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The person versus place distinction has been a major theme in poverty
rescarch and policy in the United States. The personal perspective focuses on
individual and/or family attributes associated with entering, exiting, or persisting
in poverty; the place perspective emphasizes characteristics of local infrastruc-
ture and institutions, especially the local economy and labor market, as determinants
of differential rates of poverty among areas.: While this distinction is somewhat
artificial, since the ultimate intent of anti-poverty policy is to improve the well-
being of individuals and familics wherever they reside, it cannot be denied that the
nonmetropolitan and rural poor tend to be geographically concentrated and that
the characteristics of place of residence condition opportunities to escape poverty.

Recent discussions of progress against poverty (or lack thereof) have
concentrated on the changing fortunes of individuals and/or families, while, with
the possible exception of inner-city ghettos, place poverty has been relatively
neglected. This paper secks to redress this imbalance somewhat by focusing on
nonmetropolitan and rural poverty, and specifically on nonmetropolitan areas that
have been poor throughout the “War on Poverty” years and into the present. We
will identify these persistent low-income nonmetropolitan areas, compare their
sociodemographic and cconomic characteristics with those of other
nonmetropolitan areas, examine quecstions about which conceptual frameworks
may be helpful in explaining why they became and persist as low-income areas in
the midst of an advanced industrial society, and propose some challenges for
policy development.

Background

An official poverty rate of over 17% in 1964 helped to convince
President Johnson of the need to wage a War on Poverty.2 Considerable progress
against poverty was made during the next 15 years as the official poverty rate fell
to 11.7% by 1979. The anti-poverty effectiveness of the War on Poverty s broad
range of social and labor market programs is still a matter of academic and policy
debate, but it is undeniable that the nation’s poverty rate would be considerably
higher if not for the cash (and in-kind) transfer programs developed during these
decades. In fact, the pre-transfer poor remained constant at about 20% of the U.S.
population during this period, while the percentage of persons who were poor after
the receipt of cash transfers declined by about 30% (Haveman, 1987).3
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The severe recession of the early 1980s refocused attention on poverty,
as the nation’s poverty rate increased from 11.7% in 1979 t0 15.2% in 1983. The
economy has recovered since then and the national poverty rate has responded by
falling to 13.1% (U.S. Bureau of the Census, 1989a). However, not all areas (or
population subgroups) have shared equally in this recovery. Nonmetropolitan
areas, in particular, have not benefited as much as metropolitan areas from upturns
in the business cycle (Henry, Drabenstatt, & Gibson, 1987; U.S. Department of
Agriculture, 1990). The nonmetropolitan poverty rate did not decline until 1987,
and the inflation-adjusted income gap between metropolitan and nonmetropolitan
areas has steadily widened each year since the recession, until 1988. In that year,
nonmetropolitan per capita income was only 73.5% of metropolitan income,
compared to 77% in 1979 (U.S. Department of Agriculture, 1990).¢ The severity
of nonmetropolitan poverty can be judged by the fact that the poverty rate in eight
highly rural states still exceeds 17%, the national rate that triggered the War on
Poverty in 1964 (Plotnick & Danziger, 1988).5

Ironically, while present-day discussions of poverty and antipoverty
policy highlight inner-city ghetto situations (Pearson, 1989; Wilson, 1987), they
seldom include explicit recognition of the severity of nonmetropolitan and rural
poverty. The truth is that poverty is disproportionately concentrated in both
central cities and nonmetropolitan areas. Twenty-eight percent of the nation’s
poor persons live in nonmetropolitan counties compared with only 22% of the
total population. The central city shares of poor and total population are 42% and
31%, respectively. Data from the Current Population Reports further indicate the
similar extent of nonmetropolitan and central-city poverty rates, 16.9% and
18.6%, respectively. In contrast, the poverty rate of metropolitan suburbs is only
8.5% (U.S. Bureau of Census, 1989b). This lack of attention to nonmetropolitan
poverty is difficult to explain. Many social scientists dismiss it, explaining that
it is not the nonmetropolitan environment per se that contributes to high poverty
rates, but rather the low educational and skill levels of the rural and nonmetropolitan
population. In fact, the data indicate that high nonmetropolitan poverty rates
appear 1o stem from the characteristics of the nonmetropolitan poor, from the
industrial and occupational structure of nonmetropolitan economies, and from the
underdeveloped institutional capacities of poor rural communities. Qur paper
attempts to understand how these poor communities have evolved with such low
human and institutional resources, and low-wage industrial structures,

The “invisibility” of nonmetropolitan poverty is another possible expla-
nation for its neglect (Harrington, 1981). However, while some rural and
nonmetropolitan poverty may be hidden by geographic isoiation or camouflaged
by pleasant scenery, itis highly visible in national statistics. Both the poverty rate
and the absolute number of nonmetropolitan poor persons are large relative to
other residential sectors. The 9.1 million poor persons living in nonmetropolitan
areas represent a population that is 66% as large as the 13.9 million poor people
living in metropolitan central cities.

