{Asprepared for Deliver}

Remarks by
Under Secretary ThomasC. Dorr
NACO Rural Action Caucus Breakfast
Marriott Wardman Park Hotel- Washington, D.C.
Sunday, March 2, 2003

I ntroduction made by Jane Halliburton — Rural Action Caucus Chair (Story

County, lowa) and Jack Forsman of Cherokee, lowa

e Thank you Jane and Jack

e Oneof thefirst organizationsthat | had an opportunity to
discuss Rural Development issues with upon becoming
Under Secretary was NACO. Karen Miller (President-Elect
from Boone County, M O), Bill Hansell (2™ Vice-President
from Unatilla County, OR) and Joe Dunn of the NACO
Staff represent you well.



| found that meeting very helpful —1 think we sharea

common bond in serving rural America.

As elected officials, you are the leader swho arelooked upon
by your constituenciesto address every imaginable
community issue and need. And it isyour leadership that
shapes the economic climate of your community and the

overall quality of lifefor your residents.

It isthis common interest of -- economic opportunities and
an improved quality of life—that allows usto come together
to forge a strong working relationship to serverural

America.

Thismorning | would like to focusfor a few minuteson
some of the rural economic opportunities presented through
the 2002 Farm Bill, specifically those provisionsthat are

being implemented by Rural Development.



e Whether it isin implementation of Farm Bill provisionsor
the 30 plus business, housing and community development
programs—our fundamental belief isthat Rural
Development’srole should beto servelocal communities by
facilitating the har nessing of the resour ces necessary to

addressregional economic and quality of life issues.

e In my view we aredoing thisby serving asthe venture

capitalist for rural America

e Unlikethe past when we wer e perceived asthe lender of last
resort —\We now bring capital, technology and technical

assistancetorural America.

 When aventure capitalist investsin an entrepreneur what
doesheget inreturn? -- Equity —If the entrepreneur is
successful —the venture capitalist is much better off. Sowhy
IsRural Development the venture capitalist of rural
America? Becausewe, the President, and Congress believe
inrural America. Thereturn on our equity from rural
Americaisastronger rural economy, a higher quality of
life, and the benefits derived for society from exploiting the

talents and resour ces of all rural Americans.



e A key component of capital investment that servesasan
economic stimulus and a cor nerstone to a strong community

Is homeowner ship.

e Homeownership creates stability and as we have seen over
thelast year, serves as a strong economic staplein our

overall U.S. economy. --

e |Increasing homeownership isa critical element of the Bush
Agenda. Not becauseit sounds good politically, but because
he believes passionately in the strength of families—just as
all of you do. And central to strong families—isa solid, safe
and secure house. Thekind of house all familieswish to call

home and come back to.

e Itisoneof the oldest forms of building capital known to

mankind -- it ishomeowner ship!

e Ove thelast two years USDA hasworked to assist 82,000

rural familiesrealize their dream of homeowner ship.



e Whilerural America hasthe highest per centage of
homeowner ship, we believe we must domore. To
strengthen our economy and provide greater opportunities
for homeowner ship, USDA Rural Development unveiled in
October 2002 an aggressive plan to achieve the
Administration’s goal of helping 5.5 million minority

families attain the dream of homeowner ship by 2010.

e Qur five-star commitment includes:

= Lowering Fees To ReduceBarriersto Minority
Homeowner ship;

= Doubling The Number of Self-Help Participants
by 2010;

» |ncreasing Participation By Minority Lenders
Through Outreach;

= Promoting Credit Counseling and
Homeowner ship Education; and

= Monitoring Lending ActivitiesTo Ensure 10

Per cent.



We must aggressively work to develop relationships with
those who have the resour ces and can appreciatethe
uniqueness of rural America—and will invest in rural
America. An example of thisis Chase Home Finance, who
recently committed $500 billion to assist rural minority
familiesrealize their dream of homeownership. This
presents a tremendous oppor tunity for rural families, and
will allow for an incredible amount of capital to flow into

rural areas.

In addition to homeowner ship, there arefour Farm Bill

Initiativesthat are center stage at Rural Development:

. Agricultural Value-Added Product Market Development
Grants

. Section 9006 of the 2002 Farm Bill - THE RENEWABLE
ENERGY SYSTEMSAND ENERGY EFFICIENCY
IMPROVEMENTS

3. Water/wastewater infrastructure

. Broadband



1. VALUE-ADDED

e Over the past two years, the Administration has placed a
significant emphasis on helping producersto increase profit

mar gins by adding value to their commodities.

e Whileagricultural policy isfocused mainly on production,
Rural Development strivesto help maximizethereturn on
all availableresourcesin rural areas. Particularly including
those derived through value-added endeavors. Grants
provide fundsfor:

* Feashility studies;
» Developing legal structures; and

« Other necessary components.

e Insupport of President Bush’s economic agenda, USDA

Rural Development provided $57 million in Agricultural

Value-Added Development Grantsin thelast two years.

