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AN ECONOMY THAT WORKS FOR EVERYONE:
INVESTING IN RURAL COMMUNITIES

TUESDAY, APRIL 20, 2021

U.S. SENATE,
COMMITTEE ON BANKING, HOUSING, AND URBAN AFFAIRS,
Washington, DC.

The Committee met at 10 a.m., via Webex, Hon. Sherrod Brown,
Chairman of the Committee, presiding.

OPENING STATEMENT OF CHAIRMAN SHERROD BROWN

Chairman BROWN. The Senate Committee on Banking, Housing,
and Urban Affairs will come to order. Thank you all for joining us.
The hearing is in the virtual format. A few reminders as we begin.

Once you start speaking, there will be a slight delay before you
are displayed on the screen. To minimize background noise, please
click the mute button until it is your turn to speak or ask ques-
tions.

You should all have one box on your screens labeled “Clock” that
will show how much time is remaining. For witnesses, you will
have 5 minutes for your opening statements. For all Senators, the
5-minute clock still applies to your questions.

At 30 seconds remaining, you will hear a bell ring to remind you
youlii time has almost expired. It will ring again when it has ex-
pired.

If there is a technology issue, we will move to the next witness
or Senator until it is resolved. To simplify the speaking order proc-
ess, Senator Toomey and I have agreed to go by seniority for this
hearing.

For years, the work of the Committee on Banking, Housing, and
Urban Affairs has been far too much about Wall Street, far too lit-
tle about housing, and almost nothing about people’s everyday lives
in urban and rural communities.

“Urban Affairs” may be in our Committee’s title, but we have ju-
risdiction over matters integral to the economic health and vi-
brancy of all communities—including rural America. Whether you
live in Philadelphia or Cleveland or Atlanta, Perry County, Penn-
sylvania, or Perry County, Ohio, the work of this Committee is
vital to the shared prosperity of all Americans, urban and rural.

This is the first full Committee hearing dedicated to rural Amer-
ica, believe it or not, in nearly a decade. Senator Toomey to his
credit held a Subcommittee hearing on rural banking in 2015, and
I thank him for that. I am sure he will agree that it has been too
long since we focused on the issues facing rural America.

o))
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The hopes and dreams of all Americans are pretty similar. We
want jobs with dignity. We want to be valued for the work we do.
We want a community where our families can grow and flourish.
And we want the opportunity to join with friends and family and
neighbors to leave the world better than we found it.

The 46 million Americans who live in rural communities share
these dreams. They reflect the vibrant diversity of our country.
From the foothills of Appalachia in Pennsylvania and Ohio, to Na-
tive American tribal lands on the Great Plains, from Black commu-
nities in the Deep South, to Hispanic and Asian communities in the
West, we find resilient, hard-working men and women trying to
make a better life for themselves, their families, and their commu-
nities.

I know the pride people have in their hometowns, like I have in
my hometown of Mansfield, Ohio. They want these places to be suc-
cessful. They do not want to be told to pick up and leave to find
better opportunity. Crumbling infrastructure, high unemployment
rates, low wages, and gaps in access to banking and housing and
transit make rural areas especially vulnerable in an economic
downturn. Workers and families and community leaders pour their
hearts and their resources into these communities, trying to pre-
serve the legacy and grow more new businesses and attract new in-
vestment.

But these same communities have watched for decades as invest-
ment dries up, plants are shuttered, storefronts are boarded over.
University economists, CEOs, and conservative Washington politi-
cians make public pronouncements about capitalism’s “creative de-
struction”—dismissing workers’ anger, informing us that these ac-
tions are the inevitable result of free and unfettered markets.

Corporations close down factories; they move good-paying union
jobs abroad where they can pay lower wages and exploit workers.
Ohio workers from Bucyrus to Lordstown know what this feels like.
Big corporate agriculture has made it harder for small family
farms to compete. Local, independent businesses close shop because
they cannot compete with Amazon. Big banks buy up their smaller
competition and close local branches, leaving communities 30, 40,
sometimes 50 miles from a place to deposit a check or build crucial
relationships at their bank. The banks claim people can just use
online banking, but that does not help if your community does not
even have reliable broadband.

As the banking sector gets more concentrated, it is harder for
small businesses and farms and families to get loans to hire more
workers or expand their operation or to buy a home.

The biggest banks and the largest corporations look at quarterly
profits, oftentimes not considering the long-term economic impact
on these communities and small businesses.

And despite the simplistic picture we often see in the national
media, these communities are not only made up of people who look
like—they are no longer made up of people who just look like me.
Rural America is as diverse and culturally vibrant as the rest of
the country. Centuries of violence and displacement and structural
racism have pushed rural communities of color even further be-
hind.
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Native communities have some of the highest levels of poverty.
Many families suffer from overcrowded housing without plumbing,
without heat. The same is true for Black families and farmers that
have faced decades of discrimination, including lending discrimina-
tion.

Many rural families of all backgrounds do not have a safe, afford-
able home. If there is not affordable housing, communities cannot
attract new business because there is nowhere for workers to live.

Last month, I was talking to the CEO of a credit union in south-
east Ohio who knows the housing needs in his Appalachian com-
munity. He wanted to do something about it. He meets lots of well-
qualified families who could pay a mortgage, but they cannot afford
a 20-percent downpayment. So his credit union created a new mort-
gage program for members of his community to have that pathway
to home ownership. That is the kind of ingenuity we see all over
the country from lenders who actually live in and understand these
places. We learn from them.

Our witnesses today know what it means for the local economy
when the big banks abandon rural towns or when a big-box chain
store forces out small businesses. They know how working low-
wage jobs makes it impossible to make the rent, let alone save for
a downpayment. And they know that homegrown, local businesses
understand better than anyone what their communities need.

Anyone who has raised a family or started a business in Appa-
lachia or Indian Country or the Carson Valley knows these places
cannot rely on Wall Street banks and corporations to help them.
People in rural towns and counties remember how the biggest
firms recovered after the last financial crisis, and they were left be-
hind. They saw history repeat itself over the past year—when big
franchises got help from big banks, small businesses were shuttled
to the back of the line, and Black and Hispanic businesses were far
less likely than White businesses to get loans at all.

Over and over, I hear the same thing from communities large
and small, rural and urban: They need more resources. They have
tried to make it on their own because they have to—not because
they do not want investment or do not want their fair share of our
country’s prosperity.

To recover from this crisis and rebuild a stronger economy, rural
communities need direct investment in infrastructure and economic
development. We have made a good start with the American Res-
cue Plan. Now we look forward to the American Jobs Plan to help
us invest in our rural communities—in central Pennsylvania, in
southeast and northwest Ohio—for the long term.

We will invest in broadband and rural buses and affordable hous-
ing and the next generation of American manufacturing. We will
invest in new energy technology to address climate change and cre-
ate good-paying jobs in communities of all sizes. And if we make
these investments, these local communities will be strong and resil-
ient in the face of the extreme weather events—wildfires, flooding,
and hurricanes—that threaten our rural communities, as they do
all of this Earth, more and more each day.

When we put communities, not corporations, at the center of our
policy, when we invest in local people and businesses who make up
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our rural communities, we will get an economy that works for ev-
eryone.
Senator Toomey.

OPENING STATEMENT OF SENATOR PATRICK J. TOOMEY

Senator TOOMEY. Thank you, Mr. Chairman.

You know, I think what we are going to hear today are two com-
peting visions for how we help rural America. On the one hand, we
are going to hear that the Federal Government must play the cen-
tral role. Just expand the size of Government, increase spending,
put more people on welfare, have more Government programs, and
that will solve the problems.

But there is another vision, and that is one in which we imple-
ment policies that allow rural areas to thrive. And we know Ameri-
cans can succeed if we just give them the chance.

One of the many spectacular examples of this was the U.S. en-
ergy renaissance of recent years. It has been a game changer for
so many rural communities. My home State of Pennsylvania has a
lot of rural areas, and some are certainly struggling and others are
thriving. I do not know any of them that want to be long-term de-
pendents on the Government. The goal should be to have thriving
communities of self-reliant people.

As we consider the state of the rural economy, it is important to
remember where we were just a little over 1 year ago, because be-
fore COVID came along, we were experiencing an almost unprece-
dented economic boom, including in rural America. We had the low-
est unemployment rate in 50 years. In rural America, unemploy-
ment had dropped to 3.5 percent in 2019—its lowest level in a dec-
ade. Nationally, including in rural America, Black and Hispanic
unemployment rates hit all-time lows in 2019. We had more jobs
than people looking for jobs. We had a record-low poverty rate. We
had wage growth across the board, and wages were growing fastest
for workers of the lowest income. So we were narrowing the income
gap. These are all objectives that my Democratic colleagues say
they support. But we were achieving them just over a year ago. My
suggestion is let us get back to the best economy of my lifetime.

And we know how we got there. It was a combination of reform
to our Tax Code that made America much more competitive, rolling
roll back excessive regulation. We ran an experiment in economic
freedom, and lo and behold, once again it worked, especially for
low-income workers.

An important part of that whole story was America’s energy ren-
aissance. In 2019, the U.S. became a net energy exporter for first
time since 1952. We did it in large part by becoming the third-larg-
est exporter of liquefied natural gas. And as gas replaced coal as
the fuel for America’s power plants, CO2 emissions actually de-
clined—not relative to projections. They actually declined in abso-
lute terms. In fact, in 2019, the U.S. led the world in reducing en-
ergy-related CO2 emissions. In 2019, we had the lowest CO2 emis-
sions since 1992, the lowest per capita CO2 emissions since 1950.

Across the country, the oil and gas industry was supporting more
than 10 million jobs, very often in rural communities. In Pennsyl-
vania—which is the second-largest producer of natural gas—the oil
and gas industry has supported 300,000 jobs up and down the sup-
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ply chain. A majority of gas production in Pennsylvania occurs in
rural areas, like Susquehanna County. It is our largest natural
gas-producing county; it is also one of our least densely populated
counties.

But as we know, last March, our powerful economy was roiled by
COVID-19, and we were facing the very real threat of a full-blown
depression. No question about it. In 2020, Congress in a bipartisan
fashion repeatedly stepped up to prevent a full-blown depression,
providing almost $4 trillion in relief. And, fortunately, our economy
is now in a very robust recovery mode, as it has been for months.
The unemployment rate has dropped from almost 15 percent last
April to 6 percent this March. Twenty-three States have unemploy-
ment rates at or below 5 percent, and many of these are rural
States. Real GDP growth is expected to be extremely strong this
year.

My point is we can and should continue this robust recovery, and
we can recapture the best economy of my lifetime, which was only
a year ago, as long as the Federal Government policies do not un-
dermine our ability to do it. Unfortunately, that is exactly what
some of our Democratic colleagues and this Administration are
threatening to do.

For example, the spending bill that our Democratic colleagues
passed on a party-line vote actually pays people more not to work
than they can make working, so it is not a big surprise that in
March the NFIB monthly survey found 42 percent—almost half—
of small businesses had job openings they could not fill. That is a
record high.

The Biden administration has proposed massive tax increases
and regulatory burden increases that will undo the tremendous
success we had just achieved. Some of these are going to hit rural
America particularly hard. Some already have. Take, for example,
President Biden’s termination of the construction of the Keystone
oil pipeline. He has indefinitely banned new oil and gas leases on
Federal lands. The Biden administration is also seeking to coerce
banks and investors to stop providing capital to fossil fuel compa-
nies and stifling U.S. agricultural exports by maintaining tariffs on
Chinese goods and materials.

Today we are going to hear from two witnesses about the harm
that has been caused by the attack on the energy industry, and
particularly the harm to rural communities.

Kathleen Sgamma is the president of the Western Energy Alli-
ance. She will testify that these policies cause significant job losses.

And Senator Affie Ellis is a member of the Wyoming Senate. Her
State ranks first in the Nation for natural gas production on Fed-
eral lands and second in oil production on Federal lands. She will
describe how the leasing ban harms Wyoming’s economy and edu-
cation budget, which receives substantial funding from Federal en-
ergy royalties.

I wish we could all agree that it would be a worthy goal to get
back to the best economy my lifetime. We can do that without
wasting more taxpayer dollars, without imposing massive tax
hikes, and without increasing regulatory burdens on businesses.
We should be rolling back the harmful Biden administration poli-
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cies that are threatening the U.S. energy renaissance, and if we
did, we would be doing a lot of good for the rural economy.

Thank you, Mr. Chairman.

Chairman BROWN. Thank you, Senator Toomey.

I will introduce today’s witnesses, and they will begin their testi-
mony.

Mr. William Bynum is the CEO and founder of Hope Enterprise
Corporation, Hope Credit Union, and the Hope Policy Institute, col-
lectively known as HOPE, which serves communities in Alabama,
Arkansas, Louisiana, Mississippi, and Tennessee. He has served in
a number of nonprofit and Government leadership roles, including
the dTreasury Department’s Community Development Advisory
Board.

Ms. Stacy Mitchell is the codirector of the Institute—I am sorry.
I just lost that. I do not quite know what I did there.

She is the author of the books “Big-Box Swindle” and “The Home
Town Advantage”.

Ms. Marcia Erickson is Chief Executive Officer of GROW South
Dakota, which advances housing, education, and economic opportu-
nities throughout South Dakota. She serves on the Rural Advisory
Council for the Rural Local Initiative Support Corporation as part
of the New Markets Tax Credit Advisory Board for the Midwest
Minnesota Community Development Corporation. She recently be-
came president of the board of directors for the National
NeighborWorks Association.

The Honorable Affie Ellis is a State Senator in Wyoming rep-
resenting southwest Laramie County. Senator Ellis was first elect-
ed in 2016. She is the first Navajo, the first Native American
woman to serve in the Wyoming Senate. She currently serves as
the chairwoman of the Wyoming Senate Travel, Recreation, Wild-
life, and Cultural Resources Committee and is an attorney with the
law firm Holland & Hart.

Ms. Kathleen Sgamma is the founder of Western Energy Alli-
ance, which engages in public lands, environmental and regulatory
issues on behalf of the Western oil and natural gas industry. Prior
to joining the alliance 15 years ago, she spent 11 years in the infor-
mation technology sector and 3 years as a military intelligence offi-
cer in the U.S. Army.

Welcome to all of you. Mr. Bynum, if you would begin.

STATEMENT OF WILLIAM J. (BILL) BYNUM, CHIEF EXECUTIVE
OFFICER, HOPE ENTERPRISE CORPORATION, HOPE CREDIT
UNION, HOPE POLICY INSTITUTE

Mr. BynuM. Thank you. Good morning, Chairman Brown, Rank-
ing Member Toomey, and Members of the Committee. Thank you
for holding this hearing and for inviting me to speak today.

My organization, HOPE, provides financial services and engages
in policy advocacy to help ensure that people, regardless of where
they live, their gender, race, or place of birth, have the opportunity
to support their families and realize the American dream. The ma-
jority of HOPE’s 36,000 owners are Black families and women. This
is significant because it speaks to whom we are accountable. But
I also represent thousands of White, Latino, and other families
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across the Deep South who are too often on the wrong side of the
economy.

I would like to underscore a few points. One is that rural regions
of persistent poverty suffer from systemic underinvestment, par-
ticularly those where a large share of the population is people of
color. Persistent poverty is a predominantly rural phenomenon. Of
the country’s 395 persistent-poverty counties that have been over
20 percent for three decades in a row, eight out of ten are
nonmetro. A third of these are in Alabama, Louisiana, and Mis-
sissippi. Housing conditions, health conditions, education, and em-
ployment outcomes are all worse in rural persistent-poverty coun-
ties, and not coincidentally, some of the highest rates of unbanked
and underbanked households are also in these counties.

Mississippi, where my organization is headquartered, is only one
of four States where half the population lives in rural areas. Mis-
sissippi also has the highest poverty rate in the Nation, the highest
percentage of Black residents; 60 percent of people who live in per-
sistent-poverty counties in Mississippi are people of color.

The Library of Congress has a map that illustrates the con-
centration of slave holding on the eve of the Civil War in the
United States. If you fast-forward 400 years and overlay that map
with one of today where the poverty rate has exceeded 20 percent
for more than half a century—not the Federal definition, but for
half a century—you will see that Mississippi and the Louisiana
Delta and the Alabama Black Belt stand out on both maps.

It takes me to my second point. Creating rural communities that
work for all must include strategies for building wealth through
home ownership and small business ownership. The primary source
of wealth on America’s balance sheet is the home. Downpayment
assistance for first-time homebuyers is one of the most effective
tools for increasing economic mobility in rural communities and
communities of color. We should replicate and expand programs
like NeighborWorks’ LIFT program that provides downpayment as-
sistance for low-income homebuyers, teachers, servicemembers, and
first responders who get special provisions.

Also small business ownership reduces the Black—White wealth
gap, which is 10:1, 100:1 for families with children, to 3:1—not
equal ratio but from 3:1. Minority-owned businesses are more like-
ly to hire people of color, and increasing access to this capital is
critically important. This was made evident during COVID-19
where so many small businesses and entrepreneurs of color did not
have access to PPP financing.

Third, to close these gaps, banks have to do more. As I men-
tioned earlier, these persistent-poverty areas are products of sys-
temic underinvestment. Black families in Mississippi making
$150,000 are more likely to be denied a mortgage loan than a
White family that makes $50,000. Similar circumstances for Black
entrepreneurs. In Arkansas, where 16 percent of the population is
Black, only 1.5 percent of SBA 7(a) loans went to Black businesses.
CRA is one important way to address this.

My fourth point is that CDFIs, community development financial
institutions, are vital to closing these gaps. Over the past year, we
increased our business loan output from 40 in a year to 4,000 PPP
loans, most of them to small mom-and-pop businesses in rural
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areas. Also, we were about to route funds to poor rural municipali-
ties that could not get CARES Act funds from their local govern-
ments. We are thankful that Congress realized the important role
played by CDFIs and increased funding to CDFIs.

That brings me to my last point. Future investments have to go
to those institutions that have a record of deploying these funds
where it makes the biggest difference. Just like any business,
CDFIs vary. In Mississippi, an analysis of HMDA data show that
CDFI banks in Mississippi actually had a lower rate of mortgage
lending to African-Americans than the overall banking sector in the
State. So we have to make sure that those investments target those
entities that have the greatest track record of closing gaps,
prioritize investments in CDFIs that have a track record, and hold
State governments accountable for achieving the result intended by
Congress. The outcomes are very different in rural Deep South
States than they are in Ohio or California or Massachusetts. Ac-
countability with the use of Federal funds is absolutely vital.

Thank you, Mr. Chairman, Ranking Member Toomey.

Chairman BROWN. Thank you, Mr. Bynum.

Ms. Mitchell, you are recognized for 5 minutes. I am sorry to
bungle your introduction there. Welcome.

STATEMENT OF STACY MITCHELL, COEXECUTIVE DIRECTOR,
INSTITUTE FOR LOCAL SELF-RELIANCE

Ms. MircHELL. Thank you so much, and good morning, Chair-
man Brown, Ranking Member Toomey, and Members of the Com-
mittee. Thank you for inviting me to participate today. My name
is Stacy Mitchell. I am the codirector of the Institute for Local Self-
Reliance, a research and advocacy organization focused on
strengthening local communities.

One of the most troubling trends we have seen in recent years
is widening regional inequality. We have a few “superstar” cities,
mostly on the coasts, that are prospering. Meanwhile, much of
rural America, on the other hand, is falling further and further be-
hind. Good jobs are rare. Poverty is high. Grocery stores and banks
are closing. Black and Native American communities have been es-
pecially hard hit.

At the root of much of rural America’s distress is the concentra-
tion of economic and financial power. Corporate concentration has
harmed rural communities in multiple ways. It has allowed a few
dominant agribusiness giants to drive down the prices that farm-
ers, ranchers, and food production workers are paid. It has led to
plant closings and layoffs. The town of Eden, North Carolina, for
example, lost its two main employers, Anheuser Busch and Ball
Corp., after each acquired a rival and then shuttered its local oper-
ations.

Concentration has also led to a sharp decline in small businesses.
These losses are happening everywhere, but they are especially
damaging in rural communities where small businesses play an
outsize role in the social fabric and in creating jobs. We have long
assumed that small businesses are closing because they cannot
compete. But, in fact, the real culprit is more often the brute exer-
cise of market power by dominant corporations.
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Take the case of independent pharmacies. Research shows they
provide lower prices and provide better service, yet many are clos-
ing. Ohio alone has lost more than 400 pharmacies since 2013.

Why are local pharmacies disappearing? The problem is that
giant, vertically integrated health care corporations, including CVS
Health, not only compete with local pharmacies, they also control
how much they are reimbursed by insurers. These companies have
been slashing reimbursements to local pharmacies and steering the
business to themselves.

Similarly, local grocery stores are closing across rural America.
They are being driven out on the one hand by the predatory tactics
of Dollar Store chains in States like Georgia and Kansas, and at
the same time, as a recent study documented, by the fact that big
chains like Walmart are using their buyer power—their dominant
power as buyers to demand that suppliers give them better prices
and terms while charging higher prices to independent grocers.

Amazon’s stranglehold over the online market has been another
major blow to independent businesses. While corporations are cut-
ting off small businesses’ access to markets, our concentrated bank-
ing system is starving them of capital. Since 2010, bank lending to
small businesses has fallen dramatically. Many businesses, espe-
cially Black-owned businesses, are struggling to obtain capital. In
rural communities, small business lending peaked in 2004 and is
now half of what it was then.

This problem is structural. Big banks do very little small busi-
ness lending. Most small business loans come from community
banks, but community banks are fast disappearing. Between 2006
and 2018, we lost a staggering 41 percent of our community banks.
Today more than one-third of rural counties lack a community
bank. This is a national crisis.

People say that the problem of big banks is that they are too big
to fail. But the deeper issue is that these banks are too big to suc-
ceed. They are too big to succeed at doing exactly what we need
banks to do, which is to provide productive loans. Their scale is
fundamentally mismatched to the needs of local economies. This
was dramatically illustrated last year with the Paycheck Protection
Program. In States like North Dakota, where, owing to an unusual
State policy, community banks are numerous, more than twice as
many small businesses were able to get a PPP loan than in States
like Nevada, where community banks are rare and big businesses
dominate.

This matters all the time, of course. Research has found that
places that lack community banks have fewer startups, fewer busi-
nesses, and fewer new jobs. Today’s extreme levels of market con-
centration are the result of deliberate policy choices. This includes,
most notably, the systematic weakening of antitrust policies since
the 1980s and the dismantling of our banking institutions in the
1990s.

To bring life and hope back to rural communities, we must re-
store the vigor of our antitrust policies and break up concentrated
power. Small businesses are not asking for handouts. They are ask-
ing for a level playing field. My organization has been deeply en-
gaged in the crucial work to do this. It is now happening in the
House and Senate Judiciary Committees, and we are also eager to



10

engage with this Committee in thinking about how to restructure
the banking system and rebuild financial institutions.

My written testimony offers several policy approaches for doing
this, including capping bank market shares, strengthening bank
merger reviews, creating more public banks and postal banks, as
well as other ideas.

Thank you so much.

Chairman BROWN. Thank you, Ms. Mitchell.

Ms. Erickson is recognized for 5 minutes. Welcome.

STATEMENT OF MARCIA ERICKSON, CHIEF EXECUTIVE
OFFICER, GROW SOUTH DAKOTA

Ms. ERICKSON. Thank you Chairman Brown, Ranking Member
Toomey, Senator Rounds from my home State of South Dakota, and
Members of the Committee, for the opportunity to provide testi-
mony today.

As a lifetime of rural South Dakota, CEO of GROW South Da-
kota, and the president of the board of the National
NeighborWorks Association, I am very passionate about addressing
the needs of rural communities. One of the needs that I work to
address is housing.

Housing is the foundation of success for our rural communities
across the country. During the pandemic, housing became even
more sacred than ever before. Rural communities across our State
and country continue to express a variety of housing needs. How-
ever, rural and Native communities are both challenged to secure
flexible capital to meet those needs.

One source of flexible capital is NeighborWorks America, but the
need is much greater than what one organization can address
alone. Gap financing for home ownership is needed as the cost to
build is higher in rural areas. Along with that, there is a difference
between the appraised value and actual costs. Lumber and mate-
rial prices have also increased, further impacting this challenge.

This complicates addressing the current housing shortages.
Homes that are available may be in the higher price range or need
substantial renovation, and then when it comes to selling a home,
the number of appraisers available are very limited. Appraise and
construction internships may be part of the solution.

To further address home ownership rates on Native lands, a loss
mitigation pool should be considered. A capital pool that sets aside
funds to mitigate the risks that a lender may encounter would be
helpful.

Another solution to the housing challenges in rural America
would be to find accountable national entities in order to provide
capital to meet the unique needs of rural areas. This funding could
then be used to support mission-based lenders. Mission-based play
a critical role in reaching underserved markets. These organiza-
tions are the frontline servicers that already have established a
presence in rural communities. Mission lenders are not governed
by banking regulations and can provide financing where traditional
lenders cannot. Along with making capital accessible to under-
served populations, these organizations often pair loans with tech-
nical assistance to coach businesses or provide housing counseling
to prepare homebuyers.
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Homebuyers and rural businesses could both benefit from
changes in program regulations. For instance, the Community De-
velopment Financial Institution Fund provides access to lending
capital for both housing and business loans. One challenge of the
CDFI funding is the requirement of nonFederal match. Match is es-
pecially difficult to secure in rural markets that lack access to pri-
vate funding sources. We would recommend the CDFI Fund lift the
match requirement.

The USDA Rural Development Intermediary Relending Program
is also an excellent source of loan capital to relend to businesses.
This loan also has a non-Federal match requirement. Match funds
are currently restricted until the rural development loan is paid in
full. We recommend match funds are released pro rata with the
debt that is paid down to rural development. IRP funds should also
be considered for first mortgage lending.

The Small Business Administration Microloan Program assists
businesses needing financing in the amount of $50,000 or less and
provides for technical assistance. Currently, SBA has waived the
requirement on the percentage of preloan technical assistance
versus postloan. This is the type of flexibility that is needed to bet-
ter assist businesses seeking to startup or expand. This waiver
should be implemented permanently.

Consideration should also be given to simplify HOME funding
and the Department of Energy Weatherization Assistance Program
through regulation reform. These are greatly needed sources of cap-
ital for our housing needs, and with small regulation changes,
these funding sources could be much more efficient and effective.

In closing, I strongly support needed funding sources into hous-
ing and mission-based community lenders. Effective organizations
like those that are members of NeighborWorks America, the CDFI
Fund, and other accountable organizations should be allocated in-
creased funding. Let us build, rebuild, and address the lack of qual-
ity housing and access to capital. Investments like this are essen-
tial to revitalizing our rural economy. I urge you to make large-
scale investments to help our rural communities and economy grow
for decades to come.

Thank you for the opportunity to testify on the needs of the rural
communities.

Chairman BROWN. Thank you, Ms. Erickson.

Senator Ellis is recognized for 5 minutes. Welcome.

STATEMENT OF AFFIE ELLIS, WYOMING STATE SENATOR,
DISTRICT 8

Ms. ELLis. Good morning, Chairman Brown, Ranking Member
Toomey, and Members of the Committee. My name is Affie Ellis,
and I am State Senator from Wyoming. It is an honor to appear
before you today.

Wyoming is one of the largest land-based States, though we are
the least populated State in the country with fewer than 600,000
people. Though we are small, we are mighty in the sense that we
power America. Wyoming produces 14 times more energy than it
consumes, and it is the biggest net energy supplier among the
States. Wyoming has ranked first in the Nation for natural gas
production and second in oil production on Federal lands. In 2019,
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the oil and gas industry delivered $1.67 billion to State and local
governments in Wyoming, and it employed nearly 20,000 people.

I grew up in Wyoming, and I am thankful for all the opportuni-
ties it provided me. My parents are both Navajo, and they grew up
on the Navajo Reservation. They attended boarding schools where
my dad was taught to weld. When they graduated in the mid-
1950s, my dad found a job working as a welder in Jackson Hole,
and they started our family there. As the youngest of four kids, I
was the first in my family to attend college and eventually earned
my law degree.

