
I IIK m i ALLS <>l ECONOMIC 
DEVELOPMENT IN THE UNITED 
STATES 

John (■ Sanzone 

Director, 
Economic 
Cali tor ilia 

University Centre For 
Development & Planning, 
State University, Chico 

INTRODUCTION 

missed to set a new course and direction. 

In light of the above the purpose of this paper is 
two fold. First to provide a brief review of the 
forces of change in the New Economy that rural 
development organisations need to understand 
and adapt their strategies accordingly. Second, 
to summarise a number of economic 
development "pitfalls," that many rural 
American development organisations have 
fallen victim to and blocked successful 
economic development efforts. 

Rural America has experienced economic 
dec I i ne since the Mid-1980s. High 
unemployment, weak agricultural, 
manufacturing and extractive sectors have 
stimulated regional and local economic 
development strategies. New rural development 
organisations were established or revived from 
dormancy. During this same time frame the 
Federal Government retreated from addressing 
rural economic development problems and 
consequently many states followed suit. 

In the rush to establish development priorities, 
goals and programs many rural organisations 
have assumed that the strategies of the past 
could be successfully implemented in the 
1990s. For example, attracting branch plants, 
marketing cheap labour or promoting tourism. 

Many rural development 
organisations in the states have, 
too often, established and 
implemented programs without 
stepping back and allocating 
enough time to envision a 
different economic future than 
the past. 

However, in the 1990s a new economic order 
requires qualitatively and quantify different 
goals, and strategies. In the rush to emulate past 
successes many rural development 
organisations have fallen into the "pitfalls' of 
economic development. Many rural 
development organisations in the states have, 
too often, established and implemented 
programs without stepping back and allocating 
enough time to envision a different economic 
future than the past. Again, too often, strategies 
revolve around a particular state or federal 
program, intuition or a particular political 
interest group. Consequently, opportunities are 

OVERVIEW 

It is commonplace to talk of the changing world 
economy and the challenges a new economic 
order will pose for the nation and California. 
However, as business philosopher Peter 
Drucker correctly observes, the world economy 
is not changing - it has already changed. 
Moreover, the fundamental restructuring of the 
global economy has produced changes that, 
more than likely, are irreversible! New 
technologies, communications systems, 
materials research and information management 
have shifted employment from basic 
manufacturing and extractive industries towards 
service and advanced technology industries. 

... the world economy is not 
changing - it has already 
changed. Moreover, the 
fundamental restructuring of the 
global economy has produced 
changes that, more than likely, 
are irreversible! 

The impacts of these changes on employment 
and investments in the American economy 
especially in the rural regions -- are too 
powerful to ignore. It is in the so called 
"knowledge sector" that new jobs, investments 
and wealth are being created. The knowledge 
sector is characterised by an educated work 
force that applies ideas and skills, opposed to 
brawn, in the knowledge creation, information 
dissemination, production and service delivery 
process. By one account, close to fifty percent 
of the developed world’s labour force wjll be in 
this sector. New capabilities in 
telecommunications and information processing 
have eclipsed the importance of natural 
resources, mass production and a large semi¬ 
skilled labour force. Moreover, technologv 
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transfer has become a knowledge intensive 
industry that reaches down and recasts even the 
most routine unskilled job. Computer software, 
for example, has revolutionised retail trade, 
finance, and even how our order is taken at the 
local McDonalds. 

Today, it takes less raw materials to 
manufacture new technologies; and more 
investments in brain power to transfer and 
apply ideas than any other recorded time in 
history. The knowledge sector will not replace 
traditional occupations. Rather, it is completely 
transforming the very nature of work, with 
information and technology transfer providing 
the tools to do more with less people, resources 
and time. As the number of people employed in 
the agricultural and basic manufacturing sectors 
continues to shrink, becoming an ever-smaller 
percentage of the total labour force, the skilled 
occupations in the knowledge sector are 
expanding. Moreover, the knowledge economy 
accounts for more than half of the American and 
over two-thirds of the California work force. 
Consequently information transfer, application 
and distribution have become resources more 
valuable than land or capital assets. In the new 
economy, ideas have become products and 
intellectual property the new real estate. 

