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‘ Draft of short gppeh of Hon Hubert H., Humphrey befor
Keyman Seminar
The Independent Bankers of Minnesoé&a
Minneapolils, Mlnnesota

Holiday Innm Central, April 25, 1973

Banquegt Sesslon

Sometimes the communications medla have been kind enough

to call me the "Happy Warrior",
‘what"s )
Frankly, I'm still a warrior- a warrior for, right for Minnesota,

A

for what's right for America, and what's right for the world--

in that order.

MI am happy to be with tressured friends who are Independant

Bankers

_A to talk with you about rural development.

. O
1¢fh15£‘lmovement and a cause that 1s dear to my heart - and it is a

cause that we are winning and a movement that is gaining
—— TSy o e sk
momentum WWW
L ] D p

I'm also happy to be asked to talk with you about rural development
Jegme¥t because I have an announcement to make that I think will

| speed up the movement a little bit, And I'm going to X&&¥ continue
ﬁ FEEXEK to need your help Just like I have so many times in the past.
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( fVI've never quite seen eye to eye with the big international

2

bankers, or made joint cause with them., I never have believed

In cartel banking or branch banking.

But I do think that the small independent bank is the backbone of the
American community-- particularly in R Countryside U, S. A,
I feel right at home at a seminar of the keymen of the EBSSe

Independent country bankers,

/You and I joined in the cause of the family farmer long ago.

As country bankers you understood about the need for family farm'

m. As a country druggist I understood it. Prosperity

on Main Street starts with prospﬁerity on the ‘ f‘arm.
e — =

iy

k The Congress will soon be drafting another farm bill. Now that

famlily farm income 1s approaching somet ing near where 1t ought to
/ / ‘ W

¥farm income supplements ard orderly supply management, and
e e

price supports.

R T et e

We went through all that in the 1950s, I doubt that Congress

wlll want to allow those errors to be repeated.

—-

You and I also, joined forces long ago to improve farm and rural
l } p—]

community credit laws,

-
N —— e e e e O

We have improved the opération of the Federal Farm Credit System,

¢ We have made continual improvements in the farm credit programs

of Farmers Home Administration. I know thatjin genera] ymm Farmers

Home has £ worked closely with the Independent Bankers,
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&__, We enacted the rural water and sewer, and solid waste disposal
loan and grant programs; and the rural housing loan and
Interest rate supplement programs with which your group

EmphixmuoR worked very closely.

Over the past two years, your organization helped Congress to

write and pass the landmark Rural Development Act of 1972,

4?1 p want personally to thank Pat DuBois and other keymen of the
[ e

et S SN
.

Independent Bankers Assoclation for the help they ms gave =#® us

in revieuing and improving draft after draft, L an

It has many new and programs to help build Rural America,

It has NEEEEENEEEE® ncw rural development credit programs that
you helped to write and which if implemented wlll enable you to
redouble your local ruraj} development efforts‘&ﬁ:ie good 1egielatio§.

And 1t ought to be fully 1 mented and fully funded wilthout

The Subcommittee on Rural Development, the chairmanship of which
L e | E—— e - — o ——

I just passed along to Senator Dick Clark of our neighboring
(-- and_I am still a member--
State of Iow% has wtm completed three days of the first

=
of a planned quarterly legislative Qverglight hearigs

implementation of the Rural Development Act.

I T T S Ll S .,

y

Q éilllllefi~&ore than 30 wikresses puhlic witnesses were heard,

in addition to Assistant Secretary of Agriculture for Rural

Development Wi1ll Erwlin and Community Development Counsellor Lynn.
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The Witnesse s sBEpPeseRbing e Eoneria-L—pulac L including a

sp%ﬁgsman of the Independent Bankers Association of America,
le] ]

without exception, urged full 1m§1ementation pflxrmxhzhx and

funding of the Act. But they expressed concern about several

major aspects of the manner in which 1t 1is being implemented.

