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e Thank you

e Good morning everyone, | am pleased to be herewith you

this morning.

e | haveto admit one of the gatherings| enjoy themost is
that of the lowa Bankers. | enjoy visiting with you
regarding banking issues, but to be honest, | also loveice
cream. | realizeit istoo early in the morning for ice
cream, so please know that my commitment to be here

today is genuinely to discuss banking issues.

e Let mesay that | have enjoyed working with two of your
leaders, John Rigler and John Sorensen (Executive

Director) who represent your interest well.



PAUSE

e | know that your overriding focus as bankersison the
needs of local families, businesses and farmers. It isthis
same focus and vision that we embrace at Rural
Development. And it isthissimilarity in focus and ideas

that brings me here this morning.

e Thelowa BankersAssociation couldn’t be as successful
asitisif it didn’'t understand its markets and adapt its
lending practicesto progresswith thetimes. Your 116
year association is morethan an accumulation of years, it
Isan accumulation of under standing, and commitment to

the communities you serve.

e Toforgeleadership and lending which in turn create
financial opportunitiesthat can benefit the community
you serveiscritical torural economic development. The
traditions and values you have established as community
lendersand leader has placed you in a position of trust

and has bonded your community to you.



e Itisinthat veinthat | wish to sharewith you my belief
that Rural Development servesasrural America’s
venture capital firm. Why do | say this? Because of what
we can offer through our various Rural Development
programs. — In fact Rural Development isreally nothing

other than a very large bank -- $16 billion.

« Wehavethetoolsto support capital investmentsthat will
Improve economic opportunities and improve the quality
of lifefor those we all seek to serve. We have several
program areas which are on thefront burner and you
know them and if you don’t I’'m going to give a brief

primer:

RURAL HOUSING

e Our Rural Housing programsform the bedrock of this
Administration’s commitment torural America. And aswe
celebrate National Homeowner ship during the month of

June, we arereminded what a home meansto a family.



 Weknow that a safe secure homeisthe foundation for the
family unit. Thisiswhy the President has proposed a 32
percent increase for single-family housing direct loansin his
2004 budget.

* Owning ahomeistheoldest and best form of building
equity. We must encourage mor e familiesto invest in their
future. Thisinvestment will help families build wealth, lead
tojob growth and create a generation of new economic

activity in rural communities.

o A key effort to assist rural families was accomplished by
Congress agreeing to allow usto use $11 million in
carryover self-help fundsto provide $900 million in 502
guarantee program funds. Theseeffortsareimportant to
rural families. — Thiswill assist 12,000 more familieswith

homeowner ship opportunities.

 Whilerural America hasthe highest per centage of
homeowner ship, we must do more. We must be aggressive
In meeting the President’s goal of increasing by 5.5 million,
the number of minority families owning their own home by
2010.



In the RURAL BUSINESS programs—

* Oneof thegreatest potentialsfor economic growth isthe
development and production of renewable energy herein
the United States. |n addition to our regular businessand
industry loan guar antee programs, we have two grant
programsthat arefocused on finding waysto integrate our
agricultural production into renewable energy systems,
along with converting agricultural productsinto value-
added businessventures. To date, the Bush Administration
has committed over $45 million toward thiseffort to
increase renewable energy venturesin rural areas. Inlowa
40 applications wer e selected totaling $10 million of the $57
million funded to date. Thisisin addition to $12.5 million in
loan guarantee funds committed to assist in developing an

ethanol facility in the Quad County area.

RURAL UTILITIES

e |f wearegoingtosupport rural Americain competing on a
global scale, we have to ensurethat we have the technology

infrastructure.



e InJanuary, Secretary Veneman and | announced that $1.5
billion was being made available through our rural
Broadband program to help rural communities build their
infrastructure. Thiseffort wasin addition to our ongoing

effortsto support distance lear ning and telemedicine.

e Let meadd that one of the more dramatic examples of Rural
Development’ s ability to be responsive and efficient in
helping communities build infrastructure was the ability to
completein a quick timeframe the obligation of $762
million in water and wastewater requestsfollowing the
inclusion of funding in the 2002 Farm Bill. -- By August 20,
2002. $53.9 million of these funds have been committed to

21 community projectsin lowa.

o Of coursethese effortsarein addition to the 40 plus

programsthat we are administering.

e Additional information on USDA Rural Development and
its programs can be found on the Internet at

http://www.rurdev.usda.qov.

PAUSE



e But what am | suggesting—when | indicate Rural

Development isAmerica’ srural venture capitalist?

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

rural Americans.

e But hereisthekey -- venture capital requiresprivate
investments aswell. Many suggest that farmersand
ranchersdon’t have enough capital because they don’t

invest in many off-farm opportunities. | don’t agree.



Farmershave not used their asset base —their land —toiits
maximum return. Instead of just rolling that capital into
therelatively low returnsfrom farming, they could move
some of their capital to other areas. Thiswould
simultaneoudly raise farm incomes — and enable more
farmersto stay on thefarm. Our farmers probably can’t get
much better at farming. They could, however, get much

better at investing.

So when | hear people say farmersand ranchersdon’t have
the money to makeinvestmentsin venturesthat ultimately
may exact a strong return on their investment, | say that’s
wrong. Themoney isthere. If the business plan is sound and
convincing — and if farmers under stand the untapped

potential of their capital, | suspect they will invest.

