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(1) 

THE IMPORTANCE OF REGIONAL STRATEGIES 
IN RURAL ECONOMIC DEVELOPMENT 

Thursday, May 1, 2014 

UNITED STATES SENATE, SUBCOMMITTEE ON JOBS, RURAL 
ECONOMIC GROWTH AND ENERGY INNOVATION, 

COMMITTEE ON AGRICULTURE, NUTRITION AND FORESTRY, 
Washington, DC 

The Subcommittee met, pursuant to notice, at 10:01 a.m., in 
room 328A, Russell Senate Office Building, Hon. Heidi Heitkamp, 
Chairwoman of the Subcommittee, presiding. 

Present: Senators Heitkamp, Brown, Donnelly, Casey, Johanns, 
and Thune. 

STATEMENT OF HON. HEIDI HEITKAMP, U.S. SENATOR FROM 
THE STATE OF NORTH DAKOTA 

Senator HEITKAMP. Good morning, and welcome to the first hear-
ing of the Subcommittee on Jobs, Rural Economic Growth and En-
ergy Innovation in the 113th Congress. 

I would like to just take a quick moment to give my best wishes 
and prayers and the support of our Committee members and, real-
ly, I am sure the entire Senate to Senator John Boozman, who is 
recovering from emergency open heart surgery. I look forward to 
seeing him very soon across the table in the Ag Committee. 

We are here to talk about the importance of regional strategies 
in rural economic development—what has worked to boost eco-
nomic development in rural communities and what can be done in 
rural areas to achieve long-term, sustainable economic growth. It 
is a topic that presents great opportunity for North Dakota and 
many other States represented here on the panel. 

‘‘Regional strategies’’ may sound vague, but the main point is 
that they target resources to where they have the most impact lo-
cally. 

That could mean using resources to modernize a hospital as part 
of a population retention strategy so it can support more people in 
a community and state-of-the-art services. 

It could mean working with multiple counties and State officials 
to install high-speed Internet services to support a plan aimed at 
attracting new businesses. 

Or it could mean supporting local nonprofits and businesses by 
encouraging them to promote job training initiatives that meet the 
needs of prominent industries in a particular region. 

You know, I am a product of a small town in North Dakota. In 
fact, I love to tell the story that I grew up in a town of 90 people, 
and my family was one-tenth of the population. 
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[Laughter.] 
Senator HEITKAMP. We certainly understood that the role of 

those small towns is to support the dominant industry, which is ag-
riculture. But we also know that if we are going to continue to 
grow and really use every available land resource in our country, 
we need to diversify rural America. 

I think because of my upbringing, I am acutely aware of the eco-
nomic and growth challenges many rural communities face, low 
populations, low tax bases, long distances between communities, 
and rural towns tend to rely more on agricultural production as a 
main driver of their economic activity, subjecting them to price 
swings of global markets and exposure to the weather risks inher-
ent in farming. 

In order for small communities, like my home town, to continue 
to survive, it is important that they become connected to the global 
marketplace and that we continue to build and support our towns. 
This requires investments in infrastructure such as high-speed 
Internet and transportation. Equally important, growing small 
town economies requires careful planning that capitalizes on re-
gional strengths. 

The United States Senate Agriculture Committee recognized the 
importance of these regional strategies by including in the 2014 
farm bill new, targeted Federal investments for USDA projects that 
support long-term regional strategies. Senator Brown, who told me 
he was coming, in particular, I think, deserves recognition for his 
leadership in championing the regional language in the farm bill. 
Through this new approach, the Committee—he was not even here 
to hear me brag about him. 

[Laughter.] 
Senator HEITKAMP. Through this new approach, the Committee 

hopes rural communities target investment to boost economic de-
velopment by harnessing their strengths. 

We need to reinforce the importance of recent economic strides 
in rural communities and encourage others to do the same. Even 
though North Dakota has been and continues to be an agriculture 
State, many of our farmers—in fact, most of the farmers that I 
know—still get much of their income from off-farm sources. Making 
investments based on regions’ strengths helps everyone. 

In North Dakota, we have great examples of regional economic 
success, whether it is the Jamestown Hospital buildout or whether 
it is the Dakota College at Bottineau getting help to help mid-sized 
producers sell locally grown vegetables. There is so much that com-
munities can do working together. 

I have to tell you I am particularly excited to hear from Dawn 
Keeley from Grafton, North Dakota, one of our witnesses today. 
She has more than 24 years of experience—she does not even look 
24, but she has more than 24 years of experience in economic de-
velopment in our State and was recently named the Executive Di-
rector of the Red River Regional Council. 

All of us today support our rural communities and want them to 
grow responsibly. Today we have a chance to hear of excellent ex-
amples of how we can do that, learn from the examples across our 
State, and continue to support rural America. 
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I now will turn it over to Senator Johanns, our Ranking Member 
on this Committee, for his opening comments. 

STATEMENT OF HON. MIKE JOHANNS, U.S. SENATOR FROM 
THE STATE OF NEBRASKA 

Senator JOHANNS. Well, thank you, Madam Chair, for calling this 
hearing. We are talking about a very important topic today not 
only to our two States but really across the country. 

In Nebraska, all but a handful of our counties are rural, with the 
nearest metro area oftentimes far away. When I was Governor of 
our State, I visited all of those counties. I have done that again as 
a United States Senator. I have witnessed firsthand some real 
trials, and I have witnessed firsthand some triumphs. 

Today we are going to get a chance to hear about Sidney, Ne-
braska. It is in Cheyenne County, and it is a real rural develop-
ment success story. Gary Person and his community have made 
tremendous strides in the Nebraska Panhandle, and I could not be 
more excited that Gary is here with us today to talk about his com-
munity. 

As Secretary of Agriculture, I administered USDA Rural Devel-
opment programs and saw firsthand the challenge of rural develop-
ment on a national level. It is just simply a very difficult task. De-
spite decades of work on rural development, we have still seen 
steady population decline in rural communities across the country. 
There is no one factor that explains this trend, but most would 
agree that thriving rural areas are in the best interest of this coun-
try, especially in States like ours. 

That is why I have made rural development a priority through-
out my years of public service. Our communities in Nebraska have 
so much to offer, small to large, and they contribute greatly to the 
vibrancy of our great State. It is hard work attracting or growing 
businesses and jobs anywhere, but that is especially true in our 
small towns. 

It is especially difficult when investors look at you differently be-
cause you are from a small community. All too often these commu-
nities are written off because the conventional wisdom says that 
small towns inevitably are losing population as people migrate to 
the city and, therefore, there is only one path forward for them. I 
could not disagree more. 

The roots of successful development are there in rural commu-
nities in Nebraska and across this country. Hard work and deter-
mination are a part of it. Rural America is known for these values 
for a reason, and they are needed to create successful entre-
preneurs. 

Many rural areas also have an abundance of natural resources. 
We cannot forget that most rural areas do and will always depend 
on agriculture as their economic foundation, appropriately so. Live-
stock production especially is often forgotten in rural development, 
and sometimes it is even discouraged, even by the rural commu-
nities. 

In Nebraska, our rural economy has grown as we have increased 
the number of cattle on feed and ethanol plants. Strong prices 
across Ag products have helped drive new investments in rural 
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communities. But we all agree that alone has not stopped the out- 
migration from rural areas. 

So it is clear we need some new approaches. We are here today 
to talk about one such approach. Regional strategies are efforts by 
groups of communities to promote their region and its relative 
strengths. Working together, it is a common value we share. 

Too often small towns think that they have to work individually 
all alone to attract investment and growth. By acting regionally, 
though, there are opportunities that may do more to promote 
growth in flourishing communities than limiting investments to the 
borders of one single town. 

We are doing this in Nebraska. Regional economic development 
groups are working with one another and the State of Nebraska to 
maximize opportunities. As Governor, I had the pleasure of work-
ing with these groups. Now the farm bill we passed earlier this 
year recognizes this shift by setting aside 10 percent of funds from 
rural community facilities, utilities, and businesses, and coopera-
tive development categories. These funds are targeted specifically 
toward multi-jurisdictional projects. It is an effort to offer incen-
tives to communities to work together to find solutions, infrastruc-
ture needs, and other economic issues. 

In some areas, towns and counties work better than others. That 
is reality. But maybe this targeted funding will give some fence sit-
ters the push they need to get past those old rivalries and work to-
gether within the region. 

Still, some rural communities are not content to wait for USDA 
funds to face the challenges. They have recognized that while fund-
ing is a part of the solution, there are issues that also impact their 
future. While it is generally not in the jurisdiction of this Com-
mittee, it would help these towns if the Federal Government would 
lighten the regulatory burden. Instead, we have seen an onslaught 
of regulations over the last 5 years that add expense to creating 
jobs and doing more with our infrastructure dollars. Rural towns 
and regions often lack the resources to comply. 

I think all members of this Committee would agree that agencies 
should give special attention to impacts on rural areas when con-
sidering new regulations. They just oftentimes do not have the re-
sources to deal with that. 

So once again, I thank you, Chair Heitkamp, for this hearing, 
and I thank the panelists for being here. I look forward to the testi-
monies. 

Senator HEITKAMP. I think it is clear that this Committee has 
been so blessed to not only have a great Senator from a State that 
we swap back and forth on who is going to be top in wheat and 
top in a number of our commodities, but he has brought the wis-
dom of someone who has sat in the chair of the Secretary of Agri-
culture. I know that I have learned a great deal and always appre-
ciate your comments. Thank you, Senator. 

Before we introduce our next panel, I believe Senator Thune, 
who has joined us, would love to introduce his guest and con-
stituent, Mark Tilsen, CEO of Native American Natural Foods. He 
is on the second panel, but we wanted to make sure that you had 
a chance to introduce him. 
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Senator THUNE. Well, thank you, Madam Chair, and thank you, 
Ranking Member Johanns. I appreciate very much your holding 
this hearing today and providing this Subcommittee with an oppor-
tunity to hear from leaders in rural America who have established 
excellent examples of how rural development really should 
progress. I am pleased that we have with us here today Mr. Mark 
Tilsen, who is an accomplished businessman and respected member 
of the South Dakota business community and an enrolled member 
of the Oglala Sioux Tribe. He is the current president of Native 
American Natural Foods, which has developed and markets the 
Tanka Bar, a line of buffalo-and cranberry-based, high-protein, low- 
carb snacks sold on more than 375 Indian reservations and carried 
in over 6,000 retail locations in all 50 States. 

Mr. Tilsen is a partner at Lakota Express, Inc., which is a direct 
marketing and customer care management company. In addition to 
his current work with these organizations, Mr. Tilsen has co-found-
ed a number of community organizations and businesses through-
out the region and has led several tribal economic development ef-
forts. 

I look forward to Mr. Tilsen offering his firsthand knowledge and 
experience to the Ag Committee as we consider how to advance eco-
nomic development strategies in small communities and work with 
USDA to successfully implement farm bill rural development pro-
grams. 

Mr. Tilsen is a valued member of the South Dakota business 
community, and his demonstrated leadership in the economic de-
velopment world can help the Committee identify areas where we 
can better provide support to stimulate economic growth in rural 
areas and Indian reservations. I want to thank Mark for being here 
today and very much helping inform our thinking and help shape 
an agenda that would be good for rural America and good for our 
tribes. 

So thanks for taking time from your busy schedule, and thank 
you, Madam Chairwoman, for inviting Mr. Tilsen and you, Senator 
Johanns, as well for holding this hearing and what I hope will be 
a very productive meeting. 

I want to point out, this is just for those of you—a little mar-
keting here. This is what Tanka looks like, and very high protein 
and low fat and healthy. So be sure you look for this when you get 
out there. 

