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Rural America at the beginning of the 21st century is a
complex place – a patchwork of people, places and
trends. Agriculture, although still vitally important, has
long since ceased to be the mainstay of the rural
economy. Today, seven of every eight nonmetropolitan
counties rely primarily on manufacturing and services
for employment. Some 2,305 of the nation’s 3,066
counties are rural, according to the USDA’s Economic
Research Service. Rural counties account for more than
80 percent of the nation’s land, but less than 20 percent
of the total U.S. population. 

Farming was once the predominant occupation in the
great majority of rural counties. Today, there are just 556
counties – mainly in the Great Plains – where farming
accounts for 20 percent or more of earned income, and
these counties are home to only 9 percent of the rural
population. And roughly four out of every five farming
counties have lost population over the past four decades,
reflecting the decline in farm employment from more than
eight million to about two million.

Trends in Economic Development
Rural employment has shifted from farming to manu-

facturing and services, with services accounting for more
than 50 percent of all rural jobs. Manufacturing, which
employs about 17 percent of the rural workforce, has
helped stabilize many rural counties that had been
heavily dependent on farming. In recent years, many
technology-related plants have either started up in or

relocated to rural areas, attracted in part by low land
prices and high quality of life. 

Clearly, rural America defies oversimplification. No
one industry dominates the rural economy, no single
reason for population growth or decline holds true for
all areas, and no one formula for rural development will
succeed everywhere. Just about the only thing that can
be said with certainty about virtually every rural area is
that its future well-being depends to some degree on its
ability to attract development capital.

As we look at what works in rural America, again and
again we find public-private partnerships in action. In
countless rural communities, dedicated people are
working together to strengthen their economies –
attracting new businesses, creating jobs, building and
upgrading community facilities. 

We see banks investing in Rural Empowerment Zones
and Enterprise Communities, administered by the U.S.
Department of Housing and Urban Development (HUD)
and the U.S. Department of Agriculture (USDA). We see
banks leveraging their resources by working with USDA’s
guaranteed business and public facilities loan programs
and selling loans on the secondary market in partnership
with Farmer Mac. We see banks working with the
National Trust for Historic Preservation, using tax credits
to underwrite the revitalization of rural Main Streets. And
we see, too, the value of partnering with rural
community development organizations to promote
positive change. 

(This article contains excerpts from two issues of Community Developments,

an Office of the Comptroller of the Currency (OCC) publication. These two

issues focused on rural America and the role of banks in strengthening rural

communities. The fall 2002 Community Developments highlighted rural 

economic development initiatives; the spring 2003 issue addressed 

financing affordable housing. – Editor) 
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Coping with Growth
But rural economic growth brings challenges as well as

opportunities. Increased demand for housing – particularly in
communities within commuting distance of rapidly
expanding metropolitan areas – has driven housing prices
skyward. From 1989 to 1999, the median price of owner-
occupied homes increased by 59 percent in nonmetro areas,
compared to 39 percent in metro areas. 

Particularly for large numbers of lower-income rural
renters – who are disproportionately minority – rising home
prices have become a major barrier to the acquisition of
equity and wealth that home ownership facilitates. And
many barriers exist as well for farmworkers, one-third of
whom still live in substandard housing.

Fortunately, we have a solid foundation to build on. Rural
housing trends over the past three decades have been
largely positive. More rural Americans live in safe, decent
housing than at any time in our history. While the 1970
Census counted more than 2.2 million nonmetro
households with inadequate plumbing, by 2000 that
number had dropped to about 200,000. There were similar
improvements in other quality indicators: The number of
nonmetro households with incomplete kitchens dropped
from 1.3 million to fewer than 200,000, and the number of
overcrowded nonmetro households dropped from 1.8
million to about 725,000. 

Today, only an estimated 2 percent of nonmetro
households live in severely substandard housing. Indeed,
the relatively old rural problem of housing inadequacy has

been surpassed in importance by the relatively new
problem of housing affordability.

Addressing Affordable Housing Needs
Partnerships in housing finance are just as important as in

the economic development realm. A bank interested in
financing affordable rural housing, at manageable risk and
with a reasonable expectation of profit, will quickly discover

the value of partnering with state and federal
housing agencies, national affordable-housing
networks, and local community development
organizations. 

Creative partnerships between banks and
community organizations can bring the cost
of a mortgage within the reach of a single
mother earning a modest salary. They can
help a farmworker family move into an
affordable new rental unit, even in an area
impacted by rapidly escalating housing costs.
And they can help lower-income rural
families become financially literate and build
assets for a down payment on a home
through user-friendly tools such as individual
development accounts. 

These partnerships can leverage govern-
mental resources by tapping into programs,
such as USDA’s Section 502 Leveraged Lending
Program and the federal Low Income Housing
Tax Credit Program. In addition to helping
banks meet their Community Reinvestment

Act responsibilities, these partnerships also offer important
advantages. They help keep banks’ risks within bounds, while
at the same time helping banks to improve their competitive
positions by reaching out to new customers and communities.

There are, for example, some 1,700 community devel-
opment organizations working in rural areas. Many have been

The Valued Added Products Cooperative in Alva, Oklahoma, received investments and loans from
national banks to build a facility which processes locally produced hard red winter wheat into frozen
dough products.

Families across the country build their own homes though programs such as this
initiative in Gilroy, California, sponsored by South County Housing.

         



in operation for decades. They know their commu-
nities’ housing needs; they know how to package
public and private financial resources; and they
know how to help lower-income residents become
financially savvy. A strong community development
organization can open doors, stretch a bank’s staff
resources, and accelerate its affordable-housing
learning curve. And national networks of rural
organizations can help leverage local resources and
expertise.

