforts

Shoul d this investment be sufficient to result in angjor inprovement
in comunity services, broadband systens conceivably could be used to extend
heal th, education, and other governmental services to the majority of the
rural popul ations involved. In turn, revenue from the sponsoring government
agencies mght make a critical difference in helping to underwite the broad-
band systenms thenselves. |If not, then the npbst hard-pressed of the declining
rural counties will probably have to await that uncertain day when growh
creates sufficient economic prosperity so as to enable the establishment of

strictly locally-supported and financed broadband systens.
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Summary And Di scussion of Findings
In approaching the task of exam ning the contribution broadband
communi cations can make to rural developnent, it first was necessary to

exam ne the present nature of change in rural Anerica.

The 1970's has seen a reversal of the historic mgration of Anericans
fromrural to urban areas, with a net 1.6 million persons noving from urban
to rural areas. In this period, overall rural growth (5.6% exceeded that
in urban areas (4% . This growth was not distributed evenly anong all rural
areas, nor was it found to be explainable sinply in ternms of proximty
to netropolitan areas: the largest quantitative increase in net
imrmigration occurred in counties adjacent to nmetropolitan areas, but the

sharpest turnaround in mgration developed in the nore distant rural counties.

This change, whatever else it mght have done, has not altered
the sizable differences that exist among rural areas. parallel wth the
finding that there is no sinple way to describe rural Anmerica is this
study’s proposition that broadband communications systems will succeed
or fail to the degree that their characteristics match the particul ar needs

and econom c conditions of each rural area in which they are |ocated.

In trying to make sense of the great diversity of needs and conditions
inrural Arerica, this study first identified the major forces underlying
present change and then projected the future course of devel opment and

indicated needs that are likely to energe as a result of these forces.
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The three principal forces identified in this study were:
.«decentralization of manufacturing
.decentralization of the service sector of the econony

.residential preference

Decentralization of the service sector of the econonmy and of manufacturing
were found to be roughly descriptive of devel opnent, respectively, in two
maj or categories of growing rural counties: “Turnaround Acceleration”
(general ly adjacent to netro areas) and “Turnaround Reversal” (generally not
adj acent to netro areas). A third mpjor factor -- residential preference --
was found to be inportant in both. In the follow ng summary of the points
that were made concerning these two categories of growi ng counties (plus,
for conpleteness, a third category of counties that are declining), future

needs are related to the contribution that broadband systens nmight nake.

Turnaround Accel eration Counties

This group of counties grew rapidly in the 1960's after having gained
sonme population in 1950's. As a class, they are distinguished by their
proximty to netropolitan areas and their relative growh in the service

sector of the econony.

Two of the problenms those counties might encounter in the future are:

«an overload on existing comunity facilities. 473 counties

grew by 10 percent or nore between 1970-74, with some
achieving an annual growh rate of 22.5 percent or nore;
the fastest growing were also characterized by an influx
of new residents and a higher proportion of famlies of

child-rearing age.
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.effects of fuel shortages upon autonpbile use. Many of the

fastest growing counties are in hybrid urban-rural areas
that have evolved as a result of extensive |ong-distance
commuting (up to two-hour radii of travel). Hi gh gasoline
prices or rationing could have a catastrophic effect upon

continued growth in these counties.

A third problemthis category of counties -- especially those |ocated
in those sprawing hybrids called “urban fields” -- mght encounter in the
future is uneven devel opment and uneven sharing in the fruits of growh.

It was suggested that the ‘leap-frogging’ expansion process entailed in
the devel opment of urban fields could |eave isolated backwaters in which
“all slum nunicipalities” mght becone the successor to what were, in the
superseded small rural comunities, all-slum blocks or neighborhoods.
Concerning the dominant growth activity in these counties -- which was found
to be in the non-goods producing, service sector of the econony -- the prospect

was offered of the centralization of such enterprises at a few key |ocations

along Interstate Hi ghways and other high-speed arteries.

As an alternative to this very extensive, scattershot kind of regional-
ization, a smaller scale variant was discussed in which devel opnent night
be nore evenly dispersed throughout the rural areas. In this alternative,
the rural region mght “ermulate” the extensive regionalization of the |arger

urban field before the latter becomes firmy established.

In this regard, one of the contributions broadband conmunications night
make woul d be to enable such “enulation” by substituting comunications for

that of travel by car. Specifically concerning the decentralization of
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service activities, there is recent evidence of the key role played by

communi cations in making possible the decentralization of corporate head-
quarters. In addition, it has been shown that communications has enabled

the decentralization of precisely the kind of service activities that have

been found to dom nate the devel opnent of urban fields. Because distance

is no barrier to communications once links are in place, broadband systens

m ght enable greater dispersal of service industries throughout a grow ng

rural region as has occurred between city and distant suburbs in the New

York netropolitan region. At the very least, the existence of broadband systens
inarural area would mean that the ability of that area to share in the

subsequent devel opnent of the larger region would not be foreclosed.