Moreover, the nonmetropolitan poor population tends to be concentrated
in Appalachia, across the mid-south, and in the Mississippi Delta. This is not to
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say thatother regions do not contain a substantial number of poor nonmetropolitan
persons, but rather that the poor constitute a disproportionately large share of the
total population in these subregions of the South. Thus, we do not believe that
nonmetropolitan poverty is an obscure phenomenon that can be easily dismissed.
We suspect that the lack of highly visible social problems associated with rural
poverty, as well as the lack of local political concemn, reduces its salience as a
national political issue. Lack of strong working-class representation in political
debate in the South has contributed to a historical acceptance of poverty, thereby
reducing its visibility on the national scene. In the industrial North and Midwest,
class conflict led to some sharing of power between the working class and the
industrial elite, by the time of the New Deal. In the South, however, the power of
clites was not effectively challenged until the civil rights movement of the 1960s,
and then it was accomplished in part by outside intervention from the federal
government (Bensel, 1984).

The Nonmetropolitan Places Left Behind

An insidious aspect of nonmetropolitan poverty is that it tends to persist
in particular geographic areas over time. In fact, the income levels in some
persistently poor nonmetropolitan arcas do not appear to respond very much to
changes in the national cconomy. There are several ways to identify chronically
depressed areas. The U.S. Department of Agriculture’s Economic Research
Service ranked nonmetropolitan counties by per capita income in 1950, and has
followed the bottom quintile over succeeding years. By 1969, about half (298) of
the original group of counties was still in the lowest quintile. During the next 15
years, 92 of these counties improved their income sufficiently to exitthe category,
leaving a core of 206 counties that have been in the lowest income group for at
least 35 years (Bellamy, 1988). Almost all of these counties are in the South (188
of 206).

Alternatively, areas can be identificd by a high percentage of persons (or
households) in poverty. The map of these two county delineations is not
necessarily the same, although the general patierns have much in common. High-
poverty counties also have relatively low per capita income, but some of them are
not included in the persistent low-income category because of extreme inequities
in income, especially between blacks and whites. In these instances the high-
income levels of whites elevate per capitaincome enough to eliminate the counties
from the persistent low-income category, but this may not alter the percent in
poverty. These “places left behind,” whether delineated as persistent low-income
or high poverty-rate counties, are the principal focus of the remainder of our
paper.s A discussion of various aspects of these places—Ilocation, socioeconomic
characteristics, industrial composition, and race and class—follow.
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Figure 1

- l}'-
Sl e

L |

-I
LR
.;.'.%av.-fe?‘ }
ZONGY =S .
o9 ~

High Poventy Rate Counties

Persistent Low Income Counlies

I Bou High Poveny and Persisient Low Income

[. Location. Persistent low-income nonmetropolitan counties are
mainly located in the South (all but 18), but within that region they are concen-
trated in four distinct subarcas—Appalachia, the Southern Coastal Plains and
Black Belt from North Carolina to eastern Mississippi, the Mississippi Delta, and
the Ozark-Ouachita platcau (Figure 1). The location of persistent low-income
counties bears a resemblance to the map of the 200 nonmetropolitan counties with
highest poverty rates, but there are distinct differences, as well. The Mississippi
Delta, Black Belt, Appalachia, and the Ozark-Ouachita platcau appear on both
maps, but the high poverty-rate counties are far less prominent in the Black Belt.
Persistent low-income counties are conspicuous in the Rio Grande Valley, but
high poverty-rate countics are largely absent in this area. (High poverty-rate
nonmetropolitan counties outside of the South are located throughout Hispanic-
dominated areas of the Southwest, and in Native American areas of the upper
Great Plains.) Overall, 105 nonmetropolitan counties in the South share both low-
income designations; 83 counties are persistent low income but not high poverty,
and 95 are high poverty but not persistent low income.

2. Socioeconomic Characteristics. A comparative profile of persistent
low-income counties, high poverty-rate counties, and other southcern
nonmetropolitan counties is presented in Table 1. These data permit us to
determinc whether gross differences in sociodemographic characteristics are
associated with markedly different levels of material well-being in these three
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Table 1

Comparative Profile of Persistent Low-Income, High-Poverty, and Other

Nonmetropolitan Counties, South 1984

item
High Other
Persistent Poverty Nonmetro-
Low Income* Rate* politan®
Number of counties 188 200 823
Size and location
Population per county 16,379 16,955 28.818
% rural (1980) 86.0 77.6 68.2
% adjacent to
metropolitan (1980) 309 300 49.0
Population characteristics
Per capita income $ 6,999 $ 7,465 $9,721
% black (1980) 24.5 323 15.6
% adults completed
high school (1980) 39.8 40.1 48.1
% families below
poverty (1980) 243 271 15.1
% persons below
poverty (1980) 292 329 18.9
Labor force
Employment/population ratio 33.1 36.0 430
Unemployment rate 129 119 8.6
Economic structure
Sources of income
% earnings 60.0 59.6 622
9 property income 16.4 17.9 20.2
% transfer payments 23.6 225 17.6
Total 100.0 100.0 100.0
Eamings by industry
% farming 10.7 14.5 9.1
% mining 4.6 5.0 6.3
9% construction 5.2 4.8 5.6
% manufacturing 238 19.3 24.5
% services 33.6 35.7 36.8
% government 220 20.7 177
Total 100.0 100.0 100.0

Note: Data are for 1984 unless otherwise noted.

Sources: U.S. Bureau of Economics Analysis, U.S. Bureau of Labor Suatistics
and U.S. Bureau of the Census as computed by Bellamy and Ghelfi (1988).
*Not mutually exclusive categories.

*Neither persistent low income nor high poverty.