I decided to run for the Wyoming Senate in 2016 to give back to
the State which has given me so much. At the time we could see
on our horizon a downturn in energy production, which would im-
pact almost all the services Wyoming provides to its citizenry. Wyo-
ming has among the most volatile year-over-year revenue collection
in the Nation, which has forced us to recognize boom years for
what they are and plan accordingly.

As a result, we have saved and we continue to save a significant
portion of the revenue derived from mineral production to offset
years when development is not as robust. We have worked to sup-
port our other top industries, which are tourism and agriculture,
and to develop new industries, particularly in the field of tech-
nology. Despite these efforts, there is no other sector that produces
the kind of revenue for Wyoming that energy provides.

With declines in energy production, Wyoming has cut its budget
significantly in the last several years, which has impacted things
like health care services, support for our seniors, and the develop-
mentally disabled. With continued assaults on domestic energy pro-
duction, we are now working to resolve a $300 million per year pro-
jected structural deficit in K—12 education. Wyoming leaders recog-
nize the precariousness of revenues derived from energy produc-
tion. We know we cannot control global markets, and we know we
cannot predict the price of oil. However, we have significant con-
cerns when leaders within our own country attack and undermine
our energy economy. Nearly half of the surface lands in Wyoming
are managed by the Federal Government. The Bureau of Land
Management, for example, has lands that significantly support oil
and gas leasing, including BLM lands that are intermixed with pri-
vate lands and State lands in what we refer to as “the checker-
board.”

Because Federal land management decisions impact the liveli-
hood of our citizens and the strength of our State so heavily, we
commissioned a study to understand the potential impacts of an oil
and gas lease moratorium and drilling ban on Federal lands. A link
to that study is included in my written testimony.

For Wyoming, the study found that “either a moratorium or an
outright drilling ban would constitute a significant shock to the
Wyoming economy, reducing tax revenues, income, and employ-
ment.” By the end of President Biden’s first term, a moratorium
would cause Wyoming to lose an average of 15,269 jobs annually,
lose cumulatively $8.3 billion in gross domestic product, $3.8 billion
in personal income, and $1.8 billion in State tax revenues. An out-
right ban would be even more devastating.
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You can imagine how we felt on January 20, 2021, when the U.S.
Department of the Interior called for an immediate 60-day suspen-
sion of new oil and gas leases and drilling permits on Federal
lands. I want you to think of your State’s number one priority. This
order is akin to banning rubber and plastic manufacturing in Ohio
or banning gaming in Nevada. The moratorium has been extended,
and our State is gravely concerned it will be extended indefinitely
or that an outright ban is soon to follow.

Accordingly, our Governor has filed a lawsuit which explains how
this halt on new oil and gas leases violates several existing Federal
laws, and it asks the court to require the Bureau of Land Manage-
ment to resume quarterly oil and gas lease sales.

Additionally, one of Wyoming’s two tribes expressed its opposi-
tion to the leading moratorium because, although Indian tribes
themselves are exempt from the moratorium, the adverse impact
on Wyoming also adversely impacts tribal members, who are also
citizens of our State. I hope we can reverse course.

As Wyoming continues to navigate its way out of these incredibly
challenging economic times, we appreciate your willingness to sup-
port policies that support economic recovery in rural places like
Wyoming. As the U.S. Senate considers not only what the Federal
Government should do, it should also discuss what the Federal
Government should not do. Wyoming needs you to understand how
Executive orders, signed with a stroke of a pen without congres-
sional approval, can literally devastate our State’s economy. We
want the freedom, stability, and support from our Federal leaders
to be able to invest in ourselves.

Thank you for this opportunity to provide written testimony. I
am happy to answer any questions.

Chairman BROWN. Thank you, Senator Ellis.

Ms. Sgamma is recognized for 5 minutes. Welcome to the Com-
mittee.

STATEMENT OF KATHLEEN SGAMMA, PRESIDENT, WESTERN
ENERGY ALLIANCE

Ms. SGAMMA. Thank you, Mr. Chairman, and thank you, Rank-
ing Member Toomey and Members of the Committee. I really ap-
preciate the opportunity to talk today about how the oil and nat-
ural gas industry is part of an economy that works for everyone
and invests in rural communities. I think Senator Toomey summed
it up well in that most of oil and natural gas development in this
country takes place in rural areas, so we are definitely a solution
in rural areas, and we invest billions of dollars in rural areas.

Western Energy Alliance represents about 200 companies en-
gaged in all aspects of environmentally responsible oil and natural
gas development in the Western States. Because we are in the
West where it is predominated by public lands, our members oper-
ate on public lands, and they are independents who are those small
businesses with an average of 14 employees. So we are definitely
those small businesses that some of the panelists talked about ear-
lier, investing in rural communities.

You know, our impact goes well beyond the States like Wyoming
and Pennsylvania where there is a lot of natural gas and oil devel-
opment. We provide $1.3 trillion in economic impact across the en-
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tire country, and we employ 10.3 million people, indirectly, directly,
and induce jobs that are supported by the wealth that we create
here in the United States.

We also invest in rural communities through our royalty returns
to individual royalty owners. I would like to highlight that indi-
vidual Native American royalty owners also receive billions of dol-
lars—are also part of those royalty owners that receive billions of
dollars every year. For example, Navajo Indian allottees receive—
about 21,000 Navajo allottees receive about $96 million in royalties
every year, and that is investment and sustenance of families that
otherwise are in a rural area that definitely suffers from unemploy-
ment and poverty. So we help sustain that community in the Four
Corners region of New Mexico, Colorado, Arizona, and Utah.

So we are proud of that investment, but as Senator Ellis men-
tioned, you know, when you look at some of the policies coming out
of the Biden administration and their impacts in rural commu-
nities, it is definitely at odds with the goals that we have heard ex-
pressed from other panelists today. The investment that would be
lost from the leading ban that President Biden announced within
a week of taking office would kill 32,000 jobs this year alone, and
most of those are in—well, all of those would be in eight States in
the West that provide 97 percent of Federal oil and natural gas
production. So that is very contrary to those goals of investing in
rural communities.

Likewise, the cancellation of the Keystone Pipeline immediately
killed 1,000 union jobs in Montana, Nebraska, and South Dakota.
And, you know, another 10,000 jobs will not be created from con-
tracts that the company would have moved forward with if they
were allowed to continue building the Keystone Pipeline. So that
is a total of 11,000 jobs that will not be created this year or actu-
ally killed, those 1,000 union jobs.

Likewise, the offshore ban, although I represent a landlocked re-
gion, we are talking about rural communities all across the coun-
try, and coastal communities on the Gulf of Mexico will see about
102,000 jobs killed if that leasing ban persists. So the job loss is
just contrary to the goals of this Committee.

I would also like to point out something that is often forgotten,
which is that oil and natural gas is about the sole source of funding
for conservation on public lands. The Land and Water Conservation
Fund is 100 percent sourced from offshore oil and natural gas. The
Great American Outdoors Act enabled about $1.9 billion a year to
go directly from oil and natural gas royalty revenue into national
parks conservation and infrastructure. So President Biden’s order
banning leasing on Federal lands puts at risk $2.8 billion every
year in conservation funding, with no other source of revenue to
support that.

So thank you very much for the opportunity to appear before you
today. I look forward to questions.

Chairman BROWN. Thank you, Ms. Sgamma.

The questioning will begin with Senator Tester. He has an Ap-
propriations Subcommittee he needs to chair, and he played a
major role with Laura and Tonya and others on my staff in putting
together this hearing. So, Senator Tester, you are recognized for 5
minutes.
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Senator TESTER. You are very kind, Mr. Chairman. I want to
thank you for that opportunity.

I have listened to most of the testimony, and I could tell you that
I am more than a little bit displeased at the politicization of this
hearing. I have been around since 1956. I have watched through
the 1960s, the 1970s, the 1980s, the 1990s, the 2000s, the teens as
rural America has dried up and continues to dry up. And the folks
who were testifying, the ones that I heard just lately, want to pin
this on energy.

Let me tell you what the biggest industry in Montana is. It is
agriculture—grain, pulse crops, cattle. And I have watched through
the 1960s, the 1970s, the 1980s, the 1990s, the aughts, and the
teens. Our markets get consolidated and consolidated and consoli-
dated. And, quite frankly, in the private sector, there is no cap-
italism when you go sell your grain or your cattle or your pulses
on the market, because you have four companies that control 80
percent of the food supply—not in the United States—in the world.
And we have watched schools like the one I graduated from go
from 160 kids in the 1970s to less than 50 kids today. And we are
just going to focus on energy.

I got news for you, folks. This is a hell of a lot bigger issue than
energy. This is about rural America that has been drying up for
decades, and there has been one person that I have heard talk
about what the real problem is, and it is consolidation. And, by the
way that consolidation occurs in energy also.

And so my question is for Stacy Mitchell, and that is, as I look
at my small town of now 500 people when it used to be 1,100 peo-
ple, where we used to have five grain elevators to buy our grain
and now we have none, can you tell me what the Federal Govern-
ment should be doing to encourage capitalism, to encourage com-
petition, to encourage the private sector to play by the rules and
not consolidate and beat the hell out of folks that are in production
agriculture.

Ms. MITcHELL. Thank you, Senator Tester, for that question. I
really appreciate your comment and very much agree with it. You
know, we are just—we do not have a market anymore. We do not
have markets. We have allowed a few big corporations to effectively
regulate our markets. We are being governed by private entities
when we go out into the marketplace, these giant corporation
things that are harming farmers, that are harming small busi-
nesses, pharmacies, grocers, and working people across the coun-
try. And what we need to do about that is resurrect our antitrust
laws. You know, we became really captivated by this idea begin-
ning in the 1970s and 1980s that bigger is better, and we turned
our antitrust laws on their head, and we effectively changed how
we interpret them and, thus, their enforcement. And the result is
that we have allowed a few companies to grow dominant across the
economy.

You know, I am really encouraged that there is growing atten-
tion to this problem and that we are in the process hopefully of
having legislation come through Congress to restore the vitality of
our antitrust laws and to break up some of the biggest concentra-
tions in the market, including Amazon. I think this is really critical
to restore what it means to live in an equitable society, to restore
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liberty, to restore democracy, and to really restore the power of
communities to direct their own future.

I think that is a lot of what is going on in rural America, cer-
tainly in my State of Maine, is this incredible sense of powerless-
ness that people have, because more and more we are beholden to
Wall Street banks, to giant corporations like Walmart who run our
lives and control our future.

Senator TESTER. I want to thank you for that, Stacy, for those
comments.

Marcia, I would like to get your perspective on this also.

Ms. EricksON. Thank you, Senator. I am from a five-generation
farm, and my two sons will be taking over our farming operation.
Ag is our primary economic driver in South Dakota. It really is. We
continue to have the population losses that you spoke to. I am from
a community of 100, and I just say please continue to invest in and
support our farmers. They need it. They are at the mercy of the
markets, and I thank you for bringing this to our attention.

Senator TESTER. Well, I want to thank you both for that com-
ment. I will tell you that Senator Rounds, your great Senator from
South Dakota, is concerned about this issue, too, and it is just
about what we can do about it to really get our arms around it be-
cause, quite frankly, if we do not have good old-fashioned cap-
italism in our marketplaces, then we are in trouble.

So I just want to thank the Chairman for allowing me to go first.
I appreciate it, because I do have conflicts. I owe you one, Sherrod.
Thank you.

Chairman BROWN. Thank you, Senator Tester.

Senator Toomey is recognized for 5 minutes.

Senator TOOMEY. Thank you, Mr. Chairman. And let me just fol-
low up with an observation. The consolidation that we have seen
in agriculture, that has happened all across the country. In my
State of Pennsylvania, which has been dominated by small family
owned farms, it is much more difficult to make ends meet. We have
a lot of dairy farms. In most years they lose money.

The truth of this whole situation that we have got to weigh and
think about is the reason this has happened is because more effi-
cient farming systems and approaches and companies deliver
lower-cost food for consumers. And that is going to mean that the
folks who have a hard time competing with that, those commu-
nities are going to be hurt. But how much more do we want to force
low-income people to have to pay for their food so that we can pre-
serve a status quo that we remember from decades ago? I think we
have got to be honest about the whole picture here.

Ms. Mitchell, you made, I thought, a very salient point about the
lack of community banks, the consolidation in banking, and it is
not just consolidation. It is an almost complete absence of new com-
munity banks. Up through 2007, it used to be very typical for the
FDIC to approve over 100 new charters for community banks,
which exclusively serve their community. They are aptly named. In
2007 itself, there were 190 applications that were approved. But
from 2009 through 2019, the average annual number of new com-
munity banks approved in this country was 5%z single digits.

Why is that? 1 will tell you a big part of the reason is because
we have a Fed that has engineered zero interest rates, and at the
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same time we have dramatically increased the regulatory require-
ments. The zero interest rates makes it very hard for a bank to
have any net income margin, and the added expense of compliance
with regulation has simply meant nobody can figure out how to
launch a community bank that can survive. Not nobody, but almost
nobody. And I think that is a real problem.

I want to get to a couple of—go back to energy because I know
that the Senator from Montana thinks this is a diversion, I guess,
but the fact is rural communities that are able to evolve and find
new industries, that is a part of the success of those areas, and
that has totally been the story in energy. And I am wondering if
Ms. Sgamma—you know, in Pennsylvania not only has it been hun-
dreds of thousands of jobs, but there has also been tremendous sav-
ings for consumers. Gas prices in Pennsylvania dropped 65 percent
when our rural communities started producing gas. And I guess my
question for you is: If the Biden administration continues this pol-
icy of banning new leases and maybe goes even further, what is the
impact going to be on rural communities for the cost of the energy
that they need?

Ms. ScaMMA. Well, that is absolutely correct. We have saved con-
sumers hundreds of billions of dollars over the last decade in lower
energy prices, both natural gas and oil. I do feel a little bit at-
tacked by Senator Tester. I mean, I am not here to represent agri-
culture. I think if the Committee wanted more agriculture rep-
resentatives, they could have. But the point is: Why kill other jobs
just because this—you know, I am not here representing agri-
culture, but certainly the Administration should not be attacking
energy jobs as a way to solve agriculture jobs. They both can be
mutually supportive.

Senator TOOMEY. Thank you.

Senator Ellis, one of the things I was wondering if you could
share with us is what will the impact be on Wyoming’s schools, and
including rural schools? Most of Wyoming, as you point out, is
rural. These schools, my understanding is they depend significantly
on royalties from oil and gas, and if this Administration’s ban on
new leases remains in effect, is that going to have a significant ad-
verse impact on the rural schools of Wyoming?

Ms. ErLis. Thank you, Senator Toomey. The answer is yes. You
know, Wyoming is very blessed in that we have an abundance of
natural resources, including robust minerals. And we have relied
on that mineral industry to provide for significant revenues in our
State’s budget. And so it is not just about severance taxes and ad
valorem. It really is a trickle-down of other industries, you know,
that supports local welders and other related businesses.

So when we see a tax on our energy economy, it really does hurt
rural America, because as we see students move out, then, you
know, declining enrollment. But as we look at declines in produc-
tion and the cost of, you know, things like the price of oil, we are
looking at a $300 million annual structural deficit out of a $1.5 bil-
lion statewide K—12 education budget.

We are working through those issues, and we are happy to do
that, knowing that our economy is very reliant on a volatile indus-
try that depends on commodity prices. However, when our Govern-
ment leaders start attacking our economy directly, that is where
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we have significant concerns. And I would echo Ms. Sgamma’s sen-
timent that, you know, I am happy to talk about some effects that
we have in our agricultural industry in Wyoming. It is important
for us to support our ag producers. We have large cattle ranching
opportunities. Our State legislature often has tried to take aggres-
sive stands to provide more opportunities for our ag producers in
kind of breaking up some of that consolidation that was mentioned.
However, when we look at our forecast for the future, it really de-
pends on our energy economy for how we are going to fund all of
our essential services.

Senator TOOMEY. Thanks very much.

Thank you, Mr. Chairman.

Chairman BROWN. Thank you, Senator Toomey.

Ms. Mitchell, let me start with you. I understand that you have
a degree in labor history. We have seen the links that corporations
like Amazon will go to stop its workers from organizing a union
and gaining power on the job over wages and benefits and sched-
uling. We all witnessed how Amazon unleashed all its power to
fight its own Alabama workers, the people who make its company
successful.

How can supporting workers and strengthening unions improve
local rural economies and communities?

Ms. MITCHELL. Thank you, Senator, for that question. You know,
I think it is important to note Amazon just incredibly dominates
just a core infrastructure of our economy. They capture two-thirds
of online shopping traffic. They are a major provider of web serv-
ices. They increasingly dominate the logistics industry, and the list
goes on and on and on.

Amazon attained this level of dominance in large part by exploit-
ing shifts in public policy. They exploited tax advantages that were
not available to their competitors. They exploited lax labor laws.
And they exploited the weakening of our antitrust laws to engage
in tactics like predatory pricing to seize market power and to push
other companies out of business.

You know, I think we are fooling ourselves if we imagine that
people can organize against Amazon’s incredible market power and
succeed if democratic Government is not doing its job to attack that
power directly. In the 1940s, 1950s, 1960s, when we had the high-
est rates of unionization, when we had the broadest prosperity and
the gap between working people and the wealthy was shrinking, in
that period we not only had strong labor laws, but the Federal Gov-
ernment was aggressive in its antimonopoly policies. Companies
like A&P, we broke them up. We prevented them from engaging in
abusive market practices, and that is what opened the way for
working people to actually be able to unionize those companies.

And so I think it is really critical we think about how these
things work together, and it would be—you know, breaking up
Amazon’s power, restoring the rights of unions and small busi-
nesses to thrive in this country would be one of the best things we
can do for rural America.

Chairman BROWN. Thank you, Ms. Mitchell.

Mr. Bynum, a couple years ago, Hope Credit Union reported that
almost all of its mortgage loans were to first-time homebuyers and
people of color in the Deep South. Two questions. Why do you think
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so many families of color cannot get a mortgage from other lend-
ers? And what should Congress and the Biden administration do
to close the racial home ownership gap and allow more families of
all backgrounds to join the middle class?

Mr. BYyNUM. Thank you, Mr. Chairman. We have seen that bar-
riers in our region include encountering banks that do not have the
products or service or interest to serve low-income people and peo-
ple of color. High levels of discrimination exist at every stage. As
I mentioned earlier, for example, in Mississippi, a Black family
making $150,000 a year is more likely to be denied a mortgage
than a White family making $50,000 a year. These are data re-
ported by the Mississippi Housing Finance Authority to the Federal
Government.

It is clear that systemic discrimination in our banking system
needs to be addressed. The Community Reinvestment Act is one
way to do that. I am encouraged by some of the movement that the
Federal Reserve Bank has taken to mitigate the devastating rules
put in place by the OCC, and hopefully that will improve condi-
tions. But as importantly is preserving home ownership among
families of color who already have it.

The Treasury Department’s Homeownership Assistance Fund is
a critical way to reach those families that have been affected by the
pandemic. For example, we saw after Hurricane Katrina a housing
crisis, and we are seeing it again during COVID, those families
who are most vulnerable or at risk of losing their primary asset.
Fannie Mae and Freddie Mac also need to do more to support home
ownership, if not through the banks then for CDFIs like HOPE and
other credit unions that are closing the gaps that traditional banks
will not and have not served.

Chairman BROWN. Thank you, Mr. Bynum.

Ms. Erickson, and be brief, if you can. As you said, rural commu-
nities like other communities in this country have a lack of safe,
affordable housing options for both renters and homeowners. What
do we need to do to preserve the homes we have to make sure that
low-income families can afford them?

Ms. ERICKSON. Thank you, Senator. There are a number of
things that we need to do in the rural economy to preserve our
housing stock, and some of that starts with regulation reforms in
some of our programs that are currently out there working. They
are great programs; they just need some amendments. Thank you.

Chairman BROWN. Thank you very much. That really was brief.
Thank you.

Senator Rounds from South Dakota, Ms. Erickson’s home State,
is recognized for 5 minutes.

Senator ROUNDS. Thank you, Mr. Chairman.

Let me just begin, and I want to in particular thank all the wit-
nesses for participating in today’s hearing, and I want to thank you
in particular, Marcia, Marcia Erickson from GROW South Dakota,
for representing our State before the Committee today.

Marcia, in your written testimony, you talk about the number of
challenges that you have seen in the housing sector. Can you tell
us to what extent these challenges have been exacerbated by
COVID-19?
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Ms. ERiCKSON. Thank you, Senator. Yes, COVID-19 has really
brought to light how important housing is for rural America. There
is overcrowding many times and substandard housing on Native
American lands, and they were having difficulty social distancing
during that time, because often they are living in the same house-
holds. So we need additional housing for our Native lands and for
our rural communities because things like COVID just make these
problems more difficult to deal with.

Senator ROUNDS. Yes, that is kind of a good lead-in because it
is exactly the—I guess my next series of questions would have to
do with housing in particular, and there was recently an article in
the Wall Street Journal just this last week that found that the U.S.
housing market is nearly 4 million homes short of the current
buyer demand. This significant deficit is making it especially chal-
lenging for first-time buyers to gain access to home ownership.
Among the reasons for the gap the article cited, it cited shortages
of labor, materials, and suitable land.

Can you speak to some of the specific reasons for housing short-
ages in South Dakota and rural America more broadly? And I am
thinking in particular, you know, when we talk about Native Amer-
ican reservations and so forth, we see real shortages there. And
you talked about COVID-19 and about the impact and what it
really focused on. We have got lots of homes in rural South Dakota
on Native lands that basically will have two, three, four different
generations or members of different families living together be-
cause of the shortages there. And yet reservations not only because
they are on trust land, which makes it more difficult for many
lenders to be able to get an appropriate mortgage, because they are
not used to dealing with trust land issues, but also because so
many of those areas are poverty-stricken, but there are other
issues as well in terms of those rural and Native American loca-
tions.

Can you talk a little bit—because you are right in the middle of
it. Can you talk a little bit about the challenges that are there?

Ms. ERICKSON. Yes, there are many barriers to creating afford-
able housing in rural communities and Native lands. Lack of con-
tractors is one of them, the cost of development, and many of the
homes that are there need substantial renovations. There is a gen-
eral lack of lots to build. Those are just some of the barriers.

Other barriers on Native lands are the HUD Section 184, for ex-
ample. I have not worked directly with that, but in order for our
Native members to get home ownership, this is a great tool. How-
ever, I understand the guidelines from the program have been lag-
ging for years behind the rest of the industry, and I have heard
from experts in industry that say it is actually harder for Native
Americans to get a loan through that program than other pro-
grams. So there are opportunities for those guidelines to be revised
or maybe removed.

One thing that was pointed out was the environmental review
process, and currently there are two environmental reviews done
for a tribal member to get a loan. First, the BIA does an approval
of the Environmental Assessment during the recording of the lease,
and then it is my understanding that HUD requires another one
after that.
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One way to address some of the housing shortages and needs is
to invest in community development financial institutions, commu-
nity action programs, CDFIs, members of other entities across the
U.S. that work daily, day in and day out, to address the dire needs.
There are so many. Every community has needs. It is just how do
we address them best and to the greatest extent. Thank you.

Senator ROUNDS. Thank you.

Mr. Chairman, I really appreciate Marcia participating, and be-
fore I wrap up, I just have to take a moment to respond to Ms.
Mitchell’s remarks about the large financial institutions. Her com-
ments about mega banks leaving rural America really could not be
further from the truth, at least with regard to South Dakota. Two
of the eight U.S. G—SIBs are chartered in my State and are among
South Dakota’s largest private employers. Another, JPMorgan, of-
fers credit cards to one in eight South Dakotans, and a fourth, BNY
Mellon, provides treasury services to our State government and
helps local jurisdictions in South Dakota access their bond mar-
kets.

A full and a quick rollout of the PPP would not have been as suc-
cessful in our State without the back-end work that these same in-
stitutions undertook. So, look, I just want to say those banks really
have provided services, and for those of us in South Dakota, we
have appreciated what they have brought in. All of those different
tools cannot all be done by just the smaller banks. Larger banks
also have tools that are available and that do help us in our rural
communities as well.

Thanks, Mr. Chairman.

Chairman BROWN. Thank you.

Senator Van Hollen is recognized for 5 minutes.

Senator VAN HOLLEN. Thank you, Mr. Chairman, and thank you
to all the witnesses.

Mr. Chairman, thank you for mentioning in your opening com-
ments the importance of 100 percent broadband connectivity in our
country, and this, of course, is an important issue to all parts of
our States and country, but is very important in rural areas. The
pandemic has shone a harsh light on the digital divide. I remember
even before the pandemic I had introduced a bill to close what we
called the “homework gap,” kids who could not access the internet
to do their homework. That has become a full-blown learning gap,
and I was very pleased to see that the American Jobs Plan pro-
posed by President Biden allocates $100 billion to make sure we
have 100 percent connectivity in our country, making small busi-
nesses in rural areas better able to compete to connect our students
and to help connect more people with banking services. And I
would also point out that in rural areas we have twice the rate of
households being unbanked than in suburban areas.

Mr. Bynum, you have spoken about how many small businesses
without financing fall prey to predatory lending institutions and
payday lenders, and you have spoken about how CDFIs are so im-
portant in these communities to help provide some access to cap-
ital. As you know—and you mentioned this in your testimony—the
Treasury’s $9 billion Emergency Capital Investment Program flow-
ing from the December legislation is being set up. What are some
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of the things you think we should keep an eye on and need to hap-
pen to make sure those funds get to where they are most needed?

Mr. BYNUM. Thank you, Senator. I appreciate your question. The
Congress has made historic levels of investment in CDFIs in your
recent actions, but it is critical that we do not repeat some of the
mistakes that have actually resulted in a widening of opportunity
gaps in areas. As I mentioned in my testimony earlier, CDFIs play
a critical role, but all CDFIs are not the same, just as any organi-
zation types have differences.

CDFIs banks in Mississippi proliferated after TARP. Many got
resources that stabilized their balance sheets. Some of them do
great work. But the mortgage lending by CDFI banks in Mis-
sissippi to Black homeowners is a lower rate than non-CDFI banks
in Mississippi, by all mortgage lenders in Mississippi, so you can-
not have Federal resources widening the gap, and that is a terrible
unintended consequence. So the $9 billion in the Emergency Cap-
ital Improvement Program should prioritize institutions that have
a track record of lending to communities and people who need it
most. That is absolutely essential. We should incentivize deep in-
vestments in places that have the highest levels of need.

Senator VAN HOLLEN. I appreciate your flagging those issues as
we work on the implementation of that program.

I also saw what I think is an important article that you wrote
back in November of last year called, “The Wolf Is Back at the
Door”, you know, and it goes to the issue of predatory lending. You
pointed out that, “In Arkansas, the wolf is back at the door, this
time wearing sheep’s clothing.” A Federal regulatory rule finalized
on October 27th of last year “undermines our State’s constitutional
provisions against usurious interest and once again makes thou-
sands of our neighbors vulnerable to predatory payday” lending.
This is a rule that has a nice-sounding name, like a lot of these,
the true lender rule. But I agree with you, this just opens the door
for more predatory lending, and Congress is going to be looking
into this. I hope we will roll back the rule.

Can you speak to that and the dangers of that rule?

Mr. BYyNUM. Absolutely. OCC finalized the rule essentially on
rent-a-banks, and rent-a-banks—the OCC’s rule must be nullified.
We have seen the devastation of how high-cost loans cost people in
our region and undermine some of the strongest protections in the
country. Arkansas’ 17 percent rate cap should eliminate this, but
these rent-a-banks, these many fintech lenders, find a loophole. We
have seen members experience how these loans are piling on top
of existing credit loans, and they are struggling to repay. So it is
critical that these rent-a-bank lenders and the rules be nullified.
They do not make a real assessment of a borrower’s ability to pay.

Senator VAN HOLLEN. Thank you.

