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’NALIONAL PROGRALU, PROGRESS, .AND RESEARCH NEEDS
IN AREA ECONOMIC DEVELODMENT */

By

E. L. Baum and J. H. Southern
Economic Research Service, USDA

~ During the past several years, we have witnessed the enactment of
numerous programs by the Congress that are directly concerned with the
development .of the human, physical, natural, and economic resources of our
rural areas...In-addition to ‘the legislation that has been enacted into
law, other blllS are being considered by the Congress for the purpose of.
achieving more" rapid national economic growth and a fuller, _development of
our human and other resources, 1/ While many of the new prog;ams are
concerned with the low-income, unemployment, and underemployment problems
in rural areas, the Congress directed the central respon51b111t1es to
Federal agencies other than the U. S, Department of Agriculture, except .
for the new resource development provisions in the Food and Agriculture
Act of 1962, However, the Department of Agriculture has been delegated
responsibilities for the development and conduct of some of the other
programs in rural areas., L

One should keep in mind that the natlonal programs that are of _

concern. in this paper deal also with the problems of urban people and .
areas. Since 70 percent of our populatlon is urban,. 1t is not surprising
that the central authorities are vested in the nonagrlcultural agencies. 2/
It is of prime importance that the U, S. Department of Agriculture, land-
grant, 1nst1tut10ns,:and State. and local agencies that have. been primarily
concerned with agricultural and rural resource development give the

*/ Presented at the Annual Meeting of The.American Farm Economic
‘Association, Lafayette, Ind., August 19, 1964, The opinions expressed in
this paper. are those of the authors, and do not necessarlly represent- the
views of the Resource Development Economics Division, Economic Researchwyg
Service, or.the U. S. Department of Agriculture.

1l/ .  For example, the enactment of the Area Fedevelooment Act in 1961;
the Accélerated Public Works Act in 1962; the Manpower Development and
Training Act. in 1962, “and ~amended in 1963; the Vocational Education Act
in 1963 and the new resource development authorities in the Food and
Agriculture Act of 1962,  Now under consideration by the Congress is the
comprehensive package of tools to fight poverty contained in The Economlc_
Opportunity Act of 1964 and The Appalachian Regional Development Act of
1964, In addition, the Congress. is considering additional funds for the
Area Redevelopment Administrationm, - :

2/ For example, manpower development and tralnlng in rural areas are
conducted by the. U. S. Department of Labor, and Health Educatlon, anq
Welfare 1n cooperation with. State and local agencies. .



nonrural-oriented agencies the proper assistance so that these programs

achieve the desired results, Although the programs have been developed

and are administered at the Federal level, the States and localities are
directly involved in program development and implementation.

It would be a mistake to view these national programs that have
been enacted for the purpose of increasing employment opportunities,
raising levels of family living, and a fuller economic, physical, and
social development of our rural areas as strictly Federal activities.
These programs have been developed mainly for the people and those areas
in the United States that are not sharing adequately in the national ‘
~economic growth and development, Congress is concerned with the detri-
mental effects of the unequal growth rates of many areas in the United:
States, especially our rural areas. These areas not only have high rates
of underemployment, but also much hard-core unemployment. Unless correc~
tive measures are taken, these disadvantaged people and areas will likely
continue to become relatively worse cff, and it will be more difficult in’
the future to ameliorate the‘-ir'conditions°

In addltlon to the. above—mentloned legislation, 1eglslat1on has
been enacted for the purpese of securing a more rapid rate of natiomal"
economic growth and higher employment. 3/ Also, there is evidence of an
active interest by the Congress in developing a comprehensive national
employment and manpower policy. 4/ In this general concern for achieving
a viable national economy, specific policies and programs have been
developed to stimulate economic growth in our lagging rural areas. 5/

Approximately 925 of the 1,616 counties that are predomlnately
rural are considered to be serious low~income areas. Some 12 miilion

3/ For example, legislation authorizing tax credits on new investment
by industry, more rapid depreeciation rates, reductions in -the income and
some excise taxes, and the training and relocation assistance under the
Trade Expansion Act. ; .

