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Editor’s Notebook

This issue of Rural Development Perspectives examines a number of areas that
are of current interest in rural America, including poverty, telecommunica-
tions, industrial crops, commuting, labor markets, industry clusters, and the
experience of a Black farming community facing population loss.

Mark Nord opens the issue by asking what has happened to persistent-pover-
ty counties in recent years? These counties make up nearly a quarter of all
rural counties. Per capita income growth there increased at over twice the rate
of other rural counties between 1989-94, especially in the East. Yet income has
declined in many high-poverty counties with high concentrations of Hispanics
and Native Americans, high birth rates, and remote from urban centers.

Karen S. Hamrick’s article shows how rural labor markets respond faster to
recessions and expansions than urban labor markets, probably because a
greater proportion of nonmetro workers are employed in goods-producing
industries. On the other hand, because those working part-time for economic
reasons and discouraged workers do not respond as quickly to business cycle
movements, macroeconomic policies are less helpful in pulling nonmetro areas
out of recessions than more targeted policies would be. One strategy that
promises to raise earnings for nonmetro workers is the clustering of related
businesses in particular areas. Robert M. Gibbs and G. Andrew Bernat, Jr.,
demonstrate in their article that industry clusters raise earnings within those
industries by about 13 percent over earnings of similar workers not in clusters.

Commuting to work has become a fact of life for people living in both non-
metro and metro areas. The article by Lorna Aldrich, Calvin Beale, and Kathy
Kassel explains how important commuting within nonmetro areas has become
for small towns and places, especially east of the Mississippi. The separation
of work and residence and the tendency of high- or low-income workers to
cluster in certain areas has changed the social and demographic composition
of many communities and created special problems for local governments.
One development which may give workers even more freedom to decide
where they will live is telecommunications.

Peter L. Stenberg, Sania Rahman, M. Bree Perrin, and Erica Johnson discuss the
Telecommunications Act of 1996, the first major revision of telecommunica-
tions laws since 1934. The most important provisions guarantee that universal
service requirements will continue to apply to high-cost service areas. Because
all rural areas are considered high-cost areas, even those in metro counties,
rural telephone service will continue to get subsidies to keep costs to cus-
tomers reasonable. All rural schools, libraries, and health care providers will
be eligible for discounts in hooking up to the telecommunications network.

One possible strategy for assisting community development in farm-depen-
dent areas is switching to crops grown for industrial processing within the
region. Jacqueline Salsgiver examines the projected effects of switching to
crambe, an oilseed crop, in central North Dakota. She estimates that the new
plant being built to process the crambe crop along with higher farm income
from growing crambe will add 174 jobs in the community, including both
direct and indirect impacts.

Valerie Grim and Anne B. W. Effland use the small farming community of
Brooks Farm, Mississippi, as a case study of how Black communities in the
South have coped with the loss of population since World War 1l from migra-
tion and the technological revolution in agriculture. Residents of Brooks Farm
struggled against poverty and limited opportunities by working to strengthen
traditional institutions such as the church. They have also learned how to
organize to secure otherwise inaccessible government services.



Mark Nord

Overcoming Persistent Poverty—And

Sinking Into It
Income Trends in Persistent-Poverty and Other High-
Poverty Rural Counties, 1989-94

Post-1990 income and population trends in persistent-poverty and
other high-poverty rural counties suggest that, in general, econom-
ic conditions are improving in those counties. Recent per capita
income growth in the persistent-poverty counties was more than
twice that in other rural counties. Improvements are concentrated
in the East, while trends are mixed in the Southwest, the Ozarks,
and the upper Midwest. Most high-poverty counties with predom-
inantly Black poor experienced substantial income growth, while
income declined in a substantial minority of high-poverty counties
with high proportions of Hispanic and Native American poverty.

with the nonpoor, but are disproportionately con-

centrated in the centers of large cities and in remote
rural areas. In some rural areas, very high poverty rates
have persisted over many decades. In 535 rural counties
(almost one-fourth of all rural counties), poverty rates
have exceeded 20 percent in each decennial census year
since 1960. In addition to these “persistent-poverty”
counties, 232 “new high-poverty” nonmetro counties had
poverty rates in excess of 20 percent in 1989, although
they had poverty rates lower than 20 percent in at least
one of the earlier census years.

The poor are not spread evenly across the landscape

The high-poverty rural counties (including both persis-
tent-poverty counties and new high-poverty counties) are
home to 44 percent of the rural poor, and are of particular
concern to policymakers for several reasons. Where
poverty rates are very high, resources of local govern-
ment, local business, and local social networks are often
inadequate to provide public services such as health and

Mark Nord is a research associate of the Department of Rural Sociology
at the University of Wisconsin-Madison. The research was supported
through a cooperative agreement (43-3AEN-4-80098) between the U.S.
Department of Agriculture’s Economic Research Service and the
University of Wisconsin College of Agriculture.

education, and to support families and individuals with
serious income inadequacies. Also, high concentrations of
poverty can result in economic, social, and cultural
milieus that depress aspirations and expectations of
young people, making it difficult for them to develop to
their full potential. For these reasons, a number of
Federal programs are targeted to high-poverty counties,
and several federally supported regional commissions
focus resources and efforts on multicounty areas of con-
centrated poverty.

After two decades of substantial reduction in rural pover-
ty in the 1960’s and 1970’s, progress in rural poverty
reduction virtually stopped during the 1980’s. In fact,
more counties reverted to high-poverty status (above 20
percent poverty rate) during the 1980’s than escaped from
high poverty. It is of considerable interest, therefore, to
know whether economic well-being in the high-poverty
rural counties has improved, deteriorated, or remained
unchanged since the 1990 census. Reliable county-level
poverty data are available only once every 10 years, from
the decennial census. However, annual county income
and population data are available, and | draw on those
data to provide a picture of household economic trends in
the persistent-poverty and new high-poverty counties
during the 5 years following the 1990 census.
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Per capita income trends in the persistent-poverty and
new high-poverty counties during the 5 years since the
1990 census are generally quite encouraging. Per capita
income grew 10.7 percent (adjusted for inflation) in the
persistent-poverty counties, well above the all-nonmetro
growth rate of 6.15 percent. As in the 1970’s, income rose
more rapidly in the higher poverty counties. It is likely
that poverty rates have declined in a majority of the per-
sistent-poverty counties. If these trends continue through
the rest of the 1990’s, a substantial number of these coun-
ties will have poverty rates below 20 percent by the 2000
census, thus escaping persistent-poverty status.

In 26 of the 535 persistent-poverty counties, however, real
per capita income declined during 1989-94. Income also
declined in 31 of the 232 new high-poverty counties.
Some of these counties are probably becoming the persis-
tent-poverty counties of the future. Many of the high-
poverty counties with declining per capita income have
the following characteristics: remoteness from urban cen-
ters, high proportions of Hispanic or Native American
population, high rates of natural increase, and high
employment share in agriculture, forestry, and fisheries.
Very few of the high-poverty, declining-income counties
had substantial population loss or substantial internation-
al inmigration.

Income trends in the high-poverty counties followed a
regional pattern. The persistent-poverty counties with
high rates of per capita income growth are located dispro-
portionately in the Appalachian Mountains and the
Southeast, while those with deteriorating economic condi-
tions are almost all west of the Mississippi River. The pat-
tern of spatially concentrated poverty appears to be shift-
ing westward and away from predominantly Black areas
toward areas with high proportions of Hispanics and
Native Americans. (See box on “New Intercensal Poverty
Estimates” for comparison with newly available county
poverty statistics.)

High-Poverty Rural Counties—Background
Persistent-poverty counties are concentrated in geograph-
ic clusters, and each cluster has a distinctive racial or eth-
nic character. In the Black Belt (across the Southeast from
the Carolinas to Alabama) and the lower Mississippi
River Valley, Blacks predominate in the poor population.
In the Southern Highlands—the Appalachian, Ozark, and
Ouachita mountains—Whites predominate among the
poor. In the Rio Grande Valley and the high plains of the
Southwest, Hispanics predominate. And in the persistent-
poverty counties of the central Southwest, the northern
Great Plains, and western Alaska, it is predominantly
Native Americans who are poor. Most of the “new” high-
poverty counties are located in or near the persistent-
poverty clusters.

Rural Development Perspectives, vol. 12, no. 3

Changes in economic well-being in the high-poverty rural
counties during the 1980’s differed markedly from those
of the previous two decades. During the 1960’s and
1970’s, rural poverty rates declined substantially (fig. 1).
Of the 2,249 rural counties with poverty rates above 20
percent in 1959, only 1,220 persisted in the rural high-
poverty category through 1969. (An additional 75 coun-
ties retained high poverty rates, but were reclassified as
metro.) The number of persistent-poverty rural counties
declined further to 646 by 1979. However, this trend did
not continue into the 1980’s. In general, rural poverty
rates remained more or less unchanged during the 1980’s,
and the number of persistently poor counties declined
more slowly, falling only to 535 by 1989. This decline in
the 1980’s was more than offset by the 171 rural counties
that reverted to high poverty in 1989 after having escaped
from persistent-poverty status in 1979. The discontinuity
of economic trends in the 1980’s raises important ques-
tions about how the high-poverty counties have fared
during the 1990’s:

= Are the persistent-poverty counties falling fur-
ther behind other nonmetro counties, or are they
holding their own or gaining ground?

New Intercensal Poverty Estimates (1993)

The Census Bureau recently released county poverty esti-
mates for 1993, the first intercensal county poverty esti-
mates in its new Small Area Income and Poverty Estimates
series. These estimates are based on rather complex
weighted regression techniques using a wide range of data
sources, including decennial census data, Current
Population Survey data, annual population estimates,
Bureau of Economic Analysis income data, and administra-
tive data from tax returns and welfare programs. The relia-
bility of the estimates is uncertain. Confidence intervals (as
published by the Census Bureau) are quite large, and the
poverty estimates are not directly comparable with those
produced by the decennial census because they are based
on slightly different populations and concepts of income.
This makes comparisons of changes in poverty rates from
1989-93 particularly problematic. In spite of these limita-
tions, | used the 1993 poverty estimates to verify trends
observed in the income data.

The poverty trends in rural high-poverty counties, as indi-
cated by the intercensal poverty estimates, are broadly
consistent with the income trends described in the article.
However, the regional patterns are less pronounced. Both
data sources point to some improvement in economic well-
being in the lower Mississippi River Valley and to worsening
economic conditions in a number of high-poverty counties
in the Southwest, especially in New Mexico and western
Texas. In the Appalachians and the Black Belt, on the
other hand, the intercensal poverty estimates do not reflect
the improving economic conditions suggested by the
income trends.




= Are the new high-poverty counties falling fur-
ther behind other nonmetro counties, perhaps to
become additional peristent-poverty counties, or
were their high poverty rates in 1989 temporary?

= Do the spatial patterns of change in rural eco-
nomic well-being resemble those of the 1960’s
and 1970’s or those of the 1980’s?

= Are there regional differences in the post-1990
income trends in the persistent-poverty and new
high-poverty counties?

= Are there persistent-poverty or new high-pover-
ty counties where income trends point to serious
economic deterioration that may indicate a need
for special policy attention?

Income Growth Well Above National Average in
High-Poverty Counties
To provide a general picture of income trends from 1989
to 1994 in the high-poverty counties, | calculated per capi-
ta income change (adjusting for inflation) in three cate-

Figure 1

Poverty rates in nonmetro and persistent-poverty
counties, 1959-89

Nonmetro poverty rates declined in the 1960's and 1970's
but increased slightly in the 1980's

Mean poverty rate (percent)

60

40+

20

1959 69 79 89

All nonmetro counties

Nonmetro persistent-poverty counties

Note: County categories are held constant for all years based on
metropolitan status in 1993 and persistent-poverty status in 1989.
Source: Prepared by ERS using decennial census data, 1960, 1970,
1980, 1990, from the Bureau of the Census.

gories of rural counties: persistent-poverty counties, new
high-poverty counties, and other nonmetro counties. |
also calculated the proportion of counties in each category
that had declining per capita income, the proportion with
income growing but more slowly than the national non-
metro average, the proportion with income growing at
one to two times the national nonmetro average, and the
proportion with income growing more than twice as
rapidly as the national nonmetro average (table 1). The
results indicate that the persistent-poverty counties as a
group have done rather well. Per capita income (adjusted
for inflation) grew 10.7 percent in the persistent-poverty
counties, more than twice the growth rate in the “other”
nonmetro counties. Of the 535 persistent-poverty coun-
ties, 77 percent experienced per capita income growth
higher than the national nonmetro average, and 40 per-
cent had income growth greater than twice the national
nonmetro average.

In the new high-poverty counties, income growth was
only moderately higher than that in the “other” nonmetro
category (6.7 percent compared with 5.1 percent). This
was reflected in a modest overrepresentation of new high-
poverty counties with income growth more than twice the
national nonmetro average.

Per capita income adjusted for inflation declined in 26 (4.9
percent) of the persistent-poverty counties and in 31 (13.4
percent) of the new high-poverty counties. In most of
these counties, the declines were not large, and the
income trends would perhaps be better characterized as
stagnant than declining. Nevertheless, it seems likely that
the high poverty rates in almost all of these counties have
at least persisted, if not increased. Many of the new high-
poverty counties with declining income will become the
persistent-poverty counties of the future unless their
economies are revitalized.

Per capita income grew, but at less than the national non-
metro average, in 18 percent of the persistent-poverty
counties and in 30 percent of the new high-poverty coun-
ties. The implications for poverty rates in these counties
depend on the rate of income growth and on how the dis-
tribution of income has changed.

The large proportion of persistent-poverty counties in the
two highest income-growth categories suggests that
poverty rates have declined in a substantial majority of
the persistent-poverty counties. This is true for almost all
those with income growth more than twice the national
nonmetro average, for most of those with income growth
between one and two times the national nonmetro aver-
age, and for at least some of those with income growth
less than the national average. If these trends continue
through the rest of the decade, many of these counties
will escape persistent-poverty status.

Rural Development Perspectives, vol. 12, no. 3



Personal income in a county can be broken down into
three sources: income from earnings, income from prop-
erty (dividends, interest, and rent), and income from gov-
ernment transfers (such as social security and welfare
assistance). From 1989 to 1994, the growth in per capita
income in the persistent-poverty counties resulted from
increases in earnings and transfers, while income from
dividends, interest, and rent declined substantially. This
pattern strengthens the conclusion that poverty rates
declined in the persistent-poverty counties, because
income from earnings and transfers tends to benefit lower
income households more than does property income.

Income Grew in Most Southeastern High-Poverty
Counties; Trends Mixed in West

Income change in the persistent-poverty counties during
the first half of the 1990’s followed a regional pattern (fig.
2). With only a few exceptions, real per capita income
increased in the persistent-poverty counties of
Appalachia, the Black Belt, the lower Mississippi River
Valley, and in the predominantly Native American persis-
tent-poverty counties of the Southwest, the northern
Great Plains, and Alaska. Further, income growth in a
substantial majority of these counties exceeded the nation-
al nonmetro average. On the other hand, in the persis-
tent-poverty counties of the Ozark-Ouachita Plateau, the
Rio Grande Valley, and the high plains of the Southwest,
per capita income growth was less robust and many coun-
ties experienced income declines. Farther west and north,

Table 1
Income and poverty characteristics of nonmetro counties

per capita income declined in two counties in northern
Montana, and one southwestern Idaho county.

The same general pattern characterized the new high-
poverty counties (fig. 3). Of the 31 new high-poverty
counties with declining real per capita income in the early
1990’s, only 4 were east of the Mississippi River. With the
exception of one county in Ohio, all the new high-poverty
counties in Appalachia experienced increasing per capita
income, most at rates higher than the national nonmetro
average. There were only a few new high-poverty coun-
ties in the Black Belt and the lower Mississippi River
Valley, and almost all of them recorded income growth
higher than the national nonmetro rate. Across the
Ozark-Ouachita Plateau and on the high plains of the
Southwest, the pattern was mixed, with a number of
declining-income counties. Finally, per capita income
declined in a dozen or so new high-poverty counties scat-
tered across the upper Midwest and the intermountain
West.

It appears, then, that the pattern of spatially concentrated
poverty may be shifting westward. The counties that are
likely to escape from high-poverty status are dispropor-
tionately in the Appalachian Mountains and the
Southeast, while the persistent-poverty and new high-
poverty counties with deteriorating economic conditions
are almost all west of the Mississippi River.

Income growth in most persistent-poverty counties was well above the national nonmetro mean

Persistent- New high- Other

County characteristics poverty(a) poverty(b) nonmetro
Number of counties 535 232 1,519
Poverty rate, 1989 (percent) 28.7 22.7 13.3
Per capita income, 1989 (in 1994 dollars) 12,879 14,497 17,022
Per capita income, 1994 (in 1994 dollars) 14,253 15,464 17,892
Per capita income growth, 1989-94 (percent) 10.7 6.7 51

Per capita income (PCI) change categories, 1989-94  ----- Percent of counties - - - - - -

PCI declined 4.9 13.4 14.9
PCI increased 0 to 6.15 percent(c) 17.9 29.7 35.3
PCl increased 6.15 to 12.30 percent(c) 37.0 35.8 34.7
PCl increased more than 12.30 percent(c) 40.2 21.1 15.1
Total 100.0 100.0 100.0

Notes: Poverty rate, income, and income growth statistics in the top panel were calculated by aggregating data within each category of counties (that

is, they are equivalent to county means weighted by county population).

(a) Persistent-poverty counties had poverty rates higher than 20 percent in each decennial census: 1960, 1970, 1980, and 1990.
(b) New high-poverty counties had poverty rates higher than 20 percent in 1990, but lower than 20 percent in at least one of the previous

three censuses.

(c) Nationally, nonmetro per capita income grew 6.15 percent from 1989 to 1994.
Source: Calculated by ERS using data from the Bureau of the Census Summary Tape File 3C, 1990, and the Bureau of Economic Analysis Regional

Economic Information System 1969-94 Income File.
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Figure 2

Change in per capita income, 1989-94, in persistent-poverty nonmetro counties
Income increased in almost all the persistent-poverty counties in Appalachia, the Black Belt, and the lower Mississippi

River Valley; trends in other areas were mixed

Declined

Increased less than 6.15%* &
Increased more than 6.15%*
Other nonmetro

Metro

*U.S. nonmetro per capita income increased 6.15 percent during this period.

Source: Prepared by ERS using data from the Bureau of the Census STF3C, 1990, and the Bureau of Economic Analysis Regional Economic

Information System 1969-94 Income File.

Spatial Patterns of Poverty and Income Change, 1959-94

To assess current spatial patterns of change in the high-
poverty counties, it is helpful to relate them to patterns of
change over the previous decades. Do changes in the
early 1990’s follow the spatial pattern of the 1960’s and
1970’s, or that of the 1980’s?

In the 1960’s and 1970’s, two patterns are notable: first,
overall rural poverty declined substantially, and second,
economic conditions improved more in the higher pover-
ty areas than in other rural areas. The average poverty
rate of nonmetro counties declined from 37.4 percent in
1959 to 23.2 percent in 1969, and declined further to 17.3
percent in 1979 (fig. 1). (These averages are for counties
that were still classified as nonmetro in 1993, but the aver-
ages are nearly the same if all counties that were non-

metro in 1963 are included.) Most of the counties that
escaped from persistent poverty in those two decades did
so as a result of the general improvement in rural eco-
nomic well-being, not because their own improvement
was outstanding. For example, poverty rates in the coun-
ties that escaped from persistent-poverty status during
the 1960’s declined an average of 13.5 percentage
points—substantially less than the 17.9-percentage-point
decline in the counties that remained in persistent poverty
(table 2). What distinguished the escapees were their
much lower poverty rates at the beginning of the decade.
The same pattern is apparent in the 1970’s.

This general rural economic improvement was good news

for high-poverty rural areas in the 1960’s and 1970’s, and
the second pattern—the more rapid improvement in eco-

Rural Development Perspectives, vol. 12, no. 3



Figure 3

Change in per capitaincome, 1989-94, in new high-poverty nonmetro counties*
Per capita income increased in most of the new high-poverty counties, but declined in a few, mostly located in the West

n ‘ . )
Declined
Increased less than 6.15%**

R i

*New high-poverty counties had poverty rates above 20 percent in 1989 but below 20 percent in at least one of the previous three decades.
**J.S. nonmetro per capita income increased 6.15 percent during this period.

Source: Prepared by ERS using data from the Bureau of the Census STF3C, 1990; and the Bureau of Economic Analysis Regional Economic

Information System 1969-94 Income File.

&£
Increased more than 6.15%**
Other nonmetro

Metro

nomic conditions in the higher poverty areas—was even
better news. This second pattern is apparent in the
greater declines in poverty rates in the higher poverty
counties (table 2). Statistical analysis using correlation
techniques confirmed that this pattern was pervasive and
quite strong both in the 1960’s and 1970’s. The same pat-
tern is reflected in the income statistics for the 1970’s
(comparable income statistics are not available for the
1960’s). Real per capita income during 1969-79 grew more
rapidly in counties with higher poverty rates at the begin-
ning of the decade, and this association was moderately
strong both for all nonmetro counties and among persis-
tent-poverty counties.

Rural Development Perspectives, vol. 12, no. 3

In the 1980’s, both of these patterns disappeared or were
greatly attenuated. The average poverty rate of nonmetro
counties actually increased by about 1 percentage point
from 1979 to 1989, and that of persistent-poverty counties
increased about 1.5 percentage points. Only 104 counties
escaped from persistent-poverty status during the
1980’s—a much smaller proportion of persistent-poverty
counties than in the previous two decades—and that was
more than offset by the 223 counties that either reverted
to high-poverty status or entered high-poverty status for
the first time in 1989. By way of comparison, only 5 coun-
ties entered high poverty in 1969, and only 32 entered or
re-entered high poverty in 1979. The counties escaping
from persistent-poverty status in the 1980’s, unlike those
in the previous two decades, were distinguished from



counties that remained in persistent poverty by their
greater declines in poverty rates as much as by their
lower pre-decade poverty rates (table 2). Further, the neg-
ative association of poverty change with the poverty rate
at the beginning of the decade that had been strong in the
1960’s and 1970’s all but disappeared in the 1980’s.
Similarly, the association of change in per capita income
with pre-decade poverty rate weakened substantially.

Now, what is the spatial pattern of economic change in
rural areas in the early 1990’s? National-level Current
Population Survey data indicate that the nonmetro pover-
ty rate increased somewhat from 1989 to 1993, then
declined in 1994 to about the 1989 level. However, non-
metro real per capita income grew by over 6 percent from
1989 to 1994, and it grew more rapidly in counties with
higher 1989 poverty rates. The association was much
stronger than it was in the 1980’s and nearly as strong as
it was in the 1970’s. Taken in combination, this general
spatial pattern and the income changes in the high-pover-
ty counties outlined earlier suggest that recent spatial
trends in economic well-being resemble those of the
1960’s and 1970’s rather than those of the 1980’s, even
though overall rural poverty has not declined as it did in
the 1960’s and 1970’s. This provides grounds for at least
cautious optimism that poverty rates are falling in the
high- and persistent-poverty rural areas.

Table 2

Remote Agricultural Counties with Large Share of
Hispanics or Native Americans
More Likely to Experience Declining Income

Although most of the high-poverty counties appear to be
experiencing improving economic conditions, some con-
tinue to face serious economic challenges. To understand
these counties and their economic challenges better, |
focus attention in this final section on the 26 persistent-
poverty counties and 31 new high-poverty counties in
which real per capita income declined from 1989 to 1994.