Thank you. 
Senator HEITKAMP. Senator Thune, if you could guarantee that 

everyone would be as fit as you if they ate Tanka Bars—— 
[Laughter.] 
Senator HEITKAMP. You could not keep up with the demand, I 

am pretty sure. 
We have excellent panelists, and in the interest of time, I am 

going to ask that members’ opening statements be submitted for 
the record. We will recognize Senators based on the order of ap-
pearance, and I am going to go ahead and introduce our first panel. 

I am pleased to introduce Deputy Under Secretary Doug O’Brien. 
Mr. O’Brien serves as Deputy Under Secretary for Rural Develop-
ment at USDA where he is responsible for overseeing policy imple-
mentation for the rural development mission area. Prior to his ap-
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pointment, Mr. O’Brien served as senior adviser to Secretary Tom 
Vilsack and Chief of Staff to Deputy Secretary Kathleen Merrigan. 
Before joining USDA, Mr. O’Brien served as assistant director of 
the Ohio Department of Agriculture and also served as senior ad-
viser to Iowa Governor Chet Culver; as interim director for the Na-
tional Agricultural Law Center in Fayetteville, Arkansas; and as a 
senior staff attorney at Drake Agricultural Law Center in Des 
Moines, Iowa. He is a former counsel for the U.S. Senate Agri-
culture Committee where he worked on the 2002 farm bill, and he 
was raised on a diversified farm in Iowa, so he knows of where he 
comes. 

Welcome Mr. O’Brien. If you could keep your comments to 5 min-
utes, and then we will go into questions. 

STATEMENT OF DOUG O’BRIEN, DEPUTY UNDER SECRETARY 
FOR RURAL DEVELOPMENT, U.S. DEPARTMENT OF AGRI-
CULTURE, WASHINGTON, D.C. 

Mr O’BRIEN. Absolutely. Thank you. Chairwoman Heitkamp, 
Ranking Member Johanns, Senator Thune, it is a pleasure to join 
you today to discuss rural development’s use of regional strategies 
in economic development. 

Strong rural communities are the key to a stronger America. To 
build stronger economies, it is vital that rural places create re-
gional strategies to remain competitive. 

Rural America sees historic opportunities because of its unique 
assets, but it also faces historic challenges. The potential in rural 
America is vast. The bioeconomy, renewable energy, rural manufac-
turing, local and regional food systems, and, of course, production 
agriculture provide new markets and expand the potential for eco-
nomic growth to spur the Nation’s economy. Yet USDA data indi-
cates that the recent economic recession has resulted in the highest 
rural poverty rates in rural America since the mid-1980s. The 
USDA’s report, ‘‘Rural America at a Glance,’’ points to stalled job 
growth in non-metro counties, an increase in poverty—particularly 
among children—and a declining population. This combination of 
challenges and opportunities demands innovative approaches from 
the Federal Government such as support for regional strategies. 

While USDA has worked to support regional rural strategies in 
recent years, we are excited that Congress provided for a regional 
authority in the 2014 farm bill. This authority establishes a pri-
ority to fund projects that are part of long-term community and 
economic growth strategies in rural places. Implementation of this 
new authority will help us continue to better leverage resources 
and coordinate programs so that USDA can more effectively sup-
port rural places that work collaboratively. 

This is the right approach. Extensive studies from entities such 
as the Organization for Economic Cooperation and Development 
show investments aligned to regional strategies can yield better re-
sults. Their recommendations to policymakers include: investment 
in less economically developed regions; a use of pro-growth strate-
gies based on regional assets; the implementation of education and 
training for low-skilled workers; coordination of infrastructure in-
vestment with other development strategies; and a focus on institu-
tions that facilitate collaboration and communication. 
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One key way that rural development has been able to better sup-
port regional strategies is with its involvement with the White 
House Rural Council. This collaboration helped develop things such 
as the Rural Jobs and Innovation Accelerator Challenge, which 
leverages existing financial resources and technical assistance from 
various Federal agencies to strengthen regional industry and accel-
erate economic growth. 

For example, in Louisiana, the I–20 Corridor Regional Accel-
erator will integrate the community capacity building of Winrock’s 
Capacity Assistance for the Regional Economy program with busi-
ness and economic development led by Louisiana Tech University. 

In another example, Rural Development’s Stronger Economies 
Together program, launched with land grant university partners 
and the regional rural development centers, enables rural commu-
nities and counties to work together to implement multi-county eco-
nomic blueprints to build on a region’s current and emerging 
strengths. 

North Carolina’s Sandhills Stronger Economies Together plan-
ning effort will support agriculture business in the region through 
training and marketing, business planning, alternative business 
structures, succession planning, and the creation of a food hub. 

Rural Development’s history of funding infrastructure has also 
produced an array of benefits for rural regions. Since 1938, Douglas 
Electric Cooperative has delivered electricity to customers in south-
west Oregon. Concerns over lost economic development led the util-
ity to establish Douglas Fast Net and provide broadband to the re-
gion. The result is better education and training, a stronger econ-
omy, and a 21st century business environment. 

Leveraging Federal resources to strengthen regional economic de-
velopment efforts is an agency best practice, and in a recent effort, 
the Federal Government’s Promise Zones Initiative coordinated 
partnerships for investments in high-poverty urban and rural and 
tribal communities to create jobs and increase economic activity. 
For instance, Kentucky’s Promise Zone road map will reduce con-
tamination in major watersheds, help portions of the region main-
tain access to quality health care, and expand a food program to 
low-income residents and multifamily housing complexes to boost 
economies in this eight-county region. 

Initiatives such as these are integral to developing an array of 
innovative tools to help all regions grow. USDA and Rural Develop-
ment will continue to build on these successes and help rural com-
munities grow sustainable economies. 

I appreciate the opportunity to testify today before members of 
the Subcommittee. Thank you for your support of Rural Develop-
ment programs, and I am happy to answer your questions at this 
time. 

[The prepared statement of Mr. O’Brien can be found on page 57 
in the appendix.] 

Senator HEITKAMP. Thank you so much, Mr. O’Brien. 
I am going to start out just kind of with a broad question, which 

is: How developed is the capacity for regional strategic planning in 
rural America today? 

Mr O’BRIEN. Well, that is a great question, Madam Chair, and 
I think that the answer has to be it really does vary over geog-
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raphy. In my experience, there is not one particular thing that sug-
gests that a place will have more capacity to do regional develop-
ment. We see regional development in areas of greater need. For 
instance, in the Promise Zone and the region of southeastern Ken-
tucky that Mr. Fluharty will talk about later, as well as advanced 
regional economic development efforts in North Dakota or Ne-
braska, some places with greater resources, some without. 

There are, I think, people in nearly every place across the United 
States who now know about this best economic development prac-
tice. Part of the reason we are so excited about the regional provi-
sion in the new farm bill, as Senator Johanns talked about is—I 
think it really will make a difference in terms of some of those com-
munity leaders, county commissioners, mayors, even the private 
business sector, who have thought about going through some of 
this extra effort. 

It is not easy work, regional economic development. It means col-
laboration. It means time away from some of the other priorities 
that these different entities have. But we know the results are real. 
The extra motivation provided by the priority and the set-aside, I 
really do think, will make a big difference in the long run. 

Senator HEITKAMP. Because I have to tell you, I have seen that 
culture change in North Dakota, even where you see the largest 
cities doing outreach, realizing that if we can get a biodiesel plant 
in Velva, that benefits Minot, and so Minot is supporting that kind 
of effort. 

I wanted to turn to the farm bill just quickly. In the farm bill, 
obviously, we included the first of its kind set-aside for projects like 
this. Can you explain how USDA plans to implement our regional 
language, whether applications in the current fiscal year will ben-
efit? Are you going to have to do rulemaking? If so, where are you 
at with that? 

Mr O’BRIEN. Yes, thank you for that question. You know, Sec-
retary Vilsack—— 

Senator HEITKAMP. I should ask you a question you do not want 
me to thank you for. 

[Laughter.] 
Mr O’BRIEN. Oh, okay. I always thank you. I thank you just for 

being—— 
Senator HEITKAMP. I always feel like I am not doing my job if 

people like my questions. That is the prosecutor in me. 
[Laughter.] 
Mr O’BRIEN. It is okay. I appreciate the opportunity to talk about 

the implementation of the regional provision in the 2014 farm bill. 
Secretary Vilsack, when he came in the department understood the 
value of regional approaches as a former small town mayor, State 
Senator, and, of course, Governor. So he is very much supportive 
of implementing the section as quickly as possible. 

We have spent a good bit of time in the last 2 months across the 
Department on all of our farm bill implementation. We have seen 
good success through disaster assistance and in rural development. 
We have already been able to obligate the dollars for the water pro-
grams. 

We will need to promulgate a rule to fully implement Section 
6025. We have begun that process already. We will not be able to 
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fully implement until the 2015 fiscal year. But during 2014, be-
cause you and Congress were so clear in the intent, we are exam-
ining our programs, particularly those identified in the farm bill, 
and looking at our current authority and our current discretion, 
whether it is points with the State director or the administrator, 
and implementing the intent to the greatest degree possible with 
the authority we currently have under regulation. 

Senator HEITKAMP. Well, I have additional questions, but I am 
going to turn to Ranking Member Johanns for additional questions 
he has. Then if Senator Thune still has some time, we will go to 
him. And, Senator Brown, welcome. 

Senator JOHANNS. Madam Chair, thank you. 
If I might just offer a thought to follow up on the Chair’s ques-

tions, because I believe this is really, really important to keep in 
mind as this is being implemented, it would be terribly unfortunate 
if 5 years from now, when we are looking at the next farm bill, if 
we looked back and saw that this regional concept resulted in the 
region developing a situation where 90 percent of the economic 
benefits from this program went to the biggest town in the region, 
if you know what I am saying, and the other 10 percent was sprin-
kled around in the other small towns, say to us. We do not see that 
we got a benefit out of this, and we do not think it did much re-
gionally. I think that is what we are trying to get at, is this notion 
that truly everybody has got to be in this together in the region. 
That is what we are driving at. The key issue will be how you im-
plement this. 

How are you going to deal with that phenomenon? How are you 
going to make sure that the small town, maybe the town of 900 or 
90 or whatever, is actually paid attention to when there is maybe 
an area in that region where you have a larger community that is 
doing a lot of right things right now today? How do you deal with 
that? 

Mr O’BRIEN. Well, that is an excellent question, and certainly a 
concern of ours and many of the stakeholders. I think one thing to 
note is that even with the 10-percent set-aside, even when we 
apply the new preference, the other requirements and preferences 
within law still apply. 

So for instance, in our water and wastewater program, there are 
particularly preferences for towns of under 2,500, under 5,000, 
then, of course, under 10,000. Those will still apply in the metric. 

We also have in many of our programs, including at least most 
of the four programs delineated in the regional provision, pref-
erence for areas of greater need. Those will still apply. 

So in terms of a watershed movement of dollars into the bigger 
places, into the places of maybe greater resources, I think current 
law already protects that, and we will certainly implement. 

To your point, I have seen both in this country and I have had 
the opportunity to work with OECD on regional rural strategies. I 
have seen a number of approaches where smaller places, I certainly 
do have a voice. I think more and more, whether you are talking 
about small towns of 7,000 being the county seat that is sort of the 
powerhouse, or a micropolitan of 70,000 that is kind of the power-
house, I think a lot of the economic development practitioners real-
ize that it is not in the interest of that bigger town to kind of domi-
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nate that regional conversation. There are assets, there are people 
in those smaller towns where that workforce will be needed for the 
region. There are natural assets whether it is based on agriculture 
or forestry or otherwise. 

