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Ignoring the Rural Underclass:
 
The Biases of
 

Federal Housing Policy
 

by 

Craig Anthony (Tony) Arnold 

Amid the backroads and 
small towns ofthe United States, 
outside of public view and the 
consciousness of this urban-ori
ented society, live the rural 
poor.1 They constitute one of 
the most ignored elements of the 
U.S. population. We do not see 
them; we do not understand 
their problems; and we are not 
as threatened by their poverty 
as we are by the poverty of ur-

Despite a growing 
national awareness of 

the problem of 
homelessnessI the 

housing needs of the 
rural poor have been 

forgotten. 

ban dwellers. The rural underclass, which has been 
called "America's Third World," is "[l]ost in the shad
ows" and "rarely intersects with the rest of society."z 
Yet, statistics on the incidence of rural poverty are 
alarming. Poor rural Americans now number 9.7 mil
lion. An astounding 42 percent of rural blacks are 
below the poverty line, a rate 11 percent higher than 
for urban blacks. Overall, the percentage of rural resi
dents who are poor exceeds that of urban residents.3 

Policymakers have not responded to the persistent 
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and growing problems of rural 
poverty. While 30 percent of 
the poor in the United States 
live in rural areas, rural residents 
receive only about 20 percent of 
federal, state, and local anti
poverty expenditures.4 The 
structures and rules of federal 
income transfer programs clearly 
reflect an urban bias.5 The in
equitable allocation of federal 
welfare resources along the ru

ral/urban dimension stems from the popular belief in 
the inevitability of migration to urban areas and in 
the futility of helping a politically insignificant and 
declining rural population.6 

Housing is one area that continues to pose signifi
cant problems for many of the rural poor. Despite 
dramatic improvements in the quality of housing na
tionwide since 1950, rural residents still live with a 
much higher incidence of substandard housing. Some 
minority groups, such as rural blacks and migrant farm
workers, experience a grossly disproportionate degree 
of substandard housing as well as discrimination. 
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Moreover, rural communities do not have the re
sources to finance the construction, repair, or reha
bilitation of low-income housing. 

The housing options a disadvantaged family has 
are quite limited. Many must choose between poor 
quality housing and housing priced beyond their 
means. Farmworkers often need inexpensive, large, 
and possibly short-term rental housing, because of 
their very low wages, large families, and-in the case 
of migrant farmworkers-transitory patterns. Very 
little housing of this sort exists, especially for non
Anglos in a racially and ethnically hostile environ
ment. Neither do low-income homeowners face a 
positive siruation. Many live in substandard condi
tions, unable to afford the necessary repairs. The 
more their houses deteriorate, the less equity they 
have against which to borrow for repairs. Owning a 
mobile home may be a relatively inexpensive alter
native. Although families may move to mobile homes 
from substandard conditions, mobile homes lack the 
strength and durability to serve as adequate long
term housing. 

This article will demonstrate that federal hous
ing policy does little to address rural housing needs. 
Our intuitive images of national housing problems-
homelessness, urban ghettos, and the affordability of 
rental housing in American cities--are reflections of 
the urban bias of the policy agenda. While federal 
housing policies are universally inadequate, they are 
geared toward urban conditions and completely ig
nore the housing problems of the rural poor. In 1982, 
only 18 percent of poverty-level renters in non-met
ropolitan areas received federal housing assistance, as 
compared to 27 percent of poverty-level renters in 
metropolitan areas.? Finally, the bureaucracy that 
implements federal housing policy is structured in a 
way that prevents a considerable portion of housing 
aid from reaching rural residents. 

The significant flaws and anti-rural biases of fed
eral housing programs require us to rethink our na
tional rural housing policy. If we are to achieve an 
equitable and effective housing policy, we must give 
rural housing problems the attention they deserve. 
We must not only increase funding to a fair portion 
of federal housing aid, but also target the aid to those 
who need it most and strengthen anti-discrimination 
measures to ensure real choice for people of color in 
rural markets. We must seek community self-suffi
ciency by investing in rural economies through non
profit organizations based in those communities. 
Finally, we should consider establishing a new, inde
pendent federal agency to administer rural housing 

programs free of urban- or farm-oriented biases. 

RURAL HOUSING CONDITIONS 
Rural Economic Conditions and the Effect on 
Affordable Housing 

The economic conditions affecting rural com
munities and residents vary from urban economic 
conditions. Many poor rural households are "work
ing poor" (Le., at least one member of the household 
is employed), and many have both parents present in 
the household.s Thus, their problems do not stem 
from unemployment or large numbers of low-income 
single-parent families. Rural residents have less in
come than urban residents and, similar to urban areas, 
poverty is disproportionately high among rural blacks 
and rural Hispanics.9 Problems ofunderemployment, 
few opportunities for job mobility, and the prepon
derance of low-wage and low-skill jobs plague the 

Rural residents are being 
priced out of housing markets 
by urban "refugees" who are 
still earning urban salaries. 

rural economic terrain. 1O The problem is intensified 
by urban workers moving to rural areas to seek lower 
housing costs (e.g., San Francisco Bay area residents 
moving to Modesto, more than seventy miles east of 
the region, to find affordable housing), which increases 
the demand for housing and, therefore, the costs of a 
limited supply of housing. "Rural residents are being 
priced out of housing markets by urban refugees who 
are still earning urban salaries."ll 

Rural communities are also limited in their abil
ity to solve their local housing problems. Lower av
erage incomes and higher levels of poverty and un
employment yield a weak tax base and, consequently, 
fewer public resources to spend on housing problems. 
Furthermore, many rural areas lack sufficient local 
lending and infrastructure resources, which are nec
essary to support major housing improvements and 
construction.12 For example, Wells Fargo Bank, a 
major California bank, closed all their branch offices 
in rural communities during the past few years, fur
ther undermining the serious lack of credit in rural 
areas. 13 

Low wages and underemployment result in less 
resources to spend on housing consumption, including 
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repairs and maintenance. An alarming 32 percent of 
poor non-metropolitan renters and 22 percent ofpoor 
non-metropolitan homeowners spend more than 70 
percent of their income for housing, just one indica
tor of the severe shortage of affordable housing in 
rural areas.14 The rural poor simply cannot afford 
much of the rural housing stock. 

