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A Report to the 77th Legislature

INTRODUCTION

Whenwevisudizerurd Texas, our mind' seye hasno troublefinding familiar images: cattle grazing on open
praries, oil wels quietly pumping wedthfrom the ground, greet forests, quaint townswherellifeislived at
ahuman pace, hills and lakes, white-tail deer and jack rabhits.

Further reflection might remind us of another sde of rurd Texas: post offices and hospitas closed or
consolidated, home-owned cafes, department stores and banksreplaced by nationa chains, thegraduating
classthat gets smdler each year, downtowns by-passed by highway loops, and empty storefrontson main
dreets. In many Texas towns, the last picture show has, in fact, closed.

Thereistruth in both images.

Texans remain great producers of cattle, row crops, timber and hydrocarbons. Rurd Texansdo enjoy a
lifestyle substantialy free from sprawl, ozone and congestion, and they are more attuned to the wegther and
seasons than to pagers, email and the nationa news. Our small towns and natura resources are sought
out by rura and urban Texans dike for recreetion and relaxation.

But the numbers do not lie. Fewer Texanslivein the “country” today, asrurd mainstay industriesrequire
lessand lesslabor. Although agricultura production hasincreased dramatically, new technologies require
fewer workers, and the population living and working on farms and ranches has plummeted. The oil and
gasindudtry is dways cydicd, but reserves and
production have declined since 1972 and will
continue to do so. Inthelong term, employment | Together, agriculture and mining

and tax bases decline with them. countieswill constitute less than half of
all rural Texas counties. In the past 30
Our sense about the state of our mainstay | years, morerural jobs have been created in
industriesis heightened by therecent eventsover | manufacturing, non-agricultural service
which we have no control: the recent drought, | industries and government than in

the ail price crisisin 1999, the Freedom to Farm
Act in 1996, and low commodity prices.
Globalizationmakes producersin both industries
price takers, and both are subject to dramatic fluctuations over relaively short periods of time.!

! Texas Comptroller of Public Accounts. Rural Texasin Transition, Draft Report Submitted to the House
Select Committee on Rural Devel opment. Strategic Research Division, June 2000. p.3.
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In 1950 the U.S. Department of Agriculture (USDA) classified over 2,000 U.S. counties as “farming
dependent.” By the same definition today, only 556 counties are so classified.? This statistic, very smply,
illugrates the trangtion in rurd America

Agricultureand oil and gasdo not dominate the rurd economy asthey oncedid. USDA currently classifies
196 Texas counties as non-metropolitan. Only one-third (65) of these are “farming-dependent” and
another 30 are“ mining-dependent.” Together, agriculture and mining countieswill condtitute lessthan half
of dl rurd Texas counties (see Appendix A and Figure 1, Part Two). Inthe past 30 years, morerura jobs
have been created in manufacturing, non-agricultura service industries and government than in agriculture
or oil and gas?

While the economy of Texasis more diversethan in earlier times, it isaso regiondly diverse. Agriculture
and minerd extraction are dill powerful forces from the Panhandle down through Permian Basin. Of the
95 farming and mining counties mentioned above, 73 of them are west of a line from Laredo to Wichita
Fdls. However, we shdl see that there are sgnificant differences in such key factors as income and
population growth even within thisregion. East Texas on the other hand istruly diverse. It has just four
amall “farming-dependent” counties and three “mining-dependent” counties. In addition, Sx counties are
“service-dependent,” eight are* manufacturing- dependent,” five are* government-dependent,” and 20 are
so diverse that they do not reach any of the USDA thresholds, i.e, they are “non-specidized.” South
Texas is dmilarly diverse, with severd counties in dl categories except manufecturing.  Findly, rurd
counties adjacent to mgjor metro areas are sgnificantly different from those countiesthat are more remote.

Theface of rurd Texasis changing aswell. Anglosin rural Texas are dedlining in number and increasing
in age, while ethnic minority populaions are younger and growing in number.* And whilewe may wishto
look the other way, USDA classifies 72 rurd counties as being in “persstent poverty,” in which over 20
percent of the population was below federaly defined poverty levels in each of the years 1960, 1970,
1980, and 1990 (see Part Two). Twenty-five of the 72 are in the South Texas/Border region.

These numbersamply illustrate that rurd Texas, Smply sated, isinagtate of trangtion. Itisnot dying, but
it is changing profoundly. Such changeisnorma and ongoing asindividuass, businesses, communities and
industries struggle to adapt to changing conditions in the broader economy.

Many rurd aress are benefitting from Texans and others enjoyment of the land, sky, fresh air and

2 Mark Drabenstott, “ Meeting a New Century of Challengesin Rural America.” December 1999. The
Region. Federal Reserve Bank of Minneapolis. Minneapolis, Minnesota. p. 18.

3 Texas Comptroller of Public Accounts. Rural Texasin Transition, Draft Report Submitted to the House
Select Committee on Rural Development. Strategic Research Division, June 2000. p.15.

4 Center for Demographic and Socioeconomic Research and Education. Demographic and Socioeconomic
Changein Rural Texas: A report prepared for the House Select Committee on Rural Development. Steve H.
Murdock, Tami Swanson, Md. Nazrul Hoque, Beverly Pecotte, and Steve White. Department of Rural Sociology,
Texas A&M University, College Station, Texas. June 2000. pp. 10-11.
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unhurried lifestyle to find renewed prosperity. Like agriculture and minerd extraction, many of our
trangtionindustries are rooted in the land and its natural resources, including tourism, camping and hiking,
retirement, hunting and fishing, exotic game and summer camps. In other communities, manufacturing,
telemarketing and data processing is helping.

Government continues to be an economic pillar in rurd areas, providing jobs in education, state and local
governments, and hedth-care inditutions. Governments adso provide much of the income in rurd aress
through various transfer payments such as socid security, Temporary Assstance to Needy Families,
Medicad and Medicare and farm supports. Even
state projects have buoyed employment and
incomein selected areas. Notably, the state spent
over two billion dollars building new prisonsin the
1990s, much of it in rura counties.

The future of each community liesto a
remarkable degree in the hands and hearts
of itsresidents and their leaders. A
community that is organized for action,
that appreciatesits own history and
potential, where leaders know how to plan
and work together for common goals, is
likely to succeed.

The fortunes of rurd Texans differ from region to
region and, equaly important, from town to town
within regions. Some communities progper while
othersjust hold on or lose ground.

The future of each community liesto aremarkable
degree in the hands and hearts of its resdentsand their leaders. A community that isorganized for action,
that appreciates its own history and potential, where leaders know how to plan and work together for
common godls, islikely to succeed. State dollars and programs are highly leveraged in such settings, and
the state resources dramatically enhancetheefficiency of locd effort. Ontheother hand, communitiesthat
have few or none of these qualitiesdrift toward aculture of dependence, where state and federa resources
are inefficiently absorbed and produce little return on investment.

What isRural?

This question has been much discussed, generdly in frudtration. There are many definitions of rurd, and
no one definition can suit the needs and purposes of each person or governmental agency. Inevitably, a
definition of what is rurd isin the eye of the beholder, which is why a uniform definition cannot meet all
needs.

The Sdect Committee sideaof rurd ispartidly communicated inan ad hoc list of “thingsyou find in rurd
Texas” compiled informaly by the members a their first hearing: agriculture, co-ops, volunteer fire
departments, propane, water wells, clean air, septic tanks, farm-to-market roads, property rightsand fish-

fries

M ost academic and governmental research on rural issuesis based onthe U.S. Office of Management and
Budget’'s (OMB) designation of metropolitan gatistica areas (MSAS). The MSA concept is described
by Dr. Steve Murdock in Part Two of this report and they are listed in Appendix C (p. 79).
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According to the OMB, Texas has 58 “ metropolitan” counties and 196 “non-metropolitan” counties. It
is noteworthy that OMB does not define “rurd,” but only “metropolitan.” “Rurd” is presumably included
inthe resdud category “non-metropolitan.”

The Sdect Committee wishes to recognize that areas tha are thoroughly rural may be found within the
boundaries of some counties designated asmetropolitan, especidly inthesmaler metropolitan countiesand
inthose suburban countiesthat are apart of many MSAs. The Sdect Committee sdefinition of rurd uses
the OMB definition as a garting point, then expands on it.

Anaeaisrural if:
(1) itisoutside the boundaries of a Metropolitan Statistical Area (MSA); or

(2) itiswithin the boundaries of anMSA, but has a population of not more than 20,000
and does not share boundaries with an urbanized area.

An*“urbanized area’ comprisesoneor more centra placesand the adjacent densely settled
surrounding territory, the “urban fringe” that together have a minimum population of
50,000 persons. The urban fringe generdly conssts of contiguous territory having a
dengity of at least 1,000 persons per square mile.

As a practica matter, Select Committee members principa focus has been on the problems of
communities smaler than 20,000 people, often much smaller and remote from centrd cities and their
suburban fringes.

The Sdect Committee sWork

The House Select Committee on Rural Devel opment was created by Speaker Pete Laney in January 2000.
Without exception, the Sdect Committee' s members have served with a sense of misson and have
committed many hoursto its work.

The Sdect Committee conducted six public hearings dedling with mgor issuesin rurd Texas. economic
development, transportation, water and natura resources, agriculture, oil and gas, hedth-care, education,
telecommunications and housing. Membersand staff a so reviewed the research and popular literature and
conducted numerous interviews with interested experts.

The Sdlect Committee’ sgoal has been to conduct a horizon-to-horizon search for ways state government
can improve the quaity of lifein rurd Texas.

Concern about rural areas is not new or limited to Texas. We expected to find that other states had
conducted comprehensive studies smilar to ours, and that there would be models to follow.

There is extensve research on rurd issues that has proved very helpful. Most notably, the U.S.
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Department of Agriculture (USDA) and the Rurd Policy Research Indtitute (RUPRI) havelong conducted
rurd research. Texas A&M University isvery active in the field and has provided expert information on
many topics.

However, despite the numerous centers and ingtitutes across America, we have not found others engaged
in exactly the kind of review the Sdlect Committee has undertaken.® To a large extent, the Select
Committee has had to learn by doing. The work has been rewarding, but we recognize it is only a
beginning.  The number and complexity of the issues require a longer-term commitment and more
resources.

Part One provides an overview and aframework for rurd policy. Thiswork was prepared at the Select
Committee' s request by Dr. Ron Knutson of the Agriculture and Food Policy Center a Texas A&M
Universty. Whilethe Select Committee studies focused on more concrete problems and i ssues, thiswork
established a broader context that both complements our work and, we believe, greatly addsto it. For
those reasons, we present it here as submitted with only minor modifications.

Dr. Steve Murdock is the Texas State Demographer and on the faculty of the Department of Rurd
Sociology a TexasA&M University. To assist the Select Committee, Dr. Murdock and his staff prepared
three research reports deding with demographic and economic changesin rurd counties® These works
have been invaduable to our understanding of rurd aress, particularly the differences among regionswithin
rurd Texas. Part Two isasummary of the three reports submitted.

Part Three highlights the principa findings and recommendetions of the Select Committee, and Part Four
details further issues raised in the various sectors reviewed.

The Sdlect Committee regards thiswork as astarting point, not thefinal word. Inmany areaswe highlight

5http://www.kc.frb.org/RuraI Center/RuraMain (Center for the Study of Rural Affairs, Kansas City Federal
Reserve Bank)

http://www.rupri.org/ (Rural Policy Research Institute)

http://www.card.iastate (Iowa state)

6 Center for Demographic and Socioeconomic Research and Education. Demographic and Socioeconomic
Changein Rural Texas: A report prepared for the House Select Committee on Rural Development. SteveH.
Murdock, Tami Swenson, Md. Nazrul Hoque, Beverly Pecotte, and Steve White. Department of Rural Sociology,
Texas A&M University, College Station, Texas. June 2000.

Center for Demographic and Socioeconomic Research and Education. Nonmetropolitan Country Clusters: An
Examination of Demographic and Socioeconomic Patternsin Different Types of Nonmetropolitan Countiesin
Texas Report to the Texas House Select Committee on Rural Development. Tami Swenson, Steve H. Murdock and
Steve White. Department of Rural Sociology, Texas A& M University. June 2000.

Center for Demographic and Socioeconomic Research and Education. Rural Areasin Texas: A Tabular and
Graphical Presentation of Data on Selected Demographic and Socioeconomic Characteristics of
Nonmetropolitan Countiesin Texas. Report to the Texas House Select Committee on Rural Development. Tami
Swenson, Steve H. Murdock and Steve White. Department of Rural Sociology, Texas A&M University. June 2000.
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issues of concern without having specific recommendations. Sdect Committee members and gaff will
continue to study theseissues. In addition, there are issues the Sdect Committee smply did not pursueto
great depth due to time and resource limitations.

In the case of some of rurd Texas most persstent problems, the Select Committee defers to other
committees that have more experience. This would include county road funding, most water issues and
agriculturepolicy. For example, the 76th Legidature created aJoint I nterim Agriculture Policy Committee,
and the Select Committee seeslittleva ue in attempting to duplicatework. Rather, we commend theefforts
of that Committee to the attention of readers and the 77th Legidature. The Sdect Committee did not
address public education becauseit is subject to constant debate, and rural congtituenciesarefully engaged
in those debates.

Inaddition, the Comptroller of Public Accounts produced “ Rurd Texasin Trangtion,” adraft report which
contains extensive research and andysisof rurd Texas, especidly the agriculture and oil and gas sectors.
The Sdect Committee especidly thanks the Comptroller and her saff for this assstance, and we strongly
commend their study to readers.

We dso thank dl those who provided testimony and information in numerous other ways to the Sdlect
Committee and our gtaff. These include state agency offidds, univeraty faculty, locd officdsand citizens
and private sector and associ ation experts too numerous to mention. Without the help of these interested
citizens, our work would have been much lessthanitis.
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PART ONE*
RURAL DEVELOPMENT POLICY

Rura development policy isadiverse sat of government programstargeted to serve people and businesses
inrura/non-metropolitan areas. Although rurd issues are often seeninterms of agriculture policy, they are
that and much more. Rura policy encompasses economic development, the environment, educetion,
heslth-care, socid services, infrastructure and communication policies. In addition, it includes programs
designed to build the capacity of rurd residents to cope with change, as well as issues designed to build
problem-solving and leadership capecity in the adult population. All levelsof government -- federa, State
and locd -- have a hand in developing and implementing rura policy, and cooperation and coordination
are essentia to maximize the effectiveness of policy programs.

What is Unique About Rural?

Texasis an urban ate with more than 80 percent of the people living in metropolitan counties. Policies
designed for urban areas may not trandate well into solving the problems of rurd areasbecauserurd aress
have their own unique qudities. Generdly, rurd areas have a more narrow economy primarily based in
natural resources such as agriculture, forestry, energy and mining. These naturd resource industries tend
to be more economicaly unstablewith higher than
average rates of unemployment and
underemployment. At the extractive sagesthese . .
industries dlso have a higher proportion of low levelsfor rural policy formulation or

wage and low skill jobs than a the upstream implementation, which resultsin
vaue-added stages. fragmented policies spread among a
myriad of governmental agencies.

Thereisno focal point at state or federal

Rurd areas are more sparsely populated than
urban areas. While sparse population has its
amenities, it imposes higher costs of providing for dmost al government services. The same leve of
government services cost more per capitato deliver in rurd than in urban areas.  This fact runs contrary
to the perception of many who believe equity is achieved by equal expenditures per capita

Rurd areas draw from a smaller leadership pool, requiring loca leaders to assume mgor rolesin severd
organizations. In addition, a smdl leadership pool requires governmental and non-governmenta
organizations to rely more on volunteers.

*Part One was prepared by Dr. Ronald Knutson, Agriculture and Food Policy Center, Texas A&M
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Universty, at the request of the Sdect Committee on Rural Devel opment.

Thereisnofoca point a sate or federd levelsfor rurd policy formulation or implementation, which results
in fragmented policies oread among amyriad of governmenta agencies. At thelegidativelevd, thereare
no committees on rurd affairs, and agricultura committees frequently are supposed to carry therura load,
which might help to explain why agricultura policy and rurd policy are often equated.

History of Rural Policy

In order to better design aframework for rurd policy in the future, it is essentid to understand the lessons

of the past.

Federal Rural Initiatives

It is possible to both overstate and understate the role of the federad government in rural development.
Although federd policies have had a mgor impact in certain areas, only a few areas have received
sugtained federa commitment. More often than not, federa funding for specific rurd initiatives has
dissipated within ayear or two, and where it has been sustained it has not been specifically targeted torura
aess. Therefore, it isdifficult to articulate afedera rurd development policy. Nevertheless, over timeit
isfederd regulatory policy that has set thetonefor rurd initiatives at thetateand local levels. Federd rurd
development policy is divided into the following five periods and program thrusts outlined below:

Early settlement and expansion of rural services. Arguably, whenthe U.S. wasfirst settled, al policy
was rural policy because dl areaswere rurd. Some of the earliest development programs involved the
settlement of rurd aress, like the Homestead Act, the granting of land to railroads and the creation of our
land grant universty sysems. Of these programs, the most enduring has been the land grant university
systems. Although, since the 1970s, federd support for its agricultural experiment stations and extension
services has declined markedly in terms of dollars with constant purchasing power. States have been
forced to pick up the dack and, in many dates, service levels have declined.

New Deal expansion of thefederal role. Inaddition to numerousfedera programs designed to get the
U.S. economy back on track during the Great Depression, the government took a larger role in solving
rurd problems. In additionto the establishment of sectord farm programs, mgor rurd initiativesincluded
rurd dectrification, telephones, rura mail ddivery, farm credit, water retention systems (dams) and
distribution systems and many government work program projects. All of these programs stimulated the
development of rurd areas. Severd of these programstill exist today, although, except for farm subsidies,
ther level of financia support has declined.

Great Society programs. During the Great Society era, many programs were established under the
leadership of President Johnson to benefit the poor and disadvantaged, regardless of their location. These
programs includefood stamps, Aid to Familieswith Dependent Children, the Women, Infantsand Children
Program, child nutrition, job training and smdl busness loans. While wel intended to reach dl
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disadvantaged individuas, these programs were less effective in reaching rural areas because they falled
to recognize its uniqueness.

New Federalism. Inthe 1980s, the new federd government philosophy of New Federdism decentrdized
rurd decison-making and shifted it to the state and locd level. Under the New Federdism, even the
private sector was given mgor respongbility for the economic wedfare of the citizens. Consistent with that
philosophy, block grants were made to states and to metropolitan areas. However, over time few
programs were specificaly targeted for rurd areas and few enjoyed sustained funding. The result wasthat
many issues facing rurad America had transcended the resources and power of individuas and loca
communities to ded with them effectively.

Unfunded mandates. In the 1990s, many rura communities smply did not have the resourcesto carry
out the federal socid and environmental mandates handed to the state and locad governments. Local
governments have found it much more difficult and costly on a per capita bads to comply with federd
mandates addressing access to socia services, prisons, waste disposa and water quality. Fundsdiverted
to comply with the federa mandates left little for maintaining rura roads and bridges, hedth-care and
education, which have deteriorated. Alleged efforts to ded with rura issues, such as the Fund for Rurd
America, weretoo little, and funding did not go beyond theinitia appropriation.

Texas Rural Initiatives

Texasrurd policy has three basic characteridtics: it generdly followsthefederd lead by leveraging federd
funding, when available; it has never developed into acomprehensive strategy and has been characterized
by afew strong ad hoc initiatives designed to address particular needs; and, like federd policy, it hasbeen
carried out by a number of reaively autonomous agencies with no centra adminigrative leadership,
coordination, or thrust.

Because of thetendency for Texaspolicy tofollow the Washington lead, thefollowing sequence of program
developments looks much like that of the federal government, with afew notable exceptions.

Egtablishing and maintaining land grant university systems in the face of declining federal
support. Fromits very beginning, Texas took advantage of the provisons of federd legidation providing
for the Texas Agriculturd Experiment Station and the Texas Agricultural Extenson Service. The programs
of these indtitutions were broadly designed to address the problems confronting Texas farmers, ranchers
and rurd agribusinesses. This base of support contributed significantly to Texas becoming thethird largest
agricultural state even though its commodities were produced under adverse westher conditions.

Developing a system of farm-to-market roads. The broad spans of Texas required, and continueto
require, that Texas farmers and ranchers have access to a high quality system of roads and bridges
designed to move productsfrom itsfarmsand ranchesto domestic and internationa markets. Onceknown
for having one of the best farm-to-market road systemsin the nation, thisis no longer the case, since over
time the date has failed to maintain many of its roads and bridges, especidly in rurd aress.

Responding toincreasing feder al regulatory standar ds. The 1970sbeganthreedecadesof increasing
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federa requirementsfor rurd communitiesto comply with higher federa sandardsfor jals, water, sewer,
solid waste management and, more recently, wetlands and habitat for endangered species. Theresult was
to further dress rura communities, many of which had dready begun to experience reduced population.

The Community Development Block Grant Program (CDBG) created through the federal Housing and
Community Development Act of 1974 sendsmoney to the statesfor devel opment purposes. Metropolitan
areas, cities of 50,000 or more, or counties of 200,000 or more, receive this support directly. Smaler
counties and cities must access funds through the * non-entitlement program” or “ States and Smal Cities
Program,” which provides federd funds directly to states that distribute funds on a competitive and as-
needed basis. The Texas Department of Housing and Community Affairs(TDHCA) administersthe Texas
non-entitlement CDBG program for non-metropolitan cities and counties throughout the state. Over half
of these funds are administered through the 24 gtate planning regions (Councils of Government), with the
remainder being administered ether directly by TDHCA or through an interagency agreement with the
Texas Department of Economic Development (Texas Capital Fund). In addition, the Texas Water
Development Board provides low interest |loans to rural communities for water and wastewater projects.
In any event, it is doubtful that there will ever be enough money from either sate or federa sourcesto
provide adequate infrastructure support.