As will be discussed in Chapter IV, broadband systens offering the
entertainment and public services described in Chapter 11 could be econonically
feasible and could be established while an area was still predonm nantly
rural in character. Once in place, however, the system could be subsequently
expanded to provide those comercial broadband services that could enable

the more dispersed decentralization of econonmic activities suggested above.

Turnaround Reversal Counties

The domi nant economic force in this category of counties is increase
in manufacturing enploynent. Unlike the faster-growi ng Turnaround Acceleration
group, counties in this category tend not to be located in close proximty
to metropolitan areas. As the terminplies, “Turnaround Reversal” are counties

in transition, having emerged in the 1960's from a |engthy period of decline.

For the present, the effect of the growh of manufacturing in this
category of counties probably has been beneficial to the inhabitants

i nvol ved:

111-50



«While sone net outmigration is still occurring in sonme
of these counties, the major exodus and attendant

di sl ocation of earlier days has been arrested.

«nNew jobs have been created, but characteristically
there has tended not to have been a large influx of
new residents which mght over-burden existing

community facilities.

.even if new manufacturing jobs have been created by
the establishnent of slowgrowth, |ow technology industry
(as discussed earlier, actual sanplings show this not
necessarily to be the case in rural areas), there are
numer ous exanpl es, especially in the South, where |ow
technol ogy industry has been succeeded by progressively

nore growt h-generating kinds of enterprises.

In these counties, it is the long-term economc outlook that could be
of the greatest concern: i.e., their ability to share in the growth of the
service sector that is coming to donminate our national economy. The operative
question is whether they can preserve their relative share of the nation's
material goods while still relying for enployment upon that din nishing

sector of the econony which is manufacturing in this country.

Studies of rural industrialization have shown that growh in the
service sector does not necessarily acconpany or follow an increase in
manuf acturi ng enpl oyment. In fact, it was found that in the 1960’ s
manuf acturing-induced growth frequently ran counter to growh in the
service sector. Concerning rural small towns, generally business activities

have tended to decline and become progressively centered in |arger conmmunities.
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Wi | e broadband systens by themselves are not likely to be a factor
stimulating decentralization and growh in the service sector in the manner
in which they might in the case of Turnaround Acceleration counties, sonme
capability for service sector usage will be available in any two-way broadband
system that might be established. Al though the feasibility of systens in
these Turnaround Reversal counties will be primarily dependent upon their
usage for entertainnment and public services, the population of these counties
should be in a good position to be able to afford the latter. They are not
as likely to have had an increase in tax revenues resulting from new
i ndustries counterbal anced by increased demands for services generated by
an influx of new residents. Thus, it nmight be likely that some portion of
system cost could be underwritten by public services users such as the
school system Additionally, disposable incone in these grow ng counties
is likely to be sufficiently high that many individual subscribers could

afford to pay for hook-up to the system

Provi ded that broadband systens can be justified on the above grounds
(a matter dealt with in greater detail in Chapter IV), the additional
availability of the system for broadband commercial services could serve
the purpose of:

«helping to forestall the further erosion of the

existing service sector in these counties.

e«providing the comunities involved with the
communi cations infrastructure necessary for the
grow h of the service sector, when the latter

occurs.
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Declining Counties

Al though the number of rural counties |osing population decreased by
nmore than half in the early 1970's, 25 percent of all rural counties in the

United States still remain in this category.

As a class, these counties are those in which gains in manufacturing and
service enployment have not counterbal anced |osses in agriculture and nining
j obs. In these counties, the departure of working age residents has |ed
to a steep increase in the proportion of the elderly and the young. The
need for public services, such as those described in Chapter II, has tended

to escalate as tax revenues have shrunk.

For the nost seriously affected of these counties, it is open to serious
question whet her broadband systens woul d be feasible unless subsidized in
their public service applications by federal or state governnent. This is
likely to be so, as will be discussed in Chapter |V, because the financial
viability of these systens in large part will depend upon comunity services,
such as the schools, an inportant source of revenue. If the communities
in question are hard-pressed, it is unlikely they will be able to spend
scarce dollars on the inprovenents that broadband services mght bring
while at the same time they still might be struggling to maintain the nost
minimal basic |evel of health, education, and other community services. On
the other hand, should a federal or state decision be nade to inprove
these community services in a major way, then their delivery by broadband
mght be a cost-effective nethod and might warrant federal or state sharing

in their costs.
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In the category of declining rural counties, therefore, the feasibility
of broadband systems is likely to be heavily dependent upon the timng
and nature of the revitalization of commnity services:
oif a rural community is largely left to its own
devi ces, the establishnent of a broadband system
is likely to await its ‘evolution’ to a condition

of econom c grow h.