They expressed several major concerns, and WTEFCeaey 1 share%u

concerns. W%W

1. The recent terminations by unilateral Executive action of
many major basic rural and farm proframs such as the Farmers
Home Administration water, sewer, and solid waste disposal grant

programs, rural housing incentives, and the farm disaster loans,
- -,

2. The intention announced by the w Administration witnesses
that some of the major provislons of the Act such as assistance to
rural development planning, and rural community development

fire protectiqégill not be activated at all;

3, The announced intention to operate the important rural
industrial development provisions of the Act on a small pilot
area basis 1in a selected number of multicounty districts in each

Statex rather than on a nationwide basis)as Congress intended;and

4, The w4 delay that has taken place since the Act was passed
last Augmst 30, 1972 and has resulted in some of the new programs

still not being operative in the fileld.
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khr, I will not take the time now to list and discuss the imporant
farm and rural programs that simply were grounded,w
least temporarilq)terminated without warning and without
consultation, You already know what they are and many of you

have already discussbd the proYeJm with me.

1fty major
As you know there are over amipmruxm@d individual provisions in

the Rural Developmeht Act of 1973,

G&igrﬂdf
I am happy to note that some 25 of them, mainly 1mprovji%—4

aﬂn the farm credlt programs, have gy been

activated, But I am distressed and dlsappointed to find out
2ven
thaﬁgé of kk&m the new programs have not yetjbeen cleared by the
qﬁ new Assistant Secretary much less placed into operation

in the county offices where people can start benefiting from them.

The Administration witnesses told the Subcommittee that kkey
ﬁwﬁ-(;ﬁgsf —~

it is hoped that some 13 maJo‘grural 1nduatr1a£/ization

and water quality provisions will be in operation by July 1 or

wi

August 1.or by September l)at the latest., This a full after

J
after the President signed the bill into law,

But even more distrssing 1s the more than a dozen new programs

that are going to be completely disregarded,

You may be certain that Cong ess 1s golng to exert every effort 1t ee

7%@




001572 |
o

nn—qmm%n of your organization worked long

and hard to help me and the Subcommittee to perfect the structure
A
and the language of te proposed new Rural Development Bank,

Well)that got dropped out somewhere g

BM@W.EM% still need 1it,

_— < e

Rural bankers and Ilnvestors need an independent, flexible, investment
institution they own themselves--somewhat similar to the successfulb™
Federal land banks, intermediate credit banks, and banks for oCepaRat

cooperatives that the farmers own and operate,

The Rural Development Bank that you helped me draft and perfect
two years ago was designed to gg,ilmg with the credit and other

e )

provisions of the Rural Development Act,

T L]

But the Rural Development Act as 1t now stands 1s 1ike an ailrplane

-7,
with Jwede with a ging on just one sidg.;,(The Act does ¢ up a

h
1nteré‘s_l%/form of new guaranteed rural development loans that

could be Iimplemented in a fashlon with whigh you could work
convem@ltly and smoothly, But all t%ools |are not in the boxg

| én the first place) the Rural Development Act &R does not
T T e g e g ot

remove control, ownership, and operation of the rural development

system from natlonal and State politicas,
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Vi ??gs things now stanqp, the control of non-farm rural mxmdk dey ment
—-ﬂﬁ

credit rests in the Executlve Branch of the Federal government--

no where el_se{ In fact, the Subcommlittee was told by Administration

witnesses, gjevery little decisioq' con the most detailed and
a doze

routine matter must be cleared through zz/different echelons

of Executive Branch heirarchy and staff offices:

Ggﬂﬁq_gidential appointee,>
1. The Administrator of the Farmers Home Administraﬁfegagggbther
administering agency;

a Secretariﬁl qppointeeib
2., the Ganeral Co§;§E;ﬁ?f"£he Department of Agriculture;