Thank you, Mr. Chairman.

Chairman BROWN. Thank you, Senator Van Hollen. Next week,
as you know, we are doing a hearing on the rules that you brought
up, so thank you for that.

Senator Tillis from North Carolina is recognized for 5 minutes.

Senator TILLIS. Thank you, Mr. Chairman, and thank you to all
of the witnesses for being here.
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You know, we consistently hear energy-producing rural areas
need to diversify and find other industries to support their econo-
mies, and I think a lot of policymakers use this to brush off the
criticism of the decisions that have gutted economic opportunities
for rural areas.

How can you, on the one hand, be expected to diversify in the
rural areas? It is largely agriculture and for many States like Sen-
ator Toomey mentioned, Pennsylvania, where energy opportunities
there, natural gas, are great opportunities that are being shut
down. So, Senator Ellis, I was kind of curious if you could speak
to the challenges Wyoming has faced with these policies that seem
to be incongruent—on the one hand, diversify; on the other hand,
take out all the opportunities that you may have to do just that.

Ms. EvLis. Thank you, Mr. Chairman and Senator Tillis. In my
testimony, I go to some great lengths to talk a little bit about how
Wyoming in recent years has worked to diversify its tech economy.
Certainly living in a rural area, we have had to think outside the
box in how we deliver some of our services, and I think COVID-
19 has really kind of amplified our ability to look at how we deliver
education remotely, utilizing telehealth better and just kind of
digging deeper in some of those areas.

Over the last several years, we have invested significantly in try-
ing to expand the number of data centers that we have in our
State, making sure our kids are being exposed to computer science
at all grade levels. And so some of this does take time. But at the
end of the day, no matter what we do, you know, I think we do
need to realize that we play to our strengths, and our greatest
strength when it comes to revenue production and job production
is through energy.

In addition to the traditional forms of revenue generation of sev-
erance tax, ad valorem tax, whenever we look at sales tax, for ex-
ample, the cost of energy companies when they buy that kind of
equipment in our State certainly is a contributor to things like
sales tax. Assaults on our domestic energy production in Wyoming,
it hits us in a lot of different levels, and so, you know, we are
happy to continue to diversify our economy. You know, tourism is
our second largest industry, and we welcome people to come to Wy-
oming. But at the end of the day, energy is our strongest strength,
and we are proud to power America. And, you know, how these
things weave together, I think it is also important to recognize that
as our technology needs grow, every picture you take, every video
you record that is sent up to a cloud requires that information and
data to be housed in a data center. And so we do need to kind of
have a better understanding of just our carbon footprint and our
energy demands as technology becomes more prevalent in our soci-
ety.

Senator TILLIS. Thank you, Senator Ellis.

Ms. Sgamma, you have spoken about the lost economic oppor-
tunity related to the pause, President Biden’s pause on the XL
Pipeline and Federal leasing. We had something similar occur in
North Carolina. We are not extracting energy, but we were going
to be a host to the Atlantic Coast Pipeline that was going to create
17,000 construction jobs and about 22,000 ongoing in operations.
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This happens to be—it was mapped through some of our most
challenged areas, both in terms of just job growth, but also for an
agriculture community that could greatly reduce its energy cost if
they had access to natural gas.

So in your experience, you frequently see jobs like the often-
promised energy jobs, green energy jobs materialize when projects
like the Atlantic Coast Pipeline and the XL Pipeline are canceled?
Do you see them make up, that they net out?

Ms. SGaMMA. Thank you, Senator. It points to the fact that they
are not mutually exclusive. The fact that there are wind and solar
jobs today does not mean that if we Kkill oil and natural gas devel-
opment we create more wind and solar jobs. In fact, when we kill
oil and natural gas production here in the United States, we send
it overseas. So we are sending those jobs overseas, but we are not
replacing that energy because over 70 percent of our energy comes
from oil and natural gas.

So until there is an alternative that does everything that oil and
natural gas do, all we do is ship those jobs overseas. So it is much
better to have those jobs, create those jobs in rural areas. And I
like the way you put that about the arrogance of telling rural areas
to diversify their economies. It is like telling Northern Virginia and
the D.C. area to diversify its economy away from the Federal Gov-
ernment. If you are in Rio Blanco, northwestern Colorado, an ex-
tremely rural area, you have got 75 percent of Federal lands and
85 percent of your revenue comes from oil and natural gas develop-
ment. Do not take away their economic base and make that rural
community disadvantaged.

So I appreciate your framing that question that way.

Senator TILLIS. Well, thank you, and, you know, I for one think
that there is a place for solar and renewable. I supported a renew-
able portfolio standard when I was Speaker of the House. We bene-
fited famously from that. But this all-or-nothing approach I think
is dangerous, and if we really are having this hearing to focus on
what we can do for rural communities, we need to stop handcuffing
them on the great opportunities that they already have and that
they were benefiting from.

Thank you, Mr. Chair.

Chairman BROWN. Thank you, Senator Tillis.

Senator Smith from Minnesota is recognized for 5 minutes.

Senator SMITH. Thank you, Mr. Chair.

Mr. Chair, I would like to take a moment to acknowledge the
passing of Walter Mondale, a dear friend whom we lost yesterday.
Fritz Mondale exemplified decency and strength and compassion in
his six decades in public life. His memoir was entitled, “The Good
Fight: A Life in Liberal Politics”, and really that title captures who
he was. And here in the Banking Committee, I want to just take
a moment to recognize his leadership as a young Senator who
helped to pass the Fair Housing Act.

So the Fair Housing Act prohibits discrimination around the sale
or rental or financing of housing on the basis of race, religion, na-
tional origin, or sex. And back in the 1960s, even though the Su-
preme Court decisions had declared housing discrimination uncon-
stitutional, the historic impacts of housing discrimination were
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rampant in segregated neighborhoods and the lack of access to
home ownership and financing for Black families.

In fact, Black and Hispanic servicemembers were returning from
risking their lives in Vietnam in the 1960s and then struggling to
buy a home, and their return really laid bare these deep and sys-
tems inequities.

So Mondale, who had only been in the Senate a few years and
was a member of the Banking, Housing Committee, went about the
work with other Senators of righting this wrong. And on April 4th,
the day of the Senate vote, Dr. Martin Luther King was shot and
killed in Memphis, Tennessee. This tragedy galvanized members of
both parties to come together to pass this historic legislation, which
Lyndon Johnson signed into law.

Now, I know from my many conversations with Mr. Mondale that
this was one of his proudest accomplishments in the Senate. And
I also know that he reminded us that the tenets of the Fair Hous-
ing Act have never been fully enforced, leaving us all to keep up
the fight and to fulfill the promise of his landmark legislation. So
thank you, Mr. Chair, for giving me a moment to appreciate our
friend, Vice President Walter Mondale.

I also really appreciate this hearing. This testimony is showing
us both the challenges as well as the assets that we find in small
towns and rural areas. This is certainly true in Minnesota and all
across this country. You know, I have seen in small-town Min-
nesota the incredible innovation and community spirit and collabo-
ration and kind of “let us just figure it out” mentality in so many
communities, like Luverne and Bemidji and New London and all
the rural spaces in between those communities. And I have also
seen in these communities—and I have seen families that have
struggled with chronic racism and disinvestments in housing and
broadband and so many other issues.

Ms. Mitchell, I really appreciate so much how you laid out these
challenges in rural communities. So I just have a minute, a couple
of minutes, but I want to focus in a little bit on this question of
access to financing and capital, focus the value of community-based
organizations, community banks, credit unions, CDFIs.

You know, my grandmother was the president of a small commu-
nity bank in northern Indiana, so she was born in 1898, and I saw
through her eyes the power of having local institutions who know
their customers provide the services to those customers because
they know them and they trust them. And I am sorry to say that
that bank no longer exists. It has been gobbled up by another big
bank.

So, Ms. Mitchell, is this consolidation that we have been talking
about today, is this consolidation just sort of the natural result of
economies of scale? Or is there something else going on here? And
what is the impact of this consolidation on access to capital and
credit and financing in small communities?

Ms. MiTcHELL. Thank you so much for that question, and my or-
ganization has our headquarters in Minnesota, in Minneapolis, and
so I just wanted to acknowledge the connection. And I also really
appreciate the story about your grandmother and want to learn
more about that bank and her life.
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You know, this consolidation is not a result of simply market
forces. You know, we know that community banks charge lower
fees than big banks, that they in many measures operate more effi-
ciently, and they also just do a better job of making the kinds of
productive loans that we need.

Community banks are able to access—and by “community
banks,” I also mean credit unions and CDFIs. They are able to ac-
cess this rich trove of soft information. They get to know their bor-
rowers. They get to know their communities. And what that en-
ables them to do is to make a much broader range of loans to small
businesses and do so successfully.

The structural problem with those banks is that they just do not
have eyes on the ground, and they are not able really to take ad-
vantage of that kind of soft information at their scale, and so they
are just not as successful at making small business loans, and they
shy away from it. So we really need to tackle that directly.

I know that we are coming to the end of the time, but just to say
that consolidation of banking is, a lot of research shows, the direct
result of changes that we made to our banking policies in the
1990s. We really tipped the scales in favor of the big banks, and
we undermined the local institutions.

Senator SMITH. Thank you so much.

Senator TOOMEY [presiding]. So my understanding is the Chair-
man had to step out, and he has asked me to moderate this. So
next I think we have Senator Hagerty.

Senator HAGERTY. Thank you, Ranking Member Toomey. I ap-
preciate your holding this important meeting today, and I am sorry
the Chairman is not here, but I wanted to thank him for men-
tioning his own Perry County, because we have a Perry County in
Tennessee, and Perry County is exemplary of rural life in Ten-
nessee, the finest that Tennessee has to offer. And it is our rural
counties that have suffered tremendously through this pandemic.

You know, rural communities like Lobelville, which is the county
seat of Perry County, are really, again, the lifeblood of America and
the essence of Tennessee. And as they have suffered through this
pandemic, I am very pleased that we are looking at ways to help
our rural communities navigate this. That means supporting im-
portant efforts like rural broadband, like rural workforce develop-
ment, supporting our community banks, our farm credit institu-
tions, and other rural lenders who, in fact, did a tremendous job
in Tennessee administering the PPP program to help our rural
communities and our rural small businesses navigate their way
through the economic shutdown that was associated with the pan-
demic. It also means avoiding one-size-fits-all policies that have
harmed our [audio disruption] burdened job creators at a time
when we can least afford to do it.

This hearing is also a great opportunity to encourage our bank
regulators to continue to work together to expeditiously modernize
and improve outdated Community Reinvestment Act provisions.
They have also got to promote market stability, increase trans-
parency, and ultimately enhance our banks’ ability to help under-
served areas in a safe and sound manner. And this Congress and
the Administration should continue the great work of the last Con-
gress and Administration to focus on underserved communities,
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from designating opportunity zones, that has spurred private sector
investment, that has spurred job creation, that have really created
self-sufficiency in economically distressed communities, to maxi-
mizing access to the Payroll Protection Program, to help our small
businesses and rural communities navigate the economic shut-
down, again, that accompanied this pandemic.

I would like to ask my first question of Mr. Bynum, please. Mr.
Bynum, thank you for your testimony, and thank you for your work
to advance economic opportunity in rural areas. I know that since
1994 HOPE has generated more than $2 billion of financing that
has benefited some 1.7 million people in States like Alabama, Ar-
kansas, Louisiana, Mississippi, and, of course, my home State of
Tennessee. I want to thank you, and I look forward to continuing
to working together with you in your efforts.

I want to thank you for your unprecedented effort in this public-
private partnership.

What I would like to do is ask you, in addition to quickly deploy-
ing the Emergency Capital Investment Program’s funding into
CDFIs, what more can the Treasury Department and its CDIF Pro-
gram do to support rural areas?

Mr. BynuMm. Thank you, Senator, and I appreciate the question.
CDFIs are uniquely effective because they are closest to the
ground. They are financial first responders in so many commu-
nities that are disproportionately on the outside of the economy.
Even with community banks that do a good job, CDFIs are uber-
focused on closing gaps in historically underserved communities,
such as rural small towns like the one you reference.

Through the PPP program, we saw that CDFIs in Louisiana
made seven times more loans to businesses below $150,000 than
the largest banks, five largest banks in the country combined. So
that illustrates the unique power and focus of CDFIs.

So, again, targeting the precious and rare resources that Con-
gress has allocated CDFIs to institutions that have a track record
of serving those underserved rural communities, Native commu-
nities, communities of color, low-income mom-and-pop businesses is
vital. It is also critical that CDFIs be equipped to access home own-
ership assistance programs. One of the speakers mentioned
NeighborWorks America. They provide critical downpayment as-
sistance that helps close the gaps.

We bring in resources from the Wall Street banks and target
them to the communities that do not have access to those banks,
where banks closed in record numbers after the financial crisis.
Without CDFIs, rural communities will continue to be on the out-
side looking in.

Senator HAGERTY. Thank you for your great work, Mr. Bynum,
and thank you, Ranking Member Toomey.

Senator TOOMEY. Thank you, Senator Hagerty.

Senator Ossoff.

[No response.]

Senator TOOMEY. Is Senator Ossoff with us?

[No response.]

Senator TOOMEY. If not, Senator Lummis.

[No response.]

Senator TOOMEY. OK. Senator Cramer.
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[No response.]

Senator TOOMEY. Senator Daines?

[No response.]

Senator TOOMEY. Is there any Senator who is present and has
not yet had a chance to ask questions?

[No response.]

Senator TOOMEY. OK. In that case, Cameron, do you happen to
know whether the Chairman is expected to be back momentarily,
or are we basically finished here?

Mr. RICKER. It sounds like he is finishing up, but Senator Lum-
mis just signed on.

Senator TOOMEY. OK, terrific. Senator Lummis, if you can hear
me, you are recognized.

We can see you, Senator Lummis. You are recognized.

Senator LummiIs. Thank you, Senator Toomey. Can you hear me?
We are having some difficulties here.

Senator TOOMEY. We can see and hear you.

Senator Lummis. Thank you so much. I appreciate this oppor-
tunity, and I particularly want to thank State Senator Affie Ellis
for joining us today from Wyoming. She is deeply involved in these
issues, and the fact that she is willing to provide testimony today
is deeply appreciated, as are our other Western witnesses, because
the West experiences so many of the issues that are the subject of
this hearing today.

So my first question is for Senator Ellis. What percentage of nat-
ural gas and oil development comes from Federal lands in Wyo-
ming?

Ms. ELLis. Mr. Chairman, Senator Lummis, I believe that about
90-plus percent from Federal lands’ natural gas, that is the origin,
and then more than half, 50 percent of oil.

Senator LuMMIS. And I am so glad that you had those numbers
at the ready because I do not think people understand how signifi-
cant mineral production is on Federal lands in Wyoming. So when
there is a moratorium or a prohibition on producing minerals on
Federal land in Wyoming, that essentially removes 90 percent of
our production. And since we are the largest exporter, net exporter
of energy in the Nation, it puts a tremendous burden on our edu-
cation system, because such an important component of education
funding in Wyoming comes from oil, gas, and coal development on
Federal lands.

So, again, Senator Ellis, according to the Wyoming Department
of Education, how much did the oil and gas industry contribute to
Wyoming K-12 education in 2019?

Ms. ELLis. Mr. Chairman, Mr. Ranking Member, and Senator
Lummis, thank you. In 2019, the oil and gas industry delivered
$1.67 billion to State and local governments. Of that, approxi-
mately $740 million went to our K-12 budget. As I mentioned in
my written testimony, that is about half of our entire expenditure
for K-12 education alone. We have about 90,000 students in Wyo-
ming, and we finance our education system well. But it is more ex-
pensive to educate kids in rural areas. You know, if you look at our
larger cities, places like Cheyenne, we do see some efficiencies of
economy. But when it comes to rural areas, there is no other sub-
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stitute, so those dollars are critical for supporting rural America
through our rural schools.

Senator LuMMIs. Well, thank you. And as you know, the oil and
gas industries can move. They can go to the Permian Basin where
it is private land, and the only one that gets hurt is the State of
Wyoming and our school kids. It does not hurt the oil and gas com-
panies. It does not stop them from producing oil and gas. It only
hurts Wyoming and the people who live there.

Mr. Chairman, I ask unanimous consent that a letter to Presi-
dent Biden from Wyoming Superintendent of Public Instruction
Jillian Balow regarding the fiscal impact on Wyoming students and
schools be entered into the hearing record.

Chairman BROWN [presiding]. Without objection, so ordered.

Senator LuMmMIS. Thank you, Mr. Chairman.

Senator Ellis, how difficult has it been for the Wyoming Legisla-
ture to adequately fund education over the last decade?

Ms. ELLIS. Funding education remains probably the biggest chal-
lenge that I am working on our horizon. As I mentioned, we have
a $1.5 billion annual budget for K-12 operations, and we are look-
ing at a $300 million structural deficit. You know, certainly the
Federal Government has passed things like the American Recovery
Plan Act. We have received that funding, but a lot of that comes
with some strings. So, unfortunately, as we have been studying
that issue and how to allocate that to our school districts to main-
tain equity and maintain our effort, you know, I think at the end
of the day my biggest concern is that we are going to see our cliff
actually grow because we are really limited in our ability to rein
in some of the spending on K-12 education.

So we are looking at that act and trying to understand some of
those challenges that are there, but that is the number one issue
that I have been working on and that many of my colleagues are
focused on going forward.

Senator LuMMIS. And how much of the State’s tax revenue, in-
cluding education funding, is projected to be lost from President
Biden’s moratorium?

Ms. ELLIS. So the Wyoming Legislature is very concerned about
any moratoriums or drilling bans that affect our Federal lands.
Several years ago, we appropriated some dollars to commission a
study. The University of Wyoming was selected, and a UW econo-
mist produced a report in December of 2020. The report statistics
were sobering. Over the next 4 years, it looks like Wyoming will
lose about $1.8 billion with the moratorium on new drilling leases,
lease activity. A full ban would be even more devastating. And to
put that, again, in perspective, our annual operations for just the
general fund of our government is $1.3 billion. This removal would
really take out an entire year of us being able to fund our State
government operations and more if the moratorium were to con-
tinue indefinitely or if more dramatic steps occur in the future
which would ban drilling on Federal lands outright.

Senator LumMIs. I have so many more questions, Senator Ellis,
but, unfortunately, my time is up. Thank you so much for your tes-
timony.

Mr. Chairman, I yield back.

Chairman BROWN. Thank you, Senator Lummis.
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Senator Ossoff from Georgia is recognized for 5 minutes.

Senator OSSOFF. Thank you, Mr. Chairman. And thank you to
our diagnosis panelists for this opportunity to discuss issues of par-
ticular concern to rural Georgians, particularly as we debate this
upcoming infrastructure initiative.

Mr. Bynum, thank you for your work at HOPE. You note in your
testimony that in the Deep South “this longstanding trend of dis-
investment, racial and economic inequality, and then a pandemic
and economic downturn mean that rural communities continue to
lose funding, resources, population, and hospitals.” And I want to
highlight in particular the closure of rural hospitals. We have lost
nine rural hospitals in the last 10 years in the State of Georgia.

For example, Southwest Georgia Regional Hospital in Cuthbert,
Georgia, closed last October in the middle of a pandemic, and it
served a patient population that was largely uninsured or under-
insured, and the people of Cuthbert and the surrounding areas now
have to drive an hour and a half or 2 hours just to get to an emer-
gency room.

The State of Georgia has also refused to expand Medicaid, al-
though I and many hope that State leaders will now move to ex-
pand Medicaid since Senator Reverend Warnock and I secured $2
billion in incentives in the recent American Rescue Plan.

Mr. Bynum, can you please discuss the importance of hospitals
like Southwest Georgia Regional Hospital in Cuthbert to rural com-
munities and Medicaid expansion?

Mr. BynuM. Thank you, Senator Ossoff. Absolutely. Rural Geor-
gia has a great deal in common with rural Alabama, Louisiana,
and Mississippi. HOPE has financed rural health centers and hos-
pitals in persistent-poverty counties such as the county where
Cuthbert is located, and so we are familiar with the importance
and challenges.

These hospitals are critical sources of jobs and health, as we
have seen during the pandemic, and you do not find traditional
banks running to these projects, largely in part due to their de-
pendence on Federal support, because so many low-income patients
who are underinsured, again, in the absence of Medicaid expansion.
So the only way we would have been able to finance these hospitals
is because of access to CDFI resources like the New Market Tax
Credit Program, which is hard to come by, particularly in per-
sistent-poverty areas. Our analysis shows that only 5 percent of
new market tax credit allocations have gone to rural persistent-
poverty counties from 2003 to 2017. So there is significant access
to resource gaps that limit opportunity and limit these rural com-
munities from getting access to these critical lifesaving resources.

Senator OSSOFF. Thank you, Mr. Bynum, and I would like to dis-
cuss as well the importance of rural broadband internet access as
we build this interference bill. Georgia’s Department of Community
Affairs has reported that approximately 70 percent of the locations
lacking high-speed internet access are in rural Georgia. There is
particular need in the rural areas around Augusta and in rural
areas of south Georgia south of Savannah and around Valdosta, for
example. Can you please discuss the economic impact and the im-
portance of expanding rural broadband internet access particularly
in south Georgia and rural Georgia?
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Mr. BYNUM. Certainly, and, again, it is very similar conditions as
we find across the rest of the Deep South. It will be critical for the
Administration to connect infrastructure resources with CDFIs who
make sure that those funds reach the most vulnerable areas. As we
have seen during the pandemic, the lack of broadband has limited
access to educational opportunities for low-income and rural com-
munities. Telehealth is limited because of the lack of access to
rural broadband. We cannot provide adequate mobile banking serv-
ices in the absence of adequate broadband infrastructure.

So to get these needs to the communities that are so vitally un-
derserved without being subject to the whims of Southern State
policymakers that have unfortunately a deplorable track record of
directing resources to the most vulnerable communities, particu-
larly communities of color, it is critical that resources be directed—
be refunneled directly to grass-roots, on-the-ground organizations
such as community development financial institutions.

Senator OSsOFF. Thank you, Mr. Bynum.

With my brief remaining time, rural transit, the Chairman has
admirably focused us on the importance of rural transit in the up-
coming infrastructure bill. Could you just comment on the impor-
tance of rural transit to expand economic opportunity and access
to basic services, particularly in communities like the
Chattahoochie River Valley of west Georgia, which you know well,
in and around surrounding Muscogee County along the Alabama
line. How can investment in rural transit improve quality of life in
the Chattahoochie River Valley?

Mr. BynumMm. If you do not have access to adequate transit, then
you may as well be unemployed in rural areas because you just
have so much territory to cover. If you do not have a car or truck
in rural areas, you may as well be unemployed. Low-income people
and people of color in rural communities are more likely to be
preyed upon and receive access to high-cost predatory financing to
get access to mobile car loans and truck loans. And so transit solu-
tions are vitally important.

Again, CDFIs have a history track record of addressing transit-
related needs and financing to help close infrastructure gaps such
as transit and health care and education.

Senator OSsOFF. Thank you, Mr. Bynum.

Thank you, Mr. Chairman.

Chairman BROWN. Thank you, Senator Ossoff.

Senator Cramer from North Dakota is recognized for 5 minutes.

Senator CRAMER. Thank you, Mr. Chairman. Thank you. And
thanks to all of our witnesses. I have followed this as closely as I
can from two committees. They are both really important, and I
thank you. It is good stuff.

I think, Mr. Chairman, just as a note of some encouragement up
front, I wanted to talk about a bill that Senator Lujun and I just
introduced. It is called the “Revive Economic Growth and Reclaim
Orphaned Wells Act of 2021”7, and the reason this is good for rural
economies and why it has got both a Republican and a Democrat
introducing it is because it helps clean up—provide jobs cleaning
up old orphaned oil and gas wells that were, you know, drilled and
made long before there were reclamation laws and regulations. And
there are about 56,000 of them around the country, and, you know,
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Ben Ray and I just feel like this is a good opportunity for the two
parties to come together and do something constructive that en-
hances the economies of local communities and States where there
has been obviously some dropoff in workers in the oil patch because
of demand. I am not even talking about the current Administra-
tion’s policy, but because of a drop in demand. It is a good oppor-
tunity to put people to work in a field that obviously they know
something about, good-paying jobs as well as cleaning up the envi-
ronment.

With that, I want to stay on the topic of energy policy in rural
America because, of course, we know a thing or two about that in
North Dakota, and get real specific here and real current. Yester-
day—and I will not go through all the history, but yesterday was
an important day in Washington, DC, in the district court because
Judge Boasberg had set yesterday as the deadline for
supplementing the record as it relates to the decision ultimately
whether or not to shut down the Dakota Access Pipeline, which
moves about 570,000 barrels of North Dakota per day to market
and has been doing that now safely for about 4 years. And it is
being litigated, and I will not go through all those details.

But yesterday was an important day, and I wanted to offer just
a couple of words from a filing yesterday in the district court here
in D.C. by Mark Fox, the chairman of the Mandan, Hidatsa, and
Arikara Nation, also known as “Three Affiliated Tribes.” The Fort
Berthold Reservation is sort of in the heart of the Bakken, and I
will just give you a couple of things from his statement. Then I am
going to ask unanimous consent to insert it into the record, Mr.
Chairman. But he says that the MHA Nation’s cost of health insur-
ance alone exceeds %740 million per year. Just think about that.
They spend $40 million a year for health care for the members of
the Mandan, Hidatsa, and Arikara Nation.

Now, what about the shutting down of the Dakota Access Pipe-
line, which is being litigated? And it has become important be-
cause, of course, we are talking about Federal lands; we are talking
about rural economies. But he says here—there is this short para-
graph. He said, “I directed MHA Nation staff and consultant ex-
perts to provide a study of the financial harm that could be done
to the MHA Nation in the event DAPL was shut down. They have
estimated that the losses will exceed $160 million over the first
year, exceed $250 million over 2 years,” and, of course, that goes
on forever if that pipeline gets shut down, and I will not go through
all the other issues, but I would just ask unanimous consent to put
this into the record.

Chairman BROWN. Sorry. My mic was off. Without objection, so
ordered. Sorry, Senator Cramer.

Senator CRAMER. No problem. Thank you, Mr. Chairman.

What has this all got to do with Banking? Well, obviously, we are
also facing serious discrimination in certain aspects of our econ-
omy, certain industries within our economy, by particularly large
banks. Obviously, the oil and gas industry as well as the coal in-
dustry and the utilities that generate the electricity, that generates
more electricity, and that captures the carbon and pipes it to loca-
tions, all of the opportunity for not only job creation, wealth cre-
ation, but—and I might ask Ms. Sgamma about this. I do not really
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see global demand shrinking a great deal real fast. Perhaps over
time that will happen. Somebody is going to meet that demand. I
do believe that climate change is global. We hear that a lot, that
it is global. What I worry about is, first of all, Mandan, Hidatsa,
and Arikara Nation, they are going to produce that oil. And if it
does not move by a pipeline and if there are banks—if the banks
and financial institutions stop financing things like pipelines be-
cause of pressure from advocates, it is going to be trucked; it is
going to be railed. It is going to go to the coasts and get on barges,
all of which is many, many more greenhouse gases than does a
pipeline. Or worse than that, it is going to be produced in Russia
or Venezuela or Nigeria. And I might just ask, Ms. Sgamma, do
any of these other countries or, for that matter, any major oil-pro-
ducing country, do they have cleaner environmental protections or
better environmental protections than the United States?

Ms. ScaMMA. Not those countries you mentioned, Senator, but
certainly Canada and Norway I would say are the only ones who
are comparable to the United States.