Ddlivering business development assistanceto rural Texascommunities. Economic adverstiesin
the 1980s brought an income and credit crisis to rura Texas communities and clearly demondrated the
need for assertive rura business development. In 1980, Congress created Smdl Business Devel opment
Centers, as a joint initiative with a locad government and/or an educationd ingtitution to reech into
underserved areas. These centers provided access to the business training and financing assistance
avalable from the Small Business Adminidration. While this was afederd initiative, theloca partnership
created a decidedly locdl flavor.

At about the same time, the Nationd Trust for Higtoric Preservation initiated the Nationa Main Street
Program, with the Texas Main Street Program being one of the first state programs.  This program,
conducted under the authority of the Texas Historicad Commisson, has provided vauable assstance to
main street businessesacross Texas. Inthe 1980s, the Resource, Conservation and Development Didtricts
of theU.S. Department of Agricultureacquired an expanded mandateto includearura development focus.
Like the programs above, thisis afederd initiative, but the committee memberships give alocd flavor to
the program.

State initiatives for business development include programs a the Texas Department of Economic
Development to expand and retain business and to assst with infrastructure development targeted at
businessrecruiting. The Department dso engagesin businessrecruiting at the datelevd. Complementing
these activitieswas adecision by the Texas Legidaturein 1989 alowing communitiesto collect upto ahalf-
apenny salestax for devel opment purposes. Most of the proceedsfrom these taxesare used for recruiting
new businesses.

While these combined efforts are beginning to have postive impacts, the number of communities and
businesses being effectively reached is smdl relative to the dimensions of the problem. Of particular
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concern isthe inability of the sate to effectively expand vaue-added business activities based on Texas
datus as a mgor agriculturd state despite initiatives of Texas Department of Agriculture and the Texas
Agriculturd Finance Authority (TAFA).

Medical servicesfor theagingrural Texaspopulation. Gettingmedica servicesto sparsaly popul ated
rurd Texashasbeenamgor chalenge. Largeinvestmentshave been madein medicd facilitiesin Lubbock
and Amarillo. The Center for Rurd Hedth Initiatives, established by the Texas Legidature in 1989, has
made sgnificant contributions in this area, but the chalenges seem to be outpacing the resources. While
not yet solving the problems of serving rurd Texans, thisis an areawhere positive steps have been made.

Challenges of rural telecommunications. In the first two decades of the 21% century, the major
chdlenge affecting the surviva of rurd communities involves high-speed Internet access. In 1995, the
Texas Legidature established the Telecommunications Infrastructure Fund (T1F) to serve schools, libraries
and hedth-care facilities. This forward-thinking policy has provided substantid assstance, but the
problems still persst. Because of thelack of Internet access, rura areas use computersat alower ratethan
urban areas. Yet business expangon in rurd aress is highly dependent on the existence of high-speed
Internet access to sdl products in broader markets where consumers are located. Advanced
telecommuni cations technology may not be sufficient without additiona training to open new markets for
rurd areas, but accessto this and other eectronic communication technology is a necessary condition for
rural success.

Status of the Rural Texas Economy

The 1990s have been a decade of unprecedented prosperity in Texas, asin the rest of the United States.
However, much of rurd Texas, particularly the western haf of Texas, has not shared in this prosperity
(Figure 1). In fact, 42 western Texas counties
Significant segments of rural Texas have experienced a declinein redl totdl income. Most
not shared in the prosperity experienced of the other counties in West Texas experienced

by the remainder of Texas or the United an increase in rea income of less than 185

States as awhole. These problems are percent from 1990 to 1998.
very deep-rooted. Thereisaneed for a o _
more assertive and better coordinated Figure 2 indicates that dow income growth has

resulted in a decline in population throughout
roughly the same areas where income has
declined. Thereare 57 countiesin western Texas
where population declined during the period
from1990 to 1998. Only nine other counties experienced a population decline. Not only did thisincome
decline contribute to the population exodus, but the population exodus aso caused income to decline.

comprehensive policy.

Figure 3 converts the dataon which Figures 1 and 2 are based to aper capitabass. Asinthe caseof tota
income, 42 western Texas counties experienced adecline in red per capitaincome. Most other western
Texas counties experienced less than an 11 percent increase in per capitared income.
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Figure 4 illudtrates that the problem of population decline has existed in western Texas since at least the
1960s. Theimportant point isthat despite the sectoral farm programs, the various federdly financed Sate
initiatives and the strong ete initiatives in areas such asrura hedlth paolicy, the problems ill pers<.

Sgnificant segmentsof rural Texashavenot sharedinthe prosperity experienced by the remainder of Texas
or the United States as a whole. These problems are very deep-rooted. There is a need for a more
assertive and better coordinated comprehensive palicy.

Developing A Comprehensive Rural Policy

This section suggests directions for waysto design and improve arurd policy for Texas. Itisnot intended
to be prescriptive, but to place options in a context for achieving baance, inclusveness and equity in the
treatment of rura aress.

Solvingthe problemsof rural communitiesrequiresabroad, comprenengvedrategy. Theproblemsof rurd
Texas are sufficiently complex that the current patchwork of state and federal programs directed at
agriculture, socid services, hedth-care and economic development have not been adequate.

Goals and Objectives

The overdl god of acomprehensverurd policy should involvethe simulation of private-sector investment
inrural Texasto provide long-term solutions to rurd problems. Specific objectivesinclude:

. Building human capital, management, leader ship and decision-making capabilities. Rurd
communities will not survive if they do not have the skills needed to be competitive in a globa
marketplace. Management, leadership and decision-making skillsare essentia in thiseraof broad
geographic retail markets radiating from urban centers, global product markets, and computer-
based communications and decision processes.

. Providing equity of service and opportunity to all rural residents. This requires specific
targeting of programs because, on a per capita bagss, it usudly costs more to deliver the same
package of servicesin rura areasthan in urban aress.

. Making rural Texasan attractiveplaceto liveand work. Someprograms, such asthe Texas
Main Street Program, were specificaly designed to enhancethe esthetic value of rura communities,
thus heping to stem the flight of shoppersfromarura downtown to urban mals. More of these
types of initiatives are needed to increase the atractiveness of rurd Texas as a place to live and
work.

. Using natur al resour cestothebenefit of rural resdentsand thegeneral public. Sincerura
areas tend to be abundant in natural resources, thisshould not bedl that difficult. However, al too
often these resources are exported from rurd areas in their raw form with little loca income or
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employment benefits.
Dimensions of a Comprehensive Rural Policy

Rura development policy is specificdly oriented toward the needs of rurd communities and is much
broader than individua sector policy areas such as agriculture. While agriculture policy can have alarge
effect on rurd aress, it isnot equivaent to rura policy. Rurd policy includesthefollowing basic dements.

Infragtructure Policy. Developing rurd physica infrastructures is an essentia dimension of rurd
development policy. Asindicated previoudy, compliance with federd mandatesfor prisons, water, sewer
and solid waste services has had the effect of sphoning critical resources from education, farm-to-market
roads and bridges. At the same time, the computer-based communications era requires an update of the
telecommunications infrastructure, aneed that isnot being met inrural Texas. In many respects, rurd roads
and telecommunications face the same problem that rural ectrification did inthe 1930s. That is, because
of an increasingly sparse population due to out-migration, the cost of providing quaity service on a per
capitabagsismany timeshigher thanin urban areas. Aswith the development of rura eectric associations
in the 1930s, and the addition of telephone associations in the 1940s, a co-operative form of business
organization may be the gppropriate vehicle to provide enhanced td ecommunications technology to rurd
aress.

Rural BusinessDevelopment Policy. Higoricdly, thethrust of rura business development policies, like
that of urban development, has been recruiting new industries.  The tools for recruiting have tended to
emphasize the congtruction of industria parks, provisonfor therelated facilitiesand tax concessions. Every
rura and urban community had high on their list the recruiting of computer-based firmsor prisons. Largely
ignored were the needs required to retain and maintain current businesses and to attract or establish
bus nesses having abase in the natura resources of the rural community. Also ignored wasthe redity that
every business is dependent on quaified managers within a well-educated and trained labor force. The
essentid dements missing in acomprehensive rurd business development policy include:

Management training. Rura areas need small business management education programs
specificdly targeted to their needs. Existing business management programs tend to emphasize
specidized techniques employed by larger businesses that predominate in metropolitan areas and
the nationa economy, and give little or no atention to cooperatives or other group effortsthat tie
the local resources to the value-added business.

Management services. The lack of basic busness sarvicesin rura areas will likely require a
variety of public-private partnership centers, aso known as business incubators that share
specidized busness/office equipment and offer avariety of services, including developing business
plans, marketing plans, feasibility studies and cash flow assessments. Often these can be carried
out through linkages with educationd ingtitutions and the Extenson Service.

Capital availability. Accessto both debt and venture capital isaproblem for any business, but
paticularly for ardatively isolated rurd busness. Variousforms of venture capital pools may be
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developed to equitably share the investment costs associated with rural business development. In

addition, federd or state |oan guarantees may be provided to firmsthat have undergone objective

feagbility assessment and planning.
Rural Education and Retraining Policy. Human resource development is the foundation of rurd
development. For smdler rurd communities, investments in business development are likely to be
successful only if complemented by investmentsin basi ¢ education, adult retraining and job-related training.
Although thereturnsto investmentsin education are demonstrably high, rural communities often experience
low benefit-cost ratios because students educated with considerablelocal investment and sacrifice migrate
to urban centers. This means that urban communities often redlize the benefits of education investments
made in rurd aress.

The biggest problem facing rura Texas schools comes from rapidly declining population and the resulting
student and resource base loss that is necessary to attract and maintain quality teachers. School digtrict
consolidation is not necessarily the answer because of distance limitations. Rural schools are often a
primary focal point for rurd communities and, in some cases, their reason for existing. Three Strategies
warrant sudy for state support:

. Devedoping an equitable system for sharing the costs of education between rura and urban digtricts

. Sharing of teachers, adminigtrations, speciaists and joint purchasing of equipment and supplies

. Usng the Internet and variousforms of distance learning technologies (It isessentid that advanced
service telecommunications infrastructure be available in rurd areas not only for long-distance
learning programs but also for rurd businesses and telemedicine.)

With rgpidly changing technology, continuing adult education is as important astheeducation of children.
Rura schools can become the focal point for such adult training and retraining. There are severa federd
programs, such as the Workforce Investment Act and Pell grants, that could be used to complement well-
designed and supported state programs.  Such incentives are particularly important in rurd areas where
sparse populationsmakeit essentid that existing human and physica resourcesareeffectively and efficiently
utilized.

Rural Health Policy. Rura hedth policy issues are as complex as those of rurd education. These
complexities result from an aging rura population. While many steps have been taken to ded with the
unique issues of rurd hedlth-care, additiond investmentswill be required both to bring hedth-carefacilities
to rura people and to bring rura people to hedth-care facilities. While cost containment has become a
magor federal concern, rura hedth-care inherently contains cost factorsthat are multiplesof urban hedth-
care. Urban resdents have an interest in a quality rura hedth-care system as well when they need to
access medicd carewhile traveling in rurd aress, or if they retire to arurd community.

Resource Policy. Itisessentia for rural producersto add value to raw products, not just produce raw
materids. While every community would liketo attract acomputer-manufacturing firm, thisisan unredligtic
goal for rurd counties. A more redistic god is to add value to products produced within the region,
whether they arefrom agriculture or energy. However, adding value requires good informetion at the loca
level to make strategic value-added decisions. One reason that Texas natural resources are exported to
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other regions isthat the loca ability to anayze capacity and to judge the potentid for successin the area
isjust not available. Thisis one reason for the failure of vaue-added initiatives that have been pursued.
The huge burden of assessment is l&ft to volunteers who are expected to invest substantid human and
monetary capita for the public good. Public resources could be invested to fill this void, and to meet
andytica requirements for sound strategic decison- making that adds value to the rural resource base.

Rural Poverty Policy. Poverty isadrain on the resource base of Texas. There are many federd, state
and local programs that address poverty issuesin Texas, but the one big solution to poverty isjobs. Rurd
poverty can best be addressed by a targeted comprehensive program designed to increase employment,
enhance training and education and improve rurd hedth-care services. Enlightened leadership and ample
resources are required to put together the right package for each targeted area. For example, increased
employment opportunitiesin South Texas asaresult of NAFTA have helped bring educetion, training and
hedlth programsto that region. While poverty in South Texasisfar from eliminated, the progressthat has
been made indicates decisive movement in a positive direction.

Priority Rural Development Policy Needs

Texasrurd problemsdid not develop overnight, and it will take considerabletime and effort to turn around
areas where the economic trends and populations are in decline. Certainly, tough decisons will need to
be made. Although the purpose of thisreview of rura issuesisnot to prescribe policy, there are anumber
of rura development policy priorities that need to be addressed, including:

. Creating a central administrative entity whose sole mission isrural affairs. To theextent
possible mgor programs and related funding decisions need to be led by a sSingle adminigtrative
agency that should be recognized asthe lead agency in developing, coordinating and implementing

rurd policy.

. Updating rural infrastructure. Farm-to-market roads and bridges have not been properly
maintained or constructed to handlelarger vehicles. Internet access, and other means of eectronic
communication, must be available to dl rura communities and businesses for them to be
competitive today.

. Increaserural managers analytical decision-making capacity. Strong management training
for loca businesses and government officias is required to make the rural businesses and
communities competitive. Specid andytica assstance is needed for communitiesto andyze their
policy options. Without this type of training and assstance there is little hope for making rurd
Texas communities agood place to live and work.

. Building on theexistingnatural resour cesbase. Rura Texashasawedth of natura resources
that are not being effectively used to create jobs. Agriculture and energy are two important
examples of industries where val ue-added opportunities are not fully developed. Public support is
required to help provide the andytical framework loca leaders need for strategic planning and to
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add value to raw products.

Recognizing that it costs moreto provide government servicesin rural areas. Itismore
expensve to serve smdll populations. The economies of scaleavailablein urban areasin ddivering
government programs are not found in rural areas where sparse populations make the ddivery of
these services more costly.
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PART TWO*
DEMOGRAPHIC & SOCIOECONOMIC CONDITIONSIN RURAL TEXAS

In many regards there is no typica rurd area in Texas and thus no one set of demographic and
socioeconomic conditions that typify dl of rural Texas. Thus, to somerurd resdentstheir experiencesare
of areas with large agriculturd enterprises with ever expanding acreage, but with cycles of declining prices
and rising debt leading to periodic crisesfor farm operatorsand the busi nesses, empl oyeesand communities
dependent on agriculture. For rura residents in other areas their experiences are of long-term, nearly
continuous, declinesin their agricultural bases, decreased employment opportunities, the out-migration of
their youth and population decline. To othersit isof rurd areas growing rapidly as aresult of expansive
suburban growth from adjacent urban centerswith expanding economic bases, reductionsin farm land and
rapidly changing sets of expectations fueled by new residents. To dill othersiit is of areas undergoing
moderate industrid expanson and popul ation growth as manufacturing comesto play anincreasng rolein
the industrid and employment base of thearea. To yet othersit is of areas with chronicaly low levels of
income and high levels of poverty, few economic opportunities and long-term patterns of failed
development.

Smilaly, there is no typica rurd resident. In some areas farmers remain the dominant group, while in
others factory workers and in still others high-tech and other workers with largely urban occupations
predominate. In some aress rurd residents are primarily Anglo, in other areas predominantly African-
Americanandin gl others, primarily Higpanic. Smilarly, in somearessit isthe young who form thelargest
sngle group, in other areasthe middle aged and in till othersthe dderly. It isthusimpossibleto completely
describe the range of demographic and socioeconomic or other characteristics of rurd Texas or of rurd
Texans.

While remaining cognizant of thefact that rural Texasisadiverseand multi-faceted set of areaswith equally
diverse demographic, socioeconomic and cultural basesit is, neverthdess, important to understand how
the generd characterigtics of rurd populations and their socioeconomic bases are changing. Thus, in this
section, we attempt to summarize the current conditions and the mgor changesthat have occurred in rurd
Texasand, using both rurd and urban and metropolitan and non-metropolitan definitions of rura and urban
aress (as defined below), to address such questions as:
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How does population change in rurd Texas compare to that in other parts of Texas?

How similar are the demographic and socioeconomic characteristics of therura population to thoseof the
population in other parts of Texas?

*Part Two was prepared by Professor Steve Murdock, Tami Swenson and Steve White, Department of
Rura Sociology, Texas Agricultura Experiment Station, Texas A&M University a the request of the
House Sdect Committee on Rurd Development.

How has the economy of rura Texas changed and what are the current bases of that economy?

What islikely to bethe rdative size and characterigtics of therurd population of Texasinthecoming years?

We describe awide variety of characteristicsand changesin these characterigticsin rura areas comparing
them to those in urbanareas. The intent isto provide an understanding of the background context which
must be addressed by programs intended to serve the needs of rural Texas. Obvioudy given space and
other resource condraints any single description can only partidly identify the numerous demographic and
socioeconomic conditionsimpacting rural Texas. Therefore, after briefly delineating the rura and urban
definitions used in the andyd's, we pecificaly examine

Historical and recent patterns of population growth and the components of such growth;
. Historica and recent patterns of change in the age structure of the population;

. Petterns of change in the racia/ethnic compaosition of the population;

. Differentids in income, poverty and education;

. Petterns of employment and earnings by industry;

. Projections of the total population, and population by age and race/ethnicity through 2030; and

Demographic and socioeconomic characteristics of different types of non-metropolitan counties.
Defining Rural

Rurd isaterm with adiverse set of meanings. Insome datistica andyses, the U.S. Bureau of the Census
definitionis used in which urban areas are defined as places of 2,500 or more people and all other areas
arerurd. To most people, however, the term urban refers to larger population centers. Dueto thisand
to the greater availability of data for such areas, sets of counties designated as metropolitan and non-
metropolitan by the U.S. Office of Management and Budget are more often used to examine patterns for
urban and rura areas respectively. Metropolitan aress refer to sets of counties that are designated as
forming Metropolitan Satistical Areasor MSAS. In generd, metropolitan counties are counties containing
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acentra city or adjoining citieswith 50,000 or more people or suburban counties surrounding such central-

city countiesthat are Sgnificantly linked to the centrd city county asaresult of commuting patterns or other
factors. Countiesthat are not designated as parts of metropolitan areas are designated as non-metropolitan
counties. Because of the greater availability of datafor non-metropolitan and metropolitan aress, it isdata
for such areastha are emphasized in the discusson in this section. Thus, the 58 metropolitan counties and

Table 1a: Texas Rural Population Classified by Farmn £ Non-Farrmn Residence

NEmDBe r aF Rec kinbcet
Rural Farn | Rural Noh-Farmn | Total Rural® |
102D 2.265.734 B&<4.8D5 8.15D.530
168D 2.5342 663 1.062.814 8.4936.367
164D 2.1496.187 1.364.248 3.603.436
106D 1.202 267 1.56D.667 2,673,184
106D GOS . 7490 1.668,467 2,302,207
167D 586,174 1.880,274 2,266,808
106D 867 .141 2.54D 473 2.8607.614
108Db 2068 863 2.5628.721 2.807.614
1000 162 362 2,166,870 2,940,262

the 196 non-metropolitan counties in Texas are referred to in urban and rurd terms respectively. Figure
1 presents amap showing the metropolitan areas in Texas (see Appendix A, p. 76).

The Changing Population Base of Rural Texas

Rurd areasin Texas experienced substantid change during the Twentieth Century as agriculture and other
extractive industriesevolved toward larger and lesslabor-intensve enterprises. Therewere 495,489 farms
in Texas in 1930 with an average Size of 252 acres, by 1950 the number of farms had decreased to
331,446 with an average size of 441 acres and by 1997 there were only 194,301 farms with an average
gze of 676 acres. Smilarly, thesize of enterprises had become such that the vast mgority of al agricultura
output comes from afew large farms. Thus 65.0 percent of total farm salesin Texasin 1997 were from
the 2.0 percent of dl farms that sold more than $500,000 per year and nearly 87 percent of al sdleswere
accounted for by the 8.8 percent of farms with sales of $100,000 or more.
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Population change, particularly that in the rura farm population, hastended to mirror the patterns noted for
agriculture (see Table 1). In 1930, 59.0 percent of the total population of Texas was rura and 40.2
percent of the total population lived on farms. By 1950, only 37.3 percent of Texas population was rural
and only 16.8 percent lived onfarms. By 1990, 19.6 percent of the population of Texaswasrurd and only
1.1 percent lived on farms. In alittle more than haf a century Texas had

Table 1b: Texas Rural Population Classified by Farm and Non-Farmn Residence
Pe 1020 10T TN Popl BElDR

Rural Farm Rural Non-Farm Total Rural *
102D 48.6 10 67.6
103D 40 .2 18.8 5
104D 38.6 21.1 54.6
185D 16.8 2D .5 37.3
106D 7.3 17.7 25
107D 8.5 16.8 2b.8
108D 2.5 17 .8 2D.3
168Db 1.6 18.5 2D.4
106D 1.1 18.6 16.6

a Old definition of rural farm

b New definition of rural farm

* Total rural on thistable is summed from farm and non-farm which are based on sample data.

Note: For definition of terms please see relevant documentation from appropriate decennial census year.
Source: U.S. Bureau of the Census, Decennial Censuses 1920-1990
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become a heavily urban state.

