PHILANTHROPY AND RURAL PO

REFRAMING THE WAY FO

A Background Briefing Report to the Nation
preparation for a consultative dialogue with the U.S.

al policy i

community interested in national



INTRODUCTION

The National Rural Funders Collaborative recently requested that the Rural Policy Research
Institute and the National Association of Development Organizations create a background
briefing report and facilitate a consultative dialogue for a group of U.S. foundations particularly
interested in national rural policy issues.

Thisreport is designed to provide a framework for that discussion. In the first section, we
outline the current context for U.S. rural policy, and highlight the key meta-policy and rurd
policy drivers which will frame future considerations, or which off reatest potential for
meaningful rural policy progress. We then address the upcomin Bill reauthorization
opportunity, particularly the potentia for a landscape-changi evelopment Title. Inthe
third section, we look out over the next 24 months, and revi ja for philanthropic
impact in several specific policy sectors. Finally, concl nsiderations are
offered, along with specific recommendations for fou i
current rural policy efforts, and to amplify the imp

We appreciate this dialogue opportunity, and loo ' er.

Sincerely,

Matthew Chase
Executive Vice Pres
National Association o

Charles W. Fluharty
President
Rural Policy Research Institute



|. KEY RURAL POLICY DYNAMICS

Rural policy considerations have remained a “back-water” concern for U.S. public policy over
the last four decades, usually rising only with a new Farm Bill tide, and then receding, after
sufficient lip-service, with only minimal impact. However, over the past decade a number of
dynamicsin the U.S. culture and political economy are driving significant new attention to these
challenges. In addition, several domestic meta-policy dynamics will have significant impacts
across the whole of U.S. public policy. These key drivers are outlined below:

In the for eseeable future, the Federal gover nment will be
spending, without significant tax increases.

increase discretionary

A pervasive challenge for all public policy considerati i ing federal deficit.
The Federal Budget for FY 2007 was projected to illion. Thi a$423 hillion
deficit for FY 2006 —alevel that exceeds non-d [

associated with the wars in Irag and Afghanistan an ast recovery efforts, and the
impact of permanently extending tax ¢ 3 and providing relief from the
Alternative Minimum Tax for mi ddle Bush Administration releases its
for the near term. However,

recent testi mony by Federal Reserve Chal heightened concerns for the
longer-term implications of current entltl ‘ and entitlement spending
approaching $2 trillion ng federal budget, with
exponential growth in aid and Soual Security. Equally significant
isthe 44 percent in

These annual deficits & e states of California, Texas, Floridaand
New York, a etionary domestic programs, appropriated

Therura namic is heightened by a significant structural disadvantage
in federal episodic and unscaled philanthropic commitmentsto rural
people and p

Because the federal ent will continue to devolve roles and responsibilities down to states
and localities, often in®lock granting structures, the capacity of rural jurisdictions to compete for
these funds is increasingly important. However, compared to their colleagues in urban and
suburban governments, rural public decision makers are significantly disadvantaged. Most rura
jurisdictions have relatively few or no research staff, grant-writers, technical assistance funding
bases, or economic analysts. Many are led by part-time public servants, with few or no paid staff
at al. On thisuneven playing field, urban and suburban counterparts will almost always be
victorious in competing with rura jurisdictions for scarce, competitively awarded state block
grant funds.



One of the largest challenges for rural development in the U.S. remains the inherent structural
disadvantage which rural areas face in federal funding commitments. Current federal funding
policy inadvertently, but significantly, disadvantages rural areas. The Consolidated Federal
Funds Report for 2001 (the most recent reported data) shows that the federal government
returned $6,131 on a per capita basis to urban areas, while returning only $6,020 to rural areas'.
This amounts to a nearly $6 billion annual federal disadvantage to rura areas. However, an
equally challenging issue is the difference in the nature of these federal funds.