4/ . U. S, Senate, Committee on Labor azd Public Welfare. Toward Full
Employment: Proposals For a Comprehensive Employment and Manpower Poliqz
in the United States. 88th Cong., 2nd Sess., April, 1964,

5/ For example, the enactment of the Area Redevelopment Act, May 1961;
the Accelerated Public Works Act, September, 1962; the Food and
Agriculture Act, 1962; and the Secretary's MEmorandum No. 1448, Revised,
U. S. Department of Agriculture, June 16, 1961. The Secretary's
Memorandum set up the mechanics of the Department’s Rural Area Develop-
ment Program. Supplement No. 1 to the Secretary's Memorandum No. 1448,
September ‘8, 1961 indicates the delegatiocn of responsibilities under
Public Law 87-27. The Department's Rural Area Development Program is
much broader than the delegated activities in the designated 5(b) areas
authorized under PL 87-27. .Although the USDA-sponsored Rural Area
Development program is concerned with the total economic development of
all rural areas, the Department must rely on the programs administered
by the other Federal agencies for the full development of rural areas.
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people live in these disadvantaged areas, and they control appreciable
quantities of resources that are now being used uneconomically,

;;resultlng in relatively low levels of productivity. These.areas contain
many thousands of rural and small town communities that have existed for
. decades malnly through an 1nvoluntary dlssaVLng process. As a result,

these communities have experienced both economic and soc1a1 deterio-
ration, and heavy losses of productive population.l Txnerlence indicates

~that without help such ‘communities are in no p051tlon to take on the
_ technical 1eadersh1p and financial burden of the, many ‘activities
-necessary for economlc development. ‘Also, the’ States that contain most

of these’ depressed areas would experience financial dlffleultles in
carrylng a major share of the needed developmental costs. The need for
soc1a1 overhead expenditures by State and local governments in many

.cases far exceed their present sources of revenue, If the needed

programs ‘are to be undertaken the Federal Government bas to play an

fhimportant role throegh flseal measures._

C It is ax1omat1c that pollcies and programs for sound long-range
economic growth of our Nation must prov1de for. the optimum economic and

.. social development of our rural areas consistent with their development
,_potentlals. The kinds and amounts of assistance Wlll depend upon the
_area's resources, the nature of plans for economic “and communlty

Vdevelopmene;:the degree of unemployment and underemployment that exists.
- Our research and éxperience indicate that techhnical, educati 6nal," and

extensive" f1nanc1al assistance will be necessary to overcome the’ long—
standing problems of substantial and persistent -unemp loyment and
underemploywent besettlng these low~1ncome areas. .

. The oerSLStence of low 1ncomes and related unsatlsfactory
economic condltlons in rural areas have caused much hardship to many
rural people and have placed them at a marked disadvantage in competing
with people from more developed areas for employment and h*gher income

Aopportunltles. In line with our present national pollcy,‘rural areas

development seeks to provide the kinds and types of assistance that

iw111 enable such areas to achieve (through sound and practlcal
development programs) 1mproved economic . levels consistent with thelr

resources and geographlc attrlbutes. Slnee rural resource development

is. ccn51dered to te a program for the total ‘economic development of
- rural areas, all programs -- old and new -- will be used when advanta-

geous to accompllsh the desired goals of 1ncreased employment and
incomes. Considering that the U. S. Department of Agriculture is
concerned with the total economic development of rural areas, the need

for coordination in securing the optimum development product from all

such programs becomes a major undertaklig. In this context, the

_ Secrntary has structured the rural areas development program as a

coordinated effort of all U. S. Department of Agriculture agencies

" assisted by other Federal agencies to help local groups, State agencies,

)



and private organlzatlons in developlng the total resources of rural
areas. 6/ T - :

"*?S-COBE Ai‘\il") OBJECTI'VES OF RURAL AREA E‘CON-OMIC DEVELOPHENT PROGRAMS'

Rural areas development is much ‘broader than- 1mproved farming
and family living -- it includes all activities that will generate
higher levels of employment and incomes for rural’ peOple, even though
this may mean that rural people will have to be retrained for jobs in
urban centers and possibly may have to relocate uo take advantage of
new job opportunities,

) Since rural areas possess varylng quantities and qua11t1es of

v human, economic and phy51cal resources, those areas that undertake
economic development programs will grow in different directions and at
varying rates. The reésults of research on rural area problems conducted
by the USDA and by the State aorlcu1tur31 experiment stations clearly
_ indlcate that the problems of u“employment underemployment, and low
per—capita 1ncomes cannct be so;ved ‘wholly within the agr1cu1tura1
sector. A more efficient agrlculture in the low-income areas will
help raise incomes for those remaining in agrxculture. But, if this
process of agricultural rehabilitation is followed closely, more human
resources will be released from agriculture to be added to the present
unemployed work force unless alternative 10b opportunltles are made
avallabxe within or outside the area. ‘