Banks — Engines of Community
Development

In rural America the local bank is as vital to a
town’s identity and viability as its schools and
religious institutions. And every bank in rural
America is, or at least has the potential to be, a
primary engine of community development. 

In working with rural banks, ranging in size from
small independent community banks to nationwide
institutions with rural branches, the Office of the
Comptroller of the Currency (OCC) has found that
the best-performing banks typically share four key
characteristics: 

h They really know their communities and
actively search for community development
opportunities appropriate to their mission and
markets.

h They take a strategic approach to devel-
opment, forming or participating in broad-based,
mutually supportive partnerships with
community leaders, community development
organizations, and government agencies.

h They do their homework. They keep up to
date on the federal and other programs that can
help them mitigate risk and make a fair profit from
investing in the future of their communities.

h They’re in for the long haul, not the quick fix.
They learn as much as they can from the best in the
business, adapt proven practices to local needs, and
patiently nurture development initiatives.

In short, rural America needs banks – and vice versa.
Banks need viable communities to thrive. When a
community declines, so do its banks. Those banks that
diligently and creatively attend to the present and future
needs of the community – the entire community, including
its low- and moderate-income residents – have the best
prospects in the long run.  n

John D. Hawke, Jr. is Comptroller of the Currency

and a member of Neighborhood Reinvestment’s 

board of directors

For additional information about this topic, access the OCC Internet site
at http://www.occ.treas.gov/cdd/commfoc.htm for the fall 2002 and spring
2003 issues of Community Developments, as well as a Rural
Development Banking Resource Directory.

bright ideas b FALL 2003  5

T H E  N E W  R U R A L  A M E R I C A

Volunteers participating in the Deadwood, South Dakota, “Paint the Town” community
beautification initiative sponsored by the Neighborhood Housing Services of the Black Hills.

COURTESY NHS OF THE BLACK HILLS

                         



TALES FROM THE 2000 CENSUS

Taking Stock of 
Rural America 
and Its Housing
BY LANCE GEORGE
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Social Characteristics
For much of our nation’s history,

most Americans lived in rural places.
In 1800, the nation’s second census
showed that more than nine of 10
Americans were rural residents, with
only about 6 percent of the popu-
lation living in cities. By 1900 the
rural population had fallen to about
two-thirds of the total, and by 1920 it
had dropped to 50 percent. 

Even in 1940, 43.5 percent of the
population was still rural. Today,
however, rural residents make up only
one-fifth of the nation’s population.

FIGURE 1. NONMETRO HISPANIC GROWTH
1990–2000

0–50
51–100
101–200
201 or more

HISPANIC POPULATION GROWTH (PERCENT)

          



bright ideas b FALL 2003  7

T H E  N E W  R U R A L  A M E R I C A

According to the 2000 Census,
approximately 55.4 million people, or
20 percent of the U.S. population,
reside in nonmetropolitan areas. 1

From 1990 to 2000 the nonmetro
population grew by 10 percent while
the overall population grew by 13
percent. The interior portions of the
western United States experienced
some of the greatest rural population
growth. Colorado, Arizona, Nevada
and Utah all had nonmetro popu-
lation growth at twice the national
nonmetro rate. This growth is attrib-
utable in large part to the in-
migration of people moving in search

of amenities, such as recreation.
In stark contrast, the interior plains

states experienced minimal popu-
lation growth during the decade, and
in some cases, population loss.

The 2000 Census reveals the most
racially and ethnically diverse nation
in our history.2 Nonmetro areas,
however, tend to be more
homogenous than the nation as a
whole. Nationwide, approximately 69
percent of the population is white and
not of Hispanic origin.3 In nonmetro
areas, 82 percent of households are
white and non-Hispanic. 

Yet, one of the more significant

trends in rural America over the past
decade is the explosive growth in the
Hispanic population. Between 1990
and 2000, the number of nonmetro
Hispanics rose by 1.3 million, a 70
percent increase. In fact, one-quarter
of all nonmetro population growth in
the past decade is attributable to
Hispanics. This rural Hispanic popu-
lation growth was most profound in
the Southeast and upper Midwest
(Figure 1). 

It is important to note that more
than half of all nonmetro Hispanics
are concentrated in the five states of
Texas, Florida, California, New

FIGURE 2. PERSISTENT POVERTY COUNTIES
Nonmetro counties with 20% or more poverty
in 1959, 1969, 1979, 1989 and 1999.
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Mexico, and Arizona. In fact, approx-
imately one-quarter of all rural
Hispanics live in Texas alone. 

As the rural American population is
diversifying along with the rest of the
country, it also is aging. The baby
boom generation will remain a
significant factor in rural America
during the next few decades as baby
boomers start to move into the ranks
of seniors. This dramatic demo-
graphic shift is likely to have
profound ramifications for nearly
every aspect of society, particularly in
rural areas. 

Sparsely settled rural areas often
have limited public transportation
and social service infrastructure, both
of which are crucial for the well-being
of older Americans. Furthermore, a
gap in senior housing options
remains unfilled in many rural
communities. Affordable rental
housing and elderly housing inno-
vations, such as assisted living
facilities, are scarce in rural areas.

The Economy
In recent decades, the national rural

economy has diversified. Industries
such as agriculture, forestry and
mining that dominated much of the
rural economic system for the better
part of the past century have continued
to decline in prominence. 