While currently available datais somewhat dated, in Fiscal Year 2001 4direct payments as a
percent of all federal funds per capita were 50.5% in metropolitan
nonmetropolitan America’. This 13% differential funding build
capacity and infrastructure of urban and suburban America.

of the community
with each passing year,

these dynamics further disadvantage rural jurisdictions and who are forced to
compete with their metropolitan counterparts on an incrgési ing field, without
benefit of the professional staff, technical assistance ch this funding
Secures.

These stark community capacity disadvantages ar
federal government spent two to five times more, p
development, and one third as much o
on community resources in 2001 was &
America, a$14.1 billion dollar rural co

in rural areas®. Per capita spending
nmetro areas than in urban

gesin federal funding are exacerbated by an equally
uneven commi munity and economic development by our nation’s foundations
and corporate A May 2004 report, the National Committee for Responsive
Philanthropy® i
only $100.5 millic mitted to rural development. Of 65,000 or so active grantmaking
foundations in the U States, only 184 engaged in rural development grantmaking. About 20
foundations doing rural development grantmaking accounted for 80% of this total, and two
foundations, the W.K. Kellogg Foundation and the Ford Foundation, constituted 42%. While the

; Analysis of Consolidated Federal Funds data by the Economic Research Service, USDA.
ibid.
¥ W.K. Kellogg Foundation (2004) “Federal Investment in Rural America Falls Behind”
* Economic Research Service/lUSDA, U.S. Census Bureau.
> National Committee for Responsive Philanthropy (2004) “Beyond City Limits: The Philanthropic Needs of Rural
America.”



significant rural community and economic development commitment of these two foundationsis
commendable, these numbers indicate that the majority of grantmaking foundationsin the U.S.
have not seriously addressed the developmental needs of rural populations.

Sadly, the same rura differential disadvantage also applies to corporate philanthropy. While
total corporate grantmaking in the U.S. amounts to $12 billion annually, a 2000 study of the 124
Fortune 500 corporations found that corporate grantmaking for rural, racia / ethnic organizations
amounted to 1% of their total racial / ethnic grantmaking. In total, corporate grantmaking for
rural groups constituted seven-tenths of one percent (.7%) of the grant gollars awarded by the
124 surveyed corporations for racial / ethnic giving. Rural organiz received only 153 of
the 10,905 grants made, approximately 1.4% of all grants.

in agriculture or manufacturing, are forced to respol ics of globalization, itis
becoming increasingly clear that innovati st drive new rural economic
engines, and that thisis not only possiile essity. “This has helped to support a new

commitment to building regional competiti i to identify and exploit a
region’s unique assets, and build integratiVe approe i this potential. Furthermore,
understanding of the limited value of reI| 3 Cti rategies and the
importance of greater sUpg > ] =preneurial approaches are now
widespread.

Thereis also no qué Al i mous with agriculture, and that rural

es continue to lag urban, with the greatest

persistent poverty remains arural challenge, with 340 of our
counties being rural. Rural median family income is 25% lower,
and rural poverty rate

increasingly being viewed by decision-makers as alag on broader regional economies.

Targeting mechanismsfor rural programs must be redesigned, to address the emerging
interdependence of rural and urban people and places, and to build new alliances acr oss
these constituencies.

® Economic Research Service, USDA, County Typology



County level designations of metropolitan, micropolitan and noncore areas, collectively referred
to as core based statistical areas, are often used in federal program targeting. Metropolitan areas
are defined by the presence of a principal city of at least 50,000 population, plus surrounding
counties that are linked to it through commuting ties. Micropolitan areas contain a principal city
of 10,000 to 49,999 plus surrounding counties that are linked to it through commuting ties. All
other counties not included in metropolitan or micropolitan areas are defined as noncore
counties. The most recent listing of Core Based Statistical Areas for the United States and
Puerto Rico (December 2005) by the Office of Management and Budget includes 369
Metropolitan Statistical Areas (361 in the U.S. and 8 in Puerto Rico),

Nonmetropolitan counties, which include both micropolit ounties, are often
equated with rural. However, official definitions of rur

geography. Urban areas are defined by the U.S. Cen block groups or
blocks that have a population density of at least 1 rrounding
census blocks that have an overall density of at | territory
not defined as urban is considered rural. Urban ar . urbanized
areas have populations of 50,000 or more, and urban e populations from 2,500 to
49,999.