Figure 1
Metropolitan Statistical Areas in Texas
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However, despitethefact that Texasrural population hasdeclined asashare of the State’ stota population,
Texasrurd population of 3.3 million in 1990 was gpproximately the samein absolute Sze asin 1930, and
the 3.3 million rurd residents in 1990 represented an increase from 2.9 million in 1980.

It isimportant to examine patterns of rura and urban and metropolitan and non-metropolitan population
growthreativeto thosefor the State asawhole. Texas has shown rapid growth snceitsentranceinto the
union. Inevery decade sincethefirst U.S. Censusinwhich Texaswasincluded asadateitsrate of growth
has exceeded that for the nation asawhole. 1nrecent periods such growth has been extensivewith therate
of population growth in Texasin the 1970s, 1980s and in the 1990s being nearly twice that for the nation.
Texas growth in the most recent period for which data are available, through July 1, 1999, shows Texas
to have had the second largest numerical increase (3,057,806), the eighth largest percentageincrease (18.0
percent) and the second largest numerical and percentage increase of the 10 largest states in the nation,
from 1990 to 1999.

Didtinct metropolitan and non-metropolitan patterns of growth are evident (see Table 2).

The pattern of faster metropolitan than non-metropolitan growth is pervasive across the State. An
examination of data for the 10 Comptroller’s regions shown in Figure 2 (see Murdock et d. 2000 for a
delinestion of the countiesin each region) indicated that in only 1 of 10 of the economic regions did nor-

metropolitan population growth exceed that for metropolitan areas and that areais Southeast Texaswhich

Table 2: Pepulation andl Peicen| Pepuialan Change 1580-1988

I N J U TIL
0 T 195" i 19t IR | %Ol % gyl
Teong e ALVEL RL 18453 e 130 e %
Ngo L) 1L L] 4 1688L21% al 1§
Nomgg 106 100871 LN He87 v N

Source: U.S. Bureau of the Census and Texas State Data Center, Texas A&M University
*Census Count

(2)1980-1990

(b)1990-1998

had the dowest metropolitan growth in the State. 1n genera, non-metropolitan areas throughout the State
have shown dower growth than metropolitan aress.

The sources of population growth in non-metropolitan Texas are dso different than those in metropolitan
areas. Overdl, 56.8 percent of the growth in the State asawhole from 1990 to 1998 was dueto anatura
increase, 23.6 percent was dueto immigration and 19.6 percent was dueto domestic migration. However,
whereas 58.7 percent of the net increase in population from 1990 to 1998 in metropolitan areas was due
to anatural increase, 23.8 percent dueto immigration and 17.5 percent due to domestic migration, in non-
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metropolitan areas 36.6 percent of the growth was due to anaturd increase, 22.0 percent to immigration
and 41.4 percent due to domestic migration. This appears to suggest that non-metropolitan areas are
experiencing growth primarily as a result of persons moving to them from other metropolitan and non-
metropolitan areas in the United States.

A more detailed analysis, however, suggests that growth in many non-metropolitan areas may largely

be aresult of a“spillover” of urban growth. 1f non-metropolitan growth isexamined for non-metropolitan
counties that border, that is are adjacent to, ametropolitan county, and those that are not (that is are non)
adjacent to ametropolitan county (generdly seenas
the most rurd) the data show that in adjacent

counties the percentage of growth from natural | Texas rural population remainsa major
increase is 33.1 percent, the percent due to | segment of the state’ spopulation and the
immigration was 17.9 percent and the percent of | rural population of the United States. In
growth due to domestic migration was 49.0 | 1990, Texas rural population was 3.3
percent. In non-adjacent counties naturdl increase | million, second only to Pennsylvania’'s
accounted for 51.3 percent of growth, immigration | rural population, and larger than the
for 40.1 percent and domestic migration for only | total populations of 25 states.

8.6 percent.

That patterns of populationchange are different for

different types of non-metropolitan areas and that the d owest growth has been in those areas with the most

traditional economic basesisevident aswell. Anexamination of Texas non-metropolitan counties grouped

by the U.S. Department of Agriculture economic functions and policy types (seeMurdock et al. 2000 for

adetailed description of these types and the countiesin each type) showsthat it isthose non-metropolitan

counties engaged in agriculturd and other traditiond rurd activities that are showing the dowest rates of
growth. For example, the

slowest rates of
Texas metropolitan areas have dominated the population populationgrowthin both
growth in the 1980's and 1990's, and although non- the 1980s and the 1990s
metropolitan rates were higher in the 1990's than the 1980's, were in areas with
they are still dwarfed by metropolitan growth rates. economic bases in
agriculture and mining

while  non-metropolitan
sarvice and government
based, and retirement, recrestion and commuting counties experienced the most rapid growth. In the
1980s countieswith an agriculturd baselost 6.1 percent of their population and in the 1990-98 period they
increased by only 3.3 percent. Similarly mining countiesincreased by only 1.5 percent in the 1980s and
3.9 percent from 1990 to 1998. On the other hand, service-based countiesincreased by 10.3 percent in
the 1980s and by 12.6 percent in the 1990s and government-based counties by 13.1 percent in the 1980s
and 11.9 percent from 1990 to 1998. Non-metropolitan counties serving as retirement centers showed
populationincreases of 23.9 percent inthe 1980sand 20.1 percent from 1990to0 1998. Population growth
in non-metropolitan Texas appears to be increasingly tied to

Select Committee Report on Rural Development -27-



A Report to the 77th Legislature

employment basesin nonagricultura and non-extractive industries or to activities that involve
sarving as residence or recregtiona bases for more metropolitan centers.

Overdl, dthough Texas populationis growing rgpidly, that growth is much more extensive in metropolitan
and particularly large urban counties than in et dpolitan areas. The growth in non-metropolitan
counties is less than in metropolftaprogmitdieand i paricurany Mol imthose non-metropolitan aress that
arerdatively disant from metropolitan centersand which have economiesbased inthe extractiveindustries
of agricultureand mining. On the other hand, growth appearsto berdatively extensvein non-metropolitan
areasthat are serving asresidence basesfor more urban areasor areinvolved in non-extractive enterprises,

such as serving as retirement or W

The Aging of the Population
High

The population of Texas, like the popufétion of the |

Inited States as awhole, is aging from a median age

of lessthan 19 yearsin 1900 to 3(
during the 1990s. This

D.8yearsin 199Ed

edincrease of 2to 3 additiona years

recent increase is largely a — J

result of the aging of the | NofA-metro olhtarrﬂ]%rc%?sof ?r% hli};/ealré%ﬁérc tage of
baby-boom generation and | elderly pedple thgagnetr nolTArF areas,| whesake generally
the rd atiyety-smatersize of ore dependent-pn health & e~*o.. Seryjces.

the cohorts.which followed pRalh

it. Baby bodmes &e exas Central D

persons who Wefg” bor

during the period fr@ 'mf
United States and Texas.

threygh 1964

cBtdhe-in-tenin 1990 will be

ready! K& older pg gffations. 1n 1990, whereasthe

n-metropol itan aress.

65 years of age or older. Non-metropolitan aress
median age was 30.2 years in metropolitan aressiit

Other mgjor age-related patterns are as evident in non-
both non-metropolitan and metropolitan areas minority ‘papulationsitend to be younger than Anglo
populations. Thusin both non-metropolitan and metropolitan a'ees #9290 more than 50 percent of the
Higpanic population was less than 25 years of age while 37.3 percent of the Anglo population in
metropolitan areas and 34.6 percent in non-metropolitan areas was less than 25 years of age.

Increasingly, in fact, minority populations make up the mgority of personsin younger age groups. Inthe
State as awhole and in metropolitan areas more than 50 percent of al persons less than 25 years of age
were non-Anglo in 1998 but more than 70 percent of those 65 years of age or older were Anglo. These
patterns are smilar in non-metropolitan areas athough Anglos are sill amgority
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(56.0 percent) even in the age group less than 25 years of age.

Ovedl, data on aging show those non-metropolitan areas in Texas aready have a population that is
substantidly older than that in metropolitan areas. Thus, many of the hedth and long-term care issues
discussed relative to the future of Texas and the United States are already areas of importance to rura
Texas. Thedataadso suggest that thefuture of non-metropolitan aress, likethe future of metropolitan aress,
is likely to increesingly involve minority population members,

Growth in Minority Populations

Texaspopulation growth hasbeenincreasingly influenced by differentia ratesof growth among racid/ethnic
groups. Heretheracid/ethnic groups examined are non-Hispanic Whites or Anglos, non-Higpanic Blacks
or Blacks, non-Higpanic persons from dl Other
(other than White or Black) racid groups and

In the 1980's, growth in urban and rural
minority populations was more substantial
and extensive than growth in the Anglo
population, and rural minority growth rates
exceeded those in urban areas. From 1990
to 1998 non-Anglo populations in non-
metropolitan areasgrewfaster than thosein
metropolitan areas.

Hispanics of al races.

In the 1980s, two of every three net additions to
the Texas population were minority group
members with nearly one-hdf being of Hispanic
Origin. This pattern is one which is pervasive
across both the metropolitan and non-
metropolitan areas of Texas. For the State as a
whole, the Anglo population increased by 10.1

percent in the 1980s, the Black population by
16.8 percent, the Hispanic population by 45.4
percent and the Other population by 88.8 percent. In metropolitan areas these percentages were 12.1
percent, 20.1 percent, 50.1 percent and 95.6 percent whilein non-metropolitan areasthe Anglo popul ation
increased by 2.9 percent, the Black population decreased by 1.2 percent, the Hispanic population
increased by 24.4 percent and the Other population increased by 24.| percent.

The growth in Higpanic populations was particularly important. Hispanics accounted for 47.6 percent of
the net increase in population in metropolitan areas and for 68.5 percent of the net growth in non-
metropolitan populationsinthe 1980s. Although Anglos continued to form alarger proportion of thetota
population in non-
metropolitan (68.7 percent)

) _ Tabk 3:Prrca it Pop ol CLaige 1600-1008 by Race/ Eti i el
than in metropolitan aress

Tekas akd MeTepolitah add NosmeBopolits Aleas b Tekx

(58.7 percent) in 1990, Counties | Anglo | Black | Hicpanic | Other |
minority population grovvth Texas 254 64 136 353 57.4
decreased the proportion of [\ agee 5B 771 135 37.3 1]
the total non-metropolitan [Nenmetro 106 D.6| 14.1 2.7 14.2

population that was Anglo
(from 71.3 percent to 68.7
percent) from 1980 to 1990.
The 1990s witnessed a continuation of these patterns (see Table 3). Inthe period from 1990 to 1998, the

Source: Texas State Data Center, Texas A&M University
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Figure 3
Percent of Population 65 Years of Age and Older

in Counties in the State of Texas, 1990
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more rapidly than the Anglo population and thisis as evident in non-metropolitan as in metropolitan aress.
In fact, dthough the total rate of population growth was grester in non-metropolitan areasin the 1990-98
period than that in the 1980s, the growth in Anglo populations was dower in the 1990s than in the 1980s.
The Anglo population of non-metropolitan Texas increased by only 0.6 percent from 1990 through 1998
and islikely to be shown (when the 2000 Census data become availabl€) to have been dower inthe 1990s
then in the 1980s (when it was 2.9 percent).

Figure 4: Proportion of Net Change due to Each Racial/Ethnic Group

The pt’ﬂem Of gO\NG’ gI’OWth in An9|0 than Metropolitan and NonMetropolitan Areas in Texas, 1990 to 1998
in non-Anglo populations from 1990 to 80 [76.5]
1998 was pervasive across the economic 70

regions of the State. For each of the 60 155.9]

Comptroller’'s economic regions Anglo | 50
population growth was dower than non- g 4

Ango growth in non-metropolitan and #4307 26.3

metropolitanareas and the Anglo population 20 164 ———
declinedin non-metropolitan areasin4 of 10 10 | g2 5.7 m
regions and in metropolitan areasin 5 of 10 0

regions from 1990 to 1998. Metropolitan NonM etropolitan
Asaresult of such patternsthe proportion of [] Anglo B slack

net growth in the population that is due to D Hispanic . Other

rn'nority popu|aions increased duri ng the Source: Texas State Data Center, Texas A&M University
1990s in both metropolitan and non-
metropolitan aress.

Ovedl, thedataon changein theracia/ethnic composition of the population suggest that non-metropolitan
areas are not only experiencing larger non-Anglo than Anglo population growth, but may, in fact, be
experiencing larger increases in minority population bases relaive to Anglo populations than their
metropolitan counterparts. Although non-metropolitan areas continue to have higher proportions of their
popul ations that are Anglo, minority population growth isdominating popul ation growthin non-metropolitan
areasin Texas and many areas would be showing net declinesin population if it were not for the growth
in minority populaions. Issues relaed to growth in minority populations are thus likely to be increasingly
important for non-metropolitan areas in Texas.

Socioeconomic Characteristics of the Population

For example, both median household and per capitaincomes have tended to be lower in non-metropolitan
thanin metropolitan areas. 1n 1989, thereferenceyear for income statisticsin the 1990 Census, the median
household income in metropolitan areas in Texas was $28,747 while in non-metropolitan aress it was
$20,632. Smilarly, per capitaincome in metropolitan areasin 1989 was $13,549 compared to $10,035
innon-metropolitan areas. M edian householdincomein non-metropolitan areaswasthusonly 71.8 percent
of that in metropolitan areas while the per capitaincome was 74.1 percent of that for metropolitan aress.
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Such patterns are pervasive across racia/ethnic groups with persons from al racia/ethnic groups

having lower incomes in non-metropolitan than in metropolitan areas. Differences are more pronounced
for Black than for other persons, however. For example, whereas non-metropolitan median household
incomes for Anglos and
Higpanics are roughly 71
Peopleliving in non-metropolitan areas in Texas are across- percent of those for Anglo
the-board poorer than their metropolitan counterparts, with and Hispanic metropolitan
higher levels of poverty and lower levels of education. households, for Blacks the
non-metropolitan vaue is
only about 54.5 percent of
that for Black households in metropolitan areas. Similarly, whereas per capitaincome for Whitesin non-
metropolitanareasis roughly 72 percent of that for metropolitan areas and the per capitaincomes of non-
metropolitan Hispanics is roughly 76 percent of that for metropolitan Hispanics, for non-metropolitan
Blacks per capitaincome is only 64 percent of the per capitaincome vaue for metropolitan Blacks.

Data on poverty levelsin 1980 and 1990 for non-metropolitan and metropolitan areas in Texas show
amilar patterns.

Such data show that 18.1 percent of dll
persons in Texas, 16.5 percent of
households, 14.1 percent of families, 9.7

Figure 5: Proportion of Persons, Households, and Families in Poverty
Metropolitan and NonMetropolitan Areas in Texas, 1990

5 percent of married-couples, but 35.4 percent

of femae-householder families, 31.0 percent

20 of Blacks and 33.0 percent of Hispanics

315 compared to 13.9 percent of Whites, and

] 25.6 percent of al children under 5 years of

6 10 age compared to 11.0 percent of persons

5 45-54 years of age and 14.9 percent of

those 65-74 years of age, lived in poverty in

0 Texas in 1990. These are pevasve
Metropolitan NonMetropolitan differentids.

[] Persons B Households What may be mogt significant is that for each

[] Familes of the characteristics described above, the

Source: U.S. Bureau of Census, 1990 Decennial Census poverty ratefor non-metropolitan households

and persons exceeded that for ther
metropolitancounterparts. The percent of persons, households and familiesin poverty were 17.0 percent,
15.2 percent and 13.2 percent, respectively, in metropolitan areasin Texasin 1990 but were 22.8 percent,
22.2 percent and 17.9 percent for non-metropolitan areas (see Figure 5). Whereas 33.6 percent of
femae-householder households and 8.7 percent of married-couple households lived in poverty in
metropolitan aress, these percentages were 45.5 percent and 13.5 percent in non-metropolitan areas in
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Texas. Among Blacksin metropolitan Texas 29.0 percent lived in poverty asdid 31.4 percent of Hispanics
while in non-metropolitan Texas

44.8 percent of Blacks and 41.8 percent of Higpanics lived in poverty in 1990. Findly, athough 24.3
percent of persons under 5 years of age, 10.0 percent of those 45-54 years of age and 13.8 percent of
those 65-74 years of age in metropolitan
Texas lived in povety in 1990, in non-
metropolitan areas these percentages were
32.4 percent, 15.0 percent and 17.8 percent

respectively.

People in non-metropolitan areas have fewer
economicandeducational resourcesthanthose
in metropolitan areas, and recent data suggest
that such differences may be increasing.

Table 4a: Per Capita Income 197919957

Texas and Metropalkan and Nonmetropolitan Areas in Texas How have non-metropolitan

Counties | 167R* 10ad* 167 areas fared in the 1990s?
Taxas 254 B,01D 18,110 23,707 Although relisble county
Metre 58 8,25D 16,780 24,778 .
Nohmetro 106 7.453 12,718 17672 | Poverty estimaes by non-

metropolitan and
metropolitan residence are
not available for the 1990s,
data are available for per
capitaincome for the period from 1979 through 1997 from the Bureau of Economic Anadlyss. Thesedata
show that non-metropolitan areas in Texas continued to lag behind metropolitan areas in 1997 and may
befdling farther behind. Thus, the per capitaincome of non-metropolitan residents ($17,972in 1997) was
72.5 percent of that for metropolitan residents ($24,776) in Texasin 1997 but was 80.6 percent of that
of metropolitan resdentsin 1979. Non-metropolitan areas in both the 1979 to 1989 and 1989 to 1997
periods showed

able 4b: Percent Change in Pet Capita Income 1978-106 §ma||er 'percentage
Texas ant Metropoltan and Nohmetropolltan Areas In Texas 'C/€e5eS N per capita

* Values are in 1997 constant dollars
Source: U.S. Bureau of Economic Anaysis

Counties | 1070-1080 | 1080-1667 | 1670-1667 | NCOMeand, asaresult,
Texas 254 eD.68 472 166.1 | Whereas per capita
Mestro 56 816 475 167.6| income (in current
Nohmetr 166 706 413 141.1| dollars) increased by

167.9 percent from
1979-97 in
metropolitan aress it

* Values are in 1997 constant dollars
Source: U.S. Bureau of Economic Analysis

increased by 141.1 percent in non-metropolitan areas (see Table 4).

Slower growth in non-metropolitan than in metropolitan income has been pervasve across Texas. An
examinaion of per capitaincomes and changes in income for the 10 economic regions of Texas indicate
that indl 10 regions per capitaincomein 1997 islower in non-metropolitan than in metropolitan areas and
that in 9 of 10 regions (the exception being Southeast Texas where growth in per capita income in
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metropolitan areas has been among the lowest in the State) the percent increase in per capitaincomefrom
1979-97 has been lower in non-metropolitan than in metropolitan aress.

The educationd levels of non-metropolitan Texans are dso lower than their metropolitan

counterparts. Although sub-state data for post-1990 periods are not available, data for 1990 show this
long standing differentid. Whereas 22.1 percent of metropolitan residents had afour-year college degree
or more education in 1990 only 11.5 percent of personsin non-metropolitan areas had four-year college
or graduate degrees. Similarly, 74.2 percent of persons in metropolitan areas had at least a high school
level of education but 62.3 percent in non-metropolitan areas. Clearly the educationa levels of non-
metropolitan Texans are lower than those for persons in more urban areas in the State.

These soci oeconomic differencesarel ong standing but their pervasi venessacrosspopul ation characteristics
and areas may suggest equally pervasive levels of need for additiona socioeconomic development.

The Changing Economic Base of Non-metropolitan Texas

Table 5: Percent of Paxcons employed by Inductyry 1979-1997
Mitropolitin. andl Nenmoetropolitam Areas in Teo

Matyn 1070 | Motre 1080 | Motrn 1007 | o 1070 | Nom 1020 | Mo 1607 |
Fun Enploym 15 1 0.9 15.¢ 1B 12.1
[ Nomfm Agricuinme Sev ices, forectry, und fiching 0.5 08 [ 1] 1.9 24 37
Mining 3.2 29 19 6 53 37
Conctructiom 18 53 62 6.7 58 53
Muntcturing 4.8 114 10.1 1.8 10 10
| Trmcporiation md poblic uiibities 55 52 56 4.4 39 38
Wholecule trade 62 54 5.1 3.4 33 26
Reiadl trade 16.4 167 v 14.3 15.1 159
Finance, incormve, and el ecisde .1 Y 79 g g 523
Sevices 0.6 n4 303 15.8 197 0e
Frdnnl, civilin powenm mi 2.4 23 17 1.2 12 1
| My 28 23 17 1.3 12 0.7
Stale and local gowarm il 10.5 107 107 1.4 14 159

Source: U.S. Bureau of Economic Analysis

The economic base of rural Texas is dso changing. As with the rest of Texas and the nation, there is
greater growth in service industries and a decreased dependence on extractive industries, such as
agriculture and mining and manufacturing.

Employment information from the Bureau of Economic Andys's on metropolitan and non-metropolitan
areasin Texasfrom 1979 to 1997 show that, by 1997, lessthan one-percent of metropolitan Texanswere
directly employed infarming and that 12.1 percent, about one-in-eight workersin non-metropolitan aress,
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were employed in farming (see Table5). By 1997, although agriculture wasthe (nontrade) sector with the
thirdlargest percent of employees, servicesand state and local government werelarger employers. Equaly
important the percent of employment in farming declined from 1979 to 1997 while the percentages of all
workers employed in services and government increased.

Such data suggest that these patterns are pervasive across the regions of Texas.