26
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categories of counties. We compare county size and location, human capital
endowments, and economic structure, factors frequently cited as accounting for
arcadifferencesineconomic developmentand material well-being. The depressed
economic condition of persistent low-income and high poverty-rate counties is
clearly indicated by their per capita incomes which are only 72% and 77% as high
as other southern nonmetropolitan counties, and by their average poverty rates
which are 54 % and 74% higher than other nonmetropolitan counties in the South
(29.2% and 32.9% versus 18.9 %, respectively).?

The data in Table 1 suggest that small population size, a low level of
urbanization, and relative isolation from metropolitan centers are associated with
the low level of economic devclopment in persistent low-income and high
poverty-rate areas. These attributes probably constrain these counties’ abilities to
benefit from economies of scale, or from easy access to nearby metropolises,
thereby limiting the potential for cooperation and cost sharing, reducing oppor-
tunities for economic diversification, and negatively affecting the capacity (fiscal
and otherwise) of local governments and other institutions to provide infrastruc-
ture and public services that support cconomic development, human capital
development, and social welfare.

The data also indicate that persistent low-income and high poverty-rate
counties are at a substantial human capital disadvantage compared with other
nonmetropolitan areas in the South. For example, only 4 of 10 adults in persistent
low-income or high poverty-rate countics have completed high school, compared
with about half of adults in other nonmetropolitan counties (and two-thirds of
adults in southern metropolitan arcas). In addition, earlier data presented by
comparing persistent low-income counties to all nonmetropolitan counties showed
persistent low-income counties to have a higher rate of work-limiting disabilities,
ahigher proportion of female-headed familics, and a slightly higher proportion of
elderly. Labor utilization is also lower in persistent low-income and high poverty-
rate counties. The unemployment rate in 1984 was substantially higher in such
areas than in the rest of the nonmetropolitan South, and employment to population
ratios were about one-fifth lower. Accordingly, labor-force-age persons in
persistent low-income and high poverty-rate countics are marginalized from the
work force more often than is truc in other parts of the nonmetropolitan South.
This difference is reflected in the sources of income data which indicate that
persons living in persistent low-income and high poverty-rate counties derive a
substantially higher proportion of their incomes from cash transfcr payments
(24% and 23% versus 18%).

3. Industrial Composition. Curiously, given their lower labor-force
participation and higher unemployment rate, the proportion of income derived
from wages and salaries does not differ much between high poverty-rate, persis-
tent low-income, and other nonmetropolitan counties in the South. The share of
income derived from property, however, is somewhat lower in persistient low-
income and high poverty-rate counties than in other southern locales.
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The industrial composition of earnings in persistent low-income coun-
ties, at least as reflected by highly aggregated industrial categories, is also similar
to the rest of the nonmetropolitan South. We suspect that a more detailed
breakdown of these gross industrial categories would show that a higher proportion
of persistent low-income county manufacturing, forexample, is routine production,
and that a disproportionately large share of persistent low-income workers
performs routine tasks within these industries. However, at the gross level
included in Table 1, the representation of industries in persistent low-income
counties does not appear to differentiate them from the rest of the nonmetropolitan
South. In contrast, the industrial composition of high-poverty counties differs
markedly from other nonmetropolitan counties and from persistent low-income
counties, as well. High poverty-rate counties derive a higher percentage of their
earnings from farming and a lower percentage from manufacturing. Thus, they
are more consistent with a traditional conception of underdeveloped rural areas.

It should be noted that manufacturing in the rural South overall tends to
be concentrated in the low wage and low-skill peripheral industries, such as
textiles, apparel, furniture, timber, and leather products, so the persistent low-
income industrial composition is not necessarily beneficial. In fact, Falk and
Lyson (1988) have shown thatalmostone-half of manufacturing in the rural South
is peripheral, in the dual-economy sense, compared with about one-fifth of
manufacturing in the region’s urban areas.#

4. Race and Class. Low-income and racial minority populations are
often concentrated in the same counties. In the Southeast, for example, one-
quarter of the total population of all persistent low-income counties and 32% of
the total population of all high poverty-rate counties are black, compared with
only 16% of the population of other nonmetropolitan counties. It has been shown
that nonmetropolitan counties with high poverty rates can be subdivided into four
major areas based on racial and/or ethnic-cultural heritage. Within each of these
areas it is the economic condition of the key racial or ethnic groups that accounts
for the high poverty rates (Fuguitt, Brown, & Beale, 1989). Hispanics predominate
inthe Rio Grande Valley and adjoining southern Plainscounties, Native Americans
in the Four Corners region of the Southwest and northern Plains, white highlanders
in Appalachia and in the Ozark-Ouachita areas, and blacks in a broad sweep of
counties that extends from the Southern Coastal Plains through the Black Beltand
throughout the Mississippi Delta. The latter area represents the heart of the old
agricultural South, where the imprint of the plantation economy and the tenancy
system that followed it is still evident in the social structure. Southern agriculture
was not reorganized after the Civil War to make room for independent black
farmers. The tenancy system which developed enabled freed blacks and poor
whites to eke out a living by continuing to provide labor and menial services to
large land-owners who gained most of the profit. Jim Crow legislation further
solidified this stratification system and tied blacks more tightly to tenancy, since
landholding whites dominated the credit, legal, educational, political, and economic
systems throughout most of the South (Taeuber, 1988).

