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For much of the last half century there
have been numerous efforts to define a new
enhanced role for rural areas that demonstrates
they continue to play an important function in
the national economy and that shows the
contributions of rural people to the nation are
greater than their share of national income
suggests (Drabenstott; Swenson; Castle;
Hanson). Motivating much of the concern is
the steady erosion of the rural share of national
population, a declining share of national
income accruing to rural areas, and an
increasing marginalization of rural areas as the
economy becomes less dependent upon
traditional primary and secondary industries
and knowledge-based activity becomes the
dominant sector. Often embedded in the
argument is a notion of entitlement, that is,
rural people are different in some way from the
rest of society and the differences are such that
the rural populace is deserving of a special
place in society, and so there is some
obligation for the rest of society to provide
resources to restore rural Americans to their
rightful position. However, the basis for this
sense of significance is never clearly explained,
and one is often left with the sense that it may
be little more than wishful thinking.

In some countries, particularly in Europe,
rural people have recently seized upon the role
of custodians of the natural environment and
historic cultural resources as a way to
demonstrate their importance to urban society.
The new term that describes this idea is
multifunctionality—it refers to the joint
production that takes place in rural areas. For
example, farmers produce visual amenities for
passers-by, as well as food, but are only paid
for the food production component. Because
rural areas provide an important public service
that has value to society at large, there is a
potential claim for transfers from urban to
rural areas. While this is an important
argument that is becoming the basis for
agricultural policy, it offers a mixed blessing.
In many cases, rural residents are likely to find
that, once having taken on the role of park
ranger and museum curator, urban America

will expect them to actually carry out that
function, even when it requires forgoing
development options that might be more
attractive to rural residents. In addition, there
are parallel arguments that urban areas are
repositories of other services that are valuable
to rural people, and nobody has yet determined
whether the net effect of these functions is
positive or negative for rural places. Finally,
rural people may receive other subsidies that
compensate them for providing benefits to
urban dwellers, for example, farm payments.
Conceivably once all the accounting is carried
out rural residents may wind up owing money
to their urban counterparts.

In the 1970s, a widely hailed “rural
renaissance” was identified when the share of
population in rural areas grew significantly
after having declined for the previous fifty
years. This, combined with an expansion of the
manufacturing sector in rural areas at the same
time that it was shrinking in urban centers, led
to the hope that rural places were returning to
a more significant role. In the 1980s, the
earlier trends returned and the relative share of
population and economic activity fell once
again. In the 1990s, the rural share of
population once again increased, this time
driven by urban residential expansion into
outer suburbs in rural areas and by the growth
of residential development in some more
remote high amenity areas that reflected
retirement homes and the ability of people to
use telecommunications to overcome the
penalty of distance. In both cases, the
aggregate rural effect comprised a wide
diversity of individual rural conditions and very
few rural places experienced the national
average.

For a long time some rural places have
grown faster than urban centers, while some
have declined precipitously (Bollman and
Biggs; Freshwater and Deavers; Freshwater).
This reflects, in part, the inherent diversity of
rural North America, where a wide range of
different sectors drive local economies, some of
which are inherently more profitable than
others. In part, it also reflects a random process
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where given a large number of communities, it
is likely that at any point in time some will
perform well. And, it is also a function of the
small size of rural places, since in a small
economy any absolute change in economic
conditions translates into a relatively large
percentage change. Yet despite evidence of
many places with significant economic growth,
the general condition of rural areas has not
greatly improved. More rural areas have
declined than improved, and it is hard to point
to a replicable internal dynamic that explains
growth in rural places.

Before rural America can truly be
considered prosperous, we will have to be able
to identify a causal structure that explains rural
economic growth in terms of some internal
dynamic. Relying on external forces, such as
urban sprawl or the residential choices of
retirees to create development, is not an
adequate mechanism for sustainable rural
development. In each instance, the level of
development does not reflect the workings of a
rural economy, but is based upon “spread”
effects from urban areas. Certainly this growth
is welcomed by most residents of places that
have experienced it and envied by those who
have not, but a significant number of rural
residents oppose the transformation of the
community that comes with urban
encroachment or being discovered as a
recreation/retirement destination.