Provrams developed at the national level that are of direct
concern to rural resource development have the following maJor
objectives: (1) efficient and profitable farm business enterprises
. geared to the changing demands for agricultural commodities; (2) the

conservation and full development of our land and water resources,
including expanded recreational facilities on private and public

lands; (3) the development of industries, businesses, and services

in rural communities that possess the resources and potentlals for such
development; (4) the development of adequate training and retraining
programs for the unemployed and underemployed in rural areas so as to
give this portion of our labor force the necessary 'skills to ‘qualify
them for more skilled job opportunltles in the growth sectors of our
economy; (5) the development of modern educational facilities and
curricula, including adequate guidance and counselling services so that
rural youth will be in a position to compete successfully in the
‘natlonal labor market (mhese needed educatlonal programs should include

"6/ Detailed information on the many aspects of the RAD program and
closely associated activities may be secured from the Director, Office
.of Rural Areas Development, U. S. Department cf Agriculture, Washington,
D. C. 20250. Local planning has been assigned to local RAD Committees
assisted by local Technical Action Panels. The State Extension
Services, State’ RAD Commlttees and State TAP's are integral parts of
the program structure.
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adequate vocational and’ technical training fac111t1es ‘as ‘well -as-financial
assistance to the youth from ]ow—lncome families who have the capabilities
for advanced formal education }; and (6) ‘the .development of adequate public
facilities for the’ purpose of creating -afd- fosterlno the type of env1ron~
ment favorable for economic and soc*al growth S s
Some of the major natlonal programs that make up the package of
tools that have beén developed for economic and’ social development of our
rural areas are brrefly dlscussed below. : Lo o '

~ ROLE OF FEDERAL PROGRAMS IN AREA ECONOMIG:DEVELOPMENT

‘ Tlme and space 11m1tat10ns permlt ‘6nly brief mention.of some of the
major Federal- programs and progress made ‘to ‘date. - The role:of-the Federal
Government in the economic development of local economies has- been. clearly
established through legislation starting with the Employment Act of 1946.
Although the Employment Act of 1946 indicated the intent. of the Federal
Government in malntalnlng a full-employment economy, the needed programs
for local area economic development were not ehacted by “the Congress until
the Area Redeveropment Act in 1961 and the Accelerated Public Works Act.
in 1962, ‘Through such legislation, Congress recognized that the.con-
centration of high levels of unemployment: (and: underemployment) in 1agg1ng‘
1OCa1 economies is a natlonal problem. R . I '

Area»Redeﬁelopment'Prograﬁ

R

The ARA program should properly be con51dered as’ a long—term A
program aimed at expanding ecomomic growth (via family incomes through
increased employment opportunities) in depressed areas, The program. was
“set up to give technical and financial assistance to. deSLgnated areas. to
bring about the desired econocmic activity. 7/ The ARA programs attempted
‘to provide for a comprehensive packagé:of tools to help create -economic
development in rural areas as in urban-areas. The national. RAD program
conducted through the USDA agencies assisted by State and local agencies
and groups was strengthened because the ARA'program made possible new,,
forms of financial and technical assistance that local..communities couid :
not otherwise secure, '8/ Since the ARA should properly be considered as .
a long~term development program, it is-difficult in a short 3 years.to.
properly evaruate its many actlvrtles. ‘

2/ The Act prov1ded for de51gnaeion of areas ellgible to part101pate
in the ‘programs; urban areas were de51gnated as_5(a), and rural areas as
. 5(b). . The criteria, for areaode31gnation are outllned in the Act.

