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RURAL DEVELOPMENT REORGANIZATIGN ACT
OF 1984; AND THE U.S. DEPARTMENT OF AGRI-
...... CULTURE'S RURAL DEVELOPMENT POLICY

'« . REPORT

WEDNESDAY, MAY 16, 1984

House OF REPRESENTATIVES,
SuscOMMITTEE ON CONSERVATION,
Crebrr, AND.RURAL DEVELOPMENT, :
COMMITTEE ON AGRICULTURE,
Washmgfon, DC.

The subcommittee met,cgﬁursuant to notxce, at 10:15 a.m., in room
1302, Longworth House ce Building, Hon. Ed Jones of Tennes-
see (chaxrman of the subcommittee) presiding.

-Present: Representatives Enghsh thkman Stenhoim, Tallon,

Durbin, Evans of Illinois, Coleman, Jeffords, Skeen, Morriscn, and |

- Gunderson.
Also present: Representative Watkins.
Staff present: &xstobal P. Aidrete, special counsel; John E.

Hagan minority munsei Mark minority associate coun-
Gerald Wga\%elcame, ge

eggy L. Pecore, rnard Brenner,
Roirert A. Cashdoiiar, James W. Johnson, Jr., David A. Eberso!e,
. and Carol Ann Dubard.

| OPENING STATEMENT OF HON. ED JONES, A REPRESENTATIVE
. < IN CONGRESS FROM THE STATE OF TENNESSEE

. Mr: Jones of Tennessee. Good morning. The Subcommittee on
Conservatwn, Credit, and Rural Development will come to order.

I have a very brief statement to make before we the hear-

:ng, and then if there are other members who are here by that

. txme, f§11 ?'xeld to them for any statement that they might make.

Before begm I want to say that we are very proud indeed that

wi committee doing the questioning, be-
aeuse ot‘ the ion% list of mtneases that we do.have. That I will do at
- the conclusion

nesses. .
“Today’s _deal thh two. m ics—the administration’s
anng uai deve pment the Rural

T tive Wes Watkins, chairman of ?;xvxgraao caucus.
......Each member has already been provided with copies of the perti-
" nent documents and background materials relating to these issues.

—— uare &w:li ottt some -rules to.hear-the

- Development Rmrganimhogoﬁgo?foﬂ and HR. 5024 ofhe Rumsl ...

the statements here heforg we begin with the wit- -

i b
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Asyouknow, thm\subeommxtteehasfocmdinmtmrson

mvingthemtemityandtnefundmg existing rural development
mgramm__hgsbeenad:ﬁuﬁttask,andmmhnbeenhm-

‘ xtedatheat. R
“ This meeting, however, is a look at new mitiaﬁves %::

: Mbyt?%wmwmmdapdwymmbymeﬂs. e

The agends xsﬁdlofknowledgeablewitnm&msﬁ
. _acroutheeountry look forward to hearing from each one; and, to
_be fair, I'll ask each witness to submit their entire statement for

the hearing record and simply summarize their main points, and I

‘askyou,fatanpmible,tonmityourstatementswnotmore

thansmmutes.xf

However, you notbecallednpenmeeueifyoueannotdmt. |

in that length of time. Hopefully, this will allow the subcommittee

memberstoaskafequestmna.!askyourmpemﬁoninthissa' |

that everyone m&y be heard.

'th tn ls&outthegroun&mles,amiwewm ﬁx::
- esew: eues

mmoatca:es.as

witness list, and the 5-minute rule will be in asfaraswitn_

nesseaarequeﬁonedhembymembemoﬂhembmmmm
If there are more questions, when we have been heard one time,

‘ \&eawﬂlgobackaroundaaecondnme,ifwehaveenoughhmeto&o‘

[The bill, H.R. 5024, follows:]




iz R.5024

‘ . , Tomm&u%mm&wmnm“mmwMt
cce  of Agriculture and Rural Development, to transfer ths sdministeation of

- carsain eonservation programs from the Farmers Home Administration to the

; Soil Conssrvation Service, to establish the Bural Development Administrs-

tion within tbe Departiicat of Agriculture. and Rural Development, to tranz-

¢ . . .fer thu administration of centain rural housing. programs frox the Farmers

Homs Administration. to the Rura! Davelopment Administration, to provids

thas the Farniers Home Adninistration shall be known as the Farm Admin-

istration, and for other purposes.

IN THE HOUSE OF REPRESENTATIVES o

: MascHE 5, 188¢ H\
* Mr. WATKISS intradiced the following bill; which was referred jolntly to the
Committees on Agriculiure and Banking, Finance and Urban Affairs

A BILL

| To ;)mvxée that the Department of Agriculture shall be known -

as the Department of Agriculture and Rursl Development, -
"to transfor the administration of certain conservation pro-
grams from the Farmers Home Administration to the Soil

Conservation Service, to establish the Rural Development
Administratinn within the Department of Agriculture and e
Rural Development, to transfer the administration of certain 5

mﬁhouﬁngpmzm:ﬁwthe&mnﬁomeml
tration ¢o the- Rural Deveiopment Administration, ¢o-pro-
vide that the Farmers Home Administestion shall be known e
as the Farm Adminhmﬁon;';gfi‘fcr"omar‘purpom. S e e




2
Be it enacted by the Senate and How of Repmenta-
lwes of zize Umted Sla!es af Amerwa in Congt\m assembied,

gamzauon Acz of 1984".
TITU& I-—BEORGANIZATION WITHIN
DEPARTMENT OF AGRICULTUBE
RENAMING OF DEPARTMENT OF Aenxcum'vsx
Sre. 101, (s) Title XEI of the Rewsed Statutes {7

of Agnculture each place it appears and msertmg in leu
theroof “Department of Agriculture and Rural Develop-
ment”. ,

(b) Seeuon 5312 of title 5, Umted States Code is
amended by s»nkmg out the item relating to the Secrets.ry of
Agriculture and msemng in lieu thereof the foﬁowmg new
item:

“Secretary of Agriculture and Rural Déveiap-
ment.”. '
ESTABLISHMENT OF RURAL DEVELOPMENT

ADMINISTEATION

Sgc. me wﬁmumymm&am

That this Act may be cited ss the “Rural Deveiepment Reor-

U S C. 2291 et seq. } xs smended by smkmg ovt “Depmment ” .

i
¥

i

B 1h
L]

- _.}_partment, of Agncu!ture and Rura! Deveit)pmsng, the Rurl =4

Daveiapment Administration, which shall be hesded by an
Administrator sppointed by the Secretary of Agriculture and
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A Rm'al Beveiopmem. bv ami thh the advzce and consent of .

the Senate

(b) Seetmn 5316 of ntie 5, Umted Stafe.. ()'ode. is

amended by striking out the item ne!a:mg to the Admmxm-
tor of the Farxners Home Adxmmstramn and msertmg in liu
thereof the foi!owmg new ztems

“Administrator, Farm Admnustrstmn

| uon Depamnent of Agneuimre and Bumi Devefop-

ment.
AMENDMENTS TO CONSOLIDATED FAEM AND RURAL

DEVELOPMENT ACT

Sec. 103. (2) Section 309(e) of the Consolidated Farrﬁ
and Rural Deveiopﬂ;zent Act (7 US.C. 1928(e)) is amendeé
by striking out “Farmers Home A&hx&ﬁscmti{cm " and insert-
ing in lieu thereof “Farm Administration and Rumi Develop-
ment Admmxstrstson”

{b) The first sentence oi section 381 of zhe Consolidated

Farm and Rural Development Act (7 US.C. 1981) is

s.memied—— N

fl)hys&%gom“m&epurpamoﬂhisuﬂe

section 348 of this subtitle, for purposes of this uﬁe,
md”,

“Admxmstrawr, Rurai Deveicpment Admxmstra-____w

_and an&msertmgmheuthmof‘?nmﬂmmth.

a ‘j:g
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.

@ by miking out “Farmers Home Administrs

. m" sad insertng in lieu thereof “Farm Admmxsm

- tion”,snd -

| (S}bymemngbefomthepenod“orwtheﬁurﬁ
Déveiopmant Admmnmrm or Soil Gonmvanon

Semce

‘(c)SeenonsslonheCmahdnoéFuman&Ruul

out “me Home Mmmumzum“ a.né mmting in heu B
thereof “Farm Adnnnim'aﬁon. Rural Development Adminis-
tration, and Soil Conservation Semce

(d) Section 881(d) of the Oonmli,dmd Farm and Rural
Development Act (7 U.5.C. 1981(d) it amended— "

(1) by mihng out “Farmers Home Administrs-

tion” and inserting in lieu thereof “Farm: Adminis-

tration”’,

(2) by striking out “under any of its programs”
and inserting in liew theveof *, the Rural Development
Administration, or the Soil Omm Semce under
any of t.hen- rupectms progn.ms, " m& o

ts;bymﬁ&gm A&uinuw”sn&mmﬁng .
in lieu thereof “'the M oithe mmy involve&."
{e) Section %I@ﬁhﬁmﬁmﬁm:n&m"

24 Development Act'(7 U.S.0. 1981(H) & i amended by striking
out “Farmers Home Administration” tnﬂ mm'tmg in Loy

11
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11
12
13
14

15

16
17
18
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5
thereof “by :he Rural Beveiopment Admmmnon or Soil
CommuonSmweundertbuuﬂeortheFm Admuus

‘teation”,

() Section 331(}) of the Comhd;ted Farm and Rural -

: Bevelopmenz Act (7 USC. 1981(‘:)) it mended by amkmg :
‘out “Farmers Home Admxmsmmn and inserting in leu
'mmof “Farm Administration” o

(g) Section 881A of the Consolidated Farm md Rural .
‘Deveiopment Act (7 U.SC. 198h} is amended by snihngw
out “Farmers Home Administeation” and inserting in lew

thereof “Farm Administration”,

(&) Section 335(s) of the Consolidated Farm sad Rural
Development Act (7 U.S.0. 1985(s)) is amended by striking
out “Farmers Home Adn:a\inisirstion” and msertmg in lieu
thereof “Farm Administuﬁoﬁ"’.

(i) Section 385(c) of the Consolidsted Fasm and Rural

Developmens Act (7 U.S.C. 1985(c)) is amended by inserting
“the provisior .f this title administered by the Rural Devel-
opment Administration or Soil Conservation Service or™

_ ) after “consistent with"".

_ @mnss&@otmeommmmm' s
: . ﬁaveiopment A“ 1 USC. 1985(&)) is mw by mﬁmg_ T
98 out “Farmers Home.&dmxmmﬁon"mdumrﬁngmmu

thereof “Farm Administration”’.
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6 .
() Section 338(s) of the Consolidated Farm and Ruzal
Deve?opment Act (7 US.C. 1988(:)) is axnendeé by striking

“out “Fsrmers Home Administration” and msemng in lieu -

thereof “Farm Admmssmmon. the Rural Development Ad-
ministration, or the Smi Conservsnon Semce ‘

(l) The ﬁrst sentence of sectmn 347 of the Consohdated
Farm and Burai Development Act (7 US.C 1995} is

amemied-—-

) by msemxig “or any pmgrs.m adminictered

under this title by the Rural Development Administra-
tion or Soil Conservation Service” before the period,
and ‘

(2) by striking out “Farmers Home Administra.
tion” and inserting in lieu thereo! “Farm Adminis-
tration”,

{m) The Consolidated Fzrm and Rurai Development Act
(7 US.C. 1921 et seq.) is amended by adding at the end
thereof the foiidwing new section:
“Sec. 849. (s) The Secretary shall carry out sections
303 (in the case of loans made for purposes speeiﬁeti in 'pm-
graphs { 1) and (8} of subsection {s)) and 3:2{&) (in the case of
!oans made for pu:poses spemﬁed in par&graphs {1). @), (3),'
{4) smi (10)} through &he Farm Admmxstmnon. N
“@) The Seevem-y shall cm'y out sections 504 (m the
case of loans made only for purposes of land and water devel-

4
Ly 7
. b"'“r"#'i
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7
. .opment use, and cohmgﬁcn}, 314 aud SIOA through the .
Soil Conservmon Semce. '
“to) Except as provxded m subsecuon (8) and subseeuon
(b), the Secretsrv shall carry. out the provxsxons of this Act

(other than section 306(3)(15)) through the Rursl Deveiep-
ment Admmnstrauon

»
Gtk GO b9

AMENDMENT TO RUBAL DEVELOPMENT ACT OF 1972

S50, 104. The Rural Development Act of 1972 (1
U-.'S.'C. 1006 et seq.) is éxhez;de& by addmg at the end ﬁﬁeféof
10 the following new section: | -

w W -~ o

| i1 “Sec. 608. f{mn DEVELOPMENT ADMINISTRA-
12 rion.—Title V and title VI of this Act shall be carried out
i‘% through the Rural Deireiopment_ Adminiszration.'"’.. |
14 EXPANSION OF RESOURCE CONSERVATION AND
15 DEVELOPMENT PROGRAM
16 SEc. 105. Section 1536 of the Agneulmre and Food
17 Act of 1881 (16 U.S.C. 3459) is amended by striking out
18 “two hundred and twenty-five’ and inserting in Lieu thereof
19 “‘four hundred ami fifty”.
. 20 comsma mmmm'rs A
. .31 SEC. 106. (aK1) Section 657 of tile 18, United States
L 22 Ccée, is men&ed__by_ msemng_ . Fs,:m Admxmtrat}q:},_?_r_ .
" 23 the Rural Development Administration” sfter “Farmers’ . =
24 Home Administration”. |

1
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8
| {2)Seenon6580fnzle 18, UmzedSmesCo&e is
amended by inserting *, Fsrm Admxmsmmm, or the Rural

Deveiopment A&xmmstmmn aftes “Farmers' Eome Admin-

xst:mum" ,
(3) Seetmn 1006 of ntle 18 Umteé Smu Code, is
smended by inserting “, Farm Admmutraﬁon. or the Rural

‘Develspment Administration” after “Farmers’ Hoime Admin-
__MOB" o

(4) Secuon 10!4 of mle 18 D'm:ed Smas Code is .

mende&by msertmg“ Farm Administration, orf.heRuui -
'Bevelopment Administration” sfter “Farmers’ Rome Admin-

istration”.

(&) Section 8(g) of the Soil Conservation and Domestis
Aliotment Act (16 U.S.C. 590k(g) is amended by striking
out “Farmers Home Admxmsmuon” and msertmg in Heu
thereef “Farm Administration™. ’

{c) Section 41(s) of the Bankhead-Jones Farm Tenant
Act (60 Stat 1084; Public Law 781) is amended by striking
out A&mmumwrohhc&mm HameA&mxmtnmn

and interting in lisn thereot “Administzator of the Farm M .

osl |o )
L

(@ Soction a) of tho Fodaral Finumk Bak Act. oz.f.:

zs'fs (!2 U.&G 2286(:}) is mﬁa& By strihng mt “M

. _1 5_ e o _ it D e e e e e - |
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(eXt) Seotion 601(g) of the Powerplant and Industrial °

I“uei Use Aet of 1978 (42 11 S C. 8401(3)) is menda& by

smkmgont 'anHmAdnnmsMnn tndm:ertmg'

in lieu theweof “Farm Administeation”.
(2) Secnon 746(3} of the l’owerphn: mﬁ Industml Fual
Use Act of 1978 (42 Us. C. 8456(&)) is amen&ed by striking

out “Famers Home Admmumno “and xnsertmg in Heu

themof “Fsrm Admmum”

(1) Sestion 628(c)2) of the Community Emomm D
velopment Act of IBSI (42 USC. 8812(0)(2}) is mme& by

striking out “Fammers Home Administration” and inserting
in leu thereof “Farm Administration and Rural Development
Administration”.
(2) Section 628 of the Commusity Beonomic Develop-
ment Act of 1981 (42 U.S.C. 9817) is amended—
(1) by smending the heading to read “DEPAzT-
MENT OF AGEICULTUEE AND RURAL DEVELOPMENT;
RuraL vasx,opkﬁm Anmpsmﬁok Pro-
GRAMS”, and
1] by strihng out “Farmers Home Administrs-

tion" m&mmung in fieu thereof" ‘Rtm{mve}opment | _‘

Admmxstwmn"

@Semmmofmmmcomremm“

tive Bank Act (12 U.8.C. 8015(d)) is aménded by striking out
“or Farmers Home Administration” and inserting in lieu

o '“‘ ”“:‘&ﬁ
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thereof “ Farm Administration, or Rura! stelopment Ad-
:mmstmuon
TITLE HmADmNISTRATION OF FEDERAL RURAL )

HOUSING AND COMMUNITY DEVELOPMENT

PROGRAMS -

| (mﬁxm TRANSFERS
Ssc 201 (a) There hereby are transierred to the Ad- o

mmxstmtor of the Rura& Development Administration all ,

functmns of the Admmxstmw, of the Farmeys Home Admm e

istration, and of the _Fsrmers Home Admxnxstgsuon, under—
(1) title V of the Housing Act of 1049 (42 U.S.C. -
1471 et seq.), except with respect to (A) loans made
under section 502 of such Act; (B) loans msurqd under
séctien 517(&) of such Act; snd (C) assistance pmvided
under seetion 521{&)(2) of such Act with respect to
such Ioans, and
@ seetmn 302(0)(2) of the Federai Nstmnal Mort-
gage Associstion Charter Act (12 U 8.C. I?l‘?(c){2))
(b) There hereby are transferred to the Administrator of

the Farm Administration all ftmcuons of the Admxmsmr of - coar
zhe Farmers Koma Aﬁmmmﬁm, m& of ﬁm F L
Home Admm:su‘atmn. with respeet to (1) ioans made umier -

section. 5&}2 m‘, the I{nusmg Aet u§ 1949 {42 BZS.G i§’32)s,
(2) loans insured under section” ﬁﬁ(s} ef sue& Aot; sn& 8)

17
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1 assxsnmce provided unier section 521(aK1) of such Act with

2 respect:osuchlo&ns -
- ' 3 'CONFORMING mmmm'rs TO TITLE V OF HOUSING ACT
o e 4 | _ OFig49
5 sec. 202 XY Section 501(s) of the Housmg Act of
. 6 1949 (42 US.C. 14?1(8)) is amended—
7 : (A) by strihng out “Secretaxy of Agnculture” ami ‘

8 msemng in lieu thereof “Searetary of Agncuiture snd

9 Rural Deveiopment" and | |
10

\ {B) by smkmg out * thmngh the Farmers Home ‘
11 Admmxstra:xon,”. o i
12 (2) Section 501 of the Housing Act of 1949 (42 U.S.C.

\

18 1471) is amended by adding at the end thereof the following
Y
14 now subsection:

15 “(h) The Secretary shall provide the financial assistance i BN
16 authorized in this title through— '
17 “(1) the Farm Administration, with respect to (A)

18 loans made under section 5_502; @) loans insured under

19 section 517(a); and {(C) assistance provided under sec- o
20 tion 521{&){1} mth mpeeuomch ims, and R :
2 “42) the Rurai Development Adtmmxtrman, wnh -
22 « -*‘emﬂt to Sﬂ -other - ﬁmnen* mﬁmce nmier tlmr-
B e s
T2 M) Secton 5060 of the Housing Act o’f i'ééé’-&él o

* 25 US.C. 14760 is amended by stiking cut “Farmers Hofue
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Admmxsu'anon” and mertmg in lieu thereof “Rural Devel-

opment Admmmtmn" -

(2) Section 506(d) of the Housmg Act of 1949 (42

U.s.C. 14'26(6)) is smended by striking out “Farmers Home
Adxmmsmno mé msertmg in leu thereof “Rural Devel-
opment Administration”. . \ ‘

(3) Section 506(e) Of the Housmg Act of 1949 (42‘

_U,SC 1476(e)):ssmende&\bym§hngom “of Agriculture”.
(c) Section 508(s) of the Housing Act of 1949 (42_

U.S.C. 1478s) is mended by inserting “and’ Rm‘ﬂ Devel-
opment” after “Agrwulwre"

(@) Section 510() oi t.he Housmg Act of 1949 (42'
US. C. 1480e)) is smended by strihng out “Farmers Home
Administration’s” and inserting in lieu thereof “Farm Ad-
ministration’s”.

(e) Seenun 514(bX3) of the Housmg Act of 1948 (42
U.8.0. 1484(X8) is smended by mihng out “Farmers
Home Administration” and inserting in Leu thersof “Riiral
Development Admmutrsmm"

@Secmﬁl?(i)ofﬁ:eﬁounngmzofmﬁ(é%ﬂs{}

o :i'.;;?f‘ 148?&}} is mende& hy ﬂﬁhﬂt out ‘Fm Hmne Adin- ‘
23 Administration®. '
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Cmthxssocﬁonrefemawuﬁm Sem'ettry’)
&)S&m528(b)ofﬁeﬂoumgm°§1m«2
USC. I490Mb))umﬁedbys&ihngcnt “Farmers Home

opment Admm&mtmn"’

W..mw -3 B e o o .M»vfn

USG 1490m(o)(1)) is amended by striking out “Farmers
10 R’omeAﬁmmumm”:%émmmhsnthemf “Rural
11 Development Admmnmnon

12 () Section 585 of the Housing Act of 1949 (42 U.S.C.

18 14900) is amended by inserting “and Rural Deve!opmén:"
14 safter “Agrioulture”, |
15 ADDITIONAL comm AMENDMENTS
16 SEc. 208. (s) Section S02(cX2) of the Fedara! National
17 Mortgage Association Charter Act (12 U.8.C. 1717(cX2)) is

18 amended by striking out “Farmers Home Admmututwn of |
the Departmans of Agriculture” sad mmﬁng in lieu theref
“Rursl. Deveiopmmz -Administration -of- me Depmmen& of - i

‘ Agnmmmmm

Administration” and inserting in Hieu thereof ‘ijd Devel-

(i)Sectum 583(0)(1)0ftheﬁoutmgActeof 3949 (42

~22 . . () Section 7a)-of the- FMM Baiik Aot of
28 1973 (12 US.0. ﬁﬁwﬁhumda&mmmmﬂt&},uv'lm
| wwmmmmummwm” a

wseenmszsmomenmmmm @
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1
follewzng' “, or by the Rural Development Administration
under mie V of the Keusmg Act of 1948",
OTTLE III-—ADKIN!S‘I’RATIVE PRQVISIONS
nnmm«mess

SEc. 301 (e) Any reference in any lew, regeiataon, or
order in effeot nnmedme!y before the effective date of this

Act to the Depastment of Agriculture shall be dsemed tobea

referenee to the Department oi Agmm!mre s.mi Burel

| i)evelepmen:.

(b) Any reference in any law, regu!atxen, or onier in’

effect immediately before the effective dne of this Act to the

Secretr.y of Agrioulture, or any other officer or employed of
the Department ef Agnculture, shall be deemed to be a refer-
ence to the Seoretary of Agneuimre end B.uml Develepment,

or an officer or employee of the Department of Agriculture

and Rurs! Development, as the case xnay be.

¢} Any reference in sny Isw. reguleuon, or order in

effect immediately before the effective dete of this Act to the
Farmers Home Admmxstratmn or Farmers’ Home Adminis-

20_trstion or to the Adminigtrator of the Farmers Home Admin-
istration or efthe Farmer's HcmeAﬁminumrekﬁnzw
'22_any function, power, or duty which is, an or after such effes- -

tive date, & fenenen, power, or duty nf the Rur:} Bevelepe

% ment Administration or the mkﬁmrofmem Pe-

5 velopment Administration, shall be ﬁeemed to be a referenee

el

0

.‘
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mtheBursIDeveiopmen:AdmanOrmtheAémm SR

tmor of the Rm‘d Daveiepment Aﬁmmumtxon, a8 :he case

‘maybe.

(@ Any reference i in any lsw, reguhuun, or order in
eﬁmmeduwlywmtheeﬁ&nmdmﬂthwwwme
Fsrmers Home Adm:msmuon or Farmers’ Home Adminis.
tmuonorwtheAdmuuMos aftheanersKomeAdmn‘

zstm:on or oft.he Fb.rmen Rome Admmxstuuon mhnn.g m_ e

sny funenon, power, or duty which i is, on or alter such effec-
tive date, a funotion, power, or duty of the Soil Comervstion- .

‘Service or the head of the Soil Conservation Service shall be

deemed to be & reference to the Soil Conservation Service or
to the head of the Soil Conservation Service, as the case may
be. |

(e) Except as provided in snhsenziop (c) and subsection
(@), any reference in any law, mgukmm, or order in effect
immediately before the effective date of this Act to the Farm-
~ers Home Administration or Farmers’ Home Admmxsmuon
ar to the Adm:mstmwr of the Farmers Home Administration
mofthaFarmersHomeAdmmﬂuonrehnngwmyﬁmc--
tion, power, erdutywhia&is onorﬂerumheﬁ’ecuvam |

& ﬁmetmn, wer, or. duty of the Farm Admxmsmcm orthe .

Admm@amuﬂham&&mmw&wwmm&um&w -
be a reference to the Fasm Administration or the Adiuinistra-
mroftheFmAdmxmmmn, ssthememybe.
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~ INCIDENTAL TRANSFEES

S, 302 mms:mwycfmuimemdm
Beve{opmem shall make such demmintﬁom an& M
m:fermchpmonnd&omthcﬂﬁoeofkmdmwlopmt
PohcyandtheFmAdmmtuuon.umybemmryor
appmpmtethhreguﬁw!hefummmsfem&byﬁm
ActmcheRurdDevelopmcntAdmmmmdtheSoa
mmmmmmmm

addmonﬁmeidmﬁddnponhomdpmomel,mu,hsbﬁ
ities, contracts, property, records, m&unexpenﬁadwmm |

of sppropriations, suthorizations, dlocsﬁons, and other funds

held, used, smmgfmm, avdhb!e,ermbe mads available in -

eonnecnonmththefunemnnrmfem&bythhm“m
Secmhr}'mtydeemnmmytommpmhthspmof
this Act.

(b) The Admmmr&wr of the Farm Administration and
the Secretary ongriwlm sod Rural Bevelopmm shall
akewhueverschsmmmmtheeﬁacuvemd
efficient transfer of suthority as provided for in this Aot and

20 the amendments mads by this Act.

Auunmmn«mm -
Sgo. 808. XD No- sult, sotion, or other pmoaedin;

" 15 ot et h et i of i ey o

- any officer of the rmxmamm in ﬁco&-

L2

s




wmdmmwmmmamml
. onnymmmmmadebythum .
) | (2)Nomofmﬁonsﬁ:ingbefmthuﬁwﬁvedmd
- this Act by or against the Farmers Home Administration

MMbymof&nAcﬁwmymdmntmby
this Aot _ : :
M X, bdorezheeffeenvedueofthnAct,thequ
Home Admmumﬁon, or any officer of the Farmers Home_,_ o
Adm:numnonintheoﬁmﬁupmtyofmhoﬁm is's
pmyzoumt,mn,omtharpmm&ngm&ifbymnof
this Act or any amendment msde by this Act the funetion
mvolved.orsnehoﬁeerme&,msuehmt.mﬁan,orpro-
ceeding is m:ferrodtotheFumAdmmmmm,mRurd
DawlopmentAdmmMon,ortheSoﬁGonummn Serv-
ice, tbenwehthheoMuedm:heSwm&ryof
Agmulnmandnurdnwehpmmwe&enppmpmﬁ-
cer of the Department substitutad or added as s pasty.
{c) The rights, interests, obligations, sad duties of the
19 Farmers Home Administration a.rising before the effective
20 declthisActouofany— . .
mmm insmo&,ormm&.nr D
28 by&emmmkdmﬁlmm&emmo&m -
TTITTT 24 funotions ate hereby vested in the Farm A&mmumﬁm SR
e -i}__-_ 2 (mpzmmmwmmyﬁmmmmwmm Rt
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trauon or the Soxi Gonsermmn Ssmce). in the Run& Devei-

exemmedaitertheeﬁecmdateofmmtxy&am
Bevelopment Admmmnhon), m& in the Soxi Gomemtxon

effeetwe date of this Act by the Soﬁ Conservsuon Semce)

Emcmvn DATR

Act shall take effect on October 1, 1984,

effecnve date of this Act by the Rural Deveiopment Adminis-

opment Administration (thh respect to any funeuon to be'.. :
Service (with respect to aqy funcnon to be exercusd sfter the

Sz, 304 Th“ Act and the amenchn- ents made by  this

.
»e
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. Mr. JONES of Tennessee. This morning, our first witness is the

" ‘chati of the m%x;ixssicnai rural caucus, 8 Member of Congress

from the State of Okiahoma, a very dedicated friend of agricuiture,

8 man who has devoted a ot of time-to agricuiture since he has

been in the Congress and before coming to Washington, and I'm

. indeed glad to be able to serve with him on the congressional rural
N caucus in the work that we dothere. =~ oo o o

The Honorable Wes Watkins is at the witness table along with

Mr. Frank Tsutras, who runs the congressional rural caucus under

.77 Mr. Watkins' supervision, and, Wes, we are delighted you are here.

" " You may begin and take what time is necessary.

STATEMENT OF HON. WES WATKINS, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF OKLAHOMA, AND CHAIRMAN,
CONGRESSIONAL RURAL CAUCUS, ACCOMPANIED BY FRANK
GUS TSUTRAS, DIRECTOR, CONGRESSIONAL RURAL CAUCUS

Mr. WaTkins. Thank you, Mr. Chairman, and I first and fore-

t’gg“ want to say thanks to you and also members-of the commit-~ -

I've looked forward to this icular hearing, and I will try to
make comments concerning the tweo i hases that you called this
hearing for today—one, the Office of Rural Development strategy

- report, and also the hearings on H.R. 5024, the bill that I've intro-
duced, the Rural Development Reorganization Act of 1984,

Mr. Chairman, I would like to, first, from a very positive stand-
point, indica.e that I think that the strategy report this year had
more substance in it than it has in the past, but I would like to

o - also emphasize that it basically is still a policy report.
' . It does not have as much of the substance I think that even the
Office of Rural Development Policy would like to have, and espe-
- cially also some of the people down at the USDA, that we would all
like to have for rural America, but I think they have pointed out
-some significant roles that we need to have active participation in
and, without question from my standpoint, some needed and essen-
tial dollars in order to try to implement in the future. -
~They are taking a few directions and demonstrations across
America in order to try to initiate some new thrusts. I think those
— are going to be most important if we are going to revitalize much
‘ of the areas across rural America. ‘
... .Speakin I’d. &on.the\strategy report, for the first time, Mr. Chair-
. .man, I'd.

. Have @ report that shows-the tremendous tie between agriculture

-..and the ryral communities of rural America: In fact the fitle of the

ie r:;;it’s&gnt?ﬁe& “Rural Communities and the American Farm:
A Partnership for Progress.” :

-that partnership than ever before, when you reslize that
....of our farm income comes from something other than farming.
T "We must have and strengthen our rural communities with the
- - proper infrastructure and also the proper industrial and business
~--—-  development across America, but for the first time this stra
e grﬁgiars hasmreeagniaed that, and I think has emphasized that, in
T repo

26

e to point out to the committee, in black and white, we

today that there is probably more need for
bably more need for

TR N BT
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ani‘;d hkem:}ﬁnkthatthmwoultgeheamsimwf?r&u:t?mm
move out as a Congress on particular ve
duced, which has received the endorsement of a naumber of peo

outside in the agriculture community and in the rural development

commiuinities mAmerm,ahaenmherofmmuemee
Congress who have also endorsed this bill. .
H.R.Mhappenswbeenhﬂei“nuralnevelopmentneorgam
zation Act of 1984.”
R hkewexplmnthmbiﬂbﬁeﬂywm%
—...and members of the committee, beca did not make theeedecx-
- sions overnight about making some administrative changes in the
Department of Agriculture.
Imightpomtoutthat.pnertoeomingtoﬁonsxm,!amauyim-
lemented a great deal of rural development under
armers Home Izke single-family housing, also the rehsb pro-

grem
For over 12 years I was in the arena attempting to initiate pro-

within the Farmers Home Administration and the ﬂeparb- |
1 decided, after .

grams
mentof mre.lcamehe@e,andaﬁers

sndwatchingfmmthiﬂevelinmthat
Mweneeéyedtomake

changes. -
I didn’t think we had tomakethuechansesfmmalegm!ehve
standpoint or probably from the appropriating standpoint as much
as making the changes

down at the Depamnentfgncultm'e.in_.

oxﬁertostneamlineaiotofthe rogramsthathevebeenadded
piecemeal, so to overan
With that, tha swhat!’mattemgtmgwdemthux.&% ad-

ministrative changes and reorganizmg admxnish’atwe thrust .

that I think is very much needed.
rd like to mention that we have, as I mennoned earlier; a
nmhernfmuputbathawalmdyendmndthempt,and!’d
hketomenﬁonthuetoyou—theyminsie&erthat!havesent
_ to you—tie American P Association, the National Farmers
Union, the National T C

o -Coalition, the Nationc' Shorﬂine Rnﬂrod‘Aueeieﬁon. the'l‘c:ss
. Council of State Gommunity Affairs Agencies, the National Rural
- Water Association, the can Agriculture Movement, the Na-
tional Milk Producers Fedenuon, ‘the - Nat.mnal Asgociation of

Towns and Townships, the Southeast Georgia Area Planning and

- -Bevelom(‘:ommnm the National Grme, and aho the Na-

I’t! be the first one to point-out that they -do-not agree with

ut op- ¢ that is in the: ;

-”themwiliteﬁ outhatv?:rmw uee&temmamn
_,_i:avea more. and operational agi

i ;;Sent
o1 WOS h i’d ha\fe a chalkhoatd. but thhout a chslkhemi rd
- Hke-to i j¢ and

--Jooked at one area in the

ﬁmryongmnimmforSmaﬁﬂiﬁsané

2’7

colleagues, the chairman

rt of the. Depamnent of Agricultum a8 wen n tl&e ruralievelop-

t of Agricul |
t mreandﬂuraibevelo ment-»thelfndeuee-
Department of Agricul P oy
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Within that function we have the Federal crop insurance. We do
- not mess with the Crop Insurance Program. Now, there's a iot of
problems there, and I think we all would admit to that in Congress;
. .that will probably have to be addressed one of these days. -~
- ‘Also under that particular Under Secretary, you have the Rural
o Electric Administration. The Rural Electric Administration—we do
g - not change anything within the Rural Electric Administration. We

- leave Federal Crop, we leave the Rural Electric Administration,
just as they are. : ~ '
‘e We go over to Farmers Home Administration, and the Farmers

Home Administration basically, as you know and I know, have
todaylthe functions of agriculture loans as well as rural develop-
ment loans. - -

One of the biggest criticisms that you and I get across our dis-

tricts happens to be the lack of maybe time, maybe the lack of pro-
fessionalism, the problems within the Farmers Home Administra-
tion. .

What I'm atteg?;ngw do there is change the Farmers Home
Administration to basically a farm administration, like the intent

'was many years ago when it was set up. ‘

Some of you—I know Mr. English and others realize, studying
back there, we realize it started out just as a function of agricul-
ture, but we've added, because we didn't have any other area or
agency, a lot of the rural development functions in order to be car-
ried out in the rural communities across America.

But I have shifted the rural development activities and left the
Farmers Home Administration a farm administration for ail the
agriculture loans. I've shifted the rural development activities over
in formulating s rural development administration, the first time
we've had an office that will have a thrust and single responsibility

- for rural development, taking the Office of Rural Development

Policy, taking the technical assistance and the using the technical

assistance activities under the Rural Development Administration,

the new office we woula set up; also take the associgted measures
and RC&D measures and brim% those over, those of the community
development activities of RC&D's.

Al right. By having the technical assistance from the Office of

Rural Development Policies. the associated measures from the

RC&D's and the rural development activities from Farm Home, we

have synchronized the responsibility and streamlined the responsi-
= - 'bility for rural develcpment. '

—-- i What 'makes that important, that's the first time we've had an
- office with that single thrust or responsibility for rural develop-
... ment. We don't have to {ry to serve our farmers and ranchers from
f‘harm Home and Rurai Development both. We streamiine both of

 RC&D Program ugpder the Soil Conservation Service, just as it is
“today, but we basically take the associated measures and put it
~_over.under the Rural Development Administration.
- .But we have also taken from Farmers Home the water. and. soil
..conservation leans and shifted it over to Soil Conservation, which
gives a better streamline of that function, and also the RC&D

~ _“‘Now over under the Soil Conservation Service, we leave the
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loans, taken those, and shifted over—under Soil Conservation,
where they have the responsibility of RC&D's. - -

" Now, Mr. Chairman and members of the committee, we are not
_ adding a number of new people; we are just mmgwxﬂnn that ad-
' ministeative function to shift the appropriate individuals over-to
. carry»oat;thesamefuncﬁonsthey,mwryingeutmw,soweare -
. not changing any type of increased. personnel or increased pro-. e
. we are just streamlining thatares.” -~ - . Y SR
Now I would like to point out the other aspects of that. We are -
..~ - broadening RC&D. We are undergirthing, if you please, RC&D to o
" .._have a direct input under the Rural Development Administration '

 office. . o : . .
By having a direct input, we will have a grassroots organization
out there, the RC&D's, across America, that will not only carry out
the functions they are today, but they will have a direct input, be-
cause many of them are frustrated out there in America in the
RC&D's because they do not have basically, for one, the dollars to
function with very much, but also an input—as much input info
some of the rural community activities as they’d like, .. . . -
" So we have streamlined that; we have given a stronger function
for the RC&D’s. | . - s
“I'know in my area of the State, including our soil conservation
commissioner there, Leonard Solomon, and others have endorsed
this function and this type of approach, because they see that ‘this
will give the RC&D’s a strengthe ed role in rural America in car-
rying cut those functions. . - ’ :
-So.,.gr. g}i}:}axrman. that basically is the underlying face of this
particular bill. = - ‘

¥ There's one other additional thing that I've added, is I'd like to
indicate that I feel strongly about, and think many of the people
across Americs in rural areas feel strongly about. Right now we
have the Department of Housing and Urban Development which
basically functions as a role for ourk-cits‘emulsins. o

'{-advocate in the bill changing the Department of Agriculture to
Agriculture—keeping it up front—Agriculture and Rural Develop-

_ ment, so the small cities and rural communities out there will have
the. opportunity to be recognized on the same level as their city
cousins, being able to be on the front burner along with their city

" cousins across America. So it would be an ARD. Instead of just
~ ha;ring a E‘{UD, we'd have an Agency for Agricuiture and Rural De-
taking fhe officss—the couity offices of far bomne would remain.
" right like they are on the county ievel in ng out the functions e
= of agticulture, just as they are, and-as my bi - says, also administer

e istrict aifices wauld became the rural development adminis

trative offices in carrying out the business industrisl Ioans, the =
--community facilities loans, the water and sewer loans, and all that

" on @ district level. o =
" Wogt of the district offices are set up on a five-, Six-, seven-county.

" aren, and most of those large programs, you don’t have enough of - -
them on a percounty level for the county men to become expert in - -
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them, but the district man can function as experts and be able to
- carry those out in-several counties. SRR " L
'S0, Mir. Chairman, that's kind of a summary of H.R. 5024 and the
‘functions of it, and I am open for any particular questions, com-

' ments, or anything that you or the other members might have.
wiiﬁ:gness to take testimony on this today,

I appreciate your

‘. and I think you will hear from a number of other people also.
T -'{The prepared statement of Mr. Watkins appears at the conclu-
- sion of the hearing.] . '

Mr. Jongs of Tennessee. Thank you very much, Wes, for a good
- 7. . statement, and we do appreciate the fact that you have taken the

‘ time. o '

~ Rather than question you, we would like to ask permission to
confer with you following this meeting for any answers {0 any
questions that we might have. :

Mr. Warkins. OK. A -

Mr. Jones of Tennessee. Because it is easier to do here in Wash-
ington with a Member of Congress, f our po
here as we meet with Members of Congress and they are heard.

-~ We would like to invite you to join the subcommittee, if you
would like to, and hear all the witnesses, and if you would care to
join us here as the other subcommittee members sit. ..

Mr. WaTkins. I appreciate that, Mr. Chairman. I want to thank
you and all the members for this opportunity.

Mr. Jongs of Tennessee. Thank you very much. ‘

Now for the first panel that is to be heard today, and as I call

your names, will you come to the witness table to be heard.
Mr. Robert 1. Mullins and Mr. Paul Sacis, National Farmers
Union; Ms. Mury Kay Thatcher, American Farm Bureau Federa-
tion; Mr. James C. Miller, the National Grange; and Mr. David
Senter of the American Agriculture Movement.

That's just a message that we have a vote on the floor of the
House, and I think before we beﬁin hearing you that we will recess
the subcommittee to go vote, and return as quickly as possible, and
then whoever goes first, you can make up your minds about that
while we are gone.

Thank you.

{Recess taken.] '

Mr. JonEes of Tennessee. Please take your seats. We will proceed
in just a moment, .

""" "Before we hear the first witness of the panel, I want to recognize

T aformer member of the committee and a good friend of ours, now

o - With USDA, the Assistant Secretary for Congressional Affairs, the
- Honorable Wilbur Ben Mizell. ‘

always good toseeyou. - - |
- This panel, as the im shows, consists of four farm groups,
~ and my program shows that Mr. Mullins is first, and he isn’t there,
g0 Mr. Sacia, are you first?
. Mr. Sacia. Yes. -
- Mr. JoONEs of Tennessee. OK.

d that’s sort of our policy

~Ben, we are glad you are here. Thank you for coming, it is\

-l
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'STATEMENT OF PAUL R. SACIA, ASSISTANT DIRECTOR,
LEGISLATIVE SERVICES, NATIONAL FARMERS UNION

Mr. Sacia. Thank you, Mr. Chairm'n. . o
_..In March of this year at the National Farmers Union convention
in New Orleans, our delegates made clear what they believe should
be the responsibilities of a reorganized farm loan agency. _
-The national delegates stated as policy. that this agency should
Sirst be restricted to the assistance of family-sized farm units as a
lender of last resort; provide supervised loan programs for the re-
capitalization of family farms; have authority to provide long-term
. . real estate loans, with adjusted interest rates. and. flexible repay-
‘ment schedules in accordance with the producer’s annual net farm
income and crop production to assist undercapitalized and begin-
ning farmers; have authority for production loans at adjusted rates
and flexible repayment schedules; be authorized to develop innova-
tive programs of finance and assistance for land transfer between
generations and the establishment of new farm units, including
programs such as the Saskatchewan Land Bank; also to work close-

ly with State programs designed for beginning and undercapita-
‘lized family farmers, and be sble to supplement and guarantee

such State programs; and, last, become the primary agency within
USDA for researching and developing programs and policies
toward the goal of providing security for the family farm system of
agriculture.

To a large degree, Mr. Chairman, H.R. 5024 addresses the con-
cerns expressed by our members in New Orleans. Our only sub-
stantive problem with the bill lies in the changing of the name of
the Department of Agriculture. ‘

While we would not oppose this legislation if that proposal re-
mained intact, we believe that trying to develop a name that is rep-

 resentative of the department’s wide range of responsibilities would
simply be an exercise in semantics and could impede the progress
of this bill as it moves through Con

We would like to point out ¢, while this reorganization
scherse does not warrant an increase in staffing, we dou’t believe
that we should lose sight of the fact that Farmers Home Adminis-
tration right now is terribly understaffed, and that's of great con-
cern to us. :

Also, H.R. 5024 provides an institutjonal, structural change that

. will better deliver services to rural Jmerica, but we believe that

v " 'the core problem is not one of structure. In fact, it's not even one

“I of communication- difficuities between. Farmers Home-Administra-

. tion offices, like we so often hear from Farmers Home offices. Nor
.-...i8.it- external circumstances, such as westher or crop prices.

" These problems do exist, but we"believe Congress hss given

- {Hgge sorts of developments. . : ~ .
" "The real problem, we believe, is unflattering bias demonstrated
" “hy-this Department of Agriculture, the view that many of these
... farmers are not worthy of saving because they are poor managers.
- - Therefore, why not ignore the intent of Congress and the courts in
Ll jtg administration of the Bconomic Emergency Loan Program, the

ation the authority to respond in kind to ~
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Disaster Loan Program, Limited Resource Loan Program, and fore-
closure policies? ' '
In fact, why not introduce a loan application form such as the .
~ coordinated financial statement, which could cost the farmer up to
$500 to £ill out and which, in fact, acts as, one, a major deterrent to
a farmer in applyins for a Farmers Home Administration loan;
Ys

-‘ . - and, more importantly, represents a. condescending statement by
' - our Government that if a farmer was only using better bookkeep-
. m}gf gngﬁxods, he wouldn't be in the predicament that he finds him-
e self in? - A L
- *.. . . Mr. Chairman, these are some of the things that our farmers are
facing right now. ' : '

We commend Congressman Watkins for a very constructive piece
of legislation, and especially want to thank the chairman of this
subcommittee and all its members for all the hard work that you
have put into this effort, andbevigilantasfarastryingtoease .
some of the pain that a Iot of our farmers are now experiencing.
you very much. - o : L -
-ff;l‘hhehpmpare& ‘statement of Mr, Sacia appears at the conclusion '
- of the A ~
Mr. JonEs of Tennessee. ’I‘hang‘gcu very much, Mr. Sacia, for
our statement, and we will withhold our questioning until we :
ve heard the entire panel. : .-
_-Ms. Thatcher of the American Farm Bureau Federation, we are
delighted that you are here, and you may proceed.

STATEMENT OF MARY KAY THATCHER, ASSISTANT DIRECTOR,
NATIONAL AFFAIRS DIVISION, AMERICAN FARM BUREAU FED-
ERATION

Ms. THATCHER. Mr. Chairman, we appreciate the opportunity to
present testimony this morning.
The Farmers Home Administration was originally created for
~one purpose—to make loans to Depression-stricken farm families.
- Todsy, although FmHA still aids family farmers, its resources are
not concentrated on giding those faxmf y farmers because its pro-
grams have become so highly diversified. . ,
which require not only funds but time and effort of
personnel include home ownership loans, rental housing
loans, mutual self-help housing loans, congregate housing loans,
water and waste disposal loans, energy impact assistance grants,
oo - =—community facility funding, business and industry program fund-
.-~ ing, watershed and flood prevention loans, and resource conservas- s
o ton and developmentloans, . - ... . o
- ~~‘These programs all draw on the time that FmHA personne} at
- the-national, State, and especiaily local levels have o spend on the o
gﬂ%ﬂ& year ~£I§683.-a§gﬂ-m’s Rurat Housingg:x;uranee Fund,
-.Spent. mainly on: the various housing programs,. a reimburse- - -
ment for losses excoéding $1.1 biltion. The Rural Development In-

-~ surance Fund, spent onalcohol production, community facility, and
%ed a reimbursement for losses ex-

: ... water and waste di loans,
- geoding $358 e Jisposal




At the same time, the Agricultural Credit Insurance Fund, which

funds farm owners x and operating loans, which should be-the

backbone of all funding, had & reimbursement for losses of

only $682 million. This includes funding for soil and water loans, -
Indian land acquisition Joans, recreation loans, and others.© -~~~

~ Our point is simple: Farmers could be aided much more if FmHA
. did not have to spendso much time and money nnall the nonfarm

‘-pl‘ﬂmllﬂs'p!@lﬂﬂuy Hdﬂiﬂi‘t&f Bdbym e

" A discussion one of our State Farm Bureau presidents had with

. his-county. FmHA personnel provides. a specific example. He com-
 plained of the long periods of time farmers had to wait before hear-
ing from FmHA about their loan applications. -

The farmergsmte& out that foreing a farmer to wait until mid-
April to see if hi operating loan would be approved was too late in
the year. He was told that one of t.hewggest time constraints was
?hefactthatatleast2dayseach were spent on housing

»>- We must not let this continue. The answer to aiding more farm-

personnel. -

ers is not simply more money; it is better and.faster servxcmg by

Farm bureau is pleased to sﬁpport"the concept of r

support. L
frst of all, we do not support his idea of renaming the Depart-
ment of Agriculture; and, second, we feel a name similar to the
Farm Finance Administration would more accurately identi the
responsibilities of what Congressman Watkins has named the Farm
Administration. | o L
‘Mr. Chairman, farm bureau feels that by reorganizing the Farm-
ers-Home Administration, local personnel will have much more
‘ tgi'gg-to review farm loan applicants and to service thoee loans once
e. . L
~ ‘We appreciate the opportunity to testify this morning. = =
'-;-{’Phoi_ é i sts}itement of Ms. er appears at the conclu-
. My Jonzs of Tennessee. Thank you very much for your state-
gent;_ ::d we will withhold any questions until we have heard all
. e withesses. -

o Mr. James C. Miller of the Naﬁone.f Grange.
> .. STATEMENT OF JAMES C, MILLER, ASSISTANT LEGISLATIVE
Cwwiifo... . DIRECTOR,NATIONAL GRANGE. .
e 53 » myself with the remarks made earlier. in

.-I'd Tike to associate.m

“tiom in drawing attention to this problem, and we support the bill
m&e has introduced, with very minor exceptions. - :

Watkins' proposal. We do, however, have two exceptions to that

" particular, 1 think there is one undenjable conclusion, and that's
e fact ihat the Farmers Home —olalteation is an agency -
. yesrs, yet the administrative structure of the agency has not kept.

early, Congressman Watkins has made a significant contribu-

.
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Ithmk without & doubt, uparatiug the farm-miated mgrame
fromtherumldevelo ment-related programs will result in a much
more streamlined effective dehve:ymechanimforauofthe

“programs in question.

mwmmmamw v remarks

: : mmctedmplymwhatmggumnwammmthe
X . Farm Administration--we think t it will result in better loan
—better loan service, snd, mcltim rtantly-most im-
rtanﬂy—-to the fundamenta! objective.of Farmers Home, and
getting people into farming and. getting them graduated to

 ‘- ‘ M'm;conventaonai SO0urces .as.soon as mﬁi We think that it will . . o

result in better loan supervision. .
We hear a Iot of talk abg;xt famers‘ﬁé out of business because
are poor managers. It could w their management
abi nesarenot,t}mymaynotevenbesuhatandard,maybethey
simply need to be refined, honed to a certain degree, or' perhaps
help given where their strengths are; and I'think better loan super-
vision and a Farm Administration with the ability to concentrate
| gin producted related progmms wculd make 8 szgmﬁeant contribu-
- tion, -
It’s not going to solve ali the probiems mth Farmezs Home Ad-

ministration. I think that we would make the recommendation
that, in anticipation of this bill becoming law, that some effective

means of transition to the Farm Administration and the Rural De-
velopment Administration be provxded so that hasty stafﬁng deci-
o anythine has beco ¢ in the last f th
an me ap in the ew years, given the
economic condition of agncufaturx? it is that there is a heavy back-
load of work in these county Farmers Home offices.
There is an anticipated workload that probably will not diminish

, in the near future, so decisions cannct be made on the
basis of what these county offices are already onzgeWeneeém'
. make staffing and fun de onsbasedonwha y need to do
o -an&whattheyneedmda

TheG a!wdeesmcm the name of

L basicany because of the pccsibxhty t it could detract fmm
L the fundamen tal changes embodied in the bill, and the
3 name of the Department still would not reﬁect the true, l-encom-
- pasging nature of the existing U .
The Gr&¥ e would also “that this.commxttpe, .and Con-
"Wa _ )

thmk that if the Farmers' Home committees
there would be & fundamental and more

--the ability to suspend the di that the Farmers Home Admin-
- ‘charges them to do:

“tbemk you very much. We appreciate the opportunity to support

o thatcoungymmmxmbeelectedmﬂarm

—wemelecwd by --people.-who they are chargeé wz;h aerving
““that ' their interests are represented, and perhapes there wouf& be.
= xstrahan is mfa&out;};emtoaemthepeopiethat thelmshtaon o
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{The prepared statement of Mr. Miller appears at the conclusion -
'Mr. Jonzs of Tennessee. Thank you very much, Mr. Miller, and |
~we will, as I have announced :aiready, withhold asking you any

The next and final witness is Mr. David Senter of the American -

S o S

' STATEMENT OF DAVID SENTER, NATIONAL DIRECTOR, |
N - . AMERICAN AGRICULTURE MOVEMENT, INC. T

Mr. SenTzR. Thank you, Mr. Chairman. - S o ®
I appreciate the opportunity to appesr before the subcommittee
for the American Agriculture Movement in support of H.R. 5024.
B aas prioe. Tov production, Migher grices for
Fel . Even with lower prices P on, r prices for
inputs, :ox:i& eonﬁnuedmhighwcogl:t t{‘or tx}x:gn}:gt t}:at we mgm borrow,
many producers were able v W years ap *
~ ciated value of land.. Now that has stoppe ---an&_eve"nvm\'rmeg?;x
areas, and land values are being lowered by all of the differ-
ent lending agencies. Foreclosures, for sales, depressed prices, and
higher costs all continue, = . . e e
. You know, Mr. Chairman, I feel like I have to give an example of
one of the situations that I came across in Kansas last week at one
of the meetings, which I feel like is a failure of Farmers Home Ad-
ministration to be responsive to the producers.
; . The 70-year-old farmer that was involved in a farming oper-
o _ation—he and his sister. He had produced 50 crops, and he received
- g letter from Farmers Home Administration that he was inefficient
and that they were foreclosing on him and taking his farm and his
home. And all he has ever done in his life is farm, 50 years. And a
P e o e iation gous a long way foward & bettr
- ‘my opinion, . 8 long way toward &
'}delive&aof the programs to &mtgg‘ ‘s intended to serve. Any-
‘thing that will improve this delivery will benefit the farmers. Aﬁ
thing that helpe the towns in rursl America that we trade and
" Ever since the American Agriculture Movement motored into
: Washington, there hasn’t been much doubt about the positions we R
.. have taken on agriculture issues. S
. Hsapl at the table with other farm organiza- =
~ tjons alt for-a common goal mmdwhukfommﬁtownrking
chance of winning. ... - -
_policy of trying to help
arged with the:

... Out in rural America, we talk sbout the fox being in the hen-
" house, and I think this is a classic example that T just talked about
- -afew minutes ago, and I like the quote that Ward Sinclair had in
- —~'the Post if & recent article when he said; “Maybe no Government .-
~--grogram should be administered by & nonbeliever.” S e




S - 81
Wefeellikewehavealotofnonhdievmadmmﬁering

Fmsthatmmsandthsemm paxﬁcxsg-.

y when you hsvetogointoeourttofometheSwﬁaryongncul-

mretoimplementpregmmthatwmpa-edandm&edbyﬂon;

' Wefeeihkeenactmentofﬁﬁ&%taksasﬁeptmu&nging'
_ mwemmmm“mmmwmm&ﬁn

with a Farm Administration devoted exclusively to our
for the first time, the Rural Development Admi

A ththeprogramsforciﬁuandtemmmuim
~We believe very m%that communitieg are in partner-
gathh producers. We feel like, with your &,othat we have
m xtgxhrxeer-wa_',r p&rtnenhip, and to mclude vernment in

e
We feel like thxssuhcommittee andthefull Agrieulture(!omxmt-
tee, many times underestimates the r?xﬂ in whxch you are helé
by your colleagues. We believe that ou draft

- sound rgntl?acé es, that your on the floor and others wxll
su ]
e believe that changes outhned H.R. 5024 snd even ~
some additional! changes into iaw
The key things that we I at are, it doesn mone

. money, and it doesn’t add any new pmmemly provides for

& better delivery of services, which we
- We. encourage this committee’s prompt action an& positive action
on th:slegxsiauonandstaﬁdreadywassistynumanywaympas-
e of this bill. .
you, Mr. Chairman.
' [The prepared statement of Mr. Senter appears at the conclusion
of the hearing.]

Mr. Jongs of Tennessee. Thank you very much, Mr. Senter, for
~ your statement.
We appreciate the fact thst all of you are here, ami it repreaents

~ an interest in what thw subcommittee is trying to do in conducting

these hearings.
Now I yield to Mr. English for 5 minutes for any questions that
he might have to ask the panel.
cLisH, Thank you very much, Mr. Chairman.
I, too thmkthxs:sanmﬁeresnngconcept andone thatxsworth
careful consideration, -

I particularly like the idea of se ting nonf} programseut
--fromfarmpmgrams.!thinkthat xsheipful,hut!’maheeon

- . ,-‘_.._:_;-f_._.:eemed with the. fact_that thiz: _bm ‘seams 10 elevate nonfarm pro-

"_'_'and.asfarumnm




'-“.i"'::Li-i:?'_'j"ba be necessary that you would call nonfarm programs, would it -
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1 questxon the ides under those circimstances and at this time of
elevatmgaconeeptofnonfsrm programs up to the level of farm
programs, and I would like to ask each of the members of the panel
%mem'é‘“ e thase momiaren progras Gp. o that Iovel and
[3 nonfarm programs up '
n with Ms. Thatcher.
8. THATCHER. Mr. English, Idon’t know lfwe realiyoons;der :t
as elemtmg nonfarm-
From what I can tell, our members feel that the folks who go
_for most of the housing programs or the specialty programs,
water and waste dis or whatever, we will gener
atthedmmleveiandthatthefarmfolkswﬂlgetbetw:servmng
on their farm loans at the county level.
(r I ey, But is i ook tru, M. Thatches, that we afs o
name O ent o
partment of Agricuiture and m Development, and those pro-
gams would go under that section known as rural development?

the mere change in the name implies that type of elevation and
does it not?

mmThat’sMofthehiﬁ&atwesaxdweha&anex« o

eeptmn to, and unless 1 misheard some of the other folks here, they
alsosaxd they had the same problem with it.
- Mr. Excriss. But the purpose is to elevate-it to that level by the
N&le implication of the name, is it not?
TrATcHER, 1 don't think we view it that way.
‘Mr. Enamsri OK. Would you oppose then any elevatxon of that

eﬁsee'l‘m\mm If that's your understanding of it, yes.
fa;‘g Encuisa. In m words, you?woui& oppose equating the non-
programs wi rograms
Ms. THATCHER. Correct. P
Mr. Encuiss. You would prioritize the farm programs?
Ms. Tuarcuzr, Correct.

Mr. Encriss. Mr. Sacia.
_Mr. Sacia, Mr. English, I really don’t believe that the Farmers
gﬁo:f gxulgld be opposed to elevating of the rural development sec-
The pmbiem that we do have is, we think it might be a hin-
faraspmssgeofthxsbxn but we are not going to make a

ig thing out of it. In fact, I believe it is the intent of Mr. Watkins

\ te farmulate a coalition fo some to giveus s little bit more
with that.

- ‘political clout, and I think we would be in
«:Our only concern is that we get this.

ent

ers “Union is not opposed to elevating nonfarm programs within the )
quai to the- arm pmgrams. )

Mr Exmzmmngh ht. Mr. Milley

Mrizr. Congressman, it hc be pouible ﬁo reeive eievata
e nonfarm programs {0 tﬁevei 88 'you are gscrib

eeds were seen in country, and new programs were deemed

tinnpmad
.;i:Mr.Exeua&SaufuutheFm nmnmﬁm.melt‘m .

rtment of Agriculture, as far as priority is concerned, up to

me suggest thattie 3 view it from t!us angle, that if twn- |




not then be ciear-and I ask t.hxs rhetoriean -—whete thoae non-l -

_farm p mxghtbeamgnad?lnsthatob ve that we see
ubeingofbeneﬁttothubm. Joct:

mmnowon,mummgadopmnofthxshm,anynonfarmpro-w..h

gram would have g home.
‘Mr. Encriss, 'i‘hepohthasmaking Mr. Mxiier,isthatwe

* . have got limited resources next year if indeed we are going to

eimtenonfum mthefarmprogram,

mmobﬁouﬂymatmmthatmmmmwemdm
?ooans. tﬁo&mmwiﬁthebeputmmt ?Agc;‘xsit:ur;o t‘aa'ting
. : an of as far as
_theirmndinsinmdconme&

Mr. ENCLISH. '!'hepointthstlammakmgutrymgtodetermme

whether or not your organization favors that type of equating, or -

do you believe we should prioritize the farm ownership and
i Mt Congre
Mr Congressman, there is no queltion. our organwation

}s wholly committed té) the farm p and particuéu;m yFthose
arm programs, traditionally farm- rograms, wi arm-
ers Home Administration right now. o

Oarmtemumseemgtoxtthatfammrsremainontheiand
gnd remain & healthy, viable part of the eeonomy, -and in so

)
Mr. Em:usx Therefore you would opposeequa e
Mm!wou!dagrg: ting
Mr ENcGLisH, OK.Mrnsslinter " md belng at
we su ucer programs a
degofthehst becausewef Pmep p farm program that is
nghtmthebeﬂruraldevelepmentpackageyoumhav&
-bmusewhenfarmeugetthmddmtheymgoingtcspend
the dollar they have got and borrow another and go to town to
Se‘i s t!‘.orlsoﬁxg programs ha ¢ to have priorit d
: we fee ucer ve go , &n
- we su oz?thed:ffuentmml g eg'oruy
heam%;,butweﬁelﬁkethepmdmpmmhavemhavem-

ority.
e y peaple have been concerned that it has been called the De-
o g:?ment of Agriculture, and they hadn't been feeling like they
“7 77 had been treated that

Exg%:sn Good ;gc, So you would oppose any type of equat-
we :

ture?

=M. Thseches
=Mz, THATCHER. Yes the Farm Bureau oppues a name change
—‘Mr. Encuss.; Mr,
Mr Sacia. Yes, -

whole-

_gou appose cha.nging of the name af the Depart;ment of Asricui-“ o




Mr. Mizer. Yes. - -
Mr. Encuisi. Mr. Senter.
Mr. SEnTER. Yes. S ‘
Mr. Excriss. Thank you very much, Mr. Chairman.
- Mr. Jonss of Tennessee. Thank you, Mr, English.

-~ Mr. Watkins, we are going to permit you es'am@:priviiegéﬁs

e do a subcommittee member, if you have a question you would -
- like to direct to the witnesses. S . :
T e any that haing on 106 ' ttee of agricul
me sa on the appropriating commi icul
ture, I.knowy that just. i e level of administration agogsn't .
" mean that that is going to change the dollars or the priorities.

- Agriculture is going to continue to be No. 1; it is going to be the
priority; but when twothirds of your farm income comes from
other than farming, we have to build the infrastructure in our
small communities so that we have industrial land developed, busi-
ness and industrial loans, the water and sewers. We have got to
strengthen that so our people don’t have to drive as far to a job.
- 1f we do not do that for the rural development programs, they
- will go under"grobahly Housing and Urban Development one of -
these and that’s one of the reasons why I think that in put-
ting the name change there-~and I realize some of our agriculture
groups o that—I don’t know if that's the wisest thing, but I
would feel very free to pursue that along the way in the bill, except
if we do not trust our country cousins, can we trust the city cousins
to look after our interests in rural America? :
That’s the p\uipme of the additional name change. It’s no way,
shape, o1 form~I majored in agriculture in college; my background
is agriculture: I feel very strong about it as a former State presi-
dent of the Oklahoma Future Farmers of America, No way would I
see that we would prioritize the rural development any higher
‘than agriculture, but be able to put in position to have a clear-cut
res ility to do that.
--Do you think there needs to be a stro ‘emphasis on rura! de-
velﬁgfnent-than we have had in the past, Ms. Thatcher? _
THATCHEE. 1 guess it gets back & little bit to Mr. English's
~ question, too. S o
— ~ 1 want to come at it from another way and then get to your ques-
: tion, and that is, our members feel this would be prioritizing farm
loans versus prioritizing rural development loans, because what a
~ lot of our farmers——
o e M‘}* WaTkins. Could you tell me how they reached that conclu- o
~ . Ms. Tearcuzz. Because & lot of them, when they go-into-their - - =
" édunty office and they try to visit about their farm loans, they will

= -fingd-the county guy out doing one of his four or five inspections on
.one.of the section b02 housing projects. =~ e e
My, Warkins, This would separate them, wouldn’t it? My bill U F
- -would separate them. : S

_MM‘S‘ Tmm Yes" : PO H )
I My, WATKINS, It wouldn't prioritize them; it would put them sep- -

- -~ Ms, Tuarcuer. Correct, snd so they feel that .there would be -
“ili.qmope time at the county level for actually servicing those farm g

o 33
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Ioans Othertimes,too Ithinkthsttheygomandtheyﬁnd—wu
--takemawaterandwmedispuailom,andacountystaﬁ‘m
does not tenoughofthmemamrthsthenfamiﬁsrenough

with the. eanagtu&nutandxt,andobmudyhesp&ndsa-»-_

lot more time on that.
Mr. Wartkins. My bill would separate that, so it would give our
farm people a. lctmorehmefortheirpno ty.
Mz, TrarcuER. Correct.
_ Mr. Wartxins. You are not wantmg to deny the rural people out
. — ——there the possibility of iettmg loans for the water, sewer, and the
- industrial development andtmngsixkethat,areyou, that
have some priority?
Ms. Trarcuzr. No; defimteiy not, because they would be able to
getbettersemcingonﬁmtstthedmalevg
in that type of & loan.

can specialize i
Mr WATKINS. Butbasmllyyouare;ustd:sagreemgthhthe

name change; is that all you are disagrecing——
Mm'I‘mmm.Cmﬁt, ves. e
Mr. Warxins. Could you teiimew

Ms. TrATCHER, We just feel the nehy? nt of Agriculture—that

agriculture is the pnority there in Department, not rural de-
velopment, and when you think of the other things that they go

through there—the s0il and water loans, the other ASCS
as someone alluded to, I'm not sure agriculture and mragm

ment covers e that is done within USDA..
Mr. Wthmg Housing and Urban Development cover ev-
ere :
TraTcHER, No.

Mr. Warkins. No; but we still want to elevate our rural people
up&obereengmzedena@abmetiwelmththeurhan people. Is
'thattheposztxonofthelf‘armxmu? :

Ms. THarcuur. The position is just, we feel the Bepmtment of
culwgure shou%i re?mn the Depe.rtment of Agricuiture.

ATRINS, Yeu; I'm on agriculture mgelf
cannot believe that yo v::g dn't want the rural peapie to be ele-
vsted tcbeahietobeeonsidem&atthemeievelasurban people.

Mr. Chairman, that's all I have. - :

Mr ‘JoNES of Tennessee. Thank you, Mr. Watkins.

- have one guestion that I'd hke to ducuu with the entire panel
; for just & moment.
- T'm wondering if each ‘g:u-mxd T sure that you have--have

-—-.8een this recent report of the “Rural: Gommum and the-Ameri-

L ‘Farm: A Partnership for thntﬂ

of

T rictlture issied on A Exs signad by acrets ol
. veiopmenhtast nﬁ;e of iﬂg;ai %:giopment Pohcy

<My question to auil,deynupi‘:eim

""ma&easamnitoft.hemhm“nznﬂhiloﬁee?I willing to
__take an answer from any .of you. ..
3 MrSamThamar mm,mehﬁrmn.

by someone who

",onmn!de-'

office known as the Office of Rursiﬁave’tnpment?o backin o
188 Twdo youfael,‘orcanyouciteanyachimtsm ve been o e

. . -i,‘
a
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‘Mr, Sacia. The National Farmers Union believes that there
hasn't been too much constructive that has come out of that. - -
Mr. Jones of Tennessee. Would you speak into the mike, please?
Mr. Sacia. We don't believe that too much constructive work has
" come out of that body, and we are a little bit disagpointeé. They
continue o paint a very rosy picture, and we just don’t see it out
Mr. Jonss of Tennessee. Anyoneelse? . - -~ .
I'll answer for this subcommittee, if you don’t wanf to answer.
I don’t know why you are here today if that's the answer you arec.» .
going to give us, but this subcommittee has been very, very dis-
turbed about what the Department of Agriculture has done as far
as rural development is concerned. - -
It is our oversight resgonsibi!ity to see that something is done in
rural development, and we feel that the Department has been
really derelict in the responsibilities that they have atcepted there,
Iamli-z would ask all of you to get a copy of this report and take a
ook at it.
Any other questions?
M ish. '

T, .