The high-poverty counties that experienced declining per
capita income during 1989-94 do not fit the popular stereo-
type of rural regions in general decline. Population
declined during the period in only 10 of these counties
(out of a total of 57), and the decline was substantial in
only 4. Average population growth was 7.0 percent in the
persistent-poverty counties with declining per capita
income and 10.2 percent in the new high-poverty counties
with declining per capita income—population growth rates
well above the national nonmetro average of 4.2 percent.

Most, but not all, of the declining-income high- and per-
sistent-poverty counties have one or more of the follow-
ing characteristics:

Characteristics of nonmetro counties by persistent-poverty status over three decades
In the 1960’s and 1970’s, counties that escaped from persistent poverty differed from those that remained in persistent poverty primar-
ily in their lower poverty rates at the beginning of the decade; in the 1980’s, change in poverty rate during the decade was the more

important difference between the two categories of counties

County poverty characteristics 1959-69 1969-79 1979-89
Counties that remained in persistent-poverty status through the end of the decade:
Number of counties 1,295 652 542
Poverty rate at beginning of decade (percent) 49.3 37.0 27.6
Change in poverty rate during decade (percent) -17.9 -10.2 +1.5
Counties that escaped from persistent-poverty status during decade:
Number of counties 954 568 104
Poverty rate at beginning of decade (percent) 28.5 25.4 22.7
Change in poverty rate during decade (percent) -13.5 9.1 -4.9
Counties that were not in persistent-poverty status at beginning of decade:
Number of counties 427 1239 1727
Poverty rate at beginning of decade (percent) 16.0 14.0 13.6
Change in poverty rate during decade (percent) -4.7 -1.9 +1.2

Notes: All counties that were nonmetro at the beginning of each decade are included in the analysis for that decade; persistent-poverty counties are
those that had poverty rates of 20 percent or more in 1959 and in each succeeding decennial census up until the time of measurement.
Source: Calculated by ERS using data from the Bureau of the Census decennial censuses of population and housing, 1960, 1970, 1980, and 1990.
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(1) They are remote from urban centers

Of the 26 persistent-poverty counties with declining per
capita income, none includes an urban area with popula-
tion of 20,000 or more, and only 3 are adjacent to metro-
politan counties. More than half are fully rural, with no
population center of 2,500 or more persons. The new
high-poverty counties with declining per capita income
are less remote than the persistent-poverty counties but
are, nonetheless, disproportionately remote compared
with nonmetro counties in general. In contrast, the high-
poverty counties with per capita income growth higher
than the national nonmetro mean were distributed across
the rural-urban continuum similarly to all nonmetro
counties.

(2) They have a high proportion of Hispanics and Native
Americans

In about two-thirds of all persistent-poverty counties, a
majority of the poor are either Black, Hispanic, or Native
American. The declining-income persistent-poverty coun-
ties include a disproportionate share of counties in which
Hispanics or Native Americans predominate, but relative-
ly few counties in which Blacks predominate. Among the
persistent-poverty counties, predominantly Hispanic
counties comprise 34.6 percent of those with declining
income but only 12.6 percent of those with increasing
income; predominantly Native American counties com-
prise 11.5 percent of those with declining income but only
5.9 percent of those with increasing income; while pre-
dominantly Black counties comprise 23.1 percent of those
with declining income, compared with 47.9 percent of
those with increasing income. Among the new high-
poverty counties with declining per capita income, the
predominance of Hispanics and Native Americans also is
notable, although somewhat less so than in the persistent-
poverty counties. In about one-third of these counties (10
out of 31), Hispanics or Native Americans make up 40
percent or more of the poor, whereas only 1 county has a
similarly high proportion of Blacks among its poor.

In spite of the predominance of Hispanic counties in the
high-poverty, declining-income categories, only four of
these counties recorded substantial rates of international
inmigration. Just two persistent-poverty counties and
two new high-poverty counties had 4-year international
inmigration rates in excess of 3 percent.

(3) They have high rates of net natural increase (excess of
births over deaths)

A high rate of natural increase, with the resulting large
young population, tends to lower per capita income. It is
not surprising, then, to find that many of the persistent-
poverty counties with declining per capita income had
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high rates of natural increase. Over 1990-94, the aggre-
gate nonmetro rate of natural increase was 1.6 percent. In
the persistent-poverty counties with declining per capita
income, the rate was 2.1 percent, and in the new high-
poverty counties with declining per capita income it was
3.2 percent. In 12 of the 26 persistent-poverty counties
with declining per capita income, the rate of natural
increase exceeded twice the nonmetro average, and this
was true in 12 of the 31 new high-poverty counties with
declining per capita income. Most of these very high nat-
ural-increase counties (18 of 24) had predominantly
Hispanic or Native American populations.

(4) They are disproportionately agricultural

Many, though by no means all, of the high-poverty,
declining-income counties had higher proportions of their
workforce employed in agriculture, forestry, and fisheries
than did the average nonmetro county. This is not sur-
prising because these sectors employ a disproportionate
share of persons with relatively low levels of education
and work experience, and wage rates are generally low in
these sectors. In the average nonmetro county in 1990,
10.8 percent of employment was in the agriculture,
forestry, and fisheries sectors. In 62 percent of the persis-
tent-poverty counties with declining per capita income,
the employment share in agriculture, forestry, and fish-
eries exceeded the nonmetro average, and 31 percent had
employment shares in that sector higher than twice the
national nonmetro average. The corresponding propor-
tions were similar in the new high-poverty counties with
declining per capita income.

For the persistent-poverty counties with the highest rates
of per capita income decline, the four characteristics
described above predominate and coincide. Of the 10
persistent-poverty counties with the most precipitous
income declines, all 10 had net natural increase rates high-
er than twice the national nonmetro mean, all 10 had
Hispanic or Native American population shares among
the poor in excess of 35 percent (8 in excess of 50 percent),
and 9 had employment shares in agriculture, forestry, and
fisheries higher than the national nonmetro mean.

Characteristics commonly adduced to explain declines in
household economic well-being provide only a partial
explanation of the declining per capita income in the
high-poverty, declining-income counties. Nearly half of
the counties had neither very high rates of net natural
increase, nor very high shares of employment in agricul-
ture, forestry, and fisheries, nor substantial population
decline, nor substantial international inmigration. The
income decline in many of these counties may well be
associated with characteristics, events, or processes (or
measurement errors) more or less unique to the county,
and not consistent with a general pattern.



Increasing Per Capita Income Does Not
Always Mean Declining Poverty

| have been cautious in inferring that increasing per capita
income has translated into declining poverty rates. County
poverty rates depend on family structure and on the distrib-
ution of income among families as well as on average
income. Further, not all income recorded by the Bureau of
Economic Analysis (BEA) is included in the income used to
calculate poverty rates. In particular, part of government
outlays for medicare, medicaid, and food stamps are
included in BEA income, but not in poverty income.

During the decade from 1979 to 1989, the last period for
which we have reliable county poverty data, the nonmetro
poverty rate increased 1.3 percentage points in spite of an
increase in real per capita income of 11.3 percent. For the
period under study here, 1989-94, county-level poverty
data are not available, but national nonmetro poverty statis-
tics from the Current Population Survey indicate that the
nonmetro poverty rate increased 0.7 percentage points
from 1989 to 1994. During the same period, nonmetro per
capita income, based on the the BEA data, increased 6.15
percent. Only part of this disparity reflects an increase in
income inequality. Other factors include:

Q) Poverty thresholds are adjusted by the Census
Bureau using the consumer price index, whereas |
have used the personal consumption expenditure
index to adjust for inflation in calculating per capita
income growth (see box on Data and Methods).
Using the CPI to adjust for per capita income
growth would lower the 1979-89 per capita income
growth rates by about 2.2 percentage points and
those for 1989-94 by about 0.5 percentage points.

) Government transfers for medicare, medicaid, and
food stamps increased as a proportion of total
income. These are included in income as report-
ed by BEA, but are not included as income in cal-
culating the poverty rate.

3) Average household size decreased from 2.8 per-
sons in 1979 to 2.6 persons in 1989. From 1989
to 1994 it remained about constant at 2.6 persons.
Because of assumed economies of scale, more
income is required to keep the same number of
persons above the poverty line if they are in small-
er households.

For these reasons, | have not assumed that poverty rates
have gone down in all counties with increasing income.
Nevertheless, in the counties with income growth much
higher than the national nonmetro mean, it is likely that
poverty is, in fact, declining. On the other hand, the nation-
al-level associations of poverty change and income change
are grounds for concern that poverty rates may be increas-
ing substantially in those counties with declining per capita
income, even in counties where the decline is not large.
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Data and Methods

Income and population data for 1969, 1979, 1989, and
1994 are from the Bureau of Economic Analysis Regional
Economic Information System 1969-94 Personal Income
File. Income statistics were adjusted for inflation to 1994
dollars using the personal consumption expenditure (PCE)
index. The PCE index handles housing costs somewhat
differently than does the more familiar consumer price
index (CPI), and yields slightly lower inflation estimates,
especially for periods prior to 1990. The CPI has been criti-
cized recently for overstating inflation in cost of living, and
the PCE is less problematic in this regard. Poverty data
are from the decennial censuses of 1960, 1970, 1980, and
1990. These data refer to poverty status in the calendar
year prior to the respective census, thus 1959, 1969, 1979,
and 1989. Natural increase rates and international inmigra-
tion rates for July 1990-July 1994 are based on the U.S.
Bureau of the Census Population estimates 1990-95 data
file. These are 4-year rates since 1989-90 data were not
on that file. Data to calculate the proportion of employment
in agriculture, forestry, and fisheries are from the Bureau of
the Census Summary Tape File 3C, 1990.

Virginia independent cities were combined with their sur-
rounding counties, and a small number of counties in other
States were combined with neighboring counties to provide
consistent units among the three data sources and among
the years of analysis. All data were aggregated within the
multicounty units.
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Karen S. Hamrick

Rural Labor Markets Often Lead Urban
Markets In Recessions and Expansions

Rural labor markets respond quickly to business cycle movements,
and appear to show signs of recession and expansion before urban
labor markets. The rural and urban unemployment rates, on the
other hand, show about the same degree of response to changes in
gross domestic product. Some rural labor market groups—part-
time for economic reasons workers and discouraged workers—
respond less to business cycle movements, so that an expansion is
less likely to benefit these individuals than those in urban areas.

perity and population growth. Rural areas did not fare

as well in the 1980’s, and the 1980 and 1981-82 reces-
sions appear to have hit rural areas harder than urban
areas. The rural unemployment rate reached a high of
10.9 percent at the end of 1982, and did not decline to its
prerecessionary level until 1988 (fig. 1). With the reces-
sion of 1990-91, some analysts expected that the rural
unemployment rate would again soar above the urban
rate. Instead, while both urban and rural areas were
affected by the recession, the rural unemployment rate
rose less and declined more rapidly after the recession
than did the urban rate. In 1991, the rural unemployment
rate dropped below the urban rate. Rural economic
improvement is thought to be largely responsible for the
net inflow of population to nonmetro counties in the first
half of the 1990’s.

I n the 1970’s, rural areas experienced economic pros-

This article analyzes the response of the rural labor mar-
ket over the course of the business cycle. It uses the
National Bureau of Economic Research dates for business
cycle peaks—the end of the expansion and the beginning
of recession—and troughs—the last period of recession
and the beginning of expansion. Business cycle contrac-
tions—the recessions—are of particular interest, especially
the last two recessions. Why was the rural labor market
experience different after the recession of 1990-91 than

Karen Hamrick is an economist in the Food Assistance, Poverty and
Well Being Branch, Food and Rural Economics Division, ERS.
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after the recessions of 1980-82? Was the observed phe-
nomenon a normal part of the business cycle, or was
something else causing the high rural unemployment of
the mid-1980’s? Is the rural labor market more or less sen-
sitive to the business cycle than the urban labor market?

Four Important Indicators Measure Labor
Market Health

This article examines four labor market measures that can
be analyzed specifically for nonmetro areas: unemploy-
ment rate, employment level, underemployment rate, and
part-time for economic reasons rate. The unemployment
rate is one of the aggregated indicators often used to char-
acterize the economy. The unemployment rate and the
employment level are considered coincident indicators;
that is, they move in sync with the business cycle.

One leading indicator of a recession is average workweek
length in the manufacturing sector. This is a leading indi-
cator because employers frequently adjust current
employees’ workweek hours before they hire new work-
ers or layoff employees. At the beginning of an expan-
sion, employers may lengthen the workweek before they
incur the cost of hiring new employees. The category
part-time for economic reasons serves as a proxy to aver-
age workweek. In a recession, employers may cut
employees’ hours from full-time to part-time in order to
avoid laying anyone off.
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The underemployment rate is of interest because non-
metro areas have disproportionately more underem-
ployed individuals. The underemployment rate measures
labor market distress better than the unemployment rate.
For our purposes, underemployment includes only (1) the
group part-time for economic reasons (PTE) workers, who
wish to work full-time but only part-time work is avail-
able, and hence are underemployed by low hours of
work; and (2) the group of discouraged workers, those
who are out of work and available for work, but are no
longer looking for a job because they believe none are
available. These workers are not counted as in the labor
force or as unemployed. PTE and discouraged workers
were analyzed separately from the unemployed in order
to see if the observed labor market behavior of these
groups differs from the unemployed.

These four indicators were observed for the last three reces-
sions. As might be expected, employment levels increased
before recessions (except for nonmetro areas before the
1990-91 recession), decreased during the recession, and
increased in the post-recession period. Unemployment and
underemployment rates increased during recessions and
declined afterwards in expansions. The PTE rate behaved
like a leading indicator; that is, it increased before each
recession. Perhaps employers cut employees’ hours from
full-time to part-time as orders started to level off or
decline, which may have occurred before the national econ-
omy reached the business cycle peak.

Figure 1

Nonmetro and metro unemployment rate, 1973-93
Nonmetro unemployment rate was greater than the metro
rate during the 1980's

Percent
12
9,,
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1973 78 83 88 93
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Nonmetro

Source: Calculated by ERS using data from the Current Population
Survey, Bureau of Labor Statistics, U.S. Department of Labor.
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Nonmetro Labor Market Often Takes the Lead in
Business Cycle Movements

Nonmetro areas appear to lead metro areas both into and
out of recessions. Nonmetro labor market behavior was
quicker or stronger than metro behavior in most cases
during the last three business cycles at the various phases
of the cycle for the four indicators discussed above.

To illustrate, nonmetro employment growth led or
matched metro in the last three expansions. By indexing
employment levels, metro and nonmetro employment
growth can be easily compared. Also included in the
comparison is the U.S. average over the last 8 business
cycles—the post-World War 1l (WWII) experience—which
is a standard comparison when looking at business cycles.
After the recession of 1973-75, nonmetro employment
growth surpassed metro and the U.S. post-WW]I average
during the first 2 years of the expansion (fig. 2). Indeed,
nonmetro employment growth was just under 8 percent
over 1975-77, compared with the 4-percent growth of
metro areas and the U.S. post-WWII average. In the first 2
years of the expansion following the 1980-82 recessions,
nonmetro areas matched metro areas in terms of employ-
ment growth, about 7 percent, and both did better than
the U.S. post-WWII average (fig. 3). After the last reces-
sion, neither metro areas nor nonmetro areas were able to
generate enough jobs to match the U.S. post-WW!II aver-
age experience. However, nonmetro areas did increase
employment by about 4 percent over the first 2 years of
the expansion while metro employment levels were stag-
nant (fig. 4).

Although national labor series data tends to be coincident
to or lag business cycle movements, nonmetro labor series
may be a leading indicator for metro, and consequently
U.S., labor market behavior. Why would the nonmetro
labor market respond more quickly to business cycle
movements than the metro labor market? Probably
because nonmetro areas have disproportionately more
people employed in the goods-producing industries—
agriculture, mining, manufacturing, and construction. For
nonmetro areas in 1993, about 32 percent of the labor
force was employed in the goods-producing sector, versus
about 18 percent for metro areas. Similarly, a larger share
of the nonmetro labor force was in occupations that
would be expected to be more sensitive to business cycle
movements. In 1993, about 54 percent of the nonmetro
labor force was in service; agricultural; precision produc-
tion, craft, and repair; or operators, fabricator, and laborer
occupations. This compares with only 39 percent in the
metro labor force. These are occupations where employ-
ees are likely to be paid hourly wages rather than salaries,
and employees typically incur reductions in hours or lay-
offs when demand is slack. Consequently, nonmetro
labor statistics form a composite of leading industries and
occupations.
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Figure 2
Index of employment over the first 2 years
of the expansion following the 1973-75 recession

Nonmetro employment growth surpassed metro,
attaining almost 8-percent growth in the first 2 years
of the expansion
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Source: Calculated by ERS using data from the Current Population
Survey, Bureau of Labor Statistics, U.S. Department of Labor.

Figure 3
Index of employment over the first 2 years of the
expansion following the 1980-82 recessions

Nonmetro employment growth matched that of metro
in the first 2 years of the expansion
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Source: Calculated by ERS using data from the Current Population
Survey, Bureau of Labor Statistics, U.S. Department of Labor.
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Figure 4
Index of employment over the first 2 years of the
expansion following the 1990-91 recession

Nonmetro growth was about 4 percent after the first 2
years of the expansion, while metro employment grew little
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Source: Calculated by ERS using data from the Current Population
Survey, Bureau of Labor Statistics, U.S. Department of Labor.

After a Quick Start, Rural Recovery in the 1980’s Was
Slowed by the Rising Dollar and High Interest Rates

If the nonmetro labor market responds so quickly to the
business cycle, why did the nonmetro unemployment rate
remain at about 8 percent for so long during the expan-
sion of the 1980’s? One explanation is found by looking
at the exchange rate. The nonmetro labor market is more
sensitive to exchange rate movements and appears more
export-dependent than metro areas. Figure 5 shows the
nonmetro unemployment rate against the exchange rate
as measured by the Federal Reserve Board’s index of the
value of the U.S. dollar (nominal). As the nonmetro
unemployment rate was declining, the value of the dollar
increased and peaked in the first quarter of 1985. When
the dollar attained its highest values, the nonmetro unem-
ployment rate still remained around 8 percent. In 1986,
six quarters after the value of the dollar fell, the nonmetro
unemployment rate started to decline again. This lag is
expected because the effect of a change in the exchange
rate is not felt immediately. An exchange rate movement
takes about 2 years to fully work its way through the
rural economy, although most of the effect occurs within
12 to 18 months. Therefore, the rising value of the U.S.
dollar from 1982 to 1984, and the declining, but still high,
U.S. dollar value through 1986 helped keep the nonmetro
unemployment rate high relative to the metro rate until
1988.
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A second possible explanation for the nonmetro unem-
ployment rate remaining at a high 8 percent during an
expansion is that the credit crunch of the early 1980’s
affected nonmetro areas disproportionately more than
metro areas. In particular, the tight credit markets were
an important contributing factor to the depressed farm-
land values seen in the early- to mid-1980’s. Before the
third quarter of 1985, the nonmetro unemployment rate
was more sensitive than the metro unemployment rate to
the real prime interest rate. Figure 6 shows the real prime
rate and the nonmetro unemployment rate, and indeed,
the real prime was fairly high during the nonmetro unem-
ployment rate’s plateau.

Metro and Nonmetro Unemployment Rates Show
Similar Response to Changes in the GDP

Unlike the timing of business cycle responses, the degree
of response in unemployment rates is similar in metro
and nonmetro areas. To understand why this is so, it is
first necessary to look at what makes the unemployment
rate change. The unemployment rate moves over the
business cycle as employment increases during an expan-
sion and decreases in a recession. Additionally, the unem-
ployment rate changes as individuals move into and out of
the labor force. In a recession, some individuals may want
jobs, but believing no jobs are available, stop searching for
a job; hence, they are no longer counted as part of the
labor force. They are classified as discouraged workers.
When the economy picks up and employers start hiring
again, many of these people will rejoin the labor force by
searching for a job. The initial surge in the unemployment
rate at the beginning of an expansion is due to this phe-
nomenon—more people in the labor force—and is consid-
ered a sign of workers’ confidence in the labor market.

The cyclical movement of the unemployment rate is due,
then, to two factors: employment changes and labor force
participation changes. Understanding how much of the
cyclical variation is due to each is useful in understanding
the dynamic of the labor market.

An analysis of labor market behavior over the last three
business cycles (1973-93) found that a 1-percentage point
increase in real Gross Domestic Product (GDP) (1992 dol-
lars) increased the nonmetro employment rate—the per-
centage of the labor force employed—by 1.61 percent (see
table 1). The employment rate is the mirror of the unem-
ployment rate since the number of workers employed
plus those unemployed equals the total labor force. The
response is about the same when looking at the earlier
years versus the more recent years. The metro response is
about the same as the nonmetro response.

For the 1985-93 period, with an average 93.2 percent of

the nonmetro labor force employed, a 1-percentage-point
increase in GDP increased the employment rate by 1.72
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percent, to 94.8 percent. Since the number employed plus
the number unemployed equal the total labor force, the
unemployment rate is derived by subtracting the employ-

Figure 5

Nonmetro unemployment rate and the value of the
dollar as measured by the exchange rate index
Nonmetro unemployment rate declined in 1986 following the
decline of the U.S. dollar
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Source: Current Population Survey, Bureau of Labor Statistics, U.S.
Department of Labor and the Federal Reserve Board.

Figure 6
Nonmetro unemployment rate and the real prime rate

The high real prime rate of the mid-1980's may have kept the
nonmetro unemployment rate high
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U.S. Department of Labor, and the Federal Reserve Board.
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ment rate from 100. Thus, the result of a 1-percentage-
point increase in GDP is a lowering of the nonmetro
unemployment rate from 6.8 percent to 5.2 percent, a con-
siderable improvement.

The nonmetro labor force participation rate was found to
increase by about 0.66 percent as a result of a 1-percent-
age-point increase in GDP for the entire period. This
response is about the same for the earlier years as for the
more recent years. For the more recent period, a 1-per-
centage-point increase in GDP increased the nonmetro
labor force participation rate from an average of 62.6 per-
cent to 63.0 percent. This represents an increase of about
167,000 people joining or rejoining the nonmetro labor
force due to improved economic conditions.

The cyclical response of the employment/unemployment
rate was consistently larger than that of the labor force
participation rate. This is as expected since a change in
aggregate demand would be expected to result mainly in
a change in employment.

Nonmetro Underemployment Benefits Less from an
Expansion Than Metro Underemployment

During a cyclical downturn, the involuntary part-time
work force (referred to as part-time for economic reasons,
or PTE) usually increases, as employers cut back on hours
instead of, or in addition to, laying off workers. The num-
ber of discouraged workers (those who want jobs but
believe none are available, and have quit looking) also
grows in a slack labor market.

The cyclical response for PTE and discouraged workers
was analyzed by looking at movement in the unemploy-
ment rate (See table 2). The nonmetro estimates are small-
er than the metro estimates, indicating less of a response
to aggregate demand movements. An expansion would

Table 1

then be expected to benefit the PTE and discouraged
worker groups in metro areas more than in nonmetro
areas. Consequently, nonmetro areas would see less of a
reduction in these underemployment groups than metro
areas.

A decrease in aggregate demand that results in a 1-per-
centage-point increase in the nonmetro unemployment
rate raised the level of part-time for economic reasons rel-
ative to the labor force by an estimated 7.57 percent for
the 1985-93 period. With an average of 1,485,200 PTE in
nonmetro areas, this translated into an increase of 112,400
people “bumped” from full-time work to part-time work.
Therefore, in an economic downturn, not only does the
unemployment rate increase, but the number of individu-
als underemployed, as measured by PTE, increases as
well. Likewise, a 1-percentage-point increase in the non-
metro unemployment rate would bring about an expected
increase of 14.31 percent in the discouraged worker share
of the nonmetro labor force. With an average of 300,500
nonmetro discouraged workers in the 1985-93 period, this
would represent an increase of about 43,000 individuals
who wanted a job but stopped looking because they
believed no job was available.