We ar e challenged today to develop strategiesfor rural
Americathat are effective and programsthat make sense.
We, in the public sector, ssmply have to do a better job. We
have bound our selves up with procedures, regulations and
approachesthat reflect arural America of the 1950s, using
definitions from the 1930s.



PAUSE

That simply has got to change. Rural America of the 21%
century will look nothing liketherural America of the early
20" century. Our programs have got to stop looking back

and start looking forward.

We must work with our farmersand ranchersto encourage
them to usethe untapped equity in their land to make
seriousinvestmentsin their local communities. | want to
make clear thisdoesn’t mean encour aging them to leave
farming or to take senselessrisks. It'sjust the opposite. By
increasing their return on investment —the value of their
land — {1 billion acres) their ability to stay in farming and
ranching will be enhanced, not lessened. That age-old
guestion of how to protect the family farm comes as we have

always known in diver sification.

In order to do this, we need to help improve business
knowledge and skillsin rural America. Seriouseducation
on business strategies, finance, marketing and decision
making will enable far mers, business and community

leader sto lead dynamic, creative cooper ative businesses that

can succeed.



e Most of all, we need to work together. Partnerships and
collabor ative appr oaches ar e how we make thisvision of

rural America areality.

e Sowhat does Rural Development bring to this partnership?
It isthe variety of guarantee programsthat | briefly
discussed earlier that can support your lending effortsfor
single and multi-family housing, business development and
expansion, and community infrastructure such as
broadband.

e Therearealsotwo specificinitiativesthat are presently
center stage at Rural Development:
= Agricultural Value-Added Product Market

Development Grants
= Section 9006 of the 2002 Farm Bill - THE

RENEWABLE ENERGY SYSTEM S AND
ENERGY EFFICIENCY IMPROVEMENTS
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e Thesetwo areas hold some of the greatest opportunities for
our agricultural community to diversify their current

operations and create greater profitability.

1) VALUE-ADDED

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

mar gins by adding value to their commodities.

« Whileagricultural policy isfocused mainly on production,
Rural Development strivesto help maximize thereturn on
all availableresourcesin rural areas, particularly including

those derived through value-added endeavors.

* Insupport of President Bush’s economic agenda, USDA
Rural Development provided $57 million in Agricultural
Value-Added Development Grantsin 43 states.

 |owaValue-Added - $10 million

« B&I loan guarantee - $12.5 million —ethanol plant

(Guarantee not issued to date)
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» Overall, thefocus of these grantsisto help fund feasibility
analysisto develop business plans, and to providetheinitial
working capital for new value-added initiatives. The grants
will help strengthen the competitive edge for farmersand
rancherswho can create additional profit and marketability

for their raw commodities.

 Toassigt in thiseffort, an additional $40 million in grant
fundswill be availablethisyear. We expect to publish the

Notice of Funding Availability later this spring.

2) SECTION 9006 -- THE RENEWABLE ENERGY
SYSTEMSAND ENERGY EFFICIENCY IMPROVEMENTS
e TheFarm Security and Rural Investment Act of 2002 (Farm

Bill) provides $23 million in grant fundsto rural businesses,

farmersand ranchersto develop renewable and ener gy

efficiency systems.
 Thisisthefirst timean energy title that focuses on

renewable ener gy systems and ener gy efficiency

improvements has been included in a Farm Bill.

12



| felt it was especially important to ensurethat aswe
implement this program, wedo it in away that isuseful to
those who may best be able to develop and implement and
benefit from these opportunities. Accordingly our rule
development process was composed of an inter- and intra-
agency wor king group involving folksfor NRCS, FSA, ERS,
EPA and DOE. (Incentive— Regulatory Hook)

Why? Because the new opportunities aren’t commodity
opportunities—they are value added—further into the
supply chain —my goal isto seethat producer have an

opportunity to participate asfar up aspossible.

PAUSE

Rural Development Programs

e |’veknown from the beginning of my tenure at USDA that

Rural Development iswell positioned to facilitate the

delivery of needed services and programsto rural America.

« When welook at the overall challengesfacing our rural

communities, foremost, we must recognize that while

appr oaches of the past wereright for the time, we must
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aggressively look to new methods of addressing new

challengesthat are upon us now.

How can Rural Development support this effort? By

keeping our eye on a simple but clear vision:

o Toincrease economic opportunity throughout rural

America; and

o Toimprovethequality of lifefor all rural Americans.

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

done.

We propose to do this by pushing the President’ s agenda,
exploiting opportunitiesin the Farm Bill, and working with

our lending partners. We do thiswith:

Economic Opportunities:

o Capital Investments
o Infrastructure

o Technology
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o Energy

Quality of Life:

Basic

o Housing

o Food and Water
Essential

0o Education

o Health Care
Necessary

0 Recreational; and

o Cultural

» |f webegin to succeed at theseinitiatives, that of increasing
economic opportunities and improved quality of life, many
of which are already in play, then opportunities will move

into theserural areas.
e At all levels, we need to think differently and in waysthat

capturethe spirit and values of rural America. We must act
boldly.
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Rural Americaisnolonger just about getting grain from the
farm onto railcars and shipping it away. It is about
capitalizing on — and creating — opportunitiesthat create

jobs and grow communities.

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

rural America—rural Americansdevelop rural America.

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

Thank you.
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