Mr. Encuisi. Mr. Chairman, again I would like to say, as far as

our witnesses are concerned, that the reason I pursued the line of

" questioning I did, and the thing that disturbs me a great deal, as 1
mentioned, is the budget problem that we are going to be running
into next year and, of course, that gets into the question of authori-
zation level, of what is going to be authorized.

Also, I am well aware that with regard to any administration,

_ whether it is this administration or if there is a Democratic admin-
- ~ istration as far as the next farm bill is concerned, the agriculture
’ budget of the Department of Agriculture is looked at as agricul-
ture. We all recognize that 60 percent of that budget goes to food

- delivery services,

1 suppose if the Department were going to be known from a
budget standpeint, it would be the Food Delivery Department in-
stead of the Department of Agriculture, and I think Mr. Senter hit
it square on the head. We have seen this watering down, this deem- .
pz_x?'sis of agriculture that has been taking place over a iong period
of time.

We ize that, from a political standpoint over the years,
generally gm food deli services have been seen as being nec-

... essary to passing a farm bill simply because you do bring in the
___._urban folks, and they do have a stake in it and have an interest in

©. But again, I'm extremiely concerned that from a budget stand- 8
<o point, both from whatever administration we may be looking at in
___.__the future, wheréver you end up, you look at that bottom line, that
_ . bottom figure. That's what they arelooking at; that's what the De-
- partment of Agrieuitxweﬁ’éﬁstged with; and when it comesinte. %
... view as far as the public is concerned, they are not going to say, i
“well, so much of it was spent for food deiivery, and so much of it R
.- . was spent for nonagriculture items and so much for agriculture; it L
B—-- . ig going to be all landing on the head, square on the head, of agri- L
- enlture; it's going to land square on the head as far as imagewise. =
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~ Let’s keep in mind that images, unfortunately, have an awful lot

to do with the people’s perception. Imagewise, that is going to be
looked at as the agriculture program.

So I think that we have got to recognize that we are likely to
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have to make 'ﬁ.ﬂx}‘e,ver%'tb .tougtlz'chomes' next ‘vear and the yearsto.
ve

come. We are going ‘attempt to try to prioritize, and I

' - think that is going to be true for the agriculture organizations as

well as the committee. - -

Noneofusﬁkemdathat;noneefﬁsﬁéntfcd'ot.hat,'but; L

.. .. We.are going to have to make choices, and that’s the reason I'm a

.* _ little bit concerned about at east the perception that this bill deliv-
: ers, that it is one of shifting priorities, and I'm not sure that we
want to do that unless we consciously make & decision to do that.

1€ we want to consciously do that, then I think we ought to.
debate that and argue the wisdom of going that direction, but I

think that’s where we are moving.
Mr. SENTER. Mr. English, may 1 make a comment?
Mr, Excuiss. Sure. : ‘

Mr. SenTER. We are really not concerned about what the Depart-....

.. ment is called or what it is named. What we are concerned sbout is

tting a better delivery of services, of %rograms that are passed by

ngress and sent down there. That's where the failure is.
In my view, thisis a division so that you can kind of shoot with a
. rifle instead of taking a shotgun, so to speak, in getting these spe-
cific programs out, and we hope that we don’t get tied up in argu-

ment over changing the name or what-have-you.

What we are looking at is what is contained in the bili, and
that's what we want to see enacted, regardiess of what we call it.
We just feel like.we have to make those changes, and no longer
can things be left to the discretion of the Secretary. We are going
to have to have time guidelines. It is going to have to have to be
“shall” instead of “may.” These programs are going to have to be
dictated by Congress, because they have proved they are not going

Mr. ras. I think that is a ﬁood point, Mr. Senter, and, as
mentioned earlier, I have no problem with the concept of separat-
ing out nonfarm programs from farm programs. In fact, I think
that there may be some benefit in dmn§ that, simply from the
standpoint that it makes it easier for us, if we are going to have to
prioritize them, but T think that that issue of prioritizing is one

~ that we have got to up to. We are going to have to face up to it
“"next year if we don't face up to'it thisyear. -~ - :

But I do think that the name change is important, and 1 think it
y - e “hecause 1 think, of

‘whether we like it orjnot, it m bring about the type of equality,

sionto do it; T don’t want it to just happen.— - -

rebabfy émgi::: have a tough time remembering what we did and
We

! tory or even the testimony o

slarify that. They are going to assume that that’s what was done,

comes about automatically, and 1 think that all we have
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and I-don’t want to that done uniess we make a conscious deci- -
- _-Some 3, 4, ar 5 years from now, pecple on this committee sre
‘p | .
. ~why we did it, and I sincerely doubt that- aregoingtogoback .
“ Bn'i_gne"'ad ghe%jg thisg ' totryto -

- -ang 4 ut
o ta do is, as | said, to look at the food delivery service problems to
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see what is happening as faor as that type of erosion, and the per-
ception about the entire burden being on agriculture—the cost.

Thank you very much, Mr. Chairman. ‘ : .

Mr. Jones of Tennessee, Thank you, Mr. English, and thank you,
" ‘panei, for being here today. o : A _ .

The next panel, the National Rural Development Strategy
Report Comments, consists of Mr. Bill Wilson, president of Quchita

Mountain Resource Conservation and Development Council; Mr.

Bili Hill, executive director of Kiamichi Economic Development
Bistrict; Mr. Bob Houck, national secretary of Ruritan Internation-
~ai; Mr. Kenneth Wilkinson, president-elect, Rural Seciological Soci-
ety; Mr. David Raphael, Rural America; Mr. Robert “Randy”
Isaacs, president of the National Association for 'I‘rans:portaticn' .
ternatives; and Ms. Peggy Wheeler, National Center for Appropri-
‘ate Technology. ~
We are delighted that you are here today. The same rules apply
to you as a panel as did to the others, and we would ask you to
- abide by them if at all possibie, and whoever is first may announce
- themseives and proceed. : : : :
. Mr. Wilson, are you going to be first?
Mr. WiLsoN. That would be fine, Mr. Chairman.
. Mr. Jonges of Tennessee. You are listed first. We are glad you are
ere.

STATEMENT OF BILL WILSON, PRESIDENT, GUACHITA
MOUNTAINS RC&D COUNCIL

Mr. Wison. As you said, I am president of Ouachita Mountains
RC&D Council in eastern Oklahoma.
Mr. Chairman and members of the committee, I'd certainly like

to thank you for taking time out of your busy schedule to hear me

testify here today.

I am a businessman and a farmer from a small community in
rural America—Kinta, OK. I have come here today to discuss with
you rural development.

As you know, for several years now, we have had a Departmen
in our Federal Government called Housing and Urban Devehp?
ment. We have never had one department concerr.ed with rural de-
velopment. Let’s recommend the formation of ARD—Agriculture
and Rursl Development.

H.R. 5024, as it was introduced on March 5, 1984, calls for the
- administrative reorganization of some parts of the Department of

. Agriculture. If this concept were adopted, it would, of course,

‘change the name of the Department of Agriculture to the Depart-

ment of Agriculture and Rural Development.

- I-perceive that Agriculture would still be No. 1 in this depart-

__....ment, but I.think if you talk about Agriculture and Ruaral Develo
" "ment and compare it with Housing and Urban Deveiegment, HU

~ has put more emphasis on housing than it has urban development.

... The urban development. has been abie to provide help in subdivi-

sion work and things like that, so that we could build housing, but
I think, as I will point out, that rural development will enhance
" agriculture, ang I don’t see any problem with changing the name

" of the Department.
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I stated a while o,wehaveneverhadonedepartmenteon—‘ -

cerned with rural deveiepmnt. As you know, we have had several
agencies; FmHA has had a rurai development program which they

havenotbeenabiewsdminmbmuleﬂwydmpiyham’thad_ |

EER hgoxi Conservation ﬁmn:; :ﬁ& the m&m as you know,
e been ve in an a
- g administrations.

from this as we as previous

' follow the plan 1aid outh.R.SGMandreorgsmzethe Depart-
-+ 77T ment of Agriculture. This plan does not propose to incredse the size

- of Government, but, rather, to streamline some of the operations.

within the Department - strengthen the rural development

effort.
Weneedmonrmalcommumnesmcatchnpthhonrmban
nei rs, and I think this is & good a:gm that
. Rural America is the lifebiood of eo{m ofours. t it

themmmmdanonofthmwmmmthaithe ederaiGovem- :

mentreeognmeﬂus and respond to it. ..’

‘;ﬁed %u menhonedawhﬁsago,thempartﬁnmtheORDPentx-

ural Commumnes and the American Farm: A Partnership
for Progress.” Rural communities and the American family farm,

off the farm, to suppiement the £ operanon I know this to
be true because my wife and I farming 14 years ago at
Kinta, OK, and we to obtain work off the farm to stay in busi-
ngss Every nexghbor I have that is near my age is in the same s:tu-
ation.

I am past State president of the Okiahoma Young | Farmers Asso-
ciation and have attended several national

as we know it now, are most definitely partners for progress. -
Most smalil family farmers work éﬂm farm, or the wife works

of yo
- farmer organizations, and the young farmers I have edtofrom ,

across this country all have the same situation. The only way they
get started in is to have some supplemental income.
Anotherthmgal this line is in the soil conservation effort. As
you know, theaémmxstraﬁon Mr. Block and Mr. Myers have rec-

ommended that we encourage our farmers to spend their money on
conservation ptact.xces and cut the amount of appropriated money

forthese

I simply xsn't economically ‘possible for a young farmer to do
thatxfhezsnotmakmganymoney,but:fhehasanofffamgoh
. .an@ he has some extra income after the bills are paid, he is going

'-'-ihhmk with more emm
anning, conservation, . ] iral
fpwemn create new jobs in rural ‘Ame'rwa:' 'We cana&tractind st
to our rural communities and, in so.doing, not pr

_farm su income, but wecan.

_ Ataxpaymg citizens.

evme s e omtyn

of antagonism
'What I am getting to, Mr Chamnan:st&:atlﬂnnkweshou}&' '

;:'-"- . — -to spend it on. conservation practices, ang I think this is where the
o spe , pwmumhetweenmmdgqshpmmm&mmm“j o

""" children as they move into the work force and became productwe,"

- Ag B result; our rural youth will be ‘able to stay closer to home -
ané make their homes, provide 8 healthier family environment in -
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all America. Young families will be able to get start farming and
will be setting the stage for the preservation of the family farm as
we have known it in America. .- ; o
. I think the family farm, without some supplemental income, is
: 5 certainly in danger of being caught up in this country and being
‘ lost, and I think the family farmer—the small family farmer is the ‘
backbone of this country. I think he has tilled and conserved Amer- *
. ica's farmiands; he has provided a tax base to keep our schools, our =
roads, our hospitals, and our national defense going. ,
~The Bible in the first chapter of Genesis tells us that God’s plan .
. was.for man to have dominion over all the plants and creatures he L
created on the Earth, and I believe the family farmer is who is in-
tended to do this. - ' :
1t is exactly as ORDP sees it. We do have a partnership between
the Anmerican farm and our rural communities. Rural communities
need the family farmer as a consumer of their goods and services,
and the family farmer needs the goods and services of the rural
communities. _ ‘ : ‘ '
- Now I-want to talk about RC&D'’s a little bit. In order to achieve "~
any progress in any. program, you must first have a basic grass-
roots organization to lead. The Federal Government can provide
personnel whe are expert in a given field, can provide money to
fund projects, but history has shown us that the only effective vehi-
cle by which these resources. can effectively be put to use and any
benefit come of them is a group of peopie drawn from the citizenry
of this country.

RC&D's can be that group. RC&D's, where they are organized
and working, have already recognized most of the needs of their re-
spective areas and have them listed in their plans of work. Let
RC&D's help put this plan into action; we can do it. Let Quachita
Mountains RC&D be a pilot project, if you like. Let us show you
what we can accomplish.

While all .of us connected with RC&D’s may not agree with every E
word in H.R. 5024, the RC&D’s I have had contact with agree that -
shifting farm programs to a farm agency and consolidating rural -
development programs under a rural development agency is good
and long overdue. ‘

The conservation and development of our natural resources is
vital to the preservation of America. No one has done more in this

_ field than those of us who are associated with RC&D's. i
I . What I am saying to you today, Mr. Chairman, is that although -
=1 we-may not like everything Mr. Watkins is trying to do, we do TS
.- know that he is trying to do something to strengthen agricuiture; A
~ the RC&D's, and rural America. On that we agree, and I would ask
____for _your support and this committee’s support in this effort.
7. Thank you, sir. . : , o -
i+ ..~{The prepared statement of Mr. Wilson appears at the conclusion
.- .-of the hearing.] o
‘ - Mr. Jonss of Tennessee. Thank you very much, Mr. Wilson. Mr.
- Hill, you may proceed.

(Y&
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| STATEMENT OF BILL K. HILL, EXECUTIVE DIRECTOR, KIAMICHI
ECONOMIC DEVELOPMENT DISTRICT OF OKLAHOMA . ..

Mr Hire. Mr. Chmrmanandmembersofthesubeommttee,!am
Bill H. Hill, executive director of the Kiamichi Economic Develop-

ment District of Oklahoma, [KEDDO] with offices in- Wx&hurton,

; - OK. The Kiamichi District is comy of seven countiee located in
o thesoutheasternmestpartofouahomaandmahomthem
- - Congressional District of Oklahoma. My ng:wman:sﬂonsms-
: man Wes Watkins,
e —..... The Kiamichi District, which is composed of and governed by
o " local governments represented by mayors, county comraissioners,
anld eonsetrvatwn dzstncts, has as 1ts major amphams economic de-
velopmen
The seven-county region that 1 represent tradxtmnaﬁy has been
charactemngsnzedkgy dismai atx;d quite dxstastemgrﬁa tsocxoeoonom;c statis-
tics. e per capita income, ou ion, unemployment,
and underemployment have been the worst.in the State of Oklaho-
- ma in that ares, that dating back to 1907.
This ares, being rural by nature, and attempting to pmv:de y gelfs -
- help,. has attempted to manage -and utilize existing resources for
pu‘lr‘goses of attemptmg to alleviate social problems now prevalent.
: citizenry has and shall continue to strivé for an improved
'"'“"""'future, realizing, however, that self-sacrifice in mrai America is
: - not enough. It is felt that this particular area is not unusually
umque, but, in contrast, it is uniquely representative of the phght
ople living outside of urban areas.
ith these thoughts in mind, I am here to encourage your con-
sxderatzon of H.R. 5024. It must be realized that rograms for rural
e areas of this country must be reshaped, redefined, and aggressively
: %iugsued before we can expect to have g healthy economy nation-
e
The concern is that a syster must be devised whereby a mecha-
nism can be created to not only provide well-deserved and appro-
priate services to our farmers, our ranchers, and our smail busi-
" nesses, but also to local governmental entities that are striving to
provide amenities that are not only expected but are indeed neces-
for rural survival.
or instance, 88 an example, the Economic Development Admin-
xstratxon—EDA—cumntIy under the U.S. Depariment of Com-
merce, was initially conceived to be a program desxgned specifically -
. fortherurai areas of this country.
.. _1have a tremendous coneern t.hat EDA, under the influence of
e D nfigitagigr o aiE wind catagorized: -
o Enee va!y up
~under. H:msing ang mﬁd’ mﬁﬁ) ation would

10 ‘assist development-in"more riiral areas

B 3 wuuldd;)mpase support-of HR. 6@24 in that 1t wouid address ¢ &8
‘systém and potentially create a process for an agency such as EDA
=-=and-others that we could sisame that could fit- sppmpnately and be
o ab}etoreacttothereatneedsofamaisettmg

....Jt-must be. pointed out that other Federal programs that have
tra&sﬁonaiiy been designed to react to rural needs that have been.

further, if not totaily, erode what- httle emphasxs g provided

......

v-has-more urban influ- - -



 piecemealed out under the influence of numerous Federal initia-
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tives, most of which were totally indoctrinated by metropolitan
mentality, do not work. o
The mechanism and/or agency created by H.R. 5024 should rep-

" " resent a public entity recognized as the agency to provide services

to the rural areas of this country. It should provide a forum for
rural interests as well as to coordinate in an effective and efficient
manter splintered programs now attempting to satisfy the needs of
rural America. . : | ‘
- We do not consider it inappropriate to expect public investment

~to help revitalize rural America. It is understood that in the ab-

sence of a healthy rural economy, the pressing problems represent-
ed by the urban masses will increase at an alarming rate.. SRR
- We do expect this Congress to provide leadership and initiate -

programs to help solve urban problems. We also believe that it is

in the national interest and a moral responsibility to devise assist-

ance to help those so vitally deprived, as represented in our rurai
aress

- Siniply’ stated, we feel that it is time for rura! areas of this coun- -

try and its people to be plugged into the mainstream of economic

activity, individual prosperity, and provide a chance that might

permit all of our people to have equal opportunity to prosper and
serve our Nation. '

The Department of Agriculture, as it currently exists, does not
have the staff capability, defined mechanism, and specificity of pur-
pose to accept, mcniixtsr v, and implement conceived programs neces-
sary for the reestablistament of a strong rural economy. '

In closing, be pursuaded to seriously define a system to better
serve the rural people of this Nation. Be encouraged to reject medi-
ocrity by refusing to embrace programs that only at best represent

. a weak attempt to recreate rural America.

Do not be satisfied with a Federal delivery system that ignores
the real issues, fails to provide reasonable solutions, and ignores
the failure of existing programs to truly address rural problems.

. I challenge you to aggressively pursue the principles set forth in
thn 5024 in that rural Americans, like all Americans, deserve a
chance.

Thank you, Mr. Chairman.

Mr. Jones of Tennessee, Thank you very much, Mr. Hill. We ap-
preciate your statement, and we will withhold any questioning
until we have finished the panel.

iz Mr.. Bob Houck, national secretary of Ruritan National;, you may
- - -proceed.

" 'STATEMENT OF BOB HOUCK, SECRETARY, RURITAN NATIONAL
== Mr. Houck. Thank you, Mr. Chairman and members of the

L

.. ..J am Bob Houck of 401 § Pike in Culpeper, VA. 1 serve
" 'in a volunteer position as the elected secretary of Ruritan Nation-

al. I am here representing that organization.

" Ruritan is a civic service organization whose purpose is w create

| s better understanding between rural and urban people and,
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' through volunteer community service, make their area a better

placetoliveandwork. - - : o
The slogan of Ruritan is fellowship, goodwill, and community
. service. Club membership represents a cross section of the commu-
nity. The club serves and is composed of farmers, business, and pro-
. fessional men, and other concerned citizens in the community. We
. ~ have 36,000 members in 1,310 clubs located: primarily in the east-
o ern half of the United States from New York to Florids and as far

west as South Dakota. We are a growing organization.

.~ . ... tional programs. Rather, each club surveys its own community as
tg the :ex;oegs of that community and then works to meet some of

In just one of each of the seven community service committees,

Business and Professions, for example, we are concerned with agri-
culture, professions, industry, trades, marketing, communications,

and services. Nearly all clubs work locally with FFA, 4-H, and

nearly one in every three Ruritan clubs sponsor scouting.

- Our many clubs provide and supervise community centers, spon--— - -
sor little league and other athletic programs, and involve them- -

selves in antilitter campaigns, help the sick and needy; and, in
brief, provide a varied, wide range of activities to help their com-
munities. - o L
“We also have a separate organization, the Ruritan National
Foundation. Just last month, our foundation awarded $33,500 to 58
young men and women to further their education past high school.
Most of these students are located in small towns and rural areas.

‘We are extremely interested in rural development and encourage
the various types of development which are enumerated in the
Rural Development Strategy recently submitted to Congress. Iam
referring to the strategy developed by the Office of Rural Develop-
ment in USDA and entitled “Better Country: Strategy for Rural
Developmert in the 1980’s.” R

‘ft-is our firm believe that the strengthening of our rural commu-
nities is extremely impx tant to the continued prosperity of our
Nation, and, sir, [ feel that this bill you are addressing today would

provide some of the strengthening and needs that are needed for

our rural communities.

Thank you and the committee for hearing my testimony.
) Mr. Jongs of Tennessee. Thank you very much, Mr. Houck.
o As T have announced about the others, we will wait until we
=777 have heard all witnesses, -

..~ Society. Dr. Wilkinson, you may proceed.

. SOCIOLOGY, PENNSYLVANIA STATE UNIVERSITY

T Pin dn advocate for a national strategy of rural development. 1
.. .want to speak about that. ' »

- ~~My comments are written and are available to you. I will simply

== summarize them at this time.

18

"-Unlike most civic service organizations, Ruritan rarely has na- |

. Renneth Wilkinson, presidenteelect of the Rural Sociological

~--STATEMENT OF KENNETH P WILKINSON, PROFESSOR OF RURAL ... .
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Mr. Jonms of ‘Ténnéslske.é. Very good. Your entire statement will
be made & part of the record.
Mr. WiLkinson. Thank you.

- In my opini
towards what needs to be
for rural development. ~ - |

1 was most pleased to see changes in emphasis since the first

Epofz: about our country and look forward to further changes in
-—-- - the-future. L o ]
- "My comments focus on four crucial problems in rural America
that I think should be focuses of a national strategy. These are
problems of inadequate jobs and income, inadequate services, prob-

B , the work of the Office of Rural Development . .
Policy has made\a most imgorkant: start but a very tentative start
one in developing.a national strategy

lems of inequality among rural citizens, and, most seriously in my

opinio., a demise of the strength of the rural community.
© J0BS |

‘The rural economy is -mostunvstable. This can be seen very clear-

- ly in agriculture, the mainstay of rural life for many years. A

sound agriculture, continuation of the family farm, strength of

rural communities, depend, it seems to me, on off-farm employ-

ment gpportunities, given the tendency for most farm families to
. depend heavily on off-farm employment.

Manufacturing, which now employs more rural werkers than
any other industry, is also subject to great variation through time
in its stability. We are in a period of depressed economic conditions
in many of our rural areas because of the decline in the expansion
of manufacturing and employment. |

As manufacturing t%obs declined in the Northeast and Great
Lakes areas, where they have been heavily concentrated in the
past. many young rural families moved west for the energy boom.
They got there about the time the energy boom became an energy
bust. The question is, where do they go now? . o

Areas of the country that depend on mineral industries also are

L siibject to great cycles, great changes, and instabilities, We need a

" diversified world economy. Diversity is the chief guard against the

' . instabilities in any one of the industries that rural people depend
-upon for their livelihood. =~ =~ ' -

- Services are inadequate in most rural communities, most small

- towns, and rural areas. A combination of three factors accounts for

~--1hiS.-in my opinion. Distance increases the cost: of providing serv-

_ices. Low population density reduces. the- probability. that services
~will be offered near. people, and poverty or dep

economic con-

-will-provide their own services. —

-ditions among the major minority groupings in this country, among
~--black citizens, among persons of g;aamb “heritage, among Native
_.. . .dence is very clear of that, and these problems are hidden.

N
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“ditions in many rural areas reduce the possibility that local people
-..Equality is & problem.in rural America. The most depressed con-

Americans, are found not in'the cities but in rural areas. The evi-
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‘The diversity of rural communities today, the importance of spe-
_cial interest in community affairs, the magmitude of the problems

faced by rural communities seriously reduce the probability that

rural communities themselves will be able to solve problems

that they face. . . - e U
It is a fact of life in the rural areas of modern: society that the
basic rural problems had their roots not in the local area bnt\i\n the

- laz,'fger society. _ ) .

- ... ‘The economic problems, the problems of service delivery,\the
problems of inequality are national problems. Therefore, it is Wy
view that the Federal Government must take the leadershi 3\

rural development, a strong, assertive leadership that is the foc
of 'm remarks that I will not elaborate upon at this time. \
you. o N\
] {Th% tp}i'ep.are«ih | statement of Mr. Wilkinson appears at the conclu-  \
sion of the . : _ : ‘
Mr. Jongs of Tennessee. Thank you very much, Dr, Wilkinson, - -
for a very good statement, aud 1 look forward to reading your
entire statement. : : :
Mr. David Raphael, representing Rural America. Mr. Raphael?

STATEMENT OF DAVID RAPHAEL, EXECUTIVE DIRECTOR, RURAL
AMERICA

Mr. Rarsiazs. Thank you. My name is David Raphael. I am the
executive director of Rural America, a national membership orga-
nization representing the interests of small towns and rural people.

I have been asked to focus our remarks, and the written testimo-
ny we have submitted really has to do with the rural development
strategy regert«, but if there is time and interest of the subcommit-
tee, I'd be happy to talk about H.R. 5024, the Rura! Development
Reorganization Act. : :

.. We have reviewed the ﬁoﬁ statement and have spoken with
“members of the Office of Rural Development Policg and, like
other members who have spoken this morning, find 8 good deal to
be cheered about, particularly concerned about the overall tone of
the document. It is much more positive, particularly when contrast-
ed with last year's report entitled “Better Country,” which put for-
ward a strongly antigovernment philosophy, we felt, and really dis- \
. regarded manfr_ of the important Government contributions to im.
... proving rural life. o _ _
i+~ There are several specific positive features that I wanted to men-
. tion-in the report—this year's veport itself, and mimﬂariy the
~..overall emphasis on 8 partnership between the sector and s
. monfarmruralsectors. - - -
T Tthink this is an important contribution. There is a partnership,
=, - biit, even more than that, it helps to set the framework for the - ==
 kind of holistic approach to the problems of rural America that are
. ! We find it unfortunate and sad that that partnership appears to -
... . head in really one direction, focusing on.the nonfarm income of so o
“:... many farm families: We think s much stronger statement ought o6 = —.
‘ have been set at the outset about a commitment to farm income, = =
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" and particularly boosting farm income for small farm operators,so
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Thzrd, thé erty rate, which is currently at the highest ﬁoint
since ‘the mid-1960's, continues to be higher in nonmetro areas

than in metro areas, and the non-metro increase between 1980 and
1982 was greater than the metro increase. .. . . - ’

The most recent figures from the Gentumuput the inci-

e dence of poverty in nonmetro areas at 17.8 {:ereent. In other words,

.. in 1982 there were nearly 2 million people in rural areas living
below the poverty line than there were in 1980. T

Finally, no amount of gloss over farm income figures can hide

P the fact that family farmers and our agricultural economy is facing

- - . .an-emergency of Depression era proportions and that the very sur:

svgﬁl of our diversified family farm system of agriculture is at _
o o e
- Net farm income fell by 11 percent from 1980 to 1982, reaching

the lowest ievel in nearly 50 The decline was most severe for
farms at the lower end of tl{e spectrum, For farms with sales of
$100,000 or more, for example, the decline in net farm income was
only 6 percent, roughly of the overall totals, -

Many of our members and others around the coiintry are coming ™~

to the conciusion that rural Aierica is under attack. In this in-
stance, the enemy is not.a person or a group but a concept and a
st%ian. The concept is deregulation. ‘

nder the banner of “increased competition,” a variety of pro-
posals are being put forward to decontrol portions of major indus-

tries and publicly regulated utilities. Deregulation has already had -

a major impact on the airline, railroad, and trucking industries,
inner city bus transportation, and local telephone services. Pending
legislative proposals call for extending the concept into banking,
natural gas, and other fields. .

In all instances, rural people and rural communities have g vital
~ interest at stake, and in many cases it is already clear that these
rurai interests are being adversely affected. )

It is important, and it unfortunately does not come through in
the policy statemant, I think, to look at the res of the
‘ Federsl roment in the Federal budget, and the partial bud
data submitted along with this year's report follows the same
. format utilized last year and is equargfr confusing and misleading.
: , The impression is given that Federal budgetary decisions reflect
the commitment to rural eqiﬁl.g and development that are outlined
in the report. The facts are different, however.
-+ Although the President's proposed 1985 budget dropped a
=—r——number of more drastic cuthacks proposed in prior years, -
T ,mt-xdméxe%mm?mmmwwmdmmmm
" recommended. . ' '
" Teérmination is again - proposed for four programs of -particular
—-—-importance to smaller rural communities—
- ment Administration, Community Services ‘
- '10¢4l rail service assistance, and the legal services program.

. grams of significant importance to rural areas and rural communi-
. ties—is that in the period from 1981 1984, roughly 15 per-
... cent of the resources have been reduced those aress, and the

1985 budget would call for an additional 15 percent reduction.
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In closing, Mr. Chairman, let me urge you to consider that rural
‘America needs a real strategy, not simply a gg‘er exercise. This
means a strategy that supports and preserves ily farm agricul-
ture, rather than relying on off-farm income to mask the continu-
ing concentration in agriculture. 0 o 0 oo T
‘It means a strategy that aims at basic structural reforms in our
farm programs, where half of the assistance payments currently ot
“to about 15 percent of the producers, and in our tax and ¢redit poli- P
cies as well. It also means a strategy that supports economic devel-
opment that is community-based and community-controlled rather
_than one that encourages continued dependency and colonial
status. : - o R
~ This means that instead of enterprise zones with their tax breaks
and regulatory abandonment designed to bribe big corporations
into branch plant placement, what is needed is development of
rural America’s own economic base, devel?ment of its human cap-
ital through more and better education and training pro, , and
more adequate healthcare facilities, redevelopment of its infra-
structrx;ix;g, and credit for local enterprise, rather than absentee
ownership. - R
We bei?eve that rural America can have a future that preserves
the best of its past and allows people to enjoy the traditional ad-
vantages of smail-scale community without having to sacrifice a-
decent income and a good standard of living. '
" But rural America won’t have that future if we let our policies
be dictated by a skewed market mechanism that looks only at cash-
flow rather people, that relies on a corporate bookkeeping ap-
proach rather than a community balance sheet, and that reflects as
its most consistent principle that them that has gets. ‘
A rura! development strategy that reflects the goals we want
won’t just happen; it has to be developed democratically and in the
rveal spirit of the 1980 legislation. It is past time to get started on
that process.
- Thank you very much.
. [The %re ed statement of Mr. Raphael appears at the conciu-
sion of the hearing.]
o Mr. Jongs of Tennessee. Thank you ve;? much, Mr. Raphael, for
- a very good statement, and I look forward to taking a good look at
y your statement sometime when we have more time than today.
o It looks like we mz}y have a quorum call.
- We may have to forego the .ther two witnesses for a few mo-
©_ - .. ments. The House has been in recess to hear the President of
._....-—Mexico, and I do not know what tha situation is right now. We will
- o hold for just @ moment. o Lo e
- My, WATKINS. With the chairman and members’ permission, Mr. .
-~ Hili ' made a statement that I reflected on, where you brought out
—the fact that EDA was being phased out, as has been proposed by
" ‘this- administration, and that the.administration proposed that '
EDA go to the Department of Agriculture, - - - S
.-k think you indicated that right now there is really not an office .
there for EDA, if it came to the Department of Agriculture, fo be g
- implemented from, because Farm Home cannot-—with its complica- e
. tions and all, could not do it, so the Rural Development Adminis- =
~tration office would be a logical place that, say, eould come to. e

a3
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Mr. Mis, I would agree. -
Mr. Warkins. It's an excellent point. = - RS
Mr. Hue. We simply must concern ourselves with the fact that,

with what little that we have got to go on now in terms of legisla-
tion and appropriations to deal with the problems of rural Amer-
ica, if we don’t devise some kind of legislative framework in which

- & oiace those meager resources—for instance, setting up an agri-

Cu.ture-and rural development level entity that can accept EDA-

type resources as weil as other, hopefully, resources that can come
. down the pike, we are going to be in a real mess in terms of finding
.. responsible public entity. that will really begin to focus with any
degree of intensity on the problems of rural America. =
I have a tremendous concern that we are going to take what

littie we have, if we don’t do something in terms of reacting to the

needs of rural America, and sticking those programs into metropol-
itan infiuence programs that not only are not designed to handle
that kind of situation but won’t really have the conviction that

- dous concern about that. . .

there is a problem out there. Mr. Congressman, I have a tremen-

. I woulid also like to mention, if I could, further, that the earlier

concerns about the rural development segment being tied to the
Department of Agriculture—for the life of me, that's not a concern
that I could have.
- I would hope that that would be a procedure where there could
be enough of us stand together for significant appropriations to
begin to take care of the rural needs of this country, instead of
splintering us out to the point where we have no kind of block po-
litical system behind us to help us through the cycle of appropria-
RN tions for purposes of reacting to those needs.
o Mr. Wartkins, Thank you, Mr. Chairman.
Mr. Jones of Tennessee. Thank you, Mr. Watkins.
The House is stiil in recess, so we can go ahead and proceed with
-, -our witnesses; there is not a vote on.
~._Mr. Randy Isaacs, president of the National Asscciation for
Transportation Alternatives.
Mr. Isaacs, you may proceed.

STATEMENT OF RANDY ISAACS, PRESIDENT, NATIONAL
ASSOCIATION FOR TRANSPORTATION ALTERNATIVES

... ..Mr. Isaacs. Mr. Chairman and members of the committee, Mr.
Watkins, my name is Randy Isaacs, I am the transportation direc-

=+ torfor the Mid-Cumberiand Human Resources Agency in Middle

" - Tentessee. I'm also vice president of the Tennessee Association for
—-Special Transportation and president of the National Association

-2 tion of rural, small, and specialized transportation cperators.. -
-+ "1 -want to talk to you about g specific area that we think is given
oo insufficient attention by the Rural Development.Strategy Report,
.~ and .that is rural transportation, and particularly rural public
- transportation. | | T
“. . My remarks are especially a&propriate as it is currently Nation-
- al Transportation Week in the Nation.

t..‘__.fchransportation Alternatives, which is a relatively new organiza- -
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The report does note the xmportance tmusportatxon to rural
"~ America in traversing its long distances, bringing:its icultural
and other products to market. and mnnecﬁngb’ies idents with
such basic services as schools and . healtheare, but most of the at-
tention given to the subject is focused on roads and bridges. The
igg:rtsays—andlquote—‘?nbhcﬁanmtmmsmmmlm L
e s, Bvaleouts, and Bieishoduis systeme or 8
as -route, an e org -
lackofawareneasofwhathubeen happening in mm .
tion over the past few years. =~ .
e There are nearly 1,000 transportanon operators. currently receiv-
. ing assistance ‘the Federal Government’s section 18 program,
wulendch helps to underwme public trsmportahcn outside of urban-
areas.
Themareanotherz,ﬂoowsoeeagenmesopexa in rural
areas to furnish trans txontospec:alehentgmupténs%chasthe
eideriy, the handicap m eﬁczarxes. :
Dur association, w is open to operators in both rural -
and urbanareas,esnmatesaur potenﬁal memhershxpatmorethan

- We ynothavesubwa orarnculatedbuses,an&wemaynat
get the job done in ways are similar to the conventional con-

?epticn of tzxnass transit, but mrsl public transit systems are no
onger rarities
d you, waﬂreaddyadmtthatthoseofusmmraitmnspor-
tat:on are playing catch- ug;, especxally when it comes to the recog-
nxhon of our coun urban areas.
ederal aid for trans:t of the Urban Mass
%agxgormncn Act of 1964, Lot afuﬂ eeadebeforetheDO’Ptook
notxee of rural t.ransportatxon, not that the need wasn't

Wxth Iess than one-fourth of the Nation s households, nonmetro-
gghtan areas, as defined in 1980, have 29 percent of the elderly and
percent of the poverty popuiation, two groups that are wxdely

recognized as tion-dependent.
ures indmate that one out of every seven rural eldga?i:ua heai
~ problem that presents transportation |
widespread dependency in rural areas on automob;le travel ane-
- fourth of nonmetro honsehoids with income under SIOGOO and
almost 40 percent of those with incomes under $5,000 have no

access to an automobiie.
o Nonmetro areas account for more than onedifth of the commut-
o ing workforee, and four out of five of those rural workers report
TR tha&my are dependent. on automobile- tmvai to their-workplaces
" anee. The comparabls figure for metro areas is only 35 il
- ance. com or me sreas )
-Back inthe!iate 1960’s while transy agencies of the State
“—and Federal Gmremment were still jooking at: -urbanized m
tem,aoeia! service weﬁl in rural America were p g
T Yy awareaf;athe transpo tmnn%edsnfﬁx:fir i ' o
Eemrees ey demonstrate innovative ways meeﬁngtm medk
especmnwith what came to be dubbed as demand responsive an
e paratramitsemoe.Thooespecxalizadoperatoubecamemehlean
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which today’s rural transportation network was built and contin-
u?&mbe s bably & fairly typical le. We began
- My own agency is pro v a fairly typical exampie. We
operating in 1974 in 12 counties with 12 vans, funded by the Oider
Americans Act and primarily serving persons aged 60 and over. In
‘that-year; we provided less than 90,000 trips for our constituency.

oday, we have 28 vehicles in those same counties and & yearly rid-
~ ¢rship of over 240,000 trips. R _

- We made the transition from a.specialized grovider-to a general
public transportation system in 1980, with additional funding from
section 18 of the Urban Mass Transportation Act of 1964.
~ A key role in our evolution has been a succession of Federal pro-

. The first specific transportation assistance that became
available was in the form of matching funds for acquiring vehicles
to use in serving the elderly and handicapped. .

This program, authcrized by section 168bX2) of the Urban Mass
Transportation Act, assists nonprofit agencies in both urban and
rural areas. As awareness of rural needs increased, and along with
it the pressure to respond to those needs, Congress enacted a rural
transit demonstration program in 1973, and in 5 years, building on
that demonstration experience, they developed the section 18 pro-
gram, a general, continuing formula grant program for public
transportation outside urbanized areas, similar in concept if not in
magnitude to the Iong-stamimg urban support program, and, still
more recently, the 1982 Surface Transportation Assistance Act es-
tablished a percentage setaside for this nonurbanized program,
giving it an assured funding level relative to the urban program.

The current size of the section 18 appropriation is 370 miilion.
This compares with $2.3 billion in formula grant funding for ur-
banized areas. In addition to the formula funding, Federal trans-
portation assistance includes $1.2 billion in discretionary capital
grants financed out of the l-cent-per-gallon of the Federa! motor
fuel taxes.

I would point out that rural people pay more than their per
capita share of motor fuel taxes, but they get a very small share of
those discretionary grants. They receive possibly $15 million in the
section 16(bX2) capital program funding and a distinctly smaller
amount from the rest of that funding. In all, we calculate that non-
urbanized areas get less than 2.5 percent of Federal transit assist-
ance.

Federal funding is probably just under half of the total public
subsidies to transit. State and local g,ovemments put an equal
amount, and perhaps & shade more, in the programs. )

Survey data reported by the American Association of State High-

-~ way and Transportation Officisls indicate that nonurbanized areas

don't get more than 5 percent of that State and joeal funding, and

it should be stressed that State and local governments vary widely

__in terms of their ability and willingness to support rural transpor-
tation. -

- -:'While some States have established regular, dedicated funding
- for rural transportation, operators in other States may not be so

Tucky.
- As you can imagine, it is often the case that an agency in an
. area of extreme need for transportation has the hardest time find-

WL
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. ing the local sources of funding which make the project viable and/

or constitute the required match for Federal assistance. "~~~

: For the average rural operator, it is & matter of putting together
N - g shifting combination of cial resources, and with this: process,
N because of the headache of many complex recordkeeping and bill-

- - - ing requirements, the present administrator of the U Mass o
Transportation Administration has said—and I quote—“I dom’t .
think that there is a more imaginative, creative, and productive '
group of transit operators than we have in the nonurbanized pro-

| haBeiie:ve me, that is generally the only way you can make ‘it .
pen. ' o ‘ -
R 50 we are making progress, but we in the National Association
for Transportation Alternatives know that we still have our work
cut out for us. : . ‘
If you put together the figures on governmental support for
~ public transportation that I just went through, they indicate that
on a per capita basis, public support for transportation in metro
areas is 7 or 8 times as great as in nonmetro areas.

Hence, one of the objectives of our organization is to work onour -
own and with other organizations and public officiais and agencies -
at the Federal, State, and local levels, to increase awareness of
rural transportation needs and reduce the inequities in the re-
sponse to those needs. Other items on the NASTA agenda include:

Increasing the effectiveness of the State and national! network of
smail providers by facilitating information exchange and collective
responses to common problems and by encouraging a joint search
for innovations in service delivery and in funding support.

Working for more uniformity and equity in the various regulato-
ry requirements that face rural providers, and at the same time in-
creasing productivity through more coordination both at the serv-
ice provision level and at the regulatory and support level.

Increasing productivity through expanded availability of training
a}'x?s technical assistance, both to providers and to local public offi-
cials. .

Buﬁm on the base that exists to continue the evolution from
specialized transportation services to more genenigabﬁc transpor-
tation and to extend activities into areas of need not currently
being served. : ‘

in our view, work on that agenda can make a crucial contribu-
tion. im rural development and to a better quality of iife for rural
peopie.

. _.In closing, I must reiterate that we feel the rural development
. strategy report is disappointing in both the amount and the guality
- -gfthe information regarding rur&iguisiic transportation. This is es-
.. pecially true at a time when the Urban Mass Trauspertation Ad-
... ministration has now assumed primary responsibility for the exist-
__._ing resources and is quite interested in assisting the growth and de- -
" velopment of this segment of the piblic transit industry. Itappears ~ -
that UMTA participated very little, if any, in the preparation of :
... . this document. - ' : - ) o
T We urge the Ag Commiittee, the other transportation committees Sl
_ of Congress, the Department of Agriculture, the De ent of
~ .. Transportation, and the Department of Health and Human Serv-
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..ices to work toward further improvement of the expansion of rural
public transportation. - - - - o S
I offer the collective assistance of our State association, our na-
tional association, and solicit your use of the extensive network of
operators acroes the Nation as a primary resource.
- Thank you verymuch. ==~
Mr. Jonss of Tennessve. Thank you, Mr. Isaacs,

The next witness; and final witness, is Ms. Peggy Wheeler, Na-

tional Center for Appropriate Technology.

STATEMENT OF PEGGY WHEELER, PUBLIC AFFAIRS DIRECTOR,
~ NATIONAL CENTER FOR APPROPRIATE TECENOLOGY

Ms. WHEELER. Mr.Chairman.and_memb‘e‘rs of the subcommittee,
my name is Peg Wheeler. I'm the public affairs director for NCAT,

the National Center for Appropriate TechnoiM’s a nonprofit - |

organization that was lished in 1977, an cally we work
from a standpoint of technical assistance and training, predomi-
nantly in the renewable energy and energy conservation fields, but
we work on the whole smallecale approach of self-help,

. Currently, one of the major programs we are working in—and I~

inciuded & brochure, just so you would know about it, because it
applies to farmers and rural people equally to others—is a DOE
program called NATAS, and it's a technical assistance program
that is a toll-free number. We will answer questions regarding en-
gineering or commercialization assistance questions in the entire
renewable energy field and energy conservation field.

I just thought you might want to know in case you want to build

yourself a solar greenhouse. ‘

I'm here today though, not to talk about NATAS, but to talk
about rural development, and the reason that I am here is, I feel
that NCAT's perspectives and my own might shed a slightly differ-
ent perspective on the problem than you are used to hearing;
whether you listen to that pekgaecﬁve, I can’t impact.

- During the 1970's, I wor as an agricultural aide to a Con-
gressman that is on this committee. After that time, I moved down
to the Community Services Administration as s rural development
specialist, and then I felt the need to get out of Washington and
learn a little bit more about what was happening on the local level.

I lived in Idaho, and Pennsylvania, and Caht! ornia at that time,
and I worked as a consuitant in the entire resource management
and rural development issues.

As I did that work, I noticed some things that hit me very dra-

-matically at the time, predominantly questions of rampant jobless-
“ness—much more than I éxpécted to éncounter—real :fear over

- hunger, predominantly on-the local level, not knowing what to do
- about their hunger problems; and real concern sbout energy costs
-..and housing costs. . ..

1 also witnessed a very strong willingness to deal with this prob-

- -emi‘but not very much awareness of the options available in terms
. of dealing with the problems, . = \g

""" I think this is something that we can work on and that the Ag

- Commitiee can have a strong impact, and the reason [ feel this is

e
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" terms of our overall national development thrust, but also within -

- agriculture, was one which predominantly emphasized large scale

I think that was a very understandable direction because it made

farming a lot easier and it made lifestyles a lot easier in rural

“greas, and it made accumulation-of weaith easier, and those were
all things that we wanted to achieve. -~ - -

- This thrust, though—there were n recbgni&bie side eﬁ‘eets foi- a

o ‘
 very long period of time, but in the 1870’s the side effects started to

become noticeable, and on my.return to Washington, from what I

hear, it has become much more drastic in terms of the ioss of
" terms of the loss of towns. = = =~ . :

I think it is really a period right now that it has become so dras-

tic, and the side effects are so drastic that there is a need to take &

look at the entire direction that we have been heading, how our

programs have stimulated that, and possibly see if there is another

ap&r‘:ach to that problem. o

) e

farms, in terms of the impact on soil and water conservation, in -

p3

¥
'y %

re I come out on that issue, and NCAT does, is that the key

to a rural development program which might be successful would -

be one where you support a localized approach to meeting certain™

needs, such as your energy and food needs, and thereby retaining

many more dollars within the local economy, thereby supporting a

much stronger local economy. : o
For example, very briefly, the Lehigh Valley of Pennsvivania im-
ports 75 percent of their food, and 65 percent of their energy is for-
eign oil imports. Theg are predominantly a farmﬁ valley

strong corn, beeé,ajpor , vegetables, poultry, very solar poten-

tial, wind potential, hydro potential; coal is located very nearby. .
" If they chose to produce much rgore energy at home ang to keep
‘ much more of their food dollars #home, they would release many
L more dollars into their local economy that could be spent on other
s services, thereby producing a much stronger rural situation for

. themselves.

S This example could serve, too, in many other aress. -

“Just as we as a nation feei‘ﬁkewehsvgmimmveouriﬁrt-
import ratio, I feel that rural communities need to take a lock at
the same sort of approach to their problems. If we did so, I feel
that there would be other beneficial results. ‘

When you do things in a local manner which use energy conser-
vation alternatives, ers’ markets, community canneries, more
refinement of the food uction on the local level, packaging and

. .. processing on the } level, as opposed to sending it out of the

e bffimfa’mdmr over mtg_&{%ﬁit;x;e on the local lgvel
v pelore it 15 e ‘ .-‘.?ﬁm‘ e things we ; P .-pmvxdean em

- mpnt buffer for semis! d;’:g‘unskﬁie& ' & buffer that we

-~ -gye slowly eliminating because we-are stimulatir .such g highly

——mechanized form of rural development that unskilled and semi-

" skilled labor just reslly have no.piace to turn, and I think the

- agricalture and energy resource management-~that was one plag

...that. lsbor always had to turn, and we are slowly eliminating this.

. “Your committee could have & ;xmggact'on that. There are

- many things that the Extention Service the Ag Research Serv-

-+ - jen and Farmers Home could be doing in terms of collecting data

iy
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on the types of technologies and community planning that would
support this type of approach. Currently, that is not much the case.
- There are a few extension agencies that are working very hard
en the local level. The State of Nebraska has vggyl strongly taken
on community energy planning because they finally realized they
- have ‘to stop sending energy doliars out of she State. This is hap-
pening on a bit-by-bit basis. . ' ‘ ' -

- -But what irritates me strongly is that the Department of Agri-

culture not only is not strongly supporting that approach, but in - :

marg cases the results of the research and extension work in direct
confiict. S : o

So. T feel that there are ways that you could begin to explore
these approaches through smalier programs, and take a look at the

impacts of those things. They are summarized in my testimony. I -

won't go into the various alternatives that are available to you, but
there are quite a few.

Thank you. ’

[The prepared statement of Ms. Wheeler appears at the conclu-
sion of the hearing.]

~Mr. Jonss of Tennessee. Thank you very much, Ms. Wheeler, - -

and we will take a good, deep look at your statement when we
have the time. . .
That concludes the testimony that is offered by this panel, and
- since Mr. Watkins, Mr. Tallon, and I are the only three here, I
yield to Mr. Tallon—he is a member of the committee—for any
questions that he might have.
Mr. Tarion. [ don’t have any questions now.
Mr. Jonss of Tennessee. Thank you for coming and being with
us. .
Wes, do you have observations or questions?
Mr. Wartkswns. [ have a quick question for Mr. Wilson.
As president of the Young Farmers of Okiahoma, you mentioned
a number of them had to have a job starting in and all
I know you may not have this percentage off the top of your
head, but what percentage of the young farmers do you feel either
had & job, or their spouse had = job, or both, in that organization in
order to become established and be able to maintain a farming op-
eration? Can you guess? I know it would be a guess.
Mr. Wiison. Mr. Watkins, it would have to be a guess, but I'm
_Just sitting here thinking right now. Of course some of them follow
their parents—their fathers and mothers—in the farming oper-
~ ation, and then the parents help them get started, but for the opes
who just go out and buy a piece of ground, like my wife and 1 did,

.77 ".gnd'start farming on that without any support from the parents or
- grandparents, or some kind of an heir situation, 'm at a loss now

- to think of anyone that doesn’t have—you know, now, a lot of
. times it's the wife that works off the farm, rather than the hus-
band, because he is concerned with the farming operation, and it’s

certainly a fulltime job. But I can’t think of any young farm

couple right now, that I know, in Oklahoma, that don’t have some

“7 kind of off-farm income.

- Mr. Warxins. Not knowing Haskell County, I couldn’t think of
any either in that area.

oy




“ - Mr, RAPHAEL.

. One other comment that Mr. Hill made, about when the adminis-
tration was wanting to phase out EDA, Mr. Chairman. They
. wanted to put it over in the Department of Agricuiture, but. we
" didn’t have any &iaee really to administer it under the present
structure, but with the new thrust of the Rural Development Ad-

- ministration, we would be able to have a place for rural develop-
ment in the plan without going to—~I think Mr. Hill'said—without

going to Housing and Urban Development. .

“"Mr. Hill, I don't know if you were-aliuding to it; you may have

been. Right now over in , we have finally %them' to recog-
nize t}}:e small cities and rural communities in kind of a division
over there. _ .

- - Mr. Chairman, they send that entire program back to the States,

and then they still divide that money up into some of the larger
cities, so after it leaves, it is diluted even further. - =

That is another place that, if we had an organization structure
such as this, we could probably bring the small cities and rural

communities activities over under the Rural Development Adminis-

tration, so we can administer them out there for our people with-
out going into the metropolitan area. :

So I appreciate that observation, Mr. Hill, and T would like tosay -

to Ms. Wheeler, 'm for keeping all of the dollars we can down in
rural America. We don’t have enough of them down there. We
don’t have investment areas or capital there that we need today.

I just wanted to make those points. Thank you, Mr. Chairman,
very much.

‘Mr. Jongs of Tennessee. Thank you very much, Wes, for your ob-
servations and comments.

I have a question for any member of the panel that I'd like to
throw out, and then I have some observations that I'd like to make,
if we have the time before we get a notification that we might have
a vote on the floor.

Funding for rural development programs, as each of you no
doubt knows, and I think evervone in this room would know, have
been drastically cut in the past few years. Now, I personally feel
that-the funding of these programs and of this area is a whole lot
more important than reorganizing the Department of Agriculture,
if we can do only one.

My question to each of you is—and I want to point out to you
that this subcommittee can do only so much; we can work around
the clock and still accomplish only so much because we have other
activities we have to be engaged in also. .

~ The .question is, how should we use our time in trying to accom-
_..plish the things that we are here for today that we are discussing?
~Should 'we spend our money, and our time, and energies in {rying
. to obtain funding, as we have been trying to do, or-should we be
- making a more drastic effort in reorganizing the delivery system

__that 'we have?

" Twill yield to sﬁyone in the panel. Mr. Raphael. '
. ‘Mr. Chairman, I don’t think you can separate the
issue as you have done there. In fact, I think the kind of partner-

"'~ ship that Mr. Watkins' bill addresses of bringing together both

| farm and rura! interests in the Department and in the programs of
the Department are also an essential. kind of a coalition and part-
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. nership egr obtaining the types of ftinding and resources that rural
- areasneed. - - . "¢ T oo «
. Part of the problems of cuts-in funding in budget are- political
problems where the sirength~and the politi strength and orga-

nization of rural people have been i te to pratect the very
- reasons, I think; for supporting in principle the concepts
H.R. 5024 is slso the notion ofbrggging ther people. . =
- So frequently rural people and farm families have been pitted
against one another as tho\x%h the success of rural development
- was going o be paid for out of agriculture, and I think to dea! with
- - - the kinds of budget funding issues that you raise, that the kind of

- ........bringing together in partnership that is envisioned in that act is a
very important strategy for now and in the future.
r. JONES of Tennessee. Anyone else? Mr. Hill.

Mr. Huw Mr. Chairman, to be very direct in regard to that:l:,es« ,
ut

tion proposal, I think that we would need o be very serious

app .
posedly helping rural America until we define a way to assure that

L mea&e: resources that have been there, so that among a whole set -
of other

rof:riating doliars into existing programs for purposes of sup--

R TP

those doilars wind up where the Congress propose that they would

go.. - L S \
- So I think there is a tremendous amount of importance to deal

with a mechanism for implementation.

Mr. Jones of Tennessee. That's & good point, and I want to rebut
both of what Kgu said in & moment. :

Go ahead. body else?

Mr. Wison. I wouid agree certainly with Mr. Hill. I think this
piece of legislation as introduced simply would streamline getting
the funds to the project, and that's what we are interested in out
there where I live—is not how many channels of Government or
how many offices these things have to be channeled through, but
when the dollars are released from Washington, we need to get
them in the projects on the. ground, so that they are effective and
they help the people. '

I thing this thing, all it would do really is just streamline that
‘method and get that funding out there. We certainiy have to work
te get all the funding we can, but we need to get that funding to
the projects on the ground, where they are intended.

Mr. Jlongs of Tennessee. Ms. Wheeler.

Ms. WueeLErR. Mr. Chairman, the only point that I would make
is that in my perception, the local awareness of their problems and
local ideas were much more creative than I had expected to en-

_counter, and if I had the choice, I would redirect money from the

. programs that exist right now directly down to local organizations

—miﬁ ovemmentsﬁeao--sﬁmuiate-many of the programs and

o ey already have, = T

oo Mr. JonNes of Tennessee. Give me an illustration of what you

___would do in directing money down, Are you talking about the State
“-governinents? . R

.- Ms. WaeerEr. No. ¥'d actually go right down to the local level,

~ Mr. Jonss of Tennessee. Now, what do you mean by local level?

- = M WHERLER, And the way that that can be done would be, you

.. could redirect $20 million out of ARS and $20 million out of Exten-

.. .. sion Service funding and authorize that to be contracted out on &




 subcontract basis through those agencies but mandste them to sub-
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... contract it to local -organizations .and local governments to deal

with rural development questions, and they would then have to
move that money directlyadown. -~ 7 7 '
They would solicit contracts, and they would manage those con-

tracts, but the money would move di down to that level. .
‘Mr. Jonks of Tennessee. Would you put those ‘bids out to

mpie—-to organizations, or to individuals, or how would you

die that? - - - - : ‘
~ Ms. Wazzrxg, Usuaily the way that
thev advertise it nationaily, and I would do it so that organizations
or.jocal governments could apply for it, or they could even get to-

gether and apply together. Sometimes & number of towns want to

&

work on a project in a combined manner. : o

thrd make it quite flexible but make it be available Zirectly to
em. S | .

Mr. Jonss of Tennessee. Anyone else? Mr. Isaacs

Mr. Isaacs. I'd like to address my remarks specifically to trans-
portation, but in a general sense it does relate to rural develop- -

ment, and that is that we have been in the United States a very

‘mobile society for quite some timenow. . . .
.1 think it was indicated by Peggy's remarks that the local areas

seem to be the more imaginative groups that can deal with their
own problems, and & rtation is one of those examples.

- One of the statistics that wasn’t indicated in our report is that
while the availability of an automobile t¢ a farm or rural area—
rural family is reduced, there is another statistic that there may be

 in a single family one car, and lots of times that automobile has to

~ transportation is a very definite resource for urban areas to draw .

go with the head of the household to employment opportunities,

thus leaving the remaining part of the family without transporta- -

tion for health care and other such services and needs that they
may have during the datg.a

. I would like to see ttranspeﬂaﬁoninmralareasisﬁgan
almost the same kind of attention as in urban development. tic

industry and other resources to them, and I'd like to see public
transportation in rural areas start to receive that kind of recogni-
tion. ,

Mr. Joxzs of Tennessee. Thank you, Mr. Isaacs.

Anyone else? Mr, Wilkinson.

My, WiLxinsoN. Yes, this is my opinion. I think we either need to
broaden the mission of the Department of Agriculture and recog-
nize that broader mission in its name, or we need to broaden the

" - involvement of Federal agencies in rural development. S
Lo—-—— - -]t -seems-to me that we are ham gt this point by having
. rural development as a component angencsffcr which that is &
" yety minor part of its mission. Rural deve ;
to'me, as something that is in the national interest that must be
—pursued, and with whatever means are necessary. .

opment stands, it seems

. Mr. Jongs of Tennessce. Anyone else?

“'Mr. Isaacs. I have one comment. I &idﬁ’ﬁ address your initial

- question, which is, what can you do?

With respect again to transportation, I think that, given the fact

- that there is an enormous funding inequity between what rural

cies tend to handle it i,

i
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areas receive in ‘trans'por.téﬁon‘ asgistance and what urban areas re-

" ceive, that some mechanism or some effort onthe part of

to relieve that inequity wqu;:; be controversial indeed but very

hel to the rural areas.
. JONES of Tennessee. Thank you, :

- -Let me summarize what has beeén done here this morning by the

els and the statements we have read. All seem to support H.R.

" 'Wes, I think you have a majority. That's not always true

- The majority of;i\;ou‘-have seen that there is no problem in chang
e.

ing the name of the Department of Agriculture, and ! think that

- most everyone has said that family farmers or family farm groups

~with today who are in the best shape financially, Wes, are those

some supplemental income- to stay in-business.

You have pointed out that some member of the family needs. to
be working in a factory or have a job somewhere else off the farm
unless—that is, if you are in the average size farm that we are
talking about, generally speaking. There are some exceptions to
zhhgg of course, but you touched on that, and you did a good job on
I agree with you 100 percent. The farmers that I come in contact

who are part-time farmers. I think that’s a shame. I don’t think
that's the way it was intended to begin with, but it is a fact; there
is no question about that. o |

There are fewer foreclosures on family farms that have—that are

. part-time farmers today than in any other group that we know

anything about. . ‘ .
blic investment could help revitalize rural America. I've got to

. read some of these statements to know exactly what you mean by

that, because I don’t understand altogether; T wish I did,
USDA, as of now, does not have adequate staff. I think they'd
argue with you sbout that down there, and I don’t know that !

could agree that they do not have ad staff.
m& to improve the iualghty
e the

‘What they need to do is to shift
of staff, and to start to work, and if they had to work like
Members of Co 3 work and the staff here on the Hili, there'd
be semi accom ents made, because we don’t have hours here;
we work.

Mr. Warkins. I endorse what you are sayinuf there.

Mr. Jongs of Tennessee, I thought you would. You probably don’t
want to do it, but you don’t have any choice.

I feel that way about USDA, and I've been around USDA for
many years, and I know about how they and all other bureaucra-

. 7 ¢ies operate, and I find my shortcomings down there with them, no
;7. natter what administration is in power; it doesn’t make any differ-

...duction, L
- Bervices in rural communities are inadequate. 1 want to talk
~"about that in just a moment, bt I'm going to pass that up for the
- time being and go to the deregulation-points-that some of you
~ made about the real strateégy that is needed in rural Americs as
---far-as deregulations-are concerned. - -

e who it ix; they are all just shout alike whe it comes to pro.
 inadequate. 1 want to talk -

_.There is some mer.i to what was said here about deregulation

" today. I think there are some problems with deregulations as I ex-

kit
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perience them, and it may be that we are better off than we were
‘before wé had some of it in the transportation industry, as an illus-
tration. There may be some that are not as well off. -
There are some rural communities throughout the United States
wha are too dependent upon others for sustenance and their wel-
. fare.-Ms. Wheeler, I think you are the one who made that state-
ment, and you gave an illustration. o e
‘1 think that that's an illustration that is well worth considering

and thinking about because there are communities who no doubt

are in that kind of a condition.
Now, I want to point out something about some of these scrvices
that we have now in rural communities that are not being looked

- after; before we get to the point that we need to change the Depart-

ment of Agriculture, before we try to do more for rural America,
and I'm sure strong for that, as said in the early part of this ses-
sonn. .

This subcommittee has been concerned about the fact that we
have not been able tc come udp and agree with the Department of
Agricuiture that more should be done for rural America, But I

want to point out to you that we have some programs ‘here in rural

America today that are in all kinds of trouble.

"No. 1, the rural electrification bill. You may, from where you sit,

_ think it's in good shape; it's not. We worked on it a year and a half

here in the House; we worked on it in this subcommittee for almost
a year and a half, and we got a bill that we passed through the
House in good nrder. But it's still stalemated in the Senate, and it's
got to pass both Houses and be signed by the President before it
becomes jaw. ‘

Uniess that bill is signed, the Rural Electrification Administra-
tion is going to be in all sorts of problems in rural America, and
when the lights go off and the telephones are turned off in rural
g?erica, we will sure see a wilderness out there that we had once
-before.

That's not inevitable. It could happen, and that's something that
1 have bled for through the years, because I was raised in a com-
munity where there was not any lights and where there were poor
telephone services, and we need it, without a doubt, more than we
igz;e ever needed it, because it’s more dependent today than ever

ore.

And then we have some other programs that are just as bad. The
Farmers Home Administration, the program where the lender of
last resort resides, is in poor condition today, and we have the lend-
ing agencies above Farmers Home who are in all sorts of trouble.

== We are in, not dire financial trouble, but we are in the position
. that some of our agencies and. organizations are trying f{o turn

— hack, cut off, deny, refuse to let ig:éof:»le have money to continue
- farming and to continue the way of life that they have chosen.
-~ Much of it is costing & lot today, and it may

. who ave least concerned today more than anyone else, and that's

" the consumer of America. Little do they realize the real problem

. that they face because they are not aware of the fact that it takes
a cow to produce milk; they don't know but what it’s produced in a
chain store; it comes to them in a box; or some other food likewise.

imately cost those -
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- But they are going to find out if we don’t get something done as far
as these lending agencies are concerned. ~ E - -

- Im just lioing to mention those two, because that's enough. We

have got plenty more that are in that same sort of trouble .

| I appreciate more than you know the fact that you all came. We
: are gaing to consider your statements- You have made a real con-
*  tribution to this subcommittee, and we are going to do our dead

__ level best to do ﬂ_xingwit_hwbatyquhave_uid.’rhankynu

' %he subcommittee is recessed until 2 o’clock.
: {Whereupon, at 12:30 p.m., the subcommittee was recessed, to re-
- - convene at 2 p.m.} | |
| AFTERNOON SESSION
Mr. Jongs of .Tennessee. The Subcommittee on Conservation,
Credit, and Rural Development will resume its sitting from the
morning session. o . .
- We are delighted that the Under Secretary of Agriculture for
Small Community and Rural Develogrment is with us this after-
noon as our first witness, Hon, Frank Naylor. . - :

*Frank, I see you have Mr. Phillips with vou. So wearedehghte& o

ou are here, and you may proceed in whatever manner you like.
We are always glad to see you. ‘

* STATEMENT OF FRANK W. NAYLOR, JR., UNDER SECRETARY OF
AGRICULTURE FOR SMALL COMMUNITY AND RURAL DEVEL.
OPMENT, U.S. DEPARTMENT OF AGRICULTURE

Mr. Navror. Mr. Chairman, thank you very much. :

As always, it is a delight to have the opportunity to appear
before you and your subcommittee, and I appreciate very much
your making this opportunity for us to discuss the issues of rural
development in America. | o N
* I have brought with me today Mr. Bill Phillips, who is the direc-
tor of the ce of Rural Development Policy. He is the chief
spokesman and architect on of the Department of Agricul-
ture and, in effect, on behalf of the administration, in coordinating
the rural development activities throughout the Federal establish-

_ ment in the executive branch, ‘

With {our permission, Mr. Chairman, after a few opening com-

. ments, I would ask that Mr. Phiilips summarize the principal

. go:'rétisk within our current strategy activities that we have un-
ertaken. , '

. Mr. Jonszs of Tennessee. Very good.
ENM&G& Thank you, l\gymigsm i R “’ M
A8 you know since you played an important role in r. Chair-
man,%he passage of the %urai Development Act of 1972 and the
_amendments in 1980, the mission of the Dep: ‘

-

am nt of Agricuitun
ehalf-of the mmmmhrmhtheacgm i which-the
Fedetal establishment is involved with regard o rural develop
" . That entire area has progressed and expanded in a wide range
.. -and variety of programs until today the Federal commitment that
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is identifiable to rural America approaches some $19 billion in the
total Federal budget. = : . T

A little over a vear ago, we prepared, as required by the act of
1980, the first comprehensive strategy on rural America, which
~ was entitled “Better Country,” and we have now provided the Con-

‘gress with a follow-up report, “A Partnership for Progress,” which
we feel emphasizes a very significant change in America. - - -
"I think we are seeing an increasing number of individuals, as we

saw in the decade of the 1970's, returning to rural America, look.

ing fgr a better way of life, a better environment, a better work
situation.

" Many of them have purchased land and have become involved in
farming, but today a high percen of the farmers’ economic sur-
vival comes from off-farm sources. The need to provide appropriate
community facilities and the ability of community leaders to be
able to access financial markets and to be able to provide the kind
of leadership and technical support needed for that community is
becoming increasingly important. - -

‘The need to forge a very firm partnershig, an important partner-
- ghip between the farming communities and th
that support them, I think, is growing increasingly significant; not
only from the standpoint of agribusiness but from the standpoint of
creating and deveioying the opportunity for new jobs in areas other
than strictly agriculture, to provide the employment base and the
standard of living that is important in our rural communities.

The strategy in “A Partnership for Progress” which we address
today really deals with those issues and the role of the Federal es-
tablishment.

The easy solution perhaps all too often is to simply assume the
Federal role should be the addition of new tax dollars into a varie-
ty of programs, but in fact, the Federal Government cannot ade-
quately meet the needs that exist in rural America simply by put-
ting dollars out into rural areas.

The biggest single need we have identified as we worked with the
National Advisory Council on Rural Development made up of
members from across the country, more often than not, is technical
assistance and guidance on how to make use of a wide range of re-
sources that exist not only in the Government at the various levels
of both Federal and State, but also in the private sector. If used
wisely, in a coordinated fashion, these resourses can indeed provide
a standard of excellence in many of these small communities and
open the door to a number of new job opportunities.