The last decade of the 20th century
witnessed one of the most dramatic
economic expansions in our nation’s
history. In general, rural America’s
economy benefited from this
expansion, as earnings increased and
unemployment fell. Rural unem-
ployment, however, has begun to tick
upwards in the past few years.

Poverty remains a problem in rural
America. Approximately 7.8 million
persons in the nonmetro United States,
including disproportionate numbers of

minorities, are poor. While the poverty
rate is 14.6 percent for the total rural
population, the poverty rate for
nonmetro African Americans is more
than twice that, at 33 percent. Likewise,
nonmetro Hispanics have a poverty
rate of 27 percent and nonmetro Native
Americans have a poverty rate of 30
percent. 

Nineteen percent of rural children
are poor, a significantly higher poverty
rate than for rural adults (13 percent)
and rural elderly people (12.3 percent).

All but 11 of the 200 poorest
counties in the United States are
nonmetropolitan. Some nonmetro

counties, particularly those with large
Native American populations, have
poverty rates above 40 percent. Three
hundred and sixty-three nonmetro
counties, accounting for 13 percent of
the nonmetro U.S. population and 23
percent of the rural poor, have expe-
rienced persistent poverty rates of 20
percent or more since 1960 (Figure
2).

Housing 

As the population and economy of
rural America have changed, so too
have rural homes. For the most part,
the changes have been positive. More
rural Americans live in housing that
is safe, decent, and of higher quality
than at any time in our history.
Despite this progress, far too many
rural Americans still live in
substandard, unaffordable or
crowded homes. 

At the turn of the last century, less
than half of U.S. homes were owned
by their occupants. Today U.S. home
ownership is at an all-time high, with
68 percent of the nation’s households

as homeowners. In rural areas, the
home-ownership rate is even higher,
at 76 percent. As in the nation as a
whole, nonmetro minorities have
much lower home-ownership rates
than whites, but, even so, the home-
ownership rate for rural minorities is
14 percentage points higher than for
minorities in metro areas. 

America’s 5.5 million rural rental
households experience some of the
country’s most significant housing

FIGURE 3. NONMETRO HOUSING PROBLEMS
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268,000 units
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662,000 units

                 



problems, though the importance of
the rural rental stock is often ignored.
Rural rental households have lower
incomes than owners, are more likely
to have affordability problems, and are
twice as likely to live in substandard
housing. Approximately 12 percent of
nonmetro renters live in either
moderately or severely inadequate
housing, compared to 6 percent of
nonmetro owners. 

Manufactured housing continues as
one of the nation’s fastest growing
housing types, particularly in rural areas
where its prevalence is twice the national
rate.4 Unquestionably, the entire manu-

factured housing industry has gone
through a dramatic transformation over
the past few decades. Quality, safety and
size have improved dramatically, and
some manufactured units now are
virtually indistinguishable from conven-
tionally constructed single-family
homes. Financing of manufactured
housing, however, has not advanced as
well.

During the latter part of the 20th
century, affordability replaced quality

as the greatest problem for low-income
rural households. Rural housing costs
have increased drastically throughout
the country, and incomes have not
kept pace – especially for rural renters.
Rural renters, though making up less
than one-quarter of all nonmetro
households, account for 35 percent of
nonmetro cost-burdened households.

Dramatic progress has been made in
the past few decades in improving the
quality of housing in rural America, but
housing problems still persist.
According to 2001 American Housing
Survey (AHS) indicators, 1.6 million
(6.9 percent) of nonmetro units are

either moderately or severely
substandard. Minorities in rural areas
are among the poorest and worst
housed groups in the nation, with
disproportionately high levels of inad-
equate housing. Non-white and
Hispanic rural households are three
times more likely to live in substandard
housing than white rural households. 

Minorities also are more likely to
live in inadequate housing in
nonmetro areas than in metro areas.

Rural African Americans have partic-
ularly high substandard housing rates,
as nearly one in five nonmetro African-
American households lives in
substandard housing.

The number of overcrowded rural
households grew slightly during the
1990s. Overcrowding is particularly a
problem among rural Hispanic
households. While Hispanics
comprise only 4 percent of nonmetro
households, they account for one-
quarter of all overcrowded housing
units in nonmetro areas. 

Unfortunately, high housing costs,
poor quality, and overcrowding are not
mutually exclusive. An estimated
662,000 rural households experience
two or more of these housing
problems. Not surprisingly, rural
renters are disproportionately repre-
sented among those with multiple
problems (Figure 3).

During the nation’s recent economic
downturn, the overall housing market
has remained remarkably strong, and
homes continue to be the most
valuable assets most Americans ever
will own. However, limited access to
quality credit and affordable mortgage
sources impacts the investment
potential of many rural homes.
Furthermore, the recent proliferation
of subprime lending has greatly
influenced rural mortgage markets.

Since the mid-1930s, the federal
government has supported the
production of low- and moderate-
income housing and improved the
living conditions of millions of low-
income rural Americans. Funding for
U.S. rural housing programs,
however, has not kept pace with
need, and several programs have been
affected by a recent shift in emphasis
to indirect subsidies, such as loan
guarantees and tax incentives. As a
result, the programs’ ability to reach
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Poverty and housing in a high-need area COURTESY HAC

        



lower-income households has been
diminished.

High-Need Areas, People
Poverty and housing problems are

particularly pervasive among several
geographic areas and population
groups in rural America: the colonias
along the U.S.- Mexico border, Central
Appalachia, farmworkers, the Lower
Mississippi Delta, and Native
Americans. The key commonality
among them is that, as a whole, they
remain relatively mired in poverty and
inadequate housing. This, despite
some progress that mirrored an overall
national economic expansion and
housing-condition improvements in
many communities

One very visible impact of their
economic distress is poor housing.
Quality of housing is the primary
housing problem among all high-need
locations and populations. 