In the balance of the paper, I first review a
number of important ideas that condition the
development options of rural places. This is
followed by a brief discussion of what rural
development means, and some analysis of how
the “new” rural economy differs from the old.
The next section looks at the political
environment in Canada and the United States,
because local development initiatives take place
within a set of government institutions. The
last part of the paper contains an argument
that many rural areas are unlikely to be
successful in their search for a more high
profile role in the Canadian and U.S.
economies without a change in the way they
engage in development. The traditional
independence of rural communities is a major
disadvantage in a world where they find
themselves caught between pressures to
modernize, which ultimately means urbanize,
and become part of the American main-
stream, and pressures to remain constant to
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their historical roots, which places them in a
competition with the developing world. In
either case, that which we now view as
desirable in rural areas is likely to be lost, and
most rural places will become less important.

What is Rural Development?

There is no well-accepted definition of
rural development, which makes any
discussion of development strategies difficult.
For if the ultimate goal is not clear, it is
difficult to develop a way to achieve it. At the
most general level, the notion of development
is captured in the desire to provide a better
quality of life for rural people, but this
statement offers little guidance in terms of
what factors go into a better quality of life;
how they are weighted in terms of individual
preferences; and how one goes about achieving
them. Certainly one might expect different
individuals and communities to have very
different perspectives on what constitutes a
good life, and any given individual may have
different perspectives on what constitutes a
good quality of life at different points in time.
Thus, while the notion of an improved quality
of life has initial appeal as a way to define rural
development because it encompasses a large
range of aspirations, it is ultimately not an
operational concept. You have to get beneath
the term to more concrete elements that then
rapidly become controversial.

More concrete notions of development
include higher levels of farm income or total
community income, more jobs for local
residents, less variability in incomes among
various groups in the community, better access
to health care, a better water supply, higher
school graduation rates, better quality housing,
a revitalized downtown, a new dam to reduce
the threat of floods, and a host of other specific
projects or outcomes. Ultimately rural
development in practice consists of defining
and achieving some group of distinct
objectives. The mix is both specific to a
community and may even be controversial
within the community. However, what has to
happen for development to occur in a place is a
set of specific projects.

While the set of things that make up rural
development for a place has to be defined by
that place, the list cannot be developed in
isolation. Other people and places have to be
involved because their resources are needed
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and decisions made in one place have
ramifications for others. Perhaps the major
problem facing rural communities is a lack of
recognition of the constraints the external
environment places on their development
prospects. Constraints come in many forms,
including the physical environment and
resource base of the community, the capacity
of the local government to shape the
community which is based upon the resources
and authorities granted it by higher levels of
government, and most importantly, the
broader economy.

Finally, while there is more to rural
development than economic development,
there is little likelihood of a community having
any meaningful quality of life unless it has a
strong economic base (Shaffer). Because there
is a widely held belief that the nature of the
North American and international economies
has changed greatly over the last decade, it is
crucial that rural areas define their economic
development strategy in terms of the new
rather than the old economy.

Rural Development “Realities”

This list provides a concise list of major
“factoids” about rural development. It is
neither exhaustive, nor does it apply to every
rural place, but it is offered as a way to define
the fundamental nature of the development
problem facing places in rural America.

* In the last twenty years, most successful
rural areas have become prosperous
because of some external urban based
influence—either urban expansion into
adjacent rural places or the relocation of
urban people to more remote high-
amenity rural locations.

» Jane Jacobs has argued that all economic
progress comes from urban places, that
cities are the source of economic
prosperity, and the role of rural areas
inevitably becomes less important as
development takes place.

e History shows that rural interests rarely
prevailed even when the rural population
was the majority and the political system
gave over-representation to rural areas.
Arguably, rural influence peaked in the
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eighteenth century when landowners last
controlled the political process. In the
current environment, rural interests have
even less chance of establishing a favorable
set of policies.