Senator CRAMER. So that brings us to the Keystone XL Pipeline.
Isn’t that ironic? You know, I sited the first Keystone Pipeline
through North Dakota, 600 landowners’ land. Not one inch of it
had to be condemned. It is ironic, isn’t it, that oil from Canada dis-
places oil from Venezuela. We have not even talked about the na-
tional security implications. My point is if we are going to have a
serious discussion about rural economies, we have to talk about
certainly agriculture and we have to talk about energy production.
And T would just plead with my friends—and this is why I started
by talking about the bill that Senator Lujun and I have introduced
together. Let us look for real solutions to the climate crisis, regard-
less of what people might believe about it, whose fault it is, how
fast it is coming, all of those things. If the goal is to reduce emis-
sions, let us work with our banking friends or financial friends.
Somebody is going to invest in these things, and most likely the in-
vestment will be more expensive and less insured than our banking
communities.

Could I just ask you, Ms. Sgamma, are you familiar with any of
the challenges and have you seen any specific examples of the fi-
nancial industry, you know, discriminating against——

Chairman BROWN. Ms. Sgamma, we are way over time, so be
brief, if you can, on that answer. Thank you.

Ms. SGAMMA. Certainly we have seen activists try to deny the in-
dustry of banking and financial resources, and that would defi-
nitely mean less investment in rural areas.

Senator CRAMER. Thank you.

Thank you, Mr. Chairman.

Chairman BROWN. Thanks, Senator Cramer. I appreciate it.

Senator Daines just popped up, so the Senator from Montana,
Senator Daines, is recognized for 5 minutes.

Senator DAINES. Just in time, Mr. Chairman. Thank you. We are
all doing the quick Zoom shuffle here. Thanks.

So I just spent some time in eastern Montana. I was hearing
from our community leaders, businesses, Montanans, about the im-
pact of President Biden’s decision on day one to kill the Keystone
XL Pipeline. Today’s hearing is about investing in rural commu-
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nities. I tell you, I wish we could take President Biden and many
Members of this Committee to go out to eastern Montana to these
rural communities and hear firsthand what is needed. I can tell
you what is needed is the Keystone XL Pipeline.

Instead of investing in rural communities through common-
sense, extensively studied, privately funded projects like the Key-
stone Pipeline, the Administration plans to rip away jobs and leave
these communities literally in the dust. This is infrastructure paid
for by private sources. It generates tax revenues, like $80 million.
This goes directly to our schools. There is a beautiful gymnasium
that was built out in eastern Montana in a small community that
had six kids in their graduating class. I said, “How did you afford
the gymnasium?” They said, “Pipeline tax revenues.”

So it generates tax revenues, and, third, of course, the Keystone
Pipeline, it generates less carbon emissions than the alternative of
either rail or truck to transport the oil. So it has kind of left us
scratching our heads about why this project was killed when it is
positive on every front here for these rural communities. That is
real investment.

Ms. Sgamma, the Biden administration is saying they canceled
the Keystone XL Pipeline to protect the environment despite the
fact we know the Keystone XL Pipeline would reduce transpor-
tation emissions, and the company planned to run the pipeline at
a net-zero emission standard. Could you speak to how these heavy-
handed, top-down decisions from President Biden, frankly, ideologi-
cally based, not based on science, like killing the Keystone XL Pipe-
line, stopping oil and gas leases on Federal lands, they only hurt
communities, kill jobs, and actually have a negative impact on the
environment?

Ms. SGAMMA. Absolutely. Since natural gas is the No. 1 reason
the United States has reduced more greenhouse gas emissions than
any other country since 2000, it is largely because of displacement
in the electricity sector, more natural gas electricity generation has
reduced greenhouse gas emissions, more emissions than have wind
and solar combined. So we are very proud of that record. I cannot
really add anything to what you just said about Keystone operating
at zero emissions. But I would add that immediately that decision
killed $1.6 billion of investment in Montana, South Dakota, and
Nebraska along that pipeline route and killed 11,000 jobs that
would have come from that investment.

Senator DAINES. Thank you, Ms. Sgamma. The $80 million a
year of tax revenues in perpetuity was a huge windfall, frankly, for
these impoverished eastern Montana counties that need those dol-
lars for schools, teachers, law enforcement, basic taking care of in-
frastructure like plowing roads in the wintertime, as an example.

Senator Ellis, you know firsthand how important energy and
pipeline revenues are for local communities. Can you speak about
how we can support our rural communities by investing in our en-
ergy economy?

Ms. ELLIS. Thank you, Mr. Chairman and Senator. You know,
first and foremost from Wyoming, the purpose for me to be here
today is to urge Members of Congress and the Presidential Admin-
istration to remove this halt and moratorium on oil and gas leasing
on Federal lands. You know, certainly over the years we have in-
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vested a lot in developing not only our energy resources but other
natural resources as well. And Wyoming and our country have a
lot to be proud of. We do regulate these activities very fairly and
do our best to make sure that we are conserving our natural re-
sources. And so I think, you know, any effort and movement that
we can to recognize that we are protecting our natural resources
and conserving them while having robust domestic energy produc-
tion, that those two activities coexist certainly are appreciated in
my neck of the woods.

Senator DAINES. Thank you. We talked about natural gas and oil
and so forth. I want to talk a little bit about forestry. The timber
sector in Montana was once a major economic driver for our rural
communities across our State. In fact, when I was growing up, we
had over 30 sawmills in Montana. Now that number has dwindled
to seven. It has been devastating to our rural economy not only
through job loss but through the financial hardships that accom-
pany an increase in catastrophic wildfires. And, remember, when
timber harvest was higher, Montana forests functioned as a carbon
sink. Forests absorb carbon. Wildfires emit carbon. Montana forests
now yield net positive carbon emissions, and this will only increase
unless we dramatically improve forest management.

Senator Ellis, I understand over time Wyoming has lost all tim-
ber processing capacity, and now your forests are in the same boat
as Montana, operating as a carbon source rather than a carbon
sink. Could you speak to the job opportunities and environmental
benefits of forest management and what needs to happen in order
to restore a healthy wood product sector in our communities?

Ms. ELLIS. Yes, over the last 100 years, I think we have seen a
dramatic shift in how we manage our forests in this country. Usu-
ally, occasional fires that would go through the area were healthy
and natural events that helped sustain forests. But, obviously, we
started using our forests—you know, they are housed in the De-
partment of Agriculture at the Federal level, so I think they were
always viewed as a crop or a product that we would utilize in pro-
viding timber sources for our country. Over the years we have
started limiting and putting out wildfires when we see them, and
now we are starting to see forests that are more and more con-
densed and clogged and creating really unhealthy conditions. So
certainly in Wyoming, you would think that that would be a great
opportunity for private sector activity to go in and clear out some
of those dead trees and harvest trees, but we have seen declines
in that because of how we manage our forests, and it really is this
kind of assault on overall health forest management. It has created
a situation where I am greatly concerned about the number of dead
trees as I drive through the national forests in Wyoming. I think
it is just a tinderbox, and, you know, one unfortunate thunder-
storm or campfire that gets out of hand will not only devastate the
environment, but just the activity overall really hinders our ability
to utilize that resource for good jobs in the West.

Senator DAINES. Thanks, Senator Ellis. I am out of time. It is re-
markable that we cannot even get in and cut down dead trees be-
cause of radical environmentalists who litigate a lot of these timber
projects. Thanks, Senator Ellis. I appreciate your comments.

Chairman BROWN. Thank you, Senator Daines.
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I have one last question, and then we will close. For you, Mr.
Bynum, we have heard a lot about how we should rely on big en-
ergy companies to save our rural economies. We have not heard
much from panelists about the devastating environmental impacts
they have. Communities of color, as you know, are particularly vul-
nerable to climate change. Rural communities are no exception.

My question for you, Mr. Bynum: How do we increase account-
ability of corporations and banks as well as State and local govern-
ments to ensure that we invest Federal resources in a way that
protects all communities from flooding and wildfire and other nat-
ural disasters made worse by climate change?

Mr. BynuMm. Thank you, Senator. It is only prudent that we in-
vest in strategies that mitigate the long-term environmental dis-
tress that has been put on rural communities, particularly commu-
nities of color. The best way to do this, again, is to get resources
to the people and organizations closest to the ground, closest to the
problems that we are trying to resolve. When they go through State
government and legislatures here in the Deep South, often re-
sources do not get directly to the communities that are most dis-
tressed.

One example is the State Small Business Credit Initiative. We
saw that during the previous round some States got it right and
made more direct investments; whereas, some in our part of the
country did not, and the results were not beneficial to those mostly
underserved communities. And so I really appreciate that Congress
did put some safeguards in the most recent legislation that put re-
quirements on States and ensure more accountability in how these
funds are deployed. I really think that is important, as the infra-
structure resources go forward, as more recovery resources go for-
ward, that accountability and safeguards are in place to ensure
that the intent of Congress and that those most vulnerable commu-
nities are the ultimate recipients and are able to climb the eco-
nomic ladder.

Chairman BROWN. Thank you, Mr. Bynum, for saying that. I
have heard in zillions of—we all do—Zoom calls over the last year,
I have heard from so many local officials, as many Republican may-
ors as Democratic mayors, as many Republican county commis-
sioners as Democratic county Commissioners, to focus directly on
local governments to help, not run it through a State government—
that is no insult, of course, to Senator Ellis in the State Senate,
but State governments tend to grab too much of that for them-
selves. So thank you all.

For anyone who could not be at today’s hearing, I am going to
encourage them to go back and listen to Senator Tester’s words
talking about how this is a hell of a lot bigger than energy. It is
about rural America that has been drying up for decades, the
words he used. I know Senator Tester is tired of lectures, as I am,
about the rural economy from people in this town who oppose any
effort to actually invest in these communities or to foster real com-
petition or stop the corporate consolidation, particularly in the ag
sector, that is hollowing out our towns. They give corporations tax
breaks to ship jobs in my State overseas. They have spent years
pushing a trade policy that leaves workers behind. They do noth-
ing— nothing—to position rural communities to lead in the indus-



37

tries of the future, and then they leave workers on their own when
these local economies are devastated. The people I talk to in rural
Ohio and small cities and towns all over my State are tired of poli-
ticians selling them empty promises that coal mines, for instance,
will reopen. Ohioans know that, as Senator Toomey has noted and
Ms. Sgamma suggested, it is natural gas, not Government regula-
tion, that pushed out coal. There is no war on coal. To suggest oth-
erwise is to deceive and disrespect communities seeking a better fu-
ture. We welcome domestic energy production. We know the boom-
and-bust cycle that extractive industries create and that it creates
economic uncertainty. That is why, while we support domestic en-
ergy production, we must treat communities with respect and hon-
esty and help them plan for our futures and their futures. It is
time for all communities to have the resources and the respect for
the dignity of work and the respect they need to be successful.

Thank you to the five witnesses today for being here. Your testi-
mony was incisive and helpful.

For Senators who wish to submit questions for the record, those
questions are due 1 week from today, on April 27th. For witnesses,
we ask you within 45 days to respond to any of these written ques-
tions. Thank you again.

With that, the hearing is adjourned.

[Whereupon, at 12 p.m., the hearing was adjourned.]

[Prepared statements, responses to written questions, and addi-
tional material supplied for the record follow:]
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PREPARED STATEMENT OF CHAIRMAN SHERROD BROWN

For years, the work of the Committee on Banking, Housing, and Urban Affairs
has been far too much about Wall Street, far too little about housing, and almost
nothing about people’s everyday lives in urban and rural communities.

“Urban Affairs” may be in our Committee’s title, but we have jurisdiction over
matters integral to the economic health and vibrancy of all communities—including
rural America. Whether you live in Philadelphia or Cleveland, Perry County, Penn-
sylvania, or Perry County, Ohio—the work of this Committee is vital to the shared
prosperity of all Americans, urban and rural.

This is the first Full Committee hearing dedicated to rural America in nearly a
decade. Senator Toomey held a subcommittee hearing on rural banking in 2015 and
I thank him for that. I'm sure he will agree that it has been too long since we fo-
cused on the issues facing rural America.

The hopes and dreams of all Americans are pretty similar. We want a job with
dignity and to be valued for the work we do. We want a community where our fami-
lies can grow and flourish. And we want the opportunity to join with friends, family,
and neighbors to leave the world better than we found it.

The 46 million people who live in rural communities share these dreams, and they
reflect the vibrant diversity of our country.

From the foothills of Appalachia in Pennsylvania and Ohio, to Native American
tribal lands on the Great Plains; from Black communities in the Deep South, to His-
panic and Asian communities in the West, we find resilient, hard-working men and
women trying to make a better life for themselves, their families, and their commu-
nities.

I know the pride people have in their hometowns—Ilike I have in my hometown
of Mansfield, Ohio. They want these places to be successful. They don’t want to be
told to pick up and leave to find better opportunities.

Crumbling infrastructure, high unemployment rates, low wages, and gaps in ac-
cess to banking, housing, and transit make rural areas especially vulnerable in an
economic downturn.

Workers and families and community leaders pour their hearts and their re-
sources into their communities, trying to preserve their legacies and grow new busi-
nesses and attract new investment.

But these same communities have watched for decades as investment dried up,
plants were shuttered, and storefronts were boarded over. University economists,
CEOs, and conservative Washington politicians make public pronouncements about
capitalism’s “creative destruction”—dismissing workers’ anger, informing us that
these actions are the inevitable result of free and unfettered markets.

Corporations close down factories, and move good-paying union jobs abroad where
they can pay lower wages and exploit workers. Ohio workers from Bucyrus to
Lordstown know what this does to communities.

Big corporate agriculture has made it harder for small family farms to compete.
Local, independent businesses close shop because they can’t compete with Amazon.

Big banks buy up their smaller competition and then close local branches, leaving
communities 30, 40, even 50 miles from a place to deposit a check or build crucial
relationships at their bank.

The banks claim people can just use online banking—but that doesn’t help if your
community doesn’t even have reliable broadband.

As the banking sector gets more concentrated, it’s harder for small businesses,
farms, and families to get loans to hire more workers or expand their operation or
to buy a home.

The biggest banks and the largest corporations only look at quarterly profits,
without considering the long-term economic impact on these communities and small
businesses.

And despite the simplistic picture we often see in the national media, these com-
munities are not only made up of people who look like me. Rural America is as di-
verse and culturally vibrant as the rest of the country. But centuries of violence and
displacement and structural racism have pushed rural communities of color even
further behind.

Native communities have some of the highest levels of poverty and many families
suffer from overcrowded housing without plumbing or heat. The same is true for
Black families and farmers that have faced decades of discrimination, including
lending discrimination.

Many rural families of all backgrounds don’t have a safe, affordable home. And
if there isn’t affordable housing, communities can’t attract new business because
there’s nowhere for workers to live.
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Last month, I was talking to the CEO of a credit union in southeast Ohio who
knows the housing needs in his Appalachian community, and wanted to do some-
thing about it. He meets lots of well-qualified families who could pay a mortgage,
but just can’t afford a 20 percent downpayment. So his credit union created a new
mortgage program for members of his community to have a pathway to home owner-
ship.

That’s the kind of ingenuity we see all over the country from leaders who actually
live in and understand these places. And we can learn from them.

Our witnesses today know what it means for the local economy when the big
banks abandon rural towns, or when a big-box chain store forces out small busi-
nesses. They know how working low-wage jobs makes it impossible to make the
rent, let alone save for a downpayment.

T(l*lley know that homegrown, local businesses understand what their communities
need.

Anyone who’s raised a family or started a business in Appalachia or Indian Coun-
try or the Carson Valley knows these places can’t rely on Wall Street banks and
corporations to help them out.

People in rural towns and counties remember how the biggest firms recovered
after the last financial crisis, while they were left behind. And they saw history re-
peat itself over the past year—when big franchises got help from big banks, small
businesses went to the back of the line, and Black and Hispanic businesses were
far less likely than White-owned businesses to get loans at all.

Over and over, I hear the same thing from communities large and small, rural
and urban: they need more resources. They've tried to make it on their own because
they have to—not because they don’t want investment, or don’t want their fair share
of our country’s prosperity.

To recover from this crisis and rebuild a stronger economy, rural communities
need direct investment in infrastructure and economic development.

We've made a good start with the American Rescue Plan. Now we can look for-
ward to the American Jobs Plan to help us invest in our rural communities for the
long term.

We will invest in broadband and rural buses and affordable housing and the next
generation of American manufacturing. We will invest in new energy technology to
address climate change and create good paying jobs in communities of all sizes.

If we make these investments, these local communities will be strong and resilient
in the face of the extreme weather events—like wildfires, flooding, and hurricanes—
that threaten our rural communities more and more each day.

When we put communities, not corporations, at the center of our policy—when we
invest in local people and businesses who make up our rural communities—we will
get an economy that works for everyone.

PREPARED STATEMENT OF SENATOR PATRICK J. TOOMEY

Thank you, Chairman Brown. What we have here are two competing visions for
how to help rural America.

One vision is that we should implement policies that allow rural areas to thrive.
We know Americans can succeed if we give them a chance. Our recent U.S. energy
renaissance shows this. It’s been game changer for many rural communities.

Another vision—shared by some Democrats—is to provide Government welfare to
these communities. They do it through different vehicles, but at the end of the day,
it’s welfare.

My home State of Pennsylvania has a lot of rural areas. Some struggle, some
thrive, but I don’t know any that want to be long-term dependents of the Govern-
ment. Our goal should be thriving communities of self-reliant people.

As we consider the state of the rural economy, it’s important to remember where
we were a little over a year ago. Before COVID, we were experiencing an economic
boom. We had the lowest unemployment rate in 50 years. In rural America, unem-
ployment dropped to 3.5 percent in 2019—its lowest level in a decade. Nationally,
including in rural America, Black and Hispanic unemployment rates hit all-time
lows in 2019.

We had more jobs than people looking for work, a record low poverty rate, wage
growth across the board with wages growing fastest for the lowest income earners,
and ultimately a narrowing of the income gap. These are all objectives that Demo-
crats support, and that we had achieved. All of this was spurred on by the steps
Republicans took to reform our tax code and roll back excessive regulations.

An important part of that strong economy was America’s energy renaissance. In
2019, the U.S. became a net energy exporter for first time since 1952. We did it in
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part by becoming the third-largest exporter of liquefied natural gas. As gas replaced
coal as the fuel for America’s power plants, CO2 emissions actually declined. In fact,
in 2019, the U.S. led the world in reducing energy-related CO2 emissions.

Across the country, the oil and gas industry has supported more than 10 million
jobs, often in rural communities. In Pennsylvania—which is the second-largest pro-
ducer of natural gas—the oil and gas industry has supported 300,000 jobs up and
down the supply chain. A majority of gas production in Pennsylvania occurs in rural
areas, like Susquehanna County. It’s our largest natural gas producing county and
one of our least densely populated counties.

Last March, our strong economy was roiled by COVID-19. We were facing the
very real threat of a full-blown depression. In 2020, a bipartisan Congress helped
to prevent that from happening by providing almost $4 trillion in relief.

Fortunately, our economy is now in full recovery mode, and has been for months.
The unemployment rate has dropped from almost 15 percent last April to 6 percent
this March. Twenty-three States have unemployment rates at or below 5 percent—
many of them are rural States. Real GDP growth is expected to be extremely strong
this year.

We should continue to have a robust economic recovery, unless the Federal Gov-
ernment undermines it. Unfortunately, that’s exactly what Democratic policies are
threatening to do. For example, the Democrat spending bill pays people more not
to work than to work, so it’s little surprise that in March’s NFIB monthly survey,
42 percent of small businesses had job openings they could not fill—a record high.

The Biden administration has also proposed massive tax increases and imposed
burdensome regulatory policies. All of these policies will harm workers and slow eco-
nomic growth. But some Biden administration policies will hit rural America par-
ticularly hard—some already have. For example, President Biden has terminated
construction of the Keystone XL oil pipeline and indefinitely banned new oil and gas
leases on Federal lands. The Biden administration is also seeking to coerce banks
and investors to stop lending to fossil fuel companies and stifling U.S. agricultural
exports by maintaining tariffs on Chinese goods and materials.

Today, we will hear from two witnesses about the harm caused by these attacks
on the energy industry, particularly in rural communities.

Kathleen Sgamma is the President of the Western Energy Alliance. She will tes-
tify that these policies cause significant job losses. For example, President Biden’s
termination of the Keystone XL pipeline, according to the pipeline’s developer,
caused more 1,000 union workers to immediately lose their jobs, and ended a project
that was expected to employ more than 11,000 Americans in 2021—the majority of
them union workers—and create $1.6 billion in wages. By the end President Biden’s
first term, his ban on new oil and gas leases on Federal land—according to one
study—would destroy an average of 58,676 jobs annually.

Senator Affie Ellis is a member of the Wyoming Senate. Her State ranks first in
the Nation for natural gas production on Federal lands and second in oil production
on Federal lands. She will describe how the leasing ban harms Wyoming’s economy
and education budget, which receives substantial funding from Federal energy roy-
alties.

I wish I understood why Democrats are so determined to prevent us from getting
back to the best economy my lifetime. Instead of wasting more taxpayer dollars, im-
posing massive tax hikes, and increasing regulatory burdens on businesses, we
should be rolling back the harmful Biden administration policies that are threat-
ening the U.S. energy renaissance, which has done so much good for the rural econ-
omy.
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HOPE, (Hope Enterprise Corporation / Hope Credit Union / Hope Policy Institute) is a Black- and Women
owned credit union, a nonprofit loan fund, and a pelicy and advocacy organization. HOPE is also a
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Mississippi and Tennessee — a region that is home to more than a third of the nation’s persistent poverty
counties, most of which are rural. Of HOPE’s 23 branches, 7 (30%) are located in rural, persistently poor
counties.

HOPE was established to ensure that all people regardless of where they live, their gender, race or place
of birth have the opportunity to support their families and realize the American Dream. Since 1994,
HOPE has generated over 2.9 billion in financing that has benefitted more than 1.7 million people.
From the New Markets Tax Credit, to Hurricane Katrina, the Great Recession/Housing Crisis and COVID-
19, for over a quarter century HOPE has worked closely with government and bank officials to forge
policy and programmatic responses to the challenges facing historically underserved people and places.

HOPE works to increase access to affordable financial services for communities that are often
underserved and over-loocked. Of HOPE's 35,000 credit union members, sixty-nine percent (69%) have
household incomes below $45,000 and eight out of 10 are people of color. Our branches are located in
areas with less public, private and philanthropic investment, with 86% in counties where the majority of
the residents are Black. One-third of our branches are located in counties that have been in deep
poverty for more than three decades, and one out of five are in located in towns situated in the
Mississippi Delta, three of which have no other depository institution.

People, when afforded opportunity and access to the right tools, will climb the economic ladder. Yet
many of our members live in communities entrenched in poverty. They lack critical infrastructure such
as quality schools, grocery stores, broadband, and affordable housing, and the financial tocls necessary
to obtain these economic mobility-enhancing assets. These needs have been neglected for generations,
as reflected by the region’s acute and persistent poverty.

Prior to COVI9-19, Deep South communities were already dealing with the pre-existing crises of racial
and economic inequality. The current triple threat of the health, economic and social justice crises is the
convergence of centuries of policies and practices that have extracted, discriminated and under invested
in Deep South people and communities. As the nation seeks to recover from COVID-19, Deep South
communities, especially communities of color, are now even more precariously situated on the brink of
economic and social devastation. Policy decisions made today have the opportunity to break, rather
than repeat this cycle of inequity.
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In my testimeny today, | provide a context of the depths of disparities and under-investments in the
Deep South, while also highlighting solutions that we know will work:

1. Increase investments into CDFIs with a track record of reaching underserved communities and
those hit hardest by COVID-19,

2. Close opportunity gaps in bank lending, service, and investment in underserved communities,

3. Deploy funds in way that accounts for existing racial and economic disparities,

4. Build and preserve wealth in rural communities, particularly communities of color, through
homeownership and small business ownership, and

5. Strengthen consumer protections that prevent wealth stripping and build assets.

Rural Regions Of Persistent Poverty Suffer From Systemic Underinvestment, Particularly The Regions
That Are Home To Populations Where The Majority Of People Are People Of Color

Records from the U.S. Census Bureau in 1860 shows slave holding was most concentrated inthe
Mississippi, Arkansas and Louisiana Delta and the Black Belt counties of the Southeast. The map remains
relevant today when placing it in alongside a map that examines the length of time over which counties
have had a poverty rate of over 20% - a common indicator of economic distress used to determine
eligibility for federal funding (Maps 1 and 2).

Map 1: Slave Population of the Southern States of the United States {1860)
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Map 2: Counties with Poverty Rates over 20% by Number of Consecutive Decades
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Persistent poverty is predominantly rural. Of the country’s 395 persistent poverty counties, where the
rate of poverty has exceeded 20% for thirty years in a row, eight out of ten are non-metro. Analysis by
the Housing Assistance Council found that 86 percent of persistentpoverty counties have entirely rural
populations.”* Persistent poverty counties are also home to a diverse cross-section of people.? In fact,
the majority (60%) of people living in these places are people of color, Four out of ten persistent poverty
counties are placeswhere the majority of people whoreside in the counties are people of color.

Due to along history of exclusionary and extractive policies by race and place, persistently poverty areas
experience other challenges aswell, At least one-third have unemployment rates over 1.5 times the
national average.’ Additionally, a “health related drinking violation” occurred in approximately 42% of
the counties - nearly five percentage points higher than the rate nationally. Eighty-one percent (81%)
of persistent poverty counties are in the bottom quartile of counties in terms of health outcomes.®

This underinvestment is also reflectedin the banking system as well. Much of the Deep South is
considered a banking desert. For example, of the 20 largest banks in the Southeast, analysis conducted
by the Federal Reserve Bank of Atlanta, found that only one bank has branches in the Mississippi Delta.®
I the absence of branches, large bank Community Reinvestment Act assessment areas fail to reach into
rural communities - limiting another source of capital for redevelopment.” As currently structured,
absent a physical local in the community, a bank has no obligation to lend or invest there. Thismeans
communities in banking deserts, such as those in the Deep South, have harder time attracting the
resources needed to finance community needs such as affordable housing, hospitals, museumns, or other
job-creating activities. Analysis conducted by the Opportunity Finance Network underscores this
phenomenon with Community Development Financial Institutions. Inlooking specifically atrural
Community Development Financial Institutions {CDFIs), only 31 cents of every dollar borrowed by rural
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CDFls came from a hank. In contrast, over half of borrowed funds from urban CDFls came from banks.®
Rural communities also bear the heaviest burden of bank closures and within rural communities those
bank closures are most likely to occur in communities with a higher share of Black residents.”

One natural consequence of this trend is that the Deep South is home to the highest rates of unbanked
households in the country. Even though nationally, the unbanked rate is the lowest it has been since
the Great Recession (5%}, for Black households in Mississippi and Louisiana, the rate is over 20%."°
Likewise, for rural communities, the Deep South rate is higher than rates nationally (Table 1). Notably,
over 40% of the population in Louisiana and Mississippi’s rural counties are people of color, *

Table 1: 2019 Unbanked Rates for Louisiana and Mississippi, by Race and Rural Households

White Black Rural Households
Louisiana 3.5% 4% 16.7%
Mississippi 5.5% 21% 12.6%
U.s. 2.5% 13.8% 6.2%
Source: 2019 FDIC Survey: Household Use of Banking and Financial Services

For rural communities, particularly communities of color, the dearth of financial institutions presents a
significant barrier to economic apportunity. Three-quarters of the 158 counties nationwide that have
household unbanked/underbanked rates at 1.5 times the national average are persistent poverty

counties.”?

These communities face not just an absence financial capital, but also contend with predatory lending
practices. Payday and car title lenders extract over $1.6 billion in fees annually from Deep South
residents trapped in loans with annual interest rates region as high as 500%."* Rent-a-bank
arrangements in which online lenders partner with out-of-state banks to subvert state consumer
protection laws to make high-cost loans in the region also impose high costs on the region’s residents.'

In addition to the weight of predatory lending, rural Deep South communities are shouldering the
weight of massive debt burdens accumulated by simply trying to make ends meet, In a recent survey of
HOPE members, nearly 1in 4 (23%) said their biggest worry every day is the amount of debt that they
owe. This debt includes medical debt, student loan debt, and debt incurred through interactions with
the criminal justice system. Due to a range of policy decisions affecting employment, health care access,
education access, mass incarceration among others, each of these debt burdens fall disproportionately
on Black communities in the Deep South.

