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RURAL AREA REVITALIZATION ACT OF 1987;
AND THE RURAL DEVELOPMENT REORGANI-
ZATION ACT OF 1987

TUESDAY, MAY 19, 1987

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON CONSERVATION, CREDIT,

AND RURAL DEVELOPMENT,
COMMITTEE ON AGRICJLTURE,

Washington, DC.
The subcommittee met, pursuant to notice, at 9:35 a.m., in room

1302, Longworth House Office Building, Hon. Ed Jones of Tennes-
see (chairman of the subcommittee) presiding.

Present: Representatives Tallon, Evans, Stallings, Penny, Nagle,
Jontz, Coleman, Gunderson, and Grandy.

Also present: Representative Johnson, member of the committee.
Staff present: Phillip L. Fraas, counsel; Charles R. Rawls, associ-

ate counsel; Vernie Hubert, assistant counsel; John E. Hogan, mi-
nority counsel; Glenda L. Temple, clerk; Robert A. Cashdollar,
James W. Johnson, Jr., Bernard Brenner, James R. Lyons, and
Susan Adkins.

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

Mr. JONES of Tennessee. Good morning. The Subcommittee on
Conservation, Credit, and Rural Development will come to order.

We have a rather long agenda today of witnesses. We're proud of
those who are here, and we're very anxious, indeed, to hear them
on this very vital b ubj e ct in which this subcommittee is very much
interested.

After I read my statement, I'm going to yield to Congressman
Coleman, the ranking minority member of the subcommittee, who
is at the witness table now, for his statement, and then we'll start
with the witness group. If he's here, the Honorable Vin Weber,
Member of Congress from Minnesota, will be the first witness. If
not, we'll take the Honorable Peter Myers.

Today's hearing opens a new agenda for the subcommittee this
year. Both Mr. Coleman and I are deeply interested in what's been
happening to our rural communities. Following on the heels of the
agriculture recession we have witnessed a serious stagnation and,
in some cases, a virtual collapse of the economy in some rural
areas.

This has happened while the administration has made an all-out
assault ever the past 6 years on rural nonfarm programs at the De-
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partment of Agriculture. The budgets of the Rural Electric Admin-
istration, the Farmers Home Administration's Water and Sewer
Program, the housing programs and business end industry pro-
grams have been seriously slashed.

However, we may now be entering a new era of concern, both
within the administration and the Congress. Congressman Ccleman
and I have introduced separate rural development bills and, addi-
tionally, we have cosponsorea each other's bills in order to illus-
trate our mutual commitment to dealing with this issue.

I understand the White House has had a task force working
toward some type of rural development initiative and numerous
groups an associations have been developing ideas and proposals.

Today I would like to get some discussion of my bill, H.R. 1800,
the Rural Area Revitalization Act. The act makes use of a relative-
ly new financial assistance tool in the Federal catalog, the Rural
Development Loan Fund or RDLF. This fund, authorized under the
credit title of the 1985 farm bill, makes loan capital and technical
assistance available to rural business people through nonprofit
agencies dedicated to rural development. In using such private
sector groups, this act avoids expanding the Federal staff required
to deliver local services and provides room for innovation unen-
cumbered by Federal red tape.

The Rural Area Revitalization Act builds on the promise of the
RDLF in several ways:

No. 1, it authorizes the expansion of the capital available for re-
lending through public and private nonprofit corporations, includ-
ing cooperatives, by $20 million per year. The terms and conditions
an rently applicable to the RDLF would apply to these funds as
wall.

No. 2, it authorizes a complementary grant program of $25 mil -
kion per year for business capital and public improvements which
would support the present RDLF lending activity.

Three, it authorizes a new grant program to support the work of
local private nonprofit and public development agencies in search-
ing out new business opportunities and helping existing and pro-
spective entrepreneurs to take advantage of them. This program is
authorized on a pilot basis for the next 5 years, at a level not to
exceed $25 million per year.

In addition, the Rural Area Revitalization Act would provide a
new source of innovation in a longstanding, successful Federal
effort to provide essential services- -safe, affordable drinking water
suppliesto rural communities. The act authorizes a $10-million-a-
year program to explore new ways to meet the needs of geographi-
cally 'solated and low-income rural residents whose needs are not
read;ly met by the construction of central public water supply
system facilities.

I look forward to any criticisms or suggestions for improving this
fairly minor initiative as well as our witnesses' suggestions for de-
veloping a more comprehensive rural development policy.

With those remarks, I'll close and recognize Congressman Tom
Coleman, who is at the witness table.

[H.R. 1800 and H.R. 2026 appear at the conclusion of the hear-
ing.]
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STATEMENT OF HON. E. THOMAS COLEMAN, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF MISSOURI

Mr. COLEMAN. Mr. Chairman, thank you very much. I'm chang-
ing my seat here for the moment to become a witness before our
committee.

My colleagues on this panel and I know oftentimes we sit there
and wonder how these witnesses can have so much ir formation to
impart to use, and yet when I started putting down my own com-
ments and thoughts, this is definitely going to run probably more
than 5 minutes, but not too much longer. I ask the indulgence of
my colleagues.

I am pleased to testify today because of an issue which I think is
very critical, and that's rural development, and specifically, Mr.
Chairman, to address the bill that I have introduced, along with
your cosponsorship and those others on the committee H.R. 2026.

As we know, 2 years ago those of us on the House Agriculture
Committee spent literally hundreds of hours coming up with a new
1985 farm bill and a farm agricultural policy for this country for
the next 5 years. While parts of that bill are working, other parts
of it are not. Regardless of your own philosophy or viewpoints on
what you think might be in an agricultural policy, the fact remains
that what we did was essentially pass a traditional agricultural
policy. A traditional policy of set-asides and price supports might
have legitimately served as a rural policy also in the 1930's, but in
the 1980's I think that it does not and that we need more as far as
rural policies go.

If you look back into the 1930's, at that point in time a quarter of
our population actually lived on the farm and the majority of
people who lived in rural areas lived on the farms. As we know,
less than 3 percent of the population today is farmers, and yet I
think the surprising statistic is that we have almost 25 percent of
our total population in this country living in rural communities.
Simply put, the traditional farm policies of the past are too narrow
to address the complex economic and social problems facing rural
Americans today.

Mr. Chairman, as I started putting together this rural develop
ment initiative, it became obvious to me that there is a mindset in
this country, in this town really and capital city of Washington,
and that is that there is a problem in rural America and it must
deal with agriculture and therefore must be solved by agriculture.

I'm not necessarily sure that's the case. I think what we really
see is a whole new set of circumstances, and the conclusion that I
derive from that is that the farm crisis does not end at the farm-
gate. We, in fact, have a rural community crisis today which is af-
fecting every sector of our rural economy and lifestyle from its
schools to its health care services to shops on Main Street.

I think in order for us to really address these problems we have
to do something new, different, and nontraditional. We need to
throw off our blinders here in the Congress and look beyond the
farm to the farm families. So often we are caught up with actually
trying to derive a policy here for the family farm that we've practi-
cally lost sight of the people who occupy those farms and that of
course is the families involved who are going through some tremen-
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dous economic and social and emotional stress in these communi-
ties. They need compassionate, humanitarian assistance that they
just can't get from traditional farm agricultural programs.

If these families and communities are going to survive in the
1990's, and there are definitely some studies showing that towns of
1,000 or fewer people are not going to survive into the 1990's, then
we need to have a national rural development policy that's de-
signed to meet the specific needs of rural America.

It was a fellow Missourian who once saidit was Mark Twain,
M.. Chairmanhe said: if you put all of your eggs in one basket,
be sure and watch that basket. I think that's what we've seen here
in rural areas. Traditionally, agriculture has been the basket we've
put all of our eggs in and that's a fragile basket today.

What we need to do is diversify as well and to plan for and do
and make transitions into a diversified economy with economic de-
velopment.

I think most of our colleagues here in the Congress are certainly
aware of the urban poverty that we have in this country and have
experienced in the past. But I don't believe they fully comprehend
the poverty in rural America. The fact is that while we only have
24 percent of the population of the United States, at least by 1985
census data we also have 38 percent of the Nation's poverty; 67
percent of the Nation's substandard housing; and a higher unem-
ployment rate than in urban areas of this Nation. Our per capita
income in farm counties has fallen from 91 percent of that of met-
ropolitan areas in 1973 down to 76 percent of that standard in
1984.

Because of the falling in my area, dramatic fallings of values of
agricultural farmland, we have seen the tax base erode for many of
our local communities as well. Those for 1 governments now are in
many cases unable to provide the bae .nmunity services which
are necessary. They are, in fact, trying to plug the dike by sticking
their firgers in it, and now the dike itself is eroding away.

More alarming statistics are the underemployment that we see
in rural communities, and that would take into account part-time
workers as well as substandard salaries. If you take those into ac-
count, you can see that because of the relative isolation that rural
workers face, as well as unlikely to find new job opportunities, they
are hiring below their standards of where they could be. They are
also unemployed for longer periods of time in rural communities.
Therefore, we see a higher underemployment statistic in our rural
communities.

I won't go over subjects that this committee is very familiar
withabout foreclosures on banks and failed banks and businesses.
We all know those in our districts. But let me just say that many
people are leaving rural communities because they are voting with
their feet. They are choosing not to live in rural communities be-
cause there's no economic viable job alternatives.

Between 1983 and 1985 we've seen the population of nearly half
of our rural agriculture-oriented counties decline. Unlike the work-
ers that preceded them from the farm who have moved to the cities
to have a semiskilled job, these are people who are leaving farm
communities today to go to I' cities and find that they're having

jto accept lower paying service jobs and they're being turned away
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from higher paying jobs that require more skill and technical
knowledge.

It's estimated that 2,100 farmers leave the farm every week. In
my own State of Missoc ri 102 farmers quit each week.

To address the complex problems of rural America to restore its
viability, Congress must develop a national rural policy. The rural
development initiative that I have drafted and introduced, along
with you and other members of this committee, is a blueprint for
that policy. It addresses the human side of the equation of the farm
crisis and offers a realistic strategy to strengthen and rebuild rural
economies.

Specifically, H.R. 2026 is one of the four legislative proposals in
our rural development initiative. The main provisions of this bill
that we have before us today, first of all, creates a Rural Develop-
ment Administration, a lead agency, if you will, to coordinate all of
the activities and a better, efficient management of programs that
impact rural communities.

Mr. Chairman, we went to the General Accounting Office and
asked them how many programs actually impact rural areas. They
didn't know. We picked up a couple of books and thumbed through
them and looked at some of the programs that we knew impacted
rural areas and found that there were 220 or more programs that
we have in the Federal Government that impact rural communi-
ties. They're administered by 20 different agencies, and fewer than
40 of them are actually administered by the current USDA.

What we're trying to suggest is that there are a lot of things out
there that need to be coordinated and better delivered, and that's
why we are proposing creating the Rural Development Administra-
tionto be the advocate of rural America and to manage better
and more efficiently the programs that we even have today.

We're also proposing to reflect the new mission, the comprehen-
sive mission, of the new Department of Agriculture by naming it
the Department of Agriculture and Rural Development.

We're asking the General Accounting Office, incidentally, to
make a thorough survey of all of these programs currently outside
the jurisdiction of the Department of Agriculture, asking them to
report back to us and Congress, to let us know about the efficacy of
transferring many of these activities that are outside the frame-
work of USDA to the new Rural Development Administration.

We foresee this lead agency administering two block grants that
we're providirg for. One of them is called the Investment and In-
centive block grant, which basically will provide seed capital to
communities for rural economic development activities and encour-
age private sector development as well.

The other block grant, which we call the Infrastructure block
grant, works because of the erosion, as I alluded to earlier, of many
of the very basic services in rural communitiesgoing without
roads and bridges and utility extensions, waste water and supply
facilities, all of which are very standard and necessary if you're
going to attract businesses into a community.

The next thing that the RDI does is establish rural technology
and training centers. We envision these to be linked up with uni-
versities and nonprofit organizations that will focus their attention
on new products, new marketing techniques, and new processes to
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take the place of some of the agricultural activities that are being
transitioned out under this new wave that we're going through.

Mr. Chairman, we have a very strong land grant college system
in this Nation. Its mandate has been to help the farm community
come up with some of the best ways of farming in the world. They
have been very successful in that. They have been so successful
that we have production now so much that it has become a prob-
lem.

Wnat I would like to see and what I'm suggesting with the rural
technology and training centers is to take some of this intellect and
intelligence that has been able to create hybrid seeds that produce
such massive quantities of surplus crops and transfer it into the
?rocesses of coming up with new ideas of what we can do in rural
areas other than traditional agricultural, so that people can live in
rural communities and raise their families in the future.

We are proposing to create agricultural action centers. These
would be one-stop service areas for counseling, information, and job
training for farm familiessome place the families can go without
getting shuffled around to various agencies. We will hear from wit-
nesses later on who have had experiences in this because this con-
cept of agricultural action centers is really built upon the amend-
ment that I placed in the 1985 farm bill which is known as section
1440, which does provide some immediate job training and counsel-
ing services today.

We were able to get funding for three demonstration projects in
Iowa, Nebraska, and Missouri, and we will hear from some of the
people today that have participated in the 1440 program that we
want to build upon by making new agricultural action centers.

These emergency services are necessary, Mr. Chairman, because
we know that it is going to take some time to get us out of the
problems that we're in today and, as a result, families need to have
some place that they can turn to.

There are a lot of things going on in rural areas. In the State of
Missouri we have people who are nonprofit, charitable, or self-help
groups that are trying to help farm families cope. They range from
church organizations to structures set up by the State government
to individual farm groups who are trying to help. All of them are
counseling and trying to help these families in this very difficult
time.

Some things that might work in Tennessee we don't know about
in Missouri, and some things that might work in Wisconsin may
work in Iowa. We need to have a kind of communication system set
up, and we're proposing a national clearinghouse to be able to for-
mulate and provide assistance throughout this Nation and tell each
other what is working and the services that are available through
various segments of the government, Federal and State and local,
as well as charitable and volunteer r nnizations.

We also propose to -stablish a special assistant to the President
to assist and advise iAle executive branch to make recommenda-
tions in order to improve and enhance the rural development pro-
grams that we have on the books and that we are creating.

Mr. Chairman, very briefly, let me go over two additional bills
that I've introduced that are not assigned to our committee which

11
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are very much an important part of the rural development initia-
tive.

First of all, I think the Federal Government can be part of the
solution, and that is to locate Federal facilities where applicable to
and in rural areas and procure goods and services from rural ven-
dors, much like we have the setaside for small business today in
that defense appropriation bill. We need to also have that fur rural
businesses as well.

I visited with Mr. Combest at one time about this particular sub-
ject matter, and he said in his district there was a contract where a
company had to build targets for target practice for the armynot
too sophisticated equipment, I'm sure, but it put people to work in
that community. I think that's very important. If we could just get
a little piece of that action designated for rural areas, I think it
would be of great assistance.

I note that Federal facilities, not the ones that have to service
the public in person, for examplethose obviously have to be
when the centers of population arebut there are many places in
this Nation that could utilize keypunch and clerical help and uti-
lize the technology that we have today through satellites and com-
puterization to be able to do many of the things that are now done
in urban areas. I would in my other bills provide a framework for
working with the Government in trying to locate those facilities
out there.

Citibank, which is the largest bank in the United States, has
moved its entire credit card operation out of New York City to
South Dakota They have done that for a number of reasons, but
what's important is that it is putting hundreds of people in South
Dakota to work that would not have had that opportunity. I think
that the Federal Government can come up with some creative ways
of transferring some good jobs outside some of our urban areas as
well.

Finally, Mr. Chairman, the real future lies with our young
people, as we know. We see too many of our youngsters leaving
rural communities, either going away to college or going away to
the city to seek employment, and, frankly, never coming back. The
Population of ou. rural communities is graying and getting older.
We're not replenishing the supply of leaders in many of these com-
munities.

I'm proposing to try to change that by, one, providing the great-
est access to our youngsters in rural high schools to provide them
information about how to go to college, how to apply to college,
how to take entrance examinations to those schools, how to seek
student assistanceFederal and State and scholarships, and work-
ing with volunteers in that local community to provide employ-
ment and a shoulder to lean on, if you will. Then I hope that we
will be able to stimulate these youngsters to go away and to be able
to get as much information and knowledge as possible, but, more
importantly, to come back to that community and serve as a leader
in the 1990's and beyond, and help us solve these problems that
have been created over the last 10, 15, or 20 years. We call that
program ACCESS. It's assigned to the Education and Labor Com-
mittee, and I'm very excited about the possibilities of this program,
Mr. Chairman, for the future of rural areas.

1 I.,
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The rural development initiative has received bipartisan support,
widespread bipartisan support, Mr. Chairman. You and other lead-
ing Democrats have joined myself and other Republicans-53 of us
row are sponsoring the rural development initiative.

I look forward to working with you and with others on this com-
mittee and in the Congress to provide the basis of what I think is
going to be a strong rural economy in the future if we can pass

ne of these legislation.
I thank you for your cooperation in the past and look forward to

working with you on your legislation as well as we try to develop a
really coherent pt ly for rural Americans.

[The prepared statement of Mr. Coleman appears at the conclu-
sion of the hearing.]

Mr. JONES of Tennessee. Thank you very much, Tom, for a very
splendid statement. I look forward to reading the prepared state-
ment following our hearing here tocia3.

Where are the other bills? Are they in Education and Labor?
Mr. COLEMAN. The one is in Education and Labor; one is in Gov-

ernment Operations; and the other one is in Small Business.
Mr. JONES of Tennessee. Can you recall the numbers of those

bills just offhand?
Mr. COLEMAN. They're sequential, so I think they're H.1. 2026

and 27 and 28 and 29 probably. There's four altogether.
Mr. JONES of Tennessee. Four bills altogether?
Mr. COLEMAN. Yes.
Mr. JONES of Tenne, see. OK. If there are no questions, I hope

you'll come back up here and take your seat
Mr. COLEMAN. I surely will.
Mr. JONES of Tennessee. I think we're going to hear some testi-

mony : lay that's going to be very helpful to this subcommittee in
doing some of the things that without a doubt should have been
done some time ago for more protection and more support for our
rural communities.

The Honorable Vin Weber? We're delighted that you're here,
Vin. We are pleased that you have the interest in the work ti,at
this subcommittee is trying to do for the rural communities. I knoN:
that you're deeply involved and concerned.

You may proceed.

STATEMENT OF HON. VIN WEBER, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF MINNESOTA

Mr. WEBER. Thank ycu, Mr. Chairman.
Mr. Chairman, I am here to testify on behalf or Congressman

Ct .. mn's initiative, H.R. 2026, as w,211 as other rural development
in i tiat. ',es.

I know that the subcommittee has spent a great deal of time on
this issue, and Congressman Coleman is certainly the foremost
expert in Congress on it. Realizing that you have a lengthy sched-
ule of witnesses today, I would ask thr.t my testimony be submitted
in the subcommittee record, and I wil , summarize my remarks.

Mr. JONES of Tennessee. We're very pleased that you will sum-
marize. Your statement will L., made a part of the record.

Mr. WEBER. a nank you, Mr. Chairman.

1J
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First of all, Mr. Chairman, I want to commend both you, C'iair-
..ian Jones, and Ranking Minority Men:11pr Coleman, as well as all
the members of the committee, for their leadership on this critical
issue.

My district in southwestern Minnesota is by some measurements
the most rural congressional district in the country. The largest
community in my district is less than 15,000 people. I don't have
any of the large metropolitan centers such as Congressman Grandy
has with Sioux City. All my towns are pretty small. I come myself
from the community of Slayton, Minnesota with a population of
2,300 people, or a little less than that actually. I feel very keenly
the need for a strong emphasis on rural development in this Con-
gress and in this subcommittee.

As I have said, my testimony addresses some of the specific Cole-
man initiatives which I have had the privilege of working on for
over a year now. I just want to make three important points, all of
which are aimed at stressing the fact that new is the time to act on
this initiative. I believe that it is critical that we act on this initia-
tive.

The first reason that now is the time to act on this initiative in
my judgment is that our rural communities are ready to take ad-
vantage, Mr. Chairman, of the tools that we can provide to them at
the Federal level. I would contrast that with the situation I saw in
my district at least over the last year or two, when rural communi-
ties were understandably traumatized by the magnitude of the eco-
nomic problems that beset them as a ,.esult of the collapse of the
farm economy.

In my home town of Slayton, my father was involved in the de-
velopment of the Slayton Industrial Development Corporation over
20 years ago. Businesses that they attracted were not able to sur-
vive over a long period of time.

In my district, those communities that have some diversification
to their economies have managed to weather the farm depression
of the last couple of years far better than those communities such
as iny home town that have an economic base solely dependent on
agriculture.

The last couple of years, as I have said, I think the rural commu-
nity has been somewhat traumatized. Now as I travel around my
district, I see that those people who are leaders in their communi-
ties are anxious to go to work to rebuild their communities, to re-
build their economic base. The tools that we provide them right
now will be utilized far more effectively, far more ambitiously, far
more aggressively than tools that may have been provided a year
ago or 2 years ago.

The second reason that now is the tim, to act, as my colleague
Torn Coleman pointed out in his testimony, is that we now have a
bipartisan consensus in favor of rural economic development. We
have had on the Republican side a rural development task force of
which Tom Coleman has been a leader and I have been a member
for the last year awl a half, but the Coleman initiative, H.R. 2026
has a strong, bipartisan support and this subcommittee has, of
course, been in the forefront of providing that bipartisan support.

I am this term assigned to the Appropriations Committee. It's
my first term on the Agriculture Appropriations Subcommittee. I,
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of course, can't speak f, : anybody on that subcommittee but, as
you know, Mr. Chairman, Chairman Whitten has a very direct in-
terest in rural development, and the name of our subcommittee
apropos of what Tom Coleman is trying to do at the Department of
Agricultureis the Subcommittee on Agriculture and Rural Devel-
op, mt. Initiatives that are passed out of this committee to the
Congress of the United States are going to receive a very favorable
hearing, I can assure you, in our subcommittee and the full Appro-
priations Committee.

Finally, now is the time to act because I believe that we have a
more favorable atmosphere it the White House in this administra-
tion than I have seen in some time. Congressman Coleman, Con-
gressman Gunderson, myself, and several others met about 2 weeks
ago with Senator Bakerthe new White House Chief of StaffSec-
retary Lyng, and other members of the administration. I think that
we have a more receptive attitude in the White House to rural de-
velopment initiatives than at any time since I have been a Member
of Congress these last 61/2 years. I'm pleased to see we're going to
have Deputy Secretary Myers testifying before this subcommittee
in a few minutes. I don't want to anticipate his testimony, but I
want to thank the Department of Agriculture for their open and
supportive attitude in dealing with members of our task force on
this and other initiatives. That's the final reason why I believe now
is the time to act, beca, ise T believe we can get some favorable
action from the administration on certain rural development
issues.

Finally, Mr. Chairman, let me say that although I have ad-
dressed in my remarks and in my written testimony H.R. 2026, the
Coleman initiative, I want to say that most of usall of usfrom
rural districts stand ready to work cooperatively with you on any
rural development initiatives such as your bill, H.R. 1800, or others
the subcommittee may act favorably upon. Truly, this is a biparti-
san issue in ti Congress that may otherwise be somewhat divided
along partisan lines, and now is the time for us to act in a biparti-
san manner to address the problems of rural areas.

I thank you for your time, Mr. Chairman, and I will be glad to
answer questions, if there are any.

[The prepared statement of Mr. Weber appears at the conclusion
of tho hearing.]

Mr. JONES of Tennessee. Thank you very much, Vin. I'm appreci-
atiNP of your interest in coming over here and giving us your
thoughts, and for what you've done with Tom Coleman in develop-
ing his bill and the support that you and Steve and others have
given his legislation that he proposes.

We will probably invite you back to be with you some before we
finalize whatever we may do, but we will forego any questions this
morning.

Mr. WEBER. Thank you very much, Mr. Chairman.
Mr. COLEMAN. Thank you for coming. Of course, your leadership

is always welcome in this committee, and especially as we develop
these proposals I have really enjoyed working with you and having
your insight to meet the many problems that face us. I'm glad that
you're here today.

1J
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Mr. WEBER. You deserie a lot of credit, Torn, :or being ahead of
this issue, more than just about anybody in the Congress, and I
think now rural America is where you were about a year ago. If we
can get the rest of the Congress where we are now, I think we
could really do something good for rural America. Thank you.

Mr. JONES of Tennessee. We have a vote on at the present time.
The subcommittee will recess and return. The Honorable Peter
Myers will be our witness at that time

[Recess taken.]
Mr. JONES of Tennessee. The subcommittee will be in order.
Mr. Myers.

STATEMENT OF PETER C. MYERS, DEPUTY SECRETARY, U.S. DE-
PARTMENT OF AGRICULTURE; ACCOMPANIED BY LAVERNE
AUSMAN, DEPUTY UNDER SECRETARY, SMALL COMMUNITY
AND RURAL DEVELOPMENT; HAL 1,IANDERS, COCHAIR, NA-
TIONAL ADVISORY COUNCIL ON P.URAL DEVELOPMENT; AND
ERIC THOR, ASSOCIATE ADMINISTRATOR, FARMERS HOME AD-
MINISTRATION

Mr. MYERS. Mr. Chairman, I have a lengthy written statement
which I will submit for the record. 1 will attempt to summarize my
statement, if it is agreeable with you.

Mr. JONES of Tennessee. Yoii entire statement will be made a
part of the record, without objection.

Mr. MYERS. Thank you.
I do compliment you and your subcommittee members for your

obvious very deep interest in this subject of rural development. As
you know, just a few days ago we observed the 125th anniversary
of the founding of the Department of Agriculture. When that De-
partment was founded by Abraham Lincoln, he talked about the
people's department. Of course, we like to think of it as the peo-
ple's department.

We look back and just a few years ago you find that the farm
population found itself in a downswing that, as we well know, pro-
duced a severe cost-price squeeze for many people. With massive
Federal Government assistance, it's now 'oeginning to recover from
these difficult years. The Food Security Act is helping to make our
farm products competitive in world markets, as it was intended to
do, and it is infusing capital into our agricultural systems. As a
result, many of our economic signs are pointing up.

While keeping the farmer in mind, the people's department must
now turn its attention to the farmer's neighborsto Main Street,
USA, to small town, USAthose neighbors that buy the farmer's
products and sell most of those materials that he needs lo produce
those products.

Obviously, as you know, ah of the help that we have been giving
t,, farmers is also important to rural communities in general be-
cause when we infuse capital itito the agricultural cocimunity, it
turns over in those smaller communities.

All parties with an interest in the future of rural America have
to look at strategies that will diversify the rural economies. Plan-
ning officials at all levels of government, plus private industry,
must look for economic activities that fit in the rural community.
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You have recognized this, Mr. Chairman and Mr. Coleman and
members of tne subcommittee, in the forms of the legislation that
we're considering today.

This administration has carried out many of the programs over
the past 6 years that have aided rural America. I'd like also to
supply for the record just a few of these contributions which are
listed in my written statement.

The administration's commitment to rural America is based on a
recognition that change is going to continue and that we cannot
limit our vision to the financing of a few industrial parks that may
never fulfill their promise. However, we must not confuse our role
as a partner in this undertaking nor should we mislead people in
triv; expectt.. :.,..3s. The most important role will be that of the
people making their decisions, allocating their resources, using
their own ingenuity and setting their own horizons. The Federal
Government will be an active and willing associate, working with
the people and their local institutions, both public and private.

About 6 months ago the President established the Task Force on
Rural Communities consisting of 20 high-ranking Government offi-
cials, chaired by the Under Secretary of Agriculture for Small
Communities and Rural Development. This task force cuts across
all Federal agencies having rural responsibilities. The task force re-
cently made a report to the Economic Policy Cabinet Council at the
White House with recommendations for action by all Federal agen-
cies.

USDA has taken the lead in the Federal Government, and today
we are announcing a Department six-point rural regenerative initi-
at e. The first one of these stepsand I will, here again, summa-
rizedeals with the Extension Service, which has a nationwide
staff in place. They will place additional priority emphasis on rural
revitalization education. A product of their work that really high-
lights this is this booklet put out by the Extension Service called
"Revitalizing Rural America." It's an excellent book. It not only
has a good-looking cover, but it has excellent contents. We will fur-
nish these to the committee.

Mr. JONES of Tennessee. Let's make that a part of the exhibit to
your statement, Peter.

[The publication is held in the committee files.]
Mr. MYERS. All right.
The second point is that we intend to establish rural enterprise

teams consisting of four or five specialists who will be organized to
go, on call, to communities, to counties in States. These will be
State-level enterprise teams.

The third point is to establish an information clearinghouse at
the national Ag Library with an 800 telephone number. Rural com-
munity officials will be able to get up-to-date information about
Federal programs available to them in a single phone call.

Fourth, we will instruct all USDA agencies with a research mis-
sion to increase their efforts devoted to rural economic develop-
ment.

Fifth, to insure that this rural rebuilding is given the priority it
deserves, its overall direction and coordination will be placed in the
Deputy Secretary's office.
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Sixth, we will redirect the Farmers Home Administration fiscal
year 1987 business and industry guaranteed loan program so that
we can begin to do things immediately at a lesser or lower level of
dollars than originally had been the concept of this particular
guaranteed loan program.

In addition to these six initiatives, appropriate personnel within
the USDA will look into the potential of further contracting and
procuring for rural businesses. Mr. Chairman, our proposal can be
done within the President's budget and the Gramm-Rudman-Hol-
lings deficit reduction targets.

We do support the concept of H.R. 2026 and have embodied sev-
eral of its aspects in our six points. However, we do oppose renam-
ing the Department of P:sriculture and oppose having a special as-
sistant to the President on rural policy. Our opposition in each case
is based on both philosophical and practical grounds.

We also must oppose rural block grants on the basis that most of
the program sources of funding for rural block grants have been
proposed for termination in the President's fiscal year 1988 budget.

We do want to reiterate, Mr. Chairman, that we in the adminis-
tration care. We are committed to work with you and the commit-
tee to assist rural America.

Mr. Chairman, thank you for your time and courtesy. That con-
cludes my statement. We'll be happy to answer questions.

[The prepared statement 0' Mr. Myers appears at the conclusion
of the hearing.]

Mr. JONES of Tennessee. Thank you very much, Peter, for a very
fine statement. I'm glad to see that you have outlined the update
that you're doing there with the Extension Service. This is very
vital for what we are trying to do here.

I think we will forego any questions to you and take the privilege
of contacting you in case we need to ask you specific questions.

Mr. MYERS. That will be fine.
Mr. JONES of Tennessee. I yield to Mr. Coleman.
Mr. COLEMAN. Mr. Chairman, thank you.
I really don't have any questions, either, but just a comment or

two. I'm glad that the administration is supportive of our efforts, or
certainly in general I think very substantively you are supportive
of those. In fact, your six pointsI just was trying to keep track of
themI see four of them in our initiative. I think that's very fine,
to be able to work together on this.

We have been working with the administration. Although I did
not know what the administration was going to say specifically
today, we are just asking them to give us a chance to present a
new, nontraditional response to a need r'it there. I'm glad to see
that they are willing to embark on a similar course with us, be-
cause it does take a different tack than I think we have seen in the
past. While I would hope that eventually we would ha-ie their sup-
port on our entire bill, I think we have brought them a long way
today to where they have made a fine contributing statement to
this. We want to work with the administration in this effort.

I thank you, Mr. .Ayers, for coming here today.
Mr. MYERS. Thank you, Mr. Coleman.
Mr. JONES of Tennessee. Thank you very much, Peter.

1
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Does anyone else have a question they would like quickly to ask
Peter?

Mr. GRANDY. Does he have time?
Mr. JONES of Tennessee. We have a time problem.
Mr. MYERS. I have time, but I don't know about your time.
Mr. JoN Es of Tennessee. We've got a time problem. Go ahead.
Mr. GRANDY. Mr. Chairman, if I could?
Mr. JONES of Tennessee. Go ahead.
Mr. GRANDY. I have no question. I just want to applaud Mr.

Myers for bringing the Extension Service into this consideration. It
seems to me we have a tremendous capability there and a resource
that we have not used, particularly when we address the education
aspect, which is going to be an important component here, and
also, in referring to Mr. Coleman's testimony, a part of his initia-
tive to establish rural technology and training centers. It seems
that the logical source of those training centers would be our Ex-
tension Service and our universities. I am pleased the Department
is taking the lead in this.

Thank you.
Mr. JONES of Tennessee. Steve.
Mr. GUNDERSON. Thank you, Mr. Chairman.
I have a couple of questions but, first of all, a comment. Mr.

Myers, I suppose this is going to get me in trouble, and it's not
meant to do that, but I'm a big believer in the Extension Service
but I would hope that if we are going to utilize the Extension has
the main delivery and support staff throughout this country that
perhaps we need to do within the Department a rather significant
reorganization and review of Extension's mission.

I think there is a perception out there that the role of Extension
is first and foremost to work with the farmer and the farmer's
problems and management on the farm, and, secondly, the Exten-
sion will be focused on such complementary organizations as 4-H,
our homemakers' clubs, and that type of thing.

Third, if the county has the resources and the time, they may or
may not have the development agency within that county exten-
sion program. All I'm suggesting is that if you're going to utilize
Extension as the major delivery tool in rural counties, I think you
need to seriously review the present mission, the present person-
nel, and their training. This is saying nothing against the people
who are therethey are very good peoplebut I'm not sure their
mission today is understood by them as you had suggested it ought
to be in your testimony.

I would appreciate it if you would expand for us or compare, if it
is possibleMr. Coleman's bill includes rural development loan
funds. Can you compare that with the business and industry loan
program that you presently have? How do you understand that
they would interact or complement each other?

Mr. MYERS. Well, I can't tell you exactly how they would inter-
act, but I can tell you what we intend to do with our business and
industry loans for 1987. Heretofore, they have been large loans of
several million or many millions of dollars. We would like to break
these down into smaller units where we could stimulate economic
development in several communities, say a half a million dollars or

1J
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maybe a million, where we could spread this money over many
more counties than we have before now.

Those loan guarantees are used for big developments. An exam-
ple in the past would have been ethanol plants or something like
that. We would rather have small industries starting up and we
would like to use this for seed money for these types of industries.

Mr. GUNDERSON. You have moved significantly into the area of
guaranteed loans in the agricultural area.

Mr. Myxxs. That's right.
Mr. GUNDERSON. Have you considered utilizing loan guarantees

through the business and industry and rural development side as
well?

Mr. MYERS. Yes, we're doing that now.
Mr. GUNDERSON. That's an area we want to significantly expand.

It won't cost you a lot of money, but it will allow us to get a lot of
help out there.

Mr. MYERS. That's exactly right.
Mr. GUNDERSON. &Lie final question in this area. Congressman

Coleman again advocates rural investment and incentive block
grants, et cetera. How do you compare and contrast that with the
present community development block grant program in your un-
derstanding?

Mr. MYERS. I'll let the experts answer that. Can you answer that,
LaVerne or Eric?

This is Mr. Fric Thor who is the Associate Administrator of
FmHA.

Mr. THOR. Currently, we have a number ;-.1f programs in the com-
munity field. We find those work very well in terms of providing
for individual projects in the communities in all 48 States. As of
this date, we're approximately 50 percent committed on the total
funds for 1987.

Mr. GUNDERSON. One final comment: I'm going to be submitting
to the White House this afternoonand will submit to you as
wella copy of a rather comprehensive review of the present for-
mulas which have an antirural bias. You include within your testi-
mony on page 4, for example, a comment about the President's
$980 million Worker Readjustment Act. While I'm a strong sup-
porter of that, I have to tell you that we're facing real challenges
in getting that money into rural America. No. 1, we distribute re-
training funds based on unemployment statistics. Unemployment
statistics do not accurately count displaced farmers. They don't
count at all the displaced farmer's spouse or son or daughter.
We've got major problems in those kinds of delivery services.

What we badly need out of the Department of Agriculture is
some kind of an advocacy that will work with those of us from a
rural area without spending one new dime, but simply assist us in
getting changes in everything from highway aid formulas to the
cost-benefit ratios in public works programs, to the rural health
care delivery services- to job training and education formulas. If we
can get that kind of assistance, we are going to make a big change
without spending money.

Mr. MYERS. We would be happy to look at that. We've asked our
FmHA State directors to look at these formulas, and we'd really
appreciate your input.

4J



16

Mr. Chairman, can I say one more thing to Mr. Gunderson?
Mr. JONES of Tennessee. Yes.
Mr. MYERS. The Extension is in the process of really re-examin-

ing their priorities in all States and at the Federal level. As you
know, it's a State program, but most States are really re-examining
their role, just as you have suggested.

Mr. GUNDERSON. Thank you.
Thank you, Mr. Chairman.
Mr. JONES of Tennessee. Thank you, Steve.
Mr. Tallon?
Mr. TALLON. Thank you, Mr. Chairman. I don't have any ques-

tions. Mr. Myers, I thank you for your testimony.
I would just like to say if, as you indicate, you are going to use

the Extension Service to deliver some of these revitalization initia-
tives that you've outlined for rural areas, it's going to be impera-
tive that you communicate that to the Extension Service. As my
colleague Mr. Gunderson said, these are very good people, but
they're going to have to understand what you're talking about and
you're going to have to work very, very closely with them if you're
going to see any success in this area.

Thank you.
Mr. MYERS. I appreciate that comment. Mr. Myron Johnsrud, the

Administrator of Extension, is sitting right behind me. I am sure
he heard both of you gentlemen loud and clear.

Mr. JONES of Tennessee. Well, you're going to hear the third one.
[Laughter.]

I want to do the same thing, Pete. I want to emphasizeI see
some change taking place in my own State, but Extension has a
habit of sort of easing up as time moves on and they get involved
in different things. But I think if we're going to save rural Amer-
icaand that means Extension as well because we'll have no use
for them if it goesthey need to really be on the ball when it
comes to doing something about this.

Mr. MYERS. I completely agree with you.
Mr. COLEMAN. Mr. Chairman, if you would yield?
Mr. JONES of Tennessee. Yes.
Mr. COLEMAN. I think the Extension Service has done an out-

standing job in this area under the 1440 program. We're going to
hear about that later on. They were doing some of these things
before we started moving into action a year and a half, 2 years ago.
They saw a need out there and they were putting things together
with gum and band-aids to try to out something together to aid
these families that nobody else was aiding. The Extension Service
was the first one, the people in the trenches on that front line who
saw it and started to put together viable volunteer, no-money alter-
natives that we've now supplemented. They're doing a very good
job in the State of Missouri implementing, with the intent of the
author of that section on helping families.

J want to commend the Extension Service. Very frankly, they
ought to be given additional funds instead of suggesting having
them be cut back. That's where they really need the assistance.

Mr. JONES of Tennessee. Thank you very much, Tom.
Thank you, Peter, Mr. Thor, Mr. Ausman, and Mr. Manders. We

appreciate all of you being here.

2.i
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The next panel consists of five people: Mr. Norm De Weaver, rep-
resenting the Center for Community Change here in Washing tr..;
Mr. Roy Palk, executive director of operations, National Rural
Electric Cooperative Association here in Washington; Mr. Jack Cas-
sidy, vice president of rural utility relations, Central Bank for Co-
operatives, Denver, Colorado; Mr. Jeff Fox, vice president of legisla-
tion, Communicating for Agriculture, Fergus Falls, Minnesota; and
Mr. Jeffrey H. Schiff, executive director for the National Associa-
tion of Towns and Townships in Washington.

Gentlemen, we're delighted that you're here. We need your help.
No doubt, your interest needs this subcommittee's assistance as
well. We want to hear from you and take the privilege of asking
you some questions when you have finished.

We'll begin with Mr. Norm DeWeaver, representing the Center
for Community Change here in Washington.

Mr. DeWeaver.

STATEMENT OF NORMAN C. DeWEAVER, REPRESENTING THE
CENTER FOR COMMUNITY CHANGE

Mr. DEWEAVER. Thank you very much, Mr. Chairman.
My name is Norm DeWeaver. I am with the Center for Commu-

nity Change, which is a private, nonprofit, technical assistance and
public policy organization which for 20 years has served communi-
ty-based groups in many low-income areas throughout the United
States.

I appreciate the opportunity to appear before the subcommittee.
I commend the committee for its willingness to take a new look at
the development challenges facing rural areas. I really, really hope
that this will lead to a new start toward a more active Federal role
in rural development.

In the interest of time, Mr. Chairman, I'd be happy to submit my
statement for the record and attempt to highlight some of the
things that I think are key points.

Mr. JONES. Without objection, the entire statement will be made
a part of the record. You may summarize.

Mr. DEWEAVER. I think the committee has a number of worth-
while proposals under consideration. However, to me ana to a lot of
community people I know, the most important task is not debating
the merits of any of the possible approaches. The most important
task is really making a fresh start by actually adopting one or
more doable ideas, ones that are likely to be funded, ones that are
likely to lead to immediate action in local communities in adopting
them now.

I would suggest that H.R. 1800 has those characteristics, and the
programs in it are oriented toward that eld. They would make a
doable start now. The programs are all action oriented. The assist-
ance would go directly to local communities and local community
groups, where assistance is really needed. The programs would
help address the needs of such groups and help them to expand
their capability.

The price tags; are low. They're ones that the Federal budget can
bear. We urge the committee to use this bill as a vehicle to make a
new start in providing Federal assistance.

fl4' ,
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In many respects the central program in H.R. 1800 is the busi-
ness f the grant approach in section 3. I submit that you can't
stimulate development, particularly in economically distressed
rural communities, without helping developers and the local com-
munity leaders and the local community groups that can make
things happen. The section 3 grant program provides the potential
to sustain the public purpose, private nonprofit or public agencies
that can help to actually make their communities grow.

These grants would make it possible for such community devel-
opment organizations to explore new business ideas, to tap local re-
sources, to find and help aid train local business people who can
translate those ideas into reality and work to mobilize the capital
for them.

The bill, as you pointed out in your opening statement, Mr.
Chairman, also provides for a modest increase in business financ-
ing capabilities of the rural development loan fund, the RDLF. The
RDLF has a major advantage which other Federal approaches, in-
cluding the current D&I program, do not have. They enable the
money to go to intermediary groups that are private, that take the
project selection responsibility out of Federal hands, and that can
work with the speed which only private institutions can. H.R. 1800
would make a valuable contribution by augmenting the capital
available to the RDLF.

I would also like to commend the committee's attention to one
other small but very important innovation in the rural community
development field, and that is an attempt to expand the horizons of
the water and waste water programs, particularly the water pro-
gram that's now in the Farmers Home Administration. H.R. 1800
provides for $10 million in authorization to enable local community
organizations to try different ways to insure that rural people that
now lack basic safe drinking water services in rural areas get
them. This is particularly important for isolated families and very
low-income families that are currently beyond either the geograph-
ic or the economic reach of the type of central system facilities
which Farmers Home now supports.

This program would also recognize the fact that in some commu-
nities, especially the smallest, the problem is not necessarily one of
building new facilities. This p. ogram would also speak to the man-
agement needs of the small water utility systems that are there.

With respect to H.R. 2026, there are a number of doable, action-
now programs in that bill which I would certainly like to support.
They include the rural technology grant program in title III and
the agricultural action centers program in title IV. They are pre-
cisely the kind of thing that would make a contribution and help
people where help is needed.

With respect to several of the State initiatives, I think we should
look carefully at what State governments are currently doing and
try to provide an incentive for them to do more.

On the block grant side, I think, as Mr. Gunderson pointed out,
we should look very carefully at the experience of the program
that's already there, the HUD Community Development Block
Grant Program, particularly the things that happened in that pro-
gram when it started.

L.
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I would suggest that perhaps there are more cost-effective ways
to get the money targeted on communities that need help the most
at a smaller commitment of total Federal resources than simply
adding one additional block grant program to the Federal catalog.

One final point with respect to the reorganization provisions for
USDA in H.R. 2026: I certainly support the notion of emphasizing
rural development as part of the Department's mission. However,
reorganization can take time and cost money. I'm reminded of the
fact that a year and a half after the 1985 farm bill was passed
Farmers Home has yet to implement some of the water-sewer pro-
visions in that bill. I think we need to look at what we can do right
now and make a new start toward community development.

Thank you, Mr. Chairman. I would be happy to respond to any
questions.

[The prepared statement of Mr. De Weaver appears at the conclu-
sion of the hearing.]

Mr. JONES of Tennessee. Thank you very much, Mr. De Weaver,
for a very fine statement. We will give serious consideration to
what you have to say here as we move on.

The next gentleman is a Tennessean, a good friend of mine who
has moved to Washington to be with the National Rural Electric
Cooperative, Mr. Roy Palk, who is now executive director of oper-
ations for NRECA.

Mr. Palk, you may proceed.

STATEMENT OF ROY M. PALK, EXECUTIVE DIRECTOR OF OPER-
ATIONS, NATIONAL RURAL ELECTRIC COOPERATIVE ASSOCIA-
TION

Mr. PALK. Thank you, Mr. Chairman.
My name is Roy Palk. I'm executive director of operations for

the National Rural Electric Cooperative Association. It is my pleas-
ure to appear before this group this morning on behalf of almost
1,000 electric cooperatives across 46 States who represent over 25
million consumers.

If the chairman will allow me as a preliminary matter, I would
like to introduce a statement from a friend of ours, Mr. Jim White,
manager of Gibson-Kenney Electric. If there is no reservation, I
would ask that this be entered into the record as Mr. White's state-
ment on this matter.

Mr. JONES of Tennessee. Without objection, Mr. White's state-
ment will be made a part of the record.

[The prepared statement of Mr. White appears at the conclusion
of the hearing ]

Mr. PALK. Thank you, Mr. Chairman.
The role of the rural electric cooperatives has not been a static

one in the past numbers of years. For example, during this past
year we've been involved in many things other than providing reli-
able electric service. For example, we've been involved as a part of
our involvement with our people in the rural areas through spon-
sorship of local health fairs. Also La the involvement and the devel-
opment and implementation of the National Rural Telecommunica-
tions Cooperative. That cooperative will provide satellite-based tele-
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communications services for consumers who need education and
business applications in the telecommunications field.

Another area that we've been involved in is new initiatives in
economic development programs in the rural areas, including the
development and dissemination of a how-to manual in regard to
rurkl development

These programs I've mentioned do not take into account numer-
ous other ways that electric cooperatives have been on their own
providing initiatives and assisting our consumers in the vital role
that rural electric co-ops can play in a nationwide community and
economic development effort.

Since the 1960's rural electric systems have been involved in
community and economic development efforts that have created
nearly 1 million new jobs. Recently in NRECA held a series of four
hearings across the United States and a message came clear to us,
and that is that we must become more involved in community and
economic development; that our member systems must be catalysts
for development.

Mr. Chairman, REA is a critical partner in these continued ef-
forts. The matter of expanding REA's role into rural economic de-
velopment is one that has been intensively studied by NRECA.
REA is and should continue to be the solid foundation upon which
rural electrification is built. We are pleased to hear that the com-
mittee shares this view and we very much appreciate the commit-
tee's leadership in this area. We also appreciate the committee's
continuing strong support for the concept of a Rural Electrification
Administration that is relentlessly aggressive in seeking solutions
to the very serious problems facing our Nation's rural areas, and
by extension affecting our Nation's rural electric cooperatives.

The Federal agency REA already has a longstanding relationship
with one of the major components of the rural communities, and
there is the commitment certainly on the part of the rural electric
cooperatives, and most probably among the professionals at REA,
to make these programs work and to produce the jobs and econom-
ic stimulation our rural areas so desperately need.

It is essential that any rural development program incorporate
the same Federal-community partnership that has made rural elec-
Lrification so successful. We strongly believe that this same rela-
tionship is absolutely critical if Federal rural economic develop-
ment programs are to be effective. We have found that it is ex-
tremely difficult for communities to get needed plants and loans
because they are directed and dispersed by several different Feder-
al agencies. There is no single, ready source or expertise available
for the part-time, small community administrator what is available
and how to get it.

In these communities the rural electric cooperative is in a posi-
tion to serve as a catalyst for economic and community develop-
ment efforts. In these communities the rural electric cooperative is
in a position to provide the needed information and, more impor-
tantly, to assess Federal funding sources needed to revitalize and
regenerate the economy of rural America. This concept provides
what we believe to be the most vital solution to invert the pyramid
by placing these small grassroots communities at the top so that
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n:economic and comunity interests and concerns provide the moti-
vation for improvement activities. This network is already in place.

To get to the heart of the matter, the reason the rural electrifica-
tion program has been so successful is because it is a Federal pro-
gram that is locally implemented, locally operated, and locally con-
trolled. The programs in which the Federal Government and a
local community form cooperative working partnerships to accom-
plish a specific objective have proven to be exemplary models of
how other such programs could work. Therefore, a special blue
ribbon panel of rural electric leaders is studying the expansion of
the role of the REA to include economic development activities and
expanding the mission of rural electric systems throughout the
Nation that include community and economic development.

We have some specific recommendations, Mr. Chairman, which
the Congress might wish to examine in order to forge the effective,
sustained, working relationship between local communities. Among
these are consideration of legislation to mandate the consolidation
and simplification of rural development programs under one roof
by accommodating liens of other lenders to facilitate electric coop-
erative financing required for rural development projects, using
rural electric cooperatives and their proven network of generation
and transmission and statewide associations as catat sts for initi-
ation of economic development plans.

Because of the difficulty in financing rural development projects,
we recommend not only a more conducive loan accommodation
policy, but the creation of a rural development bank which would
guarantee loans and become a secondary market for local banks.

There is a need for a federally-created finance bank which deals
in secondary markets and pool the projects to assist local banks to
finance start-up businesses and i. -..astructure projects and develop-
ment.

Mr. Chairman, I have submitted to the committee a more com-
plete statement of what we have to say. This is a summary of
what's in that statement.

I appreciate the opportunity to appear and would be happy to re-
spond to any questions either now or later.

[The prepared statement of Mr. Palk appears at the conclusion of
the hearing.]

Mr. JONES of Tennessee. Thank you ve,.y much, Roy. We will
complete the panel before we ask questions.

The next witness is Mr. Jack Caosidv, the vice president of rural
utility relations, Centrai Bank for Cooperatives, Denver.

We are delighted that you're here, Mr. Cassidy. You may pro-
ceed.

STATEMENT OF JACK CASSIDY, VICE PRESIDENT AND MANAGER,
RURAL UTILITY RELATIONS, CENTI'AL BANK FOR COOPERA-
TIVES, ON BEHALF OF THE FARM CREDIT SYSTEM'S BANK FOR
COOPERATIVES

Mr. CASSIDY. Thank you, Mr. Chairman.
I appreciate the opportunity to appear before the subcommittee

to address the subject of rural development this morning.
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My name is Jack Cassidy. I am vice president and manager of
rural utility relations with the Central Bank for Cooperatives in
Denver, Colorado. I am appearing her- today on behalf of the Farm
Credit System's 12 district banks for cooperatives and the central
bank.

The 12 district banks for cooperatives aryl the Central Bank for
Cooperatives provide financial services to about 3,000 agricultc al
cooperatives and rural utility systems. Banks currently have about
$8 billion in loans outstanding. T'eir payment record has been
very good despite the problems in the agricultural economy.
During 1986 about $4.6 million in loans were charged off.

Agricultural cooperatives and rural utility systems and the
credit programs they 'epend on have a significant effect on the
rural economy. For example, the latest information available shows
that the 70 largest borrowers of the ranks for Cooperatives have
total annual sales in excess of $33 billion and assets of $28 billion.
The latest Fortune 500 list of industrial enterprises includes 15 ag-
ricultural cooperatives, 14 of which have a banking relationship
with the Bank for Cooperatives. These 15 agricultural cooperatives
have about 60,000 employees nearly all located in rural areas.

These statistics demonstrate the important economic contribu-
tion being made by the borrowers of the banks. These statistics also
iaclicate the significant role the banks and our borrowers could
play in contributing to the revitalization of rural America

Like our Nation's farmers, many cooperatives and utility sys-
tems, acid the banks as well, are taking steps to adjust to the
changes taYing place in the rural economy. As agricultural coop-
eratives and rural utility systems adjust to today's economic envi-
ronments, they have new and somewhat different financing re-
quirements.

For example, agricultural cooperatives and some rural utility
systems, especially telephone systems, need to diversify and bring
in new capital to strengthen their operations. This can be accom-
plished by forming subsidiaries, joint ventures, or partnerships to
initiate new business activities, activities that are sometimes differ-
ent from the original business but related to serving the needs of
member-owners.