Beyond housing, each also has
unique challenges – such as contract-
for-deed issues in the colonias, the
impact of seasonal housing need for
farmworkers, and legal land issues on
Native American lands. Affordability
problems in the Lower Mississippi
Delta and the lack of suitable building
lots in Central Appalachia exacerbate
housing problems and stifle strategies
for improvement.

Prospects for the Future
Housing conditions in rural America

are inextricably linked to social and
economic factors. In the coming
decades, several demographic and
economic forces will greatly impact the
provision of housing for rural
Americans. An increasingly diverse
and aging population will likely
challenge communities as they
struggle to meet already demanding
housing needs. These challenges will
be exacerbated by lack of affordable
rural rental units. In addition,

economic transformations such the
new global economy will equally
impact the structure and livelihood of
rural America.

Although it is often overlooked,
housing is an integral component to the
viability of rural communities.
Significant progress has been made over
the past half-century in improving
housing quality and conditions for rural
Americans. But new challenges emerge.
The rising costs of housing, which are
outpacing rural incomes, have
produced an ever-alarming affordability
gap. Without more production of
affordable housing and better access to
quality jobs, this housing problem
inevitably will worsen.

Portions of Central Appalachia, the
Lower Mississippi Delta, the border
colonias, Native American lands, and
farmworkers are still mired in
persistent poverty and deplorable
housing conditions. They are among
America’s “poorest of the poor,” yet
largely unseen by the rest of the nation. 

It is a tragedy that such deep poverty
and poor housing conditions exist in a
nation of breathtaking affluence. But
without increased attention and
adequate funding for solutions, the
chances for these areas to improve are
unlikely, at best.  n

Lance George (lance@ruralhome.org) is a

research associate with the Housing

Assistance Council, Washington, D.C.
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Endnotes  
1 In this report, unless otherwise
noted, the terms“nonmetro”and
“rural” are used interchangeably
and refer to places defined by
the Office of Management and
Budget (OMB) as nonmetropol-
itan in 1999.

2 Because of changes in the ques-
tioning of race concerning two
or more races, the Census 2000
data on race are not directly
comparable with data from the
1990 census or earlier censuses.
Caution must be used when
interpreting changes in the racial
composition of the U.S. popula-
tion over time.

3 Hispanic is an ethnic origin and
not a race. Ethnic origin can be
viewed as the heritage, national-
ity group, lineage or country of
birth of a person or person’s
parents or ancestors before his
or her arrival in the United
States. Hispanics may be of any
race. Hispanics are compared to
other racial groups in this arti-
cle to illustrate the significance
of major racial and ethnic
groups in the nation.

4 The terms “manufactured hous-
ing” and “mobile homes” are used
interchangeably in this article. n

This article contains excerpted portions of the Housing Assistance Council’s (HAC’s) publication,
Taking Stock: Rural People, Poverty, and Housing at the Turn of the 21st Century. Taking Stock pro-
vides an overview of rural America’s residents, their economic condition, and their homes. This publi-
cation is the third in a series of decennial reports by the HAC that use data from the 2000 Census of
Population and Housing, and other sources. The full report may be downloaded from the Housing
Assistance Council’s Web site at www.ruralhome.org.
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VIEW FROM THE KANSAS CITY FED

Thinking Regionally, Acting Locally:
Emerging Rural U.S. Regions BY KENDALL MCDANIEL

(This article is reprinted with permission from the May 2003 Main Street
Economist, a publication of the Center for the Study of Rural America.)

Throughout the nation, rural leaders are rethinking their
economic development strategies. What was once a uniquely
community effort is now giving way to regional economic
development partnerships that pool rural resources. 

New regional alliances are emerging in the United States
to overcome fiscal crises, bolster local economies, maintain
public services, and take advantage of new economic
opportunities. For the most part, it is too early to measure
the success of these fledgling rural regions. But identifying
and tracking emerging rural regions can help inform public
policymakers and encourage other rural leaders.

This Main Street Economist begins an occasional series of
articles that will focus on case studies of emerging rural
regions. Thinking regionally while acting locally is still a
relatively new phenomenon, but many rural towns are
benefiting from regional planning. 

Establishing a regional plan has helped sparsely
populated rural places expand the size and skills of their
workers, businesses and leaders. Regional plans have
helped identify and develop new economic opportunities
such as tourism, product agriculture, advanced manufac-
turing, and digital technology. And by empowering local
citizens, regional alliances have often improved the effec-
tiveness of current institutions.

Why Think Regionally?
Rural leaders currently involved in regional organi-

zations recognize that a greater critical mass of people,
businesses and services is needed today for any rural devel-
opment strategy to succeed. The current fiscal crisis in
many states is forcing rural communities to think
regionally in order to maintain such essential public
services as education and healthcare. 

In many rural communities, forming a regional alliance
has helped open the door to new economic opportunities.
By far, however, the most common reason for establishing a
regional plan has been to respond to an economic crisis
where losses of population or industry are substantial and
community resources are being depleted.

In the midst of the record-setting economic expansion of
the 1990s, many rural areas struggled to maintain a critical
mass of businesses and workers. Nearly one-third of all
rural counties lost population between 1970 and 2000. In
many of these counties, population rates declined even
faster in the 1990s than in the previous two decades. 