8/ Although the RAD. program includes - all rural’ oountles in the U. 'S.
the 5(b) counties include all of the depressed rural areas. Therefore,
the 5(b) counties could now secure specialized technical assistance for
economic program planning, including special and industrial commerc;al
loans, community facility grants and loans ‘and special training programs
for the unemployed to accommodate the expanded. -economic: act1v1ty in the
particular depressed area. “ :

A._;Sl_



However, much progress has been made, as evidenced by the new
economic activities and increased nonfarm employment that have occurred
in local areas.  In addition,. this program has focused. attention on the
need: for community-wide and area-wide planning for economic development.
And it has made evident the important role of social overhead investments
in the rehabilitation in those rural areas that have potentials for
redevelopment. One can cite the number of new community deV°10pment

organizations, the number-of development meetings held in rural areas,
the numbers of people on local development committees, ete, as progress.
At this point, we do not wish to cite these types of activities necessar-
ily as progress. We would rather have the proper research evaluatlons
made of these activities before c1t1ng them as progress :

The ARA programvcan be criticized, especizlly as it pertains to
rural area development. 9/ Rural poverty has its unique problems. As
"indicated above, it is deep-rooted and its causes are many.

The agricultural price support programs have had 1little or no
effect on the rural poverty problem. It can be argued, however, .that
such programs have prevented vural poverty. from getrlng worse.

As a result new programs were . designed to expand economic oppor~'
tunities. Too many individuals looked upon ARA as a short-term panacea
for eradicatlng‘poverty. ARA was designed to create new employment
opportunities for the people in the designated depressed areas; therefore,
no provisions were made for training the unemployed and underemployed
labor for job oppertunities in other areas. This problem was. 1*eﬂognzzed
and was more adequately dealt with in the Manpower Development and’
Tralnlng Act. Another area where the Area Redevelopment Administration
may be justifiably criticized is that it neglected the development of a
strong technical research program to provide its administrators with {a)
the detailed knowledge about the causes of poverty in the designated
. areas, (b) an evaluation of activities for ameliorating these causes,
and " (c) the research needed for prov1d1ng the guide lines for the develop-
ment of a strong program for developing the economies of depressed areas
in the long run.. ARA has belatedly recognized its research shortcomings
and is striving to close this gap. We consider this to be a much needed
step forward, since this information wiil not only make for a stronger
combination of -programs for combating rural and urban poverty at the
national level but also at the State and local levels.

Levitan criticized ARA because the program tried to deal w1th too
many areas, and therefore, was not accorplishing enough in any one
area. 10/ One could argue that the initial approach of a "little" in
many areas was wise in that the program acted as a catalyst in stimu-;
lating many communltles to do more to help themselves. More objective
appraisals over time w111 be neeaed to pass Judgmenu on the w1sdcm of.
this approach. : ‘

9/ An éxcellent appraisal of the ARA program is given by Saf.Levitani
in Federal Aid to Depressed Areas, Johns Hopkins Press, 1964.
10/ ‘Sar Levitan, Op. cit., p. 250.
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‘Accelerated Publlc Works )

R

Another program closely ellled to ARA is the Acee‘erated Publlc
,Works Program. 11/ APW was set up “to complement the ARA Program in that
it was concerned. w1th near-term developmenc activities. ‘This program
providea for "immediate useful" employment in communities with
substantial unemployment. "The APYW progects had to be (a) initlated or
accelerated within a reasonably short’ time, and’ (b) be 50 percent
. completed w1th1n 12 months. . As with ARA, APV was directly concerned
with rural. area economic de"elopment, slnce one~third of the APW funds
were allocated to S(b) areas., No State was allowed more ‘thati 10 percent
of the total funds. The funds allocated ‘to the USDA werz used primarily -
for conservation measures (e.g., trarl bulldlng and forest clean. up by
the Forest Serv1ce) The Accelerated Publle Works Program “has prov1ded
on site employment in depressed rural’ areas (such as, employment in the
construction of’ hospitals, water and sewer systems), and has accomplished
some conservation measures that may not have been carried out otherwise.
The Federal share of the APW. pro;ect ‘costs . varied from 50 to 75 percent
of the total, .depending. -upon the level of unemployment and per capita
income in the area. The llmltatlon on the extent of grants under ‘the
APV program. does not apply to prOJects which ‘have been traditlonally
undertaken by the Federal Government, Such as the conservatlon act1v1ties
- . ‘conducted by the USDA. In some cases,. Federal projects were flnanced