If adequate capital is a' ailable, new business activities would
create jobs and economic expansion in rural areas while strength-
ening the agricultural cooperative or utility system. Unfortunately,
the farmer-owners of many of these organizations do not have the
capital necessary to initiate new businesses. This problem could be
overcome by utilizing capital from other sources. However, the
Banl.,; for Cooperatives lending authorities currently prohibit the
financing of subsidiaries or partnerships that include capital in-
vestments from ineligible entities. I will provide the committee
with two specific examples.

A large agricultural cooperative in the Southeast which has tra-
ditionally been involved in providing fertilizers, pesticides, and
other chemical inputs is in the process of building a papermill.
This diversification is necessary because the demand for agricultur-
al chemical products has declined significantly. The mill will be lo-
cated in an area with an unemployment rate in excess of 16 per-
cent. The papermill will be usir g proven, high technology and will
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eventually employ about 800 workers. The mill will require a cap-
ital investment of about $300 million.

The project has been in the development stages for several years,
and the Banks for Cooperatives have been the lead lenders from
the very beginning. This is a good project from every perspective.
However, it could be made better.

Several of the 41 newspapers which have already contracted to
purchase paper from the mill would like to purchase an equity in-
terest in the venture. The advantage to the agricultural coopera-
tive of entering into a partnership arrangement would be to lower
the risk of its member-owners, strengthen the financial condition of
the project, utilize a wider variety of expertise, and eventually
allow for a larger operation that would employ perhaps an addi-
tional 500 workers. However, under current law the Banks for Co-
operatives can finance only wholly-owned subsidiaries of an eligible
borrower. We do not have the authority to provide financing for
the partnership just described.

In this instance, it is likely that the agricultural cooperative will
be prevented from taking the best course of action from a business
and economic development perspective simply because its long-time
lender, the Banks for Cooperatives, cannot finance a subsidiary or
partnership that includes equity investments froi. entities ineligi-
ble to borrow from the banks.

The second example: a group of rural telephone systems, most of
them individually eligible to borrow from the Banks for Coopera-
tives, is seeking to finance a Statewide rural cellular telephone
project. If this proposal is successful, it would help strengthen the
operation of independent rural telephone systems and provide what
is rapidly becoming an essential service to rural areas. Yet, the
Banks for Cooperatives are unable to provide the financing for this
partnership.

These two cases are just a sampling of the steps agricultural co-
operatives and rural utility systems are taking to diversify and
strengthen their operations. These types of adjustments to today's
economy are not only the result of good business decisions, but
have the added benefit of creating jobs and bringing new capital
into rural areas.

As a primary lender for many of the agricultural cooperatives
and rural utility systems that are making such adjustments, the
Banks for Cooperatives are being called on to provide appropriate
financial services. The Farm Credit System is considering a legisla-
tive proposal to clarify the Banks for Cooperatives' lending authori-
ties to finance partnerships, subsidiaries, and other ventures pro-
vided that an eligible borrower or group of borrowers maintains a
majority interest or control of the operation. Such a clarification of
the Banks for Cooperatives' lending authorities would promote eco-
nomic development in rural areas, strengthen the financial condi-
tion of our borrowers, and do so at no cost to the Federal Govern-
ment.

I want to commend this committee for considering ways to im-
prove economic conditions in rural America. The Farm Credit Sys-
tem's Banks for Cooperatives are well situated to play an impor-
tant role in helping to revitalize rural America and we look for-
ward to that challenge.
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I appreciate the opportunity to present our views on this subject
and would be happy to respond to any questions. Thank you, Mr.
Chairman.

[The prepared statement of Mr. Cassidy appears at the conclu-
sion of the hearing.]

Mr. JONES of Tennessee. Thank you very much, Mr. Cassidy, for
a statement that we consider to be very worthwhile and helpful.

The next witness is Mr. Jeff Fox, vice president of legislation,
Communicating for Agriculture, F. rgus Falls, Minnesota.

Welcome, Mr. Fox. We're delighted that you're here. You may
proceed.

STATEMENT OF JEFFREY J. FOX, VICE PRESIDENT OF
LEGISLATION, COMMUNICATING FOR AGRICULTURE

Mr. Fox. Thank you, Mr. Chairman. I'll paraphrase my remarks
in the essence of time.

I'm Jeff Fox, vice president of legislation for Communicating for
Agriculture. I am here on behalf of CA.

Communicating for Agriculture is a no' 1, nonprofit, nonpar-
tisan organization whose members are pi ily farmers, ranchers,
and small business people. CA has over 4. A members nationwide
and members in over 45 States.

CA has been involved in a number of issues affecting the quality
of life in rural America. We've been involved at the State and na-
tional levels on such issues beginning farmer programs, debt re-
structuring, and is recognizes as an expert on hea1th risk pools.

We believe that rural America can provide the workforce, the
quality of life, and the opportunity for growth in new and expan-
sion of existing small businesses. Rural America has a highly-quali-
fied, trainable, and willing workforce.

With the growth of high tech and service industry jobs, the work-
force is no longer required to live in large metro areas. Thus, rural
America's quality of life can now be attained.

Small businesses, which fit well into rural America's landscape,
continue to provide more and more of our new jobs.

On page 2 of my prepared remarks you will see a comparison of
small businesses versus larger businesses. Looking at the bottom
'Ialf of that, it will focus on 1980 to 1984. We see that small busi-
nesses provided more than two new jobs for es ery one job provided
by large businesses. These figures were provided by the National
Federation of Small Business.

In September of 1986 CA started working with u e Under Secre-
tary's Office of the Department of Agriculture on i. rural develop-
ment program created by section 1323 of the 198b Food Security
Act. This program is designed to benefit rural America, designed to
provide guaranteed loans and grants to development in rural com-
munities.

CA in the past has had great success as a clearinghouse of infor-
mation on various subjects on a State-by-State basis. Since April,
Communicating for Agriculture has been working and gathering
information and data about State development programs.

We have found in our initial contact with the States that there
are as many programs as there are States. For example, State A

n
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may call their program "Jobs Development;" State B may call
theirs "Economic Development;" State C may have some other
name or heading for their program. It is very confusing.

We have provided to the committee an initial summary of what
we have found at the State level. With regard to Mr. Myers' re-
marks here earlier, we uelieve that the clearinghouse of informa-
tion is very crucial.

Currently CA is work'ng on a model for rural development. We
are looking at communities that have had success in creating new
economic opportunities. We hope to have this model completed in
the near future. We will then make the model available to others
who are trying to create new economic opportunities in rural
America.

Because State programs do vary, we believe that any Federal
programs involving rural development need to be flexible in order
for each State to adapt. We recognize that when an entity appro-
priates money for a specific program or project they will have to
have some type of control on how that money is spent. However, it
is widely accepted that local input, implementation, and control
are needed in order for economic development projects to be suc-
cessful.

Mr. Chairman, members of the committee, there have been dis-
cussions and proposals to bring existing and/or new rural develop-
ment proposals under control of one agency or entity. We support
this effort. We see the same thing taking place at the State and
local levels. These actions have eliminated much of the confusion
and provide better all-around information and services.

In talking with State economic development officials, it has
become clear that they believe that expansion and start up of new
and existing businesses will be created from local areasi.e., 50 to
100 miles in radiusthrough 1.;-al ideas and through local people.
One of the elements to insure success at the local level is for the
leaders to have access to information. In order to acquire this infor-
mation, they need research. In order for the research to take place,
they need funds.

New jobs must be created in rural America today. We do not be-
lieve that moving a business from one State or community to an-
other creates new jobs. We believe that new ideas create new jobs.
Unfoi tunately, these new ideas are untested and thus there is an
element of risk involved. Because of the risk involved, there is a
need for risk capital, risk capital being those monies that can be
used to start up new businesses that pose a risk. Most conventional
lenders are unlikely to provide funding of these new businesses
based on new ideas.

This is an area in which the governmentwhether that be local,
State, cr nationalcan play a very important part. This can be
done with loan guarantees and/or grants.

We do believe that the work that is being done by this committee
is crucial to rural America. This committee's work and hearings
such as this help draw and focus the public's attention on the
needs of rural America. All of us know that the need for rural de-
velopment is very real and in it lies the future of our rural commu-
nities.
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Mr. Chairman, members of the committee, as I stated earlier, we
look forward to working with you on what we believe is a long-
term project. One of the benefits of being a nonprofit, nonpartisan
organization is that we sometimes can work in areas that others
cannot. We feel that this is a very useful tool, not only to our mem-
bership, but also to those entities and groups that we work with.

I know that we are pressed for time, and I have tried to keep my
remarks brief. I will be happy to answer any questions that you
have.

I want to thank you and the members of this subcommittee. We
appreciate the time and effort that you have put forth on behalf of
rural America.

[The prepared statement of Mr. Fox appears at the conclusion of
the hearing.]

1,7 JONES of Tennessee. Thank you very much, Mr. Fox, for a
fine statement. No doubt we will be calling upon you for advice as
we move on into the final days.

Mr. fox. Thank you, Mr. Chairman.
Mr. JONES of Tennessee. The next and final witness on this panel

is Mr. Jeffrey H. Schiff, executive director, National Association of
Towns and Townships in Washington.

Mr. Schiff, welcome. We're pleased that you would come. You
may proceed.

STATEMENT OF JEFFREY H. SCHIFF, EXECUTIVE DIRECTOR,
NATIONAL ASSOCIATION OF TOWNS AND TOWNSHIPS

Mr. SCHIFF. Thank you, Mr. Chairman.
My name is Jeffrey Schiff, the executive director of the National

Association of Towns and Townships. Our organization represents
more than 13,000 mostly small, mostly rural communities across
the United States.

Mr. Chairman, we'd like to thank you and Mr. Coleman and
other members of this committee for your obvious interest in the
plight of small town America. With your permission, we'd like to
summarize my remarks and submit it for the record in its entirety.

Mr. JONES of Tennessee. Without objection, it will be made a part
of the record. Please do summarize.

Mr. SCHIFF. Thank you.
I would like to hit upon just a few of the comments that we do

make in our testimony to bring focus on how the rural government
fits into the situation of dealing with rural development.

Mr. Chairman, as you know, there are 39,000 units of general
purpose local governments in the United States today. That is all
the counties, all the townships, and all the municipalities-39,000.
Today in 1987 72 percent of them, or almost three in four, have
populations which do not exceed 3,000. Indeed, 50 percent of all the
governments that exist today have populations under 1,000 per-
sons.

What does that mean in the context of small? It means that we
cannot make assumptions regarding very many things concerning
the gcvernments that are called upon to provide services or to im-
plement policies developed in Washington or the State capitals. It
means that the local officials who are performing functions in
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these many small governments are part time, are volunteers, are
doing this because they love their communities. They do not have
staff. They do not have budgets. They do not have computers. In
short, they do not have many of the resources which unfortunately
policymakers at all levels and program implementors assume must
go with the idea of a local government.

Too often, Mr. Chairman, we find that Federal policies, Federal
initiatives, and State initiatives do not respond to this unique char-
acter of small town America. We find program after program, regu-
lation after regulation, initiative after initiative which considers a
community of 490 people to be precisely the same as a community
of 49,000 with regard to how they may implement a program, a
policy, or participate.

We also find instances where the solution to dealing with small
town America is to take a program that has worked in a larger
context and to somehow shrink it down and then apply it to small
towns, and that does not work.

We also find an endemic bias that creeps into many programs
that says that if you do not spend a six-figure ditit dollar figure on
a certain program or problem, then it's not wc-th spending the
money at all. Because of the way that small town America is orga-
nized, is set up, does run, we find that many times a lot can be
done with a small amount of money.

For all these reasons, that is why we support initiatives such as
yours and Mr. Coleman's. We believe that the kind of approach
that you are pursuing is more appropriately scaled to what exists
in small town America today. We do believe that concepts such as
rural development, revolving loan funds, and specialty programs
which would provide technical and business assistance at the local
level are extremely important. We applaud particularly the initia-
tive in your program, Mr. Chairman, which requires that certain
money be spent only in communities under 20,000. That will cup,
through some of the problems that we have when small communi-
ties are trying to compete with larger places that have many more
resources.

Over the 10 or 11 years that our organization has been on the
scene here in Washington we have also reviewed and evaluated the
situation of what happens when a small community is thrown into
a larger, more broadly-written Federal or State initiative. We have
a list of several ideas that we think should be included routinely in
the work of every subcommittee, every full committee that oper-
ates on Capitol Hill and in the State capitals.

First of all, if, indeed, it is the goal of these initiatives to make a
difference in small town America, there must be provision for
meaningful consultation with the people who represent these com-
munities, both government and outside of government. This espe-
cially is applicable when a program is targeted for implementation
and administration at the State level.

We also have found, unfortunatelyand probably for reasons of
budgetary constraintthat without a requirement for maintenance
of effort by State governments, many times the State government
will substitute new Federal initiatives for program dollars that
they already are spending on those similar kinds of programs from
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their own resources. Therefore, there is no net impact on rural
America.

We also believe, as I mentioned earlier, that there needs to be a
protection for small grants; that small amounts of money can do
lots of things. We believe that data now are collected for small
communities but are not made available in a usable fashion that
makes sense for the resources that are available in small town
America.

We agree, as I said before, that the idea of a set-aside for very
small communities is something that deserves the attention of
every committee looking at governmental policy.

We also believe the encouragement of alternative and innovative
approachesin short, that there isn't just one way to get to a de-
sired outcome in terms of policy or programis something that
needs to be pursued routinely throughout all policymaking delib-
erations.

In closing, let me just say that initiatives such as yours and
others being developed by this committee are appropriately scaled,
in our opinion, to the differences that apply in small town America
and, therefore, have a very good chance of making a true differ-
ence there. They combine well with the features that we find even
today in our sophisticated world that do exist 'n small towns of
self-reliance, of self-help, of people wanting to make their commu-
nities better.

I want to thank you, Mr Chairman, personally for your support
of our association's major new initiative in the area of development
called "Harvesting Hcme Town Jobs," which I know you have
seen. We know that you also are aware that tomorrow morning
with your help in the Capitol building there will be a series of
showings of the video "Harvesting Home Town Jobs," so that Mem-
bers of Congress and key staff can see this program which is geared
toward having small towns help themselves out of the economic
problems that they have now.

Thank you very much for all of your help. We would be happy to
respond to any questions.

[The prepared statement of Mr. Schiff appears at the conclusion
of the hearing.]

Mr. JONES of Tennessee. Thank you very much, Mr. Schiff, for a
very fine statement. We look forward hopefully to many Members
viewing the program tomorrow.

We are pushed for time and we're not going to ask too many
questions, but we are going to take the privilege of talking with
you for any assistance that we might need in the future.

I do have one question I want to ask Mr. Palk. If Mr. Cassidy
wants to respond, I would like for him to do that also. We'll take
one round at least.

To what extent, Mr. Palk, are rural electric co-ops limited from
investing more than they do in rural development projects? How is
this limit established? Is it by statute or by REA regulation? You
sort of alluded to that, and I would like you to elaborate on what
you said.

Mr. PALK. Thank you, Mr. Chairman. I would be happy to re-
spond to that.

3J
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The limitation that the co-ops presently are under is a result of
the way the REA mortgage is written. There is language in the
mortgage that says that not more than 3 percent of the co-ops'
plant value can be spent for nonact purposes. "Nonact purposes"
would be some of the purposes we're talking about this morning for
rural development projects.

If this were raised to a higher amount, this would allow the coop-
eratives to expend monies in their local communities for some of
the exact purposes we have been talking about this morning.

The source of that limitation is not statutory; it is language in
the mortgage. That's th .! limitation the co-ops are under.

Mr. JONES of Tennessee. With the 3-percent limitation, have you
a figure of how much money that might be?

Mr. PALK. Well, you take an average co-opwe'll just say for
round figures, Mr. Chairman, that had a plant value of $10 mil -
lion- -

Mr. JONES of Tennessee. Is that total plant value?
Mr. PALK. That's total plant value, sir. So you take 3 percent of

that figure, whatever that is.
Mr. JONES of Tennessee. Would a change in the lien accommoda-

tion policy of the REA enhance the co-ops' ability to invest addi-
tional capital in rural development initiatives?

Mr. PALK. Yes, we believe that it would. The lien accommodation
policy of REA now is pretty rigid, and we feel that if lien accommo-
dation were addressed in a changed mortgage whereby the REA
would take into acccunt other lenders and other partners in rural
development projects that might be involved, this would enhance
the ability to put these projects together even better. Lien accom-
modation, lien subordination, some of the change in the language
of the present mortgage would accommodate that aspect, sir.

Mr. Jot.= of Tennessee. Do you believe that the NRECA board
would be agreeable to a change of this sort legislatively?

Mr. PALK. Yes, sir, I do. I not only believe that the board would;
our membership has already spoken to it through resolution at
their annual meeting in February and has encouraged us greatly to
become even more involved in community development.

Mr. JONES of Tennessee. We need to get together and balk about
that, so we might make that all inclusive in some piece of legisla-
tion that we might be promoting.

Mr. PALK. Sir, we would be happy to talk to you any time.
Mr. JONES of Tennessee. Very good. Let's don't forget that.
Mr. PALK. Thank you.
Mr. JONES of Tennessee. Mr. Cassidy, do you have any reserva-

tion about that? Do you want to tell us what you think?
Mr. CASSIDY. Yes, Mr. Chairman, particularly with regard to the

lien accommodation. As a private lender who deals a 1,-4 with REA,
it is difficult to get a lien accommodation and, in fact, the policy
that they operate under makes it difficult for private lenders to
provide credit to the borrowers of REA. A modification in that
policy, either administratively or through statute, would make it
easier for private lenders to provide credit for so-called, nonact pur-
posesnon-REA act purposeswhich would include rural develop-
ment as well as other business enterprises.

Mr. JONES of Tennessee. So you feel favorable toward it?
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Mr. CASSIDY. Yes, sir, absolutely.
Mr. JONES of Tennessee. Some change like that.
That's all the time I'm going to take. My time has expired. I will

yield to Mr. Coleman.
Mr. COLEMAN. I don't have any questions.
Mr. JONES cf Tennessee. Mr. Tallon?
Mr. TALLON. Mr. Chairman, thank you. I'm very interested in

the questions that you were asking Mr. Palk. I just want to say
that I appreciate so much the involvement in my rural district of
our electric cooperatives and their efforts to help us enhance and
move forward with economic development in those areas. I'm espe-
cially interested in the report of this blue ribbon panel of the rural
electric leaders that would be studying the expansion of the role of
the REA to include economic development activities and expanding
the mission of the REA systems throughout the Nation. I want you
to know that I want to work with you in developing whatever we
might need to do to give you that authority. I think it's an excel-
lent opportunity for rural America. I congratulate the rural elec-
tric cooperatives for their efforts in this area thus far. Thank you.

Mr. PALK. Mr. Tallon, you're very welcome. We appreciate those
comments and assure you that as we progress with our study we
would like to be able to call upon your fine offices for advice.

Mr. TALLON. Thank you.
Mr. JONES of Tennessee. Mr. Richard Stailings?
Mr. STALLINGS. No questions, Mr. Chairman.
Mr. JONES of Tennessee. Let me project this just a little bit fur-

ther since I didn't use all my time. Do you know whether or not
the telephone co-ops would come under the same classification that
you do?

Mr. PALK. They come under REA lending program, Mr. Chair-
man, but I am recalling just strictly from memory, but I believe
they have a little different language in their mortgage as far as
lien accommodation.

Mr. JONES of Tennessee. We need to look into that also.
Thank you very much, gentlemen. We appreciate it. I wish we

had more time, but we just simply are crowded for time today.
The next panel consists of more people than are on the agenda

today because we are having to switch because of the time element.
Mr. Bill Heffernan, rural sociologist, University of Missouri, Co-
lumbia; Mr. Robert A. Youmans, member of the Rural Family
Issues Coalition of Columbia, South Carolina; Ms. Mollie Anderson,
director of the Greater Nebraska Job Training Program, Depart-
ment of Labor, Lincoln, Nebraska; and we're going to move two
others up to this panel because they have a problem as far as time
goes: Mr. Jay Hedges, director of the Illinois Department of Com-
merce and Community Affairs, Springfield, Illinois; Mr. Larry A.
Werries, director of the Illinois Department of Agriculture, Spring-
field, Illinois.

We will take you in that order. Mr. Hedges will follow Ms. Jack-
son and Mr. NAT.-rries will follow Mr. Hedges.

Mr. Cole I?
Mr. COLEMAN. Mr. Chairman, if I might just say a few words

before tiill Heffernan commences his testimony. I think he's the
first one up.
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Three years ago in 1984 I asked somebody in the Department of
Agriculture here to give me some information behind the cold facts
and statistics that we knew too well, and that was the number of
bankruptcies and foreclosures and family farmers leaving the farm
and tell me the human side of this equation. I certainly knew in
my district but I would like to know additional information. He
said, "Congressman, nobody has ever asked us that information
before."

As a result of that simple question, the Department did go for-
ward to try to determine some information, and they let a contract
to the University of Missouri and to Mr. Heffernan and his wife
who went out and studied this phenomena, which Bill has reported
back to us previously several years ago and which he references
today in his comments.

They are the first, I think, to document, if you will, the human
side of the equation that we are trying to address. From that initial
question came eventt.ally, through the 1440 section of the farm bill,
through some other activities in my district, through the formula-
tion of the four-part rural development initiativemuch of what it
is predicated on is the study and findings that Bill and Judy Hef-
fernan have made. I would like, fir-t of all, just to say that as a
preface to what Bill might say today and also to welcome him as a
Missourian, as somebody who is very much concerned and involved
in this effort in rural America.

Bill, thank you. Welcome.
Mr. JONES of Tennessee. Thank you very much, Tom.
I believe I overlooked Ms. Andrea Jackson. Did I introduce hex?

She's there, I know. I don't know whether I did or not because I am
confused with some of these changes we made. Ar yway, we're glad
that you're here.

Ms. JACKSON. Thank you.
Mr. JONES of Tennessee. Mr. Bill Heffernan, you're recognized

and you may proceed. We're glad you're here.

STATEMENT OF WILLIAM D. HEFFERNAN, PROFESSOR OF RURAL
SOCIOLOGY, UNIVERSITY OF MISSOURI-COLUMBIA

Mr. HEFFERNAN. Thank you, Mr. Chairman I appreciate very
much being here today. Most importantly, I want to commend this
committee for focusing on this very important issue of rural devel-
opment.

In light of some of the earlier discussion, I'm going to go directly
to some of my remarks concerning the program we have been
working with at the University of Missouri. The University of Mis-
souri Extension Service has had a long history of working with
rural communities to enhance economic development, but with the
funding we receive under section 1440 of the Food Security Act we
have been able to include four additional areas to give us a much
more balanced program focusing on both the social and economic
development of rural areas.

I want to talk about the four major thrusts that we have put to-
gether as a response once we received the funding from 1440.

The first thrust is what we call the Rural Community Service
Project. In the northern portion of the State seven senior-level
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counselors from local rural mental health centers have been hired
and located in local Extension offices. These professional counselors
are capable of directing and assisting families experiencing imme-
diate psychological problems which often lead to destructive or
abusive behavior. Their major purpose, however, is not to provide
ongoing family assistance, but rather to help route these families
in need of assistance to the appropriate services. Most of these fam-
ilies have multiple problems and can be assisted by not one, but
several of the agencies and organizations available in our local
communities.

The rural community service coordinators can provide the fami-
lies with information about numerous services available at the
community, county, regional, and State levels. Even more impor-
tant is the role the coordinators play in the community. The coordi
nators serve as a catalyst to help local citizens inventory the re-
sources available in their communities, coordinate these resources,
and help to disseminate the information to a host of caregivers and
families who are in need of this information. They are also helping
to establish local support groups and providing professional assist-
ance to support group leaders when necessary.

The coordinators utilize the full resources of the University of
Missouri and the local community mental health centers in provid-
ing services to rural communities and families. This program has
been integrated into other ongoing Extension programs such as
those in farm management, child and family development, and
community economic development.

In addition, the program has received strong support and coop-
eration from the Missouri Department of Social Services, the de-
partment of mental health, and the department of agriculture
which coordinates MOF'ARMS which is a financial management
program.

Recently, the department of mental health submitted a proposal
to the National Institute of Mental Health which is accepting pro-
posals for innovative programs in the delivery of rural mental
health services. The Missouri proposal builds on the rural commu-
nity service project. Likewise, the department of economic develop-
ment has recently submitted a proposal to the U.S. Department of
Labor requesting funds targeted to provide special job training as-
sistance to farm and former farm families. Again, the proposed
training efforts are highly tied to our 1440 project.

The rural community service project is also working closely with
the Missouri Interfaith Coalition on the Rural Crisis. For example,
the coordinators have become key members of what's called the
coalition's bank closing response team. They are also being asked
to help conduct pastoral training conferences held around the
State.

Basically we're saying that the 1440 project is a key link in de-
veloping local and statewide network of organizations and agencies
attempting to help farm and rural families.

Now thcra second project is what we call the Career Options for
Missouri Farm Families. This has, again, about four major thrusts
to it. One of them is an in-depth career educational program in
which individuals can come and seek 3 to 5 hours of counseling.
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Also, there is a hot line which people from around the State can
call. There is also a series of workshops that are being set up to
help individuals. Since Ms. Jackson is going to be talking more
about this one, I will not spend any more time on this particular
option. She has been a part of it and really knows it from the
bottom up a-4 has worked closely with them.

A third one deals with rural youth. We know that there are a lot
of youth that are being impacted. The consequences of this for
these young people is going to be very long term if we do not deal
with it upfront. So we have a variety of programs being designated
to assist the youth and youth leaders in dealing with the adverse
effects of stress. They include a special program that is being devel-
oped for teachers both in terms of their in-service training and
then also materials that the teachers can use in the classroom.

A series of public forums will be held in several locations focus-
ing on teenage suicide, stress, and depression, and individual and
community means by which such problems can be reduced.

There will also be special training on ways to cope with stress
and ways to help troubled friends, which is being provided for 4-H
camp counselors who will be running our camps this summer in
the State.

In addition, special training on family communication, stress,
and stress management will be given to leaders of 4-H and other
youth organizations.

The fourth major thrust is what we call the Alternative Horticul-
tural Produce Marketing. This one is just getting off of the ground.
Several communities are being targeted in which to pilot a unique
project in which horticulture producers will be linked with such
local institutional buyers as through schools, hospitals, and nursing
homes. Also, the potential for processing locally produced items on
a local basis is being explored in several communities.

Given the severe economic problems facing agriculture and sev-
eral other industries located in rural areas, it is clear that nation-
al, State, and local resources must be combined if the impacted
rural communities are to remain viable.

Rural development is the only hope many rural communities
have for survival. Without a significant and creative effort to revi-
talize the rural economy, much of rural America will continue to
deteriorate into an even deeper level of poverty, despair, and de-
cline. The despair for many farm and rural families is already so
great that attention must be focused on social and psychological de-
velopment, as well as economic development, if rural communities
are to be revitalized.

We have used the 1440 funds to broaden the rural development
effort we have had at the University of Missouri Extension and we
are very much appreciative of those funds.

Thank you.
[The prepared statement of Mr. Heffernan appears at the conclu-

sion of the hearing.]
Mr. JONES of Tennessee. Thank you very much, Mr. Heffernan.

You did summarize your statement
Mr. HEFFERNAN. Yes.
Mr. JONES of Tennessee. Without objection, the entire statement

has been included in the record.
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We appreciate this vital work that you have been doing. Without
a doubt, we will be calling upon you for some additional advice.

Mr. Tallon.
Mr. JALLON. Mr. Chairman, thank you. I would just like t) per-

sonally welcome our next witness, Bob Youmans. who is appearing
before this subcommittee. I have had the opportunity to work with
Bob in his involvement with the South Carolina Farm Bureau. He's
an outstanding leader.

I appreciate so much your being here today, Bob. Thank you.

STATEMENT OF ROBERT A. YOUMANS, MEMBER, RURAL FAMILY
ISSUES COALITION

Mr. YOUMANS. Thank you, Congressman.
Mr. Chairman and members of the subcommittee, I am Bob You-

mans. I'm a farmer from Furman, South Carolina. I appreciate the
opportunity to share with you a view of life in a rural South Caro-
lina town, my home town.

In our community of Furman we had 27 full-time farmers in
1980. We had a thriving equipment dealership there. This growing
season we will have no more than four full-time farmers, probably
only two, and the tractor dealership has been out of business for 3
years.

This picture of a dying rural town is common all across America.
In most rural areas, farming is the hub that feeds other businesses
as well as feeds the world. With the loss of as many as 1,000 farm-
ers in the United States every week, there are serious problems not
only with farm families, but with farm workers, agribusiness
people, suppliers, and other rural businesses.

I applaud the work that you, the Members of the U.S. Congress
and this committee, in seeking to improve the quality of life of
rural Americans by encouraging rural development.

We desperately need to bring opportunities for new jobs and job
training, technical assistance, and capital improvements to our
rural areas.

But many families I know have immediate needs that must be
met before they can utilize these development opportunities. Every
day I see people who are so burdened by the load of stress brought
on by financial uncertainty, loss of businesses and of jobs, their
way of life, that they literally do not know what to do or where to
turn.

I recently was visiting one of my friends, a farmer, who was dis-
traught because he did not qualify for an operating loan this year.
In the middle of our conversation, as he was wringing his hands
and saying, "I don't know what to do. My farming days are over,"
he picked up the telephone on the wall and called the local John
Deere dealership ordering $1,500 worth of new disc blades for his
disc harrow, having no idea in the world whatsoever where he was
going to get the money to pay for them.

Why this kind of behavior? Let's talk about the rural individuals
for a moment. Most of us have been trained to plant, to produce, to
plow, and to harvest. More recently, with the help of the Extension
Service, we have been taught how to market and even how to de-
velop a financial management plan, but never in the far reaches of
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our imaginationmine or our traininghave there been thoughts
of failure, relocation, or changing vocation. Few, if any, know the
possibilities of help from the traditional social services or mental
health services that may be in the rural areas. Most of them, if
they are aware of this help, hesitate because of the very nature of
the beast.

This beast called rural America is a rugged, self-reliant individ-
ual who has never allowed himself to depend on anyone and gener-
ally not on the system. But things have changed. Our small com-
munity has seen increases in alcohol and drug abuse, spouse and
child abuse, divorce, and even attempted suicides.

One of the most evident symptoms of the rural stress is the total
withdrawal from all ways of community life and from family and
from friends and even from church activities. Our rural families
need help in dealing with the stresses, but most of them, as I men-
tioned earlier, are too independent and teo proud to seek this help.

Because of my frustration over how to get help for my neighbors
and friends, I joined with other concerned folks from across this
Nation to foi m the Rural Family Issues Coalition. This national co-
alition has four very specific goals:

One of the goals is to provide 24-hour phone crisis intervention.
Two, to provide aggressive outreach by trained human services

professionals who will r rovide immediate, on-site, one-to-one assist-
ance for rural families in distress any time or place, and to stay
with them until the problem is resolved.

Three, to develop local peer support groups.
Four, after they have resolved the immediate crisis, to connect

them and refer them to the appropriate traditional helping services
such as public health, mental health, extension, ministerial, and
human services.

The Rural Family Issues Coalition's goals are patterned after a
highly successful program developed in Ilinois called Stress Coun-
try Style. Let me explain for just one minute why T. think this kind
of program can help in my communit3- or in the thousands of simi-
lar communities around this country.

Rural folks find it very difficult to seek help locally, but will fre-
quently spill everything of their troubles with a compassionate
stranger. This is evidenced by the scores of cold calls made by the
Stress Country Style program without one rejection. These first-
time calls have resulted in a high rate of success in preventing sui-
cide, homicide, and other problems that destroy the family life and
the family itself.

As I look around my community, I see many needs, but none
more urgent than a workable outreach system.

Mr. Chairman, I would like to leave with you information that
details the needs of the rural outreach program and how the pro-
gram works to have in the record, if it is your pleasure.

I would like to close by expressing my thanks to you for the work
that you arc doing to strengthen our rural communities. I would
also like to thank Chairman de la Garza and his staff for introduc-
ing H.R. 2398, a bill that would provide outreach programs and
crisis management assistance for farmers and rural families.

1.k 0
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My hope is that this kind of assistance could be utilized and ex-
panded in conjunction with the good work that you are doing with
these two bills that have been introduced.

I want to thank you for the opportunity of appearing here on
behalf of the coalition and my fellow farmers. 1 would be happy to
respond to any questions.

[The prepared statement of Mr. Youmans appears at the conclu-
sion of the hearing.]

Mr. JorsiE, of Tennessee. Thank you very much, Mr. Youmans,
for a very practical and fine statement. We will have some ques-
tions for you at a later time.

Now we'll proceed with the next witness, Ms. Mollie Anderson,
the director of the Greater Nebraska Job Training Program, De-
partment of Labor of Lincoln, Nebraska.

We are pleased that you are here, Ms. Anderson. You may pro-
ceed.

STATEMENT OF MOLLIE ANDERSON, DIRECTOR, JOB TRAINING
OF GREATER NEBRASKA, NEBRASKA DEPARTMENT OF LABOR

Ms. ANDERSON. Thank you.
Mr. Chairman and members of this subcommittee, thank you for

the opportunity to testify today and the opportunity to bring m:
young son to Washington and see Go- rnment at its best.

My comments are submitted to you as a summary today. I'm pre-
senting them and I would appreciate if you would put the full testi-
mony in the record.

Mr. JONES of Tennessee. Without objection, it will be made a part
of the record.

Ms. ANDERSCN. Thank you.
I am Moilie Anderson. I am the director of the Greater Nebraska

Job Training Program which is a part of the Nebraska Department
of Labor. We were pleased to receive an appropriation of $500,000
from section 1440 of the 1985 farm bill which allowed us to contin-
ue our zgriculture-in-transition program through September of
1987.

I am here today to ask for your continued support of our pro-
gram which has proven to aid our distressed farming communities
in Nebraska. Our program serves an 88-county area whose No. 1
industry is agriculture. Included in your packet today is informa-
tion on the extent of the crisis and its impact upc Jebraska.

Because the problems facing rural America are so complex, we
feel any programs offered as solutions must have a broad spectrum
of alternatives to offer. Anything less will result in failure not only
for the programs implemented, but for the -)eople they are de-
signed to help.

As Congressman Coleman said today, today's agricultural crisis
is far more than a farm problem. It is a rural community crisis
that requires comprehensive solutions beyond the scope of tradi-
tional agricultural programs which often stop at the farmgate.

We support the rural development initiative intraluced to re-
build rural America and restructure USDA, and we compliment
this committee on its comprehensive design.

4
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Let me quickly comment on a few of its objects . es. First, we sup-
port the creation of a Rural Development Administration within
USDA and the establishment of a special advisor to the President.
In our opinion, this places the emphasis on the fact that the rural
economy has changed. No longer is it restricted to the dependency
on agricultural production. It properly places revitalization and
rural development on a par with agricultural production issues.

Second, we support block grant programs to provide seed capital
for rural economic development which would encourage private
sector investment and provide funding for rural infrastructure
needs. Without such assistance, rural communities cannot compete
with their metropolitan counterparts.

Third, we support the creation of one-stop shop ag action centers,
a concept proven to be most effective.

I would like to use the remainder of my time to comment on our
program design, our performance, outcome, and our funding issues.
The centerpiece of our program are six one-stop shops centers
called ag action centers located in community colleges across our
State. The colleges provide a comfortable, nonthreatening environ-
ment free from the negative social service stigma that my counter-
parts have already stated is vitally important to these programs.

This was essential if we were to be able to reach the ag v-nrkers
who traditionally have a strong sense of self-reliance. We developed
a three-pronged strategy which is outlined in the material you
have received. The first prong addressed the dislocated farmwork-
er. We feel our first responsibility in our program is to keep farm-
ers in farming. The centers allow people to come to their own con-
clusions about their future in agriculture. They provide farm-ranch
management courses; legal, financial, and stress counseling; refer-
rals to social cervices agencies; and many times they provide help
in just simply nroviding supplemental off-farm income in order to
keep that farm operation going.

The second prong addresses a dislocated farmer. It provides
career assessment, counseling, classroom and on-the-job training
and supportive services. It helps farmers realize they do, indeed,
have transferrable skills and they are not a dumb farmer.

Because of the time constraints, I have provided the program
performance information as a handout. I would like to tell you we
have had 2,500 individuals come into our ag action centers; 1,300 of
those individuals have been able to remain in farming; 900 had to
get out of farming; and we have a 79 percent placement for those
individuals at a cost of roughly $1,900.

If you look at that last page of the material which I have submit-
ted, you will see the return on the investment for the Federal Gov-
ernment and you will see that by far they return more when they
are Nv.orking than what they cost you in expense for these pro-
grams.

The third prong in our strategy, and one that is critical to the
ultimat,-; success of the program, is community services. There is no
need to retrain people if There are no jobs available. To address this
need, we must be able to implement programs that create jobs.

If you will see in the material, there is a real need to provide
marketing assistance for small towns, business incubation centers,

4 ,,
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technical assistance for cottage industries, and we have no funds
for those efforts.

I would like to submit that there were some problems in the ap-
propriations received in the 1440 bill. That was in regard to the
ability to subcontract with other agencies. It was eventually re-
solved, but it caused some red tape.

In closing, I would like to say agriculture-in-transition has pro-
vided a resource for our rural communities. We hope that if legisla-
tion is passed our program can continue to be a model for other
States to use. I think that it is apparent this group recognizes
small farms and communities are an integral and vital component
of America and that their preservation is critical to our productive
survival

Thank. you.
[The prepared statement of Ms. ^_derson appears at the conclu-

sion of the hearing.]
Mr. JONES of Tennessee. Thank you very much, Ms. Anderson,

for a very good statement. Without a doubt, we'll be wanting to
talk to you at a later date.

Our next witness is Mrs. Andrea Jackson of La Plata, Missouri.
Mr. Coleman, do you wish to introduce Mrs. Jackson?
Mr. COLEMAN. Mr. Chairman, I would certainly welcome Andy to

our committee. I have known her as a farm wife and as a person
not in my district but from north Missouri who has had some of
the same problems as the people in my district because of the vast
weather patterns that have inundated us for several years. I cer-
tainly welcome her and look forward to her testimony.

She is going to be telling us as a participant in one of these pro-
grams, and I think that is a unique perspective that will be given
to us.

Welcome, Andy.
Mr. JONES of Tennessee. We are delighted to have you. You may

proceed, Mrs. Jackson.

STATEMENT OF ANDREA JACKSON, FARMER, LaPLATA, MO

Mrs. JACKSON. Thank you, Mr. Coleman, Mr. Chairman, and
members of the subcommittee.

My name is Andy Jacksor and I am from La Plata, Missouri. I
am married and have three sons. My husband and I have a farm-
ing operation that has been adversely affected by the current eco-
nomic conditions. I am a participant in the Career Options for Mis-
souri Farm Families which is a university extension 1440 project. I
am presently employed but am looking at career options both in
and outside our present location.

I was a participant in a workshop with 10 other individuals, both
men and women, whose lives are in transition due to the economic
conditions. Four of these people had college degrees in an area of
agriculture; one had a graduate degree in agricultural education;
and three had two or more years of higher learning. Of course, all
of them had a high school education. Other participants in this
project have less formal education which indicates that this project
is serving a cross-section of individuals. We are all involved in agri-
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culture production and/or agribusiness. We are respected commu-
nity leaders, and our lives are in transition.

One participant, who is a widower and father of three sons, does
not want to leave his local area as his sons are established in
junior high r.nd high school activities and organizations. He has a
B.S. degree in dairy science, had sold his dairy herd a week prior to
our workshop, and he was there looking at possibilities for certifi-
cation to teach.

Another participant had recently quit farming. is divorced, and
has no geographic limitations. He desires to relcJate, if necessary,
and is simply exploring options, trying to find employment possi-
bilities and to reconstruct a positive self-esteem.

Other situations of workshop participants are cited in the
Kansas City Times article which is enclosed with this testimony.

We, as a group, shared similar problems, concerns, and goals,
and we developed a caring relationship during the 3-day workshop.
To those suffering from depression and who are struggling with
transitional legalities, this workshop experience provided the op-
portunity for fresh introspection and objectivity in the analysis of
our own abilities. It provided the opportunity to feel assivancc
that, yes, we still do have skills and capabiiitiesto re-estabiizh
confidence in ourselves; the opportunity to step away from the
problems for a brief time to look clearly at possible solutions. We
had the opportunity for self-analysis through the Strong-Campbell
Interest Inventory, and we had individual career counseling ses-
sions and, importantly, the opportunity to initiate change for our-
selveF in a positive way.

The university extension is an established, in-place vehicle to
meet the needs of the ar,ricultural families that are iii transition.
In Missouri the netwc- King that is available through their career
planning and placement center is a very strong advantage, particu-
larly for individuals that may eventually look to leaving their
home area.

I just have a closing thought that actually cen.es hom Naiobitt's
"Megatrends," but it relates so stro.Igly to those of us who are in-
volved in agriculture and involved in transition:

We are living in a time of parenthesis, the time between eras. It
is as though we have bracketed off the present, which is here, from
the past and from the future. We are clinging to than, known past
because we are so fearful of the future. This time of parenthesis is
a time of change and questioning. Although this time is uncertain,
if we can learn to make that uncertaLty our friend, we can actual-
ly achieve more in those unstable times than we can in stable
times. We must get the clear vision of the road ahead. Once we
have that clear vision, we have a renewed resilience and renewed
confidence in our abilities to adapt to our ever-changing society.

I feel strongly that the 1440 program provides an opportunity for
people who are involved in agricu. .re to accurately assess their
abilities and to adapt to this changing society.

I thank you for the opportunity to share my thoughts with you. I
would entertain any questions that you might ha e.

[The prepared statement of Mrs. Jackson appears at the conclu-
sion of the hearing.]
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Mr. JONES of Tennessee. Thank you very much, Mrs. Jackson, for
a very fine statement.

Our next witness is one that has been added from the third
panel, Mr. Larry Werries, director of the Illinois Department of Ag-
riculture, Springfield.

Mr. Werries.

STATEMENT OF LARRY A. WERRIES, DIRECTOR, ILLINOIS
DEPARTMENT OF AGRICULTURE

Mr. WERRIES. Thank you, Mr. Chairman and members of the sub-
committee.

I deeply appreciate your adjusting the schedule to accommodate
a flight to Chicago.

I %via truly attempt to summarize my comments which I submit
for t1-.... record.

Mr. JONES. Without objection, the entire statement will be made
a part of the record.

Mr. WERRIES. Thank you, sir.
I'm the director of the department of agriculture in the State of

Illinois and also a grain and livestock farmer in the west central
part of the State. We have not been immune from the agricultural
problems in the State of Illinois although we feel like we have
fared a bit better than some of our neighbors in the eastern and
western edges of Cie cornbelt.

We feel that our three main reasons for the fact that Illinois per-
haps has come through those in a little better shape are: first of
all, we're a prairie State. Our soil is very rich. the weather has
been a little better than some of the western cornbelt States have
experienced in drought times. Also, we feel as though Our economy
is more diverse in the State of Illinois. In other words, farmers and
their wives have more opportunities to find off-the-farm employ-
ment.

Nevertheless, just yesterday I called the association which repre-
sents the farm retail equipment dealers, and in 1980 we had 600
farm equipment dealers in the State of Illinois; today we ha ve 425,
a loss of nearly one - third. Just yesterday in one of the Chicago
papers I read that the bottom six counties in deep southern Illi-
noisfamilies which require obstetric services cannot find them in
those counties. They go to Paduka or Cape Jerado. Mr. Coleman,
going to Cape Jerado for those services may not be all that bad,
but, nevertheless, it's pretty far for some of them. We've lost some
support seices, both ag-related and nonag-related, in the State of
Illinois, as her States have.

We have taken several initiatives at the State level to try to ad-
dress these problems. We feel as though we have been very active,
and several people have alluded to programs going on in Illinois
that we're quite Proud of: the Stress Country Style Program is one
that I think other States are modeling their programs after.

We feel as though these programs have taken a logical sequence.
First of all, the Extension Service got involved in attempting to
counsel farm )rs to become better financial managers. We did that.
The logical sequence there was to provide some financial assistance
programs. It was found that those programs were not correcting all
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of the problems which were found out in rural Illinois. Then we
went to a legal assistance program to help farmers with legal prob-
lems if they could not truly afford them. Then the next program to
begin was the stress counseling program. I suppose the next logical
program is then rural development.

Our emphasis has been to try to keep farmers on their farms, if
we could truly do that. If that is not possible, then I think we
should consider rural development programs to provide alternative
employment either in addition to the farming operations or per-
haps in some cases as an alternative to farm employment.

I would suggest that some programs are worthy of your consider-
ation, then, at the Federal level. I might just summarize by listing
some of those. I think technical assistance is an important aspect
for the Federal -level to consider. Most rural communities are gov-
erned by part-time or volunteer leadership. In many cases they're
not always up on the availability of State and Federal programs. I
think that with some guidance from State and Federal officials
these communities can avail themselves of these programs.

Modernization grants, water and sewer system upgrades are still
important as infrastructure additions to local communities should
they seek to attract industry.

I am presently serving on a task force in the State of Illinois that
is chaired by our director of the experiment station at the Univer-
sity of Illinois, seeking to establish a system whereby farmers can
avail themselves of the best technical assistance out there via a
computer system, computer-assisted derisionmaking, if you will.

Diversificationthis seems to be the byword in central America.
The problem of farmers not making it raising traditional commod-
ities and seeking to devote part of their farming operation to alter-
native enterprises.

Then local incentives I think should be a part of any Federal pro-
gram.

: appreciate the chance to be with you, Mr. Chairman and mem-
bers of the subcommittee. I stand available to answer any ques-
tions.

[The prepared statement of Mr. Werries appears at the conclu-
sion of the hearing.]

Mr. JONES of Tennessee. Thank you very much, Mr. Werries, for
a good statement. Without a doubt, we will be asking you for some
help a little later.

Our next witness, and the final witness of this panel, is Mr. Jay
Hedges, the director of the Illinois Department of Commerce and
Community Affairs of Springfield.

Mr. Hedges, we are delighted that you are here. You may pro-
ceed.

STATEMENT OF JAY R. HEDGES, DIRECTOR, ILLINOIS
DEPARTMENT OF COMMERCE AND COMMUNITY AFFAIRS

Mr. HEDGES. Thank you, Mr. Chairman.
I also will summarize my comments and submit them for the

record.
Mr. JONES of Tennessee. Without objection, they will be made a

part of the record
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Mr. HEDGES. It's been only two short a period of time since
people in the economic development community sat at a table like
this with members of the agriculture community. For many years
we struggled and fought for scarce resources, and agriculture
wasn't considered economic development. In recent years, certainly
in Illinois and our sister States represented on this panel, I believe
economic developers have recognized that the agricultural commu-
nity is the lifeblood of the Western States, and the diversification
and food processing sorts of industries that are related certainly
are very dependent in terms of our general economy. We sit here
together at the same table today working hand and hand as op-
posed to fighting for scarce resources.

I present an agency of about 700 employees and about $700
million in Illinois in terms of economic development. We do a
number of things, all related to economic development, including
administration of numerous State programs like job training, de-
velopment block grants, and many other procurement assistance
and business management assistance, and other kinds of programs
to assist businesses.

We also run the Film Office and manage an Illinois Office of
Tourism, all parts of our broad, diversified Illinois economic devel-
opment efforts. We also have a very large and extensive small busi-
ness assistance bureau in our agency. We feel that this is the real
growth potential in eco mic development in Illi2ois and certainly
in many other midwestern and other States.

Within that is where we have begun to really identify the needs
of rural economic development throughout our State. We have
found that in light of the fact that we have such large resources
and so many programs, including Federal dollars, we have still not
been able to properly address the needs of rural Illinois.

There are some successes, we believe, however, and some encour-
agement and reasons why we think there is potential M develop
these smaller communities in terms of economic development and
related businesses. In particular, we're finding increased auto sup-
pliers bring new jobs to our State and to the Midwest, particularly
interested in what's become known as the "farm work ethic" in Il-
linois and in the Midwestforeign and domestic manufacturers in-
terested in finding farm families and farm people to rth_ and oper-
ate their manufacturing facilities. I feel this offers enco _agement
to rural Illinois aid rural America.

New value-added processing facilities we think will be very im-
portant to not just diversifying crops, but making more creative
uses for our existing traditional crops.

We also feel that there is good news in the area of tourism, some-
thing we haven't talked much about today, but something that will
be critical to farm communities and rural communities as people
seek more diversified tourist and travel activities throughout Illi-
nois and throughout the Midwest.

We believe there are some great potentials for success in this
area, and we not only look toward the Federal Government for pro-
viding assistance, but the State of Illinois and other States as you
have heard from today are making State commitments in terms of
resources and programs to try to correct these problems.

41
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Illinois is working to meet these challenges and has provided
leadership in terms of funding a program to address them. Specifi-
cally, Lieutenant Governor George Ryan conducted 22 public hear-
ings during the last year and more than 115 towns were represent-
ed during these hearings to listen to the concerns of citizens from
rural Illinois.

We found that there were several major areas of concern: ccl-
tinuing to maintain a rural emphasis and not trying to urbanize
our rural areas was important to people in our communities to bol-
ster the rural economy and attempt to provide State and Federal
assistance to help local efforts, and to strengthen the local govern-
ments who many times don't have the professionals and economic
developers that larger communities have. Also, to improve the edu-
cation and human resources of these communities, to serve the
needs of businesses that may be interested in expanding or relocat-
ing.

We think it's important that the Federal Government work with
States and with local governments to encourage the investment of
private capital in our communities, not just to use State resources
and Federal resources, but to encourage the leveraging and invest-
ment of private capital, because we believe this is the only way
that natural markets can be generated rather than just creating
employment with Federal and State dollars.

We think it's important to look at innovative ways to provide fi-
nancing assistance and not tie the hands of State development
agencies and local government Fgencies with specific guidelines
that may not apply the same nationwide, to provide that lexibility
within certain targeted areas.

We have been participating in a program just recently adminis-
tered by the USDA, the Rural Development Program, which allows
the State of Illinois now, as one of four States in the country, to
provide low-interest loans, direct loans, grants for feas'bility stud-
ies and technical assistance, as well as loan guarantees provided by
the Federal Government. Four point seven million dollars was
awarded to Illinois just about 30 days ago. That will be used in con-
junction with the new rural economic development program admin-
istered by our agency and appropriated through the Illinois State
general fund of $2 million. So the State has provided its financial
commitment and program commitment to accent and complement
the Federal program that we think is so important.

Let me summarize my statement by saying in some specific areas
we think that the Federal Government and this committee, consid-
ering the bills at this point, should consider very specific programs
to assist rural economic development.

Specifically, revolving loan funds financed by the FmHA and
State funds can help displaced farmworkers to develop their own
small businesses. FiriiA F,uarantees are others administered by
USDA can help the direct loans, State and Federal loans, to pri-
vate assistance, to provide additional financing for more traditional
business and industrial expansion in rural areas. Finally, Federal
loan guarantees for agribusiness to help diversify rural economies
with value-added efforts.

We support limits of population of 20,000 which will also mirror
some of our State programs to try to fend off some of the competi-
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tion from the more urban areas, and we also believe that it makes
sense to requi.e State funding commitments in conjunction with
Federal funds.

We also believe that there should not be an injection of State
and Federal dollars that exceeds more than 50 percent of the total
project to guarantee that there would be private dollars in projects
so that they would be more economical.

Finally, we just simply encourage continued cooperation of the
agricultural community and the economic development community
and government at all levels, including Federal, State, and local
government, in attempting to address this issue. We believe it is a
timely issue and one that is very popular in terms of discussion.
It's important that the Federal Government strike while the iron is
hot and attempt to take advantage of these sentiments so that
these programs can be created and used effectively.

Thank you.
[The prepared statement of Mr. Hedges appears at the conclusion

of the hearing.]
Mr. JONES of Tennessee. Thank you very much, Mr. Hedges.
That does complete the panel. I think, simply stated, that each of

you has complimented what this subcommittee has done so far. I
think each of you has also indicated your willingness to do all that
you can to assist us in completing a rural development program
that will be acceptable to rural America and do something out
there that needs to be done very badly.

In order to finish this hearing on time, and time is of essence
today as it is most days here, I'm going to forego asking any of you
any questions but reserve the right to contact any of you by letter
or telephone for any additional assistance that we might need here.