One of every four rural counties now has fewer than 10
people a square mile, making it very hard to support busi-
nesses, obtain needed services, upgrade critical infra-
structures, or even maintain school systems.

Rapid population loss can lead to many problems. With
fewer workers, it becomes harder to attract new firms. It
also becomes more difficult for existing firms to find addi-
tional skilled workers to expand their operations. And
when the local tax base declines, local leaders find it more
difficult to provide services. 

In general, communities that are losing people, busi-
nesses and services often find it overwhelming to compete
effectively in a global economy.

In the current situation of tight state budgets, the
challenge of providing basic services in rural areas with low
population densities is acute. The fewer the people a
square mile, the more costly it is to provide services.
According to one survey, more than two-thirds of all
counties face budget shortfalls – with the majority being in
rural America.1

Rural counties report that cutbacks in health and human
services, education, transportation, infrastructure, and
public safety are likely to occur. In some counties,
reduction in public services would deal the final blow to
rural towns.

Similar to the path that education took in the 1980s, and
healthcare in the 1990s, public services may become more
regionalized. In the 1980s, the twin crises in energy and
agriculture forced many state leaders to consolidate rural
schools. Similarly, rising healthcare costs in the 1990s led
to the proliferation of HMOs and regional healthcare
facilities. Such strategies could be a prelude to deal with the
current fiscal crisis of states.

Several rural towns are realizing that neighboring towns,
which once were chief rivals on the football field or
basketball court, now face the same economic and fiscal
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foes. In some cases, branch plants of manufacturing firms
have relocated overseas, where land and labor are cheaper.
In other cases, local youth have left the countryside for
better-paying jobs and benefits in the city. 

In virtually every case, the losses of population and
industry have affected more than one community in a
region. As a result, many rural areas find themselves with a
very short menu of new economic opportunities.

New Economic Opportunities
Regional alliances to add new economic opportunities

can come from a variety of sources. For example, in the
Prairie States region, efforts to conserve local resources are
yielding new economic opportunities that range from
tourism and entrepreneurship to bio-based products and
product agriculture. 

Product agriculture may prove to be a natural oppor-
tunity for Iowans participating in OpportunityWorks
forums, with other opportunities being added to their

menu. Southeast Kansas Inc. and the local university are
developing a bio-based materials strategy that could
benefit farmers and manufacturers in the most distressed
region of Kansas. And Morgan County, Colorado, is closing
the digital divide on the Front Range. 

Of course, it is too early to measure the success of these
emerging rural regions, but each case represents a
committed group of local leaders who have achieved
critical mass by thinking regionally.

The Prairie States region encompasses parts of Colorado,
Kansas, New Mexico, Oklahoma and Texas. The part-
nership began as a conservation initiative – preserving the
habitat for the Lesser Prairie Chicken – but this seemingly
unrelated effort has evolved into a comprehensive regional

strategy involving tourism, entrepreneurship, alternative
energy, and value-added agriculture. 

Nonprofit organizations from states in the region help
coordinate conservation and development plans. They seek
funding for new economic opportunities and build
alliances among local stakeholders. These local leaders have
found that thinking regionally while acting locally not only
conserves local resources, but also can open new doors.

The declining number of native wildlife species sparked
the region’s first big conservation initiative in 1996,
preserving habitat for the Lesser Prairie Chicken. The High
Plains Partnership for Species at Risk was formed to bring
together a wide variety of interests – governmental
agencies, private landowners, and nonprofit groups. Their
aim was to devise voluntary solutions that would reverse
the decline of once abundant wildlife and benefit the
people who live and work on the High Plains. 

As one local leader put it, the Lesser Prairie Chicken
knows no property lines, city limits, county or even state

borders. Rural leaders, they concluded, should take the
same attitude when seeking new economic opportunities.

Many rural communities, like ones in the Prairie States
region, are discovering an exciting new opportunity in
rural tourism. Not only does it provide economic growth,
but also it boosts civic pride and encourages conservation
of local resources. Tourism takes many forms across the
countryside, including the traditional camping, biking,
hiking, skiing, hunting and fishing.

Nontraditional activities also have been developed,
including corn mazes, food festivals, heritage trails,
cultural tours, working ranches, bird watching, and
wildlife preserves. But communities must cooperate
regionally to implement a successful tourism strategy. As

“Many rural communities, like ones in the Prairie States

region, are discovering an exciting new opportunity in rural

tourism. Not only does it provide economic growth, but also

it boosts civic pride and encourages conservation of local

resources.”
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one rural leader put it, you can’t promote boating,
swimming or fishing downstream if your neighbors dump
trash upstream.

Northeast Iowa
OpportunityWorks is a

regional community
development effort under
way in northeast Iowa
aimed at finding new
economic opportunities.2

OpportunityWorks
encompasses six counties
(five of them predominately rural), one metro area, and
a Native American nation in northeast Iowa. 

After receiving a planning grant from the Northwest
Area Foundation, community leaders met with more than
3,250 people in both rural and urban communities. Each
was given the opportunity to express opinions on the key
challenges and opportunities for the region.

Meetings are still being held, but preliminary results
indicate a need for strengthening the ties between rural and
urban communities, reducing poverty, boosting human
capital, and finding new economic opportunities. Helping
citizens understand the linkages between all sectors of the
regional economy is one way to strengthen the ties
between rural and urban communities. 

Boosting the skills of local workers, providing technical
assistance to local firms, and creating networks of
community organizations may help identify new economic
opportunities and reduce poverty levels.

