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The rural stimulus

State leaders comb through federal bill to find ways

of helping areas in need of economic boost

by Carolyn Orr (corr@agandruralleaders.org)
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ince the national recession began,

communities across the country

have been hit with a loss of economic
activity and jobs.

But the effects haven’t been felt
equally.

In many cases, rural areas — particu-
larly those with economies dependent on
manufacturing — have been harder hit than
their metropolitan counterparts.

According to a recent analysis by the
Rural Policy Research Institute, in a brief
titled “Rural America in Deep Downturn,”
nonmetropolitan counties have lost 3
percent of their jobs since the onset of the
recession, as compared to a decline of 2.5
percent in metro counties. “Manufacturing
dependent” rural counties have experienced
a 5 percent drop. Even in counties largely
dependent on the farm economy, which
has boomed in recent years thanks to high
commodity prices and other factors, jobs
are now being lost.

Will the $787 billion economic stimulus
package approved earlier this year by the
U.S. Congress help turn around these trends
in the rural Midwest? And will it contribute
to long-term economic growth?

State legislators who represent these
areas hope so, but they also are voicing
some of the concerns they hear from local
constituents and leaders.

“Officials in the smaller towns worry
they may be unable to compete with larger
cities for their share of the federal money,
even though their needs may be just as
dire as those of their larger neighbors,”
says Indiana Rep. Bill Friend, a Republican
from Macy.

“These communities may have part-
time mayors and no staff to develop grant
applications,” he adds, “and they are dealing
with state officials overwhelmed by money
requests.”

Lawmakers, then, are in some cases
trying to help simply by serving as conduits
of information, showing local communities
how to access stimulus money or how to
connect with the state or federal agencies

in charge of making the decisions.

Billions of dollars are at stake,
and there is no promise that the fed-
eral money available in the American
Reinvestment and Recovery Act (ARRA)
will be distributed evenly among differ-
ent communities.

According to Sheila Peterson, North
Dakota’s state coordinator for the ARRA,
the bottom line for rural communities
seeking stimulus funds is to maintain
vigilance in looking for opportunities,
requests for proposals and bidding
opportunities.

% loss of jobs in nonmetropolitan
counties of Midwestern states
(January 2008 to January 2009)

Source: Rural Policy Research Institute

Quick action at the local and state
level is essential, she adds, and the key
to success is seeking guidance from the
agencies in charge of the federal grants,
getting applications to the funding agencies
as soon as possible, and targeting “ready to
go” projects.

Funds for rural development

Exactly how much ARRA money gets to the
rural Midwest remains to be seen.

But certain provisions in the federal
legislation make it clear how a significant
portion of the dollars will be used.

Funding for existing rural-development
programs will soar, on a one-time basis,

while increased investments also are made
to improve high-speed Internet access and
water and sewer systems.

State offices for the U.S. Department of
Agriculture Rural Development program
expect funding for existing rural grant and
loan programs to be two to three times
higher than normal. Examples of these
current USDA rural-development programs
include:

o the Rural Business Enterprise Grant
Program, which supports small-business
development (the ARRA allocates $20
million for this program);

« Value-Added Producer Grants, which
help independent operators or cooperatives
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According to a recent
analysis by the Rural Policy
Research Institute, U.S.
nonmetropolitan counties
lost 3.4 percent of their

jobs over a yearlong period
ending in January 2009. That
compares with a 2.8 percent
drop in metro counties.

Will the federal economic
stimulus plan put rural
communities on the path
toward economic growth or
recovery? State policymakers
hope so, and they are
examining how best to tap
into new federal dollars.




QUESTION OF THE MONTH

One of the many services provided by the Midwestern Office of The Council of State Governments is
its Information Help Line, a research service intended to help lawmakers, legislative staff and state
officials from across the region. The CSG Midwest staff is always available to respond to members’
inquiries or research needs regarding various public policy issues. The Question of the Month section
highlights an inquiry received by this office. To request assistance through CSG Midwest'’s Information
Help Line, call 630/925-1922 or use the online form available at www.csgmidwest.org.

QUESTION: How do Midwestern states fill interim vacancies in their

U.S. Senate seats?

With the spotlight on recent events in lllinois sur-
rounding the filling of President Barack Obama’s va-
cant U.S. Senate seat, there has been a lot of interest
in how various states fill such vacancies, as well as
about what changes have been proposed.

Originally, the U.S. Constitution required state leg-
islatures to fill any vacancies occurring in their U.S.
Senate seats. But this was changed in 1913 with the
passage of the 17th Amendment, which provides for
the direct election of U.S. senators. The amendment
includes a provision that allows state legislatures to
give their governor the authority to make temporary
appointments to fill a U.S. Senate vacancy until an
election can be held.

With this as the guiding principle, the most common
practice has been to fill vacant U.S. Senate seats by
means of atemporary appointment. In 38 states, law
specifies that the governor has the direct authority
to fill a vacancy with an interim appointment; this

appointee then serves until the next statewide elec-
tion is held (usually in November of even-numbered
years). Four of those states require the replacement
to be of the same political party as the departing
senator. The remaining 12 states require a special
election tofill a vacancy. In the Midwest, Wisconsin
is the only state to do so.

Since the events in lllinois made national news,
lawmakers in several states across the country have
proposed taking the authority to fill vacancies out
of the hands of the governor and replacing it with
a special election.

