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(1)

HEARING TO DISCUSS RURAL DEVELOPMENT 
CHALLENGES AND OPPORTUNITIES 

Tuesday, February 13, 2007

U.S. SENATE, 
COMMITTEE ON AGRICULTURE, 

NUTRITION, AND FORESTRY 
Washington, DC 

The Committee met, pursuant to notice, at 9:52 a.m., in room 
SR–328, Russell Senate Office Building, Hon. Tom Harkin, Chair-
man of the Committee, presiding. 

Present: Senators Harkin, Lincoln, Nelson, Salazar, Brown, 
Casey, Klobuchar, Lugar, Cochran, Coleman, Thune, and Grassley. 

STATEMENT OF HON. TOM HARKIN, A U.S. SENATOR FROM 
IOWA, CHAIRMAN, COMMITTEE ON AGRICULTURE, NUTRI-
TION AND FORESTRY 

Chairman HARKIN. The Committee on Agriculture, Forestry and 
Nutrition will come to order. This morning we are having another 
in our series of hearings leading up to the Farm Bill, and this 
morning we are having a hearing on rural development. 

I will just make an opening statement and then I will introduce 
Senator Chambliss, and I know some Senators also want to intro-
duce some of our guests and I will ask them to do that at that 
point in time. 

Typically, when the Farm Bill is discussed, rural development 
and the challenges and opportunities facing rural Americans and 
their communities are not especially high on the list of topics. In 
the reality, the Farm Bill is the single most important piece of leg-
islation we deal with, having a broad focus on rural development. 

Despite their unique challenges, rural communities offer many 
advantages. Ironically, rural America is a wonderful place to live 
and raise a family, too often, it is a hard place to make a living 
and support a family. The new Farm Bill hold much promise for 
helping rural Americans capitalize on the strengths on their com-
munities to increase economic growth, jobs, and the quality of life. 

We need to examine the Department of Agriculture’s numerous 
rural development programs to see what is working and what 
needs improvement. We also need to foster better coordination be-
tween the various Federal agencies, State and local governments, 
nonprofit and charitable entities, and private individuals and busi-
nesses. 

One innovation which has already proven its value involves a 
cluster of communities joining together to identify their strengths 
and their needs and then to work cooperatively with governments 
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and businesses, educational, and nonprofit entities to carry out a 
rural development strategic plan. This is a sound approach and one 
I hope we can encourage in the new Farm Bill. 

We also have to opt to consider better focus in USDA rural devel-
opment assistance toward those communities who have devised a 
plan to make the most effective use of Federal dollars. The experi-
ence thus far shows that certain strategies and Federal initiatives 
hold a lot of promise, for example, adding value to farm commod-
ities and products, whether for energy or a host of other bio-based 
products helps to increase farm income, rural economic growth, and 
jobs, of course, while reducing our dependence on imported oil. 

The Value Added Agricultural Product Market Development 
Grants have worked well; I hope they can be strengthened. We also 
know that basic infrastructure is critical to the prospects of any 
rural community, from electricity, to drinking water and waste 
water treatment, and the high speed internet access which has now 
become a necessity. 

We put funding in the 2002 Farm Bill for the specific purpose of 
funding USDA’s backlog of approved applications for water and 
waste water programs, and I hope we can achieve a similar objec-
tive in this bill. 

One last thing, quality health care is, of course, also essential, 
and I commend the Administration’s proposal to help rural hos-
pitals. I also support Senator Nelson’s proposed legislation to help 
small rural businesses to get started and succeed. And we must 
continue to support cooperatives as they carry on their tradition of 
improving farm income and rural economic opportunities. 

We also need to do what we can, and I am not certain I have 
an answer here, but I hope to explore it, how we hope move more 
venture capital for investment in rural areas. Community founda-
tions can also help communities assemble more resources to help 
themselves. As we now know, there is a good deal of accumulated 
capital, though much of it remains untapped as a source of invest-
ment in those areas. 

So those are just some of the areas I hope we can explore with 
the witnesses today, and others, as we move forward to the devel-
opment of the Farm Bill. So I look forward to the testimony of our 
witnesses, and the valuable contributions they can make to our dis-
cussion in the rural development title of the new Farm Bill. 

I will reserve time for Senator Chambliss to make his opening 
statement when we comes. I know that Senator Nelson and Sen-
ator Klobuchar wanted to make a couple of introductions before we 
proceed, and I would first recognize Senator Nelson for that pur-
pose. 

STATEMENT OF HON. E. BENJAMIN NELSON, A U.S. SENATOR 
FROM NEBRASKA 

Senator NELSON. Thank you, Mr. Chairman. It is my pleasure to 
introduce Chuck Hassebrook who is the Executive Director of the 
Center for Rural Affairs in Lyons, Nebraska. The Center is a na-
tionally recognized research, advocacy, and rural development orga-
nization that promotes family farming and ranching, small busi-
ness and entrepreneurial rural development. 
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Chuck also serves on the University of Nebraska Board of Re-
gents and is its past Chair. He formerly served on the on the U.S. 
Department of Agriculture National Commission on Small Farms, 
and was Vice Chair of the USDA Agricultural Science and Tech-
nology Review Board. He currently serves on the Nebraska Rural 
Development Commission. 

Mr. Hassebrook is a University of Nebraska graduate, a native 
of Platte, Nebraska where his family is engaged in farming. He 
lives in Lyons, Nebraska with his wife Kate and sons Anton and 
Peter. 

It is my great pleasure to introduce a very, very good friend, very 
strong advocate for rural development, and a partner over the 
years while I was in the Governor’s Office and since I have been 
in the Senate, Mr. Chuck Hassebrook. 

Chairman HARKIN. Thank you very much Senator Nelson, of 
course we all know Chuck Hassebrook, and that is a great intro-
duction. 

I will turn to Senator Klobuchar. 

STATEMENT OF HON. AMY KLOBUCHAR, A U.S. SENATOR 
FROM MINNESOTA 

Senator KLOBUCHAR. Thank you, Chairman Harkin. It is my 
pleasure today to introduce Joe Sertich. Joe is from northeastern 
Minnesota where, actually, my grandpa was a miner and my dad 
grew up. And Joe is the President of the Northeast Minnesota 
Higher Education District, which is a network of five community 
colleges, and one of them is Vermillion College, where my dad went 
to college. 

You might think that Mr. Sertich looks young, but you should 
know that his son, as Senator Coleman knows—his son Tony is the 
Majority Leader of the Minnesota State House of Representatives. 
So we are very honored to have Mr. Sertich with us on the panel. 
Thank you. 

Chairman HARKIN. Thank you. Senator Coleman also indicated 
that he wanted to say something on behalf of Mr. Sertich. 

STATEMENT OF HON. NORM COLEMAN, A U.S. SENATOR FROM 
MINNESOTA 

Senator COLEMAN. This is a great Minnesota family, Mr. Chair-
man, really committed to the public services. These issues are crit-
ical. I just want to welcome Mr. Sertich to the Committee, and I 
look forward to hearing his testimony. 

Chairman HARKIN. Thank you very much. We will now begin our 
testimony. We are going to try to ask you to limit it to 5 minutes. 
I know a lot of Senators have questions and want to get engaged 
in conversation with you, so if you could—all of your statements 
will be made part of the record in their entirety, and I would as 
that if we could just start with Mr. Fluharty, and work down. I 
hope that your clock is working. I will give you 5 minutes. If you 
go a few seconds or a minute over, it is not going to bother us that 
much. 

Mr. Fluharty, welcome, again to the Committee. You have been 
a witness here before many times in the past. We welcome you 
back. Please proceed. 
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STATEMENT OF CHARLES FLUHARTY, PRESIDENT, RURAL 
POLICY RESEARCH INSTITUTE, TRUMAN SCHOOL OF PUB-
LIC AFFAIRS, COLUMBIA, MISSISSIPPI 
Mr. FLUHARTY. Thank you, Mr. Chairman, members of the Com-

mittee. I appreciate the opportunity to be here, as we begin delib-
erations, again, on a new Farm Bill. 

Mr. Chairman, you asked us to look at the opportunities and 
challenges in rural America, and I believe we have given that fairly 
synoptic coverage in our written testimony, which I would ask is 
entered in the record. And I hope members and staff have an occa-
sion to review the dynamic challenges that are there. 

You and your colleagues have a very difficult task this year, as 
you all know. This title is very broad and it addresses a number 
of very critical national needs, and you are entering a year in 
which the baseline for this Committee is going to be an increasing 
challenge. So in my written testimony, I really tried to make a case 
for, despite those issues, the absolute necessity that RUPRI be-
lieves must be addressed: significant new investments and a dif-
ferent policy approach in the rural development title this year. 

Simply put, there are two major reasons for that. One is a do-
mestic consideration, and the other is an international consider-
ation. I would like to review those just briefly for you. 

There are two particular domestic challenges that I would sug-
gest you must look at this time in our Nation’s history. One is the 
rural disadvantage in Federal fund flows for economic and commu-
nity development. I have laid that out, I think, very clearly. It is 
an ongoing challenge. This year, it is a $550 per capita difference, 
urban versus rural. Those are new numbers. That is very, very sig-
nificant. That is a multi-billion dollar challenge for rural economic 
development and entrepreneurship. 

The other is a unique challenge that results from your Federal 
designations and the growing interdependence of rural and urban 
areas. Counties are no longer adequate descriptors for this, and in 
everything from energy to food systems we need to think about the 
continuum of Federal commitment to rural strategies, from rural 
through urban areas. 

In fact, RUPRI believes that we are going through a set of socio-
economic and demographic changes that are as important as the 
great shifts in the 1950’s. We think they will have significant long-
term rural implications for what is going on out there in the dirt. 

The second issue is international competition. Every developed 
nation that we work with in OECD is going through the very same 
challenges this Committee is, but many of these public programs 
in other developed nations, frankly, are taking approaches that are 
more systematic, continuous, and at a deeper level of public invest-
ment. And these are the competitors that our rural regions must 
contend with, not the next county. 

I will simply mention two. The EU has a major new rural 
broadband initiative that is going to essentially put broadband in 
every community in Europe. In addition, they just announced a 
multi-billion dollar European innovation fund that will link their 
universities to rural regions. We have neither of those right now, 
and that is significantly disadvantaging rural entrepreneurship in 
the United States. 
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My colleagues on this panel are going to offer a number of won-
derful examples of the opportunities that are out there. There is 
much going on. We would endorse everything that is going to be 
mentioned as a sector-specific opportunity, but as a public policy 
institute, I would like to close with three policy challenges that you 
have to confront. You have to deal with the disadvantage that rural 
areas have in your Federal commitment, overall, to economic devel-
opment. 

Second, I would urge you to provide leadership to rethink essen-
tial public services. The Administration’s approach is excellent, in 
terms of funding to address backlog, but we must also look at 
broadband and broader community resources. 

Third, we really do need a new policy framework, and it needs 
to be a framework in which shared investments between the public, 
private, and philanthropic sector are scaled. There simply are not 
enough Federal dollars. 