Many rural families occupy homes with struc
tural defects that prevent them from being used as 
collateral against which to borrow for improvements 
and repairs. Likewise, mobile homeowners who rent 
the land on which their mobile homes sit have no 
equity in land. Confusion over land title is a perva
sive problem which creates considerable difficulties 
in obtaining the credit necessary for mortgages and 
home repairs. Moreover, local government policies 
often discourage the development of low-income 
housing. Such policies include exclusionary zoning 
and local decisions not to approve or build further 
low-income housing.15 The rural poor face numer
ous economic, legal, and political roadblocks to the 
repair of existing housing or the construction of new 
housing. 

Racial Discrimination 

Racial discrimination pervades rural housing mar
kets. A classic study of six rural communities in the 
1970s found that rural housing markets were clearly 
segregated along racial lines and that housing condi
tion inequalities existed.16 Racial segregation in rural 
housing markets persists. I? Blacks experience much 
higher levels of substandard housing than do other 
rural residents: 41 percent of non-metropolitan black 
households live in substandard housing, compared to 
only 7 percent of non-metropolitan white house
holds.18 Such segregation is informal, which makes 
it more difficult to detect and eradicate. One study 
has concluded that "the actual cause of segregation 
appears to be internalized discrimination-actions 
predicated on the expectation that discrimination will 
be practiced-rather than voluntary self-segrega
tion."19 In addition to the lack of choices all rural 
poor face, rural blacks (particularly those in the South) 
anticipate discrimination in the housing market and 
may not seek to rent or buy "white housing." 

Farmworkers, who are often racial or ethnic mi
norities, also face a lack of choice in housing markets 
for several reasons. Most farmworkers receive ex
tremely low wages and work less than 12 months of 
the year. They simply cannot afford the housing that 
is available. It is estimated that between 10,000 and 
15,000 farmworkers in San Diego County alone are 
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sleeping outside, some in holes dug in hillsides and 
many under trees and bridges, largely because of the 
high costs of housing in the San Diego area.20 An
other problem is the lack of large housing units at 
affordable rents. Farmworkers tend to have large 
families and experience something on the magnitude 
of 10 times the normal rate of overcrowding. It is not 
unusual to find several families in units built for just 
one. Not only are larger units more expensive, but 
lessors do not want to rent to families whom they 
anticipate will bring in other family members or other 
families to live with them.21 

Racism and ethnocentrism also playa significant 
role in the lack of options available to farmworkers. 
Anglo residents of small rural communities are suspi
cious of the Latino, Native American, and Asian farm
workers that they perceive as invading "their" com
munities~ Such prejudice translates into housing dis
crimination. One of the more blatant examples oc
curred in the City of Gridley in Butte County, Cali
fornia. The Gridley City Council attempted to pre
vent the building of a farmworker housing project for 
Punjabi ricefield workers, because they "worship a 
different god."22 A more subtle form of discrimina
tion is the lack of interest by private owners of farm
worker housing in rehabilitating the housing. A 
California state housing program received only one 
application for farmworker housing rehabilitation 
funds. 23 

Finally, a number of farmworkers are migrants, 
moving frequently to follow the harvest of large crops. 
Migrant farmworkers suffer the consequences of both 
grossly substandard housing and a severe lack of tem
porary rental housing. In 1980, 75 percent of mi
grant farmworker dwellings lacked complete plumb
ing.24 Housing that can be rented on a temporary or 

25seasonal basis at affordable cost is scarce. Many 
characteristics of migrant farmworkers in the United 
States, such as their immigration status, migration, 
economic position, and disfavored ethnicity, create a 
political and social vulnerability that contributes to 
the perpetuation of substandard housing conditions 
and undersupply. 

Living in Substandard Housing 
One of the most important differences between 

rural and urban housing conditions is the higher rate 
of substandard housing among rural residents. Al
though rural areas are home to about 25 percent of 
the United States population, they contain roughly 
33 percent of the nation's occupied substandard hous
ing units and 38 percent of the nation's substandard 
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units occupied by poverty'level households.26 The 
disparity holds true across several measures of hous
ing quality: incomplete plumbing, inadequate kitchen 
facilities, and general physical defectsY 

Rural blacks experience a disproportionately high 
share of these substandard conditions, as much as 16 
times higher than the urban rates.28 The rural eld
erly are more likely than the urban elderly to lack 

Between 10,000 and 15,000 
farmworkers in San Diego 
County alone are sleeping 
outside. 

adequate facilities, such as central heating, indoor 
plumbing, and complete kitchens, and to experience 
structural problems, such as leaks, sagging floors, and 
peeling paint.29 Flawed housing units in rural areas, 
and particularly those occupied by blacks, are far more 
likely to have more than one major defect than are 
flawed urban units.3D Although this nation has ex
perienced dramatic improvements in housing quality 
since the 1950s, poor rural Americans have not shared 
in the benefits. 

Contrary to assumptions that only renters suffer 
substandard housing, homeowners in rural areas live 
in grossly inadequate conditions as well. Homeown
ership rates are higher in rural areas than in urban 
areas,3! a difference that also exists for the poor. 
Approximately one-third of urban poverty-level 
households are owner occupied, but two-thirds ofrural 
poverty-level households are owner occupied.32 The 
same pattern is seen among the elderly.33 With little 
money to make repairs when needed, poor house
holds see a high rate of deterioration. To address 
substandard rural housing conditions, we must con
sider solutions that help homeowners, not just renters. 

The higher level of mobile home occupancy also 
has implications for reducing substandard housing 
conditions. More rural than urban residents live in 
mobile homes.34 Many rural people have resettled 
into mobile homes due to structural housing problems 
experienced in previous accommodations.35 In many 
areas, mobile homes are the only alternatives low
income families have, given a lack of rental housing. 
However, mobile homes often have their own struc
tural problems, such as lack of strength and durabil
ity, that make them inappropriate for long-term 

housing. Ironically, moving to a mobile home ulti
mately may be as poor a choice as staying in existing 
substandard conditions. 