Mr. Coleman.
Mr. COLEMAN. Thank you, Mr. Chairman.
I do have some questions. I want to take advantage of these

people being here, but I will try to make them as brief as possible.
Bill, your operation is under 1440. We have a 1-year, $500,000 ap-

propriation. What happens the next year?
Mr. HEFFERNAN. We're hoping for move appropriations so we can

continue this, Mr. Coleman. There are parts that are moving into
place, but still this is sort of the key to many other programs in
fact we are already building on. It is really quite vital that we con-
tinue this part of it.

Mr. COLEMAN. You haven't found an alternative source?
Mr. HEFFERNAN. We have not found an alternative source.
Mr. COLEMAN. Ms. Anderson, as you know, and I certainly would

give credit to Nebraska that the agricultural action centers in H.R.
2026 are patterned after your experience and you have been very
helpful. Although your experience started out with a department of
labor grant, as I understand it, of $1 million, and we have kind of
worked through the Extension Service on our approach in what
we're working on, and what I'm trying to have and would like to
have is the action centers that we would authorize here would be a
combination of Bill Heffernan'i, operation, which is emphasizing
the emotional, the social, that side of the thing, and yours such as
job training, maybe a little bit more accent there to bring about a
product which takes the best features of both.

4 t;



45

I just want to point cut to the subcommittee and for the record
this very important appendix that you have attached to your pre-
pared statement which shows that this is cost effective. What we
are doing here is saving money and actually producing more reve-
nue. When you take the 743 people who have enrolled in your sery
ices, when you assume that they are being paidyou know how
much they're being paid, $5.59 almostthey pay back in 1 year all
of the money practically that you receive through that grant of the
Federal Government. They pay that back in taxes And also to the
State, and have in turn put out $9,000 in that community which
the economists say turns over seven times.

When people ask us how much our programs cost, I think this is
the type of thing that we can say it is actually going to be a pro-
ducer of revenue and not a drain necessarily on revenue.

I didn't comment on the last panel, but I think making the Fed-
eral Government more efficient, perhaps consolidating some pro-
grams and bringing them under the umbrella agency of the Rural
Development Administration will also save money. It's got to, con-
sidering that we've got bureaucracies all through the agencies here
that don't know what they're doing and the left hand doesn't know
what the right hand is doing.

I don't know what your experience was, but when we started
trying to figure out what was going on, we had an awfully hard
time.

Ms. ANDERSON. I think our experience was somewhat simi:dr.
For the farmer when we got all the groups together that could
have some impact upon the crisis they were currentl going
through, they were almost boggled at where to go. Those one-stop
shops are critical to having those individuals access Federal pro-
grams.

I would like to say one thing on your comment about the return
on investment. That is a good piece of information, and I might add
that if you look at the drain on unemployment in rural communi-
ties, that will show you what is happening with the financial
impact when these individuals are unemployed in their communi-
ties.

I would want you to know these individuals are certainly very
marketable to businesses in our State if we are able to provide the
job training programs to assist them in making that transition.
There are, and there will be, jobs for those individuals.

Mr. COLEMAN. Well, the argument that I make is that the rural
community is full of people who have a ..!ry strong work ethic.
They just want to have a job to be able to work. They will put
those talents that they have been able to do so well in agriculture
to create unparalleled success and production surpluses that are
continuing to plague us on the supply sidebe able to apply those
types of capabilities to a different job with a strong dedication for a
fair day's wage. I think that is something that corporate America
has passed up. We're going to hear from the chamber of commerce
soon and we'll get into that.

You are utilizing the State education system as your action cen-
ters; are you not?

Ms. ANDERSON. Yes.

.-
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Mr. COLEMAN. Have you had any experience or have you consid-
ered nonuniversity sites? You said that people were willing to go in
there; that they don't feel so funny about going in and seeking as-
sistance there.

Ms. ANDERSON. We did poll farmers and in our State they felt
that the community college was the nonthreatening environment
that they would feel comfortable going to. I would want you to
know that I certainly would have no aversion to working with the
Extension Service. In fact, we do have a cooperative relationship.

In our State, though, we did find that farmers felt that the Ex-
tension Ser rice was there for successful farmers and it was difficult
for them to go back to them for advice as to how to get out of farm-
ing. That does not mean, though, in our State that the Extension
Service did not help us in providing those services 'n the ag action
centers. I think that a cooperative relationship can ue worked out.

Mr. COLEMAN. Mr. Hedges, finally, does Illinois have a rural de-
velopment plan?

Mr. HEDGES. Yes. I believe we provided copies to your staff and a
letter from the Lieutenant Governor which not only summarizes
the comments received in these 22 public hearings, but also makes
several recommendations on how to develop the rural economy.
Also, we have several pieces of legislation pending in Springfield at
this present time which we believe will be enacted by July 1.

Mr. COLEMAN. Finally, I wasn't clear on the grant that you re-
ceived from USDA recently of $4.7 million. Could you againI
didn't find it in your testimony; maybe it's in there.

Mr. HEDGES. Yes, I believe there as an attachment provided that
will go into detail on that program. If not, we'll certainly make it
available to you.

Illinois received just a few weeks ago a commitment from the
USDA FmHA rural development program which is referred to
the funding comes through a not-for-profit, national finance corpo-
ration which has been established with the name Minnesota on it.
Four States are participating and will be receiving funding during
the coming fiscal year.

Mr. COLEMAN. Is that a loan?
Mr. HEDGES. Of the $4.7 million to Illinois, $1.7 million will be

direct loans and grants for feasibility and marketing studies; the
other $3 million will be in loan guaran'ees.

Mr. COLEMAN. Thank you.
Mr. HEDGES. As I have said, we have complemented that with an

additional $2 million of State funding.
Mr. COLEMAN. Thank you. I thank all of you for coming and your

very fine testimony.
Mr. JONES of Tennessee. Thank you very much, Mr. Coleman, for

your questions.
Thank you, panel, very much for being here.
Mr. Nagle, do you have any questions?
Mr. NAGLE. No, Mr. Chairman, I don't.
Mr. JONES of Tennessee. We can call them back.
Do you, Mr. Jontz?
Mr. JONTZ. No, Mr. Chairman.
Mr. JONES of Tennessee. Do you, Mr. Penny?
Mr. PENNY. No, Mr. Chairman.
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Mr. JONES of Tennessee. We'll reserve the same right that I did
to ask them questions if necessary.

We have a vote on the floor. I think this would be a good time to
recess the subcommittee and come back for the final panel.

[Recess taken.]
Mr. JONES of Tennessee. The subcommittee will resume its sit-

ting.
We have three witnesses on this panel today: Mr. Jim Hall, the

assistant to the Governor of Tennessee, Governor Ned McCorter,
from Nashville, Tennessee; Ms. Aliceann Wohlbruck, executive di-
rector of the National Association of Development Organizations
here in Washington; and Mr. Stuart B. Hardy, manager of Food
and Agriculture Policy, Resources Policy Department, U.S. Cham-
ber of Commerce, in Washington.

We are delighted for all of you to be here. Jim, my special friend
from the State of Tennessee, assistant to Governor McCorter, we're
delighted that you could come and be with us.

You may proceed.

STATEMENT OF JAMES HALL, ASSISTANT TO THE GOVERNOR,
STATE OF TENNESSEE

Mr. HALL. Mr. Chairman, it's a pleasure to be here and appear
before the ' -.an of our congressional delegation and the good friend
of the Governor and a good friend of the State to testify on an ex-
tremely important subject to all Tennesseans which is the develop-
ment in our State of essentially two Tennessees.

I have brought with me today and want to bring to your atten-
tion a recent report by the Tennessee Advisory Commission on
Intergovernmental Relations. It was submitted to the legislature in
April of 1987. It is on economic growth and change in Tennessee. I
want to highlight a few points out of that report for the subcom-
mittee.

The findings in that report basically have highlighted that the
poor counties in our State are mostly rural; that the metro areas in
Tennessee have higher incomes, higher levels of educational attain-
ment, higher growth rates in the population and sales tax collec-
tions and per capita incomes; that there is lower unemployment;
and that metro areas rank higher overall in both the growth index
and economic health index in our State.

Of importance and significance we feel is the fact that the non-
metro areas have 34 percent of their workforce employed in manu-
facturing compared to 20 percent in the metropolitan areas. There-
fore, the recent losses in manufacturing jobs have had a greater
impact on our nonmetropolitan or rural, poorer areas in the State
of Tennessee.

The problems of Tennessee are really increased by the disparity
between the urban and rural areas of the State. The major cities
are close to or above the national average in per capita income.
The latest statistics produced by the U.S. Bureau of Economic
Analysis show that only two counties had a per capita income
above the national average. Both of these counties are in the Nash-
ville metropolitan area. When the State's metropolitan areas are
taken as a whole, they had a per capita income 78 percent of the
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national average. This is in sharp contrast to the 64 percent for
nonmetropolitan areas. Additionally, 7 rural counties had a per
capita income less than half of the national average while another
34 counties had per capita income between half and Lv.-c-thirds of
the national average.

One indication of the dilemma faced by these low-income coun-
ties is revealed by a comparison of the relative income level with
educational attainment. A recent study has shown that 15 of the
lowest income counties in Tennessee also have the lowest educa-
tional attainment. In addition to the relationship between educa-
tion and income, there is also a strong relationship between educa-
tion and unemp' ,yment. The higher the unemployment rate, the
lower the education level.

Other signs of the disparity between the urban and rural areas
of the State are the level of unemployment and employment
growth patterns. The nonmetropolitan area unemployment rates
have been consistently higher than the metropolitan rates since
1973. In 1985 the metropolitan areas had an average unemploy-
ment rate of 6.3 percent while the nonmetropolitan areas' unem-
ployment rate was 11.4 percent. The slowing down of employment
growth incurred before the 1980 recession and may be related to
the exportation of manufacturing jobs and the chronic problems of
American agricultwe. The post-war growth of manufacturing, par-
ticularly nondurable manufacturing, in rural Tennessee probably
sustained small family farming by providing alternative and sup-
plementary employment for farm families. The simultaneous de-
cline of manufacturing and farming has contributed significantly
to higher levels of unemployment in many rural areas. Moreover,
persons whose job skills are limited to farming and traditional
manufacturing will experience limited re-employment opportuni-
ties except in low-rate service jobs.

Current growth patterns are increasing the disparity between
urban and rural areas. Employment in urban areas increased 5.7
percent from 1980 to 1985 and only 2.8 percent in the rural areas.
During this time period most of the counties in Tennessee that ex-
perienced rapid employment growth were in middle and east Ten-
nessee. The largest concentration of low employment growth coun-
ties were west of the Nashville metropolitan area. Most of the
counties that experienced employment losses also experienced
losses in manufacturing employment. The concentration of job
losses in manufacturing that occurred in the rural counties of
upper west Tennessee were primarily in nondurable goods indus-
tries, those hit by foreign competition.

In manufacturing, jobs reached an all-time high in 1979, then de-
clined drastically and have not returned to the 1979 level. Al-
though there was a short-term upward trend in 1983, jobs de-
creased again in 1984. As a result of recent slow employment
growth trends, 52 Tennessee counties, 47 of those in nonmetro or
rural areas, 1,-d greater than 10 percent unemployment in 1985,
compared to national average of 7.2 percent and a State average
of 8 percent.

Because of the lack cf employment opportunities in rural areas,
many people are forced to move to ur!'-an areas or commute long
distances from work. Without sufficient employment opportunities
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in our State's rural areas, many of the communities in these areas
would not be able to survive. To correct these long-term problems a
new approach to economic development is needed in Tennessee, es-
pecially in rural areas where unemployment has remained high
and income low.

Little thought has been given to what type of infrastructure
would best suit a small community. Even less consideration has
been given to what type of industry should be recruited or business
development assistance provided. Expensive investments have been
made for water and sewer lines, rail spurs, access roads, and indus-
trial buildings and property, only to recruit companies that
produce nondurable manufactured goods. The result has been in
textile industries dominating Tennessee's rural economy.

Now, widespread plant closings have left many communities with
few jobs, low skill levels among workers, and little hope. To solve
these problems, a cooperative effort between the State and Federal
governments will be needed.

In Tennessee we are developing programs that we feel will aid in
the economic development of the State. First, we have initiated a
venture capital program to assist in the start-up of new industries.
Second, we have implemented a better schools program to improve
teacher pay and increase the quality of elementary and secondary
education. Third, we have started a massive road improvement and
construction program that will improve access to rural areas of the
State. Fourth, we will be implementing a housing program to make
it possible for low-income families to have access to deceni, housing.
Fifth, we will be implementing an indigent care program to insure
that low-income persons will not be denied access to the health
care system. Sixth, and most importantly, Congressman, we will be
preparing a 95-county job economic development program to coordi-
nate all of the State's development programs and to serve as a
guide for the formulation of economic policies.

One of the most important parts of our economic development
initiative will, be a series of cabinet meetings that our Governor
will be holding across the State starting on June 11 and 12 of this
year. The purpose of these meetings will be to learn what Tennes-
seans are concerned about and focus our State problems to address
these concerns.

Let me just state that in Tennessee we think we need to be ag-
gressive about the problem of what is happening in our State in
the development of two Tennessees. We are proud of the basic
values and qualities of life that have their origin and strength in
the rural character of our State. We cannot let the rural areas of
our State continue to suffer. We must be prepared for the economic
growth that will keep the rural areas of our State alive.

From the Federal level, we would like to see support for rural
development in the form of programs to assist the small businesses
One area where assistance is needed is in the financing of new
business operating expenditures. A program that would provide
support during this crucial start-up period would insure that more
small businesses survive and continue to provide much-needed em-
ployment in rural areas.

Let me just note at this point we certainly concur in the pro-
grams that are being reviewed by this committee and the focus
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that is being placed by this committee on what we think is prob-
ably most important problem to the citizens of our State as we
approach the yet, r 20e0.

To summarize, the primary problem we face in Tennessee is one
of uneven economic growth across the State of Tennessee. The
challenge we face is to manage growth in areas that are doing well
and stimulate growth in the rural areas that are not doing well.

Thank you very much.
[The prepared statement of Mr. Hall appears at the conclusion of

the hearing.]
Mr. JONES of Tennessee. Thank you, Jim, for taking the time to

come here and appear and to give a very good and clear scene on
what the situation is in our State. We appreciate this very much.
Without a doubt, you will be willing to work with this committee
on anything that we may bring forward.

Mr. HALL. Yes, sir.
Mr. JONES of Tennessee. We appreciate that.
The next N. ness is Ms. Aliceann Wohlbruck, the executive direc-

tor of the National Association of Development Organizations in
Washington.

Ms. Wohlbruck, welcome. You may proceed.

STATEMENT OF ALICEANN WOHLBRUCK, EXECUTIVE DIRECTOR,
NATIONAL ASSOCIATION OF DEVELOPMENT ORPANIZATIONS

Ms. WOHLBRUCK. Thank you, Mr. Chairman.
I will just summarize my statement, sir, and ask that it all be

included in the record.
Mr. JONES of Tennessee. Without objection, it will all be made a

part of the record.
Ms. WOHLBRUCK. Thank you.
I would like to thank you, Mr. Chairman and Mr. Coleman, for

inviting NADO to be represented at these hearings today. Our
members are grateful for your leadership in gaining better under-
standing of the needs and problems faced by rural communities.
We appreciate the opportunity of commenting on the problems
facing rural communities and the rural development legislation
pending before the subcommittee.

NADO was founded in 1967 by a group of economic development
districts to encourage the creation and retention of jobs in rural
and small metropolitan areas. Today our members are multicounty
plar--g and development organizations and other t-,ate and local
and private agencies which help local governments and the private
sector work together on business, community, economic, and rural
development programs.

Among our members are the Southwest Tennessee Development
District in Mr. Jones' district and the Green Hills Regional Plan-
ning Commission in Mr. Coleman's district.

For thousands of small communities, development district staffs
provide the only professional assistance to governments, businesses,
and citizens in the field of economic development. By working coop-
eratively through development districts, local governments and the
private sector can maintain and create jobs with a minimum of
control from Washington and maximum local participation.
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For small metropolitan and rural communities, the Farmers
Home Administration nonfarm programs, the Economic Develop-
ment Administration, the Appalachian Regional Commission, and
the Small Business Administration are the Federal development
programs which have been of the greatest assistance.

As you can see from the chart at the end of our prepared state-
ment, Federal grant and loan programs of greatest importance for
rural development have been cut by 61 percent from 1980 to 1987.
The Reagan administration's fiscal 1988 budget would bring the re-
duction since 1980 to 67.5 percent. Nearly one-third of that reduc-
tion from 1980 to 1987 was termination of general revenue sharing,
but the rest of the cut was spread among many small programs.
The fact is that the administration and the Congress have eliminat-
ed some rural programs and severely curtailed others, including
EDA, ARC, and Farmers Home. The 1988 column on that chart
shows what has been requested by President Reagan for the
coming fiscal year.

We agree with you and Mr. Coleman that the Department of Ag-
riculture must become involved in nonfarm development programs.
However, vr= are fearful of putting all our rural development eggs
in one basket. Just as urban areas receive development assistance
through various Federal departments, we believe that rural com-
munities must be eligible for various types of Federal assistance.
Rural communities must continue to be eligible for transportation
assistance from DOT, for small business aid from SBA, and for eco-
nomic development funds from the Department of Commerce.

In the past several years we have seen this subcommittee and
the appropriations subcommittee add funding for nonfarm Farmers
Home programs and then watched USDA reprogram the funds to
agriculture. We also agree with Mr. Gunderson about the problem
of current Federal formulas that are not applicable to rural areas.

NADO was one of the groups that supported your efforts, Mr.
Jones, in enactment of the Rural Development Policy Act of 1980.
We had high hopes for the Office of Rural Development Policy and
the appointment of an Under Secretary for Rural Development,
and that this would lead USDA to be a real leader in the field. Un-
fortunately, we have seen the Office of Rural Development Policy
abolished and the Under Secretary's position filled only on an
acting basis for almost a year.

Simi). moving boxes around on an organization chart will not
help rural communities who face declining revenues and popula-
tion losses. Congress can lead the USDA horse to the rural develop-
ment water, but they cannot make it drink. We support the re-
quirement that GAO analyze existing rural programs in the hope
that this will lead to congressional action requiring the administra-
tion to implement and fund currently-authorized programs.

As you can see from our budget analysis, the Reagan administra-
tion has called for the elimination of virtually every existing pro-
gram for rural development. We are pleased to hear that the ad-
ministration is now in favor of rural development, but we would be
even more pleased if they were in favor of funkling the progren.

While volunteers in the private sector participation are essential
to the success of rural development, NADO believes that Federal
money will be needed to help bring back or retain economic stabili-
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ty in rural communities. Our members will do their best to support
the authorizing legislation that you two have proposed, but we are
most concerned whether the budget and appropriation committees
will see fit to include actual dollars for implementation.

The Reagan administration has told Congress that money is
needed for defense and for foreign aid, but rural citizens are being
told to pick themselves up by their bootstraps and use volunteers.

The three highest priorities for funding for rural development
purposes from our members' perspective are grants to rural organi-
zations for establishing revolving loan funds to provide capital to
create private sector jobs, grants and loans for needed infrastruc-
ture in rural counties and communities, and grants to locally-based
organizations to provide management assistance to local govern-
ments and small businesses in rural areas.

In conclusion, I would again pledge NADO's cooperation to help
you refine the legislation and to gain support of your colleagues in
the House and the Senate. We're delighted that your bills recognize
the need to revitalize rural America through nonfarm development
programs. We look forward to working not only for authorization,
but also for appropriations and implementation in the next fiscal
year.

[The prepared statement of Ms. Wohlbruck appears at the con-
clusion of the hearing.]

Mr. JONES of Tennessee. Thank you very much, Ms. Wohlbruck,
for a very fine statement. We will be communicating with you in
this regard.

Our next and final witness is Mr. Stuart Hardy, the manager of
food and agriculture policy, Resources Policy Department, U.S.
Chamber of Commerce, here in Washington.

Mr. Hardy, we are pleased that you are here. You may proceed.

STATEMENT OF STUART B. HARDY, MANAGER, FOOD AND AGRI-
CULTURE POLICY, RESOURCES POLICY DEPARTMENT, U.S.
CHAMBER OF COMMERCE

Mr. HARDY. Thank you, Mr. Chairman.
I am going to keep my comments extremely brief because I think

the other witnesses have brought out many of the points that we
have made in our prepared testimony. I would simply like to un-
derscore a couple of the points made here earlier this morning.

I am very pleased to be }ore and testify on behalf of the hun-
dred9 of local chambers of Lummerce in rural areas and to state
their support for the approach outlined in H.R. 2026 and H.R. 1800.

Rural Main Street business people are an important part of the
decisionmaling process in rural communities, and very often the
political and volunteer leadership of communities is taken from
local business and professional people. Rural chambers tend to be
highly realistic and even fatalistic about the changes taking place
in their communities. They are very well aware that many of the
driving economic force;, have global causes and implications; that
their local economies are linked to an international economy in ag-
riculture, energy, mining, and other sectors; and that even the Fed-
eral Government and Congress have little control over these driv-
ing economic forces.
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I Jcal chambers understand that fundamental restructuring of
rural economies is now occurring and will continue to occur what-
ever policies the Federal Government nay adopt. The key, and I
think the key that has been stressed here this morning, is to give
rural leaders, whether they be elected or appointed, whether they
be on salaries or volunteer, to give those leaders the capacity and
opportunity to respond to change, to expand their knowledge base
and technical skills so that they can better assess their options and
make better plans for the future.

The policies and programs contained in both H.R. 1800 and H.R.
2026 have the necessary characteristics to give rural leaders the
support they need to cope with structural change and economic dis-
locations. Specifically, these bills are based on the concept of part-
nership, that is, working with local leaders and using Federal re-
sources to leverage additional resources in the private sector. These
bills recognize the great diversity in rural America and provide the
flexibility and adoptability to be effective in addressing the huge
variety of conditions in rural America.

We also appreciate and support the higher profile that H.R. 2026
would give to rural revitalization in the Agriculture Department.
We think that is long overdue.

Finally, we urge the subcommittee to support legislatior to
create a secondary market for farmland mortgages. Of course, this
legislation is under consideration elsewhere by the subcommittee,
but we would hope that that would be part of any broad package
for rural revitalization.

Thank you, Mr. Chairman.
[The prepared statement of Mr. Hardy appears at the conclusion

of the hearing.]
Mr. JONES of Tennessee. Thank you very much, Mr. Hardy, for a

fine statement. Without a doubt, we will be calling upon you for
some consultation and advice as we move on.

I am going to take the same privilege that I did with the other
panel and not ask questions of this panel, but reserve the right to
communicate with you for any questions that we might have later.

Mr. Coleman.
Mr. COLEMAN. I will follow suit, Mr. Chairman.
I want to thank all of you who have supportive testimony for our

bills. We appreciate that and we appreciate your coming to Wash-
ington to present those. Thank you very much.

Mr. JONES of Tennessee. Thank you, Mr. Coleman.
Dave Nagle.
Mr. NAGLE. Mr. Chairman. the last panel when I got ready to

ask questions got up and left.
Mr. Chairman and Mr. Coleman, I'd like to congratulate you on

your work this morning.
Diane and I moved here in January. Quite frank y, we felt about

the first week nothing but awe, but also some anger in that people
were going into stores and buying things, construction was going
on, people were going to work. We transformed that back to
Toledo, Iowa and New Hampton where people aren't going to work,
stores are closing. I have maintained for a long time that the Main
Street meichants. the business people, are the forgotten soldiers of
this war that we're going through in rural America.



54

I think, Mr. Chairman, that I would be remiss if I didn't con-
gratulate you and Mr. Coleman on your efforts. I pledge my full
support to you. I think you've done yeoman's service here.

To the panel, I can only say one thing, and that is that I. am dis-
appointed that Under Secretary Myers did not stay to hear the real
testimony of what's going on in rural America because the picture
you paint and the picture he painted, I don't think they're on the
same planet, let alone in the same country.

I just want to congratulate you for your insight and I want to
congratulate the chairman and Mr. Coleman for their efforts in
this area. I hope that we can move ahead and I hope we can use
your expertise and pursue this very, very important topic.

Thank you.
Mr. JONES of Tennessee. Thank you very much, Mr. Nagle.
We appreciate the close relationship that we have here in the

subcommittee. What Mr. Coleman and I have done is for the entire
subcommittee after consultation and considerations that have been
laid out before us.

We do hop.. to have legislation in shape before we finish this
year in the 100th Congress. We're not sure that that can be done
because there are other priorities, but these statements that we
have had, the testimony that has been received will be perused and
given very serious consideration before we go to the full committee
with any form of a proposal.

We do thank you again for being here. Wa will be calling on you
later for any advice that you might give us.

The subcommittee will stand in recess until Thursday morning
at 9:30 a.m., at which time we will have a hearing on farm credit.

[Whereupon, at 12:43 p.m., the subcommittee recessed to recon-
vene the following Thursday, May 21, 1987, at 9:30 a-11

[Material submitted for inclusion in the record follows:1
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STATEMENr OF HON. E. THOMAS COLEMAN

THE RURAL DEVELOPMENT INITIATIVE:

A STRATEGY TO REBUILD RURAL AMERICA

Mr. Chairman, I am pleased to testify today before this

subcommittee on the critical issues of rural development that I

believe are addressed q H.R. 2026.

Two years ago, the Agriculture Committee devoted hundreds of

hours devising a national farm policy to lift American

agriculture out of its worst depression in half a century. While

some of those policies may be working and others clearly not, the

fact remains, it is an agricultural policy. This traditional

policy of price supports and set-asides might have legitimately

served as a rural policy in the 1930's; in the 1980's it does

not.

In the 1930's, a quarter of the U.S. population lived on

farms, and more than half of the rural population lived on farms.

Today, only 3 percent of the U.S. population live on farms; but

nearly 60 million people, or one-fourth of the U.S. population,

live in rural communities. Traditional farm policies of the past

are too narrow to address the complex .conomic and social

problems facing rural communities today. They have failed to

have any significant impact on the quality of life for the people

who live in rural America.

Tiv, fact lc. torlav's aar.rnItIlral nrohl.ma . don't stop at the

farm gate. It is a rural community crisis that has penetrated

every sector of the rural economy and lifestyle, from its schools

1
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to its health care services to the barbershop on Main Street. To

address these problems, Congress must throw off its blinders and

look beyond the farm to the farm family -- to the people who

actually live on these farms and in these communities. They're

going through terrible stress and trauma and need compassionate

humanitarian assistance they just can't get from traditional farm

program.

If these families and communities are to survive into the

1990's, we must develop a national rural development policy that

is designed to meet the specific needs of rural America; it must

provide assistance to help rural Americans during this period of

economic and social transition and stimulate a 01,.ersified rural

economy.

The American people are well aware of urban poverty in this

country. But I d,n't believe they fully comprehend the poverty

in rural America. Diving through most small towns and rural

communities in this country is reminiscent of the dust bowl of

the thirties. Streets ace empty, shops are bordered up and shut

down, bankruptcy and foreclosure notices fill the Towa Hall

bulletin boards and a dark cloud of gloom hangs in the air. The

fact is that where the rural population of America contains only

24 percent of the nation's population, according to a 1985 Census

Bureau report it holds 38 percent of the nation's poverty, 67

percent of the nation's substandard housing and has a 9.2 percent

unemployment rate compared to the 7.2 percent unemployment rate

of urban areas.

2
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There has long been a gap between urban and rural income,

but until recently that qap had been narrowing. Real per capita

income in farm dependent counties has declined on an average

annual basis since 1973. Specifically, the real per capita

income in fa,..n counties fell from 91 percent of the metropolitan

level in 1973 to 76 percent in 1984.

Local governments, too, are losing revenue and are

increasingly unable to fund basic community services. A 1986

report by the Senate Subcommittee on Intergovernmental Relations

concluded that many local rural governments face the prospect of

a shrinking revenue base for this decade and beyond. Rising t x

delinquency rates in rural areas, dramatic declines in

agricultural land values, and significant declines in nonfarm

incomes and property values all support that conclusion.

While unemployment figures clearly point to an imbalance

between urban and rural stability, underemployment statistics --

those which take into account part-time tnemployment and

substandard salaries -- provide a more ocmplete picture of rural

poverty and discontent. Because of their relative isolation,

rural workers are less likely to find new employment

opportunities in their communities. Consequently, periods of

unemployment are longer in rural areas and the la.1:k of new

options have forced nearly one fourth of rural workers to vork In

jobs below their skill levels. In 1982, economic underemployment

was 30 percent higher in nonmetro areas.

Rural businesses and banks are fa,linq at record levels. In

3
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1986, 138 FDIC-insured banks failed in the U.S. Fifty-nine, or

43 percent, of these were agricultural banks. The outlook for

1987, will be worse, according to the FDIC, which predicts there

will be more bank failures nationwide this year.

In a recent survey by the Federal Reserve Bank of Kansas

City, bankers reported that rural nonfarm businesses remained

under far more financial stress than normal.

Bankers reported that more than one out of four rural

nonfarm businesses in their trade areas were having severe

financial problems. Bankers also reported that 5 percent of

rural nonfarm businesses closei during the past year, a rate also

consiGered four times normal. Farm equipment dealerships remain

among the most stressed businesses; bankers reported that nearly

12 percent of the farm equipment dealers went out of business

during the past year.

Without much hope and without work people are choosing not

to live in rural communities. Between 1983 and 1985, the

population of nearly half the nation's rural counties declined.

Unlike displaced rural workers uefore them, who found well-paying

semi-skilled jobs in urban industries, today's rural residents

may find very low-paying service jobs after being turned away at

higher paying jobs which require specific technical skills.

Displaced farmers are joining this group in record numbers. It

is estimated that 2,100 farmers leave farming each w?.ek. One

hundred and two farmers quit each week in Missouri.

To address the complex problems of rural America and restore

4
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vitality to this important sector of the economy, Congress must

develop and follow a national rural pol_cy. The Rural

Development Initiative (RDI) I have drafted is a blueprint for

that policy. It a,:dresses the human side of the rural crisis,

and offers a realistic strategy to strengthen and rebuild rural

economies.

RDI establishes counseling, informatioral and job trainng

services to meet the immediate needs of hard-pressed farm

families and displaced wor,ers. It also places rural priority on

government contracts, procurement and the location of new federal

facilities, to spur new jobs and economic expansion in rural

communities.

H.R. 2026, the Rural Development Act of 1987, Is one of the

four legislative proposals that comprise RDI. The main

provisions of the bill would-

* Create a Rural Development Administration (RDA) within

the U.S. Department of Agriculture to manage rural development

and assistance programs. This should ensure better coordinated

and more efficient management of those programs which are

currently scattered throughout some 20 agencies of the federal

government. This bill would also rename USDA the "Department of

Agriculture and Rural Development " to accurately reflect its new

comprehensive mission.

* Mandate a study by the General Accounting Office of rural

programs outside the current jurisdi ftion of USDA and require GAO

to advise Congress on the efficacy of transferring those

5
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activities to the Rural Development Administration.

* Establish Rural Investment and Incentive Block grants to

provide the seed capital for rural economic development and to

enwrage private sector investment and business enterprises.

* Establish Rural Infrastructure Block Grants to provide

funding for rural infrastructure needs, such as road and bridge

construction, utility extensions, and the develop-ent of

necessary waste disposal and water supply facilities. A sound

infrastructure is necessary not only to meet existing demands but

also to attract new business and economic development for the

future.

* Establish Rural Technology and Training Centers which

through the cooperation of non-profit institutions will develop

new products, processes and marketing techniques tailored for use

in rural areas.

* Create Agriculture Action Centers to provide one-stop

counseling, informational and job training services for troubled

farm families and displaced rural workers. This builds on

Section 1440 of the 1985 farm bill, a provision I drafted to

proved, immediate job trainng, educational couns-ling and mental

health services for rural and farm families. The program is

operating successfully in Missouri, Nebraska and Iowa through a

$1.5 million grant secured for the program last year. The crisis

in rural America did not happen overnight and it will not be

resolved overnight. That's why it is so important to make these

emergency services available to troubled families and displaced

6
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workers today.

* Establish a national clearinghouse for emergency

assistance, counseling and other services available to rural

families through government, charitable and voluiteer

organizations.

* Establish a Special Assistant to the President to assist,

advise, and make recommendations in order to improve and enhance

rural development programs.

* Refocus attention on current law requirements regarding

the location of federal facilities in rural areas. nis

provision provides the framework for two other bills I have

introduced which require that rural suppliers be given priority

consideration for government contracts and procurement programs

as well as the location of new federal facilities. If Citibank

of New York can move its entire credit card operation to South

Dakota, surely the federal government can place new computer,

communications or administrative operations in rural communities.

To encourage youngsters to remain in rural communities and

prepare for leadership positions in a changing agricultural

economy, I have also introduced a bill to expand advanced

educational opportunities for rural youth. This measure, which

includes the creation of an educational enrichment and rural

scholarship program has been referred to the House Education and

Labor Committee. It is, however, an essential component of an

overall strategy to secure a stable future for rural Awerica.

The Rural Development Initiative has received wide bi-

7
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partisan support from 53 House members including you, Mr.

Chairman. It is a forward looking plan that addresses today's

problems and provides the basis for a strong rural economy in the

future.

(Attachment follows:)

8
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A Promisilkg Start
A plan to help promote rural development

is scheduled for its first hearing on Coon&
I Jill this morning But the effort, spearheaded
by Missouri Rep. Torn Coleman, already hi .
made progress.

Earlier this month, Coleman announcea
$100,000 federal grant would be mailable to
help high school students in northwest Mis-
souri get extra help in preparing for careers
off the farm It Is a pilot project for what
Coleman hopes will be an idea that spreads
around the na,ion.

Essentially, the program is aimed at helping
rural students by providing job counseling,
workshops and practice in taking college
entrance exams Volunteers from local com-
munities are encouraged to provide jobs for
the youngsters. Pinall,, supporters hve to
expose students in rural school districts to
computers and their benefits.

Coleman's staff reports that the response of
administration officials to the rural develop-
ment initiative has been encouraging the last
two months. Chief of Staff Howard Baker has

r,sponded favorably in several meetings with
Coleman, co-sponsois in the House have
Lome trout urban and rural areas

The initiative has several solid points in its
favor This is not going to Le a multibillion-
dollar handout to get farmers back on their
feet, of banks back in busings. Rather, the
bill is alined at slowly rebuilding strength in
i ural areas, stalling with the youth.

If they can be convinced they have it shot at
a good future in small towns, they will be
more likely to stay. And if that happeas,
businesses will thrive and homes will be
better kept,

Fr)! now. Coleman is trying to get parts of
his program ink mented on a piece-by-piece
basis. (tabbing the nue ley for the pilot
in /leo on education was one example.

So far it's been a strong start for a plan that
could take jean to put in place. That's not
surprising The problems of rural America
ascumulated over several decades It will take
sonic lime to try to heal those wounds.
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MR WEBER

TESTIMONY BEFORE Tr: SUBCOMMITTEE ON CONSERVATION, CREDIT AND RURAL DEVL.
HAY 19, 1987

IT'S A PLEASURE FOR ME TO BE HERE TODAY AND TESTIFY IN SUPPORT OF THE

"RURAL DEVELOPMENT REORGANIZATION ACT OF 1987."

ACTION Oh IRIS LEGISLATION IS CRITICAL BECAUSE THi NEED TO DIVERSIFY

THE RURAL ECONOMY IS CRITICAL. THE FARM CRISIS HAS TAKEN A HEAVY TOLL ON

HAIN STREET, SHUTTING DOWN MANY BUSINESSES THAT DEPENDED SOLELY ON THE AG

ECONOMY. IN THE PART OF MINNESOTA I RU"...U.11T, WE HAVE LOST TWO MAJOR

EMPLOYERS--FACTORIES EMPLOYING 01.,A1 750 PEOPLE--IN THE LAST SIX MONTHS, AND

SCOPES OF SMALLER BUSINESSES IN THE PAST TWO YEARS.

THE ANSWER TO THE ECONOMIC PROBLEMS OF OUR TOWNS DOES NOT LIE SOLELY

IN A RECOVERY OF THE AG ECONOMY. AS AGRICULTURE HAS BECOME BIGGER AND LESS

PROFITABLE, MANY OF OUR SHALL TOWNS CAN NO LONGER SURVIVE ON AGRICUITURE

ALONE. ITS A LITTLE LIKE TRYING TO STAND ON A ONE-LEGGED STOOL. TO OFFER

STABILITY TO THE SHAH. TOWN ECONOMY, WE NEED TO ADD MORE LEGS TO THAT

ST'OL. WE NEED TO OPEN UP NF! MARKETS ANL PROVIDE NEW OPPORTUNITIES FOR

RURAL AREAS.

OVER A YEAR AGO, A GROUP OF US IN THE HOUSE FORMED AE RURAL

DEVELOPMENT TASK FORCE TO WORK ON AN AGENDA FOR RURAL DEVELOPMENT.

CONGRESSMAN COLEMAN'S BILL--WHICH OFFt.. A BLUEPRINT FOR RURAL

DEVELOPMENT- ": AT THE CENTER OF THAT AGENDA A NUMBER OF US ON THE TASK

FORCE JOINED HIM AS ORIGINAL COSPONSORS WHEN HE INTRODUCED IT IN APRIL.

ALTHOUGH I AM NOT HERE TODAY AS AN OFFICIAL REPRESLNTATIVE OF OUR TASK

FORCE, I CAN TELL YOU THAT MEMBERS OF THE TASK FORCE ARE RFHIND THIS

LEGISLATION AND WILL BE PUSHING FOR ArlION ON IF

I WANT TO HIGHLIGHT SEVERAL PARTS OF CONGRESSMAN COLEMAN'S BILL THAT I

THINK ARE ESPECIALLY IMPORTANT

THE CREATION OF A RURAL. DEVELOPMEN1 ADMINISTRATION WILL CREATE A FOCUS
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WITHIN THE FEDERAL GOVERNMENT FOR RURAL D7VEIOPMENT RIGHT NOW RURAL

DEVELOPMENT PROGRAMS ARE SPREAD THROUGHOUT THE GOVERNMENT, NOT ONLY IN THE,

DEPARTMENT OF AGRICULTURE, BUT ALSO IN A NUMBER OF OTHER AGENCIES IN OTHER

DEPARTMENTS. WE NEED TO CONSOLIDATE AND COORDINATE THESE PROGRAMS IT

WILL MAKE THEM MORE EFFICIENT--AND MORE ACCESSIBLE TO THE SMALLER

COMMUNITIES THEY ARE INTENDED TO SERVE

THE ESTABLISHMENT OF CENTERS FOR RURAL TECHNOLOGY DEVELOPMENT WILL BE

A TREMENDOUS ASSET IN DIVERSIFYING THE RURAL ECONOMY. THROUGH TRAINING,

TECHNICAL ASSISTANCE, LOANS, AND GRANTS, THESE CENTERS CAN PROVIDE IMPETUS

FOR NEW PRODUCTS AND THE OPENING OF NEW MARKETS MANY FIELDS COULD BE

DEVELOPED FURTHER THROUGH THE USE OF SUCH CENTERS A NUMBER OF INFANT

INDUSTRIES--LIKE THOSE INVOLVINC SPECIALTY CROPS AND INDUSTRIAL USES FOR

AGRICULTURAL COMMODITIES - -COULD UTILIZE THESE CENTERS TO DEVELOP AN

ENTIRELY NEW FIELD.

THE AGRICULTURE ACTION CENTERS EXTEND THE WORK CONGRESSMAN COLEMAN

BEGAN IN SECTION 1440 OF THE FARM BILL. THESE ONE-STOP CENTERS WOULD

PRO\ DE DISPLACED FARMERS A NUMBER OF SERVICES--JOB RETRAINING, COUNSELING,

IMPORTANT INFORMATIONAL SERVICES BELIEVE ME, THE NEED FOR THIS KIND OF

PROGRAM IS CRITICAL IN MANY PARTS OF THE UPPER MIDWEST

I'VE TOUCHED ON A FEW SECTIONS OF CONGRESSMAN COLEMAN'S BILL LET ME

'WYE ONE OTHER POINT CONGRESSMAN COLEMAN'S LEGISLATION SHOWS THAT A RURAL

DEVELOPMENT BILL CAN MOTIVATE ECONOMIC GROWTH WITHOUT FINANCING IT THROUGH

UNMANAGEABLE FEDERAL OUTLAYS. MANY OF THESE MEASURES INVOLVE

REORGANIZATION OF GOVERNMENT AGENCIES, GREATER ACCESS by RURAL AREAS TO

CURRENT GOVERNMENT PROCUREMENT PROJECTS, AND TARGETED ASSISTANCE THAT WILL

LEVERAGE ECONOMIC GROWTH IN THE PRIVATE SECTOR

PASSING THIS AUTHOPILING LEGISLATION IS VERY IMPORTANT AS A MEMBER

OF THE AGRICULTURE APPROPRIATIONS SUBCCAMITTEE, I CAN TELL YOU THAT THIS

BILL WILL GIVE 'N INCREASED ABIIITY TC WORK FOR RURAL DEVELOPMENT ON THE

APPROPRIATIONS COAMITTFE

I'L LIKE TO THANK CONGRESSMAN COLEMAN FOR THE LEADERSHIP HL HAS TAKEN
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ON THIS CRITICAL iSSUE. I'D ALSO LIKE TO 1TANh CHAIRMAN JONES FOR HIS

COMMITMENT TO RURAL DEVELOPMENT AND THE LEADERSHIP HE HAS TAKEN IN WORKING

TO CREATE JOBS AND DIVERSIFY THE RURAL ECONOMY.

THOSE OF US WHO SUPPORT RURAL DEVELOPMENT WANT TO WORK ACTIVELY WITH

THE ADMINISTRATION. I'M VERY PLEASED THAT UNDERSECRETARY MYERS IS HERE

TOD''.Y FROM THE DEPARTMENT OF A(iICULTURE TO TESTIFY ON THIS BILL. THE

ADMINISTRATIU'S SUPPORT IS ABS(LUTELY CRITICAL IF WE'RE GOING TO MAKE

RURAL DEVELOPMENT A NATIONAL EMPHASIS.

THANK YOU I'LL BE HAPPY TO ANSWER ANY QUESTIONS YOU HAVE AT THIS

TIME.
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TESTIMONY OF PETER C. MYERS

DEPUTY SECRETARY

U.S. DEPARTMENT OF AGRICULTURE

BEFORE THE

CONSERVATION, CREDIT AND RURAL DEVELOPMENT SUBCOMMITTEE

HOUSE AGRICULTURE COMMITTEE

MAY 19, 1987

Mr. Chairman and Members of the Subcommittee, I appreciate

this opportunity to be with you today to discuss a topic of

importance.

I refer to H.R. 1800, H.R. 2026 and accompanying bills

relating to rural development.

Junt four days ago, Mr. Chairman, we observed the 125th

anniversary of the founding of the Department of Agriculture.

The 37th Congress, in the authorizing legislation, assigned to

this new arm of Government (the ability) "to acquize and to

diffuse among the people of the United States useful information

on subjects connected with agriculture in the most general ana

comprehensive sense of that word, and to procure, propagate, and

distribute among the people new and valuable seeds and plants."

You will notice the words "the people" appear twice in that

one sentence. From that, the Department long ago became known as

the "people's aepartment." We have gone from a largely rural

nation of 32 million people to a highly industrialized and

technological society with a population eight times as large.

Yet, today, a work force of less than 3 percent of the nation's

- 1
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current population provides more than abundant food and fiber for

our country and many others as well.

The Department of Agriculture, through those 125 years and

still today, is proud to continue to serve rural Ameiica and be

responsive to their eds.

A few years ago, the farm population found itself in a

downswing that produced a severe cost-price squeeze for many.

With massive government assistance, it is now beginning to

recover from those difficult years.

During those uncertain days, the ability of the "people's

department" to adapt to changing times and conditions enabled it

to extend a hand. In the last five years, $81 billion has been

disbursed in the form of CCC loa.s and farm program payments.

CCC outlays exceeded $25 billion last year alone. The Farmers

Home Administration made farm loans totaling more tnan $21

billion during that period and has provided substantial credit

forbearance to its bo_rowers. The 1985 Food Security Act is

working. Under the Act, we have provided over $6 billion

annually under various export assistance programs. The 1985 Act

is helping make our farm products competitive in world markets,

as it vas intended to do. As a result, ma'y of the economic

signs are pointing upward.

So, while keeping the farmer ever in mind, the "people's

department' must now turn its ttention to the farmers' neighbors

-- to Main Street, U.S.A.; those neighbors that buy -le farmers'

products and sell him most of the materials needed to produce

them. Their financial health is influenced by the farmers'

- 2 -
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economic wellbeing. So all of the help we have been giving to

farmers is also important to rural communities, generally.

Farming is the dominant economic activity in many parts of

rural America, and we want to continue to nurse it back to

health. However, all parties with an interest in the future of

rural America have to look at strategies that ill diversify the

rural economy. Planning officials at all levels of government,

plus private industry, must look for economic activities that fit

in the rural community.

You have recognized this, Mr. Chairman and Mr. Coleman, in

the form of the legislation being considered. We commend your

foresight and your compassion, and we want to work hand in hand

with you as we go along this road together.

This Administration has carried out many programs over the

last six years that have aided rural America. Today, we wish to

make it known that the Department wants to reemphasize its

commitment to rural America. Mr. Chairman, we are proud of our

record in this area, and I'd like to supply to the record just a

few cf those contributions. They are as follows:

o Administration support for production agriculture has been

impressive. The FY 1987 federal outlays for farm programs

are expected to nearly equal FY 1986's record $25.8

billion. The situation in the agricultural sector is

improving as a result of lower interest rates, large

government transfer payments, reduced debt, good profit

margins on livestock and an improving export picture.

Further improvement will have a positive effect on many

rural communities. The Administration's efforts on

- 3 -
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agricultural policy reform can ha -ten this improvement,

and together with our efforts on global agricultural

reform, lead to a healthier agricultural sector in the

long term.

o The President's proposed $980 million Worker Readjustment

Act will counsel, retrain, assist in relocation and in a

job search for displaced workers. For the first time,

farmers will be included in a program such as this.

o Tax reform will provide additional revenue for many States

to deal with the rural problem. It is estimated that over

30 States may receive a windfall.

o The President hits proposed a number of significant energy

security steps which are still pending in Co-,ress. The

proposals are: repeal of the Windfall Profit Tax;

comprehensive natural gas reform; approval of the

Department of the Interior's five-year offshore oil and

gas leasing plan; permitting environmentally sound energy

exploration and development of the Arctic National

Wildlife Refuge; ensuring the future viability of nuclear

power through nuclear lice:ising reform, and

reauthorization of the Price-Anderson Act.

In addition, the President lac suggested that Congress

consider several steps that will lead to more exploration

and development, reduce early well abandonment, and

stimuiate additional drilling activity. These steps

Include two tax changer of a relatively technical nature:

- 4 -
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repealing the transfer rule and increasing the net income

limitation on the percentage depletion allowance from 50

percent to 100 percent. The President is also prepared co

support a Strategic Potroleum Reserve fill rate of 100,000

barrels per day provided budget offsets -re made available

to cover the higher costs of the fill rate. Also to

encourage exploration and development, the Administration

is reducing the minimum bid requirement for Federal

offshore leases from $150 to $25.

o The Administration has taken trade action in wood products

that will help rural communities. The President took

positive action in the Section 201 case on Canadian shakes

and shingles, and we have negotiated a resolution to

Canadian subsidies of hard wood.

o The Administration has also re-negotiated the multifiber

agreement on terms no less favorable than previous and

signed tough agreements with the "Big Three"; Hong Kong,

Taiwan, and Korea.

o In response to downturns in the agricultural and energy

sectors of the economy, the three federal bank regulatory

agencies adopted a four-part program to assist

agricultural and energy banks in dealing with their

problem loans.

-- First, the agencies began allowing well-managed banks

to operate with capital b?.low the usual minimum

- 5 -
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requirements if the banks provided reasonable plans to

increase capital end return to good health.

- - Second, the agencies encouraged banks to restructure

problem loam :Ithout incurring losses in certain

circumstances.

- - Third, bank public reporting requirements were revised

to segregate restructured but performing loans from

the nonperforming category so as to reflect better the

true level of problem loans.

- - Finally, federally chartered banks that have suffered

a decline in the legal lending limits since December

31, 1985 -- and therefore their abilLies to continue

to meet the legitimate credit needs of their good

customers -- were granted an increase in legal lending

limits from the standard 15 percent of capital to as

much as 20 percent of capital.

o In FY 1986, USDA procured between $825 and $880 million

from rural small business.

o Over the last two years, the Economic Development

Administration has redirected its assistance to rural

communities. In FY 1986, approximately 75% of EDA's

program allocations went to rural areas.

The Adminis' ation's commitment to rural America is based on

a recognition that change is going to continue, and that we
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cannot limit our vision to the financing of a few industrial

parks that may never fulfill their promise. We have tried this

approach in the past and have learned that it simply doesn't

work. We must look at today's problems in terms of today's needs

with an eye on tomorrow.

All interested parties need to look at the basic elements

that make a rural society work, and at alternative means of

providing these elements: the public facilities such as water

systems, the availability of venture capital, education,

transportation and healthcare. All these, and m,re, are

essential to any modern American community. A careful review of

the Federal role in these areas is also essential.

We must not confuse our role as a partner in this

undertaking, nor should we mislead the people in their

expectations. The most important role will be that of the people

-- making their decisions, allocating their resources, using

their own ingenuity and setting their own horizons. The Federal

Government will be an active and willing associate, working with

the people and their local institutions, bcth public and private.

About six months ago, the President established the Task

Force on Rural Communities, consisting of 20 high-ranking

government officials and chaired by the Under Secretary of

Agriculture for Small Community and Rural Development. The Task

Force cuts across all Federal agencies having rural

responsibilities.

It has been hard at work. It has considered many concepts in

its search for a proper Federal response to rural needs. Some

would require legislation; some could be put into action simply
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by a decision to do so. The Task Force made a report to the

Economic Policy Cabinet Council at the White House with

recommendations for action by all pertinent Federal agencies.

The Cabinet Council responded to the Task Force's suggestions

with the following plan: The Task Force on Rural Communities

would become an on-going working group of the Economic Policy

Cabinet Council. The Secretary of Agriculture will chair the

Task Force, and its mission is to: 1. seek better coordination

of Federal rural development programs; 2. hold meetings and

hearings on the effects of Federal programs and regulations on

rural communities; and 3. develop further policy proposals for

consideration by the Economic Policy Cabinet Council.

In addition, executive branch agencies having rural programs

will develop initiatives to address the problems of rural Main

Street. USDA is taking the lead; t-day, we are announcing a

Department 6-point Rural Regeneration Initiative.

Mr. Chairman, our six steps are: One, the Extension Service,

which has a nationwide staff in place, will place additional

priority emphasis on rural revitalization education. As one of

the Department's largest agencies with direct public contact,

Extension will work with State officials, county officials.

community leaders, colleges and universities to develop education

and training programs best suited to the community's needs, to

build on local institutions, and to expand interest in those

specialized concerns.

The Secretary will ask the Joint Counc on Food and

Agricultural Science to report to him within 90 days on the

feasibility of setting up rural technology centers at land grant

- 8 -
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universities as another step in improving the educational

process.

Two, Rural Enterprise Teams consisting of four or five

specialists will be organized to go, on call, to communities,

counties or States to assist in business development, job

training, financial management and the like.

The teams will be prepared to offer ideas and information to

help a community refire its needs. They will work, if requested,

to help develop action plans for long-range improvements.

Three, an information clearinghouse will be established at

the National Agricultural Library with an 800 telephone number.

Rural community officials will be able to get up-to-date

information about Federal programs available to them in a single

phone call and will be referred to the appropriate acp.ncy for

follow-up.

This could be especially helpful to those smaller communities

with leaders who serve in office on a part-time basis. It can be

difficult and time - consuming for them to thread their way through

the manl, Federal programs to find ones suitable to their needs.

Four, we will instruct all USDA agencies with a research

mission to increase their efforts devoted to rural economic

development. Some research questions that need to be answered

include: What is the 4ctull -teed for nonfarm full-time and

part-time workers in rura, communities? What types of businesses

are needed in a given area? Vhat types would be best suited?

What resources are available? Are modifications to the

infrastructure needed? What mar,-*s exist or can be developed/

- 9 -
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Five, We will redirect the Farmers Home Administration's FY

1987 Business and Industry Guarantee Loan Program; and ensure

that our new regulations for the Rural Development Loan Fund

Relending Program are leveraged so that available funds will be

used to create more jobs and give preference to those communities

under the greatest stress.