So Mr. Chairman, in that regard, I want to commend the Com-
mittee. As you all know in the 2002 bill, you passed something 
called the Rural Strategic Investment Program. It was unfortu-
nately not funded. There are problems with that in today’s market, 
but I would contend that it is the right model, and I would contend, 
if we can think about a scaled investment model that does three 
things: looks at regional frameworks in a very significant way, has 
laser attention to entrepreneurship and institutional innovation, 
and assures continuous commitment so that State and private dol-
lars can be addressed in a Federal framework. I think we are well 
there. 

Mr. Chairman, the recent New York Times article on ethanol 
was wonderful, and I will read your quote there. ‘‘We need to think 
big and act aggressively.’’ Ethanol is a wonderful opportunity, but 
there are 2,000 rural communities that will not have an ethanol 
plant. 2,000 counties. There are many advocates for ethanol. There 
are 90 million rural Americans that need attention as well, and we 
need entrepreneurship beyond the ethanol juggernaut. We contend 
broader entrepreneurship is the future, and we believe a new 
framework is necessary.’’

Thank you, Mr. Chairman. Thank you, members of the Com-
mittee. I look forward to your questions. 

[The prepared statement of Mr. Fluharty can be found on page 
46 in the appendix.] 

Chairman HARKIN. Well, Mr. Fluharty, thank you very much for 
that wonderful opening statement. It sort of sets the stage, I think, 
for our other witnesses and for our discussion. 

I just want to also thank you at the outset for all the work that 
the Rural Policy Research Institute does. 

Mr. FLUHARTY. Thank you, Mr. Chairman. 
Chairman HARKIN. Great information that we get here on both 

sides of the aisle. 
I think I stole that quote from Dick Lugar, by the way. 
Mr. FLUHARTY. I am sure you did. 
Chairman HARKIN. Mr. Hassebrook, we will recognize you next. 
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STATEMENT OF CHUCK HASSEBROOK, CENTER FOR RURAL 
AFFAIRS, LYONS, NEBRASKA 

Mr. HASSEBROOK. Thank you, Senator Harkin, and thank you, 
Senator Nelson, for that kind introduction. 

This Farm Bill presents an opportunity to invest in our future. 
There are proven strategies that work to revitalize our rural com-
munities, largely based on small entrepreneurship and agricultural 
entrepreneurship. And if we invest in those strategies, we can set 
off a wave of development that revitalizes rural communities and 
creates genuine opportunity for rural people across this country. 

You know, small entrepreneurship really is key. We analyzed the 
most rural agricultural counties in our region, the Western Corn 
Belt and the Northern Great Plains. What we found is that about 
60 percent of all new jobs came from non-farm proprietorships. It 
was people creating their own job by starting a small business. And 
perhaps what is most exciting and encouraging about that is that 
when we survey rural high school students in our State we find 
that about half of high school students in rural areas want to own 
their own business. This is a strategy that has the capacity to draw 
our young people back to rural communities. 

With that, I am very pleased that Senator Nelson is introducing 
a rural micro-enterprise and entrepreneurship bill that would pro-
vide $50 million in mandatory funding to provide loans, training 
and technical assistance to rural small businesses. This legislation 
is modeled after a program in Nebraska that was initiated by then-
Governor Nelson. Last year, that program provided loans, training, 
and technical assistance to over 4,000 business, rural and urban 
and it has been a great success story. 

And when I measure the success of that program I think of the 
families. I think of families like the Gaster family out in Indianola, 
Nebraska, out in southwest Nebraska. It is an area that has been 
losing population, suffering from drought. It is a tough place to 
make a living. And Mr. Gaster always had this hobby of making 
wood and copper barrels. Well, they turned that into a business, 
and today they are selling wooden and copper barrels over this en-
tire country, with clients, in part, from Hollywood movie sets. They 
have clients like 20th Century Fox, Disney, and the Smithsonian 
Institution. And it has been successful to the point that not only 
is supporting Mr. and Mrs. Gaster, but their son is coming into the 
business. 

My point is simply this: That is the kind of success that you can 
have when you invest in entrepreneurship. That is what we need 
to do, in my judgment. 

There are also opportunities for entrepreneurship on the farm. 
You know, I was struck by a consumer panel that Better Homes 
and Gardens pulled together a few years ago where they found that 
about two-thirds of consumers say they would pay a premium for 
pork if it is raised on a small farm that is humane and environ-
mentally responsible. 

Now, those surveys usually overstate the demand, but let’s say 
it is a quarter of consumers. That is a huge opportunity for small 
and mid-sized farms. And one of the programs that has helped 
farmers tapped that opportunity is the Value Added Producer 
Grants Program. It is a program that you created in this Farm Bill 
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in 2002. I think it is the great success story of the rural develop-
ment title of the 2002 Farm Bill. I would urge you to reauthorize 
that and strengthen it. Strengthen it by committing $50 million in 
mandatory funding, and strengthen it by putting a clear statutory 
priority on projects that help strengthen small and mid-sized 
farms. 

Now, I am not proposing a means test. I am not proposing some-
thing exclusive. I am proposing a priority. When we analyzed the 
grants made under that program under the current Farm bill, we 
found that there are a lot of good projects funded, but when we 
graded projects for their relevance to strengthening small and mid-
sized farms, we found that about 40 percent of the projects were 
graded an F for relevance in strengthening small and mid-sized 
farms. And I think a clear statement of priority in that regard by 
the Congress would really help strengthen that program. 

A couple of other points. One, we think it is vital that we infuse 
entrepreneurship across the titles of the Farm Bill. It is not just 
a rural development title issue. 

For example, in the research title, I would encourage you to in-
clude a program that provides mandatory funding for grants to be 
administered by the existing USDA rural development centers in 
places like Iowa State and Penn State, that they could turn around 
and then make grants to educational institutions, be they commu-
nity colleges, be they the extension service—perhaps high schools, 
to provide entrepreneurship education to adult learners and to 
youth. The most exciting things I have seen in entrepreneurship in 
Nebraska is that we now have high schools that are teaching entre-
preneurship. 

You know, that is a big deal to me, because our schools work 
pretty well in rural areas. They certainly do in rural Nebraska, and 
rural Iowa, and a lot of rural communities. But you know, I kind 
of sense that, over the years, we have taught a lot of young people 
to leave. And what we are doing with these programs now is, we 
will educate you to leave if you want to leave, but if you want to 
stay, we are also going to educate you in a way that gives you some 
of the skills you need to create your own future in rural America 
through entrepreneurship. And to me that is exciting and we have 
seen some great examples of it. 

One last thought I want to leave you with before closing. You 
might ask, those things sound neat, but where are you going to get 
the money for them? And what I would say is this, this Farm Bill 
will oversee about $50 billion a year in mandatory funding, most 
of it to address very real and very immediate needs. But if this 
Congress could just carve out 1 percent of that money to help cre-
ate a future in rural America, $500 million a year for entrepreneur-
ship, it could set off a wave of new opportunities in rural America 
that would result in, the next time you do a Farm Bill, maybe not 
having so much need for immediate assistance. 

So thank you and I appreciate your time. 
[The prepared statement of Mr. Hassebrook can be found on page 

79 in the appendix.] 
Chairman HARKIN. Mr. Hassebrook, thank you very much for 

your statement. Again, I thank you for all your leadership for the 
Center for Rural Affairs and for your many years of working with 
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us here and testifying. And thank you also for all the help you gave 
us on the 2002 Farm Bill. 

The ideas that you just rolled out are very provocative and I am 
sure we will have questions about entrepreneurship and how you 
teach it and who does it. I think I know it. I do not know how to 
define it and how to do it, but kind of a, I will know it when I see 
it kind of thing. So maybe you can help us think through how we 
carry it out. 

Next, we will turn to Mr. Vernon Kelley. He is Executive Direc-
tor of the Three Rivers Planning and Development District, and 
past President of the National Association of Development Organi-
zations. 

He is the author or father of what is called the Tupelo Miracle 
in his area. 

Mr. Kelley, welcome to our Committee. 

STATEMENT OF VERNON KELLEY, THREE RIVERS PLANNING 
AND DEVELOPMENT DISTRICT 

Mr. KELLEY. Thank you, Mr. Chairman, honorable Committee, 
distinguished staff. I appreciate the opportunity to come today be-
fore you as you are considering the rewrite of the 2002 Farm Bill. 

I am probably the only panelist that actually represents rural 
governments and local governments where the rubber meets the 
road and where the pain really hurts, the people that are your con-
stituents and represent your constituents, and I appreciate the op-
portunity to be here. 

I will warn you, I do not see, so the clock is not going to help 
me. That is the 100 percent truth and not a joke. So if I have to 
stop, you will just have to stop me. 

Chairman HARKIN. You do not mind if Chuck Hassebrook just 
gives you the elbow, there. 

Mr. KELLEY. That would be a tough one, because I am speaking 
from my heart, Mr. Chairman. 

Three Rivers, we cannot claim the Tupelo story, but what we can 
claim unquestionably is partnership building. We work for eight 
counties, and the local governments were created in the 1970’s, and 
I have over 30 years experience in economic development with local 
governments and rural governments. 

We have built an area in north Mississippi, if you stick a pin in 
the center of it and do a 50–mile circle, there are more manufac-
turing jobs historically there in that 50–mile circle than anywhere 
else in the State of Mississippi. We have done such by becoming 
the upholstered furniture capital of the world. We are now facing 
foreign competition, and in the last decade, have lost over 10,000 
jobs in my region, in manufacturing jobs. 

And since July, and our workforce partnership that serves 27 
counties as partners with the community colleges, businesses, and 
industry, as well as local governments in promoting workforce and 
on the job training—we have lost over 3,000 jobs. That is in 7 
months. 

Rural America is suffering, and we are suffering in our end of 
the State. We have been partners in several successful endeavors, 
and I think partnerships are the only way to accomplish it. As one 
of our board members on our Regional Solid Waste said so effec-
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tively 1 day before his council in Tupelo, our largest city of 30,000, 
‘‘If I have to depend on the gates around on the city of Tupelo to 
make a living selling boats, I can close my office. I depend on the 
region.’’

We not only have to depend on the region now, but we compete 
nationally and globally. If you have read The World is Flat, you un-
derstand that what now happens across county lines happens 
across the oceans. We are successful in putting these partnerships 
together. We are the only region that I am aware of that has com-
munity colleges that serve as our one-stop coordinators and centers 
in our workforce area. We are very pleased that they are our part-
ners. And without partnerships and building in the region, of your 
businesses and your colleges, as well as your local governments, 
you cannot be successful. 

We put the first regional landfill together owned by local govern-
ments in the South. And 6 years consistent we have had the same 
tipping fee with local governments, industries, and businesses all 
paying the exact tipping fee, as opposed to private facilities where 
local governments get a bargain and they rake small businesses. 

We are proud of that partnership. We have put a partnership to-
gether in businesses with our lending. Thanks to IRP and some 
rural development assistance, as well as other Federal programs, 
we have, since 1985, made over $69 million in loans in our region, 
with over 11,000 people working there today in these loans. During 
this 21–year period, we have less than 1.5 percent loss rate over 
the combined total. 

We work with our banks, because without them we could not be 
successful. With these banks, we double that money, because we 
are always in a second lending position and made the banks our 
partners in economic development. 