ANALYSIS OF FEDERAL HOUSING POLICY 
Rural areas receive only 20 percent of federal 

housing support, while 25 percent of the nation's 
population lives in rural areas, 30 percent of the 
nation's poor are rural residents, and 33 percent of 
the nation's substandard housing exists in rural ar

36eas. The causes of rural America's disproportion
ately low share of housing aid are deep-seated. The 
bureaucratic structure for implementing federal hous
ing policy is fragmented and has little capacity for, or 
interest in, delivering federal aid to the remote rural 
underclass. Additionally, the rural policy that does 
exist does not effectively address rural needs. The 
most significant federal housing program, Section 8 
Vouchers, assumes that the private market can supply 
decent, affordable housing, an assumption proved 
wrong by the unique conditions of rural areas. Fi
nally, Farmers Home Administration (FmHA) pro
grams, which are designed particularly for rural resi
dents, are underfunded, underutilized, and moving 
toward ineffective market-oriented vouchers. 

Rural Needs Ignored 
The public and most pollcymakers neither un

derstand rural housing problems nor view them as le
gitimate parts of the public agenda. With few excep
tions, the American media does not publicize rural 
poverty, much less rural housing conditions. The 
public images of poverty have a distinctively urban 
slant. For example, a recent New York TImes article 
characterized homelessness as the symbol of poverty 
in the United States.37 Although homelessness is a 
serious problem, the number of rural poor is much 
greater than the number of homeless. To the extent 
that the public agenda has focused on rural problems, 
it has focused on the farm crisis, despite the fact that 
most rural poor are not farmers. 

Several reasons account for the lack of public 
attention to rural housing problems. Perhaps the 
most important is that rural housing conditions and 
poverty lack visibility. The urban population, which 
is both highly concentrated and much larger than 
the rural population, pressures the federal govern
ment to deal with such visible problems as ghettos 
and homelessness. However, no one sees the housing 
problems of the rural poor, who are more widely scat
tered and do not create such negative externalities. 
Furthermore, even if anyone notices, the scattered 
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and complex nature of rural housing problems makes 
them more difficult to solve. 

A second reason rural housing is not prominent 
on the public agenda is an American cultural bias 
toward that which is urban. This bias is created by a 
pervasive belief in the rightness and inevitability of 
urbanization. Biases against the rural poor are com
pounded by cultural prejudices against the poor and 
racial and ethnic minorities, especially blacks and 
Latinos. 

Finally, when compared to urban residents, the 
rural underclass is politically weak. Widely dispersed, 
they lack the organization, financial resources, and 
concentrated voting strength necessary to influence 
public policy. Moreover, the President depends more 
on urban-based electoral votes. Therefore, his ad
ministration is less likely to place as high a value on 
rural issues or enthusiastically to administer programs 
that benefit the rural poor.38 

ProgTams and Policies 
The anti-rural bias of federal housing policy goes 

far beyond the disproportionately low share of re
sources allocated to rura1 areas and the inattention 
given to rural housing conditions. It goes to the very 
design and operation of federal housing programs. 

. The United States government provides low-income 
housing assistance under three major programs: pub
lic housing, Section 8, and Farmers Home Admini
stration.39 None adequately addresses the housing 
problems of the rural poor. 

Public Housing on the Decline 

The oldest federal low-income housing program 
is the public housing program, established by the 
United States Housing Act of 1937.40 Under this 
program, the U.S. Department of Housing and Ur
ban Development (HUD) subsidizes the construc
tion and operation of low-rent housing projectsY 

Although some public housing projects exist in 
rural areas, public housing is not currently an impor
tant element of rural housing policy for several rea
sons. Public housing in general has become a disfa
vored federal program. The "high-rise, dense con
centrations of families with social problems" found in 
many housing projects are perceived as isolating low
income residents and perpetuating such conditions 
as crime and welfare dependency.42 Poor manage
ment of projects, high operating costs, waste, fraud, 
physical deterioration of facilities, lack of counseling, 
and a preference for other federal housing programs 
have also contributed to its fall from public favor. 
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Development of new public housing projects has 
declined dramatically.43 Small rural communities, in 
particular, can be hostile to public housing projects; 
thus, many nonprofit groups will choose to rehabili
tate existing housing rather than build new projects.# 
HUD and Congress have expressed considerable in
terest in selling public housing units to tenants and 
tenants' associations, hoping to reduce federal ex 
penditures.45 

Housing projects in rural areas often are not fea
sible, because they cannot capture economies of 
scale.46 The low population density of rural areas is 
an obstacle to reaching the necessary critical mass of 
low-income family residents. Because the number of 
eligible families is small, there are often much higher 
costs of construction per unit than for larger urban 
projects. , It is more cost-effective to build a twenty 
unit building than a five unit building because doing 
so allows the builder to spread fixed costs. In addi
tion, public housing, a program specifically for ren
ters, does not address the lack of quality housing and 
credit available to rural homeowners. For all these 
reasons, public housing is no longer an important 
part of federal housing policy, and its ineffectiveness 
in the rural context indicates that it neither has been 
nor will be the cornerstone of rural housing aid. 

The Rise of Vouchers 
Section 8 housing programs are the primary thrust 

of current federal housing policyY In contrast to 
public housing, they are predicated on the notion 
that the best way to provide federal low-income hous
ing assistance is through private development and 
existing housing markets. Tenants, on receiving a 
certificate of eligibility from the local Public Housing 
Authority (PHA), find their own rental units; HUD 
pays the lessor the difference between the tenant's 
rent payment (30 percent of household adjusted in
come) and the federally specified contract rent. A 
household is eligible for Section 8 assistance if its 
income does not exceed 80 percent of the area's 
median income. 

The Housing Voucher program differs significantly 
from the two other Section 8 programs. New Con
struction/Substantial Rehabilitation authorizes rent 
supplements to the owner of housing that is newly 
constructed or substantially rehabilitated, if eligible 
low-income families occupy the units. The second 
program, Existing Housing, is more similar to vouch
ers in that it attaches rent supplements to a particular 
household. 

The primary difference between these two pro
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grams and vouchers is the treatment of Fair Market 
Rent (FMR). The FMR is the federally determined 
level at which contract rent levels are set for partici
pants in Section 8. They may increase as local rents 
for comparal,le units rise, though before vouchers, 
the lessor could charge no more than the federally
determined FMR, an assurance that participants would 
spend no more than 30 percent of their income on 
rent. 

Under the Housing Voucher program, HUD still 
pays the difference between the FMR and 30 percent 
of the tenant's adjusted income, but the contract rent 
is negotiated in the private market by the lessor and 
the tenant. The tenant pays or benefits from the dif
ference between the contract rent and the HUD sub
sidy. Thus, the tenant may spend more or less than 
30 percent of his or her incorrte as rent under this 
program. 