Rural Labor Market Behavior Has Implications
for Policy

The nonmetro labor market leads metro areas in respond-
ing quickly to business cycle movements. Indeed, the
nonmetro labor series may be a leading indicator for the
metro labor series. At the onset of a recession, nonmetro
areas can expect to see the unemployment rate rise more
rapidly than that of metro areas. On the up side, during
an expansion, the nonmetro labor market situation would
be expected to improve more quickly than that of the
metro market.

Cyclical response of the labor force participation rate and the employment rate, using a 1-percentage-point

change in real GDP (1992 dollars)

Nonmetro response to changes in real GDP about the same as metro response

Labor force

Time period participation rate Employment rate
Nonmetro:
1973-93 0.66 1.61
1973-85 0.62 1.77
1985-93 0.69 1.72
Metro:
1973-93 0.49 1.57
1973-85 0.46 1.70
1985-93 0.16 1.38

Note: In 1983, the classification of counties as nonmetropolitan was changed by the U.S. Office of Management and Budget as a result of the 1980
census. The reclassification was incorporated into the Current Population Survey data starting in the third quarter of 1985.

Source: Estimates made from Current Population Survey data.

Rural Development Perspectives, vol. 12, no. 3

15



Table 2

Estimates of how much a 1-percentage point change to the unemployment rate affected the rate of

underemployment

Nonmetro PTE and discouraged workers benefited less from an expansion than corresponding metro workers

PTE as a Discouraged workers
share of as a share of
Time period labor force labor force
Nonmetro:
1973-93 8.07 14.98
1973-85 7.68 12.79
1985-93 7.57 14.31
Metro:
1973-93 9.21 15.10
1973-85 8.94 14.64
1985-93 10.86 15.38

Note: In 1983, the classification of counties as nonmetropolitan was changed by the U.S. Office of Management and Budget as a result of the 1980
census. The reclassification was incorporated into the Current Population Survey data starting in the third quarter of 1985.

Source: Estimates made from Current Population Survey data.

The nonmetro experience of the 1980’s—the high unem-
ployment rates though the expansion—was a result of the
particular financial market conditions of the mid-1980’s—
the high value of the dollar and high interest rates—and
not a business cycle phenomenon. Likewise, the financial
market situation was more favorable for nonmetro areas
in the early 1990’s, with a low valued dollar and strong
exports, so they were not hit as hard as metro areas in this
last recession. However, there does not appear to be any-
thing inherent in business cycle movements that affects
nonmetro areas in either a negative or a beneficial way.
There was some concern in the early 1990’s that nonmetro
areas would be affected more by the recession because of
the previous recession experience.

Although nonmetro areas respond faster to business
cycles movements, the nonmetro unemployment rate is
about equally responsive to changes in aggregate
demand—gross domestic product—as the metro unem-
ployment rate. This means that an increase in aggregate
demand will decrease the nonmetro unemployment rate
by about the same percentage as the metro rate. This
result accounts for both the increase in employment and
increase in the labor force that occurs as individuals join
or rejoin the labor force by searching for a job at a time of
increased optimism in the economy. The importance of
this result is that general macroeconomic policies, such as
deficit spending that does not result in increased interest
rates, or increasing the rate or growth of the money sup-
ply, cannot be expected to affect metro and nonmetro
employment or unemployment differently. Nonmetro
areas would be expected to see the benefits of a reduced
unemployment rate as a result of an expansionary fiscal
or monetary policy just as metro areas would.

Finally, some underemployed nonmetro groups are less
responsive to business cycles movements than the corre-
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sponding metro groups. These groups are part-time for
economic reasons workers and discouraged workers.
Labor market distress is more persistent for these groups.
They would see less of a benefit during an expansion than
the same groups in metro areas. Therefore, macroeco-
nomic policies would be less effective in reducing non-
metro underemployment than policies targeted to regions
or to particular demographic or income groups.
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Data and Methodology

Labor force data used are from the Current Population Survey (CPS). The CPS is a monthly survey of households, which is con-
ducted by the Bureau of the Census for the U.S. Department of Labor (DOL). Labor force information collected is based on
respondents’ work activity during 1 week each month. The CPS is monthly; however the metro/nonmetro data are quarterly, cov-
ering the period from 1973 to 1993.

The labor force is, by definition, the sum of the employed and the unemployed. The unemployment rate used here corresponds
to the DOL Bureau of Labor Statistics (BLS) official unemployment rate: the total unemployed as a percent of the civilian labor
force.

The group part-time for economic reasons (PTE) are workers who wish to work full-time where only part-time work is available.
Although these workers are counted as employed, they are partially unemployed, or more accurately underemployed, since they
are working fewer hours than they wish. Employers frequently cut back on workers’ hours when general economic conditions are
unfavorable. This group is to be distinguished from part-time workers, who are working part-time by choice. One-half of PTE
workers was used in order to calculate a full-time equivalent measure of unemployment.

Discouraged workers are those who desire a job, believe that none are available, and thus have quit job hunting. Since, at the
time of the survey, they had not looked for a job during the previous 4 weeks, they are not counted as part of the labor force and
so are not classified as unemployed.

BLS does not seasonally adjust the CPS data. The U.S. Department of Agriculture seasonally adjusts the data using the multi-
plicative X-11 ARIMA method. The nonmetro series appear to be more seasonal than the metro or the total U.S. series, partly
due to the agriculture industry, but also because of recreational areas in nonmetro counties.

In the text, “nonmetro” and “metro” are used interchangeably with “rural” and “urban.” Metro areas are defined by the Office of
Management and Budget as core counties containing a city of 50,000 or more people or an urbanized population of at least
50,000 with a total area population of at least 100,000. Additional contiguous counties are included in the Metropolitan Statistical
Area if they are economically and socially integrated with the core county. Nonmetro areas are counties outside metro area
boundaries. In 1983, the classification of counties as nonmetropolitan was changed by the U.S. Office of Management and
Budget as a result of the 1980 census. The reclassification was incorporated into the CPS data starting in the third quarter of
1985. The reclassification reduced the nonmetro labor force by about 30 percent as 149 counties changed from nonmetro to
metro status. (Forty-eight counties changed from metro to nonmetro at that time.) This large change in counties’ classification
was due to both population movements in the 1970’s and a change in the metro definition. Since county-level CPS data are not
available, constructing a series using a consistent nonmetro definition is not possible.

The National Bureau of Economic Research (NBER) dated business cycle peaks—the end of the expansion and the beginning of
recession—and troughs—the last period of recession and the beginning of expansion. NBER identifies the recessions since
1973 as the fourth quarter of 1973 to the third quarter of 1975, the first quarter of 1980 to the third quarter of 1980, the third
quarter of 1981 to the fourth quarter of 1982, and the third quarter of 1990 to the first quarter of 1991. However, here the 1980-
82 recessions will be counted as one recessionary period. A good definition of business cycle is the Burns and Mitchell one:

Business cycles are a type of fluctuation found in the aggregate economic activity of nations that organize their work mainly
in business enterprises: a cycle consists of expansions occurring at about the same time in many economic activities, fol-
lowed by similarly general recessions, contractions, and revivals which merge into the expansion phase of the next cycle; this
sequence of changes is recurrent but not periodic; in duration business cycles vary from more than one year to ten or twelve
years; they are not divisible into shorter cycles of similar character with amplitudes approximating their own. (Belongia and
Garfinkel.)

Descriptive analysis was done to analyze the timing of the metro/nonmetro labor market response to business cycle movements.
Each series was analyzed at all phases of the business cycle. The methodology used follows Perry and Schultz and standard
practice in the business cycle literature.

For estimating the cyclical response of employment and the labor force participation rate, the methodology follows that of
Summers. The cyclical movement of the unemployment rate is decomposed into the movement of employment and the labor
force movement. Ordinary least squares (OLS) regressions were run on the resulting equations, using the Cochrane-Orcultt first-
order autocorrelation correction. Gross domestic product was used as a measure of aggregate demand. In addition, the seem-
ingly unrelated regression estimation technique was used. Estimates were also done using the unemployment rate of males
aged 35-44 as a proxy for aggregate demand. These estimates on GDP are presented here.

For the cyclical responses of part-time for economic reasons and discouraged workers, OLS regressions were run using the
unemployment rate as a measure of aggregate demand. The metro unemployment rate was used for the metro estimates; the
nonmetro rate was used for the nonmetro estimates. The Cochrane-Orcultt first-order autocorrelation correction was used.
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Robert M. Gibbs and G. Andrew Bernat, Jr.

Rural Industry Clusters Raise
Local Earnings

Industry clusters have become a popular strategy for rural econom-
ic development, yet their benefits to the local areas have not been
fully examined. Labor is expected to be more productive within
clusters, which should translate into higher wages. Our analysis
confirms this, showing that workers’ earnings in rural industry
clusters are about 13 percent higher than those of comparable
workers outside clusters. The wage boost is similar for workers

regardless of age or education level.

1980’s led economic development experts to search

for new ways to stimulate local growth. One
promising avenue for development was to encourage the
location and expansion of business establishments that are
linked by their interdependence as customer and supplier,
or by their use of common local resources. Such spatial
concentrations of activity, or industry clusters, were
expected to raise productivity for all establishments in the
cluster, thus encouraging other firms to locate there, and
raising local income.

The poor performance of the rural economy in the

The idea that spatial clustering can raise the productivity
of establishments is hardly new, having its antecedents in
economic writings over a century ago. Not surprisingly,
clusters have traditionally been equated with cities, as
cities are by nature relatively large clusters of economic
activity. Yet clusters can also benefit rural economies.
Although prospects for the rural economy as a whole
have improved significantly since the 1980’s, competition
for new firms among many local areas remains keen. The
industry cluster appears to be a durable component in the
development specialist’s arsenal.

Robert Gibbs is a regional economist in the Food Assistance, Poverty
and Well Being Branch of the Food and Rural Economics Division, ERS.
G. Andrew Bernat, Jr., is chief of the Analysis Branch, Bureau of
Economic Analysis, U.S. Department of Commerce.
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Some of the local area benefits from industry clusters
have been measured, but the potential effect of raising
workers’ earnings has gone relatively unexamined. In
this article, we report findings from an analysis of manu-
facturing establishments showing that workers in rural
industry clusters earn about 13 percent more, on average,
than other rural workers with the same education and
experience. The boost from cluster employment appears
to be about the same in rural and urban areas, once indus-
try mix is taken into account. And although one might
think that the best educated and most highly skilled
workers should benefit the most, we find that the wage
premium from cluster employment is about the same
regardless of age or education level. This is good news
for less educated and younger rural workers in a period
of rising wage inequality in the United States.

We will first describe in greater detail what industry clus-
ters are, and why they are a desirable development strate-
gy. Next, we introduce our method for identifying clus-
ters and for measuring their effects on workers’ earnings.
Finally, we present the results of our analyses of earnings
in both rural and urban labor markets and discuss the
implications of our findings for the success of rural devel-
opment efforts.

What Is an Industry Cluster?

A variety of definitions for industry clusters has been
used, partly because there are several kinds of clustering
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and partly because the characteristics associated with
clusters are often difficult to measure. We define industry
cluster as a group of establishments located within close
geographic proximity of one another, which either share a
common set of input needs, or rely on each other as sup-
plier or customer.

Clusters may be as simple as a collection of manufactur-
ing plants that locate in an area to take advantage of nat-
ural resources, or to be near a large market or labor pool.
In these cases, transportation costs or labor costs to these
firms will be lower than if they were located elsewhere.
But the classic industry cluster implies a more sophisticat-
ed relationship among establishments. For example, the
production of computer components may require a wide
variety of specialized parts. As the specifications and
characteristics of its products change, the factory will
need a different set of material inputs. The more quickly
these newly designed inputs can be acquired, the more
quickly new components can be produced and the more
competitive the factory will be in national and interna-
tional markets. A factory that is located near its principal
suppliers will be able to obtain redesigned parts more
quickly, as engineers from the computer component facto-
ry and the input suppliers work closely together on the
new designs. A similar, but isolated, factory would have
much more difficulty acquiring inputs to meet its chang-
ing needs. The increase in the variety and availability of
inputs and the reduction in their costs reflect external
economies of scale. Once a group of establishments begins
to rely on one another in this manner, and input costs fall,
these clusters attract additional firms, and the process
becomes self-sustaining.

Defined in this manner, clusters imply a mix of industries
linked together both geographically and functionally. An
important subset of clusters, though, is identified primari-
ly as a cluster of similar establishments that draw upon
common suppliers. Sometimes called sectoral clusters
because they consist mostly of one industrial sector, these
groups are probably much more common in rural areas
than the broader, more complex type of cluster. Several
clusters of this type have become well-known in the rural
development literature, including the carpet industry in
northwest Georgia, furniture manufacturing in the
Piedmont region of North Carolina and Tupelo,
Mississippi, and manufactured housing in Indiana.

The size of the area within a cluster depends on the type
of cluster under consideration. A typical assumption is
that suppliers and customers can communicate with each
other face-to-face on a regular basis, and that goods can
move quickly from one to the other on short notice. Some
clusters may cover several counties, as in the North
Carolina furniture cluster, while others can be contained
wholly within a single town, as was true for many years
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with the cluster of carpet-making establishments in
Dalton, Georgia.

Manufacturing Clusters Are Well-Distributed Across
Rural America

In this article, we focus our attention on sectoral clusters
among manufacturing establishments. Services may
sometimes form clusters in and of themselves, as in the
clustering of the insurance industry in Hartford,
Connecticut, or banking in New York and San Francisco.
Most service industries, however, serve either consumers
directly or as input suppliers to goods production.
Service clusters are also less common in rural areas and
less important to the rural economy.

Our method for identifying clusters for each industry sep-
arates counties into four groups: (1) counties without
establishments in a given industry, (2) those with non-
clustered establishments, (3) peripheral counties of clus-
ters, and (4) central counties in clusters, those with the
highest concentration of establishments relative to their
neighbors (see “How We Identify Industry Clusters” for
more information). Our analysis of industry clusters
includes all counties in the last two groups, unless other-
wise noted. Using a classification of industries based on
two-digit SIC codes (with slight alterations), we found
that all of the 18 resulting manufacturing industries have
clusters that include nonmetro counties. The heaviest inci-
dence of rural clustering appears in the Northwest
(including much of Idaho), the industrial Northeast and
Great Lakes regions, and the Southeast. With a few
exceptions, clustering is noticeably absent from much of
the Great Plains and the Rocky Mountain States, as well
as scattered pockets in the East (fig. 1). For mapping pur-
poses, areas without establishments are combined with
areas containing nonclustered establishments.

Every industry had at least one cluster center in a non-
metro county, with printing and publishing having exact-
ly one nonmetro center, and lumber and wood products
having the most at 183 (table 1). A large proportion of all
nonmetro counties are included in at least one cluster.
Lumber and wood product clusters include 848 nonmetro
counties, for instance, and over 300 nonmetro counties
form parts of the stone, clay, and glass clusters.

The importance of industry clusters in the rural economy
is also evident by comparing the number of establish-
ments in clusters with the number of counties. In most
manufacturing industries (15 of the 18 we studied), at
least one-third of establishments are located in clusters,
and the average share of an industry’s establishments in
clusters is 48 percent. Yet, clusters typically comprise just
26 percent of the counties with establishments in that
industry. That is, a large proportion of establishments are
clustered, but these clusters include a relatively small pro-
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How We Identify Industry Clusters

The local Moran statistic measures whether the “neighboring” counties of a county with a high value of a particular variable have
either high or low values for that variable. Three steps are involved in calculating the local Moran.

First, a spatial weights matrix defining which counties are considered neighbors is constructed. The form of the spatial weights
matrix depends on the context. For this study, counties are considered neighbors if their centroids (the geographic centers) are
no more than 100 miles apart. This criterion was chosen because it is about as far as most round-trip truck deliveries occur.
According to the 1993 Commaodity Flow Survey, 41 percent of the value of single-mode truck shipments were to destinations of
99 miles or less.

Second, the values are expressed as deviations from the overall average. For example, if the overall average of the variable of
interest is 10, the deviation from the mean for a county with a value of 20 is 10, the deviation from the mean for a county with a
value of 5 is -5, and the deviation from the mean for a county with exactly the overall average is 0.

Third, the local Moran statistic is calculated for a given county by multiplying the county’s value, expressed as the deviation from
the mean, by the average of all neighboring counties, also expressed as a deviation from the mean. If a county and the average
of its neighbors are both either above-average values or below-average the local Moran for the county will be positive. In con-
trast, the local Moran will be negative if the deviation from the mean for the county and for its neighbors have opposite signs.

For example, if the county has an above-average value and the average of its neighbors is below-average, the local Moran will be
negative.

Fourth, the resulting local Moran statistic is compared to a critical value which indicates the largest (in absolute value) local
Moran that would be expected to occur simply by chance. In this study, a county with both an above-average value for the vari-
able and a local Moran that exceeds the critical value is considered to be a central county in a cluster. All neighboring counties,

as defined by the spatial weights matrix, are considered to be peripheral parts of the cluster.

portion of counties. This contrast is a mark of the degree
of geographic concentration present. Geographic concen-
tration varies by industry, but tends to be unrelated to the
degree of technological advance or demand for high-skill
labor.

These results challenge the view that clusters of industrial
activity are strictly an urban phenomenon. The majority
of national cluster employment is located in metro coun-
ties, as is true for employment overall. Yet industry clus-
ters and urbanization are clearly not synonymous.
Moreover, the range of manufacturing industries with
rural clusters, and their wide geographic coverage, sug-
gest that the clusters identified with our method are not
merely concentrations around sources of raw material or
low-wage labor. If indeed rural clusters behave as urban
clusters, dependent upon and sustaining external
economies of scale, then we may expect similar economic
benefits to flow to the local rural economy.

Why Should Wages Be Higher in Industry Clusters?

As we noted earlier, firms in clusters can lower produc-
tion costs and obtain access to specialized goods and ser-
vices. Another way of stating this is that output will be
higher for a given dollar amount of input—that is, estab-
lishments will be more productive. Higher productivity
will encourage additional plants to locate in the cluster, or
existing plants to expand, thereby raising employment
growth in the area.

Industry clusters may induce other positive changes in
the local economy, including changes in the local work-
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force. As the density of employment and the number of
employers rise, the division of labor and job specialization
increase as well. Many jobs will require more advanced
or specialized knowledge and may become more task-spe-
cific. Skill levels, in turn, will increase among the local
work force, and more specialized workers become more
proficient at their tasks. In addition, workers are more
likely to find a job whose requirements match their partic-
ular skills and abilities. Average wages in the local labor
market should rise both because of higher skill levels and
because those skills are being put to better use.

Along with increased specialization, ease of information
sharing also contributes to higher productivity in industry
clusters. Flows of high-value information among entre-
preneurs and workers in close physical proximity make
good job-skill matches easier because workers are more
aware of employment options. Information sharing, espe-
cially among more skilled workers, increases the transfer
of new skills and techniques and leads to faster rates of
“skill accumulation.” At least one recent study suggests
that the faster rate of human capital growth in areas of
concentrated economic activity is the key factor in
explaining higher labor productivity and higher wages in
clusters (Glaeser and Marég, 1994).

Industry Clusters Raise Local Earnings
Previous research has measured the effects of economic
concentration on raising wage rates and has tested com-
peting hypotheses about why higher wages are observed
(Rauch, 1993; Glaeser and Maré, 1994). Without excep-
tion, these studies equate cities with such concentration,
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Figure 1
Nonmetro manufacturing industry clusters

R Y e

Note: Industry clusters were not identified in Alaska and Hawaii.

Source: Calculated by ERS using data from County Business Patterns.

Nonmetro clusters are less common in the Great Plains and Rocky Mountains

Clusters:
Cluster center
Cluster periphery *
Non-cluster

Metro

even though many of the productivity-enhancing charac-
teristics of large urban labor markets are present in small-
er labor markets with sectoral clusters.

A critical difficulty in measuring the impact of sectoral
cluster employment on earnings is that clusters are often
associated with other characteristics of the local area. If
we simply compare wages in clusters to wages in hon-
clusters, then, we may overstate or understate the true
effect of sectoral clusters per se. For example, a portion of
the higher wages observed in cities can be explained by
higher costs, particularly land costs, associated with
urban living. Since industry clusters are correlated with
urbanization, we need to separate the effects of each on
wages to correctly measure the effects of sectoral cluster-
ing. Establishments are also larger, on average, where
they are clustered, and wage rates are higher in large
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plants due to higher unionization rates and higher output
per worker.

Since we want to measure the impact of cluster employ-
ment on individuals’ wages, we also want to hold con-
stant those personal characteristics that help determine
earnings. Key characteristics include education, experi-
ence, occupation, health status, gender, and ethnicity.
Finally, wages vary by region, and our analysis accounts
for residence by the four major Census regions. (See
“About the Data” for the way we constructed these vari-
ables in the econometric model.)

Using ordinary least squares regression analysis, we esti-
mated the additional wages received by those employed
in an industry cluster compared with workers who were
not, holding all other characteristics constant. At the
national level, when all 18 manufacturing industries are
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Table 1
Selected characteristics of rural industry clusters
All manufacturing industries have at least one cluster centered in a rural county

Counties Clusters as a share of Share of

Industry in clusters all counties with establishments establishments in clusters

Center Total Center Total Center Total

Number e Percent- - - - - - ---------

Food 10 227 0.7 14.9 10.0 38.3
Tobacco 12 13 63.2 68.4 87.8 92.2
Textiles and apparel 46 239 10.8 45.8 66.5 95.1
Lumber and wood 183 848 11.1 51.3 45.9 94.2
Furniture 3 146 4 18.7 5.2 33.0
Paper 6 157 1.2 32.0 11.4 51.1
Printing/publishing 1 207 0 10.1 3.8 27.1
Chemicals 4 149 .5 18.3 6.5 33.1
Petroleum refining 18 113 5.5 34.7 19.5 48.8
Rubber and plastics 10 215 1.1 23.8 12.8 47.7
Leather products 11 51 3.5 16.3 22.6 38.5
Stone, clay, and glass 14 319 9 20.2 9.7 42.7
Primary metals 13 163 2.3 28.3 15.7 49.1
Fabricated metal 4 208 3 16.5 8.2 41.6
Machinery and computing
equipment 2 213 1 13.1 6.1 35.7
Electronic equipment 2 115 3 15.0 6.9 34.4
Transportation equipment 7 162 8 17.7 11.1 37.8
Professional equipment 2 81 4 17.1 6.1 31.4

Source: Calculated by ERS using data from County Business Patterns.

considered together, the average cluster-employed worker Figure 2
earns about 7 percent more than other comparable work- Wage premiums in industry cluster employment
ers, holding other factors constant (fig. 2). Thus, indepen- The wage premium for workers in clusters is about twice as
dent of all other characteristics of the worker and his or high in more rural labor markets as in urban markets
her job, cluster employment raises worker earnings. The Percent
wage premium associated with cluster employment
exceeds even that of urbanization. 15 13
Earnings Are Higher in More Rural Labor Markets 111
We might expect the wage benefits of cluster employment 10-
to differ significantly in rural and urban labor markets for 21
several reasons. Probably the most important reason is - 6.2
that cluster effects in urban markets are a part of the gen- 5
eral benefit of working in an urbanized area—more fre-
guent contacts with more highly skilled workers, the pos-
sibility of better worker-job matches, and so forth. Thus,
once we control for urbanization, the residual effect of 0
working in a cluster may be small for urban residents. United States  More urban  More rural Allrural
However, rural clusters may be smaller on average than
their urban counterparts, with fewer of the advantages Note: Values shown are the percentages by which cluster-
associated with cluster employment. These competing employment wages exceed noncluster-employment wages.
forces make it difficult to form a firm expectation of urban Source: Calculated by ERS using the 1990 Public Use
and rural cluster differences in earnings_ Microsample from the Census of Population.