Both metropolitan and nonmetropolitan ntal and rural territory. The
following table shows population by both ti an and rural geography, and
illustrates that county level ge ) ' urban and rural population

C esi opolitan counties. And, over
40 million metropolita | large urbanized areas. It isimportant, then,
to look beyond coug jeting rural populations in public policy and
program design.

Small Cities

Rural Total
and Towns
Metropolitan 10,338,988 30,176,724 232,579,940
Micropolitan 14,976,437 14,299,972 29,531,714
Noncore 4,704,763 14,586,901 19,310,252
Total 192,338,121 30,020,188 59,063,597 281,421,906

48.8 million people live in nonmetropolitan counties

40.5 million people live outside urbanized areas in metropolitan counties

Urban and rural population figures from Census 2000; CBSA status from the December 2005 classifications




Clearly, nonmetropolitan residents should be included when targeting rural populations. While
nonmetropolitan counties do include some urban residents, with few exceptions nonmetropolitan
urban residents live in small cities and towns, which are not targeted in urban programs. Though
unintentional, urban targeting tends to usually advantage larger urbanized areas, while many
smaller cities and towns, as well as rural populations within metropolitan counties, often fail to
receive significant advantage from urban programs; and likewise are excluded from rural
programs which target only nonmetropolitan residents. Given these dynamics, and the level of
rural population in metropolitan areas, policymakers should consid aternatives for precise
rural targeting.

New rural governance and investment models off i ote an entirely
new framework for American rural policy.

Despite, or perhaps as a result of these economic IS
expressing itself acrossthe U.S. rural landscape. C erway in the processes by
which decisions are made regarding the distribuiti d private resources and
responsibilities across multiple stakehe ' i lic, private and non-governmental
sectors. The dynamicsin U.S. federalis iNng ever greater
interdependence of rural governmental a ) 1 hzations, as the central

WwThisrequires greater
: ) ¢ networks which are often
diverse and overlapping i ple new set of strategies to confront the

community capacit ' [ SO creates the necessity for new

these ne . les across multiple institutional settings. Asan
a rural policy center, either located in the office of the

es are as diverse asrural Americaitself. Community foundations
are playing avery si@ t role in these dynamics. As but one example, RUPRI is honored to
be collaborating with the Nebraska Community Foundation, the Heartland Center for Leadership
Development and the Center for Rural Affairs. in awonderful new initiative, Hometown
Competitiveness.” Y et these new intermediaries exist in all sectors, governments and NGO
organizations, and are changing the face of policy decision-making across the rural landscape.

Despite this potential, three critical questions will determine whether these forces are passing
fads or sustainable platforms for new policy innovation:

" For information on HTC, see the RUPRI Center for Rural Entrepreneurship at www.ruraleship.org.




Will public sector champion(s) step up, take on the New Governance mantle, and
support public and private entrepreneurship?

Will institutional innovator(s) accept the challenge of building these new
intermediary structures, and the burdens of institutional innovation?

Where are the constituencies to support these innovative leaders and institutions?

A new rural entrepreneurial culture and climate has emerg must be nurtured and

scaled.

Rural economic development must overcome a number es. Low population
size and density, and limited local demand make it diffi i ies of scale.
Efforts to achieve efficiencies drive consolidation, jal ingtitutions

often with unintended but very deleterious con : arkets and

global markets exacerbate these challenges. More p
the challenges of building rural entreprepeurial cultur
new global economy. However, acros )8

climate is flourishing.

, lower skilled workers and
mited rural participation in the
rural entrepreneurial culture and

systemic change will onl if integke » estments and programs across
multiple foundations, : ; med. Four principles should drive these
efforts:

Focus on thee iNkiRgs required to properly organize and align
' > ping programs that are available for small

ly through regional cooperation across jurisdictions and through
tions can there be sufficient scale, resources, and expertise to

climate. Iti or an individual county to be able to act effectively on its own in
economic develOpment, workforce development, transportation or any other complex
public service activity. Economic regions invariably cross county and often state
boundaries, and these boundaries are irrelevant for the markets entrepreneurs have to be
ableto serve.