Smilar findingsare evident when dataon net earnings by industry areexamined. Although dataon earnings
for asingleyear must be used cautioudy when examining industries such asfarming that show wide year-to-
year fluctuations, such datashow that 7.3 percent
of dl earnings in non-metropolitan aress in the
State in 1997 were from agriculture, a decline | Although farming continues to be a
from 11.0 percent in 1979. Asfor employment, | significant employer in non-metropolitan
earnings haveincreased morerapidly for services | Texas employing six percent of theworkers,
and government. Compared to employment, | farm employment declined from 1979 to
however, data for 1997 suggest that farming is | 1997, while service and government
less important in terms of earnings and of | employment increased.

ubgtantia importance in fewer regions of the
State than was true for employment. Only 7.3
percent of earnings compared to 12.1 percent of
employment in 1997 weredueto farming in non-metropolitan Texasandin only oneregion, theHigh Plains,
were more than 25 percent of earnings due to farming.

The information on employment and earnings suggest that, athough farming continues to be an important
source of employment in non-metropolitan aress in Texas employing one-of-eight workers, non-
metropolitan areas in Texas as a whole are decreasingly dependent on farming. Their economies are
changingtoward greater employment in service-based industrieswith asubstantial presencefor government
aswdl. Rurd areasin Texas have economies that are increasingly diverse.

Projected Patterns of Population Growth

Although we do not attempt to project the
future socioeconomic characteristics of non-
metropolitan Texas, we can examine
dternative projections for the populations of
non-metropolitan and metropolitan areas in
Texas. Although any projection must be used

The percent of population growth in
metropolitan Texasis projected to be nearly
five times higher than that in non-
metropolitan Texas from 1990 to 2030, with
metropolitan populations doubling between

cautioudly, population projections from the | 1994 204 2030 from 14.2 million to 30.4

million, and non-metropolitan populations
increasing from 2.8 million to 3.5 million.

Texas State Data Center at Texas A&M
Universty are widely used for state planning
and for metropolitan and non-metropolitan
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aress suggest that metropolitan Texas will grow much more rapidly than non-metropolitan Texas.
Thefaster growth of non-Anglo populationsisprojected for both metropolitan and non-metropolitan areas
with a resulting incresse in the proportion of non-Anglo populations in both metropolitan and non-
metropolitan areas. In both types of areas minority populations grow faster than Anglo populations and

Tabls €: Population Projastione of Matropolian and NoaMatropolitan Tamar Axsar

1990 o 2030 by Racy/Dimicily
[TV p ] Hirpenic Ollaz Zonl

Mt
1880 S300348 1.744.83% 3,088,315 33730 18115, 858
2000 2189, 654 2.040.145 545,045 nesie 17278392
see 700014 2,237,078 3L L0157 300m,708
20 10334678 2,834,760 16,004,952 Lissa2s 25270008
026 16,f71,222 2,906,075 15,104,062 2.807.00¢ 20200720
‘Wenmon e
1560 1509195 235859 55,588 0218 2020052
200h 1507, 22 278700 [ k1] D782 2054508
2410 1,080,985 264,875 Le5L144 72125 3255079
3026 1604575 3224 1345290 301D 3414904
080 1,588, 19 314316 1462,834 34508 3512,75%

Source: Based on the scenario that assumes 1980-90 Rates of Net Migration from the Texas State Data Center, Texas A&M
University

the Anglo population in non-metropolitan areas

is projected to decrease by 12.0 percent from 1990 to 2030.

Intotal, 86 percent of the net increasesin the metropolitan population and dl (becausethe Anglo population
declines) of the net increasein the non-metropolitan popul ation woul d be dueto minority popul ation groups.
Faster growth among minority populationswith aresulting increase in the proportion of the population that
isnon-Anglo is projected to be pervasive across rura and urban Texas.

_ _ _ Findly, the older age dructure of the non-
In 2030 the combined Black and Hispanic metropolitan population is projected to continue.

populations will make up more than 50 @ | both non-metropolitan and metropolitan areas
percent of the people living in both minority populations would continue to be
metropolitan and non-metropolitan areasof young
Texas. er than

Anglo | Nearly a quarter of the non-
popul | metropolitan Texaspopulation

ationsin 2030 as they werein 1990. in 2030 will be aged 65 and
older.

The projected populations of non-metropolitan and
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metropolitanareasin Texas suggest that unlesscurrent patternsare reversed, non-metropolitan popul ations

guze 6: Projected Change forthe Total Popultion by Race/Fthnicaty
Metzopalitan ind NenMertropolitan Aress in Texne, 1990 ta 20530™
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*Using the 1.0 Population Projection Scenario
Source: Texas State Data Center, Texas A& M University

in Texas while increasing in absolute size will decline as a percent of the total population. The non-
metropolitan popul ation will dso becomeincreasingly diverseand older. Thus, while having limited growth
norn-metropolitan Texasis likely to face the same potentia challenges associated with diversity asin other
parts of Texas and has a disproportionate elderly population compared to other parts of Texas.
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Non-metropolitan County Types

As noted in the introduction to this section, data such as that provided above that have been aggregated
for dl rurd or non-metropolitan areas provide an important point of reference for understanding the
challengesand opportunitiesfacing rural Texasbut do not serveto describethe extensve diversity of types
of areasthat areincluded within non-metropolitan areas. Inthisfina part of thissection, webriefly describe
some of that diversty.

In a study completed for the Select Committee by the Center for Demographic and Socioeconomic
Research and Education in the Department of Rurd Sociology at Texas A&M Universty an atempt was
madeto identify distinct types of non-metropolitan areasusing agtatistical technique called Digoint Cluster
Anayss (for adetailed description of this technique see Swenson et d. 2000). This technique identifies
patterns of commonality in dataitemsused to describe non-metropolitan areas. Thesepatternsarereferred
to asfactor patterns or smply factors. It then groups non-metropolitan counties on the bases of the extent
to which their characteristics reflect these patterns placing al counties into the one type that their
characteristics best reflect. Although this technique is only one such technique and can leed to adiverse
set of groupings depending on how it is gpplied, the groupings identified by the andyss from the
Department of Rura Sociology were neverthdess useful in identifying at least some of the types of areas
that comprise sub-parts of rurd Texas.

Fve basic area types were identified (Figure 8 provides a map showing these types of areas and the

Figure 7: Prajectad FParcent af the Population by Kaea/Ethwicity
Matropolian and NonMatropolitan Axerac In Texas, 2030™
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*Using the 1.0 Population Projection Scenario
Source: Texas State Data Center, Texas A&M University

countiesin each type of area). The namesused represented an attempt to note the dominant characteristics
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of countiesin each type. These types can be briefly defined asfollows:

1.

Large Agriculture/Mining (41 counties). The non-metropolitan countiesin thistypetend to be
located in the western part of the Panhandle, Rolling Plains and some parts of West Texas, to be
characterized by large farms with an extengve irrigation and extensive crop and livestock
production and with sales of $100,000 or more. They aso tended to have farm operators who
are full-time farm operators with few working extensively off the farm. Thus countiesin thistype
showed an average farm size of morethan 2,600 acres, average crop sales of more than $91,000
and average livestock sales of more than $257,000 in 1997. More than 35 percent of al farms
had saes of more than $100,000 per year in 1997 while only 46 percent had sales of less than
$25,000. Findly they were areas which aso showed extensive employment in mining as a result
of gasand ail activity.

Manufacturing/Minority (33 counties). The non-metropolitan countiesin this type tend to be
located in East Texas, to have large African-American populations, little agriculturd involvement
except onvery smdl farms, but very highinvolvement in manufacturing activities. They dsotended
to have moderate proportions of their residents who were commuting to other counties for
employment.

High Growth Commuting (43 counties). Thenon-metropolitan countiesinthistypearelocated
primarily adjacent to the State's large metropolitan centers particularly Houston, Dallas-Fort
Worth, Augtin and San Antonio, to show high rates of population growth primarily through
domestic migration, to have high percentages of their residents commuting

to other counties for employment, and to have extensive in-county employment in congtruction.

Agriculture/L ow Income/Minority (62 counties). The non-metropolitan countiesin this type
tend to be located in the eastern part of the Panhandle, Rolling Plains and a few areas in West
Texas, to have relatively high levels of involvement in agriculture but tend to have agricultura
enterprisesthat are smdler in acreage and in sdesthan thoseinthe Large Agriculture/Mining Type.
Thus, counties in thistype showed an average farm size of about 1,200 acres, average annud crop
sdes of $29,000 and average livestock salesof roughly $76,000in 1997. Only about 14 percent
of al farmshad sales of $100,000 or more per year in 1997 while 70 percent had sales of lessthan
$25,000. They have reatively high levels of poverty, rdatively low income levels and high
proportions of their populations that are Hispanic or from Other non-Anglo population groups.

Mining/Very Low Income/Minority (17 counties). Thenon-metropolitan countiesin thistype
are located primarily in South and West Texas dong the Texas and Mexico border. They are
characterized by very low incomes and very high levels of poverty, high proportions of young and
minority populaions, especidly Higpanics, and have rdatively high levels of employment in mining
with secondary concentrationsin service employmen.

When population growth and the sources of growth, the racial and ethnic composition, the socioeconomic
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characteristics and the projected future popul ations of thesetypesare compared therearerdatively distinct
differences. These differences can be summarized as follows:

The Large Agriculture/Mining Type has low rates of population growth (negative in the 1980s and 1.3
percent from 1990 to 1998) and growth that is ;lzrlmar BEyéiue to anatura increase with anet domestic out-
migration. It hasapopulation that isprimarily An&o Ut o has asubstantid proportion of Hispanicsand
shows declining Anglo popul afbpseettine litasoh tenosbs asdgrsm 1090 to 1998). It shareswith
the High Growth Commuting Type the highest median
and per capita income levels and the lowest levels of
poverty and is clearly the most agriculturd based with
sources of growth, the facid Joout 19 percent of dl earnings in the county coming
ethniccomposition, thesoc nomid \ omfarming in 1997 and with that percentage changing
characteristics and the| prajedted ttle over time. Of Texas total rural population of 3.3
futurepopulationsof theseregigns| illionin 1990, only 331,989 lived in the 41 countiesin
compared there are relati ﬂ is type in 1990 and they are projected toincreaseto
differences. -G, . 7.1 percen 2030 (compared to
B K m B 2 Wikl rom 1990 to
] FMﬁm m Ojected to continue
EE ﬂ Iatlonln 1990
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population growth (4.2 percent in the 1980s and 6.8 percent from 1990 to 1998) with natural increase
being the largest contributor to that growth. 1ts population is primarily Anglo but it has a relatively large
African American population (twice as large as that in any other type).

Its Anglo population increased dightly in the 1980s but declined in the 1990-98 period. Its income and
poverty rates are intermediate between the Large Agriculture/Mining, High Growth Commuting and the
Agriculture/Low Income/Minority and Mining/Very Low Income/Minority types. Its mgor employment
and earnings base is in manufacturing which has remained relaively stable over time but its farming base
has declined. It is projected to have very limited levels of future population growth. Thetotal population
in the 33 counties in this type is projected to increase from 832,801 in 1990 to 902,458 in 2030, an
increase of 8.4 percent. Aswith al of the other types, however, its Anglo proportion declines (from 71.7
percent in 1990 to 54.9 percent in 2030) but less dramatic than in the agriculturd types while its minority
populations increase.
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The High Growth Commuting Counties show themost rapid historica patterns of population growth of any
of the types increasing by 17.3 percent in the 1980s and 16.6 percent from 1990 to 1998. Nearly 89
percent of that growth has been dueto adomesticin-migration. They havethe highest percentage of Anglo
population (79.8 percent in 1990) and are the only type to show positive Anglo

population growth in both the 1980s and from 1990 to 1998, athough even in these counties Anglo
population growth was surpassed by the rate of growth in minority populations. These counties sharewith
the Large Agriculture/Mining Counties the highest levels of median and per capitaincome and the lowest
levels of poverty. They have shown declines in the proportion of employment and earnings from farming
but growth in government and services. Thetotal population of these 43 countiesis projected to increase
from 825,565 in 1990 to 1,138,003 by 2030, an increase of 37.8 percent. Thisisthe second highest rate
of increases of the types. Its Anglo population is projected to increase throughout this period but dower
than the non-Anglo population so that the percentage of its population that is Anglo declines from 79.8
percent in 1990 to 69.0 percent in 2030. This percentage will keep it as the type with the highest
proportion of Anglo population in 2030.

The Agriculture/Low Income/Minority Type has had quite low rates of population growth (negativein the
1980s and 3.8 percent from 1990 to 1998). It is the only type to have a mgority of its growth from
international immigration and, like the Large Agriculture/Mining and Mining/\Very Low Income/Minority
Types, has had net domestic out-migration from 1990to0 1998. It had thethird largest percentage of Anglo
population of any of the types (69.8 percent) in 1990 but its Anglo population declined in both the 1980s
and from 1990 to 1998. Itslevelsof income arethe next lowest and its poverty rateis next to the highest
of any of theregions. Employment and earnings datafor these counties show adramatic declinein farming
(from 20.1 percent of dl earning from farming in 1979 to 9.8 percent in 1997) with the most dramétic
growth being in sate and locd government (from 11.0 percent in 1979 to 21.2 percent in 1997). Itisthe
only type in which anabsolute population decline s projected to occur with the total population of the 62
counties in this type projected to decline from 573,773 in 1990 to 557,141 in 2030, a decrease of 2.9
percent. The

proportionof its population that isAnglo is projected to decline from 69.8 percent in 1990 to 44.2 percent
in 2030 while its Hispanic population increases from 26.2 percent of the tota population in 1990 to 49.9
percent in 2030.

The Mining/Very Low Income/Minority Type shows patterns of growth in both the 1980s (9.9 percent)
and the period between 1990 and 1998 (14.0 percent). Nearly 75 percent of its net growth in the 1990
to 1998 period has been due to natural increase and it hashad net domestic out-migration. 1tspopulation
was 81.1 percent Hispanic in 1990 and its Anglo population has declined and its minority population
increased in both the 1980s and from 1990 to 1998. Its levels of income are subgtantialy lower and its

Select Committee Report on Rural Development -43-



A Report to the 77th Legislature
rates of poverty subgtantidly higher than those in any other region and its per cgpita income shows the
lowest rate of increases over the past two decades. Employment and earnings shares from farming have
declined while those from services and government employment and earnings have increased. Due
primaxily to projected rapid growth initslarge Hispanic popul ation the 17 countiesin thistype are projected
to increase their tota population from 256,724 in 1990 to 557,506 in 2030, an increase of 117.2 percent
from 1990 to 2030. Its Anglo population would further decline from 17.8 percent of the total population
in 1990 to 5.7 percent in 2030 while its Hispanic population would increase from 81.1 percent in 1990 to
93.1 percent in 2030.

Conclusonsand Implications

In this section we have examined the demographic and socioeconomic characteristics of rural compared
to urban (defined primarily in terms of non-metropolitan and metropolitan areasrespectively) Texas. The
data examined suggest that rura and non-metropolitan populations in Texas are increasing but much less
rapid than urban and metropolitan areasin Texas and that non-metropolitan areasremote from urban areas
are growing very dowly. The populations of non-metropolitan Texas are dso increasingly diverse with
minority, particularly Hispanic, populaions accounting for amgority of total popul ation growth and coming
toformincreasing proportionsof the popul ationsof non-metropolitan areas. Non-metropolitan populations
aredsoincreasaingly ederly with many non-metropolitan counties aready having the proportions of elderly
which create substantial chalenges for hedth and long-term care services.

Non-metropolitan populations aso have fewer financid and human capita resources with lower incomes,
higher rates of poverty and lower levels of education than metropolitan areas. In addition, current data
suggest that the resource differences are increasing because of dower growth in resources in non-
metropolitan areas. Non-metropolitan economies are aso increasingly diverse and less dependent on
farming as a sector of employment and earnings. For many non-metropolitan areas service industry and
government employment and earnings have come to exceed that derived from farming or mining.

When projections for the future are examined, current trends suggest that non-metropolitan residents will
decrease from about one-in-six Texansin 1990 to one-in-ten Texans by 2030 and an increasing

proportion of them will be minority and elderly. Thus while experiencing, like metropolitan Texas, the
chdlenge of needing to provide additiona socioeconomic opportunities for minority populaionsthat have
higtoricaly not had such opportunities, non-metropolitan areaswill also need to addressthe health and other
long-term care needs of a disproportionately large elderly population.

Fndly, the examination of different types of non-metropolitan counties showsjust how diversethe counties
are that are referred to as rural or non-metropolitan. They vary from counties that remain heavily
dependent on agyriculture to ones with economies based primarily in manufacturing or other
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industries centered in adjoining urban centers. They vary from areas with patterns of population

decline to ones of rapid growth, from areaswith
moderate levels of socioeconomic resources to
ones with very low incomes and extremdy high
levds of poverty and from areas that face a
future of declineintheir population basesto ones
that can be expected to grow quite rapidly at
rates nearly equa to thosein metropolitan aress.

What aretheimplications of these patterns? The
lagging growth of non-metropolitan populations,
aswell asincreased chdlengesreated to ederly
and rgpidly growing minority populations and
subgtantiad levels of economic disadvantage,
makes clear tha the non-metropolitan Texas is
falling behind the rest of Texas
socioeconomicaly, as well as demographicaly.
These data suggest that rura Texas needs
assstance in generating increased economic
development that will creste better paying jobs
and retain young people in rural aress.

Although improved conditions for
agriculturewould assist in revitalizing
some areas of non-metropolitan Texas, the
decreasing proportion of employment and
earnings coming from agriculture and the
diversity of types of rural areas suggest
that the development of rural Texaswill
require a multi-sector approach to also
enhance the growth in service, recreation,
rural retirement as well as mining and
other natural resource-based industries.
At the same time, non-metropolitan Texas
varies substantially from oneregion of the
stateto another. Itisthusunlikely that
one form of development will be the
optimum form for all parts of non-
metropolitan Texas.
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PART THREE

PRINCIPAL FINDINGS & RECOMMENDATIONS

Institutionalize the Focus on Rural |1ssues

Rura Texas comprises 196 of the state’ s 254 counties, 80 percent of itsland mass, and 3.3 million people
who produce $24.3 hillion in Gross State Product (GSP).” Rurd Texansare historically independent and
pride themsdlves on their sdf-sufficiency. However, this report documents the eroson of important
segments of rurd life and the Sgnificant disparity between rurd and urban aress.

Rura Texascanremain avita socid, cultural and economic partner to our thriving metropolitan neighbors,
or it can serve as adrag on the gate’ s vitdity. All Texans have an interest in the former, rather than the

|atter, outcome.

Texas state government has done much to addressthe needs of rura areas. We mention specia ements
ineducation funding, the farm-to-market highway system, specid colonias programs, Telecommunications
Infrastructure Fund (T1F), Texas Agricultural Finance Authority (TAFA), support for agricultura research
and specid tax treetments for farming and ranching among the many examples of the Sate recognizing and
responding to needs as they arise.

More efficient use of resources better serves
bothrural beneficiaries and the state’ s bottom
line But grester efficiency will occur only if Rural citizens and the state as a whole
we continue the efforts begun by the Select would benefit from a policy approach to
Committee to systematicaly review critical rural issuesthat is comprehensivein
aspects of rurd life, to identify problems and nature and driven by empirical research.
then ask, from a globa perspective, which
state programs and resources can best be
brought to bear on solving them. In short, Texas must have apolicy and someoneto implement that policy.

Texas does not have arurd policy. Thisisnot anew problem, nor isit unique. In 1989, over 250 leaders
from around the state gathered for three daysto assess rurd conditionsin Texas. A principa

" Texas Comptroller of Public Accounts. Rural Texasin Transition, Draft Report Submitted to the House
Select Committee on Rural Development. Strategic Research Division, June 2000. p.43.
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conclusion of the group was that Texas needed a comprehensive rurd policy but did not have one® We
know this to be acommon condition in other states and the U.S. asawhole, aswell.®

If Texas lacksapoalicy, it amilarly lacksafoca point for discussion of rurd issues and rura development.
The group of leaders in 1989 recognized this as a critica shortcoming,'° as does the rurd development
group a Texas A&M University (see Part One).

Based on aninforma survey conducted by the Sdlect Committee, it gppearsthat 10 states have someform
of rurd affairsoffice. Thegroup includesanumber of mgor states, such asCdifornia, New Y ork, Horida,
Pennsylvania and lllinois. Other states have highly organized Rura Development Councils or other
nonprofit offices.

Office of Rural Affairs

Texas needs an office of rurd affairsto assure acontinuing focus on rurd issues, to monitor governmenta
actions affecting rura Texas, to research problems and recommend solutions and to coordinate rura
programs among agencies. Such an officewill go
along way toward assuring that our state getsthe

Texas needs an office of rural affairsto best return on itsdready largeinvestmentsin rurd
assure a continuing focus on rural issues, Texas.

monitor governmental actions affecting

rural Texas, research problems and Idedlly, the office should aso have the means to
recommended solutions and to coordinate effectuate some solutions. This could be in the
rural programs among agencies. form of money for grants and loans or speciaists

to assg locd communities with development-
related issues and problems.

The Sdlect Committee believes the Community Development Block Grant (CDBG) program has the
potentid to serve asthe basis for such an office. This federa program provides over $80 million a year

8 TexasRural Devel opment Policy Workshop Proceedings. Nov. 13-15, 1989, Hyatt Regency, Austin, Texas.
Project Coordinators: Ronald D. Knutson and DennisU. Fisher. Department of Agricultural Economics, Texas
A&M University, College Station, Texas. pp. 2, 34, 80.

9 Mark Drabenstott, Meeting aNew Century of Challengesin Rural America.” December 1999. The
Region. Federal Reserve Bank of Minneapolis. Minneapolis, Minnesota. p. 44.