All of the conditions outlined above existed prior to the outbreak of COVID-19, and are now
compounded by mounting back payments owed for utility, rent, and mortgage payments paused during
the pandemic. Due to the long-lasting damage on credit scores, as well as the resulting psychological
stress, addressing these burdens is necessary to pave the way for an economic recovery in the region.
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Rural People and Places most Economically Vulnerable Prior to the Pandemic, were Most Heavily
Impacted by it, and Most Likely to Be Passed over by Relief Measures

Prior to the pandemic, the Deep South was home to some of the highest rates of liquid asset poverty in
the country, meaning the households did not have the resources to manage an unexpected income loss.
The percentage of Deep South families without the cushion to weather a financial emergency is greater
than the national average, and the racial disparities are striking. Over 60% of Black and Latino, families
are liquid asset poor compared to 40% of white families."

The most economically fragile households prior to the economic shock of COVID-19 were the ones most
impacted by it. In the late summer of 2020, in each of HOPE's Deep South states, over 50% of Black
households had experienced a loss of employment income ' For Latino households, 70% in Arkansas
and nearly 90% in Mississippi had experienced such a loss since the start of the pandemic.”’

The unemployment rates have not abated either, particularly for Black and Latino workers in the Deep
South. As of January 2021, more than 4.1 million people had filed for unemployment since the start of
the pandemic.'® By comparison, throughout the duration of the Great Recession, the Deep South lost
half a million jobs.* Even though Black unemployment rates in the region had largely returned to pre-
pandemic levels, the disparities were still quite vast and the post-recession gains have been wiped away
by the pandemic. As of February 2021, Mississippi, Tennessee, and Louisiana had a nearly 12% Black
unemployment rate.

These dramatic losses of jobs and employment related income are intertwined with the pandemic’s
devastating impact on Black-owned businesses and the extent to which they were left out of COVID-
relief efforts. * Nationally, between February and April 2020, more than 41% of Black-owned businesses
closed, compared to 17% of white owned businesses.” Due to historic disparities in access to capital to
grow and sustain their businesses, Black and Latino owned business, just like the people in their
communities, had far less of a cushion to withstand the economic shock.*

The national research squared with HOPE's own experience working with small business owners in
distress. Through Rounds | and Il of the Small Business Administration Paycheck Protection Program
(PPP), HOPE approved 2,896 PPP loans. In a survey of HOPE's PPP borrowers, while 64% overall said they
were unprepared for the pandemic, for Black businesses it was over 71% compared to 47% for white-
owned businesses.”

Despite the pre-existing financial fragility and the disproportionate economic impact on businesses of
color, federal and state relief programs have consistently not been structured to provide equitable
access to recovery resources. As one example, within the PPP program, microbusinesses in which the
owner is the sole employee were literally not eligible to access the PPP program for the first seven days
of the program as billions of dollars were deployed. In the Deep South, 96% of Black and Latino-owned
business fell into this category of businesses, as did 84% of white businesses.?*

Similar inequities occurred in the deployment of CARES Act funded state-level relief efforts to support
small businesses and local governments in the Deep South. In Tennessee’s Small Business Relief
Program, which provided direct payments to designated businesses, 90% of the relief funds went to
white-owned businesses in the state.” In Mississippi, despite efforts by the state legislature to create a
540 million, 60-day priority set-aside for minority and women-owned businesses, the state only
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deployed $2 million in the clesignated time frame.” In terms of relief efforts to local governments, in
each of the five Deep South states, states distributed aid from the CARES Act Coranavirus Relief Fund to
local governments on a reimbursement basis only. This reimbursement mechanism was not required by
the CARES Act. As discussed further herein, it led to significant disparities in access to the money,
particularly for communities in the Black Belt and Delta regions, even as they experienced the greatest
impact of COVID-19.

The Great Recession provides important lessons about the trajectory of recovery for this crisis. The three
Delta states in our region — Arkansas, Mississippi, and Lovisiana — took significantly longer to recover
than the US as a whole.”® Mississippi, for example, did not reach its re-precession job levels until a
decade later, in October 2019.

This structural gap in financial infrastructure is a necessary foundational understanding for the existence
of gaps and inequities in the region. It must also be accounted for when contemplating the flow of
future investments in the region, both in terms of whether financial institutions are even present to help
dishurse them and in terms of what other investments are needed to make up for their absence. Policy
decisions made today have the chance to create a different, shorter, more inclusive recovery from this
crisis.

For Rural America to Prosper, Strategies for Full Recovery Must Reach Deep South Communities of
Color

In light of the history of our region, the resiliency of the people who live here, and the disparate impact
of COVID-19, the following section outlines solutions to ensure necessary resources reach the most-
economically distressed regions of the country,

1. Increase investments into Community Development Financial Institutions (CDFls) with a track record
of reaching underserved communities and those hit hardest by COVID-19

As the U.S. Treasury moves to deploy an unprecedented $9 billion in funding through the Emergency
Capital Investment Program, $3 billion for CDFI rapid response and new levels of New Market Tax Credit
allocation in each of the next five years, the agency must put safeguards in place so as not to perpetuate
existing disparities within the CDFl sector. Partnership with CDFls with long track records of reaching
underserved communities and communities of color will ensure the resources reach people and places
most in need.

CDFls, long on the front lines of meeting the financial needs of underserved communities, continue to
serve as important drivers of economic mobility in rural economies and among people of color. For
decades, CDFls in some of the most economically distressed regions of the country have been
addressing the employment and housing, banking and infrastructure needs of local people and places,
They also model solutions that work and can be brought to scale with either increased investment or
replication by other actors in the financial system.
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Despite evidence of success by CDFls located in and reaching the most economically distressed
communities, resources lag in comparison to other CDFIs. For example, even though minority-led CDFls
have performed better in reaching minority communities, which often have the greatest need for
financial serves, these CDFls have historically had the least amount of resources to do this work. Over
the last 15 years, white-led CDFIs have had a median asset size twice that of minority-led CDFls. In some
years, it has been three times as high.”

While CDFls are mandated to serve low-income communities, this alone has not been sufficient to
ensure CDFl lending reaches into communities of color, Stark examples of this deficiency are evident in
Mississippi, where so much of the state qualifies geographically as low-income, and nearly 40% of
Mississippi's population is Black. Using 2019 HMDA mortgage lending data, HOPE found that among the
27 CDFI banks in Mississippi engaged in mortgage lending in the state, 71% of mortgage loans went to
white borrowers while only 13% went to Black borrowers.® This is lower than the statewide rate of
mortgage originations in 2019 to Black borrowers at 17%, By contrast, Hope Credit Union made 83% of
its mortgage loans to Black borrowers,*' Similarly in Louisiana, collectively all 14 CDFI Banks reporting
HMDA information made 15% of their mortgage loans to Black borrowers in 2019. * However, when
Liberty Bank, a minority depository institution which made 76% of its mortgage loans to Black
borrowers, is excluded from the analysis, the percentage of mortgage loans to Black borrowers by CDFI
Banks in Louisiana drops to 9%,

Another significant example includes the New Market Tax Credit (NMTC) program which must improve
itts track record of working with minority-led or minority-controlled community development entities
(CDEs), and funding projects in rural, persistently poor communities. Since the launch of the NMTC
program in 2003, HOPE has had the opportunity to invest $212 million in NMTC financing in the
communities we serve, often with outcomes contrasting the program as whole. Putting a finer point on
the need for more equitable distribution into rural, poor communities, between 2003 and 2017, 65% of
NMTC allocations in persistent poverty areas have been concentrated in six urban communities.* By
contrast, just 5% of NMTC allocations during this time have been invested in rural persistent poverty
counties.

The outcomes of which communities benefit from NMTC investments are shaped in many ways by the
development entities that receive the allocations and make decisions about which projects to fund. As
one example, the percentage of NMTC allocations going to minority-owned or minority-controlled CDEs
shows great need for improvement. From 2012 to 2019, the percentage in terms of dollar amount of
allocations provided to minority CDEs, has ranged from 5% in 2014 to a peak of 16%in 2017.% To put
these numbers in context, in 2017, minority CDEs received $576 million dollars while white-led CDEs
received over $3 billion.

As urged by the African American Alliance of CDFI CEOs, HOPE, and others, the CDFI Fund must take
concrete steps to increase funds to minority-controlled CDEs as it moves to deploy historic funding
levels of NMTC allocations - $5 billion for each of the next 5 years.®
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2. Close opportunity gaps in bank lending, service, and investment in underserved communities

Traditional banks by far have the greatest ability to invest in ways that close the financial services gap,
both directly and through investment in CDFIs,* One mechanism to facilitate increased investment in
underserved markets by mainstream banks is the Community Reinvestment Act (CRA), both in providing
banking services to individuals as well as financing for things like affordable housing and economic
development in low-income communities. At the same time, the CRA has its limits. If a bank has no
physical presence in a region, then it is not held accountable for reinvesting there. As a result, entire
regions, such as rural communities in and outside of the Deep South, often lie out of reach of the CRA's
incentives. Another limitation, as currently structured, is that the CRA does not reach its full potential in
the incorporation of race in its evaluation of bank performance; even though it was enacted to address
banks’ racially, discriminatory redlining practices. Currently, more than 98% of banks pass their CRA
exam, despite the glaring racial and economic inequities in the banking system.

The CRA should be significantly strengthened to increase bank lending, services and investment - as
much as three fold - in low-income communities and communities of color. In addition to increasing the
amount of bank activity, a reformed CRA must also ensure these investments actually reach people and
communities that have both been historically underserved and divested of their resources.

Some ways the CRA could be strengthened include:

+ Create assessment areas beyond the physical location of bank branches. This is particularly
important in regions like the Deep South and other rural persistent poverty areas lacking large
bank branches. These additional assessment areas should be drawn based on a mix of lending
and deposit activity.

+  Allow banks to receive CRA credit for community development investments outside of their
assessment areas, as long as the investments are targeted enough to ensure these investments
reach economically distressed communities and communities of color.

+ Investments in CDFIs and Minority Depository Institutions (MDI) serving persistent poverty
areas, communities of color, and designated areas of need should be meaningful and prioritized.
Meaningful investments include equity investments and secondary capital. Prioritization of
areas should be drawn based on low-levels of lending activities in certain communities. CDFls
and MDIs that also meet the definition of “minority lending institution” as defined by the
Consolidated Appropriations Act of 2021 should be prioritized.”

+  Ensure greater accountability for small banks, particularly those serving rural areas.

More detailed recommendations on how the CRA can and should be strengthened to reach rural
persistent poverty communities are included HOPE's comments and those of the Partners for Rural
Transformation to the Federal Reserve.®

3. Deploy funds in way that accounts for existing racial and economic disparities

Deployment of CARES Act funds, ranging from small business relief aid through the Paycheck Protection
Program, or the deployment of state-level Coronavirus Relief Funds to local governments, provide case
studies in ways in which COVID-relief funds repeated and reflected existing disparities in our region. As
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policy makers seek to deploy significant resources from the American Rescue Plan, or future
infrastructure spending, it is eritical to deploy funds though equitable means which close gaps.

As HOPE has engaged in pandemic recovery activities, specifically through the Small Business
Administration Paycheck Protection Program and the CARES Act, the organization has found itself on the
front line of using its capacity to ensure a more equitable distribution of the relief funds to communities
otherwise unable to access it. Lessons learned from working with both programs are outlined below.

Smeadl Business Administration Paycheck Protection Program

In the midst of the COVID-19 pandemic, the importance of CDFls with a track record of serving
communities hardest hit by this crisis is clear.” For example, in 2020, CDFIs in Mississippi and Louisiana
made seven times more small PPP loans {under $150,000) than the five largest banks, combined.®

As just one example, HOPE's experience as an MDI and Black-led CDFI deeply involved in PPP
demonstrates the importance of having such entities resourced at meaningful levels to service
businesses owned by people of color. Between April 2020 and April 2021, HOPE has funded 4,000 PPP
loans in the South, deploying over $110 million in forgivable loans and supporting over 12,600 jobs.
Nearly 60% — $64 million - flowed to Southern counties where the majority of residents are people of
color, with a median loan amount of $14,200. Of our PPP lending in rural communities, over 60% of the
volume went to communities of color. One-third of HOPE's PPP loan volume flowed to persistent
poverty counties.

On numerous occasions, HOPE was contacted by Black-owned businesses and rural nonprofit
organizations that had approached mainstream financial institutions offering PPP loans only to learn
that they would not be served. For example, a Boys and Girls Club in a rural, persistent poverty county in
Alabama found itself in the position on having to lay off 13 employees in response to the first shut down
in 2020. As Round | of PPP rolled out, the organization put in an application with a large bank —which did
not respond to the application, The Boys and Girls Club then went to a local community bank to apply
for assistance, The bank, one of only three in the community, shared that it would not help any
organizations with which it did not have an existing relationship. HOPE ultimately funded the loan and
the employees were able to be retained.

These stories were a constant narrative during our PPP lending process, an extension of a banking
system that has historically failed to serve communities of color and low-income communities with the
same attention as others.

In a December 2020 survey of HOPE's PPP borrowers, more than one in three borrowers (36%) decided
to take a PPP loan with HOPE because they lacked another option or were declined by another bank. In
the words of one member, “At one bank, ‘I got the run around and [they] told me | had to reapply. They
“blew me off."**

Even with access to the program, many HOPE borrowers still did not receive full its full benefits, One
significant barrier was the use of net profit/loss, rather than gross income, to underwrite loans to small
businesses that use Schedule C. This resulted in artificially low PPP loan amounts for small businesses in
our region. HOPE is thankful for the recent solution enacted by the Small Business Administration to
allow PPP horrowers whose funds are funded after March 3, 2020 to utilize gross income and thus
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benefit from larger PPP loan amounts.”” However, inequity persists. In the December 2020, Consolidate
Appropriations Act, Congress made such as change retroactive for certain ranchers and farmers, but not
for other small businesses.” The lack of parallel retroactivity for borrowers’ like HOPE's - small business
of color in the Deep South — disparities in access to necessary relief funds remain and will reverberate
for years. About half - over 1,300 of our 2020 PPP portfolio were independent contractors, sole
proprietors, or gig workers — so very likely Schedule C borrowers. Many had loans well under $10,000.
Currently, HOPE is receiving several calls a week from borrowers who received a 2020 PPP loan or a fully
funded loan this year before March 3 is asking to see if they can benefit from the Schedule C solution,
and we have to tell them they cannot. As just one example, for a 2020 borrower last year who recently
called, if she had been able to use gross income, it would have increased her loan by $10,000. This
experience also provides an important lesson for future efforts: to ensure the smallest businesses have
full and fair access to future investments, and that gaps in this program underscore the need for more
support for those underserved by it.

The PPP served as a lifeline for many of HOPE's PPP horrowers with 50% saying they would have ‘closed
down’ without assistance.* One borrower predicted what might have happened if he had not received a
PPP loan: “[I] probably would be put out of business, would not have been able to catch up with rent. |
would probably be homeless as well.” The significance of the PPP funds to the businesses that received
assistance underscores the importance of supporting the future needs of those who could not access it,
as well as those that did not receive the full benefits of it due to its structural design flaws.

Coronavirus Relief Aid to Local Governments in the Deep South

The challenges encountered in the deployment of state-level CARES Act Funds serve as important
lessons learned, both for structuring programs in a more effective way in the future and underscoring
why rural persistent poverty areas, particularly communities of color, still need more resources to
recover from COVID-19. They are also particularly critical in the context of the trillions of dollars
allocated for recovery, for government agencies charged with the distribution of funds, to understand
the realities of small, rural communities to ensure the funds are actually accessible.

The programs created for the Deep South states for local governments were based on a reimbursement
model which made the funds difficult to access. As a result, small, rural towns in low-income
communities, such as those in the Delta regions of Louisiana and Mississippi, and the Alabama Black Belt
without pre-existing resources to purchase personal protective equipment (PPE) and other pandemic-
related response items were most affected.

In a recent analysis, the Hope Policy Institute reviewed the monies deployed to local governments in
Louisiana through this reimbursement model. It shows vast racial disparities in poor rural parishes.
Majority people of color parishes that are also rural and areas of persistent poverty received only a third
(31%) of the funding allocated, where as their white counterparts received 74% (Table 2)." In dollar
amounts, rural, persistent poverty, majority people of color parishes only received 6.9% of similarly
situated white counties.
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Table 2: Percent of CARES Act Local Government Relief by Amount Received Compared to Amount
Allocated and Requested by Persistent Poverty and Rural Parishes, by Race

Original Total Amount | % of Total % of
Allocationas | Received Req | | Allocati A
of 10/1/2020 Received | Requested
Received
Persistent Poverty, Rural, | $8,344,651 | $2,601911 | $8,132962 | 31% 32%
Majority People of Color
Parishes (5)
Persistent Poverty, Rural, $50,100,563 | $37,982,677 | $51,993,230 74% 73%
White Parishes (17)
Source: Hope Policy Institute and Power Coalition for Equity and Justice, “Racial Inequities in the
Distribution of Louisiana’s Coronavirus Relief Funds: A Report for Community Leaders”

Local governments in the Alabama Black Belt faced similar challenges in accessing funds through this
reimbursement model. This became a nearly insurmountable barrier for economically distressed cities
and towns in the Black Belt, which were also hard hit by COVID-19. HOPE and the Black Belt Community
Foundation avercame this barrier by setting up a revolving loan program, where the Foundation
advanced the towns up to $50,000, which was then repaid when the towns were reimbursed by the
state. Through this partnership, HOPE and the Black Belt Community Foundation, with the support of
philanthropic partners, channeled $1 million to 23 Black Belt communities. In one town, the relief made
available through this structure ($24,000) accounted for half its town budget, an amount that would
have been impossible to outlay for the purposes of seeking reimbursement. Even with this model in
place, eligible towns still did not receive all that was needed.

The experience and challenge of small towns accessing relief dollars through reimbursement requires
reconsideration. While states were not required to make these funds available on a reimbursement
basis, many chose to run the programs in this manner creating barriers for the least resourced
communities.

4. Build and preserve wealth in rural communities, particularly communities of color, through
homeownership and small business ownership

Homeownership

The vestiges of histaric patterns of discrimination and the work that still remains to ensure fair housing
opportunities are evident in the homeownership gaps between Black and white households in the Deep
South. Disparities persist at every stage: originations, denials, pricing, and foreclosures. In 2019, the
percent of loan originations for Black borrowers in Deep South states substantially trailed the percent of
population represented. In Mississippi, Black borrowers earning over $150,0000 experience a denial rate
(34%) that is higher than for white borrowers earning between $31,000 and $50,0000 (21%)."

In addition to fair lending concerns, there are particularly unique challenges in serving rural
communities, These not new, but ones consistently that have consistently plagued our region.
Challenges in the market include the need for small mortgage loans, overcoming barriers of student loan
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debt, people with thin credit or no credit files, the need for downpayment assistance, and tools to
preserve homeownership among those already owning a home. These challenges are further
exacerbated by the disconnect between the products and requirements of the GSEs and the needs of
our communities; one example includes ongoing difficulty obtaining appraisals that meet GSE
requirements, thus depriving potential homeowners of the benefits of the capital that other
communities can access.

HOPE fills these gaps and meets these challenges through products and practices designed to meet the
needs of our borrowers and communities. These approaches include manually underwriting loans,
considering nontraditional indicators of credit repayment history, and discounting deferred student
debt. In addition, we offer a 100% loan-to-value product, as many low-wage earners have the cash flow
for a monthly mortgage payment, but lack the ability to save for a down payment. Between 2007 and
2017, HOPE's overall portfolio grew by more than 600%, with the percentage of loans made to
borrowers of color increasing from 55% in 2007 to 81% in 2017, with a loss rate of only 0.26%. HOPE's
current mortgage portfolic is majority people of color, primarily Black borrowers. In 2020, 86% of HOPEs
mortgage loans went to minority borrowers and 83% were to first time homebuyers,

One of the strategies for advancing homeownership among people of color includes down payment
assistance programs. Between 2019 and 2020, through a NeighborWorks funded down payment
assistance program conducted in partnership with Wells Fargo, called NeighborhoodLIFT, HOPE provided
down payment grants of up to $10,000 to 257 Mississippians, a quarter of which were in rural
communities. Expansion in the availability of down payment assistance would significantly increase
access to homeownership in rural persistent poverty communities and communities of color.

The pandemic has taken a toll on HOPE's homeowners, Since the beginning of the pandemic, over a
quarter of HOPE's mortgage loan portfolio was placed in forbearance at some point. For context, in June
2020, the national rate of mortgages in forbearance was 8.55%." As of March 31, 2021, 13.6% of HOPE's
mortgage borrower are in forbearance or deferment, a sign of the continued economic struggles. While
HOPE's borrowers are in forbearance and deferment, HOPE continues to make escrow payments on
borrowers’ behalf. In the coming months, this will create worry both for borrowers and lenders, as
forbearance periods end and as borrowers still struggle to make ends meet. When payments resume,
spreading out the deferred payments and the escrow may lead to increased monthly payments.
Whether the region, the industry, and mortgage borrowers are able to transition with the necessary
resources and support will have significant impacts on the perseveration or loss of Black
homeownership.

As the U.S. Treasury deploys Homeownership Assistance Funds to the states, and the CDFI Fund deploys
its Rapid Response Program and Emergency Capital Investment Program, steps must be taken to ensure
resources reach the households hardest hit by the pandemic and the financial institutions that serve
them, Failure to do so may lead to a repeat of the harms of the Great Recession, which not only resulted
in the loss of billions of dollars of wealth from Black households and communities of color, but also in
the decline of minority-led financial institutions most closely tied to these communities.” At the same
time, as efforts are underway to support existing homeowners, significant new resources, such as down
payment assistance, must advance Black homeownership and homeownership in rural persistent
poverty communities.
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The challenges faced by small businesses accessing capital are present generally among small business in
our region. In Arkansas, for example, from 2017 to 2020, just 1.5% in SBA 7(a} loans went to Black
businesses, even though Black-owned businesses comprise 9% of businesses in the state.* Notably, over
60% of Black-owned businesses in Arkansas are owned by women, and are primarily located in lower-
income areas.® A 2019 outlines disparities in Arkansas minority entrepreneurs’ experiences in access to

capital (Table 3).

Table 3: Access to Capital for Minority Owners in Arkansas

Minority Entrepreneurs | White Entrepreneurs
Reliance on Personal Funds to Start Businesses 74% 57%
Denied for a Loan in Past 3 years 78% 45%
Felt Supported by Lending Institutions 50% 80%

Source: Arkansas Small Business Access to Capital Study

HOPE, and other CDFs committed to serving these regions, demonstrate ways to fill these gaps through
meeting the needs of these small businesses on a day-to-day business. This meant CDFls with these
experiences were well-positioned to meet the overwhelming needs for vital relief during COVID-19. For
example, in 2020, over 75% of HOPE's commercial and small business loans were to minority and

women owned businesses.

The long-existing disparities in access to capital, the impact of COVID-19, and disparate outcomes of PPP
should guide the implementation of the development of new policies and programs. For example, as the
Consumer Financial Protection Bureau moves to finalize small business fair lending rules under Section
1071 of the Dodd Frank Wall Street Reform and Consumer Protection Act, it must be implemented with
the recognition of current disparities in orcer to craft a final rule best positioned to help alleviate
them.* The Small Business Administration should increase the accessibility of its programs and products
to historically underserved businesses, as should banks. Increasing investments into CDFIs and MDIs
with track records of lending in diverse communities is another critical part of the strategy to increasing
capital to minority-owned businesses, particularly those in persistent poverty regions. Finally, as federal
dollars are deployed, such as through the renewed State Small Business Credit Initiative or state and
local government infrastructure projects, these significant sources of capital, if deployed equitably,
could fuel the growth of small businesses in the most economically distressed regions of the country.

Supporting small and minority-owned businesses is a critical part of the strategy for a robust and
equitable rural economy. Small businesses of color are more likely to employ people of color; as such
their growth is connected to reversing the COVID-19 related employment losses.™ Additionally, closing
the small business capital gap strengthens the vitality of the economy as a whole by serving as a
pathway to close the racial wealth gap. Growing and supporting Black entrepreneurs is key to building
wealth in Black communities. While white adults have 13 times the wealth of Black adults, the gap
closes to three to one when comparing the median wealth of white business owners to Black business
owners.* Ultimately, closing the racial wealth gap has the potential to increase the national Gross
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Domestic Product (GDP) between $1 and $1.5 trillion by 2028.

5. Strengthen consumer protections that prevent wealth stripping and build assets.

Despite the resilience of Deep South communities, extractive debt practices remain a significant factor
in the economic mobility of rural households in the Deep South. Rural communities are plagued with the
interconnectedness of low-incomes, and oppressive debt that reinforce cycles of inequity. Policy makers
must account for the pervasive racial and economic inequality, and prioritize protection from predatory
lending and debt-related abuses.

Payday and car title lenders strip away from $1.6 billion a year from the Deep South states, and $8
billion nationally.® This wealth-extraction can be curbed with federal and state laws, such as a 36% rate
cap and rules by the Consumer Financial Protection Bureau that ensures lenders assess a borrower’s
ability to repay these loans without defaulting or re-borrowing. As one example of the common stories
in our region: A 70-year old woman who relies on Social Security for her primary income was trapped in
$10,000 title loan on a car owned free and clear. The payments were $525/month where her monthly
income is $1,300. HOPE was able to get her out of this loan, which literally put hundreds of dollars back
into her pocket, and protected her car from being seized.

Though four of the five states in our region do not protect against the harms of these loans, the state of
Arkansas does. With its 17% rate cap, Arkansas saves its residents over $139 million a year annually.”
The benefits of Arkansas's law are documented in a recent report about how borrowers are faring
severa| years after the enforcement of the rate cap. As one person said, they are doing “[m]uch better
financially. You don’t continue to repeat the vicious cycle.”*® Unfortunately, Arkansas’ state law is being
undermined by a recent rule by the Officer of the Comptroller of the Currency {OCC) which facilitates
“rent-a-bank” arrangements between banks and online lenders to make loans at rates significantly
higher than allowed by state law.>” HOPE members have been trapped by loans facilitated by rent-a-
bank partnerships, putting their economic success in jeopardy and thus frustrating our mission to build
wealth among low-income communities and communities of color in the Deep South. ° For these
reasons, HOPE supports the Congressional Review Act resolution nullifying the OCC rule facilitating
these harmful loans which undermine the state laws and threaten the economic security of our region.

Other harmful debts are also pervasive in the communities we serve. Deep South rural communities
now have higher rates of student loan delinguency than rural communities elsewhere. Nationally, 17%
of rural student loan borrowers in are delinquent, but for each of the five Deep South statesit is 20% or
higher.®* In Mississippi, nearly one in four (24%) of rural student loan borrowers are delinquent, and 65%
of all student loan borrowers in the state live in rural communities. Medical debt is also of significant
concern to the borrowers in communities we serve, particularly in places like the Mississippi Delta.®
Finally, since 2009, debt imposed on people due to their interactions with the criminal justice system
has doubled in the last decade, to a staggering $4 billion.** As such, protections like student loan debt
forgiveness, discharging and reducing criminal justice debt, and protecting against abusive debt
collection practices are a necessary part of the equation for the economic recovery of the Deep South.
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Conclusion

People in rural areas know what solutions work best for their communities, and have consistently
demonstrated their capability of doing it, most often with significantly fewer resources than other
communities. CDFls with track records of reaching and working in partnership communities of color and
rural communities model solutions that work. With adequate resources supporting these institutions,
and increased commitment by others to do the same, it is possible to ensure prosperity and mability in
the most economically distressed communities in rural America.
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Good morning, Chairman Brown, Ranking Member Toomey, and Members of the
Committee. Thank you for holding this important hearing and inviting me to participate.
My name is Stacy Mitchell.  am the co-director of the Institute for Local Self-Reliance
(ILSR), a public interest research and advocacy organization. Since 1974, we've worked to
advance policies that disperse economic power and strengthen local communities.