by a combination of AP and regular agency appropr1at1ons.,7 ‘

. The APW program was 1ntended to increase publlc works; not to
replace other-.aid programs such as those. carrled ‘out under the ARA,
.Communlty Facilities- Admlnlstratron, USDA, and ‘the like. This proaram
was made available to approx1mately 150 more communities than those
de31gnated elipible for assistance under ‘the ARA' program., The APW -
program enabled many economlcally underdeveloped areas to make much
needed social overhead investments that’ could not otherwise ‘have been
 accomplished in this short perlod of time.’ These APW act1v1t1es.ty
broadened the basis faor the development of public facilities in ARA
~designated areas, Thrs was a needed tool in assisting underdeveloped
‘areas since the ARA program had relatlvely limited funds for such:
development. _Under the present APW Act, ‘the- aufhorlty to obllgate
funds expired June 30, 1964. No new authorizatlons have been proposed
in the Congress, as of thls date. ' : g o '

Manpower Development and Tralnln?

The new’ and broader types of . ass1stance to equlp unemployed and
undex employed labor in depressed areas is important :for' workers :in-.
rural areas as well as in urban areas, Unemployed ind1v1duals could
secure 16 weeks of tralnlng under the training provisions for
occupatlonal training and retralnlng under. ARA, but such unemployed
v1nd1v1dua1s are ellglble to recelve 52 weeks of tralnlng under the

11/ Thrs program 1°:adm1nistered by the Area Redevelopment B
Adnlnistrat ion. - A L



Manpower Development and Training Act. The provisions of this Act were
not 1imited to depressed areas, However, the vocational training
provisions of the MDTA made possible the strengthening of vocational
tralnlng in depressed rural and urban areas. Since job opportunities
for a major proportion of the unemployed and underemployed labor in
depressed areas exist outside of these areas, it was logical for the
Federal Government to provide for programs to enhance labor moblllty.

In addition to orov1ding for tralnlng of the hard~core Sfructural.
unemployed and the new entries to the labor force Drov131ons were made
to provide training for. "underewnloyed" agricultural workers. . An :
arbitrary figure of $1,200.or less income for farm families cla581f1es
adult family members as underemployed and makes them elxgxble for ’
training and educational benefits under the MDTA, This program also
‘provided for the upgrading of educational levels and scientific and
technical skills of individuais qualifying under the Act. The awaymfromr
‘home subsistence benefits and transportation provisions of the Act are
especially important for rural members of the labor force. These
provisions enable rural workers to secure training in distant areas
where the opportunities for jobs' are greater. Since provisions were
made to include underemployed farm workers, it is ecpecially‘important
that those who are concerned with rural area economic development ‘
activities become better acquainted with the Manpcwer Training Prov151ons
Act of 1962, and its amendments.

Amendments to the Act designed to help youths bridge the gap *
between school and work provide for broader youth-training programs.
Rural youths as young as 17 years of age are now eligible for training
allowances provided they are disadvantaged. The MDTA, as amended, '
attempts to keep disadvantaged youths in school., Before these youths
can become eligible for the benefits under MDTA, they must first attempt
to work out a work-study program under the VOC&thHcl Training Act of
1963, Language was written into the Act to ensure that there would be
no duplication of effort between the vocational eaucatton and manpower
training activities. Also under the MDTA, there is a l-year waiting
period for school dropouts before they éan becomé eligible for training
allowances, However, there is no waltlng period to become eligible for
-the trainlng actlvitles. , :

New USDA Rural Resource Develonment Actlvitles

Titles I and IV of the Food and Agriculture Act (PL 87—703)
provide new authorities and resources to help make the Department ]
national rural area deve10pment program more effective. :

Under Title I, many individual faxmers become eligible for
additional help under long~range agreements with the Department to
change cropping systems and land use for the purpose‘of developing .
soil, water, forest, wildlife and recreational resources on prlvately
owned lands. Under Title IV, the Farmers Home Aamlnistraflon 1s

-8 - .



“authorized to make 1oans for the develcpment. of recreational fac111t1es,

to help farmers develop new income-producing opportunities,  Title I of
the Act also provides for rural renewal projects, resource comservation
and development projects, and watershed recreational development. = Title
IV provisions make p0531b1e the FHA credit sources. for carryine out, these

- new programs.