We divided the 395 labor market areas delineated by
Tolbert and Sizer into “more urban” areas, those with
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more than 70 percent of their population in metro coun-
ties, and “more rural” areas, those with less than 30 per-
cent of the population in metro counties. The wage effects
of industry clusters in the “more rural” group is twice
that of the “more urban” group—13 vs. 6 percent higher
earnings (fig. 2). The two groups showed other differ-
ences as well. Average establishment size, for instance,
has a larger influence on more rural wages, indicating that
internal scale economies are important in these labor market
areas. In more urban labor market areas, wages are more
strongly affected by the proportion of the population that
is officially metro.

We also isolated the relatively small group of labor mar-
ket areas that had no metro counties within their borders
and estimated wage premiums associated with clusters in
that group. Cluster wages in the no-metro group are 11
percent higher than wages outside clusters—lower than
for the “more rural” areas, but still significantly above
both the national and more urban wage premiums.

Wage Premiums Vary Significantly by Industry

So far we have treated industry clusters as a whole, but
we should expect the wage gains from cluster employ-
ment to vary by industry. Wage premiums should be
greater, for example, in industry clusters where close con-
tact among skilled workers is more likely to increase the
diffusion of technical knowledge or where the characteris-
tics of the local labor pool are decisive for determining the
best plant location. Thirteen of the 18 manufacturing
industries we analyzed at the national level exhibited pos-
itive wage premiums, ranging from a 4.1-percent wage
premium in food processing to almost 12 percent in the
stone, clay, and glass industry (table 2). However, con-
trary to our expectations, the size of the wage premium
appears to be unrelated to production technology levels
or average skill requirements.

Although rural cluster wage premiums as a whole are
larger than urban wage premiums, few rural industries
individually exhibit positive wage effects. That is, combin-
ing all rural industries into a single analysis masks the
fact that cluster wages are no higher than noncluster
wages in most rural industries. This can be explained in
part by the fact that just six industries account for most of
the rural cluster employment in our data, but also by dif-
ferences in the industrial composition of rural and urban
clusters. Three rural industries—food processing, textiles
and apparel, and lumber and wood products—showed
sizable gains to employment in clusters.

The Size of Cluster Premiums Depends on
Age, but not Education
As we noted earlier, economic concentration is usually
thought to be most advantageous to the best educated
and most highly skilled workers. Yet our analysis fails to
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find much evidence of an educational advantage.
Economic concentration should also benefit workers most
when their knowledge and skills are accumulating the
fastest, typically in their 20’s and 30’s. Here, the evidence
supports that contention, with younger workers gaining
the most from cluster employment.

Education and age are powerful predictors of earnings.
For example, college graduates earn over twice as much,
on average, as do high school dropouts, all other attribut-
es held constant. Older workers also bring home larger
paychecks than young labor force entrants. The effect of
industry cluster employment on wage inequality, howev-
er, is uncertain. Cluster employment is believed to
increase wage disparities between the most and least edu-
cated workers, but may actually mitigate the gap between
younger and older workers.

As before, we calculated the wage premium for employ-
ment in industry clusters. This time, a separate premium
is calculated for each education and age group in each
type of labor market area. At every education level,
workers earn significantly more money in clusters, both in

Table 2

Industry cluster wage premiums by industry

Wage premiums for cluster employment vary significantly by
industry; few industries show large premiums in rural clusters

Industry National premium Rural premium
Percent
Food 4.1* 9.3*
Tobacco -10.6 —
Textiles and apparel 8.2* 8.8*
Lumber and wood 4.3* 7.4*
Furniture 7.7* —
Printing and publishing 6.3* —
Chemicals 6.0* —
Petroleum refining -6.9* -19.5
Rubber and plastics 1.4 —
Leather products 15 -6.0
Stone, clay, and glass 11.9* 115

Primary metals 5.9* —

Fabricated metal 6.5* —
Machinery and computing

equipment 6.7* —
Electronic equipment 5.3* —
Transportation equipment 4.3* —
Professional equipment 8.7* —

Notes: Premiums are expressed as the percent by which earnings in
clusters exceed earnings outside of clusters, all other worker attributes
held constant. Asterisk indicates that the premium is different from zero
at the 10-percent level of significance. Dash indicates that sample sizes
are too small for estimation.

Source: Calculated by ERS using data from 1990 Census Public Use
Microsample files.

23



more rural and more urban labor market areas (fig. 2). Yet
in more rural areas, relative premiums (the percent by
which cluster wages exceed noncluster wages) are similar
for three of four education categories. Most importantly,
high school dropouts and graduates seem to gain about as
much from cluster employment, as a proportion of earn-
ings, as do workers with college or advanced degrees,
indicating that industry clusters do not give an advantage
to the most highly educated. In more urban labor market
areas, cluster-related gains are smaller than in more rural
areas (except for those with some college experience) but
similar for all four education groups. The smaller urban
premiums for education groups are consistent with the
smaller overall cluster-employment boost in urban areas.

The wage premiums for the three age groups show
greater variation. In more rural labor markets, the
youngest group, ages 35 and under, experiences the
largest relative wage gains from cluster employment (7.7
percent), while the cluster premium for workers 55 and
older is slight (1.7 percent). The findings are broadly sup-
portive of the contention that cluster employment espe-
cially benefits up-and-coming workers.

The largest relative wage premiums for more urban work-
ers occur in the middle group, 35-54, but otherwise agree
with the more rural pattern. The rural-urban difference is
understandable, in part, as a result of differences in rural-
urban job structures. Even within industry clusters, rural
job opportunities are unlikely to carry workers as far up
their career ladders as is possible in urban areas. Hence,
rapid skill and knowledge accumulation continues for a
longer period of time in more-urban labor markets, and
may even intensify.

The reader should be cautioned, of course, that ours is not
a direct measure of individuals’ increase in earnings over
time, but rather a comparison of workers at different ages.
Our data do not allow us to distinguish the direct effect of
aging on wages from the effect of entering the labor force
during a particular historical period, which also influ-
ences workers’ long-term earnings. Nevertheless these
results suggest that wage inequality between groups,
based either on education or age, is not exacerbated by
cluster employment. These findings should be welcomed
by rural development specialists concerned about the
effects of economic development on the local social fabric.

There Is Much More to Be Learned about the
Benefits of Industry Clusters

This study has shown that industry clusters, far from
being an exclusively urban phenomenon, exist across the
rural United States, and are associated with higher wages
after accounting for worker characteristics and industry
composition. The results provide support for a cluster-
based development strategy that will not only support
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jobs but jobs that tend to pay higher wages than in the
absence of a cluster. However, the benefits of higher
wages are conditional on the success of the community in
attracting and sustaining an industry cluster. As Barkley
and Henry (1997) point out, a cluster-based industrial
strategy “is not the industrial development solution for all
rural communities.”

Indeed, even where a cluster-based strategy is appropri-
ate, higher wages may not necessarily follow. As we have
shown, only a few rural industries actually exhibit higher
wages in clusters. Moreover, research has only just begun
to examine the factors that lead to successful labor market
outcomes where clusters are present. The key determi-
nants of a cluster’s success in generating higher earnings
may have less to do with the industry than with the spe-
cific production technology used, or with its ability to
attract a strong research and development component as
well as production. The research community doesn’t
know enough at this point to answer these kinds of ques-
tions with precision. The early returns, however, are
promising enough to encourage much closer scrutiny of
this emerging issue.
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About the Data

Most of the data used in the multiple regression analyses were drawn from the Public Use Microsample, Labor Market Area file, of
the 1990 Census of Population. Below is a list of the variables included in the model, along with a description of their construction.

Variable

Age

Age squared
Gender

Race

Spanish origin

Education

Occupation

Disability status
Weekly hours
Cluster employment

Population of labor
market area (LMA)

Metro status

Categories or Definition

(Continuous)

(Continuous)

Female, Male

Asian/Pacific Islander, Black, White
Hispanic, non-Hispanic

High school dropout, high school graduate, some college, college graduate,
graduate or professional degree

Managers; professionals; technical, clerical, and sales; craft workers; opera-
tors and transportation operators; service workers; farmers and laborers

Disability limits work, no limits due to disability
Usual weekly hours worked in 1989

No/Yes (see box on method for identifying industry clusters)

(Continuous)

Percent of LMA population in metro counties

Average establishment

size in industry/LMA (Continuous)
Census region Northeast, Midwest, South, West
Usual weekly earnings in 1989 (Continuous)

A Word About Labor Market Areas

Labor market areas are derived from commuting zones, which are collections of one or more counties exhibiting relatively large
intercounty commuting flows. The zones are mutually exclusive and include all U.S. counties. Commuting zones were first con-
structed in 1986 by Charles Tolbert and Molly Sizer using journey-to-work data from the 1980 Census of Population. Tolbert and
Sizer replicated their method, based on cluster analysis, with 1990 data. In cooperation with the Census Bureau, they linked
commuting zone geography with a 0.45 percent Public Use Microsample known as PUMS-L. Because the Census Bureau pro-
hibits geographic identifiers with fewer than 100,000 persons, some commuting zones were combined and the new geography
named labor market areas. For more information, please see Tolbert and Sizer, 1996.
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Lorna Aldrich, Calvin Beale, and Kathleen Kassel

Commuting and the Economic Functions

of Small Towns and Places

Fully three out of four nonmetro counties have average out-com-
muting rates from their towns and places of more than 35 percent.
Commuting is one way to take advantage of housing and job
options in nearby communities; hence, commuting rates are higher
in parts of the country where places are closer together, mainly east
of the Mississippi. Commuting rates are higher from smaller
towns and places. Commuting implies that creating job opportuni-
ties for a community’s residents may not require bringing jobs into
that community. Conversely, bringing jobs into a community will
not necessarily mean jobs for residents. Separation of work and
residence could result in need for social services, housing, and
water and sewer facilities that do not decline when jobs do. This

separation may also separate sources of tax revenues from the

needs.

job in another is such a commonplace facet of

American life that it arouses little notice. Three
important trends in the 1970’s contributed to commuting:
a boom in workers fed by the baby boom and the move-
ment of women into the labor force, a growing shift to
the suburbs for job locations, and increased use of the
automobile. In the 1980’s, the boom in workers dimin-
ished, but the dispersal of job locations continued as did
the emphasis on the private automobile (Pisarski, 1996).

Commuting from a residence in one jurisdiction to a

Commuting is not limited to metro areas. A small town
or place, whether an incorporated town or a densely set-
tled unincorporated area, can serve as either a residence
or a place of work. This means that bringing jobs into a
community may result in either residents or nonresidents
seeking and getting the jobs. Economic development is
often couched in terms of adding jobs to a community,
rather than in terms of finding access to jobs in nearby
communities. The residential and employment pattern of
the town or place has important implications for commu-
nity and economic development.

Lorna Aldrich and Kathleen Kassel are economists and Calvin Beale is a
demographer with the Food and Rural Economics Divsion, ERS.
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This paper uses “out-commuting” across jurisdictional
lines to examine the extent to which residents of non-
metro towns and places work elsewhere (see box for defi-
nitions). It also discusses implications for local govern-
ments and development policy of the separation of resi-
dences in small towns and places from work elsewhere.

Nonmetro Commuting Goes Predominantly to
Nonmetro Destinations

Commuting has become an integral part of nonmetro life,
most of it to other nonmetro destinations. The ratio of
jobs to workers gives an indication of commuting for spe-
cific areas. (The measure is not precise because some
workers have more than one job.) In 1990, the index for
nonmetro areas was 92, compared with 83 for the suburbs
and 136 for central cities (at 100, the number of jobs equal
the number of workers). For all metro areas, it was 102.
These numbers imply that about 90 percent of nonmetro
commutes were to nonmetro destinations. Nearly 90 per-
cent of nonmetro commutes were in private vehicles, with
over 70 percent consisting of people driving alone. Over
30 percent of nonmetro commutes from households which
did not own vehicles consisted of persons driving alone,
presumably in vehicles belonging to relatives or friends
(Pisarski, 1996).
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The importance of commuting to rural areas can be seen
in the commuting patterns among cities, towns, and
places of different sizes (Fuguitt). A study based on the
1980 census shows how community size affects commut-
ing patterns. As table 1 illustrates, more workers com-
muted out of places of less than 2,500 population than
into them, although commuting into even these small
places was noticeable. The middle category represented
considerable exchange with other size categories, while
places of over 10,000 population had a fairly large balance
of in-commuting. These results include only commuting
between size categories, excluding commuting within
them. Even with this limitation, the results show that
separation of work and residence was common in non-
metro small towns nearly two decades ago.

Jobs and Housing Costs Contribute to the High Levels
of Commuting

The motives behind commuting become clearer when
commuting is examined at the State and local levels. In a
study of inter-county flows in North Carolina, Renkow,
Hoover, and Yoder focus on the reasons people commute
between counties. The study represents 3,730 inter-coun-
ty flows of commuters, accounting for commuting by
workers in each of 12 industries. It models the proportion
of workers commuting as the result of simultaneous selec-
tion of a job from possibilities of different wages at differ-
ent locations and of a residence from possibilities of dif-
ferent costs at different locations. The worker/con-
sumer’s decision is constrained by the cost of commuting
between job and residence, represented by distance. With
the proportion of recent migrants included, the
researchers found that commuting into metro counties
from other metro and nonmetro counties in North
Carolina produced the expected relationships of more
commuting to higher wage, higher housing-cost areas,
with an inverse relationship to distance. Nonmetro to
metro flows are only 10 percent of commuting flows origi-
nating in nonmetro areas, but the study confirms the
importance of wages, housing costs, and distance as
determinants of commuting flows.

Table 1

Aggregate rate of commuting in and out of nonmetro
towns and places to other size categories, 1980
Medium-sized places exchange large proportions of workers
with larger and smaller places

Size of community Commuting out Commuting in

Percent
Less than 2,500 (small) 44 18
2,500-10,000 (medium) 41 62
Over 10,000 (large) 25 63

Source: Fuguitt. Base is resident population of workers.
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Nonmetro Residents East of the Mississippi and in
Small Towns Commute Most

We use the census-defined place (see box for definition) to
examine the proportion of workers commuting out of one
place to other jurisdictions, and thus using the small town
as a bedroom community. As table 2 indicates, around
half of the nonmetro population lives in places, the
remainder live in open country. Average out-commuting
rates from the 1990 census were calculated for all places
within counties and in particular size categories within
regions of the country (see table 2 for distribution of the
nonmetro population by region and size of places).
Previous studies (Pisarski and Fuguitt) were based on
nationwide averages by metro and nonmetro areas or by
size categories of places. In contrast, we average places

Census-Defined Places Are Statistical
Equivalents of Incorporated Municipalities

As defined in the 1990 decennial census, places include
incorporated places and census-designated places
(CDP’s). Incorporated places are legally defined incorpo-
rated municipalities (cities, towns, villages, and boroughs);
census-designated places are the statistical counterparts of
incorporated places, used to define densely settled concen-
trations of population that are identifiable by name, but are
not legally incorporated places. In all, we have data for
23,434 places in the Nation, representing 182.5 million
people.

The metro/nonmetro status of a place is determined by the
county in which it is located. In some instances, a place
extends across county boundaries. In these cases, the
multi-county parts of the place were consolidated into the
county with the place’s largest share of population. We
then assigned each place a metro or nonmetro status
based on the rural-urban continuum code of its county. By
this method, we define 12,667 nonmetro places, represent-
ing 25.6 million people.

Several caveats concerning the data on places should be
noted. The data shown for nonmetro places are for all
incorporated places and for CDP’s (unincorporated places)
of 1,000 persons or more. The Census Bureau has not
had the resources to extend its identification of places to
those with fewer than 1,000 that lack incorporation, with the
exception of Alaska and Hawaii.

Also, States are not uniform in their incorporation of small
places as municipalities. For example, some States in the
Midwest and the western South have anywhere from 300 to
600 incorporated small towns of fewer than 1,000 resi-
dents. At the other extreme, it has not been the custom to
incorporate such small places in New England (with the
exception of Vermont)—where township-sized “towns” are
the basic unit of local government—nor in the three
Western States of Arizona, California, and Nevada. Thus,
for places of fewer than 1,000 people, the data for both the
United States as a whole and for the four regions exclude
most places in New England and the three other States
mentioned.
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Table 2

Percent of the nonmetro population living in census-defined places, by region and place population, 1990
About half the nonmetro population lives in places; the rest live in the open country

Place population

Living in Under 1,000- 2,500- 5,000-
Region places 1,000 2,499 4,999 9,999 Over 10,000
Total nonmetro 50.3 5.6 8.5 7.9 9.5 18.7
Northeast 41.9 2.6 9.4 7.1 9.9 13.0
Midwest 55.9 9.0 9.6 7.4 9.4 20.5
South 43.9 4.0 7.2 7.7 8.9 16.1
West 63.4 55 9.1 10.5 11.3 27.0

Source: Calculated by ERS using data from the Bureau of the Census.

within counties and by size categories of places within the
four census regions. These numbers show the spatial vari-
ation in out-commuting from places across the country.

The map (fig. 1) strikingly reveals how pervasive job com-
muting is for nonmetro workers. Fully three out of four
nonmetro counties have average out-commuting rates
from their towns and places of more than 35 percent.
Most of the area east of the Mississippi reveals a predomi-
nance of counties whose towns and places are counties in
the top two quartiles of commuting percentages.
Conversely the central and Western counties more often
fall in the bottom two quartiles, especially in the thinly
settled agricultural Great Plains. However, these rates are
not low, ranging up to nearly half of all workers.
Commuting is one way to take advantage of housing and
job options in nearby communities; hence, commuting
rates are higher in parts of the country where places are
closer together.

Some exceptions to these broad characterizations are
found in Mississippi, Alabama, the Appalachian States,
and the northernmost parts of New England. Workers in
these places do not appear to be able to find opportunities
to improve their wage/consumption options through
commuting as readily as in the rest of the area east of the
Mississippi. Parts of the West do contain counties with
very high out-commuting rates from towns and places,
suggesting greater opportunities in neighboring places.

Commuting can include exchanges of residential and
working populations. An example is a nonmetro county
seat in Michigan. The residents, mostly middle- and low-
income, commute out to industrial and service employ-
ment. Business owners and professionals commute into
the town from their residences outside town. To the
extent that certain types of employment, such as high-
skilled professional employment, are concentrated in
places with fewer attractive residential options, those
workers are more likely to commute to their jobs and
choose from a wide range of residential options outside
their place of work.
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Examining out-commuting by region and size of non-
metro places provides further insight into the pattern of
commuting (fig. 2). In the Northeast, residents of places
of under 2,500 commonly work elsewhere: out-commut-
ing rates are 76 percent for places under 1,000 and 73 per-
cent for places between 1,000 and 2,500 population.
Fuguitt’s results on in-commuting in the size categories
suggest that in-commuting rates would be small for
places less than 2,500 population. In the Northeast, how-
ever, out-commuting rates are still 50 percent for places
between 5,000 and 9,999 population.

In the South, as in the Northeast, the smallest size of place
categories display large out-commuting rates: 77 for
places under 1,000 and 65 percent for those between 1,000
and 2,500 population. In the Midwest and the West, the
out-commuting rates from these small places are some-
what lower, reflecting the longer distance between places,
although the rates are still quite high: 70 and 55 for the
Midwest and 59 and 62 for the West.

Some important observations follow from these findings.
Offering a satisfactory residential environment can be an
important small town and rural economic attraction, anal-
ogous to offering manufacturing sites, retail sites, or
favored retirement areas. Multi-community development
strategies can consider specialization among towns and
places. A middle ground between moving people to jobs
through migration or jobs to people through economic
development might be to make commuting accessible to
more people (Fuguitt).

Residential Specialization Challenges Long-Term
Residents and Local Governments

Commuting to obtain higher wages and/or lower hous-
ing costs can change the social and demographic composi-
tion of places. The meaning of out-commuting and resi-
dential specialization varies by the affluence of the popu-
lation. In high-income places, residential specialization is
primarily a matter of people choosing the most attractive
of many options. However, some have suggested that
low-income residents can represent a “filling-in” phenom-
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Figure 1
Percent of workers commuting outside place of residence, nonmetro counties, 1990
Commuting out of rural towns and densely settled places is common across the country, but more usual east of the Mississipy

2 to 35 percent

35 to 44 percent
44 to 56 percent
56 percent or more
Metro counties

No places in this county

Source: Calculated by ERS using data from the Bureau of the Census.

enon as those with fewer financial resources occupy less
expensive housing units left available by out-migration of
the more affluent.

Even thriving communities may develop commuting
strains as long-time residents expand their horizons and
newcomers arrive. A thriving agriculturally oriented
community in Washington State highlights the dynamics
of the shift from business center for surrounding agricul-
ture to residential settlement:

In New York State, lower income residents pushed out of
high-cost larger places have concentrated in some rural
villages.

The stress between farmers and non-farmers has

...Today, as a result of recent decades of rural popula-

tion loss, houses and store buildings in some rural vil-

lages have become vacant. Absentee landlords...have
cut them up into apartments, which they now rent at
rates that are considerably lower than rents in the
larger towns or nearby cities.... Thus, some small vil-
lages have become de facto low-income housing sites
(Fitchen, p. 123).
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increased in some ways as the availability of trans-
portation has allowed farmers to go outside of the
community to spend their money. In addition, more
people are working outside the community...

Increased out-of-community employment isn’t the

only change that has influenced the community of
Bremer [a pseudonym]. As housing prices have fall-
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Figure 2
Out-commuting rates by size of place and region, 1990
Commuting varies inversely with size of place
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Source: Calculated by ERS using data from the Bureau of
the Census.

en, the residents have felt that outsiders have moved
in who have no regard for the good of the community
(Allen and Dillman, p. 185).

In Illinois, both “down scale” and “gentrified” forms of
bedroom communities have developed in what had previ-
ously been agricultural communities.

In communities such as Splitville [a pseudonym],
where the newcomer influx is by families less well-off
or less well-educated than old-timers (or perhaps per-
ceived as of lower status), a “down scale” form
emerges. There are potentially many other variants of
post-agricultural communities. Where post-agricul-
tural communities have become bedroom communi-
ties for well-off, well-educated commuters to adjacent
metro centers, an “exurban,” “upscale,” or “gentri-
fied” form emerges. Another variant has a changing
population that is demographically stabilized due to
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an in-migration of newcomers racially or ethnically
distinct from old-timers (Salamon, p. 637).

It is not known how extensive this phenomenon of low-
income residential enclaves in small towns and places is
and whether there are regional differences in its extent. It
seems likely that the phenomenon is more common in
areas experiencing declining nonmetro populations. It
also seems likely that low-income housing specialization
was more common in the 1980’s, when many rural areas
experienced low or negative population growth, than in
the 1990’s, when there has been a turn-around in many,
but not all, nonmetro areas. To the extent that places
become low-income housing enclaves, they pose severe
challenges with respect to the provision of social and eco-
nomic services. This could influence planning for govern-
ment programs in nonmetro areas, human service pro-
grams as well as physical infrastructure programs provid-
ing housing and community facilities. For example,
towns that previously may have needed fewer services for
younger people and less housing and water assistance
because of declining populations may in fact need more if
they become low-income residential “neighborhoods,”
with younger residents and a stable population.
Furthermore, the tax base of the employment center based
outside the residential area may not be available to the
residential town to supply needed services.