Despite much progress, the level of rural poverty in the South is still
extremely high, with substantially higher rates for blacks than whites in the same
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counties. Black poverty rates are especially high in counties where the size and/
or proportion of the black population is high. For example, Washington (1986)
showed that black median family income was less than half as high as white
median family income in 14 Mississippi Delta counties with over 40% black
population. Over 75% of black adults had not completed high school in these
counties compared with one-third of whites, and over a quarter of black dwelling
units lacked complete plumbing, compared with less than 2% of white units.? In
addition to these socioeconomic differences, Washington showed that, compared
with the rest of the nonmetropolitan South, high-percentage black counties had
extremely low levels of public infrastructure such as hospitals and medical
facilities. Although the Appalachian Regional Commission has made significant
investments in community infrastructure, similar disadvantages in educational
attainment and housing quality are also found in high-poverty white counties in
Appalachia.

Previous debates over people versus place prosperity have becen critiqued
for treating people and place as single dimensional factors of production: people
as labor and place as land. Place represents the much richer social context within
which people play out their lives. Separating people from place prosperity leads
to policy prescriptions which focus on labor mobility and place abandonment
(triage) (Agnew, 1984). Ultimately, in this paradigm, improving pcople’s
material well-being requircs out migration in response to the public and private
divestment that is necessary to promote national (and broad-regional) economic
growth and income security. In the persistent low-income and high-poverty
counties, it is clear that attention nceds to be given to the complex interactions
between people and place to better understand the dynamics of persistent poverty
over the decades.

Explaining Persistent Low-income Nonmetropolitan Areas:
Alternative Perspectives and Conceptual Challenges for
Development Policy

Persistent regional concentrations of poverty are often explained as an
outcome of low rates of economic growth and developmental change. Growth and
development, however, must be distinguished in such discussions. Economic
growth implies more output and greater efficiency in production, both of which
are considered critical for increasing employment and reducing the incidence of
poverty. As aggregate demand for goods and services increascs in a local
economy so does demand for resources of the poor (i.e., labor power), thus
increasing employment and income. Devclopment, in contrast, gocs beyond
economic growth to imply structural and institutional changes which promote a
more equitable distribution of new jobs and income gencrated by growth (Herrick
& Kindleberger, 1983). Thus, poverty reduction rests not only on economic
growth, but also on developmental changes that generate adequate incomes from
work; reduce institutional barriers to material well being (such as discrimination,
locational isolation, and price fixing); and provide adequale support to those who
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are unable to work (the clderly, disabled, and single women with small children)
who represent a disproportionate share of the rural and nonmetropolitan poor
(Bryant, Bawden, & Saupe, 1981).

The persistent low-income and high-poverty rate counties which are the
focus of this paper are characterized by low rates of economic growth and by a
relative lack of developmental change. Peripheral integration with national
markets; concentration in low-wage, low-productivity industries; and an under-
developed resource base (particularly in the areas of physical infrastructure and
human capital) characterize these arcas and contribute to their lack of growth and
development. The distinction between growth and development implies that
economic growth may be a necessary but not sufficient condition for poverty
reduction in depressed nonmetropolitan arcas.

Many U.S. rural development policies have been guided by the assump-
tion that strategics to incrcase cconomic growth will result in a decrcase in
poverty. Because the rural poor have relatively high levels of attachment to the
labor force, cconomic growth strategics, particularly thosc that promote higher
cmployment and wage levels, may have a positive impact on rural poverty
reduction. There is mixed evidence for this point. Martin (1979) cvaluated
Economic Development Administration programs and showed that they played a
role in stimulating growth in lagging arcas. Howland and Miller (1988) showed
that Urban Development Action Grants created and retained jobs in depressed
rural arcas. In contrast, if we look at coal producing areas of Central Appalachia,
we note that despite improvements in infrastructure (resulting from activities of
the Appalachian Regional Commission) and growth in aggregate income and
industrialization, these counties continue to have a skewed income distribution
and persistent poverty (Tickamyer & Tickamyer, 1986).

What factors explain this persistent low-income status cven during
periods of growth? Why doesn’t increased cconomic activity necessarily result
inafurther reduction in poverty? Distributional and equity considerations will be
key to our understanding of the fundamental difference between growth and
development. First, we will undertake a brief review of the key attributes of
growth and development theories that aticmpt to explain uneven development.
Insights provided by neoclassical theory as well as political-cconomy perspectives
will be considered. The following discussion, like U.S. development policy, is
grounded in neoclassical economic thought. However, we will attempt o identify
conceptual challenges offered by more critical political-economic analysis which
may contribute to a more effective understanding of, and response to, problems
of persistent nonmetropolitan poverty and underdevelopment in the context of our
advanced industrial society.

Four theoretical perspectives are outlined below in an attempt to high-
light key differences in assumptions which affect development policy prescrip-
tions. Each perspective places differing levels of importance on the role of the
marketplace and government policy in development. Much of the theoretical
work mentioned does not fall neatly within one perspective. However, in order
to draw out some of the challenges stemming from root differences, we have
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chosen to highlight individual contributions within one of four broad traditions:
neoclassical, structuralist, dependency, and critical/Marxist.10

1. Neoclassical perspective. Ncoclassical development theory focuses
on the role of market and price mechanisms in determining the direction and
nature of economic devclopment. Differences in individual preferences arc sorted
out in the marketplace through substitution and exchange relationships which
promote utility maximization. Implicit assumptions of harmonization of interests
through the market mechanism, and of an economy which tends toward equilib-
rium, discourage direct attention to social and political factors. Benefits from
economic growth are expected to “trickle down” within the system. Thus the role
of public policy is to promote private competition and economic growth. Equity
concerns are not addressed dircctly.