The Farmers Home Administrator already has directed field

offices to be alert for opportunities to assist family-sized

enterprises, especially in communities where farmers and their

families are trying to make the transition to nonfarm

occupations.

This redirected program, together with the assets of our new

rural development loan funds transferred from the Department of

Health and Human Services, can become a valuable rural business

rebuilding program.

Six, to ensure that this rural rebuilding undertaking is

given the priority it deserves, its overall direction and

coordination will be placed in the Deputy Secretary's office

That way, I can be certain that it retains a central office focus

with the full hacking of the Secretary.

In addition to these six initiatives, appropriate personnel

within USDA will look into the potential of fur,her contracting

and procuring fro rural business.

Our plan is comprised cf six integral parts: cLnrdination,

information, technical assistance, research, education and

business capital. And, Mr. Chairman, our proposal can be done

within the President's Budget 'nd the Sramm-Rudman-Hollings

deficit reduction targets.

- 10 -
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As yuu can see, Mr. Chairman, the Department has many

resources available to assist rural communities and residents.

W. can build on existing strengths. Many of the proposals in

H.R. 1800 and H.R. 2026 can be implemented administratively, as

outlined in our plan.

We support the concept of H.R. 2026 and have embodied several

of its aspects in our six points. However, we object to some

portions of the bill which could prove too costly. We are always

aware of looming deficit that will crush all Americans alike,

if :le aren't mindful of ways to keep it down.

We do oppose renaming the Department and a Special Assistant

to the President on Rural Policy.

Our opposition in each case is based on both philosophical

and practical grounds. USDA has nerving -- and instant

recognition -- for the cattle grower, the corn producer, the

homemaker, the foreign grain broker, and Main Street, U.S.A.

Simply put, it's not broken, and it doesn't need fixing.

We also oppose rural block grants on the basis that most

of the program sources of funding for a rural block grant have

been proposed for termination in the President's FY88 Budget,

because these programs have proven to be ineffective and have

failed to meet their objectives.

We stand ready to cooperate with you in working out any

refinements that may be needed.

Mr. Chairman, we in the Administration care; we are

concerned; and we are committed to work with you and the

committee to assist rural America.

Thank you, Mr. Chairman. That completes my sLatement. If

you have questions, I will be happy to answer them.
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Statement submitted by:

Mr. Norman C. DeWc_ver

Center for Community Change

My name is ::orm DeWeaver. I am with tne Center for Community

Change, a private nonprofit technical assistance and public

policy organization serving community-based groups in many low

in'ome areas throughout the United Stags. I appreciate the

opportunity to appear before the Committee.

I commend the Committee for its willingness to ,ake a new

look at the development challenges facing rural areas. I hope

,hat this will lead to a new start ,, qard a more active federal

role in rural development.

Its been a while since there have been any new federal

initiatives in this fie_-. The most recent was the infusion of

funds into several existing fode/al programs as part of the 1983

"jobs bill." The next most recent noes back to the start of the

decade and the events which led up to ,he Rural Development

7olic Act of 1980.

For most of the 19P1's rural communities have watched as

federal support for community development withered and federal

interest -- outside the agricultural sector waned.

C,
't!
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During 'hese years the economic stru,t..re of many sr-111

towns has undergone substantial charge. The changes resulting

from shifts in the farm economy are familiar to all of us. At

the same time other areas where farming is not the major economic

activity have also undergone profound shifts as resource based

industries, marifacturing and services have all changed.

Designing new federal initiatives to help rural areas must take

these change: into account.

The Committee has several worthwhile proposals under consid-

eration. In one sense, however, the most important task is not

debating the merits of any of the possible approaches. The most

important task is making a fresh start by adopting one or more

doable idea-. ones likely to lead to immediate action in local

communities, and adopting them now.

I'd like to look first at HR 1800. This is a pill which

would make that doable start now. Its programs are al_ action

oriented. The assistance would go directly to local comr- hies

and local community groups. The programs address thc, key seeds

of helping such groups establish or expand their capab.lity to

deal with local development neecs.

HR 1800 would not require any large scale restructuring of
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any federal agency. Its price tag is clearly one the federal

budget can bear.

I urge the Committee to use this as the vehicle to make a

new start in providing federal assistance for rural development.

The central program ide- in HR 180C is the business develop-

ment grant approach in Section 3. You can't stimulate develop-

ment, partic larly in economi.:ally distressed rural communities,

without developers -- local community leaders and local community

groups that can make things happen. The Section 3 grant program

provides the potential to sustain the public purpose, private

nonprofit or public agencies that nelp to stimulate economic

growth.

These grants would make it possible for such community

,_?.velopment organizations to explore new business ideas that

would tap local resources, to find and help business people who

can translate these ideas into reality and to work to mobilize

the capital to finance them.

Frototypes of such organisations have taken root in a

number of parts of the country. I an paiticularly familiar with

ones serving chronically depressed rural areas. In upper New

England, local nonprofit community development corporations have
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worked to start or expand manufacturing and fisheries based

companies. In Central Appalachia, a community grow*, has made a

special effort in the wood products field, trying to provide

greater stability for local people caught in the boom and bust

cycles of the coal industry. ilanufacturiag has been a focus in

northwestern Mississippi, while trade is a major effort for a

rural development corporation serving remote communities in

Alaska.

All these groups provide examples of the ways II. which

community-based development organizations can make things 'iappen

in communities where they otherwise wouldn't. The business

development grant program in HR 1800 would help to sustain and

expand such efforts.

The bill also provides for a modest increase In the business

financing capabilities of the Rural Development Loan Fund. The

RDLF is an idea whose history goes back more than twenty years.

Dormant for a time, the Fund was reborn through the efforts of a

number of community-based development groups in the latter

1970's. It was transferred to a new home in the Farmers Home

Administration through tne provisions of the 1985 farm bill.

The RDLF authorizes federal loans to f1ot,, at concession7,ry

races, to local, areawide and realmai development organizations.
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These borrowers can then relend or _.. -t the proceeds in local

business ventures. This mechani,,t takes the responsibility for

project selection out of the hands of federal staff and places

it in locally-based agencies whose sole or principal purpose is

local community development, which typ-cally have their own

capital at risk in the loan pool and which can operate with the

speed and flexibility available only to private institutions.

HR 1800 would augment the capital available tc, he RDLF,

currently dependent on repayments from old loans or funds never

committed when originally appropriated. The capital base of the

RDLF would be enlarged by $20 million per year over the next

five years. In addition, $25 million would be authorized for a

companion grant program.

Beyond these economic development initiatives, HR 1800

would make one other small, but important innovation, vital to

the well being of a number of rural communities. Section 4

could extend the valuable and proven community programs of the

Farmers Home Administration in several new directions.

A $10 million grant program would enable local community

organizations to try different ways to insure that rural people

now lacking basic safe drinking water services get them. This

is particularly important for isolated families and very low
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income rural households currently bevcnd the geographic or

economic re _ch of the type of central system facilities which

FmHA now supports. The program would also recognize the fact

that in some communities -- especially the smallest -- the

problem is not necessarily the construction of facilities. The

problem may be one of improving management skills or the operation

and malnteLance practices of the water system utility itself.

Farmcrs Home has said that it cannot finance these types of

nepds, like payinc hookup fees for very low income families,

through its existing water and waste disp_al programs. HR 1800

provides a solution by authorizing a program that can.

I'd like to turn next to the other major legislative proposal

before the Committee, HR 2026. In several r.,pects, HR 2026

takes a different approach to the question of new federal viral

development initiatives. It promises one new, large scale block

grant program in Title VII and mandates a major restructuring of

the Farmers Home Administration.

At the same time, HR 2026 includes two smaller scale,

doable now initiatives of the type that make the programs in

HR 1800 so attractive. These are the Rural Technology Grant

program in Title III and the Agriculture Action Centers grant



84

- 7 -

program in Title IV. Both could ha started immediately with

modest funding and build on tested concepts.

In establishing the technology program, I hope that the

Committee wail emphasize that not all technical innovation

occurs within the walls of a traditional institution of higher

education. Community-based educational groups can and have

Lndertaken important R&D efforts. The ability of the technology

centers to involve private individuals and business resalrch

efforts is also key.

Several of the most important aspects of HR 2026 concern

the role of state government in rural development, particularly

the state rural development planning provisions in Title II any

the block grant In Title VII. Before moving forward with these,

I think the Committee should carefully weigh the experience with

similar approaches over the last 15 years, since the establishmont

of the block grants of the early 1970's.

State plan requirements attached to federal funds may, in

some cases, .....,..r communication among state agencies. However,

they don't dissolve the ins:Itutional obstacles which make joist

action difficult, whether at the state or the federal levels.

From the perspective of loyal community development groups,

8i
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state planring documents rarely speak to what's needed, on the

ground, in a specific community setting.

As far as the block grant init)ative is concerned, I think

we should look carefully at the experience under the block grant

we already have -- the Small Cities pertion of the state-admin-

istered Community Development Block Grant program. When this

program started, there was an attempt in many states to spread

the money around for the sake of tluching as many places as

possible with limited attention to need. In a ,'me of increasing

federal budget restraint, I don't think this is the most cost-

effective way to reach the rural communities with the greatest

claim on federal assistance.

A closer look .91 what th,,, states have already do-e and what

the small cities oortion of the CDBG program is currertly do]ng

may be useful in designing an incentive grant -)proach for the

states, rather than adding one more somewhat formless block

grant to the federal i-wentory.

The opening language in HR 2026 would change the name and

the organizational structure of USDA to emphasize its rural

development mission. I certainly have sympathy for the concept

involved.

3 o
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However, changing names and boxes on the feueral organiza-

tional charts won't really lead to changes in the qu"lity of

life in poorer rural communities. How many such communities

were enriched when we transformed the Assistant Secretary for

Rural Development at USDA into an Under Secretary about seven

years ago?

What counts at -he community level are rrograms and money.

No federal organizatio^al shifts can comp.,nsate for a budget

,eguest which, for a depressing numbo: of years, has called for

the elimination of programs like the water-sewer programs in

Farmers Home.

I think we should cry for a new start in program initiatives

and then deal with the federal agency structure question after

we are more certain of what we want to do and whether we are

s'illing to appropriate the money to do it.

In closing, I would like to stress again that i' "s the new

start that counts. Its the fresh initiative, authorized and

funded, that local community leaders need to convince them that

the federal government is again willing to be an active partner

in rural development activities.

91
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Statement

of I

Roy M. Palk

Executive Director of Operations

National Rural Electric Cooperative Association

before the

Committee on Agriculture

Subcommittee on Conservation. Credit and Rural Development

United States House of Representatives

on

Innovative Development Strategies in Rural America

May 19, 1987

Washing .0n, D.C.

Mr. Chairman and distinguished Members of the Committee:

It Is my pleasure to appear before you today on behalf of the more than 25 million
Americans in 46 states who rely on NRECA member systems to supply dependable and
affordable electra: energy for their homes, farms and businesses. The Leadership of the
nation's 1,000 consumer-owned rural electric systems greatly appreciate the ongoing
interest and support which our program has received from the members of this panel.

The rural electric family is uniquely positioned to understand and appreciate the problems
facing rural America. Our rural electric co-op member s) ..ems can say, without
equivocation, that rural America is facing its most severely trying situation since the
Great Depression. Because of the increased complexity of the national economy, the
problems may have deeper roots and may be much more difficult to eradicate.

We commend the Committee for taking an active, concerned leadership role in this
regard and we offer our full support and assistance to the Committee in carrying out
those initiatives that can make a difference for the rural areas we serve.

Let me speak to those rural areas. While other sectors of the economy have improved
since the last recession, the situation in rural areas has either remained static or
deteriorated The gap between rural and metropolitan areas has widened in terms of the
measurable statistics available unemployment and underemployment, poverty,
substandard housing, health care facilities and a host of other categories.

Rural electric systems reflect the econcmic decline whic.i has drastically reduced load
growth for many of our systems. In fact, today, 222 of the nation's 950 rural electric
dist ibution systems are losing consumers.

the problems facing many of our systems have spurred ,nitiatives to expand our already
considerable base of service and assistance to rural consumers. And our membe,s, Mr.
Chairman, have told us emphatically and repeatedly that they want to do more
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THE ROLE OF THE RURAL ELECTRIC COOPERATIVES

Recently, NRECA held a series of four field hearings across the country which were
attended by 500 rural electric directors and managers. The predominant sentiment
expressed at each of these hearings was that the Rural Electrification Administration
(RCA) and the rural electric systems must become more involved in community and
economic development, that our member systems must become activists, catalysts for
development.

The matter of expanding REA's role into rural economic development is one that has been
intensively studied by NRECA. We will discuss this important point later in this
testimony. Let me touch on a few of the national efforts which NRECA has spearheaded
this past year. efforts which have led rural electric cooperatives to:

Sponsor local "health fairs" to screen large numbers of rural Americans for early
signs of disease or disability and to provide them with information on how to live
healthier lives;

Join the NRECA-sponsored National Rural Telecommunications Cooperative (NRTC),
a group that will direct the development of satellite-base° telecommunication
services for consumer, educational and rural utilities business applications;

Focus new initiative on economic development programs in rural areas. For example.
hundreds of co-ops are making use of a 'how to" manual on economic development
compiled and disseminated by the NRECA staff. The manual is designed to provide
community leaders with information on matters such as promoting lob creation from
existing local business and industry, attracting new employers to the community,
improving a community's potential as a location for economic investment, and
preparing an ecnnomic development plan.

These are but a fes. of the programs rural electric co-ops are undertaking on a nationwide
basis. It does not take into account the numeroJs other ways in which rural electric co-op
systems -- on their own initiative are assisting their consumers and the vital role that
rural electric co-ops across the country play in community and economic development.

I think it is worth mentioning that since the 1960s, when statistics began to be kept, rural
electric systems have been involved in community and economic development efforts that
have created nearly one million new Jobs.

REA'S CONTINUING ROLE

Mr. Chairmen, REA is critical to these continued efforts. REA is and should continue to
be the solid foundation upon which rural electric anon is built. We are pleased to hear
that the Committee shares that view, and . _,.y much appreciate the Committee's
leadership in this area. We also appreciate the Committee's continuing strong support for
the concept of a Rural Electrification Administration that is relentlessly aggiessive in
seeking solutions to the very serious problems facing our nation's rural areas, and by
extension, to our nation's rural electric cooperatives. This is not however, the agenda of
this REA Administrator, nor unfortunately, of this Administration.

tg
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Historically, the loan programs of the Rural Electrification Administration and the
technical support which comes through that agency - the programs in which the federal
government and a lore! community form a cooperative, a working partnership to
accomplish a specific objective have pro en to be exemplary models of how other such
programs could work.

To get to the heart of the matter, the reason the rural electrification program has been so
successful is because it is a federal program that is locally implemented, locally operated
and locally controlled.

It is essential that any rural development _programs incorporate the wile
federal-t-ommuniti partnership that has made rural electrification so succassful. We
strongly believe this same relationship is absolutely critical If federal rural economic
development programs are to be effective.

We have seen that when the few on the top of the pyramid dictate with great specificity
the exact nature and extent of use of federal programs, the benefits are negligible. It is
difficult, at best, and more likely impossible for a rigid. Washington-based program to be
responsive to the actual, changing needs and conditions of a local community.

Furthermore, an inaccessible, unwieldy program is probably worse than no program at all
in terms of what It can accomplish.

As recent Congressional field hearings have revealed, monies from federal programs are
only partially used because of the difficulty in accessing them. These programs are not
being used by the people for whom they were intended. In addition, we have found that it
is extremely difficult for communities to get needed grants arm loans because they are
directed and disbursed by several different federal agencies, there is no single, ready
source or expertise available for the part-time, small community administrator to
determine what is available and how to get to it.

Simplification and consolidation under one -- or at least fewer -- roof: would appepc to
be desirable. This fact lends added credence to our view that one fedt:al entql could
serve in an "umbrella agency" role.

JOINT REA/LOCAL RURAL ELECTRIC CO-OP PARTNERSHIP EFFORTS

It is the small communities with the greatest need which do not have the access to
technical assistance and federal money.

It is also these same communities -- many of them at least In which the rural electric
cooperative is an influential, competent business with deep roots and a sincere and vested
interest in improving tne financial condition of the cooperative, the community's economy
and quality of life of its citizens. In these communities, the rural electric cooperative is
in a position to serve as a catalyst for economic and community development efforts.

This cot,cept provides what we believe to be the most viable solution: to invert the
pyramid by piecing these small, grassroots communities at the top, so that economic and
community interests and concerns provide the motivation for Improvement activities.

The network for this concept is already in plat e.
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REA, the federal agency, already has a long-standing relationshLP with one a' the major
components of the rural community, and Liens is the commitment, certainly on the part
of the rural electric cooperatives and most probably among the professionals at REA. to
make these procdms work and to produce the jobs and economic stimulation our rural
areas so desperately need.

Therefore, a special, blue-ribbon panel of rural electric leaders is studying the expansion
of the role of the REA to include economic development activities ano to expanding the
missinn of rural electric systems throughout the nation to Include community and
economic development.

Having said that, MI. Chairman, we must point out that rural electric systems could not
take on the additional role of rural economic development without some help. It will be a
long and difficult task to bring the necessary economic and employment diversity to rural
areas. Ano it will require a substantial investment from the rural electric cooperatives
and their communities with a sustained helping hand from government.

We offer some specific directions the Congress might examine to forge the effective,
sustained working relationship between local commumties, their rural electric
cooperatives and l .eir government to make these programs successful.

THE RURAL COMMUNITY -- THE CORE TO ECONOMIC REVITALIZATION EFFORTS

We believe that by working together through the combined REA/local rural electric co-op
effort one small sucLess can lead to (mother. and we have some ideas on how we ought to
go about getting this under way.

Two homegrown "megatrends" are that "small is good" and that alongside high-tech b the
need for "high-touch." These are rural characteristics. As we develop policies and ignite
old and some new programs to revitalize till rural econcmy we should not neglect to
accentuate these characteristics, for they are whet so many have found to be truly
appealing about rural America, and based on numerous studies -- including one conducted
by NRECA -- these are the real "incentives" for those who hive chosen to live in rural
America.

Before I discuss specific ideas, 1 would like to touch upon the core basis for any innovative
rural development solutions.

Federal programs often seem to rural people to be at once at a distance and very indirect.

Many programs have been designed with other than local and user mods and wants as their
bases. Funds go unused and programs are inaccessible berause of the lack of emphasis on
local community involvement. local program design and local implementation. It makes
sense to allow for reasonable options and choices by those who would use the programs.
The more stringent federal regulations are, the more the objectives of the program will be
diluted or ineffective. There are sound reasons for a flexible national strategy from the
bottom up, making the local community the center of the design. Again, this brings us
back to the very nature of the rural America: i.e., "small is good," coupind with the
Thigh-touch," or the personal touch.

The community is an essential component of the social well-being of i raj Americans.
The community is even more influential where the population density is lom
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The problems of rural America are community problems with community solutions, and
state and federal systems must positively reinforce this approach.

Within these local communities, rural electric cooperatives can be mobilized as the most
effective advocates for community and economic improvement.

Finally, community-based programs should develop talents and resources which will
provide long-term improvement, not "quick fixes."

NRECA RECOMMENDATIONS FOR RURAL DEVELOPMENT AND ECONOMIC
REVITALIZATION

We recommend that all federal rural programs be examined and wan a view to redesign.
so that funds are targeted to be more sensitive to rural conditions. We strongly concur
with the central theme of the article in L 3 Kansas City Federal Reserve's Economic
Review by economists Ma:k Draberstott, Mark Henry, and Lynn Gibson, that one does not
have to choose between those things that make economic sense and those that are socially
desirable: both are possible with good planning.

Specifically, at the center or our recommendations are three key points:

I. Put the design and implementation of rural development programs back with
the grass roots local community by providing simplified access and minimal,
flexible regulation to provide the community with greater latitude and options.

2. Consider using the REA and rural electric cooperatives as a conduit for rural
development programs to provide necessary liaison, support, technical
assistance and coordination functions in the community.

3. Consolidate and simplify rural development programs and consider putting them
all under one roof.

These three key innovative ideas are expanded below with specific recommendations that
stem from our frequent and systematic contact with the heart and mind of rural America.

We strongly recommend:

I. Legislation to mandate the consolidation and simplification of rural development
programs, such as housing, business and community development loans and grants and

other essential public services and planning. This would maximize the effectiveness
of these programs.

2. Allowing rural electric cooperatives to invest funds in other community services such
as water and sewer systems. Eliminate present limits on rural electric systems'
ability to participate in such activities. This would allow for more funds f)1- essential
rural services.

3. Accommodating liens of other lenders to facilitate rural electric cooperative
f.nancing required for rural development projects.

4. Use rural electric cooperatives and their proven network of generation and
transmission cooperatives. statewide associations and distribution cooperatives as
catalysts , or the initiation of economic development plans, to help with applications
for grants and loans, and to provide a place to meet and plan prolrams locally.

r) -,
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This is in the true t edition and commitment of rural electric cooperatives to provide
service in the community and is based on the principle that solutions which are
community-based are most likely to wcrk.

5. Support programs that encourage technology transfer, for example. the joint
NRECA/TVA project currently under way, which can be channelled to local
communities throughout the country. This t_ ansfer w.11 give local communities
access to tried and proven programs developed over the years by TVA. These
programs should be vigorously monitored to find out scientifically what works and
what does not work in community economic development and what modifications
have to be made to make these programs work.

6. We recommend consideration of an job training/infrastructure rebuilding project.
This would employ displaced rural workers, improve the infrastructure for economic
development and keep people in rural areas where they want to live. The motivation
to rebuild one's own community clearly will work to benefit the people, their
communities and the country.

Banking and Financing - Because of the difficulty in tinancing rural development
projects, we recommend the creation of a rural development bank which would
guarantee loans and become a secondary market for local banks. There is a need for
a federally created finance bank which deals in secondary markets and pooled
projects to assist local banks to finance projects and to finance start-up businesses
and infrastructure development.

B. Promote rural telecommunications, which provides electronic highways that instantly
remove the economic arguments of geographic isolation. A related recommendation
is to improve digital switching capabilities in rural areas. Rural areas must have the
latest telecommunications capabilities, to be on line economically. We have helped
to form a National Rural Telecommunications Zooperative to help insure access
equity for bi-directional business data transmission and TVRO programming.

An attachment to my written statement will provide the Committee with some addittc.tal
background and statistical data to further support NRECA's recommendations.

Mr. Chairman, we all have a pretty dismal picture of the economic situation r riral
America. d I won't quibble that it is so.

Vet, I would like to point out several things that make our rural electric leadership, rural
people themselves and me confident that though the road to recovery may be long and
treacherous, we can make the journey.

The first thing . . . and this takes us back to the deliberations and actions of this august
lardy in decades past ... retlects the effects of public policy put in place years ago

For example as a result of such social reforms as Social security and the implementation
oft tirement programs, many of the people who have chosen to spend their golden years
in rural America have disposable income beyond the day -to -day living expenses. That's
one kind of market

These people are also a strong source of participation in the rebuilding efforts. Many are
experts in the skills and disciplines necessary to these efforts, and many have the
expendable time to roll up their sleeves and pitch in.
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There are also, Mr. Chairman, valuable assets which have developed in rural areas as a
res.ilt of the rural development and highway transportation programs of the 50s and the
60s and beyond.

For example, for the most part, we have a workable, efficient interstate highway system
which makes it possible to move raw materials and products from rural areas to the cities.

Though we still have a long way to go in this respect, many communities have improved
community infrastructure facilities such as water and sewage treatment and fire
protection. This has resulted from some of the programs discussed earlier.

Rural elertrification is a prime. shining example. The Rural Electrification Act of 1936
has literally transformed the face of rural America, and our member systems are
constantly improving service, heavying up to meet increasing demand, providing
sophisticated energy planning for residents, businesses and industries. They are an
indispensable building block component as we work for more jobs.

Educational facilities in rural areas, while perhaps not up to the standardq of a
polytechnical high school in Brooklyn, or Cleveland or Baltimore, are sound and turn out
students who can read and write and cont:nue to learn. And the availability of modern
electronic communication techniques cannot help but to .mprove their capabilities.

There is, as well, in rural America. a well-documented work ethic, a work ethic that
pushes evermore toward more efficient production, toward more efficient technology.
And there i3 a work force in which that ethic is engrained.

These qualities and facilities comprise a sound. st.-ong fc,.,idation on which to build for
rur.o. America's future.

And, Mr. Chairman, we've talked economics and jobs and banking and deregulation here
today. But, I think it is important to maintain some perspective on what it is we're trying
to preserve. What we're after here is the mair,Lenance of a life and workstyle that is
basic to this country's development and philosophy. And that is worthy of our best effort.

Mr. Chairman, I would be pleased to respond to any questions you or any of the
Committee members may have. Thank you.

8 0
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ATTACHMENT

KEY DEMOGRAPHIC TRENDS

First cf all, we think the demographics that follow confirm our view that rural economic
development ought to be community based and that efforts should focused on retention
and expansion of existing industries rather than the attraction of major new industry.

* The service st.stor is providing most new ru-al jobs 1.1 million new ;abs from
the years 1976 to 1984 -- and both large and small firms are contributiag to that
expansion. These jobs are often at lower salaries than metro-related jobs.

* Small manufacturing firms cortributed 1Pc.000 new jobs in viral areas, while large
firms generated only 76.000 nevi jobs (during the same period from 1976 to 1984).
This seems to argue for a strategy of promoting small manufacturing companies
which create jobs that raquire the skills possessed by displaced rural farmers and
other workers.

* In 1985, the non-metro une,opluyment rate averaged above 9 percent, more than 2
points higher then the metro rate. The non-metro rate has fallen much more slowly
than the metro rate during the current recovery. These figures are even worse than
they appear, however, since they fail to include the under-employed, those who have
dropped out of the job race and tnose who have exhausted their unemployment
benefits. Ninety percent of all counties with extremely high unemployment rates are
rural.

* The non-metro poverty rate was 18.3 percent in 1985 compared to 12.7 percent for
metro areas. During the most recent recovery from the recession of the early 1980s,
the metro rate has improved while the non-metro rate has not. Thirty-eight percent
of the nation's pocr and 67 percent of all substandard housing are in rural areas.

* The proportion of total family farm income earned from off-farm sources has
increased from an average of 40 percent in 1960 to more than 72 percent in 1983,
reflecting the expand.ng need for off-farm jobs for the small, family farmer.

These statistics provide a stepping-off point to constructive commune action suppoi ted
by state and federal governments .nd they reflect the desperatiu of many rural
communities. Typically, a rural community losing jobs and people embarks upon a rourse
of industrial recruitment to save the day. It is not a viable economic development
strategy because it doesn't work. Why?

* As many as 25,000 development agencies arouni: the country compete for the few
tl- ousand companies that relocate each year.

* States and communities in the competitive rush put together incentive packages,
"giveaways" to attract new industry.

* Many companies attracted with the artificially sweet incentives either leave when
the incentives run out or use the relocation as a springboard to leave the country.

9 i
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State, county and local governments have realized that they cannot compromise their
future by giving away the store, and rural communities must heed that lesson: companies
relocating in rural areas must pay a fair share. A substantial financial commitment
ensures that a company will want to stay rather than seek a better deal somewhere else.

If. on the other hand, the reasons for locating in a community are access to a reliable,
skilled, educated and committed work force and a healthy, clean environment in which to
work and make profits, then the company is more apt to stay as a long-term citizen.

However, it is our studied opinion that these options are few and far between, and that
businesses already in place offer a much higher potential for the creation of permanent
jobs.

DIFFICULTIES IN RURAL CAPITAL FORMATION

There is a trend in banking which is similar to the trend in farming, fewer, but larger
operations. Predictions are that in ten years the present 14,000 commercial banks will be
reduced by half. These larger banks, as with other large business organizations may well
be less concerned with local communities, with only minimal interest in making funds
available for local business development. It is not difficult to envision, with the
interstate branch banking fostered by deregulation, that branch banks will siphon off local
funds into national money markets, even into international investments.

The dangers of banking deregulation on rural communities, as rei,-,forced by results
observed in airline deregulation, are a reduction of banking services, a reduction of
fixed-rate, long-term loans, increased cost of banking services and reduction of services,
money flowing out of the community and loss of interest by bankers in local investments.

In comparison to other banks. rural unit-banks are usually small, geographical') isolated
and serve relatively undivers.fied markets. These characteristics restrict V-, type and
maturity of loans and the ability to attract deposits and non-deposit loanable funds,
reducing their ability to serve as financial intermediaries.

Rural banks play a prominent role in supplying credit in rural markets because of the lack
of other financial institutions. These banks remain important to the traditionally
dominant segments of the rural economy: consumers, agriculture, housing and small and
medium size businesses.

The main role of banks in the agricultural credit market is for short term rather than long
term credit. The relative importance of banks in supplying both types of farm credit has
been declining.

Local governments finance their activities principally through taxes, federal and state
grants-in-aid, and the bond market. The new tax law has put a burden on small
communities because it has removed tax exempt financing of development projects.
Rural governments as well as rural banks are in a poor competitive position dua to their
small size and isolated locations, which makes participation in larger financial markets
more difficult.

16u
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Most studies have been consistent with the idea that local commercial banks supply small
business with most of their financial needs. Commercial banks are only able to provide
short and intermediate term debt financing due to the nature of their loan funds. Federal
programs such as FmHA, SBA, HUD, and EDA have been utilized only to a limited degree
by rural small businesses.

The volume of loans and loan guarantees tom such services have always been limited.
The most prevalent sources for financing of small business have been the owner's saving
and borrowing from family, friends and associates.

New ways of financing rural development projects through local banks have to be
developed. Without these financial resources, rural areas will always be trailing behind in
correcting the imbalances between metro and non-metro America.

0 #
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Mr. Chairman, I appreciate the opportunity to appeal_ before your

committee to address the subject of rural development.

My name is Jack Cassidy. I am a vice president and manager of rural

utility relations with the Central Bank for Cooperatives in Denver,

Colorado. I am appearing here today on behalf of the Farm Credit

System's twelve district Banks for Cooperatives and the Central Bank.

I will be presenting testimony on the positive economic effects of the

Banks for Cooperatives' credit programs. In addition, I will discuss

possible ways for the banks to promote new and expanded economic
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development in rural areas.

The twelve district Banks for Cooperatives and the Central Bank for

Cooperatives provide financial services to about 3000 agricultural

cooperatives and rural utility systems. The banks currently have

about $8 billion in loans outstanding. The repayment record has been

very good despite the problems in the agricultural economy. During

1986, about $4.F million in loans were charged off.

Agricult..ral cooperatives and rural utility systems--and the credit

programs they depend on--have a significant effect on the rural

economy.

For example, the latest information available shows that the 70

largest borrowers of the Banks for Cooperatives have total annual

sales in excess of $33.0 billion and assets of $28.0 billion.

The latest Fortune 500 list of industrial enterprises includes 15

agricultural cooperatives--14 of which have a banking relationship

with the Banks for Cooperatives. These 15 agricultural cooperatives

have about 60,000 employees--nearly all located in rural areas.

These statistics demonstrate the important economic contribution being

made by the borrowers of the Banks for Cooperatives. These statistics

also indicate the significant role the banks and our borrowers could

play in contributing to the revitalization of rural America.

Like our nation's farmers, many cooperatives and utility systems--and

o
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the banks as well--are taking steps to adjust to the changes taking

place in the rural economy. As agricultural cooperatives and rural

utility systems adjust to today's economic environment, they have new

and somewhat different financing requirements.

For example, agricultural cooperatives and some rural utility

systems--especially telephone systems- -need to diversify and bring in

new capital to strengthen their operations. This can be accomplished

by forming subsidiaries, joint ventures, or partnerships to initiate

new business activitiesactivities that are sometimes different from

the original business but related to serving the needs of

member-owners.

If adequate capital is available, new business activities would create

jobs and economic expanedon in rural areas while strengthening the

agricultural cooperative or utility system. Unfortunately, the

farmer-owners of many of these organizations do not have the capital

necessary to initiate new businesses. This problem could be overcome

by utilizing capital from other sources. However, the Banks for

Cooperatives' lending authorities currently prohibit the financing of

subsidiaries or partnerships that include capital investments from

ineligible entities.

I will provide the committee with two specific examples.

A large agricultural cooperative in the southeast that has

traditionally been involved in providing fertilizers, pesticides, and

other chemical inputs is in the process of building a paper mill.
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This diversification is necessary because the demand for agricultural

chemical products nas declined sign,ficantly.

The mill will be located in an area with an unemployment rate in

excess of 16 percent. The paper mill will be using proven

high-tecnnology and will eventually employ about 800 workers. The

mill will require a capital investment of about $300 million.

The project has been in the development stage for several years and

the Banlus for Cooperatives have been the lead lenders from the very

beginning. This is a good project from every perspective. However,

it could be made better. Several of the 41 newspapers which have

already contracted to purchase paper from the mill would like to

purchase an equity interest in the venture.

The advantage to the agricultural cooperative of entering into a

partnership arrangement would be to lower the risk of its

member-owners, strengthen the financial condition of the project,

utilize a wider variety of expertise, and eventually allow for a

larger operation that would employ perhaps an additional 500 workers.

However, under current law, the Banks for Cooperm,ives can finance

only wholly-owned subsidiaries of an eligible borrower. We do not

have tne authority to provide financing for the partnership just

described.

In ":1is instance, it is likely that the agricultural cooperative will

be prevented from taking the best course of action from a business and

1O)
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economic development perspective simply because its long-time

lender--the Banks for Cooperatives--cannot finance a subsidiary or

partnership that includes equity investments from entities ineligible

to borrow from the banks.

In the second example, a group of rural telephone systems--most of

them individually eligible to borrow from the Banks for

Cooperatives--are seeking to finance a statewide rural cellular

telephone project. If this proposal is successful, it will help

strengthen the operation of the independent rural telephone systems

and provide wha' is rapidly becoming an essential service to rural

areas. Yet, the Banks for Cooperatives are unable to provide the

financing for this partnership.

These two cases are just a sampling of the steps agricultural

cooperatives and rural utility systems are taking to diversify and

strengthen their operations. These types of adjustments to today's

economy are not only the result of good business decisions but have

the added benefit of creating jobs and bringing new capital into rural

areas.

As the primary lender for many of the agricultural cooperatives and

rural utility systems that are making such adjustments, the Banks for

Cooperatives are being called on to provide appropriate financial

services.

The Farm Credit System is considering a legislative proposal to

clarify the Banks for Cooperatives' lending authorities to finance
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r.nrtnerships, subsidiaries, and other ventures--provided that an

eligible borrower or g-aup of borrowers maintains a maiority interest

or control of the operation. Such a clarification of the Banks for

Cooperatives' lending authorities would promote economic development

in rural areas and strengthen the financial condition of our

borrowers--and do so at no cost to the government.

I want to commend this committee for considering ways to improve

economic conditions in rural America. The Farm Credit System's Banks

for Cooperatives are well situated to play an important role in

helping to revitalize rural America and we look forward to that

challei.ge. I appreciate the opportunity to present our views on this

subject.

I will be happy to respond to any questions.

10)
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PRESENTED BY:

Jeffrey J. Fox
Vice-President of
Legislation
Communicating for Agriculture

MR. CHAIRMAN, MEHBERS OF THE COMMITTEE. I AM JEFF FOX,

VICE PRESIDENT OF LEGISLATION OF COMMUNICATING FOR AGRICULTURE

(CA). I AM HERE ON BEHLLF OF CA.

COMMUNICATING FOR AGRICULTURE IS A NATIONAL NONPROFIT

NONPARTISAN ORGANIZATION WHOSE MEMBERS ARE PRIMARILY FARMERS,

RANCHERS AND SMALL BUSINESS PEOPLE. CA HAS OVER 40,000 MEMBERS

NATIONWIDE AND MEMBERS IN OVER 45 STATES.

CA SURVEYS ITS MEMBERS ANNUALLY. THROUGH THIS SURVEY, OUR

MEMBERSHIP CHOOSES AND RANKS THE ISSUES WE WORK ON.

COMMUNICATING FOR AGRICULTURE, SINCE IT BECAME A NATIONAL

ORGANIZATION (TEN YEARS AGO), HAS BEEN INVOLVED IN A NUMBER OF

ISSUES AFFECTING THE QUALITY OF LIFE IN RURAL AMERICA.

CA HAS BEEN INVOLVED AT THE STATE AND NATIONAL LEVELS ON

SUCH ISSUES AS BEGINN.aG FARMER PROGRAMS, DEBT RESTRUCTURING AND

IS RECOGNIZED AS AN EXPERT ON HEALTH RISK FOILS.

Page 1
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COMMUNICATING FOR AGRICULTURE THROUGH ITS MEMBERSHIP AND ITS

LEASDERSHIP dAS DETERMINED THAT RURAL DEVELOPMENT IS A TOP

PRLJRITY. WE BELIEVE THAT RURAL AMERICA CAN PROVIDE THE WORK

FORCE, THE QUALITY OF LIFE AND THE OPIORTUNITY FOR GROWTH IN NEW

AND EXPANSION OF EXISTINJ SMALL BUSINESS.

RURAL AMERICA HAS A HIGHLY QUALIFIED, TRAINABLE AND WILLING

WORK FORCE.

WITH THE GROWTH HIGH TECH AND SERVICE INDUSTR' JOBS THE

WORK FORCE IS NO LONGER REQUIRED TO LIVE IN LAME METRO AREAS.

THUS, RURAL AMERICA'S QUALITY OF LIFE CAN NOW BE ATTAINED.

SMALL BUSINESSES, WHICH FIT WELL INTO RURAL AMERICA'S

LANDSCAPE, CONTINUE TO PROVIDE MORE AND MORE OF OUR NEW JOBS.

COMPARISION

15/6
19E4

Small Business
34,334,418
45,126,964

Large Business
33,512,802
40,229,053

Net gain in jobs 10,292,546 6,716,251

In another comparison.
Small Ru.siness

1980 45,585,170
1984 49 868,711

Large Busineq,
39,282,326
40,479,307

Net Bair jobs 4,391,541 1,196,986

*(FIGURES FROM THE NATIONAL FEDERATION OF SMALL BUSINESS)

FROM 1980 TO 1984 SMALL BUSINESS rROVIDED MORE THAN 2 NEW JOBS

FOR EVERY ONE NEW JOB PROVIDED BY LARGE BUSINESSES.

IN SEPTEMBER OF 1986 CA STARTED WORKING WITH THE UNDER

SECRETI.RY'S OFFICE OF THE DEPARTMENT OF AGRICULTURE, ON A RURAL

DEVELUPMENT PROGRAM CREATED Li 1323 OF THE 1985 FOOD

Page 2
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SECT' ITY ACT. THIS PROGRAM IS DESIGNED TO BENEFIT RURAL AMERICA.

THIS PROGRAM IS DESIGNED TO PROVIDE GUARANTEED LOANS AND GRANTS

TO DEVELOPMENT IN RURAL COMMUNITIES. IN APRIL OF 1987, CA'S

BOARD OF DIRECTORS PASSED A RESOLUTION WHICH STATES:

"BE IT RESOLVED BY THE ASSEMBLED MEMBERSHIP OF COMMUNICATING

FOR AGRICULTURE THAT CA SEEK COOPERATION BETWEEN PRIVATE

ORGANIZATIONS AND ALL LEVELS OF GOVERNMENT TO PROMOTE RURAL AND

COMMUNITY DEVELOPMENT WHICH WILL ENHANCE FAMILY FARMS, RANCHES

AND SMALL BUSINESSES IN RURAL AMERICA."

CA, IN THE PAST, HAS HAD GREA: SUCCESS AS A CLEARING HOUSE

OF INFORMATION ON VARIOUS SUBJECTS ON A STATE BY STATE BASIS.

SINCE APRIL, COMMUNICATING FOR AGRICULTURE HAS BEEN GATHERING

INFORMATION AND DATA ABOUT STATE DEVELOPMENT PROGRAMS.

WE HAVE FOUND IN OUR INITIAL CONTACT WITH THE STATES THAT

THERE ARE AS MANY PROGRAMS AS THERE ARE STATES. EACH STATE USES

A DIFFERENT TERMINOLOGY; STATE "A" MAY CALL THEIR PROGRAM JOBS

DEVELOPMENT; STATE "B", MAY CALL THEIR PROGRAM ECONOMIC

DEVELOPMENT; STATE "C" MAY HAVE SOME OTHER DEFINITION. SOME

STATES HAVE NO SUCH PROGRAMS OR THEIR PROGRAMS HAVE NO FUNDING.

WE HAVE PROVIDED, TO THE COMMITTEE, AN INITIAL SUMMARY OF

WHAT WE ARE FINDING AT THE STATE LEVEL FOR ECONOMIC/RURAL

DEVELOPMENT PROGRAMS. THIS INITIAL SURVEY IS NOT BY ANY MEANS

COMPLETE, AND WE WILL CONTINUE TO GATHER THE NECESSARY

INFORMATION. ALSO, INCLUDED WITH THAT INFORMATION IS SOME

BACKGROUND INFORMATION ON COMMUNICATING FOR AGRICULTURE.

CURRENTLY CA IS WORKING ON A MODEL FOR RURAL DEVELOPMENT.

WE ARE LOOKING AT COMMUNITIES THAT HAVE HLD SUCCESS IN CREATING

Page 3
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NEW ECONOMIC OPPORTUNITIES. WE HOPE TO HAVE THIS MODEL

COMPLETED IN THE NEAR FUTURE. WE WILL THEN MAKE THE MODEL

AVAILABLE TO OTHERS WHO ARE TRYING TO CREATE NEW ECONOMIC

OPPORTUNITIES IN RURAL AMERICA.

BECAUSE STATE PROGRAMS VARY, WE BELIEVE THAT ANY FEDERAL

PROGRAMS INVOLVING RURAL DEVELOPMENT NEED PO BE FLEXIBLE IN ORDER

FOR EACH STATE TO ADAPT. WE RECOGNIZE THAT WHEN AN ENTITY

APPROPRIATES MONEY FOR A SPECIFIC PROGRAM OR PROJECT THEY WILL

HAVE TO HAVE SOME TYPE OF CONTROL ON HOW THAT MONEY IS SPENT.

HOWEVER, IT IS WIDELY ACCEPTED THAT LOCAL INPUT, IMPLEMENTATION

AND CCNTROL IS NEEDED IN ORDER FOR ECONOMIC DEVELOPMENT PROJECTS

TO BE SUCCESSFUL.

MR. CHAIRMAN, MEMBERS OF THE COMMITTEE, THERE HAVE BEEN

DISCUSSIONS AND PROPOSALS TO BRING EXISTING AND/OR NEW RURAL

DEVELOPMENT PROPOSALS UNDER THE CONTROL OF ONE AGENCY OR ENTITY.

WE SUPPORT THIS EFFORT. WE SEE THE SAME THING TAXING PLACE AT

THE STATE AND LOCAL LEVELS. THESE ACTIONS HAVE ELIMINATED MUCH

OF THE CONFUSION AND PROVIDE BETTER ALL AROUND INFORMATION AND

SERVICES.

IN TALKING WITh S7ATE ECONOMIC DEVELOPMENT OFFICIALS IT HAS

BECOME CLEAR THAT THEY BELIEVE THAT EXPANSION AND START UP OF NEW

AND EXISTING BUSINESSES WILL BE CREATED FROM LOCAL AREAS, (50 -

100 MILE RADIUS) THROUGH LOCAL IDEAS AND FROM LOCAL PEOPLE. ONE

OF THE ELEMENTS TO ENSURE SUCCESS AT THE LOCAL LEVEL IS FOR THE

LEAMS TO HAVE ACCESS TO INFORMATION. IN ORDER TO ACQUIRE THIS

INFoRMA.T_ON, THEY NEED RESEARCH. IN ORDER FOR THE RESEARCH TO

TAKE PLAN?, THEY NEED FUNDS.

Page 4
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NEW JOBS MUST BE CREATED IN RURAL AMERICA TODAY. WE DO NOT

BELIEVE THAT MOVING A BUSINESS FROM ONE STATE OR COMMUNITY

TO ANOTHER CREATES NEW JOBS. WZ BELIEVE THAT NEW IDEAS CREATE

NEW JOBS. UNFORTUNATELY THESE NEW IDEAS ARE UNLISTED AND

THUS THERE IS AN ELEMENT OF RISK INVMVED.

BEflAUSE OF TUE RISK INVOLVED THERE IS A tr:ED FOR RISK CAPITOL.

RISK CAPITAL BEING THOSE MONIES THAT CAN BE USED TO START UP

NEW BUSINESSES. MOST CONVENTIONAL LENDERS ARE UNLIKELY TO

PROVIDE FUNDING OF THESE NEW BUSI'ESSES BASED ON NEW IDEAS.

THIS IS AN AREA IN WHICH GOVERNMENT (WHETHER LOG.-.1., STATE OR

NATIONAL) CAN PLAY A VERY IMPORTANT PART. THIS CAN BE DONE

WITH LOAN GUARANTEES OR GRANTS.

WE DO BELIEVE THAT THE WORK THAT IS BEING DONE BY THIS

COMMITTEE IS CRUCIAL TO RURAL AMERICA. THIS COMMITTEE'S WORK,

AND HEARINGS SUCH AS THIS HELP DRAW AND VOCUS THE PUBLIC'S

ATTENTION ON THE NEEDS OF RURAL AMERICA. ALL OF US KNOW, THAT

THE NEED FOR RURAL DEVELOPMENT IS VERY REAL AND IN IT LIES THE

FUTURE OF OUR RURAL COMMUNITIES.

MR. CHAIRMAN, MEMBERS OF THE COMMITTEE, AS I STATED

EARLIER, WE LOOK FORWARD TO WORKING WITH YOU ON WHAT WE BELIEVE

IS A LONG TERM PROJECT, A LONG TERM PROCESS. ONE OF THE BENEFITS

OF BEING A NONPROFIT, NONPARTISAN ORGANIZATION IS THAT WE

SOMETIMES CAN WORK IN AREAS THAT OTHERS CANNOT. WE FEEL THAT THIS

15 A VERY USEFUL TOOL, NOT ONLY TO OUT MEMBERSHIP, BUT ALSO TO

OTHER GROUPS AND ENTITIES THAT WE WORK WITH.

MR. CHAIRMAN, MEMBERS OF THE COMMITTEE, I KNOW THAT YOU ARE
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PRESSED FOR TIME. I'VE ATTEMPTED TO KEEP MY REMARKS BRIEF. AT

THIS TIME I WOULD BE HAPPY TO ANSWER ANY QUESTIONS YOU MAY NAVE

OR IF ANYONE WOULD LIKE TO CONTACT US LATER, WE WOULD BE HAPPY TO

PROVIDE YOU WITH INFORMATION THAT WE HAVE.

THANK YOU MR. CHAIRMAN, MEMBERS OF THE COMMITTEE. WE

APPRECIATE THE TIME AND EFFORT THAT YOU HAVE PUT FORTH ON BEHALF

OF RURAL AMERICA.

(Attachment follows.)
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COMMUNICATING FOR AGRICULTURE

INITIAL FINDINGS ON

STATE ECONOMIC DEVELOPMENT RESEARCH
MAY 15, 1987

ALABAMA', Department of Agriculture h s formed a study unit
aTtliiined to "seek creative solutions" to the problems of
depressed rural areas.

ARIZONA--The University of Arizona is currently trying to develop
an industry in Cochise County, which is now a
depressed area in which cotton traditionally has been raised.

CALIFORNIA has ambitious rural economic development plans
underway. Its "Rural Renaissance Program" was approved in
September and became official in January, with two components:
Eight million dollars already appropriated, available to
California's 41 rural counties on a $2 per capita basis, for the
funding of projects that can result in job creation and economic
revitalization; and an infrastructure grant and loan program, to
find public improvements that would serve economic development
purposes. The current state budget bill, now pending in the
legislature, would appropriate $30 million for the latter
component.

COLORADO governor has set up a series of committees focusing on
ii7TZTATure, development and tourism. There are five committees
for each, one for each part of the state. Meetings of the
committees started in April and tho relationship between the
three areas of concern is being st,essed. Recommendations coming
out of these meetings a-e expected to result in legislation,
including rural development legislation.

CONNECTICUT is extending some efforts in job retraining and is
working to attract value-added industries. However, according to
a spokesperson, not a great deal has been achieved to date.

FLORIDA's Department of Agriculture recently hired a specialist,
Dr. Clifton Savoy, to develop a rural development plan for the
state. The first thrust of it is a piece of legislation now
pending called the "Agricultural Economic Development Policy
Act," whose language aim is the creation of jobs in rural areas
without polluting the environment. The thrust is to be
especially toward developing new industries based on the
potential that already exists, rather *flan attracting existing
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industry away from other states. Value-added projects are being
especially emphasized, and business assistance planning and
various types of incentives would be offered. The legislation
has just passed out of both agricultu-e committees.

GEORGIA'S Department of Agriculture has a policy of locating its
newer Ieboratories and facilities in rural areas, to stimulate
the economy when possible. The state also builds livestock
facilities in rural areas and leases them to private individuals.

IDAHO'S legislature recently created a small agricultural
ii7Titing board to help farmers sell their products.

ILLINOIS' Legislature is currently considering a "Harvest the
g d" legislation that would provide different sources of
funding for research into the development of a number of
activities in connection with agricultural diversification and
agriculture-related technology. In 1986, Governor James Thompson
announced a number of rural development related actions,
including a number of research projects aimed at diversification
and value-added agricultural activities, as well as a requirement
that at least 25 percent of state expenditures be directed toward
rural areas.

INDIANA's legislature just passed a bill appropriating $400,000
per year for a value-added center, to develop new uses for
agricultural products and attract value-added industries.

KANSAS--A Commission on the Future of Kansas, consisting of
TIFEFFs, bankers, etc., has initiated some proposals that are
expected to be the basis for legislation. Rural economic
development, with emphasis on food processing plants, etc., is
one of the areas emphasized. Diversification is another. The
report is not yet printed in final form. Also, Kansas State
University has a Kansas Center for Rural Initiatives, which is
basically a study and research group, aimed at developing ideas
in a number of areas to help the rural sector, including rural
economic development.

KENTUCKY Department of agriculture has initiated a program called
FARMLOT, a computerized service which attempts to match
producers and markets.

MAINE'S legislature is now considering a "Job Opportunity Zones"
measure, introduced at the governor's request. It would provide
incentives for job creating in designated areas.

MARYLAND is emphasizing an Agriculture Development Plan that is
EWT1777evelopmental stages. It's due on the governor's desk
July 1, after which hearings for public input will be scheduled.
The result is due to be crafted into legislation for the 1988
session. It is felt that a well developed aquaculture industry
could do more for the rural part of the state than anything else,
and could eventually rival the state's broiler industry.

MINNESOTAThe Minnesota Legislature is considering a piece of
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all-around economic development legislation that started out has
rural and still has strong rural components. Among other things,
it would establish a Rural Development Board, which would have
access to a $9.3 million rural rehabilitation fund and could
provide loans and investments in rural areas to stimulate
development or create new jobs. It would also invest money in
companies that would create new jobs in depressed areas.

NEBRASKA's Legislature is considering an agricultural promotion
bill which would create new agriprocessing and diversification
positions in the Department of Agriculture. The bill is expected
to pass within two weeks. The legislature is also considering a
bill to give tax credits to businesses who hire at least 20
people. It's aim is not specifically rural, but it is felt that
it would help rural areas. Yet another bill would establish 12
different centers to encourage and promote (with counseling,
financing, etc.) new businesses getting started.

NORTH DAKOTA's Department of Economic Development is working
toward a number of goals, most of which relate to the development
of "home-grown" industries, especially in the value-added area.
Some results have been achieved through these efforts. The
thrust isn't strictly rural, but much of it materializes in rural
areas.

NORTH CAROLINA seems to be the current leader among states in
rural economic development efforts. The current efforts stem
from a Jobs Commission created 18 months ago by the Lt.
Governor's Office. Thirty-eight recommendations came out of the
commission, and while many of them included the rural sector,
three were specifically rural; Tax credits for jobs for
distressed rural areas, state assistance to communities for water
and sewer funds, and the formation of a Rural Economic
Development Center. The latter is now underway, chartered as a
nonprofit organization with a Board of Directors and send
funding from state foundations and corporations. The legislature
is now considering an annual $2 million appropriation for it.
The center is envisioned as an area in which the public and
private sector can come together and coordinate their activities
and identify needed new initiatives and expansion of existing
efforts. Also the center is seen as a clearinghouse for
information on rural economic development activit4es nationwide.
Information is already being gathered in all states. Resear-h
and development projects are also a priority item with the
center.

