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» Good Afternoon and thank you for the kind introduction.

» | am especially pleased to be heretoday because | believe
very strongly in what you are doing to help increase
profitability in production agriculture and theresulting
economic development in rural areas.

« Asyou know, creating successful value-added venturesis
critical to our rural economy. It’stough —hard work.

* | am also pleased to have with me and to introduce today
our recently appointed Michigan state director to Rural
Development, Dale Sherwin. Many of you may have wor ked
with Dale during histenure at the Department of



Agriculture. He has an outstanding background and we
couldn’t be more pleased with the President’s selection.

« Many of you have recently cometo know Rural
Development through programslike the value-added and
the energy efficiencies and renewable ener gy system grant
programs, but may not realize the depth of our impact on
rural communitiesand how all of the efforts we undertake
areintertwined and related to the efforts you are making to
improve local economies.

RURAL DEVELOPMENT
e Also many of you may have known our agency asthe old
Farmers Home Administration —the lender of last resort.

e Sol would liketo take a few minutesto talk about Rural
Development. Because today, in my opinion Rural
Development isrural America’sventure capital firm —Why
do | say this, it’s because of what we can offer through
Rural Development’s Rural Housing Service; Rural
Business-Cooper ative Service; and Rural Utilities Service.

« Wearealargebank —abank that loansfor rural
infrastructure. We have an $86 billion portfolio and will do
$16 billion in loans and grantsthis Fiscal Year.

e Let megiveyou ashort laundry list of what we do.

RURAL HOUSING —

e Our Rural Housing Service formsthe bedrock of this
Administration’s commitment to rural America.



e President Bush feels a safe secure homeisthe foundation
for the family unit. Owning a homeisthe oldest and best
form of building equity and we must encourage more
familiestoinvest in ther future.

e In addition to the single-family housing program, we
provideloans and repair grantsfor single family, multi-
family, and farm labor housing. And we provideloans
and grantsfor avast array of community facilities and
equipment —ranging from firetrucksto health care
facilities.

RURAL BUSINESS
e Businessand Industry Guarantee loans.

e Intermediary Relending Program —provides fundsfor
local revolving loan program.

e Value-Added Agricultural Product Market Development
grants (VADGS).

e And most recently, on April 7, 2003 we announced the
availability of $23 million in grantsto assist small
businesses, far mersand rancherswith developing
renewable energy and ener gy efficiency systems.

RURAL UTILITIES
e Technology Infrastructure - Rural Broadband — $1.45
Billion in loan/loan guar antees was announced on
January 29, 2003 in addition to Telemedicine/Distance
L ear ning loang/grants.

e Rural Community water and wastewater loans and
grants.



e Electric and telephone direct and guar antee loans.

However,
To Support The Expansion of Economic Opportunities For
Agricultural Producers:

» Weutilized private-sector resourcesto help expedite
thereview and announcement of $37 million in
Value Added Agricultural Product Market
Development Grants. In thelast two years, $57
million in Agricultural Value-Added Development
Grantsfor 291 recipientsin 43 states, including $10
million in proposalsto develop and mar ket
bioenergy in 22 states.

* In Michigan, one example of innovation,
commitment, and driveto create successful value-
added ventures has been the Thumb Oilseed
Producers Cooperative. Their effortsto develop
and produce a variety of oils and food products
derived from soybeansis bringing soybean
producersin aten-county area of Michigan’sthumb
area the opportunity to increase the bottom-line
profitability to their farmer operations.

» Such value-added ventures have been encour aged
and supported by Rural Development because it
drives not only the profitability of the farmers
producing the soybean, it brings new economic
Investmentsto their local communities aswell.



And --To Increase The Use of Renewable Enerqy and
Ener gy Efficient Systems:

» Last December we convened atask for ce of
partners, including: Department of Energy,
Environmental Protection Agency, and other USDA
agenciesto assist in developing the guidelines for
implementing Section 9006 of the Energy Title.

The program isdesigned to assist farmers, ranchers,
and rural small businesses develop renewable

ener gy systems and make ener gy efficiency
Improvementsto their operations.

 Therearetwo important elements:
o Taxincentives
0 Regulatory

» | tell you all thisto alert you to the type of resources Rural
Development has available. How do you access state and
local offices? You can do thisthrough Dale Sherwin.

* Now why doesthe USDA havethisinterest? | said earlier
we ar e venture capitalist.