I believe that in Mr. Phillips' presentation, Mr. Chairman, he

" wilt point to some of these steps, some of the results that have

come from these kinds of efforts, and to the direction and objective
that this administration has undertaken to improve the quality of
__life for our rural citizens. ' R : :

“With those few comments, Mr, Chairman, I'd like to turn to Mr:
Phillips for a short summary of his statement and ask, with your
.. permission, that we be permitted to insert the entire statement in

the record of these proceedings. ' '

_ Mr. Jones of Tennessee. Without objection, the entire statement

-~ will become a part of the record.

rd
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' STATEMENT OF WILLARD (BILL) PHILLIPS, JR, DIRECTOR,
" OFFICE OF RURAL DEVELOPMENT POLICY, U.S. DEPARTMENT

~ OF AGRICULTURE =~ . R

" Mr. Punues. I'm Willard Phillips, Jr. I'm Director, Mr. Chair-
gan, of the Office of Rural Development Policy at the Department

‘e . . Pm grateful for this opportunity to focus the needed attention
, and elevate the level of discussion concerning the ;;robie_ms of rural

The mission of our office is to try to identify rural needs and sug:

- _eg%cﬁvie means of z_n%c;ﬁ?o;} those needs. We do not and cax‘xinot
o ‘the sole responsibility for ensuring rural progress, nor does
--theDegamnent,-mreven-the-l“ederai-mmmmm SRR
uch has happened since Secretary Black established the Office
gf Rural Development Policy. We have now produced two strategy
ocuments. ' o
The first, entitled “Better Country,” found that rural America

has been transformed from a region in decline to a region of rapid

economic and population growth. It found that this new rural
: re%téestsfotheipfrdmw.govemments;ﬁ S

The second stratepy, document, Rurai Communities and . the
American Farm: A Partnership for Progress, found that off-farm
income has become so critical to most farmers’ economic survival
that an economic ership between the farm and the rural com-
mxé‘nit iisessen i mboatx}:d 4 this o, this

¢ help strengthen expand. this partnership, this report
looks to the farmer-owned and operated enterprises to heip break
the boom and bust cycle that plagues many farm operations.

Select Farmers Home Administration loans can be made to help
farmers combine farming with other farm-related enterprises. Our
strategy would help produce results. e

The field offices of the Farmers Home Administration will
supply rural entrepreneurs with information on Smali Business
Administration programs that may be useful in developing new
rurai businesses. ] -

An information exchange on rural business opgortumties will be
initiated by the Department of Agriculture, and the Department
wiil specifically include in its future analysis of farm policies their

: potential impact on the nonfarm economy. )
“There is a need to strengthen rural leadership. To assist in this
B work, “A Partnership for Progress” calls for the following steps:
- --additional management and technical: assistance from a national
: - puk . :
focal technology needs; a Rural cation A :
of the new ‘in telephone service to rural users for

that, the Be%‘értﬁxent of Agriculture wili spend-more on soil ero-
sion control, flood protection, and water conservation. . .

i i bR De ent will improve rural development coardination by
- asking Federal agencies whose .gohcxes and programs affect
-+~ yural areas to submit reports describing their work on behalf of

€8

has created new demands on rural communities and new

oviow by the Federal Communications. Commission:. and, beyond. . _ "
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rural America, and a rural affairs staff position wili be designated
in all appropriate Federal ageneies. -~ .. . - .
...None of these initiatives by themselves will make a dramatic dif*
ference in rural America, but their combined and cumulative effect
-.m:’ily well be dramatic over time. ' '

- ~The Rural Development Policy Act-of 1980 and-the office created
to implement it have made a difference. We have enlisted the help
of other Federal departments. o ' o

The Department of E‘acation last year devised a special policy
for rural education. ' ' '

The Department of Housing and Urban Development has in-
creased rural participation in the urban development action grant
and community development block grant dpmgrmns S

The Small Business Administration and the Export-Import Bank,
- along with our office, began an outreach program to inform small
businesses in rural areas of exxé%rt opportunities.

We joined with the Rural Governments Coalition to sponsor a

series of training conferences for rural government officials in

1983.
We joined with the National Trust for Historic Preservation’s

a
i Tme

" Main Street Center in a program to restore the small towns of

rural America as centers of new commercial growth.

We have sponsored an experimental rural entrepreneurshi
gwject in southeastern Oklahoma designed to create new smali

usiness enterprises in rural America through the development of
new home grown products and technologies. '

We sponsored the first rural applica « ~ of a new negotiated and
investment strategy concept which briay- i ., State, and Federal

officials together as partners in community development, and we |

have pursued an extensive outreach program to educate rural lead-
ers in both the public and the private sectors, including a meeting
in Des Moines, [A, with Secretary Block and representatives from
25 major naiional rural development organizations. Subsequent to
that meeting, we have continued to communicate and work with
these groups.

All of these activities have put rural issues higher on USDA's
priority list. Most importantly, we have tiied to bring rural Ameri-
cans into the decisionmaking which roiect their lives.

There is more that can be done, .t given today's budget con-
straints, I believe we have made the most of the resources available
to us in the last 2 years.

This committee’s interest in nonfarm rural development is criti-
cally important. Working together, we can make life better for the
60 million people who reside in rural America.

- Mr. Chairman, that concludes the summary of the statement. -
~{The prepared statement of Mr. Phillips appears at the conclu-
sion of the hearing.]

- Mr, Jongs of Tennessee. Thank you very much, Mr. Phillips. We
appreciate the statement and your being here.
r. English, de you have an% questions?

Mr. EngrisH. Yes, | do;’Mr. i .

Mr. Naylor, most of the testimony that you all have just given
seems to be directed foward generalities about what the Depart-
ment is doing as oppos~d to what this legislation would do.

b
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- Am I given to-understand that :ﬁ Department of Agricuiture
supports this legisiation? - : -
- Mr. Naviror. No, Mr. English. We have not compieted a review
within the administration nor completrd work on a legisiative

... report on thisspecific legisiation. . . L o
‘ ~We certainly are very appreciative of the substantial interest
-t this bill shows. Mr. Watkins has been involved in rura! develop-

. ment extensively and has very conscientiously worked with us, and

we have worked very well with him. =
. I would have to indicate, however, that we do see some adminis-
trative problems with various isgects of the legislation and ques-

tions that will have tc be resolved. We intend to continue the proc-.

ess of review within the administration and will provide a report
when requested by the Chaivman.

Mr. Encusi. Given what you know about this legislation, I

-~ assume that you have read through it at least and have given it
some thought. Given that fact, is it your understanding that this
legisiation would require additional cost to the Department to
make these adjustment..?

- Mr. Navior. T think obvicusly there is a possibility that that

‘could occur. When you begin to establish new agencies there
always tends to be some overlap as you break agencies into admin-
istrative subdivisions. Other problems might exist. I think the eval-
uation should consider whether the rearrangement of units would
nroduce sufficient benefits to justify whatever additional costs
might be incurred. - B

Mr. EncrLiss. Would additional personnel, be required?

Mr. Navror. Frankly, Mr. English, T don't think we really know
at this poirmt. It would depend on program levels and other changes

: that may well develop in other areas of legislative activity later,

5 particularly with regard to farm lending programs, as next year's

; legislation in farm areas is examined.

Mr. Encuiset. All things being considered equal-—and I think that
is the only way that we can proceed in making an evaluation—I
certainly recognize that things may change, but one of the aspects
of this that I found rather interesting is what Mr. Watkins was
saying this morning, the fact that this is going to free up all those
people in those local Farmers Home offices so that they would be
concentrating primarily on agricultural loans.

That means somebody eise is going to have to be doing the rural
development loans.

" The gquestion that I have in mind is, if we are going to have all

the rural development loans? . .
~ Mr. Navror. Mr. English, as I understand the content of the bili,
I'm not entirely sure that would be the case, because I believe the

- still left in the local Farmers Home offices. .~~~ N

© - Community facility and B&! leénding activity already resides in
. onsydistriet officen; so I am doubtful that this proposal would mate-
riaily change in many cases the worklioad faced by local offices. 1
_ 'ii;in we again need to evaluate precisely what the impact might

r;} O

T -these people freed up to do primarily farm loans, who is going to do

- ginglefamily housing loans, which is the biggest volume item, is - -




66
Certainly there is the. risk of some additional administrative
complexity and expense and perhaps some addition of personnel.

Mr. Encuisn. So-if there is no relief for that local office, then
that particular attention that I mentioned, from what you under-
stand, would not be there as the bill stands now. S ‘

- Mr. Navior. There would not be great relief so long as single-
family housing is a responsibility of the local office in addition to
farm lending. It is the biggest single time consumer of our local
office ‘activities, and a8 good deal of our community facility loan
work is already done at the district or State level.

Mr. Encrisy. What advantage do you see then as far as the legis-
lation is concerned? What would be its principal attraction? =~ =
Mr. Navior. I think, if I understand the intention of Mr. Wat

kins, the intent of the bill is to focus attention on rural develop-
ment in a separate way and give it a separate identity; to focus at-
tention on specific responsibility. Currently, it is only a part of the
broad responsibility of some 30 lending programs now in the Farm-

-ers Home Administration.
C rtainly—as Mr. Watkins joins us--certainly his interest and
- understanding, in.coming. from..a rural area, is quite good. He

knows the organization and the pressures that it faces.

- But as | indicated, we have not vet formulated a view within the
administration on the bill. There are some questions on the admin-
istrative side that still have to be resolved before we are prepared
to take a position.

Mr. Encuss. Mr. Chairman, I ask unanimous consent for 3 addi-
- tional minutes.
Mr. Jongs of Tennessee. Without objection.

- Mr. Encuisi. What you are telling me then, from what | can
glean through what you have just said. is that the principal attrac-
tion is that it highlights the question of some of the rural develop-
ment programs. Is that right? .

- Mr. Navior. It certainly does that, particularly the larger scale
community-related programs and some of the larger scale multi-
family housing aspects, as we understand the content.

Mr. Encuisx. So that would be the town portions?

Mr. Navior. Yes, yes—community facilities, water and waste—
in that area.

Mr. ENGLISH. And can you think of any other benefits then that

would be derived?

Mr. Navior. Well, I can’'t speak for Congressman Watkins, but
certainly——

- Mr. Encriss. Well, 1 know, but vou are from the Department of

. Agriculture, and you are the one that has the responsibility of car-
“rying out the legislation. .
- Mr. Navior. 1 think the assumption is that it would eniist some B
staff to specialize in rural development activities. It wouild remove :
-..— Some constraints that come from multiple responsibilities and ac- -
tivities on the part of FmHA staff Tthey are now responsible for
- the entire scope of program activity within the agency, which is
. some 34 different programs. It is a heavy burden that we put on
our people.

Mr. Engrisn. Where would those people come from that are

going to be doing this specializing, Mr. Naylor?

ey
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. Mr. Navior. As we understand the proposal, they would come

out of our district offices; which is our second level of supervision. B

Mr. Enxguisy, So thegawouié.he taken away from other programs.

Mr. Navior. They have additional responsibilities currently in
~_addition to what is proposed here, yes. .. o

Mr. Encuss. So those additional responsibilities would be taken
away from them and given to someone else? ~ . | ‘

.. Mr. Navior. One of the reasons we have some eon'eernabbuttﬁe ,
administrative a?ectf is that it does take our second line of super-
o

- vision in our field force out of position, yves, and that would have to
- be replaced in some fashion. | ‘

~ Mr. Excush. OK, we are going to highlight some of .the rural de- -
velopment aspects of the Department of iculfure, particularly

those that apply to communities, and we are going to take some
people and have them specislize in these particular aspects and
take away from them their present responsibilities so they are able
to do that, as I understand it. -

What additional benefits do you find? |

Mr. Navior. I think the elements of the bill exist today already
inn the De ent. The manpower is there, the responsibilities are
there and, frankly, I view this as the principal feature—the oglpor-'
tunity to focus attention on rural development, to have specialists
in some of these categories.
- The tradeoffs may well be additional manpower and administra-
tive expense requirements. As I said, Congressman, we simply have

not completed an evaluation to know whether we are in a position

to support the legislation or not.

Mr. Encuisi. Mr, Chairman, I may have some additional ques-n

tions, but we have other members present. Thank you.

‘Mr‘; Jongs of Tennessee. Mr. Stenholm, do you have any ques-
tions?

Mr. Stenxowsm. No guestions.

Mr. Jongs of Tennessee. Mr. Evans, I guess not; you just arrived.

Wes, would you like to particigate?

Mr. Watkins. I would appreciate it.

Mr. Naylor, Mr. Phillips, I appreciate your being here. I have
read your stra at great length, and I appreciate your recogniz-
ing, I think for the first time, in a printed form, the tie between
agricuiture and rural communities, the fact that about two-thirds
of the income of the American farmer comes from other than farm-
ing, and the need to have jobs close by in rural communities in
order for them to be able to stay in farming. .

R ~1t's a sad state for us to be im; it's really tragic, but we have
::i—— - farmers having to subsidize American consumers by the fact that
they have to work off the farm, but that’s the problem we have
today in a%x'eicuiture, and it has been coming on siowly but surely.
" " “One of the key things I think we have got to do for everyone is
- e gble to-previde support, cashflow to keep going, so that we can
- stay in business, if that is what-our desire might be.
" 'Iu order for them to do that, our delivery system has always
. beer very, very important, and of course the Farmers Home Ad-
ministrafion has been the key delivery of financial programs.
‘Would you agree that there probably could be some streamlining
" in the Farmers Home Administration in order to better serve the
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. farmer and rancher and possibly. be able. to better serve the small
rural communities that we have the responsibility and we have the
mandate by the Rural Development Act of 1272 to carry out rurat
development? : : . : ' SR

I think we might do some streamlining there to let that be a

- ‘%eﬁiﬁent:deiive y system. - : -

' . Navior Mr. Watkins, there’s no question that we aren’t -
trying to move toward greater efficiency and more productivity. I -

think one thing we have to keep in mind, however, is the enormous

growth of the Farmers Home activities in just the-last f-or_7 years.

When I left Washington in 1977, the Farmers Home Administra- T
tion portfolio was $27 billion; today-it's almost $60 billion. The .=
number of customers and pecple that wé serve in rural America’
has gone from a little over 1 million to 2 mx’liior_&; that’s quite 2
jump. : - RS

Mr. Warkins. Then you are saying to me that Farmers Home— A
-the supervisors there have got such a great diversity out there for \
carrying on a number of different programs that it is basically A

nearly impossible for them to carry out? - SN
... Mr. Navior. We.are looking for better ways to do- that. One of 0

the ideas which we have discussed with the Chairman and with - <

you, Mr. Watkins, is we are increasingly seeking some partnerships L
with the private sector to assist us on loan activity and loan portfo-
lio management. We are experimenting in that area on a pilot
basis now with commercial banks helping us on loan supervision,
chattel checks--that type of thing—which probably is the most
practical solution to many of our staffing problems.

Mr. WaTkins. Let me ask you—and I have suggested, too, some
methods for guaranteeing loans on housing that would be able to
assist—not having to put so much time and effort in on the Farm
Home man so that he—he or she—so they could serve the farmer
and rancher better because having an agriculture background and
having been a farmer, like the chairman, I am deeply concerned
about what happens in agriculture and how we get a delivery
system more efficient.

There is no question, I think you would agree, that the efficiency
of the Farm Home man has been hurt in delivering the services to
the farmer and rancher because he has got so many other pro-
grams that he is having to administer. Would that be a logical
statement?

Mr. Navior. Certainly our county supervisor, with the housing
and the basic farming loans—-—

Mr. WaTtkins. It wouldn't hurt to just say yes or no.
gi'Mr. Navior. Well, you have to qualify it a little bit, Mr. Wat- .

ns.

- .As you well know, we have moved a lot of our specialized loan
_....activity up to the district Ievel to relieve the local county official
- .- -from having that responsibility for exactly the reasons that you are
- pointing out.

... Mr. Watkins. Basically, they shifted a lot of the community pro-

‘grams, like muitiple housing and water and sewer, and many
areas—many States have already adopted shifting those to the dis-
trict level, so anyone who might fear very much that personnel
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o doing something other than that already—that many areas are al-
. ready doing it. ‘ :

Mr. Navior. That's quite correct. Most of those programs are-

currently handled at the district level, but district directors alse

. have some supervisory responsibilities over the county offices, so

:geg do have some additional duties that would have to be account-
or.

Mr. WaTxins. That's one of the key things that I am trying to do

‘with the bill, is trying to make it much more efficient, not trying to
put any priorities over any other phase of the bill, but a coalition

of allowing the farmers and ranchers and the people in rural com-

munities work together fo heip rural Americs.

Rural Americs is agriculture, yes, but it is also mra} areas, and

if we don’t have both of that supported, I think we may end up per-
ishing in years ahead by not having that type effort. So that's one
of the things I'm looking at in trying to work with this bill.

I know out in the grassroots of America, I think that there is s
tremendous endorsement of this particular bili. I hog? the adminis-
ti:;ation might look it over. I know that they are looking at various

But it's kind of like the enterprise zone. I'm very ha;i) y that you
all are on board, fully backing the enterprise zone bill, but when
‘we sat right in that same place about 4 years ago, basically the tes-
timony was against it.

But we found, I think, that we in rural America deserve the
same potential of fairness and equity as the people in the urban
areas, but we all have to work together, the people who are farm-
ers and ranchers and the people in rural areas. )

I think by having this and structuring it and streamlining it, we
can find ourselves a much more efficient, much more capable type
of staff working, and not taking away from anyone but having a
much more streamlined position out there.

I appreciate very much, Mr. Chairman, the opportunity.

Mr. JonEs of Tennessee. Thank you, Wes.

. Frank, I have a question I would like to ask you. If you want to
comment on it today, you may do so, or you may let me know by
mail—either one,

Mr. Navror. Thank you, Mr. Chairman,

Mr. Jones of Tennessee. I think that you know that we have
beent hearing today from a good maniagroups, and they are well
respected advocacy groups, and they ve leveled a good deal of
criticism at last year’s and this year's Rural Development Strategy
Report that has been issued, and.{ have a copy of it here before me.
"' . Twould be interested to know what your opinions are about why

so many people have been so outspoken and critical of this report,
or these reports. '

- If you agree, tell us what plans vou might have to try to update
"that or improve it in sonie way or other.

.- Mr. Naveor. Mr. Chairman, I would be happy to do that, and I

' mect we should expand & bit and provide you some additional
= bag nd for the record, with your permission to do so.

I think it depends to some degree on the perspective. We certain-

- ly have had a wide range of participation in preparation of the

. strategies by many leaders—national leaders representing groups
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‘like small towns and townships that are leaders in the rural com-
munity area of government. We have had leaders of the communi-
ties themselves as major participants in the development of this
strategy. They have assisted in determining the directions in which
we are headed. We have had supportive comments and activity
fromythem. . . o . .. i oo o . :

On the other side of the coin, we have had some criticism from,
for Wle, farm organizations, that with the division of our time,
as Mr,
ties in rural development as opposed to meeting the very substan-
tial needs of our farmers right now, particularly during the spring
lending season. So we have heard some of that kind of criticism
leveled at us in this area. - o

But I think it is a fair question, and I think for your purposes
and for the record, if we might, I would ask that we expand on it
and give you a more extensive answer and identify some of the
principal parties and their views.

Mr. Jongs of Tennessee. Very good. I would appreciate it very
much if vou would do that.
~ Mr. Navior. Thank you, Mr. Chairman.

Mr. Jongs of Tennessee. Thank you.

{The information follows:} .

Mr. Chairman, two kinds of groups have testified today—farm groups and noen-
farm rural groups. Historically, the farm groups have never -foculeg on rural devel-
opment as & solution to farm problems. As one would expect, farm groupe have con-
centrated on traditional farm solutions—commodities and commadity programs—to
farm problems. Since rural development is not in their frame of reference, the two
rural .sgdve_inpment strategies did not appear to address the rural situstion as they

T .
p?As the 1980 Rural Development Act intended, the two rural development strate-

gies are policy reports. The nonfarm rural groups are interested and looked for
these strategies to establish a gian for money and programs for rural Amer-

d
ica. This administration. as well as is committed to reducing the deficit.
The primary reason for their criticism, I belisve, is that we bave produced a policy
. statement when they hoped for & t commitment.

We understand the actions we could take that would make us very popular with
groups you've heard from. But we can’t do it. We have to find ways o accomplish
more with resources that are available. We're doing a good job of that; testimony at
this hearing bears this out.

Also, our new rursl development mwggerepuﬁ has been commendsad by both
farm and nonfarm groups, as well as Members of Congrees, for forging the policy
jink that ties farming and the rural community into a cohesive unit. The Secretary
and I are committed to strengthening both sectors.

Mr. Jonss of Tennessee. Does any other member of the subcom-
mittee have a question to direct to the Under Secretary?
Mr. English. . S :
..... .Mr. ExcrLisH. Mr. Naylor, the one thing—I mentioned it this
" morning;” 1l ‘mention it again to 'you'iéyou may not have been
here—that troubles me sboutf this le?ie tion, zfsggyears by infer-
ence at least, and maybe by the very language itself, to elevate the

... rural development programs, nonfarm programs, as far as priority

is. concerned, to those of agricuiture p , traditional farm
. income programs. [ think that that would be a very serious mis-

" " People who live in rural communities depend on agriculture for

their living, whether they are running a small country store, or

- whether they are actually out there on the farm.
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‘Agriculture is the No. 1 industry of tlus country, it's the No. 1

export of this country, and if we are going to penalize agriculture,
. and I think with today's lir-ited resources, if we are going o ele-

vate other programs t¢ that = sel, that is in fact what we are going
to be doing, is penalizing in future years, because of those limited

. -resources—then I think that that might be a rather shor_hsighted

approach to take. . - : o .
It appears to me that as long as our agriculture programs are in

trouble, then our rural communities are going to be in trouble, and

that if we turn away from that, then we are in fact going to be
asking for some very big problems in the future.

- Would you care to comment on that? Do you agree with thét ap-

proach or not? : : :

Mr. Navror. Mr. English, I think that would probably be appro-
priate for us to put in a legislative report because, quite frankly,
that is one of the issues that doesn’t have partisanship to it. There
are very divergent views, as Mr. Watkins knows, and you know,
and the chairman knows, as to, for example, the name of the De-
partment and the role it should play.

' ‘Mr. Enxcuisu. That is what we are talking about then?

Mr. Navior. Yes, it is. N : ~
- Mr. Enxcuisi. You would agree that indeed what we are talking
about doing is elevating nonfarm pmgrams as far as priority is con-

cerned to equal to that of agriculture

Mr. Navior. Certainly I can’t speak for Mr. Watkins, but the
intent it seems to me is to focus a greater degree of attention on
rural development and raise its profile. Clearly that’s the case;
whether or not that's appropriate is the issue really before the ad-
ministration. We just aren’t prepared to take a position yet, but we

‘will and we certainly will provide an appropriate report as request-

ed.

Mr. Excusy. OK. Thank you very much.

Mr. Jonss of Tennessee. Thank you, Mr. English.

The Chair recognizes Mr. Glickman.

Mr. GrickmaN. Thank you.

Frank, I'm sorry I wasn’t here for your entire testimony, and I
appreciate the introduction of this bill by Mr. Watkins, because I
think it reflects a lot of frustrations out there about the implemen-
tation of programs.

But I would ask you this question. One of the things that often
happens in Congress is, when we get upset or frustrated about
something—how it gets done—our tendency is not to deal with sub-
stance but to deal with reorganization.

— % Semetimes, however, reorganization does produce results because

it-shakes people up and moves their chairs around, and that's

.useful sometimes.

But T guess my concern about all of this is that I would worry if

e got so involved in reorganization that, in the process, we ended
up with a department that didn't necessarily have any more clout

vis-a-vis the rest of this Federal

y cy.
“ - ¥ou see, I see the biggest problem with the Department of Agri-
~ culture is that it has become a sub-Cabinet department not a Cabi-

net department, that you don’t have the clout that other agencies
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of Government have, and T wonder if you might want to comment
on that and aiso as to how this might affect that issue. :
_Mr. Navior. Mr. Glickman, I dare say that there are some other
- Cabinet officers that would not with that viewpoint, consider-
ing our Secretary’s success in looking out for farm interests, includ-
ing programs like the PIK Progran:. , . :
Certainly, though, it would be unfair to isolate rural develop-
ment programs solely to the Department of Agriculture. The truth

is that virtually all of the major Departments in town have specific .

proggs}.p;s which do in fact deal with very important segments of
TUrai iiie. : .
The Departments of Education, Health and Human Services,

- HUD, and Commerce just to name a few, have major programs and. -

major allocations of resources that go into those areas.

One of the weaknesses, I think, that tends to occur in the Feder-
al establishment is we don’t coordinate and see that those re-
sources are used wisely, and that is one of the principal roles that
Mr. Phillips’ organization serves. The negotiated investment strate-
gy, which is referred to in the strategy, is a good example of what
can be done in this area.

~ it has not been unusual, in my experience, to see us develop a
project—in the area of water and sewer, for example—where sever-
al agencies have conflicting regulations that make it virtually im-
possible for a rural community to take advantage of or effectively
use funds,

Probably the biggest challenge is to eliminate those barriers and
to do a better job of making good use of the considerable funds that
are now available.

Mr. GuickMAN. OK. I'm open on this bill. I want to talk tu my
colieague from Oklahoma about it. I want to make sure that it ac-
tually does improve the substance of operations.

I wouid make a point. During the Nixon years, he proposed
something that was very controverwal; he pro , 8§ you may
recall, combining Cabinet-level departments, and in the agriculture
area, what he proposed to do is basically combine the Department
of Agriculture and the Department of Interior to have a super de-
partment on natural rescurces in this ccuntrty, and that of course
was opposed very strongly by farmers and farm groups for fear
that it would deteriorate their position in this Government.

But what I have seen happen in the last several years is that the
clout of your Department—not just in this administration; it has
happened in the last 15 years—has diminished, I think, vis-a-vis
the rest of the Federal Government, and anything that Mr. Wat-
kins' bill can do to try to elevate not only internally—his bill is fo-
- cused intermally; I'm just as concerned about external—the power
of the Department of Agriculture to influence policy in this coun-

try. I think it is a useful exercise we are going through.
- Thank you, Mr. Chairman.

"7 Mr. Jones of Tennessee. Thank you, Mr. Glickman.

Mr. Warkins, If the gentleman would yield, if we can work with
rural development, which is mandated in 1972, for our small
-mayors, town commissions, small school boards, county commis-
sioners, and all like that, back in the agriculture bill, because we a
stronger strength of rural development with that effort, we wiil be

s




73

- able to pass ag bills a lot longer in this Congress than we will be
any other way. . o :
Mr. dJongs of Tennessee. Does anyone else have any questions?
If not, thank you very much, Frank, and Bili Phillips, for being
here with us, and the Chair will reserve the right, Mr. Secretary,
to write you for any questions that may arise that we would like to
. have a report on, that we did not discuss in detail here today.
: .:Mr. Naveor. Thank you. You are most kind to hold these hear-
ings; I commend you for it. It is always a privilege to have the op-
portunity to appear before your committee. . o
Mr. Jones of Tennessee. Thank you. It’s always good to have you.
The first panel this afternoon is the rural development group:
Mr. William E. Murray, with the National Rura! Electric Coopera-
tive Association; Mr. A. David Rally, Public Works and Economic
Development Association; Mr. John Ladd, executive director of
Mohawk Valley Economic Development District; Mr. Charles
Boothby, the executive secretary of the National Association of
Conservation Districts; Mr. John Montgomery, National Rural
Water Association; Mr. Edward G. Bell of Southern Mercantile
‘Group; and Mr. Rudy Arrendondo of the National Association of
Community Health Centers, ‘
Gentlemen, we are delighted that you are here.
Biil Murray, it looks like we may lead off with you, because you
are the first man on the list here today, and may I say that we are
‘glad that you are here, and you may proceed.

STATEMENT OF WILLIAM E. MURRAY, LEGISLATIVE SPECIALIST,
RURAL DEVELOPMENT, NATIONAL RURAL ELECTRIC COOPER-
ATIVE ASSOCIATION

Mr. Murray. Thank you, Mr. Chairman. [ appreciate that defer-
ence to age.

I'll summarize my statement and ask, if it's ail right with you, to
have the statement in its entirety put in the record.

Mr. Jonrs of Tennessee. Without objection, it will be made a part
of the record.

Mr. MURRAY. My name is William E. Murray, and I'm legislative
specialist for rural development for the National Rural Electric Co-
operative Association.

We appreciate this opportunity to express our views on H.R. 5024
and the Rural Development Strategy Report update which are the
subjects of the subcommittee's hearing.

AR At their annual meetings this year and last, the NRECA mem-
-~ bership voted unanimously for resolutions. cailing for the restruc-
- turing of the Department of Agriculture’s rural development re-

_ sponsibilities along the same lines as called for in H.R. 5024, and
the- resolutions—parts of them—are in my statement; I won't
~~repeat them. '

. .ﬁe believe that the bill weuld not only enable USDA to imple-
ment its rural development programs more efficiently, but it would
~.» alsg eliminate the dissatisfaction that farmers and ranchers have
with Farmers Home because of its schizophrenic and competing
farm and nonfarm roles. I think the farm organizations pointed
this out this morning.
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- oo Ascording to-the hili’s author, Representative Watkins, few addi-
tional personnel would be required in this restructuring proposal.
Farmers Home staffers responsible for rura! development would
continue their duties as employses of the Rural Development Ad-
..ministration. - L e

The bill also calls for the renaming of the USDA, the Depart- '
ment of Agricuiture and Rural Development. We believe this is ap- -t
propriate since it would more accurately reflect the rural develop-
ment mission of the Department in addition to its agricuitural mis-
sion. : , - \

- Having had some experience with changing names, I don’t agree
--with Shak that & rose by any other name st'nketh as pretti-
ly. I remember when we tried to change the name of Farmers
Home to Farmers Home and Rural Development some years ago,
Chairman Poage was very much against that and pointed out you'd
have to change all the signs. That proposal didn't get very far.

While we support the name change, we wouldn’t be a bit sur-
prised that it will have a lot of trouble. o -

In the Rural Development Act of 1872, Co made it very
clear that USDA was to be responsible for the leadership role
among all Federal agencies and departments for rural develop-
ment.

. It was given the task of coordinating Federal rural development

efforts. Therefore, it seems logical to us that the Department's
name shouid reflect this role, Further, it would reflect the fact that
the Department is concerned with some 54 million rural residents
in addition to the Nation’s farmers.

Speaking of the Rural Development Act of 1872, originally the
name ¢ e was in that act, and some farm organizations decided
that they didn't think that was a good idea, so it was stricken.

Among the advantages of restructurin%, in our opinion: it would
serve to upgrade rural &evg{.opment. at USDA and nationally. All
signs now are pointing to a downgrading.

‘An obvious example is the administration’s budget for rura] de-
velopment programs at the Farmers Home Administration. Com-
pared to the 1980 Farmers Home budget, for instance, the trend is
dramaticaily evident. ,

The 1985 proposal of $2.9 billion is $8.7 billion under the 1980
budget. In addition, the administration has drastically cut financ-
ing for rural facilities, housing, and job creating, and job saving en-
terprises.

R -In-the case of the Business and Industrial Development Loan
- — -Program, which is one of the few sources of credit for rural busi- e
2. nesees, both farm and nonfarm, the administration is seeking to. i
Lo ?hase it out completely. It also is considering combining the funds
= for other rural development programs into block grants and turn- :
-—-ing-them over to the States to distribute. - - - : e
- The legislation, in our opinion, would help stem the erosion of .=
“7 pural development and give it 8 new and higher priority at USDA. "
.+ .~ Farmers Home Administrator Charles Shuman has been quoted o
as saying that he would “like to end the programs for business and
in;igst?r, greatly reduce those in housing, water and waste, and in-
crease lending in the farm area.”
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A5 far as we can observe, Mr. Shuman is having his way at

Farmers Home, and with Farmers Home's top man advocating the
reduction and/or elimination of the Federal Government'’s primary
rural development assistance, the outlook for rural development is
 not very promising. .- . L )
| - Actually, Mr. Shuman’s views make the argument for separating
e Farmers Home's. farm and nonfarm activities and putting the
latter into a rural development agency as H.R. 5024 proposes.
I see the red light is on. Does that mean I'm finished? -
. Mr. Jonss of Tennessee. No, sir. You go ahead and proceed.
Mr. Mursay. I thought I had timed this for about 10 minutes,
© .~ . but mavbe my watch wasn’'t working.

In regard to the rural development \strétesy‘, by ﬁvay of back-

ground, I would mention that NRECA was the first organization to
come out in support of the Rural Development Policy Act.

The day after its authors, former members of this committee,
Representatives Richard Nolan and then Representative Charles
Grassley, introduced the bill, the NRECA membership at its 1978
annual meeting unanimously endorsed the legislation.

- Compared to the dimensions of the needs of rural America for

‘jobs, for housing, and for community facilities, the accomplish-
. ments described in the strategy report seem almost irrelevant and,
of course, it was the rural development policy bill that mandated
that USDA develop a comprehensive strategy and submit a report
- each year.

The administration strategy is not without its irony. For exam-
ple, it is seeking to divert hundreds of millions of dollars from
. rural development programs to farm loan programs. We are cer-
tainly not against the farm loan programs getting all the money
- they need, but this tells us that rural development has a low priori-
ty at the department, The Farmers Home Administration, it seems
to us, should request these additional funds in supplemental appro-

priations and not take them from rural development.
In a press release accompanying this strategy update, Secretary
Biock stated: -

We must strengthen the partnership between the 5.6 million people living on
farms and their 54 million rural non-farm neighbors. Today, the average farm
family receives two-thirds of its annua!l esrnings from off-farm sources.

In the light of the Secretary’s words, it would seem to us that he
would ask for additional farm loan funds so as not to further de-
_ plete the financing available for economic development, which he
_____ points to as closely related to the interests of farmers, and I think
oo Mo Naylor mentioned that. - o o - :
" There is a critical linkage, it seems to us, between farming and
rural development.
.. One could get the impression from reading the strategy report
that rural development is making huge strides at USDA and at
... other Federa! establishments.- The evid we see, however, con-
.. vinces us that just the opposite is the case. . .
" The evidence tells us that rural development is being seriously
downgraded and neglected, which could prove to be a very short-
- gighted and costly policy, both in economic and human terms.

80




76

The first 2 years of thisdeéade,‘ according to‘the-Ce'nsus ‘Bﬁreét,
have seen a siowdown in the growth of population of rural Amer.
Jica.-Many rural counties are still losing pepuiation. No longer is

rural America growing at a faster rate than urban. The first 2 |

.years of 1980, rural areas have grown very slightly. o
This brings us to the point that the migration of miliions of dis-
piaced farmers and rural residents to urban areas served as the
gress in the 1960's and 1970's. - :
The objective was to siow the shift in population from rural to
urban, which was causing sericus probiems for the Nation as a

main reason for the rural development programs initiated by Con-

whole, - as demonstrated by dying rural communities and over-

crowded cities where rural migrants sought jobs but often had to
settle for welfare. . : :

I think it is important to point out that in the Agricultura! Act
of 1970, Congress declared that maintaining a sound balance be-
tween rural and urban was & top domestic priority and that “the
highest priority must be given to the revitalization and develop-
ment of rural areas,” which means to me that Congress declared in
1970 that rural development should have a high priority. . .

In the early 1970's, the migration reversed itseif, and rural popu-
~ lation began to grow again for the first time in the 20th century.
- Certainly some of the credit for the turnaround must go to the Fed-
eral rural development assistance made available by Congress.

Unfortunately, rural development is no longer a matter of urgen-
cy. The administration is ignoring the needs of rural America, and

the once high priority for rural development has slip to the -/
lowest point in 30 years. In our opinion, the potential for another -
flood of millions of rural people to the cities is now in the making.

The combination of high rural unemployment and underemploy-
ment plus an agricultural depression will eventually force mii?ions
- of foreclosed farmers and jobless rural residents to leave rurai
areas uniess we have an effective strategy to stabilize the popula-
tion of rural America,

Thank you, Mr. Chairman.

{The prepared statement of Mr. Murray appears at the conclu-
sion of the hearing.]

Mr. Jones of Tennessee. Thank vou very much, Mr. Murray, for
a very good statement.
- If you would remain, we would like to hear all of the panel mem-
bers before we proceed with questions,

‘Our next witness is Mr. A. David Rally, Public works and Eco-
- nomic Development Association.

Mr. Rali

Mr. V.
'‘Mr. Racry. Mr. Chairman, I don’t have a statement. My purpose
. ih being here is to assist Mr. Ladd in responding to questions from
--{he subcomimittee. -
- Mr, Jongs of Tennessee. Very good. We are delighted that you
are here anyway, and if you have ag statement, we will be glad to

:::. . hear.you when Mr. Ladd has finish

Mr. John Ladd, executive director, Mohawk Valley Economic De-
velopment District. -
Mr. Ladd, you may proceed.

&1
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STATEMENT OF JOHN M. LADD. MEMBER, BOARD OF DIRECTORS.,
PURLIC WORKS AND ECONOMIC DEVELOPMENT ASSOCIATION,
ACCOMPANIED BY A, DAVID RALLY |

Mr. Laop. Thank you, Mr. Chairman. It isa p{easuz'e to be here.
- My name is John Ladd. | am here to represent the views of the
Public Works and Economic -Development Association. I am past
president of PWEDA and presently serve as a member of the board

of directors. I am=also executive director of the Mohawk Valley =

Economic Development District, located in Mohawk, NY.
On behalf of the membership of PWEDA, [ want to thank you for

the opportunity to testify on H.R. 5024, the Rura! Development Re-

urgamzatmn Act of 1984.

Qur association was formed in March 1981 for the express pur-
pose of advocating economic development programs that create or
save jobs. Our membership consists of muiti-county organizations,
more commonly known as economic development districts, smali-
to medium-sized business and industries, and local elected officials.
We believe that economic development is good for the country
. .because it promotes jobs, hence, we support any effort or mxtxatwea
that lead to that end.

For that reason, we support the concepts contained in H.R. 5024.
We feel that the idea of focusing on efforts to promote jobs in rural
America is a good one because the rural scene has changed over
the vears. Therefore, it is timely that a bill such as Congressman
Watkins has introduced is now being considered.

The situation in rural America has, indeed, changed during the
past couple of decades. Until the 1930's, domestic farm policy em-
phasized research and extension with the self-supporting Federal
Land Bank Program providing long-term credit needed for farm
purchase mortgages.

Soil, plant, and animal scientists were seeking te improve yield,
gquality, and disease resistance with their findings, continually ap-
pearing in how-to bulletins, mostly available to farmers at no cost.

The rural population was basically farm oriented, consisting of
farmers, farm service establishments, farm marketing enterprises,
and farm-dominated local governments.

The 1930's Depression fell with particular severity on farmers.
Farm prices were at or below cost of production, with the resultant
threat of mass displacement of farm families from their land.

The original farm price support and production control programs
were designed to resuit in farm prices that would provide farmers
with enough income to stay on the farm and weather the Depres-

" sion. These programs and the farmers’ own efforts made it possible

for most farmers to survive the Depression. Farmers were then
- able to produce enough to feed the country and much of Europe
._._dm-mg Warld War II and its aftermath.

Today, however, the rural scene is vastly changed, and it has
~ become more and more evident that rural is no longer synonymous
. with farming; at least farming on a scale large enough to be consid-
ered sole source of income for the rural resident.

Farmers now comprise only approximately 16 percent of the
rural population, witg retirees and nonfarm enterprises, including

L
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‘their employees, overshadowing farmers in numbers and in estab-
lishing local government policies. . ' L

For example, in 1950, of 54.2 miliion rural residents, 23 million,
or 42 percent, lived on farms. Also in that year, income from farm-
- ing, at- $14.1 billion, accounted for 69 percent of the total .personal
income of the farm population. - - ' - BPL :

By 1982, however, data shows that of the 59.6 million rural resi-
dents, only 5.6 million Bved on farms. These 5.6 million rural resi-
dents operated approximiaiely 25 million farms. Yet, of these 2.5
million farms, only apprnirimately 300,000 could be classified as

full-time farmers. The other 2.2 million farm families derived well =

over half of their income from nonfarm sources. '

On the other hand, these past 50 years of scientific progress have
made our Nation's farmers the most productive the world has ever
seen, but along with the tremendous increase in productivity has
come a sharp size stratification in farm operations, with some two-
thirds of the total farm output coming from approxzimately 10 per-
~ cent of all farms. This is because the trend in farming has been
toward the large corporate furms which specialize in growing
wheat, corn, cotton, and soybeans. - : S

‘The scale of these operatioas is so large that the small- and
middle-sized farmers can no longer generate an adequate income
from their limited acreage. Consequenrtly, this kind of farmer in-
creasingly has to turn to other er.leav.rs, primarily an off-farm
job, to maintain an adequate income.

‘Income from farming is inadequzic ¢ maintain a reasonable
standard of living for the small- anu edium-sized farms, which
farms account for 9 of every 10 in the United States.

- This accounts for the fact that in 1983 two-thirds of all personal
income for these smaller farms came from off-farm sources princi-
pally in the form of wage and salary jobs. This development has
resuited in more and more attention being directed toward rural
economic development in order to provide more jobs in rural areas.

Today, we have a situation where the benefits of farm price sup-
port , costing more than $20 billion in 1983, now are con-
g'en:ra in the approximately 300,000 very large farms noted ear-

ier.

The other 2.2 miilion farmers, because of the smaller scale of
their operations, receive little income benefit from these price sup-
port programs. They therefore look to off-farm jobs—about one per
family—to maintain their level of living above poverty levels.

- If the Department of Agriculture is to carry on with a mission of

© " maintaining farm operator income, this cannot be.done. via. farm

price support programs alone. Helping to assure the availability of
good grade off-farm jobs would maintain more farm households
__income than practically any medlification of current farm price sup-

ports.

* Even without assuping any responsibility for elivery of Federal
~ services to the 90 nt of residents who are not farmers,
» - the USDA, by assisting local governments and develogment organi-

zations in their efforts to increase off-farm jobs would find this the
least costly and most effective way of maintaining farm income
nd farm output frofn 90 percent of all farm families.

&3
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Accordingly, we think there is a need to focus attention on rural
deveiopmeni with the objective of providing at least one job for
each of the farm famxlxes that eomprzse a0 percent of the farm

‘»commumty .

‘H.R. 5024 is a step in that direction, and we appisud Congreqs
man Watkins for his wisdom and foresxght in introducing the bill
and your subcomimittee for giving it.consideration. at this hearing.

Since the basic concept of H.R. 5024 is rural economic develop-
ment designed to create jobs in rural America, we can support the
bill and will offer two suggestions to help bring that basxc concept
into reality.

H.R. 5024 recognizes the need to focus at least part of the De
partment of Agricuiture's attention on rural nonfarm development
by separating its activities into farming and nonfarming rural de-
velopment.

In view of the changing agricuiture scene, it would appear that
the concepts embodied in H.R. 5024 are a logical reaction to the

__changes referred to earlier and, therefore, would fall into the cate-
gory of “an idea whose time has come.”

‘We note that the bill makes no reference to the area develop-
ment assistance planning grants program administered by the
Farmers Home Administration under section 111 of the Rura! De-
velopment Act of 1972—Public Law 82-419.

This program was developed to provide individual units of gov-
ernment and multicounty planning organizations in rural areas
with financial assistance in developing plans and projects that
assist in the development of those areas.

We think this is a good program, although it has not been funded
in recent years, and one that fits in very well with the concepts of
H.R. 5024, We would, however, recommend that the program be
modified to include planning funds for multicounty planning orga-
nizations.

We would suggest, also, that the bill be more specific in the
kinds of assistance that would be made available to rural areas in
promoting economic development.

As an economic development practitioner, I can suppgrt concepts
that promote economic development, but | also know that we must
have financia: support and assistance to carry out those concepts.

For example, at the moment I have over $86 million worth of
economic development projects in my office that, if ways could be
found to fund them, would promote economic development in my
area and create badiy needed jobs. .

We have had many years of experience in the field of economic
éeveiopment and should such rural development programs as pro-
vided for in H.R. 5024 be made available, we would know how to
use such assistance in the most effective way.

- if the concepts in H.R. 5024 are to be carried out effectively, then
we think the experience and expertise of the multicounty organiza-
tions should be utilized in putting those concepts into practice.

Finally, Mr. Chairman, we would like to commend the Office of
Rural Development Policy in the Department of Agmcuiture and
Secretary Block for bringing into the forefront the growing prob-
lems of rural America.
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~ In his letter to the Congress by which he submitted the 1484
Rural Development Strategy Report, “Rural Communities and the
American Farm: A Partnership for Progress,” Secretary Block said:
. -As we approach the conclusion of this century, we find evidence that a strong ag-
ricuiture depends on a strong rural community. Today the sverage farm family de- -

pends on income derived off the farm for twothirds of their total annual earnings. I
We must-use existing Federal tools to strengthen this partnership between the 5.6 .

© million farm families and their 54 million nonfarm neighbors because the success of

one group relies on the success of the other.

We endorse this statement and suggest that the bill HR. 5024 is
an excellent beginning. - - : : .
_ Thank you, Mr. Chairinan. We will be glad to answer any ques- =~
tiuns.
Mr. Jonrs of Tennessee. Thank vou very much, Mr. Ladd. We
wili do vou like the rest; we will pass you up until we have finished
with the panel.
Our next wiiness is Mr. Charles Boothby, the executive secretary
of the National Association of Conservation Districts.
- Charlie, it is good to have you, and we appreciate the time you
“have taken to be here.

STATEMENT OF CHARLES L. BOOTHBY, EXECUTIVE SECRETARY,
NATIONAL ASSOCIATION OF CONSERVATION DISTRICTS

Mr. Boorusy. Thank you, Mr. Chairman and members of the
subcommittee.

.1 am Charles Boothby, executive secretary of the National Asso-
ciation of Conservation Districts.

-1 would summarize my statement with the understanding that
the entire written statement would appear in the record.

Mr. Jones of Tennessee. Withott objection, the entire statement
will'be made 8 part of the record.

Mr. Boorusy. Most conservation districts are in rural regions of
this Nation and thus have a strong interest in the rural develop-
ment programs of the Federal Government.

As local units of State government, conservation districts have
sponsored and serve on the councils of all of the 194 resource con-
servation and development areas nationwide.

- Conservation districts have sponsored RC&D areas as a means of
broadening district programs and increasing service to multicounty
areas within which they work.

‘In 1982, we conducted a studyv of the States to determine the
status of RC&D projects. This survey showed that for fiscal &ar

1981, with a direct appropriation to RC&D of $34 million, RC&D
councils conducted over 2 $98 million program. An additional §30
million was received from other Federal programs and over 330 LR
- million from non-Federal sources. :
- RC&D has served as & catalyst for many activities in rural Amer- g
ica; including many that would qualify as rural development activi- il
© ties. NACD is concerned, however, about the lack of true progress .
= on-the part of USDA in the field of rural development, both in o
terms of leadership and in terms of funding. 2

"~ With the publication of the National Conservation Program, the
Soil Clonservation Service appears to be concentrating its activities
on the control of erosion on crep land, & worthy and much needed

Y.
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emphasis. This Is being done, however, at the expense of other ac-
tivities which could be considered as rural development. -

Recently SCS eliminated the cost sharing for recreation-related
measures in RC&D areas and reduced the cost share rate for flood
cantrol. projects in the RC&D program. Both of these initiatives
seem to run counter to the expressed intent of the published Rural

. Development Strategy of USDA. . . . 4 . : :
- Astudy of the 1983 repert "Better Country” and the 1984 report
“A Partnership for Progress” imply at least that the way to rural
‘ development is to make the countryside look mere like the cities.
. Further. neither report acknowledges the existence or the contribu-

' tion to rural development of the 194 RC&D councils. '

In a report of the Senate Committee on Agriculture entitled
“Farm Policy Perspectives” dated April of this year, there is an ar-
ticle by Stewart Smith, the commissioner of agriculture in Maine,
which addresses the issue of rural development as follows:

I would start by suggesting that we need to rethink the present rural develop-
ment strategy. That strategy, in my opinion. is misdirected. It depends heavily upon
the concept of enterprise zones to attract business firms into rural areas. It relies on

Texpufision of agriculture exports as’ a means of bolstering farm income in rural
Americn, and 1t proposes sigmificant increases in the amount of data colleeted in
rura! America

He goc , om

We need a policy that coes not rely apon providing every rural community with
the opportunity 1o participate in large scale industrialized society. We noeed a policy
which recognizes differences between our urban and rural communities and builds
upon rural strengrths rather than imposes urban solutions upon our rural areus.

We would associate ourselves with the remarks of Commissioner
Smith.

It is obvious to us that a revival of an active rural development
thrust is necessary within the Department of Agriculture. In that
respect. we certainly commend the obioctives of H.R 5024 We
would also commmend Congressman Watkins for his active interest
in sponsoring this legislation.

Rather than creating a Rural Development Administration, we
would suggest that the charter of the Soil Conservation Service be
broadened in scope to address more clearly the objectives of rural
development.

We would point out that SCS has been flirting with this ap-
proach over the last 30 years through the administration of various
programs such as the Small Watershed Program, RC&D, river
basin and floodplain studies, and many others. Thev have the ex-
pertise and the staff, and it is our hehief that this agency, given the
appropriate legisiative mandate, is equipped to handle this rural
development role of USDA.

It might be suggested that this rural development role in the .
charter of SUS might detract from their present soil conservation
charter We see the rural development effort as a complement to .
the soil conservation effort.
~Mr. Chairman, I cannot state that my testimony today is based
upon a nolicy position of our association. We do support rural de-
velopment of the soil, water, and human resources of the Nation. |
do have authority to present these proposals to be considered in
vour discussions of rural development in hopes that they can be

Aruitoxt provided by Eric:
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' %esigfgi in strengthening a balanced conservation program within

Thank you. ' L . S
Mr. JoNEs of Tennessee. Thank you very much, Charlie, for your

- statement, and we will see to it that it becomes a part of the

‘record.

. IThe prepared statement of Mr. Boothby appears at the conclu-
sion of the hearing.]- L o e

~ Mr. Jongs of Tennessee. Our next witness is Mr. John Montgom-
ery of the National Rural Water Association. S

égidr. Montgomery, thank you for being here, and you may pro-
ceed. ‘

STATEMENT OF JOHN MONTGOMERY, NATIONAL RURAL WATER
: - ASSOCIATION

Mr. MontGcoMery. Thank you, Mr. Chairman.

I will make this.a green light testimony. We just have a few com-

ments to make on the bill. .

- PI'm from Oklahoma, so we-both have the leading advocate for
rural development and leading advocate for agriculture from Okla-
homa represented in the U.S. Congress. We find that the combina-
tion works pretty well back there.

Qur organization is comprised of State rural water associations,
which in turn are made up of the small rural water associations in
each of the States. '

The members of the rural water associations, of course, are—1
would say, at least 70 to 80 percent of the folks farm. So the tie
between agriculture and fural water development has been very
strong over the last few years.

Qur comments would be based on about—on three situations
where we wotld find this type of legisiation or this bill to be of
benefit. We are still frustrated with the fact that nobody seems to
be in charge as far as what we are doing in rural development at
§he £F ederal level and somewhat the way it is reflected at the State

evel.

I realize Mr. Naylor has got & new title, and we think Mr. Phil-
lips does a lot of good work with paper, but a lot of this has to be
put into practice.

I know that what we are doing with rural water is just the best
we can do with what we have, and of course the grant and loan
program is the backbone of rural water in every State.

However, when it gets down to talking about how we can tie it

-together or how it works with other programs, whether it is new
jobs or improved housing, we just haven't had the focus that I

think needs to be done in the long run. This would be one of the

_primary benefits of the bill.

- The second thing is that somebody needs to be able to negotiate
‘some relationships with some of these other Federal programs. We
have a8 problem with rural water which has to do with the Safe
" Drinking Water Act. EPA enforces it.

 The way EPA came out of the gate on that act, they were going
to start shutting down water systems, and as one farmer said to an
EPA official when [ was sitting there, “You can just plough it out
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ﬁnd mke it back to the house if you think you are gemg to shut it
own.’ : ‘

Well, they are not going to shut down water systems because
people have to have water to drink. They mean to improve it.

So we sat down with -EPA and Farmers Home, and we have got a
letter of understanding between the two agencies which says that
EPA will heed to Farmers Home to working out the problems on
Tural water/drinking water where it is unsafe. We really haven't
had any problem since then with the regional offices, with the pri-
macy in the State governments.

It's not easy, but a two-page letter of understanding can go a
fong way in cooling off some hotheads down at the State and local
level. I think that maybe we wouldn't have to be the people in the
middie of that if we had a rural development emphasis in the De-
partment of Agriculture

I would add a third thmg, and that is that opportumtwa come
along through Federal legislation and the word goes on in Con-

gress.

Tl give two examples of where 1 think the Congress can move
ahead of anv Federal agency, or we wouldn’t have had the re
sources we have in rural areas.

I know that they talk about UDAG's and how they are going to
rural areas, and I realize Mr. Naylor highlights that. The resson
there are UDAG's in rural areas is because the Congress put it in
the biil on the floor of the House. There was no preconceived prior-
ity for that. I think it would not have been there.

I think if we had someone that was in charge of rural develop-
ment and was taking a look at that, perhaps there could have been
an advocate for that besides just the Members of Congress.

The second thing is the jobs bill where we were rushing into the
fobs bill and everybody was going to put money into infrastructure,
but as Mr. English points out everybody forgot about we had some
work to do in the rural areas. With Mr. Whitten and some mem-
bgrs of the Appropriations Committee, $600 miilion was put into
that.

Now, that was $4.8 biilion that they were going to spend anyway,
and rather than spend it un urban programs, we were able to get
the 3600 million for the Rural Water and Sewer (Grant and lLoan
Program. However, it didn't keep them from taking half of it back
once it got over there, but we at least got the $300 miilion.

So those are the three points that I would like to make. Obvious-
- 1y, if this was the solution, we probably would have done it a long
time ago, but [ think this is the kind of thing that the Congress
needs to be working on and looking at, the kind of thing we want
_to support, to try and put a little more strength in t'is rural devel-
opment effort within the executive branch of Goveri ment.

Thank vou very much.

. Mr. Jonss of Tennessee. Thank you very.much, Mr. Montgom-
ery, for your statement. We appreciate your being here.

Our next witness is Mr. Edward G. Bell of the Southern Mercan-
tile Group.

Mr. Bell, thank you for being here.

N
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STATEMENT OF EDWARD G, BELL, PRESIDENT, SOUTHERN
o MERCANTILE GROUP, INC.

Mr. Bewn. Mr. Chairman and members of the subcommittee, I
. want. to thank vou for allowing me the opportunity tc speak before
youtoday., ..U S
My name is Ed Bell. { am from Morgan City, LA, and I'm presi-
dent of the Southern Mercantile Group, which is & company that
provides services to medium-size businesses in the area of packag-
ing federally insured and guaranteed loans. _
My reason for being here before you is to voice support to the
proposal put forth by Congressman Wes Watkins, H.R. 5024.
My business is involved in securing Government guaranteed and
insured loans for privately owned businesses which are located in
rural America. My involvement with the privately owned business
of rural America covers a span of 9 years, and it is with concern
over this facet of the economy that I direct my remarks.

I strongly feel Mr. Watkins' proposal will both streamiine and

strengthen the Business and Industry Loan Guarantee Program
which is really the only active source of time financing available to
medium-size businesses in rural America today.
- Medium-size businesses are those that gross between $1 million

" and $56 million annually. These businesses are responsible for the
employment of 58 percent of the work force in America. The most
important area of rapid development for these new growth
medium-size businesses is in the area of America that are less than
50,000 in population.

My concern is that the money needed by the business community
of the rural areas in America is .10t available. We find that the fi-
nancial needs of this important sector of the economy are rated
last in order of importance by thz major money lenders and Gov-
ernment agencies concerned with industrial development.

I should clarify my last statement and note that this has been
with the exception of the Business and Industry Program of
FmHA.

Let's just review the economic situation in this country with re-
spect to: One, where the money wants o go; and, two, where the
jobs ar -

If we look at the leader of the American economic indicators, we
must view the Fortune 500. According to Peter Drucker in the Jan-
uary 24, 1984, issue of the Wall Street Journal, in the last 5 vears

_ the Fortune 500 have lost 3 million jobs, all new jobs were created
by small and medium-size businesses. : ‘
“¥at we find that the money centers snd regional banks, as well
- as Wall Street, will react to the needs and demands of the corpo-
.. _rate giants and virtually ignore the sraail and medium size busi-
: " nesses in rural America. :
' We understand that the money wants to ga ta the larger, more o
 established companies, as well as to the more secure metro areas i

" ‘which are home to these larger companies, :

However, if the question is raised as to “where the jobs are,” the
answer is with the small and medium size business. Again, these

- are those that have their roots established in rural America. -
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Acmr&mg to the SBA fact sheet on the. Presuient ] report on the
state of small business, we find that all up indicators for job
growth between 1980 and 1983 are in the area of small businese.
Yet the problem that seems to surface is that the money to ﬁnance '
the growth in this sector of the economy just isn’t theve. :

Recognizing this problem, the Federal Government has tried to
help by providing the vehicle of Government insured and guaran:
teed loans through various agencies to attract capital to rural
America and to allow the smaller, rural, independent banks to
make term loans and larger loans, which under normal circum-
stances they would be unable to do.

Under this vehicle of Government zmured and guaranteed loans,
we have addressed the problem of businesses in rural America, but
we have not solved it.

SBA, which is an excellent program, is evolving into an agency

‘that is losing contact with rura} businesses. This is due primarily
.to the discontinuvance of the “circuit rider program’” and the fact
that in most States only one office exists.

““The TA and 503 programs of SBA are definitely targeted for the
really smaller businesses, and the State offices are now backlogged.

EDA has an excellent program, but again, with one office in a
six-State region, the agency does have an extremely tough time
maintaining contact in rural areas. In fact, in recent times this
program has been dormant.

FmHA, B&l, has a proven program, but more important, has
shown to have the most effective delivery system of any economic
development program within the Federal Government to respond
to the needs of rural Americs. The B&l program is the answer to

“how to get the money to where the jobs are.

My only concern is that this is not enough. It is for this very
reason that a good thing can be made better that I support Mr.
Watkins' proposal.

Thank vou, Mr. Chatrman.

Mr. Jones of Tennessee. Thank vou very much for yvour state-
ment, and if vou will remain, we will hear Mr. Arrendondo, and
then we will proceed with some questions.

We are delighted to . e you, Mr. Arrendondo. and you may pro-
ceed.

STATEMENT OF RUDY ARRENDONDO, POLICY ANALYST,
NATIONAL ASSOCIATION OF COMMIUNITY HEALTH CENTERS, INC.
.Mr. ArrENDONDO. Thank you, Mr. Chairman and members of the

subcommzttee I am very happy to be here.
I‘would like to do a brief summary of my testimony and would

lske to have my written testimony be a part of the record..

- Mr. Jongs of Tennessee. Without objection, it will all be a part of
the record.
Mr. ARRENDONDO. | thank the members of the subcommittee for

. . the invitation to testify on behalf of rural and migrant health cen-

ters. My name is Rudy Arrendondo, policy analyst for the National
Association of Community Health Centers,

The National Associstion of Community Health Centers is a
broad-base, private, nonprofit organization representing over B30
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ﬁrﬁéﬁ,-fn&ian, ruréi, sxia niigrént cammﬁnity-bééé& health centers
© serving low-income, medically underserved populations in all 50
States, Puerto Rico, and the District of Columbia. These centers

provide health services to more than 5 million low-income Ameri-

- As-the national advocate for these centers, we are extremely con-

cerned with the organizational proposal as contained in HL.R. 5024.

Aithough, as a former user of Farmers Home Administration rural
community development programs durin%‘my tenure as a field rep-
resentative for Rural Housing Alliance/Rural America for over 4
years and subsequently an emgloyee of the Farmers Home Admin-
istration, 1 can understand the high level of frustration experi-
enced by the members of this body to such an unresponsive agency
as Farmers Home Administration.

However, it is our sense that a rec-ganization which would frag-
ment rural community development programs is not the best ap-
proach in addressing the needs of rural America. We strongly sup-

rt a comprehensive approach as now in place within the Farmers
jome Administration. . L

Actually, we are more concerned with the evident lack of leader-
ship attitudes and lack of commitment by the agency, exacerbated
by inadequately trained staff presently trying to cope with their
varied program portfolios in the county and district Farmers Home
offices. Furthermore, we strongly recommend the need for addition-
al staff for fieid offices.

As for the Department’s rural development policy, the kindest
thing I can say is that is a hot air balloon.

I am also this morning, Mr. Chairman, and especially Mr. Wat-
kins, a little bit disturbed with the apparent division that appears
to be occurring between farm groups and “those other programs”
within the rural development community which, in the opinion of
‘the association, are an integral part of a comprehensive approach
te community rurel development, which this y, in its wisdom,
has long recognized, and I can assure you that no amount of
streamlining, reorganization, or prioritization will assist our de-
pressed rural communities when that agency is being run by the
uncommitted and the nonbelievers.

It seems to me that every time that I see Mr. Naylor and Mr.
Shuman, it seems to me that somehow they are not the right
people to be questioned, I think it would be more appropriate to
have Mr. Stockman up here, since it seems to be that they are the
people that are actua}?y running the Department.

-Furthermore, I would like to illustrate some of the problems that
we in the rural and community health centers have been experi-
encing with respect to the health facilities.

In the fall of 1981, the General Accounting Office, in a report,
-questioned the propriety of rural and migrant health centers using
grant funds for their primary health services to repay FmH
inans. On November 5, 1981, Administrator Shuman sent out a
memorandum which stopped the processing of all community facili-
ties loans for rural and community health centers.

There was only one thing that I think Mr. Shuman should be
commended for taking action—-fast action in try:’r:ito stop any ap
pearance of impropriety. However, he forgot that the other partner

i
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was the Department of Health and Human Services. Consequently,
what happened--some of the rural and migrant health centers un-
dertook interim financing with private lenders relyiug in good
- faith on funds that had already been obligated. - . '

I still—to receive a list of those centers from the Farmers Home
Administration of those centers that are now having June 30, the
deadline for a balloon payment on an obligation that they relied on
Farmers Home for. - ' ' S

We are now chasing an elusive memorandum of undertanding
with the Farmers Home Administration. Even though Farmers

Home Administration has the statutory discretion to provide up to . .

40 years of amortization period, they are restricting it to the maxi-
mum of 20 gears in increments of 10 and 15 and 20 years, giving
priority to those centers which are almest financially independent.
- The existing Igcmpnosal that is now pending before Assistant Sur-
geon General Robert Graham of the Department of Health and
Human Services would effectively exclude 85 percent of our rural
health centers and 90 percent of our migrant health centers. That
- iy the commitment that the Farmers Home Administration at this
time has to our rural communities.

With that, I conclude my testimony. Thank you very much.

{The prepared statement of My, Arrendondo appears at the con-
clusion of the hearing.]

"~ Mr. JonEes of Tennessee. Thank you very much, Mr. Arrendondo.
We appreciate your statement and your being here today.

Now the panel is ready, and the members of the subcommittee
who are here can do the questioning, and I yield b minutes to Mr.
English.

Mr. English.

Mr. Excrisu. Thank you very much, Mr. Chairman.

One point that I would like to make is that in listening to your
testimony, I did not hear any of you who did not saliude, to one
degree or ancther, to the difficulties as far as rural development is
concerned “eing related to the administration, to either the Farm-
ers Home Administration, Mr. Shuman, or the people who are run-
ning the program.

The question that I have in my mind is, this legislation is not
going to change the people who are running this program. Only the
election may do that at the end of this year.

But if the same people continue in the program, can any of you
teli me how this legisiation is going to require them to act differ-
ently than they are now? How is it going to change their philoso-
. phy? How is it going to change their attitude? How is it going to

- prevent situations developing as we had develop late last year in
which we had to take the Secretary of Agriculture to court to ge
him to implement the program? - :
— = That is where I think much of the difficulty that I hear focused
seems to be aimed at, or at least to be originating from,

Mr. Murray, you were particularly hitting hard on that area. |
- would be happy to hear your response. S

Mr. Murgay. [ really don’t have a good answer for you.

. I remember when the Rural Development Act of 1972 . We

" had a lot to do with that, and they said then, well, Mr. Nixon is in

office, and nothing is going to happen.
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- Well, the Secretary of Agriculture ignored it for a while, b. ev-
ervbody felt it was better to have it on the books because maybe
sometime somebody would come along, and there would be the au-
thorities, and they were marvelous authorities. - :

- 8o it seems to us that you are right, that these people have not
shown any great enthusiasm for implementing the programs that
. they havenow. - - - . : : R
. But-really, there is so much dissatisfaction on the part of farm-
ers having to compete with the nonfarm p and dissatisfac-
tion ameng the rural development clientele, that it just seems to us

to make good sense to do something about that problem, and I
think the farmers will be much better satisfied and the rural devel-

opment clientele will be better satisfied, even if the programs con-
tinue to operate at a snail’s pace.

T'm thinking of the B&I program—the business and industrial
development &ogram——whic to me was the most important part
of the Rural Development Act, because there wasn’t any kind of fi-
nancing out in rural areas like this program.

- Up till then, the Department of Agriculture had all kinds of .

other programs, but it couldn’t finance rural enterprises like that,
and this gentleman down at the end mentioned that.

It seems to me, if you had a Rural Development Administration

‘and you—you meaning the Congress—had ap?ro riated $300 mil-
lion, as you did last year and this year, it would be a heck of a Iot
harder for the Rural Development Administration to lose those
funds by Farmers Home taking them and providing farm loans
with them.

I would think Farmers Home then would be forced to do what it
should be doing, and that is, ask for supplemental appropriations.

If you had a Rural Development Administration, you would have
people working for it whose job description said, “We have to do
rural development with this money; we have to implement these
programs.”’

While you are right that they probably would operate at slow
speed, you would give . ome continuity to rural devek}pment that it
doesn’t have to today. |- seems to me it is in danger of disappearing
where it is now. . :

Mr. Encuiss. Isn't it true though—and let me say this from the
outset, too;, I have no problems at all with rural development; I
support rural development and have ever since I have been in Con-
gress; the question is whether I want to take away from agriculture
programs.

_--Mr. Murray. We don't want to take anything away. We want to
strengthen the Department, and this would stre en it, in our
opinion. .

-Mr. Encris. Well, as I said, I have no—if you want to segrate

- gut-the farm from nenfarm programs-—and I have no particular ob-

- jectiony to that either, but it appears to me that rural development

funds have always been particularly vulnerable if you have this

- sort-of philosphy, the philosophy of the present administration, the

present Secretary, and the Fresent Director of the Farmers Home

- Administration, due to the fact that these are discretionary funds.

" And they are even, I think, vulnerable from the standpoint that

any time you get into a tight budgetary situation, they are very in-
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viting for that very reason, they are easy targets, and that is what
I think may be part of the difficuity as well as this fact that you
have got a philosophy within the administration that they just
don't like it, and they are goingeto do everything they can to resist
~it, and I think they have been doing this. - e

As I said, I don't think that applies strictly to rural development;
I think it also applies to many other agricuiture programs as well,
as the-case I cited about having to go to court to get them to do the
Farmers Home thing.