Nebraska illustrates this process. In developing priorities
for assisting small communities with water and sewer
needs to meet Federal and State environmental and safety
mandates, the Governor’s Office examined around 100
communities to determine future needs for services.
Although it was expected that some small communities
would face reduced needs in the future, many communi-
ties were, in fact, low- and middle-income “neighbor-
hoods” for distant employment centers and, as such,
would have continuing needs for services. The conse-
guential potential strain on State and local financial
sources, even supplemented with Federal grants and
loans, means that the State must develop strategies for
providing adequate services at low cost to prevent future
health and safety problems. These strategies include fis-
cal capacity analyses and research to examine alternative,
less-costly technologies for water treatment, for example
(Yost).

The separation of work and residence may require a con-
cept of residential and economic areas that encompass
several towns or places for any particular community or
economic development effort. The concept of small towns
as providers of residences, as well as other economic ser-
vices, in a regional network of employment and housing
options offers a useful perspective and the possibility of
expanding approaches for community and economic
development.
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Peter L. Stenberg, Sania Rahman, M. Bree Perrin, and Erica Johnson

Rural Areas in the New
Telecommunications Era

The new Telecommunications Act, enacted in 1996, was the first
comprehensive rewrite of the Communications Act of 1934 that had
ushered in an era of universal phone service for rural areas. The
1996 Act’s provisions fall into five major areas: telephone service,
telecommunications equipment manufacturing, cable television,
radio and television broadcasting, and the Internet and online com-
puter services. All these provisions will affect rural areas, but uni-
versal service is the most critical. Without the universal service
provision rural areas may rapidly fall behind urban areas. In May
1997, the Federal Communications Commission enacted regulatory

provisions for universal service.

availability of telecommunication services reduces

isolation, increases business viability, improves farm-
ing productivity, and improves access to educational and
medical services. The quality of telecommunication ser-
vices can encourage business activity to remain or develop
in rural areas. On the other hand, some business activities,
such as banking, may lessen their presence in rural com-
munities as they take advantage of better telecommunica-
tions to consolidate more of their operations.

Telecommunications are essential for rural areas: the

Telecommunication services, however, have been chang-
ing rapidly due to transformations in technology and the
regulatory environment. These changes are having pro-
found effects on the cost, type, and availability of telecom-
munications. New technology and regulatory provisions
are also creating a great deal of uncertainty. The new era
in telecommunications will offer rural communities many
new challenges and opportunities.

Changing Telecommunication Technology
Leads to New Legislation
Telecommunication technology has changed rapidly in
the last decade, with new developments in computers,
switching devices, digital signal processing, wireless com-
munication, satellite technology, and Internet services.

Peter Stenberg is an economist, Sania Rahman, M. Bree Perrin, and Erica
Johnson were interns, in the Rural Business and Development Policy
Branch of the Food and Rural Economics Division, ERS.
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These changes have blurred the line between what had
been discrete services. Local telephone companies now
have the technology to offer long-distance phone service.
Cable TV corporations now have the technical capabilities
to deliver voice and Internet services. Similarly, technolo-
gy has improved so greatly for wireless service that high-
end services, such as the Internet, can be offered to many
subscribers.

Demand for telecommunications services has increased
rapidly, generated in part by new technology, and by
lower costs from increased competition among major
companies, such as AT&T, MCI, and Sprint. This created
economic pressure to thoroughly revise the existing
telecommunication laws. After 4 years of serious negotia-
tions, a new comprehensive telecommunications bill was
passed by Congress and enacted into law in 1996. The
Act addresses three important issues dealt with here: uni-
versal service, media ownership, and phone service.

Universal service, section 254 in the Act, is defined as “an
evolving level of telecommunications services that the
Commission shall establish periodically under this sec-
tion, taking into account advances in telecommunications
and information technologies and services.” It guarantees
the availability of quality phone service to households at
affordable rates. Section 254 also aims to give schools,
hospitals, libraries, and clinics equal access to the infor-
mation superhighway by the year 2000. As a conse-
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Provisions of the Telecommunications Act of 1996

The Telecommunications Act of 1996 is the first comprehensive rewrite of the Communications Act of 1934. The Act modifies
previous legislation, such as the Cable Act of 1992, and judicial actions, such as the early 1980’s consent decree in the breakup

of Ma Bell (American Telephone and Telegraph).
The provisions of the Act fall into five major areas:

. furnishing telephone service

. manufacturing telecommunications equipment

. supplying cable television

. supplying radio and television broadcasting

. supplying Internet and online computer services

In each of these areas the Act relaxes concentration and merger rules for telecommunication companies, eliminates cross-market
entry barriers, and assigns new implementation obligations to the Federal Communications Commission (FCC).

The Telecommunications Act of 1996 was created to achieve the following goals:

. carrying out the transition of the telecommunications industry from a heavily regulated market

. improving the telecommunications network so that consumers are able to send and receive voice, data, images, and
video at affordable rates

. promoting economic growth, creating jobs, and increasing productivity

. further advancing universal service to help deliver educational, health care, and other social services

guence, people in rural and low-income areas will have
access to information that can open up new opportunities.

Another provision relaxes previous rules on media own-
ership, although it still limits the concentration of televi-
sion and radio ownership in order to maintain a diversity
of viewpoints. A company may own a limited number of
stations that reach up to 35 percent of all national viewers.
Also, a company may not own two television stations in
one market, or a newspaper and television station in the
same market, or a newspaper and cable TV system in the
same market.

The last principal provision of the Act, phone services,
allows the Baby Bells to provide long-distance telephone
services and to manufacture telecommunications equip-
ment. The Baby Bells—the seven Bell Regional Holding
Companies—are the major local phone companies that
were created when AT&T (Ma Bell) was split up in the
early 1980’s. The Baby Bells have about 136 million access
lines. GTE, a large holding company and the other major
provider of local telephone service, grew from the pur-
chase of independent telephone companies and has nearly
17 million access lines. Most of these independents were
in rural areas and hence, GTE became a major provider of
local telephone service in rural areas. GTE was providing
long-distance service before the Baby Bells were allowed
to (with passage of the 1996 Act). In addition, there are
nearly 1,300 smaller local telephone companies, most
serving only rural communities. They account for over 24
million access lines.
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The Act reduces direct government involvement in sectors
of the telecommunications industry; nevertheless, a legal
framework still must exist. Many new and revised regu-
lations resulted from the Act. The Federal Communi-
cations Commission’s (FCC) responsibility is to write
these new regulations, as it has recently done for univer-
sal service.

While many of the Act’s provisions will take years to
come to fruition, some cross-industry and intra-industry
mergers have already occurred because of it. US West’s
purchase of Continental Cablevision is the first major
restructuring in the telecommunications industry to result
from the legislation. Two sets of Baby Bells are also merg-
ing; Southwestern Bell and Pacific Telesis became SBC,
and NYNEX and Bell Atlantic merged to become the new
Bell Atlantic. AT&T has recently been in merger talks
with one of the newly combined Baby Bells (SBC) to cre-
ate a new telecommunications colossus; if the merger
were carried out, the combined company would have
over half the long-distance subscribers and one-third of
the local phone subscribers in the Nation. Many more
profound results of the Act are expected.

Will Deregulation Mean Better Rural Economic Growth?

Proponents of the Act have made several claims about the
benefits that will accrue to national and rural economies.
A deregulated industry would promote innovation and
the development of new services, thus increasing efficien-
cy and lowering prices of telecommunication services.
Even under the old Act, innovation had occurred in the
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form of cellular phones, paging systems, and other prod-
ucts. The breakup of AT&T led to a host of innovations
and new products because the breakup allowed indepen-
dent companies to sell to the Baby Bells for the first time.
Prior to this, Bell Labs, a wholly owned subsidiary of
AT&T, had the “sole right” to sell telecommunications
equipment to AT&T.

With the 1996 Act, fewer regulatory hurdles and delays
postpone a product’s entry into the marketplace.
Consequently, more profits will accrue to the innovators
and less to the imitators (who offer products similar to the
innovators) than under the previous regulatory climate,
spurring further innovation. Increased innovation, in
turn, may lead more quickly to new technology that
reduces the cost of telecommunication services in rural
areas, with the consequence that these services would
more likely be offered in rural areas.

Under the old regulatory system, people did not have a
choice of providers for local telephone service. With com-
petition, consumers will now be able to choose among
several services, and competition in the retail market will,
in turn, lead to a reduction in the cost of telephone ser-
vices for consumers. In fact, in the last decade, profits for
telephone companies have risen significantly because
their costs fell faster than the prices they charged.
Innovations that had reduced costs for telephone compa-
nies had already been spurred by the breakup of AT&T.
Prices paid by consumers, however, tended to be “sticky”
due to the lack of competition in retail markets.
Regulations by State public utility commissions, though,
kept the charges in check.

The existence of monopolies, however, makes the entry of
competition into markets difficult, and in some cases
expensive and risky. The transitional rules are intended
to encourage investment opportunities without protecting
certain industry segments. The Act’s proponents argue
that opening up the markets will lead to an increase in job
opportunities, national competitiveness, and economic
development.

New entrants in local markets could include cable compa-
nies, electric utilities, wireless communication services,
and satellite companies. Two years ago, industry analysts
felt that cable companies were going to enter the local
phone service market very quickly, offering service supe-
rior to the existing phone service. The technical hurdles
turned out to be more difficult to surmount than expect-
ed, so cable’s entry apparently will not happen, at least
not as fast as it had earlier been thought. Rural communi-
ties, however, may benefit if some companies find that it
is cheaper to deliver combined phone and cable TV ser-
vice than each separately. US West, a Baby Bell with its
large rural service area, may have already decided to try
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this. The company recently purchased a large cable TV
company, Continental Cablevision.

Another new telecommunication entrant may be the elec-
tric utility companies. MCI Communications Corp., for
example, announced in March 1997 that it was teaming
up with local power and telephone companies in lowa to
provide new competitive services to rural communities.
Other power companies may also offer local phone ser-
vice because they already have fiberoptic cables alongside
their powerlines into communities. Other technologies
also have the potential to offer cheap and efficient services
to rural areas. A study done by Hatfield Associates
showed that in low-density areas (under 100 persons per
square kilometer), it is cheaper to use wireless technology
than wire-line technology. In the future, satellite technol-
ogy may become cheap enough to become a viable alter-
native for standard local phone service.

Rural areas, however, will have greater telecommunica-
tion challenges to overcome than urban areas and, in
some ways, greater challenges than poor urban areas.
Because of low population density, competition in the
industry will likely come more slowly in rural areas or
may not come at all.

Moreover, prices of telecommunication services will likely
fall more slowly in rural areas. Rural areas have special
challenges in natural barriers, such as mountainous ter-
rain, that add to the cost of communication lines between
communities. The present universal service program
requirement (essentially the 1996 Act’s universal service
provisions have not yet taken effect), however, has meant
that, on average, rural households have spent less than
urban households for phone service; in 1991, rural house-
holds spent $601, on average, while urban households
spent $621 for telephone service. The difference is largely
due to the advanced (and costly) calling services available
to urban residents, but usually not available to rural resi-
dents. Rural households, however, have lower average
incomes, so they spend a larger proportion of their
income on telephone service, 2.4 percent versus 2.0 per-
cent. Without the universal service regulations rural
households would have spent more than urban house-
holds on telephone service while receiving less service.

After the Telecommunications Act was enacted in
February 1996, the Federal Communications Commission
began the process of drafting regulations for the new law.
The new Act mandated an expanded universal service
and gave the Federal-State Joint Board the responsibility
of making recommendations to the FCC. The Joint Board
made its recommendations in November 1996; the FCC
regulations came out in May 1997.
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These universal service regulations are the telecommuni-
cation provisions most critical for rural regions.
Ultimately, the universal service provisions in the Act will
determine what telecommunications services will be
available in rural areas, at what cost, and for whom. This
will, in turn, help determine what economic growth and
quality of life potential will exist for any given rural area.

Universal Service Has Meant Greater Access

Two diametrically opposed views (with many views in
between) exist on the need for providing universal ser-
vice. One would allow market forces to determine the
supply of and demand for telecommunications services.
In this view, because the cost of phone service has fallen a
great deal over time and competition has increased
through new technologies, such as wireless phone service,
concern over high prices is misplaced. Thus, universal
service support for rural areas would subsidize the more
well-to-do rural residents. The other side holds that
extensive changes in prices and competition have not yet
reached rural or poor areas. Any too rapid move away
from universal service would create inequity and ineffi-
ciency in the economy.

Universal telecommunication service historically has
meant that telephone rates were set so that they were
affordable to all but the poorest in America, even for resi-
dents of remote, expensive-to-service areas. The
Communications Act of 1934 established universal service
and defined it as making available, “so far as possible, to
all the people of the United States a rapid, efficient,
nationwide, and worldwide wire and radio communica-
tion service with adequate facilities at reasonable

charges. . .” Until recently, universal service was defined
as basic phone service (old party-line, rotary phone ser-
vice) with later national and individual State legislation
enlarging the definition to include such services as 911
emergency service. The 1996 Act, however, will allow
(without new legislation) an evolving definition of univer-
sal service to encompass future changes in technology
and markets.

Service costs for telephone service providers in high-cost
areas were defrayed under the existing universal service
provisions (based on the 1934 Act and minor revisions).
Since the breakup of AT&T in the early 1980’s, the Federal
Universal Service High Cost Fund has transferred funds
from long-distance providers to local exchange carriers in
high-cost (often rural) areas.

Two other mechanisms for universal service come from
the State level: geographic rate averaging and subsidizing
residential lines via business lines. Within States, geo-
graphic averaging allows a State’s public utility commis-
sion to set rates (for a phone company serving both rural
and urban areas) in a way that rural households pay less
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than the market conditions would indicate. Likewise,
businesses pay more than households within States.

As a result of the universal service funding mechanisms,
rural and poor urban areas were subsidized to some
extent by richer urban areas; private businesses subsi-
dized all households, including richer households. The
new Act requires all telecommunication providers to con-
tribute to a fund that will subsidize universal service.
Given the evolving definition of universal service, future
Internet access may become part of what is considered
universal service and Internet access providers may be
required to contribute to the universal service fund.

According to the FCC, seven principles of universal ser-
vice are to be implemented:

Quality services should be available at just, rea-
sonable, and affordable rates.

= All regions of the country should have access to
advanced telecommunication and information
Services.

= Low-income, rural, insular, and high-cost areas
should have access to telecommunication and
information services reasonably comparable to
urban areas at similar prices.

= All providers of telecommunications services
should make an equitable and nondiscriminato-
ry contribution to the universal fund.

= Federal and State support mechanisms will be
established to guarantee universal service.

= All elementary and secondary school class-
rooms, health care providers, and libraries
should have access to advanced telecommunica-
tion services.

= Other steps should be taken that are necessary
and appropriate for the public interest.

The legislation requires that the FCC implement these
principles in a manner consistent with the pro-competi-
tion purposes of the 1996 Act.

Universal service is currently measured by telephone pen-
etration, which is the percentage of all U.S. households
having a telephone on the premises. The FCC reports
that, in 1996, 94.2 percent of all U.S. households owned a
telephone. The pre-1996 law governing the universal ser-
vice program has kept the rate nearly as high for rural
areas.
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The share of rural households with phones, however,
varies greatly by income, from 81.6 percent for rural
households with incomes less than $10,000 to 99 percent
for rural and urban households with incomes greater than
$50,000 (U.S. Dept. of Commerce). Again, the success of
the current universal service program is apparent here:
the percentage at each income level is nearly the same for
rural and urban areas. Divergence in telephone owner-
ship between urban and rural areas, however, does occur
for racial groups. While non-Hispanic White households
have nearly the same ownership rates in rural and urban
areas, Black, Hispanic, and Native American households
are much less likely to have telephones in rural areas than
in urban areas.

Rural communities vary considerably with respect to
quality of telecommunication service. One measure is the
percentage of digital access lines (older lines are analog).
No data directly measure rural versus urban communi-
ties, but data for the independent telephone companies
and the Baby Bells give some indication. The data, how-
ever, can also easily be misinterpreted. A 1992 study indi-
cates that, in the aggregate, over 80 percent of the access
lines for independents are digital, while, for example,
only 63 percent of Bell Atlantic’s heavily urban system of
access lines are digital. Rural communities on average do
not have better service than the highly urbanized Bell
Atlantic service region as this simple comparison might
indicate (it is much more complicated than this). Many
rural communities, for instance, still have old mechanical
central offices and party lines while no major urban area
still does. Overall it can be concluded, however, that the
universal service policy has helped many rural communi-
ties afford relatively modern telecommunication systems.

The FCC Adopts the Joint Board Recommendations

The FCC adopted nearly all of the Federal-State Joint
Board’s November 1996 recommendations. For rural
households, this means that a full range of telephone ser-
vices will be covered in the universal service program.
States still determine the phone rates. The funding mech-
anism has not yet been determined, but is expected to
take effect on January 1, 1999. States may either adopt a
funding mechanism that the FCC has determined or
establish their own based on State cost studies.

The new funding method will be designed to have a neu-
tral effect on telecommunication service providers. For
example, under the old funding system, some telephone
companies were not eligible to receive universal service
funds, so they had an incentive to sell off high-cost
regions of their service areas to companies eligible to
receive the funds. Hence, the cost of the service was
transferred to some extent from the phone company and
the State to the Federal Government. The new Federal
funding method, however, does not affect current
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intrastate mechanisms for the delivery of universal service.
Believing that economic forces will compel States to adopt
explicit intrastate support for universal service that is con-
sistent with the 1996 Act, the FCC will make no attempt to
convert intrastate support into the Federal program.

Provisions concerning school, library, and health care
providers are crucial to rural communities. Eligible public
and private elementary and secondary schools as well as
libraries will be able to buy any telecommunication ser-
vice, including the Internet, at a discount. Discounts
range from 20 to 90 percent of the provider’s rate, based
on need and high-cost factors. Universal support expen-
ditures for schools and libraries are capped at $2.25 billion
per year, though unspent funds can be carried forward to
subsequent years.

The $2.25-billion universal support package would aver-
age $21,000 per school if all schools were eligible. It
would be no more than $19,000 if all libraries were includ-
ed. Only schools and libraries in high-cost delivery or
poor areas are eligible for a 90-percent discount. The FCC
determined that all nonmetropolitan counties (as defined
by the Office of Management and Budget) qualify as high-
cost areas. Also, rural areas in metropolitan counties are
considered high-cost areas.

Universal support funds can be used to hook up schools
and libraries to the telecommunication network, including
the Internet. According to QED, a private consulting firm,
64 percent of schools were hooked up to the Internet in
March 1997. The rate varied considerably across the
States, ranging from 100 percent of schools in Delaware,
Hawaii, Nebraska, New Mexico, and South Carolina to
less than 15 percent for California, Illinois, Oklahoma, and
Texas. More recent information, though, indicates States
like Texas have been rapidly hooking up more schools.
The percent of classrooms, however, is much lower than
the 64 percent rate would indicate. Funding support from
the universal service fund covers installation of services
within eligible schools. Computers, software, training,
and maintenance are not supported, and these additional
resources constitute over 80 percent of the cost of connect-
ing schools to the Internet, according to the FCC.

The Joint Board estimated that 9,600 health care
providers would be eligible to receive telecommunication
services supported by the universal service mechanism.
All health care providers that serve rural residents are eli-
gible. Total support is capped at $400 million per year.
Health care providers include teaching hospitals, medical
schools, various health centers, other hospitals, and
health departments.
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Conclusion

The new Telecommunications Act was enacted in 1996.
The Act was the first comprehensive rewrite of the
Communications Act of 1934, which had ushered in an
era of universal phone service for rural areas. The 1996
Act’s provisions fall into five major areas: telephone ser-
vice, telecommunications equipment manufacturing, cable
television, radio and television broadcasting, and the
Internet and on-line computer services. All these cate-
gories will affect rural areas, but the issue of universal ser-
vice is the most critical. The 1934 Act’s universal service
provisions largely succeeded in making phone service
affordable in even the most remote locations.

The universal service provisions of the 1996 Act ensure
that quality telecommunication and information services
are available at reasonable rates for people in all regions
of the country. The regulations coming about as a result
of the Act are meant to address this in a manner that is
efficient for the national economy, while recognizing the
rapid ongoing improvements in telecommunication ser-
vices. The provisions also provide for advanced telecom-
munication services to rural educational facilities, health
care providers, and libraries. Without the provisions,
rural areas may rapidly fall behind urban areas in our
increasingly competitive economy.
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Montana Adapts to the Telecommunication Act of 1996

Montana is one of the most rural States in the country and has the third smallest population. As a consequence of the State’s
vast distances and many mountainous regions, telecommunication networks are costly to install and maintain. Yet, in order to
compete in today’s markets, rural firms must either keep up with technological change or cease to exist. The Telecommunications
Act of 1996 addresses the growing need for interconnection between rural and urban areas.

The Montana Public Services Commission (PSC) believes that the areas of legislation that will provide the greatest changes are
universal service and the introduction of a competitive local phone service. The Act will also affect the regulatory power of the
PSC. Previously, the PSC had no jurisdiction over wireless and cooperatively owned local phone companies. Recently, the
Montana legislature gave the PSC jurisdiction over resellers, arbitrations, and interconnections. With the telecommunications
field growing, the PSC is devoting two full-time employees and an attorney solely to telecommunications and telecommunication
legislation.

Many Montanans are concerned with the changes in the pricing structure and the overall support mechanism that the Act will
bring during the next few years. The Montana Telephone Association, an association of local phone companies, feels that small
businesses are getting pushed aside during the considerations by the FCC until standards for large businesses can be set. The
standards for the large companies, they fear, may be too harsh for smaller businesses to handle. By not allowing second-line
(multiple phone lines) exemptions (used by the majority of schools and small businesses), the basic rates for these services
could triple. The Association believes that even with the proposed 50 percent discount, both schools and small businesses will
be worse off in the long run. Ironically, it is precisely the schools and small businesses that the Act sets out to help through uni-
versal service.

Funding has been allotted for schools and other centers where access to the Internet and other resources can be made public.
The FCC regulations allow for all schools and health centers that hook up to the Internet to be funded through the universal ser-
vice provision. Problems may arise, however, according to the Association, from using the universal service for purposes beyond
the fund’s original intent to ensure basic telecommunications infrastructure capable of supporting advanced equipment and ser-
vices at reasonable prices to rural and urban areas.

Although access to adequate financing for telecommunications-related equipment and services should be available, the Montana
Telephone Association (MTA) feels that the funding should not be the responsibility of universal service. Also, in allowing exemp-
tions for small telephone companies but none for the bigger Bell companies, the incentive for the Bell companies to continue pro-
viding high-cost services to rural areas decreases. This could be particularly harmful to such rural States as Montana whose Bell
company, in this case US West, is responsible for 57 percent of the telecommunications coverage. US West may have been
given further economic incentive to disinvest. The solution to providing schools and health centers with the basic supportive
telecommunications infrastructure, Internet access, and more advanced equipment and services, MTA argues, is found in govern-
ment and private money instead.