10 Texas Rural Development Policy Workshop Proceedings. Nov. 13-15, 1989, Hyatt Regency, Austin,
Texas. Project Coordinators. Ronald D. Knutson and Dennis U. Fisher. Department of Agricultural Economics,
Texas A&M University, College Station, Texas. pp. 2, 34, 80.
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to Texas counties of fewer than 200,000 people and Texas cities and towns of fewer than 50,000. The
funds can be spent on awide variety of local needs but must be related to economic

development.

CDBG is currently administered by the Texas Department of Housing and Community Affairs(TDHCA).
To play abroader rolein rurd development, the program should have agreater degree of autonomy from
TDHCA, and most importantly it should have anindependent governing board with expertiseinrurd issues
and commitment to the future of rura Texas.

Other suggestions include creating a Committee | Other suggestionsinclude creating a

on Rurd Affarsin the House of Representatives: | Committee on Rural Affairsin the House
broadening the mission of the Center for Rural | Of Representatives: broadening the
Hedlthinitiatives, or crestingasimilar organization | mission of the Center for Rural Health

that would coordinate and advocate for rural | Initiatives, or creating a similar
issues. organization that would coordinate and

advocate for rural issues.

Sdect Committee members and other interested
parties will continue our informd investigation of
the best meansto accomplish the god of acentrd
focusfor rurd issues. Whatever the outcome and whatever the mechanism, the Sdect Committee believes
thisis the most sgnificant contribution the 77th Legidature can makefor lasting betterment of rurd Texas.

Community L eader ship

A congtant theme throughout the Select Committee’ s deliberations has been the overarching importance
of leadership a the community level. Loca leaders are key to a community’s capacity to act, and to its
long-term success. State and federa programs work well only when loca leaders are equipped with
appropriate skills and information, and when they are organized to pursue goas. In the presence of such
locd leadership, gate funds and programs are highly leveraged and produce tremendous results. In their
absence, state dollars are inefficient at best and at worst, wasted.

Thelssues
Smdl community leadership is disadvantaged in severd ways. Fird is the “brain drain” phenomenon.

Many of those mogt likely to become leaders attend colleges away from home and then stay away to
pursue more rewarding business or professona careers.
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A second factor isthe sheer Sze of the leadership pool. Many community development projects require
expertise from a number of areas -- financia, real estate, congtruction, government programs, bonds,
grant-writing and environmentd regulaions. The smdler the community, the morelikely that one or more
of these expert “links’ will be missing, and when one is missing the entire project may be jeopardized.

A small leadership pool dso produces “leadership fatigue’ and “volunteer fatigue,” which are well known
in dmogt every community. The same people are caled upon for dmost every civic project, year after
year, whether it isfor the city, the chamber, the schoal, the church or any other cause.

A third factor is“time and money.” Mog smdl-
town leaders are volunteers who serve on public
bodies for no pay and have full-time jobsto earn
a living. This leaves little time to develop
goecidized knowledge and skills.  Also, the
money for training and education is typicaly
scarce.

It isaxiomatic that a community with a
plan of action, and with energetic and
skillful leaders, can improve itself
regardless of almost any other advantage
or disadvantage.

Thereislittle the state can do to dleviate some of the problems noted. Buit it is axiomatic that a
community with a plan of action, and with energetic and skillful leaders, can improve itself regardless of
amog any other advantage or disadvantage. Marion County and the City of Jefferson have made
outstanding progress under conditions that most people would consider insurmountable.

Skillsand Training

The Select Committee recognizes that anumber of leedership training opportunities are available to Texas
communities. Texas A&M University and a number of public and private partners operate

the Texas Rura Leadership Program. The Lower Colorado River Authority sponsors a schedule of
classes and seminars for leaders in its 58-county service area.  Numerous others, including private
consultants, are o available.

The Sdect Committee believes, nonetheless, that acomprehensive and affirmative effort on the part of the
date to help communities obtain leadership training is not only worthwhile, but necessary. We recognize
that such assstance is of vaue only if communities exhibit a desire and commitment to improve their
capacitiesto act.

Assistance must be viewed as a partnership between the grantor and the grantee, not as a one-way
transaction. If agranteeisto benefit from funding or other resources, it must have ademonstrated capacity
to use those resources gppropriately. Otherwise, we risk creating and then reinforcing a culture of
dependence that serves dl parties poorly.
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The nature of the assstance will be different in different communities; but it should consst of “modules’
designed to (1) aert the community to opportunities and needs, (2) develop skills and information required
for success, (3) teach god setting and strategic planning and (4) provide continued resources during plan
implementation.

Vaious plans could be used to provide training programs. A “provider-based” program could fund
community colleges, nonprofit organizations, the Agriculturad Extenson Service (which aready has

a community development group), Councils of Governments (COG's), or other organizations to offer
traning. A “dlient-based’ program would providefundsdirectly to communities, alowing themto purchase
services from vendors of their choice.

The date could use the federal enterprise zone mode, which provides funding and incentives for
communities to move through a succession of
programs, al leading to greeter sdf-sufficiency
and greater accesstoimportant funding streams. | Assistance must be viewed as a partnership
The theory behind such amodd is helping those | between the grantor and the grantee, not a
who help themsdves and who demonstrate | one-way transaction. If a granteeisto
progress aong the way. benefit from funding or other resources, it
must have a demonstrated capacity to use
Theincentiveapproachescouldbesupplemented | those resources appropriately. Otherwise,
by “regulatory” means. For example, accessto | werisk creating and then reinforcing a
certain grants could be made contingent on a | culture of dependence that serves all
community having a bona fide strategic plan in | parties poorly.

place, or access to 4A and 4B economic
deveopment funds could be contingent on
satiying certain “readiness’ criteria

Select Committee membersand staff will continue to study the best meansto improve leedership skillsand
will have recommendations for the 77th Legidature,

Advanced Te ecommunications Services

Modern telecommunications, including high-gpeed or broadband service, is a badc infrastructure in the
21st century. As such, it touches everyone and every facet of life, including work, culture, recregtion,
education, hedlth care and contact with the rest of the world. 1ts presence is anecessity for keeping rura
communities dive and vibrant. Its absence is a condemnation to backwater satus.
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However, isolation, distance and low population densty are bariers to the deployment of advanced
telecommunications services. Inan August 2000 report, the Federal Communications Commission (FCC)
found that, overdl, advanced telecommunications
sarvices are being deployed in a “reasonable and

State and federal governments have long timely fashion,” but that certain groups are at risk
played arole in assuring affordable of not having access to advanced services if
telecommunications access to all citizens. deployment is left to market forces

They must continue that role to accelerate

deployment of modern network

capabilities to areas where market forces done! Theat-risk groupsincluderural residents,
may betoo little or too late. especialy those outside towns, and minority and
low-income Americans.

State and federa governments havelong played a
role in assuring affordable telecommunications access to dl citizens. They must continue that role to
accel erate deployment of modern network capabilities to areas where market forces may be too little or
too late.

State Gover nment Actions

Texas government has undertaken severd initiatives to foster deployment of advanced services in rurd
aress.

In 1995, with HB 2128, Texas began to deregulate certain telecommunications services. Recognizing that
market forces may leave high-cost, low-densty areas underserved, the legidature included severa
measures to lessen any negative impacts.

HB 2128 required that Southwestern Bell and GTE (now V erizon) significantly upgradetherr infrastructure
for the digital economy by January 2000. It aso required these companies to provide broadband, digital
services for voice, video and data interconnection upon request to al educationd inditutions, libraries,
nonprofit telemedicine centers,  public or nonprofit hospitals and projects funded by the
Tedecommunications Infrastructure Fund (TIF) at the preferentia cost of five percent over actua codt.

It is critical that the HB 2128 preferentia rates for advanced services (T-1, DS-3 and Oc-3) are
mantained. While thereis some dispute about how long the legidature intended the ratesto Say in effect,
their loss would cause customer costs to double or triple, making them unaffordable to many rural

1 Federal Communications Commission (FCC). Aug. 2000. Deployment of Advanced Telecommunications
Capability: Second Report. See http://www.fcc.gov/Bureaus’ Common_Carrier/Orders/2000/fcc00290.pdf for
additional information.
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In 1999, the 76th Legidature adopted a Sate telecommunications policy in SB 560 that requiresthat al

Texas ditizens in dl regions of the date
have reasonable smilar access to
tedecommunications and information.
Specificdly, beginning September 1, 2001
(see Appendix D, p. 82), the law requires
Southwestern Bell and Verizon to provide
customers in rurd areas with advanced
telecommuni cationsservicescomparableto
those provided in urban areas, and at
comparable prices. The companies must
provide such services within 15 months of
abonafide request for them.

Vador Teecom, a new company that
purchased 197 Verizon exchanges in the
Panhandle and rura East Texas, has
agreed to deploy DSL to 10 of ther

exchanges within 18 months beginning

September 1, 2000, and to do an
engineering feashility sudy to provide
DSL to customers in other exchanges
when they receive a minimum of 75 DSL
customer requests.

TIF and TEX-AN

Two other state programs have helped
bring advanced telecommunications
services and infrastructure to rurd parts of
Texas. the Telecommunications
Infrastructure Fund (TIF) and the TEX-
AN 2000 service provided through the
Generd Services Commission.

TIF

What is broadband?

Broadband are technologies that allow a user to move data, access
the Internet, and use Internet-related services at much higher speeds
than those offered by standard telephone dial-up modems. The FCC
defines broadband as 200 kilobits per second (kbps) in both
directions. This compares to 56 kbps maximum speed through a
modem dial-up. The additional speed is important when one
considers that it takes nearly one hour to download a 24 megabyte
x-ray images file at 56 kbps, three minutes at 1.54 mbps and 20
seconds at 10 mbps.

Broadband generally comes through three types of technologies --
digital subscriber line (DSL) offered by telephone companies via
upgraded telephone wires, cable television cable modems using
upgraded cable systems, and wireless technologies using either
satellite or microwave transmission. The FCC reported that as of
December 31, 1999, there were 2.8 million high-speed /advanced
services subscribers, with 1.8 million residential or small business
customers. One million subscribe to the commission's definition of
high speed service, 200 kbps in both directions mostly through
cable-based service (875,000). Broadband is advancing at a rapid
pace, and testimony at the August 9, 2000, State Affairs Committee
meeting on broadband access showed that by July 31, 2000, those
numbers had grown to about three million cable modem subscribers,
1.2 million DSL subscribers, and wireless technology users lagging
way behind.

Broadband high-speed connectivity is still scarce in rural areas
because of cost and distance limitations -- DSL has distance
limitations (generally three miles from central office) and cable
modem requires cable two-way access, which is expensive for small
cable companies. Satellite and wireless technology may prove to be
the best alternative for rural areas. Mr. Steve Hindman (Hughes
Network Systems) testified at the June 13 hearing that distance
limitations are irrelevant for satellite that had a footprint
encompassing the entire country, that monthly costs are
comparable to other broadband technologies, although installations
costs are somewhat higher, and that by mid-2001 satellite broadband
will have two-way high-speed capability.

In addition to the technologies cited above, other advanced
technologies include integrated switched digital networks (ISDN)
and T-1 circuits. 1SDN is generally available in most exchangesin
Texas, but it has proven to be unpopular because it provides a
medium bandwidth at arelatively high cost. Basicaly, this
technology has been skipped over by faster, more cost-effective
broadband. T-1 circuits are point-to-point line connections that
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TIF underwritesadvanced tel ecommuni cationsinfrastructure for public schoals, publiclibraries, inditutions
of higher education and nonprofit hedth-care providers. Sated to spend $1.5 billion by 2005, TIF has
been indrumenta in bringing telecommunications infrastructure to rurd Texas. Thus far, TIF grants and
loans have funded 562 of the 574 rural school didtricts, 26 of 27 rurd ingtitutions of higher education, 348
rurd hedth-care facilities and 268 rurd public libraries.

Largely because of TIF, every rural school and every public library that wants high-speed interconnections
now has them.

HB 2128 requires that the large carriers give preferentia pricing to TIF congtituencies, as noted above.

SB 560 containsacomplementary provison alowing smal telecom carriersto bereimbursed by the Texas
Universal Service Fund for the difference between

the actua cogts and the preferentid pricing, making connectivity costs affordable for dl TIF grantees.

Withvirtudly al Texas schoal digrictsand public
Largely because of TIF, every rural school libraries now “connected,” much discussion
and every public library that wants high- revolves around services for other rurd entities,
speed interconnections now has them. induding private businesses that often cannot
afford high-speed service.

The legidature should support continuance of the TIF function, including itsexpanson, solong asitsorigind
mission of extending and enhancing infrastructure is not diluted.

TEX-AN

The gtate TEX-AN network is a private-line network designed and managed by the Generd Services
Commission and operated under contract by private telecommunications providers. TEX-AN provides
state and loca governments, public schoolsand higher education and other politica subdivisonsof thegtate
with cost-effective long-distance, voice, video and dataservices. Thisstatewide network permitsitsclients
to access a statewide network that has more than 50 points-of-presence (POPs) on the Internet. Asthe
second largest network in America, TEX-AN provides quaity services at greatly reduced pricesto many
of Texas smdlest and most remote cities, towns, counties and schools.

The gtaff of the Sunsat Advisory Commission has recommended moving the state teecommunications
network operations from the Genera Services Commission to the Department of Information Resources.
Thisisone of severd interim committee recommendations that would affect State telecommunications.
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The Sdlect Committee has not reviewed these recommendations and does not take a position on them.
We believe, however, that TEX-AN is very beneficid as alow-cost provider of advanced servicesto
public entitiesthroughout thestate. Any actionsto restructure the service should proceed with greet caution
and only with the highest levels of confidence that these serviceswill not be degraded.

The PUC Study

SB 560 a so required the Public Utility Commission (PUC) to conduct astudy of the availability and pricing
of telecommunications and information servicesin rura and high-cost areas of Texas. The report, which
is due by January 2001, isto consider al telecommunications technologies, including cable, wirdess and
advanced services,

The PUC study will assessthe extent to which the market, with current and foreseeable technologies, will
provide service to rural and hard-to-serve areas. It will further assess the costs of extending service
beyond the areasthe market isexpected to serve, and will suggest optionsfor governmental actionto reach
beyond the “market boundaries.”

The most discussed options for extending advanced services beyond the market boundary are expansions
of the Universal Service Fund, a broadening of the TIF, or a “TIF-like” funding solution. The FCC
announced earlier thisyear that it would re-examine the definition of universal serviceto determine whether
it should include broadband services. State and federal universal service is currently limited to voice
telephone service.

Other initiatives that have been used or suggested include low interest loans, grants, tax incentives to
telecommunications carriers, community networking and demand aggregation to make it economicaly
vidble for carriers to provide advanced services. Bills have been introduced in Congress that would
provide money for low interest loansto finance construction of high-speed Internet networksin rura aress.
Another approach is to provide a tax credit to
companiesthat invest

in high-speed Internet facilitiesin rurd aress.

Making good on the state' s promise of
“similar services at similar costs” is

potentially the most costly rural initiative In April 2000, the state of North Carolina

the 77th Legislature will undertake, but it announced a partnership with its three mgjor
issurely the most important. It will

require imagination and the cooperation
of all segments of theindustry and rural

communications companies (Bell South, Sprint
and Verizon) to bring affordable, high-speed
Internet access to dl North Carolinians within
three years. Thethree companies have agreed to
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work with Internet service providers, telephone cooperatives, state government and others in the
communications industry to provide affordable service to dl, regardiess of income, educationa level or

geography.

The North Carolina agreement proposes to provide loca did-up Internet access for every telephone
exchange within one year; wire the entire state within three years so that rurd areas will have access to
gmilar technology and smilar cods asthose in urban areas; and establish two pilot Telework Centersin
the most economicaly distressed areas within 18 months. These centers will be used by residents and
businessesto providetraining and technica advice for businessesinterested in exploring e-commerce (see
Appendix E, p. 84).

Other partnership gpproachesmay beuseful to consider. For example, abill introduced in Coloradowould
provide communities with state incentive grants to aggregate traffic, thereby creating an “anchor tenant”
to encourage private sector infrastructure investment. Throughout the country, citizens working through
nonprofit groups are partnered with loca providers to establish community technology centers, loca
networks and amyriad of innovative loca solutions.

Making good on the state’ s promise of “Smilar servicesat Smilar costs’ ispotentialy themost codtly rurd
initiative the 77th Legidature will undertake, but it is surely the most important. 1t will require imagination
and the cooperation of al segments of the industry and rurd leadership.

TheLand and Rural Trandgtion Industries

Rurd Texasisin trangtionand its economic portfolio, once dominated by the blue-chips of cotton, cattle,
ol and gas, is diversfying in many ways and now includes manufacturing, retail and service enterprises.
State leaders need to support rurd trangtion industries by asssting them through research, business
incubators and extenson services, in much the same way they do agriculture and minerd extraction
indudtries.

Experts have noted that rura industries of the future, like those of the past, will be significantly
rooted in naura resources. Many of our

State leaders need to support rural important, nature-based industries are ripe for
transition industries by assisting them devdopment and should be the subject of
through research, business incubators and favorable state attention.

extension services, in much the same way

they do agriculture and mineral extraction Texans enjoyment of theoutdoorsmanifestsitsalf
industries. in a multitude of ways that produce income and
jobsfor rurd citizens. Among the mgor income-
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producing activities are fishing, boating, hiking, birding, summer campsand retreets, dude ranches, hunting
and gameviewing. They dsoincude exotic game, public and private parks, camping, community farsand
fedtivas, historic sites, weekending and antiquing. Thereismuch that needsto be doneto better understand
these enterprises and the opportunities to build on them.

ChangesIn Rural Land Ownership

Changes in land ownership and use provide some important keys to understanding this trangtion. Texans
may be living more in the cities, but city dwdlers increasngly own land and spend time in the country.
Hobby farms and ranches, weekend getaways, hunting or fishing retreats and family inheritances all
demondtrate the phenomenon.

Redl estate brokersregularly polled by the Red Edtate Center at Texas A& M University report that farms
and ranches in many parts of Texas are being purchased by city dwellers for recreation, investment and
retirement. Their vaueisless dependent on ther potentid to produce income from agriculture and more
dependent on scenic and recreetiond amenities and on their proximity to urban

centers.®?

According to the Redl Estate Center, in recent years “consumers,” not ranchers and farmers, have
dominated rurd land purchases, and “recregtion” hasbeenthemain motive. The primary reasonrurd land
is put on the market recdls the Committee' s testimony about rura demographics. “retirement, age and
hedth” and estate settlement.

The fact that urbanites drive much of the tourism and recregtion industries, as well as rurd land vaues,
shows how rura and urban Texans depend upon one another. Our own economic health is dependent on
that of our neighbors. It dso shows the economic importance of maintaining the state's naturd legacies.

Conserving Our Natural Resources
According to the Governor's Task Force on Conservation, 97 percent of land in Texasis privately owned.

Conserving and managing these landsisimportant for thefuture of rural Texas. Initsrecent report, Taking
Care of Texas: A Report From the Governor’s Task Force on Conservation, the Task

2 Redl Estate Center. 1999. Rural Land Valuesin the Southwest: First Half, 1999. Charles E. Gilliland and
John Harris. Technical Report 1335. Texas A&M University, College Station, Texas. pp. 5-7.
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Force makes recommendationsto protect thelegacy. Theseinclude encouraging devel opment of outdoor
recreation opportunitieson private land; creating astatewide program to purchase devel opment rightsfrom
willing landowners for restricting future development of ther lands, reforming tax laws to encourage
conservation by private landowners, and expanding incentives and assistance to landowners for habitat
management. Further, they recommend that the Sate should devel op a comprehensive system to address
conservation on date lands, and for land and wildlife projects.

The Sdlect Committee does not take a position on the specific recommendations of the Task Force, but
it believes the report is a good example of the kind of work that will benefit rurd areas and should be
encouraged.

Hunting, Fishing and Recreation

Hunting and fishing are good examples of activities that are certainly appreciated as recreation but
undervaued as“industries.” Hunting income has been an important bridge for many farmers and ranchers,
providing new income as agricultura revenues have come under pressure. We know anecdotaly thet in
much of South and West Texas, hunting revenues can be sgnificant for individuad ranchers, and they are
less subject to market and weether fluctuationsthan agricultura income. On many game ranches, domestic
livestock production has been greetly reduced or eiminated adtogether. Hunting has hel ped support land
vaues, preserving the vaue of many farmers main

ast, thair land.

Viewed as an industry, hunting ranked 13th among agriculturd sectors, with $291 million in productionin
1999. Whilethisisjust two percent of total agricultura production, hunting ranks higher than such staples
as peanuts, turkeys, rice, sheep, goats and
oranges.®

Hunting and fishing are good examples of
activitiesthat are certainly appreciated as
recreation but undervalued as
“industries.”

FHshing and “recreation” produced estimated
revenues in 1999 of $131 million and $135
million respectively. Combined with hunting, the
total revenues from these three industries was
nearly $558 million in 1999, or 8th in the ranking
of agriculturd production. They produced amost haf as much revenue as cotton, and morethan broilers,

13 Texas Agricultural Extension Service. March 2000. Texas Estimated Value of Agricultural Production and
Related Items, 1996-999, 2000 Projects. Luke Wyse and Carl G. Anderson. Texas A&M University System, College
Station, Texas. p. 88.
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corn, vegetables or whesat.*

Tourism

Tourismis another industry with a growing impact on rurd aress. According to the Tourism Divison of
the Texas Depatment of Economic Development (TDED), in 1999 tourists spent $21 hillion in Texas,
including $2.25 hillion in rurd areas. Tourism is environmentdly friendly, and theimpact on rurd counties
can be much larger than the corresponding impact on  urban aress.