The rural renewal prOJects are of spec1a1 1nterest. This new
authority provides help for severely disadvantaged rural areas where much
of the land is not in its most desirable use. The objective of this
program-is to create conditions that will make these communities -
attractive for increased economic’ growth. Programs under thls authorlty
are being: developEd in. 5 ‘areas on a pilot basis. ‘- '

The RC & D progects are locally 1n1t3ated and 1ocally 5P°nS°red"
These projects provide a framework for accelerated programs of conserva-
tion, development, and use of all land, water, and related recources to
enhance additional economic opportunities, - In additiom, PL- 566 wa
amended to provide for new recreational opportunities and new sources. of
future water supply for municipalities and industries can: now: be created-
in small watershed projects. The new programs authorized on the Food -
and Agriculture Act of 1962 12/ complement the aid recelved by rural .
pecple under ARA and APWA. : o ‘

Vocationa17EdUCationv

) There has oeen much concern in recent years about the quality and .
quantlty ‘of vocatlonal educatlon at the high school and post-hlgh SChOOl
levels, A 1arge proportion of the secondary school students were and are
enrolled in courses for training in occupations where employment oPPor‘ ‘
tunities are not expanding =- mainly agrlculture." To cope with this new
situation greater emph331e should be placed on the development of i
vocational education programs in those occupations with expanding employ-
ment potentlals. These coroltlons lead to the passage of .the Morse~ .
Perkins Vocational Education Act of 1963 which broadened the occupaflonal
structure of Federal support ‘and made other needed reforms.

of 1mportance here, the Act . authorizes Federal grants to States
to assist them to {a) extend and approve existing vocational ‘eéducation
programs, (b) develop new programs of vocational education, and () to.
develop part-tlme emplovment for youths ‘who need such employment to’
continue their ‘education on a full—time ba51s. In addition, States are

‘now. authorized to transfer funds allotted under. the George-Borden and

Smith-Hughes Acts . from one ‘category .to. another, .or to any occupatlonal
training covered by the new vocational programs to insure that Federal
funds will be utilized to meet the actual manpower training needs. The
new authorﬂzaolons of the Vocatlonal Educatlon Act of 1963 will provide
for greatly 1ncreased flex1b111ty in meetlng tralnlng needs for rural
people. . - '

v

12/ ”he detalled prov151ons under Titles I and IV may be ‘found in
Public Law 87-703, September, 1962, :

-9 -



Other Development Programs

. The Appalachlan Regional Bevelopment Act of 1964 and the Economic
Opportunlty Act of 1964 are now before the Congress. The Appalachian
program is primarily publie-works oriented for the purpose of building
modern infrastructure in the relatively underdeveloped regions. The
philosophy underlying this program is that if public funds dre used to
properly open up this underdeveloped region and this area is made attract-
ive for economic development, then private funds will flow into the area
for industrial, commercial and recreational development. The Appalachian
Regional Development undertaklng is the first Federai-State approach EO
comprehensive reglonal economlc development

On the other hand the Economic Oppo*tunlty Ket of 1964 is
national in scope and was de31gned to break the perpetuation of poverty
conditions in the hard-core areas. The "Doverty Bill" contains programs
for (a) youth development, (b) community action programs, (c¢) strength-
ening the. xamlly farm, and’ (é) the. creaelon of emplo]ment and 1nvestment
incentives, o

AREA ECONOMIC DEVELOPMENT RESEARCH-NEE?S

Those who have been working closely with 10w~1ncom° and under-
developed area problems are keenly aware that in many cases programs had
to be developed in the absence of (a) detailed analyses of resource
inventories; (b) knowledge of the interrelationships among the development
of closely related resources and expanded economic activity among the
many sectors within the region, and between the region and other regions;
(c) knowledge of details concerning the poverty conditions of families,
e.g., employability, skills of the unemployed and underemployed medlcal
facilities and levels of health condltlons, and the like.

- From the standpoint of providing guidance for program development,
‘legislators and those concerned with program development and implemen—
‘tation are confronted with a paucity of relevant and related economic
studies. In areas where research has been conducted, much of it is of
a descriptive nature for a particular peint in time, Therefore, it is
difficult to fit these fragmented studies intc a workable framework.

In the future, we must consider the effects of proposed regional or area
developmental activities within a region, on other regions, and the
Nation. Emphasis on future research is suggested-as follows:u

1. Developmenu of criteria for the dellneation of functlonal
 economic areas w1th1n regions.

-2, Identification of the nature and extent of economlc

activities associated with resource mixes that have resulted
in economlc progress 1n subareas of a region.