 When aventure capitalist investsin an entrepreneur what
doesheget inreturn? -- Equity — If the entrepreneur is
successful —the ventur e capitalist is much better off for his
investment. Sowhy do | say Rural Development isthe
venture capitalist of rural America? Becausewe, the
President, and Congress believein rural America. We
believe the return on public equity investmentsin rural
Americaisastronger rural economy and a higher quality of
life, along with all ancillary benefits from exploiting the
talentsof all rural Americans.



So how can we succeed at increasing equity in rural areas?

1. First —Wein Rural America Must DetermineHow To Keep
Competitive --

e How doweensureastrongrural economy? | firmly believe
that American agricultureisat a crucial crossroad. When
we look at what drivesour local rural economies, along with
our agricultural production capacities, and in the context of
global markets -- we must accept the new economy of
agriculture -- onethat requires new strategiesand an
opennessto adapting to new environments.

* | believethe key to remaining competitiveisour ability to
grasp and utilize the power of technology --The I nternet,
and the technology that has flowed from it —hasresulted in
the free flow of capital and easy accessto knowledge across
bordersaround theworld. It hasmadeit possible for
competition to develop and build production and value-
added systems unconstrained by yesterday’s foundations. It
has served to create international and non-traditional
competitive pressures,

 We must adapt.

2. Promoting Cooper ative Equity

* Oneof our top initiatives at Rural Development isto look at
the effectiveness of the current cooper ative model for
assisting farmersand ranchers. Thetraditional model was
developed with good intentions.



* However, cooperatives are now struggling to convert the
equity and dreams of many rural Americansinto the kinds
of economic opportunity they need and desire. Rural
Development’s Rural Business-Cooper ative Service group
should be at the focal point of this discussion and weintend
to be.

 AsUnder Secretary, | will belooking at waysto increase
profitability for producerswho use cooperatives as an
investment vehicle. |f we begin tolook at cooperativeswith
theideathat they can servenot only in providing a
beneficial interest to C patron members, but also asa
unique investment vehicle that paysdividendsto its
members—onethat isfocused on creating an acceptable
return on investment —we will have gone a long way to
strengthening rural America.

e |tisthistypeof creativethinking that will enableall of rural
Americato participatein the opportunities of the 21st
century. Itisthat kind of thinking that we need to become
adept at working through here at Rural Development's
Coop Services. It iswhat weintend to do aswe look for
waysto facilitaterural America's growth.

My Final Point Is Renewable Energy:

e Oneof the greatest potentialsfor economic growth isthe
development and production of renewable energy herein
the United States.



President Bush under standsthis potential and has
strongly supported our rural small businesses, ranchers,
and farmersin thiseffort. In fact, thefirst major policy
Initiative by this Administration wasthe unveiling of its
energy plan in May of 2001. It hasgiven direction to our
nation’s energy policy —one that highlighted the issue of
ener gy independence and national security. This
initiative clearly brought renewable energy to the table.

After two decades of development, renewable energy is
finally at the point of commer cialization.

Thisfocus and emphasis by the Administration set atone
and coursefor integrating renewable energy into our
nation’s national security, energy, and agriculture
policies—that were soon to be followed up by Congressin
the 2002 Farm Bill and signed into law last May.

The significance of the Farm Bill isthat it continued the
focus of President Bush by expanding a number of
policiesthat responded to these renewable energy and
environmental opportunities.

With this strong focus on renewable ener gy, USDA and
USDA'’s Rural Development are preparingto assist in this
expansion in the economic base of rural America.

Asan example of our commitment during thelast two
years, Rural Development hasfinanced 73 loans and
grantsin 25 states totaling $45 million to fund biobased
and bioenergy related businesses. Thisisa significant
step toward fulfilling the objectives of the Nation’s ener gy
plan.



e Whileagricultural policy isfocused mainly on
production, Rural Development strivesto help maximize
thereturn on all availableresourcesin rural areas.

Closing

e Let mesay in closing that rural communities, much like
agriculture, have been undergoing critical changesthat
areimportant to their long-term sustainability and
growth. Thegoal of the President and Rur al
Development isto support these communities and place at
their disposal the toolsthey need to succeed.

e Ifrural America asawhole can embrace the notion that
it can no longer look upon American agriculture asthe
only potential growth engine and perhaps set asidethe
nostalgic journey into the past, we can ensure a strong
and prosperousrural economy for decadesto come. And;

e Onethat should very well entice our young peopleto stay
or even return to Rural America.

e Thank you for inviting meto be heretoday and | ook
forward to answering any questions you may have.
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