Montana educational and health centers are succeeding through government and private funding. The Burns Telecommunica-
tions Center and Virtual Medical Center receive financial support from Montana State University, the Federal Government, private
contributions, and earned revenues, such as tuition. The Burns Telecommunications Center concentrates on distance learning
projects that transmit the educational curriculum from the university throughout the State, to other States, and even international-
ly via two-way interactive video and the Internet. The Virtual Medical Center allows rural health care workers to access medical
information without having to travel long distances. Both centers are hindered by rural Montana’s limited telecommunication infra-
structure.
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Jacqueline Salsgiver

Industrial Uses of Agricultural Products
Such as Crambe Play a Role in Rural
Community Development

Growing public concern about pollution and the environment has
sparked interest in industrial uses of agricultural products.
Industrial uses of these products can provide farmers with new mar-
ket opportunities. Expanding industrial demand for farm products
may boost farm income and can restore economic opportunity in
rural communities by attracting value-added industries. For exam-
ple, increased crambe production and the construction of a new
oilseed processing plant may bring employment and income growth

to rural North Dakota.

griculture is most often associated with food pro-
Aduction, but many agricultural products can also

be used as inputs into the manufacture of indus-
trial products and consumer goods. Nonfood and non-
feed applications of agricultural products include printing
inks made from soybeans and biodegradable plastics
made from corn starch. New industrial crops, hereafter
referred to as new crops, are those not traditionally grown
in the United States and include crambe, an oilseed crop
used in the manufacture of plastic bags and transmission
fluid; jojoba, a perennial crop native to Arizona,
California, and Mexico, used mostly by the cosmetics
industry; and kenaf, an annual fiber crop used to make
pulp and paper products.

Over the past century, interest in developing new crops
and new ways to use traditional crops has intensified.
Finding substitutes for commodities currently in use can
cut U.S. dependence on foreign imports, replace critical
materials in short supply during wartime, and replace
products that harm the environment with environmental-
ly sound ones. Technological advances have expanded
the ability to derive new, innovative products from raw
materials.

One of the issues facing the development and commer-
cialization of industrial crops and products is competition
with less expensive petroleum-based products.

Jacqueline Salsgiver is an economist in the Specialty Crops Branch,
Market and Trade Economics Division, Economic Research Service.
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Petroleum-based products are almost always less expen-
sive than agricultural products, but their market price
may not completely reflect their true cost to society. Air
pollution from fossil fuels, and the increasing cost to dis-
pose of nondegradable products, are not captured in the
price of the goods. On the other hand, agricultural prod-
ucts, which are renewable, offer nonmonetary benefits to
society that are often undervalued. This type of market
failure justifies a further look into the benefits of industri-
al uses of agriculture.

Research on Industrial Crops Reveals Potential
Benefits to Producers, Society

The development, commercialization, and adoption of
new crops can provide more planting alternatives to farm-
ers, increase commodity prices and farm income, and lead
to local employment and income growth. Most studies of
industrial crops and products conclude that these benefits
are currently small, but the impact may be larger if the
returns from production of new crops approximate those
of traditional crops, or if manufacturers substitute agricul-
tural commodities for traditional inputs. Finally, the addi-
tion of new crops to the farmers’ rotation can minimize the
risk of adverse weather conditions and uncertain markets.

Proponents of new crops also tout environmental benefits,
such as the development of crops that are better suited to
certain environments. For example, guayule, a desert-
adapted shrub containing natural rubber, and jojoba are
both drought-tolerant and could reduce the amount of

Rural Development Perspectives, vol. 12, no. 3



irrigation needed in production. This is particularly
important to the Southwest and Plains States, where com-
peting demands for water use are of growing concern
(OTA, 1991; USDA, 1992). Some new crops also fit well in
rotation with traditional crops, such as industrial rape-
seed in rotation with corn and soybeans, which can mini-
mize soil erosion and naturally control weeds and pests.

Environmental benefits may also be realized from indus-
trial uses of traditional crops. Alternative fuel use, such
as ethanol and biodiesel (a diesel-type fuel made from oils
extracted from animal fats or from oilseeds and plants),
offers air quality advantages over fossil fuels. In addition,
the use of biodegradable plastics made from corn starch
could alleviate waste disposal problems. However, these
benefits may be outweighed by the environmental costs of
increased crop production and new manufacturing
processes.

Industrial crops and products may substitute for goods
currently imported, potentially adding $15-$20 billion to
U.S. farm income (USDA, 1992). In addition, high-value
industrial exports could replace some low-value bulk
commodity exports (OTA, 1991). Finally, industrial crops
and products can reduce the Nation’s reliance on foreign
supply of strategic and essential materials, such as petro-
leum and natural rubber (OTA, 1991; USDA, 1992). These
domestic substitutes include alternative fuels and starch-
based materials in plastics production, and guayule as a
source of natural rubber.

Industrial Crops and Products Could Have Greatest
Impact on Rural America

Despite the potential benefits of industrial crops and
products for society, they may bring about only marginal
changes in farm income and agricultural output at the
national level, particularly in the early stages of crop pro-
duction. However, there may be greater impacts at the
local level and in rural communities.

The development and commercialization of new industrial
crops and uses for traditional crops can affect rural
economies in several ways. First, farm income could rise as
a result of new crop opportunities and/or increased
demand for existing crops. Second, if farm production
increases, the level of inputs, transportation, and storage
will also increase. Jobs in farm-related industries, such as in
the processing of raw commodities and the production of
new products, could be created. Finally, rural employment
may also rise because of the multiplier effects of enhanced
farm income, increased demand for agricultural inputs, and
the establishment or expansion of processing and manufac-
turing facilities that use agricultural commodities.

The benefits to rural communities from the development
or enhancement of industrial crops and products depend
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in part on the industrial mix of the community. Rural
areas with a large agricultural base are likely to experi-
ence a greater impact due to changes in farm employ-
ment, income, and land value than are rural areas that
specialize in nonagricultural activities (OTA, 1991).
Approximately 24 percent of all nonmetropolitan counties
are classified by ERS as farming-dependent, deriving at
least 20 percent of their total labor and proprietor income
from farming. These counties are primarily concentrated
in the Great Plains, spanning North Dakota to the Texas
Panhandle, and may best accommodate industrial crops
and products development.

However, even when nonmetro areas show potential for
success in the development of industrial crops and prod-
ucts, not all of the potential income and job benefits will
be realized. For instance, expansion in agricultural pro-
duction is often attributed to technological change and
increased productivity, and does not always translate into
more jobs on the farm. Therefore, even when more crops
are produced, because industrial uses have caused an
increased demand for traditional crops or if farmers begin
growing new crops, employment in farm production will
not necessarily rise. And, when gains from the expansion
of industrial crops and products are realized, the higher
valued benefits may not all be captured on site. Afirm’s
location decision is based on a region’s resource base,
transportation costs of the raw commodity relative to the
processed product, and the availability of skilled labor.
Rural areas generally have an advantage over urban areas
in availability of natural resources, lower tax rates, and
less expensive land and labor costs. However, some com-
modity processing plants, particularly for those crops that
cost less to transport and store, are located in metro areas.
And some industries targeted as potential users of new
agro-industrial commodities, such as the chemical and
rubber industries, are also located in metro regions
because they rely on highly skilled labor and technicians.
In these situations, metro areas may receive more benefits
from industrial crops and products than nonmetro areas
(OTA).

If the development of new industrial crops is to be used
as a rural development growth strategy, it may be useful
to develop criteria for which new crops or enhancement
of traditional crops for industrial uses would likely cause
the greatest net gain for a region. A new crop should pro-
vide some benefit to farmers in the region by fitting into a
crop rotation, having the ability to be grown on otherwise
unproductive land, or replacing a lower valued crop.
Ideally, the region should also capture some of the front-
ward linkages of the new agricultural products, such as
processing and marketing. Below is a case study that
illustrates how a rural area is affected by the creation or
enhancement of industrial crops and products.
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An Increase in Crambe Production and Processing
Boosts Income in Rural North Dakota

Crambe is an annual oilseed crop first introduced in the
United States in 1940. Sustained commercial production
began in 1990 in central North Dakota. The crop is grown
for its inedible oil, which contains high amounts of erucic
acid, a 22-carbon fatty acid. Erucic acid is used to make
intermediate chemicals, such as slip and antiblock agents,
emollients, and surfactants, that are used in the manufac-
ture of such items as plastic bags, cosmetics, personal care
products, and laundry detergents (Glaser, 1996). Crambe
oil could potentially be used in paints and coatings,
nylon-1313, plastics, and hard waxes (USDA, 1993).

Industrial rapeseed is the traditional source of erucic acid
for the world market, but in the United States, crambe has
begun to tap into this market. Industrial rapeseed and
crambe are the only commercial sources of erucic acid
(Glaser). The United States currently imports about 40 mil-
lion pounds of rapeseed oil, primarily from Canada and
Eastern Europe, worth about $10 million annually. A small
amount of rapeseed is also grown in the Pacific Northwest.
It is estimated that an increase in domestic production of
crambe from 22,000 acres in 1996 to about 50,000 acres
would replace rapeseed oil imports (USDA, 1993).

The American Renewable Oil Association, an association
of crambe growers, contracted with 435 producers to grow
crambe on 50,000 acres in 1997, an increase of 28,000 acres
from the previous year. The number of acres contracted is
the estimated amount required to meet the domestic
demand for crambe oil. All of the acreage is in North
Dakota, with much of the production concentrated in the
center of the State. In addition to crambe production,
AgGrow OQils, a grower-owned company, has begun con-
struction of an $8-million oilseed crushing plant in Foster
County. The plant is a full-press, mechanical processing
facility and is scheduled to begin operation in November
1997, processing this year’s crambe crop. John Gardner, an
agronomist at AgGrow Oils, estimates production at 200
tons of seed per day at startup. The plant will process
other novel oilseeds, such as high-oleic sunflower and saf-
flower, flax, and possibly specialty canolas, as well as
crambe. AgGrow Oils plans to double the plant’s capacity
in 1998 and expects to process 250,000 acres of oilseed
crops from North Dakota. The firm also anticipates
adding a refining system to the plant in subsequent years.

To analyze the regional effects of crambe production and
processing, a study area of 15 nonmetro counties was
defined. The study area encompasses the major crambe-
growing areas and the related oilseed crushing plant (fig.
1). Total population in the region is 149,700, with income
of $40,382 per household (table 1). Nearly 24 percent of
the 86,538 jobs are in the services sector, the region’s
largest employer. Although agricultural employment
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makes up only 15 percent of regional employment, 8 out
of the 15 counties are considered farming-dependent. The
region produces 11 percent of the Nation’s barley crop and
more than 26 percent of all sunflower seeds (table 2).

The effects of crambe production and its related enterpris-
es on the overall economy of the central North Dakota
study area are estimated using a regional input-output
model. An input-output model was chosen for its ability
to estimate the importance of agriculture to a region by
estimating regional multipliers (see box “What is Input-
Output Analysis?”).

The value of the 1997 crambe crop was estimated at $6.1
million, up $2.5 million from the 1996 crop-year value of
$3.6 million (see box “Estimating the Value of Crambe
Production and Processing” for details on estimating this
year’s yield and price). The difference of $2.5 million was
used to estimate the economic impacts of the expansion of
crambe production on the North Dakota study area (table
3). The growth in crambe output alone translates into
direct economic impacts of $1.2 million value-added and
the creation of 29 new wage and salary jobs. Value-added,
which includes employee compensation, proprietary
income, and indirect business taxes, is a measure of the
value of goods and services produced by the crambe
growers. When indirect and induced effects are calculat-
ed and added on to direct effects, the total economic
impacts of increased crambe production are $3.6 million
in total sales, $1.8 million in value-added, and 48 new
jobs.

Table 1

Economic characteristics of North Dakota study
region

Nearly 24 percent of all jobs in the 15-county North Dakota
study region are in the services sector

Item Number
Population 149,700
Income per household (dollars)1 40,382
Total employment: 86,538
Agriculture 12,893
Mining 446
Construction 4,287
Manufacturing 3,414
Transportation, communication, and
public utilities 4,048
Trade 17,929
Finance, insurance, and
real estate 3,822
Services 20,741
Government services 18,636

Yincludes noncash benefits.
Source: Minnesota IMPLAN Group.
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Figure 1
North Dakota study region

Most of the crambe production is concentrated in this 15-county region
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Source: Economic Research Service, USDA.

What is Input-Output Analysis?

Input-output provides a framework in which to collect, categorize, and analyze data on the interindustry structure and interdepen-
dencies of a region’s economy. Input-output models estimate the direct, indirect, and induced impacts from a final demand change
on a region. In this case study, the direct effects are the sales, employment, and value added generated directly by crambe pro-
duction and the construction and operation of an oilseed processing plant in Foster County, North Dakota. Indirect impacts are the
sales, employment, and value added that result from other firms in the local economy selling to the crambe enterprises, such as
the agricultural input industries, agricultural services, and wholesalers. Induced effects or impacts are the sales, employment, and
value added generated from the earnings of the workers in the newly created jobs as they are spent in the North Dakota study
region.

The input-output model used in this analysis is called IMPLAN (Input-Output Model for Planning and Analysis). The 1993 IMPLAN

Pro version was used to estimate economic impacts in this report. The model provides for county-level analysis from 528 industry
sectors, similar in detail to the 3-digit SIC level for most industries. The ability to assess a change in the overall economic activity

of a region as a result of some change in one or several economic activities is the appeal of using a model like IMPLAN.

Using the $2.5-million figure implicitly assumes that the
planting of crambe on 28,000 additional acres in 1997 was
on unproductive land, which may overestimate crambe’s
value to the North Dakota study region by not accounting

for the opportunity costs associated with growing crambe.

However, the per-acre return from crambe production of

Rural Development Perspectives, vol. 12, no. 3

$83.04 far exceeds that of other crops grown in the region
(table 4). By comparison, an increase in canola production
by 28,000 acres would generate only $1.8 million in addi-
tional sales, $900,000 in total value-added, and 24 jobs,
including induced and indirect effects. These impacts
from canola are roughly half the size of those from
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Table 2

Agriculture of the North Dakota study region

The study region produces over 26 percent of U.S. sunflower
seeds

Regional Share of
Item value national total
1,000 acres Percent
Acreage:
Land in farms 11,462 1.2
Total cropland 8,837 2.0
Harvested cropland 6,062 2.1
Irrigated land 37 0.1
$1,000
Value:
Agricultural production 715,074 0.4
Crops sold 523,719 0.7
Livestock sold 191,326 0.2

1,000 bushels

Production:
Barley 43,259 10.9
Corn 2,739 *x
Wheat 126,631 5.7
Oats 10,676 4.3
1,000 tons
Hay 992 0.8
1,000 pounds
Sunflower 589,288 26.3

**=| ess than 0.1 percent.
Source: 1992 Census of Agriculture.

crambe production (table 3). Therefore, the net gain from
crambe in this case may be viewed as the difference
between the region’s impact from increased crambe pro-
duction and the region’s impact from increased produc-
tion of canola, the next best alternative crop. The differ-
ence would be even greater if crambe were substituted for
crops less profitable than canola. Aside from the out-
standing profitability of crambe, the grower also benefits
by having another crop to put into the crop rotation, a
benefit that is not captured in this analysis.

A similar impact analysis was performed on the oilseed
processing plant (table 5). Of the $8 million outlay for the
plant, $3.5 million is to be spent on processing machinery,
$4 million on construction materials and labor, and $0.5
million on engineering and technical services. The total
output effect is estimated at over $10 million and 86 full-
and part-time jobs. Because building the plant is a one-
time shock to the region, these effects are not expected to
be permanent.

The last phase of the crambe analysis is to examine the
impacts associated with the oilseed crushing plant (table
6). In the first year of operation, the plant will process the
1997 crambe crop, which is estimated to be nearly 60.1
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Estimating the Value of Crambe Production
and Processing

The first task in estimating the impacts of crambe on the
North Dakota study region was to estimate the size of the
crop, its value to the growers, and the value of the
processed oil and meal. First, assume that 90 percent of
the 50,000 contracted acres in 1997 will be harvested, that
is, a 10-percent loss due to hazardous weather conditions,
which leaves 45,000 harvested acres. Multiplying 45,000
by the estimated average yield of 1,350 pounds per acre
results in a total crambe crop of 60.75 million pounds.
Given the contracted price of 10.1 cents per hundred-
weight, the value of the crambe crop is estimated to be
$6.136 million.

To estimate the value of production at the processing plant,
industry sources suggest an 82.6-percent recovery rate for
crambe oil and a 98-percent recovery rate for the meal at a
mechanical processing plant. Crambe seeds contain 35-
percent oil; therefore, there are 21.26 million pounds of oil
in 60.75 million pounds of crambe. However, only an esti-
mated 82.6 percent, or 17.56 million pounds of oil, is recov-
ered. Subtracting the pounds of extracted oil from the total
amount of crambe yields 43.19 million pounds of crambe
meal. Using the estimated 98 percent recovery rate, the
output of crambe meal is about 42.32 million pounds. The
total loss rate for crambe processing at this plant is antici-
pated to be 1.4 percent.

Prices for crambe oil and meal are not available, so price
ranges of 28 to 35 cents per pound of oil and $75 to $100
per ton of meal are used as best estimates, based on
industry analysts’ forecasts of supply and demand of
crambe and industrial rapeseed. Crambe oil competes with
industrial (high-erucic acid) rapeseed oil in national and
international markets. If supplies are adequate, prices may
be in the low end of the range. However, if supplies tight-
en, prices may rise to the upper end of the range. The
price of crambe meal is probably about one-third the price
of soybean meal. Crambe meal can be fed only in limited
guantities to beef cattle, per FDA regulation, and feed for-
mulators may not be familiar with it, but the residual oil in
meal gives it a higher value than it would from solvent
extraction. Given the volumes cited above, the value of the
crambe oil is estimated at $4.9 to $6.1 million and the meal
at $1.6 to $2.1 million. The total value of the two products
is $6.5 to $8.3 million.

million pounds. The value of production from the plant is
difficult to determine because prices for crambe oil and
meal are proprietary. Direct sales are estimated at $7.4
million (see box “Estimating the Value of Crambe
Production and Processing”). Including indirect and
induced effects, the total value-added from crambe pro-
cessing is estimated at $2.2 million, with a possible
increase of 40 new jobs.

The combined direct effect from crambe production, the
construction of the processing plant, and the crushing of
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Table 3

Economic impacts of expanded crambe and canola production, 1997-98
The 28,000 gain in acres planted of crambe translates into a value-added increase of $1.8 million to the region

Crambe production

Canola production

Value Number Value Number
Impacts Sales added of jobs Sales added of jobs
----- Million dollars- - - - - - - - - -Million dollars- - - - -
Direct 25 1.2 29 1.2 0.6 14
Indirect and induced 11 0.6 19 0.6 0.3 10
Total 3.6 1.8 48 1.8 0.9 24

Source: Generated by USDA’s Economic Research Service using IMPLAN-Pro.

Table 4

Profitability of selected crops in North Central North
Dakota

Crambe exceeds all other major crops in North Central North
Dakota in profitability

Table 6

Economic impacts of new plant operation,

1997-98

During the first year of operation, the new oilseed crushing plant
will be responsible for the creation of 35 to 45 new jobs

Crop Returns to land, labor,
and management

Impacts Sales Value added Number of jobs

Dollars per acre

Crambe 83.04
Canola 44.21
Alfalfa (established) 42.94
Buckwheat 41.16
Sunflower (confectionary) 39.61
Winter wheat 31.12
Barley 15.51
Sunflower (oil) 11.93
Oats (6.99)

- - - -Million dollars- - - -

Direct 7.4 1.2 13
Indirect and

induced 1.7 1.0 27
Total 9.1 2.2 40

Source: North Dakota State University Extension Service, 1997.

Table 5

Economic impacts of constructing a new oilseed
crushing plant, 1997-98

Although the impacts from the plant construction will be
temporary, the region will gain $3 million in value
added

Source: Generated by USDA’s Economic Research Service using
IMPLAN-Pro.

Table 7

Combined economic impacts of crambe production

and plant construction and operation, 1997-98

Nearly $7 million in value added will be generated by the expan-
sion of crambe production, oilseed crushing plant construction,
and the sale of the crambe oil and meal in 1997

Impacts Sales Value added Number of jobs

Impacts Sales Value added Number of jobs

- - - -Million dollars- - - -

Direct 8.0 1.7 46
Indirect and

induced 2.2 1.3 40
Total 10.2 3.0 86

- - - -Million dollars- - - -

Direct 17.9 4.1 88
Indirect and

induced 5.0 2.9 86
Total 22.9 7.0 174

Source: Generated by USDA’s Economic Research Service using
IMPLAN-Pro.
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Source: Generated by USDA’s Economic Research Service using
IMPLAN-Pro.

43



Table 8

Combined employment impacts of crambe enterprises, 1997-98

Most of the new jobs created are in agriculture

Direct Share of Indirect and Share of Total Share of
Category job impact job created induced job impact job created job impact job created

Number Percent Number Percent Number Percent
Agriculture 29 33 3 4 32 18
Mining 0 0 0 0 0 0
Construction 36 41 2 2 38 22
Manufacturing 13 15 3 4 16 9
TcPut 0 0 8 9 8 5
Trade 0 0 30 35 30 17
FIRE? 0 0 9 10 9 5
Services 10 11 30 36 41 24
Government services 0 0 1 0 0 0
Total 88 100 86 100 174 100

1Transportation, communications, and public utilities.
2Finance, insurance, and real estate.

Source: Generated by USDA’s Economic Research Service using IMPLAN-Pro.

the 1997 crambe crop is estimated at $17.9 million and 88
new jobs in the North Dakota study region (table 7).
Indirect and induced effects bring the total to nearly $23
million in total output and 174 new jobs.

Job gains are disaggregated into nine major economic sec-
tors (table 8). Direct job impacts occur in the agriculture,
construction, manufacturing, and services sectors.
Indirect and induced effects allow for job gains mainly in
the trade and services sectors. Most of the new trade jobs
are in wholesale trade and eating and drinking establish-
ments, while hospitals accounted for most of the new ser-
vice jobs. Of total jobs created, 24 percent are in services
and 22 percent are in construction.

The employment and income impacts from crambe pro-
duction will be sustainable for the North Dakota study
region if the demand for crambe does not fluctuate signif-
icantly. Industry sources estimate that about 50,000 acres
of crambe production will be able to supply market clear-
ing levels of crambe oil. In addition to the employment
and income growth estimated in this study, expansion of
the processing plant in Foster County is anticipated.
Once the plant reaches full-scale operation, employment
in this higher valued industry will likely increase.

Conclusion

The development of new industrial crops may result in
modest rural employment growth in agriculturally
related industries. Choosing new crops that can attract
related industries to a region, such as oilseed crushing, is
key to using agro-industrial demand as a tool for rural
development.

The results of this study demonstrate the importance of

crambe to a farming-dependent region of North Dakota. A
full 42 wage and salary jobs were added to this area as a
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direct result of the increase in the production and process-
ing of crambe. Through local purchases of supplies and
the spending of crambe-related income, the industry gener-
ates another 46 wage and salary jobs. The region will enjoy
the added benefit of the construction activity while the
plant is being built, temporarily adding 46 new positions
and generating another 40 jobs in related industries and in
other industries as the new workers spend their wages.

The crambe case study also underscores the importance of
value-added industries to the economy. These higher
wage jobs provide opportunities for nonmetro residents,
thereby retaining population in rural areas.
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Valerie Grim and Anne B. W. Effland

Sustaining A Rural Black Farming

Community in the South

A Portrait of Brooks Farm, Mississippi

The rural South has long been, for Blacks especially, a place charac-
terized by declining agricultural opportunities, diminishing num-
bers of land owners, limited education and employment, few gov-
ernment services, continuous outmigration, and persistent poverty
for many who remain. Nevertheless, not all communities suffering
from these conditions have abandoned hope. Some have drawn on
the strength of their own traditional institutions to sustain and
even rebuild community life. Members of the Brooks Farm com-
munity, in the face of declining population and resources, have
continued to provide services from within the community. At the
same time, they have learned new ways to organize to secure ser-

vices the community cannot provide for itself.