One of our newest ventures in partnership is called the DUL Al-
liance. It is three counties and three municipalities that have ig-
nored local boundaries and crossed lines in expenditures and rev-
enue advantages, putting together a mega-industrial site to seek a 
major impact in industries such as an automobile facility. It is now 
one of the top five sites in the Nation by the consultant’s recogni-
tion, and we hope to be very successful to help offset some of this. 

The point I am making is it has got to be in rural America re-
gionally. No longer can the 5,000 town compete because it is not 
competing against the 10,000 town. No longer can rural America 
compete with the Atlantas, and the Memphises, and the Nashvilles 
individually, they have to group together. 

Mr. Chairman, I would like to request that this Committee con-
tinue its efforts on the Rural Strategic Investment Program, an 
outstanding concept, and you are to be commended for it—and to 
broaden it, and expand it, and hopefully initiate this nationwide. 

What I would also like you to consider in the Farm Bill reward-
ing partnerships—and I am going to have to go quick—rewarding 
partnerships where local governments work together. I want you to 
consider the infrastructure nationally, as almost all local govern-
ment programs are loans. Where Federal Government grants go to 
major metropolitan areas, my local governments are having to bor-
row it and pay it back. 
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And Mr. Chairman, I wish the Committee would consider the 
structure of economic development in rural agencies similar to 
mine that have been very successful with nominal financing 
throughout the years in helping the local governments join together 
and be successful in economic development. 

Mr. Chairman, I appreciate the opportunity. I wish I had an 
hour to talk to you, because my heart bleeds and loves rural Amer-
ica. God bless each of you for your efforts in helping rural America 
and your constituents back home, and God bless America. 

[The prepared statement of Mr. Kelley can be found on page 89 
in the appendix.] 

Chairman HARKIN. Well, Mr. Kelley, thank you very much for 
your profound statement, and also for the written statement, which 
I had gone over last evening. And thanks for being here today. 

Now we turn to Ms. Mary Holz-Clause, Co-Director of the Agri-
culture Marketing Resource Center at Iowa State University, and 
as I said, Associate Vice President for Extension, and Director of 
The Value Added Agricultural Program and Agriculture Marketing 
Resource Center. 

Welcome to the Committee. 

STATEMENT OF MARY HOLZ-CLAUSE, CO-DIRECTOR, AGRI-
CULTURAL RESOURCE CENTER, IOWA STATE UNIVERSITY, 
AMES, IOWA 

Ms. HOLZ-CLAUSE. Thank you very much, Senator Harkin, and 
all Senators, for the opportunity to talk with you this morning. 

In addition to a few other of those titles, my husband and I are 
also family farmers in west central Iowa. I am going to speak with 
a lot of passion and from the heart when I talk about the Value 
Added Producer Grants today. They really are making a significant 
impact in rural America. The more than 46 farmer-owned ethanol 
plants in the U.S. are fueling our Nation’s energy supply, and the 
95 biodiesel facilities are making a significant difference. 

However, we all know a lot about the excitement of the renew-
able fuels, but I want to talk about some other Value Added Pro-
ducer Grants recipients. One of those is a farmer in central Iowa. 
His name is Kelly Biensen. Kelly raises certified Berkshire pork 
products and markets those on both coasts. Kelly received a Value 
Added Producer Grant a couple years ago, and just last year, to 
give you an example, he and the other 20 pork producers in Iowa 
are just getting commodity prices, and an additional $1.6 million 
because of the assistance that they received from the Value Added 
Producer Grant. They used the VAPG money to leverage and work 
in market development. This is an example of the impacts that are 
happening in rural America with the Value Added Producer 
Grants. 

Another couple of example a Value Added Producer Grant is 
being used by a Texas marketing group that are now doing a value 
enhanced into a market that did not exist for them prior to receiv-
ing a grant. They used their funds and developed a market in Mex-
ico. 

A California cooperative group, created a tracking system so they 
were able to further develop their export market for raisin prod-
ucts. 
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The stories go on and on, and you can look at those in the official 
comments. Our producers have, for the most part, have some pretty 
marvelous examples of how they have taken those funds and lever-
aged that money to further develop either markets or coming up 
with new market strategies. 

For instance, many ethanol producers have used funding from 
VAPG to develop hedging scenarios so that they can assure that 
they can be successful in the future. The program has made a sig-
nificant impact on the farmers and the rural communities out 
there. 

Closely tied to the Value Added Producer Grants is the Agricul-
tural Marketing Resource Center. The Agricultural Marketing Re-
source Center is a virtual value added center, which means that it 
is all web-based. And on that website, generally there will be 
around a million to two million hits per month of farmers who are 
coming on and getting information, information on how to do busi-
ness plans, feasibility, marketing studies. There is also background 
on about 250 different commodities and products. So this Agricul-
tural Marketing Resource Center is truly a center for the whole 
United States. 

We have had inquiries on how to increase the market develop-
ment for pomegranates, and how to develop quality management 
systems for wild salmon fishing in Alaska. Armed with the re-
sources that we have, and partnering with the University of Cali-
fornia, Davis, and Kansas State University, our producers are get-
ting the assistance they need. We are working very closely either 
with service providers or producers in your States to answer their 
value added questions to explore or helping producers. 

Some of the studies that are going on right now include looking 
at the economics of producing ethanol from sugar beet pulp. An-
other one is looking at the impact of the current state of innova-
tions and competitiveness for bioenergy in California. Researchers 
at Tuskegee University looking at the opportunity for meat goat 
production in the United States. The University of Nebraska is 
doing a project right now on specialty cheese production and look-
ing at that marketing opportunity. 

At the Agricultural Marketing and Resource Center, we have 
tried to focus it so that it is there for all U.S. producers and farm-
ers. I have included in my testimony some quotes of people who 
have used the Center. I thought one that was particularly inter-
esting was a wine grower who had been growing and been involved 
in the wine business for 27 years. And he wrote to us after we had 
created a winery financial area, and he said, ‘‘Thank goodness. Fi-
nally somebody is putting that together.’’

And that is what the Agricultural Marketing Resource Center 
really wants to focus on, is to have those tool, those things, that 
producers need. If you go on the web, there is much information 
about production. We have done a wonderful job through our exten-
sion services and others of telling people how to grow things, but 
what we really want to focus on is, how do we turn that production 
into viable markets? 

In conclusion, as I mentioned at the very beginning when I 
talked about the pork group, as I told you, they had made some 
significant metrics—$1.6 million additional money last year, but 
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what was really amazing is perhaps a little harder to quantify. It 
is what the group has learned about the business, and marketing, 
and about themselves, and the attitude now that they say, you 
know what? There is a future out there in rural America. We can 
do this. We have the skill sets. We do have the confidence to go 
forward and do that. 

So I know that you are going to be very busy, and have many 
questions, and many deliberations, and many demands put upon 
you, but I would encourage you to ensure the seamless continuity 
of this program—the Value Added Producer Grants, and encourage 
you both to reauthorize the Value Added Producer Grants in the 
next Farm Bill, and provide full authorized funding right now for 
the upcoming appropriation process. 

Thank you very much. 
[The prepared statement of Ms. Holz-Clause can be found on 

page 84 in the appendix.] 
Chairman HARKIN. Thank you very much, Ms. Holz-Clause, for 

being here and your great statement. 
Now we will turn to Mr. Sertich, President of the Northeast Min-

nesota Higher Education District, and Chair of the Rural Commu-
nity College Alliance. 

STATEMENT OF JOE SERTICH, CHAIR RURAL COMMUNITY 
COLLEGE ALLIANCE, CHISHOLM, MINNESOTA 

Mr. SERTICH. Chairman Harkin, and members of the Committee, 
I thank you for the opportunity to testify today. 

As we heard in the gracious introduction by Senator Klobuchar, 
I am Joe Sertich, President of the Northeast Minnesota Higher 
Education District in Chisholm, Minnesota. The district consists of 
five comprehensive community colleges in six towns: Iron Rapids, 
Eveleth, Virginia, Ely, International Falls, and Hibbing. 

What Senator Klobuchar did not say is, long before she was a 
U.S. Senator, we recognized her father as an outstanding alum of 
Vermillion Community College in Ely. 

Ely, by the way, some like to think of as the end of the road. The 
people there call it the beginning of the road. As a matter of a fact, 
if you were to walk out the backdoor of our college and walk to the 
North Pole, you would cross one tarred road, and that would be the 
Trans-Canadian Highway. So it is remote. It is rural. 

We also have had an opportunity, thanks to the Rural Renais-
sance Initiative of Senator Coleman—and thank you for your wel-
coming comments, Senator—to host two town meetings, one in 
Hibbing and one in International Falls where the Senator comes 
out and utilizes us in the way we see us as a community center. 

I am also privileged to serve in the elected position as Chair of 
the Rural Community College Alliance, a membership organization 
of over 100 rural community colleges, advocating for the 957 rural 
serving community college campuses across this country. 

The Arrowhead region of northeast Minnesota, including the Iron 
Range has relied on a natural resource-based economy for over 100 
years. In the early 1980’s, mining accounted for 50 percent of the 
jobs and 60 percent of the income in northeast Minnesota. Today, 
mining represents 10 percent of both. 

VerDate 0ct 09 2002 12:37 May 21, 2007 Jkt 000000 PO 00000 Frm 00016 Fmt 6633 Sfmt 6633 C:\DOCS\34742.TXT SAG2 PsN: SAG2



13

Seven years ago, massive layoffs occurred. Higher education saw 
these developments as an opportunity to serve as a catalytic inter-
mediary for the region which was ripe for change. At the same 
time, community colleges saw the need to pool their resources to 
save administrative costs. The Minnesota State Colleges and Uni-
versities Board of Trustees chose to create the Northeast Higher 
Education District effective October 1st, 1999. The mission is to 
provide quality higher education to the communities throughout 
northeast Minnesota by developing a regional structure that will 
preserve college autonomy, but will also align programs and serv-
ices to better prepare residents for learning, employment, citizen-
ship, and life. 

We quickly realized that new governance for rural northeast 
Minnesota must go well beyond the community college. By seeking 
new partnerships with the region’s business and governments we 
created a new commitment to the future of the region. 

The Northeast Higher Education District was selected as one of 
36 participants in the Ford Foundation-funded Rural Community 
College Initiative. 

The Blandin Foundation provided inter-community leadership 
development and startup financial resources to the Itasca Tech-
nology Exchange in Grand Rapids. The Northland Foundation was 
an initial investor to brand this regional initiative as True North. 
Iron Range Resources share a workforce development position with 
the District, because workforce has been identified as a major chal-
lenge in the region. 

These are examples of how a region must work together to sur-
vive in this global economy, based on local assets and strategic in-
vestments. Technology was used as a tool to create living wage jobs 
across the region. In addition to attracting Blue Cross Blue Shield 
to the region, new healthcare training programs have spurred new 
investments by healthcare providers. And a heavy emphasis on cre-
ating new information technology firms, the business community is 
plugging gaps in the region’s support network for new businesses. 

This technology strategy was in direct response to outsourcing 
and offshoring Minnesota companies and others across our country 
were moving toward. Our goal was to create insourcing opportuni-
ties, proving our rural regions could compete. 

In northeast Minnesota, we referred to insourcing recruitment 
strategies as ‘‘lakeshoring,’’ which highlights the quality of life ben-
efits available to workers seeking employment in information tech-
nology fields. 