2. Structuralist perspective. Differentiation among economic sectors
(productive sectors, composition of the labor force and investment) is considered
critical to explain persisting disequilibria as manifested by excess supplies in
some markets and excess demand in others. These disequilibria may prevent the
erosion of interregional and interpersonal differentials and instcad promote
further concentration of income among the wealthy, and stagnation among the
poor. Structuralists emphasize the role of structural and developmental change to
promote harmonization of interests and erosion of these interregional differences.
Structuralists rely on market forces to promote structural change. Distribution
and equity concerns are key concemns {or development policy.

3. Dependency perspective. Differentiation between the “developed”
core and the “underdeveloped” periphery is explained in part by disarticulation of
economic interests of the core from those in the periphery. Returns to labor in the
periphery are insufficient to support development so that lagging regions are
perpetually marginalized. External exploitation by the core blocks internal
development in the periphery and prevents articulation of divergent class interests
into common socicial goals. Governments in the periphery have limited ability
to promote structural change due to the powerful hegemonic interests of the core.

4. Critical or Marxist perspective. Critical theorists stress the impor-
tance of the role of history, and social and political relations, in economic
devclopment. They are impatient with the static equilibrium of neoclassical
theory, and stress the importance of a continuing process of conflict between
opposing forces to reach synthesis and promote change. The role of both external
and internal forces in capital penctration and cxploitation is emphasized. The
particularistic, empirical nature of this analysis, rooted in the “scientific” historical
context, frustrates attempts to suggest universal conclusions. Public policy, itself
aproduct of socio/political/economic relations, is unlikely to address fundamental
change needed for equitable development, even if explicit attention is given to
equity and distributional concerns. Heightening contradictions ultimately may
result in class-based revolution and radical social change.

Much development thinking in the U.S. has been guided by a neoclassi-
cal perspective: promote growth, and broader development goals will also be met.
Differcntial growth and uneven development, however, have characterized the
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history and evolution of U.S. economic development. We believe that attention
to regional or sectoral differcnces, and to the role of politics and social relations
as advocated by the dependency and critical approaches, offers an important
opportunity to further our understanding of the dynamics of persistent poverty and
underdevelopment in nonmetropolitan America.

Most neoclassically based thcory and development policies have tended
to cmphasizc the overriding cxplanatory power of market variables in stimulating
regional economic growth. In revicwing theories of regional economic growth,
Edwards (1981) identificd five bascs of growth which form the focus of many
market-oricnted models of uneven development. Typically, uncvendevelopment
is characterized by some form of market failurc caused by endogenous cconomic
factors, or by exogcnous noneconomic factors that intcrfere with market opera-
tion. Edwards recommended a more comprehensive neoclassical policy frame-
work that incorporates five bases of economic growth in an integrated fashion.
Contributions to each of these bases are indicated below:

1. Increasing resource availability. Recgional variations in growth are
explained by variations in the availability and quality of land, labor, and capital.
Policies focus attention on capital accumulation and on the role of public
investment to stimulate rcgional growth.

2. Advancing technology. Tcchnological change is a key to growth.
Endogenous economic forces induce technical and institutional change. How-
cver, lechnical change may have ncgative impacts on labor (displacement) and
quality of life (c.g., routinization of work, environmental externalitics).

3. Expanding markets. Exchange is a basis for growth. Increasing
demand throughexports, government, and business investment, stimulates growth
due to comparative advantage and multiplier impacts. However, free trade among
regions may contribute to differcntial growth and underdcvelopment in some
arcas.

4. Conquering space. Location and distance may be important barriers
to economic growth. Some theorics suggest complementarity between urban and
rural hinterlands facilitates rural area economic growth; others suggestrural areas
decline duc to technical and market conditions which favor urban areas. Invest-
ments in communication and transportation infrastructurc arc generally assumed
to have a positive impact.

S. Building institutions. Institutions can facilitate the other bases of
growth (through worker training, zoning, financial rcgulations), or serve vital
economic functions independcnt of the other bases of growth (c.g., building local
leadership). Purposive institution building may modi{y unsatisfactory results of
the compelitive status quo such as divergentregional growth, uncertainty, market
failure (especially in the case of public goods), and distributional inequitics.