3. The Office of Budget and Finance of the Department;

e e -

4, The Office of Planning and Program Evaluation of the Department;

residential _appointe
5. The Assistant Secretary of Agriculture for Rural” ﬁ%velopmeﬁﬁg

C;; secretarial appointe

6, The Administrator of Rural Development Service“"

who refers it for review to

7. The Under Secretary of Aggﬁcugiire and Hngg?Eff

8. The Secretary of Agriculture, a presidential appointee;

Q9. The Director of Office af Management and Budget, who is appointed

by the President without the advice and_nansent of Congress.and who
betote 1he pﬂa 0p e n T Svbcomar Hews

rERuxed declinglaato appearjto ‘answer queeflons on"the implementation

of the Rural Development Act;

10, The Se cretary of Treasury, a presidential appointee; amd

11. The Presldent's Council of Economic Advisers; and

12.(§resumably the finai)clearance will be gilven by the

Counsellor for Community Development, a super-cabinet post which 1s

filleﬂ by a fine person who happens also to be the Secretary of
Housing and URBAN Development,
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4?11: will be a miracle if a recognlizable and workable rural development‘
L_ credlt program emerges from this mazeQnd to top it oi:f} I heard a
well founded rumor the other day, that the authority to approve
individual loans may be delegated not to Farmers Home Adminisgtration
people with whom you have been working on other loans but to &we
State Governors,;;.ith Farmers Home Adminlistration belng relegated

to kmE® housekeeplng and bookkeeping chores.

Jndependent bankers have had years of sma&zr generally succesgsful expey:

experience working with Farmers Home Administration lnsured loans
e

and Small Business Administration guaranteed loans, and You ha ve
Worlked miyra cles with what \jou haa 4o wdri with g

#But the main point 1s, the same political structnre that sets 1t up

g can tear it down, or change 1t,as things now stand.ﬁ{(What
rural lnvestors and bankers needs an independent fural
__.-eri-uf-“-‘""”"‘““'_ iy

investment institution that they own and control themsé&lves,

—-——

i1ts failure to set up a __s;ywsﬁt;_e,,m,,_g'_r,e;e,y__o,,f‘,j
In addition to IEPII e political dominatioz}. the Rural

Development Act has another shortcoming'-bw%i—

Du(_e.l.opmeﬂb—Bu'm?'D‘l’fb s

f‘lﬁ'ural bankers are severely limited_in the amgunt of

%’E{@_{}f'ua(

credit resources they can dedicate to any ¢ ural development
project or borrower, Yet many individual projects, 1f we are really
gserious, are the kinds of plants and developments that cost a lot

of money. Eve il the Federal government guarantees 90 percent of

a $7 million loan, the remaining 10 percent or $700,000 is more than

most small rural banks can handleafﬂ ne,
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: JﬁMost independent bankers havg??eveloped fine cooperative working

relationships with other larger banks, usually in metropolitan areas,
Such banks are helpful to local independent banks in meetling local
rural credit needs. But this line of credit cannot be stretched

indefinitely, and besides you have yoxgﬁwn problems of flexibility

and liquidity to think about.M"

e all still remember that many large credit insitutions had

s ey

to pull in their horns and give attention to pressing needs close

to home in the credit cruch of Just a few years agq‘{}n such a credit
cruch, even these large institutions needed ax¥x somewhere to&"

for financial assistance with their rural development credit and
investment portfolios ..L &

We still need a Rural Development Credit Bank owned by rural bankers :

tve just mentioned and others that :

and investors to fill the needs

IK\Section 901(a) of the RurakxBexmimpm#nk Agricultural Act of 1970
stated the policy of Congress and the President to give highest
priority to the revitalization and development of rural areas,

A still unmet need, if this statment of high policy 1s to tbe

fulfilled, is for equity capital, FXERExAXEREERNEEMIDERXT An

(, investme nstitution owned by rural bankas and lnvestors C‘-‘Lﬂ



001576

(AN
ﬁ?/i have kmdmiAmammm already had drawn up a draft proposal for a
£~_, 1973 Rural Development Bank that I think will support, suppggiént,
and strengthen the implementation of the Rural Development Act @3
-,

4?81nce you did so much to help me and the Subcommittee formukte
the xf¥hxmdmkhem 1971-72 editlon, I want to sketch briefly the
provision I now have 1n mind, ask you help in perfecting it, and
mention the ways in which the new proposal d58f8emsdpnt dif€fers

from the 1971-72 draft you worked on so hard.