- 10 -



3,

The development of analytlcal technlques and. data for

-studylng small area economies, as well as. the. evaluatxon

 of the impact of programs. and polzczes for small area

. development and local government services. There is an

urgent need for the development and utllizatlon of

' econometric models for planning development in small

areas. Some progress has been made in the development
of models utilizing a highly dlsaggregated form of linear
programming. Such models can be used to determine (a)

- the -amount: of outside financing needed to meet the
_increase in income and consumption adapted. as the targets

for a given development plan; (b) the mix of new manu-
facturing and agricultural activities that would cost the
least in outside financing; (c) the technlques of

‘production to employ .in those cases where alternative

techniques are -available; (d) the amount of . technologlcdl
change required in existing sectors especially agriculture;

- {e) the amount of labor by level of skill required for a

particular development plan; and (f) the amount of local
capital formation required, Operational solutzons to such

‘models provides key. information about the projects and

potentials of economic development in particular areas.
Also, by making changes in the parameters of the model and

4'recomputing the solution, the sensitivity of planning

requirements to changes in economic phenomena can be

. determined

" Studies on the changing structure of.rﬁfel'and”urban insti-

tutions within regions, and the determination of what can
be done to accommodate such changes to accelerate economic
and social development. Such studies should indicate how
rural area planning can be integrated with urban area
planning to secure maximum growth effects.

Studies to determine the potentials for specific types of
1ndustries in particular rural areas of underdeveloped

regions. Such studies would assist development groups to
-‘plnp01nt thelr efforts.

Current data is needed on the extent and nature of capital

movement out of and into depressed regioms,. capital movement

within regions, and flows of capital into rapid growth
regions. A big gap in the capital needs for economic

development is belng intensified in underdeveloped areas

because there is a movement of capital out of these areas.

" Investors are seeking less risky 1nvestments, even though

returns may be much lower. . The. ava;lablllty:of investment
capital is a crucial factor in.the.economic development of
depressed areas., = Since much of the needed local capital
leaves the area, this has created an important gap between
the demand for and supply of this needed capital. This
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situation should be made clear to State governments and

local development groups, so that programs can be developed

~with the banking institutions in their region to insure

their full participation in the region's future development.
Public capital (Federal) camnot be expected to fill this |
widening gap. Based on exls*ing data, capital flows should
be determined as well as the "gap" so levels of needed
private and public investment can be ascertained for given
levels of developmen; and be made known to. State and regional

,develovmenu groups._.,-

There is a.need for a comprehensive determingtion of areas

~that have potential for major recreation' development
complexes and the auxiliary activities that must be undertaken
. to support such development. In each region, the development
-of the recreation sector must be coordinated with a regional
‘plan for major highways and feeder (special access) highways,

so that major recreation development undertaken by public
(State, Federal, local) and private interests will be able
to take care of future demands by having the needed accessi-

bility and ease of transportation to and from populatlon
centers, In considering the .outdoor recreation sector, due
consideration should be given to topography, availability of

adequate transportation, water resources, drainage, adequacy
of the needed acreage and desired kinds of land, etec.

"In cooperation with the ‘State Departments of Labor and
‘Education, there is a need for the development of a system—
atic program for securing profiles of the labor force skills

in depressed areas. Based upon these profile studies, voca-
tional and related adult educational activities can be

“developed so as to (aj make the present labor force in

underdeveloped areas more competitive in the national labor
market, (b) provide a highly skilled manpower pool to
accommodate expanding. industries within regions, and (c)
provide a basis for attracting new industries to under-
developed areas., This program would have to be coordinated

‘with those colleges and universities who are directly

concerned with adult education activities.

_ More studies are needed on the adequacy: of educational facil-

ities, and of the ability of State .and local governments to
finance education systems that would train youth to be fully
competitive in the national labor market. The overall
program of developméent should provide for adequate financial
aid and for special financial assistance by the Federal and
State governments to provide "have-not areas with facilities
and teaching staffs comparable to the progressive areas in
the Wation. - It may be necessary that the States take
aggressive steps in broadening curricula, developing
retraining programs' and special training programs to update
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13.
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teachera at the primary and secondary levels of education.
Such programs will need the close coordination between
Fecera;, State, and iscal governments.
& comg rehensive evaluation is needed to determine the
adequacy of  the water resources in particular regions, so
hat we can determine the supplies of ‘and the various
levels of demand of water under existing conditioms; and
whether the known supplies can take care of the increasing
demands for water as given projected types of economic