OHIO's Agricultural Extension Department is working with the
state and local governments to attract industries. Also, Ohio
State University has a Business Retention and Expansion Program,
which emphasizes the retention aspect and offers some advice and
state funding to municipalities toward this end. It isn't aimed
specifically at the rural sector but it is felt that it does
provide much assistance to the rural sector.

OKLAHOMA's legislature is currently considering bills related to
rural economic development. One would authorize loans through
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the Treasurer's Office for farmers who want to diversify. The
other is a study bill, on the feasibility of setting up food
processing plants in Oklahoma.

PENNSYLVANIA's governor has recommended a budget now unde
consideration in the legislature that would contain a $3 million
line item for agriculture diversification. It would provide
state assistance and matching loans for value-added industries
and research projects for new uses for animal waste.

SOUTH CAROLINA is working to develop more agricultural
diversification and state agriprocessing industry. The
Department of Economic Development and the Agriculture Department
are working together to get more agriprocessing industries into
the state, stressing lower transportation costs to population
centers such as New York City and Washington, D.C. Also being
offered are incentives for diversification. For example, work is
being done to develop crawfish and kiwi fruit industries in the
state.

SOUTH DAKOTA--Raised Its state sales tax by 1% for one year to
generate new state revenues for economic development.
Anticipation of $40 million will be generated which will be used
to create new jobs, etc. This is to be a revolving fund. A
Commission has been created to administer the program.

TEXAS' Department of Agriculture has for a number of years been
through financial incentives, for the establishment of

more agriprocessing facilities in the state. The Department also
provides incentives and assistance for agricultural
diversification. A number of accomplishments have been made in
both areas. Currently, the legislature is considering a
legislative package collectively known as the "Agricultural
Development bills" that would greatly increase she incentives for
agriprocessing and diversification.

VIRGINIA has a Rural Development Foundation to encou-age
FTsTes to locate in rural areas and to encourage

entrepreneurship, but it hasn't gone into effect because of lack
of funding. There has been no state appropriation for it because
it was assumed that the state was going to get some money that
was earmarked in the U.S. Farm Bill for state rural economic
development purposes. However, according to a Department of
Agriculture spokesman, the money apparently went to other states.

WYOMING's Economic Development and Stabilization Board is
in a number of financing projects relating to

value-added industries, both agricultural and industrial. It's
been in operation two years, and a number of food processing
plants have been started as a result. The Agriculture Department
is also helping individuals to develop food-related industries,
particularly in the gourmet area, but also those dealing with
cattle slaughtering and sheep products.
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STATEMENT OF THE

NATIONAL ASSOCIATION OF TOWNS AND TOWNSHIPS

AT HEARINGS BEFORE THE

HOUSE AGRICULTURE COMMITTEE

CONSERVATION, CREDIT AND RURAL DEVELOPMENT SUBCOMMIT'EE

MAY 19, 1987

MR. CHAIRMAN, MY NAME IS JEFFREY SCHIFF. I AM EXECUTIVE

DIRECTOR OF THE NATIONAL ASSOCIATION OF TOWNS AND TOWNSHIPS. OUR

MEMBERS ARE MORE THAN 13,000 TOWNS, TOWNSHIPS AND SMALL

COMMUNITIES NATIONWIDE WHICH ARE REPRESENTATIVE OF THE MAJORITY

OF GFNERAL PURPOSE GOVERNMENTS IN THE UNITED STATES. THAT

STATISTIC MAY BE A SURPRISING ONE FOR MEMBERS OF THE COMMITTEE,

BUT IT IS IMPORTANT TO VIEW OUR TESTIMONY IN LIGHT OF THIS FACT:

OF THE 39,000 GENERAL PURPOSE LOCAL GOVERNMENTS IN THE UNITED

STATES -- THAI IS, EVERY MUNICIPALITY, COUNTY, TOWN AND TOWNSHIP

-- SEVENTY-TWO PERCENT ARE UNDER 3,000 IN POPULATION. HALF OF

ALL GENERAL PURPOSE GOVERNMENTS ARE. UNDER 1,000. WE ARE A NATION

OF SMALL TOWNS, MR. CHAIRMAN, AND WE THINK ITS IMPORTANT FOR THE

FEDERAL GOVERNMENT TO REMEMBER THAT.

I KNOW THAT I AM SINGING TO THE CHOIR HERE, BECAUSE I KNOW

YOU RECOGNIZE THE CRITICAL SITUATION FACING OUR SMALL GOVERNMENTS

AND THEIR CITIZENS. ON BEHALF OF ALL OF OUR MEMBERS I WANT TO

THANK YOU FOR INITIATING A DIALOGUE THROUGH THE INTRODUCTION OF

YOUR "RURAL REVITALIZATION ACT OF 1987," WHICH CONTAINS VALUABLE

AND SENSITIVE PROVISIONS DIRECTED Al IMPROVING THE ECONOMIC

CLIMATE IN RURAL AMERICA.

1522 K Street Northwest Suite 730 Washington D C 20005 Telephone (2021737 5200
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WE SUPPORT PROGRAMS SIMILAR IN CONCEPT TO YOURS, MR.

CHAIRMAN, AND STAND READY TO HELP GAIN SUPPORT FOR YOUR IDEAS.

MUCH CAN BE ACCOMPLISHED THROUGH PROGRAMS DESIGNED . PROVIDE

CAPITAL ANO TECHNICAL ACSISTANCE TO SMALL COMMUNITIES. WE

APPLAUD YOUR APPROACH BECAUSE IT DOES NOT TRY TO SCALE DOWN

MASSIVE PROGRAMS TO FIT SMALLER COMMUNITIES, BUT RATHER

RECOGNIZES THE NEED TO BUILD UPON LOCAL RESOURCES -- LOCAL

BUSINESSES -- STRENGTHENING WHAT PRESENTLY EXISTS. I THINK WE

ALL REALIZE HOW UNREALISTIC IT IS TO ENCOURAGE MOST SMALL

COMMUNITIES TO COMPETE IN THE LIMITED, SOPHISTICATED MARKET WHICH

PINS ALL HOPES ON TRYING TO ATTRACT BRANCH PLANTS OF LARGE

CORPORATIONS; THIS IS ANOTHER MANIFESTATION OF THE THEORY WHICH

TRIES TO TAKE METHODS WHICH DO WORK FOR LARGER MUNICIPALITIES AND

SQUEEZE THEM DOWN TO FIT THE SMALLER ONES. THAT APPROACH JUST

DOESN'T WORK.

WHAT DOES WORK IS TARGETED SUPPORT THROUGH MECHANISMS THAT

REACH INTO SMALL COMMUNITIES, AND THERE IS A GREAT DEAL THAT THE

FEDERAL GOVERNMENT CAN DO TO PROVIDE THIS KIND OF SUPPORT WITHOUT

SPENDING HUGE SUMS.

I KNOW CONGRESS LIKES TO THINK IN TERMS OF MASSIVE PROGRAMS

AND HAS, HISTORICALLY IN FACT, BEEN RELUCTANT TO PROVIDE SMALLER

SUMS ON THE ASSUMPTION THAT "NOBODY CAN DO ANYTHING WITH THAT

SMALL AMOUNT OF MONEY." CONGRESS NEEDS TO REMEMBER THE UNIQUE

CHARACTER )F SMALL GOVERNMENTS WHEN IT DEVELOPS NEW PROGRAMS --

IT NEEDS TO REMEMBER THAT ALL "LOCAL GOVERNMENT" IS NOT THE SAME

115
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ALL TOO OFTEN, FEDERAL POLICIES ARE IMPLEMENTED WITH NO

THOUGHT TO THE CAPACITY OF RURAL GOVERNMENTS. A COMMUNITY OF 490

IS ASSUMED IN MOST CASES TO HAVE THE SAME CAPACITY IN TERMS OF

REVENUE RESOURCES AND STAFFING AS A CITY OF 49,000. SMALL

COMMUNITIES ARE ASSUMED TO HAVE -- AT THE LEAST -- A STAFF, A

PAYROLL, A PHYSICAL PLANT, COMPUTERS, ACCOUNTANTS, LAWYERS,

ENGINEERS, FUNDS AT THEIR DISPOSAL, AND OPTIONS IN PROVIDING

SERVICES BOTH IN TERMS OF WHAT SERVICES THEY PROVIDE AND HOW THEY

DELIVER ;HEM. THE FACT REMAINS THAT MOST RURAL GOVERNMENTS HAVE

EXTREMELY LIMITED RESOURCES -- AS YOU YOURSELF UNDERSTAND, MR.

CHAIRMAN, COMING FROM YOUR RURAL DISTRICT IN TENNESSEE. WE HOPE

THAT, AS YOUR LEGISLATION PROGRESSES, WE CAN JOIN YOU IN RAISING

THE UNDERSTANDING AMONG YOUR COLLEAGUES AS TO THE TRUE COMPLEXION

OF RURAL AMERICA AND THE TOOLS WHICH MUST BF MADE AVAIL'BLE IN

ORDER TO ACHIEVE CONGRESSIONAL INTENT IN PROGRAMS DESIGNED FOR

SMALL TOWNS.

SOME OF THOSE TOOLS YOU HAVE IDENTIFIED IN YOUR LEGISLATION.

WE PARTICULARLY APPRECIATE YOUR EMPHASIS ON INNOVATIVE AND

ALTERNATIVES APPROACHES -- THE RECOGNITION THAT THERE IS A LOT

THAT CAN BE DONE OUT THERE THROUGH COOPERATIVE EFFORTS UTILIZING

LOCAL EXPERTISE WITH A BOOST FROM RELATIVELY SMALL AMOUNTS OF

FEDERAL DOLLARS. THE RURAL DEVEL3PMENT LOAN FUND IS A PRIME

EXAMPLE. THIS KIND OF REVOLVING LOAN FUND CAN BE INVALUABLE TO

SMALL COMMUNITY DEVELOPMENT EFFORTS. ACCESS TO CAPITAL FOR SMALL

FIRMS AND RURAL AREAS IS A GLARING DEFICIENCY IN MOST FEDERAL
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APPROACHES. IN AN ERA OF CONS7RICTED FEDERAL FUNDING, REVOLVING

LOAN FUNDS REPRESENT A VIABLE WAY TO INFUSE NEEDED CAPITAL WHILE

LIMITING kECURRING FUNDING OUTLAYS. THEY ALSO LEND THEMSELVES TO

APPROPRIATELY SCALED MANAGEMENT AT THE LOCAL LEVEL AND CAN BE

LEVERAGED WITH OTHER AVAILABLE FUNDS.

ANOTHER EXAMPLE WE WHOLEHEARTEDLY ENDORSE IS YOUR $25

MILLION PILOT PROJECT FOR BUSINESS DEVELOPMENT WHICH WILL ANALYZE

AND IDENTIFY OPPORTUNITIES TO DRAW UPON LOCAL ECONOMIC AND HUMAN

RESOURCES, SEARCH OUT, TRAIN, AND EXTEND MANAGEMENT AND TECHNICAL

ASSISTANCE TO LOCAL BUSINESS PEOPLE, AND HELP MOBILIZE CAPITAL

FROM INSIDE AND OUTSIDE THE LOCAL COMMUNITY.

BY SPECIFICALLY TARGETING PROJECTS FOR COMMUNITIES WITH

POrULATIONS OF 20,000 AND UNDER, YOU ARE ASSURING THAT ASSISTANCE

GOES TO THE MOST NEGLECTED AND UNDERRATED GOVERNMENTS AND THEIR

CITIZENS IN THE UNITED STATES -- AND NOT INCIDENTALLY THE PEOPLE

WHO HISTORICALLY HAVE SET THE EXAMPLE FOR INDEPENDENCE AND SELF-

RELIANCE. WE FEEL STRONGLY THAT THESE PEOPLE -- CITIZENS OF

SMALL COMMUNITIES AND THEIR LOCAL LEADERS -- WANT TO BE

INDEPENDENT AND SELF-RELIANT AGAIN. WHAT THEY NEED IS A FIGHTING

CHANCE AND AN OPPORTUNITY TO LOOK AT THEIR ECONOMY FROM A NEW

PERSPECTIVE.

IN YOUR OWN STATE OF TENNESSEE, MR. CHAIRMAN, AS I'M SURE

THAT YOU ARE AWARE, THERE ARE CREATIVE, INDUSTRIOP' PEOPLE

TURNING THEIR FUTURES AROUNO. IN HANCOCK COUNTY, TENNESSEE, FOR

INSTANCE, OOROTHY ANO MARGARET BRUDECKI HAVE TURNED A HOBBY
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MAKING CORNHUSK DOLLS INTO A PROSPEROUS BUSINESS WHICH HAS

CREATED THIRTY JOBS WITH FOUR MORE PEOPLE TRAINED AND READY TO

COME ON BOARD AS SOON AS WE CAN GET SOME MORE TABLES AND CHAIRS

IN HERE," AS DOROTHY BRUDECKI SAYS.

OVER IN GRUNDY COUNTY, FARMER JOE MARLOWE IS DEVELOPING A

CALIFORNIA-STYLE WINERY. SOME CREATIVE THINKING AND SOME HELP

FROM THE TENNESSEE VALLEY AUTHO .TY AND AGRICULTURAL ANALYSIS

FROM THE STATE UNIVERSITY HAS TRANSFORMED THE COMMUNITY BY TYING

TOGETHER THE WINERY, THE VINEYARD, AND THE ATTRACTIVE MOUNTAIN

TERRAIN, CREATING A CLIMATE FOR TOURISM AND A WHOLE NEW SOURCE OF

JOBS. SIMILAR TRANSITIONS ARE HAPPENING IN NEARBY JAMESTOWN,

WHERE CARL EDWARDS PROVIDES JOB TRAINING AND EMPLOYMENT FOR 35

PEOPLE THROUGH HIS COMPANY, MICRO METALS, WHICH MANUFACTURERS

PRECISION PARTS. AS MR. EDWARDS POINTS OUT, THIS IS THE WAY

COMMUNITIES GROW. WE WANT TO HAVE TOOL AND DIE MAKERS HERE THAT

HOPEFULLY, SOME DAY, WILL START THEIR OWN TOOL AND DIE SHOPS

WHICH WILL IN TURN CREATE MORE JOBS FOR JAMES-AWN," HE SAYS.

EFFORTS SUCH AS THESE DESERVE FEDERAL SUPPORT, MR. CHAIRMAN,

AND CERTAINLY YOUR INITIATIVE W'LL PROVIDE A GREAT DEAL OF

ENCOURAGEMENT AND INCENTIVE FOR SMALL COMMUNITIES. THERE ARE

OTHER FEDERAL PROGRAMS THAT COULD PROVIDE TOOLS FOR RURAL

AMERICA. BUT FOR THE MOST PART SMALL COMMUNITIES DO NOT HAVE

ACCESS TO THEM BECAUSE, ONCE AGAIN, WE JUST DON'T HAVE THE

RESOURCES FOR MATCHING GRANTS OR THE EXPERTISE TO C(MPETE WITH

LARGER PLACES OR STATE MONEY. IT IS UNCONSCIONABLE THAT A
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PERVASIVE BIAS HAS CREPT INTO FEDERAL PROGRAMS WHICH EFFECTIVELY

SHUTS OUT SMALL GOVERNMENTS, AND IN ORDER TO ADDRESS THIS

INEQUITY, NATaT STRONGLY SUPPORTS THE INCLUSION OF THE FOLLOWING

PROVISIONS IN ANY NEW FEDERAL RURAL DEVELOPMENT INITIATIVES:

FIRST, REQUIREMENTS FOR MEANINGFUL CONSULTATION

WITH LOCAL OFFICIALS ON THE DESIGN AND

IMPLEMENTATION OF SMALL TOWN PROGRAMS, ESPECIALLY

THOSE BEING CHANNELED THROUGH STATE GOVERNMENTS.

IT IS OUR EXPERIENCE, MR. CHAIRMAN, THAT LEFT TO

THEIR OWN DEVICES, MOST STATES PASS THROUGH AN

ABSOLUTE MINIMUM OF TECHNICAL ASSISTANCE OR

FUNDING TO SMALL COMMUNITIES.

SECONDLY, A REQUIREMENT THAT STATES MAINTAIN THEIR

OWN EFFORT RATHER THAN REDUCING THEIR

PARTICIeATION IN PROGRAM AREAS WHEN FEDERAL FUNDS

BECOME AVAILABLE;

THIRD, ELIMINATION OR ADJUSTMENT OF DE MINIMIS

LEVELS IN FEDERAL PROGRAMS WHICH IMPLY THAT ONLY

BIG DOLLAR PROJECTS ARE EFFECTIVE;

FOURTH, A REQUIREMENT THAT DATA BE COLLECTED ON

;MALL GOVERNMENTS AND MADE AVAILABLE IN USABLE

FORM (NO1 COMPUTED TAPES), SO THAT CITIZENS OF

RURAL AREAS HAVE AT LEAST A FAIR CHANCE TO MAKE

THEIR CASE,

0
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-- FIFTH, SET-A'IDES FOR SMALL GOVERNMENTS BELUW

20,000 POPULATION; AND FINALLY,

-- ENCOURAGEMENT OF INNOVATIVE AdO ALTERNATIVE

APPROACHES '4HICH STILL MEET THE THRUST OF

CONGRESSIONAL INTENT, BUT THAT MOVE AWAY FROM ONE,

UNIFORM "WAY TO GO" FOR LARGE AND SMALL PLACES

ALIKE.

WE CERTAINLY APPRECIATE YOUR SENSITIVI- TO THE DIVERSE

NATURE OF RURAL AMERICA AND YOUR ACKNOWLEDGEMENT THAT ONE

SOLUTION IS NOT. GOING TO FIT EVERY COMMUNITY, MR. CHAIRMAN, ANO

WE ESPECIALLY WANT TO THANK YOU FOR YOUR SUPPORT OF OUR OWN

EFFORTS IN THIS REGARD: OUR "HARVESTING HOMETOWN JOBS" PROGRAM

WHICH WILL BE INTRODUCED IN A SPECIAL SHOWING TOMORROW IN THE

CAPITOL BUILDING. "HARVESTING," AS YOU KNOW, CONSISTS OF A

SIMPLE GUIDEBOOK THAT CAN BE USED BY ANYONE IN A SMALL TOWN WHO

WANTS TO "GET THINGS GOING," ALONG WITH A VIDEO OR FILM

PRESENTATION FEATURING INTERVIEWS WITH LOCAL PEOPLE FROM SMALL

COMMUNITIES IN DIFFERENT REGIONS AROUND THE COUNTRY WHO HAVE

TAKEN POSITIVE STEPS TO TURN THEIR FUTURES AROUND. THE PEOPLE I

MENTIONED EARLIER FROM TENNESSEE, IN FACT, ARE FEATURED IN THE

"HARVESTING" VIDEO.

IT IS THROUGH EFFORTS SUCH AS THIS -- SMALL IN SCALE BUT

POWERFUL IN THE ABILITY TO INSPIRE AND EDUCATE -- THAT RURAL

AMERICA CAN TAKE HOLD AGAIN. YOUR LEGISLATION CAN PROVIDE

INCENTIVE AND INITIATIVE FOR A GREAT MANY MORE SUCCESS STORIES
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LIKE HANCOCK COUNTY. TENNESSEE -- AND CROSSCREEK TOWNSHIP IN

PENNSYLVANIA, AND FLOODW000. MINNESOTA. AND OTHER SMALL

COMMUNITIES WHICH ARE IN THE VANGARD OF RURAL REVITALIZATION. WE

ENCOURAGE YOU TO CONTINUE TO SUPPORT INNOVATION AND FLEXIBILITY

AS BASIC TOOLS WHICH MUST BE PART OF ANY REALISTIC APPROACH TO

GROWTH AND CHANGE IN AMERICA'S SMALL COMMUNITIES.

THANK YOU AGAIN FOR THE OPPCRTUNITY TO TESTIFY THIS MORNING.

WE LOOK FORWARD TO WORKING WITH YOU AND YOUR STAFF AS THIS AND

OTHER RURAL LEGISLATION EVOLVES. AND WE WILL DO EVERYTHING WE CAN

TO SUPPORT YOUR EFFORTS.
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Mr. Chairman and Members of the Committee: We appreciate
very much this opportunity to share with you our thoughts on ways
rural families and communities can be assisted at this time. We
will briefly review our research and then discuss how the
University of Missouri Extension Service is utilizing funds
received from Section 1440 of the 1985 Food Security Act to
assist rural families and communities.

INTRODUCTION

In the Midwest, some economic evidence suggests that
agricultural conditions are beginning to stabilize. Other
evidence suggeots a continuing deterioration. Regardless of
whether the "crisis" nature of the farm problem may be subsiding
in some areas of the country, few would argue that economic
prosperi'v will return to the farm economy in the near future.

Even if these economic conditions could be turned around in
the very near future, which is a most unlikely prospect, the
severe problems they have created for individuals, families and
communities will continue and must be addressed. Thus, immediate
efforts must be focused on helping those individuals, families,
and communities to cope with their current problems and find some
hope for a rewarding future, while the political and economic
debate continues on how to "solve" the larger economic problems.
It should be noted that many of the domestic and international
factors which lead to problems in the agricultural economy are
also creating economic problems in such other extraction
industries as energy, mining and forestry, as well as in rural
manufacturing.

Family and Community Consequences The consequences of the
financial problems in agriculture extend well into the rural
community. The human costs are felt not only by the farm
families, but by many others in rural areas. A recent report by
the U. S. Senate Subcommittee on Intergovernmental Relations
(1986) traces some of the consequences for the rural community.
The decline in income and asset values have major impact on rural
communities and nonfarm families living in those communities.
The report suggests that the "long-term increase or decrease of
$64,000 in net farm income will add to, or cut back on local
commercial employment by one job."

With the real value of the agricultural base shrinking, with
increased tax delinquency rates and with the decline in nonfarm
income, employment and property values, the impact on the public
sector is also dramatic. At a time when the demand for many of
the social services provided by the local community is on the
increase, the case of revenue to support these services is on the
decline. Not only do many local communities find it difficult to
maintain the level of services they had in the 1970s, but many of

1
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the states most impacted a** also unable to raise the necessary
revenue for such services.

The human costs of this ongoing crisis are not only borne by
the families that have lost their land, livelihood and lifestyle.
Other rural families who are continuing to farm and run
businesses have also experienced broken dreams and increasing
levels of stress as the value of their assets and family incomes
have been eroded.

The Challenge The challenge for rural America is that of
rebuilding the social and economic system. Research has shown
that the social system is not meeting the needs of many families
suffering special hardships as the result of the economic chaos
in rural areas. Serious attention must be given to redeveloping
the social system and in redeveloping, or in many cases,
developing a new, sound economic base to replace some of that
being lost by agriculture.

RESEARCH FOCUSED ON FORMER FARM FAMILIES

As a result of questions raised over two years ago by a
member of this committee, we received funds through the Economic
Research Service of AMA to conduct a study of families being
forced from their farms for financial reasons. The study sought
not only to document the process of losing one's farm, but also
to identify the special needs of these families during their
transitiun from farming and the assistance they received. We
interviewed all the families who had lost their farms because of
economic reasons in one of the more productive agricultural
count4es in Missouri. Forty-six families were identified as
having lost their farms between January 1 of 1980 and January 1
of 1985. Two of the teethes had left the community without
leaving a forwarding address. Two families experienced illness
and retirement along with economic problems. Ono family was
experiencing uch severe illness that we chose not to interview
them. One family refused to be interviewed saying that while
they hoped our study would succeed, it would be too painful for
them to share with us their experiences of losing their farm.

The responses from forty families suggested that only five
(12%) could think of any assistance they received from government
agencies, churches or any other organization in the community
when they were in the process of being forced out of farming.
One individual said, "People around here just stood by waiting to
see if vs would starve to death, and we almost did." This
finding was especially alarming since at that time, the county
provided a number of social services which could have assisted
the families. The county had a program for food stamps,

2
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commodity foGds, physical and mental health assistance at little
or no oust, access to job retraining programs and other services.
In addition, there ware pastors, church members and others in the
community who were concerned about the social well-being of local
citizens. The obvious question raised is why are the available
services not utilized by families in need. Additional data from
our study give some insight.

All of the woaen and all but one of the men said they
ex^vrienced depression in the course of getting out of farming.
Two-thirds of the men and women said they withdrew from family,
friends and social activities. Thus, at the very time these
families needed to reach out to others for help, whether to
friends or government agencies, their reaction was to withdraw.

Withdrawal is one of the many consequences of depression
which impacts individuals and families especially at times of
long-term stress and/or when they are facing a crisis. This
tendency to withdraw is probably enhanced because these were
formerly prouu, independent, middle class people. They were
accustomed to taking care of their own needs. Many of them were
ideologically opposed to many of the social service programs
because they felt they helped those unwilling to work.

Thus, the psychological cost of asking for 11,11p is great.
In addition to the psychological cost is the social cost. For
many, asking for assistance is a public admission of failure.
Often the service agencies are located in very public buildings
making the social cost even greater.

One-third to one-half of the men and women also indicated
they could not think rationall,' or logically. The ability to
fully utilize cne's mental capabilities is limited when one is
experiencing depression. Thus, at a tine when farm families are
having to learn about bankruptcy, IRS rulings concerning
liquidation and the possible social service programs available to
assist their family, they are not thinking very clearly.

The respondents also indicated they experienced other
symptoms of depression such as the inability to sleep, eating
disorders, physical aggressiveness and mood changes. All of
these consequences can have an impact on their ability both to
reach out for social services and to utilize them.

Essentially all of our social service, educational and other
assistance programs require that the people reach out and ask for
assistance. Even when we are concerned about a friend, we are
reluctant to invade their privacy and ask them if they need help.
Usually we wait for the individual to ask us for assistance.
These individuals do not have the psychological and emotional
strength to ask for such assistance. Assistance programs must be
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altered in ways that we can better reach out to those people in
need.

Based on our study, we recommended that assistance and
alterations were needed in the following six areas.

1. Pal economic development
2. Mental health outreach
3. Information services
4. Job certification, networking and training
5. Changes in requirements of entitlement programs
6. Special attention to needs of youth

UNIVERSITY OF MISSOURI EXTENSION RESPONSE

The University of Missouri Extension Service has had a long
history of working with rural communities to enhance economic
development. That long-term effort was reinforced two years ago
with a new program thrust called "Alternatives for the 80s."
Some of the successful rrojects include "The Best of Missouri
Hands", "Missouri Product Finder", "Catalog of New Ideas", new
crops and locally processed agricultural products.

With the funding we received under Section 1440 of the 1985
Food Security Act, we have been able to include four of the
additional areas cited above to give us a more balanced program
focusing on both the social and economic development of rural
areas. Oven the time required for such funds to be administered
through the system and the tiae required for planning and
develGping new programs, the four new Extension thrusts have been
underway only a short time. However, we are already receiving
praise and support for the programs from school counselors,
pastors, agricultural lenders and others, as well as from farm
families like Andy Jackson who participated in a Career Options
Workshop. We would like to briefly discuss each of the four
thrusts and how they relate to other statewide programs.

Rural Community Service Project

One thrust of the new effort is the Rural Community ServiceProject. In the northern portion of the state, seven senior
level counselors from the local Rural Mental Health Centers have
been hired and located in local Extension offices. These
professional counselors are capable of directly assisting
families experiencing immediate psychological problems which
often lead to destructive or abusive behavior. Their major
purpose, however, is not to provide on-going family assistance,
but rather to help route those families in need of assistance to
the appropriate services. Most of the families have multiple
problems that can be assisted by not one, but several agencies

4

78-346 0 - 88 - 5 Li



126

and organizations. The Rural Community Service Coordinators can
provide the families with information about numerous services
available in the community, county, region and state.

Even more important is the role the coordinators play in the
community. The coordinators serve as a catalyst to help local
people inventory the resources available in their communities,
coordinate these resources and help to disseminate the
information to a host of caregivers and families in need who
could utilize the information. They are also helping to
establish local support groups and providing professional
assistance to support group leaders when necessary.

The coordinators utilize the full resources of the
University of Missouri and the local Community Mental Health
Center in providing services to rural communities and families.
This program has been integrated into other ongoing Extension
programs such as those in farm management, child and family
development and community economic development. In addition, the
program has received strong support and cooperation from the
Missouri Department of Social Services, the Department of Mental
Health and the Department of Agriculture which coordinates
MOFARMS, a financial aanagement program.

Recently, the Department of Mental Health submitted a
proposal to the National Institute of Mental Health which is
accepting proposals for innovative programs in the delivery of
rural mental health services. The Missouri proposal builds on
the Rural Community Service Project.

Likewise, the Department of Economic Development has
recently submitted a proposal to the United States Department of
Labor requesting funds targeted to provide special job training
assistance to farm and former farm families. The proposed
training ef.orts are again tied to the 1440 Project. The
proposed plan would utilize both the Rural Community Service
Project and the Career Options for Missouri Farm Families to
refer persons to the training prograa.

The Rural Community Service Project is also working closely
with the Missouri Interfaith Coalition on the Rural Crisis. For
example, the coordinators have become key members of the
coalition's Bank Closing Response Teams. They are also being
asked to help conduct pastoral training conferences held around
the state focusing on assisting families in crisis. The 1440
project is a key link in the developing local and statewide
network of organizations and agencies attempting to help farm and
rural families and communities at this time.
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Career Options For Missouri Farm Families

The Career Options for Missouri Farm Families project is an
in-depth career options, educational and counseling service
available to farm family members. The services provided include
a career information hotline for help in educational assessment
and referral options and thTe to five hour counseling sessions
focusing on assessment of abilities, interest, work values and
career options. The project also conducts workshops to help
individuals develop skills in resume writing, job interviewing,
decision making, goal setting, networking and other techniques to
enter or reenter the off-farm job market.

As noted earlier, the Career Options Program is coordinated
with the job training programs of the Missouri Department of
Economic Develoument and the Division of Employment Security. At
the more local level, Extension spec..alists ,raing with these
programs work closely with community colleges, universities and
other organizations offering training and educational programs.

Rural Youth In Stress

A variety of programs are being designed to assist youth and
youth leaders in dealing with the adverse effects of stress in
their lives and the lives of their families. Special programs
are being developed for teacher in-service training and for
subsequent use by teachers in the classroom. Public forums will
be held in several locations focusing on toen suicide, stress and
depression, and individual and community means by which such
problems can be reduced. Special training on ways to cope with
stress and ways to help a troubled friend will be provided for
4-H camp counselors. In addition, spccial training on family
communication, stress and stress management will be given to
leaders of 4-H and other youth organizations.

Alternative Horticultural Produce Marketing

Several communities will be targeted in which to pilot a
unique project in which horticultural producers will be linked
with such institutional buyers as schools, hospitals, and nursing
homes. The potential for processing locally produced items on a
local basis will also be explored.

REFLECTIONS ON RURAL DEVELOPMENT

Given the severe ecunomic problems facing agriculture and
several other industries located in rural areas, it is clear that
national, state and local resources must be combined if the
impacted rural communities are to remain viable. Behind this
concern is a more general issue which focuses on our national

6
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land settlement policy. How do we want the population of this
country distributed? Perhaps the rationale used for originally
settling rural areas is no longer appropriate. Recent community
preference studies which suggest that the majority of people
prefer to live in smaller towns and rural areas provide a new
rationale for a policy of population decentralization.
Additional reasons for and against such a policy can be
identified. Unfortunately, the present crisis in rural America
does not allow us time to address this larger policy issue before
providing assistance to rural communities. In addition,
immediate assistance to lessen the human suffering of the current
changes can be justified on humanitarian reasons alone.

Rural development is the only hope many rural communities
have for survival. Without a significant and creative effort to
revitalize the rural economy, such of rural America will continue
to deteriorate into even deeper levels of poverty, despair and
decline. The despair for many farm and rural families is already
so great that attention must be focused on social and psycho-
logical development, as well as economic development, if rural
communities are to be revitalized.

Economic devclopment will require retraining and education
on the part of many rural citizens. Unfortunately, individuals
are unable to utilize fully many of the training and educational
opportunities available when they are experiencing depression.
Obviously, individuals who tend to withdraw, who can not think
rationally or logically, who have problems sleeping and who are
physically aggressive and experiencing great changes in moods do
not make good students. We must meet some of the psychological
and social needs of these individuals before they become
students.

Depression is contagions. It can move between members
within a family and outward to friends and even into communities.
In many parts of our state, we see small communities which have
"given up". There is a sense of helplessness, hopelessness and
futurelesaness within these communities. This is often the
result of what we might call "collective depression".

One of the real challenges we face is that of helping
members of these communities, and especially some of their
leaders, renew their hope for the future. Economic development
,qforts have little chance of success in those communities where
there is a sense of hopelessness. What investor wants to set up
an operation in a community which sees no future? What lenders
will loan money to small business persons to set up a business in
a community that has a serge of helplessness?

There are a growing number of communities across the country
in which a few people have stepped forward as leaders and begun
community projects that often require little financial backing.

13u
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Events such as children's clothes exchanges, beautification of
public areas, assistance to a family which has some unique
problem, to mention only a few, begin to pull the social fabric
of rural communities together, give them hope and set the stage
for economic development to-take place. (Hamilton, Missouri,
provides an example of how a community can redirect its future.)

We, at the University of Missouri Extension, are trying hard
to build on pest efforts as we focus on both the social and
economic development of rural areas. We are especially grateful
to have been part of a national, state and local governmental
effort which has responded to needs of rural America and helped
to lessen the human cost- associated with economic problems and
social change.

FROM PROBLEM TO PROGRAM

Contrary to criticism we often hear, our complex
governmental and educational system can respond to major problems
in a timely manner. This recent effort provides an excellent
example. Let us close by briefly outlining how the numerous
segments of the system at the national, state and local levels
coordinated their efforts to focus on the identified problem.

Late in 1984, a member of the House Agriculture Committee
requested information from USDA about the assistance farm
families needed and were receiving when they were orced out of
farming. Little information was available. Utilizing the
cooperative relationship between USDA (the Economic Research
Service) and State Land Grant Colleges, the Department of
Agriculture funded rural sociologists to conduct a research study
to obtain the needed information. The study was completed and
the results were reported back to UDSA and the Agriculture
Committee member in April of 1985. The results of the study,
along with a host of other information collected by Congress,
were the basis for developing Section 1440.

As the legislation moved through the authorization and
appropriation process during late 1985 and early 1986, the
initial research was reviewed by social scientists in other Land
Grant Colleges. For example, rural sociologists and agricultural
economists at Cornell University replicated the original study in
the fall of 1985 and provided further support for the original
conclusions.

8
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Section 1440 provided funding to the University of Missouri
Extension Service to develop programs to address these needs.
Directors of state agencies, regional Extension directors and
director- of Community Mental Health Centers, working with
administrators, teachers, researchers and Extension faculty at
t.-.44 University of Missouri put in place a program to address the
needs identified.

In just over two years from the time the initial question
was asked, we are back here reporting to you about a functioning
program which is assisting rural families and communities. Many
positive comments have already been received. A formal
evaluation of the program has begun.

(kAachments follow:)

1 0
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UNIVERSITY OF MISSOURI-COLUMBIA

Career Options for Missoun Farm Families
& Missouri Career Information Hotline

las Noyes Building

COMMINI. MO 65211

May 13, 1987

Narrative Report on C Options Workshops

As of this date, we have completed six workshops, totaling 58
participants. Approximately 60 percent of the participants have been
men, and 40 percent women. Their ages have ranged from 22 to 51 years
old. Four of these workshops ha.,e been held in Columbia, one in
Hannibal and one in LaBelle. Seven more workshops are scheduled
before the end of August 1987, with few more to be added later to
that time period. Five of theme seven will be in Columbia, one iq St
Joseph, and one in Bethany.

Early in the project planning, we made the decision to get farm
family member out of their immediate environment to concentrate on
the process (f identifyzng their career option,. Wbile few
participants have been somewhat reluctant to travel to workshop
site, the vast majority have exp d their appreciation at the end
of the workshop for this chance to focus on their decisions without
the distractions of chores, children, ate. Therefore, while we will
continue to present some workshops in other towns throughout Missour:,
we will continue to more frequently use the facilities and resources
of the C Planning 6 Placement Center at the University of
Missouri-Columbia.

To Assist in staffing workshops outside of Columbia, we have
contacted the other University of Missouri campuses' career counseling
services in Kansas City, St Louis and Rolla, and anticipate some
cooperatively staffed workshops.

To ensure personal and impactful service, we have planned for
lass than 15 people in each workshop. Attendance has ranged from nine
to twelve. Beginning in let, May, we plan to facilitate workshops for
24 or 36 participants, with the main presentations to the larger
group, then dividing into smaller groups of twelve or less for all
discussions. Each participant will continue tr receive one and
onehalf hours of individual career 'ounselint, and practice job
interview on videotape. As you can se, from Lhe enclosed schedule,
workshops average 22 hours, spread over two and one-half days.

A Unntetatty Extenston and Career Plantting 6 Placement Dew 1440 Protect
an Kum opponundymention
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Prior to Garb workshop, participants complete and mail back
approximately tvo and one-half hours of sent materials. Theseinclude a spec?slized seven-page Career Development Plan (sample
enclosed), the inventory "My Vocational Situation" (pretest) and
either (or both) of the career interest inventories, "CareerA aa nt Inventory" (suggests c aaaaaa requiring high school or
Voc-Tech training) and the "Strong Campbell Interest Inventory"
(suggests career requiring high school through collage). The
inventories ere computer scored And the results discussed with each
participant during their career counseling aaaaa on.

The workshop is designed to cover the complete C
Development/Cares, Change prongs', beginning with UnderetandiL: ofSelf, followed by nderstanding of the World of Work, to Action Stepsthat can include further education and/or job hunting strategies,
resume writing and job interviewing.

Most of this material has proven to be new information for themajority of workshop participants. Many chose their farming career asa family heritage, and have not seriously considered other careery.ions before. Most have nreer applied for off-farm employment,
.ompleted a resume, nor had any in-depth job interviews. The formatand content of the workshops seem to give the participants a renewed
sense of self confidence, and some career exploration and job huntingskills they can immediately put to nee. Evaluations and comments
(summary enclosed) have been overwhelmingly positive.

Thom Rakes
Project Co-Director

13 /
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CAREER fPTIONS FOR MISSOURI FARM FAMILIES
Csmul aa i aa Workshop Evaluations

February 25 -Hay 8, 1983

(14.58. Indxv.dual workshop elements may not total the same, as
program has evolved to include additional presentations, and not
all partxexpents responded to all questions.)

Orientation 8 Overview
1 2 3 4 5
Very

Not
Helpful

Helpful
(V: (8)

C Planning 4 Career Change Processes
1 2 3 4 5
Very

Not
Helpful

Helpful
(21) (21) (8) (1) (1)

Your Work Values
1 2 3 4 5
Very

NotHelpful
Helpful

(18) (15)

Your C
1 2 3 4 5
Very

Not
Helpful

Helpful
(18) (141 (2)

Your irr.sferable Skills
1 2 3 4 5
Very

Not
Helpft . Helpful
(16) (9) (9)

Finding C Information & nformat ion I g
1 1 3 4 5
Very Not
Helpful Helpful
(18) (17) (6) (3)

Writing Your Resume- 6 Cover Letters
1 2 3 4 5
Very Not
Helpful Helpful
(20) (19) (5) (1)

Iri:vidnal Appointments for Feedback on A sssss sent Instruments
1 2 3 4 5
Very Not
Helpful Helpful
(38) (11) (3)
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CARRIE OPTIONS POI MISSOURI FARM FAMILIES
Cumulative Workshop Evaluations

February 25-May 8, 1987

Page Two

Utilizing the Career Information Library and RISOU4 Critiques
1 2 3 4 5

Vary Not
Helpful Helpful
(30) (20) (2) (1) .

Interviewing for Jobs
1 2 3 4 5

Vary Not
Helpful Helpful
(29) (17) (3)

Pratt' l Job Interviews
1 2 3 4 5

Very Not
Helpful Helpful
(34) (13) (1) (1)

Job Busting Stratesiae
1 2 3 4 5

Very Not
Helpful Helpful
(21) (22) (3) (1)

Networking
1 2 3 4 5

Very Not
Helpful Helpful
(31) (7) (6) (2)

Completing Job Applications
1 2 3 4 5
Very Not
Helpful Helpful
(15) (20) (9) (2)

Decision Making i Goal Setting
1 2 3 4 5

Very Not
Helpful Helpful
(13) (20) (9) (1)

Summary/Next Steps
1 2 3 4 5

Very Not
Helpful Helpful
(19) (15) (3) (2)
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COOPERATING AGENCIES

Career Options for Missouri Farm Families encourages the use of other
resources already in implementation throughout the state. An emphasis is placed
on information sharing between Career Options agencies and other programs, and
identifying individud contacts within agencies to facilitate referrals. Indi-
viduals participating in the Career Options Workshops or calling the Missouri
Career Information Hotline are intormed of, and when appropriate, referred to the
following programs:

Missouri Divisici of Job Development and Training
Missouri Job Service

Service Delivery Area Agencies for Job Training Partnership Act Programs
Adult Education Programs within Area Vocational Technical Schools funded

by the Department of Secondary and Elementary Education

Regional Vocational Service Centers which assist displaced homemakers,
single parents, and individu,.ls seeking non-traditional training.

GAMM Vocational Training Program, sponsored by the Missouri Department
of Secondary and Elementary Education

MO-Farms, a joint project of the University of Missouri and the Missouri
Department of Agriculture, which helns farm families assess their
financial situation

Columbia College Tuition Assistance Program for Dislocated Farmers
Northwest Missouri State University Tuition Assistance Program for

Dislocated Farmers
Community College and University; placement offices, assessment

resources
Community Mental Health Centers

Project Re-focus, a program designed to assist dislocated workers in the
Kansas City area

Metropolitan Re-employment Project, a program designed to dislocated
workers in the St. Louis area

Education Opportunity Centers, provides assessment and assistance in
locating educational resources in the St. Louis area

Extension Continuing Education and Correspondence Programs
Extension Business and Industry Specialists

Establishment of a strong network of referral resources continues to be a
primary focus of the Career Options Program. Communication between service
providers, community members, extension, and Career notions is essential for
program success. Information sharine is facilitated by the availability of the
toll-free Hotline. Career Option. Aso has elicited the assistance of representa-
tives from the Department of Agriculture, area businesses and indust-.cs, voca-
tional schools, and Missouri colleges, in order to provide individuz' zed assis-
tance to participants of the workshops.

14 ti
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MISSOURI CAREER INFORMATION HOTLINE

The Missouri Career Information Hotline, a component of Career Options for
the Missouri Farm Families, is a statewide toll-free line designed to provide
career information to rural Missourians. The service is available from 1-5 p.m.,
Monday through Friday.

The career information provided by the Hotline fails into five main
categories:

Occupational and Career Information
Job descriptions, entry requirements, salary ranges,
related occupations, referrals to other information
sources

Education and Training Information
Information about, and referrals to
and t fining within the state.

Education Financial Aid Information

sources of education

Job Seeking Information
Resume writing, Job Application Forms, Job Hunt
Strategies, Networking, Interviewing Skills

Sources of Local Career Assistance

The Hotline also functions as a source of initial contact for individuals
wishing to participate in the Career Options Workshops, and as a source of
continued contact and follow-up for those individuals who have already partici-
pated in a workshop.

The Hotline received a total of 41 calls during the month of April (80 hours
of service). Seventy-three percent of the callers were rural Missourians, and
9.3 of the callers were extension agerts or representatives from community
agencies wanting information for rural clients, indicating the Hotline is
primarily serving the targeted rural population. Sixty percent of the calls
originated from counties targeted for service by the 1440 project.

Attached is a breakdown of the demographic data for individuals who called
the Hotline during April. If a profile we-e ,o be made of the average farm
resident seeking career assistance based on the mode in each demographic cate-
rcry, the individual would most likely be nale, in his forties, and residing in
the Northwestern part of the state. He would be considering making a career
change and requesting job seeking information.

14t
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MCIH DATA REPORT FOR APRIL

TOTAL CALLS: II/

SOURCE OF CALL:

A. FARM CO F. EXTENSION GI-

B. RURAL COMMUNITY i7 G. MEDIA ...

C. URBAN_-__41.--- H. OTHER2/44atL=a ca:ei backs-3
D. COMMUNITY SERVICE PROVIDER a
E. GUIDANCE COUNSELOR/TEACHER ..-

EXTENSION REGION:

REGION I REGICN 5 3
REGION 2 REGION 6 --

REGION 3 REGION 7 I/

REGION REGION 8 y
REGION 9 f

THE FOLLOWING DATA IS BASED ON CALLS ORIGINATING FROM FARMS,
RURAL COMMUNITIES, OR URBAN AREAS <A-C ABOVE)

AGE: SEX:

TEENS
TWENTIES
THIRTIES
FORTIES
FIFTIES
SIXTIES+ -

REFERRAL SOURCE:

MAGAZ I NE_2-
BROCHURE/FLYER 4/

NEWSPAPER 4/
FR I ENG/FAM I LY__12.__
EXTENSION

WORK STATUS:

MALE /7
FEMALF

COMMUNITY SERVICE PROVIDER ..

RADIO

PRIOR CALL
CAREER OPTIONS WORKSHOP a
OTHER_3

SEEKING OFF-FARM EMPLOYMENT i/ STUDENT
SEEKING DIFFERENT JOB/CAREER /4 LEAVING FARM
ENTERING SCHOOL OR TRAINING PROGRAM A
LEAVING SCHOOL OR TRAINING PROGRAM
EMPLOCM, NEEDING CAREER INFO -
HOMEMAKER ENTERING WORK FORCE
OTHER a
*TYPE OF INFORMATION REQUESTED:

JOB SEARCH ASSISTANCE P
CAREER COUNSELING/ASSESSMENT a
EDUCATION/TRAINING INFORMATION JP

FINANCIAL AID
OCCUPATIONAL INFORMATION 1
COMPANY CONTACTS/PLACEMENT 3
WORKSHOP INFORMATION
SMALL BUSINESS INFORAMTION /
OTHER

*CALLS MAY BE PLACED IN MORE THAN ONE CATEGORY.
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COMMENTS FROM
WORKSHOP

. PARTICIPANTS:e
very beneficial to all in the pro-

cess of changing careers, especial-
ly farm families "

became more aware of how to
help myself with a career change."

" I received what I had expected
plus much, much more A very
valuable ano rewarding program.

I received the feel.ng of self-worth
and that I'm not alone in these
stressful times "



YOUR CAREER OPTIONS
With our changing agricultural

economy, many people are consider-
ing new careers This project is design-
ed to help Missouri farm family
members evaluate their interests and
skills and develop their career Plans

INDIVIDUAL CONCERNS:
How can I eialuate my personal
resources to determine 'Mum
opportunities?

.

There are few people that have the
range of skills held by peOple with farm
backgrounds This wealth 01 skills and
talents also can be usedfor careers off
the farm

This project can help you identify
your

Transferable Skills
Career Interests
Work Values
Decision-Making Styles
Career Change Process

. 1
How can I find out more about dif-
ferent career fields?

Often the specific information you
need is difficult to find Or you may be
unsure of what to ask for

This project can help you find
Occupational and Career

Information
Education and Training

Information
Educational Financial Aid

Information

People for
Information
Interviews

How can I find off -the -farm
employment?

Many people have never worked off
the farm, or outside the home You may
have an excellent work history, but have
never filled out a job application

This project can help you with
Job Hunt Strategies
Writing Your Resume
Completing Job Applications
Writing Cover Letters
Interviewing for Jobs

Individuals can obtain assistance by:

1) Participating in an extensive three
day workshop.

2) A one-day conference
3) Individual three-to-five hours coun-

seling sessions with a career plan.
ning professional

4) A tall frcle (1. 800-392-2949) Career
Information Hotline Available to

provide callers with career informa-
tion and referral options

There is no charge to Missouri farm
families who participate in this program
since this project was funded through
section 1440 of the Farm Security Act
of 1985.

14 4

FOR ADDITIONAL INFORMATION
Contact one of the following Univer-

sity Extension Specialists directly, or
through your local University Extension
Center

Jean Ward - Kirksville, MO
(816) 665-9866

Ray Davis - Troy, MO
(314) 528-4613

Wayne Flanary - Oregon, MO
(916) 446-3724

Nancy Flood - Unionviile, MO
(816) 947-2705

Charles Gamble - Farmington, MO
(314) 156-4539

Jim Kennel - Xahoka, MO
(816) 727-3339

Or call the Missouri Career
Information Hotline

1-800-392-2949

UNIVERSITY EXTENSION

An Equal
Opportunity Institution
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T2STIMONY OF ROBERT A. YOUMANS
BEFORE THE HOUSE AGRICULTURE COMMITTEE

ON CONSERVATION, CREDIT, AND RURAL DEVELOPMENT

Mr. Chairman and members of the Subcommittee:

I am Bob Youmans, a farmer from Furman, South Carolina. I
appreciate the opportunity to share with you a view of life in myhometown.

In 1980 the Furman Community had twenty-seven (27) full-timefarmers and a thriving tractor and implement dealership. Thisgrowing season we will have no more than four (4) full-time
farmers (probably 2) and the tractor dealership has been out ofbusiness for three years.

This picture of a dying rural town is common all acrossAmerica. In most rural areas, farming is the hub that feeds
other businesses. With the loss of as many as 1000 fanners inthe U.S. every week, there are serious problems not only with
farm families but with farm workers, suppliers and most otherrural business folks.

I applaud the work of you... the members of the United
States Congress... in seeking to improve the quality of life of
rural Americans by encouraging rural development.

We desperately need to bring opportunities for new jobs and
job training, technical assistance and capital improvements toour rural areas.

But many families I know have immediate needs that must
be met before they can fully utilize these development
opportunities. Every day I see people who are so burdened bythe load of stress brought or by financial uncertainty, loss of abusiness or job that they literally do not know what to do.

I recently was visiting a neighbor farmer who was distraught
over not qualifying for an operating loan. In the middle of our
conversation, where he was wringing his hand claiming that his
farming days were over, he picked up the phone and ordered $1500
worth of new blades for his disc harrow.

Why this kind of behavior? Lets talk about rural
individuals for a moment. Most have been trained to plant
produce - more recently, by extension service, how to market anddevelop a financial plan.

Never in the far reaches of their mind or training have
there been thoughts of failure, relocations or change of
vocation. Few if any know the possibility of help from
traditional social service or mental health service. Most, ifthey are aware of help, hesitate because of the very nature ofthe beast.

t4o
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This beast called the rural American is so self reliant that
he has never allowed himself to depend on anyone. But things
have changed.

Our small community has seen increases in alcohol and drug
abuse, spouse and child abuse, divorce and attempted suicide.
One of the moat evident symptoms of the rural stress is the
withdrawal fr3m the community and church activities.

Our rural families need help dealing with the stress but
moat of them are too independent to seek help.

Because of my frustration over how to get help for my
neighbors, I joined with other concerned folks to form the Rural
Family Issue Coalition. This National coalition has four very
specific goals:

1. To provide 24 hour phone Crisis Intervention.

2. To provide aggressive outreach by trained human services
professionals who will provide immediate, on-site, one-to-one
assistance for rural families in distress any time or place, and
to continue assistance until problems are resolved.

3. To develop local peer support groups.

4. After immediate ,:risis resolution, to connect referrals
to the appropriate traditional helping services, e.g., public
health, mental healtn, extension, ministerial, and human
services.

The Rural Family Issues coalition is patterned after a
highly successful program developed in Illinois called Stress
County Style.

Let me explain why I think this kind of program could help
in my community or in the thousands of similar communities around
the country.

Rural folks find it difficult to seek help locally but will
frequently share their troubles with a compassionate stranger.

This is evidenced by the scores of cold calls made by the
Stress Country Style program without one rejection. These first
time calls have resulted in a high rate of success in preventing
suicide, homicide, and other problems tLat destroy a normal
gamily life.

As I look around my community, I see many needs; but none
nore urgent than a workable mental health outreach system.

140
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I have left you information that details the need for rural
mental health outreach programs and how our program works.

I would like to close by expressing by thanks to you for the
work you are doing to strengthen our rural communities.

I would also like to thank Chairman De la Garza and his
staff for introducing HR 2398 a Bill that would provide outreach
programs and crisis management assistance for farmers and rural
families.

My hope is tha. this kind of assistance could be utilized
and expanded in conjunction with the good work you are doing in
rural development.

(Attachment.follows.)