Focus on the community. Local communities need the tools and resources to identify and
build upon their competitive assets, and to make appropriate choices among economic,
social, and environmental imperatives. Communities can achieve much if they are open



to experimentation and innovation, but they will go nowhere if they continue to do what
they have been doing for decades, in spite of the changes that are going on around them.

Focus on continuous learning. Entrepreneurs, policymakers, community leaders, and
service providers all benefit from networks of peer support and learning. Entrepreneurs
in particular rely on networks to share ideas, conduct business together, and link to
markets, capital, employees, partners, and services. Taking this one step further,
entrepreneurship should without a doubt be an integral part of the school curriculum.

d mobilize resources
ate resources, send

articulate a vision, advocate for change, build partnerships and
must be built. Secondly, supportive public policies which en

(collaboration across
public-private-nog ernment) and cross-functional
(entrepreneurshi [ ini . nical assistance, access to debt and equity

ort for private and public entrepreneurship,
al assets into rural competitiveness® ® 10

8 Articulation of scope and potential for entrepreneurship in arural context — Dabson, Brian, Jennifer Malkin et al.
(2003) Mapping Rural Entrepreneurship. W.K. Kellogg Foundation and CFED

° Entrepreneurship in specific contexts — Malkin, Jennifer with Brian Dabson et al (2004) Native Entrepreneurship:
Challenges and Opportunities for Rural Communities. Northwest Area Foundation and CFED

19 Entrepreneurship as a core economic development strategy — Brian Dabson (2005) Presentation to the Secretarial
Advisory Committee, Strengthening America’ s Communities, Clearwater, Florida, June 2, 2005

1 Comprehensive guidance for rural communities interested in pursuing entrepreneurship — Markley, Deborah, Don
Macke & Vicki B. Luther (2005) Energizing Entrepreneurs: Charting a Course for Rural Communities. RUPRI
Center for Rural Entrepreneurship and Heartland Center for Leadership Devel opment.



. The Farm Bill Rural Development Title: An Emerging Potential for a New Rural
Vision

Asanew Farm Bill approaches, with the budget pressures outlined above, increased WTO trade
pressure, and no lessening of competing demands from the very diverse constituencies affected
by this omnibus title, are new framings to address the issues and opportunities raised above
possible, or will baselines be so reduced that no new rural development funding is available?

Thiswill be an historic Farm Bill. Renewed coalitions within the pro
nearly succeeded in their efforts during the 2002 debate, are curren
as never before. The environmental and natural resources, sustai
fair and free trade, and rura development communities have
craft common approaches and to achieve coalition solidarit vatives, such asthe
CATO Ingtitute and the Taxpayers for Common Sense, rt —al seeking a

reduction and/or realignment of the nearly $20 hillio itle | commodity
programs.

essive community, who
ned and coordinated,
agriculture, food security,

The current ethanol juggernaut and the broader r
commodities so highly, so far out, that no counter-
ailable, either to be returned to
the U.S. Treasury, or to be alocated tootl i iori ost believe these devel opments
> > retary Mike Johanns has
consistently stated his position in support
proposals, which will move to.the Hill int ected to reflect this

models exist which carvbei S| amework. Several of these are briefly
highlighted belew

on vision; pool very limited resources, talents, and capacities

S asset-based approach in which new institutional partnerships
between the priva d philanthropic sectors link with under-resourced rural
governments. Thoug allenged by the lack of technical assistance funding available for such
efforts and the relative fack of philanthropic capacity and grant making in rura regions, rural
communities have begun this effort. However, absent attention to these huge resource
disadvantages, building the new regional collaboration and investment system outlined below
will remain a significant challenge. Nevertheless, such developments are absolutely essential, if
rural regions are to optimize their relative competitive advantage.

