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Gramt Makers Have Mlssed a Chance
~  to Really Help Rural America -

mcn -mz GREAT nnmnss:on, pubhc and pnvate
. grant makers have invested billions of dollars in ~

promoting the economic vitality of rural commu-
. nities. Some of these projects haye successfully -
. 'developed new business ventures. The massive i irrigation .- -

projects in the Central Valley of California and the Pao_
louse Valley of Idaho and Washington, for example,
ulated major growth in agriculture. However, in many
. cases, the benefits of these investments have not been
- broadly distributed. Poor communities and individuals
have received only limited benefits. Grant makers have. .

missed a major opportunity to promote positive change by -;

" refusing to invest in rural communities in a way that ex-
-tends the control and beneﬁts of wealth to low-mcome
people. Wi pE W
In part, th:sfailurelstheproductofthelackofsoclal
" and financial equity in past rural-development initiatives.
Equity can be defined as fairness or impartiality or asthe
value of a business or property after all debts and liabili-.
. ties are fulfilled—the portion of a business or property
" that belongs solely to the investors or owners or both. -
Rural commumtxes, particularly those in which outsiders '
control the major resources, often lack access to both -

'typesofeqmty Without both, dlsadvantagedmralcom

munities are likely to become economic and social back- , .
waters, with high levels of poverty and deep social prob-
_lems. Areas like Appalachia, the Ozarks, the Mississippi
. delta, and most Indian reservations vividly demonstmte
the impact of the lack of both types of equity." :
Many of the most important financial and social pro- .
..grams of the 1960°s and 1970's focused on the first defini- -
tion of equity Grmstndeshavebeenmadein
. ending de jure dxscnmmation, and in many parts of the ;.
: oountrysubsmntxalpmgresshasbeenmademaddrusmg
* de facto discrimination. But as the 1980°s made increas-
ingly clear, fairness without' ownership of critical re-
- sources is difficult to sustain and expand. Poormralcom-

*_munities may have more social equity now, but without

" financial eqmty they are likely to remain poor.or beoom«

even poorer. .

The mral-development strategies advanced by mos
grant makers have ignored two fundamental facts: - |

-» Adequate levels of eqmty capltal are crmcal to bl.lSI
ness start-ups. -

» Most of the people who provnde tradxtxonal sources o
equity capital are uninterested in rural communities.

. Rural commaunities do not have the population densit;
.needed to make traditional equity sources. affordable
" Pension funds, insurance companies, and venture capital
ists are rarely found in rural communities. Professiona
equity managers, striving to maximize returns while mini

‘mizing their cost of doing business, often bypass rura

ventures because they are perceived as risky and expen

‘sive investments. Venture capitalists based in major citie

.. can visit their investments quickly and at little cost. The;
can find specialists when they need them and have acces:
to experienced bankers who have specialized knowledg
of particular industries.-The same venture in a rural set
ting may not seem as attractive because of the time i
" takes to drive there or the high cost of chartering a plane
the absence of local specialists such as cost accountant:
and production engineers, and the lack of local banker
_.experienced in making loans in specialized areas.
Creation of local businesses can be an unportant meth
od of stimulating economic development. (By economiis
development, I mean the process of creating wealth in |

- manner that provides long-term economic and social ben

_efits to people traditionally denied the advantages stem
- ming from the control of capital.) Business creation i
unsuccessful as an eeononﬁc«develépment strategy whe
¢ -it benefits only a few, when it is short term (as in man
efforts that create jobs but not wealth),when the effect
~.are only financial, when the benefits’ cannot be’ sustame
. without the pmenec“ofa subsidized program or whe
the businesses fail. ..;-

Small busiriesses that use debt as their’ excluslve [
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