* Rural policy is not development
oriented—it typically either tries to
reinvigorate old industries, like agriculture,
or to preserve the natural environment and
traditional culture. Because it is backward
looking, there is less chance that policy
will provide much support in developing
rural areas.

e As rural development becomes less
important to the national economy, the
urban/suburban majority can easily form a
vision of what rural places can and should
be, and impose it upon rural residents.

» Rural areas have historically been a source
of labor for urban centers, but the demand
for people from rural areas is not what it
once was because the mix of skills needed
in urban centers does not match the skills
of the rural population. If outmigration is
not as easy as in the past, then it is more
important to create employment
opportunity in rural areas.

» Unlike the past, new immigrants to
Canada and the United States rarely move
to rural areas, which suggests they see little
opportunity for advancement there. Yet
immigrants in both countries remain an
important source of innovation and
economic development, and their absence
in rural regions suggests a slower rate of
development will occur.

The Old and New Rural Economic
Environment

It is now generally accepted that in the
last ten to fifteen years something has changed
significantly in the economic structure of
North America (Barkley). The changes have
not had the same effect everywhere, but no
place has completely escaped change. What
can be said about how the new rural economy
differs from that of the past? Figure 1
summarizes the discussion in the balance of
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this section. It suggests those factors that are
different now, and those that remain the same.

The key feature that remains the same in
both economic environments is the
dependence of rural areas on external markets
as the source of both products and services that
are not produced locally, and as the ultimate
destination for most local production. If
anything, this dependence has increased
because over time rural communities have
tended to become more specialized in their
economic activities, and because the range of
available goods and services that consumers in
rural and urban areas have access to has also
increased over time.

A major difference for rural areas in
developed nations is that in the past much of
their economic structure was oriented around
the extraction and processing of natural
resources. This included renewable resources,
like agricultural land, forests, and fisheries, as
well as nonrenewable resources, like energy
and minerals. Indeed, the primary sector was
often the principle contribution that rural
places made to national economies. Because
these resources are site-specific, there was little
possibility of domestic competition in their
production, so while rural places might
experience variability in demand and income
due to business cycles, they could be fairly
certain that, given time, an economic recovery
would occur. In the new environment, the
primary sector plays a much smaller role, and
primary product markets are global in scope.
As a result, many rural areas in developed
countries find their resources are too expensive
to produce. Although there are still residual
hopes that this is just a cyclical phenomenon, it
would appear that for most rural places natural
resources promise little future income growth.

The rural labor force has always been
characterized by a lower level of educational
attainment and formal skills than were to be
found in urban areas. Historically, because of
the spatial division of labor, this was not a
major impediment to rural development. The
activities that took place in rural areas tended
to offset lower formal skills with either
location- or occupation-specific experience
that came from informal training provided
within the family or community. High rates of
occupational succession reinforced this process,
as did a more limited set of occupational
choices. However now many of these
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employment options are scarce and new
opportunities require more formal training.

A second factor exacerbates the
employment problem of rural places. In the
past, urban areas provided an almost perfectly
elastic demand for rural labor. Rural residents
could leave the countryside and expect to find
reasonable jobs in urban centers. Indeed, much
of the expansion of the urban manufacturing
sector relied upon internal labor flows from
rural places to cities. Now, however, the jobs
for the unskilled are scarce relative to the
supply in both rural and urban environments,
so there is little scope for a nation to resolve
rural unemployment problems by encouraging
outmigration to its cities. However, for rural
places, outmigration may resolve some of their
local problems, albeit at a cost to urban places,
as the United States learned during the
summer riots of the mid-1960s.

An important difference between the two
types of environment has been the falling cost
of transport. Transport of all commodities is
both cheaper and far faster than was the case
fifty years ago. The effect of cheaper and faster
transport has been a large expansion of
effective market areas. Goods and services can
now be obtained from farther away at lower
costs. For some rural people this has brought
benefits in the form of more sales for their
products, or cheaper purchases of goods and
services. For other rural people, it has meant
the loss of employment and wealth if the firm
they owned or worked for was uncompetitive
and lost its market.