So, I think that we will certainly encourage that in terms of just 
our community economic development practitioner, but it is a con-
cern that we will continue to keep in mind, and I appreciate that 
comment. 

Senator JOHANNS. I mentioned in my opening comments the 
whole issue of regulation and the challenges that presents to com-
munities. Mr. Person is here today. We have worked on these 
issues together when I was Governor and since I have been in the 
United States Senate. Sometimes the regulatory requirements to 
build that road or to do whatever are just so incredibly onerous for 
a small town. They see their very precious resources being burned 
up. 

How do we deal with that? How can USDA in your judgment, 
maybe with a boost from a regional standpoint, help our small com-
munities deal with that issue and get on top of that issue? 

Mr O’BRIEN. I think actually the encouragement and the pro-
liferation of regional approaches will help address that real concern 
of the need to have the capacity to address application require-
ments and regulatory requirements. 

As a member of an agency that has application requirements, we 
have a responsibility--and, in fact, we appreciated the encourage-
ment and the direction in the farm bill—to streamline our regula-
tions and our application systems, and we are working through 
that and appreciate it, because we had planned to do that anyway. 

On the other side of the table, the applicants, the communities, 
by encouraging them to work together, they can get to a scale so 
that they can make sure that they have the right type of engineer 
or architect or planner that can really make the difference to make 
sure that the project, whether it is a hospital in Jamestown or a 
four-county regional water system in Arkansas, to make sure that 
it is truly done right and that it can sustain and serve the people 
of those communities. 

Senator JOHANNS. Thank you, Madam Chair. 
Senator HEITKAMP. Senator Brown. 
Senator BROWN. Thank you, Madam Chair, and I appreciate your 

work on this issue, the work that—some of this work started from 
a Committee hearing we held a couple of years ago here—Mr. 
Fluharty was there, another Ohioan was there, and Mr. O’Brien is 
kind of an honorary Ohioan with the work he has done there, 
thank you for that—and developed into an amendment that helped 
us do more forward thinking regional strategies, and I am grateful 
to Chairwoman Heitkamp for helping to move that forward. We 
have seen that have an impact in my State, in Athens, in Wil-
mington, and in Somerset and in Chester Hill, and thank you for 
that. 

My questions are on a couple of issues I want to pursue, Mr. 
O’Brien. Most of rural Ohio, and especially rural Appalachian Ohio, 
are people not engaged in agriculture, obviously. How does rural 
development reach them to sort of figure out how to do these sort 
of regional programs? How do you find them? How do you commu-
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nicate with them? How do you reach them? One of the most chal-
lenging places in America, I remember at a veterans hearing some-
time ago, we were talking about the challenge that veterans, when 
they come back to Appalachia, are the sort of least likely to want 
to check into a local veterans service organization or office or the 
VSOs to even look at what benefits they might be eligible for. So 
how do you reach especially in Appalachian Ohio, or Appalachia— 
any one of these States in that kind of rural America? 

Mr O’BRIEN. Well, thank you for that question, Senator. As you 
know, I am familiar with that footprint, both in my former job with 
the Ohio Department of Agriculture and now in my work at Rural 
Development. I think Appalachian Ohio is an excellent example of 
how Rural Development needs to tailor its approach to the reality 
of the place. Athens, at University Town, actually has quite a bit 
of capacity and is really leading a rural angel investor type of effort 
as well as small business incubation group. 

Our job in a place like Athens and the surrounding 20, 30, 40 
miles is to plug in support, because there are some folks there, who 
know how to get to us. They know how to get to the small business 
development centers outside of their region, and it is maybe like a 
lot of other more remote or lower-resource areas rural areas across 
the country. I think we have more of a responsibility to help lead 
and provide capacity to those places to make sure that they can ac-
cess Rural Development as well as Farm Service Agency, Natural 
Resource Conservation, and other USDA programs. 

The way that we have done it in Ohio and other places is to iden-
tify key local partners. In Ohio, it is the Appalachian Regional 
Foundation we have worked with, providing more than one grant 
to make sure that they are helping small communities build wealth 
in those places. Rural Development is also in the process of looking 
at other strategies to help build community economic development. 
In the 2015 budget, in the President’s budget for rural develop-
ment, we propose to create a very small group, perhaps 50 people, 
to look at building a pilot of a mobile 21st century workforce that 
can help areas, particularly areas of greater need to have the ca-
pacity to build sustainable plans and to access resources, not Fed-
eral or State, but private resources. 

Senator BROWN. You have noticed from your time in our State 
and you have seen this all over the country, when an industrial 
plant closes in a small town, and there are many of them I think 
throughout Indiana, Ohio, all over, that may pay $12 to $15 an 
hour—they are not the $20 or $25 an hour union jobs, but they are 
decent wages. So often a husband and wife work at the same place, 
a small plant. If a plant like that closes, as we have seen through-
out my State and much of the Midwest and other places, the whole 
family income—the whole family is turned upside down because 
the whole family income is lost. We had some provisions in the 
farm bill on bio-based manufacturing. What do we do there? How 
do we plug that in, what that does for rural America, obviously, 
with bio-based manufacturing and what it can do to build a manu-
facturing base in small town Midwest? 

Mr O’BRIEN. In particularly, the opportunity around bio-based 
manufacturing puts rural places at a competitive advantage in this 
new and emerging subsector in the industrial sector. The stuff that 
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we grow, that our farmers grow, or that is grown in our forests in 
the United States, could be made into high-value products, whether 
it be plastics or resins or asphalt. 

What we can do at Rural Development is leverage the expertise 
and the knowledge that we have about rural America. We have 
over 400 offices throughout the United States. We have over 3,800 
people that work in the field that know more than any other mem-
ber of the Federal family about the opportunities and the needs of 
those rural places. These days a lot of those opportunities, are bio- 
based. 

We think our responsibility is to support those local businesses 
and those local regional strategies that are created from the grass 
roots and support them through our financing. 

Also, I think USDA Rural Development has the opportunity to 
bring in other Federal partners, such as the Small Business Ad-
ministration, or the Economic Development Administration, who, 
while have all intention to work in rural, simply do not have the 
footprint that we do. We do that through the White House Rural 
Council. We do that through our connections through our State of-
fices. 

Senator BROWN. Thank you, Madam Chair. 
Senator HEITKAMP. Thank you. 
Senator Donnelly? 
Senator DONNELLY. Thank you, Madam Chair. 
Mr. O’Brien, thank you for being here. In regards to the USDA’s 

outreach and assistance, I was wondering if you could talk a little 
bit about the resources you have available to help rural commu-
nities close the skills gap so that businesses can find enough 
trained people to locate their facilities in these communities. 

Mr O’BRIEN. Senator, thank you for that question. The workforce 
development issues are some of the most critical in rural places. A 
report that I cited in my testimony actually cites workforce devel-
opment investments many times in rural places are those that will 
get the greatest return as long as that investment is tied to a larg-
er, more comprehensive regional economic development strategy. 

Within our programs at USDA Rural Development, one par-
ticular program, the business grant program, known before the 
2014 farm bills the rural business entrepreneur grant program, as 
well as two other grant programs that we have, can provide re-
sources to intermediaries that have as part of their strategy to do 
workforce development. 

Within the Federal family, I have learned over time that cer-
tainly the Department of Labor really has the real resources for 
workforce development. Also, part of what we have done at Rural 
Development in the last 4 or 5 years is work much more closely 
with community colleges. I have found that in many places commu-
nity colleges, may be the only anchor institution in a rural region 
that have the capacity to plan and to work with all the different 
types of entities that are key for a successful strategy. Obviously, 
their bread and butter is workforce development. 

I was in western Tennessee about 3 weeks ago, in Dyersburg 
Tennessee, and saw a fantastic partnership between the commu-
nity college there and ten small manufacturers with very tailored 
classes in workforce development to support the jobs to keep the 
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people who want to stay in that rural place. We do have some re-
sources and we draw on other Federal resources to support that 
kind of effort. 

Senator DONNELLY. The follow-up, the other key to a lot of this 
economic development then becomes, okay, we need to have the 
skills, we need to have the skilled people. Then you look and you 
go, Do we have the infrastructure to be competitive? 

Mr O’BRIEN. Right. 
Senator DONNELLY. I was wondering, in regards to the USDA, 

what are you doing in terms of some of our rural communities to 
help them put together a comprehensive infrastructure plan so 
that, okay, a business is willing to take a look, we may have 
enough skilled people here, but access to market and other infra-
structure for the community? 

Mr O’BRIEN. That infrastructure plan is key to a small town such 
as Boley, Oklahoma, where I was last week. It’s a small town of 
1,100, a very low resource place with deep infrastructure needs. We 
have been able to help them invest in their water and wastewater 
infrastructure, but they had not updated their plans I think for at 
least a decade, if not decades for infrastructure. They had the exact 
same question you posed. 

We have some resources at USDA Rural Development, but I do 
need to be candid that over the last 4 or 5 years, our grant dollars 
have diminished, as have a lot of grant dollars across the Federal 
Government. 

I certainly have seen small towns and regions that have been 
able to put together and leverage dollars, whether that is with 
their regional planning organization, a COG or an ADD, or what-
ever it is in that place, with the county and with others to craft 
those strategies. 

I think the new farm bill provision provides that incentive to 
make sure that towns make those plans so the taxpayer dollars 
that you provide USDA can go farther and make the biggest impact 
in rural places. 

Senator DONNELLY. One of the things I worry about is losing our 
young people in a lot of our rural communities, and it is jobs, it 
is quality of life, it is the chance to have them trained with appro-
priate skills, to have the infrastructure in the town or community 
to encourage good jobs to come. But losing the young people, it al-
most creates a spiral that starts. After skills and after infrastruc-
ture, what are the other things that you look at and say here are 
the kind of elements that are critical to keeping people at home 
and having them build their future right here? 

Mr O’BRIEN. Well, I think the most important element these 
days is making sure that high-speed broadband is available in 
rural places. The National Telecom Association has a great report 
on how the majority of people who grew up in a rural place and 
this is not going to be a surprise to any of you, but they want to 
stay in that rural place if they can. They asked about different 
types of amenities, and right at the top of the list was they simply 
need to have access to high-speed broadband. 

USDA has important programs that have enabled us to push 
broadband out in areas, particularly with some of the Recovery Act 
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funding, but there is still work to do, and we work closely with our 
sister agencies to do that. 

I think another thing that people do not talk about as much— 
and a lot of this can be highlighted in some of the regional strate-
gies—is realizing the cultural and the recreation assets in rural 
places. Young people more and more actually value the opportunity 
to ski or snowmobile or hike or fish or hunt. More and more people 
in urban areas with discretionary income are spending dollars on 
activities like that. 

One of the basic tenets of a lot of the regional strategies is look 
at the assets you have, focusing on those recreational and natural 
assets, lifting them up with some relatively low investments—it 
might be in a bike trail, it might be in a music festival. But it is 
that extra little bit that will make that mid-level manager for a 
manufacturer consider living there. I hear a lot about that can be 
the hardest part for a small manufacturer with 20 or 30 jobs, and 
they are trying to find that person who is kind of that mid-man-
ager to run the place. They have a hard time getting that family 
to come to that rural place and stay in that rural place. 

There are great things happening in rural America. We know 
there is a great quality of life and it is lifting it up, and there may 
be a few key investments to make it an even better place. 