Although only 20 percent of Texasvistorsmadeit torura destinations, they had ardatively large economic
impact on rural communities. In 1999, tourism
industries employed 62,000 rura Texans who
earned $559.6 million, accordingto TDED. And
travel-related tax revenue has risen steadily over
thelast six years. 1n 1999, it accounted for $150
million rura tax dollars, most of it from
hotel/motel taxes.

Texas Historical Commission programs
illustrate the self-help and regional
cooperation the Select Committee believes
to be core conceptsin the partnership
between the state and local communities.
Such programs deserve support and
expansion.

TDED focus groups show that people go to the
country to relax and get away from the stress of
dty life. The weekend trip where driving time is
between three and five hours is becoming the preferred vacation, and many rural communities

arein agood pogtion to take advantage of thistrend.

Heritage Tourism. Many peopletravel to rurd Texasto relax and vidt historica and culturd Sites. In
1997, heritage tourigts spent $1.43 billion in Texas, according to the Texas Historicd Commission (THC).
THC saysthat “culturd and heritage tourism” has the potentia to become the preferred form of tourism
for the baby-boom generation, and rurd areas are well suited to capitaize onit.

THC has three programs that help rural communities attract heritage tourists: the Historic Courthouse
Preservation Program, the Texas Travel Trails Regiond Program and the Texas Man Street Program.
Eighty of Texas samdler cities and towns are partnered with THC in the highly regarded Main Street
Program, under which THC providestechnica support for revitalization, preservation and marketing. The
communities provide funding for the program.

The Trave TralsRegiond Program linkstogether multipletourism siteswithin aregion according to themes

4 ipbid.
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(e.g., Forts Trail, Independence Trail, Pecos Trall, Plains Trall, etc.). The program encouragesand asssts
communitieswithin aregion to jointly develop and market their attractions.

These THC programsillustrate the self-hel p and regionda cooperation the Select Committee believesto be
core conceptsin the partnership between the state and local communities. Such programs deserve support
and expanson. Enhanced coordination between culture tourism and nature tourism would provide even
more leverage for rura areas trying to maximize their gpped to tourigs.

Funding for tourism marketing and development. Tourismmarketing and development areachdlenge
for most rurd communities. Many revenue sources are avallable to help communities promote tourism,
induding the hotel occupancy tax and the 4B sdles tax. However, some rurd communities lack the
information to acquire funds and develop Strategic marketing plans. Private and State grant funds are an
important source, and state agencies that provide grants that can help tourism include: Texas Department
of Trangportation, Texas Commisson ontheArts, TexasHistorical Commission, TexasParksand Wildlife
Department, Texas General Land Office and the

Texas Department of Agriculture. In addition, the Texas A&M Extension Service offers grant search and
grant writing assstance to Texas communities at minima or no cod.

PART FOUR

OTHER FINDINGS AND RECOMMENDATIONS

Rural Health Care

Thereisasubstantid gap between urban and rurd hedlth-care. Rurd Texashasfewer professond hedth-
care providers and hospitas, and this limited access to hedth-care has significant health consequences.
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Texas 196 non-metropolitan counties have ahigher average degth rate, higher infant mortdity rates, higher
suicide rates and higher trauma degth rates than our 58 metropolitan counties, according to the data from
the Center for Rurd Hedlth Initiatives (CRHI). More than haf of Texas rura counties (101 of 196) are
consdered hedth professona shortage areas by the CRHI. Thelack of hedlth-care professonds affects
each and every rurd community.

Rurd areas continue to lose hedth-care facilities, 62 rura counties do not have a hospita, and 28 rura
hospitals closed between 1984 and 1988.> While many of these facilities reopened as other hedth-care
businesses, many were abandoned, with the resulting loss of hedth-care, employment opportunities and
economic support for the community.

Having alocd hedth-care ddivery sysemin arurd county also contributes to the economic hedth of the
community. It is well documented that businesses seek communities with an adequate hedth-care
infrastructure when choosing alocation. In addition, it is estimated that every hedth-care dollar spent in
arurd arearecyclesthrough that community a least oneand ahdf times. According to the Federd Office
of Rurd Hedlth Policy, one rura physician generates more than five full-time jobs and $233,000 in locd
economic activity. Eachtimeadcitizen of arurd community leavestown for hedth-care, that ismoney lost
to the community.

The changing demographics of rurd Texas aso heighten the need to address the shortage of hedlth-care
professonds and facilities. The aging population of rurd aress requires additiona hedth services and
expertise. The avallability of hedth-careis often akey factor in aretireg’ s decison about where they will
chooseto live.

Texas has been a nationa leader in using computer/video medical communications, generaly referred to
as telemedicine. However, redrictions on hedth insurance reimbursements and the inability of dl rurd
hedlth providers to access date grants for telemedicine equipment and training

have resulted in the limited use of telemedicine in rurd areas of Texas.

Shortage of Physiciang/Allied Health Professionals

Thereisachronic shortage of virtualy dl types of hedth-care professondsin most rura communities of
Texas. Oftenthe only doctor avallablein arurd areaisaprimary care physician. However, 26 counties

in Texas have no primary care physician. Thirteen countiesin Texas have only one primary care physcian.
Only 11 percent of primary care physicians in Texas practice in arurd county. Besides being in short

15 Center for Rural Health Initiatives. Rural Health in Texas, 1999, A Report to the Governor and the 76th
Texas Legidature, January 1999. p. 41.
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supply, rurd physcians see more patientsthan their urban counterparts, averaging 143 patients per week
compared to 100 for urban physicians. While accessto a primary care physician ismost often cited asa
problem, rura Texasisaso lacking in specidigts, dentists, mid-level practitioners (APNs, NPsand PAS),
nurses, mental hedlth professionals, emergency medica sarvices personnd and pharmacists.2®

The recruitment of primary hedlth-care providers should be recognized as the most sgnificant hedth-care
dilemma facing rural Texas. There should be a more unified gpproach to hedth provider recruitment.
Because sudies show overwhemingly that those who practicein rurd counties have arura background,
recruitment should focus on younger rurd students with a future interest in medicine. Loan repayment
programs should beunified and expanded. There
_ i should aso be a push for provider retention for
The .reCI‘UItment of prlmar)./ health-care those drwy pra:tlcmg in rural counties. The
providers should be recognized as the most emphasis on improving access to health-care in

significant health-care dilemma facing rurdl areas mugt indude all needed professiond
rural Texas. disciplines.

The date should implement a comprehensive
approach to recruit hedth-care providers to work in rura areas by coordinating existing programs and
services, and coordinating efforts between state and locd entities, including:

. maximizing physician loan repayment programs;

. expanding loan forgiveness programs to mid-level practitioners and nurses who agree to
practice in rurd areasfor a pecified time;

. edablishing aphyscians rdief program that dlows rurd physcdanstimeto obtain  continuing
educetion or for persond time;

. expanding opportunities for medica school training in rurd hedth-care settings;

. creating educationd programs at rurd universities, community colleges, and high schoolsto
mentor students with a future interest in medicineg; and

. encouraging rura communities to assst the spouse of arecruited hedth-care provider to
become part of the community by helping the spouse find employment and housing.

16 ipid. pp. 7-8.
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In addition to the above points, the Sdect Committee received information suggesting that Texas' process
for licenang out-of-sate physicians to practice may be unduly dow and cumbersome. While the
Committee has no independent evidence to support or refute the contention, the issue merits
review.

The integrity of the licenaing process mugt, of course, be maintained. But rurd communities face great
difficultiesin retaining and recruiting health-care providers, and these should not be further complicated by
unnecessary procedural obstaclesor delays. Congderation should be given to assigning priority handling
proceduresto licenang requestsfor communitieswith no physcian, or for thosewho arethe most severely
underserved.

Telemedicine Services and | ssues

Tdemedicine, the ahility for hedlth-care providers to consult about, diagnose and treat medical problems
over long distances using computer-based video equipment, satdllites and high speed transmission lines,
isatool that holds tremendous promise for expanding access and quality careto underserved rurd aress.
While tdlemedicine should not replace the care of atrained professiond, it can serve as an invauable tool
that allows a patient access to a hedth-care
professond in a manner tha might not

otherwise be possible. It iscrucial to confront the reimbursement

_ issues, becauseif health-care providers are
There are afew issues that must be addressed | not paid for consultations, thereisno

to assure that telemedicine achieves its full incentive to continue, or expand’
potential to deliver cogt-effective and reliable | telemedicine technology.
hedth-care in rurd aress, including adequate
reimbursement of telemedica consultations and
affordable high-speed  telecommunications
infrastructure.

In 1997 the legidature directed the state Medicaid program to reimburse rura telemedicine consultations,
but rules adopted for Medicaid reimbursement have often limited rather than promoted the use of
telemedicine in rural Texas. It is crucid to confront the reimbursement issues, because if hedlth-care
providers are not paid for consultations, there is no incentive to continue, or expand, telemedicine
technology.

Under Medicad rules, consulting physciansaredigiblefor medicaid reimbursement only whenthe hedth-
care provider presenting the case is a physician or advanced practice nurse practicing in amedica clinic.
This rembursement rule limitsthe use of telemedicinein rurd communitieswhere the only accessto hedth-
care isthrough nursing homes and school dlinics staffed by nurses and
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physician assgtants (PAS). By withholding reimbursement for telemedicine, this rule denies the legitimate
use of telemedicine to the rurd Texas communities that would benefit most from this technology.

The cogt of telemedicine equipment and advanced tdd ecommunications infrastructure connectivity needed
for telemedicine preventsmany hedth-care providersfromtaking partin atelemedicine network unlessthey
recelve satead. The Teecommunications|Infrastructure Fund (TIF), which was crested by thelegidature
in 1995 in part to pay for equipment, wiring, video-conferencing, and related training costsfor telemedica
projects a nonprofit hedth-carefacilities, has made grant awardsto 348 rurd hedth-carefacilitiestotaing
about $20.5 million.

While TIF grants target rura and medicaly underserved areas, currently only nonprofit heath-care
providers may receive the grants. However, the mgority of front-line providersin rurd areas are private
practitioners. If TIF grants were available to more providers, rura areas would be more able to benefit
from telemedicine' s capability to attract, train and support hedth-care practitioners and provide many
forms of care to underserved populations.

The 1995 law creating TIF, HB 2128, required that Southwestern Bell and GTE/Verizon sgnificantly
upgrade their infrastructure for the digitd economy by January 2000, and that these companies provide
broadband, digital services for voice, video and data interconnection upon request to dl educationa
inditutions, libraries, nonprofit telemedicine centers, public or nonprofit hospitals and projects funded by
the Telecommunications Infrastructure Fund (T1F) at the preferential cost of five percent over actua cost.

As was noted in the section on the advanced telecommunications services, some telecommunications
carriers believe that these rates are scheduled to expire on September 1, 2001. Although thereis some
dispute between the PUC and the carriers about how |ong thelegidatureintended the ratesto stay in effect,
their expiration would cause customer cogts to double or triple, making the services unaffordablefor rurd
hedlth-care service providers. If necessary, the 77th Legidature should resolve thisissue.

It is imperative that the Sate focus on building a technologicd infrastructure in our rura counties. The
avalability of technology in rura areas not only increasesthe potentid to improve diagnosis and treatment,
but aso decreases the travel time for patients, keeps hedth-care dollars in a community, and gives
providers a necessary incentive to practice in rura aress.

In summary, to improvethe efficacy of the state telemedicine program, the state Medicaid program should
be required to reimburse any Medicaid provider who participatesin arura telemedicine

consultation as well as rurd telemedicine consultations conducted by nurses or PAs who practice under
the supervison of a physcian. Rurd school dinics and nursng homes should be digible locations for
telemedicine consultations conducted by approved digible hedth-care providers.  Also, rurd for-profit
hedlth-care entities should be digible for TIF monies.
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Texas Emergency Medical Services(EMS) System

Texashasmade progressin its statewide trauma system since 1989, when the legidature passed legidation
developing a statewide EM S trauma system. Currently, the sateisdivided into 22 TraumaService Areas
(TSAs), with a Regiona Advisory Council (RAC) coordinating activities in eech TSA. Each RAC is
required to implement aregiona EMS trauma system. This systemisestablished to ensurethat aninjured
person is transported to the closest, most appropriate facility.

Although Texas has accomplished much in the devel opment of astatewide EM S system, there are severd
problems unique to the rural counties that must be resolved. Rural aress often lack the means

to provide necessary EMS resources, and therefore death rates due to traumain rural areas are threeto
four times higher than those of similarly injured patients in urban counties.*’

The most important chalenges facing rurd EMS systems are recruitment and funding. Volunteer EMS
deff, called Emergency Care Attendants (ECAS), make up alarge portion of the EM S gtaff in Texas, and
amgority of those volunteers are located in rurd aress. Volunteer ECAs utilize the same standards as
career professona ECAs. The use of volunteers in rurd EMS firms is critical to maintain operations.
Therefore, it is crucid to maintain a baance of wdl-trained volunteers without burdening them with
expendve, time-consuming continuing education. Texas does not require a county government to provide
EM S funding, which leadsto alack of resourcesin many counties. In response, the legidatureisworking
through grant programs and tobacco allocations to increase the funding for EM S systems statewide.

To improve EMS service ddivery inrurd aress, the Emergency Medica Advisory Council established by
the 1999 Department of Health Sunset Legidation (HB 2085) needs to become a cohesve EM S system.
Additiond rura representation should be added to this Council to ensure rurd Texasissues are explored.
In addition, the Council should be directed to conduct a study to assess the availability of EMS services
statewide and devel op specific proposasto strengthen rura EM S services and educational opportunities.
Findly, Texas should work to encourage awareness of EM S scholarship opportunities (e.g., The Center
for Rurd Hedth Initiatives Rurd EM S Scholarship Incentive Program).

Education

Ultimatdly, the future of any society depends on its people, their commitment to gods and their ingenuity

17" Center for Rural Health Initiatives. Policy Brief on Rural EMS Issues prepared for the House Public
Health Committee, 76th Legislature, January 31, 2000.
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in getting to those gods. Education isthe link between the commitment and the attainment of the god.

Experts commenting on rurd development invariably place emphasis on education as a meansto improve
the “human capita” underlying any economy. According to a noted labor economist, studies show that
investments in human capita produce returns that outstrip those on non-human

capital.*®

Rura communities face an education dilemma. They recognize the need for young people to have high-
quality education in the most modern sciences
and technologies. However, to get the training
young people must atend colleges and
univergtiesin citiesand metropolitan areas. And
once gone, they typicaly do not return.

Studies show that investmentsin human
capital produce returnsthat outstrip those

on non-human capital.

Problems in the education arena for rurd

communities include resolving the “brain drain” dilemma, but dso making the most of what they have.
Strategies go well beyond public schoals, and include

training for leadership capacity, improving business skills, rasng the skill of rural workers and

offering opportunitiesfor higher education. The Sdect Committee considersitsprincipa recommendation,
to improve leadership capacity, to be part of an overall education strategy, and the potentia for distance
education to mitigate the braindrain dilemma s obvious.

Community Colleges

Community colleges, including technica colleges, occupy animportant nichein serving rurd needs. They
are “closer to home,” which helps with the brain drain issue.  Full-time students can stay closer to home,
and others can pursue or continue education without leaving home or jobs. Community collegesare dso
important as “gateways’ to higher education. Many firg-generation sudents, bothrura and urban, begin
their educationa careersin community colleges.

According to the Texas Association of Community Colleges, 98 percent of dl Texanslivewithin 50 miles
of acommunity or technica college, and one quarter of dl studentsin Texas public colleges today sarted
in a community college. Seventeen of the 50 community collegesin Texas are in rurd counties, and in
1999-2000 their enrollment was 127,000 students.

Community colleges are dso more attuned to local communities than four-year inditutions. They serveas

18 Ray Marshall, Professor, LBJ School of Public Affairs, University of Texas at Austin, prepared remarks at
the April 2000 conference, Beyond Agriculture: New Policies or Rural America, sponsored by the Center for the
Study of Rural American, Federal Reserve Bank of Kansas City.
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repositories of technical and academic expertiseto their host communities, and they respond more quickly
to the changing curriculum and technicd training needsof local school didtricts, communitiesand businesses.

Community colleges play a pivotd rolein rura education and are open to dl individuds by virtue of an
open admisson policy. In addition to

teaching studentsacademic coursesleading

to anassociate degree, community colleges
Problemsin the education arena for rural catify sudents completing vocaiond
communitiesinclude resolving the “ brain drain” programs in skilled and semi-skilled
dilemma, but also making the most of what they occupations. Community collegesdsoare
have. Strategies go well beyond public schools, charged with providing continuing
and include training for leadership capacity, education, developmenta education,
improving business skills, raising the skill of counsding and guidance programs,
rural workers, and offering opportunities for workforce development training and
higher education. retraining, and adult literacy and basic

kills programs.

For all of the above reasons, the Select
Committee believes community colleges deserve the continued and enthusiastic support of the legidature.
In addition, the Sdlect Committee supports continuation of automatic admission of the top 10 percent of
high school graduating seniorsto Texas colleges and univerdties. Thisinitiative gives more rurd students
the opportunity to attend state colleges and universities, including the flagship inditutions.

Community College Funding

Rurd community colleges experience some specid funding chdlenges. Generdly, rurd college didricts
have smaller tax bases and higher tax ratesthan their urban counterparts. While urban community colleges
can rely on alarge number of part-time ingtructors, rurd areas have a much smaller pool of qudified
ingructorsfromwhich to choose, and they often haveto offer full-time positionswith the associated benefits
suchasretirement, paid vacation, hedth-care and Sick leaveto attract and retain ingtructors. Thisincreases
their overhead. Generdly, fixed adminidtrative costs are higher in smdler indtitutions, and rura colleges
would benefit from a recognition of these higher cogts in the funding formulas.

The community colleges dso fed that certain budget performance measures fail to recognize how their
missions differ from those of the four-year inditutions. Specificaly, measuresreating to student retention
do not recognize their role as entry points to higher education or their rolein
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lifdong leaming.® This concern merits review by the legidature.

Wor kfor ce Development

The state’ s workforce development and welfare-to-work programs should occupy an important placein
the education of rura Texans. Higher levds of poverty and, in some regions, declining employment bases
highlight the specid needs of rurd aress.

The“*Work Firg” philosophy and new time limits for Temporary Assistance for Needy Families (TANF)
makeit critica that rurd residents have accessto employment training and services. With enactment of the
Persona Responsibility and Work Opportunity Reconciliation Act (PRWORA) in 1996, TANF funding
was increased, providing the opportunity to expand employment services.

Unfortunately, both state and federd performance mandates drive the Texas Workforce Commission
(TWC) and loca workforce development boards to concentrate services in the most populous aress.
Whilethisisthe mogt effective way to serve the largest numbers of people, there has been no incentive,
ether by a funding formula or mandate, to provide services to rurad areas. The mgority of TWC's
“minimum service’ counties are rurd areas where thereis limited infrastructure for education and training
and, more significantly, less access to employment.

With support from members of the Sdect Committee, TWC has begun a three-part initiative to address
the problem. Loca workforce development boards are developing unique programs to serve primarily
rurd areas with $1 million in funding.

Thefirg initiative will target 19 board areas that cover 42 rura counties. Ten boards will each be digible
for $50,000 grantsto devel op programsfor rura servicedeivery. Thesecondinitiativealocates$200,000
to find innovative ways to use technology in rurd arees. A third initictive

dlocates $300,000 to assist boards in using local rurd experts (such as county extension agents) in
determining how to best ddliver servicestorura areas. Ultimately, by September 2001, the best practices
and results from these initiatives will be selected for use in possible future programs.

The legidature should support these efforts to improve access to Texas Workforce Development services
and must ing g that rura citizens have reasonable access to gate services of al kinds.

Training for Community and Business L eaders

The Committee believesthat recommendationsto improvetraining for community and businessleadersare

19 Marc Cisneros, President of Texas A&M University Kingsville. Testimony to the Select Committee on
Rural Development, May 18, 2000, Kingsville, Texas.
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important. A program patterned on the FARM Assistance Program devel oped by the Texas Agricultura
Extenson Service deserves congderation.

Under FARM assistance, which stands for Financia and Risk Management Assistance, farmers and
ranchers receive expert consultation on the business aspects of their agricultural operations. A database
that is used to modd economic and policy changes are an important by-product of the consultations.
Similar programs could be vauable for busness men and women, and community leaders could benefit
from programs that modd public finance and economic development under a variety of scenarios.

Economic Development

Economic development is a catch-dl phrase generdly referring to business recruitment and expansion,
which are often the primary goas of economic development practitioners. The Select Committee was
charged with reviewing community development, which is broader in concept than just economic
development. Any efforts to improve the qudity of life in a community aso improve the chances for
economic development. After all, businesses want to locate in communities where there are good
educational opportunities, hedth-care, infrastructure, recreation and culture, aswell asthe specific busness
amenities. Businesses are atracted to cities and towns with energetic and

able leaders who have avison for the future of their community.

Business recruitment and retention are important goals, and it is appropriate that they continue to be
pursued. Communities must be cautious, however, to put these gods in perspective and not overcommit
themsdves. Smdll, isolated communities are likely to have limited success in recruiting businesses of any
gze. A singleminded focus on that objective may cause equdly important community issues, such as
education or health-care, to be neglected.

Economigtsreport that acommunity in pursuit of

a “big catch” can eadly find itsdlf a net loser | Business recruitment and retention are
because the dedl may fall through and expensive | important goals, and it is appropriate that
infrastructure is never put to use, or because | they continue to be pursued. Communities
more was given than the community will ever | must be cautious, however, to put these

recoup, or a success turns to failure when “the | goalsin perspective and not overcommit
catch” goes out of business or looksfor abetter | themselves.

ded when the tax abatements run out.