14 . 1
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INTRODUCTION

The "farm crisis", with its attending economic problems and sugge..ted
solutions, has become the focus of major public and governmental debates How-
ever, the debate has tended to narrowly focus on farm policy While the media
and the film industry have given the public hints at the human side of the farm
Crisis, it has all but been ignored in public policy debate Perhaps one of the
reasons for this is that over the past two years there have been over 36 bills
introduced at the federal level with "family farm" in the title This gives the

illusion that the farm family is being considered These bills, however are

overwhelmingly economic in nature and do not directly address the human prob-
lems faced by rural families The concept developed by the Rural Family Issues
Coalition tag a_ rtix iddresses some of these farm tamily issues

BACKGROUND

Beginning about 1972 and continuing through the remainder of the 1970s,

the demand for US agricultural products rose sharply By the end of the
decade, as much as 40% of some agticultural commodities were exported This
surge in taternational demand for agricultural products led to high commodity
prices, escalating farmland values and increasing farm debt, as farmers borrowed
more capital to increase their output Farmers were encouraged by politicians
and others to do this The contribution of exported agricultural products in of-
fsetting the trade deficit created by the increase in world petroleum prices, in
addition to the humanitarian concern of feeding the people of the world, also
helped encourage expansion in agr:cu Ira( produr:tion

Today the agricultural sector of the economy which was filled with op-
timism during the 1970s is facing one of the worst, if not the worst, financial
crises in its history In late 1979, a series of fiscal and monetary policy chan-
ges began to be made which had an enormous impact on the economic environ-
ment in which farmers operate (Boehlje, 1986) Interest rates on operating loans
nearly doubled in a matter of months Commodity prices dropped as surpluses
accumulated
Land values began rapid deflation As a consequence, many farmers, especially
those who began farming or expander, the.,- operations in the 1960s and 1970s,
found themselves in severe economic difficulty

It should be noted that not all farmers are facing financial problems
Government programs have greatly assisted some farm families Other families
are producing commodities such as pork which have continued to be relatively
profitable The major factor deteimining the financial well-being of farming
operations, however, is the amount of farm debt Although the mixture of
commodities produced and managerial skills of the producer are important, the
debt to asset ratio has become the major predictor of farm survival Total farm
debt in the United States has increased from 5166 billion in 1980 to 5215 billion
in 1984, an increase of nearly 30% (Reimund et al ,1986)

A recent report on the financial chaiactenstics of U farms suggests that
21 3 % of the farms surveyed had a debt/asset ratio greater than 0 40 (Economic
Research Service, 1986) This was a 2% increase from a year earlier Ecano-
mists refer to farms with a debt to asset ratio of 40 -r greater as 'highly

- I -
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leveraged" Such farms are financially vulnerable A recent study in Illinois
suggests that even with superior management and utilization of all possible gov-
ernment programs it is very unlikely that the deteriorating financial condition on
a 600 acre farm with a debt to asset ratio of greater than C 40 can be turned
around

Almost half (45%) of the farms operated by farmers 34 years or younger
had debt to asset ratios of 41 or greater A third of the farms operated by
persons between the age of 35 and 44 had a debt to asset ratio of .41 or
greater The mason fir this of course, is that younger farm families are most
likely to have begun farming in the late 60s or 70s Even with a generous in-
heritance, most commercial farm families ,nust borrow capital to begin a farming
operation Thus, younger families were more likely to come into the 1980s with
a relatively high debt load This is significrnt because the beginning stage of a
farming operation is also the stage in the family life cycle in which families still
have children at home Thus, the social and psychological consequences of the
farm crisis directly impact youth (Heffernan and Heffernan, 1985)

The consequences of the financial problems in agriculture extend into the

rural community A recent report by the US Senate Subcommittee on Inter
Governmental Relations (1986) traces some of the consequences for the rural
community The study notes that net farm income declined so about 25 billion
dollars in 1984, down 40% from the average of the 1970s

Given the decline in farm income anti the higher interest rates the value

of farmland nas also declined since 1981 USDA data show that across the

nation agricultural land values have fallen from 5823 per acre in 1982 to SS96
per acre in 1986 In many Midwestern states the decline has been esen greater
For example, in Iowa the 1986 and prices hr-e shown a 68% decline from their
earlier level

This decline in income and asset value has major impact on rural com-
munities The report suggests that "d long term increase or decrease of 564,000
in net farm income will add to, or cut back on local commercial employment by
nne job" Downtown business property values are also decreasing The study
suggests a decry se by Si5 in the downtown property value for each permanent
SI,000 decrease in agricultural income

With the real value of the agricultural tax base shrink,ng by 20% or more
since 1984, with increased tax delinquency rates of up to 100% or more in some
areas and with the decline in nonfarm income, employment and droperty values,
the impact on the public sector is dramatic At a time when the demo-td for
many of the social services provided by the local communities is on the increase,

the base of revenues to support these institutions is on the decline Not only
can many local communities no longer afford to maintain the level of services
they had in the 1970s, but many of the states most affec td are also less able to
raise the necessary revenue at the state level

Most of these economic facts and figures concerning the economics of the

farn crisis have been disclosed in the public ,,rid governmental debate on the

farm crisis in the process r f considering adjustments in the Food Security Act of
1985 or considering alternatives to the 1985 Ac' Regardless of the farm policy
that is followed, there are some very immediate human and family issues that
must be addressed which have received much less attention Man% of these
concerns are with us today and will continue for many families regardless of the
national farm policy

(The complete report is held in the committee files.)
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Mr. Chairman and Members of the Subcommittee, thank you for

opportunity to testify today. I am Mollie Anderson, Director of

Job Training of Greater Nebraska.

The Nebraska Department of Labor, Greater Nebraska Private Industry

Council and Job Training of Greater Nebraska were pleased to re-

ceive an appropriation last year of $500,000 for continuation of

our nationally recognized Agriculture-In-Transition Program. The

appropriation, earmarked in the 1985 Food Security Act, allows us

to continue operations through September 30, 1987.

I am here today to ask for your continued support of services

proven to aid our distressed farming communities in Nebraska.

Our program serves an 88 county area whose number one industry is

agriculture. Twenty one percent (21%) of the state's tokal em-

ployment is in ag related sectors, with 40% of manufacturing being

ag based. The state has 300 towns with populations of 500 or less.

According to the University of Nebraska, half of these towns are

in jeopardy of disappearing. Nebraska also has one of the highest

debt to asset ratios in the nation.

To begin, let me say that rural America is charging drastically.

Unfortunately, many of the recent changes have had a negative im-

pact, forcing an immediate reassessment of how the rural economy

will exist in the rext few years and in the distant future.

1
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Because the multitude of problems facing rural America are so

complex, any programs offered as solutions must have a broad

spectrum of alternatives to offer.

To quote Congressman Coleman: "Today's agricultural crisis is far

more than a farm problem. It is a rural community crisis that

requires comprehensive solutions beyond the scope of traditional

agricultural programs which often stop at the farm gate."

I am here today to support the Rural Development Initiative intro-

duced to rebuild rural America and restructure the U.S. Department

of Agriculture to ensure more efficient mai-Ai:went of rural pro-

grams. We compliment this group on its' comprehensive design.

The blueprint to rebuild Rural America demonstrates the solutions

must be as broad based and as comprehensive as the prchlems. Any-

thing less will result in failure, not only for the programs imple-

mented, but also for the individuals they are designed to help.

Let me quickly comment on a few of the objectives.

we support the creation of a Rural Development Administration with-

in the U.S. Department of Agriculture, and renaming USDA the Depart-

ment of Agriculture and Rural Development. In our opinion, this

places the appropriate emphasis on the fact that the rural eccnomy

has changed. No longer is it restricted to ag production, ag re-

lated business, or business service sector labels. It places revi-

talization and rural development on a par with production ag issues.

2
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We support block grant programs to provide seed capital for rural

economic development, thus encouraging private secto- investment,

and to provide funding for rural infrastructure needs. Without

such assistance, rural communities cannot compete with their metro-

politan neighbors. Rural outmigration, business closures, and an

increasingly older rural population mean fewer and fewer available

resources to support revitalization efforts.

We support the creation of Agriculture Action Centers, providing

one-stop-shops for counseling, informational, and job training

services for rural Americans. This concept has proven to be most

effective, as I will address in a moment.

Lastly, we support the establishment of a Special Assistant to the

President, acting as an advisor to improve rural development pro-

grams.

As I stated in my introduction, we deliver a program called Agri-

culture-In-Transition. I would like to use the :remainder of my

testimony to comment on our program design, performance outcomes

and funding issues.

The $465,000 directly received for program service from Section

1440 of the 1985 Food Security Act allows us to serve 360 people

with an expt-ted 224 individuals to be placed in unsubsidized

employment.

The centerpiece of this program are the six one-stop-shops called

Ag Action Centers located in Community Colle3es across the state.

3

154



150

The Colleges were chosen because they provide a comfortable, non-

threatening environment free from the negative "social services"

stigma. This was essential if ye were to be able to reach the Ag

workers who traditionally have a strong sense of self reliance.

We have developed a three pronged strategy to provide a compre-

hensive solution to this multifaceted problem.

The first prong in our strategy addresses the distressed farmer/ag

related worker. We feel our first responsibility is to keep as

many farmers in farming as possible. The centers allow the person

to come to their own conclusions about their future in farming.

The centers provide financial evaluations, farm and ranch manage-

ment courses, legal and financial counseling to explore alterna-

tive means of financing, referrals to Social Services agencies and

to Job Service for off farm employment to supplement farm income.

The second prong in the strategy addresses the dislocated farmer.

If the decision is made to leave farming, the program provides

career assessment, counseling, classroom and "on the job" ti,Aning

and supportive services.

The program was initially funded by a $1,000,000 Discretionary

grant from the U.S. Department of Labor. Since the program began

in 1985, over 2,500 individuals have contacted Ag Action Centers

and our Job Training offices. One thousand three hundred fifty

three (1,353; individuals enrolled in financial management pro-

grams, educational workshops and referral services.
4
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Of the 2,500, only 971 people finally decided to leave farming and

retrain for new opportunities, which means our objective of keeping

farmers in farming is being met.

Of the 633 individuals who have completed training, 501 are now in

new jobs, paying on the average $5.45 per hour. With a placement

rate of 79%, our programs have proven their value through return

on investment to the federal and state governments. (See Attachment)

Each individual placed in a job after retraining generates approx-

imately $100 in state taxes, $1,500 in Federal Taxes, and returns

to the community through retail sales $8,800. If we consider 500

individuals employed at $11,000 annually, the return in taxes is

over $1,000,000 and the retail economy is strengthened by over

$4,000,000. That's not a bad return on a $1,000,000 investment.

The third prong in our strategy, and one that is criticp1 to the

ultimate success of the program, is community services.

To address the needs of the rural communities, we must be able to

implement programs to help provide job opportuniz.es to the dislo-

cated ag workers. These types of programs include marketing

assistance for small businesses and towns, entrepreneurial training,

business incubation centers, and technical arsistance for cottage

industries.

There will be no need to retrain people if jobs are not aiailable.

Currently we are unable to provide funds for many badly needed

employment generating activities.

5
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The $500,000 appropriation to our program in 1986 was allocated

through the 1965 farm bill. Although finally overcome, several

problems resulted last year because of restrictions in the Act.

Current legislation mandates that funds allocated be expended

through the land grant colleges. Dollars could not be allocated

directly to the Department of Labor or to the Service Delivery

Area. Even though the funds had officially been allocated, we

were forced to ask the Nebraska Cooperative Extension Service to

manage, evaluate the program and provide a oroposal to the U.S.

Department of Agriculture.

As you can imagine, the delays were tremendous. The additional

red tape caused a slow down in Agriculture-In-Transition activi-

ties and a lull in delivery of services. In addition, the money

was required to be distribu '-ed through USDA which reduced the

original appropriation by $20,000. We received $465,000 for direct

program services with no funds allotted for administration. The

loss of $35,000 meant approximately 30 individuals would not

served.

I respectfully request that if possible, provisions be made to

allow for a direct grant procedure or contract to al)eviate the

constraints caused by the current legislation.

Agriculture-In-Transition has provided a resource for our rural

communities in Nebraska, and we hope that if new lgislation is

passed, that our program can continue and also be a model for

other states to use.

6
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Thank you again for this opportunity to testify, and for your

efforts to develop rural revitalization legislation. It is

apparent this group recognizes small farms and communities are

an integral and vttal component of America, and that their

preservation is crucial to our ultimately productive survival.

(Attachments follow )

7
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REALITY OF THE FARM CRISIS

WHAT IT MEANS -IND NEBRASKA

1) AGRICULTURE IS NEBRASKA'S 1 1 INDUSTRY

21% of all lobs are on farms, ranches, and fc-A

related industries.

40% of all manufacturing jobs are in agricultural

related industries.

Farm income impacts personal income four times more
than the United States average r,te.

64 of the 93 counties are highly dependent on farm
income. This figure represents one of the highest

percentages in the United States.

2) EXTENT OF CRISIS TO FARMS

The number of farms in Nebraska has declined 3.4%

1984 - 59,00n 1985 57,000

Farm bankruptcies are protected to increase by 10

to 15% 1985 - 282

1985 (thru Sept) 215 1986 (thru Sept) 268

(24.7% increase)

Total ag debt has decreased in recent years, but

asset values have decreased nearly 4 times as fast,

causing a severe increase in debt-to-asset ratio.

The average debt to asset ratio of farmers is 39.6%.

23% had a ratio between 40 to 69%.

A ratio. over 40% indicates financial stress.

15
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34.9% FmHA loan delinquency rate through Jule, il'86

Calls to the Farm Criss Hotline have increased

approximately 10%. Since 1984, there were 1900

first time callers

1985 (through Sept) 653 1986 (through Sept) 718

In a Farm i Finance Survey only 51% felt there was

adequate emotional counseling available

3) Enna OF CRISIS BEYOND THE FARM

BAnk closvres continue to be a problem

1985 - 13 1986 (through 9-10) - 7

Total bankruptcies continue to increase

1985 - 3,016 1986 - 3,546

Taxable retail sales have de-lined each year since

1981

In 11 of the 93 counties over 20% of the population

is impoverished

10 of the worst 150 hunger counties in the nation

are located in Nebraska all in rural areas

AFDC caseload increased 16.2% between 2/83 & 4/86

(Northcentral had a 62.1% increase) compared to

Lincoln 4.7% Omaha 9.6%

Between 1980 & 1985 business openings increased 17.81%

Business closings increased 123.10%

Rural areas 9.69% new increase - 158.39% closing increase

lUu
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AORX CULTURE-- IN-- TRANS I .rI ON
DECEMBER, 1985 THROUGH FEBRUARY, 1987

PART I C I PANT FLOW

2517 AGRIBUSINESS WORKERS

DISPLACED OR ?Is FINANCIAL DIFFICULTY

CONTACTED AG ACTION CENTERS OR GNJTP

135.. INDIVIDUALS

ENROLLED IN FINANCIAL MANA3ENENT PROGRAMS

EDUCATIONAL WORKSHOPS St REFERRAL SERVICES

973 INDIVIDUALS

RETRAINTVG FOR NEW CAREERS

743 INDIVIDUALS

PARTICIPATING IN AG-IN-TRANSITION)
230 INDIVIDUALS

PARTICIPATING IN OTHER PROGRAMS

- RETURN ON INVESTMENT

OF THE 743 INDIVIDUALS ENROLLED IN
AGRICULTURE-IN-TRANSITION

110 ARE CURRENTLY ENROLLED

633 HAVE COMPLETED PROGRAM

501 ARE NOW IN NEW CAPEERS

79% PLACEMENT RATE

$1,996 COST PER PLACEMENT

$5.45 AVERAGE HOURLY WAGE

$11,336 AVERAGE ANNUAL WAGE

$1,400 APPROXIMATE FEDERAL TAX PAID
$800 APPROXIMATE STATE TAX PAID

$9,136 RETURNED TO ECON,--7 FOR GOODS

AND SERVICES

(Additional attachments are held in the committee (iles.)
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AGRICULTURE-MN-7PRANSITION

THREE PRONGED STRATEGY

DISTRESSED FARMERS

FINANCIAL EVALUATION AND COUNSELING

FARM AND RANCH MANAGEMENT COTIRSES

ALTERNATIVE FINANCING INFORMATION

ALTERNATIVE FARMING INFORMATION

LEGAL AND FINANCIAL COUNSELING

STRESS MANAGEMENT INFORMATION

MACHINERY CO-OP INFORMATION

SOCIAL SERVICES REFERRALS

JOB SERVICE REFERRALS FOR SUPPLEMENTAL EMPLOYMENT

DISLOCATED FARMERS

WORK EXPERIENCE

CAREER ASSESSMENT

STRESS COUNSELING

JOB SEEKING SKILLS

CLASSROOM TRAINING

ON-THE-JOB TRAINING

SUPPORTIVE SERVICES

SOCIAL SERVICES REFERRALS

COMMUNITIES MN NEED

MARKETING ASSISTANCE

ENTREPRENEURIAL TRAINING

SMALL BUSINESS WORKSHOPS

FINANCIAL PACKAGING ADVICE

BUSINESS INCUBATION CENTERS

ECONOMIC DEVELOPMENT TRAINING

EMPLOYMENT GENERATING ACTIVITIES

TECHNICAL ASSISTANCE FOR COTTAGE INDUSTRIES

78-346 0 - 88 - 6
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Testimony Prepared for United
States House of Representatives
Agriculture Committee

My name is Aildy Jackson from LaPlata, Missouri, married

and have three sons. My husband and I have a farming operation

that has been adversely affected by the current economic

conditions. 7 am a ,artic,pant in the Career Options for Missouri

Farm Families which is a University Extension 1440 Project. I am

presently employed but al., looking at career options both in and

outside our present location.

I was a participant in a workshop with ten other individuals

(both men and women) whose lives are in transition due to the

economic conditions. Four of these people had college degrees in

an area of agriculture, one had a graduate degree in agriculture

education and three had two or more years of higher learning.

Other participants in this project have less formal education

which indicates that this project is serving a croaa-aection Jf

individuals. We are all involved in agriculture production and/

or agri-business, are tesoected community leaders and our lives

are in transition.

One participant, a widower and father of three sons, does not

want to leave his local area as his sons are established in Junior

High and High School organizations and sports activities. Ie has

a B.S. Degree in Dairy Science, had sold his dairy herd a week

prior to our workshop and is looking at possibilities for certi-

fication to teach.

Another participant had recently quit farming, is divorced

and has no geographic limitations. He desires to relocate, if

necessary, and is simply exploi.ng options, trying to find employ-

ment possibilities, and reconstruct a positive self esteem.

1f3
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Other situations of workshop participants are sighted in the

Kansas City Times article which is enclosed with this testimony.

We, as a group, shared similar problems, concerns and goals,

and developed a caring relationship during the three-day workshop.

To those suffering from depression and who are struggling with

transitional legalities, this workshop experience provided the

opportunity for fresh introspection and ob3ecti,-tty in the analysis

of our own abilities; the opportunity to feel assurance that we

still have skills and capabilities--to re-establish confidence in

self; the opportunity to step away from the problems for a brief

time to look clearly at possible dutions. We had the opportunity

for self analysis through the Strcng-Campbell Interest Inventory

and individual career counseling sessions and the opportunity to

initiate change for ourselves in a positive way.

University Extension is an established in place "vehicle" to

meet the needs of the agricultural families in transition. The

networking that is available through their Career Planning and

Placement Center is a strong aavantage, particularly for irdividuals

that may eventually leave their home area.

A closing thought that actually comes from John Naisbitt's

MEGATRENDS: We are living in the time of parenthesis, the time

between eras. It is as though we hay._ ~racketed off the present

from both the past and the future, for we are clinging to the

known past because we are so fearful of the future. This time iL

the parenthesis is a time of change and questioning. Although

this time between eras is uncertain, if we can learn to make

uncertaiity our friend, we can actually achieve mm_ than we can

i. stable times. If we can only get a clear version of the road

alead.

16,
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And when we have that clear vision, we have a renewed

resilence and abilities to adapt to our ever changing society.

Thank you for the opportunity to share my thoughts with you.

(Attachments follow:)

1 8 J
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Yes, there can be life after fanning
Workshops at MU help
in starting new careers

By Lynn Byczynsh
Pew Hanallten awn

COLUMBIA Nine farmers five men and four
women are gathered in a conference room at the
University of Missoun, trading stories about why
the^ii:reerelooking fornew sibs.

's a husband and wife who lost their funs in
1915 and their Western Auto store a year later. A
middle-aged woman whose family farm is hanging by a
thread that one bad crop could sever. A man who sank
his savings into a truce farm in 191t. only to have the
deer at his apple trees and the loads turn up their soars
at his unusual vegetables. A few others who don't want
to talk.

Moot of there people have never written a resume,
filled out an application or gone through an job
interview Most have nmer wanted, or needed, to look
for ajob

But now they're among an army of farmers who are
leaving farming at the rate of 2,100 a umk In the

See DISPLACED, CeL I

v2 '41

asorttrorNs

Sem OasaieV5uf

After losing money at farming, Kenny Owens (eft) of Mound City, Mo., is looking at
new careers. To save money on planting, he shares equipment with Lloyd Whitman.



162

A-10 The Kansas City Times Wednesday. May 13. 1987

Displaced farmers get help
to prepare for new careers

Costlaned from Pop A-1
';Umte6 States, aocordin to the
.Amencan Bankers Association. In

Musoun, the sanscoata...i's 1986 Lu-
tist= show, 102 farmers quit each
week, in Kansas, 68 a week.

They enter a job market with
diverse skills but burdened by Inez-

-penence, self-doubts and lives in
, tune .1.

"I don't think there's a smile
:occupation that Involves as many
- skills as farming dock and It really

Covers the waterfront." said Thom
Rakes, co-director of the Career

:Options Project that has brought the
:farmers to MU.

Those who have come say they
are rearms job-bunting savvy and
gaining confidence m their own

abilities at a two-day workshop that
is free to Missouri farmers. The

:farmers take aptitude and interest
tests to steer them in general career
directions. They learn to write re-

. slimes that are then polished by
counselors and printed. They act

tout job interviews in front of
video camera with real corporate
personnel officen, who later cn-

:fique the farmers' performances
, The program was financed by
"Congress as an amendment to the

1985 farm bill, officially called the
Food Security Act. Missouri, Iowa

17.nd Nebraska each received
500,000 known is Section 1440

funds for assistance programs for
displaced farmers.

The career workshops at MU con-
taume $203,000 of Missouri's appro-
..pnation. Other programs permit
mental health workers to visit dis-
tressed farmers at home and pro-

,vide help for young people :Wrenn&
stress because of the agriculture
cants

see so many hanging on'
Since the career workshops began

.so March, about 60 MissoLn farm-
-ers have participated Seven more
are planned through the summer,
including one each In St Joseph and

!Bethany There's still plenty of
room in each.

In fact, enrollment has been less
than expected. Missouri Coope.-a.

;tive Extension Service specialists,
,.who are responsible for recruiting
;participants, say they are finding
farmers in the "denial phase" in
whacn they won't face the likel rood

fee financial collapse, and even get
; insulted at the invitation to attend
the workshop

"Ley are sayiag. 'This is 'one I

was born .J raised here. I don't
want to a *mit I'm going to have to
leave here sod do something differ-
ent,' " sale Charles Gamble, an ex-
tension ser ice specialist in Farm-

inmMo.Those who have come to Colum-
bia for the workshop have a differ-
ent attitude. They may not like it,
but they have accepted the fact that
they will soon be working indoors or
punching a tune clock or answering
to a supervisor or trading their
friendly small towns for an
anonymous city. If they're lucky.

"The thing that is amazing to
me," Rakes said, "is the resilience
of these people Almost to a person,
they have been through some amaz-
ing thinp."

Don and Delores Carnahan of
Piedmont, in southeastern Missou-
n, had fulfilled a dream by 1981
They were farming on land they had
bought In 1964, and they had just
bought a Western Auto store in
town

In December 1982, the Black Riv-
er stole their dream A flood left 18
inches of water in their store and 10
feet of water on their cropland

They had no flood insurance, and
the new business couldn't get a
federal loan to rebuild. The Car-
nahan hung on but never recovered
from the financial setbacks

In November 1985 they lost their
farm. In December 1986 they lost
the store.

"I don't have much good to say
about farming," Don Carnahan
said "I don't see any future in it.
When 40 (percent) to 50 percent of
the farmers finally die off or go out
of business, the others may sur-
vive "

Both the Carnahan have been
teaching elementary school since,
but they're looking for new jobs
And although they've lived all their
lives in Missoun, they're looking to
the Sun Belt

"Anytime your dreams so down
the tubes, you might as well start
over," Don Carnahan said "I ,ce
many hanging on Somebody needs
to tell them there's a better way "

Maybe farming as a hobby
At age 45, after a lifetime of

farming, and pro.--enng at it, Ken-
ny Owens has lied at Missouri
Western Slate College In St Joseph
to work on master's degree in
Psychology He's moving out of
farming, scaling down from 2:Ai°
acres last year to 1,100 this year

"I've come to this 12 to 24

16i

months ahead of everyone else,"
said Owens, a calm, thoughtful ..zn
who farms near Mound City in
norhwest Missouri. "You can't
imagine how much money I lost in
1983 and 1984. Reality had to come
to me sooner."

In 1983, one of Owens' three
children was In a car wreck that left
him paralyzed. That same year,
drought devastated Owens' crop.
The next year, a flood took 700
acres of

"I went through a period of
depression a year ago," Owens said
"I knew I could not make things
work financially farming. I knew
there was no way I could snake
things work."

Owens started making other
plans. The Career Options work-
shop gave him an appreciation for
all the other skills, financial, super-
visory and mechanical, that farmers
use

"Pm a darn good mechanic I can
rebuild the biggest dievl engine and
do it well. I have welding skills,
machining skills. I can dnve a semi.
Most farmers have a lot of expen-
ence they can draw on that makes
them qualified far a number ofjobs.
Realm rig that fact is something
else."

0,-ans is looking toward a career
in inuNstnal psychology, or perhaps
teach:.: at a small college after he
completes his degree. He doesn't see
farming in his future, except per-
haps as ltbby

"I like lite enough t don't plan on
subjecting myself to this kind of
depression the rest of my life, I
don't fare how much I like farm-
ing," he said.

`Wrong time in the cycle'
A few miles away, Stephen

Wnght is planting corn and soy-
beans on the 535 acres he rents, a
little later than he'd like because of
a delay in financing from the Farm-
ers Home Administration He
thinks there's a future in fanning.
He just doesn't expect It to include
him

'Our problem a lot of people's
problem in this area is bad
timing. We got Into farming at the
wrong time in the cycle," said
Wnght, 35, who started his own
operation in 1981 "But I don't feel
we can sit around and wait for the
change We've gone five bad yams,
and things aren't getting any better
any quicker "

Like many farmers, Wnght has
other jobs, and these days it's the
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side Jobs that are supporting him,
his vote Shen, and their three
young children He sells and installs
irrigation systems, does custom har-
vesting, and referees high school
basketball games three or four
nights a week.

"I'm diversified, but everything's
in agriculture," Wnght said "That's
what's a bummer for me "

The best work for many people in
northwest Missouri, he said, is at
the new beef packing plant m Rock
Port

"v can't see myself going to beef
packers," he said. "I like working
outside

Whatever he does, he'll still have
a massive debt to FmHA from has
seven years of farming.

"I would feel a lot better about
going into a new venture with a
clean slate" he said "But to have a
clean slate, you have to declare
bankruptcy, which nobody wants to
talk about."

For many, it's been unavoidable.
Farm bankruptcies have increased
every year for the last six years in
Masoun, to 537 last year

Despite those grim prospects,
Wright laughs easily and talks op-
timistically

"I've got my health, I've got my
kids and my wife," he said. "I can
do something else "
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May 12, 1987

University Mo. Extension Center
Jean Ward
Highway P R.5
Kirksville, Mo 63501

Deer Jean,

I would like to say "THANK YOU to you and all the
people involved with The Career Options for Missouri Farm
Families Project. It is a very good program.

Being directly involved with the farm crisis, I have to
consider options of possibly getting a job outside of
farming.

I feel that before you can play the game, you have to
study the lesson. I have never had to play the job hunting
game and I came home feeling I had a great opportunity to
study the lesson.

When I left Columbia, Friday afternoon <May 8), I felt
that I had attended a helpful workshop enc. ;.3d made several
new friends.

It was an Enjoyable Experience,

,,),.1-2,',.)0^1,c/1,t __,)

Leon Brown
R. 1 Box 72
Maitland, Mo. 64466

P.S. If at anytime I could be of any help to any of you,
feel free to call.

i f;
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Testimony of

Larry A. Werries

Director

Illinois Department of Agriculture

..

Mr. Chairman and distinguished members of the Subcomitt, on Conservation,

Credit and Rural Development; I wish to thank you for the opportunity to

appear before you today for the purpose of discussing the revitilization of

rural America. My name is Larry Werries, and I am Director of the Illinois

Department of Agriculture, a capacity in which I have had the honor of serving

for nearly six and one-half years. I know you are aware of the radical

changes which have occured in rural America in the 80s. As a director of a

state Department of Agriculture and as a farmer, I can tell y,,u your rorcern

with this issue is much appreciated.

Illinois' leading industry is agriculture. Our natural resources base of

more than 24 million acres cf fertile cropland combined with excellent

climatic conditions translate into levels of production that are the envy of

the world. Bustling rural communities brimming with small businesses and

agricultural support industries have provided the conerstone for the

development of past successes in Illinois agriculture. However, a

tailspinning agricultural industry has left its mark on our rural commmunities

and threatens many with destruction if relief does not come soon.

Thousands of Illinois farmers have left the land each year slice he early

1980's. Machinery dealers...fertilizer businesses...rural barks...and

countless other support industries have closed their doors or consolidated
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into regional service units. In some cases, the net impact on the

productivity of the agricultural sector has been a leaner, more efficient

system, however, in other areas the changes have handicapper producers, making

it difficult to obtain competitively priced inputs in a timely diAner.

Although this is not a widespread problem now, it very well could develop into

one if the decline in rural agricultural support industries is not reversed.

As a farmer, it is unsettling to think of facing infrastructure problems even

distantly approaching the nighmares experienced in the Soviet Union where land

may lie idle...not tilled or planted because a tractor broke down and no spare

parts are available to make repairs. Worse yet, the crop could be potentially

large, out it might rot in the field before repairs would be maae to

ill-maintained harvest machines

We all know such a scenario is unlikely in the U.S. given existing

conditions, but I do not know if we can be certain such prob'ems won't develop

if the decline in rural agricultural support industries proceeds unchecked.

In addition to the threat of agrIcultural support decay in rural America,

the extreme pressures generated from financial hardship have (liven birth to

increased social concern. Illinois has taken the initiative to assist in

banding several spec sal resources together for the purpose of assisting

171.
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troubled farmers and rural communities during this difficult transition

period. The Illinois Department of Agriculture has been an active participant

in the development of this support which includes legal essistanc,, stress

counseling and a variety of information channels to facilitate assistance

efforts. Illinois' active role in these efforts have prodtced programs that

have been well-utilized. An example is in the area of stress counseling where

more than 2,000 cases were recorded in the first years of a crisis

intervention program funded through the Illinois Department of Agriculture for

farmers and family members. More than 90 percent of these had not been helped

by any other form of counseling prior to coming into contact with the wor!:ers

from the Farm Resources Center who operate this very important effort.

Similarily, statewide legal assistance and financial advisory programs

have been heavily used. It is not surprising to me that state resources have

proven to be extremely suc-essful in channeling help to the local Lommunity

level. State governments tend to have assets and understanding to ensure

complimentary rather than duplicative programs.

Recognizing a st,'..e's very important role, Governor James Thompson

established the Task Force on the Future of Rural Illinois in March 1986. As

a result of very hard 14 months of work on the part of the task force,
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concerns voiced by citizens in rural Illinois are receiving attention. A

Rural Fair Share Initiative has been formed, a permanent Rural Affairs Council

within state government has been established, and countless suggestions

regarding rural education, job training, and Community developmeffs are being

heard.

Having briefly pointed out the problem and some efforts underway in

Illinois to address key components of rural decline, let me outline a few

areas I think worthy of your consideration at the federal level.

TECHNICAL ASSISTANCE -- Most rural communities are governed by 1 -t-time or

volunteer leadership. :n either case, it is difficult for them to keep

abreast of rapidly changing economic influences. Professional guidar-e needs

to be available to assist in the aevelopment of alternate business opportunies

and uniform community development. Without ,uch guidance, mary communities

are likely to self-destruct.

MODERNIZATION GRANTS -- Water and sewer system upgrades are still a problem

for some. If there is not a way to accomplish reasonable objectives for

modernization, grants might be appropriate as the funding mechanism. Loan

guarantees would also serve a useful purpose. I realize, as we approach these

financially-related issues, budgetary implications you may be considering will

influence the direction of these programs.

17)
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COMMUNICATIONS -- We are living in an age of information transfer, yet many

rural systems are antiquated and could not possibly serve the needs of modern

business. Upgraded systems would serve farmers and small community businesses

by helping make them more competitive and efficient.

DIVERSIFICATION -- Traditional opportunities need not be totally discarded,

however, strong efforts to seek out additional income through diversification

into less traditional areas could serve to broaden the foundation of rural

communities. Knowledge of such potential would need outside influence as the

catalyst. An example would be efforts on the part of the Illinois Department

of Agriculture dcmestic marketing staff to educate farmers as to the potential

in growing poultry for an area packer it need of expanaed production. State

officials are in a key position in such efforts in that they have a close

understanding of the potential markets and are also aware . potential hazards

to avoid.

LOCATInN INCENTIVES Certain businesses and industry might be well-served by

a rural community, yet may find it easier to pursue an urban location to

narrow risk. Economic incentives could dissolve negative influences for

business development in rural areas.
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IN SUMMARY

Rural communities are unique. Though some characteristics may be similar,

they each have distinctively different personalities which require individual

attention. Focus at the local level is often very narrow, yet at the federal

level, it becomes too broad. Rural revitalization is unquestionably an area

where strong state leadership and direction supported by federal funding is by

far the most likely to succeed.

There is not time available to ponder the ramifications of failure to act

to revive rural communities across the nation. The support industries which

have made this country's agriculture the envy of the world, cannot be

reinstated overnight should they fall out of circulation. The spirit and

independence of the rural entrepreneur were the driving forces behind the

founders of this country. That is not easily extinguished, but once it is

out, it is certainly not easily rekindled. I urge your continued perseverance

in seeking solutions to this very important challenge of our heartland. T' nk

you.
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Jay R. Hedges

Director

Illinois Department of Commerce and Community Affairs

Mr. Coalman and members of the House Subcommittee on Conservation, Credit

and Rural Development; it is a great pleasure for me to appear before you

today to discuss rural development. My name is Jay Hedges, I am Director of

the Illinois Department of Commerce and Community Affairs. I am pleased that

the House Subcommittee on Conservation,- Credit -and Rural-Deve/pnmett has-

chosen to play a leadership role in rural development. This morning, I would

like to share with you the role of the Illinois Department of Commerce and

Community Affairs in rural development, information on the nature of rural

I'linois, and suggestions about how the federal government can help

The Department of Commerce and Community Pffairs (DCCA) was established as

the primary agency to promote community and economic development in Illinois.

The department serves as the central source of information and assistance for

businesses and local governments in the state. The primary responsibilities

of the agency are to ensure economic stability, enhance business prosperity,

and increase employment and employment 1pportunities.

Numerous specific programs are beinc used to assist Illinois communities

to prepare themselves for commerc4.-..i aid ,ndustrial development. The

department runs the large Community S!rvic? Block Grant, the Community

Development Block Grant and the Job rainiig Partnership Act. With state

revenues, DCCA provides business financing capital, employee training,

government contract procurement assistance, b. 4ness management assistance,

and numerous other resources. Our ATency also undertakes tourism promotion,

operates the Office of Films, and runs the international trade promotion

efforts in Illinois.
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Many of DCCAs programs are targeted to assist the state's small business.

In Illinois small businesses employ about half of the state's workforce,

contribute 42 percent of sales, and generate 38 percent of the gross state

product. Small firms are on the cutting edge of innovation, providing

products, ideas, and opportunities for the future.

The Department of Commerce and Community Affairs is also unique in that we

have developed a statewide marketing network to help firms identify and gain

access to local, state, and federal economic development programs. this

network of professional staff and informational resources help to assure the

success of local economic development projects.

As a result of DCCAs efforts in FY 86, 42,240 jobs we -e created or

retained; over 170 new and expanding manufacturing plants were assisted; and

numerous business prospect tours were given.

With respect to economic development assistance, the Department of

Commerce and Community Affairs manages several important programs. Our

financial programs cperate in concert with private lending sources and our

management and technical assistance programs are delivered at the local level

by service organizations that are heavily involved in community development.

BUSINESS FINANCE

Briefly, some of DCCAs 'rograms include:

The Fixed Rate FinanCng Loan Program is nationally unique. The fund

combines the Small Business Administration's 7a loans with low interest state

funds. The fund provides long-term, fixed-rate financing to Illinois

companies, creating new employment opportunities for low- to moderate-income

workers.

-2-
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The Business Innovation Program and Equity Investment Fund are equity

financing programs geared toward the development and commercialization of new

ideas and technologies for young companies.

The state-financed Small Business Development Program which is a part of

Build Illinois offers low-interest direct loans for up to 25 percent of the

cost of a business retention or expansion project in cooperation with private

sector lenders.

The Large Business Development Program offers financing to large

businesses locating in Illinois or for an expansion or retention of an

existing large Illinois firm.

The Community Development Assistance Program awards grants to communities- -

through a funded quarterly competitive cycle for development opportunities.

The communities then usually make loans to businesses at reduced interest

rates or use funds for infrastructure improvement.

SMALL BUSINESS MANAGEMENT ASSISTANCE

The department runs programs offering small business ma ,gement counseling

and training assistance for new and ongoing business owners and a statewide

technology commercialization assistance program.

Small Business Development Centers (SBDCs), eight of which are located

throughout rural Illinois, hold instructional workshops or provide counseling

on specific business issues such as financing, marketing, procurement

opportunities, production, business organization, etc. Ten of the state's

SBDCs offer specific self-employment or entrepreneurship training programs.

-3-
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Technology Commercialization Centers offer technology research and pr duct

commercialization analysis. his is availat" airough 12 of the state's rajor

research universities and federal labs, seven of which a,e located in rural

areas.

COMMUNITY DEVELOPMENT

The Department of Commerce and Community Affairs administes significant

resource programs designed to assist local governments and communities in

economic development activities.

Job Training Services -- The department administers job training programs

in 26 regions which help to cover the employee training costs for businesses.

The Illinois Enterprise Zone Program stimulates economic growth and/or

neighborhood revitalization in 49 areas or zones of the state including

fifteen in rural cities. Commercial or industria firms which locate or

expand in an enterprise zone can benefit from property tax abatements, a

one-half percent investment tax credit, an exemption from the state sales tax,

a $500 tax credit for new workers hi-NI and other incentives.

The "Build Illinois" Infrastructure Assistance Program helps DCCA make

grants or loans for access roads, sewer- utility hook-ups, or other

Infrastructure which con'ributes to economic c1( ':lopment.

Tax Increment Financing (TIF) -- Almost 100 commu.,ties in Illinois use

incremental property and sales taxes to finance the costs of publicly provided

project improvements needed to help induce private redevelopment.

17 :2i
IM

-4-



175

Industrial Revenue Bonds (IRBs) -- Illinois issued more than $850 million

in industrial revenue bonds in 1985 to help industrial firms locating and/or

expanding in the stat, which reduced their interest rate c borrowed fund,

The Property Tax Abatement Program allows any taxing district in Illinois

to make available a property tax abatement which can be used tq,help attract

an industrial or commerc al firm or to expand an existing industrial or

commercial operation.

IlLINOIS RURAL ECONOMY

Even with all these resources, DCCA is not able to adequately meet the

needs of our rural citizens. Illinois' rural economy is in transition,

causing a need to direct additional financial and technical assistance into

the state's rural areas -- like other state. are doing.

LPt me share with you some facts that dramatize the situation.

Notwithstanding the fact that Illinois is '_me to the third largest urban

area in the U.S. (Chi._ ,o area), Illinois is largely a rural state. Almost 80

percent of the counties in Illinois are non urban and do not have a

central city e 20,000 population or more within their borders. Almost 50

percent of the counties in the state have a total population of less than

20,000.

Industry in rural Illinois consists primarily of agriculture (grain and

livestock) but also includes mining, manufacturing, and retail industries.

The agricultural industry in Illinois is a major economic component of thi

gross state product.

-5-
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Within the agricultural economy, grain crops are a major product. Corn

and soybeans command the most acres in Illinois. Wheat and oats have been the

main secondary grain crops in Illinois comprising six percent of farm

production. A second major pact of Illinois' agricultural industry is

livestock. the state's pork production is approximately double%that of

cattle. The economic impact-of-livesteck is substantial, representing 30

percent of total farm cash income.

In the last five years, experts of Illinois feed grain products have

declined. In this same period, Illins.fs has dropped from second to third in

value per state of total agricultural exports in our nation. State

agricultural statibLics show deficit -returns for cost of production for per*

and grain products over tht last few years. In fact, returns on hcg

production have been negative in six of the last seven years.

Illinois' rural area poverty is a reflection of the economic distress in

rural America. In one-half of Illinois' rural counties, more than 12 percent

of the population have incom"s falling below the poverty level, and two

counties nave oouble the national average of low-income with over 24 percent

of their population falling below the poverty levels.

hie unemployment rates are relatively high in Illinois' rural counties.

Unemployment rates have increased in rural Illinois. The January 1987 average

uremployment rate for rural counties in Illinois is over 14 percent.

Farming, however, is not the only rural industry to be affected.

Employment in the mining industry declined by over nine percent in the past

year, and personal income derived from mining is expected to drop more than 15

percent. These individuals will also be seeking new ways to support

themselves and perhans new places to live. One-fift'. of Illinois' rural

-6-
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counties are dependent on manufacturing as a main source of income. As this

industrial component, the manufacturing base, shifts production or improves

efficiency, more rural jobs are displaced.

Like other states, the commnities of rural Illinois have also seen a

change in the population base. Increased farm productivity agO,increased

employment opportunities in urbanized areas in the last 20 years have led to a

major shift of population from rural to urban areas. In t1-1 past

quarter-century (since 1960), over 44 percent of the farm population left

their farms and moved to other areas. In the last five years, larger numbers

of individuals are moving back to rural areas even though they work in an

urban center.

The shift of rural citizens is creating more regionalized communities.

More and more of the personal services, retail industries and interstate

transportation facilities are disbursed throughout a multi-county region. In

many cases rural residents must travel many miles to receive needed medical

attention, purchase the products they desire or connect with both air and

ground transportation.

While there are rural problems, there is also a good deal of rural

stabilization and strength. The positive mental attitude of rural individuals

is promoting an increased willingness to do what is necessary to help change

the economic conditions of rural Illinois. Economic changes are evidenced by

an increasing number of auto suppliers bringing new employment opportunities

to rural areas. Value added agricultural processing facilities are providing

new uses for Illinois crops and stabilizing production costs which presents an

encouraging future.

-7-
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MIKIS RURAL ASSISTANCE EFFORTS'

Illinois has not been unconcerned with the needs of our rural areas. In

the last several years, more and more specific s being taken to

preserve the special character of Illinois' r. al areas.

Illinois, in its efforts tl assist rival areas and combst,the problems

which these areas face, has developed a wide range of responses.

RURAL REVITALIZATION EFFORT

In 1985, Illinois created the Farmer Service relivery System to address

some of the specific needs of rural communities. This cff,,et served to

redouble existing state resources and specifically target state services to

rural areas. Components of the ser,ict delivery system initiative ,elude:

The Agricultural Family Assistarce Program, which assists farmers

experiencing a stressful situation (such as family unemployment, legal

problems, financial crises, farm foreclosures, etc.) by directing them to

those ho deliver the appropriate services. Through the nine state regions

desigiated by the University of Illinois, Agriculture Extension agents and

Home Economics Extension agents identify farmers in stress situations and

refer them to a program that co'ild help them.

The Illinois Farm Legal Assistance Foundation, which assists Illinois

farmers in acquiring legal help. Farmers in need of legal assistance receive

one hou' of a participating attorney's time free of charge and pay only $5 per

hour for the next six hours of legal work. Terms for legal services beyond

the initial seven hours ,11 be arranged between the farmer and his or her

lawyer. To qualify for the program, an Illinois farmer must derive at least

60 percent of his or her income from farming and must have a debt to asset

ratio of more than 50 percent.

-8-
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The Rural Route Program advises farmers who have financial problems in

rtlation to their farming operation. Ag advisors make individual visits to

farm families and can help prepare family living budgets, production budgets

and break-even analy-es to map out a strategy to remain solvent.

A Farm Resource Center is a stress aid center for the farl,gopulation.

Outreach counselors located in each of the nine Ag regions are experts in

stress counseling, and handle all referrals either by giving direct service or

by helping the client get needed service through a local mental health center.

The Dislocated Farmer Service Center is operated throu0 ten community

colleges in Illinois; this program delivcrs employment training or re-traininej

to dislocated workers. Farmers who are foreclosing their operation or those

who have been out of farming for a long period of time and have not found

suitable employment could be eligible for these services.

TASK FORCE ON THE FUTUIC OF RURAL ILLINOIS

On March 20, 1956, Governor Thompson announced the formation of the Tas%

Fcr e on the Future of Rural Illinois. Led by Lieutenant Gcvernor Ryan, tne

Rural Task Force members held 22 public hearing:, and risitec or than 115

cities to listen to the concerns, views, and problems of small town citizen..;.

Major recommendations of the Task Force include:

Maintain the Rural Emphasis. This has lad to the creation of tie Rural

Fair Share Initiative, a permanent Rural Affairs Council within state

government, and the Illinois Institute fcr Rural Affairs.

Bolster the Rural Economy. The Task Force has urged the state to expand

its exporting efforts; help increase value added processing; continue to

address rural infrastructure problems; and promote rural tourism oppJr..unities.

-9-
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Strengthen Local Government. The Task Force urged the General Assembly to

eliminate the practice of passing state mandates without prcAding fur

appropriate financing. In additior, the Task Fore recommended that the

continued reliance on local property taxes as the primary source of financing

local schools shoulo be reduced. And finally, the Departmentg Commerce and

Community mi'fairs was encouraged- to help local leaders develop the ability to

best handle their resporsibilities, which are growing more complex.

Improve Education and Human Resources. The Task Force found a need for

creative approaches by rural schools to improve their quality of education --

for example, through teacher and program sharing. The Task Force also

recommends that state health and social service agencies improve their

services, possibly by increasing outreach and home care cervices. Finally,

the Task Force called upon rural health care systems to form cooperative

ventures to bring down costs, improve quality, and ensure timely services.

INVESTMENTS NFEDED IN RURAL AREAS

Using innovative programs designed for farmers and rural residents, the

federal government should lirect new financing into the rural areas of each

state. Financing is a critical component of economic development and

diversification for rural areas. In addition to the federal funds, private

investments must also be leveraged and directed to ru.11 areas.

The federal government should join state and local efforts to encourage

capital investment in rurol America. For example, banking regulations often

create barriers to the flow of capital to the opportunities available in rural

areas. Bark regulators have to classify risky loans in order to protect

depositors, but inadvertently this makes it expensive for banks to lend to

smaller and newer enterprises and to continue investments in farm production.

-10-
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The Glass-Steagall Act requires that banks cannot make equity investments,

which denies small firms a stable soLrce of funds. The result is that banks

are not encouraged to actively seek new customers and because of the small

return on agricultural investments and the low individual loan limits of rural

banks, many private lenders ire reluctant to invest in -rural AteeHca

NONPROFIT NATIONAL CORPORATIONS

I would encourage you to look for innovative ways to provide financing

assistance to rural Ame.-ica. For e.ample, Congress established the new

USDA/FmHA Financing Program (Nonprofit National Corporations Loan and Grant

program), which will provide up to $20 million of guarantee authority and

$14.5 m1 i i ion of technical and arant assistance to rural America f.r

development purposes. I am pleased that Illinois has been chosen to

participate in this new program. For this program to be successful, some

administrative flexibility is needed. Interest rates should be similar to

those allowed by the SBA Guaranteed Loan programs. Also it wculd be

preferable if the federal guarantee would cover 85 percent of the loan and not

the 80 percent. Increased flexibility over the form of the guaranteed bank

note is needed because of Illinois' six separate state banking regions.

Finally, as Illinois begins to qualify projects for financing, state and

federal government must 5e sensitive to the timing needs of each project.

Illinois normally processes its state companion loan applications in four

weeks, and would hope a similar time frame is used by the Farmars Home

Admiristration (FmHA) for its informational review.

It is important that federal assistance be flexible loan guarartees,

direct loans, grants or other forms of financing are needed and should be

managed by the state end local governments to ensure maximum effectiveness.

-11-
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Illinois' Nonprofit Nat oral Finance Corporations Loan and Grant Program

efforts, for example, will be targeted for rural development -- improving

business, industry, and employment in rural areas These strateg.es include

stimulating private financing of small businesses or self-employed operations;

financing traditional manufacturing and industry which are to* located in

rural areas and promoting agricultural diversification or value added

processing cf Illinois' agricultural products. These targeted investment

activities are consistent with the national purpose of the Nonprofit National

Finance Corporation prograr and also meet the State cf Illinois' needs.

State and federal funds at needed to finance revolving loan funds for

displaced farm workers seeking to develop their own small business or trade in

order to make a living. Financing new small firms in rural area; provides

displaced farmers an opportunity to use their technical skills in a new

business pursuit. These businesses can sometimes be operated out of the home

and often require financing under $25,000 in order to become capitalized. The

most appropriate type of financing for such firms is from a revolving loan

fund, financed in Part by Farmers Home Administration funds and by state funds.

Additional financing for more traditional business and industrial

expansions in rur, 1 areas would offer job opportunities to displaced farmers

and supplement the agricultural sources of rural family income. Financing in

the form of FmHA guarantees, direct state loans, and private assistance should

be available based on the particular financing gap experienced by the firm.

Adding new value to farm products is an additional method to promote rural

development. This strategy further serves to diversify rural economies from

sources other than cash grain, e.g., corn or soybeans. EAample of these types

of concerns might include commercial and value added agri-businesses, such is

alfalfa processing, ethanol production, egg breaking, meat orocessing, etc.

-12-
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TECHNICAL ASSISTANCE NEEDS

The federal government can also assist states in providing the much needed

management and technical assistance to rural individuals and commul;ties.

Funds are needed to train community leaders in rural areac. -- to help them

carry out their many important responsibilities. Rural commuigty officials

are often part-time and lack the time to develop the needed expertise. There

is a need to understand complex federal regulations and standards; handle the

problems associated with a dispersed community; and unfATiliarity with today's

more sophisticated economic development financing programs.

The missing link in many rural development projects is more and better

technical assistance. Large communit,es have available resources to contract

with firms or hire staff for such assistance. The smaller rural community,

however, needs a no- or low-cost source of staff or expertise which can

identify programs, regulations and procedures which are essential to the

community's development efforts. Federal support is needed for this technical

assistance and can be provided through state development agencies Technical

assistance directed to communities must include -- identification of

alternative agricultural and rural enterprise production options, feasibility

studies, market-based studies, engineering reviews, production v.alyses,

suggestions for alternative non-production land uses, business management

counseling and training programs, and entrepreneurial or self-employment

training and similar efforts.

CON:LUSION

The De,,artment of Commerce and Community Affa rs will contirwe its efforts

to increase economic and employment opportunities.

-13-
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Using the proven strategies of a stable tax climate, business loans and

technical support, and access to other types of financing, DCCA improves the

growth opportunities or Illinois firms. This is an important part of

revitalizing the economic base of all areas of the state.

Assistance, boti financial and technical, is essential to, e-development

of rural areas. The key factor, however, that will tie the resources together

is a working partnership between tP.e federal, state and local governments and

the private sector. Only through a joint effort can the revitalization of

rural areas become a reality.

I ccmmend you for holding these hearings and thank you for the opportunity

to speak.

