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Mr. Chairman, thank you for the opportunity to address the Subcommittee on Rural Development, Biotechnology, Specialty Crops, and Foreign Agriculture. My name is William Lambe and I am the Associate Director for the Community and Economic Development Program at the School of Government, University of North Carolina at Chapel Hill. 
My job involves working with public officials in North Carolina on issues related to community and economic development. I also direct several programs designed to focus our University’s faculty, student and staff resources on the challenges facing economically distressed communities in North Carolina. 
I recently completed a book, Small Towns, Big Ideas: Case Studies in Small Town Community and Economic Development. The book profiles forty-five small towns from across the country that are surviving, and in many cases thriving, in today’s economy. It includes detailed case studies about planning and implementing economic development strategies in small towns with fewer than 10,000 residents. The project took me to dozens of rural communities that are responding to the challenges associated with globalization, geographic isolation, urban sprawl, aging populations and natural disasters. The case studies cover a wide variety of economic development strategies, including industrial development, tourism, downtown development, entrepreneurship, and arts- and cluster-based development. They also describe a range of strategies for building local capacity for economic development: organizational structures, partnerships, leadership development, and more. 
My testimony today, which will focus on innovation in rural development, will draw from my experience visiting and writing about a national sample of small towns implementing innovative or distinctive development practices. I will describe briefly six characteristics of innovation in rural development that I discovered in my work and I will provide several examples to illustrate each characteristic. I will conclude with some general comments about encouraging and incenting innovation in rural development. 
Local Ingredients for Rural Innovation
Innovation in rural development is a moving target. An innovative (or new) practice in one place may not be innovative in another. For example, the widespread use of local philanthropy to finance economic development—a tool in the strategic portfolio of many communities across Nebraska and other Midwestern states—would be considered quite innovative in Eastern North Carolina. What makes a particular approach to development innovative depends on the context in which the practice is being implemented. There are, however, several general characteristics of rural innovation that I discovered in my experience studying small towns. These characteristics, which address more the process than the substance of innovation, might be considered “local ingredients for rural innovation.” 
Proactive and future-oriented leaders who will embrace change and assume risk
Leaders in rural communities are the facilitators of, or the barriers to, innovation. Without local leaders to push and implement new ways of doing things, innovative practices, in whatever form they take, will fall short. These characteristics of innovative leadership in rural communities–proactive, future oriented and risk-taking—perhaps relate to the fact that innovation often results when communities “hit the bottom,” forcing local leaders to try new things and take new risks. 
For example, consider Helena, Ark., where the community’s collective sense of hitting bottom presented local leaders with an opportunity to step up, to initiate a new way of planning and implementing development efforts and to convince local residents to participate in the process. Similarly, in Scotland Neck, N.C., difficult economic and civic circumstances in the late 1990s presented an opportunity for a strong mayor and other civic leaders to look inward for new ideas and angles on old problems. 

Being proactive (as opposed to reactive) can be measured by a community’s willingness and ability to act on a particular challenge before it becomes a problem. In Tennessee, for example, Etowah’s proactive approach to building and occupying its industrial park, as opposed to reacting to trolling industries, has paid major dividends in terms of maintaining a diverse array of living wage jobs in town. In Ord, Neb., proactive meant preparing the community’s residents and institutions for unknown opportunities in the future. Ord’s economic development leaders tackled a number of small-scale challenges in the community and, in the process, seeded the roots of teamwork around development activities. In 2003, when a major economic development project arrived from state developers, Ord was prepared to act. 

Embracing change and assuming risk is another characteristic of innovative leadership in rural communities. For example, Fairfield, Iowa, has taken an approach to development in which the entire strategy of building an entrepreneurial culture is based on the natural business cycle of success and failure. According to a local leader, “there was a lot of trial and error and failures to get to where we are today, but the failures of some companies have provided cheap space, office furniture and equipment for another round of start-ups. Failure has freed up talented people who again ask what new concepts and companies can we start here in Fairfield.” 