Senator DONNELLY. Thank you so much. 
Thank you, Madam Chair. 
Senator HEITKAMP. Thank you. 
Senator Casey, any questions? 
Senator CASEY. Madam Chair, thank you very much. 
I was telling the Chairwoman recently I have been wanting to 

actually be at a hearing where she was chairing, and this is won-
derful to see you in that position. I do not have a camera—— 

Senator HEITKAMP. It is a long story, everyone. 
[Laughter.] 
Senator CASEY. I do have a phone that has a camera, but I will 

not take a picture. But this is a great—— 
Senator DONNELLY. I would also like to add how impressed we 

are by your nameplate, Madam Chairwoman. 
Senator CASEY. That is right. 
Senator HEITKAMP. See what I have to put up with? I just want 

to point that out. 
Senator CASEY. But thanks for having this hearing. I know I was 

late and missed a lot of the hearing, so I will be respectful of both 
time and substance. 

But I wanted to ask one question with regard to—and I know 
that these are kind of fundamental questions for dealing with con-
stituents and their questions that they have, but kind of the terms 
of art here, the multi-jurisdictional strategic community plan, how 
do you—when a constituent says to me, ‘‘What does that mean? 
How does USDA determine what constitutes that?’’ How do you an-
swer that? Maybe the same question as it relates to the economic 
development plan. 

Mr O’BRIEN. First, I should state something I had an opportunity 
to state earlier, that in implementing this section, Section 6025, we 
have determined that we will need to promulgate a rule, so the two 
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questions—the way we answer those will be in the regulation. I 
think I can provide some initial reaction. 

On the multi-jurisdictional strategy the choice is there. I think 
the basic choices will be whether we look at that as a number of 
towns that perhaps are within a county of course, as in Pennsyl-
vania, towns, townships—or is it multi-county. 

At least two of our initiatives at USDA are focusing on regional 
where we have looked for multi-county to try and make sure that 
we get that type of footprint. But, actually one of the good ques-
tions is, does it necessarily need to be multi-county? As you move 
west, counties get really big, and we certainly have heard from peo-
ple that sometimes that is not appropriate, and we have made 
some exceptions. 

So we will make that determination. It is an important question, 
and we will certainly look forward to working with this Committee 
to make sure that we get it right. 

As to the second question on economic development strategy, I 
think that and, we again will have to do that in regulation, there 
is a spectrum of the sophistication of these strategies, everything 
from a very well done community economic development strategy 
that EDA puts out as a framework to a smaller group of folks that 
collaborate together to look around a particular opportunity. 

My first take is that we go towards the less formal. Also in the 
statute, it does indicate that there are a couple other really impor-
tant points—that there be broad-based collaboration. I think that 
is a real key. You need to have the public sector, the private sector, 
and in a best-case scenario, the nonprofit sector at the table. You 
need to have the leaders, whether it is the different towns or the 
different communities at the table as it is created. 

I think if you have that, if the people are honestly looking at the 
assets there, which is also in the statute, and they have metrics for 
success, then I think you have a recipe for a good economic devel-
opment strategy that is based on the vision of the people in that 
place. 

Senator CASEY. Well, I will tell you—and I will wrap up, but, 
first of all, I want to thank you for your public service and your 
work on these particular matters. But when I consider what we 
face in Pennsylvania—the Chairwoman knows something about our 
State—we are not usually considered a big rural State. But be-
cause we have such a big population, we have got literally millions 
of people that live in rural areas and a lot of counties that are full 
of a lot of small towns, and a lot of them in rural America. It is 
interesting. When I look at the economic trauma that people have 
lived through, some of the highest unemployment numbers in the 
last couple of years have been some of my home area of north-
eastern Pennsylvania, where we have fairly big cities; Philadelphia 
has been high; but other than those metropolitan areas, the highest 
unemployment has been in small towns and a lot of rural areas, 
whole counties devastated, some rescued in a sense by natural gas, 
but some one or two counties away that have not seen that. 

So all of these strategies that lead to better results by way of 
rural development, economic development, regional approaches are 
going to be vitally important to help people dig out of that difficult 
circumstance. 
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Because I want to make sure the Chairwoman does not get mad 
at me, I have 13 second left, and I am going to cede that time to 
someone else. 

[Laughter.] 
Senator CASEY. Thank you, Madam Chair. 
Senator HEITKAMP. Thank you, Senator Casey. 
Senator Brown was not here earlier to hear my praise for setting 

this in motion. I think you can see from the questions this is just 
the beginning of our discussion with USDA on regional develop-
ment. There is a lot of concern and a lot of interest in how this pro-
gram gets implemented, and I want to thank you, Mr. O’Brien, for 
being a national leader, and I want to thank you for your service. 
You have a lot on your shoulders when you look at the challenges 
ahead for rural America. 

Mr O’BRIEN. Thank you for having me. 
Senator HEITKAMP. Thank you. 
We are going to go ahead and call up the next panel. I want to 

warn everyone. I understand that we are going to receive a—we 
are going to have to vote at 11:15, and so we are kind of working 
through those issues. We are hoping we can get through opening 
statements before we run off and vote, and then come back and 
probably do some questions and answers. So we will go ahead and 
call up the next panel. 

[Pause.] 
Senator HEITKAMP. Welcome, everyone, and thanks for joining us 

today. I think we are all looking forward to your testimony. 
Again, just as a reminder, your testimony should not be any 

longer than 5 minutes so that we have more time for questions and 
answers. 

I am going to start with one of my introductions, and then we 
will be switching back and forth, Ranking Member Johanns and 
myself. 

I want to tell you how pleased I am to see Dawn Keeley, execu-
tive director of the Red River Regional Council in Grafton, North 
Dakota, which is a town north of Grand Forks. Dawn has over 23 
years of community and economic development experience, serving 
as the executive director of the Red River Regional Council, a 
multi-county regional council located in northeastern North Da-
kota, assisting local government in economic and community devel-
opment, disaster recovery, housing development, and rehabilitation 
and strategic planning. 

She has been heavily involved in all aspects of rural development 
in her community and in her region. She and her husband, John, 
and their beautiful children have a farm north of Grafton that I 
have been fortunate enough to be a guest at. You certainly are 
among the best of rural development leaders all across the country, 
and I thank you so much for attending. 

Secretary—why do I always call you ‘‘Secretary’’? 
Senator Johanns will introduce Mr. Person. 
Senator JOHANNS. Gary Person is from Sidney, Nebraska, is city 

manager, has been in that capacity for years. He grew up on a 
small farm and a ranch on the Wyoming-Nebraska border, grad-
uated from the University of Nebraska at Kearney, in western Ne-
braska. Gary manages a $31 million annual budget, 81 full-time 
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and 30 part-time employees, and oversees and manages 13 city de-
partments. 

I could tell you from personal experience Gary has provided in-
spired leadership and energetic ideas to transform a community— 
a community that is a real success story really throughout the Mid-
west. His unwavering belief in the goodness and strength of rural 
America, specifically rural Nebraska, helped lay the groundwork 
for what has become a booming economy in that part of the State. 

Gary, I look forward to hearing your thoughts. I thank you for 
being here today, and to all of our other panelists, let me say also 
welcome. 

Senator HEITKAMP. Our third panelist, Mr. Tilsen, has been very 
ably introduced by our Senator from South Dakota, but I want to 
welcome him personally. He is the president of Native American 
Natural Foods. He has more than 25 years of experience in non-
profit fundraising, marketing, community development, and 18 
years in special event marketing and production, obviously received 
a tremendous number of awards, but I want to personally tell you 
I took your bars on a long hike in Peru and shared them with a 
lot of people who thought they were pretty darn good. I think that 
your efforts and your products are well known all across—within 
that outdoors community, and congratulations on the many awards 
your products have received. 

Our final panelist is Chuck Fluharty. He is the founder and 
president of Rural Policy Research Institute. He is widely recog-
nized as an expert on regional strategies in rural economic develop-
ment and has been involved in numerous regional planning efforts 
throughout our country. It is the only national policy institute in 
the United States of America solely dedicated to assisting rural im-
pacts and looking at public policy and rural communities. This 
comprehensive approach to rural policy analysis involves faculty 
from founding member institutes at Iowa State, the University of 
Missouri, the University of Nebraska as well as researchers, policy 
analysts, practitioners from other universities, research institu-
tions, governments, and non-governmental organizations. 

Dawn, we will begin with you. Do you want to begin your testi-
mony now? 

STATEMENT OF DAWN KEELEY, EXECUTIVE DIRECTOR, RED 
RIVER REGIONAL COUNCIL, GRAFTON, NORTH DAKOTA 

Ms. KEELEY. Thank you very much. 
Senator HEITKAMP. Press the button. 
Ms. KEELEY. Chairwoman Heidi Heitkamp, Ranking Member 

Johanns, and members of the Subcommittee, I very much appre-
ciate the opportunity to be here today and discuss the importance 
of regional development strategies. As Senator Heitkamp said, I am 
the executive director of the Red River Regional Council. I have 
been part of this organization since about 1993. I took a 5-year hia-
tus and went to work for a private engineering firm, and in that 
experience I was highly involved in the oil patch in North Dakota 
and dealing with regional strategies in western North Dakota to 
address rapid growth issues, which is the flip side of much of what 
we have historically dealt with. 
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We serve to unite and collaborate with all of the cities in our re-
gion, and I am currently under the development of our Regional 
Economic Development Strategy, so I have been holding those 
meetings locally in the last few weeks and months and to try to fig-
ure out what our regional strategy is and updating that. I have got-
ten very impressive engagement and involvement in those discus-
sions. 

The things I really want to talk about today, I want to bring up 
three key points that I think are very important as it relates to re-
gional strategies and what will make that happen well in our—as 
a practitioner and amongst my colleagues here. 

The first one is leverage. I like to say that ‘‘leverage’’ is our mid-
dle name in rural America. We have to leverage on every front on 
all days—leverage in our volunteer base, leverage with our commu-
nities and our partners. I jest that our private and public sector 
partners are our Capital SWAT Team, capital with an ‘‘A.’’ 

When I have a really great project that I need to bring forward, 
I call in the SWAT Team, and they show up, and we get the job 
done. I have been very impressed by that. I think we have a very 
can-do spirit amongst our economic development personnel and 
leaders in North Dakota, our State and Federal leaders. 

So our tagline is ‘‘Moving Ideas to Actions,’’ so I am all about ac-
tion. I want to get things done. That requires leveraging and hav-
ing strong partnerships with all the parties involved. 

The regional council is one of those local partners that the Under 
Secretary referenced as well. We manage multiple Federal grants. 
We currently have at least seven contracts in place with different 
Federal agencies, either directly or indirectly. 

Maintaining the program funding for some of these Federal rela-
tionships is very important to our agency. Without that funding— 
we have a small staff of six people, and without these key funding 
elements, we would not even be able to maintain our staff. 

The second key foundation is really the ability to integrate pro-
grams. We talk about leverage. We need to also be able to integrate 
programs. Amongst our staff, we have staff that have to have ex-
pertise in multiple areas and are funded in multiple ways. So we 
are always integrating our programs and trying to be innovative in 
our approaches on how we can even explain to our State and Fed-
eral partners how we can make this all work better together. 

One of the difficult parts of some of the leverage and program in-
tegration that we do is the requirement of the Federal approved in-
direct cost plan, and for a small agency such as ours to develop the 
cost plan and regularly update it on an annual basis, it does be-
come an issue. So there are occasions where many of the Federal 
programs require one-to-one match, which can be a struggle to 
meet the match requirements. But we also then—if we do not have 
that federally approved in direct rate, then we are further sub-
sidizing those programs with about another 20 to 25 percent of our 
humble office setting requirements. 