To cope, Blacks have developed, in the words of

Cornel West, “cultural structures of meaning and
feeling that created and sustained communities . . . ways
of life and struggle that embodied values of service and
sacrifice, love, and care, discipline and excellence” (p. 15).
In Brooks Farm, a Black farming community in the
Mississippi Delta, those “cultural structures” and “ways
of life and struggle” have translated into the leadership
and community commitment identified by sociologists
and rural development professionals as critical to build-
ing sustainable communities. Out of the traditional insti-
tutions of the Brooks Farm community—families, church-
es, schools, civic organizations, and small businesses—has
come a variety of grass-roots strategies for supporting
individual and community well-being.

B lacks have a long history of struggle and survival.

Based primarily on a series of oral interviews with current
and former residents of Brooks Farm (see box for discus-
sion of data sources), this article describes some of the

Valerie Grim is associate professor of Afro-American Studies, Indiana
University, and is currently visiting associate professor of History and
interim director of the African American Studies Program, lowa State
University. Anne B. W. Effland is a social science analyst in the Market
and Trade Economics Division, Economic Research Service. The article
is based on interviews by Grim, a native of Brooks Farm, with members
of the Brooks Farm community.
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ways in which the strength of these institutions has
helped the community face change. Although these insti-
tutions have themselves changed over time, they continue
to define the community’s approach to providing its
members with the resources and support they need to
cope with such challenges as the decline of agricultural
employment, outmigration, and a changing family struc-
ture in Brooks Farm and surrounding communities.

Origins of the Brooks Farm Community Are Unique

Brooks Farm is a Black rural community located in the
Yazoo-Mississippi Delta in Sunflower County, Mississippi,
near the small town of Drew (fig. 1). Brooks Farm’s ori-
gins and development as an independent Black farming
community are unique in the Delta. Begun as a White-
owned plantation in the 1920’s, its founder, Palmer H.
Brooks, intended from the beginning to build the planta-
tion into a community of independent Black farmers. The
original settlers, about 60 Black families, worked as day
laborers or tenant farmers on the land or as skilled crafts-
men in the plantation businesses owned by Brooks and
other investors. The first 10 families became landowners
in 1945 with the purchase of 40- to 80-acre farms.

More farm purchases followed in the next few decades,

while other Black residents eventually established inde-
pendent businesses such as cotton gins, mills, wholesale
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Figure 1
Location of Brooks Farm community

The Brooks Farm community encompasses 4,000 acres of farmland
in the Yazoo-Mississippi Delta region of Mississippi
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Source: Economic Research Service, USDA.

supply operations, and lodging houses. Thus, Brooks or concentrated in segregated neighborhoods within larg-
Farm, surrounded by hundreds of White-owned planta- er mixed-race towns working for White employers, did
tions, developed as an independent community of Blacks not lead to the kind of community self-direction experi-
in control of their own economic and social development. enced in Brooks Farm.

The more common pattern of Black settlement, either
widely dispersed as sharecroppers on White-owned land,
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Brooks Farm Developed Strong Institutions
During Its Early Years

While the origins of Brooks Farm’s institutions are
unique, its institutions themselves—the family, schools
and churches, and civic groups—are not. The same tech-
niques of adaptation and survival have been used to sus-

tain community in the Black sections of other Delta towns.

With the migration of rural Blacks to urban neighbor-
hoods, these same institutions have been central to efforts
to sustain community in dramatically different settings.
In Brooks Farm, as in other Black communities, these
institutions together constructed a community of shared
values and provided a safety net that supported commu-
nity members in need.

During the 1950’s and 1960’s, the Brooks Farm communi-
ty consisted of about 175 families. Nuclear families
formed the core of the community. Most families were
large, averaging eight children, close-knit, and generally
economically self-sufficient, providing all the labor to
meet their own household needs and to run their farming
and other businesses.

Despite such self-sufficiency, however, family and com-
munity ties in the small community were closely inter-
twined. Kinship had an extended meaning in Brooks
Farm, where the “kinship network” included not only
nuclear and extended families, but also other community
members. People in Brooks Farm expected each other,
family or not, to contribute when the need arose. Family
life, in turn, sustained this community ethic, by teaching
children the values of cooperation, honesty, respect, trust,
love, and hard work.

Families worked cooperatively as well, to build the insti-
tutions that drew the families of the community together.
Founder P. H. Brooks built one school and one church
when he established the community in 1923, but by 1947,
Brooks Farm residents had added three schools and eight
churches.

Both churches and schools explicitly encouraged commu-
nity participation. Church teachings included civic
responsibility, leadership, community development, and
adult literacy. Specific lessons focused on community
responsibility for road improvement and community
beautification, as well as the importance of choosing effec-
tive spokespersons for the community. Schools empha-
sized basic instruction in reading, writing, and mathemat-
ics. Following the ideas of Booker T. Washington and oth-
ers on teaching literacy and skills for economic indepen-
dence to sustain self-sufficient, independent Black com-
munities within the larger American society, the schools
also taught practical work skills including homemaking,
agriculture, trades, and household and mechanical
repairs.

Rural Development Perspectives, vol. 12, no. 3

Brooks Farm families have invested to an unusually high
degree in the higher education of their children, sending
nearly 100 children to college over the years. The invest-
ment has paid off, literally, through the contributions of
these children, many of whom have migrated to well-paid
jobs in urban areas, to their own families, and to the local
churches to support educational and social programs.

By the 1940’s, Brooks Farm residents embraced such
national fraternal orders as the Masons and Order of the
Eastern Star, offering experiences in leadership and con-
nections to other communities. Local clubs, the Brooks
Farm Homemakers Club for women, the Farmers’ Club
for men, and the 4-H Club for children, also became
important in the community around the same time.
During the peak years of the community, 1940-60, the
women’s club averaged 120 members, the men’s club
about 75, and 4-H in the hundreds.

Brooks Farm Is Smaller and Less Dependent on
Agriculture in the 1990’s

As the structure of agriculture has changed in the last 50
years, so has the structure and landscape of Brooks Farm
community. As elsewhere in the Delta, the number of
farms, especially those owned by Blacks, has dramatically
declined and those that remain are considerably larger
than the 40 to 80 acres with which Brooks Farms’ opera-
tors began. As opportunities for employment in cities
have multiplied, and opportunities for employment on
farms have shrunk in the face of modern agricultural tech-
nologies, large numbers of Delta residents, particularly
Blacks, have migrated away from their home communities.

Outmigration from Brooks Farm has been the rule since
the community’s founding during the 1920’s, when the
first major Black northward migration was in full swing.
However, during those early years, as some residents left,
others arrived from nearby communities, usually within
about a 60-mile radius. New arrivals were drawn to
Brooks Farm by family connections and by the economic
opportunity and social independence of the new commu-
nity. Not until the 1960’s did outmigration surpass inmi-
gration, beginning the population decline common to
most Black communities in the South.

Outmigration has stressed Brooks Farm by enticing many
of the skilled and likely leaders of the community to leave
for urban centers. Nearly all of the community’s college
graduates have left for careers in other places. And as the
population has declined, the community’s ability to sus-
tain or create economic opportunity for others who might
wish to remain has been weakened.

The number of families in Brooks Farm has dwindled to

41, who now have smaller households, fewer than half (41
percent) are headed by a married couple. The average
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number of children per family is still relatively high (3-5),
but most of these children are grown and have left Brooks
Farm. The majority of children still living in Brooks Farm
reside in households headed by never-married single par-
ents, who are the youngest group of household heads,
ranging in age from 20 to 40. In contrast, married couples
ranged in age from 21 to 80.

Of the 63 current adult residents of Brooks Farm, only 20
are employed. The remainder, primarily retired elderly
and young single mothers, survive on a combination of
pensions, personal savings and assets (including rental
income from land, primarily to cover property taxes), and
government transfer payments.

Only nine households continue to be supported primarily
by farming. Of those nine, most grow cotton and soy-
beans, but about half have diversified their operations,
adding vegetable, hog, and catfish production. Farm sizes
range from 150 to 400 acres, consolidated both by pur-
chase of farms from families no longer in the community
and by rental of land from retired community members
and from absent community members not willing to per-
manently part with family land. In some cases, these
landowners plan to retire to their family land in Brooks
Farm. About half of the full-time farmers in Brooks Farm
have participated regularly in Federal farm programs
since the 1960’s.

Eleven other households are supported by a combination
of part-time farming and off-farm jobs. Brooks Farm resi-
dents work in State government, the State prison, insur-
ance sales, public school teaching, auto mechanics, weld-
ing, factories, seasonal day labor, and as self-employed
business people in trucking, retail, and personal services.

Families with earned income, both farm and nonfarm,
estimate their average annual incomes at around $25,000,
although farm income can vary dramatically from year to
year. In the last few years, several of these families have
had negative farm income and survived through savings,
loans, and the assistance of absent family members.
Those families receiving government income assistance
payments, who may also do occasional part-time work or
receive assistance from family members, estimate their
average annual incomes at about $5,000.

Educational levels varied among Brooks Farm house-
holds. Among the households headed by never-married
women, fewer than half completed high school and none
attended college. All had become mothers as teenagers.
Of the households headed by never-married men, half did
not finish high school and had only intermittent employ-
ment. The other never-married men had completed either
high school or college and held full-time jobs. Among all
households with earned income, 35 percent had complet-
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ed college and an additional 9 percent had attended at
least 2 years. An additional 35 percent had completed
high school, and only 22 percent had 8 years of schooling
or less.

Community Institutions, Though Fewer,
Have Adapted to Change

As the community has faced economic and demographic
change, the community’s institutions have changed as
well, adapting both to the reality of a smaller number of
residents and to a demanding set of new challenges.
Desegregation and consolidation have closed the schools
in Brooks Farm, the number of churches has dwindled to
two, and the only remaining civic organization is a much
smaller women’s club. At the same time, the large fami-
lies available to meet each other’s needs have disappeared
with the outmigration that followed the decline of self-
sufficient family farms. The current institutions of Brooks
Farm, though fewer and smaller, have become more
focused on providing the personal and economic support
systems formerly provided by these extended families.
These remaining institutions of Brooks Farm have also
reoriented their vision of service to include a more explicit
reaching out to nearby communities, sharing the strength
of their surviving community with nonresidents who are
in need of such support.

The Merry Grove and East Mount Olive Baptist churches
and the Brooks Farm Women’s Club continue to meet
some of the same needs as they did in the past. The
churches continue to advocate civic responsibility, leader-
ship, and adult literacy. The women’s club continues to
emphasize dissemination of information on health care,
food and nutrition, and child-rearing. Yet new social and
economic conditions have brought all three groups
together to support programs and services aimed primari-
ly at the elderly, young children, teenagers, and the poor,
whose needs the current family structure can no longer
meet effectively.

Caring for the Elderly and Poor. The community of
Brooks Farm has always looked after the elderly with its
own resources. At one time a traditional family responsi-
bility, the daily care of aging parents fell to others in the
community as adult children began to migrate to cities.
Most of the elderly cannot afford home care and even
when they can, few home care workers want to drive into
the countryside. In some instances, children of the elderly
will hire someone in the community to look after their
parents until they have recovered; in other cases young
women in the community take on the responsibility them-
selves, communicating regularly with absent family mem-
bers. These women make frequent visits to the homes of
the elderly, perform domestic chores to make the elders
comfortable, monitor their health, make arrangements to
get them to the doctor when necessary, and make sure
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their prescriptions are filled. When elderly residents have
to be hospitalized, these young women visit and often
stay overnight, then stay with the elderly patients in their
homes after they are discharged. Women in the commu-
nity rotate their schedules to assure continuous service for
the elderly needing such attention.

Through the organized efforts of the women of the com-
munity churches, elderly community members also
receive daily hot meals—*“hot plates” filled with meat,
vegetables, bread, and dessert and delivered to their
homes. In the past, 25 to 30 elderly Brooks Farm residents
received these meals. Today, only about 5 or 6 elderly
women in Brooks Farm receive this service, still organized
by the women of Brooks Farm’s remaining churches.
Now, however, these church women serve an additional
10 to 15 elderly women in nearby communities.

As members of a traditional farming community, the
members of the Brooks Farm Women’s Club often look to
their own family operations to provide for the needy in
their community. Many of these women and their fami-
lies continue to tend large gardens and raise extra live-
stock to provide fresh produce and meat to the elderly
and poor in Brooks Farm and surrounding communities.
Club members deliver these items directly to the elderly,
while inviting young families to the gardens to gather
produce according to their needs.

Both Merry Grove and East Mount Olive churches also
maintain food banks, from which church members deliver
to the elderly and young single mothers in surrounding
communities. Merry Grove hosts Sunday dinners to help
feed the elderly and children from the nearby towns,
whom they believe may not be eating properly, and sup-
port thrift shops and clothing banks that provide inexpen-
sive used clothing for families with little income.

Caring for Young Children. Just as the community cares
for its elderly members when they are in need, those older
community members—retired parents, grandparents, and
others—make themselves available to young mothers for
child care. The lack of adequate, affordable day care con-
tinues to interfere with employment for many young
mothers in the rural South. Although Brooks Farm is no
longer home to many young children, parents from sur-
rounding communities look to older Brooks Farm resi-
dents for such services. These elderly women may help
support themselves by charging to care for children not of
their own families, but the fees are low—usually $25-$50
per week.

The church also functions periodically as a babysitting
facility, especially on weekends, although this practice
was more common in the past when Brooks Farm had
many more families. Children are brought to the church
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on Saturday and the elderly women in the community,
typically called the mothers, care for the children for
much of the day, giving the parents some time away from
child-care responsibilities.

Caring for Teenagers. Adults in the Brooks Farm com-
munity have become concerned about violence, drug use,
gang participation, homicide, and theft by young Black
men, which have risen to the highest level ever in the
Delta. Community members believe these problems stem
from unstable families, poor education, and lack of prepa-
ration for employment. To address these problems, men
of Brooks Farm, especially those who are active in Merry
Grove Baptist Church, have created a mentoring program.
They identify young men from small Delta communi-
ties—Marks, Drew, Ruleville, Minter City, Tutwiler, and
others—who have no fathers in their lives and who tend
to get in trouble. Pairing themselves with two or more
such preteen and teenage boys, the men offer support and
guidance through discussions that focus on education, job
preparation, morality, sex, disease, and fatherhood, as
well as avoiding drug use and gang participation.

The pairs arrange activities—Saturday outings at the
bowling lanes, basketball teams, picnics, and holiday din-
ners at the rural churches—as a way of placing the young
men in a different environment, hoping to expose them to
different modes of behavior. Monday nights are defined
as the “spiritual” night when the pairs meet at church to
engage in prayer, as well as an “open rap” about their
feelings and situations that they confront daily. The men
believe they are having some success, as the number of
boys who want to be involved in the program continues
to increase.

Teenage pregnancies in the Delta are also at their highest
level ever. Members of the Brooks Farm community, in
conjunction with members of the Merry Grove Missionary
Baptist Church, have taken on the task of mentoring
teenage mothers from surrounding communities to help
them understand how to care for themselves and their
children. Through the women’s club, the girls are taught
about proper food and nutrition, health care, child devel-
opment, and nurturing skills.

Some of the club women are also concerned that girls con-
tinue their own education and learn to value education
for their children. Book discussions with these teenage
mothers have been added to the mentoring program, to
encourage them to read so that they will encourage their
children to read and value learning. Familiarly called the
Women'’s Reading Group, the leaders of this group ulti-
mately hope to show teenage mothers how to make the
transition from public assistance to employment to pro-
vide for their children.
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Two women of the Brooks Farm Women’s Club have also
invested in a domestic cleaning business. The idea is to
build a clientele in the nearby community of Drew and
establish a stable business that can offer jobs to teenagers.
While the business is in its infancy, the women believe in
its potential and are committed to making it work, in part
as an example to young teenage mothers of how to create
opportunities for themselves.

Supplementing the efforts of the community’s churches
and women'’s club, economically successful individuals
and families in the community have made efforts, not
always successful, to address the need for jobs for young
people in nearby towns who face severely limited
employment opportunities. Few factories hire teenagers.
There are no fast food restaurants, malls or department
stores, no gas stations or mechanic shops. The only place
for most to find work is on the farms. Farmers from the
Brooks Farm community try to offer day labor to young
people in nearby towns. Most cannot pay more than min-
imum wage, but they also help the workers save money
by providing their lunch. Although the farmers of Brooks
Farm cannot hire a large number of people, they believe
that providing employment to at least a few individuals
has prevented some from being hungry.

Teenagers have yet to take advantage of offers to try their
hand at farming on their own. Farmers are willing to let
teenagers rent, at a very small fee, plots of land to raise
produce which they can sell to individuals and grocers.
The farmers are willing to spend the time teaching them
how to plant, cultivate, harvest, and market their pro-
duce. The churches have agreed to allow their grounds
to be used on Saturdays as a market place. The churches
will help the teenagers fill orders and will participate in
the delivery, as long as the young people are willing to
work. Other farmers are willing to help young people
invest in raising hogs for the market. They need the
help, because most of their own children have migrated,
and they have the desire to pass on the love of farming
and working on the land. Much to the disappointment of
these farmers, however, despite the opportunities for
earning fairly good returns over a summer of farming,
most teenagers from nearby towns have shown little
interest in learning agriculture.

To bring jobs to Brooks Farm and surrounding communi-
ties on a larger scale than most Brooks Farm individuals or
families can attempt, successful farmer Edward Scott built
the first Black-owned catfish farm and processing plant.
Reacting to employment discrimination against poor rural
Blacks at local factories, Scott established his catfish opera-
tion as a way of helping to alleviate some of the economic
devastation he saw among his rural neighbors. He has
employed over 50 people, adults and teenagers, in his
plant, and he continues to distribute fish nationwide.
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Brooks Farm Organized to Secure
Needed Government Service

Sustaining Brooks Farm has sometimes required learning
how to secure outside support to help with needed
improvements which are too expensive for individuals or
community groups to provide. The traditional institutions
of Brooks Farm, particularly the churches, have always
emphasized the importance of community development
and promoting effective leadership to ensure the commu-
nity’s success. As members of an unincorporated commu-
nity, without its own government, Brooks Farm residents
have found it necessary to approach their county govern-
ment to obtain the infrastructure development they believe
is necessary for the well-being of their community.

Brooks Farm residents joined with other nearby commu-
nities in a petition campaign for a public water system in
1994. The joint effort was crafted and led by Robert
Lindsey, a former school principal and current member of
the Leflore County Board of Education, who recognized
both a widespread need in the area and the greater likeli-
hood for success from a coordinated approach.

Members of the communities wrote letters and made
phone calls to county government offices to request help
in developing a public water system. The county govern-
ment initially ignored the requests. Public protests, how-
ever, secured the cooperation of county government in
certifying the need for such a system, allowing Lindsey
and a group of community leaders to win a $1.3-million
grant from the U.S. Department of Agriculture (USDA) to
install a rural water system. Community leaders
employed the same methods to secure a sewer system
and trash removal services, and they are currently work-
ing to secure improved road access for their community.

An earlier experience in organized community political
action had brought the Head Start program to nearby
Ruleville in 1965. Members of the Brooks Farm communi-
ty worked closely with well-known grassroots civil rights
leader Fannie Lou Hamer and others in petitioning
Congress to fund the program. Part of the Federal War on
Poverty, the Head Start program provided education and
early intervention for disadvantaged preschool children to
help them be prepared to learn effectively when they
reached elementary school age. Brooks Farm sent more
than 25 children to the Ruleville center in 1965, where
they joined about 200 other 3- to 6-year-olds from Drew,
Ruleville, Sunflower, and rural areas throughout sur-
rounding Leflore and Sunflower counties. Brooks Farm
now sends only two to three preschoolers to the current
center in Minter City, a small town in Leflore County,
although as many as seven children may attend in the
next 2-3 years.
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Head Start established a stronger connection between
Brooks Farm and the nearby communities and surround-
ing rural areas and brought a greater understanding of
how a community can work collectively to bring about
change. To ensure that the Head Start program survived,
parents in Brooks Farm, Drew, and Ruleville regularly
held fundraisers and donated food, school supplies, and
equipment to upgrade the facility. Because Brooks Farm
children had to travel 5-7 miles to attend the center,
Brooks Farm families worked with Head Start administra-
tors to arrange for free transportation. As a result, the
Head Start program paid local community members to
provide the needed rides, simultaneously resolving the
needs of parents and contributing employment to the
community.

Hope for the Future in Brooks Farm Lies with
Expanding Community, Returning Outmigrants

The community service commitments of the churches and
the experiences gained by community members through
campaigns to secure infrastructure improvements and
economic development have led many Brooks Farm resi-
dents to an enlarged vision of community. Many believe
their community’s future lies partly in redefining commu-
nity to include not only Brooks Farm but surrounding
small communities and rural areas. That connection occa-
sionally brings new permanent residents to Brooks Farm,
although most often new residents are joining extended
family members already in the community.

But the community’s greatest hope for the future is
focused on the permanent return of former community
members. Most of Brooks Farm’s outmigrants continue to
identify themselves with the community and its remain-
ing institutions, particularly church and family. They
return regularly for reunions and help support relatives in
Brooks Farm by sending money home when needed.
Their continuing commitment to sustaining Brooks Farm
as a place to come home to has, over the years, supported
continued land ownership and farming in Brooks Farm,
and has led to the influx of new ideas, new money, and
new energy for community development, especially in the
1990’s.

As the generations born in the 1950’s and 1960’s reach
middle age, they have begun to consider ways to recon-
nect more directly with their home community. A group
of former community members has plans to build a retire-
ment center and health facility in the community, both to
provide for current community members who may wish
to remain in Brooks Farm as they retire and for return
migrants who wish to spend their later years in the place
they still consider home. Other former community mem-
bers have already returned home, using money they have
saved from years of working at good jobs in the cities to
buy land, start small businesses, and help revitalize their
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childhood community. One couple brought back to
Brooks Farm the wealth they accumulated through a suc-
cessful business, built a home on repurchased family land,
and started a successful tailoring shop in town. Others
have returned to become farmers again, carrying on the
family tradition and supporting their aging parents.

Permanent return migration remains an occasional event,
but outmigrants home for reunions often inquire about
purchasing land and have shown a rising interest in com-
munity investments, suggesting that larger numbers of
return migrants may be likely in the not-too-distant
future. The pattern of return is slow, generally reflecting a
preparation for retirement. The potential effect on the
community’s economic and social future may be dramat-
ic, however. The accumulated urban earnings these out-
migrants will bring with them, even in the form of pen-
sions, should help the Brooks Farm economy, even pro-
viding additional employment and business opportunities
for younger families with children. Their broad range of
career and civic experiences may also strengthen the com-
munity’s capacity to take advantage of economic develop-
ment opportunities, both government and private.

Will Brooks Farm’s Traditional Institutions
Be Enough To Sustain It?

Evaluating the contribution of Brooks Farm’s institutions
to its long-term survival as a community is not easy. The
community has suffered the same loss of working age
population and loss of economic base as other rural com-
munities, both in the South and in other parts of the
Nation. Although the future looks more promising, it is
not certain that outmigrants will return in numbers that
will revitalize the economy, or that they will be able to
support the kinds of jobs needed to keep young and mid-
dle-aged adults in the community.

Moreover, a relatively small group of Brooks Farm resi-
dents who have adequate incomes have been able to pro-
vide for most of the unmet needs of the high percentage
of elderly and poor young families in their own commu-
nity and at the same time reach out to those groups in
nearby communities as individuals and through their
churches and women'’s club. Some fear the effects of wel-
fare reform may tax their capacity to meet such needs, as
church contributions and business incomes dwindle in the
face of lost government transfer payments to members
and customers and the scale of unmet needs increases.

Yet, the residents of Brooks Farm remain positive.

