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Overview

Whether one lives in a city of 2 million people or a town of 2,000, we all want to
live in healthy and thriving communities, to have the chance to move forward

in life, and to be free from the worry about “just getting by.” That is why it is
important for policymakers to have a strategy for investing in rural areas of the
United States.

The prevailing myths that persist around rural America can distort policy choices,
however, making it difficult to secure both public and private investments in rural
places. Economic growth thus can elude these communities, even as the national
economy grows. This, in turn, can lead to resentment among rural residents, which
right-wing populists may exploit as they seek to vilify the people in power.

A place-based strategy for investing in rural America calls for using data and building
capacity within rural communities to develop their existing assets so they can better
plan and manage their future economic growth. This strategy would help federal
policymakers center rural places when developing policies, while at the same time
offering a counterweight to the rise of right-wing populism by giving the residents of
rural communities voice and agency to determine their paths to prosperity.

This essay details how a three-pronged, place-based strategy to spur economic
growth in rural communities across the country boasts proven success stories in
recent years. But first, | will address the myths about rural America that get

in the way of effective economic policymaking, then present the facts about local
rural economies and the models for successful rural economic development. | close
with two salient examples of public-private partnerships investing with success in
distressed local economies in eastern Kentucky and northwestern Mississippi.

These are just two examples of viable roadmaps to support place-based rural
economic development. These models can be used across the nation to bring the
assets and aspirations of rural Americans into the economic policymaking process
by giving them agency to lead economic development in their own communities.
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Misplaced myths about
rural America today

Rural areas, which exist in every state of the union, are vibrant and diverse.” Not
surprisingly, this description often runs counter to the prevailing view of rural
America. Several myths about rural America dominate this narrative, painting a
misleading and limiting picture.” Let’s first highlight three prevailing facts about
these communities.

Rural counties are racially diverse

While White people do make up a larger share of the population in rural counties,
the myths that rural America is all White and that communities of color live only
in urban areas do not hold up.2 African Americans represent 7 percent of the
population in all rural U.S. areas, but they make up nearly 16 percent of the rural
population in the South.*

Rural economies depend on jobs across a
variety of sectors

Agriculture is important in rural counties, but other sectors—including
government, manufacturing, retail trade, and accommodation and food services—
employ many rural workers. Indeed, 41 percent of rural jobs are in the service
sector, while just 7 percent are in the agriculture sector.> The recreation-related
and accommodation and food services sectors have experienced the most job
growth relative to other sectors in rural areas since the end of the COVID-19
pandemic in May 2023.°
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Many rural communities are thriving

This is particularly the case when it comes to entrepreneurship and the tech
sector. Rural areas are worth investing in, contrary to beliefs that such investments
do not pay off. There are many rural communities—among them Pine Bluff in
Arkansas, Independence in Oregon, and Marquette in Michigan—where local
communities are using existing technological infrastructure to build innovation
hubs, strengthen entrepreneurship-support networks, and develop agriculture
technology projects.”
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Combating rural resentment
through recognition of the
value of place

For too long, both the public and private sectors have underinvested in rural
communities because investing in these places was deemed inefficient and there is
a belief that investments will not scale. This has led to these communities and their
residents being unable to achieve their full potential.

This dearth of investment is one key reason for the rise of populism in rural
communities because residents feel excluded from the policymaking process

and believe their interests have been ignored by urban residents—and especially
urban elites, who, by and large, misunderstand the economic realities and potential
of rural America—creating a rural-urban divide. While this divide is not a recent
phenomenon, the chasm that has developed has widened within the past decade
in the United States.®

While rural areas have supported President Donald Trump at increasing levels

in the past three presidential electoral cycles, this has not translated into

policies that benefit these places. One of the current Trump administration’s first
actions was to freeze funding that helps rural communities advance economic
development initiatives, such as high-speed internet, clean energy investments, and
climate-smart agriculture programs.

While some of the funds were eventually released, the second Trump
administration has continued its hostility specific to clean energy investments that
benefit farmers and rural communities by cancelling application windows for the
Rural Energy for America Program.”" This and other programs funded through the
Inflation Reduction Act supported clean energy and energy efficiency upgrades
that lowered costs for farmers, households, and rural small businesses.

In addition, the U.S. Department of Agriculture announced in July 2025 a
reorganization plan that will cut staff in its Washington, DC offices by more than
50 percent and relocate them to five metropolitan cities throughout the country.”
During President Trump’s first term, the administration relocated two USDA
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research arms—the Economic Research Service and National Institutes of Food and
Agriculture—which led to a significant exodus of employees and decimated those
institutions.® Combined with the existing cuts to the field offices in small towns
throughout the country, this will further limit investments to rural U.S. communities.