But I guess the thing we come down to is the question of ap-
preach—what we ought to be doing and how we ought to be direct-

ing attention toward it, and I think some recognition of the fact

that until geu have a change of philosophy within the department
itself, you have got a real problem.
Mr. MuURRAY. Yes, you are right, and actually I think the Secre-
;z_xirzy of Agricuiture could do this restructuring himself without this
1ii, ) )
Mr. EngurisH. 1 agree. That's exactly the point. The problems, I
think, would be more quickly soived and more readily solved prob-

- ably if you had a different Secretary of Agriculture who was sup-

portive of rural development as opposed to passage of any of this
legisliation.

Mr. MurrAy. Well, not many of them last more than, well, 8
vears at the most.

Mr. Encuisi. Hopefully.

Thank you very much.

Mr. JoNES of Tennessee. Thank you, Mr. English.

Mr. Watkins, do you have some quéstions?

Mr. Warkins. Yes, Mr. Chairman.

I think it's a very good point. You know, personaliii hope this
administration doesn’t stay in past November or so, but we don't
know who is going to be in there, and we haven’t been treated too
kindly under any of the administrations.

! was very appreciative here, just like I feel, very strongly, that
we want to strengthen rural development not at the price of agri-
culture, and we are not trying to elevate it above agriculture at all.

But Mr. Murray, you are right; if the administration would have
come to our appropriating subcommittee for a supplemental for
farm loans, we would have been happy tc have granted that, but
they are hiding behind shifting money, so it makes them look good,
and then they actually rape rural America, literally. They take
away water and sewer money; they take away housing money, et
cetera.

--We all want the adequate agriculture loans made, and I think we
on the Agriculture Ar Jropriating Committee, in all due respect,
serve.that purpose an. would provide that money for them if they
--would just only come forward, above board, and tell the American
peopie they have got to have more money instead of skimming it
off under the table over to the other sector which needs it also.
.- Se I agree with thx on the supplemental, We would have been
happy to work on that.

~§would like to ask Mr. Boothby, under the RC&D program, how
g}cag% gokiars were recommended by the Carter administration for

o




Mr. Boorusy. Zero dollars, as I recail. - :
~Mr. Warxins. How many dollars were recommended by the
Reagan administration? . .
Mr. Boornsy. Zero doilars, sir.
Mr. Watkins, So basically—~— =
- Mr. Jonss of Tennessee. Why don't you go on back, Wes, while
you have started, and ask some more? -

" “Mr., WATKINS. We can go back. That's the point I'm wanting to

make.
You know, if we are not all working together, even on a program

that we all feel is very vital, if the Appropriations Cominittee -
wasn't there, especially under the leadership of Jamie Whitten

there, working with all of us, we wouldn’t even have RC&D in ex-
istence. : . i

The very same way with the B&I. As you well know, they recom-
mended zero doliars, and as a result, we haven't had basically any
program initiated because—not a very effective long-range' pro-
gram, because they keep shutting it down; isn’t that correct?
~Mr. BooTHBY. Yes. o
- Mr. Murray. I'd like to follow up on that point that you made
about rural development strengthening the Department. :

‘Back in 1972—and Mr. Glickman referred to the plan by Presi-
" dent Nigon to abolish the Department of Agricuiture. I know Char-
lie Boothby and I worked together in an organization called
Friends of USDA, and most of those groups were nonfarm grotéps
So we had not only the farm groups but the nonfarm groups, and it
was because of this wide interest in USDA that we were able to
thwart Mr. Nixon’s plan, which was actually achieved by the pas-
sage of the Rural Development Act. :

If it hadn’t been for the Rural Development Act and section 603,
there wouldn’t be & Department of Agriculture today, in my opin-
ion. It just came within ene or two votes in the Rules Committee,

and Mr. Poage was the hero of that day when he out-talked Con-

gressman Chet Holifield, who was trying to get his bill up before
the Rural Development Act, and if zg::t

department to argue about.

Mr. WaTkiNs. [ agree with you. And if we didn't have the focus

on the Rural Development Act of 1972 happening at roughly the
same time——

Mr. Murray. This, [ think, will strengthen th» Department.

Mr. WaTtkins. Yes, | .
" .The rural water districts out there can he.» u. strengthen the
thrust for the agriculture bill; it includes ali .. it—the public
works areas, the technology areas, the rural electrics. All of us
working together with a coalition ocut there will give us a broad
" "body of people, along with the sinall town mayors, small town city
- pommissioners, school boards, all the others—will give us a strong-

" er voice out there to pass a total bill, not anything basically differ-

ent-than we have right today, because we can fund, up or down,

whatever phase of the rural development we want to now over in
appropriations under Jamie Whitten, and all of us working togeth-
- er, or we can fund up and down so much in ag.

35

had happened, Mr. Holi-
field had the vates to pass his bill to, and today there wouldn't be a
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" But we have kept some things alive barely, and some of us whe
have got, Mr. Chairman, strong agriculture backgrounds realize
that we must do that if we are going to be able to overall save even
the Department of Agricuiture in some future years. Someone can
come down the road and say, ‘Do away with that, too." . ‘

I thank you very much for your testimony. Tve glanced over

moest of it. I know we have got to do a great deal more on rural

water; we have got to do a great deal more still on rurai electric,
the public works areas, the economic deve!opment districts, the
housing.

I know the admmxstratmn came with a housing program this
vear. It would have built one house per county--one unit per
county—and we had to try to restore that and point out to the
American people if that's the housing-type program thev have, we
might as well shut it all down across America, because we had to
try to restore that.

The same thing with water and sewer loans, which are very vital
to the economic growth of rural small towns. They lowered that
-~We-had to try te make sure that was stabilized there. If they won't,
additional dollars need to come to the supplemental program. like

vou said, Mr. Murray. Get it on top of the table so we can finance
-1t like it should be.

. Mr. Jongs of Tennessee. Thank you very much, Wes and Glenn,
and thank vou, panel, for all that vou have contributed to this ses-
sion here today.

I think the summary that { made prior to our recessing for the
noon hour would apply to this group, too, sa I'll not be repetitious
in doing that, but we do thank you very much,

The next panel consists of a governmental group: Ms. Aliceann
Wohibruck, National Association of Development Organizations;
‘Mr. Barton D. Russell, Nationa! Association of Towns and Town-
ships; and the Honorable Charles D, Cook, chairman, Legisiative
Committee on Rural Resources, New York State Senate.

We welcome vou people to the hearing, and we do appreciate
very much the time that vou have coatributed to being here today.

Ms, Wohlbruck, if you are ready, we will start off with you.

STATEMENT OF ALICEANN WOHLBRUCK, EXECUTIVE DIRECTOR,
NATHONAL ASSOCIATION OF DEVELOPMENT ORGANIZATIONS

Ms. Wonneruck. Thank you, Mr. Chairman.

I'm going to just briefly summarize my remarks and ask that
they be included in the record.

.Mr. Jonss of Tennessee. Without objection. vour entire state-
ment will be made a part of the record.

Ms. WouLsruck, Thank you,
— - am Aliceann Wohlbruck. I am the executive director of the Na-
tional Association of Development Organizations, and our primary
focus is on creating private sector jobs in rural areas and small
towns.

'NADO was founded in 1967 by a group of economic development
districts to encourage the creation and retention of jobs in rural
. areas and small communities.



92

Our members today are multicounty planning and development
organizations and other State and local agencies that help local
governments in the private sector to work together.

Our goal in appearing here today is to reinforce your concern
and Mr. Watkins’' concern for the needs of the one-third of the US.
population who live in rural areas.

It has been well stated here, using various statistics, that al-
though agriculture is very important in our rural communities,
most of the people who live in rural areas are not directly em-
ployed on farms, although many folks depend on agriculture, for-
estry, or fisheries for part of their income, and most of the people,
even the small f vs, depend on off-farm income.

Although thert . Department of Housing and Urban Develop-
ment, there has pe_ 1 to date no Department of Agriculture and
Rural Development, and some people don’t even understand how
rural and developme ' can be together, because rural and develop-
ment, sometimes peop.e think that’s an improper mix.

But our concern as an organization—our members’ concern is
with providing an economic base in rural communities so that the
agricultural part will be strong and that other people will have em-
ployment, housing—jobs.

We are pleased to see Mr. Watkins’ introduction of H.R. 5024. He
was a NADO member in another life, so I think he learned very
much from the grassroots about the needs for rural economic devel-
opment.

Our membership and board, however, has not discussed this bill,
so we couldn’t endorse it, and while we do think that the visibility
for rural development within USDA is important, as many folks
have spoken about past experience with reorganization efforts, we
do worrv that if the committee or subcommittee was to spend its
time - - reorganization efforts, that that might distract you from
really mandating that the Department implement the existing pro-
grams, of which there are many which would help rural, economic,
community, and business development that have been well laid out
by other folks before us.

In my testimony, I go through a list of problems that we now
have in rural communities, and one I'd like to highlight particular-
ly, on page 3, is the technology problem, which of course is not the
concern of the Department of Agriculture, but we have just been
successful in getting an amendment into the House Public Works
Committee highway bill, with the support of many rural groups, to
mandate a study to see how much of the highway motor fuel taxes
are paid by rural residents and what they are getting back in the
way of Federal aid highway expenditures, because our members
have said, and I think you would agree, that this is the key to
much of the economic development that can go on in rural commu-
nities.

Although we know that your committee is not responsible for all
of the rural development programs, I think it is important for
every member of this subcommittee and other rural Members in
the Congress to realize that the programs that are most helpful to
rural economic development have taken severe cuts or are slated
for abolition under the present administration’s budget.

3/
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That would be, they would eliminate the Economic Development
Administration, the Appalachian Regional Commission, reduce the
funding for the Farmers '{ome water, waste, and community facili-
ties; abolish the B&I Program and many others.

When we are told to turn to the Housing and Urban Develop-
ment Department to get aid for small communities, I'd just like to
quote from a current GAO report about the UDAG Program that
has been mentioned here.

The GAO has documented the fact that UDAG-eligible small
cities with populations under 2,500 rarely apply and even more
rarely receive funding. Although eligible communities under 2,500
population account for 79.5 percent of the total, they account for
only eight-tenths of 1 percent of the UDAG awards, and only 2.2
percent of the UDAG applications. When they do apply, their suc-
cess rate is only 37.4 percent, compared to 70 percent for communi-
ties over 10,000,

So there is 8 great deal of need out there, and I think Bart Rus-
sell frr.n the towns and Senator Cook from the State legislature in
New York have some more data on that. '

We would like to encourage the committee, as you have in the
past, to continue your support for the rural development programs
within the Department and, in fact, throughout the Congress,
through the appropriations process and oversight, to see that the
programs that are now there are administered properly and are
made easier for the small local governments throughout the coun-
try.

[The prepared statement of Ms. Wohlbruck appears at the con-
clusion of the hearing.]

Mr. JonEs of Tennessee. Thank you very much, Ms. Wohlbruck.
We will take the time to give more credence to your summary—to
your statement, at 8 later date.

Mr. Russell, you may proceed.

STATEMENT OF BARTON D. RUSSELL, EXECUTIVE DIRECTOR,
NATIONAL ASSOCIATION OF TOWNS AND TOWNSHIPS

Mr. RusserL. Thank you, Mr. Chairman.

I'm testifying today in my capacity as the executive director of
the National Association of Towns and Townships, which repre-
sents local officials from about 13,000 smaller communities across
the country, and I, too, will be summarizing my comments this
afternoon and would request that our complete testimony be in-
cluded as a formal part of the hearing record.

Mr. JonEes of Tennessee. Without objection, it will be made a part
of the record.

Mr. Russert. Mr. Chairman, Mr. Watkins, I appreciate the op-
gortunity t- . here today. We have got quite an agenda, and you

ave had a very impressive list of witnesses speaking. I have been
very impressed with their incisive questions which the members of
the subcommittee have asked.

I always think that to listen to Mr. Murray from the Rural Elec-
tric Cooperative speak is worth the price of admission, but, that
said, I'd like to address H.R. 5024 by saying that we, too, have not
taken up formal consideration as an association of the bill, but our
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board will be meeting in early June 1984, so our comments will be
preliminary at this point.

We do applaud the efforts of Wes Watkins, as always, to turn the
tide against the work done to disenfranchise rural communities of
their right to receive fair treatment at the Federal level.

We believe wholeheartedly in the philosophy inherent in HR.
5024, and that is that the Federal Government must address the
development needs of rural communities in a manner that is con-
sistent with its attention to the needs of farm and urban interests.
To say that this isn't the case currently is a gross understatement.

Repeatedly, the Office of Management and Budget has moved to
cut back or eliminate the minimal level of funding for rural com-
munity programs in the Farmers Home Administration. We have
heard that said several times today, so I feel in a sense that I am
preaching to the choir. But we think that this trend has got to stop
if rural communities are going to survive, simply survive the eco-
nomic distress that they are experiencing in the 1980’s.

Mr. Watkins' bill helps bring much needed attention to the cur-
rent administration policies. NATAT, though, is concerned that
Mr. Watkins’ efforts may not be enough.

A recent issue of the Washington Post put the situation this
way—and I quote, Mir. Chairman:

Representative Wes Watkins, a 1 promoter of rural America, has introduced a
bill proposing to reorganize the U.S. Department of Agriculture and call it the De

artment of Agriculture and Rural Development, but he may be too late. The

eagan administration, by executive fiat and budget moves, has worked mightily to
dismantle the Department's rural and community development programs

Mr. Chairman, we share Wes Watkins' concerns and support his
efforts to force the administration to pay attention to the needs of
rural America.

While we support the concept, however, we believe that we must
also concentrate our resources on several other initiatives impor-
tant to small towns.

In this vein, Mr. Chairman, I would like to lend our support as
well to a bill that Ms. Woklbruck just alluded to, to an amendment
by Representative Roy Rowland, which she said passed the House
Public Works Committee and which will be taken up on the Floor
of the House, we hope, soon, and we would like to request the sup-
port of this subcommittee for that effort.

Now to switch gears just a little bit, I'd like to begin our com-
ments on USDA’s 1984 rural development strategy by asking the
question, where is the strategy”

According to the Rural Development Policy Act of 1980, the
strategy is supposed to develop a specific plan of action—I empha-
size “specific’” and “action”—to alleviate the problems of disadvan-
taged rural residents, develop a full range of business and employ-
ment opportunities, improve State and local government manage-
ment, strengthen the family farm, and protect natural and envi-
ronmental resources.

By contrast, USDA’'s 1984 strategy simply lists Federal programs
that are already going on.

Given the depth of the pressures and the problems that I know

ou know small towns across the country are experiencing,

ATAT strongly believes that a far more comprehensive targeted

4
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approach to policymaking is needed if we are going to have a truly
effective national rural development strategy. ; ‘

Mr. Chairman, a properly constructed strategy could go a long
way to promoting real, positive development in the countryside.
Our association believes that a fundamental premise of such a
stra should be that local governments are tge iynchpin in suc-
cessful rural development.

There are over 30,000 units of rural government in the United
States today—30,000. They all have the statutory mandate to pro-
mote safety, the health, and the welfare of their citizens, and they
have also got the specific authority to raise revenues and under-
take rural development measures. To use their authority and serve
as effective rural development sponsors, many of these rural gov-
ernments need technical advice and management supFort.

To develop or to capitalize on the enormous rurai development

tential which they represent, NATAT strongly recommended to

SDA that its rural strategy call for a minimal amount of fund-
ing—8$5 to $10 million—under its section 11 program, which other
people have talked about, exactly the kind of technical assistance
program we are talking about, one which would improve the capac-
ity of rural governments in the countryside, to make a difference.

In addition, we recommended that the strategy call for USDA to
perform an annual rural impact analysis of the U.S. budget, possi-
bly a naive recommendation but, nevertheless, we think one worth
considering, given what has happened in the budgetmaking process
to rural areas over the past couple of years.

With respect to funding, we also urged the Department to make
a modest commitment to its own rural development grant and loan
programs by reinstating funding for those programs, at least to
1680 levels.

Mr. Chairman, if you believe in the basic premise that rural gov-
ernments represent an important, if not primary element in the
rural development process, it would follow that any national rural
strategy should follow this theme.

It would also follow, in our opinion, that technical assistance
funding for rural governments would be given a priority in such a
strategy. This was our recommendation, along with several other
groups. However, it was not alluded to, and obviously not included,
in the administration’s 1984 strategy.

The big cities have programs like UDAG, they are entitled to bil-
lions of dollars under the block grant programs, and I don’'t want
to make it an “us against them” situation, but the fact is that
rural communities have been left essentially with crumbs by com-
parison, and the 1984 strategy doés nothing to address this dispari-
ty.
If it weren’'t for people like Wes Watkins and others, there
wouldn’t be community development block grant programs for
small communities, which there is—a small amount that was set
aside back in the late 1970's under an amendment he spunsored.

The strategy points with pride to the administration’s involve-
ment in Main Stre¢', negotiated investment strategies, and the en-
terprise zone initiative, and all three of these programs are excel-
lent concepts, but only those governments with a bare minimal
level of financial management skills, or, rather, with a ievel of fi-
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nancial management skills and entrepreneurial capability are
going to take advantage of them.

We talk about Main Street. Many of the communities we repre-
sent don't even have a Main Street, so the Main Street Program
really is not one geared to their needs.

The strategy highlights a wide and diverse range of technical as-
sistance that is said to be available through the Federal Govern-
ment already, and again this goes back to our sense that the strate-
gy simply enumerates what the Government is doing already.

But it doesn’t look at the kinds of technical assistance that have
been provided in terms of the quality of that assistance. Has it
been working? Has it been reaching rural communities?

So our policy recomendation would be that we should build in an
evaluation of the major technical assistance programs of this Gov-
ernment, since the administration is hanging its hat on them, to
see if they are working. At least that would be a wise first step.

On the positive side, Mr. Chairman—I don't want to be a nay
sayer entirely—we do applaud the administration for expressing
support for activities such as its ongoing rural roads project, which
several of our State associations are participating in, and promot-
ing the idea of appointing a rural contact person in each of the
Federal agencies.

These, along with some of the other initiatives that I have cited,
are certainly worth doing, but taken as a whole, they don't repre-
sent a strategy, and this, Mr. Chairman, is our overriding concern.

The USDA strategy, despite its listing of some Federal programs,
falls far short in pinpointing what rural development means in our
current economic climate and defining what the Federal Govern-
ment's role should be in helping rural communities develop a
strong economic, social, and natural resource base.

Again, the document puts forth several good ideas, but not in the
context of a rural development strategy.

As | said, you need to have sufficient resources, and you need to
be able to provide a framework for undertaking rural development,
but, I think most importantly, you have got to intend to make a
difference in rural America. It has got to be your intention to make
things happen out there.

I think without the Federal Government serving as an essential
catalyst, America’s rural communities may become the odd man
out in the American social and economic system of the future.

This concludes my comments, Mr. Chairman, and I'd like to
thank vou and Mr. Watkins again for your interest and concern.

[The prepared statement of Mr. Russell appears at the con-'sion
of the hearing.]

Mr. Jones of Tennessee. Thank you very much, Mr. Rust ! ANe
wiil hear Senator Cook and then ask the panel.

Mr. Cook, we are glad, very much, that you are here, and I un-
derstand that you are a State senator in the legislature in the
State of New York,
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STATEMENT OF CHARLES D. COOK, MEMBER, NEW YORK STATE
SENATE, CHAIRMAN, LEGISLATIVE COMMISSION ON RURAL
RESOURCES

Mr. Cook. That is correct, Mr. Chairman.

It is my pleasure, Mr. Chairman, to be here, and I thank you for
this opportunity.

Mr. JoNEs of Tennessee. It is a real delight to have you.

Mr. Cook. I hope that I will not violate the parameters of the
hearing undulg if I perhaps range somewhat beyond the narrow
subject of the bill in question, but the pu of appearing before
you is to report in some degree on the work of the Rural Resources
Commission, which is a joint commission, bipartisan, with equal
members of both parties and of each house, and our responsibilities
are really to try to develop in the State of New York a rural policy.

It seems to me that Mr. Watkins’ bill is a very useful beginning
in that direction in the Federal Government, and perhaps it is the
beginning of what we think ought to be done in developing some
agency in the U.S. Government as well as in the government of the
State of New York and the other States that would be coordinators
of various policies that impact not only on rural economy but on
rural people.

With that opening, I would ask you to engross, if you would, my
written remarks into the record of the committee, and then to pro-
ceed with some of the comments.

Mr. Jonss of Tennessee. Without objection, they will be made a
part of the record.

Mr. Cook. Thank you.

I have before me notebooks which contain some of the nine pre-
liminary reports that this commission has developed in the areas of
agricuiture, economic development, the environment, transporta-
tion, health care, housing and community facilities, education, local
government, and rural sociology.

The State of New York, as you are well aware, is regarded gener-
ally as an urban State. We do, however, have 3.1 million rural
people in the State. That is more than the entire population of
some 25 other States in the Union, and yet we compose only 20
percent of the entire population.

Consequently, the people in the rural parts of New York as well
as the people in the rural parts of the Nation are frequently over-
shadowed by urban-dominated legislative and executive branches.
Thus, political recognition and responsiveness to rural interests has
been ambivalent.

Equally important are the changes taking place within the rural
community itself—a resource base that is vital to the future of the
State and of the Nation, both in terms of the economy and the
quality of life.

During the past decade, while the State of New York has been
losing 4 percent of its population, the rural counties were actually
experiencing a 6-percent population gain. Current growth in New
York’s rural population is expected to continue into the next centu-
ry, with a projection citing a 20-percent increase by the year 2010,

While the rural population is increasing, it is also getting older.
Growing components of the demography are the people over the
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age of 65. In rural New York, current projections estimate that this
rate will have exceeded the urban elderi’y population rate growth
by a ratio of 3 to 1 by the year 2010.

This trend has serious implications for rural helth care, since in
the sparsely settled rural population, generally the people have not
been well served by the rural health care delivery system.

A wide and growing spectrum of health and human services pro-
grams which have been developed over the past 20 years have had
only a limited impact on rural people. This problem is further ex-
acerbated by the current emphasis on health care cost containment
which too often militates against improved access to health care
services for those rural areas with significant needs.

Education has also been impacted by these demographic shifts.
At the same time that educational requirements demand increas-
ing sophistication and more diversified cost offerings, school popu-
lations are declining, and the competition for public funding with
other needs is becoming more manifest.

While the basic demography in rural New York is shifting, its
economic structure is also undergoing profound changes. Although
the value of its agricultural product continues to increase, ‘:%e
agrarian description that was formerly attached to rural New York
is no longer accurate.

Economic diversification is both a reality and a necessity. Agri-
culture coexists with an increasing number of nonagricultural en-
terprises which both complement and compete with it. Overall, the
number of people actually engaged in agricultural production con-
tinues to decline, and I will not recite that since so many other
people have said it.

These rapidly changing conditions are challenging the capacity
of part-time local officials to coordinate effective solutions. The
changes currently sweeping rural America present the need for
new community structures. Housing, health care, transportation,
social institutions are feeling the influences of these changes.

The point of my remarks is that a concentration purely on agri-
culture—and in answer perhaps to a question that was asked earli-
er—a concentration on agriculture or even agribusiness no longer
speaks to the world that really exists in rural America, and I
would add that I am a former chairman of the Agriculture Com-
mittee of the Senate.

For this reason, the Commission on Rural Resources has been de-
liberate in its efforts to desiﬁn an interdisciplinary problem-solving
approach for rural New York.

’ghe interrelationships between public policy issues and required
solutions cannot be addressed in an overcompartmentalized ap-
proach. Yet agriculture is and will continue to be the undergirding
of the econcmy and sociology of rural America. We cannot any
longer assume, however, that by addressing the needs of agricul-
ture we will automatically be addressing the concerns of a majority
of our rural population.

Even within agriculture there are trends that require a broader
perspective. We see the family farm, as traditionally envisioned, as
a decreasin prggortion of our total ferm component. Increasingly,
agricuitural production is coming from either the larger or the
smaller farm.
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Even when these large holdings are essentially within single-
family ownership, they engender different kinds of situations in-
volving labor management, marketing, financing, and a myriad of
?ther situations that do not typically occur in the family-operated
arm.

More to the point is the fact that the majority of the farming op-
erations in the United States today are part time. The owners of
these farms live in rural areas, participate in agriculture, but have
a very compelling economic and often professional interest in other
kinds of activities that are taking place and in which they partici-
pate.

For these and other reasons, I am delighted to see that the Secre-
tary of Agriculture seems to be moving in the direction of a rursl
development strategy that is more comprehensive and interdiscipli-
nary, and I believe that Mr. Watkins' bill indicates movement
within the Congress in the same direction.

Contrary to an{ impression that such a strategy may deempha-
size iculture, I feel it really strengthens our national recogni-
tion that agriculture is an integrated part of our rural society
which, in turn, is an integrated part of our national society.

This strategy will be much more responsive to my constituency
than looking at farms as an isolated part of a national or State ge-
ography.

Farm people and rural people in general have a deep concern for
quality of life issues that affect themselves and their families. The
movement of people into and out of employment in agribusiness
clearly demonstrates that agriculture cannot continue to be seen as
a world apart from the rest of our national concerns.

I therefore respectfully but urgently endorse the rural strategy
directions presented by the Secretary of Agriculture and encourage
that appropriate funding be channeled to rural programming in ac-
cordance with that philosoph{.

The proposed Rural Development Reorganization Act of 1984,
H.R. 5024, introducedek:iy Congressman Watkins, represents yet an-
other step by our Federal Government to address the current
status and the future needs of rural America.

The experience of rural legislators in New York, including
myself, strongl¥1 suggests that current Federal and State policies
and programs have not well served rural constituents. Certainly
existing policies will be less responsive in the light of the current
trends and future requirements.

Most existing Federal and State programs are not attuned to the
ircumstances we have found in rural New York. The urban bias I
spoke of previously is exacerbated by program regulations that at-
tempt to apply solutions of metropolitan problems anc government
operations to much smaller rural communities.

In addition, we have found that rural localities are less able to
afford the technical and administrative personnel required in order
to successfully compete in the marketplace for Federal and State
grants.

These proposals as presented by Congressman Watkins and the
direction taken by the Agriculture Department, hopefully, will
move us toward a more comprehensive, appro;iriate thrust te policy
and program development for rural America. I see this as being po-
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tentially beneficial for the more than 8 million residents of New
York State whom I represent and hopefully for the rural residents
of the entire Nation.

Thank you.

[The prepared statement of Mr. Cock appears at the conclusion
of the hearing.]

Mr. Jones of Tennessee. Thank you very much, Senator Cook, for
that very fine statement, and we do appreciate the contribution
that you have made plus your experience that you have demon-
strated here in the paper that you have given us today.

Most likely, this committee would like to communicate with vou
at some later date, if you don’t object.

Mr. Cook. We would be delighted. sir. We would hope that we
could create a partnership of that nature.

Mr. JoNEs of Tennessee. Very good.

Mr. Watkins, do you have some questions?

Mr. WaTkiNs. Yes; thank you, Mr. Chairman.

I want to say to Senator Cook that I think there is no place, Mr.
(‘,hﬁirman, any better that shows that rural America is live and
well.

I know that the mayor of New York. Ed Koch, who used to serve
here, wishes he hadn't made his statement in Playboy magazine
about those people in upstate rural New York. He would probably
be Governor today.

But I think that's that kind of proud. So welcome. We are glad to
have an advocate down from New York for the small cities and
rural communities and agriculture also.

Ms. Wohlbruck, I want to ask vou. You said you hadn't made a
decision on this. I know a lot of the development districts across
the country. And you hope that we would not distract from the pro-
grams at hand by this particular bill.

I don't think we want to distract, but why can't we do better?

Ms. WoHLBRUCK. As you know, Mr. Watkins, some of the most
important programs for rural areas we have had to really depend
on appropriations for the last 3 years to keep alive.

We can't get authorizations not only out of the House side but
out of the Senate side, and, as I said, the board hasn't considered—
like forest groups, we will be meeting next month, and we are very
grateful, and you know a lot about our commitment to rural devel-
opment, but I guess it just seems these days the only thing we can
get done is through appropriations where things are mandated and
they must spend them, and even then, as you know, you have pro-
vided appropriations for B&! and it hasn’t been spent.

I don’t know that—I think one of our problems has been this
whole idea that if you are for rural development, somehow you are
against agriculture, and that is certainly not—the Senator has
made that clear, we are not in that at ali.

Mr. WaTkins. Yes; | think the point I would like to make is that
I think we have had some mighty strong testimony about it from
some groups that I think would be directly affected, and that's why
we can't get more appropriations.

If T came just as lukewarm as some have come about this bill,
then why should any of us worry about appropriations?
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That's the whole point in H.R. 5024, is to try to elevate rural de-
velopment in our small communities, in our city councils, commis-
sioners, and many others, so that they will have a reason to let the
people know in the U.S. Senate and the U.S. House that they don't
want to be continued as second class citizens. -

I have trouble, to be very truthful, and I wiil be anxious to see
what the development districts do, because I plan to try to survey
them myself to see what they want. '

Let me ask you another question, If they phase out EDA, like
has been proposed and has been talked about, where would you
prefer to go?

Ms. WorLBRUCK. Again, I think our board—and you know most
of them, I thirk, Mr. Watkins—felt like whatever agency was going
to do it, we would try to work with them at the local level. That is
what our job is, is development organization, to work with whoever
it is—if it were in EDA or wherever it would prefer to be.

So we have not taken a position. We think EDA ought to stay
where it is, because we have been able to save it as a part of the
Department of Commerce.

As you know, Mr. Watkins, the cuts in the Department of Agri-
culture have all come in the rural development programs during
the last 3 years; it hasn’t been in the farm programs; but I guess
that's what makes us vary nervous. :

Sometimes if you elevate things, then people have even more of a
reason to go after them and try to do away with them. So we have
not got a formal position on where EDA should go.

Mr. WaTkins. The point I'm trying to make today is that if Farm
Home will not be able to administer EDA—and, Mr. Chairman, if
we further erode it, EDA would not be able to be utilized unless we
had this kind of bill for rural development.

So even though the administration would prefer that EDA be
over there, we may be able to keep it alive under the Department
of Commerce for a while longer, but if it goes, we are sunk in rural
America unless we do some kind of shifting, because Farm Home
cannot administer EDA programs; there’s no way they can do it.

I would like to ask my friend Mr. Russell right fast—I appreciate
your comment about worrying about the much needed attention
about my bill. It may not be enough. I'm willing to do as much as I
can, but I hope we don’t hide behind the fact thei it may not be
enough.

You basically said we support the concept. I didn’t see your name
on the list that you have endorsed the concept. Is that true?

Mr. RussEir. Mr. Watkins, I would hasten to point out that the
comments about your bill not being enough was really a quote of
the Washington Post and was put in, to some extent, somewhat
tongue in cheek.

Obviously, we think of you as premier champion of the cause of
rural development, and there aren’t enough Wes Watkins in Con-
gress, obviously, or else we wouldn’t be here today——

Mr. Warkins. In Congress or outside of Congress?

Mr. RusseLL. Or outside of Congress—both.

As we also said, our board has a formal but compared to other
groups, fairly simple policy-making process. That is to say, a way in
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which it determines how it will go on a bill, and it simply hasn’t
taken it up because it won't meet until June 8.

Qur President, George Miller, who is from lllinois, when he
learned of the bill, immediately called Mr. Evans and Mr. Durbin
to express his support—strong support for the concept. So at this
point, I think that's clearly a strong step forward.

Mr. Warkins. If we don't move in some direction like this, I
think your last comment or close to last one, without the Federal
Government serving as an essential catalyst, America’s rural com-
munities may become odd men out—that may be a sexist state-
ment, but in America's social and economic system in the future.

You are right. There is no question in my mind that we are
losing. We can't get administered right today under the particular
program, even though the Department of Agriculture has been
mandated by the 1972, Mr. Chairman, the rural development, we
can't get it done under the present structure.

We have got to have a clear-cut office that says, That's your re-
sponsibility.” or we are going to continue to be on the back burner
or completely off the stove. We won't even be up close to it.

So I hope that your group will look at it and realize that the al-
ternatives could be a total destruction in the years ahead, because
some of the programs that you are cvoncerned about and that I am
concerned about have been put back in because 1.y Congressman
felt that way. not because of strength out in rural America or
anyone jumping up and down out there, and those Congressmen
are going down by the wayside little by little because they say.
“Why worry about it.”

That's all I have, Mr. Chairman.

Mr. Jonges of Tennessee. Thank you very much, Wes.

I'm going to ask Senator Cook only one question, and it's more
political than it is most anything else, but it's important to this
subcommittee when we talk about changing the name of the De-
partment and all those things.

Coming from a rural area myself and a State with a heavy rural
population—it's about 50/50—and you come a State that's got a
rather heavy urban population and also a rural population. As you
point out. 25 States in the Nation—you have more rural people
than 25 other States do have.

I wonder if you are faced with the difficulties of balancing rural
and urban needs in the New York State Legislature.

We face those problems here in the Congress every day. I can
cite you examples that folks like myself, Mr. Watkins, and other
members of this subcommittee have been faced with as far as the
urban votes go from time to time, and I'd be interested in knowing
what your experience has been in building coalitions between the
rural and urban interests, and do you think that your constituents
understand the necessity for building these coalitions?

Now, I have to tell you that in my congressional district where,
as 1 said, it's about 50/50 urban and rural—maybe ijust. a little
more rural than it is urban—I sometimes have a problem explain-
ing some of my urban votes.

Mr. Coox. | think. Mr. Chairman, you are absolutely correct that
one of the things we have to do is to bujld an awareness on the
part of all the people of the State—New York in our case—of the
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ismportance of the rural segment to the entire well-being of the
tate.

We are far worse off than you are, because only 9 of our 61 Sena-
tors come from rural areas, and only 22 of our 150 assemblymen
are from rural areas. '

One thing that we have attempted to do with these reports—we
have gone into the urban centers, including the city of New York,
have sought appointments with the media, with television news
people, with the editorial boards of news rs, have tried to get
time on any kind of media that we coukfa igtexd. and have tried to
stress to them the importance of strengthening the rural compo-
nent of the State, pointing out to them that this is where the
growth is taking place, that this is where the needs will occur in
the future, this is where we have infrastructure—if I can use that
horribly overused word—but where we do have water systems, and
sewage systems, and technology systems that are being overbur-
dened, and that if all of these things are not addressed in some
kind of progressive way, that at some point 20 years down the line,
we are going to be confronted with the same kind of blight in rural
areas that now exist in our urban areas, and the time to start
acting on it is to get in on the ground floor today.

I think that we are having some success, I think part of the prob-
lem—and this may have been alluded to before—part of the prob-
lem of rural people has been perhaps we have been inarticulate in
presenting our needs. Perhaps we just simply have not had the doc-
umentation.

So it was my determination when this commission began that we
would simply document need. That is all that is in these reports.
We make no attempt to find solutions in these reports.

We will be going into, shortly, a second phase, in which we will
be presenting some proposed action plans to deal with some of the
problems we have identified, but I think those two things—first,
identifying the need, documenting it in a way that it can be pre-
sented to people so that they understand it is there, and, second,
presenting it to not only the other representatives but to the urban
population, to realize that we are not—as somebody else has said—
trying to take something away from the urban people, but only to
recognize that there is a terribly large and important segment of
our country that has needs that have not been addressed.

Mr. JONES of Tennessee. That's a very good description. I don't
believe anybody could put it better. I think we have done the same
thing here in the Congress in the last few vears.

I'm in my 16th year, and when I came here, it was much more
difficult to get a farm bill than it is today, and I think we
have done the very same thing that you have—that we have pre-
vailed on the urban people and told them the facts of life, and we
have supported them in some of the problems that they have had,
such as the New York City problem.

I supported New York City; I voted for New York City when they
needed money, and I didn't know whether I should or not, as far as
it looked back home, but we were able to explain it some way or
f;nother, and it went over all right; and I have always been glad I

id.
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Mr. JoNEs of Tennessee. And we get a lot of votes like that today
from the urban people that come up for agricuiture.

The REA bill recently passed almost 3 to 1 in the House. It's a
good example of what takes place here—a good relationship, 1 be-
lieve, hetween the House Members on both sides of the aisle who
are from urban and rural areas, because, we don't have many
people from rural areas either,

Mr. Coox. Mr. Chairman, if 1 may induige in an example, I was
at one point chairman of the Transportation Committee of the
Senate. and Metropolitan Transit Authority, of course, is always in
need of money, it seems, but we were successful at one pont in
having added to an MTA appropriation bill a program called CHIP,
or Consolidated Highways Improvement Program, and this money
gave to all the towns and villages throughout the State some addi-
tional funding, tying it in with the fact that we have technology
needs in the rural areas that need to be addressed in the same
manner that they do in the urban areas, and I think that kind of
partnership is really what we are looking for.

Mr. JoxEs of Tennessee. I think you are exactly right, and I'm
Jlad to see that happen. That's the only way that the rural people
can survive, and it may be the only way that the urban people can
improve their conditions, too.

[Discussion off the record. ]

Mr. Jongs of Tennessee. Thank you very much.

The next and final group is the housing group, Mr. Bob Rapoza,
National Rural Housing Coalition; Mr. Harold “Hal" Wilson, Hous-
ing Assistance Council; and Mr. Joseph A. Shepard and Mr.
Charles .. Edson, Council for Rural Housing and Development,

Welcome, folks. We are delighted to have you. My agenda shows
Mr. Bob Rapoza. So we welcome you, we are glad you are here, and
vou iy goceed.

STATEMENT OF ROBERT A RAPOZA, LEGISLATIVE DIRECTOR,
NATIONAL RURAL HOUSING COALITION .

Mr Raroza, Thank you, Mr. Chairman. I'm Bob Rapoza, and I'm
the legislative director of the National Rural Housing Coalition
and the Rural Coalition. Both organizations are national member-
ship organizations concerned with rural development issues.

I have a prepared statement, which I would like to submit for
the record, and 1'd just like to summarize now, if 1 could.

Mr. JoNES of Tennessee, Without objection, it will become a part
of the record.

Mr Raroza. Both the Housing Coalition and the Rural Coalition
were at the forefront of the efforts, Mr. Chairman, to formulate the
Rura! Development Policy Act of 1980.

One of the outcomes of that act was the requirement that USDA
file a rural development strategy report. We thought that requiring
the Department to go through the exercise of trying to determine
both rural development needs and goals would be useful and im-
portant and would serve as a way to raise rural development as an
important issue. .

We have been very disappointed by the two strategies that have
been put out to date. Last year's strategy served as a vehicle to jus-
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tify the block grants und budget cuts that had been proposed by
the President, and I'm sorry to say that we think that this year's
report is probably worse.

We think it's worse because, in fact, the tack that this year’s
report seems to take is to, in fact, define some important issues nut
of existence.

For example, the strategy report notes that while rural housing
standards are somewhat lower than urban housing standards, the
differences would be much less pronounced if totally rural areas
were excluded, while the fact is tgat in those so-called totally rural
areas you have over 1.3 million households that live in bad hous-
ing, and that is out of a total for all rural areas of about 1.9 million
households who live in bad housing.

The fact is that, while there has been some improvement be-
tween 1970 and 1980 with regard to substandard housing, we still
have almost 10 million rural people who live in bad housing, and
that is not a problem you can simply say well, we don’t have to do
any more about; there's a good deal of work that has to be done on
rural housing.

The same is true with regard to clean drinking water and waste
disposal systems for rural areas. Once again, the report notes that
for communities with populations of above 5,500, they have public
water systems, and for communities above 2,500, most have
wastewater treatment systems. .

Well, the fact is, once again, for communities below 2,500, 75 per-
cent drink ground water for water source, and the National Statis-
tical Assessment of Rural Water Quality would indicate that in
fact two-thirds of the rural households drink water which exceed
one or more reference value for contamination.

The point is here, Mr. Chairman, that it is not sufficient simply
to count the number of water or wastewater treatment facilities,
that in fact one has to look at the quality of the water that the
people drink, and it would appear from the NAS study that in fact
we have a serious ground water contamination problem in rural
areas.

The other point that I would like to make with regard to the
strategyv statement is that, in fact, we still have quite a significant
incidence of poverty in rural areas. With 26 percent of the popula-
tion, rural areac have about 40 percent of the Nation’s poor; that’s
over 13 million people; yet in fact when you look through the strat-
egy statement, there is not one word about the poor; there is not
one word about what to do to provide jobs, to provide housinf, to
provide services for the poor, and I suppose you can judge, at least
by implication, that in fact serving the poor, trying to help the
poor, is not a legitimate rural development goal.

The only goal USDA seemgfto have with regard to rural develop-
ment seems to be to get out of it.

As | said before, they have proposed block grant, they have pro-
posed budget cuts, and now with regard to the housing programs,
they have proposed to transfer $250 million out of the housing pro-
grams to the farm programs.

Well, we support the programs that serve the farmers, but, at
the same time, we strongly believe that no one is helped by pitting
farmers, who need credit, against people who need housing, and in
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fact that the administration ough’ to be asking the Congress for
supplemental funds for the farm programs rather than trying to
once again wipe out the housing programs.

With regard to H.R. 5024, we support the efforts of Mr. Watkins
to raise rural development efforts. We have two sets of concerns re-
garding the legislation.

One, we think that in fact it is not wise to divide the rural hous-
‘ng programs between the farm and the Rural Development Ad-
ministration, for lots of reasons.

One, some that run to coordination, some that run to staff exper-
tise and having the expertise at the offices to do housing, but also
because we do not believe that the Farmers Home Rural Housing
Program overall can survive with the 502 program in one office
and the 515 program and the 504 program and the Farm Housing
Program in some cther office—that there is a critical mass that is
necessary to continue to funding for the rural housing programs,
and in fact the 502 program makes up two-thirds of that, and we
think that it is important that it be kept together.

The basic problem, we think, is that Farmers Home is housed
within a Department that is committed to the perpetuation and en-
hancement of big agriculture, and in fact the problems of rural de-
velopment and the small farmer are, by and large, not that impor-
tant to the Department overall, and therefore Farmers Home has a
hard time surviving and being responsive to the things that it has
to do without the Department seeming to suffocate it.

Thank you, Mr. Chairman. I'd be happy to respond to any ques-
tions you might have.

Mr. Jongs of Tennessee. Thank you very much, Bob. This is a
good paper, and 1 appreciate it very much, and, as | said, we will
make it a part of the record, because there are some valuable fig-
ures in it that will be very helpful to us.

I would imagine they are up to date, too; aren't they?

Mr. Raroza. Yes.

Mr. Jongs of Tennessee. Very good.

[The prepared statement of Mr. Rapoza appears at the conclusion
of the hearing.]

Mr. JoNes of Tennessee. Qur next witness is Mr. Harold Wilson.

Mr. Wilson, we are glad you are here, and you may proceed.

STATEMENT OF HAROLD O. WILSON, EXECUTIVE DIRECTOR,
HOUSING ASSISTANCE COUNCIL

Mr. WiLsoN. Thank you very much, Mr. Chairman.

If I could, I'd like to summarize my remarks and ask that our
full statement be included.

Mr. Jongs of Tennessee, Without objection, it will be that way.

Mr. Wison. Thank you very much.

I'm Harold Wilson, the executive director of the Housing Assist-
ance Council. We are a national, nonprofit housing, technical as-
sistance and loanmaking organization striving to alleviate the
housing problems of low-income people in rural America.

We appreciate the opportunity to appear before the subcommit-
tee to comment in a positive manner on the Rural Development

Lig
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Reorganization Act and the national rural development strategy
report.

Let me first address the Rural Development Reorganization Act.

While HAC endorses efforts to improve the effectiveness of rural
programs, I'd like to emphasize the importance of careful study
and evaluation prior to any major reorganization of the Farmers
Home Administration.

Even though the changes propesed in this legislation would seek
to create a more efficient delivery mechanism for rural housing
and other services, I believe that the following issues ought to be
carefully considered and analyzed, the first of which is the staffing
consideration of the agency.

We believe that a prime obstacle hindering the Farmers Home
Administration over these past years has been inadequate staffing.
The agency simply needs more individuals, especially at the county
office level, to administer the Farmers Home Administration pro-

grams.

Absent staff increases, we are concerned that the dual structure
that is proposed may further strain already limited personnel
levels within the agency.

In combining the Farmers Home Administration and the Office
of Rural Development Policy, one with field staff and the other a
Washington, DC based office, certain administrative support serv-
ices existing only in the Farmers Home Administration might have
to be duplicated, and we would simply ask that the Congress take a
careful look at that consideration.

The second area that I think ought to be looked at is the housing
expertise within the department and the linkage of the various

pr .

:%!Ee proposal would divide Farmers Home Administration hous-
ing programs between two different agencies, requiring each to de-
velop its own housing expertise. -

Of equal concern is the linkage of housing programs to be located”
in different agencies and administered b erent staffs. As an ex-
ample, the section 502 Single-Family Home Ownership Program
would be in the Farm Administration, while the Self-Help Program
would be located in the new Rural Development Administration.

Our concern is that these programs are inextricably linked to
each other, and Self-Help applicants may well have to deal with
two separate agencies in order to get their loans, located possibly
in different communities, and have to comply with two sets of rules
and regulations, and w. feel that that ought to be looked at quite
carefully.

The tiird is the linkage of farm housing and development pro-
grams.

Recognizing historical ties between agriculture, economic devel-
opment, and other factors in the hesalth of rural communities, Con-
gress combined many of these programs for rural development
under one agex;?'.

The agency administers a wide range of programs addressing all
sectors of rural society, strengthening the Farmers Home Adminis-
tration as a full service agency and benefiting rural Americans
with & coordinated program of credit and grantmaking activities.

1i2
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Program divisions between agencies should be carefully looked at
to ensure the continued benefit to the rural people of a coordinated
rural development loan and grantmaking program.

Finally, supervisory field structures. At present, the existing
Farmers Home Administration district offices provide supervisory
services for the local county offices as well as processing support
for multifamily housing programs.

If these offices are split into different agencies, a mechanism will
hove to be created to provide the kind of county office supervision
that the district offices were providing.

In summary, we endorse the intent of the legisiation to enhance
rural program delivery, and we believe this concept can be
achieved and should be achieved after careful analysis to guaran-
tee that the Farmers Home Administration beneficiaries continue
to receive a high level of coordinated program services.

In the meantime, we would like to encourage, though, that the
Congress look at increasing the staff of the Farmers Home Admin-
istration to adequate levels and to assure the aggressive adminis-
tration of the existing programs that we currently have.

Now, Mr. Chairman, let me turn briefly to the National Rural
Development Strategy Report, if I may. The implications of the
report are that this is the first comprehensive look and strategy
that has been developed for rural America, and I know this com-
mittee does not need to be reminded, but let me comment that our
Nation has a long and a proud history of commitment to the people
of rural America.

The Federal Government's role in this century dates back to the
Country Life Commission in the early 1900’s, the Resettlement Ad-
ministration, and Farm Security Administration of the 1930's; in
the 1960's, we saw the President’s Advisory Commission on Rural
Poverty, in 1972, the Rural Development Act, and this was followed
by the establishment of regional commissions and the initiatives of
the Carter administration and enactment of the Rural Develog-
ment Policy of 1979—a significant history of looking at and provid-
ing for programs in rural America.

From 1970 to 1980, the Farmers Home Administration made
single-family housing loans to over 1.2 million rural families.
Before that, the total level had been around 250,000 loans.

Full implementation of the subsidy program for the first time
made homes available to very low and low income families. In addi-
tion, the Farmers Home Administration embarked on a number of
other programs, including rental assistance, the 515 multifamily
program, the Self-Help Program, that have provided assistance in
rural America.

Mr. Chairman, these accomplishments were only attained
through the commitment and the role of the Federal Government,
which provided programs, the capacity to carry out those pro-
grams, and the funds to see that the programs were effective and
worked.

Even though these activities have been going on and there have
been improvements in rural America, the report paints a rosy pic-
ture of economic recovery and unemployment decline in rural
areas absent supporting data. It focuses on the links between agri-
culture and rural communities, glossing over the depths of the con-
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tinuing economic depression of the farm sector and other sectors
such as hou 1g and heslth.

To concluwe, our agency has taken a look at the 1980 census as it
affects rural communities, and as part of that look at the census,
we went out and did some field surveys of rural communities.

In one community in the Arkansas Ozarks, I'd like to share with
you one paragraph out of a case study of that area. The official of
the Area Agency on the Agency observes that housing conditions
contribute to the health problems of the elderly in Newton and
Searcy Counties. Lack of protection from the elemenris contributes
in winter to a high incidence of hypothermia, and in summer to
heat prostration. Rheumatism and arthritis are common, and their
effects are more severe for those who must walk outdoors to privies
and water pumps.

Indoor pollution from wood and coal stoves contributes to respi-
ratory ailments. The ensuing health problems are made more seri-
ous by the lack of doctors in the area. There are only two in Searcy
County who attempt to visit the ill in Newton as well, where other-
wise there are no currently practicing doctors.

The health officials find that in all northwest Arkansas, the aged
of Newton and Searcy Counties are the most in need of in-home
medical care.

I think that one comment points out & number of problems that
are faced in our rural communities that need to be addressed in an
aggressive and in a positive manner.

Thank you very much, Mr. Chairman.

{The prepared statement of Mr. Wilson appears at the conclusion
of the hearing.]

Mr. Jongs of Tennessee. Thank you very much, Mr. Wilson, for a
very good statement, and we appreciate your being here today.

And now the final witnesses, Mr. Shephard and Mr. Edson.

Gentlemen, whoever comes first.

Mr. SurrAgD. I think that will be :ne. Mr. Chairman.

Mr. Jongs of Tennessee. Mr. Shepard. Thank you.

STATEMENT OF JOSEFPH A. SHEPARD, VICE PRESIDENT, COUNCIL
FOR RURAL HOUSING AND DEVELOPMENT, ACCOMPANIED BY
CHARLES L. EDSON, COUNSEL

Mr. SueraARD. I'm Joe Shepard, and I'm a developer from Web-
ster Groves, MO, and vice president of the Council for Rural Hous-
ing and Development, and it's in that capacity that I'm speaking
here today.

I might just interject, following up on some comments that Mr.
Rapoza made, that the plight of the rural elderly and poor in terms
of their housing is so overlooked on the part of so many people, for-
tunately not by this subcommittee.

Just some statistics that come to mind—in the Missouri boot
heel, that I'm sure that Mr. Chairman is very familiar with, since
it's right across the river from Lake County and Dyer County and
so forth, that have largely the same kind of conditions—and, by the
way, I do develop in western Tennessee and a couple of other Mid-
Atlantic States in addition to Missouri—have an incidence of 45
percent of the housing stock as substandard.

11
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That compares with the city of St. Louis, which has approximate-
ly 25 percent of its housing stock—which gets a much higher pro-
file—being substandard, and St. Louis County, which is not a part
of the city of St. lnui&hastwoandahaifﬁmesthem\daﬁonof
the city—has only an incidence of 5 percent substan housing,
and yet you find considerably more ollars—total Federal dollars,
at least xga{mst years—going to the urban and suburban areas than
to the rural areas.

I'm grateful to see any efforts on behalf of—by this committee to
help the housing conditions in these rural areas.

As a matter of general background, the Council for Rural Hous-
ing and Development is composed of over 120 member organiza-
tions in 38 States who are active developers under the section 515

program.

During our 3-plus years of existence, we have been very active in
both the legislative process and in working closely with Farmers
Home to assure workable regulations and procedures.

In its over 30 years of existence, the Farmers Home Administra-
tion has provided over a quarter of a million units of rental hous-
ing for rural families and elderly persons with low and moderate
incomes.

Housing financed through the section 515 multifamily rental pro-
gram has a nationwide feputation for being a well managed asset
to the community where it is located. The default rate on section
515 housing is virtually zero, a record unmatched by any other
form of public or private housing.

In sum, Farmers Home has a long history of providing shelter to
the needy rural Americans with maximum quality and minimum
financial difﬁcultg.

Speaking for the council, I am pleased to say our relationship
with the Farmers Home Administration has been cordial, coopera-
tive, and constructive. The FmHA leadership has kept its doors
and minds open to us, its field staff has been a part of the commu-
nity, it serves every bit as much as our members. Farmers Home
has almost always been willing to discuss our concerns and has
always listened to our suf;gesﬁons on regulatory issues.

Given this background then, we are almost tempted to take an
attitude of “If it ain't broke, don't fix it.” Some recurring trends,
however, led us to question if some changes in the organization of
Farmers Home functions would not be an im&mvement and lead us
to commend to you the approach of H.R. 5024, the Rural Develop-
ment Reorganization Act otP 1984.

Farmers Home officials have at times expressed to us a concern,
which we share, that processing of housing loans is adversely af-
fected by the processing of farm loans, at least on a seasonal basis.

Ina tyfical calendar year, there will be virtually no multifamil
housing loans processed during the first few months, as FmH
staff concentrates its efforts on getting the farm loans out.

We are told—and rightly so—that the crope just won't wait. As
the season for farm loans draws to an end and State offiges are
faced with the prospect of having their section 515 funds shifted to
other States via the national pool, a frenzy of housing loans proc-

essing begins.
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A spring ritual for us is to visit the Farmers Home to urge speed-
ier multifamily processing. While some valuable adjustments have
resulted, this problem remains.

For example, this year Farmers Home scheduled a preliminary
pooling of multifamily housing funds for March 31. As of March 21,
only $79 million has been obligated; 8 percent of the year's appro-
priation of $340 million for rural multifamily housing was spent
Just 10 days short of half the fiscal year. In that last 10 days how-
ever, another $102 million was obligated; about 25 percent more
mone}i’S was obligated in that 10-day period than in the previous 5%
months,

For these reasons, we see significant merit in separating the
housing, community development, and business and industry pro-
grams from the farm program. We would then have rural develop-
ment district offices with staffs dedicated to these programs the
year round who would not have to diffuse their housing efforts by
dealing with pressing farm problems.

We can also see reciprocal advantage for the farm program as
well, enabling the Farm Administration staff to deal with pressing
farm loan problems on a full-time basis.

There is another area relative to which the proposed change
could be helpful. At this time, the administration is making a re-
quest to transfer about $250 million of funds Congress appropriated
for sections 502 and 515 over to the farm programs.

We question the administration’s legal right to make this trans-
fer, and we think it is very bad policy. If more money is needed for
the farm programs, then such funds should be obtained through
the appropriations process, and not by taking funds from an equal-
ly needy endeavor such as housing.

Hopefully, if there are different administrations within the De-
partment of Agriculture, such funds transfer would be more diffi-
cult to achieve.

In summary, the Council for Rural Housing and Development
commends the concept of separate farm and rural! development ad-
ministrations. We congratulate Congressman Wes Watkins for his
attention to this issue and respectfully urge this committee to give
it serious consideration.

Thank you very much, Mr. Chairman, for letting us share our
thoughts with you.

Mr. Jones of Tennessee. Thank you very much, Mr. Shepard. We
appreciate your being here, and you made a good statement.

hould we make it a part of the record also?

Mr. SHEPARD. | used the statement; it was a brief statement.

Mr. Jones of Tennessee. Very good.

Mr. Edson, do you have a statement?

Mr. EpsoN. No; I don’t.

For the record, my name is Charles L.. Edson, of the Washington,
DC, taw firm of Lane & Edson, P.C. I am counsel to the Council for
Rural Housing and Development, accompanying Mr. Shepard, and,
unlike many of my colleagues in the legal profession, I have really
nothing to say or add to what my client has so eloquently said to

ou,
Y Mr. Jongs of Tennessee. Well framed.
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Thank vou very much. We appreciate yo being here anyway,
Mr. Edson.

Wes, do you have some questions?

Mr. WATKINS. Yes, Mr. Chairman; I do. I'd like to again thank
you.

I welcome the housing group here. I think some of you may or
may not know, before I came to Congress, I was a construction con-
tractor—a rural housing apartment contractor, basically utilizing a
lot of Farm Home programs.

I want to commend you, Mr., Shepard, for your comments. I think
you have seen the merit for what I'm attempting to do.

Mr. Rapoza and Mr. Wilson, I'm a little concerned about part of
ﬁ)ur testimony there. I mi%ht say the district offices have set up—

r. Chairman, you probably remember Jim Smith, who has been

in Congrss.
Mr. Jongs of Tennessee. Yes—very well. g}

Mr. Wartkins. He was from the hometown where I was living a
that time, and I came to Washington severa!l times to encourage
the district offices to be set up.

Why? The purpose of that district office being set up—in order to
shift some of the—yes, to do some supervising, Mr. Wilson, but also
to shift the things like rural water, multiﬁle housing, other things
that Farm Home county supervisors might fund maybe one time
every coupie of years,

As Mr. Shepard can tell you, a county supervisor will not fund a
multihousing 515 program every year. You may be able to get one
every 2 or 3 years in some counties, but in the 3,000, about 39 or
more counties, there is not that kind of money, et cetera.

So basically the districts were set up in order to do those thin%s
that do not occur every day. It's just like doing your income tax. If
you did your income tax every day, you wouldn’t have to go get a
CPA to do it; you'd know how to do it; but when you do it one time
a year, you end up going down and trying to get an accountant to
help you do it.

That’s what confuses the county supervisors. It's impossible for
them to know and maintain the knowledge of all the programs
that have been placed under them over the years.

So recognizing that district situation, let me point out, Mr.
Wilson and Mr. i{:é)oza, that the purpose—and I want to make
sure you understood—the housing program would be under one

ency, with only the administrative phase of the single-family in
502, which 1 built mostly, continuing to be administered under the
county supervisor,

Now, I'm not real hung up on that. I could shift that all to the
district offices; it's easy enough. I left it that way in order for the
county supervisor people to walk in on the county and get the
single-family housing. If that's a real hangup, I could shift that,
along with all housing.

The reason why I didn’t bother with the Self-Help is because usu-
ally Self-Help is done in clusters. There is usuaily someone who is
administering a cluster of Self-Help, and so going to the district
office and processing those is not any difficulty.

So you do not have two agencies actually conducting the loan of-
fices and everything like that. You have a shift of the administra-

1i7
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tive phase of the 502 on a county basis, and I thought that would
be good in order to keep it on a close, local basis in the county.

If that's a real problem, I can shift it ail to the district in the
bill, but I thought it had some merit by relaining it that way.

I wanted to point that out because, having the experience out
there, I have gone in literally also and waited for days, and the
paper turned yellow waiting for something to be processed.

In all respect, it's the best delivery system we have—Farmers
Home Administration—but we do not—we shouldn’t accept the
weaknesses that we have there, and I think, without question, by
streamlining Farm Home, letting it become a farm loan office,
shifting mainly the rural development housing programs to a rural
development administration office, our efficiencies will be in-
creased.

It's like me trying to assign my staff member to two major differ-
ent functiorn, and usually by the end of the week I say, “Did you
get so-and-so done?”’ and the staff member says, “No; I've been
working on all this other; I haven't had time to get on this,” the
reason being sometimes we feel like we have some unknowns, and
all of us will shift our unknowns to the side.

We won't fund—we will not get out there and fund those things
that we are still unsure about. It's easier to put them off.

That's why 1 felt strongly that we shift the rura! development ac-
tivities under one administrative office, so we can basically have
someone who becomes very knowledgeable in carrying out that
function on a day-to-day basis on a county levei. That's kind of the
purpose of it, and 1 wanted to share that with you, because I hope
vou will not perceive the wrong perception of how this is to be set

up.

Mr. Wilson,

Mr. WiLson. Mr. Watkins, thank you very much for those com-
ments.

I think we share the same concern about rural development, and
I think we share the same concern about the value of the Farmers
Home Administration and the value of the delivery mechanism of
that agency, and we would like to offer to work with your staff,
and to meet with you and your staff, and talk about the issues that
we have raised in our comments today, and maybe share with you
some of our expertise in the area, and hope that we can reach some
of those common gonals by working with your staff and sharing
zumﬁ of our information with your staff, and we would be happy te

o that,

Mr. Warkins. Also, do you understand how the Appropriations
Committee works?

On my subcommittee, we have all these line items listed. We are
not changing any of that. We still have 502 single families; we still
have 504 now. We would come right down through there, and we
would put the figures out there, and the only difference would be
administering—Ilike the 502 figure would be on the county level;
ther}e would be a directive there saying it is administered on that
level.

You wouldn't have any deviation on the financing mechanism
like you have today, with one of them being with the rural develop-
ment administration, and all items listed under it, and others the
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Farm Administration, all items still listed with it—the same way
we do today. So it's not going to weaken any of the position of
housing, to say the least.

I think if we can get ail of the people out there in rural America
working and backing a rural devel:g;nent agriculture bill, we are
going to strengthen our effort and t money we can get, and not
end up having the administration divert moneys away—have them
come to us and say, “We've got to have a8 supplement for this pro-
gram,” not just take it away from other citizens in rural America.

Mr. Chairman, that's all I have.

I appreciate all of your interest in hcusing. It's vital; believe me.
In Tennessee and Oklahoma, I still have one of my counties as high
as 10 percent plus with people who do not have running water.

You know, you do not have that in the urban centers of America
at all. We still have got quite a ways to go to get adequate housing
and adequate shelter.

Thank you for keeping pushirg. I think we can work something
out for everyone.

Mr. WiLsoN. Thank you.

Mr. Jongs of Tennessee. Thank you very much, Wes.

I want to say to you, I thank you sincerely for spending the day
with us. I know you didn’t have to, but I know your dedication and
sincere interest in this bill and what we are trying to do here.

Gentlemen, thank you for your patience and being last on the
program today. We will try to put you first the next time.

I ask unanimous consent to insert the statements of Sandra S.
Osbourn into the record. Without objection, it is so ordered.

Mr. The meeting is adjourned until the call of the Chair.

[Whereupon, at 5:10 p.m., the subcommittee was adjourned, sub-
ject to the call of the Chair.]

[Material submitted for inclusion in the record follows:]
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SUBMITTED BY MR, WATKINS
“TEST{MONY ON BEWALF OF H..R.5624,
THE RURAL DEVELOPMENT REORGANIZATION ACT OF 1984
‘ BEFORE THE HOUSE AGRICULTURE SUBCOMMITTEE ON
CONSERVATION, CREDIT AND RURAL DEVELOPMENT

WEONESDAY, May 16, 1984

Mr. CHAIRMAN AND MEMBERS OF THE COMMITTEE., | APPRECIATE THE
OPPORTUNITY TO APPEAR BEFORE YOU TODAY ON BEHALF OF H.R. 5824, The
RURAL DEVELOPMENT REORGANIZATION ACT OF 1984 AND THE OFFICE OF RURAL
DeEVELOPMENT POLICY'S RURAL STRATEGY REPORY, "RURAL COMMUNITES AND TME
AMER ICAN FARM: A PARTNERSHIP FOR PROGRESS" WHICH WAS MADE AVAILABLE A
MONTH AGO TODAY,
{N VIEW OF THE CONTEXT OF THE REPORT AND IT'S VERY TITLE. | FEEL
THE TWO ARE INTERTWINED. ON PAGE 3 OF ORDP'S REPORT. WE READ: -

"BECAUSE OFF-FARM iNCOME TOVER 68 PERCENT TODAY! NAS BECOME
S0 CRITICAL TO THE FARMER'S ECONOMIC SURVIVAL, AND BECAUSE AGRI-
CULTURAL PRODUCTION REMAINS SO VITAL TO THE REST OF THE RURAL

ECONOMY, AN ECONOMIC PARTNERSHIP RETWEEN THE FARM AND THE RURAL.
— COMMUNITY HAS BECOME ESSENTIAL TO TME PROGRESS QF BOTM THESE
— RUBAL INSTITUTIONS., MORE EFFECTIVE USE OF EX{STING FEDERAL
ASSISTANCE WiLL ENHANCE THIS PARTNERSHIP.™
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| HAVE SUPPLIED TO MEMBERS OF THE SUBCOMMITTEE A BRIEF LETTER
WHICH OUILINES SOME OF THE GROUPS AND ORGAN!ZATIONS SUPPORTIVE OF TRE
CONCEPT OF M.R. 5824, | REPEAT TMEM MERE FOR THE RECORD:

AMERTCAN PLANNING ASSOCIATION,

NATIONAL FARMERS UNION,

NAT1ONAL RURAL ELECTRIC COOPERATIVE ASSOCIATION,
AMERICN FARM BUREAU FEDERATION,

NATiONAL RURAL Housing COALITION,

NATONAL SHORTLINE RAILROAD ASSOCIATICN,

Texas® COUNCIL OF STATE COMMUNITY AFFAIRS AGENCIES,
NATIONAL RURAL WATER ASSOCIATION,

AMER1CAN AGRICULTURE NOVEMENT. INC..

NATIONAL MiLK PRODUCERS FEDERATION.

NAT1ONAL ASSOC IATION OF TOWNS AND TOWNSHIPS.
SOUTHEAST GEORGIA AREA PLANNING AND DEVELOPMENT CoMmISSION,
NATIONAL GRANGE. AND

NATIONAL FARMERS ORGANIZATION.

YOU wiLL HEAR FROM MOST OF THESE GROUPS TODAY AS WELL AS OTHERS.
BtFORE | WAS ELECTED TO THE CONGRESS., | WAS A HOME BUILDER AND
REALTOR., BEFORE THAT, | ORGAN{ZED AND SERVED A5 DIRECTOR OF ONE OF

THE FIRST ECONOMIC DEVELOPMENT DiSTRICTS N OKLAHOMA, I HAVE TwO
LEGREES N AGRICULTURE FROM THE OKLAHOMA LAND-GRANT COLLEGE. BEFORE
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THAT | WAS A FARMER AND THE SON OF A FARMER WMERE ., WHEN WE HAD 70 GO
FROM ARKANSAS 70 CALIFCRNIA (N THE DEPRESSION TO FIND A J0B, WE KiDS
DIDN'T KNCw WE WERE POOR BECAUSE, IN A COLD-WATER FLAT iN CAKLAND, FOR
THE FIRST TiME WE HAD INSIDE RUNNING WATER,

THE POINT | AM MAKING 1S THAT | KNOW RURAL AMERICA AND RAVE LIVED
MCST OF iME PROBLEMS THAT A LOT OF OTHER PECPLE JUST READ ABLUT,

THE PECPLE OF THE THIRD DISTRICT TELL ME THAT THEY NEED UORS,
THAT THEY NEED AN AGENCY wb1Cr MAS A SOLE MISSION OF DEALING WITH
AGRITLLTURE, THAT THEY NEFC HELP N MELPING THEIR COMMUNITY GROW. |
THINK H.OF . Sdgh 1S A STEP TOWAPD THAT END.