Eight years later, our economic health has improved with new 
economic projects under development. Rural community colleges 
throughout the country are taking more proactive roles in devel-
oping their communities and regions, and most of these institutions 
are 2–year granting community colleges. 

A new international collaboration was formed in 2006 when rep-
resentatives from the United States and Canada came together to 
identify common approaches to rural issues. My rural Community 
College Alliance colleagues are also members of the American Asso-
ciation of Community Colleges, and we work to coordinate our ef-
forts together. 
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Because community colleges give students the skills desired by 
local industry, they have become the educational institution of 
choice for many rural businesses. Rural communities must not be 
left behind. Community colleges are in a unique position as place-
based institutions utilizing their capacity to serve and assist rural 
regions. 

Across rural America, innovation driven by entrepreneurial 
thinking must be encouraged and implemented. Now is the time for 
all regional leaders to play forceful roles in community develop-
ment. Your rural community colleges are ready to step up and as-
sist in this leadership challenge. 

Thank you again, Mr. Chairman, and members of the Com-
mittee, for this opportunity to testify today. I appreciate your con-
tinuing leadership, and look forward to answering your questions. 

[The prepared statement of Mr. Sertich can be found on page 98 
in the appendix.] 

Chairman HARKIN. Thank you very much, Mr. Sertich. 
Thank you all for being here today. We will start a round of 5 

minute questions. Five minute or 6 minute? Five minute. Whatever 
it says there, anyway. 

[Laughter.] 
Chairman HARKIN. One of the common themes I hear coming 

from all your testimonies and your written statements is this idea 
that somehow we have got to get away from this, what I call, cat-
egorical or silo approach to rural development and the need for 
more framework that is regional in nature that will leverage exist-
ing funding of Federal, State, local, private, philanthropic. 

That all is very good. We have tried some regional approaches in 
the past. We have had regional councils of governments and things 
like that, and I am not certain it really worked very well. We have 
had some of these things in the past, since I have been on the Agri-
culture Committees, but nothing ever seemed to be the glue that 
held everything together. 

And so, as I go down the line, I just want to say, what one or 
two things come to your mind right away, that could we do dif-
ferently than what we have done in the past that would foster this 
kind of regional approach? 

What programs need to change from how they do it right now? 
What do we need to do on the ground? Just give me one or two 
things that leap to your mind that—if you could write Farm Bill, 
what would you change to make that regional approach work? 

We will start with Chuck Fluharty. 
Mr. FLUHARTY. Mr. Chairman, I am just a farm boy from Appa-

lachian Ohio, fifth generation on the farm. I love agriculture in my 
soul. I spent a lot of years in an agriculture association as an exec-
utive. 

Mr. Sertich’s testimony is very instructive. In my area of eastern 
Ohio, we lost our mills, we lost our mines, and our small farms 
could not compete. We did not have the regional framework Mr. 
Sertich talked about, and our region lags horrible. 

Let me just share with you what we are competing with. The Eu-
ropean Union, each year, spends a billion dollars on something 
called the LEADER Program, and that is a French acronym, but 
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it essentially links agricultural commitments to regional strategies 
for shared investment. 

It is a billion a year, and working in OECD countries, Mr. Chair-
man, you can see in the dirt how that works. The private sector 
links to philanthropy and it links to sub-regional development. 

The key seems to me to be the shared investment strategy. And 
everyone here has talked about a model in which funding streams 
come together. I will say three things: 

As I shared in my testimony, our rural development programs 
are excellent, but they do not have a vision. We do not have a pol-
icy goal right now in rural development. We have great programs. 
They are successful. If our goal is regional support, we are going 
to have to change a bit how we fund programs, because we are 
going to have to incent regional leadership to do this. It is a new 
model. It is working in a lot of regions simply because the private 
sector did it. I would argue that we need to think systemically 
about how we do that across rural America. 

I think our Governors, I think our legislators, and most of our 
sectors are trying to do this. It is simply not been integrated, Mr. 
Chairman. 

Chairman HARKIN. Well, again, we need some advice from all of 
you. You are the experts on what programs we need to change. 

Mr. Hassebrook. 
Mr. HASSEBROOK. Well, what I would say is put some money 

into—put some money into leadership development at the grass-
roots level, and engaging people in each small town in this process, 
because if you put together a regional plan, but the people involved 
in it are just agency folks and regional leaders, and you do not 
have leaders in each community that are invested in that and take 
it home and live it, that will not work. 

So that is the key to me is, how do you engage local people in 
the local small communities. 

Chairman HARKIN. Mr. Kelley. 
Mr. KELLEY. Thank you, Mr. Chairman. 
I partially disagree. I think it has worked in areas. I think it has 

worked in north Mississippi. And I think our Senator Cochran com-
ing from the senior center would acknowledge that. 

But I think what has to happen is fund the program. Turn 
around and give some credit for partnership. Cannot do it by them-
selves, Pontotoc cannot compete with the work by themselves. They 
cannot put internet services throughout the region by themselves. 
Right now, there are no incentives toward working together. In 
fact, it is almost a disincentive, as well as the incentives, grant-
wise, to carry out plans are in metropolitan U.S.A., now it rural 
America where most of the RDA programs are loan programs. 

My water and sewer systems are just totally depreciating [sic] in 
our small towns when all they can get is loans, where metropolitan 
areas get $3 billion a year in grants, CDBG, that they can 
prioritize and work within the existing system of EDA districts like 
myself that have proven over the years that they can build partner-
ships and work, and build the partnerships between local govern-
ments and community colleges. 
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Chairman HARKIN. Yes. I think we really need to take a look at 
what you have done down there. I am not familiar with it, but I 
think we really need to take a look at it. 

Ms. Holz-Clause. 
Ms. HOLZ-CLAUSE. One very specific program that I think would 

be a relatively easy fix is that Rural Cooperative Development Cen-
ter funding is only for 1 year at a time. And what this group does 
is, these Rural Cooperative Development Centers, help people, and 
they go after these on a competitive bid, but they help businesses 
develop business plans, marketing plans. As many of you know, 
you cannot develop a business in a year time period, and so just 
in that situation, just allowing them to be able to have at least a 
2–year time period to expend their money for the Rural Coopera-
tive Development Center would allow those centers to be around 
for at least 2 years, to stay with businesses, and help them develop. 
But that is a relatively simple thing and can make a big difference, 
because there will be staying power there.21Another one is, I 
guess, just providing funding for some things. For instance, the 
Northern Great Plains Economic Development Authority was au-
thorized, but that never got any wings underneath it. And that 
would have allowed for a regional approach to economic develop-
ment. So perhaps just being a little more aggressive about what is 
already in there and making sure that it is being enforced. 

Thank you. 
Chairman HARKIN. My time has run out. Mr. Sertich, I will get 

you in my next round. 
Senator Chambliss is unable to attend. He has another Com-

mittee and would like to have his statement entered in the record, 
and that will be done without objection. 

[The prepared statement of Hon. Saxby Chambliss can be found 
on page 39 in the appendix.] 

Now, this is the order that I have: Senator Nelson, Salazar, 
Casey, Klobuchar, Thune, Lugar, Coleman, Lincoln, Cochran, 
Brown. 

Senator Nelson. 
Senator NELSON. Thank you Mr. Chairman. 
Mr. Hassebrook, as you mentioned, the Nebraska Micro-enter-

prise Partnership Fund has worked well in Nebraska. What has 
been done to really connect it with goals and a vision as to what 
we want it to accomplish? How do we connect the program in Ne-
braska to a vision for rural Nebraska, and how has that worked to 
bring in grassroots acceptance and partnerships? 

Mr. HASSEBROOK. Well, I think the key has been that the Ne-
braska Micro-enterprise Partnership Fund has had an active board 
that included broad representation. It put together plans and prior-
ities in terms of how they want to drive this out, and then made 
sure that they did a good job of funding programs that reach across 
the State. 

This program has been a success. For example, I mentioned that 
last year it served 4,000 businesses. Well, those 4,000 businesses 
are responsible for keeping and, maintaining, and creating 7,500 
jobs, and they were served at a cost of $330 a job. Now, to anybody 
doing economic development, $330 a job is a bargain. 
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And so I think the key has been, again, the broad board that sets 
goals, sets strategies, and then keeps the focus on small entrepre-
neurship. 

Senator NELSON. I appreciate your pitching the bill which I am 
introducing today, which I hope some of my colleagues will take a 
close look at. Can you give us some idea of how that would work 
and how we have taken the experience in Nebraska to try and 
apply it to a broader base? 

Well, the bill that Senator Nelson is introducing is a bill that es-
sentially works through intermediaries. It would fund programs 
that could be run by public institutions, they could be run by non-
profit corporations, what have you, around the country, who would 
then turn around and provide loans, training, and technical assist-
ance to micro-businesses, businesses with fewer than five employ-
ees. 

And I cannot stress enough the training and technical assistance, 
because in our experience, when Central Affairs runs one of these 
programs, we make loans, but in fact the business planning that 
we help people do enables them to get twice the volume of loans 
from banks and other lenders than we actually lend. So it is really 
the training and technical assistance to these businesses that is 
most helpful. 

And the last thing that I think is really critical about this bill 
is that, if you just put the money out there for existing programs, 
there are some States in some areas of the country that do not 
have programs and would not be served. So one of the most impor-
tant features of this bill is that it creates a program that would 
provide assistance that would help new programs get started in 
areas that are currently underserved, which I think is critical. 

Senator NELSON. And it is not overrun with staff, right? 
Mr. HASSEBROOK. In fact, there is very little staff. There is about 

one-and-a-half staff in the Micro-enterprise Partnership Fund in 
Nebraska. 

Senator NELSON. You might think we rehearsed this in advance, 
but we did not. 

[Laughter.] 
Senator NELSON. I just learned a long time ago that it is better 

to have somebody else qualify your expert witness. 
As you look forward to the future, what other kinds of programs, 

you mentioned one or two—what other kinds of programs would at-
tach vision to what you are attempting to try to do? In other words, 
what kind of achievable goals can you set, and then measure suc-
cess toward those goals, as we have in this program? 

Mr. HASSEBROOK. Well, are you talking about the program that 
you are proposing? 

Senator NELSON. Well, any other program that might—I think 
you mentioned about $500 million across the board. 

Mr. HASSEBROOK. I think the key is that we have to measure the 
number of opportunities that we are creating, and then we need to 
measure the quality of those opportunities. 

Again, for example, one way you measure is you look at how it 
has impacted people’s lives. The program in Nebraska, the Micro-
enterprise Partnership Fund, when we analyze the businesses that 
have participated, and their situation going into the program, and 
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their situation 3 years later after participating, we found that their 
business assets had grown substantially, their personal assets had 
grown substantially, their incomes had grown substantially. 

And that is the kind of measure that you need to do. You need 
to look at how many jobs you are creating, whatever the program. 
I cannot stress enough self-employment as being one of the best 
forms of jobs. But then you have to look at how it impacts people’s 
lives. Are their lives better as a result? And I think that is a key 
to measuring success, because we want to create quality opportuni-
ties that help people build assets and improve their lives. 