NNM
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Testimony of Jim Hall

Governor's Office
State of Tenn, ..see

I would like to begin by summarizing some of the findings from a recent study

prepared by Tennessee's Advisory Commission on Intergovernmental Relations

o Tennessee's ur.mployt.ent rate has been consistently higher than the U.S.

since 1979.

o Rural areas experience higher unemployment and greater instability in

unemployment rates than urban areas.

o Nearly one-third of Tennessee's counties Are historically and persistently

poor.

o There is a strong relationship between income and level of educational

attainment; only 39 percent of the adult population of the poorest counties

finished high school compared to 58 percent of the richest counties.

o Poor counties are mostly rural

o Metro Areas have higher incomes, higher levels of educational 2.-tainment;

higher growth rates in population, sales tax collections, and per capita

incomes, lower unemployment, and rank higher overall in both the growth

index and economic health index.

o Non-metro areas have 34 percent o" their work f,rces employed in

manufacturing compared to 20 percent for metro therefore, the recent

losses in manufacturing jobs have had a greater impact on non-metro (and

hence, poorer) areas.

13o
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The problems that Tennessee has are increased by the disparity between the

urban and rural areas of the state. The major cities are close to or above the

national average in per capita income. The latest statistics produced by the

U. S. Bureau of Economic Analysis show that only two counties had a per capita

income above the national average. Both of these counties are in th, Nashville

metropolitan area When the state's metropolitan areas are taken as a whole, they

had a per capita income 787. of the national average. This is in sharp contrast to

the u4% for nonmetropolitan areas. Additionally, seven rural counties had a per

capita income less than half the national average, while another 34 countries had

per capita incomes between half and two-thirds the national average.

Accoriing to a study by the U S. Department of Agriculture, Tennessee has 27

counties that are classified as areas with "still persistently low-income"(SPL1).

About two-thirds of these counties are located in the Appalachian region of middle

and east Tennessee and are concentrated along the Kentucky border; the remainder

are in west Tennessee.

There is a close relationship between the urban/rural nature of a county and

the income level. The greater the percentage of a county's population that is

rural, the lower the per capita income. This tendency holds true for the SPLI

counties. all 27 counties have at least half their respective populations classified

as rural; 15 of the 27 counties are as 100 percent rural.

One indication of the dilemma faced by these low income counties is revealed

by a comparison of the relative income level with educational attainment. A

recent study has shown that 15 of the lowest income counties also have the lowest

educational attainment. In addition to the relationship between education and

income, there is also a strong relationship between education and unemployment,

the higher the unemployment rate, the lower the educational 'evel.
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Other signs of the disparity between the urban and rural areas of the state

are the level of unemployment and the employment growth patterns. The nonmetropoli-

tan area Unemployment rates have been consistently higher than metropolitan rates

since 1973. In 1985, the metropolitan areas had an annual average unemployment

rate of 6.3%, while the nonmetropolitan areas' unemployment rate was 11.4%.

A slowing down of employment growth occurred before the 1980 recession and

may be related to the exportation of manufacturing jobs and the chronic problems

of American agriculture. The post-war growth of manufacturing (particularly

non-durable manufacturing) in rural Tennessee probably sustained small family

farming by providing alternative and supplementary 'ployment for farm families

The simultaneous decline of manufacturing and farming has contributed significantly

to higher levels of employment in many rural areas. Moreover, persons whose job

skills are limited to farming and traditional manufacturing will experience

limited reemployment opportunities except in low wage service jobs.

Current growth patterns are increasing the disparity between urban and rural

areas. Employment in urban areas increased 5.7% from 1980 to 1985 and 2.8% in

rural areas. During this time period, most of the counties in Tennessee that

experienced rapid employment growth were in middle and easZ Tennessee. The

largest concentration of low employment growth counties were west of the Nashville

metropolitan area. Most of the counties that experienced employment losses also

experienced losses in manufacturing employment. The concentration of job losses

in manufacturing that occurred in the rural counties of upper west Tennessee were

primarily in the nondurable goods industries, those hit by foreign competition.

In manufacturing, jobs reached an all-time high in 1979 then declined drasti-

cally and have not returned to the 1979 level. Altaough there was a short-term

upward trend in 1983, jobs decreased again during 1984. As a result of recent

slow employment grown trends, 52 Tennessee counties (47 in nonmetro areas) had

greater than 10% unemployment in 1985, compared to a national average of 7.2% and

a state avera_e of 8.0%.
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Because of the lack of employment opportunities in rural areas many people

are forced to move to urban areas or commute long distances for wo*v Without

aufficient employment opportunities in our state's rural areas, many of the

communities in theses areas will not be able to survive.

To correct three long term problems a new approach to economic development is

needed in Tennessee, especially in rural areas where unemployment has remained

high and income low. Little thought has been given to what type of infrastructure

would best suit a small community. Even less consideration has been given to what

type of industry should be recruited or business development assistance provided.

Expensive investments have been made for water and sewer lines, rail spurs, access

roads and industrial spec buildings and property, only to recruit companies that

produce non-durable manufactured goods. The result has been apparel and textile

industries dominating Tennessee's rural economy. Now, widespread plant closings

have left many communities with few jobs, low skill levels among workers, and

little hope.

To solve these problems, a cooperative effort between the state and federal

governments will be needed. In Tennessee, we have devel.ned several programs that

we feel will aid in the economic development of the state. First, we have initiates'

a venture capital program to assist in the start-up of new industries. Second, we

have im lemented a better schools program to improve teacher pay and increase the

quality of elementary and secondary education. Third, we have started a massive

road improvement and construction program that will improve access to the rural

areas of the state Fourth, we will be Implementing a housing program to make it

possible for low income families to have access to decent housing. Fifth, we will

be implementing an indigent care program to insure that low income persons will

not be delied access to the health care 3yFtem. Sixth, we will be prepa.ing a 95

county job plan to coordinate all of the state's development programs and to serve

as a guide for the formulation of economic policy.

1 9 a
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One of the most important parts of our economic development initiatives will

be a series of cabinet meetings that our Governor will be holding across the

state. The purpose of these meetings will be t, learn what Tennesseans are

concerned about and focus our state programs to address those concerns.

From the federal level we would like to see support for rural development in

the form of programs to assist the small businesses. One area where assistance is

needed is in the financing of new businesses operating expenditures. A program

that would provide support during the crucial startup period would insure that

more small businesses surs.:ve and contiaue to provide much needed employment in

rural areas.

To summarize, the primary problem that we face in 1....-nessee is one of uneven

economic growth across the state. The challenge we face it to manage growth in

areas that are doing well and stimulate growth in the areas that are not.

78-346 0 - 88 - 7
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STATEMT By ALICEhM WOHLBRUCK, CN BEHALF OF THE NATIONAL ASSOCIATION OF comossm
ORGANIZATIONS (NADO), BEFORE THE SUBOOMITTEE ON CONSERVATION, CREDIT, AND RURAL
DEVELOPMENT OF THE COMMITTEE CN AGRICULTURE, UNITED STATES HDUSE OF REPRESENTATIVES,

MY 19, 1987

Mr. Chairman, members cf the Subcommittee on Conservation, Credit, and Rural
Development I am Aliceann Wohlbruck, E..ecutive Director of the National Association of

Development Organizations (NADO).

I would like to thank you Mr. Chairman and the ranking minority member Mr.
Coleman for inviting NADO to be represented at these he.:ings today. our members are

aware of your leadership in gaining better understanding of the needs and problems

faced by rural communities. We are grateful for the oplooTtunity to comment on the
problems facing rural communities and the rural development legislation pending before

the Subcommittee. We offer our association's assistance as you refine the bills and

gain passage of them.

NATIONAL ASSOCIATION OF DEVELOPMENT DWANIEATIONS

MOD was founded in 1967 by a grow of economic development distt.cts to
encourage the creation and retention of jobs in rural and mall metropoli,m areas.
Today our members are rulti -county planning and developnent organizations and other
state and local agencies which help local governments and the private sector work
together on business, community, economic and rural development programs. With a

small Washington staff and a strong grassroots network NADO carries out a number of

information, training and service functions.

Among our members are the Southwest Tennessee Development District whose
Executive Director George Boyd serves on the NADO Board and the Green Hills Regional
Planning ,Umnission whose Executive Director Michael Johns serves as MAW Secretary.

DEVELOPMENT DISTRICTS

For thousands of cannunities, development district staffs provide the only
professional assistance bo governnents, businesses and citizens in the field of

economic development. By working cooperatively through development districts, local
governments and the private sector can maintain and create jobs with a minimum of

control from Washington and maximum local participation. Development districts have

became an essential part of the "Insti,utional Infrastructure" in such of rural
America.

For small metropoli. and rural communities, the Farmers Home Administration

(BMA) non-farm programs, Economic Development Administration (EDA), Appalachian
Regional Commission (ARC), and Small Business Administration (SBA) are the federal
development programs which have been of the greatest value.

19
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EiIOWOMIC Q?7DITI0ILS VARY WIDELY

WADO's embers serve rural and snail metropolitan areas across the country.
In the areas when our members work, they are concerned about the economic well -being
O ;a aubetalt region rather than a single jurisdiction. If a rural (or urban) area's
econasy is depressed aid its resources are under- utilized, the entire country should
be concerned ad efforts should be made to help people to ( prove their situation.
Over the past 20 years the professional staff of regional organizations has helped
local people to create ]abs by making Public investme,ts which encourage Private
investment.

DISTRICTS PROVIDE ASSISTANCE TO 99.1L BUSIMPSS THROUGH SBA PROGAMS

One example of how districts serve as a development resource is our
involvesent in the SBA Section 503/501 program. Approximately half of the Bull
Business A' ninistration's Section 503/504 Certified Development CCir ais ies were
establiaht9 on a regional basis by developnent districts. By using the 503/506
program, many smell businesses have been able to obtain guaran teed loans for fixed
asset financing in canbination with private funding. Without the institutional
infrastructure established by ID?, certified development corpany financing would rot
be available in small metropolitan slid rural areas.

RURAL ECONOMIC OEPRE.SSIOW

I would like the sibcanmittee to consider the particular problems which
continue to be faced by many rural areas aid snail cities.

The general eronomic recovery of the past several years has bypassed manyrural areas. In each region of the country, the metropolitan areas are outperfon ing
the rural areas. Preliminary results of a survey done by the Appalachian Regional
Cam ission on the economic curditions of 11 of the ation's counties from 1970 to the
mid- 1980's show that a two -tier econony is developing. Their study shows that the
econanies of a large number of counties extending true Canada to the Gulf of Mexico
are performing poorly. The urban areas of the East and West and sane areas in the
South are en]oying econanic prosperity, but rural areas in the same regions are notfaring as well.

Sane of the findings in the tidy include:

It is evident that the benefits of the recovery aid prnsperity in the United
States are not being a:]oyei to the same extent in all areas of the country.
Some regions are clearly endowed with a higher number of better-performing
counties than are other regions.

* In each region of the country, the metropolitan areas are outperforming the
rural areas. The decade of the seventies saw a short -lived surge in growth in
rural counties and snail towns, which was a reversal of the farm -to -city
movement that stattei at the beginning of the century. By 1980 the trend
reversed ad ouu igration fran rural areas wet again the norm.

The effect of the decline in manuf,.cturirg eiployment in the U.S. is
markedly evident. Areas that deperxl& on traditional manufacturing have bee,
shaken by the dnnd'.ing relative role of manufacturing as an arployer in the
U.S. econary.
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Those areas that are still heavily dependent an textiles, apparel, shoes and

wood products as a source of manufacturing growth arc losing out.

In addition to tie proolems identified in the ARC study, there are serious
problems in many of the extractive industries such as mining, timber and fishing which

are located in rural areas. Except fox precious and strategic minerals, the mining

industries throughaat the country are having major problems. In the timber industry

employment has been lost because of mechanization and import competition.

The growth of the service econcmy is also bad news for rural areas. Both

business and personal services depend an large numbers of businesses and people as

cutromers. Professional service providers depend on state-of-the art communications

and good transportation. One of the results of deregulation for rural areas is the

loss of airline service and inadequate systems for high-technology :manemission by

rural telephone cartaanies.

Experts say that there is a rural economic crisis in all but 20 to 25 percent

of nonnetropolitan counties. Rural areas that are ptaapering include resort and

retirement areas that are enjoying an inflow of private and government pension and

Social Security money.

Recently the media have reported a renewed optimism in the Farm Belt because
of rising commodity prices, more farmland being sold and an apparent plateau in farm

debt. However, The Wall Street Journal in a May 11 article headlined "Farm Optimism
Rises, but Woes PersTiEw TiE117-edTioE--6St the problcoe are not over:

But the recovery is largely a governmen. -funded mirage. Farmland prices in

most regions are still sliding, and tne nation's two larger farm lenders are
still holding foreclosed acreage the size of Hawaii off the market for fear of

worsening the skid. Fain failures in parts of the Midwest are still running

at 2.7%, down only slightly fran the disruptive rates of the past two years.
And perhaps most important, government farm spending, projected at nearly $26
billion this year, is holding steady at levels far off the historical charts.

THE NEED FCR FEDERAL INVESIIIENTS IN DEVELOPM'1JT IN RURAL AMERICA

We believe that the federal government has a responsiblity to encourage, in
fact to foster, economic development and economic diversification in rural and urban

areas. Not all oomnunities are equally endowed with economic resources and the
effects of broad macro-eonomic policies do not fall evenly across the land. Many big

cities and major metropolitan areas are now experiencing an urban revival thanks in

part to federal investments through program; like the Community Development Block

Grant and Urban Development Action Grant programs.

For email metropolitan and rural communities EDA is the federal development

program that has been of the greatest value because of the types of assistance that it

makes available for planning, technical assistance, public works and revolving loan

funds. We are pleased to see similar types of assistance would be made available
through the Department of Agriculture under Mr. Jones an' Mr. Coleman's bi.ls.

3
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The federal funds which are provided by EDA, are investments returning tax
revenues, not one-shot expenditures. EDA dollars help ruiiirgii7reate lobs,
improve incomes and leverage private sector funds. We are pleased that EDA, although
much reduced in the past seven years, is now focusing more of their remaining funds in
rural areas. However, it is clear to us that much more than the current $200 million
in the total EPA budget will be required to halt the economic deterioration in many of
our nation's rural cammmities.

FEDERAL CEVELOPMENT PROGRAMS FOR RURAL AREAS DRASTICALLY REDUCED

Federal grant and loan programs of considerable concern to NADO members were
cut by 61 percent from 198P to 1987. The Reagan administration's fisral 1988 budge,
would bring the reduction since 1980 to 67.5 percent. Nearly one-third of the
reduction from 1980 to 1987 was the termInation of General Revenue Sharing, but the
rest of the cut was spread among many smaller programs. The fact is that the
Administration and the Congress have eliminated same programs and severely curtailed
others, including ,DA, NC and PmHA. Attached to this testimony is a chart showing
the dramatic decline in funding for rural development programs since 1980. The 1988
column shows What has been requested by Presidem Reagan for the coming fiscal year.

EDA, ARC, AND EMHA PROGIAMS PRE MOs: imparnua TO RURAL AMERICA

A NADO staff examination of the flow of federal funds to localities for
Infrastructure-related purposes reveals the importance of Ecoramtc Development
Adninistration (EDA) Appalachian Regional Commission (AWL), and Fanners Hame
Atninistration (FM19.) nonfarm programs to rural Terence. In the wake of the
termination of General Revenue Sharing, Lural cannunities are facing continuing
threats to federal aid for infrastructure-related functions important to their
economic futures. Sane would-be federal budget cutters and policy arbiters would
eliminate EDA, ABC, and PmHA nonfarm, rural development programs and reduce hot'
Community Development Block Grants (GONG) and Environmental Protection Agency iPA)
wastewater programs. In the absence of EDA, ARC, and EMMA programs, CMG and EPA
wastewater grants would be the only federal funding sources for important
infrastructure projects.

An analysis of the total of both CDBG (entitlement and nonentitlement) and EPA

(Construction Grant., for Wastewater Treatment Works, 205(3) Water Quality Management
Grants, 205(g) Construction Management Assistance Grants, and State and Interstate
Rate, Pollution Control Program Grants) funding allotments Shows that 13 states New
York, California, Illinois, Pennsylvania, Ohio, Texas, Florida, Massachusetts, New

Jersey, Michigan, Indiana, Maryland, Missouri plus Puerto Rico) got 65.1 percent of
the ftscml 1986 funds. The other 38 states got less than two percent, for a total of
34.7 percent. More significantly, 21 states got less than om. percent each, for a
total of only 10.2 percent. For this latter group of predominantly rural states,
funds from EDA, AMC, and Smia are very important. Relatively small grants and loans
from these three sources loan larger .n the context of limited amounts from CDBG and
EPA.

4
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Below the statewide level, EDA, ARC, and FW are particularly important to
distressed rural areas. In the aggregate, over 70 percnt of the CDBC funding and
perhaps 75 percent of the EPA money goes to metropolitan aties and cointies. On a
strte-by-stato basis, the small cities' share of CDBG funds is as little as eight
permit. In more rural states the percentage of funas going to nonmetropolitan
communities may be high but the dollar mount is relatively small. Several states
received less than $1.5 million in npnentitlement CMG funds in 1986.

THE NEED FOR IMPLEMENTATION OF EXISTING RURAL DEVEDDPMENT LECISLATION

On behalf of NADO members who daily face the problems of helping local

governments and businesses survive at the grassroots level, I thank you Mr. Jones aid
W. Coleman for Introducing bills designed to provide a comprehensive framework for
rural development within the Department of AgrIculture.

This hearing and the bills introduced by the committee members offer an
excellent opportunity and focus for remanining and refining e fing steutory
authorities. For example, there already is a reguirenmmt that al areas be given
first priority in the location of new federal offices and Emil. es. This has been
on the books since enactment of the Agriculture Act of 1970 with little real effect.
Perhaps there should be sane refinement to make the requirement effective. Maybe the
relocation of existing facilities should be included and the focus should be on
distressed oannunitites, both urban and rural, in order to broaden support in the
Congress while addressing a real problem.

We agree with the authors of tense rural development bills, that the U.S.
Department of Agriculture must becane involved in ron-farm development programs.
However, we are fearful of putting all of our rural development eggs in am basket.
Just as urban areas receive development assistance through various federal

departments, we believe that rural cammities must be eligible for various types of
federal assistance. Rural casnunittes must continue to be eligible for transportation
assistance frum the Department of Transportation, for mall business assistance and
from SBA, for econanic development funds from the Department of Cannerce, etc. In the
past several years we have seen this subcannittee add banding for ma-farm EWA
programs and then watched USDA reprogram the funds to agriculture.

Although others may disagree, one long -time USDA rural development official
(Joseph C. Doherty in American Lard Form Magazine Fall 1986) has the following
camentary to offer:

Is USDA tae moat appropriate place bp center leadership of the rural
development process? Despite all that the department has accanolished, it
remains predominantly a service and support agency for U.S. commercial
agriculture. Only one Secretary in 30 years showed a personal and continuing
interest in balancing farm programs with the variety of oommunity unprovement
endeavors that make up the the rural development process. In 1986 there is
almost as little interest in the subJect at policy levels in USDA as there was
before Under Secretary True Morse got things stn tad 30 years ago.

5
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NACU was one of the groups uho supported enactment of the Rural Development
Policy Act of 1980, and ws had high hopes that the Office of Rural Development Policy
and appointment of In Under Secretary for Rural Development would lead to USDA

leadership ir the field. Unfortunately we have seen the Office of Rural Development
Policy abolished and the Under Secretary's position filled only on an acting basis for

almost a year. Simply moving boxes ,,round on an organization chart will not help

rural communities who face declin.ng revenues and popu.ation losses.

Omplias can lbed the USDA horse to the rural development water, but they

cannot make it drink.

We rapport the requirement for a GAO analysis of existing rural progress in

the hope that this will loud to congressional action requiring the Administration to
implemmt and fund currently authorized pray. ins. As you can see from the attached

NADU budget am7t9iis, the Reagan Administration has callei fo. elimination of
virtually every existing program for rural development.

While volunteerism and private sector participation are essential to the
success of rural development, NRDO believes that federal money will be needed to help

bring beck Oc retain economic stability in rural communities. Our members will do

their best to support authorizing legislation such as proposed by Representatives
Jones and Coleman, but we are most concerned at this moment whether the budget and
appropriations committees will ass fit to include actual dollars for implementation.
The Reagan Administration has told the Congress that money is needed for defense and
for foreign aid, but rural citizens are told to pick themselves up by their bootstraps

and use volunteers.
The three highest priorities for funding for rural development purposes are:

Grants to rural organizations for establishment of revolving loan funds to

help provide capital to create private sector jobs;

Grants and loans for needed infrastructure including roads, bridges, water and
sewer and related community facilities in rural counties and communities;

Grants to locally-based organizations to provide management assistance for

local governments and mull businesses in rural areas.

WHY ARE YEDESAL RURAL DEVELOPtelr PROSOMS NEEDED?

A. A traumatic restructuring of the rural economy is row underway. Study

after study is now showing that the economic recovery has by- passed rural America and
that the U.S. is developing a two-tier economy -- an expanding urban one and a

dtzlining rural me.

B. Rural areas and their local govennents have few or on development
professionals to help then create and retain private-sector Jobe.

C. Prom 1980 to 1567, federal programs designed to help rural development were

cut a much greater percentage than those targeted to urban areas.

D. Because of the downturn in agriculture, rural governments are beginning to
efte a decrease in property tax collections as the value of lard declines and more

farmers are going tenkript. The aggregate value of farmland fell 35 percent ($271

6
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billion) between 1981 and 1986. There has also been an increase in the interest rates
that rural localities pay on bonds they issue.

E. The farm bill may help farmers but worsen the outlook for rural communities
because it encourages fanners to idle more acres of farmland which will result in a
decrease in farmers' purchases of eguipmentand inputs.

F. Experts believe that recovery in the agricultural sector is three to five
years away. While the full effect of the farm crisis has not yet been felt, seven
very rural states--Alaska, Louisiana, Wyoming, Texas, New Mexico, Oklahoma, and North
Dakota--actually saw a decline in their real per capita income during 1986. In
addition, depressed petroleum prices have reduced incomes in rural areas dependent on
employment in coal, oil and natural gas production.

G. International competition in traditional rural manufacturing, e.g.,
cloting and textiles, has literally destroyed the economic bases in many rural
communities.

H. It is highly unlikely that state governmencs will be able to fill the
financial gap that is being created by the downturn in the rural economy. Total state
tax receipts declined in ten states fox the year ending in September 1986 versus the
year ending in September 1985 (Alaska, Kansas, Louisiana, Minnesota, Montana, North
Dakota, Oklahoma, Oregon, Texas, and Wyoming). State corporate net income tax
receipts fell in 22 states. Already this year 23 states have been forced to reduce
their budgets reflecting the umpact of widespread recession conditions. For example,
the State of Missouri not only cut the budget but also raised taxes, and the State of
Tennessee has reduced the number of state employees.

comusioN

NAro's members throughout the country stand ready to assist the members of
this Subcommittee as you refine the pending legislation and seek the support of your
colleagues on other committees in the House and Senate. We are delighted that the
bills introduced by Mr. Jones and Mr. Coleman recoynize the need to revitalize rural
America through non-farm development programs, and look foreward to working for not
only authorization but also appropriations and implementation in the coming fiscal
year.

(Attachment follows )
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STATEMENT
on

RURAL DEVELOPMENT INITIATIVES IN H.R. 1800 AND H.R. 2026
before the

SUBCOMMITTEE ON CONSERVATION, CREDIT, AND RURAL DEVELOPMENT
of the

HOUSE CONMITTO ON AGRICULTURE
for the

U.S. CHAMBER OF COMMERCE
by

Stuart B. Hardy
May 19, 190

The U.S. Chamber of Commerce welcomes this opportunity to state its

views on the rural development initiatives contained in H.R. 1800 and

H.R. 2026. This subject is of great interest to the Chamber because of its

close relationship with several thousand local chambers serving rural

communities and because many member companies are located in nonmetropolitan

areas of the country. Moreover, the Chamber represents all segments of the

agricultural chain, including supply industries, farm and ranch pzoducers,

commodity traders and brokers, and food and fiber processors, distributors,

wholesalers, and retailers, many of whom contribute to and depend upon the

rural infrastructure.

There is ample evidence that rural America has not fully participated

in the current robust expansion of such of the rest of the U.S. economy. For
1/example, recent analysis by the Federal Reserve Bank of Kansas City shows

that during the 1960's and early 1970's, per capita income in nonmetropolitan

counties was beginning to approach per capita income in metropolitan areas.

Since 1973, however, the income gap has begun to increase as city incomes have
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grown at a faster rate than rural incomes. With respect to farm dependent

counties, the study shows that real per capita income has declined on an

average annual basis since 1973. Rural areas--especially areas dependent on

agriculture and other primary industries have lower incomes, fewer job

opportunities, higher unemployment rates, and fewer government services than

metropolitan areas.

Much public attention has been focussed on farm problems in recent

years, and with good cause. Recession in the farm belt, the oil patch, and in

mining and timber regions has put enormous stress on thousand-) of rural

communities. In such cos =titles, all rural institutions, including schools,

hospitals, retail busi , banks, and churches, are feeling the ripple

,ffects. While farm programs are important, it is also appropriate that

Congress address the full scope of structural change in rural kmerica. The

Chamber, therefore, appreciates the Subcommittee's intereat in fashioning

policies to revitalize distressed rural communities.

Nab:it/Private-Sector Partnership Is Needed

The two bills ender consideration today, H.R. 1800 and H.R. 2026,

recognize that the federal government alone, while an important part of the

total quation, does not have the resources or the wisdom to impose a rural

solution from Washington, D.C. Rather, the most effective role of the federal

government is to use available financial resources to leverage and mobilize

far greater resources in the private sector and in stets and local government

An example of this federal-local-business partnershipand one in which

chambers of commerce have been enthusiastically involved--ip the Main Street

program. Begun seven years ago by the National Trust for Historic

Preservation to restore the economic health and vitality of small cities and

towns, the program has helped over 100 communities in 11 states to transform
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decaying buslaess districts into thriving commercial actors. The program

involves very little federal expense. It is not e grant program but a program

of technical assistance that helps local communities identify the means and

methods of restoring their downtown centers.

Both H.R 1800 and H.R. 2026 would strengthen the public/private-sector

partnership in several important ways. H.R. 1800 would authorize the Rural

Development Loan Fund to make funds available for five years for relending by

local public and nonprofit private organizations to stimulate prowth in

distressed communities. H.R. 2026, Title II, provides for needed cooperative

agreements with the states.

Rural Issues Merit Greater Priority

When the U.S. Department of Agriculture was established 125 years ago,

most Americans lived on farms and ranches. The terms "r,ral" and

"agricultural" were so synonymous that President Lincoln dubbed his new agency

the "people's department" because its programs directly served the majority of

our population. Today, about 64 million Americans live in rural areas

(nonmotropolitan counties) and less than one-tenth of this number lives on

farms or ranches. Clearly, the economic problems confronting rural citizens

encompass far more than agriculture and, in the Chamber's opinion, require

sore attention from pol4cymakers than they are nom receiving in the Department

of Agriculture or the Executive Office of the President.

This does not mean that less attention or resources should be devoted

to production agriculture. In fact, farmers and ranchers would beiefit from

H.R. 1800 and H.R. 2026 br, of the interdependence of farms and local

communities. Farm familie3 depend on Learby towns for needed production

inputs, for marketing and transportation services, and, increasingly, for

off-farm employment. Similerly, agriculture and other primary industries

continue to provide the economic base for several thousand rural communities.

The rural infrastructure of facilities and services is one of the most
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isportant elements contributing to agricultural competitiveness in world

markets. This infrastructure Rust be maintained and improved if U.S. farm

products are to meet the challenge of fierce competition in the global food

and fiber system.

Titles I and VIII of H.R. 2026 would increase significantly the pr.file

and visibility of rural functions of the federal government by establishing a

Rural Development Administration in the Department of Agriculture and a

Special Assistant to the President for Rural Policy in the White House. To

assure that the reorganization and upgrading of rural functions accomplishes

the goal of a more cost-effective, efficient and streamlined rural policy, the

Subcommittee mey wish to consider expanding the Cosptroller General's report,

provided in Section 108, to include a thorough analysis of the various

reorganization options and their potential impacts on the decisionmaking

process.

Rural Leaders Deserve Support

Since the early 1980's, rural local governments have been caught

between lover federal financial aid and a falling tax base. The drop in

farmland values has had an especially depressing effect on communities whose

tax base is primarily agricultural land.

Rural leaders in the public and private sectors need greater technical

support to meet the challenges of major structural changes occurring to their

local economic base at a time when public revenues are stagnant or declining.

H.R. 2026 would address this need by providing rural leaders with information,

training, and education aimed at improving fiscal and sanagement skills and

increasing awareness of policy alternatives. Many rural governments are led

and staffed by part-time or voluntary personnel. These local decision-makers

need technical and educational assistance to identify and implement methods of

2 0 7
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increasing Jcbs and income. They need halp in emceeing their situation in a

realistic manner. They need help in determining how to cut unnecessary

exondltures, seeking diversification in their uconomic base, building upon

the aseets that they already p , and considering how natural resource

industries can add value locally. H.R. 2026, in particular, would address

this used by establishing a National Rural Assistance Information

Cleatinghouse and by providing for rural technology centers and agriculture

action centers. The five year pilot program called for in H.R. 1800 would

also provide r-4eded support for rural leaders.

More F?ez'bility Needed in Federal Rural Folic

nitre le enormous social and economic diversity in rural America. To

be effective, federal rural policy must be sufficiently flex1Lle to serve the

very different needs and opportunities of fundamentally different

communities. Moreover, the increasing globalization of the

ecoadey- -especially in financial markets and the sectors of energy and

asriculture --means that Wachington has less and less control over the forces

that shape and change local businesses.

H.R. 1800 and H.R. 2026 would respond to the need for a flexible,

accommodative rural policy by giving governors and local leaders sreater

discretion in the deployment of federal resources. In particular, the Chamber

applauds the block grant approach contained in H.R. 2026.

A Secondary Market for Farmland Mortgages Would Help Rural Communities

Finally, the Chamber would recommend one additional tool for rural

reeltallzation not included in either H.R. 1800 or H.R. 2026 but under

consideration by the Subcommittee. It respectfully urges the Subcommittee to

approve legislation to facilitate the formation of a private sector secondary

2O
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market for farmland mortgages. A secondary market, if properly structured,

would lower interest rates for borrowers, stabilize farmland values, and

provide rural banks with greater capitalization for investments in the

community.-
2/

The formation of a secondary market is an essential part of

any strategy for rev'talizing rural America.

Thank you for this opportunity to present the Chamber's views to the

Subcommittee.

1 /Mark Henry, Matz Drabenatott, and Lynn Gibson, "A Changing Rural
America," Economic Review July/August, 1986, Kansas City Federal
Reserve Bank.

2 /See Stephen C. Gabriel and Pual T. Prentice, Preserving the Value
of America's Farmland: An Economic Analysis of n Secondary Market for
Farm Mortgagee. Farm Sector Economics Associates, March, 1987.

(Attachment follows:)

2
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The U.S. Chamber of Commerce is the world's largest

federation of businemm companies and associations and is the
principal spokesman for the American business community. It

reptesents approximately 180,000 busi and

organizations, such as local/state chambers of commerce and
trade/professional associations.

More than 91 percent of the Chamber's members are small
business firms with fewer than 100 employees, 58 percent with
fewer than 10 ampl,yees. Yet, virtually all of :he nation's
largest companies are also active members. We are
particularly cognizant of the problems of smaller busi
as well as issues facing the business community at large.

Besides representing a cross section of the American business
community in terms of number of employees, the Chamber
represents a wide management spectrum by type of business and
location. Each major classification of American
business--manufacturing, retailing, services, construction,
wholewaling, and financenumbers more than 11,000 members.
Yet no one group constitutes as much as 29 percent of the
total membership. Further, the Chamber has substantial

membership in all 50 states.

The Chamber's international reach is substantial as well. It

believes that global interdependence provides an opportunity.
not a threat. In addition to the 56 American Chambers of
Commerce Abroad, an increasing number of members are engaged
in the export and import of both goofs and services -,d have
ongoing investment activities. The Chamber favors
strengthened international competitiveness and opposes
artificial U.S. and foreign barriers to international

business.

Positions on national issues are developed by a cross section
of its members serving on committees, subcommittees and task
forces. Currently, some 1,800 business people participate in
this process.
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STATEMENT OF THE AMERICAN FARM BUREAU FEDERATION
BEFORE THE HOUSE COMMITTEE ON AGRICULTURE

SUBCOMMITTEE ON CONSERVATION, CREDIT AND RURAL DEVELOPMENT
REGARDING RURAL DEVELOPMENT

May 19, 1987

Farm Bureau has had a long history of involvement in rural
development. Farm Bureau leaders and members all across this
country are active members of school boards, trustees of crAeges
and universities, county boards of supervisors, economic development
commissions, the boards of lending institutions and many hold elected
offices. These are the institutions and activities that impact rural
economic growth.

We have always believed that rural or any economic development
is best done by local people. Farm Bureau welcomes the new national
interest in rural development. At the same time, we caution Congress
to be very careful not to advance federal programs which would compete
with those long standing state and local efforts and initiatives that
have served the nation and rural areas well.

Federal rural development programs should be confined to those
that support, not interfere with, local programs and private sector
activities already underway.

We all know that it is not possible to have rural economic growth
without having overall economic growth and an expanding U.S. and world
economic pie. In this regard, one of the best policies for rural
eevelopment would be for Congress not to pass protectionist trade
legislation.

Trade protectionism is a dead end street for farmers given the
fact that farmers contribute favorably to the U.S. trade balance. In
addition, farmers rely heavily on imported farm inputs such as fuel,
fertilizer, and machinery.

Farmers would also like assurance from Congress that their
markets will never again be disrupted by embargoes, which sent shocks
throughout the rural economy and left farmers with follow-up policies
to offset the embargo, which messed up farm markets by raising loan
rates and increasing storage programs.

Another assurance that farmers would like is to have Congress
stay the course on the 1985 farm bill and, once and for all, bury the
idea of mandato..i production and marketing controls. In modern terms,
advocating rural development through the likes of the Gephardt-Harkin
bill is an oxymoron. Should a control plan be adopted, rural
stagnation and decline will rapidly follow.

Since inflation control has had very favorable effects on farm
production expenses and thus farm income, we do not believe that we
should give up the inflation fight.

211



207

Page 2

It is true that controlling inflation reduced land and other
asset values and caused some major adjustments in farmer credit
practices. At the same time, lower asset prices have been beneficial
to young farmers trying to get started farming. This is important to
farmers who wish to sell out or allow their sons and daughters to buy
into their farms. Rural development is better served when farms and
ranches are kept competitive and transferable from one generation to
another.

Keeping U.S. farms and ranches competitive could be substantially
improved by Congress and the Etecutive Branch coming to grips with the
plethora of laws, rules and regulations that strangle the use cf basic
farm inputs and add measurably to our cost of doing business.

We must remember that farmers Lre now cor7eting in a world
marketplace with producers from other countries, who do not have the
same restrictions on farm input uses and farming practices that we
do. Congress should not expect farmers to pay the full price for
environmental purity.

Greater truck deregulation would have a beneficial impact on
rural economic development. Deregulation has on balance been good for
railroads through reduced overhead capacity and the ability to make
confidential rate contracts. This latter feature of rate deregulation
has been very beneficial to farmers in the grain belt by stren.zhening
prices. Efforts to make rail contracts public should stop.

Biotechnology holds substantial potential for dealing with
environmental issues. Most reports indicate that the U.S. is falling
behind the rest of the world in biotechnology leadership. We have a
world class agriculture that is looking for national policy leadership
in the rapidly emerging field of biotechnology If we are not
careful, other nations will seize this international opportunity.
Biotechnology could hold substantial benefits for rural America, if we
focus on the positives, rather than the nelfatives.

Economic progress and wealth creation are basically slow
processes. Whenever government has tried to artificially speed this
up, it has failed. The inflation of the 1970s is the most recent
experience. We are still °eying the price. Inflation distorted
all price and cost relationships and led to state and local spending
and tax burdens that are damaginr rural development in many parts of
the country. Some rural states 1. e experienced greater economic
stability than others during thee ifficult times in U.S.
agriculture. Part of the reason i ,is stability has to be found
in the greater balance among agric , commerce and industry. The
more attractive business climate in states is also part of the
economic stability in some rural ar

We have learned some basic economic lessons in recent years.
One of these lessons has been that tax rates--local, state and
national--exert a powerful impact on economic development and growth.
When individuals are allowed to Veep their income and wealth, more
real jobs are created trid economies boom.

214:
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We are in the age of privatization. Good things have happened
in the U.S. and abroad wherever government has relinquished its
traditional acts -Sties to private sector operations without a loss of
services. Every avenue should be explored to find opportunities to
privatize present rural d:tvelopment programs. New programs should
also meet the test of privatization

Farm Bureau does not come before you today with a laundry list
of requests for new programs for rural development. To the contrary,
we believe that there are quite a few major policy initiatives which,
if pursued by congress, would be of tremendous economic benefit to
farmers, rural fmerica, and the nation.

For FY 1981 -1987 federal spending on annual programs equaled $918
for every rural person, $131 per person per year. Over $21 billion
were spent on funding and loans for rural electrification and
telephones (REA). Funding, grants and loans for rural housing and
development projects totaled almost $34 billion. The $55 billion
total does not include federal farm program outlays.

Farm Bureau believes that, given the overall problem in
controlling federal spending, it is time for all of us to see what can
be done to bring about true economic development in rural America and
the nation through policies and programs that will not cost additional
tax dollars.

Stopping trade protectionism, reducing the regulatory burden on
farmers and businesses in general, staying tLe course in farm policy
toward a market-oriented agriculture, giving international leadership
to agriculture and the nation in biotechnology, encouraging the
Federal Reserve toward stable, noninflationary money growth and
reducing the deficit through spending restraint not tax hikes--would
be a good start for a national rural development program.

Thank you for the opportunity to present Farm Bureau's views on
this important topic We look forward to working with Congress on
rural development programs.

2lo
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The State of Missouri is a recipient of funds for mental health ootreach

programming under Section 1440 of the Food Security Act. The Unversity Co-

operative Extension Service will administer this project with the cooperation

and support of five community mental health centers serving northern and central

rural areas of Missouri.

The objectives of the Rural Community Service Project, through the act-

ivities of coordinators in each service area are.

1. Coordinate, organize and serve as a liaison among local resources,

agencies and community groups - providing information on current

rural community issues and assessed needs of rural families,

2. Consult on mental health is ,x and needs with local clergy, physicians,

school personnel and other care providers,

3. Establish community support groups to allow persons to develop self-

guided, educational networks of mutual support for dealing with rural

issues and personal stress.

21
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4. Seek out individuals and families needing professional mental health

services and initiate referrals,

5. Monitor the stress level and emotional climate of rural communities

and provide a%ailable resourc.s to reduce the impact of these con-

ditions,

6. Conduct community awareness and educational programs,

7. Facilitate a network of community service agencies, care providers,

educational and governmental leaders to maximize local resources

and facilitate referrals to appropriate services to meet the broad

mray of rural resident needs.

The local service coordinators will utilize the full resources of the

University of Missouri, the University Cooperative Extension Service and the

local community mental health center in Providing services to rural commun-

ities and families. Through this cooperative effort, rural Missouri residents

will obtain support, service and professional guidance as they experience ani

cope with a period of economic and social transition within their rural com-

munity.

FOR ADDITIONAL INFORMATION OR ASSISTANCE, CONTACT YOUR LOCAL COUNTY EXTENSION OFFICE

FAMILY

GUIDANCE CENTER
CMHC

WEST CENTRAL
CMHC

NORTH CENTRAL MO
CMHC

MARK TWAIN
CMHC

own... Sm.
r77,

Lb. Of
TM Ozarks

21:)

EAST CENTRAL
CMHC
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State of Illinois

GOVERNOR'S RURAL AFFAIRS COUNCIL

Lieutenant Governor
George H. Ryan

Chairman

May 14, 1987

The Honorable Edward Jones, Chairman
House Subcommittee on Conservation, Credit and
Rural Development

United States House of Representatives
Wash,ngton, D.C. 20515

Dear Representative Jones:

Governor Thompson arl I began planring the Task Force
Rural Illinois in February, 1986, in an effort to
difficulties facing Illinois' rural citizens.

The Summary Report of the Task Force on the Future
which is attached, is the result of exhaustive research
during the period June, 1986 through February, 1987.

on ,.he Future of
begin amelioratirg

of Rural Illinois,
and public testimony

The development of new economic enterprise, and the improvement in local
services and educational institutions is essential to the future of rural and
small town Illinois and America. I believe that our efforts to promote a
rural renaissance in Illinois provide valuzble insights at both the state and
national level.

GHRILD/nt

Enclosure

Sincerely,

GEORGE H. RYAN
Lieutenant Governor

612 StranonBultdingSpongfield.Mtnois62706217/782-7514
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GOVERNOR'S TASK FORCE ON THE FUTURE OF RURAL ILLINOIS

James R. Thompson
Governor

Lieutenant Governor
George H. Ryan

Chairman

Dr. John McCall
Mr. James Walsh
Co-Vice Chairmen

SUMMARY REPORT

to

the Governor

and

85th Illinois General Assembly
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INTRODUCTION

The Task Force on the Future of Rural Illinois was .treated

to examine social and economic conditions in rural Illinois end

to make recommendations for State and local action which would

help to ameliorate social and economic stress and help to

preserve and enhance t:Al values and quality of rural life

inherent in Illinois. From March, 1986, to January 1, 1',/,

several means were used to gather facts, information,

perceptions and opinions. Twenty-two public hearings were held

across the State, and 332 persons testified. One hundred and

nineteen town visits were completed, and over 1,000 rural

Illinois citizens provided t wealth of data. One hundred and

thirty-five advisory groups re given the opportunity to

provide their views on rural Illinois. University consultants

from Illinois institutions of higher learning brought years of

research and teaching expertise about rural issues. Extensive

annotated bibliographies were developed to ensure the inclusion

of past and current studies and writings on rural life

conditions. "inelly, state departments and agencies lent

expertise and information to the data gathering process. This

Summary Report of the Task Force on the Future of Rural

Illinois is the result of effective collaboration among a wide

variety of groups, each acknowledging the common bond that

rural Illinois heritage and culture is worth a renewed

investment of time, energy, and resources.

- 1 -
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Because the Task Force is concerned with quality of life,

a broad subject approach was selected for study -- economic

development and transportation, health care and social

services, production agriculture, agricultural credit and

agribusiness, and finally local government and education. Each

of the study areas; any one of which is important enough to

justify separate analysis, covers influences which dramatically

affect the rural citizen in unique ways, and adds to or

detracts fr -. the quality of rural life.

As the Task Force listened to the problems and concerns of

rural Illinois citizens'and advocates, a three-level approach

was followed. First, immediate problems which could be acted

upon with existing State resources received attention. Second,

an intermediate to -n agenda was built for assisting rural

Illinois. The intermediate agenda is the recommendations

contained in this Summary Report for attention by the General

Assembly and state agencies in the next one to three years.

Finally, long term agenda building was started.

The Task Force has been a catalyst for establishing

growina awareness of and action on the needs of rural Illinois

people. Immediate action has occurred to ensure that the

issues presented and the momentum generated by the Task Force

results in continued agenda building for the needs of rural

Illinois.

(The complete report is held in the commiLtee files.)

- 2 -
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Statement

of

Jim White

General Manager

Gibson County Electric Membership Corporation

before the

Conservation, Credit and Rural Development Subcommit!-ce

of the House Agriculture Committee

United States House of Representatives

on

Pnral Electric Systems' Role In

onomic and Community Development

Mr. Chairman and distinguished Members of the Committtee:

I appreciate the opportunity to appear before you today on

behalf of the Gibson County Electric Membership Corporation

and our 29,000 members concerning the sole rural electric

systems can play, and the impact we can have on economic

and community development. We are also grateful for the

interest and support members of this panel have

demonstrated to us and to the other 1,000 rural electric

systems across th.2 nation.

For the past 51 years :he Gibson County Electric Membership

Corporation has worked to meet the changing needs of our

members, not only in providing electricity but meeting

Page 1
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their other needs as well.

Today, the people of our area and a'l of rural America are

in serious economic trouble. It's a nation-wide problem.

Reports such as the one prepared by Senator Leahy's Senate

Agriculture Committee points out the contrast of the

booming coastal economies of California and Florida and the

depressed economies of the farm belt.

Closer to home, in the Southeast and the Tennessee Valley,

we see first-hand the desperate economic and social

conditions described in landmark studies such as the

"Shadows in the Sunbelt" report. This report eloquently

describes the problems being created by the development ^f

a dual economy, characterized by booming urban economies

such as Atlanta and Nashville, amid distressed rural areas

such as the Powell Valley, Fayette County and our own Lake

County.

The long-standing depressed farm economy has forced out

Northwest Tennessee's agricultural base, leaving a climbing

unemployment rate and displaced people.

Many are following the national trend - moving from our

rural to urban areas in hopes of finding work and Gibson

County Electric's load growth is reflecting this

undesirable occurrence.

Page 2
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Our cooperative began taking action to deal with these

problems in 1981. Our effort has made a positive

difference, and we continue to dedicate time and attention

to economic and community development because the severe

and far-reaching effects of the deteriorating economy

persist. We also know it is unhealthy for the nation,

community and the cooperative for people to be deserting

rural America. And, because Gibson County Electric is a

service organization established to meet the needs of our

member-owners, we have a special obligation to get involved

in helping to improve the quality of life for our members.

Here are just a few of the ways Gibson County Electric has

taken action for improved economic and community

development over the past year:

* The cooperative has worked closely with the counties we

serve in developing programs to encourage existing

industrial expansion and the recruitment of new industry.

These efforts helped to create more than 400 jobs in

Northwest Tennessee during 1986.

* More specifically, we have provided slide presentations

and other materials used in industrial recruitment.

Conservation studies, engineering assistance, and financing

for employee training were made available for industry

Page 3
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through the cooperative and the Tennessee Valley

Authority's Existing Industry Program.

* Gibson County Electric has worked closely with the State

Department of Tourism, and local Chambers of Commerce to

develop and initiate a tourism promotion and marketing

program for Northwest Tennessee.

* We have worked with 7ommunity, state and federal entities

to offer services to improve the quality of life. in our

area. An energy effi,ient planning service for new homes

and apartment projects, and technical assistance for

community improvement projects including recreational

facilities lighting were also provided.

* The cooperative has assisted in the coordination of

"health fairs" for the purpose of screening people for

early signs of disability or disease and providing

information on how to live healthier lives.

* And, we have devoted much time and attention to helping

those who need our help the most the low-income, elderly

and handicapped. Gibson County Electric has been

instrumental in setting up and overseeing the operation of

a food pantry for the needy. We have been closely involved

with the "Meals on Wheels" program in our area, and have

also worked in conjunction with the Tennessee Valley

Page 4
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Authority and local organizations to improve the living

conditions for these groups.

Our members not only support us in this endeavor, but they

appreciate our involvement. This feeling is held on a

national and regional level according to a survey conducted

by Cooper and Secrest f.,r NRECA in 1985. They interviewed

both consumer/members and utility managers and directors.

Of the consumer/members surveyed nationally, 74% said that

cooperatives should be involved in economic development.

Of the managers and directors interviewed nationally, 86%

believed that co-ops should be involved.

In our Region III, which is comprised of Tennessee,

Kentucky, Mississippi, and Alabama, the results showed an

even stronger support for co-op involvement with 76% of

consumers and 97% of managers and directors .upporting

involvement. The 97% :;core for managers and directors in

Region III was higher than that for any other region in the

country!

Our rural electric system. not only believe they should be

involved. One hundred thir_v-nine out of the 160

distributors surveyed in the Tennessee Valley Authority

area had at least one person actively engaged in economic

development.

Page 5
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Gibson County Electric and other rural electric systems are

making an impact, but we can make an even more substantial

contribution to the rural areas in the future. We have a

solid base in the rural areas with over 50 years of service

and the leadership who know first hand the rural people and

problems, and are committed to helping them.

In order to be as effective as possible, however, we and

all rural electric systems will need the help and support

of government. We believe it is also essential that

programs incorporate the same federal- community partnership

demonstrated by the Rural Electrification Administration

and rural electric cooperatives. Making these federal

programs locally designed, implemented, operated and

controlled would make them more accessible to the people

and communities they were created to help.

In these communities, the rural electric system is in an

ideal position to serve as a nucleus for economic and

community development efforts. We can bridge the gap

between federal and local, and provide leadership, meeting

space, technical assistance, coordination and support.

Rural electric systems are also in the position to serve as

facilitators for other community services, projects,

programs and grants, not only working to expand existing

industry, but to improve schools, water and sewer systems,

Page 6
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transportation and roads, etc...

Although our area and rural America as a whole is facing

difficult times, we are optimistic. We strongly believe

that Gibson County Electric and the nation's other rural

electric systems are a valuable resource; and if given the

opportunity and support, we can put rural America back on

the road to recovery.

We applaud the Committee for taking a concerned and

active leadership role in working to overcome these

problems and we offer our complete support and assistance

in taking steps to help those in the areas that we serve.

Mr. Chairman, I would be pleased to respond to any

questions you or any of the Committee members may have.

Thank you.

Page 7
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. R. 1.800

I

To assist in the revitalization of rural communities through economic diversifica-
tion and the provision of community facilities to meet basic human needs,
and for other purposes.

IN THE HOUSE OF REPRESENTATI: .0S

MARCH 25, 1987

Mr. JONES of Tennessee (for himself and Mr. DE LA GARZA) introduced the
following bill, which was referred to the Committee on Agriculture

A BILL
To assist in the rev talization of rural communities through

economic diversification and the provision of community
facilities to meet basic human needs, and for other purposes.

1 Be it enacted by the Senate and House of Representa-

2 tives of the United States of America in Congress assembled,

3 That this Act may be cited as the "Rural Area Revitalization

4 Act of 1987".

5 SEC. 2. Section 1C23(3)(2) of the Food Security Act of

6 1985 is amended by-

7 (1) striking out "and" at the end of subparagraph

8 (B);

22)
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2

1 (2) striking out the period at the end of subpara-

2 graph (C) and inserting in lieu thereof "; and"; and

3 (3) adding at the end thereof the following:

4 "(D) there is authefized to be appropriated for

5 each of the fiscal years during the period beginning

6 October 1, 1987, and ending September 30, 1992, an

7 amount not to exceed $20,000,000 for loans to inter-

8 mediary borrowers under terms and conditions provided ,

9 under subparagraph (B) of this paragraph.".

10 SEC. 3. Section 1323 of the Food Security Act of 1985

11 is amended by adding at the end thereof the following:

12 "(c)(1) Effective for each of the 1988 through 1992

13 fiscal years, the Secretary may make grants, not to exceed

14 $25,000,000 in total for each fiscal year, to pub! f. or private

15 nonprofit organizations, operating in rural areas, whose prin-

16 cipal mission is to improve business, industrial, and employ-

17 ment opportunities, particularly assisting low income rural

18 people and economically distressed rural communities. Such

19 assistance may be used for financing new business ventures,

20 community improvements, capital improvements, infras true-

21 ture development, and other activities the Secretary deems

22 consistent with the purpose of this subsection.

23 "(2) Notwithstanding any other provision of law, the

24 Secretary may use the funds, facilities, and authorities of the

25 Rural Development Insurance Fund under section 309A of

HR 1800 111
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3

1 the Consolidated Farm and Rural Development Act to imple-

2 ment the grant program under this subsection.

3 "(d)(1) Effective for each of the 1988 through 1992

4 fiscal years, the Secretary may make grants, not to exceed

5 $25,000,000 in total for each such fiscal year, for the pur-

6 pose of stimulating economic growth and diversification in

7 rural communities affected by recent declines or chronic

8 underdevelopment in basic economic sectors, such as

9 agriculture.

10 "(2) Grants under this subsection may be made to public

11 and nonprofit prive,te institutions for activities consistent with

12 the purposes of this subsection, including, but not limited

13 to-
14 "(A) identifying business opportunities that will

15 use local economic and human resources;

16 "(B) identifying, training, and providing technical

17 assistance to existing or prospective local entrepre-

18 neurs and managers; or

19 "(C) mobilizing capital from within and outside

20 local communities to stimulate the formation and ex-

21 pansion of local business activities.

22 "(3) Grants may be made only for projects intended to

23 provide direct benefit to rural areas not within a city or town

24 with a population in excess of 20,000 inhabitants. The Secre-
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1 tary shall give preference to projects serving areas with the

2 most serious economic distress.

3 "(4) Any grant under this subsection may not exceed 75

4 percent of the costs of implementing the project covered by

5 the grant, although the Secretary may waive this limitation

6 in the case of any project serving a rural community in which

7 th?, average income level does not exceed 80 percent of the

8 nonmetropolitan median household income within the State

9 in which the project is located or does not exceed the poverty

10 line established by the Office of Management and Budget,

11 whichever is greater.