Given these challenges, where should policy makers turn in building wiser public sector
investments in rural community and economic development? First, we must acknowledge that

10



what has worked in the past will no longer suffice. Once that is evident, regional collaboration
and investment systems can be considered. When this happens, we will move from attraction
strategies to entrepreneurship; identify and encourage “functional economic regions’ to build on
existing assets, broadly defined; and move from sector to place-based approaches. This regiona
framework will be appropriately configured, and will engage our institutions of higher education
in anew regiona compact, where public and private entrepreneurship will be central, anew rural
governance between the public, private and philanthropic sectors will be evident, and new
regional leadership, through innovative institutional renaissance, will be expressed.

al America. Purdue

h Park, and the Center for
ion and scale for new

of the Center, has been

While this may seem abridge too far, it is already emerging all acr
University has designed and developed a new Discovery Park
Regional Development, outstanding new intermediaries, cr
regional collaboration and investment systems. Dr. Sam C

working with the Administration of Indiana Governor Mi [ tenant Governor
Becky Skillman over the past year to create the Rur lence 2020
(RISE 2020)*2. This effort has engaged over 150 tions, and has
become a national model for new rural govern ent. This

process resulted in a foundation framework and i oice by
those who care about rural Indiana. Each of th&ee el
include civic Ieadershlp and engagem nity development; regional

' ; youth engagement; and wealth
creation and retention. Th&ee priorities ency, the Office of Rural and
Community Affairs, to align with “Small 3 revenue support, in crafting
RFPs which sought to advaniag illa C ts are now complete, and

one.

regional competitiveness strategy, linking
across the region and generating significant

and local age grnments are rethinking and defining their appropriate roles
pnsibilities.

novations should result in the federal government creating
incentives fo i g, expanding investments in basic research and regional
community andY€aelershi city, and funding the development of new public goods for
regional decision Il key elementsin a national rural entrepreneurship framework.
Should this occur, thetgderal government will become an enabler rather than a driver of such
dynamics, as regional, state and local actors work together to build effective new frameworks for
regional governance, public and private collaboration, and identification of unique regiona
assets. Then, atruerura entrepreneurial development system can emerge, to enable innovation
to leverage these assets, across space.

12 The Indiana Rura Strategy (2006) http://www.purdue.edu/perd/Indiana%20rural %20strategy.htm
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Globalization has had profound and lasting effects. It also has created two unmistakable rural
challenges. uneven growth across space, and new drivers of sustainable growth, primarily
innovation and entrepreneurship. Building a Regional Rural Innovation, Collaboration and
Strategic Investment System, which acknowledges these necessities and seeks to address them,
has the potential to emerge within the new Farm Bill debate as the organizing framework for the
Rural Development Title. Should this occur, philanthropy has an important new opportunity to
align sector investments with strategic commitments from federal, state and local governments.

[I1.  Looking Ahead: Significant Opportunitiesover the Months.

A number of significant political and policy developments, It of last November’s

election, are already affecting the policy horizon over th ith leadership
transfer in both Houses of Congress, and increasing n

particularly House Blue Dogs, the political calculu the next
Presidential election cycle, which will ramp up i ear, has

aready begun. These, along with the continuing on from
committees of oversight, lessen the potentia for m tion to significant policy
change. However, recent comments by man Ben Bernanke, and the
development of ajoint commission o Kent Conrad and Judd Gregg,
along with the health care proposal by C zenegger, increase the
potential for the initiation of a national he entitlement debate within
the next year.