So the SBA does have a policy where they have an indirect rate 
that they have provided through the agency, so we can recommend 
that be considered for most of the Federal programs on the smaller 
award. 
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The last piece is really about strong, vibrant rural communities, 
and I see I am running low on time, so I will try to hit some hot 
spots here. But the agriculture is very important in rural North 
Dakota. It is 25 percent of our employment base as well as 25 per-
cent of our economic base. 

Since 1940, 30 of our 53 rural communities have had 70 years 
of declined population. So I would like to say I really have given 
this a lot of thought, and I really think that the efficiencies gained 
in the farm economy have also led to the demise of our small rural 
communities. So while the farm has grown, the communities have 
shrunk. I am looking at my children and wondering how I am 
going to be able to keep my children interested in staying in this 
rural community. 

Also, the ability of tech—farms have become very high tech. 
These high-tech farms cannot be supported by low-tech, low-amen-
ity communities. In our regional planning efforts today, we are los-
ing 30 percent of that age group. We have lost—-between the ages 
of 0 to 44, we have lost 30 percent in the last decade alone. So we 
have some real struggles and challenges. 

I would like to put a plug real quick that today we are inspiring 
youth entrepreneurship, and as I speak, there are 600 kids gath-
ered in the school district in Grafton talking about youth entrepre-
neurship all day long. So this is hopefully one of our first building 
blocks to move forward and inspiring our youth to use their tech-
nology skills to build these communities. 

Thank you. 
[The prepared statement of Ms. Keeley can be found on page 44 

in the appendix.] 
Senator HEITKAMP. Thanks, Dawn. 
Mr. Person? 

STATEMENT OF GARY PERSON, CITY MANAGER, CITY OF 
SIDNEY, NEBRASKA, CHEYENNE COUNTY 

Mr. PERSON. Thank you, Chairwoman Heitkamp, Ranking Mem-
ber and our favorite son from Nebraska, Senator Johanns, and 
other members of the Committee. It is an honor to be here. 

Though I come before you with the title of city manager, I am 
still about as grassroots country boy as it gets. I have spent my 
adult life trying to find the keys to sustainability and meeting the 
challenges a rural community faces in America’s heartland. 

I am the first generation on both sides of my family that no 
longer is involved in farming or ranching. The farming and ranch-
ing way of life we grew up with has practically disappeared from 
today’s landscape, but the preservation of rural lifestyles and val-
ues is still critically important for America’s future well-being. 

In Nebraska, 80 of our 93 counties are considered non-metro. It 
amazes me in those 80 rural counties there was more population 
in the 1890 census than in the 2010 census, and only six have 
shown population growth since 1950. 

Rural communities all across America have struggled to survive 
as their way of life has changed just as dramatically. Drive down 
any of their main streets. Your eyes will tell you everything. Take 
a leisurely drive on a country road, and abandoned farmsteads far 
outnumber those inhabited. The average age of the population has 
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nearly reached senior citizen status. Most rural communities will 
not and simply cannot survive if they have not diversified the agri-
culture revenue stream that is their primary economy. 

Today I share a story about one community that found new ways 
of sustainability, economic diversification, and completely re-
invented itself over the past 40 years. It is not a suburb that pre-
tends it is a small community, as it is 100 miles from any popu-
lation base and 350 miles from the State capital. 

Our community was thriving in the 1940s and 1950s, but its pri-
mary payrolls were dominated by the Federal Government and 
Mother Nature. You simply cannot control either one as a small 
rural community. 

By 1970, most of those jobs disappeared, and farming and ranch-
ing was about to head into the 1980s crisis mode. The population 
declined 45 consecutive years, the economy tanked, and the public 
infrastructure started to erode away. 

In the most recent 25 years, four times we have taken economic 
development initiatives to a vote of the people, and each time the 
citizens overwhelmingly voted to rebuild their own future, not de-
pend on someone else to do it for them. 

We educated ourselves on Federal and State revitalization pro-
grams that would give us a hand up, not a handout. We did it with 
homegrown entrepreneurs like the Cabela’s family with its national 
outfitter reputation and our own knack for recruiting other employ-
ers across the country looking to expand into a rural lifestyle. 

Even into the 1990s, agriculture has always been the largest in-
dustry earner in our local economy. Today it ranks as our 7th lead-
ing industry earner. 

We have tripled that local economy and valuation base over the 
last 20 years. We have more jobs per capita than almost any com-
munity in America. Every one of our employers needs more work-
ers. We have another $300 million of new projects on the ground 
and moving forward this spring. Our most significant challenge is 
building affordable workforce housing. 

Today’s new generation is not pulled by the rural emotional 
heartstrings like those of us who grew up in rural America. They 
will, however, come back for good jobs, quality of life, and a safe 
place to raise their families. Our employers have proven it. 

I am sharing several statistics provided by the Public Affairs Re-
search Center from the University of Nebraska, Omaha, illus-
trating the rural outmigration of our State where 75 percent of our 
93 counties lost population again just this past decade. I have also 
provided key excerpts from our 2012 city comprehensive plan on 
how we have bucked that trend and diversified our economy. 

Some of the suggestions I mention in the written testimony I re-
alize you have no control over in this Subcommittee, but I sense 
what you are all about is the general awareness and future well- 
being of rural America. There are ways you can influence those 
outcomes in arenas beyond this Committee with a shift in policy 
and elimination of bureaucracy. 

One of the key advantages rural America had a generation ago 
was its low cost of utilities and housing. The same is not true 
today. Our small community has had to endure $20 million of man-
dated public infrastructure projects primarily brought on by the in-
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creased environmental regulations dealing with water, wastewater, 
landfill, electrical generation sources, emission standards, and oth-
ers. Combined with new banking regulations, it will put many 
small communities out of business and lock the door for any hope 
of a future rural renaissance. 

Regional emphasis is critically important, but it is going to take 
incentivizing communities and counties to work together to have 
the impact we must have to achieve consolidation, break down 
longstanding barriers, and begin to work on regional strategies. 
USDA programs are critically important to help us balance this 
ever growing regulatory world with low-interest, long-term financ-
ing and guaranteed loans for projects in the public and private sec-
tors. We also need more flexibility within those programs on in-
come standards. 

I believe, like you do, that rural America still matters. We just 
need to have Americans rediscover this opportunity and way of life 
once again. 

Thank you for your dedicated service to our country. 
[The prepared statement of Mr. Person can be found on page 62 

in the appendix.] 
Senator HEITKAMP. Thank you, Mr. Person. 
Mr. Tilsen? 

STATEMENT OF MARK TILSEN, PRESIDENT AND CO-FOUNDER, 
NATIVE AMERICAN NATURAL FOODS, KYLE, SOUTH DAKOTA 

Mr. TILSEN. I would like to thank Senator Thune for that rather 
gracious introduction. I only want to make one correction. I am not 
a tribal member. I am a new guy there. All my kids and grand-
children are tribal members, but I have only been there for 40 
years. 

I would also like to thank Chairwoman Heitkamp and other dis-
tinguished members of the Committee. 

I am here today as the co-founder and president of Native Amer-
ican Natural Foods. I have worked on and around the Pine Ridge 
Reservation for about 30 years. Pine Ridge is well known as one 
of the poorest places in America where the unemployment rate has 
never been lower than 65 percent. 

This 30-plus years of work has given me a firsthand knowledge 
of the impact of our Federal Government’s economic development 
programs in Indian country that I will try to share with you today. 

As the father of three children who are members of the tribe and 
six grandchildren, it is their future that motivates me and whose 
interests I represent here today. 

I am also a social entrepreneur who believes that at this critical 
time in history, we must and can build sustainable, just economies 
that preserve our air, water, and land. I know that each and every 
business decision we make has to focus on what is best for the 
greater good, for your grandchildren, yours and mine alike. As so-
cial entrepreneurs, we look at business as a tool to address social 
needs. We operate on more than just the financial bottom line, and 
we listen to the market for opportunity to create change. 

This is why my business partner, Karlene Hunter, and I 
launched Native American Natural Foods. We created a national 
brand in the middle of a food desert in one of the most geographi-
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cally, economically isolated places in America—on the Pine Ridge 
Indian Reservation. We did this with purpose and intention. We 
understood the social problems, the poverty, and the barriers to 
business success. We live with them every day. 

So we choose to focus on the positive assets in our community. 
We wanted to see if we could build a brand that could one day be-
come strong enough to break the isolation of the reservation and 
to have a positive impact on the health of the people, the land, and 
the buffalo. 

This led us to an idea: Could we take the Lakota people’s ances-
tral knowledge of the perfect portable energy food and create a new 
brand that shared the positive history of healthy food, stewardship 
of the land, air, water, and respect for the buffalo as the givers of 
life and turn it into a high-value natural brand? 

Then we took the entrepreneurial step of putting everything at 
risk and created the Tanka Bar. Today I am proud to share with 
you that the Tanka Bar is sold on over 375 Indian reservations, 
over 6,000 retailers, including Whole Foods, Costco, Natural Gro-
cers, national parks, and many, many more. 

We have created a learning company that is focused on quality 
natural products, best-in-class customer service, empowering our 
employees to become owners. 

We are an innovator of a new category in this emerging category 
of meat bar snacks. We created the category over 7 years ago. The 
Tanka Bar is the first protein bar with real meat in it, the first 
meat snack with real fruit, and the only 100 percent buffalo and 
fruit bar. We are also the only certified Native American natural 
product that is distributed nationally. As you said, we have won 
many national awards. 

We are mission-driven company. We have created nine full-time 
jobs on the reservation. When we started, none of our employees 
had ever worked in the natural food industry. But given the oppor-
tunity, tied with the training and tools to succeed, our employees 
are now on track to become managers and soon owners of the com-
pany. 

We have created a profitable business model, but we have only 
begun to have our desired impact on the community. Our next step 
is we need to refinance for growth, expand our product offering, in-
crease our investments in marketing, invest in management-level 
training, and grow the number of Native American buffalo. We 
need to recruit more young people into raising buffalo, as it is a 
fast-growing opportunity. 

In order to address this, we have joined forces with the American 
Indian Land Tenure Foundation to launch the Tanka Fund. It is 
a new national campaign to return buffalo to the lives, lands, and 
economy of Indian people. It is critical that we find a way for 
USDA to play an important role in bringing the buffalo back into 
the economy. 

The challenges of lack of basic infrastructure, shortfalls of cap-
ital, lack of training resources, inadequate, undependable Internet, 
and access to lands and markets for Native American Natural 
Foods are many. But we are a microcosm of the bigger challenges 
facing Native American communities. 

VerDate Nov 24 2008 17:30 Feb 23, 2015 Jkt 000000 PO 00000 Frm 00026 Fmt 6633 Sfmt 6633 C:\USERS\MW42035\DESKTOP\DOCS\93028.TXT MICAH



23 

I want to jump ahead to point out that the Oglala Sioux Tribe 
with the Thunder Valley Community Development Corporation has 
completed a regional plan, and they have created—a Regional Plan 
for Sustainability, and they have created a road map to do this. We 
are one of the few companies that was able to participate fully in 
the creation of this regional plan. But then the regional plan is not 
funded, so it is another example of what happens when you have 
a lot of young people—over 23 organizations participated in this, 
but we are not even close to recognizing the needs. 

The plan shows every single community on the Pine Ridge In-
dian Reservation is at capacity, and I want to point out that we 
have 11 of the poorest counties in the United States in South Da-
kota, and these are all Native American communities. The thing 
that is different and the challenges we have is the population of 
the Native communities is growing faster than anywhere else. It is 
only the rural communities in our State that are growing. But we 
lack—it is estimated that the Oglala Sioux Tribe lacks over 5,000 
houses. The current HUD funding for houses is not even enough 
to keep up with the current growth of the population. Whether it 
is current infrastructure, housing, expanding infrastructure, there 
is a severe shortfall that this new regional planning initiative is 
really critical for the next step for our business but the bigger com-
munity. We are not just an isolated business. We cannot succeed 
and grow without the necessary infrastructure. 