Senator NELSON. The goal is to get them in a position where they 
can go borrow money themselves through the commercial banking 
and lending arrangement to where they have made their own in-
come, they have their own profitability as well as the quality of life 
combination; is that accurate? 

Mr. HASSEBROOK. Exactly, and, in fact, banks see this program 
in Nebraska as a great asset, because, first of all, the loans made 
through this program cannot be made to people who could get a 
loan from a bank, but what they do is they create a pipeline of cus-
tomers by helping new businesses start. They create a pipeline of 
new customers for the banks. 

Senator NELSON. Thank you, Mr. Chairman. 
Thank you, Chuck. 
Chairman HARKIN. Thank you, Senator Nelson. 
Senator Salazar. 
Senator SALAZAR. Thank you very much, Chairman Harkin. 
And thank you, for the witnesses, for your testimony here today. 
I have a comment and then a question to Chuck, and then to Ms. 

Holz-Clause. First let me just say that I think that, for all of us 
who sit on this Committee, this is a great opportunity for us to 
focus in on that part of America which is really, in many ways, a 
forgotten America. 

I would imagine that for the last 50 to maybe 100 years people 
who have sat on this Committee have taken a look at the Farm Bill 
as the opportunity to address those areas of our country which con-
tinue to struggle on the vine. 

I know in my own State of Colorado, even though the 1990’s 
brought a big boom to our State, it was really confined mostly to 
about 12 of the 64 counties, which meant that the rest of the State 
was in decline, while overall, the State appeared to be doing very 
well. And I think with most of my colleagues here we have that 
kind of reality in the States that we live in. 

My question to you, Chuck, is, first of all, with respect to the dis-
parity in funding that our government provides to metro areas 
versus rural America, you said that it is a $550 disparity. To me, 
that is unconscionable. How is it that we can create support for our 
people in this country and then to have this disparity that you 
have described. My question to you is, how do we fix that? I would 
like you to be as specific as you can on that. 

Mr. FLUHARTY. Sure. 
Senator SALAZAR. And my question to you, Ms. Holz-Clause, has 

to do with Agriculture Value Added Programs. Obviously it was 
part of the 2002 Farm Bill. It is something that you described as 
working well in your community and your experience. We have 
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been talking about Value Added Programs, and many places you 
might say for a very long time, and it seems like we have had some 
affect, but I think there is a lot more that we might be able to do. 

So my question to you is, how can we take what we have and 
improve upon it and make it more effective? 

Chuck, would you go first? 
Mr. FLUHARTY. Thank you. I am going to come back to systemic 

issues, because I think there is a solution. The most recent data 
is a $300 disadvantage, just for community and economic develop-
ment, per capita. Just run it out times 90 million rural Americans 
and you see the challenge. 

Part of that is the CDBG formula, in which MSAs get a place en-
titlement. There are a lot of maps in my testimony. Let me tell you 
why they are important. 

There are 40 million rural citizens in your MSAs. Those rural 
citizens are not eligible for your non-metropolitan grants for entre-
preneurship. In CDBG moneys in those MSAs usually go to your 
urban and suburban areas. We have 40 million potential entre-
preneurs trying to get ahead, who you do not target at all right 
now with CDGB, first thing. 

Second, the purpose of a systemic commitment would be for this 
Committee to finally say this disadvantage will get addressed, but 
it gets addressed to advantage the programs these panelists are 
mentioning. 

Senator LUGAR IS HERE. I will just give one great example. The 
State of Indiana, and it is to Chuck’s point of how we integrate re-
search with the various titles in the bill. The State of Indiana has 
engaged in a phenomenal enterprise, as Martin Jiske, the Presi-
dent of Perdue, created a Center for Regional and Rural Innova-
tion, and a discovery park. The administration in Indiana created 
a Center for Rural Affairs. They took general revenue money and 
linked their small city CDBG which Governor Nelson did a phe-
nomenal job of linking for regional collaboration when he was Gov-
ernor of Nebraska. 

Fire trucks are very critical. First responders are very critical. 
But the bottom line is, if small city CDBG gets eaten up by an enti-
ty over time and we never get scale, we cannot build budgets. We 
cannot build long-term investment plans regionally. It is a struc-
tural failure right now in how this government invests long-term 
in the 90 million people in rural America that want to build a busi-
ness. It is a structural failure. 

Senator SALAZAR. I would appreciate you working with us as we 
move forward on the Farm Bill to address that disparity. 

Mr. FLUHARTY. I appreciate that. 
Senator SALAZAR. Will you address the Value Added Programs? 
Ms. HOLZ-CLAUSE. Thank you, Senator. 
Certainly, as I look at the Value Added Producer Grants that 

have gone to Colorado producers, I was going to say there have 
been some, but there have not been as much as other regions of 
the country. And I think it goes back to what we talked about at 
the very beginning, and that is that we have to create a culture of 
entrepreneurship. We need to be starting that discussion and we 
need to be having entrepreneurial education in our high schools so 
that we are creating a long-term attitude among our producers, 
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among our farmers, through our FFA programs, through 4H, to en-
courage that entrepreneurship. 

And then from there, too, is having a greater infrastructure in 
place. For instance, your cooperative development center in Colo-
rado is the Rocky Mountain Farmers’ Union Center. Again, I told 
you, thy are just going year-to-year with funding. And so what we 
need to do is have a more systemic service providers there through 
the extension service and so forth that are funded that can help 
producers to really imagine what the possibilities can be. And so 
I think we—what I was going to say is that we have to develop a 
lot stronger infrastructure than we have in place: stronger SBDCs, 
Small Business Development Centers, stronger EDA Centers. 

And again, part of that is education and full funding of a lot of 
those programs that are probably in existence now. 

Thank you. 
Senator SALAZAR. Thank you, Mary. My time is up. 
Chairman HARKIN. Senator Casey. 
Senator CASEY. Mr. Chairman, thank you very much for putting 

this panel together and for this hearing. I want to thank those who 
have testified already for your insight and for the real world expe-
rience that you bring to these issues as we do our work on the re-
authorization for the Farm Bill. 

I have a couple of questions. I did want to put, and I will submit 
it for the record, but as a highlight, of some of the recommenda-
tions that were made by the Pennsylvania Department of Agri-
culture. We all have to bring our States into these hearings. And 
I just wanted to highlight a couple of the recommendations that the 
leadership of our State has provided. 

One of the recommendations, and I ask the panel members to 
react to this in addition to the question I am going to ask, one of 
the recommendations was a single definition of ‘‘Rural community,’’ 
that can be applied to all rural development programs. 

The second one is creating a new rural tourism development sub-
title. 

Third, and I know other States may have these priorities as well, 
funding projects in non-rural areas if the primary beneficiaries of 
the projects are rural citizens. 

So they are among recommendations that come from my State, 
and I would ask you to respond to that. And then the second, the 
basic question I have though—well, maybe two, if I have time—re-
volves around access to capital, and I know that has come up in 
different ways, generally, but in particular, if you could speak to 
the question of access to capital in the context of health care, be-
cause one of the problems we have had in Pennsylvania is, other 
than Philadelphia, and Pittsburgh, and some of our major urban 
areas, and their being the two, we have a State of a lot of rural 
communities and a lot of small towns. For them to go to the 
marked and borrow money for a new MRI machine, or some kind 
of new technology, or some kind of expansion of their hospitals it 
gets very difficult. I also want to talk about cuts, but we will get 
to that in a moment. 

But if you could respond generally to those recommendations, 
and then second to the question of access to capital either generally 
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or specifically in the context of healthcare. I will open it up to any-
one that wants to jump in, any and all. 

Mr. HASSEBROOK. Well, I would jump in on the question of tour-
ism. I think there are great opportunities in tourism in many 
places rural America, in part, in the 21st Century, access to 
uncrowded, natural space is going to be a premium. And I think 
that one of the things that we need to think about in this Farm 
Bill is, as we design our conservation programs, to design them in 
ways that get multiple benefits, including rural development bene-
fits. 

So for example, we are talking about a cooperative conservation 
partnership initiative that would provide the opportunity for com-
munities to partner with USDA. So for example, if they want to 
use natural space as an asset to draw more tourists and support 
more businesses in their community, that would be considered by 
USDA, and there might be some additional incentives for land-
owners to participate and some additional cost-share funds for com-
munities to put that together. I think that is a way that we could 
get more bang for the buck, by designing conservation programs to 
serve multiple ends. 

Senator CASEY. Thank you. 
Mr. FLUHARTY. Senator, just quickly, I caution the Committee. 

There are 68 different rural definitions right now in Federal stat-
ute. They are there because, in different sectors, unique needs need 
addressed. One of the challenges I see is, if we build rural regional 
from this Committee, we will fail. It needs to go into the dirt and 
be rational. 

There are different rural regions. As I said, rural America does 
not exist. There are very, very diverse rural Americas. What is 
going to work in South Dakota is not going to work in Pennsyl-
vania. 

Second, in terms of capital, it is essential that we get linked 
funding flows. Under Secretary Dorr makes a phenomenal point, 90 
percent of rural America’s lands have equity at that level. 

Now the question is, how do we move those to common invest-
ment strategies that makes sense for those people in the dirt. It 
can be a patient capital fund. The challenge is, when you look at 
new markets, the banks have not been able to get that money on 
the street as well as the VC and entrepreneurship firms have. We 
need flexible markets to allow regions to express in everything 
from local food systems to heritage in the arts, the way to go do 
that. 

There is capital out there. We are not pulling it out. And, in that 
regard, what community and regional foundations are, in terms of 
match for seed capital development, is a phenomenal opportunity, 
to Senator Harkin’s case that philanthropy can cede a great deal 
of this in regional models to start it. 

Senator CASEY. Thank you. 
Anyone else on those? 
And the last question—oh, I am out of time. We will talk about 

cuts another time, Mr. Chairman, but I am sure that will go longer 
than 15–16 seconds, maybe. 

[Laughter.] 
Chairman HARKIN. Thank you. 
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Senator Thune. 
Senator THUNE. Thank you, Mr. Chairman. I appreciate you 

holding this hearing. Thank you, panel, for your excellent testi-
mony and insights. 

This is an issue which I am extremely interested in. And if you 
look at what has happened in the last several decades, in the mid-
dle of the 20th Century, nearly 40 percent of the rural population 
lived on farms, and about a third of the rural workforce was labor-
ing in production agriculture. 

Currently, we have fewer than 10 percent of rural people living 
on farms, and only about 6.5 percent of the rural workforce is di-
rectly employed in farm production, which means we have a lot of 
people in rural areas no longer living on farms or deriving their 
livelihood from farms, although I would argue they all do indi-
rectly. 

And what we are facing in my State and a lot of other States is 
just chronic out-migration of young people. We are just losing 
them, and that is our greatest resource. 

And what is left behind is 340 of our Nation’s 386 persistent pov-
erty counties are in rural America. So we have got some very dif-
ficult economic conditions in that part of that country. And I be-
lieve be that part of the focus of the Farm Bill ought to be, how 
do we revive and bring rural America back to vitality? In addition 
to the things we do with the commodity title of the Farm Bill and 
things that directly impact agricultural production. 