The knowledge sector will not 
replace traditional occupations. 
Rather, it is completely trans¬ 
forming the very nature of work. 

IMPACTS ON RURAL ECONOMIC 
DEVELOPMENT 

The implications for the rural development 
organisations are quite clear: it will be industries 
that employ knowledge workers who add 
technical, intellectual or market value to 
products which will continue to grow and 
prosper. Industries as well as regions that do 
not recognise and adapt to these new realities 
will continue to decline. 

Caveat 

It is not that high technology research will 
employ the largest percent of new workers in 
the next decade. In fact studies and projections 
do not support the myth that everyone will be 
employed in a "high tech" industry. To the 
contrary, high technology industries are 
projected to have small employment growth. 

Rather, it is the impact of research and 
development, as new ideas and products are 
transferred through the regional economy, that 
creates higher skilled jobs and spin-off 
demands for support services. It is the 
advanced technology sector that is positioned 
for rapid job generation expansion and 
economic growth. 

The new economy depends on research and 
development, when applied and custom 
tailored, that can spin-off global and regional 
opportunities by transferring knowledge and 
value added products or services to existing and 
potential industries. When ideas and 
technologies are successfully transferred, they 
generate the capacity to create new resources 
and employment. In short, the process quickens 
the pace of economic revitalisation and opens 
windows of economic opportunity. 

many rural development 
organisations in the United States 
have not worked to reposition 
their regional economy. 

IMPACTS ON RURAL REGIONS IN 
THE UNITED STATES 

It is obvious that this new economic order is 
shaping the challenges of development in Rural 
Regions. Traditionally served by an economy 
based on timber, agriculture, basic 
manufacturing and the extractive sectors, rural 
communities are either stagnating or in decline. 
A candid assessment would point out that rural 
America has lost, or is rapidly losing, its 
competitive edge: cheap labour and natural 
resources. Today's economy hires "smart 
workers", uses little natural resources, adds 
value to ideas and products, and requires a new 
soft technological infrastructure, eg. fibre 
optics, teleports, and investments in education. 
Consequently, rural economies that are based 
on natural resources and products are no longer 
highly valued in the new economy. 

This economic malaise is due to the fact that 
many rural development organisations in the 
United States have not worked to reposition 
their regional economy. Rather than depend on 
a resurgence of timber, agriculture and basic 
manufacturing sectors, for example, rural 
development organisations should incubate 
competitive strategies to woo knowledge based 
investments into the region, and transfer new 
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technologies to existing industries. A regional 
strategy to import technological and scientific 
know how is quite different from a strategy to 
recruit branch smokestack manufacturing 
plants. The empirical evidence is clear: no 
matter how successful rural development 
organisations are in attracting semi-skilled 
industries, the regional economy will not have 
the staying power to create wealth in the next 
century. Regional competitiveness requires 
rethinking current economic development 
strategies; or loosing control by default. 

Accepting the assumption that the future of rural 
regions in the United States is no longer 
dependent on natural resources, it will be 
necessary to develop strategies that attract new 
economy financial investments, as well as, 
incubate and transfer advanced technologies to 
existing local firms, services and industries. 
This will require a new architecture for 
economic development planning that builds on 
and recasts the region's competitive edge. 

ATTRACTING NEW ECONOMY 
INDUSTRIES AND KNOWLEDGE 
WORKERS 

In the new economic order regional 
development takes on a new importance. 
Fragmented and isolated community efforts to 
generate wealth usually fail. In order to forge a 
successful regional effort political consensus 
and intergovernmental cooperation have proven 
to be required first steps goals. If a region, 
however defined, is at odds with itself, all the 
well intentioned marketing efforts usually fail. 
In the new economy investments thus jobs — 
are made in a stable governmental and 
regulatory environment. Clearly outlining and 
sticking with the "rules of the game" is far more 
important than glossy flyers and "PR 
campaigns." In short, it is far more important to 
"add value" than focus on marketing. 