Tenants hold vouchers for only 5 years, as com
pared to 15 years under the Existing Housing pro
gram. Furthermore, the program allows only two 
market-based increases in assistance payments dur
ing the 5 years, and the increases are not obligatory. 
The lessor may raise the rent as local laws and the 
private market permit, but HUD will not provide 
assistance to meet the additional payment; the ten
ant must pay the entire rent increase. 

The Housing Voucher program has quickly be
come the most important of the Section 8 programs.48 

It grew from its origins in the 1972 Experimental 
Housing Allowance Program (EHAP) to the 1983 
demonstration program and its current permanent 
status in 1987.49 In fiscal year (FY) 1988, appropria
tions for the Housing Voucher program exceeded those 
for Existing Housing.5o 

Vouchers enjoy popularity among economists and 
politicians, who claim that reliance on the existing 
market, free from federal control over rent levels, is 
the most efficient way of providing housing assis
tance.51 Vouchers allow the recipients of federal sub
sidies to choose housing services, which they will 
consume on the private market. It is claimed that 
vouchers, by relying on the private market, require a 
lower subsidy per household, resulting in a larger 
number of low-income households that can be served 
for the same amount of money. However, the rural 
experience with housing vouchers shows that such 
claims of efficiency are not accurate. 

Reliance on the private market is based on the 
notion that the exercise of choice by low-income 
households will result in the market supplying them 
with the housing required to meet their needs. 

However, the concept of choice is relatively mean
ingless for many of the rural poor. The racial segrega
tion of housing markets results in a very limited sup
ply of adequate housing available for rural blacks. A 
similar segregation exists with respect to farmwork
ers, many of whom are Latino, Asian, or Native 
American. 

Choice is also limited by the potentially weak 
bargaining power of the rural poor, who often live in 
substandard housing. To the extent that the New 
Construction and Existing Housing programs set the 
contract rent for subsidized units, the federal govern
ment has been subsidizing the bargaining power of 
low-income rural residents by forcing lessors to keep 
rents down in order to receive the stable flow of Sec
tion 8 assistance payments. However, because the 
Housing Voucher program allows lessors and tenants 
to negotiate the contract rent, the subsidized bar
gaining chip disappears, and low-income voucher 
recipients may be forced to pay higher rents. In rural 
areas, where the option to move to affordable hous
ing is limited by its short supply and substandard 
quality, many residents are trapped into paying what
ever their landlord wishes. Furthermore, because rural 

41 % of non-metro black 
households live in substandard 
housing, compared to 7% of 
non-metro white households. 

residents are long-term residents, the difference be
tween the 15-year term of Existing Housing certifi
cates and the 5-year term of housing vouchers results 
in less security for the lessor, who may consequently 
increase the amount of rent he or she is seeking. The 
bargaining power of rural blacks and farmworkers, 
both of whom face limited choice, is even weaker. 

Another questionable assumption is that vouch
ers will stimulate the construction or rehabilitation 
ofhousing through subsidies. Voucher advocates argue 
that the infusion of federal funds into the housing 
market will provide the demand for housing that 
normally serves as a sufficient incentive for develop
ers to build quality, affordable housing. However, the 
demand that is actually created by vouchers is simply 
not large enough to overcome the various supply 
problems in rural areas. The size of rural markets 
(i.e., the number of rural poor with housing vouchers 
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in a particular community) is not great enough or 
concentrated enough to encourage developers to build 
low-income housing. HUD does not engage in the 
outreach to remote rural areas necessary to increase 
the number of rural residents receiving vouchers. In 
addition, many rural communities face a lack of de
velopers or credit with which to finance housing 
construction. The Experimental Housing Allowance 
Program tested the effects of vouchers and found that 
they did not stimulate housing construction.52 

The Experimental Housing Allowance Program 
also did not stimulate housing rehabilitation, because 
vouchers were not large enough to meet the high 
costs of required repairs. The Housing Voucher pro
gram prohibits recipients from using vouchers for units 
that do not meet minimum quality standards. Many 
lessors renting to eligible low-income families refused 
to undertake the repairs and rehabilitation necessary 
to upgrade their housing units to meet the program's 
standards.53 

The Housing Voucher program is premised on 
unfounded faith in the efficiency of the private mar
ket in rural housing markets. The lack of choice for 
many of the rural poor, the racial segregation of mar
kets, the supply-side limits on the market-induced 
construction of housing, and the inability of the 
vouchers to meet the high costs of repairing and 
upgrading substandard housing are all barriers to re
solving rural housing problems with housing vouch
ers. Furthermore, the program's claim to greater equity 
is undermined by the fact that many groups cannot or 
do not participate. The non-participants include 
homeowners, those living in remote rural areas, farm
workers, and rural blacks. A federal housing policy 
based on vouchers alone shows either an ignorance 
of, or disregard for, rural housing needs. 

The Undennining of FmHA Programs 
The Farmers Home Administration (FmHA) 

operates several housing programs, primarily in the 
nature of low-interest loans, particularly for rural resi
dents. These programs are designed to overcome "the 
isolation, lack of credit, and scarcity of professional 
and technical services suffered by rural communi
ties."5'! The FmHA had its origins in the New Deal's 
Resettlement Agency (RA) and its successor, the Farm 
Security Administration (FSA), which operated ru
ral housing, rehabilitation, and resettlement programs 
with the goal of eradicating rural poverty. 55 Despite 
its success, FSA was terminated in 1946 because 
Congress, caught up in the Red Scare, opposed its 
aggressive outreach and "socialist" programs.56 Most 

~ SPRING 1990 

ofthe responsibility for addressing rural housing prob
lems was transferred to the housing agencies that 
would eventually become the Department of Hous
ing and Urban Development. 