Texascurrently providesrura devel opment servicesthrough avariety of agenciesand indtitutions, including
various universties, TDED and the Texas Department of Agriculture (TDA). A number

of committeewitnessesfelt that the current division of reponghilities, especidly between TDED and TDA,
is not efficient, and they advocated consolidating the functionsin one location.

Select Committee Report on Rural Development -68-



A Report to the 77th Legislature

4A and 4B Development Corporation Act Sales Taxes

Within the more narrow meaning of economic development there are issues that merit attention.

Cities chief economic development tools, Sections 4A and 4B of the Development Corporation Act,
continue to be the subject of much discusson. Many communities cannot access the half-cent sales tax
because they are “capped out.” That is, their locd politica subdivisions have aready indituted sdestaxes
equaling the two percent maximum alowed by state law, so no additiond taxes are permitted.

Smdler cities (those with a population of 50,000 or fewer and located in a county of 500,000 or fewer)
fal under Section 4A, which redtricts the use of funds more than Section 4B. However, even the larger
cities with access to Section 4B funds generally want more flexibility in the use of the funds, and the
tendency has been for the legidature to broaden the permissible uses.

The Sdect Committee believes that greater flexibility would be vauable for many communities, but the
legidature should congder tying expanded flexibility to incentivesfor bonafideloca planning and continuing
leadership development efforts. Such incentives would serve the dua purpose of maximizing the benefit
of the tax expenditures and promoting local capacity to act.

Smart Jobs

The Smart Jobs program is another important tool cited by many witnesses before the Select Committee.
The program has been greatly weakened by lax management and is under review pursuant to the Sunset
Act. Smart Jobs futurewill be shaped by the 77th Legidature, and members of the Sdect Committee are
not unanimous regarding the vaue of the program.

Smart Jobs advocates should be attentive to programmetic changes that could wesken its applicability to
rurd areas. Much concern has developed about requirements imposed by the 76th Legidature limiting
grants to projects that would result in jobs with wages at or above the county average wage. Since the
Smart Jobs program has been mostly dormant since this change became effective, the actud effect onrurd
grantsis not known. However, legidators should be aert to other changes that would unduly bias grant
procedures to the detriment of rura workers and businesses.

The Community Development Block Grant Program (CDBG)

The CDBG program is not often mentioned as an economic development tool despite the fact that it
distributes over $30 million per year in federal funds to cities under 50,000 people and counties under
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200,000. Thefunds are provided under Title | of the Housing and Community Development
Act of 1974 under the block grant model, which gives communities broad latitude to use the funds for a
variety of development activities.

In Texas approximately 12.5 percent of CDBG monies are set aside for colonias projects, and

another 15 percent goes to the Texas Capita Fund. Other smdler amounts are dedicated to housing,
planning and disaster relief. However, dmost $50 million ayear is distributed for development projects,
which the adminigtering agency, the Texas Department of Housing and Community Affairs

(TDHCA), has decided should be used dmost exclusively to fund water and wastewater projects.

CDBG providesvauable hdp to hundreds of Texascitiesand towns, including thevery smalest ones. The
Sdect Committee believes CDBG can be even more vauable by becoming more flexible and repongve
to rurd interests. Even though grant applications are evauated both regionaly and by TDHCA, the
agency’s priority weighting for water and wastewater preclude most other kinds of requests from being
funded. We bdieve communities should have the flexibility to pursue projectsthat are loca development
priorities, particularly if they are proposed pursuant to a bona fide planning process.

Furthermore, CDBG policy should be made by a board whose members represent the diversity of rurd
Texas, and whose expertise and loydties lie with rurd Texans.

Texas Capital Fund. The TexasCapital Fund program uses CDBG fundsto spur economic devel opment
through grantsto citieswith popul ations of 50,000 or less, or countieswith lessthan 200,000 people. The
program, operated by the Texas Department of Economic Devel opment

(TDED) under amemorandum of understanding with TDHCA, providesincentivesto companiesto locate
or stay in rura Texas communities through three programs. the Infrastructure Development Program, the
Real Egtate Program, and the Main Street Improvements Program.

The criteria and processes used for digtribution of the Capita Fund should be reviewed. Capitd Fund
grants are intended for rura communities, yet areview of Capita Fund grants made from 1997-99 shows
that over haf the grants to cities were to cities in counties classfied as “metropolitan” by the Office of
Management and Budget (OMB). Three of the seven grantsto counties were to “ metropolitan” counties.
The Capitd Fund isfinanced through the CDBG program, which istargeted to non-metropolitan aress, as
metropolitan areas receive community development block grant funds directly.

The Sdect Committee acknowledges that rura communities can existin OMB’s* metropolitan” counties.
However, most of the grants are clustered dong the IH-35 corridor from San Antonio to the Red River
and aong the IH-10 and US 290 corridor between Austin/San Antonio and Houston. Only 1 of 70 grants
was made in the 96 counties west of aline roughly from Vernon to Abilene to Laredo.
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Economic Development and Electric Utilities

Rurd communities have long benefitted from the assstance of economic development professionals
employed by public utility companies. With the advent of restructuring, it is feared that these services will
be logt as “ sranded benefits’ in the competitive environment. The eectric deregulation

hill enacted last sesson limited the ability of eectric utilities to continue to fund economic development and
community support activities from income from regulated retes.

Traditiondly, dectric utilities had partnered with local entities, especidly the Chamber of Commerce, to
promote economic and community development, spending over $10 million a year in support of loca
efforts. The PUC has acknowledged the problem by agreeing to review the practice on a case-by-case
bass. Thelegidature should clarify the PUC' s authority to dlow such expenses as a part of utilities.

State Projects

State government often engages in mgor job or income-producing projectswhere thelocation of facilities
has an impact on thelocal economy. The most notable recent example is the prison construction program
of the early to mid-1990s. In other instances, the state influences the development or location of private
ventures through statutory assstance, funding, or Sting regulaions. Some examples include the low-level
radioactive nuclear wastefacility (not built), the super-colliding superconductor (canceled), backing for the
Pan American and Olympic Games bids, and enabling legidation for sports arenas.

The 77th Legidature will be asked to consider additiond proposdss, including funding and certain
tax exemptionsfor aspaceport. Theeconomic spin-off injobs, new businesses, popul ation growth, income
and tax revenues would be very subgtantial.

In congidering such projects, the legidature must weigh the economic costs and benefits. Rura advocates
should pay particular attention to projects like the spaceport that, by their very nature, may jump-start
development in isolated areas where opportunities are otherwise severely limited.

Transportation

Texasroads and highways are the envy of most states and are agreat economic benefit to rural and urban
areas. However, in order to prevent further deterioration of the state's rurd transportation system, the
Texas Department of Transportation (TXDOT) needs to redirect more funding to upgrade, maintain and
repair the farm-to-market road (FM) system. In addition, the impasse regarding county roads must be
broken, and the state needs to help preserve criticd rail linesin danger of abandonment.
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Upgrading and Maintaining Roads

The mgor factor affecting rura road conditions is the increase in truck weight limits. Mogt of the FM
system, which accountsfor 52 percent of the entire state highway system, wasbuilt inthe 1940s and 1950s
when the lega gross limit for vehicles was about 60,000 pounds. The weight limit was

raised to 72,000 pounds in 1959, and then to 80,000 pounds in 1978. The increased weight limit and
vehicle traffic have accelerated the deterioration of many rurd roads.

TXDOT has two programs dedicated to the farm-to-market system -- the FM Expansion program that
places county roads on the state system, and the FIM Rehabilitation program that upgradesand maintains
the FM system. Although funding for these
programs has nearly doubled since 1999,
two-thirds of the funds go to expansion of the
state system, and one-third go to rehabilitation.
The annual funding level for 2002-2003 is $80
million -- $60 million for expansion and $20
million for rehabilitation. Although this money is
dedicated to the roads in rura aress, it is only
about 10 percent of TXDOTSs tota expenditures
for thefarm-to-market road system, which TXDOT commissioner Robert Nicholsinformed the committee
was $739 million in 1999.

Rural Texaswould benefit from the
allocation of significant new fundsfor
maintenance of the FM system, either by
appropriation or reallocation internally by
TxDOT.

Rurad Texas would benefit from the dlocation of significant new funds for maintenance of the FM system,
ether by gppropriation or redlocation interndly by TXDOT. TxDOT has provided the

Sdect Committee with information that additional funding now will save money in the long run, as

it will mitigate the cumulative effects of deterioration.

In addition, the quandary over how to finance county roads and bridges continues to be important and
unresolved. Thisissue hasbeen considered by previouslegidaturesand reviewed by the House Committee
on Trangportation. It is apparent that there are no easy answers here and the Select Committee will defer
to the leadership of the Transportation Committee.

Rail Service

Another problem facing rurd transportationin Texasisthe decline of rail service. According to testimony
given the committee, Texas haslost 4,000 miles of rail lines since 1980, in contrast to the 1,500 mileslost
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inthe entire period between World War |1 and 1980.%° Thelineswerelost in part dueto mergers, but also,
in part, because they were uneconomica. Abandoned rail linesarelost forever. Oncethey are taken up
and sold as salvage, they will never be replaced.

Rail trangport has many advantages. It remains the chegpest means of bulk transport, and rail cars can
carry three to four times the weight of the heaviest trucks alowed on the highways. For thesereasonsrail
trangport has the potentid to aleviate the deterioration of rura roads, to lessen the cost of moving rurd
products to markets, and to mitigate the deterioration of ar quality.

Mergersin the wake of the 1980 federa deregulation of railroads have contributed to the high rate of rall
abandonments, and many lines are uneconomica. However, rall lines are basic infrastructure,
and the gate should seek to save those that have the potentia for economic viability.

TXDOT is seeking an appropriation that would dlow it to purchase criticd rall lines to prevent
abandonment, and then to lease those lines for commercid operation. We bdlieve thisidea has merit and
that it is aso gppropriate for the areas recelving the economic benefit of the lines to contribute a portion
of the acquisition cost. Such contributions are possible throughout the formation of ral didtricts by the
respective commissioners courts.

Natural Resourcesand Rural Texas

Texasisblessed with abundant natural resources, but increasing population and industrial growth increase
the pressures endangering our clean water and clear skies. Rura Texasishometo amgority of thestate's
reservoirs, and vast portionsof our mgjor aquifersunderlierura lands. But the demandson our rura water
supplies are increasing, bringing the long-term viability of some of the rural water supplies into question.
I naddition, dthough wetend to think of air pollution as an urban problem, rural Texasisno longer immune
from ar qudity regulation.

The House Committee on Natural Resources has studied and reported on al issuesrelated to
groundwater availability, including the role and needs of groundwater conservation didricts to ensure
effective management of the resource, and the House Environmental Regulations Committee has reviewed
program optionsin al areas of the state for achieving and maintaining compliance with federd ar qudity
requirements while preserving the potentia for economic growth. The Sdect Committee defers to these
ganding committees and commends their work to the 77th Legidature. However, in order to provide a
comprehensive overview of maor issues, this report will review and highlight those of particular rurd

20 Robert L. Nichols, Texas Transportation Commission. Testimony to the Select Committee on Rural
Development, February 15, 2000, Mt. Pleasant, Texas.
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interest.

Water

Rurd Texas rdies mostly on groundweter for its water supply which, in addition to irrigating agricultura
land, isused increasingly to provide drinking water for citizensin dl areas of the sate. The need to baance
individua water rights, the sate's overal need for water, the drinking water needs of urban areas, and the
water needs of rurd Texas are some of the most contentious and pressing issues facing legidators.

Groundwater and therule of capture. Groundwater iswater that percolates below the surface of the
earth. In Texas, the right to pump groundwater is viewed as a private property right. Common law gives
surface property ownersthe right to drill wells on their property and to capture the groundwater benegth
the surface of theland for beneficia purposes. This“rule of capture” was adopted by the Texas Supreme
Court in 1904 and remains the prevalling law in groundwater

disputes. The rule gives landowners aright to withdraw water from beneath their land without the threet
of ligbility from another landowner, provided that the water is not wasted or pumped in such
away that it wilfully injures or causes subsidence to a neighbor’ s land.

The chdlenge of baancing the need for planning with the rule of capture has largely been answered by the
creation of groundwater conservation districts. These may be created as speciad-law didtricts by the
legidature or as genera-law didtricts through a petition process at the TNRCC. Generdly, groundwater
digtricts are governed by locally elected directors and financed through local property taxes, various fees,
or acombination of the two.

Conservation digricts may edtablish rules to
regulate groundwater pumping. The rules | The challenge of balancing the need for
generdly specify the location of wells or limit | planning with the rule of capture has
the amount of water produced by awell asa | largely been answered by the creation of
means to manage the groundwater resource. groundwater conservation districts.

Eventhough therule of captureisrecognized as

the prevaling law governing groundwater

pumping, the state has recognized, and the Supreme Court has reaffirmed, the need for regulation through
locad groundwater conservation digtricts, and the Texas Water Code specifies that groundwater
conservation digtricts are the

preferred method of managing groundwater. Groundwater rules supercede the rule of cgpture within
adigrict.

Laws concerning the creation and makeup of groundwater didtricts, their size, funding and regulatory
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powers continue to evolve. Theimportance of groundwater and its regulation behoove rura advocatesto
be mgor participantsin these discussons, asthey may ultimately impact such critica issuesasthe sdeand
export of groundwater, conservation requirements and priority alocations in times of scarcity.

Most of the rura areas of West Texas are included in groundwater conservation didtricts, but the districts
arevery uneven intheir use of the tools afforded them, and many other areas of the state have few didtricts
in place. This has the potentia to upset the balance between state and local interests, as it gives rise to
arguments that more state control is necessary to assure adequate management of this precious resource.

Surface water. Whileit islessimportant to rura Texasthan groundwater, surface water ill playsavitd
role in rurd areas. Surface water reservoirs can be beneficid to rurd Texas in many ways, including the
creationof new drinking water supplies. However, reservoirs aso generate tremendous economic activity
because of recreetion activitiesand e ectric generation facilities. And the development of additiond surface
water, arenewableresource, will help reducerura Texas dependence on groundwater, alimited resource.

Unfortunately, the development of new surface water supplies has not kept pace with the increasing
water demandsin the state. Only five reservoir Stes currently have approved TNRCC permits. These
gtesaredl located in rurd areas of the state and will creste more than 500,000 acre feet of water. Y,
only two dtes are in the preliminary congtruction phases, and the three remaining sites may require
additiona permits from the Army Corps of Engineers and other entities. It isusud for

it to take up to 20 yearsto plan, permit and congtruct areservoir.

The state hasrequired that dl Texascommunities plan to devel op the water suppliesnecessary to meet their
needs for the next 50 years. However, rura regions may find that the great expense and limited financing
options effectively preclude surface water development from their plans.

Currently, the state makes loans through the Texas Water Development Board (TWDB) to loca entities
to finance the acquisition, improvement, extension, or congtruction of dams, reservoirs and other water
storage projects. While these loans are beneficia in terms of interest rates, financing mgor surface water
projectsis difficult because it takes so long to complete the project. Typicaly, an entity may be required
to begin debt service on theloan in asfew as seven years, while the project may takein excess of 20 years
to complete. As a result, entities must begin loan payments without the ability to sdll the resource--
impounded water--necessary to generate revenue.  In regions with limited economic activity, smal
populations and smal tax bases, thisisimpossible.

At least one solution to the problem has been suggested . The state could assume more of the cost

of reservoir development and, in return, hold some of the water developed in trust for short-term use.
Regardless of whether the water is used for rurd or urban needs, the state would have the flexihility to
direct it to the most beneficid purposes.
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The importance of surface water, and the current impedimentsto developing it, makeit imperative that this
and any other congtructive suggestions are given due congderation.

Junior Water Rights. The Texas Water Code contains a provision that makes the transfer of a surface
water right from one basin to another junior in priority to other water rights within the transferring basin.
Supportersof this provison, known asjunior water rights, say it isdesigned to ensurewater supplieswithin
the basin of origin during times of drought. Opponentsclaimthat junior water rightscreateabarrier tothe
movement of water that is needed to address the demands created by the population growth of the state.

Even though rurd Texas relies more heavily on groundwater, surface water supplies are integrd to the
economic health of rura Texas. Rura communities depend on lakes and flowing rivers to support loca
businesses; eectric companies need sufficient supplies of water to meet their generation needs, and some
agriculture producers rely on surface water for irrigation or weter for livestock. Asaresult, thelegidature
must ensurethat sufficient water suppliesareavailableat dl timesfor rural Texas, and thejunior water rights
provison helps accomplishthat goal. However, aternativesto transferring water rights, such aslong-term
contract sales of water or the creation of

economic development funds within the transferring basin should be consdered during the coming
legidative sesson.

Water quality. Problems of water qudity are just as serious, and in some areas more serious, than those
affecting quantity. New TNRCC rules threaten to shift significant pollution control responghility to rurd
areas, and to agricultura producersin particular. Also, numerous rurd water systems need maintenance
and upgrades that smal communities Smply cannot afford without help from the sate.

TNRCC' snew statewide approachtowatershed
management  shifts the focus of pollution Rural landowners may have to submit
prevention from one of looking soldy a the plansto control runoff from agricultural
“point sources’ of pollution to onethat examines land, thusincreasing costs of agriculture
the overdl hedth of the water qudity in a production. And rural cities and towns
watershed. The program assesses the “total | Mmay face increased permitting costs for
maximum daily load” (TMDL) of pollutants a | their wastewater plants.
water body can assmilate and still meet water
quality standards. To determinethe TMDL for a
water body, the TNRCC must account for dl sources of pollution, including non-point source runoff. A
watershed that is out of compliance with quaity

gandards will have to devise and implement a plan to become compliant.

Thus, for thefirgt time, rurd landowners may have to submit plansto control runoff from agriculturd land,
thusincreasing cogts of agriculture production. And rurd cities and towns may face increased permitting
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cogtsfor their wastewater plants. They may aso be required to ingtal additional processing equipment to
meset lower pollutant discharge limits.

Importantly, diverse condtituencies within rurd areas may come into conflict with one another asthey go
through the process of negotiating the e ements of a compliance plan.

The Texas Soil and Water Conservation Board now adminigters the stat€' s non-point source pollution
program, which facilitates voluntary efforts to mitigate such pollution. Both TNRCC and the Soil and
Water Conservation Board are under Sunset
review, and ther Sunsat legidation should be

Diverse constituencies within rural areas closdly attended by rurd congtituencies.

may come into conflict with one another

as they go through the process of Many water systems in rurd Texas have
negotiating the elements of a compliance exceeded their designed life and are in need of
plan. repar. Edimates for replacing these aging

sysems eadlly run into the billions of dollars. Not
only will new federa regulations drive the time
frame for many of these upgrades, but cities and towns aso will find that upgrades will be necessary

to meet the demands of population growth and new industrid customers.

The funding sources for these upgrades are limited. Rurd systems compete for limited grants available
through the U.S. Rurd Development Office, TWDB and the Community Development Block Grant
Program. More often than not the demands on these grant funds exceed their avail ability, and communities
must look to the TWDB for low cost loans.

Evenlow interest |oans can create long-term debt problemsfor rurd cities, astheloan payments often must
be soread among fewer rate payers. And very small cities face unique problems in terms of the costs
required just to prepare and review the bond and |oan packages needed to finance the upgrades. In some
instances, the cogts for bond counsel and consultants can exceed the costs of the upgrades.

The only solutionfor these problemsisfor the state or federa government to provide money and technical
help to these smadll, rurd water and wastewater systems. We recognizethat solving the probleminasingle
sesson is not likely, but we urge the gppropriate legidative leeders and committees to be mindful of these
funding needs and to be vigilant in the search for solutions.

The legidature should aso consider dlowing the use of promissory notes or loan agreements, which are
less codtly financing methods than bonds, for very smadl projects. The use of these debt
indrumentsmust be limited for smdl, rurd generd law citiesand other governmenta entitieswhen the costs
associated with securing debt through bonds are too expensive.
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Air Quality

Mogt of the gtate’s urban areas suffer from poor air qudity. Rurd citizens have thought of ar pollution
manly as a metropolitan concern, but rurd Texas is no longer immune from air quality regulation The
TNRCC clamsthat vast areas of the state contribute to the poor ar quality in the metropolitan arees. To
address this, the TNRCC has expanded some regulationsto rura parts Texas to help maor metropolitan
areas achieve clean air gods established by the federd government.

Until recently, the TNRCC haslimited most of itsair pollution control measures designed to achievefedera
clean air guidelines to the non-attainment areas. This approach seemed to make sense: limit the scope of
control measures to those areas where a demondtrated problem exists. The Sdlect Committee on Rurd
Deveopment isnot in aposition to dispute the TNRCC' s conclusions on the impacts of air pollution across
vast areas of the state. The Sdlect Committee does believe, however, that the shift in regulatory controls
needs to be examined not only in terms of the impact on rurd Texas, but also in terms of effectivenessin
contralling pollution from the urban aress.

Findly, the Sdect Committee notes that the U.S. Environmenta Protection Agency (EPA) has proposed
changesto the air quality particulate Sandards. These changes may increase the controls on particulates
and add new controls for fine particulates. The proposas are subject to areview by

the U.S. Supreme Court, and they may be atered in the near future.

If anew particulate tandard is upheld by the Court, the TNRCC will haveto issuerulesto achievethe new
gstandards. Because of the very nature of rurd areas, many of these rules may impact rurd Texasinways
that burden agricultura production, which isanatura producer of dust particles.