Widely shared local vision
Innovative rural communities establish and maintain a broadly held vision, including goals for all manner of development activities with measurable objectives. In rural development people (as opposed to money or other resources) are the one absolutely necessary ingredient to implementing and sustaining innovative practices. A committed group of local residents who are willing to work hard to support the community’s vision can change the fate of an otherwise hopeless community. A widely shared vision provides local innovators with a common understanding of the road ahead. 

This idea is perhaps illustrated most dramatically by Helena, Ark., where the inclusiveness of the community’s planning and visioning process was crucial. In this case, the process included representatives from government, community organizations, for-profit and nonprofit interests, resource providers and average citizens of the community. In fact, anybody could join the effort, and this perception of an inclusive and open-door process was widespread across Helena. 
Similarly in Ord, Neb., a significant amount of the momentum for economic development comes from one-on-one conversations. In Ord, local leaders take the time to meet individually with members of the community, sometimes going door to door, to ensure that opposition to development efforts does not take root for lack of understanding the larger vision that drives local development. In terms of maintaining momentum behind a community’s vision, Douglas, Ga., demonstrates how a local Chamber of Commerce can take responsibility for calling stakeholders together on a regular basis to recommit themselves to the community’s shared vision. 

Broad definition of assets and opportunities
In most communities shell buildings, low tax rates, limited regulation, and access to trained workers, highways, railroads, or professional services are considered economic development assets and justifiably so. Innovative rural communities, however, define economic development assets in a much broader framework. 

For example, Allendale, S.C., capitalized on a regional university to create a local leadership development program that, in turn, trained new economic development leaders for the entire region. Brevard, N.C., demonstrates that retirees within a community can be economic development assets. The Retiree Resource Network is a group of retirees with private sector experience who mentor local entrepreneurs. In Columbia, N.C., local leaders recognized that their region’s natural beauty was an asset that could drive an ecotourism strategy. In an ironic twist on small town development, the arrival of Wal-Mart became an asset for the small community of Oakland, Md., when local leaders took the opportunity to help Main Street retailers diversify their product lines. Assets for innovative rural development might include individual people, nonprofit organizations, businesses, open space, farms, parks, landfills (biomass), museums, schools, historic architecture, local attitudes, or any number of other things. 

Another trend in innovative rural development is the recognition of rural assets in terms of environment-friendly development or clean energy. In Dillsboro, N.C., the town turned an environmental challenge, in this case methane gas migrating from the community landfill, into an opportunity to create jobs and provide space for entrepreneurs. The Jackson County Clean Energy Park (in Dillsboro) is using methane gas from a nearby landfill to power the studios of local artisans. In Cape Charles, Va., the town’s investment in an eco-friendly industrial park was an innovative strategy to bridge the dual challenges of environmental degradation and job creation. And, in the most extreme case, Reynolds, Ind., is capitalizing on latent energy contained agricultural waste from 150,000 hogs to become BioTown, USA, the nation’s first energy-independent community. 

Creative regional governance, partnerships, and organizations 
Historically, development in rural communities has been practiced as a zero-sum game. If one jurisdiction successfully attracted an investment or new employer, the implication has been that the other jurisdiction (perhaps a neighbor) lost. Innovative rural communities move beyond this notion to a regional or collaborative approach. Cross-jurisdictional partnerships can help rural communities to pool resources toward shared development objectives. 
Strategies in Ord, Neb., and in Davidson, Oxford, and Hillsborough, N.C., each involve commitments to interlocal revenue- and responsibility-sharing among varying jurisdictions. Davidson and Oxford are partnering with neighboring communities in industrial development efforts, while Hillsborough is partnering with the county to manage growth beyond the town’s municipal boundaries. Ord joined with the county and the Chamber of Commerce to share costs and revenues from a wide range of development activities. 
In addition to regional partnerships and opportunities, innovative rural communities tend to have local leaders who connect with higher-level policy makers and business leaders. The mayor in Scotland Neck, N.C., and several key leaders in Helena, Ark., made explicit efforts to link the interests of their individual communities to policy makers in their respective state capitals. Further, as demonstrated by Douglas, Ga., leaders in small towns must forge partnerships with state-level developers, bankers, and power companies, each a critical player in state economic development. Innovative rural development is pursued through dense networks of personal contacts.
Finally, public-private (including not-for-profit) partnerships are emerging as the prominent organizational model for innovative rural development. In Siler City, N.C., for example, the successful establishment of an incubator was the product of a partnership among the community college, local government, and a state-level nonprofit organization. In Spruce Pine, N.C., the town’s approach to supporting local entrepreneurs requires that the Chamber of Commerce and the craft community work closely together for the first time, to ensure successful marketing and branding. 