Congress established the FmHA in the 1949 
Housing Act and gave it the responsibility of provid
ing mortgage credit to qualified farmers to assist them 
in obtaining decent, safe, and sanitary living condi
tions, a more limited role than the FSA. In addition, 
FmHA was placed under the mainstream Department 
ofAgriculture (USDA). Currently, FmHA is a lender 
of last resort, providing direct government loans to 
rural borrowers (both farm and non-farm families) 
who are unable to secure the credit they need to 
construct, purchase, improve, or repair housing af
fordably. It operates essentially five programs: Sec
tion 502, Section 504, Section 515, Sections 514/ 
516, and Section 533.51 

The five programs provide loans with federally 
subsidized below-market interest rates and grants to 
meet a wide range of rural needs. To low-income 
rural homeowners wanting to construct, rehabilitate, 
or purchase a home, FmHA offers the Section 502 
single family construction and purchase loan program. 
The Section 504 home repair loan and grant program 
is geared to elderly and handicapped homeowners 
(grants) and to families (loans) whose incomes are 
too low to qualify for Section 502 home repair loans. 
Despite its great potential benefit, the home repair 
loan and grant program has been undermined by 
FmHA's failure to implement it aggressively.58 An
other popular approach designed to stimulate hous
ing rehabilitation, though, is the Section 533 rural 
housing preservation grant program, providing loans 
and grants to nonprofit organizations and state and 
local governments for the rehabilitation of rental or 
owner-occupied housing in remote rural areas. The 
program has been targeted to very-low-income rural 
residents, experiencing some success when adequately 
funded. 

FmHA also assists rural renters. Section 515 loans 
subsidize the construction of rental housing that is to 
be offered to low-income residents. Under Section 
515, FmHA also makes rental assistance payments to 
owners of Section 515 housing whose costs of provid
ing the housing exceed 25 percent of their renters' 
incomes. Finally, Sections 514 and 516 provide loans 
and grants for the construction or rehabilitation of 
domestic farm labor housing which must meet cer
tain safety, sanitation, and durability standards. De
spite the potential importance of this program in al
leviating serious farm labor housing problems, it has 
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been underused because of local opposition and 
USDA bias toward fanners and growers.59 

FmHA programs have played a significant role in 
addressing rural housing problems. Through 1985, 
FmHA has provided over $45 billion of federal hous, 
ing aid through its five major programs, subsidizing 
over two million units and enabling more than 1.3 
million poorly,housed rural families to move into 
adequate housing.60 

Recent developments, how~ver, indicate that the 
direction of FmHA policy may be changing. FrnHA 
has failed to obligate all its housing program funds in 
FY 1983, 1984, and 1985.61 For FY 1986, 1987, 1988, 
and 1989, the Reagan administration p~oposed re, 
placing FmHA housing programs with vouchers un, 
der HUD, a move designed to reduce the budget defi, 
cit. In 1982, the Reagan admi.~istration also recom, 
mended consolidating federal rural housing aid into a 
block grant to the states at reduced funding levels. 
Congress has repeatedly rejected both proposals, fund, 
ing FmHA programs at relatively constant levels.62 

Most significantly, traditional FmHA programs, 
designed to secure financial resources unavailable in 
private markets, are giving way to voucher programs, 
which rely on existing market resources. In 1987, 

Traditional FmHA programs are 
giving way to voucher 
programs, which rely on exist
ing market resources. 

Congress approved a rural housing voucher demon, 
stration program to be undertaken by FmHA in five 
states during FY 1988 and FY 1989.63 Like the origi, 
nal Section 8 voucher demonstration program, this 
rural voucher program may become a pennanent and 
central part of rural housing policy. When consid
ered in light of the Reagan administration's proposals 
to replace FmHA programs with vouchers and the 
failure of FmHA to obligate all of its funds, the initia, 
tion of a rural voucher demonstration program seems 
to be signalling an effort to reduce or eliminate FmHA 
programs. 

Fanners Home Administration programs are bet
ter designed to address rural housing conditions than 
are HUD programs. FmHA serves homeowners and 
renters. It operates both grant and loan programs for 
home repairs, rural housing preservation, and farm 

labor,housing. Its homeown~rship and rental hous, 
ing loan programs have the potential to increase the 
amount ofhousing available to disadvantaged groups. 
Its loans are direct, overcoming the lack of credit 
resources in rural areas, and are able to serve a very' 
low,income population. The grant programs are par, 
ticularly important, because many of those experi, 
encing housing deficiencies and defects are so poor 
that they are unable even to afford government loans 
at one,percent interest. 

Unfortunately, FmHA programs in operation have 
not been as successful as their design might suggest. 
Rural residents continue to receive a disproportion, 
ately low share of federal housing aid, partially due to 
FmHA's funding of projects in metropolitan counties 
and adjacent rural areas. The reliance on demand, 
for,project funding and poor outreach also contrib, 
ute to this skewed distribution of funds. In addition, 
the programs for home repairs and housing improve, 
ments are funded at a very low level, despite the per, 
sistence ofsubstandard housing in rural areas.64 These 
problems are compounded by the fact that in recent 
years FmHA has not obligated all of its appropriated 
funds. 

Proposals to replace FmHA programs with vouch, 
ers and the development of a rural housing voucher 
program are signs that those aspects of FrnHA pro' 
grams which meet rural housing needs are waning 
elements of federal housing policy. The growing 
emphasis on private market solutions to housing prob, 
lems is based on the urban'biased assumption that 
America's housing crisis stems only from an under, 
supply of affordable housing. The notion is that low, 
income Americans, anned with voucher subsidies, 
will be able to afford existing rental housing previ, 
ously beyond their grasp and will create an incentive 
for the private market to develop more low,income 
housing. This policy, with its clear urban bias, ig, 
nores the persistence of substandard housing in rural 
areas, the limits to rural housing markets such as seg
regation and lack offinancial and economic resources, 
and the high level of rural homeownership. 

A Fragmented Administrative Structure 
Finally, the ways in which the federal govern, 

ment implements its housing policy impedes its ef
forts to help the rural poor. Rural housing programs 
are divided between HUD and FmHA. HUD, as its 
name would imply, has a clear urban orientation in 
the structure of its programs. Its regional and area 
offices are based in metropolitan areas, with little 
capacity to deliver federal resources to rural 
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communities and little interest in engaging in outreach 
65programs.