But I have a couple of questions that I would like to pose in that 
regard. One has to do—the Value Added Producer Grants Program 
was something that—that was an amendment I offered to the 
House version of the Farm Bill in 2002. It seems to me, at least, 
that there have been some good projects that have been funded 
under that, but I guess the question that I have, and perhaps Ms. 
Holz-Clause can answer this, is are there, other than the issue of 
funding, which is obviously an issue that we have to address—are 
there statutory changes that can be made to that program that 
would make it more effective? 

Ms. HOLZ-CLAUSE. Again, I would go back to—one of the statu-
tory is to look at having a longer time period for that money avail-
able for the producer recipients. Oftentimes, that has a year to a 
2–year time limit on that. As you know, business development of-
tentimes takes longer than that. And so we are not able to maybe 
see and quantify the types of results that are there, because the 
producers are required to use that money within a short time pe-
riod. And so I think that could allow for more judicious use of that 
funding. 

Another area is perhaps putting, when people are recipients of 
that, requiring some types of education, perhaps board education, 
so that all the board members understand their fiduciary respon-
sibilities. 

Again, there have been some magnificent results from that pro-
gram. There have also been some that are not as successful. So 
what can we do to help educate those individuals who are in that 
business? And again, part of it, too, is, I think if we look longer 
term now we have seen more successes recently. When the pro-
gram was young, I think both producers did not understand, per-
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haps, the program, and some of the value added businesses maybe 
were not ready for applying for the money when they did. 

And so now that the program has been in existence, producers 
look at that and say, well, our business is not quite ready for it this 
year. We will wait until next year. Which then enhances and in-
creases the success that they will use that money judiciously and 
wisely, and also better market development. 

So those are a few suggestions I would have specific to that pro-
gram. Thank you. 

Mr. HASSEBROOK. I would place a priority on projects that 
strengthen small and mid-sized farms. Perhaps set aside a small 
percentage, 10 or 15 percent, for projects that address the needs of 
beginning farmers, minority farmers. Put a small amount of money 
toward outreach and assistance, because oftentimes small groups of 
producers who are not trained to write grants have a hard time 
getting access to the program. 

And one last thought on that, maybe a modification allowing up 
5 or 10 percent of the funds to be used for innovative projects that 
strengthen family farms, but are not technically value added. 

For example, there are groups of farmers in Iowa trying to put 
together machinery cooperatives, because by owning equipment to-
gether, mid-sized farms can get their machinery costs down to lev-
els of big farms. They need some help to do that, though. It takes 
some legal help in different things. And if we could use just a little 
bit of this money for say, any innovative idea out there to strength-
en family farms, whether it is technically value added or not, that 
would be good. 

Senator THUNE. Eighty-eight programs and 16 agencies that tar-
get rural economic development—it has already kind of been men-
tioned—in this Farm Bill, is there a way, and I know there are ju-
risdictions that run the gamut of this when it comes, but it just 
seems like, if you are somebody who wants to access some of this 
assistance, you would not even know where to start, really. 

Is there a way that we can bring some efficiency and structure 
in a place where people could do one-stop shopping, for lack of a 
better phrase? 

Ms. HOLZ-CLAUSE. That is an excellent idea, and actually, in the 
Agricultural Marketing Resource Center, we have started to do 
that, because as we work with farmers we discovered that. So at 
least that is something that is in process right now. 

But you have definitely outlined, kind of, the frustration that 
farmers’ have as they are looking for those opportunities. 

Mr. FLUHARTY. Senator, let me say that it is not just farmers. 
Under Secretary Dorr and the Administration have moved in a sig-
nificant way by rationalizing the grant formulas. 

But we are working very closely now in Mississippi and Alabama 
with Governor Riley and Governor Barbour in their Department of 
Labor wired labor project with the community colleges of Mis-
sissippi and Alabama. That wired project builds regional dynamics. 
Commerce and EDA builds regional dynamics. Rural education 
builds community college dynamics. We have not figured out a way 
to link those flows in a logical cross sector way. 

The reason is rural development does not have a congressional 
mandate to be clearer about advantaging in a regional framework. 
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Their programs are in stove pipes. This Congress could mandate 
some of that, and I would argue that it should go to other depart-
ments, because the people in the ground do not care. They just 
need to link up and do good things. 

Senator THUNE. Thank you, Mr. Chairman. 
Chairman HARKIN. Thank you, Senator Thune. 
Senator Lugar. 
Senator LUGAR. Thank you very much, Mr. Chairman. 
Many journalists are beginning to discover the energy trans-

formation in rural America, but it is very difficult for some of us 
around this table to discover this data. 

And I appreciate so much your idea about reasonable organiza-
tional, or even State-wide programs, but I just wanted to ask, out 
of curiosity, for any of you who have sources of information or re-
ports that have been written that would help frame these issues. 

For example, ethanol is being produced at least in 15 States from 
corn, biodiesel in many of the same States. However, the promise 
of cellulosic ethanol, as the President mentioned it, could be a 50–
State situation. And in due course, and in arguments about how 
many years and how fast the research, still the possibility of all 
sorts of things coming from farms into energy is likely. 

Now, in addition to that, some have integrated the process. Fair 
Oaks Dairy, in Indiana, for example, 17,000 cows, need a lot of 
farm land for the feed to begin with. They produce a lot of manure, 
and from this comes methane, so they heat, not only their own sit-
uation, but prepare it to send back to the electrical grid system, 
and trade, at least, electricity power, and that probably is not the 
end of it. It is sort of the beginning of the thought of how many 
different things can occur on the farm if there is sufficient capital. 
But likewise, a grid system, some place for the milk to go, the inte-
gration of all this is tremendously important. 

On the same farm, why, they are putting up some windmills. The 
beginning, once again, of something in which not all States have 
the air current or volume to do this, but many do. 

Finally, let me just ask, is there any research on what this may 
mean to a single county or region? For example, clearly, money is 
coming in to county seats that have not seen very much. Are the 
bank deposits being left there, or in fact are they going somewhere 
else? In other words, is there likely to be a base of local capital 
coming from these situations as there is likely to be—some integra-
tion in terms of school finance or hospital finance, if wealth comes 
from new energy resources. 

I say this as somebody who is trying to probe in my own State, 
to sort of trace where the flow goes. It is all so new, and it is very 
different. Some accounts say, after all, not many jobs are created 
by an ethanol plant, maybe 35, 40, 50. So not a huge amount. And 
yet a lot of money is involved, some to corn farmers, for example. 
But I am curious whether any of your institutes are tracing this 
giving us some idea of what the potential is quite apart from the 
actual, which is quite dramatic, because it informs a lot of issues, 
it seems to me, in terms of the political realities of what we are 
talking about today. 

In other words, this is a discovery, on the part of most of Amer-
ica of rural America, of new wealth, new prospects, new reasons 
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why people stay, why they prosper. Until then, this is a subject 
around this table, and about ended there—plus our witness, but 
now it is more interesting. 

Can any of you inform me of where I can find out more informa-
tion that you have produced? 

Ms. HOLZ-CLAUSE. Senator Lugar, you certainly have kind of got 
my passion here. And outlined, as you talk about, farms of the fu-
ture, to be holistic so they are integrated systems and that we are 
using all of these aspects. 

Through our Center for Agriculture and Rural Development at 
Iowa State University we are tracking just exactly what you are 
talking about. I do not have those figures in front of me, but we 
will certainly get those to your staffers. 

As you said, those 35 jobs of ethanol production then reverberate 
with a multiplier probably about 110 other jobs. And we are also 
tracking the difference between the farmer-produced ethanol 
plants, which use indigenous investment versus outside invest-
ment, and the impact that is having on demand. I am sorry I do 
not have that for you but I will get that for you. I believe, also, 
they are working very closely with their colleagues at Perdue on 
that project. 

So thanks for asking it. It is really a vision that we have to have, 
looking at that from a holistic perspective. I will challenge all of 
you, as you are looking through the new Farm Bill, though, to also 
think about the impact that this new bio-economy is going to have 
on the infrastructure: the roads, the railroads, and those types of 
things, which are going to be so crucial for our changing bio-econ-
omy. 

Senator LUGAR. Yes. 
Mr. HASSEBROOK. Senator, I do not have the data, but I would 

make a couple of notes that are very relevant to the issue that you 
raised. 

One is that, one of the good things about ethanol plants is the 
quality of jobs. When we looked at them in Nebraska, the bottom 
paying job tended to be about $13 an hour, which is a pretty good 
job in rural Nebraska, and that is a positive. 

On the issue of ownership—wealth creation does tend to follow 
ownership. When Congress helped get the ethanol industry started, 
it provided tax incentives for all producers. With oil prices much 
higher now and profit margins much better, I think it may be time 
to consider whether those incentives ought to be targeted to 
projects that are locally owned and keep wealth in the community, 
as well as projects that are producing feedstock in a manner that 
is environmentally responsible. 

Mr. FLUHARTY. Senator, we were doing economic impact analysis 
10 years ago with your office on ethanol. At that time, it was six 
to eight jobs. At the scale now, it is 25 to 30. But the reality is, 
what do we do with innovation to build that into a regional asset 
base? 

Wind energy is going to be in some places, cellulosic ethanol in 
another. The true, deep question is, how do local leaders, when an 
LLC is brought to them, know whether or not that is a wise re-
gional investment? That is where our Research Title and Land 
Grant universities have to come in, with public goods. 
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These are going to be regional and cross-sectoral challenges, and 
the asset dynamics will be different in ever region. That is why a 
systemic commitment to regional entrepreneurship seems to me to 
be critical and can link to our research universities. 

I do not believe the answers to those questions are there for local 
governments, regional governments, and State leaders, and they 
are all asking this. We just came away from NCSL’s Agriculture 
Committee Chair’s meeting. Every Ag chair in every State in local 
legislatures is saying, where are we with this? It is a huge chal-
lenge and the answers are not there yet, but it is a unique oppor-
tunity. It will be a regional opportunity, I would argue. 

Senator CASEY. Thank you, Mr. Chairman. 
Chairman HARKIN. Very probing. Thank you, Senator Lugar. 
Senator Lincoln. 
Senator LINCOLN. Thank you, Mr. Chairman. I certainly appre-

ciate your dedication to this issue. And I want to say to our panel, 
thank you so much, not just for the information you bring to the 
Committee, but more important, your passion. 

I am a product of rural America and very passionate about it. 
Mr. Kelley, my great-grandfather was actually a deputy sheriff in 
Yazoo City and his name was Kelley. 

But I think for so many of us that have grown up in Rural Amer-
ica we realize the positive aspects for the future of this country, 
and what it means to reinforce rural America. I know, just in rais-
ing my children, I have recognized so much of what I have gained 
growing up in a small community, and now trying to recreate that 
in different environments is enormously difficult. And so it is im-
portant that we sustain them in a way that we can keep them 
going. 

Just a couple of comments, and hopefully you will add more. I 
know a lot of what I wanted to talk about and ask about you have 
touched on a good bit. And I know, Mr. Fluharty, and certainly 
anybody else, CRS indicates that there are more than 88 programs 
that are administered by 16 Federal agencies that target rural eco-
nomic development. 

You mentioned the multiple different definitions of Rural Amer-
ica and how different regions definitely have their differences. And 
I guess some often argue that we focus too much here in Congress 
trying, and sometimes failing, unfortunately, to fund smaller, tar-
geted programs, when perhaps we should consolidated, dedicate a 
larger share of those Federal dollars in a more streamlined and 
flexible set of resources. 