Thisisa significant contribution to entrepreneurialship.

e The 2003 Appropriations Bill signed by the President last
week will fund the program at $40 million thisyear.



2) SECTION 9006 -- Farm Security and Rural Investment Act
of 2002 (Farm Bill)

e Thisisthefirst timean energy title focusing on renewable
ener gy systems and ener gy efficiency improvements has

been included in a Farm Bill.

e And it “Establishesa grant, loan, and loan guarantee
program to assist eligible farmers, ranchers, and rural small
businessesin purchasing renewable systems and for making

ener gy efficiency improvements.”

« Weareunder atight timeframeto make selections by the
end of September. Consequently, thisyear’s $23 million will
be made available in the form of grants—which we hopeto
advertisein June. Thisisnot to say that we have
abandoned the rule making process, but timeisof the
essence and we don’t want torisk losing the funds because

of a low rule making process.



o | feel that it isespecially important though to ensurethat as
we implement this program, we do it in away that is useful
to those who may best be ableto develop and implement and

benefit from these opportunities.

e All of theinput we received will help usto develop an
effective and useful funding delivery system. By sharing
ideas and concernswe will better serve those who ultimately
will utilize this program to create alter native ener gy

systems.

e And just aswe sought input from organizations and private
citizensto develop an effective and useful program, our rule
development processis composed of an inter- and intra-
agency working group involving folksfor NRCS, FSA, ERS,
EPA and DOE. -



3) Water/wastewater Infrastructure

e Another provision that | know isimportant to NACO was
the funding of community water and wastewater
infrastructure. Our staff did an excellent job of quickly
getting the $750 million in Farm Bill fundingto assist in
financing nearly 400 community projects. Whilethiswas a
tremendous boost to reducing the backlog in funding
requests, we recognize that great need still remains and will

continue to work to reduce this backlog.

4) Broadband

e Another significant provision that will have a profound

affect on rural areasis Broadband.

« Asweenter the 21%¥ Century, a new frontier isupon us—it is
the advancement of infrastructurethat will support modern
infor mation technology. What electric and telephone were

to the 20" century, telecommunication isto the 21 century.
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e And assomeonewho wasraised and lived in rural lowa, |
can tell you technology is having a tremendous impact in
such areas as farming and local business development. It
has dramatically improved the way of lifefor rural

residents.

e | would add that thereisno greater supporter of rural
Americathan President Bush and hisAdministration. He
has been an avid supporter of expanding accessto modern
technology such as— broadband -- and under stands that for
Americato compete globally we must develop the necessary

capacity to do so.

e Theimportant thing to remember isthat thisinfrastructure
goes beyond simply providing accessto the Internet. It
opens a whole new world of opportunity. When the
technology isfully in place, businesses will increase their
ability to complete in world markets, studentswill have
access to new means of learning, and medical servicesin

rural areaswill be dramatically improved.
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e Theability of rural citizens and communitiesto have the
best of both worlds, the advantage of livingin arural area,
and the opportunity that is provided in centers of

commer ce, education, and medicine can be bridged.

e And aswe worked with community leadersto bring
electricity to farms, ranches, and rural communities, we will
again work with community leadersto be bring new
technology infrastructureto rural businesses, schools,

medical facilities, farmers, ranchers, and thelist goes on.

 TheBush Administration recently announced that $1.455
billion in capital investment funds are now availableto
expand broadband infrastructure-- If weinvest in the
infrastructure and support local efforts, thereturn on this

investment will pay tremendous dividends.

e Whether we aretalking about the expansion of broadband
or water and wastewater infrastructureor the value-added
and renewable energy initiativesin the Farm Bill -- USDA
and USDA’s Rural Development can play a supportiverole

in expanding the economic basein rural America.

12



 When | talked with your leadership last fall, we discussed

many of the challenges facing rural communities.

e Without a doubt, we ar e challenged today to develop
strategiesfor rural Americathat are effective and programs
that make sense. We, in the public sector, smply haveto do
a better job. We have bound our selves up with procedures,
regulations and approachesthat reflect arural America of
the 1950s, using definitions from the 1930s.