While gate government haslittle opportunity to affect thesefederd decisons, itisimportant to highlight this
new, burdensome possibility as an additiond chalengeto rurd producers.

Oil and Gas

Despite dmost 30 years of declining reserves and production, oil and gas exploration and production
remains an anchor industry for Texas. Itsimportance in rurd Texasiseasly documented. Rurd counties
accounted for 75 percent of the sate' s oil and gas production in 1999; in amost one of every three Texas
counties, oil and gas condtitutes at least 20 percent of the property tax base, and in one of every eight
counties, it accounts for over 50 percent of the tax base. USDA classifies 30 Texas counties as “mining
dependent,” meaning that at least 15 percent of dl |abor and proprietor income come from mining (i.e,, oil
and gas).
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The importance of oil and gasin rural Texasis even greater than the above numbers reflect. Mogt of the
rura counties that are heavily dependent on il and gas are smdl and remote with little apped for tourism
and some of the other important trangtion industries. Also, oil and gas jobs pay wages well above the
average for rurd jobs in generd, and these jobs can be accessed without higher education degrees. Ol
and gas exploration has a high multiplier effect compared to other indudtries. Finaly, many of the high-
wage jobsin thisindustry are hed by Higpanic Texans who, as seen above, are becoming alarger part of
the rural workforce.?

Severance tax relief will be a sgnificant issue for the 77th Legidature. From the perspective of rurd
development, we believe that drilling and production* are the principa activities directly affecting
employment and preservation of thetax base. In order to assure the greatest benefit to rural areasfrom any
severance tax relief, the relief should be linked to these activities, especidly drilling.

* There are certainly other important benefits, including lease and roydty payments to rurd citizens.
However, we have no statistics to show how much of these paymentsareflowing to rurd citizensasmore
leases and land are owned by urbanites.

Housing

It is well accepted that the supply of safe, decent and affordable housing for low income Texans is
inadequate in both rura and urban areas. However, rurd areas face a number of specia problems.
Congtructing housing projectsis extremely complex, requiring specidized expertise and partnering among
builders, developers, bankers, loca and sate officids, regulatorsand others. Smdller citiesarelesslikely
to have dl of the necessary players and the level of expertise needed to effectively coordinate efforts to
complete a project.

Housng projects in rural aress are likely to be smdl, and this increases the cost per unit to build and
maintain them. However, the main difficulty sems from the low area median family incomes (AMF) in
rura aress.

Except for the Housing Trust Fund (HTF), support for affordable housing in Texasis exclusively federd.
And the HTF, with 2000-2001 appropriations of $12.6 million, is one of thesmdlest inthenation. While
the HTF has been increased modestly, recent legidative attempts to expand it on a large scae have not
been successtul.

21 Ruben Ramirez, League of United Latin American Citizens (LULAC) and chairman of he Oilfield workers
Committee of the Permian Basin Petroleum Association. Testimony to the Select Committee on Rural Development,
April 19, 2000, Plainview, Texas.
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The greatest problem facing rural housing is that federd programs must use federd guiddines for income
digibility and maximum rent levels, and these guidelines aretied to areamedian incomes. For example, the
Low Income Housing Tax Credit (LIHTC) Program is respongible for virtudly dl of the new affordable
housing stock created in the last decade, and digibility is limited to families & or below 50% or 60% of
AMFI. In counties with low median incomes projects can be redized only with very deep subsidies, and
these are often are not available.

The Texas Department of Housing and Community Affairs (TDHCA ) has attempted to obtain beneficid
modifications of the AMHF standards from the federd Department of Housing and Urban Affairs (HUD).
Those efforts have not been successful but should congtitute a priority for Texas representatives in
Washington, D.C.

TDHCA'sother mgor housing programisthe HOME Investment Partnership (HOME) Program. HOME
funds are appropriated to TDHCA for Texas “non-participating” (i.e, rurd) areas, because the
“participating” (or metropolitan) areas receive direct appropriations for the same programs. Despite the
alocation based on “baance of gate’ needs, in recent years the TDHCA has granted as much as 30%
of the state’ sHOME dlocation to urban, participating jurisdictions.

For the current funding cycle TDHCA has assured rurd gpplicants firgt priority for HOME funding. This
should be elevated to Department policy and anchored in state law.

Appendix A

Non-metropolitan Countiesin Texas

Anderson Blanco Camp
Andrews Borden Carson
Angdina Bosque Cass
Aransas Brewster Castro
Armstrong Briscoe Cherokee
Atascosa Brooks Childress
Audin Brown Clay
Baley Burleson Cochran
Bandera Burnet Coke
Baylor Cdhoun Coleman
Bee Cdlahan Callingsworth
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Colorado Hansford Llano
Comanche Hardeman Loving
Concho Hartley Lynn
Cooke Haskdl McCulloch
Cottle Hemphill McMullen
Crane Hill Madison
Crockett Hockley Marion
Crosby Hopkins Martin
Culberson Houston Mason
Ddlam Howard Matagorda
Dawson Hudspeth Maverick
Deaf Smith Hutchinson Medina
Ddta Irion Menard
De Witt Jack Milam
Dickens Jackson Mills
Dimmit Jasper Mitchell
Donley Jeff Davis Montague
Duva JmHogg Moore
Eadtland JmWidls Morris
Edwards Jones Motley
Erath Karnes Nacogdoches
Fdls Kendall Navarro
Fannin Kenedy Newton
Fayette Kent Nolan
Fisher Kerr Ochiltree
Hoyd Kimble Oldham
Foard King Pdo Finto
Franklin Kinney Panola
Freestone Kleberg Parmer
Frio Knox Pecos
Gaines Lamar Polk
Gaza Lamb Presdio
Gillespie Lampasas Rans
Glasscock Ladle Reagan
Goliad Lavaca Redl
Gonzales Lee Red River
Gray Leon Reeves
Grimes Limestone Refugio
Hde Lipscomb Roberts
Hal Live Oak Robertson
Hamilton Runndls
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Rusk Zapata
Zavda

Sabine

San Augudtine
San Jacinto
San Saba
Schleicher
Scurry
Shackdford
Shelby
Sherman
Somervdl
Star
Stephens
Seling
Stonewall
Sutton
Swisher
Terdl
Terry
Throckmorton
Titus
Trinity
Tyler
Upton
Uvade

Vd Veade
Van Zandt
Walker
Ward
Washington
Wharton
Wheder
Wilbarger
Willacy
Winkler
Wise
Wood

Y oakum
Young
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Archer
Bastrop
Bell
Bexar
Bowie
Brazoria
Brazos
Cadwel
Cameron
Chambers
Cdllin
Comal
Coryell
Ddlas
Denton
Ector
Blis

El Paso
Fort Bend
Galveston
Grayson
Gregg
Guaddupe
Hardin

Appendix B

Metropolitan Countiesin Texas

Harris
Harrison
Hays
Henderson
Hidago
Hood

Hunt
Jefferson
Johnson
Kaufman
Liberty

L ubbock
McLennan
Midand
Montgomery
Nueces
Orange
Parker
Potter
Randall
Rockwall
San Particio
Smith
Tarrant
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Taylor
Tom Green
Travis
Upshur
Victoria
Waller
Webb
Wichita
Williamson

Wilson
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Appendix C
Satidtica Definitions for Texas Metropolitan Areas
AREA TITLE DEFINITION
Abilene MSA
Amaillo MSA

Austin-San Marcos MSA

Taylor County
Beaumont-Port Arthur MSA Potter County
Randdl| County
Bastrop County
Brazoria PMSA Cadwel County
Brownsville-Harlingen-San Benito MSA Hays County
Bryan-College Station MSA Travis County
Corpus Christi MSA Williamson County
Hardin County
DdlasPMSA Jefferson County
Orange County
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Brazoria County
Cameron County
Brazos County
Nueces County
San Patricio County
Callin County
Ddlas County
Denton County
Ellis County
Henderson County
Hunt County
Kaufman County
Rockwall County

El Paso MSA
Fort Worth-Arlington PMSA

Galveston-Texas City PMSA
Houston PMSA
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Killeen-Temple MSA

Laredo MSA
Longview-Marshal MSA

Lubbock MSA
McAllen-Edinburg-Misson MSA
Odessa-Midland MSA

San Angelo MSA
San Antonio MSA

Sherman-Denison MSA

El Paso County
Hood County
Johnson County
Parker County
Tarrant County
Gaveston County
Chambers County
Fort Bend County
Harris County
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Liberty County
Montgomery County
Waler County

Bdl County
Corydl County
Webb County
Gregg County
Harrison County
Upshur County
Lubbock County
Hidago County
Ector County
Midland County
Tom Green County
Bexar County
Comal County
Guada upe County
Wilson County
Grayson County

Texarkana (TX-AR) MSA

Tyler MSA
VictoriaMSA
Waco MSA
WichitaFals MSA
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Notes:

MSA=Metropolitan Statistical Area
PMSA=Primary MSA
CMSA=Consolidated MSA

Bowie County, TX
Miller County, AR
Smith County
Victoria County

Select Committee Report on Rural Development -86-



A Report to the 77th Legislature
McLennan County

Archer County
Wichita County
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Appendix D

SB 560, 76th Legidature, PURA, Chapter 51, Sec. 51.001 (g)

It isthe policy of this Sate to ensure that customersin dl regions of this sate, including low-
income customers and customersin rura and high cost aress, have accessto
telecommunications and information services, including interexchange services, cable services,
wireless sarvices, and advanced telecommunications and information services, that are
reasonably comparable to those services provided in urban areas and that are available at
prices that are reasonably comparable to prices charged for smilar services in urban aress.

PURA, Chapter 55,Sec. 55014 Provison of Advanced Telecommunications Services.

(@ In this section, “advanced service’ means any telecommunications service other than
resdentia or business basic local exchange telephone service, cdler identification service, and
customer caling features.

(b) This section applies to a company decting under Chapter 58 or a company that holds a
certificate of operating authority or service provider certificate of operating authority.

(c) Notwithgtanding any other provision of thistitle, beginning September 1, 2001, acompany to
which this section applies that provides advanced tdecommunications services within the
company's urban service areas, shdl, on abonafide retail request for those services, providein
rurd aress of this state served by the company advanced telecommunications services that are
reasonably comparableto theadvanced servicesprovidedin urban aress. Thecompany shdll offer
the advanced telecommunications services.

(1) at prices, terms, and conditions that are reasonably comparable to the prices, terms, and
conditions for smilar advanced services provided by the company in urban aress, and

(2) within 15 months after the bona fide request for those advanced services.

(d) Notwithstanding any other provision of thistitle, acompany to which this section appliesshall,
onabonafideretall request for those services, offer cdler identification serviceand custom calling
featuresin rura aress served by the company. The company shdl offer the services:

(2) a prices, terms, and conditions reasonably comparable to the company's prices, terms, and
conditions for Smilar servicesin urban aress; and

(2) within 15 months after the bona fide request for those services.
(€) This section may not be construed to require a company to:

(1) begin providing servicesin arura areain which the company doesnot provide local exchange
telephone service; or
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(2) provideasarvicein arura areaof this state unless the company providesthe servicein urban
aress of this ate.

(f) For purposes of this section, acompany to which this section appliesis considered to provide
sarvices in urban aress of this date if the company provides services in a municipdity with a
population of more than 190,000.

(9) Notwithstanding any other provison of thistitle, the commission hasal jurisdiction necessary
to enforce this section.

Added by Acts 1999, 76th Leg., ch. 1212, 88 20, eff. Sept. 1, 1999.
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Appendix E
SB 1343
North Carolina Governor Jm Hunt sgned into law SB 1343 in July 2000:

GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 1999 SENATE BILL 1343
RATIFIED BILL AN ACT TO CREATE THE NORTH CAROLINA RURAL INTERNET
ACCESSAUTHORITY AND TO DIRECT THE REGIONAL PARTNERSHIPS, WITH THE
ASSISTANCE OF THE NORTH CAROLINA RURAL ECONOMIC DEVELOPMENT
CENTER, TO STUDY AND REPORT ON THE INFORMATION TECHNOLOGY
INFRASTRUCTURE AND INFORMATION TECHNOLOGY NEEDS OF THE STATE. The
Generd Assembly of North Carolina enacts. Section 1. Article 10 of Chapter 143B of the Generd
Statutes is amended by adding a new Part to read: “Part 2E. North Carolina Rurd Internet Access
Authority. “88 143B-437.40. Short titleand intent. This Part isthe "North Carolina Rurd Internet
Access Authority Act.' The Generd Assembly finds as follows: (1) Accessto computers and the
Internet, dong with the ahility to effectively use these technologies, are becoming increasingly important
for full participation in Americas economic, palitical, and socid life. (2) Affordable, high-speed Internet
access is a key competitive factor for economic development and qudity of life in the New Economy of
the globa marketplace. (3) In the digital age, universal connectivity at affordable pricesis a necessity
for business transactions, education and training, hedth care, government services, and the democratic
process. (4) Unequa access to computer technology and Internet connectivity by income, educationa
level and/or geography could degpen and reinforce the divisons that exist in our society. (5) The intent
of the Rurd Internet Access Authority isto closethis digitd divide for the citizens of North Carolina.
“88 143B-437.41. Definitions. The following definitions apply in this Part: (1) Authority. -- The North
Carolina Rurd Internet Access Authority. (2) Commission. -- The governing body of the Authority. (3)
High-speed broadband Internet access. -- Internet access with transmission speeds of at least 128
kilobits per second for residential customers and at least 256 kilobits per second for business
customers. (4) Regiona partnership. -- Defined in G.S. 143B-437.21. (5) Rural county. -- A county
with adensity of fewer than 200 people per square mile based on the 1990 United States decennial
census. “88 143B-437.42. Creation of Authority and Commisson. (a) Creation. -- The North
Carolina Rurd Internet Access Authority is crested within the Department of Commerce and,
notwithstanding any other provision of law, is subject to the direction and supervison of the Secretary
of Commerce only with respect to the management functions of coordinating and reporting. These
functions of the Secretary of Commerce are ministerid and shdl be performed only pursuant to the
direction and policy of the Commission. The purpose of the Authority isto manage, oversee, and
monitor efforts to provide rura counties with high-speed broadband Internet access. The Authority
shal dso serve asthe centrd rura Internet access policy planning body of the State and shdll
communicate and coordinate with State, regiona, and loca agencies and private entities in order to
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implement a coordinated rura Internet

access palicy. (b) Commission. -- The Authority is governed by a Commission that conssts of 21
members, Sx members gppointed by the Governor, sx members gppointed by the Genera Assembly
upon the recommendation of the Presdent Pro Tempore of the Senate in accordance with G.S. 120-
121, six members gppointed by the Generd Assembly upon the recommendation of the Speaker of the
House of Representativesin accordance with G.S. 120-121, and the following three ex officio, voting
members: the State's Chief Information Officer, the chair of the North Carolina Rura Economic
Development Center, and the Secretary of Commerce. It isthe intent of the General Assembly that the
gppointing authorities, in making appointments, shall gppoint members who represent the geographic,
gender, and racid diversty of the State, members who represent rurd counties, members who
represent regiona partnerships, and members who represent the communications industry, which may
include loca telephone exchange companies, rurd telephone cooperatives, Internet service providers,
commercia wireess communications carriers, and other communications businesses. (¢) Oath. -- As
the holder of an office, each member of the Commission must take the oath required by Section 7 of
Article VI of the North Carolina Congtitution before assuming the duties of a Commission member. (d)
Terms, Commencement; Staggering. -- Except as provided in subsection (f) of this section, dl terms of
office shdl commence on August 1 of the year the gppointment is made. The gppointing officers shall
designate one-hdf of their gppointeesto serve one-year terms;, members may serve up to four
consecutive one-year terms. The gppointing officers shal designate their remaining gppointeesto serve
three-year terms, members may serve up to two consecutive three-year terms. (e) Chair. -- The
Governor shdl designate one of the members gppointed by the Governor asthe Chair of the
Commisson. The Governor shdl convene the fira meeting of the Commisson. (f) Vacancies. -- All
members of the Commission shal remain in office until their successors are appointed and qudify. A
vacancy in an gppointment made by the Governor shdl befilled by the Governor for the remainder of
the unexpired term. A vacancy in an gppointment made by the Generd Assembly shdl befilled in
accordance with G.S. 120-122. A person gppointed to fill avacancy must qualify in the same manner
as a person gppointed for afull term. (g) Remova of Commisson Members. -- The Governor may
remove any member of the Commission for misfeasance, malfeasance, or nonfeasance in accordance
with G.S. 143B-13(d). The Governor or the person who gppointed a member may remove the
member for using improper influence in accordance with G.S. 143B-13(c). (h) Compensation of the
Commission. -- No part of the revenues or assets of the Authority shal inure to the benefit of or be
digtributable to the members of the Commission or officers or other private persons. The members of
the Commission shall receive no sdary for their services but may receive per diem and dlowancesin
accordance with G.S. 138-5. (i) Staff. -- The North Carolina Rura Economic Development Center,
Inc., shal provide adminigtrative and professond staff support for the Authority under contract. (j)
Conflicts of Interest. -- Members of the Authority shal comply with the provisons of G.S. 14-234
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prohibiting conflicts of interest. In addition, if any member, officer, or employee of the Authority is
interested ether directly or indirectly, or is an officer or employee of or has an ownership interest in any
firm or corporation, not including units of local government, interested directly or indirectly, in any
contract with the Authority, the member, officer, or employee must disclose the interest to the
Commission, which mugt set forth the disclosure in the minutes of the

Commission. The member, officer, or employee having an interest may not participate on behdf of the
Authority in the authorization of any contract. “88 143B-437.43. Power s, duties, and goals of the
Authority. (8) Powers. -- The Authority shdl have the following powers: (1) To employ, contract with,
direct, and supervise dl personnel and consultants. (2) To apply for, accept, and utilize grants,
contributions, and appropriations in order to carry out its duties and goals as defined in this Part. (3) To
enter into contracts and to provide support and assistance to loca governments, nonprofit entities, and
regiond partnerships, in carrying out its duties and goas under this Part. (4) To review and recommend
changesin dl laws, rules, programs, and policies of this State or any agency or subdivision thereof to
further the goals of rurd Internet access. (b) Duties. -- The Authority shal have the following duties: (1)
To develop and recommend to the Governor, the General Assembly, and the North Carolina Rura
Redevelopment Authority a plan to provide rura counties with high-speed broadband Internet access.
(2) To propose funding that may be needed from the North Carolina Rural Redevel opment Authority
edtablished in Part 2D of this Article and from other appropriate sources for incentives for the private
sector to make necessary investments to achieve the Authority's goals and objectives. (3) To set
specific targets and milestones to achieve the goa's and objectives set out in subsection (c) of this
section. (¢) Goals. -- The goa's and objectives of the Authority are: (1) Loca dia-up Internet access
provided from every telephone exchange within one year. (2) High-speed Internet access available to
every citizen of North Carolinawithin three years, & pricesin rural counties that are comparable to
pricesin urban North Carolina. (3) Two model Telework Centersin either enterprisetier one or
enterprise tier two area established by January 1, 2002. To the extent practicable, the Centers should
be established in exigting facilities. (4) Significant increases in ownership of computers, related web
devices, and Internet subscriptions promoted throughout North Carolina. (5) Accurate, current, and
complete information provided through the Internet to citizens about the availability of present
telecommunications and Internet services with periodic updates on the future deployment of new
telecommunications and Internet services. (6) Development of government Internet applications
promoted to make citizen interactions with government agencies and services easer and more
convenient and to facilitate the delivery of more comprehensgive programs, including training, education,
and hedlth care. (7) Open technology approaches employed to encourage al potentia providersto
participate in the implementation of high-gpeed Internet access with no technology bias. (8) To
coordinate activities, conduct and sponsor research, and recommend and advocate actions, including
regulatory and legidative actions to achieve its goas and objectives. (d) Limitations. -- The Authority
does not have the power of eminent domain or the power to levy any tax. (€) Reports. -- The Authority
must submit quarterly reports to the Governor, the Joint Select Committee on Information Technology,
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and the Joint Legidative Commisson on Governmental Operations. The reports must summarize the
Authority's activities during the quarter and contain any information about the Authority's activities that
is requested by the Governor, the Committee, or the Commission.” Section 2. G.S. 120-123 is
amended by adding a new subdivision to read: “(71) The North Carolina Rurd Internet Access
Authority created in Part 2E of Article 10 of Chapter 143B of the General Statutes.” Section 3. Each
regiona partnership, as defined in G.S. 143B-437.21, shall, with the assistance of the North Carolina

Rurd Economic Development Center, study the information technology infrastructure and information
technology needs of each county within its particular region. Each study shdl include an inventory of
exiging information technology infrastructure, an inventory of information technology needs, an andyss
of how the information technology needs affect industrid and business recruitment, and
recommendations that address the information technology needs of each region. In conducting the
studies required by this section, the regiona partnerships shdl consider the findings of the Connect NC
Sudy. Theregiona partnerships may contract with the North Carolina Rura Economic Development
Center as needed to undertake these studies. No later than November 1, 2001, each regional
partnership shdl report the results of its study, including any legidative proposas, to the Joint Sdlect
Committee on Information Technology. Section 4. This act does not obligate the Generd Assembly to
gopropriate funds. Section 5. This act is effective when it becomes law. The North Carolina Rurd
Internet Access Authority created in this act is dissolved effective December 31, 2003. Thisact is
repedled effective December 31, 2003. Part 2E of Article 10 of Chapter 143B of the Generd Statutes
and G.S. 120-123(71), as enacted by this act, are repealed effective December 1, 2003. In the
Generad Assembly read three times and ratified this the 10th day of July, 2000.
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