Of course, we talk about CBDG. That is the most flexible money 
out there, quite frankly. And we fight every year in Congress to re-
instate those dollars and to make sure they are there and reinforce 
how important they are because of that flexibility. 

Just a little bit more on, and you have already touched a good 
bit, but the patchwork of programs as an obstacle to establishing 
consistent funding streams for regional rural development, or is it 
just that they are underfunded? And incentives for regional ap-
proaches, are they more important? 

I know we have created several commissions. The Delta Regional 
Authority, which I am so grateful to Senator Cochran for his hard 
work and consistent dedication to that over the years, because it 
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would not have happened if I had not have hung in there and said 
this is something that is really necessary and needs to happen. But 
maybe you will touch on that, if you do not mind. 

But then the Value Added Producer Grant Program, we are very 
grateful to you all for expanding on that, Ms. Holz-Clause. How we 
build on an already successful program. I hope that we can cer-
tainly talk about that. And I would just go back to another thing 
that you had talked about, and that is, the rural areas have so 
few—really, no research staff. Mr. Fluharty, you have touched on 
that a lot, grant writers. 

We have had to, in our Congressional Office, actually set up a 
special projects team that is devoted to helping our rural commu-
nities look at where they go for different things and actually pro-
vide them assistance. We are not allowed to write the grants for 
them, but send them in the directions where they can go to find 
that assistance, and it is difficult. 

I know also, from my State office, what they tell me is that in-
complete applications are really some of the biggest reasons why 
we have not been as successful as we should be with the Value 
Added Producer Grant Program. 

So you might touch on whether or not we should be devoting 
more resource to the Agricultural Marketing Resource Centers, 
which have been under-utilized, underfunded, unfortunately, and 
allow them to provide more virtual technical assistance, or do we 
look toward local universities and nonprofits to provide technical 
assistance? Is that a more thorough way of developing that kind of 
assistance that our rural communities need, or do we do both? 
Much of that we have already talked about, but hopefully there is 
some more we can expand on. 

Mr. SERTICH. Mr. Chairman, Senator Lincoln, I would like not to 
answer specifically each of your questions, but to talk about the 
flexibility and the streamlining that is so important. 

And you have 957 rural-serving community colleges across this 
country who are already actively engaged in economic development 
initiatives. When I talk with my colleagues, college presidents, 
around my State and around the country, our jobs in rural commu-
nities and at rural colleges is very different than those in the met-
ropolitan areas. 

And so I think it would be helpful if we are looking at a rural 
strategic investment program that we position those institutions, 
not as yet another layer, but a place where we can do the con-
vening, provide the technical assistance, do the research, write the 
grants, and most important, be responsible for the planning that 
needs to happen as regions self-define. 

Senator LINCOLN. We have a great consortium of community col-
leges come together, six of them, that have been very effective in 
the grants they have received from the Department of Labor be-
cause they have worked collaboratively. 

Ms. HOLZ-CLAUSE. Another area, Senator Lincoln, which you 
have touched upon, but which we could use a lot greater resource, 
would be the land grant systems. Almost every county has a county 
extension office. And again, I am going to support and encourage 
you to provide more funding to that, because those are resources 
that are already in existent—generally trained people very well. 
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But not every county is able to be staffed at the level they need 
to provide that. 

So they could assist folks with the development of Value Added 
Producer Grants. So naturally I am going to suggest that you pro-
vide more funding to the Agricultural Marketing Resource Center, 
but also to look at providing, as I said, perhaps more assistance 
through the small business development centers, oftentimes, can 
help businesses with that, too. 

So out of rural America, as you know, it has just been under-
funding of the types of infrastructure and resources that we need 
that can help producers——

Senator LINCOLN. You do not think those two are redundant. You 
think they both need——

Ms. HOLZ-CLAUSE. They actually can compliment each other. I 
was going to say, in our counties, those groups work together very 
well, because, again, they both have resources that they are able 
to bring to that. 

Mr. KELLEY. Senator Lincoln, I will claim kin to you, by the way. 
With honor, I might add. 

I think when you look at the name, the Rural Development Ad-
ministration, you have got to understand that rural development in 
rural America is a long-term process. It is not short-term. It is not 
quick fix. When we thought that things did not work maybe in the 
old 111, Senator Cochran knows that we have been working Well 
Springs 6 years, 6 years on that partnership. 

It takes time, and it takes continuing solid funding to build these 
partnerships to hit that success. It also takes financial assistance. 
As rural America’s strong program, CDBG, is great, but it is a hit-
and-miss program where you can go after some money this year 
and you may get it and you may not, because you have to get 51 
percent below the mod or you cannot address it. 

We have no way in rural America to address long-term infra-
structure needs. And business and industry expect local govern-
ments, through their partnership with their Federal partners in 
Washington, DC to provide the necessary infrastructure for eco-
nomic development in rural America. 

Senator LINCOLN. I cannot thank you enough for accentuating 
patience in this and the time that it takes to get there. 

Thank you, Mr. Chairman. 
Chairman HARKIN. Thank you, Senator. 
Senator Cochran. 
Senator COCHRAN. Thank you very much, Mr. Chairman. 
I am glad to be here today to welcome my good friend, Randy 

Kelley, as a witness to our Committee. 
I was just thinking back in time, the Rural Development act was 

enacted back in 1970 or 1971. It was right about then because I 
was drafting a statement for my candidacy for 1972, and I was try-
ing to think up things to say to show my potential constituents 
what my priorities would be if I were elected to Congress. 

And one of the statements I included in that announcement was 
that I would work for the full funding of the Rural Development 
Act. Now, I did not know what that meant, in terms of 

[Laughter.] 
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Senator COCHRAN. In terms of dollars and sense. I was aware of 
what the Rural Development Act was. It authorized the Federal 
Government for the first time in many areas of infrastructure de-
velopment to take a more active and direct role. It had been up to 
State and local governments prior to that, basically, to provide 
water and sewer systems, and infrastructure enhancements that 
Mr. Kelley addressed. 

And we have made a lot of progress over the years, not just be-
cause I got elected in 1972. But then all of a sudden I wake up 1 
day, Mr. Chairman, and you and I are sitting on the Appropria-
tions Committee, and we have been active in the Subcommittee on 
Agriculture Department Appropriations, chairing in some cases, 
being ranking in some cases, and we have seen a lot of really. But 
I would invite the attention of the Committee to Randy Kelley’s 
statement. 

I had forgotten his name was Vernon. I was thinking, well, I 
know Randy Kelley, but I do not know about Vernon Kelley. 

[Laughter.] 
Senator COCHRAN. But he has had a lot of experience in rural 

planning and development. He has been involved in Three Rivers 
planning and development district a long time. It was incorporated 
in 1971. His statement refreshes my memory. 

So contemporaneously with the Rural Development Act, we had 
local district-wide organizations being organized to try to help en-
sure that our priorities were identified and the Federal funds, 
when they did become available, were channeled to the most pro-
ductive uses. And I think this is a testimony to the success of those 
programs. We have got to continue to make them better and find 
ways to enhance them, but I think getting back to the basics is also 
important. And that means we should fully fund the Rural Devel-
opment Act and make sure that we provide the resources, and that 
is basically what goes through all these statements. 

We have good organizations. Talented people are involved, and 
we need to be sure they have the resources and can share those 
in the communities where the needs are the greatest. 

We have some great success stories in the Tupelo region of Mis-
sissippi, and we are going to have some more as time goes on. And 
it is because of hard work by people like Randy Kelley. So I am 
glad to be here today and welcome him and thank him for his con-
tribution to the hearing. 

And I guess my question is, what else can we do, after the appro-
priations process—and I think what we can do show some restraint 
and let there be more flexibility at the local level. Would you agree 
with that? Is that something we should strive for and not tie the 
hands with too many regulations and restrictions so that we are 
not trying to fit round pegs in square holes? 

Mr. KELLEY. Senator, we would like to thank you for your service 
for over 30 years, not only to the State of Mississippi, but to rural 
America, in general. It has been quite an honor and a privilege, 
and you have done an outstanding job since 1971. 

We agree. One of the first things is, just find it. You all have had 
some of the right ideas, and a lot of them, not just a few. You have 
been on the right track, but you have had difficulty funding them 
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and, as a result, rural America has had to bear the burden of the 
cost in loans. 

In loans, it is people in Pontotoc County, Arkansas, and in Forest 
City, Arkansas, and in South Dakota, and Iowa, that these small 
infrastructure projects that they need, they do not have the tax 
base. It is more costly to provide infrastructure in rural America. 
Three Rivers operates an internet system, the only wholesale DSL 
BellSouth distributor in the State other than BellSouth. We did 
that because our local governments did not have high speed in-
terned. 

Do you know that we cannot do that in north Mississippi more 
than three miles from the central office? In Boone you have dial-
up. Three miles. 

Infrastructure is costly in the long-term, and rural America 
needs the continued support that your great leadership has pro-
vided, but they need some assistance in full funding, and recognize 
that it is not fair for metropolitan areas to get grants and us to al-
ways have loans. Thank you. 

Mr. FLUHARTY. Mr. Chairman, if I could follow and thank you for 
your service, and also thank Randy, and raise the structural issue 
Senator Lincoln raised. 

Because of HUD, urban regions have huge abilities with very 
flexible funds to have significant capital to let local people make 
decisions about asset-based development. We do not have that in 
Rural America. If we did that, everything else would follow. 

Senator COCHRAN. Mr. Chairman, I know my time is expired, 
and you have 

Chairman HARKIN. You have been waiting a long time, so go 
ahead. 

Senator COCHRAN. I have built up equity over time. 
[Laughter.] 
Senator COCHRAN. Well, I think we ought to take to heart what 

we just heard and look for specific language that we could use in 
improving the requirements and the demands that are made by the 
Rural Development Act on local administrative agencies like those 
represented here by this panel. 

And I appreciate Mr. Fluharty’s comments, and Randy’s, and I 
have learned a great bit from this panel. This is an excellent panel, 
Mr. Chairman. Thank you very much for coming and organizing 
this hearing. 

Chairman HARKIN. Great panel. It is wonderful to hear all these 
ideas and listen to Senators talk. I had forgotten about that Rural 
Development Act, and that came about that time. I just asked my 
staff, I said, how far underfunded are we? And they said, a lot. 

[Laughter.] 
Chairman HARKIN. I am trying to get a handle on that. 
I turn to Senator Grassley, my colleague from Iowa. 
Senator GRASSLEY. Thank you, Mr. Chairman. And you have, ob-

viously, as just said, a very good panel, and you have good people 
I have worked with for a long period of time, Ms. Holz-Clause and 
Mr. Hassebrook. Maybe some of the rest of you I have worked with, 
but I remember them better, obviously, because she is from Iowa, 
and he is from just a little bit outside of Iowa. 
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First of all, I was going to bring up something that has been 
brought up by several members. So I am going to bring up the 
Value Added Program, but this is a program that I worked on in 
the 2000 Crop Insurance Bill, and then working with Senator Har-
kin, he and I worked to reauthorize that program and expand it. 
And now the Administration has cut that back, and I was going to 
ask, and you have already commented on it, but I wanted to bring 
up the impact of that program, and more importantly, the impact 
of the changes to the President’s budget in it. Although I suppose 
that presidents before have suggested not spending as much money 
as we wanted to spend, but obviously it is going to harm the pro-
gram. And I think since you have spoken to that I will move on 
to another question that I was going to ask about the payment lim-
itations in the President’s proposals or any proposals. And I have 
been working with Mr. Hassebrook on this for years, and will be 
working again this year on that issue. 