Proponents point to the desire to make interim
replacements more democratic by putting the de-
cision in the hands of voters, as well as eliminating
questions of corruption such as those seen in Illinois.
Others, however, point out that considerable time
and money is needed to organize and conduct a
special election. For example, Minnesota officials

have estimated that a special election could cost
$3.5 million.

In Illinois, lawmakers have introduced legislation
(HB 0365) that would end the current system of
allowing the governor to fill vacancies. If passed,
the bill would require a special election for any U.S.
Senate vacancy that occurs 90 days or more before
a scheduled statewide election.

Likewise, legislation introduced in Ohio (SB 61)
and Minnesota (SF 0278/HF 0531) would require
a special election to fill U.S. Senate vacancies. Last
year, Kansas lawmakers passed a bill (HB 2863) that
would have required a special election, but then-
Gov. Kathleen Sebelius vetoed it.

There are also proposals at the federal level that
would require all states to hold special elections to
fill Senate vacancies.

Democratic U.S. Sen. Russ Feingold of Wisconsin has
announced that he will propose a constitutional
amendment to require vacancies to be filled by
election.

Also, two U.S. representatives from lllinois, Re-
publicans Aaron Schock and John Shimkus, have
proposed a measure that would not amend the
Constitution but would change the law. Their bill
would require states to hold an election to fill an
open Senate seat within 90 days of the vacancy,
but it would also retain a governor’s authority to
name a temporary replacement until the election
takes place.
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Federal stimulus includes $7.2 billion to expand broadband access, including in rural areas

turn raw agricultural products into marketable goods
(including farm-based renewable energy); and

« the Rural Community Facilities Program, which
provides federal assistance to rural areas wanting to
“construct, enlarge or improve community facilities
for health care, public safety, and community and
public services”

Because this funding is for existing programs,
local communities, businesses and farmers should
have an easier time applying for grants and loans.
For example, applications from previous years
could be used to develop new proposals.

Don Warren, director of program support for
North Dakota’s USDA Rural Development office,
notes, too, that communities can rely on groups
that they have used in the past (regional planning
councils and state extension offices, for example)
when applying for grants.

“Professional grant writers should not be
necessary,” he says.

The ARRA also sets aside $6 billion to upgrade
wastewater treatment plans, control nonpoint
source pollution and improve local drinking-
water systems. At least part of this money will
go to rural communities (via existing State
Revolving Fund programs). The federal legislation
prioritizes “shovel-ready” proposals as well as
water recycling, conservation and other “green”
infrastructure projects.

For rural areas, too, additional grants and
loans will be available through the USDA for water
and waste-disposal projects.

Broadband ‘critical to economic revival’

erhaps the most talked-about part of the federal

stimulus plan — at least as it relates to rural

areas and their economic futures — is the $7.2
billion that will be spent on expanding high-speed
Internet access.

Percentage of farms in Midwestern states
with high-speed Internet access*

* Thirty-three percent of U.S. farms report having high-speed Internet access.
Percentages were calculated using two figures: number of farms in state as
reported in the U.S. Department of Agriculture 2007 Census of Agriculture and
number of operators who report having high-speed Internet access.

Source: USDA 2007 Census of Agriculture data/CSG Midwest calculations

Some critics have said this effort to reach busi-
nesses and households in underserved, often remote
areas will be too costly and difficult. They note that
broadband build-out has occurred in virtually all
areas of the country where it was cheap to do so or
provided sufficient financial returns.

Rural lawmakers such as Wisconsin Sen. Dale
Schultz, though, increasingly view high-speed
Internet access as an economic necessity.

“[Itis] critical to any economic revival in our com-
munities,” says Schultz, a Republican from Richland
Center. “We have working professionals who would
like to work from home and rural businesses that
cannot order supplies or sell their products without
a high-speed connection”

Regardless of their views on this infrastructure
investment, most agree that a dramatic expansion of
broadband access will be a challenge.

For starters, the nation has little sense of who has
high-speed connections in rural America.

Currently, broadband access maps are broken
down by ZIP code by the Federal Communications

Commission. As a result, if one customer in a ZIP
code has high-speed access, the entire ZIP code gets
reported that way.

The stimulus bill requires the U.S. Department of
Commerce to prepare “a comprehensive nationwide
inventory map of existing broadband service capabil-
ity and availability”

Until that report is completed, however, the 2007
Census of Agriculture (released earlier this year by the
USDA) offers a glimpse of how high-speed Internet
has — or has not — penetrated into rural areas.

The census asked farm operators whether they
had high-speed Internet access; in all 11 Midwestern
states, less than half of the operators reported having
it (see map on this page).

“Farm Internet connectivity only increased a few
percentage points from the 2002 to the 2007 census,
adds Tim Murphy, who studied the census results for
the Center for Rural Strategies.

Prior to passage of the stimulus package, many
states already had launched their own broadband
programs.

States’ knowledge and leadership in this policy
area should be relied on in the coming months,
according to a spring letter sent to federal officials
by the National Association of Regulatory Utility
Commissioners.

Language in the federal stimulus package
gives two agencies — the USDA’s Rural Utilities
Service and the U.S. Department of Commerce’s
National Telecommunications and Information
Administration — the authority to establish guide-
lines and disburse grant money for building up the
broadband infrastructure.

In turn, NARUC says, those two agencies should
turn to the states for help and guidance.

The NARUC letter, signed by 90 regulators
from 39 states, suggests that each state be given
the task of reviewing and ranking in-state project
applications for broadband development.
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