FmHA, on the other hand, is handicapped by its 
position as a subordinate agency within the USDA, 
which exhibits "a notable bias toward large farms."66 
Rural housing is not high on the list of USDA priori
ties. In fact, the Housing Assistance Council, a 
Washington, D.C.-based housing advocacy group, has 
received many complaints about the effects of the 
USDA's farm-oriented priorities on FmHA field work
ers. "They are more receptive to a farmer needing 
money for seed or equipment than to a single mother 
with a number of kids who needs housing. The ad
ministrators should be more sensitive. The reception 
some low-income families receive sends a signal to 
others not to pursue rural housing assistance."67 

Furthermore, a complex internal bureaucratic 
structure creates obstacles to the active and effective 
pursuit of solutions to rural housing problems. All 
FmHA program decisions and policies must be re-

The emphasis on private 
market solutions is based on 
the urban-biased assumption 
that America's housing crisis 
stems only from undersupply. 

viewed and approved by USDA's budgetary, congres
sionalliaison, and legal offices. Each of these offices 
can prevent or modify FmHA's actions. Moreover, 
local FmHA administrative units are often reactive 
rather than proactive. They depend on applications, 
do not engage in outreach (especially in the more 
remote areas), and lack interest in programs requir
ing attention to specific individual needs.68 Because 
FmHA relies on builders and realtors to refer clients, 
it allocates approximately one-quarter of its assistance 
to metropolitan counties and rural counties adjacent 
to metropolitan areas.69 

The lack of coordination between HUD and 
FmHA prevents a clear understanding of the nature 
and extent of rural housing needs and of the extent 
to which those needs are being met by federal pro
grams. Their respective field offices cover different 
geographical areas. They engage in different record
keeping procedures and use different codes to iden
tify the same communities.7o Thus, comprehensive 
planning is difficult at best. When combined with 
the urban bias of HUD programs and the large-farm 
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bias of USDA priorities, the lack of coordination 
means that rural housing problems receive considera
bly less attention than they deserve, and less-than
effective treatment. 

RETHINKING FEDERAL RURAL HOUSING 
POLICY 
Why We Need to Rethink Our Policy 

Why should we take on the difficult task of re
thinking and recasting our national rural housing 
policy? The most compelling reason is that a biased 
housing policy violates fundamental notions ofequity. 
The federal government provides housing aid to 
impoverished families and individuals because decent, 
adequate housing is a basic necessity of life. If our 
society is to come anywhere close to equality of op
portunity, people mlist not be socially handicapped 
by a lack of housing or by substandard housing. 
However, our housing policies demonstrate that we 
believe in this goal only with regard to urban housing 
needs, which the great majority of this nation sees. It 
is fundamentally unfair to deny a whole segment of 
our population equal access to federal housing aid 
simply because of where they live. When the stated 
goal of federal housing policy is to ensure each Ameri
can a safe, decent, affordable place to live, we are 
being dishonest if we ignore the needs of the rural 
poor. 

Ifwe do not begin investing in the rehabilitation 
and construction of housing for the rural poor now, 
we will virtually ensure the widespread development 
of "rural ghettos." By this I mean rural regions where 
the housing markets are so segregated, the quality of 
housing so poor, and the local economies so weak 
and undesirable that improvement is impossible with
out substantial (and politically unrealistic) invest
ment. Such regions would be abandoned by all but 
the most impoverished. The poor living conditions 
would discourage financial investment, leading to 
further decline in living conditions, and in turn even 
less financial investment, and so on (Le., a spiral of 
decline). Individual opportunities to break out of 
poverty are diminished by health hazards resulting 
from poor living conditions; the diversion of family 
resources from other necessities to meet housing costs; 
the possible decline in the quality of the educational 
system from a drop in the property tax base; the psy
chological effects of poverty; and lost jobs from busi
nesses that do not want to be located in visibly de
pressed areas. The advent of rural ghettos might also 
force further migration to already-overcrowded ur
ban centers. Most ofus do not encounter rural poverty 
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now in our daily routines, but we may begin seeing it 
more and more the longer that we ignore it. 

Issues 

The housing conditions of the rural poor and the 
shortcomings in the federal rural housing policy raise 
a number of issues that should be considered in the 
process of rethinking our housing policy. 

First, how can we make rural housing an impor
tant issue on the policy agenda? One of the most 
significant barriers to achieving a fair and well-con
ceived federal effort to address rural housing is the 
lack of attention given to the issue. The rural poor 
are not only short-changed; they are ignored. 

Second, what constitutes an equitable share of 
federal housing funds for the rural poor? Is it neces
sary that the rural poor receive ffinding in proportion 
to their numbers and problems? Is that amount suffi
cient to address their needs? 

Third, what can be done to ensure that rural 
housing aid goes to those who need it most? Dispari
ties exist in the distribution of rural housing aid, es
pecially for the poor in the remotest areas who re
ceive little or nothing. 

Fourth, how can the federal government ensure 
real choices in housing markets for all rural residents? 
Rural housing markets fall considerably short ofbeing 
free and open. The markets are small, and the poor 
often have weak bargaining positions. Moreover, 
considerable racial and ethnic discrimination exists 
in rural housing markets. 

Fifth, what plans should the government pursue 
for investing in existing rural housing markets to 
compensate for the lack of private and local financial 
resources? Many rural areas suffer from economic 
hardship, a poor tax base, and few economies of scale 
within the housing industry. Some areas do not have 
financial institutions that provide construction or 
rehabilitation funding, and others completely lack 
sources of credit or capital. The federal government's 
ability to infuse resources into a market that does not 
work properly will be vital to any rural housing policy. 

Sixth, should there be a change in the bureau
cratic structure that administers federal rural housing 
policy? The current division of rural housing assis
tance programs between HUD and FmHA, the bu
reaucratic obstacles that each create, and the lack of 
outreach activities, all undermine the effectiveness 
of federal programs. 

The Public Agenda 
The first step in achieving an equitable and ef

fective rural housing policy is to elevate l1lral housing 
problems to the national policy agenda. Change will 
not oocur until the public and the policymakers rec
ognize and understand the continuing despair of 
housing deterioration, market discrimination, and 
insufficient personal and community resources faced 
by the rural poor. Furthermore, we must realize that 
rural housing problems cannot be solved with urban 
programs. 

The rural poor should be organized to press their 
concerns into the policy limelight. However, the 
rural poor do not have the time or resources to mobi
lize and exert interest group pressures, and are widely 
dispersed, making organization difficult. Commu
nity action agencies, anti-poverty advocacy groups, 
and local churches might be effective advocates for 
the rural poor, but they also lack resources. There
fore, attention to the needs of the rural poor must 
also rely on other elements of the agenda-setting 
process. 