To promote rural prosperity, policymakers need to embrace a comprehensive
economic development strategy that relies on a proper accounting of rural
America and the plethora of assets in these communities. This strategy can
stem the rise of right-wing populism by affirming identities related to place
through asset mapping and providing agency to communities through residents’
involvement in policy development and implementation.

This strategy recognizes that talent is geographically distributed, but opportunity
is not. It targets the most distressed communities and helps policymakers
recognize that all communities have assets. It gives voice to the residents of
these communities, uses data and builds capacity to effectively target public- and
private-sector investments, and provides a platform for philanthropic sectors to
invest their dollars to partner with these communities.
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Defining the economic
well-being in rural America

Part of the lack of understanding of the realities about rural America is that there
is no single definition of “rural.”# In fact, various federal agencies use 12 different
official definitions of rural areas. The two most common definitions, from the
White House Office of Management and Budget and the U.S. Census Bureau, are
based on whatever is not considered urban or metropolitan.

The Office of Management and Budget uses metropolitan status, while the
Census Bureau uses population density within a specified geographic unit. Rural
itself is undefined. This leads to significant struggles in rural communities often
hidden from the larger picture of the national economy. Two telling statistics:
85 percent of counties with persistent poverty have entirely rural populations,
and over the past 30 years, these counties have had a poverty rate of at

least 20 percent.s In many of these counties, the poverty rate has exceeded

20 percent for longer than that.

Rural communities score poorly on other measures of well-being as well.
The Economic Innovation Group’s Distressed Communities Index relies on seven
indicators to measure economic well-being, including:

B Educational attainment: The share of the population ages 25 and older
without a high school diploma

Housing availability: The share of habitable housing that is unoccupied

Labor market vibrancy: The share of the prime-age population that is not
currently employed

B Business creation: The percent change in the number of business
establishments over the past five years

® Income levels: The median household income as a share of metro-area
median household income

M Changes in employment: The percent change in the number of jobs over
the past five years

B Poverty rate: The share of the population below the poverty line™
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Based on the results, U.S. counties are sorted into five categories or quintiles. The
top category is defined as Prosperous, followed by Comfortable, Mid-tier, At-risk,
and finally, Distressed. As of 2018, roughly one-quarter of all rural counties—the

greatest share in any category—are considered distressed. (See Figure 1.)
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5 256
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Distressed At risk Mid-tier Comfortable  Prosperous

Note: Rural designation based off of Census definition.

Source: Kennedy 0'Dell, “Redefining Rural: What Rural Prosperity and the Geography of Newly Affluent Rural
Communities Tells Us About Rural Development” (Washington: Economic Innovation Group, 2021).

FIGURE 1
Almost half of rural U.S.
counties are at risk or

distressed

Percent and number of rural
counties within each category in
the Distressed Communities Index,
2018
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Why there are so many
distressed communities
in rural America

The early 20th century saw the rise of industrialization, which led to the migration
of many rural workers and their families from rural agricultural towns to urban
cities.” Then, during the late 2oth and early 21st centuries,® many U.S. firms
relocated overseas, where they were able to take advantage of cheaper labor,
affecting both urban and rural areas.

Consolidation in various industries amid this massive corporate offshoring led to the
extraction of value—of both natural resources and labor—from rural areas, while
diminishing labor market opportunities for rural residents. This consolidation led

to a rise in what economists define as monopsony power (where an employer sets
wages below a competitive market wage), and this further diminished labor market
opportunities in rural places.* Urbanization, along with globalization, led to lower
demand for rural labor as employers looked elsewhere for higher-skilled labor.”

In addition, private capital seldom reaches these communities. Rural businesses
receive less than 1 percent of all venture capital, even though 20 percent of the

U.S. population lives in rural areas.” Similarly, philanthropies direct just 7 percent of
their spending to rural areas. Readily available capital has been further limited by
the drop in the number of rural community banks, often forcing rural businesses
to rely on personal savings to grow.

Then there’s the steady decline in the federal workforce devoted to rural
America. Reductions in the federal workforce is now a salient issue at the start

of the second Trump administration and the launch of its White House-based
Department of Government Efficiency. Yet reductions and reorganizations at
federal institutions focused on rural populations, such as the U.S. Department of
Agriculture, have been ongoing since the Clinton administration and its National
Performance Review initiative.># This policy significantly reduced and continues to
reduce the number of field offices of federal agencies, many in rural areas.
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Population declines in certain rural areas, especially those communities that are
more remote and not near a major metropolitan area, also contribute to challenges
as lower demand for hospitals,* schools,”” and grocery stores results in residents’
difficulty accessing needed services and, in turn, make these communities less
appealing to potential residents. For those residents who do not or cannot leave,
there can be a feeling of abandonment that steers blame toward policymakers.?