12 "(5) Notwithstanding any other provision of law, the

13 Secretary may use the funds, facilities, and authorities of the

14 Rural Development Insurance Fund under section 309A of

15 the Consolidated Farm and Rural Development Act to imple-

16 ment the grant program under this subsection.".

17 SEC. 4. Section 306(a) of the Consolidated Farm and

18 Rural Development Act is amended by adding at the end

19 thereof a new paragraph as follows:

20 "(20) The Secretary may make grants, not to exceed

21 $10,000,000 in total annually, to associations described in

22 paragraph (1) of this subsection to test cost-effective methods

23 of meeting the basic needs of rural residents who do not have

24 and cannot afford safe drinking water facilities. Such grants

25 may include, but are not limited to, financing for-
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1 "(A) costs associated with the development or im-

2 provement of individual or small, multiuser drinking

3 water facilities;

4 "(B) costs associated with enabling such rural

5 residents to connect to community water supply sys-

6 tems, such as the payment of connection fees;

7 IC) costs associated with improving the oper-

8 ation, maintenance, or management of small communi-

9 ty water systems that currently are unable to provide

10 safe drinking water at affordable rates to such rural

11 residents; or

12 "(D) costs associated with implementing other al-

13 ternatives to rieeting the basic drinking water needs of

14 such rural residents.".

15 SEC 5. The Secretary of Agriculture shall establish an

16 office within the Farmers Home Administration of the De-

17 partment of Agriculture whose purpose shall be to encourage

18 innovation and the application of effective solutions to the

19 economic and community development problems of rural

20 areas. The office shall participate in the review of project

21 proposals and in the oversight of project implementation of

22 projects funded under sections 2 and 3 of this Act and shall

23 perform such other functions as the Secretary may assign

24 to it.
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4. R. 2026
To provide that the Department of Agriculture shell be known as the Department

of Agriculture and Rural Development, to transfer certain other programs
within such Department to a newly established 1 Development Adminis-
tration, and for other pmeeses.

TN THE HOUSE OF REPRESENTATIVES

APRIL 9, 1987

Mr. COLEMAN of Missouri (for himself, Mr. JONES of Tennessee, Mr. MADIGAN,
Mr. ENGLISH, Mr. JEFFORDS, Mr. MABLENEE, Mr. liUCKABY, Mr. HOP-
KINS, Mr. STANOELAND, Mr. GLICICMAN, Mr. STENHOLM, Mr. VoLKKER,
Mr. ROBERTS, Mr. EMERSCN, Mr. MORRISON of Washington, Mr. GUNDER-
SON, Mr. TALLON, Mr. ROBERT F. SMITH, Mr. THOMAS of Georgic, Mr.
COMBEST, Mr. TAUKE, Mr. SCHUETTE, Ar. ESPY, Mr. JONTZ, Mr
GRA, Y, Mr. MONTGOMERY, Mr. LOTT, Mr. TAYLOR, Mr. TRAXLER, Mr.
Mc HuoH, Mrs. SMITH of Nebraska, Mr. LIVINGSTON, Mr. SKELTON, Mr.
WATKIN9 Mr. BEREUT3R, Mr. CLINGER, Mr. DOBNAN of California, Mr.
FA: i0, Mr. PABRAYAN, Mr. WILLIAMS, Mr DAUB, Mr. FRANK, Mr.
MCCOLLUM, Mr. WEIMR, Mr. BOULTEB, Mr. ROBINSON, Mr BUECHNER,
Mr. HouoieroN, Mr UPTON, Mr. STALLINGS, and Mr. WHITTAKER) intro-
duced the foAowing bill, which was referred to the C Anmittee on Agriculture

A BELL
To provide that the Department of Agriculture shall be known

as the Department of Agriculture and Rural Development,
to transfer certai- ,ther programs within such Department
to a newly established Rural Development Administration,

and for other purposes.

1 Be it enacted by the Senate and House of Representa-

2 lives of the United Stales of America in Congress assembled,
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1 That this Act may be cited as the "Rural Development Reor-

2 ganization Act of 1987".

3 TITLE IREORGANIZATION OF THE

4 DEPARTMENT OF AGRICULTURE

5 RENAMING OF DEPARTMENT OF AGRICULTURE DEPART-

6 MENT OF AGRICULTURAL AND RURAL DEVELOPMENT

7 SEC. 101. (a) Title XII of the Revised Statutes (7

8 U.S.C. 2201 et seq.) is amended by striking out "Department

9 of Agriculture" and "Secretary of Agriculture" each place it

10 appears and inserting in lieu thereof "Department of Agricul-

11 ture and Rural Development" and "Secretary of Agriculture

12 and Rural Development", respectively.

13 (b) Ser a 5312 of title 3, United States Code, is

14 amended by striking out "Secretary of Agriculture" where it

15 appears and inserting in lieu thereof "Secretary of Agricul-

16 ture and Rural Development".

17 RURAL DEVELOPMENT REVITALIZATION

18 SEC. 102. (a) The Secretary of Agriculture and Rural

19 Development shall establish and mpintain a revitalized na-

20 tionwide rural development program as set forth in the Rural

21 Development Act of 1972, the Rural Development Policy

22 Act of 1980 (7 U.S.C. 2201 et seq.) and this Act utilizing the

23 re " -urces and services available to the Department of Agri-

24 culture and Rural Development and such other resources and

25 services as may be provided by other Fedefal departments
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1 and agencies, and by State and local governments and by

2 other private or nonprofit institutions.

3 (b) The Secretary shall perform his duties with respect

4 to rural development as a primary function in supervising and

5 controlling the Department of Agriculture and Rural Devel-

6 opment and in exercising his authority under law and regula-

7 dons in coordination with other executive branch depart-

8 ments and agencies, States and local governments, and other

9 entities as it relates to rural development programs.

10 (c) The Secretary shall have the responsibility and au-

11 thority to coordinate a revitalized nationwide rural develop-

12 ment program in cooperation with other Federal Depart-

13 ments and agencies, State and local governments, as well as

14 private and nonprofit institutions that will more effectively

15 strengthen the family farm system and meet the needs for

16 employment, training, education, health and other services

17 for residents of rural areas.

18 ESTABLISHMENT OF RURAL DEVELOPMENT

19 ADMINISTRATION

20 SEC. 103. (a) There is hereby established, in the De-

21 partment of Agriculture and Rural Development, a Rural
22 Development Administration, that shall be headed by an Ad-

23 ministrator appointed by th" Secretary of Agriculture and

24 Rural Development, by and with the advise and consent of

25 the Senate.
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1 (b) Section 5316 of title 5, United States Code, is

2 amended by striking out "Administrator, Farmers Home Ad-

3 ministration" where it appears, and inserting the following:

4 "Adm;nistrator, Farmers Home Administration,

5 Department of Agriculture and Rural Development.

6 "Administrator, Rural Development Administra-

7 tion, Department of Agriculture and Rural Develop-

8 ment.".

9 AMENDMENT TO RURAL DEVELOPMENT ACT OF 1972

10 SEC. 104. The Rural DeNelf:,pment Act of 1972 (7

11 U.S.C. 2201 et seq. and 2661 et seq.) is amended by adding

12 at the end thereof the following new section:

13 "SEC. 608. RURAL DEVELOPMENT ADMINISTRA-

14 TION.Title V and title VI of this Act shall be carried out

15 through the Rt1:111 Development Administration.".

16 RANSFER OF ENTITIES OR FUNCTIONS TO THE RURAL

17 1) P7ELOPMENT ADMINISTRATION

18 SEC. 165. (az The Secretary of Agriculture and Rural

19 Development .,hall c qnsfer from within the Department of

20 Aviculture and Rural Development to the Rural Develop-

21 merit Administration as soon as reasonably possible after the

22 date of enactment of this Act, those agencies, offices, or other

23 entities, or elements thereof, that perform rural development

24 fi....,,tions (that may include, if the Secretary so determines,

25 rural housing) rich as, but not limited to, the following:
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1 (1) the rural economics elements of the Agricul-

2 tural and Rural Economics Division of the Economic

3 Research Division of the Department of Agriculture

4 and Rural Development; and

5 (2) the rural development research elements of the

6 Cooperative State Research Service, Department of

7 Agriculture and Rural Development.

8 (b) The Secretary shall establish within the Rural De-

9 velopment Administration such divisions or agencies that will

10 coordinate rural education and training, conduct grant pro-

11 grams and research for rural development, perform intergov-

12 ernmental and public affairs on behalf of rural development

13 and such other programs and activities as the Secretary may

14 determine appropriate.

15 (c) The Secretary shall report to the chairman of the

16 Committee on Agriculture, House of Representatives and the

17 chairman of the Committee on Agriculture, Nutrition, and

18 Foresto of the Senate not later than one year after the date

lf,' of ena,Amett of this Act with respect to the actions taken, or

20 a deadline for action to be taken, under this section.

21 EXPANSION OF RESOURCE CONSERVATION AND

22 DEVELOPMENT PEOGRAM

23 SEC. 106. Section 1536 of the Agriculture and Food

24 Act of 1981 (16 U.S.C. 3459) is amended by striking out

25 ' two hundred and twenty-five" and inserting in lieu thereof

26 "four hundred and fifty".
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1 OFFICE OF ADVOCACY FOR RURAL DEVELOPMENT

2 SEC. 107. (a) There is established within the Rural De-

3 velopment Administration an Office of Advocacy for Rural

4 Development. The management of the Office shall be vested

5 in a Chief Counsel for Advocacy who shall be appointed by

6 the President, by and with the advice and consent of the

7 Senate.

8 (b) The primary functions of the Office of Advocacy for

9 Rural Development shall be to-

10 (1) examine the role of rural development in the

11 American economy and the contribution that rural de-

12 velopment can make in improving economic opportuni-

13 ties for farmers, residents of rural communities, the

14 rural unemployed, and those persons in rural areas en-

:15 tering the job market for the first time;

16 (2) encourage economic and social mobility for all

17 citizens living in rur..1 areas, analyze Vays in which

18 the loss of businesses in rural communities can be re-

19 versed, and stimulate innovation in attracting business-

20 es to rural communities;

21 (3) encourage entrepreneurship in rural communi-

22 ties through financial, work force, environment, and

23 other incentives;
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1 (4) expand training opportunities for the unem-

2 ployed, displaced farmers, and young persons entering

3 the job market;

4 (5) provide an avenue through which new and un-

5 tested products and services can be brought to the

6 marketplace,;

7 (6) assess the effectiveness of Federal grant-in-aid

8 programs and existing Federal subsidy and assistance

9 programs that may be available for rural development

10 and assess the desirability of (a) revising the emphasis

11 on certain existing programs, (b) increasing the empha-

12 sis on general assistance programs designed to benefit

13 all rural :reas, and (c) changing the formulas for cer-

14 tain grants or subsidies to St%tes so as to benefit rural

15 areas;

16 (7) measure the effects of Federal, State, and

17 local government regulations and policies on rural de-

18 velopment and make legislative and nonlegislative pro-

19 posals for enhant.,ig business opportunities in rural

20 communities;

21 (8) determine the impact of the tax structure on

22 rural development and make legislative and other pro-

23 posals for altering the tax structure to enable the rural

24 development program to realize its potential for con-

25 tributing to the Nation's economic well-being;
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1 (9) evaluate the ability of financial markets and

2 institutions to meet rural con,,nunity credit needs and

3 determine the impact of government demands for credit

4 on rural development;

5 (10) determine financial resource availability in

6 rural areas and recommend methods for delivery of fi-

7 nancial assistance to rural enterprises, including meth-

8 ods for securing equity capital, for generating markets

9 for goods and services, for providing effective vocation-

10 al and general education to rural residents, for provid-

11 ing more effective management and technical assist-

12 ante and training, and for assistance in complying with

13 Federal, State, and local laws;

14 (11) evaluate the efforts of Federal agencies, busi-

15 ness and industry to assist rural develop nt;

16 (12) assess the effectiveness of the program to

17 locate or relocate Federal Government offices and

18 other activities in rural areas as provided in section

19 003(c) of the Rural Development Act of 1972 (7

20 U.S.C. 2204a).

21 (13) evaluate the extent and the effectiveness of

22 the potential for, or an adopted, Department of De-

23 fense procurement program in rural areas.
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1 (14) make such recommendations as may be ap-

2 propriate to assist the development and strengthening

3 of business enterprises in rural areas;

4 (15) recommend specific measures for creating en

5 environment in which businesses will have the opportu-

6 nity to compete effectively and expand to their full po-

7 tential in rural areas, and to ascertain the common rea-

8 sons, if any, for business successes and failures in rural

9 communities;

10 (16) determine the desirability of developing a set

11 of rational and objective criteria to be used to define

12 rural development areas, and to develop such criteria,

13 if appropriate; and

14 (17) cooperate with, and consult with, the Chief

15 Counsel of the Office of Advocacy, Small Business Ad-

16 ministration with respect to the exchange of informa-

17 tion, data, policies and activities that may enhance

18 rural development.

19 (c) The Office of Advocacy shill also perform the follow-

20 ing duties, among others, on a continuing basis:

21 (1) represent the views and interests of rural de-

22 velopment before other Federal agencies whose policies

23 and activities may affect rural development;

24 (2) counsel those interested in rural development

25 on how to resolve questions and problems concerning
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1 the relationship of rural development to the Federal

2 (At ernment;

3 (3) enlist the cooperation and assistance of public

4 and private agencies, businesses, and other organiza-

5 tions in disseminating information about the programs

6 and services provided by the Federal Government that

7 are of benefit to rural development and in disseminat-

8 ing information on how businesses or other entities can

9 participate in, or make use of, such rural development

10 programs and services;

11 (4) develop proposals fe- changes in t1,e policies

12 and activities of any agency of the Federal Govern-

13 ment which will better fulfill the purposes of the Rural

14 Development Administration and communicate such

15 proposals to the appropriate Federal agencies; and

16 (5) serve as 9 focal point for the receipt of com-

17 plaints, criticisms, and suggestions concerning the poli-

18 cies and activities of the Rural Development Adminis-

19 tration and any other Federal agency which affects

20 rural development.

21 (d) Section 5316 of title 5, United States Code, is

22 amended by adding at the end thereof the following new

23 item:
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1 "Chief Counsel for Ad,ocacy, Rural Development

2 Administration, Department of Agriculture and Rural

3 Development.".

4 COMPTROLLER GENERAL'S REPORT TO THE PRESIDENT

5 AND THE CONGRESS

6 SEC. 108. (a) The Comptroller General shall conduct an

7 evaluation of the agencies, divis;ons, or other entities of Fed-

8 eral departments or agencies, or elements of programs ad-

9 ministered by other Federal departments or agencies that

10 perform functions or are assigned missions that could reason-

11 ably be found to comprise a function or mission that could be

12 transferred to the Secretary of Agriculture and Rural Devel-

13 opment. The Comptroller General shall prepare a report that

14 shall describe the services, function, or mission conducted by

15 the department or agency, or the element of a program con-

16 ducted by such department or agency, that could be so trans-

17 (erred as well as the funding, personnel, and other resources

18 committed by that department or agency to the service, func-

19 tion, mission, or clement of a program that is the subject of

20 possible transfer.

21 (b) The Comptroller General shall submit such report to

22 the President and the Congress not later than one year after

23 the date of enactment of this Act.

24 SEC. 109. Section 603(c) of the Rural Development Act

25 of 1972 (Public Law 92-419) as amended by the Rural De-
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1 velonment Policy Act of 1980 (7 U.S.C. 2204a) is amended

2 by-
3 (1) inserting "(1)" after the subsection designa-

4 tion;

5 (2) redesignating paragraphs (i) and (2) as sub-

6 paragraphs "(A)" and "(B)"; and

7 (3) adding the following new paragraph:

8 "(2) The Secretary of Agriculture and Rural Develop-

9 ment shall submit a report, by geographical areas of the

10 United States, to the Congress-

11 "(A) not less than six months after the date of en-

12 actment of this Act, setting forth the extent to which

13 provisions of this paragraph were complied with during

14 the period for fiscal years 1981 through 1986; and

15 "(B) not later than six months after the end of

16 each fiscal year, commencing with fiscal year 1987,

17 the extent to which offices and other activities of the

18 Federal Government were located or relocated to rural

19 areas.".
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1 TITLE laSTATE C3OPERATIVE AGREEMENTS

2 AND PLANS

3 COOPERATIVE AGREEMENTS ENTERED INTO WITH STATES

4 AND STATE SUBMISSION OF COMPREHENSIVE RURAL

5 DEVELOPMENT PLANS

6 SEC. 2e, 1. (a) The Administrator, Rural Development

7 Administration, may enter into cooperative agreements with

8 States-

9 (1) to delegate to any State the authority to coop-

10 erate in carrying out the provisions of this Act or other

11 laws relating to rural development, to train personnel

12 of the State in the implementation of this Act, and to

13 assist States in implementing, monitoring, administer-

14 ing or enforcing Federal rural development programs;

15 and

16 (2) to assist States in the development and athnin-

17 istration of Federal programs that provide (a) job re-

18 training for rural residents; (b) educational opportuni-

19 ties for rural residents; (c) health programs for rural

20 residents, including in-patient and out-patient services;

21 (d) investment incentives for businesses that expand or

22 locate in rural areas; and (e) information, data, technol-

23 ogy, planning and other development assistance to

24 rural residents, communities, businesses and other

25 persons.
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1 (b)(1) Prior to entering into any agreement with any

2 State as provided in subsection (a) and prior to receiving any

3 block grant funding, grant-in-aid or other funding from the

4 Federal Government for rural development program purposes

5 as provided in this Act, each State shall submit for approval

6 by the Secretary cf Agriculture and Rura: Pevelopment a

7 comprehensive plan for the establishment and operation of a

8 rural development program to the Secretary incorporating

9 such features as are provided for in this Act and other rural

10 development laws and as the Secretary may require by regu-

11 lation. Such plans may be amended periodically or as other-

12 wise provided by the Secretary by regulation.

13 (2) The comprehensive plan submitted by the State shall

14 include the designation by the State of rural areas located

15 within the State, and outside metropolitan statistical areas,

16 that are nominated as such areas eligible for grants and other

17 assistance, under this Act and other laws, from the Federal

18 Goverrin-ent and such designations shall be subject to ap-

19 proval by the Secretary. The Secretary shall issue regula-

20 tions setting forth the procedures and criteria for designation

21 by States of rural areas.

22 (c) The Secretary and heads of other Federal depart-

23 ments and agencies may, in addition, enter into agreements

24 with State and local governments to provide educational
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1 training, job training, health services and other benefits to

2 residents of rural areas.

3 (d) The Administrator, Rural Development Administra-

4 tion shall in cooperation with the Secretary use the services

5 of the Cooperative State Extension Service to inform and

6 educate rural residents about education and training, health

7 and other services made available under taus Act or other

8 laws relating to rural development.

9 NATIONAL LURAL ASSISTANCE INFORMATION

10 CLEARINGHOUSE

11 SEC. 202. (a) The Secretary of Agriculture and Rural

12 Development sho' )stablish in the National Agricultural Li-

13 brary an entity to be known as the National It' sal Assistance

14 Information Clearinghouse (hereinafter in this Act referred to

15 as the "Clearinghouse") to perform the functions specified in

16 subsection (b).

17 (b) The Clearinghouse shall provide and distribute infor-

18 Illation and data to any industry, organization, or Federal,

19 State, or local government entity, on request, about Federal,

20 State, and local programs and services, and prograi and
21 services operated by private nonprofit organizations or insti-

22 tutions, under which individuals residing in, or organizations

23 and State and local government entities operating in, a rural

24 area (as designated in section 201(b) of this Act) may be eli-

25 gible for any kind of assistance, including, but not limited to,
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1 job training, education, health care, and economic develop-

ment assistance, and emotional and financial counseling.

(c) On request of the Secretary, the head of any Federal

agency shall provide to the Clearinghouse such information

as the Secretary may request to carry out the functions speci-

fied in subsection (b).

(d) The Secretary shall request State and local govern-

ments and private nonprofit organizations and irstitutions to

provide to the Clearinghouse such information as such agen-

cies and organizations may have about any program or serv-

ice of such agencies, organizations and institutions under

which individuals residing in a rural area may be eligible for

any kind of assistance, including, but not limited to, job train-

ing, educational, health care, and economic development as-

2

3

4

5

6

7

8

9

10

11

12

13

14

15 sistance, and emotional and financial counseling.

16

17

18

19

20

21

22

23

TITLE IllRURAL TECHNOLOGY GRANTS

AMENDMENTS TO CONSOLIDATED FARM AND RURAL

DEVELOPMENT ACT

SEC. 301. (a) Section 309(e) of the Consolidated Farm

and Rural Development Act (7 U.S.C. 1929(e)) is amended

by striking out "Farmers Home Administration" and in -..rt

ing in lieu thereof "Farmers Home Administration and Rural

Development Administration".
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1 (b) Section 310B of the Consolidated Farm and Rural

2 Development Act (7 U.S.C. 1932) is amended by inserting at

3 the end thereof the following new subsections:

4 "(f)(1) The Secretary shall make grants under this sub-

5 section to nonprofit institutions for the purpose of enabling

6 such institutions to establish and operate centers for rural

7 technology development.

8 "(2) Any nonprofit institution seeking a grant under

9 paragraph (1) shall submit to the Secretary an application

10 containing a plan for the establishment and operation by such

11 institution of a center for rural technology development. The

12 Secretary may approve such application if such plan contains

13 the following:

14 "(A) A provision that substrntiates that such cen-

15 ters will effectively serve rural areas in the United

16 States.

17 "(B) A provision that the primary objective of

18 such center will be to iniprove the economic condition

19 of rural areas by promoting the development (through

2,0 technology innovation) and the adaptation of existing

21 tccliliology and commercialization of-

22 '"(i) new services and products that can be

23 produced or provided in rural areas; and

24 "(ii) new processes that can be utilized in the

25 production of products in rural areas.
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1 "(C) A description of the activities which such

2 center will carry out to accomplish such objective.

3 Such activities may include the following:

4 "(i) Programs for technology research, inves-

5 tigations, and basic feasibility studies in any field

6 and discipline for the purpose of generating princi-

7 pies, facts, technical knowledge, new technology,

8 and other information which may be useful to

a rural industries, agribusinesses, and other persons,

10 in rural areas served by such centers in the devel-

11 opment, and commercialization of new products

12 and processes.

13 "kii) Programs for the collection, interpreta-

14 don, and dissemination of existing principles,

15 facts, technical knowledge, new technology, and

16 other information which may be useful to rural in-

17 dustries, agribusinesses, and other persons, in

18 rural areas served by the center in the develop-

19 ment and commercialization of new products and

20 processes.

21 "(iii) Programs providing training and in-

22 struction for individuals residing in rural areas

23 served by the center with respect to the develop-

24 ment (through technological innovation and adar-
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1 tation of existing technology) and commercializa-

2 Lion of new products and processes.

3 "(iv) Programs providing loans and grants to

4 individuals in rural areas served by the center and

5 to small businesses in rural areas served by the

6 center for purposes of generating, evaluating, de-

7 veloping, and commercializing new products and

8 processes.

9 "(v) Programs providing technical assistance

10 and advisory services to individuals, small busi-

11 nesses, and industries, in rural areas served by

12 the center for purposes of developing and corn-

13 mercializing new products and processes.

14 "(D) A description of the contributions which such

15 activities are lilt* to mak- to the improvement of the

16 economic condition of the rural area for which such

17 center will provide services.

18 "(E) Provisions that such center, in carrying out

19 such activities will seek, where appropriate, the advice,

20 participation, expertise, and assistance of representa-

21 tives of business, industry, educational institutions, the

22 Federal Go'.ernment, and State and local governments.

23 "(F) Provisions that such center-

24 "(i) will consult with any college or universi-

25 ty administering any program under title V of the
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1 Rural Development Act of 1972 (7 U.S.C. 2661

2 et seq.) in the State in which such center is lo-

3 cated; and

4 "(ii) will cooperate with such college or uni-

5 versity in the coordination of such activities and

6 such program.

7 "(G) Provisions that such center will take all

8 practicable steps to develop continuing sources of fi-

9 nancial support for such center, particularly from

10 sources in the private sector.

11 "(H) Provisions for

12 "(i) the monitoring and evaluation of such

13 activities by the institution operating such center;

14 and

15 "(ii) the accounting of money received by

16 such institution under this section.

17 "(I) Provisions that such center will provide for

18 the optimum application of such technology in rural

19 areas, especially those areas adversely impacted by a

20 depressed farm economy, through the establishment of

21 demonstration projects and subcenters for rural tech-

22 nology development where the technology can be im-

23 plemented by communities, community colleges, busi-

24 nesses and other institutions to improve local economic

25 conditions.
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1 "(3) Grants made under paragraph (1) shall be made on

2 a competitive basis. In making grants under paragraph (1),

3 the Secretary shall give preference to grant applications pro-

4 viding for the establishment of centers for rural technology

5 development that-

6 "(A) can demonstrate the capability to `ransfer for

7 practical applicatior 1'e technology generate,I at such

8 centers to rural areas and the ability to commercialize

9 products and processes in such areas;

10 "(B) will effectively serve in rural areas which

11 have-

12 "(i) few rural industries and agribusinesses;

13 "(ii) high levels of unemployment;

14 "(iii) high rates of migration of people, busi-

15 nesses, and industries; and

16 "(iv) low levels of per capita income; and

17 "(0) will contribute the most to the improvement

18 of economic conditions of rural areas.

19 "(4) As used in this subsection-

20 "(A) the term 'nonprofit institution' means any or-

21 ganization or institution, including any accredited insti-

22 tution of higher education, no part of the net earnings

23 of which inures, or may lawfully inure, to the benefit of

24 any private shareholder or individual;
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1 "(B) the term 'United States' means the several

2 States, the District of Columbia, the Commonwealth of

3 Puerto Rico, the Commonwealth of the Northern Mari-

4 ana Islands, and the territories and possessions of the

5 United States; and

6 "(0) the term 'rural area' means an area desig-

7 nated by a State and approved by the Secretary of Ag-

8 riculture and Rural DeN, .lopment as part of the com-

9 prehensive plan submitted under section 201(b) of the

10 Rural Development Reorganization Act of 1987.

11 "(g) In carrying out this section, the Secretary may pro-

12 vide technical assistance to alleviate or prevent conditions of

13 exce&ive unemployment or underemployment of persons re-

14 siding in economically distressed rural o.reas which the Secre-

15 tary determines have a substantial need for such assistance.

16 Such assistance shall include planning and feasibility studies,

17 management and operational assistance, and studies evaluat-

18 ing the needs for and development potential of projects which

19 increase employment and improve economic growth in such

20 area3.

21 "(h) The Secretary may make grants to defray not to

22 exceed 75 per centum of the administrative costs incurred by

23 organizations and public bodies to carry out projects for

24 which grants or loans are made under subsection (0. For pur-

25 poses of determining the non-Federal share of such costs, the
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1 Secretary shall consider contributions in cash and in kind,

2 fairly evaluated, including but not limited to premises, equip-

3 ment, and services.

4 "(i) There are authorized to be appropriated such sums

5 as may be necessary to carry out the purposes of subsections

6 (f), (g), and (1) of this section. Any expenditure pursuant to

7 such subsections shall be effective only to the extent, or in

3 such amounts, as are provided for in advance in appropriation

9 Acts.".

10 CONFORMING AMENDMENTS

11 SEC. 302. (a) The first sentence of section 331 of the

12 Consolidated Farm and Rural Development Act (7 U.S.C.

13 1981) is amended-

14 (1) by st:iking out "For the purposes of this title

15 and" and inserting in lieu thereof "In aocordance with

16 section 349 of this subtitle, for T urposes of this title,

17 awl",

18 (2) by inserting before the period "or to the Rural

19 Development \.dministration".

20 (b) Section 331(d) of the Consolidated Farm and Rural

21 Development Act (7 U.S.C. 1981(d)) is amended by striking

22 out "vJer any of its programs" and inserting in lieu thereof

23 ", or the Rt.al Development Administration under any of

24 their programs,".

25 (c) Section 331(h) of the Consolidated Farm and Rural

26 Development Act (7 Tr.S.C. 1981(h)) is amended by striking
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1 out "Farmers Home Administration" and inserting in lieu

2 thereof "by the Rural Development Administration under

3 this title or the Farmers Horn, Administration".

4 (d) Section 331(i) of the Consolidated Farm and Rural

5 Development Act (7 U.S.C. i981(i)) is amended by striking

6 or t "Farmers Home Administration" and inserting in lieu

7 thereof ' by the Rural Development Administration under

8 this title or the Famrers Home Administration".

9 (e) Section 331A of the Consolidated Farm and Rural

10 Development Act U.S.C. 1981s) is amended by striking

11 out "Farm , Home Administration, upon such terms as he"

12 and inserting in lieu thereof "Administrator, Farmers Home

13 Administration and the Administrator, Rural Development

14 Administration, upon such terms as the Administrator".

15 (1) Section 335(a) 3f the Consolidated Farm and Rural

16 Development Act (7 U.S.C. 1985(a)) is amended by striking

17 out "Farmers Home Administration" and inserting in lieu

18 thereof "Farmers Home Adm:nistration and the Rural De-

19 velopment Administration".

20 (g) Section 335(c) of the Consolidated Farm and Rural

21 Development Act (7 U.S.C. 1985(c)) is amended by inserting

22 "the provisions of this title administered by the Rural Devel-

23 opment Administration or" after "consistent with".

24 (h) Section 338(a) of the Consolidated Farm and Rural

20 Development Act (7 U.S.C. 1988(a)) is amended by striking
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1 out "Farmers Home Administration" and inserting in lieu

2 thereof "Farmers Home Administration, cr the Rural Devel-

3 epment Administration".

4 (i) The first sentence of section 347 of the Consolidated

5 Farm and Rural Development Act (7 U.S.C. 1955) is amend-

6 ed by inserting "or any program administered under this title

7 by the Rural Development Administration" before the period.

8 (j) The Consolidated Farm and Rural Development Act

9 (7 U.S.C. 1921 et seq.) is amended by adding at the end

10

11

12

13

14

15

16

17

18

19

20

21

22 TITLE IVSPECIAL GRANTS

23 SPECIAL GRANTS FOR AGRICULTURE ACTION CENTERS

24 SEC. 401. Section 502(f) of the Rural Development Act

25 of 1972 (7 U.S.C. 2662(f)) is amended to read as follows:

thereof the following new section:

"SEC. 349. (a) The Secretary shall carry me. sections

303 (in the case of loans made for purposes specified in para-

graphs (2) and (3) of subsection (a)), section 306, section

310A, section 310B (f), (g), and (h), and sectiu 312(a) (in

the case of loans made for the purposes specified in para-

graphs (5) and (6)), through the Rural Development Adminis-

tration.

"(b) Except as provided in subsection (a), or otherwise

provided in this Act, the Secretary shall carry out the provi-

sions of this Act till ode. the Farmers Home Adminis-

tru,ion.".
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1 "(f)(1)(A) The Secretary shall provide special grants for

2 programs to assist individuals who have been-
3 "(i) adversely affected by the existing farm and

4 rural economic crisis;

5 "(ii) displaced from farming; and

6 "(iii) displaced from agriculture-related businesses

7 and industries whose companies have been adversely

8 affected by the decline in the agricultural economy.

9 "(B) Such grants shall provide to the individuals named

10 in subparagraph (A) services that shall include, but not be

11 limited to, the following:

12 "(i) crisis management counseling and outreach

13 counseling that would include the family;

14 "(ii) assistance in the evaluation of their financial

15 condition, in the preparation of financial plans, and

16 in implementing financial plans and management

17 strategies;

18 "(iii) evaluation of vocational Qkills and counseling

19 in enhancing such skills;

20 "(iv) assistance in obtaining training in basic, re-

21 medial and literacy skills;

22 "(v) assistance in job search and training in job-

23 seeking skills;

24 "(vi) assistance in obtaining training for operating

25 a business or enterprise;
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1 "(vii) provide for formal and on-the-job training to

2 the maximum extent practicable;

3 "(viii) providing tuition assistance (including fees,

4 books and other expenses of educational training) to

5 the maximum extent practicable;

6 "(ix) providing support, to the extent practicable,

7 to State and local government and private mental

8 health officials in developing outreach programs in

9 rural areas.

10 "(C) Recipients of a grant under this subsection may

11 contract for the delivery of such services with private non-

12 profit organizations, units of local government, State agen-

13 cies, accredited educational institutions, and other public and

14 private nonprofit agencies and organizations such as, but not

15 limited to, the following:

16 "(i) community colleges;

17 "(ii) vocational and technical schools;

18 "(iii) universities and colleges; and

19 "(iv) other appropriate community organizations.

20 "(D) The Extension Service, Department of Agriculture

21 and Rural Development, is encouraged to work with State

22 agencies, units of local government, and other public and pri-

23 vale nonprofit agencies and organizations in developing a

24 comprehensive plan for the use of the special grant funds and

25 the delivery of services provided for in this subsection.
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1 "(2) Grants may be made under paragraph (1) during

2 the period beginning on the date of enactment of the Rural

3 Development Reorganization Act of 1987 and ending five

4 years after such date.

5 "(3) There are authorized to be appropriated such sums

6 as may be necessary to carry out the purposes of this subsec-

7 tion. Any expenditures made pursuant to this subsection shall

8 be effective only to the extent, or in such amounts, as are

9 provided for in advance in appropriation Acts.".

10 TITLE VMISOELIANEOUS AMENDMENTS

11 CONFORMING AMENDMENTS

12 SEC. 501. ( ?)(1) Section 657 of title 18, United States

13 Code, is amended by inserting ", - the Rural Development

14 Administration' after "Farmers' Home Administration".

15 (2) Section 658 of title 18, United States Code, is

16 amended by inserting ", or the Rural Development Adminis-

17 tration" after "Farmers' Home Administration".

18 (3) Section 1006 of title 18, United States Code, is

1S amended by inserting ", or the Rural Development Adminis-

20 tration" after "Farmers' Home Administration".

21 (4) S tion 1014 of title 18, United States Code, is

22 amended by inserting ", or the Rural Development Adminis-

23 tration" after "Farmers' Home Administration".

24 (b)(1) Section 623(c)(2) of the Community Economic

25 Development Act of 1981 (42 U.S.C. 9812(c)(2)) is amended
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1 by inserting ", or the Rural Development Administration"

2 after "Farmers' Home Administratio ".

3 (2) Section 628 of the Community P^onomic Develop-

4 ment Act of 1981 (42 U.S.C. 9817) is amended-

5 (A) by amending the heading to read "DEPART-

6 MENT OF AGRICULTURE AND RURAL DEVELOPMENT;

7 RURAL DEVELOPMENT ADMINISTRATION PROGRAMS",

8 and

9 (B) Ly inserting ", or the Rural Development Ad-

10 ministration" after "Farmers Home Administration".

11 TITLE VIADMINISTRATIVE PROVISIONS

12 REFERENCES

13 SEC. Gel. (a) Any reference in any law, regulation, or

14 order in effect immediately before the effective date of this

15 to the Department of Agriculture shall be deemed to be a

16 reference to the Department of Agriculture and Rural

17 Development.

1 (b) Any reference in any law, regulation, or order in

19 effect inanettiately bef,-re the effective date of this Act tt, tne

20 Secretary : Agriculture, or any other officer or employee of

21 the Department of Agriculture, shall be deemed to be a refer-

22 ence to the Secretary of Agriculture and Rural Development

23 or an officer or employee of the Department of Agriculture

24 and Rural DeNel-t,inent, s the case may be.
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1 (c) An reference it any law, regulation, or order in

2 effect immediately before the effective date of this Act to the

3 Farmers Rome Administration or Farmers' Home Atilt-Lillis-

4 tration or to the Administrator of the Farmers Home Admin-

5 istration or of the Farmers' Hone Administration relating to

6 any function, power, or duty which is, on or after such effec-

7 Live date, a function, power, or duty of the Rural Develop-

8 ment Administration or the Administrator of the Rural De-

9 velopment Administration, shall be deemed to be a reference

10 to the Rural Development Administration or to the Adminis-

11 trator of the Rural Dev-lopment Administration, as the case

12 may be.

13 INCIDENTAL TRANSFERS

14 SEC. 602. (a) The Secretary of Agriculture and Rural

15 Development shall make such determinations, and shall

16 transfer such personnel from the Farmers Home Administra-

17 tion, as may be necessary or appropriate with regard to the

18 functions transferred by this Act to the Rural Development

19 Administration. The F. otary shall also make such addition-

20 al incidental dispcsitions of personnel, assets, liabilities, con-

21 tracts, property, records, and unexpended halal, '2,s of appro-

'22 priations, authorizations, allocations, and other funds held,

23 used, arising from, available, or to be made available in eon-

24 nection with the functions transferred by this Act, as the Sec-

25 retary may deem necessary to accomplish the purposes of this

26 Act.
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1 (b) The Administrator of the Farmers Home Adminis-

2 tration atie tho Secretary of Agriculture and Rural Develop-

3 ment shall take whatever steps are necessary to assure the

4 effective and efficient transfer of authority as provided for in

5 this Act and the amendments to other laws made by this Act.

F ABATEMENT: SUCCESSION IN INTEREqT

7 SEC. 603. (a)(1) No suit, action, or other proceeding

8 commenced before the effective date of this Act by or against

9 any officer of the Farmers Home Administration in the offi-

10 cial capacity of such officer shall abate by reason of this Act

11 or any amendment made by this Act.

12 (2) No cause of action arising before the effective date of

13 this Act by or against the Farmers Home Administration

14 shall abate by reason of this Act or any amendment made by

15 this Act.

16 (b) If, before the effective date of this Act, the Farmers

17

18

19

20

21

22

23

24

25

26

Home Administration, or any officer of the Fanners Home

Administration in the official capacity of such officer, is a

party to a suit, action, or other proceeding and if by reason of

this Act or any amendment made by this Act the function

involved, or such officer named, in such su.:*. action, or pro-

ceeding is transferred to the Rural Development Administra-

tion, then such suit shall be continued with the Secretary of

Agriculture and Rural Development and the Administrator,

Rural Development Administration, or other appropriate offi-

cer of the Department substituted or added as a party.
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1 (c) The rights, interests, obligations, and duties of the

2 Farmers Home Administration arising before the effective

3 date of this Act out of any

4 (1) loan made, insured, or guaranteed, or

5 (2) grant or contract made,

6 by tha Farmers Home Administration in the exercise of its

7 functions will continue to be vested in the Farmers Home

8 Administration (except with respect to any function to be ex-

9 ercised after the effective date of this Act by the Rural De-

10 velopment Administration), and in the Rural Development

11 Administration (with respect to ally function to be exercised

12 after the effective date of this Act by the Rural Development

13 Administration).

14 isiGULATIONS

15 SEC. 604. The Secretary of Agriculture and Rural De-

16 velopment shall prescribe such regulations as may be neces-

17 sary to carry out this Act.

18 TITLE VIIBLOCK GRANTS

19 Subtitle ARural Development Assistance Grant

20 COMBINATION OF CERTAIN RURAL DEVELPMENT ASSIST-

21 ANCE GRANT PROGRAMS INTO A SINGLE GRANT

22 PROGRAM

23 SEC. 701. (a) Subsection (c) of section 310B of the Con-

24 )lidated Farm and Rural Development Act (7 U.S.C.

25 1932(c)) is amended to read as follows.
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1 "(c)(1) The Rural Development Administration shall

2 make grants to States, pursuant to State rural development

3 plans submitted and approved in accordance with title II of

4 the Rural Development Reorganization Act of 1987 as the

5 Administrator may select-

6 "(A) to provide rural economic development tech-

7 nical assistance, rural community leadership develop-

8 ment, and community and areawide rural economic de-

velopment planning; or

10 "(B) for measures designed to facilitate develop-

11 ment of private business enterprises, including the de-

12 velopment, construction, or acquisition of land, build-

13 ings, plants, equipment, access streets and roads, park-

14 ing areas, utility extensions, necessary water supply

15 and waste disposal facilities, refinancing, services, and

16 fees.

17 "(2) Any amounts approglated under this subsection

18 shall remain availab , until expended, and any amounts au-

19 thorized for any fiscal year but not appropriated may be ap-

20 propriated for any succeeding fiscal year.

21 "(3) The Secretary shall require that matching funds be

22 provided by the States at such rate or amount as will insure a

23 commitment to the purposes of the rural development pro-

24 gram and a maintenance of effort by the States to a contin-

25 ued effectiveness of the program.
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1 "(4) There are authorized to be appropriated such sums

2 as may be necessary to carry out the purposes of this subsec-

3 tion. Any expenditures made pursuant to this subsection shall

4 be effective oly to the extent, or in such amounts, as are

5 provided for in appropriation Acts.".

6 "(b) Paragraph (11) of section 306(a) of such Act is

7 hereby repealed.

8 Subtitle BRural Infrastructure Block Grant Act

9 DEFINITIONS

10 SEC. 720. ALLOCATION TO STATE GOVERNMENTS.

11 (a) For each fiscal year, the Secretary of Agriculture

12 and Rural Development shall allocate to each State, out of

13 the amount appropriated for the fiscal year under this sub-

14 title, such sums according to a formula for the allocation of

15 funds that the Secretary shall establish, subject to the disap-

16 proval of Congress. The Secretary in establishing the formula

17 shall take into consideration such factors as, but not limited

18 to, the rural popnl9.tion of the State; the tax and revenue

19 efforts of the State, including that devoted to rural develop-

20 ment; the per capita income of the rural population of the

21 State; the unemployment rate in the State, especially in rural

22 areas impacted by a depressed agricultural economy; and

23 other relevant factors. The Secretary shall submit such pro-

24 posed formula within ninety da1, s after enactment of this Act.
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1 (b) The proposed formula for the allocation of funds she!

2 be submitted by the Secretary to both Houses of Congress

3 under this section and shall be promptly referred to the chair-

4 man of the Committee on Agrinulture, House of Representa-

5 tives and the chairman of the Committee on Agriculture, nu-

6 trition, Foresty, United States Senate. The formula shall

7 become effective unless there has been enacted into law a

8 joint resolution disapproving, or substituting another formula

9 for, such proposed formula within a ninety calendar day

10 period of continuous session of the Congr?ss (excluding Sat-

11 urdays. Sundays, td holidays, and any day on which neither

12 House is in session because of adjournment sine die, a recess

13 of more than three days, or an adjournment of more than

14 three days) beginning on the day after the proposed formula

15 is transmitted by the Secretary to the Speaker of the House

16 and the President of the Senate. The Secretary shall also

17 include in such proposed formula a provision for State match-

18 ing funds as provided in subsection (e) of this section.

19 (c) The Secretary shall accompany the formula for the

20 allocation of funds with proposed regulations, among others

'21 that the Secretary may wish to transmit, addressing the form

22 of the applications for State grants; who, at what time and

23 manner may make applications; requirements for the State

24 plan and performance indicators as to how the Secretary will

25 evaluate and measure compliance by States: any reporting
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1 requirements for State grant recipients; and specific provi-

2 sions on how grant funds may be us( , by State grant

3 recipients.

4 (d) The Secretary shall consult with the State govern-

5 ments in proposing such formula and before transmitting the

6 proposed formula to the Congress.

7 (e) The Secretary shall require that matching funds be

8 provided by the States at such rate or in such amount as will

9 insure a commitment to the purposes of the program and a

10 maintenance of effort by each State to a continued effective-

11 ness of the program.

12 SEC. 721. PAYMENTS TO STATE GOVERNMENTS.

13 (a) Except as provided under regulations of the Secre-

14 Lary of Agriculture and Rural Development and after the for-

15 mula for allocation for funds has been adopted as provided in

16 section 720, the Secretary shall determine allocations under

17 this Act for a fiscal year by the first day of the third month

18 before the beginning of the fiscal year. The Secretary shall

19 pay State governments each total amo "nt under this section

20 in installments. An installment shall be paid at least once a

21 quarter by the fifth day after the end of the quarter. The

22 Secretary initially may estimate the amount of each

23 installment.

24 (b) The Secretary shall adjust a payment under this title

25 to a State government to the extent that a prior payment to
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1 the government was more or less than the amount required

2 to Le paid. However, the Secretary may increase or decrease

3 a payment to the government only when the Secretary or the

4 government demands the increase or decrease with;n one

5 year after the end of the fiscal year for which the payment

6 was made.

7 (c) The Secretary may reserve a percentag e (of not

8 more than 0.5 per centum) of the amount under this section

9 for a fiscal year for a State government when the Secretary

10 considers the reserve is necessary to ensure the availability of

11 sufficient amounts *o pay adjustments after the final alloca-

12 tion of amounts among the States.

13 SEC. 722. USE OF FUNDS.

14 (a) Funds allocated to a State government under this

15 Act shall be used by that Stat. government, for rural infra-

16 structure development in accordance with-

17 (1) such cooperative agreements as may have

18 been entered into between the Rural Development Ad-

19 ministration and the State;

20 (2) the State plan submitted to and approved ' v

21 the Secretary;

22 (3) the requirement:, of this Act or other rural de-

23 velopment law; and

24 (4) such regulations as the Secretary may pre-

25 scribe to carry out e Act.
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1 (b) Each State receiving an allocation under this Act

2 shall submit to the Secretary of Agriculture and Rural Devel-

3 opment a rural infrastructure development plan that is part of

4 the plan submitted under section 201(b) of this Act and up-

5 dated or adjusted as provided by regulations issued by the

6 Secretary that-

7 (1) describes in detail the programs which will he

8 established and operated with Hinds made available

9 under this Act; and

10 (2) provides for the allocation of such funds within

11 the State.

12 SEC. 724.. .AORIZATION OF APPROPRIATIONS.

13 There are authorized to be appror .ated to make pay-

14 ments to State governments and for other purposes author-

15 ized under this Act, that are not otherwise authorized to be

16 appropriated, such sums as may be necessary for fiscal years

17 1988 through 1991. Any expenditures made pursuant to this

18 subsection shall be effective only to the extent, or in such

19 amounts, as are provided for in appropriation acts.

20 TITLE VIIISPECIAL ASSISTANT TO THE

21 PRESIDENT FOR RURAL POLICY

22 SEC. 80i. CREATION OF A SPECIAL ASSISTANT TO THE

23 PRESIDENT.

24 (a) The President shall appoint, not later than ninety

25 days after the date of enactment of this Act, a Special Assist-
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ant to the President for Rural Policy (hereinafter referred to

as the "Special Assistant") to assist, advise, and make rec-

ommendations to the President in order to improve and en-

hance rural development programs carried out in the United

States.

(b) Section 5315 of title 5, United States Code is

amended by adding at the end thereof the following new

item: "Special Assistant for Rural Policy.".

SEC. 802. DUTIES AND RESPONSIBILITIES.

(a) The Special Assistant shall provide the leadership for

et.ordination within the executive branch for programs affect-

ing rural areas by using the services and i.2siqtance of execu-

tive branch departments and agencies.

(b)(1) Re Special Assistant on behalf of the President

shall conduct a systematic review of Federal programs affect-

ing rural areas after cc...sultation with the Administrator,

Rural Development Administration, Chief Counsel for Advo-

cacy, Office of Advocacy for Rural Development, and the

Secretary of Agriculture an0 'ural Development

(A) to determine whether such areas are benefit-

21 ing from such programs in an equitable proportion to

22 the benefits received by urban areas, and

23 (B) to identify any factors that may restrict acces-

24- sibility to such programs in rural areas or limit partici-

25 pation in such programs.
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1 (2) Subject to section 552a of title 5, United States

2 Code, the Special Assistant may secure directly from any

3 Federal department or agency information necessary to carry

4 out the Special Assistant's duties under this section. Upon

5 request of the Special Assistant under this paragraph, the

6 head of any such Federal department or ak, ncy shall furnish

7 such information to the Special Assistant.

8 (3) The Special Assistant shall monitor the cooperative

9 efforts within Federal departments and agencies to improve

10 the coordination and effectiveness of Federal programs, serv-

11 ices, and actions affect.ng rural areas. The Special Assistant

12 may request the heads of Federal departments and agencies

13 to participate in any working groups that the Special Assist-

14 ant, after consultation with the Secretary of Agriculture and

15 Rural Development, deems necessary to carry out this

16 section.

l't (4) The Special Assistant may conduct Presidential con-

18 ferences to receive comments on any matter that the Special

19 Assistant, after consultation with the Secretary of Agricul-

20 ture and Rural Development, determines may have a signifi-

21 cant impact on rural development or th, economic develop-

22 ment of rural areas.

23 (c) The Special Assistant shall monitor the legislative

24 process and advise the President and Congress how rural
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1 areas would he affected by legislation being considered by

2 Congress.

3 (d)(1) The Special Assistant shall as requested by the

4 Secretary assist in the preparation of a comprehensive rural

5 development strategy based on the needs, goals, objectives,

6 plans, and recommendations of local communities, pclitical

7 subdivisions of States, States, and multistate regions, which

8 is designed to-

9 (A) maximize the effectiveness and increase the

10 responsiveness of multidepartment and multiager-.

11 Federal programs to rural areas, and improve the de-

12 livery of services, assistance, and benefits under such

13 programs in rural a-oas;

14 (B) increase the coordination of such Federal pro-

15 grams with the development needs, objectives, and re-

16 sources of local communities, political subdivisions of

17 States, States, and multistate i 'gions; and

18 (C) make recommendations to the President, after

19 consultation with the Secretary of Agriculture and

20 Rural Development, that would achieve the most effec-

21 tive combinations of Federal, State, and local resources

22 to meet the needs of rural areas for orderly growth and

23 development.

24 (2) The rural development strategy referred to in this

25 subsection shall take into b., count the need to
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1 (A) improve the economic well-being of all rural

2 residents and alleviate the problems of low income, el-

3 derly, minority, and otherwise disadvantaged rural resi-

4 dents;

5 (B) improve the business and employment oppor-

6 tunities, occupational training and employment serv-

7 ices, health care services, educational opportunities,

8 energy utilization and availability, and accessibility to

9 and delivery of private and public financial resources in

10 the maintenance and creation of jobs in rural areas;

11 (C) improve State and local government manage-

12 ment capabilities, institutions, and programs related to

13 rural development and expand educational and training

14 opportunities for State and local officials, particularly

15 in small rural communities;

16 (D) strengthen the family farm ,ystem; and

17 (E) maintain and protect the environment and

18 natural resources of rural areas.

19 (3) The Special Assistant may conduct Presidential con-

20 ferences and rece;- such suggestions and recommendations

21 as the Special Assistant and the Secretary deem appropriate

22 during the preparation of a rural development strategy.

23 (4)(A) Not later than one year after the date of the en-

24 actment of this Act, the Secretary shall transmit the rural

25 development strategy to the Committee on kiiculture of the
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1 Inuse of RepresentatiN,,s and the Committee on Apicultua,

2 Nutritien, and Forestry of the Senate.

3 (B) In each year beginning after such strategy is so

4 transmitted, the Secretary shall transmit of such committees

5 a report specifying whether such strategy has been modified

6 in the year for which such report is made aiid containing a

7 description of each such modification.

8 (e) The Special Assistant shall utilize the Office of the

9 President to maximize c000lination of Federal programs al-

10 feet rig rural areas through a systematic effort to assist the
11 Secretary in-

12 (1) improving communication and encourage coop-
13 eration among Federal departments a,id agencies in the

administration of rural development programs;

11, (2) eliminating conflicts, duplication, and gaps in
16 program coverage, and resolve contradictions and in-
17 consistencies in the objectives, administration, and ef-
19 fects of rural development program;
19 (3) facilitating the sharing or common lore ticii of
20 field offices of Federal agencies admi.tistciiiig similar
21 or complimentary pi ograms and unification of delivery
22 systems, where feasible, to maximize convenience and
23 accessibility of such agencies and programs to rural
24 residents;
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1 (4) facilitating and expediting joint funding of

2 rural projects through Federal programs;

3 (5) identifying administrative problems in Federal

4 programs that delay or hinder the effective delivery of

5 services, assistance, or benefits to rural areas; and

6 (6) recommendations for simplifying, standardiz-

7 ing, and reducirct the complexity of applications, re-

8 ports, and other forms required under Federal rural

9 development programs.

10 TITLE IXEFFECTIVE DATE

11 EFFECTIVE DATE OF ACT AND AMENDMENTS

12 SEC. 901. This A't and the amendments made by this

13 Act shall take effect on the date of enactment except as

14 otherwise provided.
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