Much U.S. development policy has addressed these differential bases for
growth, in part to counteract the uncven development characteristics of some
regions. The Appalachian Regional Commission and Tennessce Valley Author-
ity arc prime examples of such broad-based dcvelopment cfforts.
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While distributional concerns are at the base of political discussions of
policy, differences in perspective are not often articulated clearly in discussion of
policy choice and measurement of policy effectiveness. Jansma, Gamble,
Madden, and Warland (1981) did this in their review of current rural development
theorics. They suggested a conceptual framework which included socioeconomic
aspects (microefficiency concepts), the role of organizational and institutional
forces (macroefficiency concepts), and the role of spatial arrangements. They
questioned the acceptability of the commonly used Pareto efficiency framework
as a measure of microefficiency in devclopment because the equilibrium, con-
sumer sovercignty, and resource mobility assumptions are often not met, and
because Pareto efficiency accepts a given income distribution. In the
macroeconomic context they stressed the need to address the role of political
mechanisms in allocating goods among competing intcrests. Their analysis
showed the impact of alternative distributional perspectives on choice of concep-
tual frameworks and policy responses to promote regional development.ht

These alternate perspectivesalso affect policy responses within a spatial
framework. Forexample, efficiency advocates recommend regional investments
be made to areas of highest marginal return, while equity advocates stress the need
for public investment to overcome chronic underinvestment in depressed regions.
Drabenstatt, Henry, and Gibson (1987) reflect the efficiency perspective in their
discussion of “transitional” versus “cconomic development” policies for depressed
rural areas. Similar notions of “triage” are found in regional development policies
such as growth centers or public disinvestment depending on aregion’s economic
prospects. Measurement of regional policy benefits thus depends critically on
whether one evaluates the policy from an equity or efficiency viewpoint.

When development is viewed primarily as a market-perfecting process,
then development failure is explained either by market failure or by exogenous
noneconomic factors that interfere with market operation (Herrick & Kindleberger,
1983). Sucha dichotomy between economic and noncconomic factors is rejected
by both Jansma et al. (1981) and Edwards (1981), who emphasize the shortcom-
ings of theories which focus on one base of growth or one distributional
perspective, They emphasize the process of two-way causation between social,
political, and cultural factors and the process of economic development, and call
for a comprchensive approach which would address development as a function of
markets, capital, technology, location, and social and political institutions. In-
deed, much theoretical work now focuses on the importance of noneconomic
factors in development analysis (e.g., Tweeten & Brinkman, 1976; Hayami &
Ruttan, 1985).

Recognition of two-way causation between social and economic forces
isnot a new idea. Marx criticized early classical theorists for failing to emphasize
the fundamentally social nature of economic relations. He suggested that social
relations were not exogenous to the economic system butrather determined by and
determining of economic structure (Howard & King, 1975). Recognition of the
mutual causation between social and economic change is necessary to explain
why some areas (and population groups) are chronically poor. Unfortunately,

11
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robust models and policies that give comprehensive attention to the relationships
between social and economic forces have not been well articulated either in the
neoclassical or Marxist traditions.

Early growth-stage theorists, of which Marx was one, sought to cxplain
the process of development (from agrarian to industrial economy) as one of
structural transformation. A number of dual-economy models were formulated to
explain how traditional lagging scctors or regions are incorporated into the
modern economy. These theories were critiqued as providing descriptive models
of western economic development, but failing to provide sufficient insight into the
nature and causes of such transformations. The more radical dependency
perspective which grew from this debate suggests that incorporation does not lead
to a disappearance of dualism but rather perpctuates marginalization of lagging
regions. Developmentof lagging regions is “blocked” by extraction of economic
surplus by arcas with morc developed capitalist concentrations (de Janvry quoted
in Hayami & Ruttan, 1985; Blomstrom & Hetine, 1984).

Dependency perspectives are most fully developed in Latin America, but
they occasionally have been used to look at uncven development in the U.S. For
example, despite cxploitation of vast mincral reserves in Appalachia, little
economicdevelopmentbencfithas accruedtotheregion. Adependency perspective
would emphasizc the relationship between external forces (concentrated abscniec
ownership and external investment in mineral ex traction) and local clites to securc
low taxation ratcs and other public subsidics to the coal industry. These
relationships maximize mincral exploitation without promoting broader cconomic
development (Lewis & Gaventa quoted in Billings, 1988). A structuralist
perspective might view such investments in infrastructure and reduction in taxes
as appropriale incentives 10 overcomc regional disparities and promote growth
and development. It is intercsting to note that the western states were more
receptive to the usc of severance taxcs to ecnhance the cconomic development
impact of mineral extraction. However, as the mining sector has declined,
political pressure to abolish severance taxes has surfaced in these states as well.

Although dependency theorists attempt to understand the role of capital
accumulation in conditioning the formation of domestic production systems, class
structure, and sociocultural institutions, they have been criticized by more radical
theorists for relying too heavily on cxternal forces in explaining uneven devel-
opment. The critics, adhering morc closely to the classical Marxist tradition,
emphasize thec importantrole of internal class relations, local government, and the
structure and dynamics of local industry as factors explaining differential de-
velopment among regions.

This return to the fundamental propositions of classical Marxism has
been evidenced in the debate over internationalization of capital. With the
appearance of decvclopment in the newly industrialized countries, more attention
is being given to the rclations between cxternal investment, local clites, and the
statc in defining the nature of cconomic development (Marcussen & Torp, 1982).
With few exceptions, however, little attention has been given to this perspective
inU.S. development debates. (A Howes and Markusen [1981] study of underde-
velopment in Appalachia is one exception.)
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Discussion and Policy Relevance

The above debate has provided some insight from alternative perspec-
tives on the importance of distributional and equity criteria in explaining un-
derdevelopment in nonmetropolitan America. The neoclassical attention (o
markets, location, resource availability, technology, and institutions is critical in
explaining regional underdevelopment. However, the need to incorporate historical,
social, and political concerns as suggested by the dependency and critical schools
is also important. Less attention has been given to these latter perspectives in
discussions of uneven regional developmentin the United States. As a result, the
base of empirical research and policy experience to support the conceptual
challenges which we outlinc below is weak.