WHEN A FARMER GOES INTC THE FARMERS HOME OFF (CE, HE DOESN'?
REALLY CARE TQ FIND OUT THAT ALL THE PERSONNEL ARE TIED UP WITH A
WATLR LR LEWER PROJECT: HE'S GOT CRCP PKOBLEMS AND AS YOU KNOW., WHEN
PIS TiMt TG SOw OR TO REAP, T CAN'T WAIT. ON THE OTHER NAND, WHEN A
RURAL CEVELOPMENT PRCJECT 1S TIMELY THME PEOPLE WHO ARE TRYING TO GET
It PROGRESS MADE SOMETINMES CAN'T BE MELPED BECAUSE THE PERSONNEL ARE
THELD UP Wi FARMERS' PRUBLEMS,

B S8 WCULD CORRECT THAT IN THAT 1T PROVILES FOR:

To THE CURKENT FARMER'S HOME ACMINISTRATION (FMMAD wiLL BECOME
T FARM DML USTRATION WiTh JURISDICTICH OVER THE PRESENT AGRICULTURE
LCAN FAUGRANMS

T Fab! INGREDIENTS FOR RURAL DEVEL OPMENT ViILL HE COMBINED
AITHOASSCCIATED MEASURES FROM THE RESOURCE, CONSERVATION AND
DEVELOPMENT PROCRAM, TECHNNICAL ASSISTANCE AND PLANNING FUNCTIONS OF
THE Ubbict OF PLRAL DEVFLOPMENT POLICY 70 FORM A NEW RURAL DEVELOPMENT
ADMINILTRATION (RDAY,  FMHA, wiTH SOME OF 11% ADMITTED FAILINGS, STILL
RAS THL BES!T DELIVERY SYSTEM AVAILABLE (N RURAL AMERICA, WE WANT 10
KEEP 1T THAT vAY AND STRENGTHEN THE ROLE OF SLRVICE DELIVERY TO

FARMERS wHU NEED ALY THRE HELP TREY CAN GET THESE DAYS,
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3. CURRENT FMHA DISTRICT OFF{CES WiLL BECOME THE DELIVERY SYSTEM
“FOR THE RUuRAL DEVELOPMENT ADMINISTRATION. THE RDA DiSTRICT OFFICES
WiLl WORK DIRECTLY WiTH THE RC&D COUNCILS, THE ECONOMIC DEVELOPMENT
PLANNING ORGANIZATIONS, AND THE PEQPLE OF RURAL AMER!CA FOR A BETTER
"{1FE.
4. RCaD COUNCILS WiLL CONTINUE AS VOLUNTEER GROUPS WORKING WITH
[LGCAL UNITS OF GOVERNMENY AND THE PEOPLE FOR A BETTER LIFE. SOiL .
CONSERVATION SERVICE TECHNICIANS WHO WORK AS RCaD (O-ORDINATORS Will .
CONTINUE IN THAT CAPACITY AND WHERE POSSIBLE BE FURTHER TRAINED TO
INVOLVE THEMSELVES N THE ASSOCIAYED MEASURES ASPECTS OF RURAL
DEVELOPMENT .
%. Two CATEGORIES OF FMHA LOANS WILL BE TRANSFERRED TO THE SOIL
CONSERVATION SERVICE (SCS): WATERSHED PROTECTION AND FLOOD PREVENTION
ANU RESOURCE CONSERVATION AND DEVELOPMENT LOANS. THESE ARE CURRENTLY
COMPLETRED W!TH TECHNICAL ASSiSTANCE AND PLANNING BY SCS AND
ADMINISTERED BY FmHA,
6. THE BILL CALLS FOR RENAMING THE DEPARTMENT OF AGRICULTURE THE
UEPARTMENT OF AGRICULTURE AND RURAL DEVELOPMENT. THE REASONING BEHIND
THIS ACTION 1S THAT THME CITY COUSINS HAVE A DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT AND THAT ONE THIRD OF AMERICA - THOSE WNO LIVE IN '
RURAL AMERICA - SHOULD HAVE AT LEAST A PARY COF A CABINET LEVEL
DEPARTMENT WHICH HAS THE EMPHASIS ON RURAL DEVELOPMENT.

IN THE DRAFT LANGUAGE OF H.R. 5824, | HAD PROPOSED THAT ALL FuHA
HOUSING PROGRAMS WITH THE EXCEPTION OF SECTION 582 SINGLE-FAMILY
DWELL | NG5 BE TRANSFERRED TO THE NEW RURAL DEVELOPMENT ADMINISTRATION
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TO BE :RPLEME&rED AND ADMINISTERED ON THE DISTRICT LEVEL, TH!S would
LEAVE SINGLE-FAMILY HOMES ON THE COUNTY LEVEL, WHERE HOUSING COULD 8E
sas;Lv ACCESSIBLE TO THOSE WHO QUALIFY FOR FMMA FINANCING. SINCE THAT
TiME, MY GOOD FRIENDS WHO ARE POTENTIAL HOME BUYERS AND THOSE IN THE
" HOUSING INDUSTRY HAVE TOLD ME THAT TO SPEARATE THE PROGRAMS WOLLD NOT
8E GOOD AND (HAT HOUSING AVAILBLE ON THE DISTRICT LEVEL wouLd WORK NO
- GREAT HARDSHIP, THEREFORE. | AM AGREEABLE TO LISTENING TO FURTHER Coee
DEBATE ON TH!S PARTICULAR PART OF THE PROPOSAL.

WE ALSO PROPOSE THE LATERAL TRANSFER OF SUCH PERSONNEL AS
Neceésnﬁv ON THE STATE AND NATIONAL LEVEL., PLUS FMMA UISTRICT
PERSONNEL . WHO ARE NOW PROIVIDNG THESE SERVICES TO THE APPROPRIATE NEW
AGENCY. IT IS PROPOSED THAT THE SPECIALISTS NOW WORKING WITH SPECIFIC
PROGRAMS CONTINUE IN THAT SPECIALTY AT THEIR NEW ASSIGNMENT FOR AN
DRDERLY TRANSITICN AND TO SEE THAT SERVICE TO THE PEOPLE IS NOT
DELAYED.

THE PROPOSAL LEAVES INTACT THE FEDERAL CROP INSURANCE PROGRAM AND
THE RURAL ELECTRIFICATION ADMINISTRLATION,

| FEEL., AND INOSE WHO UNDERSTAND THE PROPOSAL AGREE, THAT THIS
WiLL BE GOOD FOR EVERYONE,

AGR1ICULTURAL PRODUCERS WILL NOT MAVE THE FORCES OF IMEIR ASS!GNED
PERSONNEL DIiLUTED AND THE DELIVERY OF AGR!CULTURE PROGRAMS WiLL BE
STREAML INED,

THE RC&D COUNCILS' ROLE WiILL BE EMPMASIZED AND STRENGTMENED.

IHE PROPOSAL WILL GIVE A MORE COMPREHENSIVE THRUST TO THE SOiL
CONSERVATION SERVICE,
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_AND, FINALLY, THE PROPOSAL WILL FOR THE FIRST TIME PROVIDE A
SOLE-SOURCE AGENCY FOR DELIVERY OF RURAL DEVELOPMENT PROGRAMS TO THE
82 MILLION PEOPLE WHO HAVE THE HOPES AND OREANS OF CONTINUING TO LIVE
gggggqu IN RURAL AMERICA WITH A VASTLY iMPROVED ECONOMIC AND SOCIAL

CLIMATE,
MR. CHAIRMAN AND MEMBERS OF THE COMMITTEE, AGAIN THANKS FOR

AFFORDING ME THE OPPORTUNITY TO APPEAR AND §'LL BE GLAD TO REPOND TO
ANY QUESTIONS PERTAINING TO H.R. 50¢b As [ ENVISION IT.

. M 33»3:,1
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. MATIONAL
! FARMERS

STATEMENT OF

PAUL R. SACIA
_ ASSISTANT DIRECTOR OF LEGISLATIVE SERVICES
N . NATIONAL FARMERS UNION

BEFORE THPR

HOUSE AGRICULTURE SUB~COMMITTEE ON CONSERVATION, v
CREDIT, AND RURAL DEVELOPMENT

CONCERNING
THE RURAL DEVELOPMENT REORGANIZATION ACT OF 1984

WASHINGTON, D.C.
MAY 16, 1984

Mr. Chairman and Members of the Subcommittes:

The Natiopal Farmers Union appreciates the opportunity to
express its strong support of H.R. 5024, the Rural Development Re-
organization Act of 1984 before your committee teday.,

The Farmers Home Administration, since ite authorization :
in 1946, when it replaced the Farm Security Administration, has
been given increasing rvesponsibility in a wide range of activ-
ities for serving rural America. .

Today the farmer's lean program of FmHA has become a smail
portion of its total annual loan portfolio. The myriad responsi- o
bilities of FPMHA has greatly weakened the agency's adbility to admin- .
- ister ownership and operating locans. The General Accounting Office
: has documented the inadequacies of PmiA'S performance in farm loan

supervision. At the same time, Congressional hearings have demon-
strated that USDA has been unable, or unwilling, to carry out a
coordinated rural development program.

In March, at the National Farmers Union convention in New
Orleans, our delegates made clear what they believe should be the ' ~
responsibilities of a reorganized farm loan agency. The national
delegates stated as policy that:

"The Family Farm Recapitalization Administration must:

1. Be restricted to the assistance of family-sized farm
uanits, as the lender of last resort.

<
-
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-. . -2, Provide supervised loan programs for the recapital-
ization of family farms.

" .- . 3. Have authority to provide long-term real estate loans,
with adjusted interest rates and flexible repayment schedules in
aceordance with the producer's annual net farm income and crop pro=
duction to assist undercapitalized and beginning farmers.

=" §. Rave authority for production (operating) loans at ad-
justed rates and flexible repayment schedules.

S. Be authorized to develop innovative programs of finance .
and assistance for land transfer between generations and the estab- b
lishment of new farm units, including programs such as the Saskat- o
chewan Land Bank.

§. Work closely with state programs designed for beginning
and undercapitalized family farmers, and be able to supplement and
guarantee such state programs.

7. Become the primary agency within USDA for researching
and developing programs and policies towards the goal of providing
~-~ . gecurity for the family farm system of agriculture.”

To a large degree, H.R. 5024 addresses the concerns express-
ed by our members in New Orleans. Our only substantive problem
with the bill lies in changing the name of the Department of Agri-
culture. While the Farmers Union would not oppose this legisla-
tion if the proposed name change did occur, we believe that trying
to develop a name that is representative of the Department's wide
range of responsibilities would simply be an exercise in semantics
and could impede the progress of this very important bill as it pro-
ceeds through Congress.

There is no need to document before this committee the crisis
atmosphere that exists in rural America. We believe H,R. 5024 can
be very helpful in at least creating a more effective delivery
system to a constituency that cannot afford inefficiency and unres-
ponsiveness.

Thank you for your consideration.

Aruitoxt provided by Eic:




128 .

' STATEMENT OF TRE AMERICAN FARM SURSAU PEDERATION
TO TBE SUBCOMNITTEE ON CONSERVATION, CREDIT, AND RURAL DEVELOPMENT
‘ O HOUSE COMMITTEE OR AGRICULTORE
REGARDING THE RURAL DEVELOPMENT REORGANIZATION ACT OF 1984

Presented by
...Mary Kay Thatcher, Assistant Director, National Affasrs Division
May 16, 198¢

., Mr. Chairman and membess of the Subcommittee, Parm Bureau appre-
ciates the cpportunity to present testimony on the "Rural Development
Reorganiration Act of 1984."

The American Fars Buresu Federation is the nation's lacgest
general farm organization with a membership of over 3.3 million
fagilies in 48 states and Puerto Rico. Pars Bureau xembders produce
virtually every type of commodity grown on & commercial basis in the
countzy., County, state and nationzl Pars Dureau policy is developed
by the producer mesbers.

- The Parmers Home Administration was originally created for one
purpose-~to make loans to depressicn-stricken farm families, Today,
although ¥mEA still aids family farmers, its resources are not
concentcated on aiding family farmers because its programs have becoae
highly diveruified. Programs which require not only funds, but time
and effort of FeEA personnel include: home ownersdip lcans, rental
housing loane, mutusl self-help housing loans, congregate housing
loans, wvater and waste dizposal loans, energy impact assistance
grants, coumunity facility funding, business and industry program
funding, watershed and flood8 prevention loans, and rescurce
consesvation and development loans.

These programs &ll draw on the time that PmHA personnel at the
national, state, and especially local levels have to spend on the -
agricultural credit programs--those programs which PmiA was originslly
estadlished to address. :

. In fiscal ye&r 1983, PmEA‘s Rural Housing Insurance Fund, spent
szinly on various housing programs, had a reimbursement for Iosses
exceeding §1.1 billion., The Rural Development Insurance Mund, spant
on alcobol production, community facility, andé water and waste
dispossl loans, had 2 reimbursement for icsses excesding $336 million.
At the same time, the Agricultursl Credit Insurance Fund, whick funds
farm ownership and cperating loans--which shouid be the dackbdone of
all MHA funding--had a reimbursement for losses of only $682 million.
This included funding for soil and water loans, Indian land
acquisition loans, recreation loans, and others.

Our point is simple, farmers could be aided much more if PagA
d4id not have to spend so much time and money on all the non-farm
programs presently administered by M™mEA.

P
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A discussion one of our State Farm Bureau Presidents had with
‘his coutnty FmHA personnel provides specific example. Se cowmplained
af the long periocds of time farmers had to wait before hearing from
© PmHA -sbout theiy loan applications. The farmer pointed out chat
foreing a farmer to wait until mid-April to see 1f€ nis operating loan
would be approved was too late in the year. Fe was told that one of
the diggest time cONSLIAINES was ehe fact that at least two days each
[waek were spatit on housing lcans.

We must not Jet this continue. ohe answer to aiding more farmers
ig not simply more money--it is better and faster seyvicing by PmEA
persennel.

farm Bureau is pieased to conmant on Congressman Wes wackins® bill
to reorganize the Farmers Home Adsinistration, The thrust of the pro~
posal would shift the non-farm programss of FaNA to a new division in
the DSDA. It would also shift soil and water conservation loan
programs to the Soil Conservation Service. rarm loans would be
handled by the present county and state apployess. All rural develop-
ment lcans would be handled at the district level (former FmiA
district offices). H. R. 5024 would do the following things:

1. fThe Department of Agriculiture would be renamed the Pepariment
of Agriculture and Rural Development.

2. The PFarmers Home Administration would be renaned the Farm
Administration. The Office of Rural Development Policy,
would be renamed the Rural pevelopment Administration.

3, The Parm administration would have control over the following
programs: Fardm Operating Loans, Farm Ownership Loans,
tmergency Disaster Loans, Efconomic Emefgency Loans,
Guaranteed Emergency t.ivestock Loans, Soil and Water Loans,
Irrigation and Drainage Loans, Indisn Land Acquisition Loans,
Grazing Association LoOans, Recreation Loans, and Section 502
Home Ownership Loans {provides Rural Bousing Loans for single
family units).

4, Transfers Resource Conservation and pevelopnent Loans, and
wWatershed and Flood Prevention Loans to the Soil Conservation
Service.

-- 5. The Rural Development administration will bhave responsibility
for the following programs! gusiness and Industry Loans,

- Community Pacility Losns, Rural Housing Programs, the ser-
vices new authorized under the offices of Rural Development
policy, Water and waste Disposal Loans, Water and Waste

. Disposal Grants, Rural Development Grants, Rural Development

- planning Grants, Energy Assistance Grants and 10 of the 11
Rural Housing Programs (Section 502 Single Family Uni{t Loans
will remain under the jurisdiction of the Farm
Administration).
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. Farm Bureau i5 pleased to support the concept of Congressman
Watkins' proposal. te do, howeves, have two exceptions to that
support., First of all, we do not support his idea of renaming the
Department of Agriculture. In addition, we fesl & name similar to

< TATR Finance Administration would more accurately identify the

zasponsibilities of what Congressman Watkins has named the Farme
Administration,

. S0 Mr. Chairman, Farm Bureau feels that by reorganizing the Parmers
Hiome Administration, local parsonnel will have nuch more time to
review farm loan applications and to service those loans once made.

& we abp:ecia:e the opposrtunity cbxtestify this morning.

Full Tt Provided by ERIC.
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STATEMENT OF JAMES MILLER

Assistant Legisiative Diractor -
The Nstiona! Grange ‘ Lo
Before ‘
The House Conservatiun, Crafit, and
Rura! Devealopmant Sutbcommittee

RE: H.R.5082
The Rural Devalopmant Reorganization Act of 1988

Congmm Jonas and Committes Mambars:

Tht Nationa! Grange is p}uud to appesr here today and join the list of organi-
zations supporting H.R.5082, the Rural Development Reorganization Act of 1984.
- The Grange belisves that Raprssantative *ltkins has mada 3 meaningful snd
positive contribution to furthering the fundamental goais and programs within
USDA. Most importantly, from our mndpoim. H.R. 5082 would clesrly daiineate
the prograsms dssigned primarily for '‘production agricuiture, and it spacifies the
nature of their purposes and clientaie.

" The National Grange has long supported & Farmers Mome Administration that is
true to its original mission -~ a last resort funding agency for production ag-
riculture. While we ses merit to the other programs assigned to FmHA in recent
years, the point cannot be overstated that they have siphened administrative at
tantion from the aoriginal mission to othar dutiss only remotaly concerning produc-
tion sgriculture.

The Grange supports establishment of saparste Administrations for farm program
and rursi development projects. By separsting the functions, maore is accomp-
lished than simply moving boxes around in a flow chart, The mchan%m will exist
to focus attention on the differing goals, and (n addition, future programs more
attunad 't,:‘ rural economic and social illpmuunt will have a more logical place to
be assig

The uitimate benefit of this bili to f:rluﬂ and ranchers naeding aiternative
financing sources is clear. The local Farm Administration office will be one attun-
od tc production agricuiture elong with & place for rursl residents, who sra mostly
directly associated with agriculture, to secure low to modarate housing finsncing.
The Rural Davelopment Administration office will have & ciear mission as wall -- to
focls on the overall rural economic needs of the sras. Farmers snd ranchers wifl -
have 3n office whare they can axpact foan sarvicing in tune with their individual =
neecls. . Community officials will hau & simllar benefit. And most impartantly, =
the current FmHA empicyess who acs wall~-versed in either function can devote
thair time sxclusively to their expertise without the encumberance of other pro- 5
gram duties not associated with their interests or tglanis. Properly execuisd and
appropriatsly fundad, the biil envisions s more responsive defivery mechanism for
" "FmBA and othar USDA programs, "
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© We would suggest that, anticipating enactment of the biil, provisions be made
for a gracusi transition to the bdifurcated functions currently within FmMA,
it sesms aspecially importsnt to phase in the transition so that hasty staffing

JeCisions can be avoided. We wollg urge that, in tarmg of the Farm Administra-

tion structure, careful consideration de given to current and anticipated work-
jonds _facing county FmNA offices on by a general downturn in the farm
. aconomy resulting In heavy FmHA lending demands. Our members relay to us

. stoFies about overworked ng officers who do not have the time to properly
supervise foans to clients. The Grange sees this supearvisory role as fundamenta!
to the success of the FmHA objective - establishing farmars on a sound footing
ang *graduating” these landers to conventions! sources as soon as possidle.

1 hasty and unwise declsions are made as to staffing needs under the proposad
administrative structure, loan supervision will suffer and FAHA bagoage will
haunt the new Farm Administration

The Nationai Grange also urges & fundamantal change in the selection process of
county committes members. We tirge that county committess be comprised of
slacted farmars from the community as is the practice in ASCS. The current
appointment process insulastes county farmers from any meaningful input into
their dacision-making process. The ASCS system works well Dacause farmars

--- fasl truly representad -in the administration of programs. The same confidence
cin be carried into the farm lending function of USDA.

The Nationa! Grange believes that the change in the name of the Depariment of
Agriculture to the Dapartment of Agriculture and Rural Development serves no
useful purpose and, rather, could detract from the fundamental changes em-
bodisd in the bifl. The Dapartment of Agriculture is a very encompsssing De-
partment, and the proposed name change would still not reflect the true
functions of the agency.

In summary, the National Grange sees a2 good den! of merit in the proposed leg-
isiation because it sets farm and rural community programs on s course that will
return the programs to thair original missions, it provides a more efficient
delivery mechanism and ‘the bilf simply makes sense. We urgae this Committes to
approve H.R,5082, ‘

ot
2
oo

o




i

128
TESTINOWY TOR

DAVZID SENTSR, NATIONAL DIRECTOR

ANERICAN AGKICULTURE NOVENENT, INC.

Nr. Chairman and Members of the Committes, I appreciate the opportunity

..-‘. ——— .\..
to appear defore you today on behalf of favoradble considaration of the concept -
) eabodicd in H.R. 5024, the Rural Nevelopment Reorganizetion Act of 198¢. I will
—_ 1
_ alsa touch briefly on the Office 9f Rural Davelopmsent folicy's (QROP) rural .

strategy report,

The American Agricultura Movement, Inc., is & nationwide organization of
family farmers driven by desperato tiges and circumstances to organize for the
survival of their way of life and their livelihood. Since our formation a few
years ago, the agricultural situation in the Unitod States hag dstariorated.
fvan with lower prices for profuctfon, hiigher prices far inputs, continued
high costs for tht; noney which we must borrow, we wore able to get Dy decauss
of the appreciated value of our land, ¥ow that has stopped and avan raversed
and 1and values are being lowered by Farmer's Home, PCAs, bankers, and private
sources. Even good farms in Iowa, Illinois and Indiana are going without buyers,
However, appracistion in land valuss {s the only thing that has stopped.

Foreclosures, forced sales, depressed prices, higher costs all continue.
The zatio of prices secoived to prices paid remains {n & non-profit condition;
we'ra mtill going broke.

A large percentage of our membership must deal with Farmer's Rome, Any-
thing to improve the delivery of servicss to the farmar will be of benefit.
Anything that helps the town we live in, or near, or whare we trade will help
ws in the long run and thereby m(léct in continued hargain prices for the
confuser .

fver since the AANM motorod into Washington and m'.n hictory {and I note
somi 0f you wers Bere to grast us), there hasn’t been too much doubt shout where

we stood on the issues. ASK Us a question, or just stand stifl for a mipute and

1ieten, and you'll £ind out how we fecl on a sumber of i{ssucs, Nembers of

Congresn, the Administration, whon we can gst to them, and the public know

where we stand,
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And we stand tor improving the lat of the family farmer (n america.
" Nr. Chairman, you and I Xnow that some of the strongest crtiticiss on the
. lpo,‘n_icy of trying to help the farwers cosws from the very peopls who ase chamged
_u&ﬂ}: ﬂxn fesponsiblity of helping those farmérs., Now, you talk about the fox
‘{u the Han house, this is &.classic exampie. To Quote Ward Sinclair, an agriculturs
repurtor for The Washington Post, "No goverament program,” he said “"should be
;\daykt;iagqnd by & nnnhaliever.*®
"v;u'n just gonna have to coapete or gat out,® they tall uvu,
“There's too many farmers out there," they say, and you and I, Nr. Chairman,
know who THEY arxe.

Well, what they are saying is coming true; we're taking our lumps and L€

the present conditions continue, there surs won'’t Lo too many of us left in

another generation., I'm & prime example because governmental policies sent

W to town to get a job. Ny sona, Billy and Danny, won't evar have the opportunity
O live and work on a ferm because there's ho way I can ever make enough soney to
get dack into farming.

I underatand that some Neabars of Congress recently raceived a lettsar from
an organization on behalf of Japancso farmars., This gentleman said, that added
American imports {nto Japan would mean the death-knell of scoe Japaness family
farmars. I could have told him, L€ he had asked me, that the policies of the
Aserican government was tolling the bell fod thousands of American family farmess
vach year, a rate of attrition which had been going on for over a genearation.

In 1962, 172,000 farmerr lefe the land,

I have compadsion fur ousr fellow farmers who live {n Japan and oven envy
them some of the support thay receive from theiz government., However, I think
the concarng ot the Unjited States Congreus should be for American family farmers
(irat,

The snactmant of the concapt of N, K. 5024 is a step towardn qiving the

Asepican Tasily farser the recognition he needs. For the £irst time, under the !
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*ministrative changes proposed in H.R. 502, the farmer dealing with the new
Farm Adainistration will have an agency devoted exciusively to their naseds, And,
for the first time there will be establichad a Rural Development Administraticn

to deal with the orderly growth of cities and towng he iives near, And, wo

. [
- even.tend o faver changing the name to the Departamnt of Agriculture and Rural o
Developrent, Why not? There is the Departsent of ousing and URSAN Development )

for our country cousins, And, one out of three of Awnericans do iive in Rural L.
Aainca. As you know, one-third plus one 4in a House vote can block a emst.icuuénlnx
awndment resolution.

ORDP, in the strategy report, points out éhat rural communities aye {n a
PARTNERSHIP with farme. I am pleased that this fact is recognized. PFarmers
need adequate coads and othar transportaticn facilities, schools for our kids,
sewer and wates aystems, housing for our families, health care and well~stocked,
thriving Dusinesses fram which to Buy the goods and services we naed, AND JOBS.
Aftar all, we've got to continue to subsidize the American consumer's dinner tadle
with 80% of the net farm income in 1983 coming from off farm jobs,

But ths partnership is even despsr than is pointed cut by the ORDP, Because
of governmental policies, actions and inactions, the unfon should be at least
a three-way limited partnership which sust inciude the Faderal govarnment, We
continue to hesr adout a ‘free market’. But, there iz never a ‘fres market’ whan
the Stats Department, or somesone down on the other end of Pannsylvania Avenue,
intrudes foreign policy matters intd the dairy barns and cotton gins of Tennesses,
Kr, Chairman, the soybean patches of Nissouri, Mr. Colemsn or the wheat flelds of
Kansas, Mr. Glickman,

fven back in Burleson, which {5 just & county svay from Texas' 17th District,
Nr. Stesholm, 1 felt this Subcomwittee and the full Agriculture Commitree
underastinates the regsrd in which you are held by your colleagues in the Committes

- of the whole. I balieve that if you draft a bill based on sound principles for the

IText Provided by ERIC
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‘_qood} wf a sajority, your C?:Neaquns‘on the floor and o.thcn, with sound reasoning
in ghg_ other sody, will approve that measurs, And that holds for thix subject or
on any ather agriculture matter. { believe, if you make the changes outlined in
‘3.8‘ 5024 and even some moxe if you think they are needed, this Diil will Lo passed -
a.m-s p_z-;;:d into law and the producer will be better off for ft, |
As f caid, I appreciate CROP's insight which is reflected by the planning
R document, but ¥ think we farmers who live in rual America, and rural America itsalf,
has been 'planned to death', going all the way back to the Young Executive Report
of 12, 15 years ago. It's time that we get on with doing somsthing about it to tzy
and stop the witharing on the vine of the villages, toums and cities where ve
farsers work, live and duy. For every 7 farsers that go out of business, 1 main
_street husiness closes,
Ang, the reason AAN sopports K. R. 5024 is that it provides cne agency to
Seal with fara problems and ancthor agency dealing with rural davelopment. Axs
explainad to us, it dossn't cost anymors money; it doesn‘t add any new prograws
it merely provides for a more effective delivery of services to those who need,
want and daserve them.
Wo encourage this Comnittes's prospt action on H.R. 5024 and its enactment

into law. We farmers nesd all the help we can get,

And we need that help soon, Nr, Chairman.
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TESTIVONY - BY BILL WALO0X, PAESIDENT, OUACHITA “OUNTATES R, C. & D. COUNCIL GIVEW .
BEWORE THE HOUSE ACRICULTUPE SUBCOWNISTEE FOR CONSERVATION, CREDIT, AND RURAL DEVELOPVENT
vAY 16, 1a8L,

Thairman Jones, membern of the committee, Y thank you for ailoving me the time on \..r
b‘u-sv Arenda to come here and give you my vieva conceming HR S025, I am & businessman
and /& famer from ¢ small community {n Rural Aserfca, Xinta, Oklahome, I have come

. here todey to dlscuss with you Rural Nevelopment. As yYou know for sewersl vears nov

we have hed & department of cur Federal Government called Housing and Urdan Development
{ WM }, We have never had one department ccnce rned with Rursl Developmest. Lete
recomsend the fomsmtion of {ARD) Agriculture and Rurel Nevelopment. ¥R 5024 ss it

vas introduced oo March 5, 1084 calls for the administrative reorganisation of some
parts of the Department of Agriculture, If tais Concept vere adopted St
would of course change the nase of the Department of Agriculture to the Department of

Agriculture snd Rurel Developsent.,

I 2tated that we have never had one departnment concemed with Rurel Development. We
have “""_"" youu knov, Fural Tevelopment prograss under several agencies, FrHA has
hat & Tural Nevelopment progrem. They have had 50 meny programs to sdeinister that
they have simply not Rotten such accompliehed pertsining to Rursl Development.

Soi! Conservation Service has had .Lhe RCED Program wich you knovw has besn strugiling
to stey alive {6 an stmosphere of antagoniss from this, a5 wall as previous,
Afsinietrations, What I am getting €0 is t¢hat I think we should follov the plean laid
out in HR 502k and reorganize the Department of Agricuiture, This plan does not
propose to ineresse the size of Covernaent dut rether to streasline some of

the operations vithin the Department of Agriculture, snd strengthen the Rursl Development
effort, We need, 10 our rursl communities, to gateh up wvith our Urban nefghbors, and

T think this is & good approach to achleving that goal., Rumal Amarica is the 14fe blo.cd
of this great country of surs, Let it he the recommendation of this committes that

the Federal Sovermment recosnize this need and respond to it,

The Office of Rural Nevelopment Polfay's strategy report this year §s entitled

LTS XN
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and the Asericsn Fanlly Yaras v know 1t XX now, sre most dSefinately partaess for
progress. ¥ost mmall family farmers vork of the farm , or the wife vorks off the farw,
to Supplament the farming operation. I inow this to 5o true becsuse my wife and I
starter Tamming 1k years ago at Kista, minne-, and we had to odtain vork off the
fare Lo stay in dusiness. Dwery neighdor I have ::;: is near sy aAge is doing the

“sams thing. I am = past State Presifemt of the Oklshoma Yousg Pammers Associstion,

and have attended several Xatfonal asetings of Youthg Farsers Assoeiations, I have
hed zontact with Young Farwers all across this cosotry and this concept is true tn
every State. The prices of land snd equipment have sade (¢t {mposzible for s young
couple to g0 Into Faming, unless of course they inderit the Tamm and cen pay the
inMricqnec tax, vithout sowe supplementel incame, Nov doss rural development fit
into this?! ¥With more esphasis oa Rural Dewelopment ve e, through good planaing,

coaservation, and development of our Katurel Sesources, create sany Sew fods in

. Mural Aserica, ¥e can atfract Industry to our Fuml Communities and in a0 doing not

ostly Provide off fars supplimental (ncome for farmert, dul we can provide employwant
for our children az they move into the vork force and hecome productive, tax paving
citigens, As s result cur rural youth will be adle to stay closer ¢o howe and llk‘l
thetr homes, It vil} provise & nealthier fwmily enviromment in at}
Americe. Young families vill de adble to get & start in faming and ve vill de
setting the stage for the preservation of the Family Farw as we neve known it in
ABeTica. Without this plan that very institution is in vital danger of dDecomsing
extinct, The family farmer has alveys beeo the kgckbone of this country. He has,
reised the food you eat, Nis childven Asve coatriduted to the ladar force needed
since the Indus.rial Revloution, his children have fought and died in comflict to
2eintain 4 Free Aserica, he has tilled sad conserved America'e furw lsods, he has
provided the Tax Same that Ms kept our Sehools, Roads, Hospitals, and our Katfoaal
Defence going. The Bihis, in the first chepter of Nanesis, telis us fod's plan was
¢or san to have daminion over all the plants mnd creaturses he created on the Earth.
™he faxily farmer, [ bdelfeve, is e flod intended to carry out his plen. It is
exactly er ONDP sees it, We 40 have a partnersbip dstween the American Farm and our
Rursl Communities. Rural communitiss need the family Tarmer &8 & consumar of their
m«t and services, and the family farmer neads the goods and services of the Ruml

4

commusities,
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Sov lete talk edout FENe. In order L0 achieve any progoes n any progres you must
Firet have s basic grassercots organizstion to lead. The Tedeful flovertmsnt can provide
pu_rupnc& w10 are expert in a givan field, cen provide moosy to fNusd projects, dat

history has shoun that the only sffective venicls, by which thess resources oas

 effectively Do pul to use and any denefit come Of them, is & group of people drawvs

«-from the citizenty of this country, RCAD's can De that group. RCAD'e, Where they Are

orgas{zed and vorking, have slrondy recogniced most of the needs of their respective

aress and have them ilisted in their plans of vork. Let RCAD's help put this pima into

" motion, we can do {¢. lLet “uachits Yountaine RCE&D be & pilot project {f vou like,

Let us shov vou vhat RCAN's can sccamplish.

While a1l of us connected vith RCEN‘s 2on°t agmee with every word in R S0°L, the
QATAD's T have had contact with agree thet shifting farm prograas to s farw sgency

and consolidating Rueal Neveloment progrsms under & Rursl Develcopment agency {s good
and long overdue, The conservatian and developmest of our natursl resources is

¥its]l €o the preservation of America, %o one han doce more fn this field than thoae of
us vho are asaocisted vith SCAN s, What 1 am saying to you, Mr, Chaimean, {s that

& 1thcugh ve mayv not lixe cverything Mr. ¥atkine $5 trying to do, we do knov thst he is
trying to do something to strengthen agriculture, the RC&D's, and rural Americs,

n that ve agree. Now I ask this committse to vote to support NR9024, Thank you.

13
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INPLEMENTING A NATIONAL STRATEGY
OF RURAL DEVELOPNENT *

o . Kenneth ?. Wilkinson, P00, '/{‘ '
Professor of Rural Sociotogy P

: © . The Pennsylvanta State Untversity P

s . . ‘ University Perk, PA 16802 7

e Kay 16, 1984

;ntrod‘u:ti_op_ \
...... These comments summarize observetions Dy mysei€ and gther rural socio-

Jogists about the process of rural development. After adout two decades

of study of this process, ] sm convinced that it should have four major .

goals and that our Federsl government should exercise leddership in pro-

mctin§ each of those goals. These comments are ot fntended as a critigue

of past or current federa! poH:ies.‘ rather }Ja“unt to suggest directions

for future efforts toward improving the weu-'bﬂng of msfdent§ t.af small

towns and ruryl areas in the United Stttgs.

¢

Rural Probdlems

The adjective “rural™ in our md’ém society has a somewhat more
1imited meaning than it had 1n the past. It once referred to small,
relatively 1solated, close-knit, more or less self-sufficient communities -
communities that contained 8 majority of the residents of this nation unti]
early in the twentieth century. Todsy, rural stil) means small and
relatively tsolated {at least in & geographic sense), but the terms “close-
knit" and "self-sufficient” no Tonger fit as they did n the past.

Romantic imdges aside, we know now thet many smell towms &nd rural aress

in this nation face sertous deficits - 1n jobs and fncome, in services

P

Comers’s To Mwse Sdcomn Poa o Cons@rier am Crad t, ons Mrn/
Lo aipmpmes
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_:so;_f__e‘ty.z As our nation urbanized rapidly in the nineteenth and early

to meet human neads, in equality of sccess to resources, and {most
critically, 1 deliave) in the sense of “community” or Yocal solidarity that
was prominent in the past. Reasons for these deficits are easily identified

in reviews of the history of the rursl-toeurban transition in modern

twentieth centurfes, many small towns and rural arcas were literally "left
behing” as people and the control of our economy came to be concentrated in ’ A
ferée cities,

A profound "social cost of space® has emerged in small towns and rural
areas over the past several ,cecades.3 A small settiemnet in a remote ares
experiences this cost directly in several ways: underemployment, poverty.
inadequate services, a sharp contrast between the rich and the poor, and
sharp cleavages that limit the ability of & community to take concerted
action on common prodlems. The indirect costs are less apparent, but some
of these are now being identified through research in sociolo§& and related
fte‘)ds:6 3 higher murder rate in rural areas than in all but our largest
cities, & higher suicide rate in rural areas than in urban areas {the reverse
of previous tfends). a larger percentage increase in the rate of violent
crime in ryral areas than in urban areas over the past decade, evidence of
greater incidence {per population unit) of psychotic disorders in rural than
in urban areas, and emerging problems of family and personal disorga,.za-
tion in rural areas where s strong, supportive family system has prevailed
1n the past.  The assumptfon that rural 1ife, notwithstanding materfal
deficits, supports 2 more healthy mental 1ife than does urban life is

challenged by many recent Hndings.5
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Goals

The four essential goals of rurs} den!omnts are jobs and income,
. irproved services, increased equality, #nd developsent of “community.”
Jobs and income must De the initial focus of an effectfve rural devejop-
_ ment policy. A strategy that does not start with jobs, simply does not
start. The great transition in our rural économy over the past haif-
_ century has been jed by manufacturing growth ia sma)l towns and rural
C@reas, ;_witn 2 paratiel decline §n agricultural employment. [n recent
years the sanufacturing boom - some cail it an “{nvasion” of the rurs}
areas by manufacturing firms - has levelea off, thicular:y in areas of the
contrywhere manufacturing has Deen heavily concentrated in the past, such
as the Northeast. Energy booms in the West and in eastern ¢0al states
_during the 1970s offered only passing relief - and, indeed, & mixed dlessing -
© 20 somg of the rural areas that did not benefit directly from the manu-
facturing boom of the 1950s and 1960s. Today, as more and more young families
are moving into rural areas {or staying there instead of moving to larger
communities) because of the sharp decline of opportunities in cities, jobs
simply are not availadble to meet all of their needs. Rural workers face
underemployment to a greater extent than do urban workers, and this fact is
masked by the traditional pattern of low unemployment in rural areas.
Furthermore, the rural economy is highly unstadble today. This is seen
clearly tn two traditiona} rurs} industry categories, namely mining and
agriculture, but also in the now-dominant category of manufacturing. As
manufacturing employment declined in the Northeast and Great Lakes aress fin

the late 1970s, many people from small towns and rural areas went west for
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the energ: doom, erriving in Colorado, Nontans, and Myomtng, for instance, .

in time for the energy Dust. Where do they tum now? Ny resedrch indicates

that prodless of coping with 'tmt" far exceed the prodiess of coping with &

boom, aithough the latter cannot be tismissed. A dust -mns 0o jods, or

- c:_ﬂ_x marginal esplomment at dest - an smarging pattern ¢n miny of our rursl
B ;nntcduy
~ In agriculture, the problems of fnstability are most pronounced among
twc groupings: farm workers and relatively smeil famiiy famms. .!t 15 nOW
a_bvious that a vigorous program to promote off-farm esployment ¢n c‘grf-
tultural sreas is neededt if farm workers are to be adle to rise adove the
cdject poverty that characterizes their plight and ¢f small farms are to
continue as a modal pattern fn Aserican agriculture. The great farxing

_ Teglons of this country face a monuments’ transition over coming decaces,

3% G0 the areds where sineral and energy resources are the mzinstay of rurs!
economic Tife. Rural) development to promote a diversified rural economy -
with diversity as the chief defense against fnstadildty in particular
industries - is essentfal if strong communities are to be developed and
seintained in these regions.

A development stretegy that ends with jobs and income, however, ends!
Kuch more will be noeded to redress the gross {nsdequacies in rural infra-
structure and to improve Social weli-Deing in small towns and rural sreas.

The need for improved services in rurd areas has resched, in my estima-
tion, & crisis stage. Space, Tow population density, and high levels
of poverty comdine o deny adaquate Tevels of healthcire, childcare,
education, and related services 2o many rural Americans. Distance from

urban centers increases the cost, and for many

e
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people it decreases the 11Kelfhood that services will in fact be delivered.
Rural comscnities, in a period of austerity, Tikewise face severe prodless

~ in providing police ant fire protaction, smage treatment and disposal, and

virtuaily the fut} vange of othuf pudlic :éwfus. In many small communities,
.iuéni.s_m demands for services in recent yﬁ;rs have .00t been matched by
increased availability of resources to provide services. Consequently,
pub!i.e officials face 3 crisis sttuation, and in many instances the solutions
are noi in sight - indeed, the solutions do not exist within the local area.

_ Inequatity is another rura! prodiem, one that recefves far less atten-
tion than ft is due, In our society, thare are two major forms of inequatity,
ong that results from the déstribution of resdurces in our economic order and
another that results from the circuestances of one's birth, The forwer s

“sean in such fndicators as an income distridution of an entire popuiation,
and the ltatter in the comparison of groupings in minority and majority
statuses (e.g., white, not white}. Income equality tends to increase as the
average fncome increases; consequently rural areas, which tend to have lower
average incomes than do urban areas, tend to have more income inequaiity than
do urban areas. An obvious implication is that jobs and incomse can contridbute
to move equality in rural areas, although the types of jobs angd many other
factors can have important effects,

Inequality based on other factors - such as race, ethaicity, religion,
sex, age, and so on - gre “external® inequalities, {.e., these are exterma!
$0 our economic system; dut such inequalities, in my opinfon, are the chief
sources of socfal cleavage in this ‘society. As & people, we embrace

egalitarian ideals, and a prime function of government {s to support those
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i_d_u_fs.. in practics, however, we f211 short. The persistence of inequalities
based c}i-_such factors as race ang ethnicity contridutes no doudt to the
evidence thet we stand far from the top among modern industrial mations on -

\
several indiodtors of huoun welfare. For example, we have intolersdly fign

L ]

_rates of infant mortality and homicide, and we incarcerate & larger proporsion :
of our citizens than aimost any nation (exkepting the Soviet Union and she ‘
Republic of South Africa). , s

" "Within our nation. inequality based on externa! factors {s most pro-
nounced. It turns out, not in the urbdan population dut ¢n the rural popula-
tion. These inequalities sometimes are hidden in the countryside - hidden
by the fact that large proportions of minority groupings are concentratéd

in cities. The evidence, howover, shows clearly that our most depressed

.m_narus‘es - amos.g Black citizens, Native Americans, persons of Spanfsh

heritage, and others - live in our most rural aveas.’

To attack this problem,
we must first recognize it. Then we must develop the will and the instru-
ments to engage it in the countryside with at least as much resolve as we
have shown in attacking it in citfes.

These prodliems - inadequate jobs and income, inadequate services. and
inequality - come together in what | see as a crisis of comrunity in rural
America. Rural communities have become more diverse in population charac- ¢
teristics and attitudes, more engaged in negotiations with outsiders, less
self-sufficient, and less characterized by traditional social patterns.

Accordingly, the adbility of comrunity members to act a&s one when pmb!ems‘
and opportunities arise affecting the whole is in short supply. We like
to think of rural communities as places where citizens share & strong

sense of identity, and where volunteer efforts and self-help networks
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8 Smal] towns and

abound. The evidence gives a quite different picture,

rural sreas often face the same prodlems as Targe cities in mustering &

consensus on crucial soctal ang economic fssues - and they tend to face
Ay

these prodblems with fewer spectalized resources than ¢o ciiigs. The rural

--'c_ﬁunity no longer i5 a singie coherent system of social kag instead it

'is‘a dynamic field where special interests and relatively auton&g_ous agencies
and §7rms engage in competition and, to some extent, conflict. !’A\s. the
probadility that citizens in small communities will mobilize thensel\igs
for effective common action to solve prodlems and pursue common goals \§§
iow in the typical case. ' \\,‘v
This observation poses a dilemma for those of us who advocate grassroogs\
action as a foundation of democracy. As Arthur Morgan, a great educator and "
administrator of the Tennessee Yalley Authority, demonstrated years ago,
the key element in community development is the development of a sense of
community among people who Yive together. Community development in this
sense requires will, dut also capacity. Small communities today cannot be
expected to assert much in the way of common will to attack common problems,
given the severe limitations on capacity - limitations in fobs and income,
services, and equality. Thus, we cannot simply turn the task of rural develop-
went over to the rural communities, with confidence that local action will
solve our pressing rural problems.
instead, we need a two-fold attack, one that combines Federal initiatives
with Jocal inftistives - the former to increase resources, the latter to
build & sense Of community, but these must go hand-in-hand given the nature

of rural probiems today.
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The ﬁden% ﬁo?g
| Rural development, { beitug. is everybody's business; and that, I
LT betieve, sakes 12 Federe] dusiness. Reducing the gap between rurzi and ‘
urn-n areas on indicators of socfal weil-Deing is fn the geners! nations? ' .
....i__r_sz_e_.n.st, A concerted attack on multipie fronts s needes. Ne need -
rural initiatives in virtually all major agencies of the fadera} Qovernment -
‘o promote rural economic development, to improve rural services, to attack
""" inequalities, and to stimuiate commmity development. The work 4n Qur
Department of Agricuiture ~ the continuing work in sgencies such as the
Economic Development Division of the Economic Research Service, the Federal
Extension Service. Farmers Home Administration, the Cooperative State
Research Service, and others, and the recent work in the Jffice of Rural
T T Development Policy - fs of vital importance, given, for example, the massive -
potential of our Land-Grant network for resesrch and extension, s network
with presence n virtually 2t} rural {and urdan} localities. While coordina-~
tion obviously is needed, major rural inftistives by other agencies also
are important, as the probiems and goals [ have outlined here reach beyond the
scope and mission of any single agency.
in my view, the Federa! role must be one of leadership. Otherwise, the
forces that have contriduted to pressing rural problems will continue to
resirict progress tn rursl development. State and local efforts are vital
to the process of rural development, but these must de organized within
& context of resolve and action &t the nationa) level. One of the most
obvitous facts of rural life in an essentiaily urban sociely is that seny

problems have their roots not in local aress dut in the structure and
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functioning 69 the farger society. Rural smployment, for exanple, is
intimately connected to the national sconomic structure. Rural services
are affected dy orginizations that operate fn the larger society. Rural
inequaiitios are rooted in nationwice inequalities. Nnile rurz! sreas Nave
jgefil} needs that require special programs, many of those spectal needs
&quire action at the national level. A major component of the Federal
role in rurz! development, therefore, should de one of national leadership

~in promoting changes that wiil have special impltcations for rural prodiems.

Notes

‘Hy review of the current "National Rural-Development Strategy™ 4s in Ih
Rural Sociologist 3 {November 1986):384-91 {co-suthored by D. Hodds ang
J. Christenson).

206 observations on this are found in Chapter 7. “Rural Community Change ®
Pp. 115-25 1n 7. R. Ford {ed.), Rural USA: Persistence and Change, low

State Unfversity Press, 1978.

3ee C. F. Kraenzel. The Social Cost of Space in the Youlsnd. Big Sky
Books, 1980.

4 have reviewed this litersture fn Chapter 2, "Changing Rural Communfties,™

Pp, 20-28 in P, Keller and J. Murray (eds.), Handbook of Rura) Comsunity

© Mental Health, Humsn SCisnces Press, 18982,

55« M. Wagenfeld, “Psychopathology in Rural Areas: Issues and Evidence."

Pp. 30-44 1n Keller and Nurray, ibid,

Shese are elaborated in my paper, *Sactal Nell-Being and Commaity.”
dournal of the Community Development Soctety 10 (Spring 1979):5-18,
7Su T. Durant and C. Knowiton. "Rural Ethnfc Ninoritfes: Adaptive
Responses to Inequality.” Pp. 145-67 in Ford, op. cit.

BAs noted sbove in Ford, 0p. cit.
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TESTINONY OF DAVD RAPRAR,
EXECUTIVE DIRECTOR, RURAL AMERICA
SUBCOMMITTEE ON CONSERVATIGN, CREDIT, AND RURAL DEVELOPMENT
U.S. HOUSE OF REPREBENTATIVES
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Mr. Chairman, membars of the Sudbcommites, my name is David Raphael, H
am the executive director of RURAL AMERICA, a national nonprofit membership
organization that represents the interests of people in sxall towns and rural aress.
We appreciate the invitation to appesr before you today, and t0 share our comments
nbot;:l :dhe Administeation's recently submitted rural devaiopment strategy report,

ent 2 oInin ng &l AT e n Faemes A Patipaeshin for _Progre
 we commend the Subcommittes for holding thesé hearings, and for providing

opportunity for-ourselves and other publiic witnesses to comment on the strategy
repoct and federsl policies affecting rural Amecics,

With me this moming is Mr, Rendy Issacs, the president of the National
Association for Transportation thntivm formad sssocistion r:‘pmentire
& nationwide network of rural, small and tearmit operators. . issecs
will De addressing specific rural transportetion issues in the USDA report, and
commenting on the critical public transportation needs facing rural people.

RURAL STRATEGY REPORT

We have reviewed sdvance copies of the Administration's report to the
Congress on rural development strategies, spoken with staff members {rom the
Office of Rural Development Policy, and have seen some of the public statements
surrounding the release of this report, Frankly, we ane puxsied about the approach
adopted in this year's rurat poiicy statement, and the spparent contradictions
detween Administration rhetoric and its action with regard to meeting the humsn
and development needs in rural America.

While we are generally encouraged by the overall tone of the report —
and particularly in contrast to the one issued & year ago —~ We zre distreased by
its failure to desl with critioal rural issues through meaningful changes in federal
policies, its failure 1o addresy the continuing imbalance in the sllioeation of publie
services end resources to rural areas, and its failure to acknowledge the seriolsness
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of persistent poverty and humen misery throughout much of rural America. We afc
particulerly eoncerned about the generally senguine attitude toward the economie
heaith and well-being of rural Americans -~- first, becsuse we don't believe the
report's impression is sccurate, and secondly, decause it may serve to justifly
further peductions in federai efforts to eliminate social snd economic inequities.

Those who remembder last year's rurel policy statement, entitied Belter
Country, witl recall that it combined & rather good analysis of rura! problems with

- & Sritique of government programs & the causs of those prodlems; rather than a
potentisl cure. It ruffled more than & few feathers by minimizing the potentisl of

federal policies and programs in addressing rural problems, and by disregarding the

role that effective government action has played in {mproving rural conditions.

This year's approsch reflects a new nepars strategy, if not & new tursl
strategy. Fo' one thing, the delineation of needs hes been replaced dy
& listing of claimed accomplishments, and the aggressive, anli-government philosophy
has been toned~down somewhat, The central focus of this year's report is the fact
that off-farm inCome i3 now more important than sctual farm income to most farm
familles. It is this dnk dbetween farm policy and rural development policy that
gives the new report its subtitle and, presumsbly, sccounts for USDA's more
positive tone.

USEFUL FINDINGS AND RECOMMENDATIONS

In the interests of time, we will not undertake & detailed
section-by-section snalysis of the report itseif. However, we did want to comment
©n what we consider to be some of its major schievements and useful findings, as
well as & few of its most glaring deficiencies.

In highlighting the interdependency butween the farm and rural economies,
the Administration helps to emphesize the need for a resl partnership detween ouf
ferm and nonfarm rural sectors, and lays the groundwork for & comprehensive
epproach to rursl preblems --- an approaeh that encompasses broad national
economic poiicies, agricuitural poliey, tax, land use and socis! service policies, Too
often, rural development needs have been viewed ss deing essentially in copfifet
with the needs of the farm community, while farm femilies and other rural residents
heve Deen pitted sgeinst one another in & presumed struggle over rescurces.l The
rursl development strategy report makes & useful contridbution in this arens both dy
noting the intreased dependence farm families have on non-farm income, and by
committing USDA to &n assessment of the impact farm policies have on the
non-~{grm rural economy.

Sadly, however, the report fuils to take full advantage of the opportunities
presented. The proposed pertnership seems (o be hesding in only ons direction.
For example, there appesrs to le little recognition that one of the major factors
contributing to rises in off~farm employment for most farm famiiies {ss well as the
rash of farm foreclosures and bankrupteies) is the current dissstrous state of our

1 The most recent example of this is the Administration's own propossl to
transfer, evidently without congressional approvel, loan funds from the Farmers
Home housing programs to its ferm loan programs.
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furm coonomy aixd declining farm income, particularly smong smaller farm operstors.
Unfortunetlely, the Administration feils 1o commit itself to policies that wiil fnsure
the survival of family farmers and their ability to maintsin adequste incomes from

farming operations, without being forced to take second, amd sometimes third, jobs
in town.

Similerly, the impsact that declining farm income is heving on the dusinesses .
and economy of meny farsing communities is not addressed in this year's sirategy.
Because of the recognized link between the structure end health of American
sgriculture and quality of rural economic life, this is s critical omission. 'In view
"of ‘the lsngusg. contained in Section 2 of the Rura} Development Policy Act of :
1980, which specifically requires the Administmation o tske into scoount the need N
{o "strengthen the family farm system;" s & part of its rural development strategy,
we would urge you to press for & good fsith commitment 10 those provisions.

And finally, we applsud the announcement that USDA's Rursl
Heetrification Administretion will conduet & survey of the potential impect of
telephone dereguletion on rural people, and that it will Provide the results to the
Federal Communications Commission. In view of the fact that this Administration
strongly supported the original FCC decision to establish interstate telephone access
charges, hownever, we think that the Congress will want to take steps 1o insure that
the proposed REA study snd recommendations will be as objective as possible and
reflect an accurste picture of what is hsppening in rurel aress. Similarly, we
would urge the Congress to require that the views of the full range of rural ‘
teiephone users be included in the survey —— including farm groups, the elderly and -
other rural consumers —— in addition to industry representatives.

OMISSIONS AND DEFICIENCIES

As noted sbove, we believe that portions of the report will make useful ~—
though modest —— contributions to the goals of the Rural Development Act. Other
features exhibit & tendency toward, what can be charitably ehsracterized ss,
extreme hyperbole; the inflation of the routine into the special; and the implication
of metion where little exists. However, there are also severel misieading
cenclusiors thet we believe deserve specific comment.

It is, perhbaps, understamiable in mn election year, but the report strikes us
ss much too sanguine about trends in rural America. We have assembled 8 few
specific indicators that things are r ¢ sll that rosy, and I have attached the listing
to my statement.

First, the latest word from the Census Buresu is {hat nonmetropolitsn
aress afe no longer growing more rapidly than metro aress, as was the case dufing
the 1870's. The key factor in the earlier picture and tn this latest development fis
not in nonmetro sreas &t 8ll, but in the central cities of our metropoiitan aress.
During the 1870's, the Ilargest central cities were losing populstion; that
outmigretion has now spparently ended. Metro areas outside the central cities,
which were growing more rapicly than nonmetro aress even during the 1970's,
contipue to be the fastest growing sreas of the country.
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Bul, possibly the most significent gspect of the new date is this During
the 1970's there were some 876 nonmetropoliten counties that 813 indeed experience
& populstion turnaround — they began to grow after baving experienced population
decline in the preceding decade. Now, in the early years of the present decade,
one-third of those counties have stopped growing egain. Another third are
exhibiting slower growth than before.

Secondly, employment in nonmetropolitan greas has not been growing as
rapidly &s total population. Betweep 1880 and i883, nonmetro employment grew at
& rule less than haif that for metro aress, Unemployment, &s you are painfiiily
Bware, s up substantially in doth rural and urban areas during this period ~-- byt
the figures show that it is up more in nonmetro than in metro areas. The average
wdjtsted unemployment rate for 1983 {taking into eccount involuntary part-time work
and discouraged workers) was 13.} percent in metro sfeas and 14.9 percent {n
fonmetlre grees, This mesns that the number of jobless in rural America rose by

45.3 percent between 1980 rnd 1983, with & corresponding increase of 42,7 percent
in metro aress.

This, 1 might point wit, is & very different picture then that presented on
puge ¥ of the stretegy report, which relies on & very selective use of unemploynient

stalistics to claim thst recovery is proceeding more rapicdly in rural arvas, We
chullenge thet clsim,

Third, while we don't yet have 1883 figures on income and poverty, those
for 1982 indicste that the rural-urban €ap is widening rather than closing. Median
household income increased only 11.4 percent in nonmelro aress compared with 13.7
percent in metre aress. It should be emphasized thet consumer prices rose by 17
pereent over the same period, so that housebolds suffered a decline in real income
tn both metro and nonmetro sress. We don't heve consumer price dete on g
metro/nonmetro basis, but I would point out that the growth in the CP! is maost

rupid for the smallest population cstegory utilized by the Bureau of Labor
Stetisties,

And the poverty rate, which is currently at the highest point since the
mid-1880's, continues to be higher in nonmetro thao in metro aress -- and the
Honmelro tnerease between 1980 and J982 was greater than the metro incresse.
The most recent figures frem the Census Burcay put the incidence of poverty in
nonmelre sreas 8t 17.8 percent. In other words, in 1682, there were nearly 2
TUHOL ore people 10 rural Amneries living below the poverty Lne thsn there were
in 1080,

And finally, no amount of gloss over farm income figures can bide the faot
ety for funaly furiers, our Kgriculturel econcmy is facing an erergency of
SEETORN IO CTH propof Hons, wid thet the very survival of our diversified farily fsarm
swler of mgricviture 1s st stehe. Net farm income fell by 11 percent from 1980
to 1682, renching the lowest level in nearly 50 years, when meesured in constant
duliers.  The cechine was mast severe fof farns &t the lower end of the spectrurmr.
Vor furns with sales of $ 100,600 or mere, the decline 1n net farm income was only
SN pereept,

A ruiToxt provided by ERic
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RURAL AMERICA UNDER ATTACK

“In sddition, many of our members and others around the country are comig
to the conclusion thet rural Americs isunder attack. In this instence, the enemy is
not & person or group, but s concept, or siogan, if you will, The concept is

» Under the banner “incressed competition,” s variety of proposals
are being put forwsrd to decontr portiops of majot §ndusmes and publiely
regulsted utilities and services. —

. Deregulation hes airesdy had ® major impsct on the airi'ne, raiiroad snd
trucking industries, inter-city bus transportation, &nd jocel t¢! -phone services.
Pending legislative proposals call for extending the concept fnto the danking,
nstural gas and other fields. In all inctances, rural people and rural communities
. huve vital interests s{ stake, and in many eases, it is already clear that these fural
; interests are being sdversely affected,

And while we welcome the announced REA survey of rural impacts of
phone deregulation, the report does not go neerly far enough in identifying cruciel
regulatory issues which may effect rural development, or in proposing to monitor
the changes taking place in the transportetion end communications fields., In
retrospect, we may find that the public poliey implications of these regulatory
chunges will be enormous in terms of the quality of life and economic future of
rural Americs.

BRursl Budget Cuts
Section 2 of the Rursl Development Policy Act of 1980, which establishes
the rural strategy feporting procedure, requires an analysis of the President's
current fisval year budgel recommendations and five-year budget projections related
to their impact on rural cdevelopment policies. The partiel budget data submitted
along with this year's report follows the same format utilized last yesr, and is
equally confusing and misleading., The impression is given that federal budgetary

dgeersions reflect the commitment to rursi equity apd development outlined in the
body of the report. The facts are different however,

Although the FPresicent's proposed fiscal 85 budget dropped 8 number of the
nore drastic oulbucks proposec in prior years, significant reductions {n federal
assistance to rural sreas sre still recommended, As the &ccompunying teble
iitustretes, terninaticn 15 agsin proposed for four progrems of particulgr imporiance
to smpller, rursl communitiess the Feonomic Development Administration; the
Communrly Services Bloek Grant program; Locsl Ratl Serviee Assistunce; and the
Tegal Serviees progran,

The Administiration's 1985 budget recomm encations continue fo urge major
cute 1n ciher pregrans as wells  Rural development programs under the Farmers
Huome Advinistration would be slgshed by 4§ percent; assistance for employment snd
truinirg woule tone & sigilar eut; rural housing programs would be reduced by
reatly 30%; anc fecersl Aid to Fenilies with Dependent Children woula be reduced
By 1ue, with sccitions: cutbreks in the Food Stamp and other public assistance
PropTHaS,

|
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.. The accompanying table, which outlines funding levels for 20 selected
programs with significant sural benefits, gives & more complete picture of how the
'85 budget relates to previous years,

During the past four years, there hss been & steady and substantis! erosion
o eﬁakead;v inadequate resources for rursl communities. In resl terms (sdjusted for
- inflstion), funding for the 20 programs in our tadle declined by 1§ percent between
fiscal 1881 end the current year. Spendirg levels would be cut a similar smount

‘next year if the 85 budget recommendations sre enscted.

. TOWARD A RURAL DEVELOPMENT POLICY

. in closing, I would like to pick up on the “partnership” theme that is put

© Torward in this year's pursl strategy report to the Congress. The notion of
partnership is &n appealing one. Cicarly, there is & need for partnerships between
the Executive and Legislative branches of government if we are to develop truly
effeetive policies to serve rurs! people and their communities. Similerly,
partnerships are needed between the federsl government and the verious units of
state and local Government, where an incressing share of development resources and
authority are now handled. And certainly, a partnership between our farm and
rural sectors will sefve as & basis for & holistic and comprehensive approach to
meeting rural development needs.

But, before we can move effectively on that collective agenda, we will
need a better understanding of the realities and changes tThat afe taking place in
rural Americs. Unfortunately, the poliey statement by the Depsriment of
Agricuiture does not significantly enlighten us about the neture and seope of those
changes nor sbout the seriousness of the current economic crisis,

A BALANCED APPROACH TO RURAL AMERICA

Rural America needs s res! strategy — not & paper exercise. This means
& strategy thet supports and preserves family farm agriculture rather than relying
on off-farm income to mask the continuing concentration in agriculture. it means &
strategy that sims 8t bssic structurel reforms in our farm programs -- where hslf
of the assistence payments currently go to sbout 15 percent of the farmers — and
in our tax and oredit policies.

It 2lso meuns a strategy that supports economic development that is
community-based and community controlled, rather than one that encourages
continued depencdency and colopigl status, This mesns that instead of enterprise
zones with their tex breaks and regulatory sbandonnment designed to bribe the big
corporations into bramch plant placement, what is needed is development of rural
America's own economic bese:  development of {{s hur.an capital through more and
better educetion and training programs and more edequale health care facilities;
redgevelopmert of its infrastructure; apd credit svailability for locsl enterprise
rather thap absentee ownership.

We believe that rursl America can have & future that preserves the best of
its past; that ailows people 1o enjoy the traditions! veiues snd advantages of
smaller-scale community without having to sucrifice 8 decent ipcome and & good
standsrd of living, Butf rural America won't have that fulure if we let our policies
be dictated by & skewed market-mechanism that looks only st cash-flow rather then
$ people, that relies on & corporate book-Keeping spproach rather than & community
o bujence sheet, and that reflects as its most consistent principle that "them that
i has, gets,"

A rural development strategy that reflects the goals we want, won't just
happen. It has 1o be developed democratically and in the real spirit of the 1980
lepislation.  1t's past time to get started on the process.
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SELECTED ECONOMIC INDICATORS FOR METRO AND NONMETRO AREAS

1980 AND $982/5
L]
Metro Nonmetro At

indicator ‘Areas "Arass ' Areas
Popuistion {000s) = 1880: 172,118 54,420 226,546
1982 176,207 55,456 - 231,663

Change: +'2,48 ¢ 1.98 ¢+ 2,38
Emptoyment (000s} - 1980: 67,120 30,180 §7,270
1985: 70,138 30,697 100,855

 Change: ¢+ 4.58. ¢ .88 ¢3.7%
Unemploymant (000s) - §980: 5,087 2,562 7.449
1985, 7,357 5,459 10,716

Change:r 442,78 46,45  +43,9%

Adjusted Unemployment Rate-1980: 8.58 10.7% 9. 9%
!9&5:_ 13.1% 14.9% 13.7%

Change: + 3.6% + 428 +3.38
Kedian Household Income - 1980; §10,042  $15,349  §17,709
1982: 421,652 $17,094  $20,571

Change: +13.7§ +11.48 +13,9%
Poverty Poputation (000s) -1680:  18,02% 11,251 29,272
1982 21,247 15,152 54,398

Changes ¢17.98  +16.98  +17.5§

fncldence of Povcrf\}’—:- 1980r 11,96 15.48 13.0%
1982 i3.7% 17.8% $5.0%

Change: + 1.8% + 2.4% + 2,08

Sources: Popuiation from Census Buresu, "Growth In
Nonmetropol itan Aress Siows®™ by Richard Forsts!i and Richard
Engels (March 16, 1984); Empioyment and unempioymant from
Oepartment of Agriculiture (based on data from Buresu of Lador
Statistics); income and poverty from Census Buresu, Current
Popuiation Reperts, Serles P=60, Numbers 127 and 140,

Adgjusted unsmpioyment rate includes *discouraced workers!
and counts [nvoluntary part-time as equlvaient of one-hait

unemplioyment.
,




BUOGET LEVELS FOR TWENTY SELECTED PROGRAMS, FY¢81-FY18S
(In mi111cns of doiiers)
-

FY 1981 Fy 1982 FY 1983 FY 198¢ FY 1985¢
AGR {QULTURE ¢
FaHA Farm Ownership gnd Qpersting Loans $1,618 §1,861 §2,415 $2,485 $2,520
RURAL HOUSING:
FAHA Kousing Loans and Grants $3,9% $3,886 §3, 107 $5,439 $2,436
RURAL TRANSPORTATION:
UNTA NonwUrdenized Grants $22 $68 9! $70 $10
Locsi Rall Sarvice Assistance Grants $40 - $35 $20 $15 -
COMMUNITY DEVELOPNENT
Economic Devefopsent Adwinistration §476 $22¢ $2%¢ $268 §22
EPA Nastewater Construction Grants $1,608 $2,400 §2,430 §2,450 £2,400
FAHA Rurst Development Loans end Grants §5,87% $75¢4 §1,118 '$798 $440
MUD Smat!{ Cities COBG §856 $O35 $1,320 $1,022 $1,022
EDUCAT tON, TRAINING & SOCIAL SERVICES:
Esployment and Tralning Assistance $7,16 82,084 $¢,010 35,419 $5,61%
Education B8iock Grent $5,112 $3,041 $3,208 §3,488 §3,480
Head Start ’ $814 $909 $912 $99% $1,075
Comminity Services Biock Grant $525 5366 338 $352 3
Legal Sevices 3521 $241 $241 $275 -
%Ms?:“‘ Secvices Siock Grant $2,300  $2,400 $2,675 §2,675 $2,700
H
Primasry Heaith Care Stock Grant 579 $&49 $525 $37 $533
Naternsl/Ohiid Care Bicck Grant $415 $640 $478 $399 $407
Chitd Nufrition ~ $3,463 $2,847 £3,296 $3,013 §3,676
INCCME SEQURITYs .
Aid to Famifles of Dependent Chiicren 8,484 $6,007 .87 $7,7&2 §6,944
Food Stamps $11,740  §11,286 $12,815  §11,848 $11,606
Low income Energy Assistance $1,850  $1,87%  $1,87% 51,875 1,875
TOTAL, SELECTED PROGRANS 51,439 $43,008 845,187  $%0,067 344,820

# Reagan budge? request.
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; TESTIMONY BEFORE THE

#OBSE AGRICULTURE SUBCOMMITTEE ON CONSERVATION, CREDIT, AND RURAL DEVELOPMENT
NAY 36, 1984

by
Peggy Wheeler, Natiocasl Center for Appropriste Technology

Mr., Chzirmsn, Members of the Committee, my name is Peggy Wheelex. I as
the Pudlic Affairs Director for NCAT, the National Ceater for Appropriate
Technology. NCAT is 2 non-profit organization in operstion since 1977,

¥e handle federal, state, commmity and corporate contracts providing
tochsical assistance, planning, training, monitoring and informetion
transfer in smali-scale, seif-heip spproaches to Tesource management,
particularly in renewable energy and energy conservation technologies.

Currently, one of our major projects is called NATAS, the Natfonal
Appropriate Technology Assistance Service, & DOE energy technical assistance
. program offering & toll-free number to respond to technical and commercialization
questions in the renewsable energy and energy conservation £ields. 1
hive included x brochure in your packet of testimony because this
program is avsiladle to farmers and rural people, so I thought you might
be interested in it. Also, you might want to install a passive solar
syte® on your own HoS¢ OF corTect your insulation ioevels,and not know
how to begin, ‘

I am here today because, like you, I am very concemed about this country's
rural future since it impacts all of us and I believe By experisnces and
NCAT's experiences might shed a different perspective on the issue than
your used to hearing,

During the 1970's I worked as sn sgriculture aide to one of the Members
of this Committee, so I heard, saw, snd participated in the programmatic
starts, changes, and endings that occurred. I then went on to work as an
intergovemmentsl rursl development specialist st the now eliminsted
Commmity Services Administration. From their I left Nashington,D.C. for
four years and worked for small towns, organizstions and cities in
Pennsyivania, Idaho and California on rural, economic development

snd resource manzgement issues. I saw rampant joblessness, poor

use of loczl resources for optimum local valus retention, fesr sbout
tunger probiems and waste dispossl problems, and & constant cancemn over
energy and housing costs.