Did I just go over my time? 
Senator HEITKAMP. But it was going so well, we did not see 

any—— 
[Laughter.] 
Mr. TILSEN. I will just keep going then. 
I guess that is my biggest point, is that the average age in In-

dian country is about 25. People are returning to the reservation, 
but we are not investing in the future, the hopes, the dreams of 
these young people. The opportunity is tremendous, but the gap be-
tween what is available to them and what is needed is just enor-
mous. 

As an interested observer of Federal programs, I have seen many 
of these types of projects where you get the community excited, 
there is a lot of research and a lot of planning, but then on the 
Federal level the follow-through is not there, and we are hopeful 
that this new change in the farm bill is going to open up the oppor-
tunity to help meet that need. 

I also want to point out that one of the biggest changes that I 
think could add to success of entrepreneurial development in In-
dian country is start to back away from grants and figure out a 
way to provide—allow people to earn equity. That is what we are 
doing with our company. If we are going to talk about wealth cre-
ation, we have to get beyond job creation. We have to figure out 
a way to provide equity. I think equity will have a bigger multiplier 
effect on the local economy. In the long term, it will have a better 
impact on the national debt. It is really necessary for the next step, 
which means we are going to have to take more risk. We might 
have to balance that with the accountability, but we do have to fig-
ure out a way to take more risk. 
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I guess my last thing I just want to say is that climate change 
is no longer a debate. The only decision left will be: Will you, our 
elected leaders, have the courage to lead us to a new sustainable 
economy? We realize that the economic forces to maintain the sta-
tus quo may seem stronger than gravity itself, but change can hap-
pen. The majority of people support it. Native communities across 
South Dakota are unified in their opposition to uranium mining in 
the Black Hills and the XL energy fight. But we often ignore Na-
tive communities when they stand with the water and land. And, 
in fact, we have punished them both economically and politically 
for their position to protect air, water, and land, and I think we 
now need to take a step back and learn from them. That is what 
we are doing with our company, and I would like to urge you as 
our leaders to do the same. 

Thank you. 
[The prepared statement of Mr. Tilsen can be found on page 70 

in the appendix.] 
Senator HEITKAMP. Thank you, Mr. Tilsen. 
Mr. Fluharty? 

STATEMENT OF CHARLES W. FLUHARTY, PRESIDENT AND 
CHIEF EXECUTIVE OFFICER, RURAL POLICY RESEARCH IN-
STITUTE, TRUMAN SCHOOL OF PUBLIC AFFAIRS, UNIVER-
SITY OF MO, COLUMBIA, MISSOURI 

Mr. FLUHARTY. Thank you, Madam Chairman—and congratula-
tions to you—Ranking Member Johanns, and members of the Sub-
committee, Senator Casey, I will try to be quick. I know you have 
the vote coming. 

It is an honor to be here today, particularly with three world- 
class practitioners. If you just listened to these three individuals, 
I think the road map is fairly clear. I would ask that my comments 
be in the record. 

I want to say I am very pleased to be here today to not talk 
about my request that you create a regional strategy in a farm bill. 
Today I want to commend this Committee for your vision, for your 
acknowledgment of the practical realities in the countryside, and 
for creating legislation that I think is potentially the most signifi-
cant entrepreneurial development since the RD Title was put in 
the farm bill. I want to thank you for that opportunity you created 
for our rural young people to stay where they live. 

But I also want to urge your vigilance, I want to urge your com-
mitment, and I want to urge your oversight. I would like to make 
three points in that regard. 

You have to assure your legislative intent reaches its full poten-
tial. 

Secondly, the goals that you have created this program for have 
to be followed closely, and we need an evidence base to assure, 
when we come back to the next bill, you have a rationale to con-
tinue it, deepen it, fund it more deeply. As my colleague just said, 
the need is very, very great, and the follow-through federally is a 
challenge still. 

Finally, we need to make certain this is exploited by the Depart-
ment, and that is critical. 
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This will require some things. It is going to demand your pa-
tience, it is going to demand flexibility, and it is going to demand 
collaboration. This is hard work. Soft infrastructure takes time and 
great people. 

You are going to have to have collaboration with other Federal 
agencies. This administration has done that very well. We need to 
deepen it with State agencies, with cities, with counties, with re-
gional governments and organizations, and with the private sector, 
the NGO community, and particularly the philanthropic commu-
nity. 

But I would just ask this opportunity to not be squandered by 
small development, small thinking, small politics, or approaches 
and mythologies that say USDA cannot do this work. It may not 
have done so until now, but I would argue it is up to the task. 

The innovations that have been achieved by this Committee and 
the Department across the broader farm bill will all be imple-
mented. You intend for that to occur. The spirit should also drive 
this new innovation in rural development. I have no doubt at all 
that it is possible. I would argue the risk management tools you 
have given entrepreneurs in moving from a commodity payment to 
an insurance payment is the exact same thing you are doing in re-
gional strategies for the counties, regions, and entrepreneurs where 
these farmers live and work. 

Now, this regional approach is so necessary for three reasons. 
There are longstanding structural deficits. I have talked about 
them to this Committee many times. I want to re-mention them. 
They are critical as a rationale for doing this. 

The first is the consistent per capita disadvantage in economic 
and community development in Federal funding, it is $300 to $500 
per person per year less in rural areas. That is tens of billions of 
dollars. That is largely because we do not have a place entitlement 
in CDBG for rural non-metropolitan areas. That means multi-year 
funding and planning cannot occur. 

Finally—and I need to raise the issue—philanthropy today is in-
vesting only 1 to 3 percent of its total outlay in rural areas. That 
creates, those three things, the soft infrastructure to build an inno-
vation economy in our urban areas. These practitioners lack all of 
that in their work every day. 

As you know, I have testified many times about this, and I just 
would like to end with one example of how it does work. In my tes-
timony, I chatted about the SOAR Initiative in Kentucky. House 
Appropriations Chair Hal Rogers and Kentucky Governor Steve 
Beshear came to RPRI last fall and said, ‘‘We have to do some-
thing. We have lost 7,000 mining jobs in eastern Kentucky in 3 
months. Those are $80,000-a-year jobs. What can we do?’’ 

We are now 5 months in with an amazing regional development 
plan, 50 counties, cities, development organizations, private firms, 
the faith community, our universities, and just good Appalachian 
folk working on 15 different committees, doing what these folks do 
every day. That is simply possible. It is simply going to take, how-
ever, a little flexibility in seeking USDA to take a greater lead. In 
different places, it will look differently. 

We started the journey to ask this Committee to do this 10 years 
ago. We hosted an international conference with the Federal Re-
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serve Bank of Kansas City and the OECD. There is clear inter-
national evidence that this is the way rural development is going. 
I would just urge you to look at the SOAR example. It is a similar 
example of these three great public servants, and it is occurring 
right now with zero Federal help. The only way they were able to 
do that was RPRI is funded by your Committee, and they simply 
said, ‘‘Ask RPRI to come in and start.’’ 

I believe the potential is significant for where you are headed, 
and I commend the Committee at the deepest level for moving for-
ward with this. I think it will be a change agent. 

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

Senator HEITKAMP. I want to thank you all for your excellent tes-
timony. 

I am going to turn the Committee over to our Ranking Member, 
Senator Johanns. I am going to go vote, and then I will be back. 

Senator JOHANNS. [Presiding.] Thank you, Madam Chair. 
Let me ask a question, and I think this actually is probably ap-

propriate for any of the panel members, but I will start with Gary, 
if I could. 

As I would travel our State over the years, there would be some 
communities that just would seem like they had it figured out. 
They would build one success on another success, and all of a sud-
den, a lot of energy was happening there. There would be other 
communities where they just could not get to that first success, just 
for whatever reason. 

I would like to hear your collective opinions on what do you think 
is a difference maker. What is driving that community that is suc-
cessful? What is holding back that community that cannot seem to 
land that first business to create jobs or whatever it is? Gary, get 
us started here. 

Mr. PERSON. Okay. Well, I think most important it starts with 
the grassroots attitude of a community. You have got to believe in 
yourself. You have got to sell what you are, not what you are not. 
You have to get people working together. We did that through some 
initiatives that we took to the ballot to allow people to decide how 
they wanted to spend the revenue we had as a community to try 
to make economic development work. 

One thing I have learned is do not ever sell the people short. 
They get it. Give them an opportunity. You cannot let the 
naysayers get you down all the time. 

Then there are some even smaller tier communities that they 
have to get over the fact that they might be envious of what goes 
on a few miles down the road, but if that other community can pro-
vide the jobs and they can still take their paychecks back to those 
communities and keep their houses full and their schools viable, 
then everybody wins. That is the best regional approach there is: 
You have to rally around, and being an old farm boy, I call it the 
‘‘mother hen theory.’’ You know, if the mother hen is healthy and 
vibrant and doing good things, all the baby chicks are going to con-
tinue to grow up and be good as well. 

So I think some of those communities have had to realize that 
maybe their niche is being a bedroom community, but being part 
of that regional coalition, because those communities like Sidney 
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need those job holders, too. In our case, 40 percent of our workforce 
commutes from other communities and to our economy from as far 
a distance away as 100 miles in every direction. 

Senator JOHANNS. Dawn, do you have thoughts on that? 
Ms. KEELEY. Senator Johanns, I truly believe that the core of 

what makes the difference is just having strong leadership, and 
strong leadership that has an eye towards the future. I think just 
having a positive outlook and encouraging folks and supporting 
folks as they are trying to put ideas forward and kind of creating 
that can-do spirit, I think it can be contagious. It just needs to be 
instilled, and it really takes collective encouragement of that spirit. 

Senator JOHANNS. Mr. Tilsen? 
Mr. TILSEN. I have to concur that we have to invest in the collec-

tive creativity, especially in Indian country, of the young people. I 
think when we were looking at trying to find a distance-neutral 
economic development opportunity, we studied several communities 
around the country. We looked at how did Ben & Jerry’s start in 
Vermont and how did Patagonia start in Portland and how did 
Cabela’s start in Sidney, Nebraska. That is where we came up with 
the idea of why couldn’t we create a national brand even where we 
were at. We have proven that the model works, but we have not 
got it to scale yet, and that is where we really need the help. 

But even just that has really energized a lot of young people. I 
mean, the folks that we have working for us, they have never had 
a job where they get to use their own creativity to succeed. We 
have never run an ad. We have run this whole company off of so-
cial media; 125,000 people a month communicate with our team 
just through the Internet. We are in a town of 2,500 people. 

Senator JOHANNS. Chuck. 
Mr. FLUHARTY. Just two quick things, Senator. I think we need 

to think about the young men and women that are 15 to 30 right 
now. They are very, very different people than we are. We think 
place-making is critical for them. It was mentioned several times. 
They want to stay. They are going to need some assets. 

I will just tell a very, very quick story that reinforces this. When 
the Chairman and the Governor came to me, I said, ‘‘Let us just 
try to have a regional dialogue.’’ As you all know, Appalachian 
Kentucky has been beaten down for a century. So we agreed to rent 
a school gym and just bring people together and say what could we 
do together to collaborate. 