ADDING VALUE 

Too often "value added" strategies are in the 
abstract. In reality, value added is no more than 
the practical .application of a new process or 
advanced technology to a good or service 
produced in a region. This application spins off 
new jobs by requiring more human resource 
investments in product creation. In order to 
successfully compete in the value added 
economy, rural regions must nurture higher 
education, and incubate new organisational 
arrangements to facilitate the transfer of "state 
of the art research and development. The goal 

of regional economic development, in the new 
economy, is to "jump start" new and existing 
industries and services. Additionally, the spatial 
isolation of American rural regions, from the 
more affluent parts of metropolitan centres, 
calls for imaginative telecommunications 
strategies to reduce the costs of space. It is 
brokering and applying advanced technologies 
and reducing the cost of spatial isolation 
through telecommunications that may, in time, 
be the answer to American regional economic 
revitalisation. 

Parenthetically, it is important to note that 
advanced technology industries and services 
travel down the same electronic highway. 
Consequently, the expensive and time 
consuming improvements to "hard" 
.infrastructure, such as better freeway access, 
while important, takes on a lower priority. If 
the costs of space and isolation are impediments 
to economic growth, than the transfer of new 
technologies in the region and "hooking up" to 
electronic infrastructure must become top 
priorities. 

Fragmented and isolated 
conimun-ity efforts to generate 
wealth usually fail. 

Keeping the above macro economic issues in 
mind, rural development strategies that do not 
try to adapt to new economy forces usually fail. 
In what follows, in a laundry list fashion, are a 
number of common pitfalls American rural 
development organisations that have side 
tracked successful regional development 
strategies. 

AVOIDING THE PITFALLS OF 
LOCAL ECONOMIC DEVELOPMENT 

Every rural region in the states are composed of 
different local interests, resources and 
challenges. However, the landscape of local 
economic development in the United States 
does have a few common lessons that may 
assist a local organisations in planning for 
successful economic development. These are 
lessons that focus on the "pitfalls" to be avoided 
in the planning and management of regional 
economic development. 

Pitfall 1: Not Taking Enough Time to 
"Envision" Limits to Regional 
Opportunities. 
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Planning for economic development requires an 
extended period of time "pre-planning", and 
regional economic development planning 
requires careful thought and analysis before in 
action plan can be developed. Moreover, 
successful regional economic development 
planning requires the articulation of a "Strategic 
Vision" that paints, with a wide brush, a picture 
of where a region and its communities will be at 
some defined point in time. A "Strategic 
Vision" provides long term direction and drives 
local economic development efforts. In short, it 
expands the imagination of policy makers, 
stakeholders and citizens and opens up 
"windows of opportunity ". 

Pitfall 2: Expecting Immediate Results 
Will Produce Unrealistic Plans that are 
Designed for Unrealistic Expectations 

All successful regional economic development 
efforts require a long-term commitment to the 
future. Unfortunately many rural plans are 
designed for immediate economic revitalisation 
and usually have at their core unrealistic 
expectations. More damaging, are cases where 
short term objectives are at odds with long term 
regional goals. For example, when a 
development organisation facilities employment 
in a lagging industry that is at odds with long 
range regional economic diversification 
strategy. Resources are expended on short term 
job creation at the expense of nurturing new 
growth sectors. 

Pitfall 3: Local Economic Development 
Capacity Building "On The Cheap” 
Does Not Work. 

In the new economy regional stakeholders must 
be committed to investing in improving their 
ability to carry out complex development plans. 
This requires, at a minimum, investments in 
expertise, education and long term 
commitments to funding regional economic 
development organisations. Inadequate 
resources will not support long term regional 
economic change. However, American rural 
development is dotted with organisation 
insufficiently funded and lacking expertise. 
Development officers are underpaid and 
overworked. Local funding is usually on a year 
to year basis and comes without the guarantee 
of continued support. 