.alternatively, if substantial outmigration can occur
before comunity services deteriorate to the point of
no return, and if a comunity’s resources and popul ation
remain in some sort of balance, then it is possible
to visualize the feasibility -- without substantial
outside assistance -- of a broadband system Such
“equilibrium rural communities (roughly equivalent
to the Turnaround Reversal category discussed earlier)

exist today in the Great Plains region.

The other alternative is direct subsidies and other assistance to
upgrade community facilities, in which case it is difficult to visualize
any realistic source of funds other than that of federal and state government.
In this instance, the feasibility and value of broadband systens is likely
to be further dependent upon the extent to which they mesh with and contribute

to the objectives of the governnent assistance prograns.

For purposes of discussion -- and to lend sonme specificity to the “iffy”
role of broadband systens in contributing to rural devel opment prograns in

declining counties-- the exanple was considered of the so-called “64 mle radius”
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regional centers that presently are evolving in this country, and that have
been offered by one scholar as focal points for organizing governnent assis-
tance. Briefly, these centers were found to be the location of major
trading enterprises, junior colleges, medical facilities, and television
broadcasting for the surrounding areas. O further interest, growth centers
of this size have apparently represented viable markets for broadband
comuni cations: in 1968, 243 of the 352 64-nile radius centers studies were

found to be served by cable television.

Unl ess overall devel opment efforts have sone coherent and realistic purpose,
it does not seem that a broadband conmunications systemw ||l nake little
difference to a declining rural area, even if entirely subsidized from
outside sources. As every rural hanlet cannot be the site of a general
hospital and a 4-year college -- which inplies the necessity for devising
some sort of regional systemfor the delivery of such services -- so, too,
is it unlikely that each crossroads can be the center of its own broadband
system To the degree that a larger rural area (the 64-mle radius area
is only one exanple) serves as a basis for coordinating the delivery of
medi cal, educational, or other comunity services to a region’s inhabitants,
br oadband communi cations potentially could serve as a substitute for extensive
individual travel in realizing the benefit of these services and hel ping

to make the nost of avail abl e resources.

summary Cbservations

« Any area-coverage rural broadband system will require
the fullest devel opnent of every possible service
(entertainment, public, as well as conmercial) as
sources of revenue. Leaving aside entertainment

service as a common denominator in all systems, the
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principal additional sources of revenue will vary

according to the type of rural area:

1)

in the fastest growing rural counties (those
domi nated by growth in the service sector

of the econony), business and commerci al
broadband services are likely to offer the

greatest potential source for revenue.

in growing rural counties characterized by
growh in manufacturing enploynent, public
service uses are likely to represent the best

addi tional source for revenue.

« Broadband systens in growing rural counties could:

1)

enabl e greater dispersal of service-type
industries than is presently the case in
some of the fastest growing counties. This
could permt rnore equal sharing in the fruits
of growth by all sections of a county and
nmake more likely the continued viability of

smal l er rural communities.

hel p forestall continuing erosion of business
functions in those small towns located in areas
of manufacturing growth, and provide the comun-
ications network necessary for later growth in
the service sector, should economic conditions

pernit.
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« Broadband systens in declining rural counties could:
1) contribute to the cost-effective functioning of
federal and state prograns designed to upgrade
medi cal, educational and other community

services.

2) help to attract new industries by serving as
a vehicle for delivery of upgraded community

services.

olnplications for government policy are:'
1) in growing rural counties, broadband systens have
the potential for beconing self-supporting; assistance
required is likely to be in the areas of technical

assi stance and securing of financing.

2) in declining rural counties, the economc base is likely to
be inadequate to support broadband systems. However, to the
extent that governnment subsidies mght be made available to
upgrade schools and other community facilities, some functions
m ght be performed through the use of broadband and appro-
priate reinmbursement made to the system The latter revenues,
venues, in turn, mght be sufficient to make the system finan-

cially self-sustaining. The value of broadband systems

Because npst statistical data is available on a county basis, the single
rural county has been used as the unit of analysis in this discussion.
This is not meant to inply that the individual county nust be used as

a Planning basis for government policies affecting the establishment

of rural broadband systens. Indeed, in their full-service uses
contenplated in this study, rural broadband systens are nore likely

to be coterminous with the boundaries of school districts and the

|'ike, which increasingly are nulti-county or sub-regional in nature.

For further discussion on this point, see Chapter I|V.
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in providing public services is likely to depend upon the

extent to which these services mesh with and contribute to these
government assi stance prograns, as well as upon the degree

to which rural devel opment policy enphasizes area-w de,

coordinated delivery of community services.

«Despite the evident promise of broadband communications
systens, there can be no assurance that they will in fact
evolve in the manner suggested in this Chapter. Before
entrepreneurs, local business |eaders, or governnental
officials can seriously entertain organizing and depl oyi ng
such systens, much nore has to be known about the practical
aspects of their financing and operation. This will be the

subject of the next and final chapter.
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