Regional leaders are starting to identify new economic
opportunities, including, but not limited to, product agri-
culture. The region – rooted in the agricultural sector from
farming, to processing, to manufacturing farm equipment
– realizes the need for adding value to local commodities
and communities. Regional leaders see opportunities in
product agriculture, like bio-based lubricants and new
models of food delivery.

Product agriculture represents one way to hold on to
traditional firms and values that have declined in many
rural areas. In product agriculture, growers seek new ways
to add value to the commodities they grow. New value-
added activities can boost farm income and expand local
economic opportunities. 

But growing these crops requires coordination with

other producers, other segments of the industry, and
other organizations, like the local university.3 This is
somewhat different from the tradition of working inde-
pendently and constantly seeking new ways to improve
the production process.

Southeast Kansas
Southeast Kansas Inc. is a

13-county coalition of rural
leaders that provides lead-
ership and services in the
southeastern corner of
Kansas. Initially formed by
the Business and Technology
Institute (BTI) at Pittsburg State University, Southeast Kansas
Inc. helps identify and solve problems in the most distressed
region of Kansas. 

In addition to creating a regional identity with southeast
Kansas, Pittsburg State’s BTI uses six units to provide
regional economic outreach, manufacturing assistance,
small business consulting, loan packaging, seed capital,
grant writing and administration, and polymer research
and development.

BTI’s Kansas Polymer Research Center has initiated a
“Polymer Prairie,” bio-based materials strategy to attract
and grow the bio-based plastics industry. Essentially,
farmers will supply soybeans to processors that refine
commodities into oil and meal. The soybean oil then is
transformed into an ingredient used in plastics products. 

Local factories will be used to process the soybeans into
oil and then into plastics. And if the demand for bio-
based plastics is as high as local leaders anticipate, the
entire soybean crop of Kansas could potentially be used
by this industry.

As part of its regional strategy, BTI’s staff assist manu-
facturers in process improvement and coordinates a
regional educational forum. BTI’s certified development
company packages loans, while its small business devel-
opment center counsels entrepreneurs. The grants and
special projects unit writes or administers grants for local
governments. And the Alliance for Technology
Commercialization provides seed capital for and invests
in promising early-stage companies. By working in
concert, the six units of BTI, various community leaders,
and local businesses are finding ways to boost the
regional economy.
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Morgan County,
Colorado

In Morgan County,
Colorado, local leaders
have been searching for
ways to tap into the
explosive growth that the
Denver metropolitan area
experienced in the 1990s.
The county, located 80 miles east of Denver along Interstate
76, has struggled despite its location. The location – on a
major interstate and relatively close to Denver and its new
international airport – seems ideal for attracting new firms,
but community leaders believe that the lack of a digital
connection to the Front Range and beyond hinders growth.

As a result, four key partners (Morgan Community
College, Morgan County Economic Development
Corporation, the Ft. Morgan Area Chamber of Commerce,
and county officials) are working with municipalities,
schools, healthcare providers, and the private sector to
build support for broadband service among local residents
and businesses. Their efforts to boost demand for
broadband connections are starting to materialize as service
providers are currently developing broadband capacity. In
addition, several local firms are already planning to expand
their operations using broadband services.

As Morgan County illustrates, the technological revo-
lution of the 1990s created new wealth and spawned many
new firms in this country. But most of the wealth and firms
settled in urban areas.4 Closing the digital divide – that is,
ensuring broadband access in all communities – could
benefit rural regions. 

Access to high-speed Internet activities could help rural
firms expand into new markets, and it may entice new
firms to locate in rural areas. Many urban workers may
prefer to live in a rural community, if they could connect to
new economic opportunities available electronically.

These four cases show how pooling resources in rural
regions can broaden the menu of economic opportunities
available in rural America. Emerging rural regions are able
to overcome many challenges associated with the lack of
critical mass, be it workers, firms, or services. More
important, these regions are better able to reach their
fullest potential – economically and socially.

Conclusion
Though the concept of regional economic development

is not new, the application to rural areas has been limited in

the United States. In general, public policies have focused
on a single sector of the rural economy or on certain
segments of the population. Regional economic devel-
opment policies, in contrast, focus on particular places that
are trying to overcome a crisis or have an opportunity to
develop a competitive advantage in the global economy.

In places like the Prairie States region, preserving natural
resources goes hand in hand with developing tourism
opportunities. Product agriculture and advanced manufac-
turing are offering new ways to add value to local resources
in parts of Iowa and Kansas. And the digital divide is being
conquered by leaders in Morgan County, Colorado. 

In all four cases, local citizens have formed regional
alliances to build a critical mass of workers, businesses and
services. In so doing, they are able to preserve local resources
and develop new economic opportunities in the region.

There still are many questions about the best ways to use
regional economic development strategies in rural areas.
Whether or not these emerging rural regions will succeed
or fail in the United States is yet to be determined. Still,
current efforts seem fruitful and, as many rural leaders
have stated, “Standing still is simply not an option.”  n

Kendall McDaniel (kendall.1.mcdaniel@kc.frb.org) is associate

economist, Center for the Study of Rural America, a unit of the Federal

Reserve Bank of Kansas City.

Endnotes
1 Clark, Richard L. 2003. “Counties in Crisis: A Survey
of Current Budgetary Situations Facing America’s
Counties,” prepared for The National Association of
Counties. Carl Vinson Institute of Government,
University of Georgia.

2 OpportunityWorks and two other emerging rural
regions were described in the Center’s 2002 Annual
Report. For a copy of the report, contact one of the
Center’s staff. For more information on
OpportunityWorks visit www.opportunityworksiowa.org.