Pitfall 4: Not Realistically Inventorying 
your Regional Assets and Liabilities 
Misdirects Good Intentions. 

For example, many rural development 
organisations have implemented recruitment and 
marketing strategies that have targeted the 
wrong sectors for their region; rather than 
inventorying their competitive edge and 
targeting their liabilities for improvement. 
Consequently, in many cases, goals and 
objectives have become objects of contention 
due to the lack of progress. The result is that 
economic development, is politicised which in 
turn paralyses development efforts and 
progress. 

Pitfall 5: Targeting Jobs and not 
Human Resources Misses the Point 

Most American rural communities and regional 
development organisations have focused on job 
creation programs and strategies. However, it is 
the nurturing of human resources that will 
ultimately lead to the creation of new jobs — 
especially better paying new economy jobs. 

... successful regional economic 
development planning requires 
the articulation of a ’’Strategic 
Vision” ... 

An unskilled or inappropriately skilled labour 
force will not bring new economy jobs to a 
community — no matter how many job creation 
programs are in place. Rather, "good jobs" are 
attracted to regions and communities that have 
the right skill levels. It is knowledge workers, a 
skilled workforce and retraining programs that 
retrain and attract new economy and 
investments. 

Pitfall 6: Following Economic 
Development "Folklore” Will Lead to 
Regional Disappointment. 

Too often regional and community development 
organisations design strategies based on 
economic development folklore — rather than 
new economic realities. The results of such 
efforts only produce disappointment and doom 
programs to failure. The following are 
examples of folklore that are challenged by the 
new economic realities. 

/ Folklore 
It is commonly assumed that local 
governments can greatly influence private 
sector location decisions. 
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Reality 
However, local governments in the states are 
not usually contacted until a decision to 
select a site in a region or community is 
made. 

2 Folklore 
It is widely assumed that tax and financial 
incentives attract business. 
Reality 
But studies have noted that the availability of 
land, a skilled labour force, infrastructure, 
quality of life and public services are more 
important. 

3 Folklore 
A well known folklore supports the notion 
that large firms create the most new 
employment opportunities. 
Reality 
In the new' economy most new jobs are 
generated by small businesses. 

4 Folklore 
Most communities assume that financial 
incentives are effective in attracting any 
business. 
Reality 
Again, studies point out that large firms do 
not rate' financial incentives very important. 
It is the small business that requires financial 
assistance. 

5 Folklore 
Generally it is believed that a probusiness 
climate is one based on regulatory relief, 
generous subsidies and low taxes. 
Reality 
But, a stable regulatory environment, a 
sufficient tax base and professional 
government are rated more important by the 
private sector in the states. 

American rural communities and regions are far 
more successful if they evaluate economic 
development strategies against the facts. The 
empirical evidence supports the following: 
• Retaining and cultivating small local 

businesses are the two keys to economic 
health. 

• Outbidding the competition is not an 
effective economic development strategy. 

• Investing in the existing work force is 
critical. 

• Quality of life factors are more important 
than marketing incentives or recruiting. 

• Developing the capacity to attract and nurture 
advanced technology jobs and investments 
will "pay off" in the long run. 

A number of American local governments have 
adopted development strategies without 
assessing the overall development capacity. 
This pitfall requires a serious examination of the 
capacity to undertake and manage economic 
development programs. 

Development strategies and projects should be 
designed to fit not only the area or region's 
resources but also its competitive edge. Indeed, 
the success of a local development strategy will 
rest on a long-term commitment by a sustained 
coalition of local public officials, the private 
sector, and citizen groups. 

SUMMARY 

Rural regions in the states have the ability to 
capture economic opportunities provided by the 
transition to the new economy. However, it is 
important to understand that wealth creation is 
no longer a function of how well natural 
resources are exploited; or measured in 
investments in mass production. Rather, it is 
ideas, technology transfer and human resources 
that create prosperity. In order to keep windows 
of opportunity open it is important to take 
qualitative control of the development process 
and invest in the capacity to anticipate and 
respond; and avoid the pitfalls of rural 
economic development. 