Rural America is in crisis, and the gap between struggling rural towns and coastal
supercities is growing ever wider. Much of this distress stems from the concentration of
corporate and financial power, which is centralizing wealth in the hands of the few while
wiping out the independent businesses and well-paying jobs that are the foundation of
rural economies. Financial consolidation furthers this dynamic by starving rural
entrepreneurs of capital, while providing ample backing to the largest and most dominant
corporations. My statement begins with an examination of how monopoly power is
harming rural communities, It then looks at the role of the financial system in fueling
concentration and undermining independent businesses, Finally, I outline several policy
approaches to promote economic recovery and investment in rural communities.

1. Rural America is in Distress

One of the most striking and troubling trends that we've seen in our research in recent
years is the widening economic gap between different regions of the country. A few
“superstar” cities, mostly along the coasts, are prospering. Meanwhile much of the rest of
the country, including much of rural and small town America, is falling further behind. This
divergence began before the 2008 financial crisis, but it has grown more pronounced in the
years since. Today, rural communities lag behind on nearly every measure.

In rural America, good jobs are hard to come by. Many rural residents are struggling to
survive on jobs that are low-wage and insecure. And even then, there’s simply not enough
work. Between 2014 and 2018, more than 43 percent of rural counties experienced a net
decline in jobs, compared to just 16 percent of non-rural counties.! This lack of opportunity
has left many rural areas with a shrinking and aging population as people of prime working
age move away, further accelerating the downward economic spiral.

Many rural communities are suffering from a lack of critical infrastructure and services.
Nearly 40 percent of rural households did not have broadband Internet access in 2019.2

1 “Redefining Rural: Towards a Better Understanding of Geography, Demography, and Economy in America’s Rural
Places,” Economic Innovation Group, March 9, 2021.
“Digital Gap Between Rural and Nonrural America Persists,” Andrew Perrin, Pew Research Center, May 31, 2019
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Across rural communities, we're seeing the loss of grocery stores, pharmacies, and other
essential businesses. More than 100 rural hospitals have closed since 2013, forcing
residents in these communities to travel a median distance of 25 miles to obtain care.?
One-third of rural counties do not have a local bank, up from about 14 percent in 1995.4

The median household income is much lower in rural areas than in non-rural areas, and
people in rural communities are more likely to be living in poverty. On average, the poverty
rate in rural areas is nearly three percentage points higher than in non-rural areas While
this gap exists in every part of the country, it's worse in some regions, including the South,
where the rural poverty rate is a full five percentage points higher than the non-rural rate.5

We can't understand the struggles of rural America without contending with racial
inequality. One in five rural residents are people of color, and the fastest growing rural
populations are Native American, Asian, and Latino.” While rural communities of all kinds
are struggling, many of the most distressed rural communities ate those harmed by our
country’s history of racially discriminatory policies. More than 70 percent of rural Black
and Native American residents live in counties that are distressed or at risk, compared to
just over 40 percent of rural whites, according to the Economic Innovation Group.8

Layered onto the economic problems, many rural areas are also facing a health crisis.
Poverty and lack of opportunity have put rural residents more at risk of chronic diseases,
addiction, mental health disorders, and suicide.® Yet they have less access to health care
facilities and services than non-rural places.®

2. Concentrated Economic Power is Fueling Rural Decline

What's causing the crisis in rural communities? At the root of much of rural America’s
distress is the concentration of economic and financial power, Nearly every sector of the

3*Rural Hospital Closures: Affected Residents Had Reduced Access to Health Care Services,” U.S. Government
Accountability Office, January 21, 2021,

+]LSR analysis of bank data from the FDIC.

5 0p. cit. “Redefining Rural: Towards a Better Understanding of Geography, Demography, and Economy in America’s Rural
Places.”

6 Op. cit. “Redefining Rural: Towards a Better Understanding of Geography, Demography, and Economy in America’s Rural
Places.”

7"Debunking Three Myths about Rural America,” Urban [nstitute, October 30, 2020.

0p. cit. “Redefining Rural: Towards a Better Understanding of Geography, Demography, and Economy in America’s Rural
Places.”

9 "Chronic Disease in Rural America,” Rural Health Information Hub; “Substance Use and Misuse,” Rural Health
Information Hub; "Rural Mental Health," Rural Health Information Hub; “Suicide in Rural America,” U.S. Centers for
Disease Control.

10 “Rural America's Health Crisis Seizes States’ Attention,” Pew: Stateline, Jan. 31, 2020.
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economy has become dominated by a few large, powerful corporations. As these
corporations centralized control, they destroyed the ability of many rural communities to
sustain themselves. Across rural regions, locally owned businesses and banks have
shuttered. This has left many rural Americans at the mercy of distant corporations that
view their communities as expendable, nothing more than places they can mine for
revenue and cheap labor. It's not only the resulting economic hardship that is causing rural
despair. It is also this pervasive sense of powerlessness, lack of self-determination, and the
inability to imagine and bring about a better future.

Today’s extreme level of market concentration is not the product of inevitable forces. It's
the result of deliberate policy decisicns. Beginning in the 1980s, policymakers adopted a
radical change in the framework underpinning antitrust enforcement. Rather than focus on
maintaining robust competition by ensuting fair and open markets, enforcers began to
focus on the narrow goal of maximizing efficiency. Because big corporations were assumed
to be more efficient, the government began embracing mergers and giving large
corporations wide leeway to flex their market power and engage in monopolistic tactics
that had previously been blocked. This ideological shift in favor of consolidation affected
more than antitrust. It also led to othet major policy changes, including the dismantling of
Depression-era banking laws in the 1990s.

Concentration has harmed rural communities in several ways. In agricultural regions,
consolidation among big agribusiness corporations has dramatically reduced the number
of buyers for milk, meat, and other farm products.'! This has allowed a few dominant
players to drive down the prices that farmers and ranchers are paid. In the poultry
industry, for example, only three firms — Tyson’s Foods, Pilgrim’s Pride, and Sanderson
Farms — account for 60 percent of the market.!* As these big processors took over the
industry, they forced chicken farmers into a contract system that drives down what they're
paid while forcing them to take on more risk.” Farmers are not the only ones losing out:
Consolidation has led to lower wages and diminished health and safety protections for
people who work in slaughterhouses and other food processing facilities.! Research has
linked consolidation in agriculture to higher rates of crime, less civic participation, and
declining social cohesion in rural communities.!s

11 "The Food System: Concentration and Its Impacts,” Mary K. Hendrickson, Philip H. Howard, Emily M. Miller, and
Douglas H. Constance, November 19, 2020.

12 “The American Dream Deferred,” Senator Cory Booker, Brookings Institute, June 2018.

13 “The Rise of the Zombie Small Business,” Annie Lowrey, The Atlantic, September 4, 2018.

14 “Monopolies in Meat: Endangering Workers, Farmers, and Consumers,” The American Prospect, May 4, 2020;

15 “Top 5 broiler producers dominate US production,” Austin Alonzo, WattAgNet, June 2016; “The community effects of
industrialized farming: Social science research and challenges to incorporate farming laws,” Linda Lobac and Curtis
Stofferahn, Agriculture and Human Values, December 2007,
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Another consequence of market concentration is that it's led to plant closings and layoffs in
small towns as companies merge and consolidate their operations. The town of Eden, N.C,,
for example, lost its two main employers a few years ago when the world’s largest beer
brewer, Anheuser-Busch, closed the lacal brewery after acquiring SABMiller, and then Ball
Corp. shuttered its bottling plant after buying Rexam.!6

More closures and layoffs are on the way. The president of Goldman Sachs, John Waldron,
recently warned that an expected wave of mega-mergers in the coming months will cause
widespread job losses. These deals will be good for Goldman, but with big businesses
“locking to consolidate smaller companies,” he told investors, “Politicians are going to be
faced with the uncomfortable reality...that there's going to be more losses of jobs along the
way."t?

The Decline of Small Business

One of the most significant yet overlooked harms of concentration in rural America is the
decline of independent businesses. In the 1980s businesses with fewer than 100 employees
accounted for 40 percent of all business revenue nationwide. Today their share has fallen
to about 20 percent.® Although this decline has been underway for some time, it's
accelerated in the last decade. Since 2010, the United States has lost tens of thousands of
small retailers, distributors, manufacturers, construction firms, and more.2®

Small businesses are disappearing in every part of the country, but their loss is especially
damaging in rural communities, which depend more heavily on smaller businesses for jobs
and setvices. Indeed, businesses with fewer than 500 employees provide two-thirds of
rural jobs, and those with fewer than 50 employees provide 42 percent of rural jobs.20

The problem isn’t just that existing businesses are failing; it's also that fewer new
businesses are forming. Prior to the pandemic, the startup rate had fallen sharply
nationwide.2! The decline was especially steep in rural counties. According to research by
the Economic Innovation Group, in the recovery years after the financial crisis, the U.S.

16 “The Downsides of Efficiency,” The Atiantic, March 2, 2017,

17 "Goldman Warns of More Job Losses with Jumbo Mergers on the Rise," Bloomberg, October 16, 2020.

LSR calculation based on U.S. Economic Census data.

19 [LSR calculation based on U.S. Economic Census data.

20 “Why Main Streets are a Key Driver of Equitable Economic Recovery in Rural America,” Brookings Institute, December
1,2020.

21 “What's Driving the Decline in Firm Formation Rate: A Partial Explanation,” lan Hathaway & Robert Litan, Brookings
Institute, November 2014; “Dynamism in Retreat: Consequences for Regions, Markets, and Workers," Economic
Innovation Group, February 2017.
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created far fewer new businesses than it had in previous recoveries and more than half of
this new business growth was concentrated in just 20 large metropolitan counties.??
Meanwhile, 80 percent of rural counties with populations of fewer than 100,000
experienced a net decline in businesses.?

In small communities, the absence of locally owned businesses has profound consequences.
Starting a business has been a long-standing pathway to the middle class. Today that
pathway is increasingly blocked. The loss of small businesses has also made it harder for
working people to earn a decent living. Economists have found that a major reason that
incomes for most Americans haven't risen in decades is that there are too few companies
competing for their labor.2* Without competition, big corporations have outsized power to
hold down wages. This phenomenon is particularly pronounced in rural labor markets.5
It's left far too many people dependent on side hustles and gig jobs to put food on the table.

Research shows that locally owned small businesses recirculate a sizable share of their
revenue within the surrounding area, helping to strengthen the regional economy. They
tend to rely more on local and regional supply chains, buying many of the inputs and
services they need from nearby businesses. Independent grocery stores, for example,
source more of the food they carry from family farms and small producers, and rely on local
businesses for marketing, banking, and other services.?® In contrast, studies show that
about 85 percent of the dollars that flow into big chain stores like Walmart leave the
community.?”

As their local economies unravel, rural communities are increasingly governed and
exploited by outside forces, from agribusiness monopolies, to Wall Street banks, to dollar
store chains. This loss of local power and capacity has contributed to widespread anger and
despair. It's also taken a considerable toll on the social and civic fabric of rural
communities. The loss of local economic control “involves long-term social costs to the

2 “The New Map of Economic Growth and Recovery,” Economic Innovation Group, May 2016.

3 "Decline of Rural U.S. Businesses Contrasts with Prospering Cities,” Sam Fleming, The Financial Times, October 15,2018,
2 "Concentration in US Labor Markets: Evidence from Online Vacancy Data,"” Jose Azar, loana Elena Marinescu, Marshall
Steinbaum, Bledi Taska, 2018; “Antitrust Remedies for Labor Market Power," Suresh Naidu, Eric A. Posner and Eric Glen
Weyl, Harvard Law Review, December 10,2018,

25 “Why is Pay Lagging? Maybe Too Many Mergers in the Heartland," Noam Scheiber and Ben Casselman, New York Times,
January 25, 2018.

26 “Benefits of Hometown Grocery Stores Fact Sheet,” Center for E and C ity Devel Kansas State
University, 2019,

27 “Thinking Outside the Box: A Report on Independent Merchants and the Local Economy,” Civic Economics, Sept. 2009;
“Indie Impact Study Series: Salt Lake City, Utah,” Civic Economics, Aug. 2012.
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community, including lower civic involvement,” the scholar Richard Brunell has
concluded.®®

For along time, the story we told curselves about the decline of small businesses is that
they can't compete. We assume that large corporations are inherently better and more
effective. When an independent grocery store vanishes or a dairy farm goes bankrupt,
there’s a resigned sense that this is inevitable. But research by my organization and the
work of others has found that in many sectors, small businesses outperform their bigger
rivals, and deliver distinct benefits to their markets and industries that big companies do
not match.2?

The problem is not that small businesses can’t compete. It's that dominant corporations,
empowered by policies that tilt the playing field, are muscling them out and, in the process,
destroying the economic vitality and resilience of many small towns.

The Spread of Pharmacy Deserts

Take the case of independent pharmacies. According to research by Consumer Reports,
local pharmacies offer significantly lower drug prices on average than CVS, Walgreens,
Walmart, and other chains.*® They also provide better care, including more one-on-one
consultations with patients and help with adhering to life-saving regimes to manage
chronic illnesses such as diabetes.3* More than 70 percent of independent pharmacies
provide home delivery, a crucial service for the elderly and disabled, and most do it for
free.32

Independent pharmacies are especially crucial sources ofhealth care in rural communities,
many of which have been bypassed by chain pharmacies and lost hospitals and other
medical setvices to consolidation. Three-quarters of the nation’s 21,000 independent
pharmacies serve areas with a population of less than 50,000.3 One reason many rural

2 “The Social Costs of Mergers: Restoring Local Control as a Factor in Merger Policy,” Richard M. Brunell, 85 N.C. L. Rev.
149: 2006.

2 For example, see “Monopoly Power and the Decline of Small Business,” Stacy Mitchell, Institute for Local Self-Reliance,
August 10, 2016.

30 “Shop Around for Lower Drug Prices,” Lisa L. Gill, Consumer Reports, April 2018, “Finding the Right Pharmacy,”
Consumer Reports, January 2014.

31“Medication Use Dreps When Local Drugstores Close.” Carolyn Crist, Reuters, May 2019,

3¢ “NCPA 2018 Digest,” Leon Miches, PhD, Erin Holmes, PharmD, PhD, National Community Pharmacists Associatien,
November 2018

33“NCPA 2018 Digest,” Leon Michos, PhD, Erin Holmes, PharmD, PhD, National Community Pharmacists Association,
November 2018
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states have led the nation in Covid-19 vaccination rates is that local pharmacies have
outperformed the chains in getting their communities vaccinated.*

Despite their superior performance, many independent pharmacies have closed in recent
years and many more are on the brink of doing so. This has fed a troubling trend: a growing
number of rural communities are becoming “pharmacy deserts,” leaving residents without
the ability to pick up a prescription or consult with a pharmacist.®> In Ohio alone, more
than 400 local pharmacies have closed since 2013, many of them rural.3 A 2018 study
from the University of lowa found that over 600 rural communities that had at least one
retail pharmacy in 2003 had none 15 years later.¥

Why are local pharmacies losing ground? The problem has to do with giant, vertically
integrated health care corporations, including CVS Health, which not only compete with
independent pharmacies but also control how much they're reimbursed by insurers.
Through its pharmacy benefit management (PBM) division, CVS has been by cutting
reimbursement rates to independent pharmacies.*® In some states, CVS and other PBMs are
also using their control over insurance benefits to block patients from using local
pharmacies. As newspapers actoss the country have documented — including a stunning
multi-year investigative series by the Columbus Dispatch®® — these predatory practices are
forcing many independent pharmacies out of business. At the same time, CVS and other
chains have declined to open outlets in low-income rural areas; instead they expect people
in these communities to rely on inferior mail order services or drive long distances to
obtain their medications.**

Rural Food Deserts and the Threats Facing Small Town Grocery Stores

Independently owned grocery stores play a crucial role in rural communities. They help
ensure that people have access to fresh food in the low-population areas that grocery
chains generally ignore, especially those that are low-income and/or predominantly Black.
They also provide significant economic benefits. In Kansas, for example, the average
grocery store in very small towns (under 3,000 people) contributes $644,000 to the local

34“Small Pharmacies Beat Big Chains at Delivering Vaccines. Den't Look So Shocked,” Stacy Mitchell, The Washington Post,
February 5, 2021.

35 "The Growing Problem of Pharmacy Deserts,” Fred Gebhart, Drug Topics, September 24, 2019,

36 “Independently Owned Pharmacy Clesures in Rural America, 2003-2018,” Abiodun Salako, Fred Ullrich, and Keith .
Mueller, Rural Policy Brief, July 2018

37 "Update: Independently Owned Pharmacy Closures in Rural America, 2003-2018," Abiodun Salako, Fred Ullrich, Keith .
Mueller, University of lowa RUPRI Center for Rural Health Policy Analysis, July 2018,

34 “CVS Caremark Cut Payments to Pharmacies Amid $70 Billion Deal to Buy Aetna,” Marty Schladen and Lucas Sullivan,
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economy, employs 17 people, and generates 20 percent of local sales and property tax
dollars.#! Independent grocers also carry more locally produced foods than big
supermarket chains. This opens up distribution channels for local farmers and helps local
food companies startand grow.

Despite the important role they play, many independent grocery stores in rural areas are
struggling and many have closed their doors. Nationwide, 41 percent of all U.S. counties
lost local grocery stores between 2005 and 201542 In Minnesota, a recent survey found
that almost half of the state’s 235 rural grocers (those in towns under 2,500 people) fear
that they will go out of business within the next five years.* In Kansas and North Dakota,
roughly one-quarter of small-town grocers have closed in the last decade.** When a
community loses its grocery store, residents must travel to shop or rely on dollar stores
and convenience stores, which stock little or no fresh food and charge higher prices than
locally owned grocery stores.*s Losing the local grocery store can also trigger a downward
spiral of disinvestment and out-migration.

While there are many challenges facing rural grocery stores, these businesses report that
concentrated corporate power is a leading threat. In a recent white paper, the National
Grocers Association documented how big retailers, particularly Walmart, which controls 25
percent of the national grocery market, have used their power as dominant buyers to
demand that suppliers give them lower prices and preferable terms, while charging higher
prices to competing independent grocers.* During the pandemic, Walmart and Amazon
even compelled suppliers to give them priority access to high-demand items, which left
many rural grocery stores with bare shelves.#” “These problems disproportionately impact
rural communities and urban centers, which are more likely to be served by independent
grocers,” the paper concluded.

|
P
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Another threat to small grocers is the predatory expansion of the two dominant dollar
store chains, Dollar General and Dollar Tree, which owns Family Dollar. Although these
chains sometimes fill a need in places that lack basic retail services, evidence suggests
these stores are not merely a byproduct of economic distress; they are a cause of it.*¢ In
small towns, dollar stores are leading full-service grocery stores to close, yet most sell no
fresh vegetables, fruits, or meats.*” Reports from local grocers in numerous communities
suggest that it's typical for sales to drop by about 25 percent after a Dollar General opens.5
Thin margins in the grocery business mean that such a distuption is often enough to force
the local grocery store to close. Residents are left with the small selection of processed
foods sold at Dollar General, or they must travel to another town or city to buy their
groceries,

The dollar chains are capitalizing on the dire economic condition in rural America, much
like an invasive species advancing on a compromised ecosystem. Local grocers that
survived Walmart are now falling to Dollar General, leaving a growing number of rural
towns without access to fresh food. “This has become the number one challenge of grocery
stores,” says David Procter, an expert on community development and director of the Rural
Grocery Initiative at Kansas State University.5!

Digital Gatekeepers: Amazon’s Impact on Rural Businesses

The emergence of the Internet promised to give rural entrepreneurs and other small
businesses access to a vast world of customers and opportunities. But online commerce has
become controlled by a single powerful gatekeeper. Amazon captures nearly two-thirds of
online product search and shopping traffic. It gained this dominant position in large part by
exploiting the weaknesses in antitrust enforcement introduced in the 1980s. One notable
example involved predatory pricing. Backed by Wall Street investors anticipating future
monopoly profits, Amazon sold entire categories of goods, including books and shoes, at a
loss until smaller competitors, lacking the resources to sustain similar losses, folded up.5

Asa result of Amazon’s monopoly power, independent businesses have little choice but to
sell on its site if they want to reach much of the online market. But doing so puts them at

4 "Dollar Stores are Targeting Struggling Urban Neighborhoods and Small Towns. One Community is Showing How to
Fight Back,” Institute for Local Self-Reliance, December 6, 2018; "How Dollar Stores Became Magnets for Crime and
Killing," Alec MacGillis, ProPublica, co-published with the ¥ew Yorker, June 29, 2020.
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50 Op. cit. “Dollar Stores are Targeting Struggling Urban Neighborhoods and Small Towns. One Community is Showing
How to Fight Back.”
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the mercy Amazon’s predatory tactics and high fees. Amazon has a well-documented track-
record of appropriating the proprietary data of third-party sellers and using it to compete
against them by creating knock-off versions of their best-selling products.>® Moreover,
Amazon has used its gatekeeper power to keep a growing cut of sellers’ revenue through
the fees it charges. In 2019, Amazon'’s fees amounted to an average of 30 percent of each
sale made by independent sellers on its site, up from 19 percent in 2014.5*

Asa consequence of these predatory tactics, most independent businesses are struggling to
succeed online. Only 11 percent of small firms selling in the Amazon Marketplace say the
experience has been successful; the rest are losing money.5 Today, U.S.-based small
businesses represent a shrinking share of the third-party sellers on Amazon’s platform;
about half of these sellers are based overseas 56

While e-commerce holds enormous promise for rural communities, as long as this market
is dominated by an all-powerful gatekeeper, the growth of online spending will continue to
erode small-town economies while centralizing wealth in the hands of Amazon.

3. Financial Consolidation is Fueling Market Concentration and Depriving Rural
Communities of Capital and Investment

Failed antitrust policies are one of the main drivers of rural distress. Another root cause is
financial concentration. Today's highly concentrated financial system channels most of the
country’s available capital to the biggest corporations, which are awash in low-cost equity
and debt financing. Wall Street also drives merger activity and generates significant profits
from it. The top five banks pocketed nearly $20 billion in deal fees during the first nine
months of 2020, as merger volume soared to over $1 trillion.5”

Meanwhile, our banking system is depriving independent entrepreneurs, farmers, small-
scale developers, and others of the financing they need. In 2010, banks held $721 billion in
loans to small businesses (adjusted to 2018 dollars). By 2018, their small business loan
balances had fallen to $635 billion.’® Surveys by the Federal Reserve show that many

53" Amazon Scooped Up Data From Its Own Sellers to Launch Competing Products,” Dana Mattioli, Wail Street Journal,
April 23, 2020.
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entrepreneurs are struggling to obtain the capital they need to start and grow their
businesses.5 Many resort to high-cost online loans or credit cards, which puts them at a
much higher risk of failing. The problem is particularly acute for minority-owned
businesses and those in rural communities. In the past five years, only 23 percent of Black-
owned businesses were able to access credit from a bank, compared to 46 percent of white-
owned businesses.®” And an analysis by the Wall Street Journal found, “The value of small
loans to businesses in rural U.S. communities peaked in 2004 and is less than half what it
was then in the same communities, when adjusted for inflation."s!

This problem is structural: big banks do relatively little small business lending and, as they
take over more of the industry, the amount of capital available for small businesses is
shrinking. The largest four banks — Bank of America, Citi, JP Morgan Chase, and Wells
Fargo — control 41 percent of banking assets but provide just 16 percent of small business
lending, Community banks (under $10 billion in assets) hold only 17 percent of banking
assets, but they supply 46 percent of all bank lending to small businesses.

One reason big banks avoid small business lending is that they lack access to the rich trove
of “soft” information that community banks rely on in order to make these loans
successfully. Community banks (and CDFls and credit unions) get to know their borrowers,
and they are deeply immersed in and knowledgeable about the local market. This enables
them to extend loans to small businesses on the basis of factors that aren’t readily
quantified (while judging correctly that the loan will be paid back). In contrast, big banks
are operating at a national or global scale that leaves them blind to this kind of local
information.

As community banks disappear, small businesses are increasingly starved for capital. This
can be traced to the fundamental changes in banking policy that Congress enacted in the
1990s. Those changes triggered decades of consclidation and a sharp decline in community
banks and credit unions. In 1994, there were about 12,500 community banks and they
controlled 50 petcent of the industry's assets, By 2006, their numbers had fallen to 8,600
and their share of the market to about 24 percent. Since then, their decline has only
continued. Between 2006 and 2018, the country lost a staggering 41 percent of its

9 “Small Business Credit Survey,” Federal Reserve, 2020.

& “Why Some Black-Owned U.S. Businesses Are Hardest Hit by Coronavirus Shutdowns,” Reuters, The New York Times,
June 2020,
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community banks. Today, there are just over 5,000 community banks and their market
share stands at 17 percent.53

This stunning decline should be treated as a national crisis. Its effects have been
catastrophic for the nation’s small businesses and rural communities. Today, nearly 1,100
counties, more than one-third of the total, lack a community bank, up from about 650
counties in 2006. Most of these counties are rural, and the data show that counties with a
larger share of African Americans have been especially hard hit by these losses.®*

Losing community banks means we are losing crucial institutions of economic growth,
stability, and prosperity, especially in rural America, People often say that the problem of
banking consolidation is that we have created banks that are “too big to fail.” But the
deeper, more debilitating consequence is that these banks are too big to succeed. They are
too big to succeed at making the kinds of loans that our communities need in order to grow
and prosper. Our banking system is dominated by institutions that, by virtue of their vast
scale, are fundamentally mismatched to the needs of the real economy.

All of this was dramatically lllustrated last year with the rollout of the Paycheck Protection
Program (PPP). In some states, far more small businesses were able to secure relief loans
than in others. What accounted for the difference? We analyzed the data and found a strong
correlation between the number of loans issued in a state and the presence of community
banks.% As the graph on the final page of my testimony shows, more loans were made in
states where local community banks constitute a larger share of the market. By contrast,
businesses located in places where the banking sector is dominated by big banks were
much less likely to get relief.

The difference was stark. In North Dakota, where, owing to an unusual state policy,
community banks are numerous and account for more than 80 percent of the market,
nearly 19,000 small business relief loans were issued, or about 2,500 loans per 100,000
residents, At the other end of the spectrum, fewer than half as many small businesses per
capita in states such as Arizona and Nevada succeeded in getting a relief loan. In these
states, local banks are relatively rare and account for only a small sliver of the market.

6 [nstitute for Local Self-Reliance analysis of data from the Federal Deposit Insurance Corperation (FDIC) and the
National Credit Union Administration (NCUA).
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Our findings align with dozens of news accounts about the extraordinary efforts of
community banks (as well as CDFls and credit unions) to assist small businesses, while the
biggest banks put up roadblocks and channeled relief dollars to high-net-worth clients.%

It's important to recognize that this dynamic didn't just play out during the pandemic. It's
at work all the time. Research has linked a lack of community banks to fewer business
startups, fewer firms in operation, and fewer new jobs.5” Research shows that in both
urban and rural places, where there is a strong community bank presence, there tends to
be more robust economic growth.t8

Consolidation in banking is thus reproducing and amplifying concentration across the
economy, with especially harmful impacts in rural regions, communities of color, and low-
income areas.

4. Policy Solutions

One crucial answer to the crisis in much of rural America is that we must restore the
original purpose and vigor of our antitrust policies and break up monopolies, including
Amazon. The Senate Judiciary Committee has held hearings to examine the state of
antitrust policy and begun to consider legislation, including a bill by Senator Amy
Klobuchar that would represent a substantial first step toward reform. Last year, the House
Judiciary Committee completed a historic, 15-month investigation of monopoly power and
produced a report outlining policy proposals. These proposals, which the Institute for Local
Self-Reliance strongly supports, would lead to a more prosperous, equitable, and dynamic
economy. The Committee is expected to consider bills based on these proposals in the
coming weeks.