The areas I lived in were quite willing to do more to grapple with these
probless on their own, but unaware of the options svailable to help
them help themselves. They need help to wnderstand all these optiens,
and USDA agencies could assist in this effort, #s well as others on
contract, with an end vesult of a much improved rursl economy.

Lt
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The. dau:opnm thrust our - ecmtnr has worked under for the last

100 ysars is cne esphasizing performance on ss Iarge & scale as possidle.
Agriculture was as such a part of this as any. It sesmed natursl to
offer support ssrvices that sade farming easier, growtk achisvable,
aecunanoa of woaith possible and maximm food production & eality.

For many years this approsch seemed to have vireucuy no side-effacts.

But now, we are witnessing an elimination of family farming and

saell-towns, lack of jobs &n the rural dvess, and critical prodleas

- with-scil-and water conservation. Furthermore, the food system we have

encouraged is very vuineradle to tampering by stergy price hikes,

:hngggfa:ion disruptions, drought, and pest infestations as seen in
. s.

It is true that ve produce a isrge export volume whichk brings doliars
home to this country, It is true also thst this agricultural system

has drawn doliasrs out of rural areas in this countsy due to requirements
for food imports and resulting elimination of rursl jobs due to hesvy
mechanization.

The key to a different, more successful rura! development program would

be supporr of a sore localized approach to meeting basic needs, energy,food,
housing, water, ciothing, and the retention of product mfinnent dollars

. on & local basis.

For example, in the Lehigh Valley of Fennsylvanis, the peopie import 75%
of their food and 65% of their energy through foreign oil imports. Farmland
is prime, for the most part. There ire s large number of good solar days,
some wind potential, many hydro possibilicies. Coal is Iocated nearby in
large deposits and was once used as & major source of home heating. Comn,
dairy, beef, pork, poultry are strong in the ares though much is exported.
Bethlchen Steel was the major job producer, dut steel industry probliems
have brought about huge layoffs and 17% unemployment exists in aapy parts
of the valley.

if this valley chose to retain much more of these exported anergy and food
dojlars st home, Dy producing and buying locally developed products, or
through conservation practices, the economy would improve markedly. If

the valley want further and used improved waste recyciing programs, energy
conservation methods in homes, businesses and famms, the doliars relesssd to
be spent on other services would be added to the local sconomy. And if

the vailey refined more of its products jocally, before exporting thea,

such as corn into com syrup, miik into competitive cheese and yogurt
markets such s those now imported from Eurcope, timder isto furnmiture,

even moxre dollisrs would be relessed in the locs! econowy.

The Lehigh Valley actually does more of this than you will find in sany
farming areas. Farsers mxrkets abound there, and the potentizl to move
sore s0lidly in that direction is strong.

Just as we look on our nation as a umit that needs to improve its export/
import ratio for economic and security reasons, so should rurs] areas

begin to look st the manner in which dollars flow into and out of their
commmity, By producing on the land in suchk a way that provides few jobs,
by allowing wnrefined products to be processed sway from home, dy importing
foad products from far distances when not necessary, dy importing energy
products when not necessary, precious dollers which could fuel their economy

i
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are being lost.

Our ARS, Extension and FaHA systems have been sacoursged to supfort a
rursl economic systex that fosters heavy, inefficient mechanization,
sather than light, highly efficient mechanization. Insfficient from the

. standpoint that it virtually seliminates jobs, encourages poor soil and
water treatment, exhausts energy suppiids, and requires highly mechanized
packing and distridution systems which draw uinecessary dollars away from
- the rvural communities. N

¥e need to help rural areas keep some of those dollars st home so they benefic
sconomically, and we all benefit dy s more diversified, less fragile
systes that can withstand natural or planned disasters like another
/2000 § increase in OPEC oil prices; major trucking strikes; asjor pest
“infesrations; while providing many more jobs to our peopie across the coumtry.

Other industries can -aise and fall without shattering our economy if we retain
an empiovment buffer zome in our rural areas. We should bs 1ooking on
sgriculture and the vast resources of ocur rural] areas in a2 jod-producing
sanner to provide this duffer. Ve are st a stage right now where that

buffer is almost lost. 1 think that is a mistake.

By utilizing smalier-scale mechanical solutions to ocnergy, food and water
. production snd conservation, people can retain an easy lifestyle while
freezing dollars for other life-quality items {ike sducatiom, cuiture,
travel, products.

Your committee could degin to expiore this aitemnative Tural development
strategy by esphasizing portions of USDA programs mentioned in the

USDA Rural Development Policy Report such as farmer-cwned enterprizes and
markeiing assistance; by taking some fimds out of curreat ARS and Extension
related research and information transfer programs and chanmeling it

to counties, cities, towns, and organizations interested in facilitaring

such an approach to their local problems. There aTe many experts aveilsble

to assist towns and rural people in developing locai methods of reraining food,
energy, and rosource dollars st homs to improve the overail econoRy and

some areas and states are attamEpting to move in this direction.

The State of Nebruska is endesvoring to strongly encourage through Programmstic
gssistance, commmity ensrgy pisnning to reduce the export of energy

doilars out of state. St. Paul, Minnesota hired the assistance of the

Institute for Local Self-Reliance in the planning of an interwoven

Thome- grown’econoky endeavoring to keep food, energy, and business

dolisrs at home. Farmers markets, commmity economic devslopment,

and energy conservation Programs sre growing around the coumtry.

Instead of working sgainst such efforts, as &s often the case, the USDR's
programs should be actively sncoursging these types of efforts through
research, information transfer, marketing sssistance, collection of dats.
Organizations such 28 NCAT stand veady to help the USDA incresss its
knowledge of such commmity pisnning and the technologies svailadle to
facilitate such community efforts.
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The expertise of individusis and organizstions working in this plasning

sres and the availadle technical inforwation on small-scale,local :
food 'systems, energy conssrvation, and local anergy production - systeas,
energy audits, commmity resource planning el could de channelisd through
:ﬁ: c:?eroush Extension progras of the USDA so St veached rural people

- g ¥- ) oo .

Extension sgents could de trained in these subjects. PmiA fmds could
‘ancourTage such technojogies. ARS could transfer its attention from

- .sclely-large-scale, snergy intensive approsches to rursi development

t0 & dbroad spectrum of sltematives. Scme Extension agents are conducting
such local plamning efforts siowly on an individual local dasis. Coor-
dination of these efforts, and support Srom the national leval would
heip achieve 2 more rapid delivery of the options svailsble. Computers

in ail Extension offices would help also, since such of the data
available is on computers like the cne we Dave st NCAT.

A Rurs! Appropriate Technology Informstion Service could de estadlished
' to assist yural anress leamn of the options. Such a service could

coliect  all data availadle as it pertsins ¢o rural commmities and

their probleas and needs, provide technicsl assistance to the USDA

and directly to rural people, and generally serve as a technical

SUPPOTE system for 1ocal rescurce prograss.

"1 would be happy to work with the Committee on the specifics needed
legisiatively to begin to support such locsl rescurce managesent towards
& styong rural developament system,

The bill before you by Nr. ¥atkins, though wnderstandabdle in its
direction, would not address the fimdamental probiless of our current
agricultural systems removal of dollars fiom rural comsunities, theredy
csusing the spiral effect of lost jobs, poor farwing practices, lost towns,
and finally a fost rural economy and 3 £00d system controlled by a few.

The USDA report on Rural Development Policy has & few portions reflecting
interest in supporting farmer-owned enterprises and building the iuvsl
sconomy through improved marketing snd better use of local resources. Thesa
portions should be highlighted and expanded.

This approach of rural developmsnt dased an kesping more of the dasic
dolisrs at home, doilars spsnt on energy, food, housing, clothing,

and water and waste sanagement, would relesse funds to be spent on

the development of wmsny other parts of our lives and on products we
feel improve our lifestyles, Your committes could halp bring this sbout.
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" For release only dy

the House Committee on

Agriculiture

OFFICE OF RURAL DEVELOPNENT POLICY

“Sratement of Willard {Bf11} Phillips, Jr., Director of the Office
of Rural Development Policy, defore the House Agriculture Subcosmittee
on Conservation, Credit and Rural Development, Nay 16, 1984.

_ Nr. Chairman, ! a pleised to appear before your Committee, |
appreciate your interest and vaiue this apportunity to elevate the
tevel of discussion conceraing the problems of rural America and the

prospects for solving them,

The mission of the Department of Agriculture's 0ffice of Rural
Development Policy is to try to identify just such needs and to suggest

effective means of meeting those needs,

We do not and cannot bear the sole responsidility for ensuring
rural progress, nor does the Department of Agriculture, nor even the

federal Government.

Ke believe rural development must involve 2 partnership of ail
the institutions of the Federal Government, with State and locs!l
qovernments, and with private enterprises as well. Recognizing that
any policy is only as good as the foundation it s built on, our Office

has undertaken to help build this broad partaership.

161
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Our work involves evolution rather than revolution, and nothing of

Tasting value to rural America can be sccomplished overnight.

v Ryt we feel this Department has made significant progress fn the

. ~"a'ast--two- years toward understanding the challenges of rural America in
the context of historical, cultural, and economic forces at work there,
and we have built a framework for action that is more comprehensive and
betteé coordinated than any rural development effort has ever been

before,

The primary rurai development leadership and coordination
" responsibility began with the Rural Development Act of 1972, which made

rural deveiopment & major mission of the Department of Agriculture.

furthermore, the basic charter and focus of our recent work has
peen the Rural Development Policy Act of 1980, which calls for the
preparation of strategies to address the problems of rural America in 8

thorough, rather than a piecemeal, way.

¥e have now produced two such strategy documents. The first,

entitlied Better Country, found that rural America had been transformed

in the decade of the 1970's from a region in decline to 3 region of

rapid economic and population growth.
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it also found that with this new growlh had come new demands on
facilfties and services in rural communities, and new requests for

technical and managesent assistance for rural governments.

-
i

Setter Country alse s;xgges:eﬁ 2 new role for the Federal
Govgrment in rural development--one of support for, rather than
direction of, State and local development efforts, consistent with the
President's New Federalism philosophy.

The Federal Govermment recognizes the ability of rural citizens
and leaders to decide and act upon what they feel is best for the areas
in which they live and work. In addition, Setter Country recommended
practical policy tnitiatives ranging from facilities i{mprovement to

rurd! credit.

The second strategy document, A Partnership for Progress, found

that because off-farmm income has become so critical to so many
farmers' economic survivai--with more thas 60 percent of total farm
family income befng derived from non-farm sources today--an economic
partnership between the farm and the rursl comwunity has become

essentigl to the progress of both these rural institutions.

16




7o help strengthen and expand this partnership, this report -
recognizes that farmer owned and opérateé enterprises can help
q:th}ize”ftnn.incoge and cash fiow, breaking the “boom and bust cycle”

tﬁit plagues many farm cperations. Under existing authority, select

, F#@é;qﬁﬁoqe.Adnintstra:ion‘!oans can be made to heip farmers combine

‘farming with other farm-reiated enterprises.

tq help rural America prosper, severdl additional steps are

recommended in the new strategy:

First, the field offices of the Farmers Home Administration will
supply rural entrepreneurs with information on Small Business
Administration programs that may de useful in developing new rural

businesses.

Second, a greater effort will be made to provide Government-
sponsorad technical and management assistance to rural as well as urban

enterprises.

Third, an information exchange on innovative, smail-scale rura!l
business opnortunities will be initiated by the Department of

Agriculture,

e
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And fourth, the Department will specifically include in its future - -

anatyses of farm policies their potential impact on the non-farm rural

economy and on rural communities.

fn addition, while recent studtes have shown that the quality and
quantity of rural community facilities is greater than many people may
have thought, there remains a significant need to strengthen the rural

comnunity leader’s capacity to lead,

To assist in this work, A Partnership for Progress <alls for the

tollowing steps:

-- Additional management dnd technical assistance will be
provided through 3 nationdgl volunteer progran involving retired public

service anployees.

-~ The Federal Government wrll, on a prlol project basis,
assist States and local rural governments in developing methods for
making comprehensive assessments of local transportation conditions and

needs

It
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| -« The Rural Electrifigation Administration xill conduct 3
rural impact study to assess the potential effects of changes in the
stry-ture of the telephone industry on ail rural people, and it will

forwara this study to the federa! Communications Commission for

o TRView,

-- Yo help improve the management and protection of rursl
natural rescurces, the Department of Agricuiture wiil spend a greater
share of its conservation budget on soil erosion contrel, flood

orotection and water conservation.

-~ The Department will pravide increased technical

sssistance for Federal ang local participation in farmiand protection

programs.

.. The Department will encourage greater participation by

young people and other volunteers :'n rural conservation projects.
.. To improve coordination of goverament-wide rural
development eftorts, all Federal agencies whose policies and programs

aftect rural areas w11l be asked 10 submit reports to the Departmeat

descriding thetr work on hehalf of rural America.

16y
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-~ And to help ensure that rural considerations are

accounted for in all relevant Federal actions, a rural affairs staff

position will be aesignated ia all appropriate Federal agencies.

None of these imitiatives, by itself, will make a dramatic
difference in rural America. But their combined ard cumulative effect

may well be dramatic over time.

Already we can point to progress which might not otherwise have
been made if the Rural Development Policy Act, and the Office created

to mplement 1t, did not exist,

We have encouraged other Federal departments and aqencies, for
example, to i1ngrease rural participation in their varigus programs, and

that tncreased participation is very much in gvidence today.

The Department of Education last year devised a special policy for
suryt aducation,  The Jepartment of Mousing and Urban Development has
1ncreased rura! involvement in the Urban Development Action Grant and

Tomnunity Development Block grant programs.,

R
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The Small Business Admintstraton and the Export-import Bank, along
with our office, have begun autreach programs to inform small
businesses in rural Anerica about the availability of fimancing for

export sales.

The Department of Labor through the new Job Yraining Partnership

| Act ts offering new opportunities for job training in rural aress.

In cooperation with the Rural Governments Coalition, the Office of
Rural Development Policy sponsored & series of training Conferences for
rural government officials in 1983, concentrating on financia)
méﬁagement, liaison with State governments, managing naturaj resources

and other important issues.

We have joined with the National Trust for Historic Preservation
in a program to restore the small towns of rural America as centers of
new commercial growth. The "Main Street” program has helped restore
the architectura] beauty, commercial activity and tourism interest in
more than 100 communities in 11 states. In the first 27 communities
participating in this program, more than $127 million in private
investment were attracted and 956 new downtown business ventures were

started.

I1€5
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- We have co-sponsored an experimenta! “ryral entrepreneurship”
project in southeastern Oklahoma designed to create new small dusiness
enterprises in rural Amerfca through the *homegrown* development of new

W@gs products and technologies.

We have sponsored the first rural application of & new “neqotiated K
t.nv{es:ment strategy® concept which brings local, State and Federal -
officials to a negotiating table as equal par.tners and comits them to
specific financial and management respensibilities in a single

community's development plans.

And we have pursued an extensive outreach program ranging from
rural conferences to a Rural America Review newsletter, aimed at
keeping rural leaders in both the public and private secters informed
of new ideas, trends and services that can help them do their jobs

better .

Parhaps most importantly, we believe that all of these activities
have ratsed aon-farm rural issues to & much higher level of visibility

and importance within the {epartment of Agriculture.
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‘Secretary Block met last year with leaders of 25 nationai rurai
deve!bpment organizations to discuss their priorities and prodiems and
to seek ways of improving intergovernmental cooperation in rural

development.

This meeting, in Des Moines, lowa, which closely followed the
Secretary's Agriculture Summit meeting with 2 similar national
conference of farm organization leaders, was & dramatic demonstration
of the unprecedented policy priority that non-farm rural development as

well as production agriculture receives from this Administration.

4nd we have tried to make it clear to the people of rural America
that we value their advice and counsel, and that we intead to work for
them rather than the other way around. A National Advisory Council on
Rural Development Policy, appointed by the Secretary and comprised of
25 pudblic and private leaders of rural America, has been very helpful
in the preparation of our strategy documents, and we have consulted
extensively with a wide range of other rural 1tizens and experts and
grass-roots organizations to ensure that what we do is what rural

Americans want us to do.

170
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I will be the last to claim that we have done everything that
mi§ht have been done for rural America, dut given the budgetary
gpnstrgints which are the economic order of the day, I believe we have

made the most of the resgurces available to us these tast two years.

I am giad to see that this Committee's interest in non-farm rural
. development remains as active as ever, and I believe that working
together with the 54 million residents of rural America we can make

the kind of progress we all want to make in the future.

171
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STATEMENT OF THE NATIONAL RURAL ELECTRIC COOPERATIVE ASSOCIATION
IN SUPPCRT OF H.R, 5024 AND COMMENTS ON THE USDA STRATEGY
REPORT UPDATE BEFORE THE HOUSE SUBCOMMITTEE ON
CONSERVATION, CREDIT AND RURAL DEVELOPMENT
MAY 16, 1984

M
£

Mr, Chairman and members of the Subcommittee:

My name is William E, Murray, | am Legislative Specialist for Rural
Sevelipment for the National Rural Electric Cooperative Association, the
trade and service organization of nearly 1,000 rural electric systems
serving nearly 25-million rural and farm people in 2,600 of the nation's
3,100 counties.

we appreciate this opportunity to express our views on H,R, 5024 and
the Ayral Nevelopment Strategy Report update which are the subjects cf the
subcommittee's hearing.

At their annuai neeting this year and last, the membersnip of NRECA
voted umanimously for resnlittons calling for the restructuring of the
Cepartmen* 3¢ Agriculture's rural develogment responsibilities aleng the
same ‘ines a5 called for in H.R, 5024,

- “he 1323 resoluticn stated in part:
il s ng longer able tc effectively administer both arm and.

. omirefiem srograrg, and, as 3 vesa't, has downgraded the priorit, of the
TiTvaecer . Thug nitaation wi'' contnue, in pur view, until USDA takes
Stens S, cBuradnle 153 ryral development respunsibilities by 1ssigning

tmev 4y 4 nes 149enty 30 35 to jive them the high priarity whigh {congress




il

%; directed that they have.” ]
i The 1983 resolution was equally specific:

; "vsolt {5 apparent that FmMA is unenthusiastic about implementing the

. rural development authorities assigned to it over the years. As a ¢onse- o

quence, it is increasingly difficult for rural areas and rura)l people to
obtain the assistance which Congress intended them to have. Therefore, we
t:el it would be best for Congress and/or the Administration to transfer the
rural development programs from FmHA to a Rura® Cevelopment Administration
in USCA, leaving FmHA solely a farm loan »:#ncy...".
We believe that the bill would not only enable USDA to implement its
rural Zevelcpment programs more efficiently, but it would also eliminate
the dissatisfaction that farmers and ranchers have with FmHA because of ;
its schizophrenic and competing farm and non-farm roles, é%
According to our understanding of the legislation, it would establish N
tWo new administrations within (JSOA from tke present Farmers Home Adminis-
tratisn,  The farm orograms along with 502 single family houcing loans
wculd be under the Farm Administration, and rural development programs
ntluding water, sewer, comunity facilities, business and industry, and
housing ‘except single ‘amily), and ~esource <snservation and ’evelopment
wouid be inder <he 2iral Jevelopbment Adminisiration,

Tnft, tistrict 1¢7ices would become part of the 2ural Sevelspment

%GTiﬂfi"raifﬁf :Q?iVér}'s}E:ém"gr-rb?ai'ééﬁé\nﬁheﬁﬁ.dﬁé ﬁJt:v-}Er;;,
T hdo theogre g4, The lstrict SFFen wcutt atas have the
trae et tponnicg!' G cstange,

SevondLeearion ot V04, and watershed and Tond pritection frans

wou b by trangcereed fros TaA Lo the Savy Lonuervatign dervice, *the

L3
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agency which already has the responsibility for the planning and technical
assistance of these projects,

The Office of Rural Development Policy would also be folded into the
Rurai Sevelopment Administration which would give the agency technical and
rural development expertise.

*he Rural Electrification Administration and the Federal Crop Insurance

Corporation would remain intact and continue to cperate as at present,

4
%

According to the bill's author, Rep. Wes Watkins, few additional
sersonne} would be required in this restructuring proposal, FmHA staffers
responsible for rural development would continue their duties as employees
¢f the Rural Development Administration.

"he bill also calls for renaming the USDA the Departme:r. of Agricul-

=
ture and Rural Jevelopment. We believe this is appropriate since it would ;;?

iz

3
nore accuratel,y reflect the rural development mission of the Department in %

adaition to its agricultural missicn.

' the ural Jevelopment Act of 1972, the Congress made it very clear

sna® JSIA was &0 be responsible for the leadership-rele smong all Federal

gjencies and departments for rural devetcpment. It was jiven the tasc of
cserdinating Federal rural development efforts. “herefore, it seems

'sgical to us that the Department's name should re€lect *his rcle,

L

Tirtmer, it woula reflect tne fact that the Depariment 5 concernet wi'h

Xuopy tne seseril advantajes of 4ne restructuring:
TUowea 'y sarve b, oaugrade rurid sevolopment 4¢ TLUA ant natiorall.,
A sinnn maw tre peinting ta en inexgrable downgraling.  4n obvicus

.

poample is *me Acmeomistration's budget for rural develupment orogrars

174
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B the Farmers Home Administration. Compared to the 1980 FmHA budget, for
instance, the trend is dramatically evident. The 1985 proposal of $2.9-
dillien is $3.7-billion under the 1980 budget, In addition, the Adminis.
tration has drastically zut financing for rura) facilities, housing and .
.ob-creating and job-saving enterprises. In the case of the business
and industrial development loan program of FmHA, one of the few sources of
tredit available %o rural businesses, the Adminmistration is seeking to
phase it Jut completely, It also is considering combining the funds for
ather rurai Jevelopment programs into block grants and turning them over
to the states to distribute,

‘h1s legislation. in our opinion, would help stem the erosion of

rural cevelopment dnd give it a new and higher priority at USDA,

FmHA Administrator Charles Shuman has been quoted as saying that he
wouid 1ike “ta end the programs for business and industry, qreatly reduce
thyse 1n muting, water and wdaste, and increase lending in the fgnn area."

As far 15 we can observe, Mr, Shuman 1s having his way at fmHA. And
witn FudA's top man advocating the reduction and/or elimination of the
federa’ Goverament's primary rural develapment assistance, the outlaock for

rira’ tewelapment 5 not very promising,

At i, M. Shuman's views make the arqument for separating FmHA's

fartoanlonan-tirm gutivities and putting *he iatter ints 4 ryral develop-

LNt e o 3s <00 5T prhpage,, |

ratd e dnpnt oty atedy gt

. Mo araonned, T oWt mentyan thar NPT A was the tairgt

Bt BETL A tan Paocoeer Gutodn uppaet ot the turgl Sevelopment Boliey A,
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*he day after its authors, Rep, Richard Nolan and then Rep, Charles
grassley, introduced the bill, the NRECA membership at its 1978 annual
meeting unanimously endorsed the legislation.

Cne of the provisions of the hill required the Department of Agricul-
ture to prepare a comprehensive rural development strategy designed to
“maximice the effectiveness, increase the responsiveness, and improve the
delivery of Federal programs to rural areas," and “increase the coordina-
tion of Federal programs with the development reeds, objectives, and
resources of local communities, substate areas, states, and multistate
regions...", ,

I'n our opinion, the USDA's rural development strategy has not resulted
in any significant progress in implementing the above provision, Ner does
the analysis of the President's budget r§1evant to rural development seem
very, helpful ur useful,

Compared to the dimensions of the needs of rural America for jobs, for
nigsing, Jnd for community facilities, the accomplishments described in the
repert seem glmost irrelevant,

And the Administration's strategy is not without its irony. For
grampie, {t is seeking to divert hundreds of millions of dollars from rural
:eve&vuﬂeht programs’ to farm Ioan,pnograﬁs. This procfgihs-to us_the TOW

JM'HJna?x_tbo_Jepan:mgng_qivgﬁ_ta_ruru}_¢eyelqpmgnt,_1f;ﬁqgr§_ﬂome Adminis-. ..

e gtion sneald request these anditional funds in supplemental appropria-

ERIC
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s1,n5, nut take them trom rural levelopuent,
Yoy prene celease dccompanying the stseteyv undate, Secretary Block

rwd Yqe omp,t stespethen the partnership between the § 6-miliion

.-
"o

o e Tiyong on tarmy and thetr Slemillion rural, nen-farm neighbors,
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Taday, the average farm family receives two-thirds of its annual earnings

from off-farm sources,"

In light of the Secretary's words, it would seem to us that he would
§ asx for additional farm loan funds so as not to further deplete the *
financing available for economic development which he points to as closely

related to the interests of farmers,

.
une could get the impression from reading the strategy report that
% ~ura! development was making huge strides at USDA and other federal
. establishments, The evidence we see, however, convinces us that iust the
apposite is the case. That evidence tells uys that rural development is
beinqg seriously downgraded and neglected, which could pruve to be a very e
g- shortsiqghted and costly policy both in economic and “uman ter ., ié;
The first two sears of this decade, according tn the Census Bureau, “Eg
nave scen 1 S lawdown in the growth of populatian of rural America., And .?g
many rurdl counties are still losing people. Mo lgnger is rural America gfr
Jrowing at g faster rate than urban, as it Jid in the 1970s, And prior f%
to 1973, for ¥ years rural areas lost mitlions of residents -- between :2

Jheands JQ-m11lign, -0
The migritiyn uf these miilions of displaced farmers and ryral resis

dents’ to urban areas -erved as the main reason for the rurdl develupment

frogroms ingtiate by Sonqress in the 19609_§q9 19705--_:?9"09§9§}ije;Wd$
e siaw the shist g gopulation .‘_'l*om rural to urb(m..whi.(:h AN x..!usi.'.\r}
Thertouw, prebless o the pation as 4 whole as Jemons trated by 49inq raral
..Cmnmun)’xﬂ' et vepetrewded cities whore rural migrants sought jobs but
stten nad fo et de far welfare,

[l

eothe Apreuttme Aot ot 1970, Longress, dectared that maintgintng 3

174

P

ERIC

R A 1 7ex: Providd by ERIC



ERIC

Aruitoxt provided by Eic:

178

30und balance tetween rural and urban was a top demestic priority and that
the “hizhest priority must de given to the revitalization and development
Af ryral areas.”

.0 the early 1370s, the migration reversed itself and the rural
population began tg qrow daqain for the first time in the 20th century,
Certainly some »f the credi% for the turn-around must go to Federai rural
devalocment assistance made aveilable by Congress,

gnfortunately, rural development is no longer a matter of urgency.
Thig Administration is ignoring the needs of rural America, and the once
igh priorit, far raral development has s'ipped to the lowest point in
30 years,

ir gur npinion, the potential for another flood of millions of rura}
people *ta *tne o+tigs is now in the making, The combination of high rural

¢
mamptavment and inderemplcyment plus an agricultural depression will

.

wvert 2itls farce millicns of foreclosed farmers and jobless rural

173
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meas ras n RIAD drpat dnd recuced the £osteshare rate far flpgd contrg!
proletts notre RILD program, Both Of these initiatives seer to run counter 'p
the expresied irntent of the published Rura! Development Strategy of USDA,

A study 3f the 951 report, “Betier Zowlry: & Strategy far Rurgl
vevelspment 1n tre 198C's% ang the 1984 report, "Rurd! Communtties and the
Amer .can Farm: A Partnership for Brogress,” amply, a4t ‘east, that the wdy 0
Tur Al geveldpment 1o lo make the tountrysife ook more i@ the cttses,
Farthee, npether repart acenomledgges the esistence or the cantribytisn 85 rura?
tsvelnpment of tre 134 RCED Courctls,

In a repert of ine Sergte Committee on Agricuitume, Milrition ang Farsyiry
ortabisg, “Parm Poiicy Pergpectives® dated Apri' 1984, lfrere it an atiscie by
“tewart Smitn, (ommiseorer of Agricuiture n Ma'ne, waizh addresses the cit.e
Coraral aewricpment a3 follows:

TRural Zeveloprent straltegy. ! owolld Slatt oy seggesting thal we reed
frorethiek the present rurdi Jeseloprmest sirategy, TRal sirategy, nomy
sprean, s miedtrettes, It ceperds hearily upon the soncept Af enterps rie
vires to attralt Busimess fiemy fnto ryral dreds, It raliss uper wapaasion
of ggricsltoral exports as 4 means ¢f Balsiering farm tneame in ryral
Awerrg o and 1L Propuses S1gPifIeant ircragse v Iae amaunt of dala

CTee b ryeal America, AY' of thene 1Mif14tevey Nase § place v
e dng suppurt Lo rurdl communities, bus 89 the butlding blocks of rura)
toesIngment Strategy, they €31l woetuily short. we need 4 poltcy thal doss
st ealy upon providing every rurdl community wilh the Opporlunity 19
paiiiipate on o lar pescatecindustrialized scitely, we nees & pulicy weion
rroagrezes G ffere coy BAlwper 2w ushin ard rural communitiet darg hytinag
a0 N taral Sirenqlag rathar thet mpases  rban salulions ypop aur roral
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Fiacapiair studtes, Land fvaluation and Stte Assessment (LESA) stulles, s wel’
as direct technical assistance ¢ muni¢ipalitres, counties, conservation
gistrizty ard other units of government, The Sofl Conservation Service has the
nseleus of the technical expertise to conduct this type of activity, tncluding
874 conroinators, ergineers, eccnomists, geologists, wildlife diologists,
foresters, sai) sclentists and others. It s nur belfef that this agency, given
tne approprrale ‘eqtslative mandate, ‘s equipped to handle the rural development
re's of USDA,

R340 Tourc:ls, and to A lesser extent, conservation districts, ha  Deen
grrectly invslved witn otner local government entities in g, -soring ryra’
ressing programs, historic preservat ion and interpretatton pe .18, outdoar
cesreation and farmland protection, Roth RCAD Councils and conservation
gr1etricte Rave worked with county govermments and regional planning agencies on
viroaqs aspects of enral devaloprert, 1ncluding municipa  and industrisl water
cupply, flcod tontrol, sewer and water stucies and nonpoint source potlutron
cortrol programs,

Ty miqnt he snogested that a rural development mavter for the Soil
mnpryatinn Sury ice might cetrazt from theyr present sodl conservalion (narter.
me w0 The rgrsl devsiopment B6€3rt a5 2 complemant o the 01! conservatine

S A 4

Mr_ Caateman, ) ooar ot state that my tethimeny toldy 15 based wpon 2
Lotizp eosttion Of the assotiatrsa,  we 49 suppart rurdl deveicpment of tne
Soil, watee, ard ngman rescurces of the nation, ] 90 nave the asthcrity o
Prenent tepce propasals o be Consigered ir your gdistustions of raral
watepmant ononeprs tha taey car be helpfur an girengthening a4 botanced |
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STATEMENT OF RUDY ARREDONDO 8
POLICY ANALYST
THE NATIONAL ASSOCIATION OF COMMUNITY HEALTH CENTERS
L ]
Mr, thairman and Membera of the Subcommittec:
! thank the Members of this Subcommittee for the invitation tu testify
¢ it behalf of rural and miprant health centers.
My name is Kudy Arredondo, Policy Analyst, for the Nattonal Association
of Communi{ty Health Centers (NACHC}.
{he National Association of Community Health Centers is a broad-base
private, nonprofit organization representing over 800 urban, Indian, rural
attd migrant comunity-based health centery serving low-income medically under-
served pepulations {n all 50 states, Puertc Rico and the District of Columbia. _
These centers provide health scervices to more than 5 million Americans. :
As the national advocate for these centers, we are extremely concerned ,
willtt i tenrpanizal lonal proposal as contained in H.R. 3024. Although, as N
v tarrer user »f PmHA rural community develcpment programs during my tenure
a4~ o tiwid representative tor Rural Housing All{ance/Rural America for over f
toonur vears ind cubneqguent Jvoan voployee of Farmera Home Administratfion, 1 can
-1-.‘.-5--r. gt the tagh level of trustratiag expertenced by members nf this bodv :
torle D mn-.,-\-n-?xvv Ju_('ncv-__.h-!_-‘rnl_i:\-
} wet ‘” x" -u_-n:-n-- that xm.;rx.m.f..n'mn which \gl;)tt')d'l"lr.lm‘H; x'm_..;'; _. o .
’ B T P R B T T ct the boet .mp,n-\uh: pooaddiean i the need o 2
.: ) R L LS R '1 "’ml_’"'*u‘n--x'.'u .1%\1:!--.‘.'!; A.oaow 15| )‘.'a,_.:--— =
Py G fhe Fllwet8 Moz Aot g 1, e e more cone eraed Wit h the atrat u»_ja' R
wai e o commetment Yoo tree &GO T Thes gt gl el Tpoapne b b Tt L e at by
i T N S A T TS S YR 1 - 1: A SR FTINTIE S I P KU SETTE R ¥ Y SV £ RUP - L
_ L N R E LI A T AT A A JUR L IR I B A SO
N
Thre Nitioeat Asscrrar.an w4 Toha o b ob i vie che Tack vt cow o iiae o
And griacagee whiaw predentily vxist o v rhe ImdA, pariieniar,y a- it alievts=
“ ‘ . o =
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A5 thiw Committee s very much aware, the principal responsihility for

tte provisaon of financial assistance as the lender of last resort to rural

communities of 10,000 population vr less rests with the U.S. Department of

Agricalture's (USDA) Farmers Home Administration (FmHA). .
0f the FmHA prograzms, which include rural housing. farm and community

deve.opment programs, the FmHA Community Facilities Loan Program is of great

inlerest to the tourd: community and migrant health centers for the provisicn o
of ryral health facilities.
At this point, I would like to regresdy and to 3ive the Commit!ee members
same Sackgroand on thia matter. '
fn iate 1978, former Secretaries Joseph Califano of the U.S. Department
€ Health, Bducation, and Welfare (now DHHS) and Bob Berpland of the U.8. De-
pirtment of Agriculture signed a Memorandum of Understanding designed to coor- "
difdte the two federal programs: the DHEW would concentrate its efforts in ;
<

reedy rural communities who had scute health prublems, e.g.. high fnfant mor-

tality rates, high chroric diseases, lower than natiomal average life expectancy

AT

raie . und wnvironmental healt . hazards.
Podsor thi- anfeement, FmHA wonuld make CFLP ruads avaiahkle to umderwrtte ;5

Gk w aaemtp o -aad renovalion ot primary heaith centecs te medteaily under - -

wer b orer .‘.lm;m.szxt-‘.‘wxxr:y:\ sef aside ot 525 millredn imder (hy-_ Ll st

te o IPCERTH .'1: L0 taan, wux.-. n.l-!nl-‘ ’-'” WLoaotald at 847 -mxl.-. '

v oaew orrt oapeer bt saraioand migrant heatr! ceater., hxbibar AY

SO YA el L sallan OTElee Pepoltoognemtrored Pho prepies

T aae Refit ot fe UHLUELe e Adareoc e oo e CAN D annt e vt et
Goate Pafestors fo fetnpend the procs e U oane mew jron ot aczier the TR S

tmdign ot mApperanding until fgroher uoriow The AN <ioc morpuleren, and o

suate, TFor thos . prolects that have bece 9blIRATCL 19T tow Zonetiuactingg
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contracts should not be awarded.” {Exhibit B) This AN has not bean revoked.
Another interesting side note is that DHHS was not informed by FmHA of the
sugpension of the MOA.

In Decamber 1982, President Reagan signed the Urphan Drug Act which
authorizes Section 330 (Public Health Services Act) funded rural health centers
to repay FmHA loans with wprant funds. Since that time, FmHA and DHHS steffs
have bren meeting in an attempt to r new this agreenent.

Ia October 1983, FmHA proposed an agreement that would only gonaider for
{gggigg o .iy those projects that require no more than 25 percent of the toral
operating revenues {rom DHHS operating grants. (Exhibit C)

Dr. Edward D. Martin, Assistant Surgeon Genaral at DHHS, responded that
such an agreement would exclude 8% percent of the eligible rural community

health centers. Or. Martin added that there was no apparent rationale for

a

" such a restrictive agreement since only one community health center had de-
faulted out of {70 CHC borrowers. (Exhibit D)

FoHA has since withdrawn the October 1983 proposa? and offered an alterna-
tive which, on the surfacre, uppears to be ieys restrictive. However, &8 sulvey
af <aur rural and migrast health centers indlcates that the graduated amortiza-
tion proposal would effectively exclude 85 percent of our rural community health
vetter oand M percent o ocr migrant health centers from even beiny considered
et FmBA community facsisties Todans. o (kxhibit E)

Thy - ;Iru-p:u-..tl im-. i,.-;d;-'_mgi\é.x b'y.Admm;t-rahn'vSiuﬁmn*.md 1~ preseativ’

et reviewed by Bt Kobiert Grabas, Adoraiant Sopsen vweneval at DHRBL, e
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tion and the vepartment of Health and Human Services to withdraw the proposed

Memorandum of Understanuing presentiy under consideration and to draft a new

We hereby requesl that this Committee direct the Farmers Home Administra-

180

areement whach will include tae following ftems:

thee

AR

v

(23

&}

()

i

Commitien for the

.t ‘.. tal b .

A $30 million allocation for rural and migrant health centers.

An amortization perfod of up to 40 years or as permitted by
statutle.

Relie to rurai and migrant health centers in the form of a grand-
father clause for those to whom PmHA had obligated funds, prior

te Novemher 5, 1981, AN, and who. in good faith, obtained interim
financing from private sources which are now coming due.

Thie agreement muat be drawn up within the next 60 days and in
consultation with the House Agricuiture and Labor, Health, and

fniman Services Committee staffs.

hohat! ar el )
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State

Al abams

Alaska

Arizons

Arkansas

California

Colaredo

Connactic :

Delavare

florida

Cenrgie

--- -— —— - Lincolnton-
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Lincoln
Red Bay
Daleville

K¢ e

Benaon
Somerton

Auguata
Mountain View
Marianne
Clarendon
Horaashoe Bend
Salen

Buttonwillow
Nipomo
Rarlimart
Coachella
Wrightwood
tamone

Los Banos
Olivehuret

Kiowe
Fort Lupton

None

None

T TWest Palm Beach
_Sumterville

“Wewshitchka

¥

Unadilla
‘Albany

Naoae

None

Lincoln Medical Boyrd
Southern Rural Raalth Care Consortium
Daleville Medical Center Board, Inc.

Renaon Mealth Services, Inc.
Valley Mealth Centar, Inc.

North Arkanses Numan Servicas
Mountaein View Realth Services Center
Lee County Cooperative Clinic
Mid-Delte Community Services, Inc.
MNoraeahoe Band Nealth Services Cuntar
Salem Dentsl Realth Bervices Center

Buttonwillow Realth Center

Nipomo Realth Clinic, Inmc.

South Tulare

Ll Progreso del Deslerte

Mo jave Desert Health

Clinice gierrs Viats, Inc.

Stanialeus Pamily Mealth Center, inc,
the Lindhurat Pamily Realth Center

Eldart County EMS Councfl, Inc.
Plan de Saud del Valle, 1nc,

Palm Beach County (Not HHS)
- Projact Mealth
‘:Wewshitchka Medical Center
~zHillaborough Caunty Migrant Wealth
T Meat Orange Farwworkera
amily Medicel Practicas
“¥loride Rural Health Servicdes, Inc. -
“Henory~Glades County Health Center, Inc.

- reo

“Pooly Realth Cnrt-As-ocintion
‘. 'Albany Ares Primary Realth Care, Inc.

140

LXHIRITY A
PRHA/HNS RURAL MEALTH INITIATIVE PROJECTS
Location uf project Namt of Project or Borrower [ Status

In oparetion
In operation
In operation

in operation
In operation

In operationr
In oparation
Under conet.
In operation
Loan apprvd.
In operation

Urder conet.
In oparation
Loan apprvd.
Under conat.
In operaticn
"% operation
Ia uparetion
In operation

In operation
In operation

Loan apprvd.
Lnan apprvd.
Under const.
In opegqtion
In operation
Under const.
In operation

In opevation

In operation

. _In operation
T 7 ~—~Lincoln County Prisary Care Center, In- fn aperation,

=

u

et

L
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tala

1itinoss

tndia~s

fowa

Kansas
Keatusky

Louisisna

Maine

Marylend

Massachusetts

Michigan

W:onsgsta

HWigssenippe

Locstion of Praisct

Carbdondsls
Christopher

Flors

Oquewks
Peabroke

Hone

Clearfield
Adair

Washington
None

Ratchitoches
Sicily lsland

Eastport
Buckaport
Dantorth
Eagle Lake
Newport
Ashlend
Belgrade Lakes
Hedison

None

Pravincet own
Uxbridge

Lincoln
Houghton Lake

“Algonac

Brown City

. Dowegisc

Pallman
erling

-?}a}nvnvxxl'

B andon

" Mound Reyou

New Hebhron
g thvelle
Ja kxson

—---- -Realth Center,-Inc.. - ---. -

182

Hame of Proiect or Borrower

fhewnee Realth Services (Not KHS)

Christopher Greater Area Rursl Reslth
Planning Corporation

Christopher Greatar Ares Rural Realth
Planning Corporation

Henderaon County Board of Realth

Pembroke Ares Tamily Meaith Center

Clearfield Medical Clinic/Dental Clinic
Adeir Medicel/Dental Clinic

Washington Co. Rorigzons Health Service

Natchitoches Medical Centar
Catshuule Parish Hoapital District #2

Bastport Health Cara, Imc.

Buckeport Regionsl Wealth Center, Inc.
Bast Grand Realth Center, Inc.

Bagle Lake Megionel Realth Center, Inc.
Sebasticook Yalley FPamily Practice Asan.
Medinel Care Development, Inc.

Belgrede Regional Realth Center, Inc.
Madison Ares Weslth Council, Inc.

Health Associetes of Provincetown, Inc.
Tri-River Pemily Health Centvr Dev. Corp.

Alcons Citisens for Health, Inc.
Northern Michigen Health Bervices
Downriver Community Services, Inc.
Brown City Ares Health Centar, Inc.
Dowsgiac Nealth Systems, Inc.

T TPullman Keslth Clinie, Inc.

terling Aras Heelth Project

Bacneaville A-ea Clini-

Hinds Rankin Henltﬁ Clinie

Mound Bayou Community Hospital & Delta
Sauth Central WS Rurai Health Assn

Thiee Rivery Area Health Serviese, ln
Central MS Civic Improvemeni Assn

Status

In opatstion
In operstion

in operstion
in operstion
tn oparstion

Prof. closed
in operation

In operstisn

Losn appevd.
in operation

In operation
in opatation
In operstion
In operstion
In operstion
in operstion
in operation
In operstion

In opurstion
In opatation

In operation
In operstion
in opevation
in operstion
in oparstion

.In operstion

in operation
In opetation

in operstion

_ 16 aperation -
In operation

Laan appred

Ju nperation.

1

3
by * |

o



YOI TG v:-’,'gajﬁ‘;

g
- 183
&
Stace Location of Projest Name of Project or Borrower Statuys
Miggoury Pilot Kneh Citizens for laprovement of Medical Ser. In operstion
Richlignd Richland Medics! Center, inc. In operscion
Hamilton Caldwell Ceunty In operation
) Barshers Northesst MO Meslth & Welfare Council In oparation
e Downing Northesat MO Mealth & UWelfera Couneil In operation
Glen Woud Morthesat MD Health & Welfare Council in opaeration
Crean Castie Northesst MO Maalth & Welfare Council In operstion
Hontsng Kone
Nedraska None
Kevada None
New Haspin:ce Gorham White Mountain Nealth Servicea, Inc. In operation
New Sersey Belcoville Memorisl Perk Pemily Practice Cen., Inc. 1In operation
Frankiin Wallkill Velley Geners! Mospital Assn. Losn epprvd.
New Meeico Nane
Nev York Balidwinsvilie Health Servicea Assn. of Central NY, Inc. In operation
Central Square Health Services Assn. of Central NY, Inc. In operation
North Caroling Hat Springs Mot Springs Mealth Program Loan apprvd,
inderson Creoak Boone Traeil Medical Clinic In oparation
nak ity Comauynity Nedicime Poundation, Inc. in operation
Fsiaon Goshan Madical Zentar, Inc. In operation
Morven Morven Medical Clinic In operation
Rose Hill Plain Viaw Realth Services, Inc. n oparation
Stsdasn Steduan-Wada Realth Services, Inc. In operation
Ho  ster Twin County Rura! Neslth In ocparation
¥a! onburg Graane County Mealth Care In operation
Bun Bunn Community Mealth Center, Inc, In operatrion
Newtu.. Grove Tri-County Community Wealth Council, Inc. In operetion X
Yanceyviile Cesvell Paaily Madical Canter, Inc. In operation a
Ni-ri Dghory _Killdeer > Punn Community Heaich Centers, Inc. iIn opsration ;
T THallday . 2bunn Community Wealth Cenrers, Inc. 1n operation .
-Mercar~Olivar Health Services, Inc. .. 1n aperation s
cstercer-Cliver Nealth Services, Inc. .In operation Y

©Under const.
In operation

ronton~Lavrence County CAO -
Family Developsent Programs, Inc.

o :
Nelganv,lle

L I Lt < Roteiags Bitlinge Ai-u Rural Health Services, !n.r., in operazion

Lregrr oo c—e o —Mendbarn o ——— 54l u4 de ta Famlyg T TIn upergeion
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'.-‘h.s -

Staze

Pannsylvan:s

Puetiv Rica

fhode laland

Sauth Carsling

ssyth herote

fennessar

Texas

N 18
Vers il

1nta.ts

TSauth Cameron
. tLrasbeck ’

L vty w20

Lacasion of Prajest

Blaeaburg
Hyndmax
Mansfield
Norch Bast
Snowshoe

Rio Piedras

Hermony/Gloucestear
Pascuag/Burrilville
Rope valle/Hopkinton

Fairfax
Clanta
Little River
dyefield
Ovangeburg
Cleearvater
Saciaty Hill
¥cCellanviile
Jonne Taland
tie
Cresleyviile
Richburg
Kidgeland
Sharon
Trenton
Winnsborv

Alcester
Zlk Paine
Taple Bucts

wWartburg
80t nn
Mrddieton
| Y Y YARR L
Stanton

Razmorville

Slending
tiar dwes b

L0

Tatholic Charities,

N Soieraes nlbannbid
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Name of Project or Borrower

No. Penn Comprahenaive Health Sefvice
Hyndsan Area Health Center

No. Penn Yamily Health Center

North Rast Realth Care Canter
Mountaintop Ares Medical Can. Aesn., Inc,

Puerto Rico Dept. of Health (Non HHS)

#v Community Nursing end Health Service

NONANS
Wood River Mealth Services, Inc.

Allendale Co. Rural Nelth Progrea, Inc.
Olants Medicel Center, Inc.

Little River Medical Center, 1lnec.
Wegsla Rurel Health Asaociation
Orangeburg Co. Coneumer Health Council
Rural “salth Services, Inc.

Society Rill Pamily Realth Clinie, Inc.
Frankiin C. Patter Pemily Health Cenrer
Ses Lsland Comprehensive

Clio Community Nealth Center, Inc.
Creslayville Medicel Canter, Iac.
Leviaville Pamily Care Center, Inc.
Beaufort~Jasper Comprehenaive Realth Ser.
Westaide Nealth Care Canter

treanton Pamily Practice Center
Paicfield Rural Nealth Prograw, Inc.-

Clay-Union Realth Poundation, Inc.
Clay-Union eslth roundation, Inmc.
Zegle Butte (Paid in Pull}

Morgan County Health Counctl, Inc,
Benton Medical Comsunity Corporation
Middleron Medical Center, Inc.

Poor Pescple's Health Council

Douglas Community Health Council

fne,
atholic Cosrities, Inc. o
"South Limestons !

Ut ah Navaso Developoeat Council

Na;thern Caynties Heelth Centerd, T3

TR e

gl

Status

In operetion
Loan Apprvd.
In operation
In operetion
in operation

Loan apprvd.

In operstion
In operation
In operation

1n operation
In operation
Under const.
1n opavation
in operation
In operation
In operetion
In operatian
In operation
In operation
In operation
In oparation
Cens complete
In cperstion
in operation
In operation

In operation
in oparation
in operation

In opccation
In operation
In operation
In operetion
1n oparation

".1n operation
- In operation

i operation

fn operation

<
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State Location of Pruject Name of Project or Borrower 5tatus

: Virgiaia Hanaver Dawn Progresaive Asaociation Loan apprvd.
Sland Bland County Clinic Commisaion, Ing. In oparstion
Waskington Grays Harbor Lake Quinault Medica!l Clinic Asen. In operation
- Copalie Beach North Beach In oparation
Chews ! ah Northeaat Washington Haslth Assn. In operation
Othallo Columbia Dasin Nealth Assn. In operstion

Toppemish Yakima Vallay Parwworkers Ciinic, Inc, In operation A

west Virginia Harta Harta Mealth Clinic, Ine. Loan apprvd, o
z Algoma Tri=District Naalth Sarvices, Inc. Loan apprvd,
. Sutton Braxton Medicael Cenmter, Inc. operation
- Canden~on-Gaulay Canden-on~Gaulay Medical Center, Inc. operation
) Baker L.A. Navae Retivrement Village, Inc. operation
Reineile Community Aid, Inc, operation
Matoaks Bluestone Mealth Associstion, Inc. operation
operation

Scardro ‘New River Ppuily MNealth Centar

W.sconsin None e

wWysming None

161 total projects _ ;w%iwni%;‘;“ﬁ‘;’% -
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SUVRIECT.  Prujects Obl {gated Under the Memorandur of
tnderstanding between HHS /U DA

TO:  All Szase Dtrectors, “mHA

we are avare that the Deparcment of Health and Human Services (HWS) 1s
reviewing its participation under The Memorandum of Understanding betveen
¥HS and USDA as a result of concerns raised by the United States General

Accounting Office,

There will be a reevaluation by HHS of those projscts obligated under
the agreement involving nev construction., For those projects that have
bean obligated for new construction, contracts should not be awarded.

i There should not ba any nev projects approved under the Memorandua of
Understanding uacil further notice. You should advise each applicant to
contact tha Regional ERS office to datermine the status of the grant.
The applicant should be advised to inform FaHA of the status of the HHS
grant. The applicant ahould also be advised not to incur additional
expenses involving projects with new conatruction where contracts have

not been xwarded.

You should provide the Community Facilities Loan Division of the Nat ional
Office by memorandum with a list of tha HHS projects obligated in your
state for new construction where contracts have not baeen awerded. You
should also provide the Commmnity Facilit{es Loan Division of the
National Office with & mesorandua explaining the status of each HHS
“grant as reported by cach applicant.

CZaddit'ional information will be provided by the Nat ional Office pertain-
.iny to turther ptocessing of loans under the Memorandum of Understanding. -
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Agncuiture

Rl et

Farmers
Heme

Adrumigirghon

Dr. Edward D, Martin

Assiatant Surgeou Ganeral

Director, Buraau of Health
Care Delivary and Assistance

Departument of Hesith and Muman

Servicea

Parklawn Building = Room 7A~53
Rockville, Marylend 20857

..,Qg«“ Dr. Martia:

187

EXHIBIT C

W‘cshmglun
20250

17 0Cr 188

We have raviewed tha Draft Mamorendum of Underatanding betwvean the U.S.
Dspartwent of Health and Humen Services and the U.S. Department of Agriculture
regarding rurel heaalth Cacilitisa, The overall content of the draft is
suféiciant; hovevar, ve have clarifiad some atatenents addraeead.

We are aubmitting this draft for reviewv with the intention of continuing with
the Henonndun of Underscanding bayond Septembar 30, 1983.

-1f you need additional 1n£or-a:xon please contagt John R,
Community Facilitiea Divicion, _ .

L i i
- NEAL- SOX-JOHNSON-- -

Bowias, Dxrtctor.

" Deputy Ad=inistrator
" "Progran Operstions

Fuclosure

107

BEST Cory AVAILABLE
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DRAFT
NEMORANDINM OF UNDERSTANDING
Between
1.5, Departmant of Nealth and Human Services
U.S. Departmant of Agricuiture
Regarding
Rural Realth Facilities

Introduction
M

The iomediste and pressing need for health care services in many rural

communities is well documented. HRowever, resourcas to help meet this need are ’
limited. Therefore, it is extremely important to coordinate Fed wograams,

which have an iepact on rural health care, in order to help rur. 5 with the

most c.itical health care services probles,

Purpose

The purpose of this Nesorandum of Underatanding is to coordinate two ¢ h
Federal programs; HHS® Health Resources and Services Administration’s (HRSA)
Community and Nigrant Health Center Program with USDA's Farmers Home
Administrarion's (FmHA) Community Facility Losn Progrem (CFLP).

Since the originsl interagency agreement was signed in Fiscal Year 197§, the
FalA has made loans to 170 Community and M¥igrant Health Centers prograss
grantees, totalling $57,397,300, for constructing, expanding, replacing,
renovating or otherwise improving heslth facilities in fural medicslly
underserved aress.

Community and Migrant Health Centers programd provide comprehensive primary
health care to residents of medically undersarved areas, The CFLP is designed
to lend money to public bodies, nonprofit corporations, and federally recognized
Indian trides in rural communities of 20,000 or fewer people. The loan can bde
used to construct, enlarge, extend, acquire, or otherwise improve essential
community facilities, such as medical and health care facilities.

These two progrems <an be directed toward the same - . al medically underserved
areas in order to have the strongest impact in hely o to meet the heslth care
needs of these populations. With this agreemant faHA wilil receive the assurance
that subject to budget constraints, HRS will provide the clinica with service
funds on an ongoing basis which witl, in turnm, provide the working capital and
cash flow needed by the clinics to repay their facility loans. Services under
this agreement can be available in rural medically underserved aress in all
States.
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Authorities

The auvthorities for operstion of Community and Migrant Healtd Centers Pirograms
of HHS are sections 330 and 329 of the Public Nealth Service Act. P.L., 97-41i4
(Orphan Drug Act) which smends section 330 (4) (2).

The authority for FaHA, CFLP, is section 306 {a) of the Consolidated Farm and
Rural Development Act.

Agreement
USDA and HHS agree as follows:
USDA

FmHA will consider funding those spplications having the highest priority and
which will insure the effective utilization of Community Facility funds
involving the most deserving projects and applicants. Each application will be
catefully evaluated to ensure that appiicants are likely to remain financially
viable with or without the Departuent of Health and Human Services operating
grant. FoHAwill consider funding only those projects that require no more than
twenty~five percent of the total operating revanu . frow HRS operating grants.

The FmHA agrees to de -lop spplication guidance material and technical
assistance capability .0 enable RHS projects to plan, develop and submit
applications for Cosmunity Facility loans as provided under this agreement.

The FmHA agrees to inform HHS {Community and Migrant Health Centers Programs)
quarcerly of any HHS project which is in arre:rs with the payments on its
facilities loan.

HHS

The KHS agrees to Rive FuHA advance notice when a CHC or MH project with an FmKA
loan is being considered for phase out. If a final decision to phase out is
made, FmNA will rfeceive written notificatior from NKS, and KHS agrees o provide
funds (if needed) to the proiect to make pasments on its FakA losn for a
reasonable length of time. In the event that during that time, the project is
unahle to conrinue as & private provider of health services, HHS agrees to
assist FoHA tn {inding a chird party to assume responsidility for the facilicy
and the loan.

The HHS agrees to designate the counties and proleces from which comstruction
and equipment applicarions will be prepsred and submitted. The HHS will prepare
an estimate of the number and dolliar value of Commsunitv Facility lcan
applications prior to the beginning of each fiscal year and will update it
quarcesly.

The HHS ISTEt‘ to provide the FmHA a copy of the Project spplication describing
the folloving elements:

194
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facility cost estimate

annual operating dbudge:

maps and sketches :
concluaion and recommendation

need far fecality
existing facilities
proposed facilities
people to be served
providers needed

[- 2 - TR T - I
C OG ¢C

The KNS agrees to engourage ifs grantees to coordinate with transportation
networks N f{heis communities.

The KNS agrees to work with gRrantees that have serious difficulties attracting
adequate medical manp -er drawing on the resources of the National Health
Service Corps as well &s DProviding assistance in recruiting from fhe private
sector.

The HHS agrees to provide proiects with operating grants as needed during the
life of the Community Facilities loan, to the maximum extent funds are
available. WHHS agrees to work with grantees not meeting acceprable performance
criteria to return them to a sound operation, if possible.

The HHS agrees to furnish the FuKA with a periodically updated list of rural
medically underserved areas designated for targeting resources in Public Health

Service programs which the FmHA will forward to its State Directors.

Both

The FmHA and the HHS agree to follow and update as needed an application review
process which permits the FuHA State Directors and the HNS Regional Realth
Adzinistrators joint review (che latter in consultzation with State health
departments), with concurrent review by the national offices of the Tespective
agencies. 1In addition, boch agencies will coordinate the spplication prfocess
with the State Offices designated Dy the Covernors to coordinate Federal rural
development effores.

The KHS and the FmHA agree to develop, publicige, distribute, and explain to
their national and field staffs and respective program constituencies the
required procedures for submifting fscility applications under the joint
HRS-FomKA program.

The HKS and the FmHA National Office representatives agree to meel on &

quarterly basis to Feview Pfogram progress, resolve operational or procedurasl
problems, and plan necessary modifications or redirection of the progras.

L



ERIC

Aruitoxt provided by Eic:

181

Modification/Cancellstion Provision/Termination

Request for modifications and amendments to the Memorsndum of Understanding may
de initiated by either party. Such modifications or ssendments will only bde
effective uporn mutual sgreement by both parties. Under no condition will either
party be atlowed unilateral power to modify, veto or smend any component
thereof. Termination of this memorandum may be initisted bv either party and
will become effective upon writren ratification by hoth parties. .

Effective Date

This Memorandum of Understanding shall become effective immediately on the date
st 15 signed bv the Secretarsies of USDA and HES.

Signatures

- JORN R. BLOCK MARGARET K. HECKLER
Secrecary of Agriculture Secretary of Heaith and Ruman
Services
Date Tt Date

19
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EXHIBIT C-1

0c7 00 1983

tir. Charles W. Shusan
Aduinistrator

Facaer’s Moae aduinistration
U.5. Departoent of Ayrtculture
Iasndnton, L.€. 10280

Oear lir. Shumaan:

AS you know we are oweitiag your proposal for cxtensiocn of the intersgency
agreeaent. My understanding from 3y staff {s that you now are close to

3gTecaent on a rosponse to our proposal. 1 ao plessed to hear this since !
think we should sove o formalize our uanderstsnding as Quickly as possible.

1n the {nterfa We ate continuing to follow the prfocedures we have bmen
usiug for revieu of loan applicacions and aonitoring of yraatees with
loans. Lnclosed you will find our pewest problem project list.

ibe only loan spplication currently pending in your offfce is from Mealth
west, Inc. in Pocatello, Idaho. [ want to reiterate our support for that
§125,000 loan. I understand that your staff Ls concernmed that the
percentage of projected fncome from grant support (65) ts too NWgh. It (s
inportant to note that {nitlal grant support often L{s 4n this Tange. As
the pructice 1s developed and productivicy rises so do patfent paysents
and thied party collectious. This results in s lessening of grant support
AN 0 puerceiitape of (ncowe,

I oase this case because FmEA loans sre cecasssary for many new $rantsss to
entablioh successful operation, It (® iaportant to recogniss that such
arantees will tend to be heavily grane depcndcn: at first. If we are to
acliteve ouf outuadl ebiective of locating successful prisary cate clinics in
the arcas of ,reatest need, analyses of the financial viability of these
practices will have fo involve projections of yrunt dependency as well s
andiyses of varront statoes. vur staff is ready to work with You on such
ofojeet fong.

P adlation, in wut view, loan decisions ebout grantess should reflect the
weeess of fov anbive porcfolio ot lomns ko DiwiS grantees. It {s Oy
dheefatduditg tNYE Az this tioe only two buildings of one fo¥asr grantec
ate g Soventory. 1 think thet this is an excellect record given the fact
that during Mol che Comsunity Healeh Centers progras was reduced from
£325 nillion to $246 million and Federel fuuding to over 200 grantees was
vhased out. Obviously, we may face other defeults in the future. However:
(1) wa fully tutend to contious to cooperate fully wieh FaBA to find
alternatc arrangedents for payment of mortgages is {ostances iao which theae
sre defaults, (2) we 2150 intend to continue to forward fund wortgage
dagainty whed netossafy to provide A transicion afcer phasecut of gresits
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Page 2 - tr. Charlesa wW. Shunan

died () tne prooaitliitly ot grant phascouts 48 now Sach lower than ag any
tise in recent yoears due to the fact that wost grantees with sfguiffcant
proflens have hac tuedr funutoy phased-out.

i1f ay sceff or L can be of any further halp on lesith Weut or the agresment
please 40 not hesitste to call upoa us.

Sincerely yours,

£dward D, (artia, M.,
Assistant Surgeon Ceneral
Director

Lnclosure
cc:  Lonnie FPosey

Hax Rogers
Faren Strescheim, President

3256 0 o84 34
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EXHIBIT D

NOV 3 I6R3

Mr, Cdlarles ¥, Sdumen
Adalalstrator

farmer's Kome Adminiatration
8.5. Departsent of Agricultuce
weshington, D.C. 20250

Doar Nr Shuman:

Thast you fof the letter of Octobor 17 from Mr. Neal Soz Jobason. Thic
s to reply to it and to followup our letter of Octoder 13 to you.
Firat, we are plaasdd to have recelved a revision of our proposed deaft
sgresment .

Mr. Sohasoa Bes lncluded ia the revicicn a now and sigoificaat provision
wdick hes not Deen dlscussed §ia the prior meetings which we have had
since we initisted offorts to cenew this agreemeat ia March, The offect
of that provision {s to severoly limit the usefulness of the agrecmont.
T cefor to the paragraph which reads as follows:

FaiiA will conclder funding those spplications havieg tho
highest priocity which will incure the effective utiliza-
tion of Community funds Involviag tho most deserving profects
and applicants. Esch application wiil bo cerefully svaluated
to ensure thet applicants sre llkely to comeis finencially
visble with or without the Uepartment of Hoslth and Kumsa
Services operatiag grent. FalA will coasider funding onls
those projects that roguiro no more than twonty-five percont
of tho total operating revenues from KHS opecating graats.

The prodlem with this provision is thet Cosvaunity Hoealth Centor {CHO)
ceants ate targoted to medical runters is aress of high poverty and bdigh
unomployment. The CHC grants are used primarily to subsidize medival
carc for the poor. At tho onset of Lhe srant most CHC will fiad Fedoral
support esseatial to subsidige the sllding fco scele for the poor and
pesr poor tRey sefve. This is often the polnt at whiin the center noeds
a sew or improved facility lo order to move towar) .ifancisl viability.
The practicsl problem ls {llustrated Dy tho fact that of the currest
Moldars of FaXA losns who still receivo CHC grents, 85%% rocelve 25% oc
more of theil operating budgot from CHC grant support. For that matter
44% of these curfest lendees receive 50% or more ik graat suppart. Whlle
it ts trwe that more tham o third of the landees now are free of
depactmontal support, most of those went through a period of heavy grant

dapeandance.

Assuming that the comcera you are espressiag is introdusing this
provision is one for the stability sad sefoty of the portfolio, we would

191



185

Pign & Nr. Charlen M Chyean

roc.amand that yas Jonk fnaic it Lo the ta il ger(ormwmar A€ LA ﬂm
170 Joany made Lo The tepsrimest of fHoatls el Numeg Sereires
Ap wo sotad 1o our lottar of Octodar 1%, anlr anc of thees

in facilitior hrlng placod In invoatory during th. mm
afrocmont . :

WIENID our ability v have atbeng tod tu 7 ~aed ko Y€ 43
Erential detault . For evimplo, we Ry L et in thr
Curmal ant actdo o Tonds b FeA (oe PRec. Viemn :
Phut fower apt w00 Geiemi Ly prantoe Wil o g0
0Lea Lo provide fantine o &t moetp e o wedd ¥
Phe sesvicy Yite of a0 et , yhore Wwre. e, ‘el
will mol Bo placod ia investary W Nawe
copactiog sconuirem-at«

e JOFE tHuman ot one W f hae Lerun b o plig.
possibie solutions that miah t. mulunrily apeon hlag
ttoiE vou could poranelder in pertiontar the Aet inifi
cal ool f -

Thant you (of yrur coutlderal van

Stacrrelv voaes,

’f

Farard 40 s b NB
Anc it p0 areenp 0 opre it
fle 1

i;rcpu'cd by BHCDA/DPCS /RN SHuman :efm/10/29/81
Rovisad by:SNCDA/ON/DPCS/RN/Corrigan: Human/1ns1 /8]
Doc. id 0415¢d

4
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ir. Edword 0. partwe

U318 un', Durdean el

Mrecty, B g OF Health o
Delivery e ASs.staie

Dopartment of Health o0 twnan Sevv:cay

farkla+n Batlding - Rose JAKS

Honkville, ¥ ORSY

Venr Dr. o Mariin:

Thank you for the letter of Jinwecy '8, 1684, reparding «om projosed Nosorandu
of Ungerstanding, The draft memorisuhim you forwarded is auneptnt'e with the
cxception of the changes :n loun terma. Due %G the solut:lsty of the health
industiry, we .o not desire to provide Nnanaing beyond 28 yeirs for this type
of projyect.

A clean drast is enclosea for your consideration, If you concur tn the draft,
we propose to recommend the attached momorandum fo our administrator for his
cmcurrence/_and his signature,

Sincerely, ‘S
i /7

S R
I 7

Deputy Adminjstrator
Program Operations

frvlosure

FRENTA]

™ £ oy { Katon A i . AN § Qi CURPF AFWRY § e
;‘W‘L’ C PR ¢ TIenpian (il pa sard I8
Senstiaiy of APAAN Weshogem 0 C J00
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th oo,
HEMORANGEUH OF  Panr kS AND IR
Bt axern

1.

-

Departmnt of Health and Nusan Services
N hepartmenl 0f Ageacnltg.
Revardang
Kurab MLl Fucilaties

LR RC
free Jamediwl. ana Pressinmy neca 10t Meailh Ccate Sofvices gy many rutal
SOMIUNILICD 1% Vell doCumented.  Huweve!, resources to Nelp meet this
need gce lamired.  Merefore . 40 44 entraenely important to coordinate
Fudeso! programs wnich haue an 1ALt 00 cutal health care, in order to
BelD fural areas uith the most critical health cate scrvices problem.

gt

T purpoas 0 e Ve ade o ot nderstand i 3 L0 cunrdinste twd oicn
Pederal prugramn, Ihparsment of Neolth and iuman Secvices' (NRS) weadtl
kraourcer ang Scrvices Adminaatration’s (URSA Cosmunity and Nigreot
Health (onter programs with USPA'S Farmers Home Adminiscration's ( FaHA)
Community Facilitier toan Pragran (CFLP)Y.