Incubating a vision of the future will require 
daring and innovative regional development 
choices. A strategy that broadly defines high 
technology to embrace a wide spectrum of 
sectors and services, if correctly nurtured, can 
assist in economically repositioning the region. 
The transfer of research, knowledge and 
technologies to existing and potential industries 
and firms can only enhance rural 
competitiveness in the new economy. 

APPENDIX A: ADDING VALUE IN 
THE NEW ECONOMY 

ELEVEN BASIC WAYS: 

1. Improve the quality of information 

2. Improve the quality of service 

3. Through the creation of a learning 
environment 4.Innovation of an existing 
product or service 

3. Adding intellectual skill, ideas, processes 
or abilities to a product or service 
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6. Adding a new value to raw THE ISSUE-ATTENTION CYCLE 
materials/commodities (eg. harvesting AND REGIONAL DEVELOPMENT: IS 
apples but making apple juice before IT REALLY BACK ON THE 
exporting to an outside market). POLITICAL AGENDA? 

7. New training/retraining of employees or 
local workforce 

8. Joint partnerships/ventures where two 
organisations or individuals bring their best 
skills together to add value to a product. 

9. Upgrading/improving/automating the tools 
and/or technology to do a task, job, make a 
product, deliver a service better, faster, 
cheaper, more cost-effective, etc. 

10. Improve the quality of K-12 instruction 

11. Improve the capacity of local government 
economic development and manage long 
term strategies. 

Please make a note in your diaries that 
the next Annual Conference of the 
ANZRSA will be held in or around 
Rockhampton, Queensland in the 
second week of December 1995. 

The call for papers and program details 
will be circulated in the coming 
months. If you have any suggestions as 
to the meeting's structure or content 
please contact either Liam Ryan (one of 
the contributors to this issue) at the 
University of Central Queensland or 
Wal Taylor of the Queensland 
Department of Primary Industries, 
both located in Rockhampton. 

Our annual conferences are an 
excellent opportunity to hear about 
both the latest developments in regional 
development practice and analyses of 
regional conditions. They bring 
together practitioners, government and 
academics. 

Frank Hurley 

Ballarat University 

[Editorial Note: This article was presented as a 
paper at the ANZRSA Armidale conference in 
December 1993] 

REGIONAL POLICY AND THE 
POLITICAL AGENDA 

The starting point for this paper was the 
assertion that "Regional policy is now more 
firmly on the political agenda than it has been 
for twenty years". This brought two things to 
my mind. The first was the question posed by 
Dorothy Parker, the American writer, when told 
that President Coolidge had died. She asked: 
"How can you tell?" The second was 
recollection of a 1970s article by Anthony 
Downs in the journal The Public Interest called 
"Up and down with ecology - the 'issue 
attention' cycle?" Downs used the rise to 
prominence of environmental issues on the 
political agenda to discuss how a "problem 
suddenly leaps into prominence, remains there 
for a short time, and then - though still largely 
unresolved - gradually fades from the centre of 
public attention". I shall return later to the five 
stages Downs identified in the "issue-attention 
cycle". 

Let us accept that there is recognisable political 
agenda at any given time. How can we tell 
whether a policy area is on it and how we 
measure that area's purchase on public 
attention, its ranking on the agenda relative to 
other issues jostling for place? Rural 
development, regional development, balanced 
development, decentralisation, regional 
adjustment - under one label or another for over 
a hundred years these regional policy issues 
have been in and out of the parking lot from 
which the issues to construct and reconstruct 
the political agenda in Australia are drawn. 
Always a throng of journalists, academics, 
consultants, bureaucrats and politicians hovers 
around waiting to propel their favoured issue 
onto and up the agenda. 

Some issues are mere ephemera: selection of a 
table for the Lodge; diplomatic spats; scandals 
real or alleged. Some issues such as tariffs and 
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