Rixskd%he Rural Development bank wimgs# should have, as I now see 1it,

the major function to serve as a iﬁhﬁ source of financlal asslstance

the other financial institutions i

that have refinanced, dlscounted or rediscounted rural

s,made by local rural, f clal instituions

4#The new Rural Development Bank would work in the usual course of
VIC a7,
vents with the correspondent banks of local rural banks an th

rural banks themselves to increase the liquidity and security of

rural development loans that they make.

ﬁf&he Rural Development Bank would also be authorized on a very neshods

restricted basis to joinf with local % other 1nvestors to
(equly _investments in.

make Joint-ventume rural development projects that are highly

[ o hm.;.
: unable to obtain needed investment or

imporant but which

credit,ei.snheaa—dﬁéﬁﬂxﬂlér

ﬁgLocal financial institutions would be ableibut not required)to

¢ acquire voti capital stock 1n the kakx Rural Development Bank
{ fa dfvr PPt n Cject! spensvr pr
0 r

but the u]tima ¢} enture cosponsor would be

required to purchase voting stock,® or nonvoting stock, of at least

)

)
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a minimum percentage of the financlal asslstance provied by the
Bank,

The proposed Rural Development BankJ

greatly simpliflied in organizational structure

he previous

proposal.

Instead of 10 regional rural development banks there would be only

one national bank,

The provision for operating through multi-county district financial

institutions has been ellminated, by authporizing the national
(private.
dr1financia1

rural development bank to work directly'wiggrloc
— \':.uuq.“_ R e
institutions, &R @heh! credit sources or correspondent banksp'(

The Rural Development Credit Agency)as a supervisory layegfhas been
eliminated’by giving some of 1ts duties to the National Rural
Development Bank'Board, and some to the National Rural Development

Bank 1tself,
The capital grant axd interest rate supplement proposals have been

12

elimlinated, because provisions for gra%%g are already included in
the Rural Development Act of 1972, 1fﬂ1mp1emented and funded.

And finally, the National Board has been enlarged to includgﬁ[
in addition to members appointed by the President with Szmke
Senate confirmation)some ten members elected by the x local bankers

and borrowers who own voting caplital stock in the National Rural ®

memimpmxﬂxhzmkm Development Bank,
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ﬁfﬁhile I have not yet fully considered all the details of this
proposal, and I have not ¢ had an opportunity to gonsult: wl'ﬂ
you and others concerning the changes, I am going to introduck it
now 1%reliminary tentative form for fu'r-ther discussion,

¢HI have found that Propoied legislation 4 eagler to zggéfw and
discuss and rewrite if starty with a draft in regularxpill form.
So even though I am not all wedded to any or all of the provisions
of this current proposal, I am going tézggggg%ﬁ%é&?%i%gg wider

consideration, discussion, and suggestions for improvement

e e G—— catenl

‘/ ; 4}1 shall partimfx&arjjydw:ylugo;ne“g st , review and analysls of the g«
: 174 Nt [Fria ' o i IE“‘

propOSﬂﬂ y Ek# Minnesota Independent bankers and leaders of your

national organization.‘ﬁI Invite and need your help and suggestions

for where we go from here,

qfh fhes weay | L cam M P Fr.d“f Aeft € The
U A wet . '[r ‘h'f See +|fh - b“ - sect Lo Q0 vies ‘\fs.‘; [m. ZE-}___
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