Media attention to rural poverty would be one 
crucial step toward policy reform. Journalists should 
expose the deplorable conditions of the rural under
class that exist between great centers ofurban wealth. 
Moreover, reports by policy analysts and advocacy 
groups would help to focus attention on these condi
tions. In December 1989, the Center on Budget and 
Policy Priorities and the Housing Assistance Council 
released a publication entitled The Other Housing 
Crisis: Sheltering the Poor in Rural America.71 The re
port generated some media attention.72 Further stud
ies and reports by organizations would keep the at
tention of policymakers and the media on this issue 
and would provide additional data useful in evaluat
ing and reforming current policies. 

Policymakers also playa role in elevating issues 
to the policy agenda. Indeed, even in the absence of 
lobbying by the rural poor, "policy entrepreneurs" 
could push rural housing onto the list of issues ripe 
for policy making.73 The media, advocacy, and re
search organizations, and policymakers will have to 
overcome a considerable urban bias in the mindset of 
most Americans, but real change in housing policy is 
unlikely to occur until rural problems are on the fore
front of American consciousness and the policY 
agenda. 

Funding 

In order to achieve a fair allocation of housing 
aid, the rural poor must receive a proportion of fed
eral housing expenditures equal to the proportion of 
housing problems they experience. The gap between 
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the 20 percent of federal housing expenditures that 
go to rural areas and the 33 percent of the nation's 
substandard housing that exists in rural areas is 
inexcusable. At the very least, rural Americans should 
receive 25 percent of all federal housing aid, which is 
equal to their share of the American population. It 
would be more equitable if they received the 33 
percent that represents their share of the nation's 
substandard housing. Increased funding for the rural 
poor need not be taken out of the meager funds going 
to the urban poor. Instead, a relative rise in the rural 
share of federal housing assistance should be tied to 
an overall increase in the funding of federal housing 
programs. Not enough is being spent on the housing 
needs of Americans. The continued existence of 
indecent, unsafe, dilapidated housing, the fact that 
most rural Americans must pay more than 30 percent 
of their income for housing, racial discrimination in 
housing markets, and persistent urban problems of 
homelessness, ghettos, and shortages of affordable 
housing, all testify to the need for greater federal 
funding. 

As I have attempted to show, however, increased 
funding for public housing and Section 8 vouchers is 
not the most effective way to address rural needs. 
Instead, budgetary increases should occur in FmHA 
programs, which are geared toward meeting rural 
needs. Indeed, a major criticism of many FmHA 
programs is that they are underfunded. Therefore, 
the federal government should invest greater resources 
in FmHA efforts that are designed to overcome the 
barriers of rural markets. These resources should 
include low,interest loans for construction and reha, 
bilitation, and grants for the many rural residents 
who cannot afford even low,interest loans. A greater 
supply of low,income rental housing creates opportu, 
nities for those who hold weak bargaining positions 
in the private market. Funds for repairs will allow 
homeowners to preserve and upgrade their deterio, 
rating or substandard houses. 

While greater funding of existing programs is 
needed, more money alone is not the solution. First, 
requesting increased expenditures can be politically 
naive. The reality of deficit reduction politics is that 
all areas of public policy require more money, but 
there is no consensus about the priorities and standards 
by which budgetary increases and cuts should be made 
or by which revenues should be generated. As a 
result, very few areas, if any, experience significant 
budgetary increases. A new rural housing policy based 
solely on increased funding ofexisting programs might 
become what most similar policy proposals have 
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become: empty political rhetoric. 
Throwing money at existing programs is too sim, 

plistic a solution. Such a policy would not address 
the underlying biases, and greater funding of FmHA 
programs would do little to solve the most serious of 
rural housing problems. If the agency is not also 
engaged in outreach to remote rural areas or is not 
spending the funds, additional money will be wasted. 
Likewise, funding alone will not solve racial discrimi, 
nation or the lack of housing construction firms and 
financial institutions. A more sophisticated approach 
would go beyond simply spending more money on 
existing programs. The federal government must 
pursue a fundamental, substantive shift in its rural 
housing policy. 

Targeting Assistance 
Both HUD and FmHA should target aid to those 

who need it the most but who, for any number of 
reasons, may be unaware of the programs or are 
reluctant to seek assistance. One step would be the 
investigation ofhousing conditions in particular rural 
areas, to identify those areas with the greatest need. 
Particular attention should be paid to residents of 
remote areas as well as to mobile,home owners. The 
agencies should also be aware of the concentrations 
of blacks and migrant farmworkers who are living in 
substandard housing and who may lack access to 
housing on the private market. Having identified 
areas that require greater attention, these agencies 
and the local PHAs should engage in an extensive 
outreach effort.74 

Finally, the network of local PHAs must be 
expanded to reach rural Americans who do not live 
in areas with links to federal aid. Private, nonprofit 
community,based organizations (COOs) can also play 
a vital role in the outreach effort, targeting housing 
assistance to those who need it most. For example, 
the East Central Kansas Economic Opportunity Cor, 
poration (ECKAN), a community action and hous, 
ing agency serving seven rural counties, has devel, 
oped a service delivery network to prOVide food, cloth, 
ing, rental assistance, and education (Head Start) to 
low,income residents. It uses that network to iden, 
tify potential participants for Section 8 and FmHA 
programs which it administers. Moreover, its Sec, 
tion 8 program provides an outreach tool for its hous, 
ing preservation program, and vice,versa.75 

Fair Markets 

The existence of racial discrimination in housing 
markets is one of the most troubling and intractable 
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problems faced by rural housing policymakers. Blacks 
and migrant farmworkers have few real choices in the 
marketplace. The Fair Housing Act is ineffective in 
eradicating this discrimination for three reasons. First, 
there is a general lack of public and political will, 
which is based partly on ignorance and partly on ra
cial/ethnic, anti-rural, and class prejudices. Second, 
there is an internalization of discrimination by blacks 
and Latinos, who perceive that they have little real 
economic or political power and thus do not even 
bother to pursue what they do not believe they can 
attain. Third, given the geographic dispersion ofrural 
residents, segregation in the housing market is often 
difficult to detect. 

To address the problem of discrimination, there 
are three necessary government responses. First, the 
federal government must engage in a more vigorous 
enforcement of existing Fair Housing laws. Second, 
federal agencies should target housing aid to blacks 
and migrant farmworkers so that they have real op
tions and a greater degree ofconfidence that they can 
obtain decent and affordable housing. Finally, the 
federal government and scholarly organizations should 
conduct regular studies of rural housing markets, 
documenting the types and degree of discrimination. 
These efforts are essential steps toward providing real 
housing choices for all rural Americans. 