Taking all these factors together shows how the national economy has left many
of these communities behind, opening the door for political support of right-wing
populist ideals. Now, let’s turn to proven strategies to reverse these trends.
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Reversing disinvestment
in rural America

While many rural communities are struggling, others are doing well and some are
beginning to experience prosperity. Between 2000 and 2018, several rural counties
experienced budding prosperity, as measured by the Economic Innovation Group’s
most recent Distressed Communities Index.”

Many of these counties are in the Upper Midwest and Northern Plains regions,
both of which tend to be heavily involved in natural resource extraction. One
example is the fracking boom of the early 21st century, though this industry is
susceptible to boom-bust cycles3® Other prospering counties include rural places
that are part of a collection of growing exurban counties around metro areas,
buoyed by population growth.?

So, let’s now look at how other rural communities could create paths to their own
economic prosperity.
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Place-based policy strategy

To help combat the disconnection that many rural areas have from the national
economy, it is important to recognize the assets that exist in all rural communities
and to develop place-relevant programs to leverage these assets. While some rural
communities are more prosperous than others, every rural community has assets
that make it worthy of investment.

One such asset is the people in these places who are talented and have ingenuity
but do not have the opportunity to showcase it. Building off the Community
Capitals Framework, which measures quality of life in communities,® the Urban
Institute developed a taxonomy of rural community assets that highlight the
diversity of rural places.® These assets include energy-rich areas, high-employment
agricultural areas, areas with high civic engagement, areas with strong institutions
(such as institutions of higher education and community facilities), and areas with
natural amenities (such as national and state parks).

Understanding the assets available in rural areas will foster effective investment
that can unleash the potential of these communities and their residents. More
specifically, highlighting the assets present in rural communities can show
private investors how directing capital to places with relevant assets can provide
necessary infrastructure or produce a robust return on their investments.

A three-part strategy can promote effective economic development for rural
communities:

W Pairing a data-driven approach to target investment efficiently with a
community engagement approach so communities can determine their own
paths to prosperity

M Building rural towns’ administrative capacities to facilitate the disbursement
of funds and development of projects in their communities

B Creating a public-private partnership framework to foster investments from
the private sector and philanthropy

Let’s now examine each part in turn, after which | will give two recent examples of
these three strategies acting in tandem.
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Pairing a data-driven approach with
community engagement

The first part of the strategy starts with a data-driven approach that can help
target the communities most in need of the resources that can facilitate either
public or private investment. Several economic indicators, including persistent
poverty and the seven components of the Distressed Communities Index, point to
communities in need of resources. These indicators can be paired with data on any
federal programs providing resources to these communities, such as basic water
and wastewater infrastructure services and high-speed internet access, as well as
economic development programs, such as clean energy investments and business
technical assistance.

Some of the rural communities with persistent poverty may qualify for specific
additional resources. But sometimes these communities do not get any resources,
which means that federal resources are not getting to the places with the
greatest need. To avoid this result and prioritize the communities most in need,
policymakers and stakeholders can use these indicators to identify communities
and the resources they need to facilitate investment.

Resources such as workforce development initiatives, basic infrastructure, and
technical assistance for local businesses can shift the outlook and put them in
a position to prosper. As discussed by Upjohn Institute economist Tim Bartik in
his recent paper for the Washington Center for Equitable Growth, one example
is building business-specific infrastructure, such as high-tech research parks
alongside industrial access roads that can facilitate the movement of supplies,
workers, or output.

Once communities are selected, engagement with the residents in these
communities is vital so that they feel that policy development and execution is
done “with them” and not “to them.” This is important so that residents can see
that the federal government is centering their needs and honoring their lived
experiences, rather than acting on behalf of economic elites alighting in their
communities from elsewhere in the country.

Several federal agencies have regional and field offices where members of rural
communities can work directly with agency officials to learn about available
resources, point out the needs of their communities, and drive investments.
Partnerships between federal and local officials can create a blueprint to drive
investment and funding for projects in these communities.
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Building administrative capacity in rural areas

The second part of the strategy recognizes that directing investment toward

rural areas is not as simple as just sending money to these communities and their
residents. A town must have the capacity to secure public investment, as well as
receive and manage those resources. Many small towns do not have grant writers
who know how to navigate 100-page federal applications or experts who can write
feasibility studies. It also is difficult for private businesses and entrepreneurs to get
loans or loan guarantees when they often live in a banking desert.®

Small towns in rural areas need a strategy to build their administrative capacities.
It is therefore imperative to connect rural communities to institutions—whether
federal, state, or local government entities or nongovernmental organizations—
that have the resources to help these communities access investment dollars.
Many large metropolitan areas have planning departments that guide cities when
they apply for federal funding, for instance. Creating a similar structure supported
by the federal government for small towns and rural areas would help foster
investment and growth.