While action is not prqk
as incubators for ing
many ways, it nonel
federal and state levels

es a growing trend, in which states are acting
public policy. While this could play out in
or innovative policy discussion at the

themselves across y legisative reauthorizations, including:

Public Housing-HOPE¥I Reauthorization

The HOPE V1 has been used by communities across the nation to tear down dilapidated
public housing complexes and replace them with mixtures of rental and owner-occupied
housing that are sold to people of various income levels. The intent isto avoid
concentrating poor people in cities and eliminate blighted developments that are thought
to breed crime. Program authorized by the Housing Act of 1937. Program authorization
expired September 30, 2006.
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Community Health-Low Income Home Energy Assistance Program (LIHEAP)

LIHEAP funds are awarded to States (according to funding formula) and other
jurisdictions, which then make payments directly to an eligible low-income household or,
on behalf of such household, to an energy supplier to assist in meeting the cost of home
energy. Up to 10 percent of these funds may be used for state and local planning and
administration. Up to 15 percent may be used for low-cost residential weatherization.
Authorized by the Low Income Home Energy Assistance Act of 1981. Authorization
expired September 30, 2006.

Job Creation-Workforce | nvestment Act

The nation’s main law governing training programs he Workforce

Investment Act has not been reauthorized since . ns training provided
by local nonprofits and government agencies t
migrant workers. The 1998 rewrite of the |
programs into state block grants and est
unemployed people could apply for aid

Community Investments-New Markets Ta

The New Markets Tax Credit (
against Federal income taxes for
Community Development Entities

payersto receive a credit
estments in designated

the qualified equity

0 estments in low-income

estor totals 39 percent of the cost of the

ar credit allowance period. In each of the first
al to five percent of the total amount paid for

underserved populations’. They provide comprehensive primary care services as well as
supportive services such as translation and transportation services that promote access to
health care.

Education- Elementary and Secondary Education Act (No Child Left Behind)

The Elementary and Secondary Education Act (ESEA), renamed the "No Child Left
Behind" (NCLB) Act of 2001 aimes to provide accountability for states, school districts,
and schools; greater choice for parents and students, particularly those attending low-
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performing schools;, more flexibility for states and local educational agencies (LEAS) in
the use of Federal education dollars; and a stronger emphasis on reading, especially for
younger children. Programs and regulations implemented under the 2001 legidlation will
expire at the end of fiscal 2007.

Alternatives for Foundation Engagement

The foundation community has a number of opportunities for systemic engagement with the

public sector regarding rural implications of policy choice. Inther orization of the Farm
Bill and these six other Titles, aswell as in the departmental proc ich build regulatory
and program frameworks to implement these legidlative actions,
for foundations to support rural opportunities:

Developing carve outs, set-asides, as well as uni
address rural issues

Fostering urbarvrural interaction around pali
coalesce
Funding pilot or experimental projectswh
in these efforts

Building rural community and i
application, program develop
Convening state and regional act
dialogues
Providing match fugei
Supporting and

result, there haste garning of this process, awillingness to engage when opportunities
arise, and an abi P systemic change and outcomes, at national, regional, state, and
local levels. Moreoy tindations need to think in “campaign” terms to achieve policy change,
which implies long-terf commitment, a willingness to partner across sectors, and the
encouragement of substantive national dialogue regarding rural challenges and opportunities.
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For these dynamicsto be achieved, philanthropy must commit to arural policy
renaissance.

Our nation’s foundation CEOs must engage, and this engagement must continue at the highest
level. Significant policy institutes, organizations and jurisdictions must become part of an
ongoing consultative dialogue.

The conversation between philanthropy and public policy must be reframed.

The dynamics outlined above point to the potential to move to com
philanthropy and the public sector. However, moving from an
narrative will not be achieved in a short-term framework. Ac
collaborative, long-term relationship such as the “Campaig

step.

ry to an anticipatory
ing an interest in a
erica’ must be the first

Initial action must accommodate both small st
significant jour ney.

A number of short-term, low hanging fruit opportu captured, but they should be
positioned within alonger-term vision. Particularly bengfi ill be aternatives for action

Policy education and decision support ' ‘ egitimate, legal
philanthropic activity.

oh of visiorrand values. When Teddy
1904, he asked them to address a searing

All policies and budget
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IV. APPENDI X

A. Breaking the Boundaries - Strategic Plan for Rural Indiana

B. RUPRI Farm Bill Policy Brief #1: Targeting Rural Populations based on Urbanized
Area Geographies

C. Reauthorizations with Potential for Rural Attention
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