Community Investment 
Many rural communities lack financial institu

tions, housing construction/rehabilitation firms, loan 
resources, equity in existing housing, a strong eco
nomic and wage base, and economies of scale in 
housing production/rehabilitation. These resources are 
necessary for communities to use most effectively the 
federal funds that they receive. Consequently, a new 
federal rural housing policy should concentrate on 
investment in local economies with the goal of com
munity self-sufficiency. Such self-sufficiency should 
be conceived in broad terms, not just with respect to 
housing, but with respect to the development of the 
entire local economy so that the community is able 
to sustain its own healthy housing market and general 
economic activity. Improved capacity for financial 
investment, increased wage levels, the development 
of private-sector housing construction/rehabilitation 
enterprises, and heightened levels of community self
confidence would do more to alleviate rural housing 
problems than any well-financed federal effort to 
stimulate demand via vouchers or to actually build 
the housing. 

Therefore, federal rural housing policy should rely 

on community,based organizations (CBOs), in a 
public,private partnership, with the participation of, 
and. CQIltrol by, community residents. CBOs, "pri
vate organizations organized around the public inter
est," play a major role in housing development in 
California and many other states.76 They include 
community development corporations (CDCs), 
community action agencies, loan funds, cooperatives, 
community development credit unions, Indian tribes 
or groups, and other organizations that significantly 
benefit the rural poor. CBOs also provide financial 
counseling to low-income residents, teaching them 
how best to use their own and community resources. 
Because they are managed and supported by the 
community, CBOs can identify local needs and un
derutilized resources better than government agen
cies and PHAs. 

CBOs can also seek other funding sources in the 
private sector, using federal funds to leverage invest
ment by financial institutions, businesses, and other 
non-profit organizations. One organization in east
ern Kentucky established a mortgage lending consor
tium of local bankers to remove the barriers to finan
cial markets and to diversify rural housing loan risks 
over a number of investors.77 Another CBO, the 
Community Housing Improvement Systems and Plan
ning Association (CHISPA) in Salinas, California, 
was able to build a 40-unit farmworker housing coop
erative by obtaining a number of federal, state, and 
private loans and grants. It invested some of the 
funds in upper-income housing to create an income 
stream sufficient to payoff the loans on the low
income cooperative, a creative strategy indicative of 
CBOs' flex ibility.78 

Some CBOs (including community-oriented 
small businesses) actually engage in housing construc
tion and rehabilitation, creating new jobs, training 
workers in job skills, and replacing local substandard 
conditions (including mobile homes) with decent and 
affordable housing. A new federal program that pro
vided the seed capital would make it possible to lev
erage additional private-sector investment and build 
more housing. Finally, CBOs assist housing construc
tion or rehabilitation projects that rely on "sweat 
equity," the investment of human labor (often that of 
the homeowner, tenant, and other community resi
dents), to save the cost of hiring workers. In short, 
CBOs possess unique abilities to increase the total 
amount of investment in the housing market and the 
local economy, while basing their strategies on an 
intimate understanding of local needs and resources. 

Rural housing policy, therefore, should facilitate 
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the economic and housing-development activities of 
CBOs. FmHA and HUD should aggressively identify 
CBOs as potential recipients of loan and grant assis
tance for the construction or rehabilitation of rural 
housing. In particular, federal programs that would 
allow CBOs to cover their "soft costs" (administra
tion, etc.) would not only fund the particular housing 
built at the time, but ensure the survival of CBOs 
beyond one project.79 Moreover, FmHA, HUD, and 
the PHAs should use CBOs to disseminate informa
tion about existing programs and to target aid to those 
most in need or most removed from traditional chan
nels of information or assistance. The federal gov
ernment should also develop a start-up grant pro
gram that would help new CBOs engage in housing 
development and other forms of local economic de
velopment in rural areas. Finally, FmHA and HUD 
should devote a larger share of their allocations to 
housing grants, which are more flexible than loans 
since COOs can carry only a limited amount of debt. 
Grants that are channeled through CBOs would re
vitalize local rural economies, creating additional 
investment in those economies and generating gen
eral economic growth. 

New Rural Housing Agency 

Finally, a new federal rural housing policy must 
address the barriers to effective implementation of 
the policy. HUD operates under an urban bias with 
little interest in, or capacity for, reaching rural resi
dents. Its programs are designed to meet urban hous
ing problems. FmHA exists within the USDA, which 
has its own biases toward large farms and beneficiar
ies of agricultural subsidies. FmHA has also not en
gaged in outreach to rural residents, and its programs 
have been underfunded. Moreover, HUD and FmHA 
often cannot coordinate their actions. Comprehen
sive planning is impossible. 

Kravitz and Collings recommend the creation of 
an independent Rural Security Administration, free 
of the biases of both USDA and HUD, which would 
be designed specifically to address rural poverty.80 
This is a sound proposal. Rural housing problems are 
complex and closely connected to a number of 
uniquely rural conditions. These conditions are poorly 
understood and therefore require attention by an 
agency devoted exclusively to the needs of the rural 
poor. Furthermore, a Rural Security Administration 
would be able to engage in the sort of comprehensive 
planning and outreach necessary for the effective 
implementation of a new federal rural housing policy. 
A single agency would be more cost-effective than 
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the current system of overlapping bureaucracies. 

SUMMARY 
Too often, our heavily urbanized society neither 

understands nor cares about the needs of the rural 
poor. Our federal housing programs are designed pri
marily to address urban housing problems, which are 
quite different than rural housing problems: substan
dard housing, racial discrimination, insufficient eco
nomic and financial resources, and limited market 
choices. Moreover, the division of responsibility for 
rural housing policy between two agencies that are 
focused on other interests undermines the effective
ness of whatever rural-oriented programs exist. This 
bias requires afundamental rethinking and reshaping 
of federal rural housing policy. I have offered a num
ber of modest propOsals with the specific needs of 
low-inc~me rural residents in mind. Perhaps better 
proposals can be made with further study of rural 
housing problems. However, we must begin to ad
dress the needs of the rural poor immediately if we 
are to be honest and fair and if we ate to avoid the 
existence of a permanent "Third World" within our 
nation. We can no longer ignore the rural underclass 
that haunts our back roads and small towns. ... 
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