Attention to equity and distributional effects requires that more direct
attention be given 1o (a) the role of the historical development of social production
and cxchange relationships on the characteristics of a region’s economic struc-
- ture; (b) the articulation of political and cconomic intercsts in promoling or
constraining equitable development; (¢) the importance of class, gender, and race
on development policy choice and its impacts; and (d) the limits of institutional
reform within a given social/economic context. In elaborating upon these
conceptual challenges we draw evidence primarily from Appalachia and the deep
South. While similar arguments could be made for othcer arcas of persistent rural
poverty, our purpose is merely to illustrate the importance of these considerations
for future research and policy development.

1. Role of history in economic structure. The current industrial struc-
ture—based on ¢oal and manufacturing in Appalachia; and plantation agriculture,
manufacturing, and services in the Black Belt and Delta, for example—no longer
requires a large pool of unskilled labor to kcep production costs low. In these
regions, technological change has enabled capital to be substituted for labor in
order to increase productivity (Billings, 1988). However, labor displacement has
not been followed by aggressive investment in human resources and the pursuit
of alternative economic strategies to promote full employment. Despite the
emphasis given to retraining and job development programs for displaced workers
by the Commission on the Future of the South, such programs do not appear to
have gencrated the level of governmental response one might expect given the
level of displacement caused by recent restructuring of the southern economy in
response to the internationalization of production (Gaventa, 1988). One expla-
nation of this failure to mobilize community resources may lie in the failure to
articulate the economic interests of a broader spectrum of socicty in development
discussions. This may also explain the difficulty in winning broader support for
poverty alleviation programs. V. O. Key, in his study Southern Politics in State
and Nation, stressed the importance of suffrage restrictions on blacks and low-
income whites. The restrictions prevented a working class party from emerging
in political debate (Key quoted in Bensel, 1984, p. 253).

2. Political and economic interests. Are equity goals in development,
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which include an emphasis on social production for human needs, undermined by
the forces for private concentration of economic power? A critical perspective
would suggest that they are. Lack of broad-based democratic participation
throughout the history of the Delta and Appalachia has narrowed the development
options and resulted in regional economics whosc organization and development
is based more on privatc capital accumulation than on broader social and
economic development. Indeed, the low-wage job creation strategies, anti-union
climate (in the Delta and Black Belt), and inadequate transfer payment levels for
the poor suggest that human development necds have been subordinated to capital
accumulation in development of the Delta, Black Belt, and Appalachia. The
present economic structure of the Delta and Black Belt is a direct result of a de
facto industrial policy to utilize a large pool of low-skill, low-wage labor to keep
costs low (Lyson, 1989).

The South has long served as the industrial periphery where cheap labor
served as a regional advantage in attracting routine production. However, this
“advantage” turned to a disadvantage in the 1980s as peripheral industries moved
off-shore and these arcas lacked the basic skills required to compete in the
advanced industrial economy. With the internationalization of the U.S. economy
and the development of new communications and information technologies, the
old corc/periphery debate has lost much of its meaning.

The sectional stress between the industrial North and the underdevel-
oped South, which has been a dominant influence on American politics (Bensel,
1984),isbeing supplanted by the more localized and fragmented spatial dimension
of the new economic restructuring, determined more by charactcristics of indi-
vidual industries and localitics, and public and private investments in them, than
historical regional dcvelopment patterns (Agnew, 1988). High-poverty and
persistent low-income communities can expect to remain marginalized in this
context, with the added disadvantage of loss of commonality of interests with
regional political and economic power centers which scrved to protect some
common regional intercsts in the past.

3. Class, race, gender. Wherc the social unit is narrowed by race, class,
gender, or cthnicity, ability to achieve cquity goals in devclopment may be
constrained (Herrick & Kindleberger, 1983). In the Delia and Black Belt, for
example, while one should not dwell on the role of racism in the economic
structure, discrimination and prcjudice have resulted in a racial division of labor
which is reinforced by shifts in the advanced industrial economy that adverscly
impactthe low-wage scctor of the cconomy (Wilson, 1987). Forcxample, Lichter
(1989) has shown that blacks continue to expericnce twice the level of underem-
ployment as whites in the nonmetropolitan South, and Falk and Lyson (1988)
showed that the occupational composition of southern rural black employment
was unchanged by the industrialization of the 1970s. A similar argument could
be made with respect to class differences among whites in Appalachia. Thus, it
is important to analyze the differcntial impact of economic policies on groups
concentrated in low-skill, low-wage economic sectors, and the implications for
persistent poverty.
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4. Institutional reform. The institutional infrastructure which has grown
out of conditions of unequal class and race relations reflects the efforts (conscious
or unconscious) of the dominant class to retain economic and political control. As
James (1988) has demonstrated, racial differences in enfranchisement in the
South were closely articulated with local class structures typical of labor-
intensive cotton agriculture. The interactions between these social relations and
the economic structure have resulted over time in development policies which
discourage broader ownership of the economic base, limit investment in ncw
technologies which may increase distributional equity, and undervalue the human
resource base. Recent efforts to address these problems through progressive
development policy proscriptions, as articulated by the Commission on the Future
of the South, may have limited impact on alleviation of persistent poverty unless
the social and economic interactions which form the basis of the current institu-
tional framework are altered to reflect broader social goals.)2 The ability of
southern states to follow through on the commission’s recommendations could be
further limited by the trend toward shifting responsibilities for antipoverty
programs from the federal government to the states. Since the financial ability to
pay for such programs varies among slates, being especially weak in much of the
South, high-poverty and persistent low-income countics will require special
assistance if the “new federalism” is to avoid a deepening of poverty (Deavers,
Hoppe, & Ross, 1986).