S10ce e Otig1Nal anler8gency By COCRent was s1gned in Fiscal Year 1979,

the FmHA has made loans to 170 roamunity and Kigrent Nealth Centers )
progtane grantees, totalling 857,397 300, fur construct ing, expanding,

Tepiacing, renovating or olnvtwise ieproving health facilities in rural

sedically underserveos areas,

Community and Migiant Health Conters prugrams provide comprehansive
primazy healtn care o residents of medicaliy undarservad areas. The
CFLP 15 designed 10 lend avpey to public bodien, nonprofit corporations,
and federally recognited Indian trides in rural communicies of 20,000 or
fewes people. The loan can be uaed tu construcs, enlarge, extend,
ACQUATT, ar olherwise (mprove essentisl community fecilities, such as
medical #md heslth care faciiitaes.

These (w0 Programs can de drrertad ftoward the sadd tuta) wmedically
underscrved areds in order (o Nave the aEfongest impact an Nalping to
mcct the fhealth care needs nf these populations. With this ageeement,
FwbA will recfive ehe assurance that subject to budget coastreinty, NNS
=3dl provade the clinics wath fervite funds on an ongoing besis which
will, i turn, pfovide ghe working capitel and cesh flow needed by the
clintcs €o sepay thear facriizy Inans.  Services under ¢his agreesent can
be avasiable 1n rural medically unddrsrrved areas sn all States.

B Eatat 08 vommuni gy aod Nigcant Health Centeea

Prugsame 0L 1NN wre aecteuns 03 08 3E8 0t zhe Pudlir Nealth Sarvice Act
b Foto 97 S04 COgphas Yiay, A1) whiah ameidds secCaon 130(4(2).

The sutnesicies fo

2
LI BEST COPY AVAILAbLc
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The anthority for balA, CHIT Cora e M b e Canseiedatod Fame and
Rural Deval spaeat Vot

l':‘u it

USUA and 1S acred 35 follows:

USPA

PaltA will considee fundiag those applical gons having the highast priority and
hich will insure the effective utilization of sommunity Facility funds
i tawolving the most desecving profeces and spplicants. Vach application will be .
carefully ¢valusted to ensure that applicants ore Likely to cemain Cinanciatly
vichla with ar without the Pepactment of Health and ilumrn Sorvices vperating
grant. FalA will cousider making loans to ity neaith contecs (CNC) end
migrant health (MK} projectes which apply and receive epproval from RS, Ths
smortization of the FelA lsan will depend upon the percent of the peoject’s
tocal ope-ating revenuss which cequice HHS grant support as follous:

- Projects requiring 2% percent oc tese
KNS gprant muppert - Amwrtization not dewn 4y, 30 b
. to excead 20 yegre, ‘ :

- Projects raquiring 26-%0% of grent ¥ : -, tre
support - amortifation wt to seceed
i$ years,

*

- Proiects requiriag $1-752 zcant " g

suppart - smofticalian aot to et ¢ ba o b
N {0 years.
el t Creg i E AR Tt e v trand )

Projees T & Veraquieang TRyl P !‘;.4

wappatl wauid st M coatihle foee Lt /’“" mrt

Insiat A e throuph rald.

FmHA agids Lo develop appt rvat san guidane anterinl amd fLechnical sssiscAance
capahsbity o enabie HHS proyects (o piza, Jdevelop and subay applications for
Comanity Facilities foans An pravifed umior this agreemant.

FmNA agrees to infors NNS (Conmunity snd MNigrant Hoalth Centers prograss)
wonthly nf any HHS project “hich it in serears ¥igh the paywents on its
facitety's loaso.

1S

HNS agrecs to prevade protecss vith apnual operating grants as needed during the
Fife of the Commnity Facilities faan, in amoants sufficient to wmortine annual
foan costs, tO the maximum cxtent fonds are availahla, HHS agress to work with
KrAntees pot mesling Accwptahie priiormance crileria Lo Frturn them to a sound
opesation, if possible. : i

— = .5 Temoen ® ey
LTI PRmY AUN TS
CERICH 4 ~
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e 4IRS agrees Lo geguare thad o] projests requesting FaRA loans sudmic
te FmliA 3 S~year projection of {iuancial statlus, including grant
dependence, U inR the regulat Pmdd proatacol for such projections,

e TIHN dprees Lo proviae e P a g apy of the Project swmsaary data
Alifet -l\-m‘r\buug Sove 1Ol atte g fesr g o

« need for facilite 1t lacilitly cust eslimare
vooonasting fazslatae. o annual operating budget

9 proposed facilaties v maps and gketches

v penple to by served 0 conclusion and rocosssendation

o pruviders nneded

the HHS agrees fo encontage 108 crantecs to coardinate vith franspoctat ton
SCEWOTKE 1u EheAt oIt .

The HIBS wgrees Lo wota wilo g iy that nave éefivus Jifticultics
aftracting adoquale medic ] myapow o, uraving 00 the rasources of the
National Health Service Corpe w. will as providing assistance in
recruiting from the private scoto:. .
Tne HNS agrees to provide Felta a moathly xonitorang {ist of projects with
FRlA loans wittch have potentiul prudiems that may affect their payback
capabiliey.

The HHS agseds to give the Ful\ advance notice when a CHC or KK project
with an PeBA loan is being considered for phaseout. If & final decision
to phasecut is made, the FoNA wili receive written notification from KNS,
and HHS agrees to provide funds (1f nerded) to the project to make
paywments on its FmHA loan for a reasonable length of time., £n the event
that, during that time, the project is unadle to continue as 4 private
provider of health services, the HHS agrees to assist the FeRA in finding
a third pacty €0 assume responsibility for the facility and the loan.

Both

Tue FRIUA and Ehe BUS sgree (o tolivw Jonl update, 88 aended, on applicstion
review process whith permsis the Puiih State Dircctors ans the NNS Regional
flealth Administrators joint review (the latter in consultation wich Stace
hesith deparcments}), with concurrent review by the national offices of the
respeclive sgencies. Dt addstion, both agencies will coordinate the
Jppiication process with the Stute offices designated by the Covernors to
coordinate Federal rucal development of fores.

The HHS and the FalA agria G0 develop, poblicize, dintrihute, and oxpleain
to their wattunsl and Fivad 2tulf, wnd resprctive progeam constituancies
the required procedure. ' ¢ suhwsttang facility applications under the
ot HHS~FullA poaprt
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The HES o the Falid nat 148k of f ol rejirescalatives agrer 1o meet on a
Quatier i, hisis (0 teviow Preagrbn PoAgress, resoive operational or
pracedural probicms, and plan necessary mdifications o redirection of

the prugeawn.

Moditicatiun/Carceliatson Proviston/Terminat son

Request for modification: and soondments so the Moworsndum of
tnderstanding may be initiated by either party. Such moditications or
amendments vill only be clifective upon wutual agreesent by both parties.
Under no conditien wili either party be allowed ynilaceral power to
wsodify, veto or amewn? any component thereof. Termination of this
sgmorandum may be initiated Dy either party and will decome cffective upun

veittes ratification by both partics.

Eftectave Dace

his Nesarandus of Understanding shall become effective immedidtely on the
date 1¢ i signed by the Secretaries of USDA and HHS.

Signatures .

CHAPLE.S W, SHUMAN
Adminisf rator

et

R

KARCARET M. NECKLER
Secretary of Health and Human
Sergicas
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Statannt o
Aliceanmn Wohlbruck
&c_ccfstiw Director

On Behil?-of.

The tational Association of Devalogment Organizatiens

STATEMENT BY ALICIANN WOHLBRUCK, EXECUTIVE DIRECTOR, ON SEHALF OF THE NATIONAL
ASSOCTATION OF DEVELOPMENT ORGANIZATIONS, BEFORE THE SUBCOMMITTEE ON CONSERVATION,
CREDIT AND RURAL DEVELOPMENT OF THE COMMITTEE ON AGRICULTURS, U.S. HOUSE OF
REPRESENTATIVES, MAY 16, 1984 .

INTROOUCT 10N

M. Chairman, members of the Subcammittee on Conservation, Credit and Rural
Develomment, I am sulmitting this testimony on behalf of the National Association of
Development Organizations (NADO) whose primary focuS 1S on creating private sector
jobs in rural areas and gmall towns. The members of our association are eager to work
with the Congress toO shape an agriculture and rural developmant policy that will
benafit farmers, urban consuners and rural residents.

NATIONAL ASSOCIATION OF DEVELOPMENT ORGANTZATIONS

NADO was founded 1n 1967 by a group of econcmic development districts to
oncourage the creation and retention of jobs in rural areas and amall comunities.
Teday cur members ars multi-county planning and develogment organizations and other
state and local agencies which help local govermments and the Private ssctor to work
rogether.,

BCONOMIC DEVELOPMENT DISTRICTS

For thousands of camunities develogment district staffs provide the only
professional assistance to goverments, businessaes and citizens in the field of
sconamic davelomment. By working cooperativaly through developmwnt districts, local
govermments amd the Private sector can maintsin and create jobS with & minimum of
control from tAashington and maximum iocal participstion. Develogment districts have

an essential part of the “institutional infrastructucre” in much of rural
America, The infrastracture Crisis is usually thought of (n temms of our nation's
physical public facilities. There is litrle doubt that much of our nation's existing
ghysical infrascructure neads raconstruction, rehabilitation or repair. It (6 indead
unforrunate chat the "syscan” did not provide for becter maintenance and ensure that
replacement funds would De put aside over the years. What we are now experiencing :n
the guise of a physical infrastructurz "crisis" is really only the result of
imstitutional failure.

Without an adequate institutional infrastructure — appropriate fiscal
planning, budgerting, and expenditure policies includad — wo are doamed toO repeat such
physical crises on a cyclical basis. We need to deal with the coordinated development
of public and private capital facilities on a life-cycle COst basgis. The neuxd for
iNvestment strategles s MRroiCularly important in rural areas ~Nere both public uxd
Private rasources ame scasee,

e
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SURAL DEVELOPMENT REORGANIZATION ACT OF 1984

Our goal in appearing before you today is to reenforce your concern for the
neads of the one-third of the U.S. population who live in ruzal areas. Of these 82
million citizens, only 2.2 million, or 2.7 percent, are directly ewployed on farms,
but many of the rest deperdd (pon agriculture, forestry, or fisheries for part of their
income. On the other side of the coin, many farmers depend upon off-farm incame for
an adequate total incame. We believe it is important for this Cammittee to be
supportive of the meds of all these rural people for jobs, housing, camnunity
facilities, and gqovernmment services. While there is & Department of Housing and Urban
Develomment there is no Department of Rural Deve'logment. Those of us who sefve rural
citizens often have a hard time being heard in t.e Halls of Comngress and at the White
House when we Point out development neads in rural areas. Rural is often believed to
be the sane agricultural and to sape just putting rural and development together 1s
impropar.

NADO mambers were pleased t0 see Rep. watkins introduce H.R. 5024, Rural
Develogment Reorganization Act of 1984, which recognizes that non-famm development
programs are essontial to the econamic well-being of our nation's rural communities.

The mambership and Board of Directors have not discussed this bill, 30 we
cannot endorse the legislation at this «ime., While we think that increased visibility
of the rural dc relopment functions within USDA {s important, our past experience with
reorganization efforts causes us to wonder 1f 1t is useful for Congress %o spend time
on administrative changes within the department when the funding for the major non-
famm development programs 1S being cut, transferred and administratively complicated
and delay=d.

With regard to the sections of the bill dealing with Resource {onsarvat:ion and
Develogment Counc:ls, we have particular reservations based on our experience.
Faderally mandated organizations tend ¢o create more Problems at the local level than
they solve. In the Past, our membership has expressed concerns aDOut INCTeAsing the
number of federally mandated SPecial purpose Organizations such as R.O, and D,
agencies which are not under the direct control of electad general purpose locil
govermment officials.

RURAL HCONOMIC DEVELOPMENT PROBLEMS, NEEDS, ISSUES

Wwe unxderstand how LTPortant agriculture 1§ to the aconamy of our vountry and
to the conmunities that W@ serve., It 1S clear that witpout agricultural exports out
balance of trade would De aven worse, But the preaminence of agriculture in Tany
rural econamies $hould not Blind us to the non-farm neads 10 rural camunities and to
the econdmic variety amx] emetropolitan areas.

while the 1980 rcensus shows that population in sll rural ©eg:0ns rose by 15.4
percent berween 1370 and 1980, some rural areas continue to Jdecline. In growiny
areas, tho increass has placad new burdens and Pressures on 10cal goverments. The
demand for SOrvices 15 up and the need for new 10bs 15 evident to those of us wwo
serve rural areas. In declining areas, we continve to face the prodiams Jammon *9
nost rural areas in the Past — Jdecreased tax bases, aging populations, and lack ot
non-farm empioyment opportunities for youn; peeple.

The 1979 Structares Study by tne U.S. Deparement of AQricuiture showsd that
many small farmers are aple to keep their famms because sameone :n "he £anily 0as an
outside jJob, The scailibility of jobs, according 0 the stidy, s the most S8rious
econanic problem for amali fammers.
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' As the Subcomittee considers Rep. Watkins' bill, we ask that you keep the
following facts in mind about rural areas:

Over-Specialization by Booncmic Sector - Rural areas are often more dependent
upon one or WO aconomic activities for the majority of empleyment. Daminant
activitias vary fram one arsa to another. Mining, agriculture, forestty,
fishing and tourism are the usual msjor amployers.

Isolation - Rural areas are often more Physically amd culvurally isolated from
major markets. Rural manufacturing firms are often not a8 sware of changes in
buying habits as fimms closer to Major CONGUMNEr areas.

Transportation - Many rural areas lack the air, rail and highway facilities
to attract and hold business. Adequate transportation facilities are not oaly
absent in many rural aress, but others such as secondary highways and bridges
are poorly maintainad due to 4 lack of funds. NADO racently astablished a
committee to examine transportation neads in rural areas, particularly as they
relate to xonamic development., OQur preliminary findings confirm cural
regidents' concerns about the lack of adequate transporetaticn, particutagly
highways. HWe find that nommetropelitan counties that do not have Interstate
highways have significantly lower per capita incomes than those thac do.

NADO's Transportation Comittee found that of 179 million people servad by the
Interstate Highway System, 164 million, or 91.2 percent, live in urban areas
while only 16 million, or 8.8 percent, live in rural ar@as, although rural
resi1dents Day more than 20 percent of all the highway use taxes collectaed by
ehe federal govornment, In the State of Georgia an examination of motor fuel
tax collection records revealsd that per capita motor fuel tax collectiond are
significantly higher in rural counties than in more populous oounties. In
that state, per capita collections of motor fuel taxes in counties with less
than 50,000 population are 25 percent higher than in more Sopulous counties.
This £finding iS not surprising since nearly all rural residents are torally
dependent on Private vehicies for transportation and since sources of goods
and services are widely dispersed, According to the Census, urban areas have
much higher per capits incomes, higher per capits retail sales, and higher per
capita assessed property valuation than Jo rural asreas. Yet rural residents
srea being required to pay highway-use taxes for expensive urban roads while
the roads they don't use. Irdeed, these highways are making urban areas much
more attractive for econamic developnant at the dirsct expunse of rural
America. With the support of NADO amd other rural groups the House Public
Works Committee adopted an amendmont to the 1984 highway bill which mandates a
study of rural residents' payments and faderal aid highway expenditufes if,
rural counties,

Unemployed Are Exported - Unamployment figures for fural areas not only are
statistically uncellable, but also are often misleading because the unemploye!
isave the labor force, if not the area, after a period of unsuccessful jobd
searching. Youth duamigration is still a problem.

208
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Snall Community Tax Bases Makes Dabt Financ Difficult - Rural comunities
often Iack the abliity to flnwnce public Eacxiﬂtus to attract businessas on

their own. The small population and tax base of many rural communities
effectively prohibits any expansion of existing publicly-owned utilitiaes
without outside heip. At the save time, in many swsll towns the lccal banks
have teen selling, not btuying, tax-exmrpt bonds, because changes in the tax
laws make these bords less attractive to mmall institutions. Yet, the
congress has approved, with the support of the Adninistration, further
restrictions on the issuance of Industrial Develofment Sonds which have been
the only way for many rural goverrnments to compete for development with big
cities (which have a much larger tax bases and more resources tO attract new
davelopment.)

Rural Areas Lack Capital Markets - A 1981 study done for the U.5. Department
of Cometce meported that the urmet capital demand is highest in rural areas;
small firms have the most difficulty obtaining capital; amd independent fipms
are at a disadvantage in capital markets. for both the farmer and the small
buginess person in rural Anerica, the availability amd cost of borrowing money
is & major problem. The transformation of Anerican lending institutions is
having a profound effect on rural areas. Until recently rural businesses
could count on doing business with their local dank which was safely isolated
fram the vicissitudes of international money markets. For rural banks, the
cost of funds was often below the Prime rate. This is no longer the case and
rural husinesses and farmers pay interest rates the sane as or higher than
urban entrepeneurs.

Historic Demand Shows Qréacer Meed in Rural Areas for Basic Facilicles Aid -
Rural areas have historically sought different types Of fedoral assistance
than urban areas. In 1978, nometropolitan areas recwived $45 more per capita
in comunity facilities assistance, 540 more per capita in business and
industrial development and §21 more per capita in natural rescurces outlays
than urban sreas. Urban areas received $22¢ more ger capita in defense
contracts, §66 more per capita in housing, and §33 more per Capita in
transportation spending.

Poverty Indicators Higher for Rural Areas - The incidence of poverty is
significantly highet in rural areas -- at least 35 per cent of the nation's
poor are in rural areas. Rural people experi{ence poorer haalth than urban
dwellers and there is a shortage of medical services in rural areas. The
incidence of substandard housing is three times higher in rural thah in urban
areas., per capita income in rural areas continues to lag substantially
banind the natioml average.

Farmers face Fmancml Problans - The cost of money has risen faster than any
other item in the productlon of crops , and many farmers are facing a seérious
problam because they have excessive debt ioads. 1In the 1970's same farmers
w#ere able o survive economicelly by inCreasing thair debr load by borrowing
against their increasing land values, When land values began to decline in
1980 a large qroup of farmers (perhaps as many as ten Percent) were burdenad
with excessive debt loads and are vulnerable to bankruptcy. In many tural
Areas these bankriptcies will have a very detrimpental »ffect on local
econcmies. The vslve of famm land already has eroded local tax bases which
depend heavily on real propecty taxes.
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THE FEDFRAL RESPONSIBILITY

The federal responsibility for prameting the oconomic weifare of the nation (s
little disputed, Differences arise as to the axtent of responsibility amd the methads
€0 e amployid 1n meeting thesc obligations,

we believe that the federal government has o responsibility to encourage, in
tact to foster, aconamic develoment in rural and urban sreas. Not all comunities
are equally endowed with aconomic resources and the effects of broad MaCTO-aCoNAMiIc
policies do ot fall evenly across the land. In fact, we see an abundance of cases in
whach federal polictes benefit the arondmies of a few relatively affluent camunities
4t 4 cost to others which have higher unemployment and lower household incomes. (For
eianple, the procuranett of major wWeapons ystems 18 limited to a few £irms 1n wealthy
urban areas.!

“truly rursl” if you will) areds to bevane ocorkmically self-sufficient have taken a
disproportionate share of bwiget cuts Juring the last three years. For the fourth
consecutive year, the Administration has proposad a package of funding cuts whicn
would xiversely affect rural economic developmnent. The 1985 Budget proposes the
followsng:

rinate the Fconamic Develogment Administraticn

* Abolish the Appalachian Regiconal Commission

* Substantially reduce funding for Fammers Home Adninistration water, w~iste
disposal amd community facility loans

¢ Abolish the Business and Industry Loan progran

¢ Raduce Rural Rental Housing Loans

¢ Adbolish the Resource Qonservation and Develomnent program

¢ ADOLISh the Rural Development Loan Fund

* Radticglly alter Rural Flectrification Adninistration proarams te

INCrease costs borne by rural consumers and businesses

Lf mnese budget proposals are accepted by Congress, rural communities ould o
wonger raly on the federal government for noeded exconamic develomment assistance.
And, few state governments are fiscally able to 111 the gap. The result would be o
Tipeie cffeet simew the faderal prograns terd to be closely linked with private sevr ot
IAVeSTMeit, 0 shert, program terminations and teductions in funding would
effectively JeCrease the rate of Jrowth in same rural areas and accelerate ecenanic
eviine and oetinoe pomulation loss n others.

faderal programs 0 stimulate rural develofMent have been cut signsficanzly
farong o0 mast five yedrs. Prior to the 1983 Jobs Lill, PrHA ruril develogment
grojrats nad veen Ut Dy nearly "8 percent. Faderal funds for urban deveioment g
Sadorewn ol lor redeetions, and are schaduled for mo oaxtucrion 0 the 19895 budget.
me anall Axatple May 'wip you understand the urban bias an the admin;stration of
Jevelcgrent praxpsoms under this administration. Last year, the Congress spproved an
mendment o e D383 Housing Diil o ehuch permaitted $2.% miliion of the snall vities
Croan Devoelaient Action Grant (UDAG) fumds o be usad 0 provide technical assistance
LAY XTI NIT1es WJNICN Nave found tt ovirtually impossible fno participate 10 the
small ceries TDAGC peogrem. The Deparmment of Housing amd Urban Develomment has
tofused oy spend fnat neney,  Truly tural osmall cities have very few oxperts availaple
0 Them.  Toe Seneral Acctounting Oftice (GAO) has documentad the fact that UDAG-
Ll RRALL ties With populaticns ander 2500 rarely apply and even wore rarely
4 e oy, Altheugh eligible comunities under 2500 population account for "9.9
TTent it cae f0tal, they acccunt for anly 0.8 percent of the UDAG awarids and mnly
2.2 persert ot A pRiicetwong, When they 30 apply thelr sucoess rate s only 1704
pescent, mmpatwl 1D 7O pelJ&nt Loz commuasties over 10,000 population.
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when the Adninistration asks for raductions in rural programs such as EDA, ARC
and FMHA, they oftan say that small communities can obtain assistance fram HUD. But
as the UDAG example shows, when "rural® programs are adninistered by WD,
normmetsopolitan amall towns are at a great disadvantage.

1t scems to NADD mambers that cach time Congress mandates a rural program, the
Aduinistration frustrates their intentions. Anothar exanple was raisad 1n a recent
letter from NADD membor William J. Baum, PXacutive Director of the East Central lowa
Teonanic Develomment District in lowa, We would like to quote his Februacy 17, 1984
lot_ter in full:

Although we are mambers of NADO, traditionally I have not shared your rural

oriented view of the Washington scene. More recently, however, 1 am beginning

to undorstand your thame that rural programs are not being funded while ’
similar urban prograns are.

Congress missed the Housing and Urban-Rural Recovery Act of 1983 in Novamber,
For urban areas, & rental rehabilitation progran operatad by HUD has been
authorizad and appropriations are being made. For rural areas, however, Title
V., Section 533 of the act establishes & tural housing preservation grant
program with a $100 million auehorization. But the PrHA has not been requested
an appropriation, will not do so in FY8S, and Congress therefore is not

fund 1 the program.

Unlike CDBG and DAG, rural areas are not allowed to campete for the HUD
rental rehab, program. 1 would ask that yuu investigate this disparity and
work with Congress for either an appropriation for the rural araas, or a
change 0 the law allowing small cities to compete for the RUD rental rehab.
program.

RURAL JOMMNITIES AND THE AMERICAN FARM: A PARTMERSHIP FOR PROGRESS

Although our mambers have not yet had an opportunity to study the Secraetary of
Agriculture's 1984 rural development strategy report and provide their cammenis to me,
i+ Joes appear that there 1§ ample cause for both complimentary and critical JOmments.
o e goad side, the thame of the report is appropriate, and most of the probiem
Statoments are reasonably xcurate, By contrast, one can more easily argue with the
reports of prograss and one certainly can criticize the proposed initiatives as 00
Limitead o meet rural npeeds.

Clearly, the document Joe@s not represent 3 real rural development strategy.
This should rot e surpcising. The President apparently believes that damestic
Jdovelomment strateg as are not an appropriate federal concern and tne Secretary of
Agr:icslture seams to consiler Nen-farm rural developmenmt Programs as SIMPly 3 sOUIte
for reproyraming wdicional funds for farm programs.

As long as the federal executive branch seeks to avold spending money in
Support Of existing national rural develognent cblectives articulated in duly enadted
foxieral 3tatites, <8 Tannot expect 1t to produce an activist ryral development
srr3tegy. This 4005 "ot Tean that we must be OONtent with what 1t produces.

Far oxampie, ot 25 turious t0 find an administration which supposudly believes
o orreroased state and 10CalL government involvament plans to rely almost completely on
fadderal wency wctions for its rural development initiatives. Rather than
substitut s federal agency dissamination of infommation for rural develogment
program ‘und:ing, the Administration could do more jood by implementing axisting
STOXITED WLNOTITIOS and wOIKING with existing rural institutions such as subsate
ALNTLICLS,
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CONCIUSION

Although NADC certainly does not believe that govermment can or should solve
ail of rural Anerica's problems, including many of those afflicting faovers, the
fedaral governnent owes (ts rural citizens equitable treatment within the overail
context of the 1grger, national econamic welfare,

We have sorked with the Office of Rural Developmant Policy within the
Dapartment of Agriculture to expicye revedies for axisting inequities. Unforeunately,
that office is severely constrained in its role as an advocate for constructive
fodoral attention to rural neels because of the Adninistration's general policies
toward rural development programs.

We have also triad 0 work with the Small pusiness Adninistration, with mixed
results. While SBA'S Certified Development Qanpany (Section 503) program has bewn
Quite uwseful in many tural areas, we have found it difficult to get needed mmall
business mansgament assistance in rural areas, although SHA funds such assistance in
urban areas.

Sumilar comments Pertain to many other federal sgencies and programs as
indicated earlier in our testimony.

We reslize that this subcommittee 18 nOt responsible for all of the faderal
prograns that affect rural citizens, and know thet it is not in your power to redress
oll of the inequities that we have outlined today. NADO is grateful for the mambers
of this subcommiteee’'s continuing support of rural sconamic development programs.

We believe that it is important for the Agricuiture Camnittee to he the
defender of rural citizens 50 that there is sove samblance of equity in the
distribution of federal funds for all purposes. NO other comnittee in congress has
such a camprehensive view of the factors which affect rural Avericans. Those of us
who are working at the local level to improve the lives and livel jhood of those who
reside in rural areas need your help and support.

The mambers and staff of NADC would be happy to work with the Subcamnittee s
1t constders H.R. 5024 and other rural development legislation to see that samne of the
problems that I have outlined ate addressed. We appreciate the opportunmity to testify
ard will be happy o0 answor any Questions,

§ .
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TESTIMONY OF
BARTON D. RUSSELL
EXECUTIVE DIRECTOR .
NATIONAL ASSOCIATION OF TOWNS AND TOWNSHIPS .
MR, CHAIRMAN, MEMBERS OF THE SUBCOMMITTEE, MY NAME IS

BART RussELL. [ AM TESTIFYING TODAY IN MY CAPACITY AS
EXECUTIVE DIRECTOR OF THE NATIONAL ASSOCIATION OF TOWNS AND
TownsHiPs (NATAT), wHics REPRESENTS over 13,000 smaiL, ,
PREDOMINANTLY RURAL GOVERNMENTS NATIONWIDE. THE PURPOSE OF EE
OUR ORGANIZATION IS TO STRENGTHEN THE EFFECTIVENESS OF
SMALL, RURAL GOVERNMENTS AND PROMOTE THEIR INTEREJTS IN THE
PUBLIC AND PRIVATE SECTORS,
On BEHALF OF THE BoarD oF DiRrecvors of NATAT. I woup
LIKE TO THANK YOU FOR PROVIDING OUR ASSOCIATION WITH THIS
OPPORTUNITY TO comMenT on H.R. 5024, THE RURAL DEVELOPMENT
REQRGANIZATION ACT OF 1984 AND T™E U.S, DEPARTMENT OF
AGRICULTURE’'S 1984 RURAL DEVELOPMENT STRATEGY REPORT, As
THE NATAT BoARD oF DIRECTORS WILL BE UNABLE TO GIVE FORMAL
consIDERATION To H.R. SOZH& AND THE RURAL DEVELOPMENT STRATEGY
UNTIL EARLY JUNE, 198U, MY COMMENTS ARE PRELIMINARY IN
NATURE WITH RESPECT TO BOTH INITIATIVES, AS AN ASSOCIATION
REPRESENTING THE NEEDS AND CONCERNS OF LOCAL OFFICIALS FROM
SMALLER COMMUNITIES, WE ARE MERE TO PROVIDE INITIAL COMMENTS
IN WHAT WE HOPE WILL BE AN ONGCING DIALOGUE ON RURAL DEVELOPMENT
ISSUES ~- A DIALOGUE THAT WILL RESULT IN ACTION BEING TAKEN
70 ADDRESS RURAL DEVELOPMENT PROBLEMS.

#.R, 5024, THE RURAL DFVFIOPMENT REORGANIZATION ACT OF 1984 .
MR, CHAIRMAN, WE APPLAUD THE EFFORTS OF REPRESENTATIVE ‘
WES WATKINS TO TURN THE TIDE AGAINST CURRENT EFFORTS TO

213
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DISENFRANCHISE RURAL COMMUNITIES OF THEIR RIGHT TO RECEIVE
TREATMENT EQUAL TO FARM OR URBAN INTERESTS, NE BELIEVE
WHOLENEARTEDLY IN THE PHILOSOPHY AND CONCEPT INMERENT IN
HeR. 5024 -- TMAT THE FEDERAL GOVERNMENT MUST ADDRESS THE
DEVELOPMENT NEEDS OF RURAL COMMUNITIES IN A MANNER CONSISTENT
WITH ITS ATTENTION TO FARM AND URBAN NEEDS,

TO SAY THAT THIS IS CURRENTLY NOT THE CASE I3 AN
UNDERSTATEMENT, DESPITE THE FACTS THAT AN UNPRECEDENTED
NUMBER OF PEOPLE MAVE BEEN MOVING INTO RURAL AREAS, THAT
RURAL COMMUNITIES MANAGE SOME OF THE NATION'S MOST VALUABLE
NATURAL RESOURCES, AND TMAT SERIOUS INFRASTRUCTURE PROBLEMS
PLAGUE TME RURAL COUNTRYSIDE, THE ADMINISTRATION SHOWS
LITTLE INTEREST IN MAINTAINING A FINANCIAL COMMITMENT TO
RURAL DEVELOPMENT Ne€Ds, REPEATEDLY, THE U.S. OfFICE oF
MANAGEMENT AND BUDGET MAS MOVED TO CUT BACK OR ELIMINATE THE
MINIMAL LEVEL OF FUNDING FOR RURAL COMMUNITY PROGRAMS IN THE
FARMERS HOME ADMINISTRATION, THIS TREND MUST STOP IF RURAL
GOVERNMENTS ARE TO SURVIVE THE CURRENT ECONOMIC PROBLEMS
BROUGHT NN BY THE DECLINE OF THE FARM COMMUNITY., REPRESENTATIVE
Wes Warxins’ BiLL, H.R, 5026, HELPS SRING MUCH-NEEDED ATTENTION
TO THE DEFICIENCIES IN CURRENT ADMINISTRATION POLICY, THE
NATIONAL ASSOCIATION OF TOWNS AND TOWNSHMIPS IS CONCERNED,
HOWEVER, THAT REPRESENTATIVE WATKINS' EFFORT MAY NOT BE
ENOUGH, A RECENT ISSUE OF IME WASHINGTON POST PUT THE
STTUATION THIS wAY: “REPRESENTATIVE WES WATKINS, A Blg
PROMOTER OF RURAL AMERICA..,HAS INTRODUCED A BILL PROPOSING
70 REORGANIZE THE U,S, DEPARTMENT OF AGRICULTURE AND HENCEFORTH
CALL IT THE DEPARTMENT OF AGRICULTURE AND RURAL DEVELOPMENT,

;ﬁ
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BUT ME MAY BE TOO LATE, THE REAGAN ADMINISTRATION, BY
EXECUTIVE FIAT AND BUDGET MOVES, HAS WORKED MIGHTILY TO
DISMANTLE THE DEPARTMENT’'S RURAL AND COMMUNITY DEVELOPMENT
PROGRAMS, "

MR, CHAIRMAN, WE SHARE REPRESENTATIVE WATKINS' CONCERNS
AND SUPPORT HIS EFFORTS TO FORCE CONGRESS AND THE ADMINISTRATION
TO PAY ATTENTION TO THE NEEDS OF RURAL AMERICANS., [T MusT : d
BE RECOGNIZED, HOWEVER, THAT THE AUTHORITY TO PERFORM THE
INITIATIVES PRESCRIBED IN H.R, 5024 ALREADY EXISTS IN LARGE
MEASURE IN THE RurAL DeveLoemenT PoLicy Acr ofF 1980 -- ver
THAT AUTHORITY NAS GENERALLY NOT BEEN EXERCISED., AS A
RESULT, WHILE WE SUPPORT THE CONCEPT BENIND REPRESENTATIVE
WATKINS' BILL, WE BELIEVE THAT WE MUST ALSO CONCENTRATE OUR
RESOURCES ON INITIATIVES THAT YIELD SPECIFIC RESULTS -~ THAT
IS -~ FINANCIAL AND APPROPRIATE TECHNICAL ASSISTANCE FOR
RURAL GOVERNMENTS,

TOWARDS THESE GOALS, WE WOULD LIKE TO TAKE THIS OPPORTUNITY
TO STRESS OUR AssociaTioN’s BELIEf THAT TNE U.S. ConeRess
SHOULD MOVE TO REINSTATE FUNDING TO AT LEAST 1980 LEveLs For
ALL OF THE FARMERS HoME RuRAL DEVELOPMENT PROGRAMS.

IN ADDITION, MR. CHAIRMAN, WE WOULD LIKE TO TAKE THIS
CPPORTUNITY TO REQUEST THE FULL SUPPORT OF THE SUBCOMMITTEE'S
MEMBERSHIP FOR REPRESENTATIVE Roy ROWLAND'S IMPORTANT
AMENDMENT To H.R. 5504, ADOPTED BY THE Houst PusLIiC WORKS
COMMITTEE, WHEN THAT BILL COMES BEFORE THE FuLL HoOUsE.
REPRESENTATIVE ROWLAND'S AMENDMENT woulD ReouiRe THE U.S.

oo
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DEPARTMENT oF TRANSPCRTATION TO DETERMINE THE AMOUNT OF
MOTOR FUEL TAXES PAID SY RESIDENTS OF RURAL COUNTIES VERSUS
THE AMOUNT OF FEDERAL AID HIGHWAY FUNDS SPENT IN RURAL
COUNTIES. WE BELIEVE THAT THIS AMENDMENT IS AN IMPORTANT
FIRST STEP TOWARDS REMEDYING CURRENT INEQUITABLE TREATMENT
OF RURAL AREAS IN THE DISTRIBUTION OF THE FEDERAL MOTOR
FUELS TAX.

USDA'S 1984 RURAL DEVELOPMENT STRATEGY REPORT

MR, CHAIRMAN, [ WOULD LIKE TO BEGIN MY COMMENTS ON THE
U.S. DePARTMENT oF AGRICULTURE'S 1984 RURAL DEVELOPMENT
STRATEGY BY ASKING THE QUESTION: "NHERE'S THE 3TRATEGY?”
AccorDING TO TNE RurAL DEvELOPMENT Poiicy Act oF 1080, THe
STRATEGY IS SUPPOSED TO DEVELOP A SPECIFIC PLAN OF ACTION TO
ALLEVIATE THE PROBLEMS OF DISADVANTAGED RURAL RESIDENTS;
DEVELOP A FULL RANGE OF BUSINESS AND EMPLOYMENT OPPORTUNITIES;
IMPROVE STATE AND LOCAL GOVERNMENT MANAGEMENT; STRENGTHEN
THE FAMILY FARM; AND PROTECT THE ENVIRONMENT AND NATURAL
RESOURCES, By coNTRAsT, THE USDA’s 1984 STRATEGY PRIMARILY
LISTS CURRENT FEDERAL PROGRAMS THAT, ACCORDING TO THE
ADMINISTRATION, BENEFIT RURAL COMMUNITIES, GIVEN THE DEPTH
OF THE PRESSURES AND PROBLEMS CONFRONTING VIRTUALLY THOUSANDS
OF AMERICAN SMALL TOWNS ACROSS THE COUNTRY, NATAT BELIEVES A
MUCH MORE COMPREHENSIVE APPROACH TO POLICYMAKING IS NEEDED
TO MAKE A NATIONAL RURAL DEVELOPMENT STRATEGY EFFECTIVE,
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To DO THIS, WE MUST TRULY UNDERSTAND THE CONDITIONS
WHICH EXIST IN THESE SMALL TOWNS, AT PRESENT, MANY RURAL
GOVERNMENTS FACE BOTHM AN INSTITUTIONAL AND FINANCIAL CRISIS,
WiTH FINANCIAL DEREGULATION AND GROWING PROBLEMS IN THE FARM
AND OTHER ECONOMIC SECTORS HITTING RURAL GOVERNMENTS SIMULTANEOUSLY,
UNEMPLOYMENT OR UNDEREMPLOYMENT AND A LACK OF AVAILABLE
CREDIT ARE GROWING CONCERNS. RURAL COMMUNITIES ARE ALSO
BESET WITH LARGE INFRASTRUCTURE FINANCING PROBLEMS SUCH AS
FINDING FUNDS FOR BRIDGE AND ROAD REPAIR AND MAINTENANCE OR
CONSTRUCTION OF ADEQUATE WASTEWATER TREATMENT PLANTS TO MEET
THE CLEAN WATER STANDARDS REQUIRED IN THE EPA NATIONAL
MUNICIPAL POLICY, IF CURRENT TRENDS CONTINUE, SOME PREDICT
THAT MANY RURAL COMMUNITIES WILL SIMPLY "GO UNDER.” THIs
WOULD DESTROY A WAY OF LIFE THAT HAS BEEN IMPORTANT, NOT
ONLY TO THOSE wHO CHOOSE A RURAL LIFESTYLE, BUT TO THE
COUNTRY AS A WHOLE WHICH DEPENDS ON ECONOMIC DIVERSITY AND
STRENGTH AT THE SMALL TOWN LEVEL TO STIMULATE NATIONAL
GROWTK AND PRODUCTIVITY,

MR, CHAIRMAN, A PROPERLY CONSTRUCTED NATIONAL RURAL
DEVELOPMENT STRATEGY COULD GO A LONG WAY TO HELP PREVENT
THIS TRAGIC OUTCOME, NATAT BELIEVES THAT THE FUNDAMENTAL
PREMISE OF SUCH A STRATEGY SHOULD BE THAT LOCAL GOVERNMENTS
ARE THE LINCHPIN IN SUCCESSFUL RURAL DEVELOPMENT., THERE ARE
NEARLY 30,000 UNITS OF RURAL LOCAL GOVERNMENT IN THE U.S,
TODAY., THEY HAVE THE STATUTORY MANDATE TO PROMOTE THE
SAFETY, REALTH AND WELFARE OF THEIR CITIZENS, THEY ALSO
HAVE SPECIFIC AUTHORITY FROM THE STATES TO RAISE CERTAIN

; REVENUES AND UNDERTAKE RURAL DEVELOPMENT PROJECTS.
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CHaRLES BANNERMAN, PRESIDENT OF THE MissIssiPPI-BASED
DeLTA FOUNDATION, RECOGNIZED THAT LOCAL GOVERNMENTS ARE
CENTRAL TG RURAL ECONOMIC DEVELOPMENT IN A STUDY HE CONDUCTED
FOR THE U.S, EconoMmic DEVELOPMENT ADMINISTRATION., THE
STUDY, WHICH ADDRESSED WHAT IS NEEDED IN THE 1880's To
PROMOTE SUCCESSFUL RURAL DEVELOPMENT, CONCLUDED THAT STRONG
PUBLIC INSTITUTIONS -- LOCAL GOVERNMENTS, REGIONAL COUNCILS,
DEVELOPMENT DISTRICTS, ETC., -- ARE MANDATORY. WITHOUT
STRONG PUBLIC INSTITUTIONS, THE STUDY STATED, RURAL DEVELOPMENT
“INVESTMENTS" wWILL YIELD POOR RESULTS.,

IN ORDER TO CAPITALIZE ON THE ENORMOUS RURAL DEVELOPMENT
POTENTIAL WHICH LOCAL GOVERNMENTS REPRESENT, NATAT sTroneLY
RECOMMENDED TO USDA THAT 1TS STRATEGY CALL FOR $5 To $10
MILLION IN FUNDING UNDER ITs SecTioN II] PROGRAM -~ A TECMNICAL
ASSISTANCE PROGRAM DESIGNED TO IMPROVE THE RURAL DEVELOPMENT
CAPACITY OF THESE PUBLIC INSTITUTIONS IN THE COUNTRYSIDE,

NATAT MADE THIS RECOMMENDATION JOINTLY WITH THE NATIONAL
AssociaTioN oF DEVELOPMENT ORGANIZATIONS, THE NATIONAL
AssociaTion OF COUNTIES, AND THE NATIONAL ASSOCIATION OF
RecronaL Councils.

IN ADDITION, THIS COALITION FURTHER RECOMMENDED THAT
THE STRATEGY CALL FOR THE USDA TO PERFORM AN ANNUAL “RURAL
IMPACT” ANALYSIS OF TwE U.S, BUDGET., WITH RESPECT TO THE
BUDGET, WE ALSO URGED THE DEPARTMENT TO MAKE A MODES| COMMITMENT
TO FUNDING ITS OWN RURAL COMMUNITY FACILITIES GRANT AND LOAN
PROGRAMS BY REINSTATING THESE PROGRAMS AT 1980 runDING
LEVELS,
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IR, CHAIRMAN, IF YOU BELIEVE IN THE BASIC PREMISE THAT
RURAL GOVERNMENTS REPRESENT AN IMPORTANT, IF NOT THE PRIMARY,
ELEMENT IN THE LOCAL RURAL DEVELOPMENT PROCESS, IT wouLD
FOLLOW THAT A NATIONAL STRATEGY FOR RURAL DEVELOPMENT WOULD
BE BASED ON THIS THEME., [T wOULD ALSO FOLLOW, IN MY OPINION,
THAT TECHNICAL ASSISTANCE FUNDING FOR RURAL GOVERNMENTS
WOULD BE GIVEN A PRIORITY IN SUCH A NATIONAL STRATEGY., THIS
WAS OUR RECOMMENDATION, BUT IT WASN'T REFLECTED, OR ALLUDED
To, IN THE ADMINISTRATION'S 1984 sTRATEGY.

If vyOU BELIEVE THAT THE FEDERAL GOVERNMENT HAS A FINANCIAL
SUPPORT ROLE IN THE RURAL DEVELOPMENT PROCESS, HOWEVER
MODEST IN THESE TIMES OF FINANCIAL CONSTRAINTS, IT wOULD
ALSO FOLLOW THAT A COMMITMENT WOULD BE MADE IN A NATIONAL
RURAL DEVELOPMENT STRATEGY FOR SUCH BASIC LEVELS OF FUNDING.
As YOuU KNOw, A LITTLE “SEED" MONEY CAN MAKE AN ENORMOUS
DIFFERENCE TO AN ECONOMICALLY DEPRESSED SMALL TOWN THKAT IS
INTERESTED IN INITIATING OR ANCHORING A LOCAL COMMUNITY
DEVELOPMENT PROJECT. THE BIG CITIES HAVE UDAG AND ENTITLEMENT
BLOCK GRANTS.,.RURAL COMMUNITIES HAVE BEEN LEFT ESSENTIALLY
W{TH CRUMBS FOR DEVELOPMENT FINANCING =-- THE 1984 RuRAL
STRATEGY DOES NOT ADDRESS THIS DISPARITY,

| woulD LIKE TO SHIFT AWAY FROM THE RURAL DEVELOPMENT
ADVICE wHICK wAs OFFERED BY NATAT, BuT NoT incLuped sy USDA
IN ITS STRATEGY, AND LOOK FURTHER AT WHAT IS INVOLVED IN THE
ADMINISTRATION'S 1984 RURAL DEVELOFMENT "BLUEPRINT,”

THE STRATEGY POINTS WITH PRIDE TO ADMINISTRATION
INVOLVEMENT IN THE MAIN STREET, NEGOTIATED INVESTMENT, AND

Q1
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1

ENTERPRISE ZONE INITIATIVES, ALL THREE PROGRAMS ARE EXCELLENT
IDEAS, BUT ONLY TNOSE GOVERNMENTS WITH ADVANCED FINANCIAL
- MANAGEMENT SKILLS AND ENTREPRENEURIAL CAPABILITY =~ NOT TO
MENTION A MAIN STREET ~- WILL BE ABLE TO PARTICIPATE IN
THEM,

ON ANOTHER IMPORTANT ISSUE, RURAL CREDIT, THE STRATEGY
CITES SEVERAL "COORDINATING-TYPE® EFFORTS THAT ARE UNDERWAY
TO RECOMMEND WAYS TO EXPAND CREDIT OPPORTUNITIES FOR OFF-
FARM RURAL DEVELOPMENT AND TO INCREASE THE LEVEL OF DEPOSITS
IN RURAL BANKS, BETTER COORDINATION AMONG FEDERAL AGENCIES
IS IMPORTANT, BUT THE TWO MAJOR ISSUES =-- INSUFFICIENT
LENDING CAPITAL AND CONSERVATIVE LENDING PRACTICES -- ARE
NOT ADDRESSED. THE NATIONAL ASSOCIATION OF TOWNS AND TOWNSHIPS
IS GRAVELY CONCERNED ABOUT THE IMPACT THAT FINANCIAL DEREGULATION
stILL HAYE ON RURAL CREDIT, POTENTIALLY CAUSING FTNANCIAL
INSTITUTIONS TO TARGET LENDING POLICIES AWAY FROM RURAL
AREAS BECAUSE OF THE POTENTIALLY GREATER YIELD, IT IS OUR
BELIEF THAT THIS [SSUE, ALONG WITH OTHER FINANCE ISSUES,
SHOULD HMAVE BEEN ONE OF THE FOCAL POINTS OF THE USDA sTRaTEGY,

MR, CHATRMAN, THE STRATEGY HIGHLIGHTS A WIDE AND DIVERSE
RANGE OF TECHNICAL ASSISTANCE THAT IS SAID TO BE AVAILABLE
THROUGH THE FEDERAL GOVERNMENT FOR RURAL AREAS. THE STRATEGY.,
HOWEVER, DOES NOT EVALUATE THE QUALITY OF SUCN TECHNICAL
ASSISTANCE PROGRAMS. RECALLING THE CONCLUSION OF CHARLES
BANNERMAN'S STUDY -~ THAT ALL OF THE FUNDING IN THE WORLD
FOR RURAL AREAS IS OF LITTLE CONSEQUENCE UNLESS STRONG
PUBLIC INSTITUTIONS ARE PRESENT TO MANAGE THE MONEY -- |
WOULD LIKE TO STRESS NATAT POLICY THAT CALLS FOR EVALUATION
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OF THE NATURE, TYPE, AND FOCUS OF TECNNICAL ASSISTANCE IN
ORDER TO ARRIVE AT MODELS THAT WORK, FOR EXAMPLE, THE
STRATEGY ILLUSTRATES HELP- AVAILABLE ThRoueH THE U.S, DeparTmenT
of TRANSPORTATION'S TECHNOLOGY TRANSFER CENTERS AND THE USDA
EXTENSION SERVICE. BOTH PROVIDE REGIONAL AND LOCAL TECHNICAL
ASSISTANCE, BUT THE QUESTION IS, “HOw MUCH EMPHASIS IS BEING
PLACED ON USING THE EXPERTISE OF THESE AGENCIES TO ADDRESS THE
SPECIFIC AND UNIQUE DEVELOPMENT NEEDS OF RURAL GOVERNMENT
OFFICIALS IN CONTRAST TO TRANSPORTATION OR AGRICULTURE
15SUES?” TO DATE, THE RECORD IS UNCLEAR, BUT WHAT IS CLEAR

IS THAT GREATER EMPHASIS SHOULD BE MADE TO PROVIDE DIRECT
ASSISTANCE TO RURAL GOVERNMENTS,

On THE POSITIVE SIDE, MR. CHAIRMAN, WE APPLAUD THE
ADMINISTRATION FOR EXPRESSING SUPPORT FOR ACTIVITIES SUCH AS
ITS ONGOING RURAL ROADS PROJECT, wHICH SEVERAL of HATAT's
STATE ASSOCIATIONS ARE INVOLVED WITH, AND PROMOTING THE
CONCEPT OF IDENTIFYING A RURAL AFFAIRS CONTACT PERSON IN
FEDERAL DEPARTMENTS AND AGENCIES., WE ALSO APPRECIATE THE
EXPRESSION OF CONCERN IN THE STRATEGY FOR THE PROBLEMS OF
RURAL DATA COLLECTION, THESE, ALONG WITH SOME OF THE ACTIVITIES
CITED EARLIER, ARE CERTAINLY WORTH DOING., BUT, TAKEN AS A
WHOLE, THEY DO NOT REPRESENT A "STRATEGY.” THESE IDEAS DID
NOT COME OUT OF A NATIONALLY COORDINATED OR CONCEIVED RURAL
DEVELOPMENT NEEDS ASSESSMENT. THE RESULT 1S A PIECEMEAL
DOCUMENT WHICH, WHILE CALLED A STRATEGY, IS NOT A STRATEGY,

Q2




217

CONCIUSTON

TH1s, MR, CHAIRMAN, IS OUR OVERRIDING CONCERN: THE
USDA STRATEGY, DESPITE ITS ENUMERATION OF MANY FEDERAL
PROGRAMS, FALLS SHORT IN PINPOINTING WHAT RURAL DEVELOPMENT
MEANS IN OUR CURRENT ECONCMIC ENVIRONMENT AND DEFINING WHAT
THE FEDERAL GOVERNMENT'S ROLE IS IN HELPING RURAL COMMUNITIES
DEVELOP A STRONG AGRICULTURAL, ECONOMIC, SOCIAL. AND NATURAL
RESOURCE BASE. THE DOCUMENT PUTS FORTN SEVERAL GOOD IDEAS
BUT NOT IN THE CONTEXT OF A RURAL DEVELOPMENT STRATEGY.

| wouLD LIKE TO ADD THAT THE NATIONAL ASSOCIATION OF
TOWNS AND TOWNSHIPS BELIEVES FIRMLY IN STRONG PRIVATE
SECTOR, FARM, AND GOVERNMENT COOPERATION TO PROMOTE RURAL
DEVELOPMENT, [N OUR VIEW, STRONG RURAL GOVERNMENTS ARE THE
ESSENTIAL INGREDIENT TO EFFECTIVELY MANAGING CHANGE, AS
PRIVATE DOLLARS FOLLOW PUBLIC DOLLARS IN TERMS OF REAL
INVESTMENT, THE NEED EXISTS TO BUILD STRONG RURAL GOVERNMENTS
THAT CAN COPE WITH THE ECONOMIC AND SOCIAL PROBLEMS THAT
CONFRONT THEM TODAY, o

TOWARD THAT GOAL, THE NATIONAL ASSOCIATION OF TOWNS AND
TOWNSHIPS HAS CREATED THE NATIONAL CENTER FOR SMALL COMMUNITIES
(NCSC) TO HELP SMALL, RURAL GOVERNMENTS HELP THEMSELVES,
ONE OF THE MOST CRITICAL PROBLEMS IN RURAL AND SMALL TOWNS
IS A LACK OF SOLID, PUBLIC-MANAGEMENT SUPPORT. [N RESPONSE,
THE NATIONAL (ENTER FOR SMALL COMMUNITIES IS ESTABLISHING A
RURAL LEADERSHIP DEVELOPMENT PROGRAM, 10 ADDRESS THE SMORTAGE
OF APPROPRIATE TECHNOLOGIES AND HUMAN RESOURCES IN RURAL
AREAS, THE CENTER IS DEVELOPING A “TECHNICAL EXPERTS NETWORKY
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TO HELP SMALL-TOWN OFFICIALS, AND, A MANAGEMENT ASSISTANCE
PROGRAM WILL PROMOTE EFFECTIVE COMMUNITY DEVELOPMENT STRATEGIES,
FINANCIAL ADMINISTRATION, NATURAL RESOURCE MANAGEMENT AND
OTHER CONCERNS,

MR. CHAIRMAN, THE NATIONAL ASSOCIATION OF TOWNS AND
TowNSHIPS BELIEVES TNAT MANY OF THE NEEDS OF RURAL COMMUNITIES
CAN BE RESPONDED TO TMROUGH SUCK SELF-HELP PROGRAMS, BUT NOT
WITHOUT STRONG SUPPORT FROM STATE GOVERNMENTS AND THE FEDERAL
GOVERNMENT, THE USDA RURAL STRATEGY CONTAINS A NUMBER OF
G00D IDEAS BUT DOES NOT OFFER SUFFICIENT RESOURCES OR PROVIDE
THE FRAMEWORK THAT IS NECESSARY FOR CONESIVE, PERMANENT
RURAL DEVELOPMENT. WITNOUT THE FEDERAL GOVERNMENT SERVING
AS THE ESSENTIAL CATALYST, AMERICA’S RURAL COMMUNITIES MAY
BECOME "TNE ODD MEN OUT" IN THE AMERICAN SOCIAL AND ECONOMIC
SYSTEM OF THE FUTURE.

THIS CONCLUDES MY COMMENTS, MR, CHAIRMAN. ON BEMALF OF
NATAT's MEMBERS, [ WANT TO THANK YOU, ONCE AGAIN, FOR THIS
OPPORTUNITY TO EXPRESS OUR VIEWS ON H.R. 5024 Anp THE USDA’s
1984 RURAL DEVELOPMENT STRATEGY, WE HOPE THMAT DISCUSSION OF
RURAL DEVELOPMENT PROBLEMS WILL CONTINUE IN THE MONTHS AHEAD
AND THAT (ONGRESS WILL ADDRESS SOME OF THE ISSUES RAISED
NERE TODAY,

(Attachsent follows:)
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Honorasit (iames D. Cook oF NEw YORK, CHATAMAN
LecisLATIVE Commission oN RuraL Resources

MR- CHATRMAN, LADIES AND GENTLEMEN OF THE COMMITVEE:

THANK YOU FOR THE PRIVILEGE OF SPEAKING WITH YOU TODAY- | AM (waRLES D-
Cook, A MEMSER OF TNE New YORK STATE SEXATE From TNE 40 DisTRict, A Five-
COUNTY AREA THAT ENCOMPASSES THE CATSKILL MOUNTAIN REGION, POPULATED BY SOME
280,000 RuRAL PEOPLE-

| APPEAR TODAY IN MY CAPACITY AS CNAIRMAN OF THE NEW YORK STATE
LEGISLATIVE CoMMISSION ON RURAL RESOURCES, WHICK 1S A JOINT BI-PARTISAN BODY
CONSISTING OF FIVE REPUBLICANS AND FIVE DEMOCRATS, FIVE SENATORS AND FIVE
ASSEMBL YMEN. |

THE NOTEBOOK | WAVE WITH ME CONTAINS NINE PRELIMINARY REPORTS OF TNE
CommisSION IN THE AREAS OF ASRICULTURE; Ecomomic DEVELOPMENT; YTME ENVIRONMENT;
TRANSPORTATION; HEAL™ CARE; Housing anp Communtty Faciiities; EpucATiown;
LocaL GOVERNMENT; AND RURAL SOC1OLOGY. THEY REPRESENT THE THINKING AND VIEWS
OF A WIDE CROSS™SECTION OF EXPERTS AND POLICY LEADERS IN NEW YORK STATE ON THE
TRENDS, STRENGTHS, AND WEAKNESSES OF RURAL NEW YORX, TOGETNER WM SUGGESTED
BOALS FOR THE NEXT TWO DECADES THAT WILL TAK: US INTO THE 21ST CENTURY.

WHEN FINALIZED, THESE REPORTS WILL FORM THE BASIS OF AN ACTION AGENDA FOR
RURAL NEW YORK, WHICH WILL BE FORMULATED AND INTRODUCED ON A BI~-PARTISAN BASIS
IN BOTH HOUSES OF TNE LEGISLATURE.

ESTABLISNED BY SYATE LEGISLATORS IN 1882, TME NEED FOR TME COMMISSION IS
TWO-FOLD-

FIRST, 1S THE URBAN DOMINATION OF PUBLIC POLICY IN NEw YORK, WHICH HAS
TENDED TO SUBVERT TME NEEDS OF THE 3.1 MILLION PEOPLE LIVING IN RURAL COUNTIES
OF THE STATE, A POPULATION LARGER TMAN THE TOTAL OF 25 OYNER STATES. YET,
RURAL RESIDENTS comrosE oMLY 20 PERCENT OF NEW YORX'S TOTAL POPLATION.
ConsEouENTLY, THE VOICE OF RURAL NEW YO' “'AS BEEN OVERSMADOWED BY AN URBAN®
DOMINATED LESISLATURE AND EXECUTIVE BRANCH. THUS, POLITICAL RECOGNITION OF,
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AND RESPONSIVENESS T, RURAL AND AGRICULTURAL INTERESTS IN NEW YORK MAS REEN
AMBIVALENT. HOWEVER, TMERE IS INCREASING POTENTIAL FOR FARMER NON~FARMER
ALLIANCES TO INFLUENCE DECISIONMAXING AS THE RURAL SHARE OF THE STATE'S
POPULATION INCREASES. '

EQUALLY IMPORTANT ARE THE CMANGES TAXING PLACE WITHIN THE RURAL COMMUNITY
ITSELF, A RESOURCE BASE THAT S VITAL TD THE STATE'S FUTURE ECONOMIC
DEVELOPMENT AND QUALITY OF LIFE.

DuRING THE PAST DECADE, WHILE NEW YORK AS A WNOLE WAS LOSING FOUR PERCENT
OF §TS POPULATION, THE RURAL COUNTIES WERE ACYUALY EXPERIENCING A SIX PERCENT
POPULATION GAIN- CURRENT GROWTH In New YOoRK STATE’S RURAL POPULATION IS
EXPECTED TO CONTINUE INTO YME NEXT CENTURY, WITH PROJECTIONS CITING A 20
PERCENT INCREASE BY THE YeEAR 2010.

WHILE TME RURAL POPULATION IS INCREASING, IT IS ALSO GETTING OLDER. A
GROWING COMPONENT OF THE DEMOGRAPHY ARE THE PEOPLE OVER TNE AGE OF B5. In
RURAL NEW YORK, CURRENT PROJECTIONS ESTIMATE TNIS RATE WILL HAVE EXCEEDED TNE
URBAN ELDERLY POPULATION SROWTN RATE BY A RATIO OF 3 Y0 1 By we vear 2010.
THIS TREND MAS SERIOUS IMPLICATIONS FOR RURAL NEALTH CARE SINCE THE SPARSELY
SETTLED RURAL POPULATION GENERALLY HAS NOY BEEN WELL SERVED BY THE NEALTH CARE
DELIVERY SYSTEM. TME WIDE AND GROWING SPECTURM OF KEALTH AND HUMAN SERVICE
PROGRAMS THAT NAVE BEEN DEVELOPED OVER THE PAST 20 YEARS KAVE HAD ONLY LIMITED
IMPACT FOR RURAL PEOPLE. TNIS PROBLEM 1S FURTHER EXACERBATED BY TME CURRENT
EMPHAS IS ON NEALTH CARE COST CONTAINMENT WHICH TOO OFTEN MILITATES AGAINST
IMPROVED ACCESS TO NEAL TN CARE SERYICES FOR TNOSE RURAL AREAS WITH SIGNIFICANT
NEEDS.

EDUCATION ALSO NAS BEEN SEVERLY IMPACTED BY THE DEMOGRAPHIC CHANGES NOTED
PREVIOUSLY. AT THE SAME TIME THAT EDUCATIONAL REQUIREMENTS DEMAND INCREASING
SOPHISTICATION AND MORE DIVERSIFIED COURSE OFFERINGS, SCHOOL POPKATIONS ARE
DECLIN'NG AND THE COMPETITION FOR PUBLIC FUNDING WITH OTHER NEEDS IS BECOMING
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WHILE THE BASIC DEMOGRAPHY OF RURAL NEw YORK IS SNIFTING, 1TS ECONOMIC
STRUCTURE 1S UNDERGOING PROFOUND CHANGES AS WELL. ALTHOUSH THE VALUE OF ITS
AGRICUL TURAL PRODUCT CONTINUES TO INCREASE, TNE AGRARIAN DESCRIPTION FORMERLY
ATTACHED TO RURAL New YORK NO LONGER IS ACCURATE- NWE ARE FINDING AN INCREASED
PURCHASE OF LAND IN RURAL AREAS FOR NON"AGRICULTURAL PURPOSES- ECONOMIC
DIVERSIFICATION IS BOTH A REALITY AND A NECESSITY. AGRICULTURE CO™EXISTS WITH
AN INCREASING NUMBER OF NON“AGRICUL TURAL ENTERPRISES WHICK BOTH COMPLEMENT AND
COMPETE WITH IT»

OVERALL, THE NUMBER OF PEOPLE ACTUALLY ENGAGED IN AGRICULTYURAL PRODUCTION
IN RURAL NEW YORX CONTINUES TO DECLINE. THE MODERATE-SIZE FAMILY FARM
REPRESENTS A DECLINING SEGMENT OF ALL FARMING IN NEW York STATE. THE
PROPOKRTION OF SMALL (UNDER S0 ACRES) FARMS INCREASED FROM 18.5 pERCENT IN 1978
10 22.1 PERCENT IN 1982, THE PERCENTAGE OF THE STATE'S FARMLAND ACREAGE OWNED
BY LARGE FARMS (GREATER TMAN 500 ACRES) 1S GROWING. THERE wERE 1,000 FEWER
FARMs IN 1982 man 1w 1978.

THESE RAPIDLY CHMANGING CONDIYIONS ARE CHALLENGING TME CAPACITY OF PART-
TIME LOCAL GOVERMMENT OFFICIALS TO COORDINATE EFFECTIVE SOLUTIONS. THE
CMANGES CURRENTLY SWEEPING RURAL AMERICA PRESENT THE NEED FOR NEW COMMUNITY
STRUCTURES. NOUSING, HEALTH CARE, TRANSPORTATION, AND SOCIAL INSTITUTIONS ARE
FEELING THE INFLUENCES OF THESE CNANGES.

THE POINT OF MY REMARKS [S THAT A CONCENTRATION ON AGRICULTURE, OR EVEN
AGRI-BUSINESS, NO LONGER SPEAKS TO THE WORLD TNAT REALLY EXISTS IN RURAL
AMericA.  FOR THts REASON, THE Comurssion oN RuRAL RESOURCES MAS BEEN
DELIRERATE IN ITS EFFORTS TO DESIGN AN INTERDISCIPLINARY PROBLEM-SOLVING
APPROACH FOR RURAL NEW YORK. THE INTERRELATIONSHIPS BETWEEN PUBLIC POLICY
ISSUES AND REQUIRED SOLUTIONS CANNOT BE ADDRESSED BY AN OVER COMPARTMENTALIZED
APPROACH .«
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PERMAPS ONE OF TME MOST IMPORTANT INTER-RELATIONSNIPS AMONG PUBLIC POLICY
ISSUES AFFECTING RURAL PEOPLE CONCERNS NIGN YECHNOLOSY AND THE CHANGING NATURE
OF COMMUNITY LIFE IN RURAL NEW Yorx. FOR EXAMPLE, ALONG WITM MORE RETIREES
AND FORMER URBAN RESIDENTS NIGRATING TO RURAL LOCALITIES, "TELECOMMUTERS,® Who
WORK AT MOME IN REMOTE AREAS AND ARE LINKED TO HOME OFFICES OR MARKETS TMROUGH
MODERN COMMUNICATIONS, ARE NOW A GROWING PART OF THE STATE’'S WORK FORCE. SoMe
FORECASTERS PREDICT THAT BY THE YEAR 2000, TELECOMMUTERS WILL COMPRISE
APPROXIMATELY 20 PERCENT OF THE WORKING POPULATION IN RURAL NEW YORK.

YET, AGRICULTURE IS, AND WILL CONTINUE TO BE, TNE UNDERGIRDING OF THE
ECONOMY AND THE SOCIOLOGY OF RURAL ANERICA. NE CANNOT ANY LONGER ASSUME,
HOWEVER, TMAT BY ADDRESSING THE NEEDS OF AGRICULTURE WE WILL AUTOMATICALLY BE
ADDRESSING THE CONCERNS OF A MAJORITY OF OUR RURAL POPULATION.

EVEN wiTHIN AGRICULTURE, THERE ARE TRENDS WHICHM REQUIRE A BROADER
PERSPECTIVE. WE SEE THE FAMILY FARM, AS TRADITIONALLY ENVISIONED, AS A
DECREASING PROPORTION OF OUR TOTAL FARM COMPONENT. INCREASINGLY, AGRICULTURAL
PRODUCTION 1S COMING FROM EITHER THE LARGER OR THE SMALLER FARM. EVEN WHEN
THESE LARGE NOLDINGS ARE ESSENTIALLY WITHIN SINGLE-FAMILY OWNERSHIP, THEY
ENGENDER DIFFERENT KINDS OF SITUATIONS INVOLVING LABOR-MANAGEMENT, MARKETING,
FINANCING, AND A MYRIAD OF OTHER SITUATIONS TMAT DO NOT TYPICALLY OCCUR IN THE
FAMILY=OPERASED FARM-

MORE TO THE POINT IS THE FACT THAT A MAJORITY OF TME FARMING OPERATIONS
IN THE UNITED STATES TODAY ARE PART-TIME. THE OWNERS OF THOSE FARMS LIVE IN
RURAL AREAS, PARTICIPATE IN AGRICULTURE, BUT MAVE A VERY COMPELLING ECONOMIC,
AND OF TEN PROFESSIONAL, INTEREST IN OTNER KINDS OF ACTIVIVIES THAT ARE TAKING
PLACE AND IN WNICH THEY PARTICIPATE.

FOR THESE AND OTWER REASONS, | AM DELIGMTED TO SEE TMAT THE SECREYARY OF
AGRICIN TURE MAS PROPOSED A NATIONAL RURAL DEVELOPMENT STRATEGY WHICH IS
COMPREHENSIVE AND INTERDISCIPLINARY -
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CONTRARY TO ANY IMPRESSION THAT SUCK A STRATEGY NAY DE-EMPHASIZE
AGRICULTURE, [ FEEL T REALLY STRENGTHENS OUR NATIONAL RECOGNITION THAT
ASRICULTURE 1S AN INTEGRATED PART OF THE RURAL SOCIETY, WHICH IN TURN IS AN
INTEGRATED PART OF OUR NATIONAL SOCIETY. THIS STRATEGY WILL BE MUCH MORE
RESPONSIVE TO MY CONST]ITUENCY TMAN LOOKING AT FARMS AS AN ISOLATED PART OF THE
NA"TONAL OR STATE GEOGRAPHY- |

FARM PEOPLE, AND RURAL PEOPLE IN GENERAL, MAVE A DEEP CONCERN FOR QUALITY
OF LIFE ISSUES THAT AFFECT THEMSELVES AND THEIR FAMILIES. THE MOVEMENT OF
PEOPLE INTO AND OUT OF EMPLOYMENT IN TME AGRI-BUSINESS SECTOR CLEARLY
DEMONSTRATES THAT AGRICULTURE CANNOT CONTINUE YO BE SEEN AS A WORLD APART FROM
THE REST OF OUR MATIONAL CONCERNS.

| TMEREFORE RESPECTFULLY. BUT URGENTLY, ENDORSE THE RURAL STRATEGY
STATEMENY PRESENTED BY THE SECRETARY OF AGRICULTURE AND ENCOURAGE YOU TO
CHANNEL FUNDING OF RURAL PROGRAMMING IN ACCORDANCE WITH THAT PHILOSOPHY.