3 A detailed discussion of growing pharmaceuticals with
crops was published in the Main Street Economist,
February 2002 edition. Bio-based plastics are discussed
in the Q1 Economic Review.

4 For more information on the digital divide, see the
Main Street Economist, February 2002, August 2000 and
May 2000.
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When Community Ventures Corporation, a
NeighborWorks® organization of Lexington, Kentucky,
was chosen this year to receive an allocation of $12 million
in tax credits under a new, innovative federal program, it
was an indication of just how far the organization had
come in the last decade.

Community Ventures’ staff has leveraged their
knowledge, skills and resources to grow the organization
into a diversified organization that offers everything
from home-ownership counseling to commercial real
estate investment.

Back in the early 1990s, the only product offered by
Community Ventures Corporation was a $1,500 loan to
very low-income people to start up their own business. 

“Although that was an effective product for a particular

segment,” said Kevin Smith, president and CEO of
Community Ventures, “we knew Community Ventures
had to grow beyond that if we were going to survive. The
staff and board recognized that, if we were going to
continue to exist as a nonprofit organization, we needed to
diversify, and minimize our dependence on any single
funding stream.” 

Smith noted that many nonprofits have learned this lesson
in recent years.

“Private and public funders come and go, especially during
these times of economic uncertainty,” he said. “Nonprofits
must learn to adapt and have a strategy for sustainability.”

For Community Ventures, that strategy was to diversify
and expand its programs and products, its funders, its
customer base and its geographic service area. Beginning

in the early 1990s, the organization
learned, grew and leveraged its skills
and resources to further diversify.

“The $12 million allocation
under the New Markets Tax Credit
program was the culmination of a
lot of work that started 12 years
ago,” Smith said. “In the end, it
was a perfect fit for us, and I think
that is the main reason we were one
of just 66 organizations nationwide
to receive allocations.”

Adapt and Diversify
Founded in 1982, Community

Ventures Corporation exists to
improve the quality of life for urban
and rural residents throughout central
and northern Kentucky. Its central
mission is to provide individuals and
families with the skills, income and
assets they need to achieve financial
independence. It serves inner-city
areas of Lexington, as well as rural
areas of Kentucky.

Community Ventures uses three
strategies to help people increase
income and build assets: small

REGIONAL STRATEGY IN KENTUCKY

Community Ventures Uses NMTC Award 
to Expand Business Loans

COMMUNITY VENTURES CORPORATION 
DIVERSIFICATION OF ECONOMIC DEVELOPMENT PRODUCTS

BANK

•  JUMP START ($500)

•   BLUEGRASS MICRO FUND ($6,000)

•   SBA MICROLOAN ($35,000)

•   EXPANSION FUND ($125,000)

•   SBA 504 ($500,000)

•   NMTC FUND
($35,000)

              



business ownership, home ownership, and job creation
through business expansion.

From the beginning of its diversification efforts, the staff
and board recognized that they could not lose focus of the
organization’s mission. They also knew they could not
allow diversification to drive up costs.

“Costs can quickly get out of control when an organi-
zation moves into unrelated product delivery or when it
chases an unrelated funding opportunity,” Smith said.

Instead, Community Ventures focused on incrementally
leveraging its capacities and skills. For example, staff used
the expertise they gained from delivering small business
loans to introduce new business loan products that could
meet the needs of larger ventures that were expanding or
creating  jobs.

As the small-business program grew, existing staff
supplemented their skills, giving Community Ventures
the capacity to offer home-ownership financing products,
underwrite mortgage products, and become an SBA 504
lender, giving Community Ventures the capacity to make
larger real estate loans. And Community Ventures recently
held the grand opening of a new NeighborWorks
HomeOwnership Center®.

“We are always looking for the next
logical place that our accumulated
knowledge and resources can take us,”
Smith said.

Business Loan Program
For its business loan program, the

next logical place was the New Markets
Tax Credit  (NMTC) program, which is
part of the U.S. Department of Treasury’s
CDFI Fund.

The NMTC program permits tax-
paying entities to receive a credit
against federal income taxes for
making equity investments in
designated community development
entities (CDEs), such as Community
Ventures. Equity investments are then
used by CDEs to revitalize distressed
urban and rural neighborhoods
through various community and
economic development strategies.
Those strategies include financing for
needed community facilities;
commercial loans and investments to
start or expand small businesses; and

financial services needed by low-income households
and local businesses.

In addition to Community Ventures, another
NeighborWorks® organization, Nuestra Comunidad of
Roxbury, Massachusetts, also won an NMTC allocation –
of $1 million.

With Community Ventures, six local banks are
investing $2 million apiece for the new loan fund in
return for tax credits. Smith said he expects most of that
funding will be loaned to qualified development projects
by the end of the year.

“The flexible terms and pricing of the loans should entice
real estate developers to some areas of Kentucky that are most
in need of revitalization,” Smith said. 

Just as important, he said, the program fits perfectly
with Community Venture’s mission and strategies, and
provides a natural extension of skills and resources.

“This program,” Smith said, “is a great example of a
public-private partnership that can produce the kind
of investment that improves lives and invigorates
communities, and that’s what Community Ventures is
all about.” n
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COMMUNITY VENTURES CORPORATION 
DIVERSIFICATION OF HOUSING PRODUCTS

BANK

•  LEASE-PURCHASE PROGRAM

•  SECTION 8 TO HOMEOWNERSHIP

•  DOWN PAYMENT &
CLOSING COSTS FUND

•  FIRST 
MORTGAGE FUND
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For many Americans, “rural” is a special state of mind
that has little to do with what is actually taking place in a
thousand distinct markets across the nation. 

