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Companies rediscover down-home advantages

In the site selection arena, technology has leveled the playing field for many rural

areas, but that's not all they have to offer.

IMAGINE YOUR site selection team receiving 15,000 letters of support from a

community concerned that it might not be chosen for the company's new facility.

Then envision local officials staging a big rally at the civic center, packed with home-

grown residents screaming that they want you to be part of the local economic fabric.

This modern-day fairy tale recently came true for Honda of South Carolina (HSC), a

producer of all-terrain vehicles (ATVs) for the U.S. and world markets. Not

surprisingly, after looking at sites around the world, the above-mentioned activities

validated the company's decision to open a 500-acre, $40 million facility in

Timmonsville, S.C., (population 2,182) last September. The kind of warm community

welcome given to HSC has also been extended to other expanding or relocating firms

by rural communities that have been chosen for a new facility. It's just one of the

many diverse, delightful incentives awaiting companies who give up city life and

invest in a rural environment.

Labor That Can't Be Beat

Economic development studies consistently show that labor is the primary magnet

for companies moving to rural America. So what can be said about the typical rural

work force? Dr. John C. Allen has studied the impact of telecommunications

technology on rural communities as well as the nature of rural residents. He is an

associate professor of rural sociology and acting director of the Center for Rural

Community Revitalization and Development at the University of Nebraska-Lincoln.

According to Dr. Allen, among the "excellent attributes" of typical rural work force

members are "their morals, especially in terms of being responsible; their view of

their work as careers, not jobs; and their willingness to work not just to collect a
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paycheck, but to help the employer achieve success." Employees also reap benefits

when their company moves to a rural area: They are able to live in communities with

low crime, high quality-of-life features and recreational opportunities, "and, on

average, pretty good schools," adds Dr. Allen. He maintains that the tendency of rural

residents to have a strong attachment to their towns is a benefit that translates into

very low turnover rates for employers. "Only 3 percent of our rural population in

Nebraska plans on moving,f and very often they're willing to go to extreme measures

to stay in one place. I think you'll see very similar numbers for most rural residents of

other states, too." Short and scenic commutes, great housing values, and more time

for family life are some of the quality-of-life magnets that keep rural inhabitants

from leaving.

It's not hard to find companies with firsthand tales about rural employees who are

hard-working and creative and exhibit the kind of work ethic that employers in any

industry would envy.

Let's take another look at HSC. Bill Kalp, senior vice president, says his firm

undertook a worldwide search for its new ATV plant. Work force availability, work

ethic, infrastructure, schools, hospitals, and community acceptance were key site

selection criteria as was a desire to manufacture in the region its products are sold.

(Half of HSC's customer base is in the southeastern United States.)

Of those criteria, Kalp cites the rural work ethic as the greatest selling point for South

Carolina. His new employees came from light manufacturing, textiles, grocery stores,

financial institutions, and service industries. "This diverse team is the source of our

strength!" he enthuses. "The quality of a work force determines the success of a

company, and our...work force is enthusiastic, innovative, and involved....I always

say I have 240 engineers working here."

Another labor selling point: the ability to partner with the state's "Special Schools"

program to develop a curriculum that begins with Honda philosophies and ends with

hands-on welding. The program creates specialized, welltrained workers for HSC's

various employment opportunities.

Providing Rural Areas With a HighTech Foundation

Sykes Enterprises, Inc. is a world leader in providing integrated business services to

the information technology industry. Based in busy Tampa, Fla., the company - by

design -- operates all of its 10 call centers in rural American communities. The

primary lure? The "country" work force. "I'm very proud of our strategy [for call

center investment]," says Glenda Fahey, Sykes marketing manager, who says that



her firm actively seeks out rural labor in regions with a population of 40,000 to

100,000. It seeks "high-quality" college graduates (the majority are from nearby

community colleges) with limited high-tech experience and then trains them for

Sykes' more advanced high-technology positions. In many cases Sykes is the largest

company in the communities where it operates. "We're there for the long term,"

explains Fahey. "We make huge investments wherever we build our facilities." Each

Sykes call center has 432 seats and employs between 400 and 600 people.

Locating in the country is beneficial for all involved, notes Fahey. "We enjoy lower

costs and a quality work force in a rural community, and our employees gain a lot of

experience. A percentage of the younger ones move on, but only after we give them a

good foundation in technology." Moreover, since Sykes began locating in smaller

towns, "we've experienced lower turnover rates. People are busy raising their families

there and tend to look at our jobs as careers. Very often, the jobs do offer good career

paths."

Jim Schriner, director of location strategies for Deloitte & Touche Fantus Consulting

in Princeton, N.J., confirms that it's not uncommon for the turnover rate in rural

telemarketing jobs to be the lowest in the industryunder 35 percent as compared to as

high as 150 percent in nonrural regions.