Relying on the community’s experience in securing grants
for infrastructure development, the churches plan to find
grants to help them meet the anticipated need for assis-
tance for the poor and young children. Individuals con-
tinue to work on economic development strategies,
investing their own funds to provide jobs for the unem-
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ployed. Brooks Farm residents do not behave as though
they believe their community has no future. They contin-
ue to look ahead and search for solutions, committed to
the idea that Brooks Farm, with its unique history, will
endure.

This commitment to continuing effort and investment
may be what defines the contribution of the community’s
institutions to its sustainability. Whether such a contribu-
tion will be enough to assure the community’s survival
remains to be seen. And whether such a model, if ulti-
mately successful, might also work in other communities
will likely depend on the unique patterns of their own
traditional institutions.
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A Note on Sources and Methodology

This article draws on a group of 50 personal and tele-
phone interviews with current and former residents of
Brooks Farm. Since 1986, Grim, a native of Brooks Farm,
has been recording open-ended conversations with com-
munity members to support research on the Brooks Farm
community as a case study of the history and develop-
ment of conditions for rural Blacks in the Mississippi Delta.
The interviews combine prepared questions with an open-
ness to direction by the interviewees. Prepared questions
focus on gathering objective data on the subjects and their
household and family members, as well as recollections of
specific community events, institutions, and traditions. The
open-ended nature of the interview process allows these
prepared questions to lead to spontaneous discussions of
other events and topics of interest to community members,
including attitudes toward the community and its traditions,
assessments of the role various events, institutions, and
traditions play in the community’s past and present, and
expectations for the community’s future.

Information gathered through the interview process is cor-
roborated by comparing responses among interviewees,
and by research in the records of public and private insti-
tutions, including governments, schools, churches, busi-
nesses, civic organizations, and households.

Much current research on community sustainability has
been focused on identifying indicators by which to mea-
sure a community’s ability to cope well with change and
survive, with the ultimate goal of determining how best to
support community efforts to sustain themselves. The
methodology employed in this article plays a role in reach-
ing that goal. By allowing a broad range of community
members to identify the key strengths of their community,
we gain an expanded local perspective on the formula for
sustainability. Moreover, individual community “portraits”
highlight the diversity of local needs and abilities, remind-
ing us of the need to wed the particularities of individual
places with the regional and national context afforded by
other, more aggregated studies.

Carol Stack, Call to Home: African Americans Reclaim the
Rural South, New York: Basic Books, 1996.

Cornel West, Race Matters, Boston: Beacon Press, 1993.
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Beyond the Amber Waves of Grain: An
Examination of Social and Economic
Restructuring in the Heartland

Paul F. Lasley, F. Larry Leistritz, Linda M. Lobao, and Katherine
Meyers, editors. Boulder, CO: Westview Press, 1995. 256 pages.
ISBN 0-8133-8903-5 (cloth) $39.95. To order, call 1-800-456-1995.

The financial “crisis” of the 1980s rocked public complacency
about farm restructuring. Americans were confronted with
the fact that bucolic notions of farm life did not match the
actual hardships and that the Jeffersonian ideal of family
farming was shattered. Policy makers discovered that long-
standing policies and programs were insufficient and that a
massive government bailout of the farm sector would be nec-
essary. Academic and other researchers became aware of their
limitations in anticipating the crisis and assessing its magni-
tude.... Some observers raised more fundamental issues about
the trajectory of farm change in the postwar era, including its
environmental and social sustainability. Traditional farm
organizations were forced to reconsider their platforms and to
compete for public attention with newly emerging grass-roots
groups. For farmers the crisis called into question a valued
way of life and possible career path for their children. At the
extreme, it meant loss of household savings, the violation of
intergenerational trust whereby farmland passed down
through generations, and sometimes the loss of human life.
(Linda Lobao & Paul Lasley, Chapter 1, p.2)

This book purports to be “the first systematic account portraying
how the crisis period shaped the lives and enterprises of farm
people in the grain-producing heartland of the Midwest.”
Economists and sociologists collaborated in this book, which
emerged from a North Central Regional Research Project (NC
184), with the support of the North Central Regional Center for
Rural Development at lowa State University. The study is based
on a 1989 survey of more than 7,000 farm men and women in 12
Midwestern States, the area hardest hit by the crisis. It focused
on changes from 1984 to 1988 in three arenas of rural life: the
farm enterprise, the farm household, and the farm community.
In its focus, the book is partially successful, although like the
paragraph quoted above, it promises more than it ultimately
delivers. Two shortcomings of the approach of the study have
been noted by this reviewer and others: (1) the focus is on the
people who remained in farming after the crisis had passed,
excluding those for whom the crisis resulted in exiting farming,
and (2) the survey methods employed did not allow any longi-
tudinal comparisons to establish whether the relationships
found had been significantly influenced by the crisis. Both of
these limitations result in difficulties in drawing strong conclu-
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sions regarding causality or association of the phenomena with
the farm crisis. No benchmark with which to the compare sur-
vey findings exists. Farm financial performance data from ERS’s
Farm Costs and Returns Surveys indicate that proportions of
farms having marginal solvency, marginal income, or both have
remained elevated even in the “post-crisis” period, indicating
the background level of these relationships may be higher than
anticipated.

In Chapter 1, Lobao and Lasley set the stage with a review of
some previous descriptions of the crisis and provide a map to
the remainder of the book. In a section entitled “Perspectives on
the Meaning and Significance of the Crisis” they discuss four
differing views of the crisis, varying from blaming it on farmer
greed and mismanagement, to seeing it as an aberration in an
otherwise well-functioning agricultural system, to seeing it as an
indictment of government involvement in agriculture, to finally
a wake-up call to address the inequality, concentration, and sus-
tainability of the trajectory of agricultural change. There are
varying quantities of truth in each of the viewpoints; but as stat-
ed, each is inadequate. Unfortunately, the authors do not
attempt to sort out the substance from the rhetoric in these
somewhat self-servingly stated viewpoints.

In Chapter 2, Daryl Hobbs and Robert Weagley provide a
descriptive and historical perspective on the 12-State study area
in which they document some of the macro and trade factors
that resulted in a build-up then collapse of farmland prices. The
role of proximity to metropolitan areas in conditioning the
responses of the farm sector and farm communities is well
developed. F. Larry Leistritz and Freddie Barnard provide as
clear a picture of the financial underpinning of the crisis as can
be gleaned from a single-time survey. These two chapters could
have been strengthened by a discussion of the contribution of
government support payments to net farm (or household)
incomes over the study period. Had this been attempted, it
would have confirmed that the crisis was very selective in who
was affected and how. Since the cost pressures were mostly
from interest costs, the financial pressures from declining collat-
eral values of land, and the government policy response was to
continue to rely primarily on direct commodity payments, farm-
ers with little debt frequently saw their incomes increased by the
crisis. It can be argued that the brunt of the crisis fell not upon
the greedy or poor managers, but upon those farmers who were
most completely adjusted to the expectations of the 1970’s when
the macro policy regime changed at the beginning of the 1980’s.
Further, such an analysis would likely have illuminated why
reliance on traditional policies failed to deal adequately with the
crisis, and measures to ease the derivative burden on financial
institutions had to be adopted.
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Bruce Johnson and Raymond Vlasin’s discussion of farmers’
adjustments and reactions to the crisis cries out for longitudinal
comparison and testing of statistical significance of findings.
Interpretation of their results is difficult without knowing what
background levels of response for “normal” or “good” periods
would have been. The differences among regions, age groups,
and gross sales categories do not appear to be statistically signif-
icant. Perhaps they would be significant across good times ver-
sus bad times.

The Kent Olson and William Saupe chapter on plans for chang-
ing the farm business and needs for training has many of the
same problems of apparent lack of statistical significance across
groups. However, by presenting only the extreme categories in
their tables, it is less noticeable. Again proper tests of signifi-
cance and longitudinal comparisons or comparisons to bench-
marks are needed to fully interpret the data.

In Part |1, focusing on the farm family, Jackie Fellows and Lasley
investigated the changing division of labor on family farms.
Many of the comparisons were interesting, especially division of
farm and household tasks by off-farm employment status of
operators and spouses; but were disappointing in their wide-
spread lack of statistical significance. The study, therefore has to
be regarded as exploratory, providing more finely tuned
hypotheses for future surveys and analyses. Lasley’s chapter on
the impacts of financial hardship on familial well-being is espe-
cially insightful, linking perceptions of well-being, familial
adjustments, and causal factors (age, family net income, and
debt/asset ratio). The Katherine Meyer chapter on perceiving
hardship and managing life contained a great deal of new infor-
mation, well analyzed and presented. The author was careful to
draw valid conclusions about the pressures and coping strate-
gies of the women who were surviving the crisis, without gener-
alizing to those not included in the study.

In the final section concerning community and social interaction,
Arlo Biere analyzes respondents’ perceptions of improvement or
worsening of community conditions in job opportunities, health
care, child care, shopping, fire/safety services, and entertain-
ment, using the ERS County Typology and Rural-Urban
Continuum codes. The analysis is solid and concludes that not
all community changes were correlated with changes in farming,
although many changes started first in the farming and manu-
facturing dependent counties. Lobao, in a chapter on organiza-
tional, community and political involvement, finds little evi-
dence of militancy or involvement in protests among respon-
dents. She correctly notes that by focusing on survivors, the
groups most likely to have been radicalized over the period
were excluded from the survey.

Two wrap-up chapters by Leistritz and Meyer and by Lasley
summarize implications and methodology of the study. My
assessment is that the study has made a contribution to our
knowledge of the household and community aspects of the farm
crisis, but the farm enterprise analysis was limited by its reliance
solely on one cross-sectional survey. After a mixed start in
Chapter 1, it generally settled into competent analysis within the
limitations of the data. Serious students will find the reference
lists in many of the chapters extremely helpful.

Reviewed by David H. Harrington, a senior economist with ERS-
RED.
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Development, Geography, and Economic Theory

Paul Krugman. Cambridge, MA: The MIT Press, 1995. 117 pages.
ISBN 0-262-11203-5 (cloth) $20.00. To order, call 1-800-356-0343.

The work of Paul Romer on increasing returns to scale has creat-
ed strong ferment in development economics, with spillovers
into international trade theory and economic geography. The
basic thrust is that the capitalist economy exhibits increasing
returns to scale in the long run under a regime of imperfect com-
petition. To the neoclassically trained economist, models incor-
porating these two economic processes together have appeared
strikingly original. Romer’s work has reopened the inquiry into
the sources of economic growth, technological change, and the
possibility of multiple equilibria. On the other hand, students of
the classics—Smith, Ricardo, and Marx to Marshall, Young, and
Schumpeter—ask what is new? After all, many of the original
insights into the dynamic processes of the competitive economy
had been vindicated by this new body of work.

Enter Paul Krugman. Development, Geography, and Economic
Theory is a readable, but provocative book consisting of revisions
of Krugman’s lectures at the Stockholm School of Economics
given in 1992. The first two chapters tell simple parables to
show how neoclassical theory can contribute to fields of eco-
nomic development circa the 1950’s and economic geography—
fields long ago abandoned, but newly ‘discovered’ by neoclassi-
cal theory. In the third chapter, Krugman presents an ambiva-
lent defense of the use of mathematical models in economics
and argues that these models are reviving these fields within the
economics discipline. Although his intended audience is the
academician, it behooves the rural development policy analyst
to mull over a number of the insights and observations offered
by Professor Krugman.

The first chapter, entitled “The Rise and Fall of Development
Economics,” presents a simple model illustrating how explicitly
incorporating economies of scale and imperfect competition can
capture the spirit of Rosenstein-Rodan’s “Big Push” theory of
economic development. Krugman locates the necessary condi-
tions for a high growth equilibrium in the economies of scale at
the firm level interacting with elastic supplies of labor and capi-
tal. This is followed by a discussion on which of the insights
offered by Hirschman, Lewis, Nurkse, and other ‘high develop-
ment’ theorists still remain robust.

The second chapter, entitled “Geography Lost and Found,”
opens with Krugman discussing the five traditions in economic
geography. He presents a model that synthesizes the core ideas
of central-place theory, localized external economies, market
potential, and cumulative causation. Krugman shows how these
theories view different aspects of the same thing—a regional
economy with increasing returns to scale under a regime of
imperfect competition. In addition, Krugman finds that the the-
ory with the longest tradition in economics, von Thinen’s theo-
ry of place, is the most wanting because it assumes the very
thing most important to explain—why there should exist a city
in a regional economy. For rural development specialists, the
primary implication of this body of work is to shift the research
focus from the rural economy in situ to its links to the urban
economy.

The third chapter, entitled “Models and Metaphors,” picks up
on observations made in passing in the previous chapters. This
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chapter appears to be both an apologia for the failure of eco-
nomic theorists to tackle difficult, but ‘sensible’ grand ideas, and
a call for the central role of mathematical modeling in econom-
ics. Krugman argues that he has rehabilitated through his mod-
eling efforts the grand themes of the economics of development
and geography. For this reviewer, this perspective is more of a
testament to the fact that, for the last 25 years, graduate training
in economics has failed to provide a sufficient grounding in the
intellectual history of its own discipline.

In this book and elsewhere, Krugman’s work on economic geog-
raphy has generated controversy more for his opinions about the
significance of his efforts and about the role of mathematical
modeling than for the work itself. Certainly, the policy analyst
cannot countenance Krugman’s implied argument that the neo-
classically-trained economic theorist presumes the right to
define the research agenda of the discipline. Nevertheless,
Krugman is correct in arguing for the positive role for rigorous
modeling in thinking about regional development policy.
Models add precision to thinking explicitly about implicit causal
mechanisms embedded in policy and help us understand under
what conditions a policy yields its intended or perverse results.
With the publication of Development, Geography, and Economic
Theory, Paul Krugman has hung up his shingle and is open for
business.

Reviewed by Stephen Vogel, an economist with ERS-FRED.

Multiple Conflicts Over Multiple Uses

Terry L. Anderson (editor). Bozeman, MT: Political Economy
Research Center, 1994. 103 pages. ISBN 0-8191-9748-3 (paper) $9.95.
To order, call (406) 587-9591.

Few resource policy issues are as complicated or as susceptible
to controversy as the Federal Government’s role in the use of
public and private land. While land use is primarily the respon-
sibility of landowners and State and local governments, the
Federal Government typically plays a role in either of two situa-
tions: (1) when the use of non-Federal land affects people far
away (for example, those living in a floodplain downstream) or
resources in which the Nation as a whole is deemed to have an
interest (for example, endangered species), or (2) when the land
in question is owned by the Federal Government. In both cases
the extent of the Federal Government’s role is the subject of con-
siderable debate, characterized in recent years by calls for
reform of private property rights and “wise use” of Federal
lands.

Multiple Conflicts Over Multiple Uses is a collection of five papers
addressing the latter issue. Each focuses on a different Federal
land resource: recreation, timber, mining, grazing, and energy
resources. The papers were commissioned and published by the
Political Economy Research Center—a self-described proponent
of “free-market environmentalism” located in Bozeman,
Montana—with support from the American Forest and Paper
Association, the American Farm Bureau Federation, the
Independence Mining Company, Inc., and the Newmont Gold
Company. As such, it presents one perspective in the ongoing
debate over management of Federal lands.
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Specifically, the authors argue that incentives matter in deter-
mining how Federal land resources are used, and that current
management practices create incentives for individuals and cor-
porations to use Federal land resources in ways that are econom-
ically inefficient and environmentally damaging. Low entrance
fees for national parks, restrictions on the transferability of graz-
ing permits, and requirements that successful bidders on timber
sales actually harvest timber are cited as examples of practices
that inhibit both efficiency and environmental protection. The
authors conclude that management of Federal land resources
would be improved if property rights were clarified and made
transferable.

Such arguments are familiar to most economists, and similar
proposals have been made by various environmental groups.
Examples endorsed by the authors as well as by environmental
groups include proposals to allow wider competition for grazing
permits or timber sales contracts. If rangeland or forest
resources are valued for their environmental benefits at a level
higher than their value as resources to be consumed or extract-
ed, proponents argue, environmental groups should be permit-
ted—or even required—to bid against ranchers or timber com-
panies for the rights to those resources.

Nevertheless, such arguments are made less compelling in this
case by the book’s polemic tone—sharper in some chapters than
in others—which leaves little doubt as to the authors’ prefer-
ences. In terms of subsidies, for example, “well-heeled recre-
ationists” are described as “the biggest pigs at the Federal
trough.”

A more substantive criticism applies to the important issue of
how the various rights to Federal land resources should be allo-
cated initially once they are clarified and made transferable. For
example, should grazing permits be given to current permit
holders? Should they be sold to current permit holders at the
capitalized value of the current grazing fee? Or should they be
auctioned to the highest bidder? The eventual distribution of
such rights—and thus the ultimate economic and environmental
outcomes—will depend on alternative users’ willingness to pay;,
and may not depend on how the transferable rights are allocated
initially, as long as markets are made to work efficiently and the costs
of achieving such transfers are low.

Even if this is the case, however, initial distributional considera-
tions are important and are certain to be controversial. This
means that the political and bureaucratic costs the authors trace
to the existing management practices will not be eliminated, as
argued, but simply moved forward to the first stage of the man-
agement reform process. On the other hand, if transactions costs
remain high, as seems likely given the complex legal and eco-
nomic nature of the rights involved, the initial distribution of
rights will also be important in terms of its ultimate effect on
economic and environmental outcomes.

In light of these considerations, readers who are willing to think
critically will find interesting arguments in this book against
which to compare other perspectives on Federal land manage-
ment. Those seeking a balanced overview of the complex politi-
cal, economic, and environmental issues involved will need to
look elsewhere.

Reviewed by Keith Wiebe, an economist with ERS-RED.
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The Farm Family Business

Ruth Gasson and Andrew Errington. Oxon, UK: Cab International,
1993. 290 pages. IBSN 0-85198-859-8 (paper) $40.50. To order, call
Wallingford 0491-832111 or Fax 0491-833508.

No new analysis or material is presented in this book. Rather,
the authors have compiled summaries of work done by others to
illustrate farm family issues. The book’s scope is limited to fam-
ily farms in the developed countries in the western world.

While most examples are drawn from the United Kingdom,
work from the United States, Europe, Sweden, Australia, and
New Zealand are included. The authors have thoughtfully
included an introduction to their book, and well-written intro-
ductions and conclusions to each chapter.

What constitutes a farm family business? Developing a working
definition is surprisingly difficult. Numerous definitions have
been used in farm family studies. The authors examined these
definitions then developed their own definition that consists of
six components. First, business ownership and managerial con-
trol belong in the farm family. Second, farm family members are
defined by kinship or marriage. Third, family members provide
capital. Fourth, family members contribute to farm work. Fifth,
ownership and control are transferred between generations.
Finally, the family lives on the farm.

After defining farm family businesses, the authors reviewed
studies to determine the importance of farm family businesses.
However, the question of importance to whom or what
remained unanswered. The authors conclude that farm families
are important because farm families operate the majority of
farms and they supply farm labor and farm capital. This struck
me as a weak conclusion. To examine the importance of farm
families one might ask what would happen if the percentage of
farms operated by farm families declined? Would agricultural
production be more or less efficient or remain the same? Would
the environment suffer or improve? Would the allocation of
agricultural resources change? How would a change affect rural
communities and businesses? | was disappointed that none of
these questions were addressed.

In chapter three, the authors introduce a reoccurring theme in
their book. The authors assert that farmers lose some indepen-
dence and control over their farm operations as their level of
borrowing increases. Farmers without debt can accept lower
rates of return on capital and remain in business. With debt,
farmers need to earn sufficient returns to repay interest on bor-
rowed capital while maintaining sufficient returns on their own
capital. Increasing debt levels force farmers to focus more on
the financial aspects of farming rather than the intrinsic aspects.

The authors argue that advances in farm technology have led to
the increased use of borrowed funds. Adopting new technology
frequently requires large capital investments financed by bor-
rowed funds. Application of a new farming technology increas-
es profit for those who first embrace it. Farmers who are reluc-
tant to adopt the technology find themselves at a disadvantage
with stagnant or falling incomes. Eventually they must start the
new technology or leave farming.

The next chapter opens with a discussion on the objectives,
goals, and values held by farm families. Not surprisingly, farm-
ers consistently value job independence and love of nature.
Operators of small farms place a higher value on independence

56

and working with the land than operators of large farms who
value achievement and creativity. Many farm families rank the
continuation of the farm business as a major objective. This
objective may encourage farmers to borrow funds for farm
expansion with the hope that one of their children will inherit a
viable farm operation. Again, the authors emphasize that farm-
ers’ use of borrowed funds results in some loss of the intrinsic
satisfaction of farming. Profit maximization was rarely men-
tioned as a primary objective of farm families. The authors con-
clude with a short discussion on the objectives of other farm
family members.

The application of labor and managerial skills in farm family
businesses is emphasized next. Farm labor demand has season-
al and ad hoc components and varies with the growth and
development of farm businesses. Farm families are uniquely
suited to meet the labor demands of agricultural production due
to the flexible nature of labor they can supply to meet seasonal
or emergency needs. The authors recognize that managerial
skills are increasingly important to the success of farm business-
es. Although farm family members’ still supply much of the
labor needed for the farm operation, farm businesses are increas-
ingly using contractors, accountants, consultants, and hired
labor. This rise in the use of nonfamily labor occurs because
farm family members do not possess all the specialized skills to
manage a viable farm operation today. The authors continue
with other interesting topics related to labor use in farm family
businesses.

The authors explore the implications of marriage and the spous-
es’ roles in farm family businesses. Farmers are increasingly
marrying spouses with nonfarm backgrounds. This may have
serious implications for farm businesses and farm families.
Usually on large farms, where the bulk of the net income is gen-
erated through farming, both the husband and wife had parents
who farmed. Presumably, both husband and wife received some
farm assets from their parents through gifts, inheritance, succes-
sion, or other means. When a farmer marries a nonfarm spouse,
the farmer’s parents are reluctant to accept the nonfarm spouse
as a partner in the farming business because they fear that the
marriage may not last and any farm assets given to the farming
couple may be lost in a divorce settlement. Spouses with non-
farm backgrounds frequently lack farm experience and knowl-
edge; however, they may bring specialized skills that can be
applied to farming businesses.

In the next two chapters the authors review the patterns and
processes of succession, retirement, and inheritance. The
authors emphasize that the goals held by farm families have
important consequences for future of farm families and farm
businesses. Some farm families feel it is important for one of
their children to farm the land that has been in their family for
years. This goal places constraints on the farm family business.
Other farm families wish to retain the farm family business but
they are not tied to a particular piece of farmland. This goal
places fewer constraints on the farm business and farm family.

The authors outline the series of progressive steps taken by farm
successors as they assume control of farm family businesses.
The control and transfer of farm assets create stress and tension
between generations in a farm family since the older generation
has different goals than the younger generation. Farm families
have dealt with this conflict in various ways. The authors note
that there is some agreement that the most successful transitions
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between generations occur through a planned process of trans-
ferring managerial responsibilities over a long period.

The future of farm family businesses is explored in the final
chapter. Farm family businesses will remain. They can survive
recessions since they can accept lower rates of return on family
labor and capital in exchange for nonfinancial compensation. In
contrast, nonfamily farm businesses must focus on financial
aspects to remain in business. Some farm family businesses are
likely to evolve into partnerships and vertically integrated busi-
nesses, while others will slowly exit farming due to a lack of a
successor or lack of sufficient net income. Many farm families
will remain in farming but depend on off-farm income sources.

Rural Development Perspectives, vol. 12, no. 3

Anyone interested in the dynamics of farm family businesses
will benefit from reading this book. The authors are comprehen-
sive in their treatment of each topic and include statistics, tables,
graphs, and boxed material. One downside to the book is the
authors’ wordiness. The authors provide references and an
index.

Reviewed by Linda F. Foreman, an agricultural economist with ERS-
RED.
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