Conclusion

The above discussion suggests that development policies focused on
promoting economic growth cannot be expected to have a major impact on
poverty reduction in persistent low-income and high-poverty counties. Even
policies which explicitly address equity and distributional goals may have limited
poverty reduction effects if broader historical, social, and political factors are not
taken into account. Forexample, most poverty alleviation programs have focused
on job training and business and infrastructure development in an cffort to create
more employment opportunitics for the rural poor. These approaches assume that
the poor will benefit through “trickle down” effects in the labor market. Although
few systematic evaluations have been undertaken of the impact of these programs
on poverty alleviation, most have recognized that even among these programs
where distributional goals were key, tension between competing goals of eco-
nomic viability and developmental equity has limited the poverty alleviation
impacts in both urban and rural arcas.

The above discussion suggests that investments in human capital, social
institutions, and political democracy may have greater impacts on poverty
reduction than direct investments in cconomic development. When investments
are made in economic development programs, the poverty alleviation impacts
should be measured by (a) gains in stability and level of income for large numbers
of people; (b) improved control over government policies and market forces
which shape the economic conditions of the poor; and (c) empowerment of
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individuals, households, and communities (McKee, 1989). Clcarly, the concep-
tual challenge of incorporating social and political considerations both in eco-
nomic development and in broader human development policies and programs is
critical if the continuing pattern of economic underdevelopment and poverty is 10
be redressed in persistent low-income and high-poverty nonmetropolitan areas.*

*We want to thank Bob Hoppe, Donald Bellamy, and Peggy Ross of the U.S.
Department of Agriculture, Economic Research Service, for their helpful suggestions and
for the use of data in the preparation of this paper. Bruce Weber, Tom Lyson, Ken
Deavers, Caren Grown, and three anonymous reviewers also made helpful comments.
This research was supported by the Cornell University College of Agriculture and Life
Sciences.

Notes

IFor an excellent review of cultural and structural explanations of rural poverty see
Duncan and Tickamyer, 1988.

2The official poverty rate includes cash transfers as money income, but does not count
the cash value of in-kind transfers.

3The percentage of persons who were poor after the receipt of cash and in-kind transfers
declined by 55%, from 13.4% in 1965 10 6.1% in 1979. A recent Census Bureau study found that
benefit programs lifted 15.1 million persons out of poverty in 1986. Social Security and Medicare,
which are not based on financial need, were found to lower poverty more than other government
programs (U.S. Burcau of the Census, 1988).

4While there are no official estimates of cost-of-living differences between metropolitan
and nonmetropolitan areas, most economists believe that it does not take as much money to live in
rural areas and small towns. However, even applying the very liberal measures developed by Hoch,
Hewitt, and Virgin (1984), only one-half the mctropolitan-nonmetropolitan income differential is
offset by cost-of-living differences. In addition, Ghelfi (1988) showed that the cost-of-living
differences between urban and rura] areas in Wisconsin are due to the higher proportion of rural
households that hold older, less costly home mortgages. Lower home ownership among the poor
reduces the relevance of cost-of-living differences in comparing the material position in urban and
rural areas.

SWest Virginia (22.8), South Carolina (17.6), Kentucky (18.5), Tennessec (17.8),
Alabama (21.5), Mississippi (25.6), Arkansas (22.4), Louisiana (20.8), New Mexico (20.7).

ounties might also have been grouped by percentage in poverty in an earlier year, and
the highest quintile followed over time. However, since the statistical definition of poverty is
revised from time to time, some counties could exit the high-poverty group because of definitional
change, not because of an improvement in their income distribution.

TSimilar differences are observed when comparing percent of households in poverty
(24.3% and 27.1%) with other nonmetropolitan counties (15.1%).

8For a discussion of the dual economy paradigm see Horan, Beck, and Tolben (1980).

9Washington (1986) documented similar racial disparities in a 16-county area of the
Alabama Black Belt.

10Discussion is based in parton Herrick and Kindleberger (1983), and Howard and King
(1975).

1 1'These distributional perspectives are self-interest, equity, and efficiency. Self-interest
advocates stress the need to increase aggregate income to increase demand for their products. This
traditional economic base approach is the motivation for many industrial development programs.
Equity advocates stress the need to increase per capita income through increased productivity.
Viewed from this vantage point, development policy should increase the standard of living of a
broad spectrum of a region's population. This goal is achieved through public investments 1o reduce
unfavorable comparative advantage. Efficiency advocates stress market imperfections which resuli
in differences in regional factor prices. Public policy should reduce barriers and promote efficient
regional capital and labor markets (Leven in Jansma et al., 1981).
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12These policy prescriptions focus on the role of education and technology in increasing
the global competitiveness of the work force. While these goals primarily serve the interests of
current economic leaders, attention also is given to broader societal goals such as strengthening at-
risk families, developing new leaders, and improving the performance of local governments
(Southern Growth Policies Board, 1986).
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