In many rural areas, people still operate farms, but they're not staying down on

them, Schriner says. Today, with modern machinery taking over much of the work,

some farmers find themselves with a luxury few of them previously enjoyed: time to

fill. Typically, "they want to work to get health benefits to carry them over if they

have a tough year or to earn money to take vacations," Schriner explains. Others take

a full-time position, often sharing it with a spouse, to help support the farm.

Draws and Drawbacks of Rural Environs

There are positives to being the "only game in town," says Schriner. As HSC

discovered, a company's relationship with a rural community can be strong, highly

visible, and mutually satisfying, generating deep pockets of employee loyalty and high

productivity levels. Another positive is that smaller areas tend to be driven by a

"handful of movers and shakers who can decide on issues quickly," Shriner relates.

"In one rural town, a company looking at the place encountered a zoning problem

that kept it from moving there. Just three hours later, it wasn't a legal problem

anymore. That small community had the ability to respond much more quickly than

most larger communities."

Negatives can arise, however, if a firm begins to compete with itself as the dominant



employer. Schriner recalls one rural bank with a relatively small employee base that

grew to employ a work force of a couple of hundred people. "The wages began to

escalate since the bank had to push the market to get new employees. There was not

a ready labor supply. That can happen if you grow faster than your community."

Another liability to being the "big dog" in town is the prospect of having to leave or

downsize if business strategies change. "On a socially conscious level, many

companies worry what would happen if they are employing, say, 30 percent or more

of the community," says Schriner.

What about the personality fit of the relocating or expanding firm? Everyone knows

that geographically-based differences exist, reflecting how people relate to each other

and their qualityof-life expectations. Sometimes these differences between the

community and the company can coexist; sometimes they cannot. In a worst-case

scenario, a bad fit between a small town and a company can be ugly. We were

working with one client from New York who moved to a rural town in eastern

Pennsylvania," remembers Schriner. "The management style was way too aggressive

for the community, so the community shut down on them even though they were

paying good wages. No one wanted to work there." The company made some

management changes, and today the firm is "O.K., but not thriving." The lesson:

Realize that community buy-in is important in small towns, Schriner says. "Without

it you can't be successful. Make sure they really want your industry. A consultant can

help you determine this factor."

Schriner also recalls a paper-products manufacturer that had major trouble staffing

its facilities in remote, rural locations. The solution was the creation of a new policy

stating that people who wanted to move up in the company had to rotate to these

sites, but weren't required to stay in any one location for more than two years. "These

are wonderful places," maintains Schriner, "but if you're in a management position it

can be a big transition to transfer into a small, extremely close-knit community

where you and your family - are definitely not invisible, especially if you employ half

the town's people. Not everyone wants that kind of life."

Leveraging Technology to Capture Markets

Evidence abounds that while technology is helping rural businesses of all sizes to

overcome geographic barriers, it is also a powerful tool for reducing operating costs

and aiding in the pursuit and retention of customers.

"In the last five years we've seen an increase in the arrival of telecommunications

infrastructure in rural areas," says Dr. Allen. "On the labor side, the myth is that



people in these areas don't have the skills to adapt to telecommunications, but in our

studies we've found the opposite is true. [Many] rural residents -- especially the most

isolated and the younger people often have a higher level of skills using

telecommunication equipment [than those in the suburbs]."

The Principal Financial Group, for example, has thousands of workers at its Des

Moines, Iowa, headquarters. It also has hundreds of employees at multiple locations

in much smaller rural communities. The company recognizes that technology

linkages can make geography irrelevant.

Schriner acknowledges a problem with some rural areas: Not every potential new site

has the infrastructure a company may need to operate at peak performance.

Telecommunications providers "are doing pretty well" stringing fiberoptics in a

variety of environments, he admits. "But maps definitely show gaps in some rural

areas, just like they do for natural gas." And although a remote location may have

power going to a site, it may not offer looped or redundant service - a vital

requirement for most high-tech industries.

Another problem rural businesses can face is paying above-average longdistance

charges. Dr. Allen says that phone rates may be lowered if a company partners with

other local firms and residents and them negotiates a lower rate for the group from

the utility.

"According to history, rural residents have been entrepreneurs," he says. "As they try

to figure out new technology, they'll no doubt provide opportunities for employers to

organize their businesses differently, more efficiently. This may mean companies will

have more contract or work-athome employees."

Dr. Allen recognizes that there is a learning curve for telecommunications skills. He

lauds rural communities that welcome back-office jobs, which can provide residents

with an entry-level ramp to get on that curve. For that reason he cautions small

areas not to turn away these projects. "I worry about those who wait to welcome

only the very high-tech, high-paying jobs. They won't allow the locals to build their

skills if they hold out and wait for higher-level positions. People won't be able to move

up and realize the American Dream."