Each market or unique economic region has its own
defining characteristics. Collectively, it is true, there are
enough of the most basic ingredients – less people, more
open land – to justify the generic label, “rural America.”
But today, as never before in our history, what we
casually refer to as rural America is in fact a patchwork
quilt of wildly diverse economic regions. 

The W. K. Kellogg Foundation has recently completed a
series of research papers on “Perceptions of Rural
America.”1 The series is particularly helpful in illustrating
measurable differences between what various
constituencies think about rural America versus what
leading statistical indicators reveal. 

As the prime example, we cling to the belief that the
dominant industry in rural America is agriculture. The
reality is that “farm employment is 7 percent of all rural
employment. Adding 0.8 percent for farm input supplier
employment and 3.9 percent for processing and
marketing jobs, the total still is only 11.7 percent for all
agriculture-related jobs in rural America.”2

Even though we still perceive a substantially higher role
for agriculture in rural America, the Kellogg study does
indicate a high awareness of the plight of the family farm.On
the one hand, the suburbanization of America has trans-
formed small farms into quasi- or pseudo-rural subdivisions.

On the other, agribusiness or megafarms have absorbed or
displaced the more traditional family-style farm. For the less
than 10 percent of the rural population who still live on
farms, the majority now habitually supplement farm income
with off-farm employment. 

Reshaping Policy Vision
As the NeighborWorks® national rural policy forum

made clear in February, perceptions or misperceptions are
not to blame for stale policy. Instead, institutions and
special interest groups have controlled rural policy, as
William Paul Browne, professor of political science at
Central Michigan University, has often suggested.3 The
door is wide open for new stakeholder groups to redefine
the rural landscape and begin to reshape a policy vision for
rural America. 

When a team of rural NeighborWorks® leaders and
colleagues recently undertook the design of the network’s
first rural symposium, we all came to the same conclusion
– it’s really time to introduce the new rural America, to
ourselves, to our urban and suburban counterparts, and to
our partners. 

The December 10 symposium, “The New Rural
America,” at the NeighborWorks® Training Institute in San
Francisco, will feature ground-breaking analysis by Mark
Drabenstott, director of the Center for the Study of Rural
America, a unit of the Federal Reserve Bank of Kansas City4

which defines the new rural America not in broad national

PREVIEWING DECEMBER’S SYMPOSIUM

‘The New Rural America’ Promises 
A Reality Check on Diverse Regions BY DAVID DANGLER
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strokes but rather in the detailed exploration and analysis of
emerging regional economies (see page 11). 

In this fresh view, existing and historic boundaries such
as township perimeters, county lines, and even at times
whole state demarcations, are set aside in favor of more
fluid regional boundaries. Even more striking, these new
and self-described regions do not isolate and separate rural,
suburban and urban communities, but, rather, integrate
them within regional plans that acknowledge and
anticipate critical interdependencies.

Throughout the day, symposium participants will move
from self-selected, thematic break-out sessions to plenary
sessions. The practitioner-based design team has recom-
mended that each element within The New Rural America
symposium yield specific action steps for participants to
take back to their respective communities. 

For example, a track on new rural affordable housing
strategies, will explore innovative designs and financing in
both sparsely populated “soft” rural areas, such as
Nebraska and the Dakotas, and “hot” markets, such as the
West Coast, parts of Colorado, and New England. A
parallel track on community economic development will
demonstrate how traditional rural values – hard work and
self-reliance – combined with new technologies, are
creating jobs. 

In depopulating areas (See page 6), a handful of new
jobs can make the difference between a rural
community having the capacity to offer core services or
lacking it. In hot rural markets, jobs have to offer
livable wages, a pay scale high enough to offset the high
cost of housing. 

Humor Is Critical
Humor is another critical dimension to life in the new

rural America. The symposium luncheon will feature a
keynote address by Roger Welsch, who may be best
known as “the fat guy in overalls” on CBS’s Sunday
Morning, where he offers up essays on American rural and
small town life. 

Welsch will offer his own imitable brand of story-telling
as well as lead an afternoon track in storytelling as an

effective community-building tool. A resident of
Dannebrog, Nebraska, with a population of 354, Welsch is
an advocate for Native American interests and the author
of more than 30 books. 

The symposium design team and growing list of
sponsors and endorsing agencies are determined that
participants will come away with a better sense of the
new rural America and clarity about what each can do
to measurably increase their organization’s impact
and effectiveness. 

As Kevin Smith, president and CEO of Community
Ventures Corporation, a NeighborWorks® organization in
Lexington, Kentucky, and symposium design team
member, has suggested, “If we can assure each participant,
whether from the nonprofit or for-profit sector, that they
will pick up fresh ideas to help them achieve their
objectives back home, we’ll have done our job”.  n

David Dangler (ddangler@nw.org) is manager of Neighborhood

Reinvestment’s Rural Initiative.
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“If we can assure each participant, whether from the nonprofit or 

for-profit sector, that they will pick up fresh ideas to help them

achieve their objectives back home, we’ll have done our job”

Endnotes
1 The series can be accessed in detail at
www.wkkf.org

2 Perceptions of Rural America, W.K. Kellogg
Foundation, page 1 

3 See William Paul Browne’s The Failure of
National Rural Policy, Georgetown University
Press, c. 2001

4 Go to the center’s Web address for more 
information-
http://www.kc.frb.org/RuralCenter/RuralMain.htm
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