THE PROPOSED RuRAL DEvELOPMENT REORGANIZATION AcT OF 1984 (K.R. 5024)
INTRODUCED BY THE HONORASLE NEs WATKINS ON Marcw 5, 1984, REPRESENTS YET
ANCTHER STEP BY OUR FEDERAL GOVERNMENT TO ADDRESS THE CURRENT STATUS AND
FUTURE NEEDS OF RURAL AMERICA. THE EXPERIENCE OF RURAL LEGISLATORS IN NEW
Yorx STATE, INCLUDING MYSELF, STYRONGLY SUGGESTS CURRENT FEDERAL AND STATE
POLICIES AND- PROGRAMS MAVE NOT SERVED RURAL CONSTITUENTS WELL- CERTAINLY,
EXISTING POLICIES Wilt BE LESS RESPONSIVE IN LIGHT OF CURRENT TRENDS AND
FUTURE REQUIREMENTS. MOST EXISTING FEDERAL AND STATE PROGRAMS ARE NOT ATTUNED
YO CIRCUMSTANCES WE HAVE FOUND IN RURAL NEW YORK. THE URRAN BIAS [ SPOKE OF
PREVIOUSLY IS EXACERBATED BY PROGRAM REGULATIONS THAY ATTEMPT TO APPLY
SOLUTIONS TO METROPOLITAN PROM.EMS AND GOVERNMENT OPERATIONS TD MUCH SMALLER
RURAL COMMUNITIES- IN ADDITION, WE WAVE FOUND THAT RURAL LOCALITIES ARE LESS
ABLE TO AFFORD THE TECHNICAL OR ADMINISTRATIVE PERSONNEL REQUIRED IN ORDER TO
SUCCESSFULLY COMPETE IN THE MARKETPLACE FOR FEDERAL AND STATE GRANTS. EVEN
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NOW, AS WE SPEAX TOGETNER MERE TODAY, TNIS IS THE FIRST TIME WE MAVE DONE SO
IN FOUR YEARS SINCE THE PASSAGE OF THE RuraL Devevorment Pouicy Act oF 1980.
THE CURRENT PROPOSAL, MOPEFULLY, WILL INSTIGATE A MORE COMPRENENSIVE,
fﬁ_. APPROPRIATE TMRUST TO POLICY AND PROGRAM DEVELOPMENT FOR RURAL AMERICA. | SEE
THIS AS BEING POTENTIALLY BENEFICIAL FOR THE MORE THAN TMREE MILLION RESIDENTS
OF RURAL NEW YORK AND WNOLENEARTEDLY APPLAUD YOUR EFFORTS.
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STATEMENT OF ROBERT A. RAROZA, LEGISIATIVE DIRECTOR,
NATIONAL RURAL HOUSING COALITION

Mr. Chairmman, my nane is Robert A. Rapoza and I am the legislative
director of the National Rural Bousing Coalition and the Rural Coalition,
Both organizations are concerned with rural develcpment igsues. we have
appeared before this Comittee before and appreciate the cpportunity to
testify today.

The National Rural Housing Coalition and the Rural Coalition were
beth at the forefront of the effort to formulate the Rural Development
Policy Act of 1980. As you know, a key requirement of the Act is that the
Secretary of Agriculture file an annual development strategy raquest. We
thaught that forceing the U, S. Department of Agriculture to go through a
process of detemining rural develcopment needs and i{ssues and coming up

with a strategy for dealing with them would be a good way to raise rural
development as an important issue.

Wa have been very disappointed by the two strategies publiished to
date. Last year's report di¢d provide a useful analysis of the changes
going on in rural aveas. However, by and large the report was used as a
vehicle to justify the Administration's plans for block grants and budget
cuts for many fedaral prograns serving rural America.

This year's report is worse. Now ocur rural develoyment strategy
denies that many preblams axist at all, particularly those confronting
snail co mmities. Jor exanple, the strateyy paper states while "rural
housin, standards are scmewhat lower than urban standards, the differences
ware much less pronounced if 'totally rural® areas were excluded,” A
totally rural area is one in which no camwnity has a population greater
than 2,499,

If I uncerstand this statement correctly, the rural develoment
strategy of the govermment wants to exclude the most rural areas to
improve the national portrait of suwstandard housing. The fact is that
between 1970 and 1980 there was substantial progress in eliminating
substandard rural housing., However, it is also true that over 1.9 rural
househclds still live in bad housings 1.3 million are in totally rural
comunities, that is, almost 10 million pecple live in bat housing.
Equally important, during this period, the number of low income households
living in inadequate housing is the same now as it wes in 1970,

The strategy report would also have one belicve that there i{s not a
pressiny need for clean drinking water and adequate waste disposal
systams. Again, the report wishes away small rural sommanities by noting
that virtually all communities with populations of above 5,500 have public

water service and incorporated communities above 2,500 have waste water
traatment service,

Again, this rosy picture does not square with reality, Over 1
million rural households live in houses without adequate plumbing.” This
means they drink bad water or have unsanitary or unsafe waste disposal
facilities,
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The National Statistical Assessment of Rural Water Quality which
focked at comunities with populations of less than 2,500 and open country
area indicates a sericus problaen of ground water contamination in rural
areas. The NAS study faund that ground water is the source of supply for
nearly 758 of rural households. The study found that almost two-thirds of
rural households drink water which exceed one or more retference value for
cont aminat ion.

In short, it is not enough to count the number of water or waste
water treatment facilities. In order to determine whether rural people
have adequate water/waste water systams, it is necessary to lock at the
qual ity of water that people drink. It is clear from the NAS study that
there is a serious grount water contamination problem in rural areas.
Again, the strategy papor would have us believe otherwise.

. Mr. Chairman, we all know that rural poverty is still with us. Today
over 27 million people live in poverty. Rural areas with 26% of the
nation's population have about 4U% of the nation's poor.

It is important to note that the poor in rural areas tend to be
work ing poor.  For 28% of the rural families living in poverty, the head
of the household works full time. For 31% of the poverty families in
rural areas, two family members have full time jobs,

Yet, you can look and lock through the strategy but not find ope
ment ion of rural poverty. The rural development styategy of this
goverment does not acknowledge the presence of poverty and, at least by
impi ication, does not see the elimination of poverty as a legitimate rural
develoment goal.

Mr. Chaiman, the rural development strategy is an accunulation of
rhetoric and other things we don't need. Rural areas do not need any more
newsletters, pamphlets or brochures. Rural areas need a strategy which
acknowledges the problems of very small and poor camumities rather than
trying to wish tham away as this policy statanent does. Rural areas need
the camitment of this Administration to briny federal resources to bear
on behalf ot rural people, particularly disadvantaged rural people.

Thus far this caomitment {s sorely lacking, In the last three years
the Administration has done its best to yet out of the rural develogment
husimesss It has proposed massive reductions in rural housing programs
and followed those proposals with a block grant schame., With the cuts and
new federalism agenda rejected, the Administratjon has now proposed
another way to get out of hausing: transtferring housing funds to famm

})I‘(X;!'BT'.\S-

Mr. Chairman we fully support programs providing credit to famers.
Howaver, no one is helped by pitting farmers needing credit against people
needing housing, It is clear that this proposal is little more than
ancther way to accamplish the Administration's goal: elimination of rural
housing proyrams,
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The federal rural water sewer program has fared no better. First,
the Adninistration proposed to raise interest rates for water sewer loans,
because it would target funcs better to low income cammunities. Then,
tollowiny the passage of the Gmnibus Reconciliation Act of 1981, the
Administration did its best to define low income camunities aut of
existence, Following that, the Adninistration resisted report language in
the 1981 famm bill which directed PMHA to establish a project selection
systam 'so that needy comunities could get first crack at federal funds.

Finally, the Admunistration has oppesed this Comittee's efforts
through HR 1140 to target lcan and grant funds to needy rural camunities
and implement cther cost-saving measures. In the meantime, funds for
rural water sewer prograns have been cut in haif.

looking at rural housing and water sewer programs does not provide a
camplete picture ot the Administration's position on rural development,
it does, however, give one same insight into the flaws in the policy
perspect ive which results in the recently released rural strategy,

Hr. (haiman we have now had two rural strateqgy stataments. Having
read ana camented on both, the question I have is simple: *what low
income rural person or fammer has benefitted fram the policy statement ana
s cur money welil spent on this annual exercise?”

HR 5024

Mr. Chairman, with my caments on the rural develoiment policy
statament as a backdrop, I would like to camment on HR 5024, "the kural
evelogment Reorganization Act®,

b gppreciate the efforts of Congresaman wWwatkins on this legisiation,
As is clear, rural develogment issues are too otten ignored, amxi to the
deyree thnat Mr. Watking' bill raises the issue, we are support ive,

However, we have two sets of concerns reydrding the legisiation,
¥irst, on a practical level, we do not think 1t wise, and cannot support,
any plan that would divide rural housing proyrams. The fatkins 0iil would
place the single family Section 502 proyran in the proposed Fam
Abnnistrat ion (FA), with the remainder ot the rural housing proyua juing
to the Rural Develogment administration (RIA),

There are a nuncer of problems with thig approach. ror example, selt-
help nousing technical assistance grantees would be torcst to o to a
caaapletnly aitferent tederal agency tor section nud loans tor self-hel,
housing construction,  This woula lead to delays and contusion in the
selt~hely progan.  Given the local/regqional administrative split between
FOA afed ra 1t may e necessary to provide local guh statt to process
>ection HUZ, andg tor that matter section SU4 home repatr loans.

BOYOna thin, tram g political stangpoint, the sSection 502 Lrogran 18
yofar the single largest rural housing proyram.  Wer two-thiras ot wne
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funde appropriated to BHA for hausing go for Section 502 loans.
Separating that prograw from the nural housing programs such as Section
S15 rural rental housing loans may make it difficult to sustain
apprepriations. In other words, there is a critical mass necessary to
continue funding for rural housing programs and the presence of section
502 is a key factor.

Second, there is the larger guestion surrounding any plan for
recrganization of fmiHA. Essentially, MMHA {s a small famm and rural
develomment program housed within a Department committed to the
perpetuation and enhanceament of big agriculture.

As a result the operating style of the Department does not lend
itself to consideration of the problams of small farmers and rural
develcpment. The Department is too big, too camplex, too concermed with
intermational markets and beet prices to devote much energy to rural
development concemms. 1 think the last rural development statement
clearly indicates that.

For many years, many of us have called for a cabinet level Department
of Rural Dovelopment. In these times, that may not be possible, But, it
may be worth exploring the concept of an independent Small Fam and Rural
Development Adninistration. Essentially, »mMA cutside of U.S.L.A. Such
an agercy would have at least the canpliment of current FmHA programs
without the suffocating presence of a larger, intractable bureaucracy
which views the problams of fammers or low incane people as only marginal
to it's mission,

Mr. Chairman, we again thank you for the opportunity to appear hefore
you and I would be happy to answer any questions you might have.

RAR/Svy
$/16/84




Mr.

280

TESTIMONY
oF

HAROLD O. WILSON

EXECUTIVE DIRECTOR
HOUSING ASSISTANCE COUNCIL

Chairman, ! am Harold O, Wilson, Executive Director of

the Housing Assistance Council (HAC), a national nonprotit
housing organization striving to alleviate the housing problems
of low income people in rural America. For over twelve years our
organization has been dedicated to increasing the availability of
affordable housing for the rural poor.

We appreciate the opportunity to appear before this
Subcommittee to comment in a positive manner on the Rural
Development Reorganization Act of 1984 and the National Rural
Develiopment Strategy Report. The strong dedication and
commitment of the sponsors of this important legislation, intent
on strengthening services delivery to rural comaunities, is
certainly welcomed. The concept of reorganization is a good
idea, one long supportsd by many rural development groups. Qur

comments

will focus on enhancing this effort and increasing the

support and assistance available to rural families.

As you know, Mr. Chairman, the Parmers Home Administration
and the Rural Electrification Administration have been
responsible for tremendous improvements in the quality of rural
life during this century. These Agencies have been the lightning
rod around which housing, community and economic development have
coalesced. Our nation's past commitment has Deen well
documented . and delivery mechanisms established and refined over

the last

fifty vears have worked well.

I cannot appear here and report that all the problems have
pean solved. As you know, they have not. Rural areas contain
26% of the U,S. population. Yet one third of the nation's
substandard housing units and two £ifths of the poverty are

located |

n rural arsas. The 1980 Census indicates that one rural

nousehold in twelve resides in & substandard unit, and one in
nine survives Delow the poverty rate, a figure that has since

worsened.

The problems may be less visible in rural areas, but

they exist,

While HAC endorsas efforts Lo improve the sffectiveness of
rural programs, we wish to emphasize the importance of careful
study and evaluation prior to any major reorvganization of the
FmHA. The changas proposed in this legislation would seek to
create the more efficient delivery of rural Rousing and other

services.,

0QO00

The following issues merit Close analysis:

Stafting

Housing expertise/linkage of programs

Linkage of farm, housing and devalopment programs
Supsrvisory Field Structure
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Staffing

HAC believes that a prime obstacle hindering PmHA has
been inadequate staffing. The Agency needs more individuals,
especially at the iocal level, to administer programs and heip
the people of rural America. Adsent staff increases, the dual
structure may further strain already limited personnel levels.
Congress has provided increased staff funding to MmHA, but we
understand these efforts have been restricted by OMB hiring
constraints. Careful planning must insure that creation of
another agency does not duplicate administrative support staff.

In comdining PmHA and the Office ¢f Rural Development
Policy, one with field staff and the other a wWashington, D.C.
based office, certain administrative support services existing
only in PmHA may have to be duplicated, such as personnel,
supplies, information, equal opportunity, and financial support.
MmiA's St. Louis financial support center, for example, consists
of several hundred employees. Neither agency could function
without such support, yet only one such systam currently exists,
The sponscors of this legislation stated "this reorganization can
be accomplished without adding s single new empioyee.® All
efforts must be wexpended to uphold this pledge.

Housing Expertise/Linkage of Prqgraws’

The proposal would divide MmHA housing programs between two
different agencies, requiring each to develop its own housing
expertise. Of equal concern is the linkage of housing programs
to de located in different agencies and administered by diffarent
staffs., The Section 502 single family homeownership program, for
example, would be in the Parm Administration, while the Self Help
program would be relocated {n the new Rural Development
Administration. However, these programs are inextricably linked.
Self help applicants would have to deal with separate agencies,
located ponsibly in different communities, and probably have to
Comply with two sets of rules and regulations. This might
severely hurden the self help applicant, negatively impacting
the programs' continued success. Such areas should be carefully
studied, and perhaps modified, before any plans are finalized.

Linkage of Farm, Housing and Development Programs

Recognizing historical ties between agriculture, economic
development, and other factors in the health of rural
communities, Congress combined many programs under one agency,
PmHA. The farmeér, rural non-farw businessman, local government,

.
~
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non=-profit organization and rural family, all ssek assistance at
fmHA. The Agency administers a wide range of programs addressing
all sectors ©f rural society, strengthening FmHA as a fuil
service agency and benefiting rural Americans. Any program
division betwesn agencies must de carefully analyzed, ensuring
continued dbenefit to the pecple of rural America.

supervisory Field Structure

At present existing MmHEA pistrict Offices provide
supervisory support for the county offices. If these offices are ;
split into twe different agencies, a mechanism myst be employed .
to provide this essential service. :

Summary

Iin summary, HAC endorses the intent of the sponsors of this
1egislation to enhance rural program delivery. Wwe Delieve this
concept can be achieved only after detailed and careful analysis
to guarantee that MmHA beneficiaries continue to receive a high
level of program service. In the meantime, the sSponsors must
focus on increasing the staff of PpHA to an adeguate level and on
assuring aggressive administration of existing programs.

Rural Coamunities and the American Farm

A Partnership in Progress

I will now comment on the Administration's recent rural policy
statement, Like its predecessor "A Better Country”, it notes
past progress and accomplishments (n rural areas, Pifty years
ago, this nation embarked upon an historic effort of growth anc
development in rural America. This was guided and financed Dy
the faderal government, recognizing its responsibility to all
people and the lack of local rescurces. Upon careful analysis of
this report, we believe graiter emphasis must be placed upon
meating the rural problems that continue to exist. Mr., Chairman,
1 submit to you that this commitment is still needed today,

Our nation has & long and proud history of commitment to the
pecple of rural America. The federal government role in this
century dates back to the Country Life Commission of the early
1900's, and the Resettlement Administration and Fam Security
Administration of the 1930's. The late 1960's brought forth
other efforts such as the President's Advisory Commission on
Rural Poverty. In 1972, of course, the Rural Development Act

22
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was adopted. This was followed by the establishment of the
Regional Commissions, the initiatives of the Carter
Agministration, and enactment of the Rural Development Policy Act
of 1979.

From 1970 to 1980, FmHA made single family housing 1oans to
over 1.2 million rural families, a dramatic increase over the
prior decade's 250,000 loans. Full implementation of the
interest sudbsidy program for the first time made homes available
t3 ilow income families unable to afford high interest rates.

FmHA smbarked upon an equally important role stimulating
construction of multifamily units. During the 1970's, tne Agency
mad2 over 11,000 Seccion 515 loans, producing closa to 450,000
rental housing units. Low income families were helped by the
rural rental ass{stance program, which reducad the rental
payments ot qualifiad tenants. MmHA also provided assistance
through ics smaller housing programs including self-help, farm
labor, and weatherization.

The watar and waste aisposal, community facility, and other
programs greatly impacted rural communities. Improved quality of
life, a higher standard of living, more jobs, and better health
conditions resuited.

Mr. Chairman, these accomplishments were only attained
through the commitment and rols of the federal government.

i wish to relate a particularly moving experiencs 1 had last
year. While trsaveling through a rural community, I
encountered a group of people, individuals as well as families
wich small children. These people, as I quickly came to realize,
had no place to live. They sought shelter wherever they could,
under trees, in abandoned vehicles, and in open fields. It is
important to understand that these were working people,
struggling for meager wages in the fields. Neither volunteerisn
nur local governments were aiding them., The fact is, thev were
"out of sight and out of mind™. The plight of the urban homsalaess
and poor i{s apparent to everyone, Yet, it is all too easy in
this country to ignore the rural poor, or to suggest their
problems might be solved with only & few more voluntsers.

This report paints a rosy picture of economic recovery and
unemployment deCline in rural areas, absent supporting data. It
focuses On the links between agriculture and rural communities,
glossing over the depths of the continuing economic depression in
the farm sector.

28
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Data are availadble on this matter. According to a May 6th
Washington Post article by Ward Sinclair, the Administration
itself concedes that up to 100,000 of our nation's farmers,
approximately 4%, may go bankrupt by the end of this yvear. The
Economic Research Service ¢of USDA estimates Detween April 1982
and April 1983, farm real estate values have declined $(n 34 :
states., In some states, this decline has averaged as much as .
13s.

These economic difficulties translate far beyond the
individual farm families initially affected. They compound the
recession afflicting rural America because of declining .
purchasing power affecting every type of rural enterprise.

The repeort states that up to 100,000 farms “may be
candidates for extinction.” It calls on most farmers to start up
their own busiaesses and forget about full-time working
agriculture. The clear implication is that we should abandon our
nation's proud heritage of the small and moderate sized family
farm and capitulate completely to the growth of impirsonal
corporate agriculture,

Conclusion

Mr. Chairman, I strongly oppose these suggestions. Our
nation can and must assist in revitalizing rural communities.
The federal government alone possesses doth the capacity and
responsibility to help all the people. I believe there are 2
number of major areas crucial to the well being of rural areas
that have been omitted from this report. These include:

o rural substa~dard housing

0 transportation

0 unemploymant

O water contamifation

O poverty

O rural credit

¢ health

O education

We are extremely disturbed by the tenor of this report, and by

what it portends for rural America. I therefore Call upon the
Members of this Committee, along with youfr counterparts in the

Senate, to establish a Dipartisan monitoring mechanism, pOssidly
under the auspices of the Congrassional Rural Caucus, to

¢ cargefully analyze the state of rural Aserica. In this regard, I
; wish to offer the assistance of our organization to the fullest
extent possible, Thank you. »

(Attachments tollow:)
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Upbeat Talk of Recovery 'Sweem Past Rural Iowa
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STATEMENT OF

THE NATIONAL ASSOCINTION OF REGIONAL OOUNCILS

The National Association of Regional Councils represents
approximately 350 of the 534 existing substate regional councils .
currantly in cperation in the United States. Regional councils
are public organizations encotpassing & regional
comunity--founded, sustained and tied directly to local
governments through iocal and/or State governmant actions.
Through communication, planning, policy-making, coordination and
technical assistance, councils serve the local governments and
citirzens in a region by dealing with issues and needs which cross
city, county and, {n some instances, state boundaries.

The policy-making boards of regicnal councils are composed
mostly of elacted officials representing iocal governments within
the region. In sone states, representatives of the state
legisiature and citizens sit on their local regicnal council
boards. Regional councils provide assistance to their local
government in areas ranging fram economic development to
transportation to human services.

Roughly B0 percent of all substate regional councils sexve
populations of 5UJ,0U0U or less and 70 percent represent areas of
250,000 or less. The geographical areas covered Dy such councils
often span several counties and can involve hundreds of local
government jJjurisdictiaons.

NARC reprasents both rural and urban regional councils.
Because Many of our members are in rural areas 2f the nation, we
appreciate the opportunity to comment on HRSU M, the Rural
Development Reorganization Act, and on the Administration’'s 1984

Rural Levelopment Strategy,

-
-

213
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In qeneral, NARC supports HRS5034 because it puts needed

smphasis on rural developmant at the federal ievel. The

. realignment of program aress under the bill would, in our opinion,

cause USDA to recognite that off-farm develcpment activities are
often as vital to the life of a rusml community as farming.

' However, we do have ons major reservation about ERS02--we are |
concerned about provisions which could result in the expansion of N
Rescurce Conservaticon and Development Council activities into
sconomic and community development.

NARC has long recognized the important role played by RCaD's
in providing information and educating rural citizens about
natural resource issues. In fact, in the mid-wast, the federally-
backed RCaD's weres often a lpringhclra for local government to
forge their own substate regional councils of governments.

Over the last several years, however, we have seen some RCaD's
reaching out to take on more economic and community development
issuas--and struggling to gain the expertise required %o move out
of the natural rescurce arena. In our view, such expansion
constitutes an unneccessary and expensive effort to replicate the
expertise housed within existing substate regional councils that
have been established by coocperative agreement of their laocal
governments. In these time of tight re;aurccl. we simply cannot
afford such duplication.

Why not strengthen existing expertise and encourage
cooperation at the local level?

. HR5UM should be modified to recognize the key roles that both

; RC&D's and regional councils play in the community. Federai

*

.
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policy should encourage these entitics to compliment each other's
efforts, doing what each does best.

indeed, NARC understands that such COOp@ration is the true
intent of HR5024. But we believe that the language of the biil .
needs to be modified so that it is clear that RCAD's are to deail
with natural resource issues and not expand into or duplicate
econdmic and community development aceivities.

The Rural Strategy

The National Rural Strategy for 1984 contains two initiatives
that have long been endorsed by NARC. We are pleased to see that
the Administration has committed to implementing the coordination
provisions of the Rural Development Policy Act of 1980. In this
year's strategy, USDA has moved to ensure that “all federal
agencies whose policies and programs affect rural areas will be
asked to submit reports to USDA on their activities relating to
rural America.” This is a significant step in our view.

Secondly, the Administration has included a proposal for a
designated “rural ombudsman” in each federal agency. These rural
affairs positions “will formalize federal concern so that the
rural perspective can be presented in policy and funding

]

decisions, " according to the strategy. This i8 also a significant
step if it is vigorously implemented.

On the other hand, we were disappointed to see that the
strategy relies more heavily on utilization of federal rescurces
and federal information dissemination than on shoring up the
abilities of local governments to address their own needs. This

is well intentioned, but appears somehow to be inconsistent with

the goals of this Administration and its New FPederalism.

210
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We would have preferred to see the Adminiseration make a
small, §5 millien, funding coamitment to the Section 111, ares
development assistance program. NARC and other mambers of the
Ri al Goveraments Coalition {National Association of Counties,
National Association of Towns and Townships, National Asscciation
of Development Crganizations) have repesatedly encouraged the
Adninistration to use thisg program to sihance the capacity of
local government's to work within their rural comnunities. We have
urged the Administration to draw upon and utilize the community
and economic development expertise of substate regichal councils
of governments. We have encouraged federal support of this as an
approach that would result in the tailoring of assistance to meet
the specific needs of each rugral comvunity.

But the Administration has slected instead to key on
utilization of existing federal resources, to use a “top down"
approach of the federal government as a catalyst for information
exchange. Frankly, this is a perplexing approach to those of us
who thought that the philosophy of this Administration was ¢o
recoynize that problems at the state and local level are best
addressed through solutions developed at the local level--the
"pottom-up” approach.

We would urge the Administration teo recommit to local capacity
puilding in its 1985 strategy. We would urge the Administration
to make a small financial commitment to Section 111 and help rural
local governments to address their problems at the local lavel.

Thank you.
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RURAL DEVELOPNENT STRATECIES
1983 AND 1984

INTRODUCTION

1o Dacamber 1979, the Carter Adwinistration relensed 2 Small Commumity end
Rurs] Development Policy. The policy included recommendacions intended to
develop an institutional capscity for iovolving Federal departwments acd agencies,
State and local governments, and the private sector in coerdinated approaches (O
rural developmant. Specifically, the policy ‘recommended that:

Congreas create the position of Under Secretary for Small Community
and Rural Development within the Departwent of Agriculture;

the Interdepartsental Workiog Group on Sasll Community and Rural
Development play an aggressive role im implemeating the policy;

the Secretary of Agriculture report annuslly oo steps takan fo
implement the policy and establish an AMvisory Council to advise
his O needed Federsi actions;

governors establieh Stete Rural Development Councils; and

selected cadbinet officers designate & sensor official to sesve
55 a departmental Tursl sdvocats.

Many ¢f these 1netitutional changes were carried out in the last year of the
Cacter Administration Congressional supporters of the development of & rural
policy and of tne creation of anstitutarons to implenent such policy determined
i hat these aclivilies shouid dot be vulnerable to extimctiion by future
admin.sLeal i ny Wby pricTities Dight be differeat. Consequentiv, e the Rural

Development Poiicy Avt of 1980 (P.L. 96-359, %% Scar. 1171), the Congress SOught

218
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to give permanence to a rural developoent policy process and to an institutional
$tfucture through which the policy could be developed and implemented.
The Rural Development Policy Act calls for the development by the Secretary

of Agriculture of an ansual Rural Development Strategy. The Act also creates

'«

the position of Under Secretary of Agriculture for Small Community and Rural

Development, and directs the Secretary to utilise workifg groups and temporary

advisory committees, although it does not mandate any specific institutional Al
.

design for dealing with rural development.

The first rural development strategy to be issued in compliance with the
requirements of the Rural Development Policy Act was published in 1983, This
report predents the major findings and recommendations of the 1983 and 1984

stlralegies.

RURAL DEVELOPMENT POLICY ACT REQUIREMENTS

The Rural Development Policy Act ditected the Secretary of Agriculture
to prepare a comprehensive rural development strategy, which 1s to be updated
annuslly and transmitted to the Congress. The strategy should be designed to.

maxizize the effecliveness, increese the sespofsiveneess, and
1mprove che delivery of Federal programs to rural areas;

incredse the (oordination of Federsl programs with the development
needs, objectives, and fesources of local coumunities, substate
Al ‘4s . Siates, and mulCistate regions; and

svtieve the most effectaive comb.netions of Feders!, State, snd
Lous: resources o meet the needs of tural areas for orderly growth
and development.

woSecTetary s o take tnto arcount oeriain tural srea needs in developiug

S

Che strecegy
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improve the economic well-being of all rural residents and
alleviste the prodleme of low income, elderly, wminority, snd
otherwise disadvantaged rural residents;

improve the dusiness and employment opportunities, occupational
teaining and amployment services, health care services, educaticnat
opportunities, energy utilization and aveiladility, housing,
trangportation, community services, commupity facilities, water
supplies, sewage and s0lid waste management systems, cradit
availadility, snd accessidility to and delivery of private and
public financisl resources in the maintensnce &0d crastion of jobs
in rural areas;

improve State sad local government managsment capadilicies,
institutions, end programs relsted to rural development and expand
educational and training opporrunities for state sad locel officials,
particulariy in small rural communities;

strengthen the family farm system; and

maintain and protect the Anvironment aod natural resources of rural
Areas .

The strategy report ig to imclude an acalysis of the impact of the budger
on rursl development, a review of the implementation of previous strategies,
and recomsendations for necessary legislation, lmplementation of the atretegy
18 to he achieved by the Secretary of Agriculture through a systomatic effore
to:

(1) improve communication and encourage cooperation among
Federal departments and agencies in the administration of rural
development programs,

(2) eliminate conflicts, duplication, and Raps in program
coverage, and resolve contradictions and inconsistencies in the
objectives, administration, and effects of rural development

Proge &ms;

(1) facilitate the sharing or common location of field offices
of Federsl agenices adminiptering similar or complementary programs
and unification of delivery systems, where fesasible, to saximize
convenience and accessibility of such sgencies and programs to
rural residents,

{4) facilitate and expedite joint funding of rural projects
through Federal programs;

(5) correct administrative problems in Federal programs that
desav ot hinder the effectave delivery of services, assistance, of
benefits to rural areas; and

4V
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(6} simplify, standardise, and raduce the complexity of
spplications, reports, and other forms required under Federal
rural developmsent programs.
The first scrategy report submitted in fulfillment of this requirement

waé the 1983 raport Better Country: A Strategv for Rural Development in the

1980's. 1/ The second report, Rural Communities and the American Farm: &

Partnership for Progreas, 2/ was published in i98e.

Tha stretegy reports were prepared by the Office of Rural Developsent
Policy (ORDP) under the direction of tha Under Secretary for Small Community

and Rursl Development.

DEVELOFMENT OF THE (983 AND 1984 RURAL STRATEGIES

The Rural Policy Act directed the Secrestary of Agriculrure co:

develop & process through which multistate, State, &ad substate and
local rural devalopment aeseds, goals, odjectivaes, plans, and
recommendstiona can De recaived and ssssssed on & continuing basis.
Such procsss may include the use of thoss rursl development experts,
advisors, snd conaultanfs that the Secratary daems appropriate, as
vell as the estadlishment of temporary advieory committee under the
tarms of the Fedaral Advisory Committee Act.

In addition, the Secretary ia authorised to hold hearings for the ,.-nose of
racgiving suggestions and recommendations for the strategy.

The process descridbed ip the 1983 report included the appointment of a
25-member National Advisory Council on Rural Developwent to provide "grass
voots” input. A Rural! Development Horki&ﬁ%?nup of the Cadinet Council on

1/ U.S. Department of Agriculture. Office of Rurat Development Folicy.
Better Country. A Strategy for Rural Deveiopsent 1in the 1980's. Washington,
U.S. Cowt. Print. off., 1983. 3{ p.

2/ U.5. Department of Agriculture. Office of Rural Development Policy.
Rural Communifies and the American Farwm: & Partnership tor Progress. Washington,
U.S5. Gowt, Print. Off., [984. 49 p.

.
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Food and Agriculiure was estadblished to review the stratagy, and efforts vere
made to obtain the views of Governors, State departments of sgriculture and

of community development, State legislators, the U.S. Department of Agriculture
{USDA), State Food and Agriculture Councils, public interest groups rapresenticg
sudstate distzicts and local unita of goveramant, nstionsl Indian groups, and
ioterest groups such as religious organizaticcs, aervice clubs, and uniocns. 3/
The authors cote that this procesa has yieldsd "more smpirical and personsl

evidence of rural conditiops than scientific, statistically 'provadle dats.'” &/

A BETTER COUNTRY: PRILOSOPEY AND FIRDINGS

When the resulty of this process were sorted out snd snalyzed, four major
concerns emerged as the Boat urgent issuas to be addressed in the 1983 stretegy:
1. lmprove rural facilities and services.

2. More effective application of cationa’ policies in Proframs serviag
rural America.

3. Better housing.

4. More private sector jods and higher income.
Other issues were rsised, but were not dealt with in the strategy: iocreaaed
incentives for health prectitioners to locate in rural &reas, tax credita for
voluntary community service; Federal control of sural lands; payments in lieu
of taxes; toxic wastes and pollution; energy costs; farm land preservation;
so1l ernsion; water quality and availability; sipimum wages for seasonal wortkera,;

rural historic preservaiion; rental housing vouchers as a substitute for wortgage

3/ Bester Country, p. 9-10.

4/ 1bid., p. 9.
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interest subsidies; strengthened farmer coopsratives for assistance in marketing,
finance, ind menagement; concentirstion on renewable resources; implementation of
the USDA “Prime Lands” policy; crime; and "human capital” enhancement through
aducation and jod training.

The 1983 scrategy includes @& clear stactemant of & "governmeat philosophy,”
which underlies the response to the concerns reised through the strategy
develapmant process. This governing philosophy, which attaches & high value
to local leadership and to joint public and private efforts to deal wich
community problems operates through four basic principles:

{1, To restore political quthority and flexidility at the levels of
government most accountadle to the people.

2, To streamline the Federal establishment to make it more responsive to
local and State prioriries, rather than the other way around.

3. To exploit the ability of private enterprise as well as governsment
prograss to benefit the public,

4. To build more effective partnerships detween pudlic and Private
efforts toward doth rural #nd patiopal progrees.

The governing philosophy aims at a reduction of the Federal role in rural
development in favor of increased activity dy the State, local and private
sectors. The srracegy also eddresses the issve of "poor progrem fit" of
naticoal programs which operate in rural ereas. Nations! programs frequently
40 not fake into account the smaller scale, sparser population, and more
distant yettlewent patterns of rural America. larger communities frequently
receive funds avtomatically, through predetermined entitlement formulas, while
smaller (ommuni{i€é mus{ compete for limited discretionary funds.

The governing philosophy and the perceptions of the cperation of national
ProRTamé 1n rural aress shaped the developoent of the strstegy reports submitted

in 1983 and 1984, The 1983 strategy was directed at rural areas generalliy; the

ERIC
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1984 ::;aregy directed -t:cn:xQn to one pcrcichnr aspect of rural communities,
the relationship betwren the agricultural sector and the communities &d jacent to
this sector. The recommendations for action presented in the 1983 report are
designed to rempond to the four concerns idenfified through the rural atrategy !
pracess. The 1986 recomsendations are designed to reapond to the econom®ic

pastnership between farms and cosmunitiss, as well &s to geaeral rural community

concerns. The recommendations of sach report are set out below, in some cases,

the 1984 report provided i1nformation on a&ctions taken to implement the 1983

tecommendations. This information is included delow in rhe 1983 recommendation

sUWRAries.

A BETTER COUNTRY RECOMMENDATIONS (1883)

The first concern set out in the 1983 report was improvements in rural

facilities and services. 5/

Critical to the prosperity of rural areas are reliable Toads,
bridges, water and sewer facilities, and other fixtures that are
the lifelines of Yural communities and regions. But the physical
underpinnings of older regions of rural America sre Wearing out
faster than thev are being replaced. And in areas of nev growth,
part:culariv in rhe South and West, pudlic facilities cannor keep
pace with growing public demands on them . . . . As for community
sefvices, while significant progress has been made in the last
decady, fural America continues o l1s8g dehind urban Aserica in
educstion, health care, transportation, elderly and child care, and
sther services, Within rural Americs itself, there is such diversily
26 aeed and resources that 0o single fural service scheme can be
utrtorsly effective.

The rocommendation in this &res was for enactment of the Administration's

New Federalism 1nitistive which, among ather things, would have incorporated

SO setter Counrtv, poo 10,
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the Farmers Home Administration’s (FeRA) programs for water and sewer loans,
water &nd sawer grants, end community facility loans into a Fedeal-State Block
Crant Program. Rural eress would be gusranteed the funds from programs that

provided specified amounts to ssall cities and rural cowmunities. Thie proposal

-
.
was introduced as B.R. 2650 and S. 763; no action has Desc ceken oo these bills.
The second concern related to more effective applicatiocn of national
policies in Drogrsms serving rural America, or assistance o rurel governmests. ;
Ths report finds that. §/
Though pudlic servica ressins principaily s part-time occupation
: in rural America, oo prodlam is too large or too stmall ¢o escap
: the responsidillity of the rurel government offic.al; yet, no
. official ie given less lesway in fashioning solutions to a deskful
: of dilemmas chan the rural pudblic servent.
The otratagy includes four recomsendations for improving the application of
nationa! policies in progrems serving rural Aserica.
1. Rural Regulatory Relief. The President’s Task Force on Regulatory
relief will address specific ways in svhich reporting and regulatory
requiremsnts of rural development assisancs programs msy be
significantly reduced through sdmicistracivs masas.
2. Techncial Rural Assistance foformetion Metwork. Networks sponsared
Jointly by local, State, regionsl, and naricnal authorities would
link techaical assistance sarvices with local rural development
lemders. The Office of Rural Development Policy will work wvith other
USDA egencies to provide technical assistence to Stetes choosing
to participate,
: 3. Rural Resources Guide. The Guide will catalog the nalure and scope
: of both private and pudlic rural sssistance &ctivities, and identify
effactive means of access to them. It will be svsi.adle in the
k! summer of 1984,
4. Rural Dats Collection. The Buresu of the Ceasus, Buresu of Lador
Statistics and Buresu of Economic Analysis will improve the quslity
and specificity of informstion colleczed and reported on rural srees.
6/ Better Country, p. 11,
Y
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The 1984 strategy reports that the Ecomomic Pavelopment Divisiea

of tha Scoaomic Research Service is cooperacing vith ORDP in
exploring the rural dimsneicas of four wejor dsts sources. The
Census Buresu is conducting a campaign to emphasize the avsiladilicy
and value of data centers oparsted dy State goveroments.

The third concern was the nesd for Detter rurel housing. Ascording to

the teport: 1/

The incidenca of substendsard housing continues to be wmore than
three times as high 1o rural regions as in urban areas. Adout
5.4 percent of rural housing is sudbstandard, compared with 1.4
percent of urban dousing.

The proposed solution wme the estadlishment of & rural bousing dlock grant

program, to be established by the Federal goveroment and admicistered dy tha
Statas. legizistion to implement this proposal has beev iatroduced (H.R. 2647;
§. 761) dut oo action has bsen taksy,

Private s~cior jsb creation and higher income were the focus of the fourth

ares of concern. According to the report, "The lack of §od opportunities
ramsins the srestest singls prodlem in rural America.” 8/

The strategy responds £o this concern with racommendstions dealing with
enterprise gones, trade axpansion and reform, and cradit io fural areas.

1. Rursl Enterprise Zones. The atrategy proposes the creation of 25
rursl enferprise Sones over a thres-ysar period, with the Zones
to be dasignaced dy the Federal Govarnment in rasponse to State and
local application. Federal incentives in the Zones would include
tax credits for capital investments and rehadbilitstion, and payroll
taxes for both employers and employees. Capital gains raxes would
be eliminated and tha svailadility of industrial development bonds
for small businesses locating io the Zones would be guaranteed.
Implementing legisiation has bees introduced in doth houses: K.R.
1955 and S, 863.

]_/ Secfer Country, p. 12.

8/ 1bid.
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2. Trade Expansion and Reform. The sirategy proposss to encourage
the formation of sxport trading companies to increate the export
of sgricultural and other rural products sad to more syetematically
disseminate Covernment~sponsored foreign mazket resesrch ané other
trade assistance to pudlic and private sural trads interests. The
1984 strategy reports thet the $small Zusiness Administration, the
Export-impoct Sank snd the Departmant of Commerce‘'a Internatiocal
Trade Admicistration have all taken eteps 20 provide rursl firms
with information on export opportunitiee. 3In addition, the USDA has
initiated an effort to incraase the sale of high-velue add value-added
agricultural products to foreign markets.

3. Rural Credit., The strategy proposes to incresse the range of financisl
services eveiladle in rural eress by implemsnting proviaions of ¢he
Caro-St, Germain Depository Inetitutions Act of 1982; by examining the
current delivery systams of Federal housing guarantse prograss in
rural areaa to determine the feasidility of using PmBA field offices
to improve access asd delivery; and dy instructing MmlA'e field offices
to provide aupport and technical sssietance o rural communities seeking
to undertaks community facility projects. The 1984 strategy reporta
that a nev program permits FPmiA field offices to provide inforwation
on Veterans Adminietretion and Federal Sousing Adminietration home
loan programe; :in addition, housing subddivisons approved for credit
by any of these three agenciea will de eligidle for loans fram the
other two agencies. A syetem of “certified lendar” banks is being
developed to handle USDA-gusrantesd lcans, and the Bostos-based
Financial Advisory Service has underteken a nev effort to locate
national acurcea of capital for rurel developsent.

RURAL COMMUNITIFES AND THE AMNERICAN FARM: FINDINGS (1984)

The 1983 rural strategy report concentrated on rural communities in general,
and especially on the impart of urban to rural migrerion. The 1966 atrategy
also deals with the general rural situation, but it includes a apecific focua on
one aspect of life in certain rural ateads: the relationship between fgrms and
rutal xmunities.

Rurel Communities reports the "most striking tact” to eserge from the

reveArch that was done for this report. over & miliion Americas farm families
depend on off-faxms sources for a lsrge portion of thoir snnusl income. The

American fgrmer's dependence on "off-farm” income has increasel from 42 percent

Y
&
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of total {ncome in 1960 to more than 60 percant todsy, Nesriy helf of sil
American fars operators raported in 1978 that their primary occupation was
socething ''other then ferming." Dependence on "off-fars" income has importent

implications for rural development policy, sccording to the repest: 8/

Part-tise farming is no longer & trensitional! stege during which fermers
and their family wembers take off-farm woTk on their way into or out of
full-time forming. Iasteed, such pert~time farming has come fo represent
a permenent and importaui past of a stadlo, multijod rural cereer.

. -3

Ferms with less then $40,00 in snsual ssles, & group in which most of
the fars families raport ocutaide jobs, comprise just over 70 percent
of all farms.

Farms vith snnual sales between §40,000 and §100,000 may be candidates
for economic extinction before the decsde of the 1980's is out. Farms
will either be larger or smaller, as the demand of daily farm operations
and the need for substantial outside incoms on farws of this size are
increasingly incompstible.

By the end of this decade, the share of farw family income derived from
off-farm sources will significently exceed the current asount of about
two-ghirds.

0ff-farp income helps stadblize total farm family income, since income
from farming can fluctuate significantly from year to yesr.

Encouraging more privali scctor JOD OppoOrfunities and more ativactive
fuial ifvestmen{ opportunities for fareers thus become clear snd urgent

abjectives of rural development.

Civen al! theae facts, the American fer® and the vital rural comsumty

cust meve forward together, In sany rural areas, one cannot succeed
withoutl the othet. A strong working partnership cen wean progress for
both,

RURAL COMAUNTTIES AND THE AMERICAN FARM,  RECOMMENDATIONS

The 19R% sirategyv propowes to help stiengthen (he partoership hetween

ene tarm and rurs!l Jommunities through four actions

G Rarey Vemmunities, p. 23
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PuBA fisid offices vill suppiy rursl satreprensurs vith information on
Swell Busineas Administration progreme chat may be useful in che
development of new rurel businesses.

A greater effort will be made to provide Coverament~sponsored technicel
and management esaistance to furel, as well as urdan, enterprissa.

Ao icforsation exchange of innovative, smaii-~scale rural dusioese
opportunities will be escadlished by the Department of Agriculture.

The Departmant of Agriculture will spacifically includa in ite future
soalysis of fers policies their potentiel impact oo the nonfars rural
econcmy end 00 rural communities.

In addition to these propossis, the 1984 strategy has developsd eight

Tecommanded steps aimed at strengthening the capacity of focal rurel lesders to

sanage solutions to lecal prodlems, Thesa Steps are to bds taken with rhat goal

ia mind:
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Additions] menagewment and technical assistance will de provided
through a national volunteer program involving retired pudlic
service employaes,

Thet Federsl Goveromant will, oo a pilet project dasis, assist Statas
sad loral rurel goveroments is developing sethods for making
comprabensive asswesments of local transportation conditions snd
seeds.

The Rural Electrification Adwinistration will conmduct s rursl impact
study to assess the potential effects of changes in the gtructura of
the telephone industry on all rural people gnd formard ths study to
the Federal Commumicetions Commission for rheir review.

The help improvs the management and protection of rural natural
résources, the Depsrtsant of Agriculture will spend a greater ghare
of its conservation budget on soil erosion control, fiood protection,
snd weter conservation.

The Deparcment of Agriculture will provide technical gasistence for
Federal and local participation in farmiand protection programs.

The Department of Agriculture will encourage greater participation
by young people and other voluntesss in rural conservation projects,

To improve coordination of goversmentwide rural development afforts,
411 Federal agancies whose policies and programs gffect rural sreas
will be asked to submit reports to the Depertment of Agriculture
descriding their work on behslf of rural America,




i

O

ERIC

Aruitoxt provided by Eic:

8. To help ensure that rural coasiderations are accounted for in all
relevent Federsl actios, & rural affairs staff position will be
designated in all appropriste Federal agencies.

SUDGET ANALYSIS

The Rural Development Policy Act requires that the sonual strategy report
sbould include “an snalyais of the budgetr racommandstions of the President for
the fiscal year following the trascmittal of the strategy or update of the
atrazegy and of g1} the availadie dudget projecticos of the Presidest for
subsequent fiscal years, sod projectione regarding the dudget thet are relevant
or ssasatial to the rursl developsent policy end the rural development strategy

. . ." The 1983 and 1986 documents include s section daaliog with rursl
developmant budgets. v

Four aress are aneiyezed: cowswmity and infrastructurs developaent,
business and goveroment economic sasistance, housng and credit assistance, and
“ather selacted programs,” which incluée revecus sharing and farw assistance
programs. The distribution in the snalysis is Dased on data from the Economic

Research Service's report Yedersl Fucds in 1980,

According to the analysis, the FY8S budget calls for about §120.9 dillien
for development and farm assistance, with $32 billion allocsted to rural areas,
The comparable figures for FY 83 were $100.8 dillion, of which $28 billion

wak intended for rural arsas.

$SO mdb; db
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ARAL DEVELOPMENT PROGRAM3: BUDGET TRENDS FY80~FYS3

Qural residents snd cormunities reée!va Fedaral funds for many purposes;
gome of thede fanding sou™ es~—ea.g., Medsca{d, sctool lunch programs--~arse
gvatlabla 2o all whe a2eet the criteria of the pragram, wherever they mayv live.
Jtner funding sources are designed specifically for use {n apecified -.aces,
such as rural sraas; 418 repcrt focuses un seven of the lattev programs, all
of whiah are adzinistersd by the Farsers Home Administratinn (FmHA), The
tadvie below shows tutal funding levels since FYBQ for businass and induslirial
toans, rural planniag grants, and rurel fire protaction grants. The Appendiz
to this report provides a full funding history since FPYBC for each of the
programs.

TABLE 1, PaHA Non-Farm Rural Development Programs
Funding levels, FYB0-FYBS

Ffscai year Budget authortity
194D $2.% bhillion
1941 $2.0 biilian
IREN 0.9 biiljon
13 $1.3 biilton 1/
LM ' $NB biilise
AL _ $P.4 biliton
T AR EY l-x::--_c_ Tya -:XLl'iun‘ {n Emergency J_q_t:'l'.ﬁ.'p.br.,pr' istion tqnd; [
ﬂ) 5 » rj
Ao . 4L
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“loans, lnd water and sever grantl vnu propnnd {or conloudnlon nto the

_State Mega-Block Grent under tha Administration‘s 1953 Pedareliom mcu:xv..

Table ! shows that the eeven rural developmeat programs have experienced
¢ reduction of $1.9 billion since FYS80. Two of the programs, bueiness and
{ndustrial grants and rural planning grante, have not been fuaded since FYS1.

There are several reasone vhy thess programs have experienced reductions

in funding levela. One is the Neagan Administration's general philosophy to 3
reduce Pederal Government involvement in area or regional development programs

aised 8% the development of particular places, fnclucing rural places. ;
Another riason is that rural development funde are classified ae “domeetic

flecretionary” fuads. Thia cleea of funds has been describec aa the most B
"controllable™ part of the budget, meaning that they are parti ‘ularly :
sttractive to those sesking budget and deficit reduction targets. FPinally,

scet rural develepment programe opereted by FallA are credic jrograms; .
consequently, they are affected by overall credit poiiuiis. \eginning {n the *‘
later yeare of the Carter Adainistration, there has been a sontinva.g ttempt f:
to establish grester control over Federal credit ectivities, and to bring thes 3’:
into the regular budget process. _:;;

As the funding hietory in the Appendiz shows, the years since FYSO have .

3
'y

g e

:
. i

been years of uncertainty for these seven rural development programs. 1In a

aumber of Yeers, there wes sore than one budget from the Muinistretion, and

o

the later versions seually included Proposals for reduced levele for the

LT PR

prograns. Rescission and deferral propoesls ware not uncommon. Two prograus

have received zero funding since FYSl, end other programs have baen funded
by the Congress in-epite of Adminietration uquuu‘ for sero funding. In

Addnion. :hru o! the programs , water A_nd sewer lonnl. eo-untty hcuicy

the Congress took no sation an thie proposal.

§
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It should be noted that budget trands in gensrally-available programe may
have an lmpact on rural areas at least as significant ae the programs included
in this report. For example, black lung benefits, which are available to anyone
who suffers from & lung disability related to ceal mining, wherever they may
live, amounted to $1029.5 dbillfon in FYS0; S7.7 parcent of this money was
distributed in nonmatropolitan areas. 1/ Therefore, any change {n the level
of banefits under this program would have a significant {mpact on rural areas,
though the black lung program is not thought of aa & rural development prograns. R
The programs reviewed in this report are only one aspect of the total plecture

of budget trends affecting nonmetropolitan areas. "5&)

COMMUNITY AND RECIONAL DEVELOPMENT

Most of the Pederal programa that are directed to epecific places, such

ae rursl areas, fall within the community and regional development function of fz"-“
the Budget (450). The direction of the budget eince TY 1981 appears to be a -
faithful reflection of the community develomment philcacphy expressed by
President Reagan during the 1980 election campaign. Essentially, it envisions

——F
8 smaller Pederal role in community development and an increaeed local and fi

private role. Punds would be made svailable not through Pederal grants or

boE e

loans but through the adoption of "overell r:onomic policies that will stablize
the dollar, spur job creating investment, revar¢ savings, and leave more tax

dollsrs 1n__ch_e poclutro'f local taxpayere . and in the coffere of-their local: - --

1/ U.S. Department-of Agriculture. Peonomic Nesearch Service. Ecdnomic
Development Division. Federal Funde in 1580: Geographic Dfatribution and
Recent Trends. Washington, U.S. Govt. Print. Off., 1982. p- 47,
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governments.” 2/ This continuas to be tha philosophy of the Administration, as

the FY 1983 budget documents emphaaize:

{Pederal community and regional development] policy recognizes
that the most iaportant stimulus to lasting community and
s regf{onal development 1is a sound, expanding economy and that
S private, State, and local deciaions and reaources should have
the primary role in community and regional development. 3/

The Administration considers existing tax and market incentives
for private sector investment in rural areas plus the reduction
in inflation and in market interest rates achieved over the last
3 years sufficient to stimulate development of rural business
and induatry. Thus the naed for Govarnment guarantees for loans
to viable rural businesses is sharply reduced. &/

The Administration continuously has called for eliminating the !cono&tc +

Development Adainistration (EDA), which commits about 40 percent of its funds

to rural areas, and which has been ¢ significant component of Federal activities

ained at development of placea. The Administration's arguments in support of

their objective 1llustrate its perception of all of the “place-oriented” prograss

of the Federal Government, including those directed to rural areas: 3/

There 18 no convincing evidence that these prograas have
been effective in creating new jobs or capital investment,

or are actually needed to promote local and regionsl economic
development . . « . Economic expansion and job creation in
distressed areas will be atimulated through general tax,
fiscal, end regulatory reduction measures and more flexible
community davelopment support aasietence.

2/ Reagan, Ronald. Presidential Candidates Speak Out on Small Towns.
Small Town, v. 11, September-October 198C. p. 5.

3/ U.S. Executive Office of the President. Office of Management aud

Budget, Budget of the United States Governnent, FY 1985. Hashington. U.S'.

Govt, Print Off.,- 1984. »p. 5-86. -

4/ - U.S, -Executive Office of the Prelident nffice of %anagement and
Budget.  Major Themes and’ Addialonal Budget Details. Fls(al Year 1985-
washlng\an. .8, Govt. Print 0ff., 1984, p. 298,

5/ .8, President, l981--(Reagnn)~ Aerica’'s New Beginning: A Program for .
- Feonomle Reenvecy. Washiagton, U.S. Govt. Print. 2ff., 1981. p. in,
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The Adninia:ra:gon has justifisd the proposed elimination of EDA, in psrt, on

the grounds that aconomic davelopmant assistance for rursl araas will continus

to be available through the PMaRA programs discussed {n this report. However,

the FaHA community development programs have been fundad at reduced lavals,

so it 19 not likely that they would be able to replace EDA funds. The Congrass

nas continued to fund EDA, although the lavel of funding has baen raducad.
Funding for "placa-orientsad” progrsms violatas ths Resgan Adminiatration‘s

philosophy of government. Such funding is also jeopardized becauss whila the

community development and econamic subasidy component of tha budgat makes up a

& small part of totsl outlays (2.2 percant {n FY 1985), it accountad for an

estimated 15 percent of domestic discretionary outlays in FY 1984, §/ Domeatic

discretionary outlays have been dascribad as ths most "controllable” part of
the budget, and therefore are vulnarable to budgat and deficit reduction
actions. The Administration proposed to raduca community davelopment and
aconomic subsidy's aharas of total domestic diacrationsry outlays to 7.7 percent
in FY 1989; 7t proposes to achieve this saving by emphasizing reductions in

the private sector's share of this funding, as opposed to funds directed to

comnunities. 7/

6/ U.S. Fxecutive Office of the President. Office of Management and Budget.

Ma jor Themes, p. 11. This document does not includs rural development programs T
in the communlty development and economic aubsidy component of the budget -
discussed here. Instead, rural developmant {s includad in tha agricultural ST
economy component., However, aince rural devalopment is elsewhere included in

the community developmant functions and since the prograas that are included are
significant for rural areas (e.g., EDA, Appalachian Regional Commission) this . ...
Jevelopment ‘scems relevant to this report. ™ = 7 R A Co
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rother than grent progrems, this policy has been eignificant for rural sreas.

"Budget, 1985, p-- MLS.

CREDIT AUDGET IMPACT ON RURAL LOAN PROGRAMS

Reducing the cradit activities of the Federel Government has baen & goal
of the Resgen Adminietretion since it took office. Since grester accass to
eredit in rurel erees is o major element of existing rural development progrems, Y

end since the Fermers I,  Administration historicelly has relied on loen

The Administretion originally justified reductione {n credit activity on (S
the basis of its findinge that "cr> * progrems that were designed to promote
sconomic development . . . have had little or no messurable resulte or have
exacerbated existing Probleme by interfering with the efficiency of privete
financiel markets.” 8/ It continues to work toward grester control of Pederal
eredit programs, srguing that: 9/

Fedoral eredit 1o all ita forms imposea coste on ths U.S.

aconomy that must ba weighed sgainst ite bessfits. TFederal
{ntervention through Susrantess and dirsct loans may misdirect
investmant and preempt capitel that could be used wors efficiently
by unsubsidized, priveta borrowers. Beceuse federally assistad
borrowers sre fraquently lsss productive than privets borrowers,
large Pedersl credit dewmsnds, snd the degres of subsidy involvad
in Pedersl credit sctivity, must be reduced Lf we ere to improve
proapects for aconomic growth.

In addition to reducing the lavaels of funding for rurel development cradit

activities, the Resgan Administrstion.supported legisletion initially dsveloped

g e o

by the Carter Administration to sake such credit mors costly to borrowers. The

{ntent was to reise the interast rate on several rurel development loan prograsms

8/ U.S. Executive Office of the Prasidsnc. Office of Manegemant and Budget.
Bud{;t Revisions; Piscel Year 1982, Washington, U.S. Govt. Print. Off,, 1981.
po 7. o e e L R S T

9/ U.S. txecutive Office of the President. Office of Manegement and Budget.
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from 5 perceat to s figure closer to the average sunfcipal dound rete charged

- on similar types of projects. Currsat legislative provisions ungunh [}
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three~tiered rete structurs ranging from 5 perceat for low-income communities
to marhet rate (currsntly 9 5/8 percsut) for another segment of commuaities,
vith s rats halfwey betwean thesas lavalas for other communities.

One criterion used in davaloping the Admintstretfon's credit raduct -~
proposals was tha “"spplicetion of rigorous standards to economic subsidy
programs.” Cuts in rurel development credit program rasultad from the
Mainistretion's epplication of this griterion to three programs funded through
the Rursl Development Insurance Pusd. Thase programe ars dascribed below.

Tha Businass and Industriel Loan Program, which the Reagan Adainfstratfon
proposss to eliminats, was astablished by the Rurel Devslopment Act of 1972
to facilitata the develomment or improvement of business and industry in rural
areas, to stimulata economic growth, to create suployment opportunitias, and to
improvs the snviromment. Loens say de made for the purposes of financing
business and industrial acquisition, construction, conversion, snlargsment,
repair, or modarnization; finsncing the purchass sad drvalomment of land,
eassments, righte-of-vay, buildings, facilitiass, lassas, machinary, supplies
and matarfals; paymant of start-up costs; and supplying working capitsl. Loans
have been wade to aining, tranaportation, snd 'uau!leturtn; companies, retail

and wholesalas businassas, alcohol production facilities and ssrvice ortintcd
businasses. In PYS0, with $1 billfon in budgst authority, 1,160 loans were
msde under thie program. Tha TFYB4 funding lavel of $300 million supported an

estimated 272 losns: _The Administration proposas_no funding. for-the Business - -

’
AR
[N

et i it lr'Mth@Fﬂé‘% .




R L

- H-F.w "!H 3

O

ERIC

Aruitoxt provided by Eic:

and Industrial Loan Program in PY85, “Becausa it has not demonstrated sufficient
effectiveness to merit continuation.” 10/

The Water and Sewer Loan Program wes .lélblllhed vith the objactive of
providing basic humsn amenities, alleviating health hazards, snd promoting the
orderly growth of the rural areas of the nation by 3eating the need for new
and improved rural vater and waste disposal facilities. Projects have bean
funded for the following purpos :s: construct nev water Systea consisting of
waterlines, puaping station, wells and storage tanks; water systea imptoveuents
consisting of additional waterlines, new water treatment facility and boostr:
pump; renovation of existing water systea which includes new distribution lines,
wvells and pressure tanks; replace Sewage treatement plant and improve sewage
collection lines; and rahabilitate Sewage tollection iines and construct lift
station, The program 1s designed to serve communities with less than 10,000
population. In PYS0, with $700 million in budget authority, 1,825 losns were
asde under this program. The FY84 appropriation of $270 million supported an
estimated 635 loans. The Adainistration's proposed FY8S funding level of $250
million would support an estimated 549 loans,

The Community Facility Loan Program authorized by the Rural Devalopment

.t of 1972 was intended to conltruc£. enlarge, extand, or otherwise improve
community facilities providing essential services to rural residents. Loans
have been made to establish rural health clinice in wedically und;rlcrved
areas, purchase fire fighting aquipmant for rural towns, construct new municipsl

buildings, build riew schools to serve rural counties, and renovate hospitals .

—— ——— s . . e e o -
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to meet current 1{fa/esfaty codse. The FY80 funding level of $240 millfon

peraitted the funding of 674 community facility projecta. In FY84, the $130
million funding leval was axpected to support 311 loans. The Adainietration
proposes an FYBS funding level of $100 millfon, which would fund an estimated

223 projecta.

GRANT PROGRAMS

Four rural development great programa, two of which are directly related
to the loan programa deacribed ebove, are includad in thia report. Although
the grant programa have bean sffected by the eame reduction trend s the loan
programa, and in fact two of them ara no longer receiving any funda, the impact
say be somevhat leas severe becauee of the hietorical preponderance of loan
programa in MiA'e rurel development afforts.

Industrial devalopment grants ware authorised by the Rural Development Act
of 1972 to fecilitate the development of buainesas, induatry and ralated amployment
and a0 to improve the economy of rural communitiea. Grant funda could ba used to
finance industrial sites in rural sreas including the scquieition and development
of land and the conatruction, converaion, anlargement, rapair or modernization
of building, plants, machinery, equipment, sccess atreeta and roada, parking
areas, transportation sarving the site, utility extenaions, necesasry water
supply and waste disposal tqcilitien, pollution control and abatement incidental
to site;davelppuent,_fgpl, and rqflnnnéing. In FY80, this program vas _funded at.
a level of §10 Qil;lon, and 196 grants were made. The progam was last funded .
In FY8L, 4t a level of §S mtllion. . . TS

‘Water and Sewer Grants were authbrtzed by the Rural Development Act of

_1372 to supplument the existing water an& sewer loan program. Grants may be
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used to pay intarest on loans, operations end msincenance costs, or to acquire
or r;fiunco an sxisting systsa. The grant progrea is used primarily in
conjunction with the loan progras to lower the user charges for ths proposed
systeas. In FYS80, $300 sillion were available for this progras; 1,011 grente
vere svarded. The budget sstimatse that in FY84 the funding lavel of $93.7
aillion will support 253 grants. The Adminietration's proposad PY8S funding
level of $90 aillion would support en satinaced 227 grantas.

Rural development planaing grents wers euthorissd by the Rutel Devalopment
Act of 1972 for uase in the development of comprahenaive planaiag for rural
development, especially as such planning affects the unemployed, the underemployed,

thoss vith low family incomes, and minoritiss. The major objective wae to achisve

more sfficlant coordination and targeting of Pederal and non~Faderal rural
development sctivitiss, The FY80 budget euthority was for §7 million, which
supported 184 grants. The program ves last funded in PYSL et s lavel of §3
aillion.

Rural fire protection grante <ire suthorized by the Cooperstive Forasstry
Assistance Act of 1978 for the purposs of organising, treining, and aquipping
local fira-fighting forces ia rursl areas. The FYS0 budget suthority for

this progctem wes $3.5 million. The FY84 sppropriacion of $3.2% million ie
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APPENDIX: RURAL DEVELOPMENT PUNDING (In Niilgons of Dollare)

Business & Business § Rursl Rursl Pire Community
Water & Sewer Water 6 Sewer Industrial Industrisl Plenning Protaction Pacilifcy
Graats loans losns Grants Grants Grants Losns -
(12-2066-452) 1/ (12-4195-452) Y (12-4133~-482) 1/ (12-2065~452) 1 (12-2068-4%2) 1} (12-2067-452) 1Y) (12-4153-4%2) 1/
(10.418) y (10.418) 2/ (10.411) 2/ (10.424) y (10.42¢) 2/ (10.484) 2/ (10.423) 2/
PISCAL YRAR 1980
Mthortsatfon = — . cyp9° o 10003/ T 4500 - o - NS T open .. .300 Y s
190 Budget Authority 300 700 8,000-- -0 g0 T L T R K e )
PISCAL YRAR 1981
T Jamiscy Pudget B
\ Requast, PY 8t 284 100 96 10 S 0 240
T March Budgaet
& sevietons, ry 81 100 400 1 0 0 - -
“_-' April Rescisdfons, ’
’ rY 1960 - ‘e - - - -
Proposed: 73 2
ﬁ House! Q 2
=. Sanate: 50 0
1 Conferance: 10 [}
> Appropristions, PY 81 200 750 M ] 5 .3 260
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Grants
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RURAL DEVELOPMENT FUNDING (In Milliona of Dollars)--Continued
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(10.418) 2/ (10.418) 2/ (10.411) 2/ (10.424) 2/ (10.426) 2/° (10.664) 2/~
PISCAL YEAR 1982
Januarty ludinl L . .. L
Inqucnt. IY 82— - - .- -.-100. 2818, T z _SOQf_ 0 L S 6 0
March Budgat o - S ] ) .
Raquest, FY 82 100 300 0 0 0 0
March Resciasiona, .
Ty ¥l
Proposed: 160 ? 1.5
Housa: Rescind 50, Defar 2 Defer 1.5
Deflar 110
Senste: o Resc 42 Defur 1.9
Conferencal 0 Defar 2
-laconclltatlan
(P.L. 97-15) &/
rY 82 154.9 300 8.0 4.7 3.5
rY 83 154.9 5.2 4.9 3.8
rY 84 154.9 5.5 5.1 4.0
" Appropristions, PY 82
House 150 “ 450 300 0 0 3.5
Senata 100 329 300 0 0 1.0
P.L. 92-103 123 375 300 [} s [¢] 3.25
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APPENDIX: RURAL LEVRLOPMENT PUNDING (in Millions of Dollars)--Continued
Buatness & Busineas & Rural Ruval Pira Commuaity
Watar & Sewer Water & Sewar Industrial Induatrial Planning Protection Pactiicy
Crante Loans Loans Grantse Granta Grants loana
(12-2066-452) 1/ (12-4155+452) L/ (12-4135-4%2) 1/ (12-206%-432) 1/ 12-2068-432) i (12-2067-452) 1/ (12-4155-432) 1/ i
(10.418) 2/ (10.418) 2/ (10.411) (10.424) 2/ (10.426) 2/ (10.664) 2/ (10.423) 3/
~ PLSCAL YEAR 1983
Budgatr Request, FY 8) . . 200 e 03000 s e L 0 - - == e 0 130
Appropriationa, FY 8y - v < S - R T - e o
’ : : 0 e 1Y S I 77130 : ..
‘House . - 125 : 373 300 0 0 BRI X AR § '
Senate . ’ 123 300 350 0 0 T3.2% 130 : T
Pl 97-370 123 75 300 0
P.L. 98-8 150 450
(Eastgency iobg
appropeistions)
Rl :
f,v " ’ Lo .‘.’..’.,'_
S PISCAL YRAR 1984 . A ST )
[ - ) Coee
Budget Request, FY 84 90 ’ 250 ] o 0 L I . 100 R
W Mmpropetatione, Pres L 2
’ . -
Houge 125 375 300 0 0 . 3.2% 130 2
Senate 90 270 300 0 [¢] } 2?5 130 Xz
e . P.L. 98-151 90 210 300 0 L] 1.2% 130 ’
- (Continuing Resolution)
r_ - e e e et e e e e e e e e L . e . - e - «-. b "
R See notes at aad of table. .
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