« That hasgot to change. Rural America of the 21¥ century
will look nothing like therural America of the early 20"
century. Our programs have got to stop looking back and

start looking forward.

e Most of all, we need to work together. Partnerships and
collabor ative approaches are how we make this vision of

rural America areality.
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 Wemust recognize however, that collaborative relationships
are not limited to traditional bodies coming together as
separ ate entities, but rather, all working together asoneto

exact an outcome that matches our vision.

e Oneof the most powerful and forward ideasthat has begun
to take hold in pockets of our country isregionalism. To
many it isatrepid venture toward finding new ways of
addressing agelessissues facing rural areas. tax bases,
gover nmental services, and collabor ative solutions. Frankly,
| think it makes senseto join forces-- you bring more
strength to solving issues, you can create sustainable
economic centers of commer ce and substantially reduce

basaline cost to local citizens.

e Tofurther explorethisidea, | would encourage you to
obtain a copy of thereport published by The Federal
Reserve Bank of Kansas City from their May 10, 2002
conference on “The New Power of Regions’. It providesa
wealth of perspectives and ideas on how regionalism can

benefit rural communities.
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e Agriculture Deputy Secretary Jim Moseley, who | highly
respect asafriend and a colleague, presented to the group
ideas on “ How Regions Change The Future Of Rural
Policy”. In hisremarks, heshared as| have thismorning
that agriculture and rural America has changed
dramatically, and it requires usto recognize what isdriving
these changes and how we can capitalize on them to benefit

rural communities.

Heidentified at least four driving issues:
= First Driver — Technology --Technological change
has revolutionized far ming ther eby increasing

productivity and effecting a movement off-farm,

= Second Driver — Evolution of domestic and export

markets,

= Third Driver — Advancesin communication and

logistics management, and

= Fourth Driver —Mobility of peopleto moveto

wher e opportunity (economic/quality of life) exist.
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So what isthe Point?

e Regionalism isn’t about the lost of identities-- it isthe
capturing of the best each change hasto offer and working
asoneto bring about positive changes. It isabout working
collabor atively to reduce cost —and to increase levels of
communication, coordination, and cooperation. |t isabout
sharing training and educational opportunities on how to
effectively bring together thiswealth of resour cesthat when
brought together can have a tremendous impact on the

economies of rural areas.
e Itisabout partnering and preparing our rural communities

to be competitive and prosperousin an ever-changing world

economy.
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e Wealso must understand that there are challengesto
regionalization -- which if not recognized and addr essed,

will impair its success:

» First —Regionalization and clustering will require a
high level of cooperation amongst all parties.
Regional rural development may require new
structuresto bridge these communication and

cooper ation gaps.

= Second — The private sector will be pivotal and must
be participantsin the development processto
achieve sustainable progress—they arejob creators
-- they invest capital and produce goods and
services. They must be at thetable and leading the

change.

» Lastly —We must find mechanismsfor tapping
private sector capital to support rural development.
As| mentioned earlier, we must look to non-
traditional sourcesto generate liquidity that can be
transfor med into capital investments—such asthe
iliquid rural assets.
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« When welook at the overall challengesfacing our rural

communities, foremost, we must recognize that while

appr oaches of the past wereright for the time, we must

aggressively look to new methods of addressing new

challengesthat are upon us now.

e How can Rural Development support thiseffort? By

keeping our eye on asimple but clear vision:

OVERALL RURAL DEVELOPMENT VISION

e Toincrease economic opportunity throughout rural

America

« Toimprovethequality of lifefor all rural Americans

e Although these two goals sound ssmple enough, as most of
you who livein rural areas know, thisiseasier said than

done.
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e« Weproposeto do thisby pushing the President’s agenda,
exploiting opportunitiesin the Farm Bill, and working with
organizationslikeyours. We do thiswith:

Economic Opportunities:

o Capital Investments
o Infrastructure

o Technology

o0 Energy

Quality of Life:

Basic

o0 Housing

o Food and Water
Essential

o Education

0 Health Care
Necessary

0 Recreational; and

o Cultural
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I f we begin to succeed at theseinitiatives, that of increasing
economic opportunities and improved quality of life, many
of which are already in play, then opportunities will move

intotheserural areas.

At all levels, we need to think differently and in ways that
capturethe spirit and values of rural America. We must act
boldly.

We must allow ourselvesto think creatively and differently.
And that different thinking startswith how we think of
rural development at the national level. We do not develop

rural America—rural Americansdevelop rural America.

Thefoundation isthere. Now, it isour challengeto build on
It.
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