The other crucial answer to rural distress is that Congress needs to fundamentally
restructure the banking system to create more local financial institutions and reduce the
size and market dominance of the megabanks. We believe the following policy approaches
are essential:
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Break up hanking concentration.
Congress can do this by enacting market share caps and adopting structural separations
that would limit insured banks from engaging in speculative investment activity.

Support the establishment of public banks at the local and state levels.

Congress should enact legislation along the lines of Public Banking Act (H.R.8721) to
facilitate the formation of public banks by cities and states. As the experience of the Bank of
North Dakota (BND) has shown, public banks greatly expand the volume of lending flowing
to small businesses, in part by strengthening community banks and credit unions. North
Dakota has four times as many local banks per capita as the national average in large part
because of the role that BND plays in strengthening the state’s local financial institutions
and expanding their lending capacity. As a result, the volume of small business lending per
capita in North Dakota is significantly higher than the national average,

Implement postal banking.

Congress should enact a Postal Banking program that ensures banking services are
available to low-income households in rural and urban communities. With 90 percent of
the zip codes lacking a bank or credit union in rural areas, a postal banking program would
expand access to low-cost banking services and safeguard rural households from predatory
financial services.

Enact protections for small business borrowers.

Congress should extend consumer lending protections for small business borrowers,
ensuring that they receive clear and accurate information and are not subject to predatory
fees and practices, particularly in dealing with online lenders.

Ensure that fintech and other online lenders are subject to the same regulatory
oversight as banks.

Congress and regulators should not allow fintech lenders to have a regulatory advantage
over community banks. Many of these lenders charge exorbitant interest rates and are an
unstable source of capital for small businesses, especially during economic downtutns.

Strengthen hank merger review.

Wall Street anticipates 2021 will be a big year for bank mergers. When Congress passed S.
2155 in 2017 directing the Federal Reserve to ease regulatory requirements for large
regional banks up to $250 billion in assets, experts said the likely effect would be more
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consolidation among community banks.5® Two years later, the merger between BB&T and
SunTrust created the eighth largest bank in the country. To reverse this course, Congress
and the regulators must stop weakening the rules that govern big banks. Furthermore,
federal banking agencies and the Department of Justice (DOJ) should strengthen their bank
merger policies to block further consolidation in the financial sector.’®

Investigate the sharp drop-off in new bank formation.

The number of community banks has declined shatply in the last decade. A significant
share of the decline is owed to the fact that virtually no new banks have been created since
2009. Between 2004 and 2008, before the financial crisis, an average of about 300
commercial banks disappeared each year, mostly as a result of acquisitions. But these
losses were offset by the creation of 146 new banks each year on average.” Congress
should conduct an investigation of the drivers behind the sharp decline in new bank
formation and identify the reforms needed.

Increase funding for Healthy Food Financing Initiatives

Recognizing the financing challenges faced by grocery stores, states like Pennsylvania, as
well as the federal government, have established Healthy Food Financing Initiatives to
provide grant and loan funds to support the development and expansion of grocery stores
in underserved rural and urban communities. These programs have been a critical source
of capital for the independent gracers that rural communities depend on. Congress should
look to expand these programs.

& “SunTrust-BB&T Merger: Deregulatien is Encouraging the Creation of Regienal Megabanks,” Americans for Financial
Reform, Feb 15,2019,
0 See: https:/ fwww.ficgov/system /files/documents

comment doj banking merger g 111detir;cs pdf
71“Number of New Banks Created by Year, 1993 to 2018,” the Institute for Local Self-Reliance, 2018.
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More PPP Loans Have Been Made in States where
Small Local Banks Have a Bigger Share of the Market
(Updated with Data as of June 6, 2020)
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PREPARED STATEMENT OF MARCIA ERICKSON
CHIEF EXECUTIVE OFFICER, GROW SOUTH DAKOTA

APRIL 20, 2021

Thank you Chairman Brown, Ranking Member Toomey, Senator Rounds from
South Dakota, and Members of the Committee. My name is Marcia Erickson, Chief
Executive Officer for GROW South Dakota. I started my career over 30 years ago
working at GROW South Dakota and have been the Chief Executive Officer for
more than half of that time. I carry a Master of Science Degree in Community Eco-
nomic Development from Southern New Hampshire University. I'm also a graduate
of Achieving Excellence in Community Development from Harvard’s Kennedy School
of Government. Some of my current affiliations are: National NeighborWorks Asso-
ciation Board President, Rural Local Initiative Support Corporation Rural Advisory
Committee, Small Business Development Center Advisory Board (South Dakota),
South Dakota Community Action Partnership, and NeighborWorks America Rural
Advisory Committee. Past affiliations include Chair of the Federal Home Loan Bank
Advisory Council, Langford Area Community Foundation Advisory Board Member
and Founder, and Marshall County Healthcare Board Chair.

My testimony draws on all of these experiences and a diverse set of programs de-
livered by GROW South Dakota. GROW South Dakota is a statewide organization
that provides several Federal, State, and local programs through three separate pri-
vate nonprofit organizations under our branding umbrella. We assist South Dakota
residents and communities in the areas of community, housing, and economic devel-
opment. GROW South Dakota is a certified Community Development Financial In-
stitution (CDFI), Community Action Agency, an exemplary rated member of
NeighborWorks America, a member of the Rural Local Initiatives Support Corpora-
tion, an Opportunity Finance Network member, and we administer a Small Busi-
ness Development Center.

I provide my testimony today on the state of the rural economy including chal-
lenges of rural communities with regards to housing, access to capital, community
development, the role of mission-based community lenders, and challenges in under-
served communities. I would like to share with the Committee some of the issues
that are critical to our agency and the rural economy.

Housing

Housing is the foundation of success and is an essential and vital part of our rural
communities across the country. During the pandemic, housing became even more
sacred than ever before. People in rural communities, across our very rural State
and this country, continue to express a need for housing. Housing needs that are
requested from residents regularly are home improvements for the aging housing,
infrastructure, senior housing, long-term care facilities, rental development and ren-
ovation, single-family development, downpayment assistance programs, and removal
of blighted property.

Rural America has an aging housing stock that is in desperate need of repair and
rehabilitation. As an example, GROW SD provides home improvement programs in
eastern South Dakota. We currently have a waiting list with over 140 nonpriority
households waiting for home repair or rehabilitation. If we continue with the cur-
rent priority categories identified by program regulations as seniors or disabled
households, at best, we will only able to reach approximately 14 nonpriority house-
holds per year. This translates into a wait time approaching 10 years to address
deteriorating housing stock, adversely affecting the housing market for low-income
households and the community in general.

Rural and Native American communities are both challenged to secure flexible
capital to meet the needs for affordable, quality, and safe housing stock. Gap financ-
ing for home ownership is needed as the cost to build is higher, and continues to
rise, and Native lands and rural areas are negatively affected by the difference be-
tween the appraised value and the actual costs. Higher costs are partially due to
the fact that contractors often need to travel to rural and tribal areas due to the
lack of contractors in these areas. To further impact this issue, the cost to construct,
repair or renovate properties is approximately 10 percent—-30 percent higher, or
more, than last year for the same construction materials and supplies. Local lumber
yards have further indicated lumber is approximately double, sheet goods have tri-
pled, and material availability is very tight on many products. Materials are also
being delayed due to supply chain issues, adding to the increased costs of construc-
tion and renovation According to the Board of Governors of the Federal Reserve Sys-
tem, 2021, there are widespread supply chain disruptions. The report further cited,
“Sustained high demand and tight supply of single-family homes further pushed up
prices, and builders noted ongoing production challenges, including rising costs. Cost
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increases were partly attributed to ongoing supply chain disruptions, temporarily
exacerbated in some cases by winter weather events. Contacts generally expect con-
tinued price increases in the near term.”

Across rural communities there is a shortage of housing stock and increased costs
and material availability making it even more difficult to address this challenge.
Homes that are available either need substantial renovation or are increasingly
more expensive and out of reach for many in our community. The needed repairs
and renovations include electrical, plumbing, energy efficiencies, shingles, and ad-
dressing issues of safety. The costs to provide these updates often exceed the valu-
ation of the property leading lenders to deny loan funds to address these issues. As
a result, housing stock is often left vacant or remains severely deteriorated. The
lack of housing and affordable reliable broadband contributes to the lack of work-
force for our small communities. The shortage of housing stock cannot be addressed
without an injection of capital to construct housing that is affordable or to complete
needed repairs and renovations on the homes that do exist. Home ownership on Na-
tive lands and in rural areas is also challenging. The COVID-19 pandemic has
brought to light many underlying housing issues especially in South Dakota’s Na-
tive communities. Overcrowded and substandard conditions have exacerbated the
impact of the virus. The number of appraisers available, especially in Native Amer-
ican areas, is also very limited. Promoting housing stability through appraisal ap-
prenticeships and construction internships may be part of the solution.

To further address home ownership rates on Native lands, a loss mitigation risk
pool needs to be considered. Most tribal ordinances in South Dakota provide the
right of first refusal to tribes to purchase units with mortgages that are in default
or otherwise at risk of foreclosure. This early intervention strategy is underutilized
by tribes due to a lack of resources to finance the purchase of the unit at risk. One
model utilized by the Sisseton Wahpeton Oyate tribe is a risk pool of funds to miti-
gate the property disposition risk that lenders encounter with tribal borrowers.

Another solution to the housing challenges in rural America would be to provide
funding to proven, reliable, and accountable nonprofits such as NeighborWorks
America, the Community Development Financial Institutions Fund, and other na-
tional established and proven entities in order to provide access to capital through
their established networks. The key is to provide the capital with flexibility in mind
to get the funds working in our communities as quickly and efficiently as possible
in order to better address the unique needs of the rural economy.

Mission-Based Lenders

Mission-based community lenders, such as Community Development Financial In-
stitutions, play a critical role in reaching underserved and rural markets. These or-
ganizations are the frontline servicers that already have established a presence in
rural communities. Because of the vast amount of programming that mission-based
lenders have, they are a known resource in rural areas. Mission lenders are flexible
in meeting communities’ needs and providing financing where traditional lenders
are unable. Along with making capital accessible to underserved populations and
persistent poverty areas, mission lenders often pair capital loans with technical as-
sistance, counseling to coach individuals on their small business, and provide need-
ed housing counseling.

Policy Recommendations Mission-Based Lenders

Policy change is needed to shape the course for housing, rural business develop-
ment, and access to capital for our rural communities.

The Community Development Financial Institution Fund provides opportunities
to access lending capital for both housing and business. One challenge of CDFI
funding, especially in rural markets that lack access to private funding sources, is
the requirement of non-Fderal match. Currently, there is not a match requirement
for Native CDFIs which we fully support and hope will continue into the future.
However, it remains a challenge for all organizations in rural markets to meet the
non-Federal match. We recommend that CDFI temporarily, if not permanently, lift
the match requirement or reduce the match requirements to 50 percent for all
CDFTs, especially in rural markets. Additionally, the $1 million maximum Financial
Assistance award should be increased to $2 million or greater with additional flexi-
bility in the CDFI objectives described as an increase in the volume of financial
products or services, expansion into a new geographic area, new financial product
or service, new development service, or new targeted area. These changes will lead
to increased impact in our communities and communities across the country.

The USDA Rural Development Intermediary Relending Program (IRP) is an excel-
lent resource for low-interest loan capital to relend to businesses throughout rural
America. This program also has non-Federal match requirements in order to have
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a successful scoring application. These match funds continue to be restricted until
the full loan is repaid to USDA Rural Development (30-year term). Even though reg-
ular principal and interest payments are made to Rural Development by the inter-
mediary, the full match must remain restricted. Match funds should be released
pro-rata with the debt as it is paid down with Rural Development consistent with
loan amortization schedules. By keeping non-Federal match funds restricted for 30
years,lit limits the leveraging power for rural agencies to access additional flexible
capital.

The IRP program also restricts the maximum dollar amount per business loan.
We support the proposed change of the maximum dollar amount per loan that an
intermediary may lend to a project be increased to $400,000. The costs to start up
or purchase a business in rural America has increased over time but the maximum
loan limitation using IRP funding has not increased for several years. IRP funds
should also be considered for intermediary lending of first mortgage loans. Mission-
based lenders in rural America need long-term capital to address financing gaps in
first mortgage lending..

The Small Business Administration (SBA) Microloan Program assists women, peo-
ple who are low-income, veterans, minority entrepreneurs, and other small busi-
nesses in need of financing in amounts of $50,000 or less in conjunction with busi-
ness technical assistance. This program provides low-interest loans to organizations
to relend to businesses. It also provides a technical assistance grant to the inter-
mediary to help businesses both pre and post-loan. Currently, SBA has waived the
requirement on the percentage of preloan training and technical assistance (not
more than 50 percent of grant funds) versus postloan training and technical assist-
ance provided to borrowers. This is the type of flexibility that is needed to better
assist businesses seeking to start up or expand. This waiver should be implemented
permanently in regulations.

Due to the pandemic, SBA provided existing borrowers funded with SBA loan cap-
ital payment assistance. The first round included all borrowers, but the second
round of CARES Act Section 1112 debt relief payments is confusing as borrowers
with microloans were categorized for payments based on when their loans were
closed. Loans closed before March 27, 2020, received up to a certain number of pay-
ments; loans made from March 28, 2020, through January 31, 2021, received no
payment assistance; and those loans made after February 1, 2021, receive a dif-
ferent amount of payment assistance. It would have reduced administrative costs if
it would have included all borrowers regardless of the date closed. Loans that are
made under USDA Rural Development Intermediary Relending Program or the
Rural Microentrepreneur Assistance Program did not receive any payment assist-
ance although these, too, are federally funded loan programs.

Policy Recommendations Housing

Consideration should be given to modify or simplify the HOME Investment Part-
nership Program funding regulations. The costs to bring a home to HUD quality
standards often exceeds the maximum limits. Additionally, the contractor require-
ments of the Davis—Bacon Act are challenging. Most small contractors do not have
the administrative staff to track the reporting requirements on these jobs. Payroll
needs to be certified by job and county prevailing wage every week. HOME also re-
quires SAM.gov registration. Contractors, especially smaller contractors, have dif-
ficulty navigating the system and getting registered. We understand this require-
ment will not go away, however, we recommend that SAM.gov improve the registra-
tion process.

HOME multifamily compliance requirements are not aligned with other programs.
Consistency across the board would be beneficial. For instance, USDA uses adjusted
income for individuals and HOME uses gross income. Approval for rent level
changes, even if they are within the HUD limits, is required.

The Department of Energy Weatherization Assistance Program is needed to im-
prove energy efficiency and safety concerns in homes. However, regulations have
alga&n made it difficult to administer. A few examples with recommendations in-
clude:

1. Currently, there is a separate certification required for DOE Weatherization
Auditor and Quality Control Inspector (QCI) certifications. The Auditor/QCI
should be one certification as the trainings and tests are very similar. We also
recommend that testing for an inspector to remain certified be increased from
3 years to 5 years as long as staff remain current with Continuing Education
Units.

2. If the home is in need of electrical wiring replacement, it limits the weatheriza-
tion measures that can be installed on the home. We recommend allowing elec-
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trical wiring replacement and other essential home repairs under DOE if it
prevents weatherization from being completed.

3. Department of Energy Weatherization Assistance Program does not allow a
change of fuel sources for heating systems. Often homeowners ask to change
to a different heating source/system. Oil furnaces are currently difficult to pur-
chase and not many HVAC contractors service or install them anymore. A
change to allow a new fuel source for heating systems is recommended.

As a provider of programs and services addressing Native and rural needs, I
strongly support needed increases of funding and regulatory changes to address the
needs of housing and access to capital in our communities, in South Dakota and
across our country. Let’s build, rebuild, and address the lack of quality housing for
all. Housing is infrastructure. Access to capital for both housing and mission-based
lending through flexible and accountable entities is needed. I urge this Committee
to initiate and support large-scale investments into housing and support mission-
based lenders to help our communities and economy grow for decades to come.

Thank you for the opportunity to testify on the needs and challenges we face in
rural communities.

Work Cited

Federal Reserve District. “The Beige Book: Summary of Commentary on Current
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2021, www.federalreserve.gov [ monetarypolicy | beigebook202104.htm.
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Introduction

Good morning, Mr. Chairman and Members of the Committee. My name is Affie
Ellis and I am State Senator from Laramie County, Wyoming. It is a pleasure and
honor to appear before you today. Thank you for inviting me to testify on the topic
of our country’s economy and the importance of investing in rural communities.

Wyoming is one of the largest land-based States, though we are the least popu-
lated State in the country with fewer than 600,000 residents. As you talk about
rural, even frontier, communities, it’s more than appropriate to focus on a place like
Wyoming. Though we are small, we are mighty in the sense that we power America.
According to the U.S. Energy Information Administration,! Wyoming produces 14
times more energy than it consumes, and it is the biggest net energy supplier
among the States. Wyoming has been the top coal-producing State since 1986, ac-
counting for about 39 percent of all coal mined in the United States in 2019, and
the State holds more than one-third of U.S. coal reserves at producing mines. In
2018 Wyoming’s coal mining industry provided 5,534 jobs and delivered nearly $680
million to State and local governments.2 Wyoming was the eighth-largest crude oil-
producing State in the Nation in 2020, accounting for slightly more than 2 percent
of U.S. total crude oil output. The State was the ninth-largest natural gas producer
and accounted for almost 4 percent of U.S. marketed gas production. Of particular
note, in 2020 and numerous preceding years, Wyoming has ranked first in the Na-
tion for natural gas production on Federal lands and second in oil production on
Federal lands.3 In 2019, the oil and gas industry delivered $1.67 billion to State
and local governments and employed 19,416 people. Additionally, wind power in
Wyoming has more than doubled in the last 20 years and accounted for 12 percent
of the State’s electricity net generation in 2020. The State installed the third-largest
amount of wind power generating capacity in 2020, after Texas and Iowa. As I said,
we are a small, but mighty State powering America.

Before I talk in greater detail about Wyoming’s energy economy and how it sup-
ports the services Wyoming provides to its citizens, including funding K-12 edu-
cation, let me introduce myself. I grew up in Wyoming. I'm proud of my State and
thankful for all the opportunities it provided me. My parents are both Navajo and
they grew up on the Navajo Reservation located in the Four Corners area of Ari-
zona, New Mexico, Colorado, and Utah. Starting in the late 1800s and through
much of the 1900s, our country developed policies to assimilate native children into

1U.S. Energy Information Administration.
2Wyoming Infrastructure Authority.
3U.S. Department of Agriculture, Office of Natural Resources Revenue.
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the dominant non-Indian culture. Both of my parents, for example, attended board-
ing schools on the Reservation and eventually they were sent to the Intermountain
Indian School in Brigham City, UT. My dad’s father was a renowned Navajo silver-
smith, so my dad was taught to weld. My mom learned general home economics.
When they graduated in the mid-1950s, my dad found a job working as a welder
in Jackson Hole, Wyoming, where he and my mom started our family. My dad even-
tually started his own welding shop, which he continues to run today in his 80s,
and my mom, who passed at the age of 83 just a few years ago, worked in a dry-
cleaner Monday through Friday and cleaned motel rooms on the weekends. I am the
youngest of four children and much of my childhood involved enjoying the beautiful
outdoors of this special place and working with my mom cleaning motel rooms.

Wyoming provided me with so many opportunities. I was the first in my family
to attend college through a substantial scholarship from the University of Wyoming.
I eventually earned my law degree and I currently practice in the area of energy,
natural resources, and Federal Indian law. My husband and I have three children
who all attend public schools in Cheyenne. I don’t know how it is in other States,
but I appreciate that Wyoming affords people like me, who come from humble and
hardworking families, the chance to serve in our Legislature and testify before all
of you today.

Wyoming Is an Energy Producing State

I decided to run for the Wyoming Senate in 2016 to give back to a State that has
given me so much and ensure that such opportunities are available for current and
future generations. At the time, Wyoming could see on its horizon a downturn in
energy production, which in turn, would impact almost all services Wyoming pro-
vides to its citizenry. Development of oil, natural gas, coal, trona, and uranium are
our primary revenue raising mechanisms. Wyoming taxes and generates revenue
from the mineral industry in a variety of ways, including severance tax, ad valorem
tax, property tax, sales tax, personal property tax, Federal mineral royalties, and
lease bonus payments. Indeed, significant revenue derived from lease bonus pay-
ments allowed Wyoming to build new schools across our State these last two dec-
ades. Unlike most States which rely on local bond revenues for such capital con-
struction, Wyoming’s K-12 education system is highly centralized. Further, counties
with mineral wealth provide what we call “recapture payments” to fund school oper-
ations statewide to ensure our financing system is equitable.

Declines in mineral production have significant effects on statewide budgets as
well as county and city budgets. Consequently, Wyoming has among the most vola-
tile year-over-year revenue collection in the Nation. That revenue volatility has
forced us to recognize boom years for what they are and plan accordingly for
nonboom years. Wyoming saves a significant portion of the revenues derived from
mineral production. For example, our constitution directs a percentage of severance
tax revenue to be deposited in our Permanent Mineral Trust Fund (PMTF). Income
earned from the PMTF—not the corpus of the fund itself—supports our State’s Gen-
eral Fund. Wyoming also established a Legislative Stabilization Reserve Account
(LSRA), which we often refer to as our “rainy day fund.” Wyoming has one of the
Nation’s largest rainy-day reserves.* Our reserves could support operating costs of
our government for more than a year. By contrast, other States only have the capa-
bility to operate a few months, some a few weeks, others a few days, and in more
dire examples, only several hours, on their reserves.

Wyoming recognizes its reliance on energy production. We often hear that Wyo-
ming “needs to diversify its economy.” I agree with the need to diversify, but it’s
easier said than done. Tourism is our second largest industry, followed by agri-
culture. In recent years, we’ve worked to grow our technology sector. The rural na-
ture of Wyoming provides a perfect laboratory to see how we can improve things
like remote work, telehealth, and virtual learning, to name a few. Wyoming’s dry
cool climate, coupled with tax incentives, has made our State a destination for data
centers. Too often we forget that every picture we take or video we record on our
cell phones requires electronic storage space for that data. And data centers con-
sume energy. A lot of energy. Everything we send to “the cloud” has a carbon foot-
print. Additionally, Wyoming has been a leader in passing blockchain legislation.
We recently created Special Purpose Depositary Institutions (SPDI) (also referred to
as “speedy banks”) to accept digital asset deposits, or “crypto currency.” On the edu-
cation front, we were the first State to require our schools to provide computer
science for all grade levels because we want our children to not only understand
how to consume technology but have the skill set to create technology. We are trying

4“Budget Surpluses Are Helping Many States Boost Their Savings”, Pew Trusts (March 11,
2019).
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to prepare our children for jobs that don’t even exist yet, recognizing that technology
will continue to advance and play an increasing role in all sectors, including Wyo-
ming’s legacy industries of energy, tourism, and agriculture. Despite these advances
in diversifying our economy, there is no other sector that produces the kind of rev-
enue for Wyoming that energy provides.

Restrictions and Bans on Leasing on Lands Federally Managed Lands

Wyoming is a citizen legislature and budgets on a biennial basis. In rough num-
bers, we appropriate approximately $1.3 billion each year for the operation of gen-
eral government and another $1.5 billion for our K-12 education budget, with more
than half of that amount coming from State appropriations. With declines in energy
production, Wyoming has cut departments and programs supported by our General
Fund, which has impacted health care services, support for our senior citizens, and
the developmentally disabled. This year alone, we just completed our legislative
General Session, cutting more than $300 million from General Fund supported ex-
penditures. Our K-12 budget has remained largely intact, but with continued as-
saults on domestic energy production, we are now working to resolve a $300 million
per year projected structural deficit in K-12 education.

Wyoming leaders recognize the volatility of revenues derived from energy produc-
tion. We know that we cannot control global markets or predict the price of oil.
However, we have significant concerns when leaders within our own country attack
and undermine our energy economy.

Nearly half of the surface lands in Wyoming are managed by the Federal Govern-
ment through agencies such as the Bureau of Land Management (BLM), U.S. Forest
Service, and National Parks Service. These lands, including the Wind River Indian
Reservation and other Federal enclaves, are not subject to State property taxation,
though we receive modest compensation through the Federal Payment in Lieu of
Taxes (PILT) program. BLM lands support significant oil and gas leasing, including
BLM lands that are intermixed with private lands in the “checkerboard,” primarily
located along the southern portion of our State. Below is a BLM Land Status Map.

Federal land management decisions are an ongoing source of concern for elected
leaders in Wyoming because those Federal decisions impact the livelihood of our
citizens and the strength of our State. Accordingly, the Legislature commissioned
a study a few years ago to understand the potential impacts of an oil and gas lease
moratorium and drilling ban on Federal lands. In December of 2020, a University
of Wyoming energy economist released this study exploring potential scenarios that
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affect nine Western States, including Wyoming, New Mexico, Colorado, Utah, North
Dakota, Montana, California, and Alaska.®

For Wyoming, the study found that “either a moratorium on new Federal leases
or an outright drilling ban would constitute a significant shock to the Wyoming
economy, reducing tax revenues, income, and employment.”® The study concluded
that in Wyoming, by the end of President Biden’s first term, a moratorium would
cause Wyoming to lose an average of 15,269 jobs annually and lose cumulatively
$8.3 billion in gross domestic product (GDP), $3.8 billion in personal income, and
$1.8 billion in State tax revenue.” The study’s conclusions regarding an outright
ban were even more devastating for Wyoming’s economy, as we would lose an aver-
age of 18,228 jobs annually and lose cumulatively $10.3 billion in GDP, $4.7 billion
in personal income, and $2 billion in State tax revenue.8 If the ban continued for
the next twenty years until 2040, Wyoming would lose cumulatively $132.9 billion
in GDP, $60.1 billion in personal income, and $30.5 billion in State tax revenue and
lose an average of 75,475 jobs annually from 2036 through 2040.°

The study also explained that a moratorium or ban on leasing would not only
limit production on public lands, but would affect potential production on State, pri-
vate, and Indian lands because of the checkerboard of surface lands and minerals
rights across the West. In other words, adjacent lands not directly covered by a Fed-
eral moratorium or ban can become isolated and non-Federal oil and natural gas
resources may be stranded when Federal access is denied.

In addition to examining the financial impacts, the report also shed light on the
relative costs of achieving reductions in greenhouse gas emissions with a morato-
rium on Federal oil and gas leases. The report stated, “Even if in the unlikely event
a leasing moratorium or a drilling ban were to reduce emissions, they would be
achieved at great cost. There are many cost effective technologies and strategies to
reduce greenhouse gas emissions. Restricting development of oil and gas on Federal
lands is not one of them.” 10 Indeed, Wyoming has invested and continues to invest
in alternatives to offset carbon emissions. We opened the Wyoming Integrated Test
Center in May of 2018 to provide a space for researchers to test carbon capture, uti-
lization, and sequestration.!! Further, Wyoming Governor Mark Gordon recently
joined other governors in sending a letter to Members of Congress urging support
for the SCALE Act which would provide low-income loans and grants to build out
a transportation network for carbon, similar to Government support for water or
highway infrastructure development. 12

Wyoming cares deeply about out natural resources. As the Chairwoman of the
Senate’s Travel, Recreation, Wildlife and Cultural Resources Committee, I can tell
you that Wyoming works to find the right balance of supporting our energy industry
with conserving our natural resources. For example, Wyoming was a leader among
Western States in developing a Sage-Grouse Conservation Strategy to ensure energy
and other development projects avoid and minimize impacts in core and noncore
sage grouse habitat areas to protect these species well in advance of an Endangered
Species Act listing.