Measuring progress and evaluating success
Given the long-term nature of rural development, and the fact that measurable results from a particular project may be decades in the making, leaders in rural communities must repeatedly make the case for the importance of their efforts. Making the case is important to maintain momentum, invigorate volunteers and donors, to convince skeptics and, most importantly, to keep the focus of development on the vision or the goals established in a community’s strategic plan. Innovative rural communities recognize that making the case is an ongoing and continuous effort.
For example, in Ord, Neb., impacts of the community’s development programs are monitored and have become useful for both external and internal audiences. Data are used to attract additional investment from outside sources. Moreover, by demonstrating a reasonable return on investment, these data also may be used to convince a community’s naysayers to join the efforts. In Hollandale, Miss., an analysis of local data helped the community to convince outside grant-makers that a rural transportation network was a smart investment. In addition, it helped to convince policy-makers that rural transportation was a viable (if incremental) strategy for alleviating a range of economic challenges. 

Comprehensive approach to development
Successful rural development is always multi-faceted. There is no universally applicable formula for determining the right way or the most innovative way to do rural development. Innovation is context-specific, and rural communities should take nothing off the table in selecting strategies to pursue. Decisions about what to do and why to do it must be based on local conditions, context, and capacity. Successful communities tend to have evolved to the point where they have a comprehensive approach that is aligned with the core assets, challenges, and opportunities within their regional context.
Encouraging Innovation in Rural Development
My experience studying innovative rural communities leads me to conclude that a majority of the responsibility for initiating innovative practices in rural development lies squarely in the hands of local leadership. Leaders in municipal, county, and multi-jurisdictional institutions at the local level know their circumstances and are best equipped to make strategic decisions about development. 
However, given the ingredients for rural innovation described above, state and federal institutions have an important role in terms of encouraging or incenting innovation at the local level. For example, state and federal grant programs could be designed to require multi-jurisdictional partnerships as a criterion for funding. Research on rural innovation and program evaluation, including best practice case studies, could be ramped up and consolidated in a federal data clearinghouse. Additional resources could be made available to colleges and universities for rural leadership development. These are a few examples of the types of policies or programs that could encourage rural innovation. 
Determining the specific design and structure of policy incentives, as well as the responsibility for testing new ideas and evaluating their impact is an important role for research institutions in North Carolina and elsewhere; and it is one that we take very seriously at UNC. In December, I joined researchers from North Carolina, South Carolina and from RTI International, as well as local, state and federal leaders in Chapel Hill to discuss the growing interest in the Southeast Crescent, the coastal plain of the South, and how the research community can support the proposed Southeastern Crescent Regional Commission. A research agenda to support the commission is being developed. 

In addition, the UNC System President and the Chancellor at UNC-Chapel Hill have made firm commitments to testing new ways of focusing university resources on the challenges facing our state’s most economically distressed communities. Next month, UNC-Chapel Hill will roll out our Community-Campus Partnership for Tomorrow (CCPT) initiative to form long-term partnerships with rural communities in our state in which faculty, staff, and students from Carolina will work closely with local community leaders to help with their most pressing challenges and opportunities. 
We at the University of North Carolina are committed to discovering, testing and evaluating innovative development practices in rural communities—and doing so in close partnership with local leaders. 
Thank you again for the opportunity to testify. I would be glad to answer questions. 