Geographic Incentives Grab Attention

Although foreign-trade zones and economic/enterprise zones are rarely found in

rural America, there are plenty of other enticements to attract a company's interest.

Schriner says that many states tend to focus their larger incentives on poorer



communities, typically in rural areas. More importantly for these areas, a number of

progressive governments are working with utilities and rail-service firms to ensure

that relocating companies have access to competitively priced, quality energy/power

and transportation services.

"We tell companies that, everything being equal, we'll give you more incentives to

locate in our rural areas," explains Charles Hayes, president and CEO of the Research

Triangle Regional Partnership, representing the economic development concerns of

13 North Carolina counties. "They're quite comprehensive, as well as competitive."

Each county chooses to do what it wants to sweeten the deal, he says. "Some counties

have policies that if you invest this much we'll do this, while others look at each

project and react to it in the way that's most beneficial to the specific county."

Land is a big incentive, too. "It's absolutely cheaper" in the country, points out

Schriner. This gives communities the ability to actually give land away to relocating

companies and many of them do just that. "There's a huge amount of land out there

with nothing on it," Schriner says. "I've seen communities rent it for $1 per acre or

square foot for 10 years, and then give it to the business after 10 years. This provides

the community with a type of guarantee that the industry won't be leaving in a few

years."

In the near future, Schriner believes, the more attractive rural areas will be those

within easy access of airports, especially major ones. It's happening already.

Trucking is currently the mode of choice for most firms moving products in and out

of rural regions. "However, the whole economy is shifting toward moving lighter,

smaller, higher-valued items of more quality, making them easier and quicker to

transfer by plane," maintains Schriner. "And with the whole idea of just-in-time

manufacturing, people are now thinking about shipping things with airlines that they

never would have thought to have shipped before."

Very small communities without good air service "may not be getting enough

attention," Shriner says, as they seem to work well for company satellites -- offshoots

of larger company branches.

Rural quality-of-life-factors can be attractive to companies, adds Hayes. "We're

hearing employees say, 'I don't want to live in the suburbs anymore; I want a less

expensive, rambling house on lots of land with a creek.' They want a more bucolic

setting with low crime, little traffic congestion, and museums and the like 30 to 60

minutes away. Lots of firms are driven by that talk. Other companies are just tired of

the urban environment and want out."



Manufacturers, Back-Offices Gravitate to Rural Areas

Iowa, traditionally known as an agricultural state, has worked hard in recent years to

diversify its economy. The type of new business it attracts reflects changes happening

in many other rural regions.

"We are less dependent on traditional agriculture than at any time in the closing

century," explains David Lyons, director of Iowa's Department of Economic

Development. "Since the mid 1980s, industrial jobs related to agriculture have

doubled. In some areas, we're surpassing the national growth rate for new jobs; i.e.,

we're up 733 percent in computer programming and software, up 100 percent in

insurance, and up 50 percent in durable manufacturing."

Much of Iowa's manufacturing growth has been in nonurban areas, driven by work

force and cost issues, says Lyons. "Manufacturers are drawn by the high productivity

levels of our small-town work forces, as well as by the stability of the environment for

employment, lower training costs, and less turnover."

Rural areas in general are more attractive if they can offer employee training, skills

upgrading, technical assistance, or R&D services through nearby high schools or

institutions of higher learning. As an incentive, states will sometimes partner with

these schools to offer discounted education or training assistance. In Iowa it's no

different. Two of its strong growth corridors - Cedar Rapids to Iowa City and Ames to

Des Moines - are anchored by a university.

The higher real estate prices and labor costs in urban and suburban areas continue to

encourage backoffice operations to locate in rural communities. Many rural residents

are attracted to the flexible, part-time, or seasonal work that some backoffice

companies offer. And the firms, especially call centers, gain the ability to build

facilities with plenty of room for relatively inexpensive parking lots to accommodate

their large work forces.

Iowa's big draw for manufacturers and back-office firms has been its enthusiastic

support of technology. The Iowa Communications Network is the largest interactive,

T-1 fiberoptic network in the world, linking education and training systems

throughout the state. "As proof that [our technology investment] is working,

manufacturing employment in rural areas has reached the highest levels in 35 years,

and represents more than 30 percent of Iowa's total payroll."

Unfortunately, not all states are investing big technology bucks in rural regions: It's

an expensive proposition as well as a cart-before-the-horse experience for some to

situate a plethora of high-tech equipment in undeveloped areas.



From 1950 to 1970, Hayes says, rural areas somehow survived the infamous "brain

drain," when residents many holding freshly minted college degrees - left small towns

for jobs in America's suburbs and cities.

"The trend is now reversing," he says, "and rural areas are indeed growing. But people

are not coming back as fast as they left! What we lost in those 20 years may take 40

years to regain."
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