Fostering public-private partnerships

The third part of the strategy recognizes that it is not solely the role of the federal
government to foster economic development in rural areas. The private and
philanthropic sectors can play vital roles. Yet these groups often do not know
where or in whom to invest. There is therefore a need to create a unique public-
private platform that can connect these groups with projects in rural communities.

The first two parts of the strategy naturally lead into this third part, where

collaboration between federal and local officials in determining the needs of their
rural communities and developing projects for these communities can provide an
avenue for the private and philanthropic sectors to bring their resources to bear.
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This three-part strategy in action

Two federal programs launched by the Biden administration exemplify these three
strategies in action together in rural America. One is the Recompete Pilot Program,
with one telling initiative in eastern Kentucky. The other is the Rural Partners
Network initiative, with a successful effort to highlight in Mississippi.

The Recompete Pilot Program

The Recompete Pilot Program is part of the CHIPS and Science Act of 2022,
with a special focus on rural places.3® One of its projects is the Eastern Kentucky
Runway Recompete Plan, led by the nonprofit Shaping Our Appalachian Region,
or SOAR. Eastern Kentucky is a rural region that has experienced significant job
losses due to the demise of the local coal industry. The community is located in
a region with persistent poverty but also has two large health care employers
that could foster job growth.

SOAR was awarded $40 million in August 2024 to establish two new health care
training facilities for well-paying jobs in nursing that will support the area’s health
care centers. This project also will support a business incubator for regional
firms that will provide physical space, technical assistance, and capital through a
revolving loan fund.

This is a telling example of this strategy in practice—where a community was
targeted through data identifying it as a distressed community with valuable
assets and then working with the community through SOAR. The funding of this
community-driven project by the federal government will promote economic
development, leading to a revitalization of eastern Kentucky.

So far, this program continues to be funded under the second Trump
administration, though with reduced staff.

Rural Partners Network initiative

The Biden administration employed another version of this strategy, with a
goal of facilitating greater investment in rural communities, particularly those
considered “left behind” as a result of persistent poverty. Called the Rural
Partners Network, or RPN, this initiative recognized that the lack of capacity is
one of the biggest obstacles for rural areas to access resources from both the
public and private sectors.
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The Rural Partners Network was a collaboration between the federal government
and local civic organizations to build capacity in a select set of communities and
provide technical assistance through an online resource that offered a one-stop
shop for communities to learn about available federal resources. Dedicated federal
RPN staff, known as community liaisons, worked with a community to identify
projects where help was needed. These community liaisons worked with rural desk
officers—staff from nearly 20 federal agencies with deep knowledge of agency
programs—to identify the program or set of programs that best served those needs.

Though the RPN initiative has largely been shuttered by the Trump administration,
it is a model for delivering resources to places that lack the capacity and ability to
take advantage of federal resources. This model has the added benefit of helping
the private sector and philanthropy direct their funding and expertise to rural
communities. The Rural Partners Network, between fiscal years 2023 and 2024, was
responsible for $1.3 billion in public investments over nearly 6,000 investments in 10
states and Puerto Rico and created nearly 4,000 new partnerships. This shows the
potential for much more significant investments to flow into rural communities.

One example of the RPN initiative in action is in Mississippi, where community
networks in the northwestern Delta region of the state developed a plan to install
photovoltaic solar systems that would generate nearly 1 million kilowatts hours of
electricity per year. Other projects in Mississippi include funding for deployment of
fiber-to-the-premises network that will connect households, farms, businesses, and
public schools. These types of infrastructure investments will provide a foundation
for these communities to support future economic development.

15
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Conclusion

The disinvestment in rural areas under the current administration provides an
opportunity for policymakers in the U.S. Congress to tout a proven place-based
approach to boosting economic growth. This essay outlines a three-pronged,
place-based strategy for economic development that recognizes that assets exist
in all rural communities and partners with the community in employing these
assets to advance rural prosperity. This strategy has been employed through the
Rural Partners Network initiative that has brought funding and local and national
partners to underserved communities across the United States. The strategy
was also employed in the CHIPS and Science Act through the Recompete Pilot
Program that directed funding to rural places.

While this strategy has been rolled back under the Trump administration, the
opportunity is there for future policymakers. To take advantage of it, policymakers
must recognize the value and assets in rural places, which are primarily the
communities’ people. Recognizing these assets will go a long way to revitalizing
these communities and garnering the support that has lagged for decades.
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