" developaent occur in the particular regiomns., rojections
-will nave to be made for various types of industrial needs,

municipal needs, recreation needs, and¢ agriculture needs
for water. The developmeuts to meet tuese water needs may
require tne construction of various types of single or
multipurpose structures. The location of future recreation
needs will have to be made kuown within this context.
Future needs., Flaﬂb, and priorities for such construction
of structures will have to be developer and properly
evaluated so that investments in developing a region's
water resources will yield the nighest payoffs from the
standpoint of generating increased employnent and incomes.
The mational program for compreuensive river basin studies
will provide tue framework for local water studies.,

A special evaluatiou of land resources in particular regions
will have to be mace with respect to topograpity, drainage,
and productivity for selected uses so that land use can

be programmed for agriculture, industrial developument,
rvecreation, forestry, etc. These paysiographic comnsider-
ations may become obstacles to the future development of

-present viable economic areas. If such information were

krown, then the regional uldnnlnb could accommodate these
obstacles, : -

Stuaies are needed to determine the adequacy of social
overhead investments in particular vegioms, so as to

‘ determine tiie present state of such 1nvestnenta (puollc

facilities) with respect to accommodating industries
and other forms of economic development. In many areas
located in depressed regions, needed social overhead
iuvestments cannot be made by local govermments, and
tile enviroment is mnot conducive for econocinic develop-

- ment., The planning processes will have to have such

inowled3e sc tnat the extent and nature of investment
necessary is kuown before tangible development results
will be evidenced, for example, increased employment
and, income.

It is important that we kunow the adequacy of the
structure of State and local govermmental agencies to .



promote and accommodate economic development. JIn
some cases, there is an inadequacy with respect to
financing, coordination, and implementation of
development programs. In other cases, the structure
of governrment wmay be outdated ‘and may be a major.
obstacle in securing the desired economic deyeloprent.
It is the responsibility of the States to take a -
realistic look at the -adequacy .of State and local
governments -- its financing, its policymaking .
processes, its representativeness, its regulatory.
processes, and present legislation that effects State
and local economic development. We may find that this
consideration, if not corrected, may be one of the
ma;or obstacles to development of underdeveloped areas,

14, 'There is an urgent need to know more about the nature
and extent of (a) underemployment in rural areas, and
(b) the nature and extent of migration patterns within
rural areas and between rural .and urban areas, At
present there is a paucity of data to make these needed
determinations for proper program development for assisting
rural people to better their economic and social status.
In addition to broadening the base of research on under-
employment and migration at the land-grant colleges there
is also a need for.the States and Federal .Government to
»corplie more frequent data relatlve to these two; very
'important problem areas. " - :

Concludinr Remarks

Much progress has been rade in tﬁe developmeat of progroms for
the purpose of combating poverty in rural America, as well as in urban
areas. Although, progress is being made in program coordination among
the many Federal agencies, we still do not have the necessary legislation
and authorities that will permit a coordinated and cowprehensive progran
to plan, create, and guide econor:ic .and social development in-all of its
aspects in those -areas or subregions that are potentially excellent
econcmic growth points. Much of this discussion has been concerned with
particular programs:-conducted by one or more Federal agencies to
accomplish a particular job. 'The range of jobs necessary to insure a
sound coordinated foundation for’ regional and Jational econowlc growth is
vet to be put in 2 proper focus. C

The agricultural-economics~profe$sion has much to offer to the
development , implementation, and evaluation of Federal-State-~local
economic development. In the face of this tremendous need for economic
development know-how, our profession has generally shied from such

responsibilities, in favor of problems of the firm and related aspects.
Current and emerglng qLestlons of policy should lead wmore of us in the
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direction of these broader and extremely relevant issues. Greater
attention needs to be focused on the development of better data and
research analyses (e.g., the development of criteria for identifying
economic prowth points within underdeveloped regions} for the purpose
of providing the kinds of guidelines that would help insure program
success. We are optimistic that more members of our profession will
undertake the challenge to utilize their technical talents in assisting
in the development and conduct of comprehensive economic development
programs in underdeveloped domestic areas that have economic potentials.
The well-being of many centers and their rural hinterlands depends on
how well this challenge is met in the near future.
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