Paralleling the declining cost of transport
has been an increased efficiency of capital
markets. In earlier times, significant interest
differentials could exist among places and
capital mobility among countries was
constrained by exchange controls. Now there is
almost a single global capital market and funds
flow to the highest returning investments.
Rural investments must demonstrate the same
effective rate of return as urban investments
now, and many of the traditional industries of
rural areas have a hard time meeting this
standard. As a result, capital leaves rural areas
for more profitable opportunities.
Unfortunately, to the extent that capital
markets remain imperfect, they are often
weakest in rural areas. This has had the effect
of encouraging even greater outflows from
rural areas as financial intermediaries mop up
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savings, while return flows for investments are
less likely due to imperfect knowledge and
relatively higher fixed costs.

Rapid communication through the
Internet and other forms of
telecommunications have, for some people,
defined an entirely new era that is comparable
to the Industrial Revolution in its effects.
While the magnitude of the changes the
Internet is bringing are not yet known, it is
clear they are substantial and they provide
mixed blessings for rural places. For the first
time, whatever information is available in a
major center like New York or London is
equally available in any small community
around the world. However, many of the
changes in the new information based
economy are not likely to benefit rural places
because the labor force lacks many of the basic
skills necessary to take advantage of them and
because it appears that there are still important
agglomeration effects in the new industries.

Faster communication has had the effect
of allowing coordination over long distances,
and this, combined with cheaper
transportation and global capital flows, has
allowed new forms of business organization.
Remote branch plants are now in constant
communication with corporate centers and can
adjust production and shipments to match
changing conditions. New communications
systems have allowed just-in-time production
methods, flexible manufacturing systems and
global production mandates for specific plants.
Rural areas in the industrialized countries have
obtained some of the resulting employment
opportunities but they now must compete with
rural areas around the world for these facilities,
instead of experiencing a steady stream of new
firms as the old product cycle moved
production from urban to rural locations.

Political Structure and Policy
Prescriptions

Historically, national governments have
played the key role in rural development policy
(Freshwater, 1998; Swanson and Freshwater,
1999). Consequently, most rural residents in
Canada and the United States continue to look
to national governments for assistance in
addressing rural development problems, but
the capacity of national governments to
provide assistance is more limited than in the
past, despite their recent growth in revenue.
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The first reason is the changing nature of the
economy. In a global economy where
economic opportunity appears and disappears
rapidly, national government policy is a blunt
instrument for managing economic activity. By
its nature, government must move
deliberatively, ensure that all places are treated
fairly, and balance development against other
interests. The main areas where national
governments continue to play a clear role is in
maintaining stable macroeconomic policy,
ensuring that markets for goods and services
remain open and competitive both within each
country and internationally, and environmental
policy. None of these fit neatly into the typical
types of things that rural people typically desire
from their national government—protection
from competition, export subsidies, financial
assistance for local business and subsidized
infrastructure. In particular, stronger
environmental policy has the potential to
constrain the types of development options
available to rural places.

In addition, as the structure of the
economy changes the distribution of power in
both the U.S. and Canadian federal systems
has made the actions of provinces and states
more important. Perhaps the most important
evidence of the new power of state and
provincial governments is the increased role
that these governments are playing in
education. While education has technically
always been a state/provincial responsibility, it
was one of the few areas where responsibility
was delegated to local levels. In North
America, independent local school boards were
charged early on with running the primary and
secondary school systems. While there was
some supervision, most of the decisions were
made at the local level. In the last few decades
this has changed. In almost every province and
state, the independence of school boards has
declined. Education has become too important
to be left to local control. It is now seen as
perhaps the key factor in the future
competitive position of provinces and states,
and the quality of the workforce is the major
factor in economic development. In addition,
the high degree of variability in the quality of
education when it was managed locally raised
serious issues about the commitment of state
and provincial government to equality of
opportunity.
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