We had 4 weeks. We had to rent the gym at the regional univer-
sity. We had over 2,000 people show up on an icy, rainy day in 
eastern Kentucky. Two thousand people. We should not speak 
down to rural folk. They get this. They want to do it. But we have 
got to focus on that next generation of young people who want to 
stay at home. That is the key. 

Senator JOHANNS. That is the key. As you know, in this farm bill 
we have adopted this regional approach. What we are trying to do 
and what we are trying to signal is that we believe the future for 
rural America, in part at least, is going to be a regional approach, 
everybody kind of working together within a region. 

If you were to sit down with Tom Vilsack or the Secretary for 
Rural Development and say, okay, here are the three things that 
you need to focus on in implementing this program, or two things, 
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what would you tell them those are? What should we be looking 
for to make sure that they get it right as they roll out this pro-
gram? And, Dawn, why don’t I start at your end of the table. 

Ms. KEELEY. So I am clear on the question, what do we need to 
do to support rolling out this program? 

Senator JOHANNS. Yes, yes. 
Ms. KEELEY. Okay. I think I need to give it a little more thought. 

I am sorry. 
Senator JOHANNS. Okay. I will come back around. 
Ms. KEELEY. Yes, I would appreciate that. 
Senator JOHANNS. Gary, you were taking some notes there. 
Mr. PERSON. Sure, I will jump in. I think there has to be some 

skin in the game, the local communities and counties, that these 
programs have to be designed that unless you are a regional play-
er, unless you are part of the team, your community and your com-
panies are not eligible to participate. 

I have been part of a regional development group for three dec-
ades, been a board member, and it is frustration to get—a lot of 
times you will see counties or communities leave the fold because 
they do not think regionalism is important or they do not think 
communication is important. 

You are very familiar with the Panhandle, and you know that 
the base of the population is in Scotts Bluff County. Well, Scotts 
Bluff County pulls out of the regional group. What kind of a mes-
sage does that send to all the other counties in the communities 
in the region? 

Until there is the incentive where the people demand it, why 
aren’t you part of this group? Why aren’t you part of trying to find 
the solutions and that you have an obligation to help all those 
around you? 

We need to break down those old barriers. I look back to the 
1890s, the late 1880s, when we probably were at our peak popu-
lation out in that area of the State. We had one county. Look at 
the challenges we had with transportation and communication. 
Today we have got everything you could ask for when it comes to 
both, and we have 11 counties. I mean, we have just—it seems like 
we have to get beyond some of these imaginary lines and we have 
to start thinking about the people who have to support that, and 
that is the taxpayers. We have to find ways to consolidate but do 
it through incentivization rather than penalty. 

Senator JOHANNS. Mr. Tilsen, any thoughts how best to roll out 
this program? 

Mr. TILSEN. Well, in addition to the three things that I brought 
up in terms of infrastructure, housing, water/sewer, and climate 
change mitigation, I think particularly to Indian country and to 
disenfranchised communities our reservation probably exports 
about $300 million into the region, exports, because the dollar 
turns over less than once. The model that was created by awarding 
Thunder Valley Community Development Corporation on Pine 
Ridge as the coordinating company, as the coordinating group for 
the regional plan, for the first time in history you had tribal offi-
cials, county officials, State officials, Federal officials, people from 
colleges, universities, the Oglala Lakota College, small businesses 
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like ours, all at the table planning the future of the region. Nor-
mally the tribe would be left out of that process. 

So I would encourage you to keep empowering the reservation- 
based groups and using leverage to try to create these regional 
plans. This plan that they created has huge potential, and so the 
follow-up funding is important. But on the tribal level, I would 
urge you to continue to empower the tribal planners and the tribal 
community development corporations to break that isolation, be-
cause in the past it has sort of been an exploiter-exploited relation-
ship, and that interferes with economic development, and it inter-
feres with progress. 

Senator JOHANNS. Chuck? 
Mr. FLUHARTY. Senator, this is the most critical question, I 

think, for rural development, and I want to spend a minute an-
swering it because we have done this all over the world. 

The first challenge we have is cultural. It is always cultural. 
Every rural region is very different. In almost all of those where 
success occurs, you have an inclusive model of buy-in at the start. 
That could be the council churches, it could be a Governor, it could 
be a mayor, it could be a tribe, it could be a development organiza-
tion. But the reality is that you have a challenge in your USDA 
structure right now given the history of the grant and loan pro-
grams. 

I think it is going to be an uphill slog, but I urge this Committee 
to stay engaged. Everyone is working really hard to move this, but 
we need every Federal agency engaged in some way. It is more 
than scoring. Thunder Valley was a great example, frankly, HUD- 
funded—HUD-funded, Housing and Urban Development—to do 
that. 

The second thing is I think we need Governors and mayors and 
county commissioners much more involved. 

The last thing I would say is I think any quick answer is wrong, 
but let me share a quick answer, and that is, scale is so critical. 
Once you have solved the cultural issue, I think you have to look 
at convincing that woman who is a mayor of that micropolitan re-
gion that her future is not to become an MSA mayor but to become 
the center of a regional growth hub with 15 or 20 contiguous coun-
ties that aligns with that growth hub. We have 700 micropolitan 
regions, and in the West we have smaller growth regions of four 
to five thousand. Figuring out a way, to your question, to assure 
every one of those contiguous rural counties does not suffer from 
that great sucking sound when that money goes to their regional 
area, but they begin to build a compact around distributed food, en-
ergy, entrepreneurship, workforce education, and health and 
human services, finding some scale to start I think does advantage 
your opportunity. 

Ms. KEELEY. Thank you. I have a couple of thoughts. I think that 
we are currently in the development of our SETs, and the approach 
that I took was to develop four individual county plans first as the 
foundation for our regional planning. 

EDA private sector funding through our planning grant program, 
which is funding much of the time that I am investing in doing this 
work, and I supplemented the EDA funding by each of these par-
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ticipating counties contributing additional funds so that we could 
do these individual plans. 

But I think there is not—we are still carrying on our day-to-day 
business while we are in the middle of this extraordinary planning 
effort, and there are not adequate resources to fund enough time 
to really do the job really well. 

I think that somebody may have mentioned it already, too, but 
I think that on the flip side of that is making sure there are re-
sources available, and I think there are a lot of project-driven re-
sources that can be made available. I think the most difficult strug-
gle that I have is trying to figure out how I can pay for our staff 
time, it is just being the champion, being the leader, being the can- 
do spirit guy on the team, and if I have to figure out nickels and 
dimes to be that guy, it gets really to be a challenge to just main-
tain our workforce within my group and then to—I mean, building 
a can-do spirit means a lot of boots on the ground and a lot of time 
investment in building that spirit. 

So I would love to be that champion. I just struggle a bit some-
times to make sure that we have adequate funding in place so that 
our staff has the confidence that we are going to be able to keep 
their job around. It is not just an annual grant-based job. 

Senator JOHANNS. You know, you raise a valid point. It occurred 
to me years and years ago, as I would work with communities 
across the State as Governor, that resources were always tough to 
come by. 

Number two, most of the local government was volunteer. You 
know, your city council person might be getting some insignificant 
stipend. Gary, I do not know what you pay your city council people 
there. 

Mr. PERSON. It is insignificant. 
[Laughter.] 
Senator JOHANNS. I do not mean to embarrass anybody, but typi-

cally it was—it just was something to recognize that they had at-
tended the meeting. But, by and large, whether it was the school 
board, the local city council, or whatever, they were operating as 
volunteers in setting aside significant amounts of time in that vol-
unteer activity. So your point is extremely well taken. 

We have been talking about the relationship at the Federal level 
with the State and more specifically the local communities. I would 
like to have you explain what are the challenges in attracting cap-
ital or somebody making a loan into a small community so when 
a business comes to you and says, ‘‘I have got this great idea,’’ how 
difficult for them is it to get their business up and going, attract 
the capital, the loan support that they need to open that business 
and maybe start with two employees or whatever and maybe build 
Cabela’s someday. And, Gary, I will go to you. What challenges do 
you face in that? 

Mr. PERSON. They are enormous. When we went through that 
transformation back in 2008 with the banking community and the 
regulations that come down, the projects, I look back 10 years ago, 
that would have been a no-brainer to take to the local banking 
community. Today they are so overregulated now, and it is like 
there is this scare factor. If you dare make a wrong decision by 
funding something there is a huge penalty to pay in the end. 

VerDate Nov 24 2008 17:30 Feb 23, 2015 Jkt 000000 PO 00000 Frm 00034 Fmt 6633 Sfmt 6633 C:\USERS\MW42035\DESKTOP\DOCS\93028.TXT MICAH



31 

I will just give you one critical example in our community. We 
have grown our economy. We now have 8,000 jobs in a town of 
6,700 people. We need market rate housing in the worst sort of 
way. Developers have wanted to build a tax credit project, and I 
get that. I understand it. We have a need for it. But we have sev-
eral now that have openings. We have 100 people every day looking 
for a place to live, but yet they cannot live there because of the in-
come restrictions. 

We have not built a market rate apartment complex in our com-
munity for 60 years. We just went through a 10-year cycle trying 
to build an apartment complex. They see this economy, and they 
see all these jobs, but it is always the what-if factor when they look 
at Sidney, Nebraska, because we have got a lot of great employers, 
but obviously Cabela’s is our flagship, and it is the what-if. What 
if they are not here in 20 years at the end of my mortgage? How 
are we going to survive? And, consequently, they have to have all 
these guarantees from the private employers in order to build it. 

To make a long story short, we eventually gave up after we 
worked through three different development groups trying to get 
an apartment complex built. Cabela’s had to wind up building it. 
Now, it will open in July, and then maybe at that point when it 
is filed, it is operational, it is successful, we will have an example 
for the banking community to say—but it just—it was so frus-
trating, and all the funding agencies even, though they said the 
right things when you were talking to them, behind the scenes they 
must not have been, because the projects did not happen. That is 
a really, really frustrating thing in rural America. We all get cat-
egorized into this one little lump sum instead of looking at those 
of us that are an anomaly out there and that we still need people 
to take that—I would call it a ‘‘minimal risk.’’ It is an investment 
in rural America’s future, but it is extraordinarily frustrating. 

Senator JOHANNS. I want to hear from everyone on this. Mr. 
Tilsen, I will go to you next, because I am especially interested how 
you got your business up and going. But, Gary, it occurs to me that 
in some respects there is less risk in Sidney, Nebraska, than there 
would be on some projects whether they are in Omaha, Lincoln, 
Des Moines, or whatever, just because the employment base is so 
strong and there is such a tremendous need. I do not know if you 
have ever analyzed it, but I will bet there is a need for how many 
apartments, how many houses, in Sidney? 

Mr. PERSON. If we build 1,000 tomorrow, they would be all filled. 
I know when I say that people look at you like you are crazy, but 
I honest to God believe it. We have people coming in to city hall 
every single day just begging for a place to live. They know we run 
the utilities, so they want to know if somebody shut off their utili-
ties today that they are moving out of town. 

The other frustrating thing is because the local banks have been 
so regulated down, they have a cap where they can lend to. So they 
have to partner with a larger bank. Well, when they look at rural 
western Nebraska, the percentage rate on financing just went up 
as a result of just solely from the fact of where you are located, be-
cause in Omaha and Lincoln, it would have a lower rate. Then the 
cash flow starts becoming even more challenging. 

Senator JOHANNS. Mr Tilsen? 
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Mr. TILSEN. This is a really, really big problem. Three years ago, 
I went to 11 banks in South Dakota when we were growing so fast, 
and we could not find anybody to lend us any money. We recently 
started—our first investor was the local Lakota Fund, which is a 
CDFI, and using a PRI from a private foundation, we were able to 
get our first investment of $61,000. But because we are on an In-
dian reservation, banks, like most of the banks in Rapid City, 
which is 100 miles away, consider the reservation to be outside of 
their service area, so they provide no commercial lending on the 
reservation without a Federal guarantee. 