For instance, what about if you just take the President’s ap-
proach of anybody with adjusted income over $200,000? Any of you 
that would like to comment on whether proposal would help, hurt, 
or have no impact on rural communities by cutting off payments 
to those above the AGI $200,000? 

Mr. HASSEBROOK. Well, I think the most effective approach is to 
do what you, Senator Grassley, proposed, and that is simply tight-
ening the existing payment limitation rules. 

You and I first got to know each other way back in the 1980’s, 
working on Federal tax reform when we were dealing with tax 
sheltering opportunities and the damage that did to agriculture. 
The problem with the $200,000 AGI test is that it creates a power-
ful incentive for people to, basically, expand their operations so 
that they get more depreciation, more deductions, more interest 
write-offs, what have you, to keep their income down below 
$200,000. 

So putting that $200,000 income limit in the Farm Bill would ac-
tually have, I think, the unintended consequence of providing an 
even greater stimulus for very big farms to grow, in the event their 
income is above $200,000——

Senator GRASSLEY. So it would have the opposite effect of what 
we were hoping to do of not paying big farmers to get bigger? 

Mr. HASSEBROOK. Exactly, because they will have to get bigger 
to keep their income down for tax purposes. 

Senator GRASSLEY. So you say that it would be negative, that ap-
proach. What about any payment limitation? Negative, positive, or 
neutral as far as rural development is concerned? 

Mr. HASSEBROOK. I think it is very positive for three reasons. 
One is that keeping farms out there is a part of rural development, 
and until we have a payment limitation, the farm programs do at 
least as much to help big farms bid land away from beginning 
farmers and smaller farmers as they do to keep them out there. 

And the second is, as long as we spend money on hundreds of 
thousands of dollars of payments subsidizing big farms to drive 
their neighbors out of business, we are not going to have the money 
to invest in our future in rural development. 

Senator GRASSLEY. I would invite anybody else to comment. 
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Ms. HOLZ-CLAUSE. Mr. Hassebrook made a very good point that 
we have to create an opportunity for beginning farmers. And I 
think there have been some State programs that have attempted 
to do that, but there has not been, that I am aware of, a large Fed-
eral initiative that creates that environment. 

Part of that too is allowing the opportunity, myself, as a family 
farm, how do we transition this to the next generation? Quite 
frankly, we do not know how to do that yet, because there are so 
many tax disincentives for that to occur for us, too. I am not a cre-
ative tax person, so I do not know how to do that, but we have to 
create opportunities for beginning farmers, for young farmers, for 
transitions of family farms. So that is a huge challenge for you and 
a huge opportunity, because if we do not, quite honestly, what if 
the average age of the American farmer—age 57, already. When I 
started quoted that statistic 30 years ago, it was 46. 

So we have to be much more creative and innovative for begin-
ning farmers and creating new opportunities for farmers. Quite 
honestly, a lot of these payment limitations has done just exactly 
what you have said. It has allowed the larger the farmer—and kept 
the young farmers from trying to get back into farming. 

Mr. FLUHARTY. Just quickly, Senator, as a farmer, and a rural 
development policy soul, I believe the critical issue is to ensure we 
recognize that for all of our farmers, about 90 percent of their fam-
ily household income, comes off of the farm. In the largest two cat-
egories of farms, that number is 28 percent. 

The reality is, this Committee must retain the link between rural 
development and agriculture, whether it is in distribution or re-
newable energies, or it is landscape and local food systems. Mr. 
Chairman, I would argue this is the chance to fully fund what we 
started in 1970 and recognize its criticality to agriculture. 

Globally, when we work with OECD nations, every nation is link-
ing agriculture now to rural development. And I would just urge 
this Committee to take up that charge and not cede that rural de-
velopment future to any other Committee of this Congress. 

I think this issue is a challenge. The deeper issue is ensuring 
sufficient funding to keep those rural economies strong, because 
they are central to our farmer’s future with their families. 

Senator GRASSLEY. Thank you, Mr. Chairman. 
Senator COCHRAN. [Presiding.] Thank you, Senator Grassley. 
Senator Lincoln, if you have any other questions, you have the 

floor, if you would like it. 
Senator LINCOLN. Great. I would just like to, quickly—when you 

talk about the proposal that is out, particularly on payment limita-
tion, the AGI of $200,000 there does incorporate both farm income 
and non-farm income, so you present a problem in terms of, I 
think, there, making sure that you are keeping the resources in 
rural America that need to stay there, because if you are going to 
limit the amount that agriculture producers can access in terms of 
safety net programs by incorporating in that number that non-farm 
income, I think you present a real problem of creating or undoing 
the foundation that is necessary in rural America. So I would cer-
tainly say that is an issue for me, without a doubt. 

The other is the regional aspect, and we have talked an awful 
lot about regional aspects. For us, those issues are very different. 
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Many of our young farmers are large farmers because they have to 
be. I know that my contemporaries, the few that are left in farm-
ing, have to farm at an economy of scale that allows them to be 
productive as well as competitive in the global marketplace. And 
that means a larger farm, and therefore, with the capital invest-
ment that they have to make, a much more costly farm in many 
instances. 

I think those are important things to add to that discussion, and 
I will continue to add them, but there are definitely compromises 
that can be made and ways that we can use those tools to enhance 
rural development. And to, again, encourage small farmers. I am 
not against that at all, that is for sure. I just want to make sure 
they can be competitive, because, for what we grow, it is very dif-
ficult. 

The last thing I just wanted to add was a question. When we 
talked about the Value Added Producer Grant Program, it is huge, 
and it is very important, and I think it is a great tool. We have 
watched how we have been able to bring together some of our 
smaller minority farmers in a cooperative to be able to access dif-
ferent types of marketplaces, particularly in terms of food proc-
essing and moving in that next step, and adding the value added—
keeping some of those facilities in our country. And also providing 
them U.S. produce as opposed to the imports that they have been 
bringing in to use in that processing. 

It has been difficult. We have had to provide the one-stop shop-
ping in our congressional office to see all the different places where 
these minority farmers and small farmers can access those pro-
grams. But in thinking about that, and looking at how much more 
I would hope the Agricultural Marketing Resource Center could do, 
do you think it would be more helpful for each State to get a value 
added allocation, since there is so much competition in that sense? 

And again, I know I am a huge, huge, supporter of our county 
extension service. I keep telling my colleagues that, for after school 
programs, there are some tremendous that already exist if we just 
fund them, 4–H comes to mind. But nonetheless, should we look at 
an allocation per State, in terms of that? Would that be helpful, do 
you think? 

Mr. HASSEBROOK. I do not like that approach very well, because 
I have seen some programs that get allocated by State. As long 
as—they just have to sign the dotted line to get the money. They 
oftentimes do not really use it for—they use it closely enough to the 
intended purpose to get by and that is about it. 

Maybe a better solution, the one that we proposed, is that up to 
five or 10 percent of the money be allocated to grants particularly 
targeting low participation States and areas that have not had a 
lot of participants. That would be specifically used to do outreach 
on the program and to help producers put together proposals. So 
that, in every State, particularly those States where you have not 
had high participation, you have somebody out there sort of pro-
moting the program and helping to put together proposals. I think 
that solves the problem. 

Senator LINCOLN. It is a great opportunity to partner with the 
colleges and universities there that can help do those grant pro-
grams and provide that kind of assistance. 
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Ms. HOLZ-CLAUSE. In fact, I know right now that rural develop-
ment is taking two or three staff people and having them go to 
those States right now where there has been low participation just 
to work with farmers and inform the. And service providers are 
also a very important conduit to the farmers. And so we are work-
ing with the cooperative development centers, the extension offices, 
Departments of Agriculture, and again, to try and get more good 
projects coming from those areas, as well. 

I would agree that there should probably be a percentage that is 
targeted toward minority and low participation States. 

Senator LINCOLN. That would be great. 
Mr. SERTICH. Senator, also, at the heart of what my story is here 

today, is to really take the private business and industry, to take 
governments, and to take higher education, and put them together 
in a meaningful way. 

And so what you are proposing when you ask the question, how 
can we do this best? Is to be sure all three parties are at the table. 
And I do not think any one of them necessarily has to be des-
ignated as the lead. Let’s let these self-defining partnerships 
around initiatives, and Minnesota is a good example, with a lot of 
renewable energy and other value adds, they are going to beg 
workforce issues. And who better than a community college to be 
at that table to produce the skilled training that will ensure that 
those enterprises can become or remain globally competitive. 

Senator LINCOLN. Well, thanks, Mr. Chairman, it is a passion, 
and we are grateful to all of you for your input and look forward 
to continuing to work with you. 

Thank you. 
Senator COCHRAN. Thank you very much, Senator. 
Senator Grassley, do you have any other questions or comments 

that you would like to make? 
Senator GRASSLEY. Only to comment on something that Mary led 

up to, and was going to be my last question, and she said we do 
not have a Federal program, or we do not have tax laws that make 
it easy to pass on land from one generation to the other. Iowa has 
this program, and several other States do, of tax exempt use of 
Federal bonds that let States give lower interest loans to young 
farmers. It helps a few people get started farming. Is there any ad-
vantage to something like that on the Federal level? 

Mr. HASSEBROOK. I think so. You know, the reason that works 
in Iowa is because those bonds are federally tax exempt, and that 
provides enough of an incentive for people to lend to beginning 
farmers. 

I think one of the best things the Federal Government can do—
well, in the last Farm Bill, you said that it is OK—Congress said 
it was OK for the USDA to guarantee land contract sales by pri-
vate landowners to beginning farmers. 

If we can make a change in tax policy that would do away with 
the prohibition on USDA guaranteeing one of these loans made 
with tax exempt bonds to a beginning farmer, then you could go 
to a landowner who is trying to sell their land and say, look, if you 
sell this to a beginning farmer and you finance it yourself through 
a land contract, you are guaranteed repayment, and all of your in-
terest is tax free, that would provide a powerful incentive for those 

VerDate 0ct 09 2002 12:37 May 21, 2007 Jkt 000000 PO 00000 Frm 00038 Fmt 6633 Sfmt 6633 C:\DOCS\34742.TXT SAG2 PsN: SAG2



35

landowners to sell to beginners. Now, the key there is to change 
the Federal tax policy. 

Senator GRASSLEY. I believe that is it, Mr. Chairman. 
Senator COCHRAN. Thank you very much, Senator. 
Thank you all who participated in the panel this morning. I 

think this is an excellent selection of witnesses, and I congratulate 
Chairman Harkin on organizing this Committee. 

The hearing record will remain open for five business days to re-
ceive statements and additional questions from the members of the 
Committee, and submitted testimony that we may receive. 

Thanks again for your participation. We appreciate it very much. 
The hearing is adjourned. 

[Whereupon, at 11:38 a.m., the Committee was adjourned.] 
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