Now, here is an interesting problem. To have a Federal guaran-
teed loan, you need to have 20 percent equity. We are in the nat-
ural food industry where the key principal driver of the business 
is your brand value. But the Federal Government loan program 
does not recognize brand value as an asset. They consider it an in-
tangible when it is considered the only tangible asset in my indus-
try. 

So most of what I am building is not recognized, and so I cannot 
access USDA-guaranteed money, BIA-guaranteed money, or SBA- 
guaranteed money. So that is a particular problem. 

The reason that we are still in business is that the CDFI clear-
inghouse out of Los Angeles, California, and us put together a com-
plicated transaction that involves investors of a tribe, two founda-
tions, a bank, the Federal Reserve, and the clearinghouse CDFI, 
and that is just to get us where we are at now. Now we are faced 
with having—having just done that in the last year, we have to do 
it again. Like I said earlier, we are experiencing 125 percent 
growth. We want to add more jobs. 

Then the last thing is about 48 percent of the people who work 
on Pine Ridge cannot find housing, so we have this low-income 
housing problem, but now we have a workforce housing problem. 
Just as my colleague from Sidney just outlined, there is a need 
right now, a market for these houses, and the financial structure 
to build them and get them on the market is a huge gap. 

So we have some real serious challenges being rural. You men-
tioned that about 3 percent of the foundations in the country give 
to rural America, and about 3 percent of them give to Native Amer-
icans. So that is about one-third of 1 percent of the philanthropy 
that is going out there. 

From a step back, you would think there is a lot of money, but 
when you actually try to bring a business to scale, it is a huge chal-
lenge for us. 

Senator JOHANNS. Chuck? 
Mr. FLUHARTY. Just very quickly, every region is going to be dif-

ferent, but the CDFI example, if Gary cannot do it, we have got a 
huge problem. Let me just say that is an example of what I would 
urge the Committee to think about in a more integrated scoring or 
public-private alignment. I would urge you to look at what CDFI 
in Kentucky—Kentucky Highlands, one of the really good ones— 
did recently with the houseboat industry that completely crashed 
down around Somerset. They have started building high-energy-ef-
ficiency homes using that facility in the winter when they are not 
doing houseboats. It is a wonderful model. It is market scalable. 
The price point is right, and they cannot even get funding to start 
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because they do not believe they will be sustaining commitment for 
developers. 

That is an issue where some combination of the alignment be-
tween HUD and the housing program at USDA and our CDFIs, our 
philanthropic communities, there must be a way to think about 
this if you are in a sustaining regional strategy that has been in 
some way vetted, you can begin to get at these issues that are an 
impediment to growth that are structural. I think the Committee 
should think seriously about looking at that issue. 

The reverse is the issue in the shale area, is you can get all the 
housing you want in the shale areas right now, and no one is 
thinking about the end of that entity, and the history of shale ex-
traction is rather amazing when it ends. Gary’s community is much 
safer, and he cannot get it done. So it is something we could work 
on. 

Senator JOHANNS. Dawn, have you faced the same challenges? 
Ms. KEELEY. I think I have a good example to talk about just a 

little bit. I think some of our key—many of our communities, even 
though we are small and have had population decline, are facing 
housing demand issues that they cannot meet, so there is that need 
for market rate housing development. The key piece of all that 
really is in the infrastructure and extending the infrastructure as 
well as the development. 

But I am currently involved in a project right now where we are 
attempting to reuse an existing building that happens to be owned 
by the State of North Dakota in our town of Grafton. This project 
received a 30-percent housing award grant through the State of 
North Dakota. The lending institutions would like us to have the 
USDA guarantee on the bank note, even with a 30-percent down-
payment on the project. 

So I went back to the drawing board, and I said, well, we man-
age the CDBG program in our region, and I would like to put some 
CDBG money into it. And, by the way, I think I would like to own 
the building and I want to build this nonprofit developer capacity 
right within our office so that we can do more projects. 

The CDBG feedback was that you have conflict of interest. You 
manage the CDBG program; therefore, you cannot invest in your 
own project. I found this to be a barrier, and I said rather frank-
ly—this was a Monday conversation—that there are only a few of 
us that are going to be able to step up to the plate, and if we just 
continue to put barriers before us, we are not going to be able to 
continue to support these communities in the ways that they need 
to be supported. 

Senator HEITKAMP. [Presiding.] Thanks, Dawn. 
Senator Johanns has to go vote, and I have fulfilled my commit-

ment, at least for these two votes, so I have a little more time to 
spend with you. Thank you all for your patience and the adjust-
ment to schedules. 

You know, I have a number of questions that I would love to ask 
all of you, but we would be here all afternoon, which I do not think 
would suit anyone’s purposes. But one of the things that concerns 
me—and I hear this among Federal programs that typically get 
siloed. You know, you have got this program for water develop-
ment; you have got this program for infrastructure, other kinds of 
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infrastructure; you have got this program for workforce develop-
ment, on and on and on. As we divvy out those programs and look 
at indirect costs of all those Federal programs nonprofits and folks 
who do work like you do all across the board, not just in rural de-
velopment, throw up their hands and say, ‘‘What are we doing? We 
are not going to apply for a $50,000 grant that will cost us $10,000 
to audit. That is just not realistic.’’ 

One of the concerns that I have going forward is that we still 
keep a level of accountability on Federal dollars, but that we do 
things, we maximize the collaboration and we increase the flexi-
bility. 

I want to ask you, Mr. Fluharty, in your experience working 
across the board, do you think it has gotten better or worse? What 
recommendations would you have to me as somebody who serves 
not only on this Committee but also on Government Operations on 
the kinds of discussions that we should have to maximize Federal 
dollars? 

Mr. FLUHARTY. Madam Chairwoman, I will bet if you stayed the 
afternoon, these three fine people could fill you with horror stories 
for 5 hours. 

Senator HEITKAMP. Yes. 
Mr. FLUHARTY. While you were gone, I raised for your colleague 

the very real need you have to stay very actively engaged in this. 
Unless we can address that, this program will definitely not 
achieve the intent. I would say two or three things. 

This administration has really tried to build cross-administration 
alignments. I commend them for that. They have worked very, very 
hard. Part of the challenge USDA has is fully statutory. I am in 
that building a lot. There is a lot of interest. It is statutory. I would 
say two or three things. 

It is absolutely essential that you build a sufficient evaluation 
and evidence base to provide risk management for yourself as a 
Committee, the Under Secretary as Under Secretary, and the pub-
lic entrepreneurs that are going to do it. But we are going to have 
to solve that one, and I would say that structural thing is more 
critical than anything you do to work with USDA as they start to 
think about this rule. I would urge that you stay actively engaged 
as rulemaking comes. 

We have worked across the Federal departments for 20 years, 
working with development organizations, cities, counties, and Gov-
ernors. There is a lot that could be done incrementally to alleviate 
some of that challenge if we would have had a framework to do it, 
if you would have had some platform upon which to say in this 
case, with this rule, we will do this. It is not just scoring on a grant 
because you are going to be precluded, you are going to have to 
have waivers if you want to go in it, et cetera, et cetera. It is your 
largest challenge to make this work, frankly; otherwise, you are 
nibbling at the corners. 

The last thing I would say in that regard—and every sector we 
work in, there would be differences. I think there are three things 
we can do: really ask philanthropy nationally to step up in the first 
six or eight regions and say the soft infrastructure necessary, the 
glue to begin this. If USDA cannot do that, I do not know how 
these folks are going to free up staff. I will tell you what we did 
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in Kentucky. I am doing two jobs full-time. My entire staff is in the 
SOAR region, because everybody else is full-time. It takes that to 
build this. That could come through Federal regs. I doubt it can le-
gally, so it has to come somewhere. Beyond that, once you have the 
walk-around potential, I really do think you need to think about 
very, very serious commitment to some kind of public-private inter-
mediary trust that allows in regions you certify that have strong 
SETs plans, strong government plans, some variation. I would say 
housing stock and capital stock are your two most critical ques-
tions. I would really think about bold thinking in this. If you do 
not, this is going to be nibbling at the edges, in my opinion. I think 
it will be good, but to me that is the most critical question. What 
could we do in this rule to just take the last five horror stories we 
had and start to get after them a bit in Federal regulation. 

Senator HEITKAMP. Well, I know from my perspective, I serve on 
the Housing and Banking Committee, I serve on the Small Busi-
ness Committee, and every Committee that I serve on, when it 
comes time, I ask questions about what is the impact in rural areas 
and what is the impact in Indian country. I serve on the Indian Af-
fairs Committee. I think many times I have met with blank stares, 
like, ‘‘We do not know how to do housing.’’ When I ask the afford-
able housing groups, ‘‘What have you done to encourage housing on 
the reservations in Indian country?’’ they will tell me what they 
have done to provide anti-poverty programs in urban areas that do 
serve Native Americans who live in urban areas, but they have no 
idea how to build capacity for housing. I share Mr. Tilsen’s concern 
about housing all across Indian country. 

I share everyone’s concerns that you have here, but I feel like we 
may be creating, if we do not watch it, a system that we hope will 
reward people for doing things regionally, doing things strategi-
cally, but the reward will not be big enough to really overcome turf 
discussions, to really overcome the kind of natural competition that 
you see that grows out of Class B schools sitting across the gym 
from each other, right? 

I mean, we all know, if you grow up in rural communities, you 
know Hankinson and Ledgerwood are going to fight over who gets 
the ethanol plant, and they are going to brag for years it was 
Hankinson—which it was. Never mind. 

[Laughter.] 
Senator HEITKAMP. Ledgerwood now is going to be mad at me. 

But these are really, really important questions, because we have 
an underutilized resource in America. It is called ‘‘rural America.’’ 
We have people—and, Mr. Person and Mr. Tilsen, it is a micro-
cosm, as you talk about aging of your counties and you talk about 
an average age of 25. It is not one size fits all. But the results and 
the process has to be regional. 

But we need the people who are doing the entrepreneurship, as 
you point out, Mr. Fluharty, to stay involved, to tell us what les-
sons you are learning from this process, how this can work better. 
I think Mr. O’Brien is an excellent person, and I think Secretary 
Vilsack is very committed to this process, but they cannot do it in 
a vacuum, and they cannot do it alone. I loved your example of now 
we are transitioning to crop insurance. We really are transitioning 
to regional strategies. 

VerDate Nov 24 2008 17:30 Feb 23, 2015 Jkt 000000 PO 00000 Frm 00039 Fmt 6633 Sfmt 6633 C:\USERS\MW42035\DESKTOP\DOCS\93028.TXT MICAH



36 

You all have been very, very patient with us. I want you to 
know—I think sometimes people who come to these hearings feel 
like we came and we testified and that was the end of it. This is 
a key component for us and certainly for me and Secretary Johanns 
and a lot of the members here who have seen those rural commu-
nities in decline, in what was always a pretty vibrant economic 
condition now look for alternatives. You are on the cutting edge. 
You are modeling that opportunity for everyone. You are proving 
out best practices. We want everyone to learn from those best prac-
tices. We want you to teach Congress about what the impediments 
are for exercising those best practices. 

I want to thank you all for coming. We are going to leave the 
record open for—I have to check out my date here—until Thursday, 
May 8th. I know that you will be receiving questions from other 
members on the Committee. The Committee stands adjourned. 

[Whereupon, at 12:02 p.m., the Subcommittee was adjourned.] 
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