Wyoming established a Wildlife and Natural Resource Trust Fund (Trust) which
set aside more than $115 million in its corpus to support projects that enhance wild-
life, such as building wildlife overpasses and underpasses to prevent and reduce ve-
hicle collisions. This effort brings industry, conservation groups and other stake-
holders together. Since 2006, the Trust has funded 538 proposals and allocated $59
million in on-the-ground projects. 13

We care about our wildlife and our environment. We hunt, fish, mountain bike,
hike, camp, kayak, and paddle board. We snowmobile, ski, and snowshoe. We gaze
at stars that city folks cannot see because of light pollution. We breathe the cleanest
air and we can spend days exploring Wyoming’s wilderness without seeing another
soul. We not only enjoy these natural wonders on our own but recognize that people
from all over the world travel to experience our beautiful State, home of Yellow-
stone, the country’s first national park, and Devil’s Tower, the country’s first na-

5“The Fiscal and Economic Impacts of Federal Onshore Oil and Gas Lease Moratorium and
Drilling Bank Policies”, Dr. Timothy J. Considine, Professor of Energy Economics, School of En-
ergy Resources, University of Wyoming (Dec. 14, 2020).

61d. at 17-18.

71d. at 16-17, 44.

81d.

91d. at 16-17.

10Td. at xi.

11Wyoming Integrated Test Center.

12“Wyoming Governor Calls for Federal Support for Carbon Capture”, Casper Star Tribune
(Apr. 6, 2020) (access to the letter included in the link).

13 Wyoming Conservation Legacy.
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tional monument. During the widespread closures due to COVID-19 last year, Wyo-
ming saw dramatic increases in places like our State parks. People across this coun-
try were reconnecting with nature and we were proud that they came to Wyoming.
Our State is a wonderful example of how conservation of our natural resources can
and does coexist with robust domestic energy production.

You can imagine how we felt on January 20, 2021, when the U.S. Department
of Interior (DOI) announced Secretarial Order No. 3395, a two-page document which
called for an immediate 60-day suspension of new oil and gas leases and drilling
permits for U.S. lands and waters. 14 Think of your State’s number one industry and
imagine receiving an undebated Executive order that contradicts numerus Federal
statute coming from Washington, DC, which would hurt not only that industry and
the men and women employed in that sector, but the revenues it provides to fund
your schools, roads, and health care programs. The Order is akin to banning corn
growth in Iowa, banning rubber and plastic manufacturing in Ohio, or banning gam-
ing in Nevada. Although the initial 60 days have passed, the moratorium has been
extended by the Department of the Interior pending a “review and reconsideration”
of leasing practices. 15 Our State is gravely concerned that this moratorium will be
extended indefinitely and that the current Presidential Administration will also im-
pose an outright ban on all oil and gas drilling on Federal lands.

Our Governor filed a lawsuit in the Federal District Court of Wyoming which ex-
plains how the halt on new oil and gas leases on Federal lands violates the National
Environmental Policy Act, the Administrative Procedure Act, the Mineral Leasing
Act and the Federal Land Policy Management Act. 16 The lawsuit asks the court to
require the BLM to resume quarterly oil and gas lease sales, which have been sus-
pended since the order was signed. Our Governor has rightly pointed out that our
world will continue to need and use oil and gas for the foreseeable future. The ques-
tion is whether those resources will be produced under the environmental safe-
guards in place on Federal lands in Wyoming, or in other countries which do not
have strong environmental regulations.

As T mentioned, the Wind River Indian Reservation, home to the Eastern Sho-
shone Tribe and Northern Arapaho Tribe, is located in central Wyoming. On Feb-
ruary 22, 2021, the Northern Arapaho governing body sent a letter to the Depart-
ment of the Interior to express its opposition to leasing moratorium because al-
though tribes themselves are exempt from the moratorium, the impact on Wyoming
impacts tribal members who are also citizens of our State. Reductions in State serv-
ices affect tribal members, including native children attending Wyoming public
schools funded by the State. The Northern Arapaho also expressed support for the
nomination of Secretary Deb Haaland, who is the first American Indian to serve at
the secretarial level of a Presidential Administration. As a Navajo woman, it is in-
spiring to see a native sister serving in this capacity. Unfortunately, this remark-
able milestone of having an indigenous woman serve as an Executive cabinet official
has been clouded by the moratorium because it threatens the livelihood of thou-
sands of hardworking families in Wyoming and in New Mexico, Secretary Haaland’s
home State. I hope we can reverse course.

As Wyoming continues to navigate its way out of these incredibly challenging eco-
nomic times, we appreciate your willingness to support policies to promote economic
recovery in rural places like Wyoming. As the U.S. Senate considers not only what
the Federal Government should do to help rural America, it should discuss what the
Federal Government should not do. Wyoming needs you to understand how Execu-
tive orders, signed with a stroke of a pen without congressional approval, can lit-
erally devastate our State’s economy. We want the freedom, stability, and support
from our Federal leaders to invest in ourselves.

Thank you for the opportunity to present this testimony to you today.

PREPARED STATEMENT OF KATHLEEN SGAMMA
PRESIDENT, WESTERN ENERGY ALLIANCE

APRIL 20, 2021

Chairman Brown and Ranking Member Toomey, thank you for the opportunity to
testify today. I'm delighted to appear before the Committee to talk about how the

147J.S. Department of the Interior Secretarial Order no. 3395 (Jan. 20, 2021).

157U.S. Department of the Interior Memorandum (Mar. 19, 2021); Executive Order 14008,
Tackling the Climate Crisis at Home and Abroad, at Section 2078 (Jan. 27, 2021).

16 ;)Vyoming v. Haaland, CV 21-00056, Petition for Review of Final Agency Action (March 24,
2021).



83

oil and natural gas industry is part of an economy that works for everyone and in-
vests in rural communities, particularly in the West.

Western Energy Alliance represents about 200 companies engaged in all aspects
of environmentally responsible exploration and production of oil and natural gas in
the Rocky Mountain West. Alliance members are independents, the majority of
which are small businesses with an average of 14 employees.

Because the West is predominated by Federal lands and lacks any major oil and
natural gas production areas that do not contain some Federal mineral estate, we
are the leading trade association on public lands issues for the industry. With few
exceptions Federal oil and natural gas activities take place in rural areas. Ours is
the primary industry supporting rural areas such as the Permian Basin in eastern
New Mexico, the Uinta—Piceance Basin straddling the Utah/Colorado border, the
Powder River Basin in northeastern Wyoming, and the Williston in western North
Dakota.

The American oil and natural gas industry is proud to be an integral part of an
economy that works for everyone. We generate $1.3 trillion in economic activity an-
nually, and sustain 10.3 million American jobs, both directly and indirectly.! A
large portion of the direct jobs are in rural communities. We have saved consumers
hundreds of billions of dollars by increasing production and making energy more af-
fordable. 2

Besides investing in rural communities and creating jobs, we also develop the
mineral resources of rural land and mineral owners, who are ordinary citizens most-
ly of otherwise modest means. The industry generates over $21 billion in royalties
to individual mineral owners, further stimulating the economies of rural commu-
nities.3 The Bureau of Indian Affairs reports that Navajo mineral owners receive
about $96 million annually in royalties.4 These royalties sustain 21,000 mineral
owners and their families in an impoverished region plagued by high unemploy-
ment. As such, the oil and natural gas industry furthers environmental justice goals
in otherwise disadvantaged rural areas.

Conversely, President Biden in just the first week of his term destroyed thousands
of jobs and economic opportunity in rural areas. I provide details below regarding
the revocation of the Keystone XL pipeline permit and the ban on Federal leasing,
which together will kill up to 145,700 jobs and $15.8 billion in economic activity this
year alone, mostly in rural areas. Further, these two policies will deprive rural com-
munities of their share of $3.1 billion in government revenues for vital services this
year such as education, infrastructure, public health, safety, and COVID recovery.
The policies also put at risk $2.8 billion in conservation funding sourced almost ex-
clusively from the oil and natural gas industry. This committee could ensure invest-
ment in rural communities that works for everyone simply by urging President
Biden to reverse these policies.

Keystone XL Pipeline

The cancelation of the Keystone pipeline elicited this statement from North Amer-
ica’s Building Trades Unions (NABTU) President Sean McGarvey: “Environmental
ideologues have now prevailed, and over a thousand union men and women have
been terminated from employment on the project.” The environmental lobby indeed
has compelled another decision that is bad for the environment and public safety,
as transporting oil by pipeline is safer and has fewer greenhouse gas emissions than
transporting by rail and truck.

Besides the immediate loss of 1,000 union jobs, indirect jobs in hotels, res-
taurants, supply stores, and other small businesses in rural areas along the route
through Montana, South Dakota, and Nebraska will be lost. TC Energy signed $1.6
billion in contracts with suppliers that would have supported up to 11,000 jobs in
2021 had it not been for President Biden’s action. ¢ That investment will not be eas-

1“Impacts of the Oil and Natural Gas Industry on the U.S. Economy in 2015”, PWC on behalf
of the American Petroleum Institute (API), 2017.

2“The Impacts of Horizontal Multi-Stage Hydraulic Fracturing Technologies on Historical Oil
Production”, International Oil Costs, and Consumer Petroleum Product Costs, ICF International
on behalf of API, Oct. 30, 2014.

3“Billions in Gas Drilling Royalties Transform Lives”, AP, January 27, 2013.

4Final Audit Report: Bureau of Indian Affairs’ Federal Mineral Office, Office of the Inspector
General, U.S. Department of the Interior, February 3, 2017.

5North America’s Building Trades Unions Statement on KXL Pipeline Cancellation An-
nouncement, January 21, 2021.

6TC Energy Awards More Than $1.6 billion in American Contracts to Build Keystone XL,
Project to Create Over 8,000 Union Jobs in 2021
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ily replaced in these States, and certainly not with vague promises of green jobs
that have yet to materialize.

Federal Onshore Leasing Ban

Likewise, the leasing ban on Federal lands and waters signed on January 27th
will kill jobs and economic opportunity in rural areas of the West and coastal com-
munities along the Gulf of Mexico. 7 Many rural counties with majority Federal land
ownership would be devastated by a complete ban on Federal oil and natural gas.
By losing their economic base, previously sustainable rural communities become
newly disadvantaged. And the jobs lost would impact blue-collar jobs held by a di-
verse workforce.

The ban on onshore leasing alone will kill 32,700 jobs this year, growing to 58,676
jobs destroyed annually by the end of President Biden’s term.8 Similarly, $4.95 bil-
lion in Gross Domestic Product (GDP) and $1.3 billion in tax revenue lost in the
first year will grow to $33.5 billion and $8.3 billion lost, respectively, by the end
of his term. The economic impact will be felt primarily in rural communities in the
eight Western States that represent over 97 percent of Federal onshore oil and nat-
ural gas production.

Although the ban is characterized as a “pause” on just new leasing, the Executive
order directs a wide-ranging analysis of all Federal oil and natural gas exploration
and production activities, not just leasing.

The comprehensive review will be a years-long analysis with the ultimate goal of
stopping or at least severely curtailing all oil and natural gas development on new
and existing leases. If taken to the ultimate goal of banning all Federal onshore oil
and natural gas, by 2040 annual job losses would be 351,554 and the cumulative
losses over 20 years would total $300 billion in wages, $670.5 in GDP and $159 bil-
lion in State tax revenues. Rural communities in the West will bear the brunt as
funding for education, roads, public safety, and other vital services dries up.

The impacts of the President’s leasing ban accumulate quickly in the first year
because of the complex nature of Federal development and the interlocking land and
mineral ownership of the West. The leasing ban is already affecting existing projects
awaiting adjacent leases. It will affect Indian, State, and private horizontal wells
that cannot avoid Federal minerals that lie along their laterals. New Federal leases
are necessary to move forward with projects on existing leases in both these com-
mon situations. By isolating adjacent lands, a blanket Federal leasing ban affects
development of tribal and Indian allottee lands, despite the reassuring statement
that the “order does not restrict energy activities on lands that the United States
holds in trust for Tribes.” Companies cannot efficiently develop pockets of tribal and
Indian minerals isolated amongst Federal lands, and the energy tribes that wish to
develop their oil and natural gas resources will be negatively impacted. Depriving
the energy tribes of their primary source of economic activity is contrary to environ-
mental justice goals and ensuring a fair economy that works for everyone.

Duchesne County, Utah, is a good example of a western rural community that will
be adversely affected. The county is the size of Rhode Island and home to 20,000
people. Its land surface is comprised of 65 percent Federal and 18 percent Uintah
and Ouray Indian Reservation.® The county and Ute Indian Tribe rely heavily on
oil and natural gas development, which is why both came out strongly in support
of oil and natural gas development on Federal and tribal lands. 10

There are similar rural counties across the West that have a majority of public
lands and a similar reliance on oil and natural gas, such as Rio Blanco, Colorado
(75 percent Federal lands, 85 percent county revenue from oil and natural gas), 1!
and Sweetwater County, Wyoming (90 percent of the budget comes from fossil fuel
taxes.) 12 Rural communities in the Permian Basin of eastern New Mexico and the
San Juan Basin in the northwest will likewise bear a heavy economic cost if the
leasing ban remains in place. Because 63 percent of New Mexico’s production is Fed-

7Executive Order 14008 on Tackling the Climate Crisis at Home and Abroad, January 27,
2021.

8“The Fiscal and Economic Impacts of Federal Onshore Oil and Gas Lease Moratorium and
Drilling Ban Policies”, Dr. Timothy J. Considine, University of Wyoming on behalf of the Wyo-
ming Energy Authority, December 14, 2020.

9“Duchesne County Resource Assessment”, USDA Natural Resources Conservation Service,
August 2005.

10See the Duchesne County Commission resolution and Ute Indian Tribe letter available on
our Western Voices page.

11Testimony of Rio Blanco County Commissioner Shawn Bolton before the House Committee
on Natural Resources, April 20, 2016.

12“Facing a Reckoning, Wyoming Wrestles With a Transition From Fossil Fuels”, NPR, Feb-
ruary 10, 2021.
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eral and the State stands to lose $709 million in education funding from just a 10
percent decline in production, Governor Michelle Lujan Grisham has opposed the
leasing ban. 13

Federal Offshore Leasing Ban

Although Western Energy Alliance represents the landlocked Rocky Mountain
West, I point the Committee to a study by the National Ocean Industry Association
(NOIA) that finds the offshore leasing ban will kill 102,000 jobs, $9.2 billion in GDP,
and $1.8 billion in government revenue annually.!4 Further, $300 million that
would otherwise go in the Land and Water Conservation Fund (LWCF) will be lost.
Offshore oil and natural gas royalty and leasing revenue is the sole source of rev-
enue for the LWCF.

Conservation Funding

Conservation is an impact that I do not believe President Biden was advised of
before he signed the order banning Federal leasing. Under the Great American Out-
doors Act (GAOA) passed by Congress in an overwhelming bipartisan fashion last
summer, $1.9 billion annually, predominantly from Federal oil and natural gas leas-
ing and royalty revenue, is available for conservation and infrastructure in national
parks, national wildlife refuges, Bureau of Land Management lands, and Bureau of
Indian Affairs schools. The act also permanently funds the LWCF to the tune of
$900 million annually for the first time in its 56-year history.

Since the Federal oil and natural gas program is almost exclusively the source
of this funding, President Biden is risking $2.8 billion annually for national park
and public lands conservation and infrastructure. That funding could support
108,364 jobs in rural communities near national parks and other public lands across
the entire country. 15 Interior Secretary Haaland just announced the distribution of
$1.6 billion this year from GAOA funds, 16 including to State recipients that do not
contribute oil and natural gas royalty revenue: 17

e Virginia—$247.5 million

e North Carolina—$153.8 million
o New York—$50.5 million

e Washington—$50.3 million

o New Jersey—$28.3 million

o Massachusetts—$25.4 million
e Oregon—$12.5 million

Western Energy Alliance urges the Committee to help us convince the President
to overturn these policies that disproportionately impact rural communities in the
West. We ask that you also consider the conservation impact across the entire coun-
try. Thank you.

13 Governor Lujan Grisham’s letter to President Biden, March 15, 2021.

14“The Economic Impacts of the Gulf of Mexico Oil and Natural Gas Industry5”, Energy &
Industrial Advisory Partners on behalf of NOIA.
p 15“Restoring Parks, Creating Jobs”, The Cadmus Group on behalf of Pew Charitable Trusts,

une 2019.

16“Interior Invests $1.6 Billion To Improve Infrastructure on Public Lands and Tribal
Schools”, Department of the Interior Press Release, April 2, 2021.

17“National Park Deferred Maintenance Needs”, The Pew Charitable Trusts, November 11,
2020.
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RESPONSES TO WRITTEN QUESTIONS OF SENATOR WARREN
FROM WILLIAM J. (BILL) BYNUM

Q.1. In your written testimony, you noted your support of the Con-
gressional Review Act resolution to reverse the OCC’s “True Lend-
er” rule. Can you please describe the ways in which that rule, if
allowed to go into effect, would impact the communities your insti-
tution serves?

A.1. Given the experiences of our members, the OCC “true lender”
rule if allowed to go into effect would add to the burdens of high-
cost lending in our region. In all five Deep South States, high-cost
lenders, such as payday and car title lenders, are already satu-
rating our communities. For example, in 2017 in Tennessee, there
were over 1,200 payday loan storefronts, more than McDonald’s
and Walmart locations combined. ! In terms of fees drained by pay-
day and car title lenders, Mississippi, Alabama, Louisiana, and
Tennessee are in the top 10 States, and high-cost lenders drain
more than $1.6 billion every year from low-income borrowers in
these four States. 2

The rule would facilitate lenders’ evasion of Arkansas’ voter-af-
firmed Constitutional interest rate limits of 17 percent, a protection
which saves over $137 million in year in fees otherwise drained by
high-cost lenders. 3 The benefits of Arkansas’s law are documented
in a recent report about how borrowers are faring several years
after the enforcement of the rate cap. As one person said, they are
doing “[m]uch better financially.4 You don’t continue to repeat the
vicious cycle.”® Beyond Arkansas, other State law protections in
our region are at risk, such as but not limited to, Louisiana’s rate
cap for consumer installment loans. In recent years, payday lenders
and high-cost lenders have made attempts to move legislation that
would undue these caps in Arkansas and Louisiana, but thank-
fully, these efforts have failed to gather the support needed by the
respective State legislatures to come to fruition. The OCC must not
ovierride the policy decisions of the States as it is doing with this
rule.

HOPE’s concerns about the harms of these loans are not hypo-
thetical. HOPE members have been trapped by loans facilitated by
rent-a-bank partnerships, putting their economic success in jeop-
ardy and thus frustrating our mission to build wealth among low-
income communities and communities of color in the Deep South.
From our members’ experiences, at least three key themes of harm-
ful lending practices emerge:

e Despite claims to the contrary, rent-a-bank loans are going to
people who already have credit.

1Metro Ideas Project, “Fighting Predatory Lending in Tennessee”, 2017 hitps://
metroideas.org | projects / fighting-predatory-lending-in-tennessee /.

2 Center for Responsible Lending, “Payday and Car-Title Lenders Drain Nearly $8 Billion in
Fees Every Year”, April 2019, https://www.responsiblelending.org/sites/default/files/nodes/
files | research-publication / cri-statebystate-fee-drain-apr2019.pdf.

3 Arkansas Constitution of 1874 Amendment 89, 3. Maximum interest rate on other loans.
https:/ | codes.findlaw.com [ ar | arkansas-constitution-of-1874 | ar-const-amend-89-sect-3.htm.

4 Center for Responsible Lending, “Shark-Free Waters: States Are Better Off Without Payday
Lending”, April 2019, https://www.responsiblelending.org /research-publication /shark-free-
waters-states-are-better-without-payday-lending.

5Southern Bancorp, “Into the Light: A Survey of Arkansas Borrowers Seven Years After State
Supreme Court Bans Usurious Payday Lending Rates”, May 2, 2016, htips://
banksouthern.com /[ sbep /into-the-light /.



87

¢ Rent-a-bank loans are deepening people’s financial burdens,
not relieving them.

e There is a clear disregard for borrowers’ ability to repay, evi-
denced either by making new loans when someone is already
struggling with another and repeat relending or refinances.

These harms are neither exclusive nor exhaustive. We hear first-
hand from our members and people in the communities where our
branches are located about the troubles caused by unaffordable
high-cost loans, such as difficulty paying other bills, the psycho-
logical stress caused by unaffordable debt, and the subsequent in-
ability to build wealth in the future.

The devastating financial consequences of loans made via the
rent-a-bank arrangements would be troubling for anyone, but they
are particularly pronounced in the Deep South, where economic in-
equality is deeply entrenched and persistent poverty is prevalent.
The five States of our region all have higher rates of unbanked and
underbanked populations than the national average. The high-cost
loans that will occur through the OCC “true lender” rule will only
serve to increase these rates as people are exposed to practices that
ultimately damage their financial standing.

Q.2. In response to questioning from Chairman Brown, you spoke
of the “devastating rules put in place by the OCC” related to the
Community Reinvestment Act. Please describe how this current
rule would impact access to credit for families of color and what
improvements can be made as the agencies revisit the CRA rule-
making in the coming months.

A.2, The Community Reinvestment Act (CRA) has long been a
vital, though imperfect, tool for lessening financial service gaps in
low-income communities, rural communities, and communities of
color in the Deep South. The ability to attract and leverage CRA-
accountable investment has been critical to HOPE’s work on behalf
of to support underbanked people and communities. Building on
this experience, HOPE’s recommendations focus on significantly in-
creasing lending, services, investment and accountability by banks
in meeting the financial service needs of rural, high poverty areas.

The OCC’s final CRA rule in the totality of its parts, essentially
moves the CRA—and economic opportunity for our communities—
further out of reach in the Deep South communities we serve. The
change to dollar value rather than number for measuring commu-
nity development activities will incentivize fewer, larger projects
potentially reducing the smaller, more intensive investments that
Deep South communities so often need. This, combined with a mul-
tiplier and a low threshold for Community Development Activities
would actually result in fewer CDFI investments. A proposed bal-
ance sheet evaluation, would allow banks to count investments that
are already on their books, year after year, with little regard to re-
cent or new investments over time.

A reduction of bank investments will result in a significant re-
duction of capacity for CDFI credit unions, loan funds, and banks
to lend in low-income communities and communities of color, par-
ticularly those not reached by banks. CRA-motivated bank invest-
ments are a significant source of CDFI capital. To understand the
importance of bank investments in CDFI capitalization, HOPE
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analyzed information reported by CDFI Fund awardees to the U.S.
Treasury. Based on HOPE’s analysis of CDFI Fund Awardees from
2015 to 2017, bank investments accounted for nearly 20 percent of
total capitalization—essentially $1 out of every $5 dollars of cap-
ital—compared to philanthropy which accounted for about 2 per-
cent. CRA-motivated investments by banks into CDFIs are vital,
however, the benefit of this capital is not evenly or equitably
shared. In FY2017, there were 315 CDFI Fund awardees. Even
though minority-owned CDFIs accounted for 27 percent of these
CDFIs, they held only 11 percent of the total $34 billion in bank-
infused capital held. White-led CDFIs, accounted for 66 percent of
CDFI Fund awardees, and held 89 percent of that bank-infused
capital.”

Another troubling element of the OCC rule is the use of deposit-
only thresholds to determine new assessments areas beyond the
banks’ physical location. HOPE’s analysis has shown that the de-
posit-only metric will bypass already underserved communities,
such as persistent poverty communities and communities of color,
thereby, again, reducing bank incentive for investment in these
areas. By their very nature, low-income communities have very lit-
tle money and therefore very few deposits. The small Delta town
of Itta Bena, Mississippi, where HOPE is the only depository insti-
tution, provides a good example. Itta Bena has a 42 percent pov-
erty rate, median income of about $20,000, and 91 percent of its
residents are Black. HOPE estimates the total deposit potential in
Itta Bena is approximately $1.1 million. It will be nearly impos-
sible for such areas to meet a deposit-based threshold to qualify as
a new assessment area under the OCC’s rule.

Ultimately, the OCC’s overhaul of the CRA will move this tool
for incentivizing bank investment in distressed communities fur-
ther out of reach of the most financially distressed places in the
Deep South, ultimately widening existing racial and economic in-
equality. HOPE supports the Congressional Review Act and other
efforts to roll back the OCC’s CRA rule.

By contrast, as described further in HOPE’s comments to the
Federal Reserve Board of Governor regarding its CRA proposal, a
reformed CRA should explicitly state and work towards an objec-
tive of significantly expanding—as much as three fold—bank lend-
ing, services and investment in low-income communities and com-
munities of color.® In addition to increasing the amount of bank ac-
tivity, a reformed CRA must also ensure these investments actually
reach people and communities that have both been historically un-

6Bill Bynum and Diane Standaert, Comments to the OCC, Notice of Proposed Rulemaking,
Community Reinvestment Act Regulations, Docket ID OCC-2018-0008, RIN 3064-.AF22, April
8, 2020, available at http://hopepolicy.org/blog/hope-opposes-proposed-changes-to-the-commu-
nity-reinvestment-act /.

7Capital held, as required to be reported to the CDFI Fund for CDFI Fund awardees, rep-
resents the amount of investment capital received from the CDFI Fund at reporting end. Invest-
ment capital includes idle capital that is available to lend and invest, deployed capital, and cap-
ital only reflected on the organization’s balance sheet. CDFIs are required to designate the cap-
ital investments by source, and in this analysis, we use “cap—Bank” designation, which is capital
“received by banks or other regulated financial institution.” Community Development Financial
Institutions Fund. “CDFI Institution Level Report Instructions CIIS 15.0”. Pp. 9-11.

8Bill Bynum, Diane Standaert, and Sara Miller, Comments to the Federal Reserve Board of
Governors, Advance Notice of Proposed Rulemaking, Community Reinvestment Act Regulations,
Docket No. R-1723 and RIN 7100-AF94, Fed. 16, 2021, available at h¢tp:/ / hopepolicy.org/blog/
hope-submits-comment-to-federal-reserves-proposed-changes-to-the-community-reinvestment-act /.
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derserved and divested of their resources. A key way the CRA can
help do this is to expand assessment areas beyond banks’ physical
locations, and to delineate those assessment areas based on both
deposit and lending activity. Another strategy incentivizes invest-
ments into designated areas of need, based on low levels of per cap-
ita mortgage and small business lending. These designated areas
of need could be both inside and outside of a bank’s assessment
area. And, finally, the CRA should incent and guide investments
into CDFIs and MDIs with strong, demonstrated track records of
reaching underserved communities, particularly rural persistent
poverty communities and communities of color. One way the CRA
can do this is to adopt into its framework, the definition of “minor-
ity lending institutions,” as defined by the Consolidated Appropria-
tions Act of 2021.

Race should be included in the specific metrics by which banks
are evaluated for CRA purposes. Race is inextricable from the
CRA’s history, purpose, and the “ongoing systemic inequity in cred-
it access for minority individuals and communities.” Currently,
more than 98 percent of banks pass their CRA exam, despite the
glaring racial and economic inequities in the banking system.

The racial wealth gap is deep, and the economic and social bene-
fits of closing it are vast. The financial system, particularly banks’
lending practices, has been a driving factor in this gap, and must
play a significant role in closing it. Closing the gap in access to cap-
ital for people and communities of color is a critical pathway to
closing the racial wealth gap. Lenders and communities alike will
benefit from the resulting economic activity from a fairer, more ro-
bust marketplace. The CRA can be a helpful tool in guiding banks’
actions to ensure they repair, rather than repeat, centuries of ra-
cial and economic inequality.

RESPONSES TO WRITTEN QUESTIONS OF SENATOR SINEMA
FROM WILLIAM J. (BILL) BYNUM

Q.1. In your testimony, you advise the Small Business Administra-
tion and banks to increase the accessibility of their programs and
products to historically underserved businesses. In addition to your
recommendation of increasing investment in CDFIs and MDIs,
what other specific strategies and practices would you recommend
to ensure SBA and bank products have more equitable reach and
serve the underserved?

A.1. There are a number of things SBA and banks can to increase
access to historically underserved businesses.

A few of these options include:

e Ensure redress for small businesses that did not receive the
full benefit of Paycheck Protection Loans, namely Schedule C
filers. As described in my written testimony, microbusinesses
in which the owner is the only employer were both locked out
of the PPP program during its first full week, and even once
provided access received unnecessarily small loans due to un-
derwriting guidelines requiring the use of net profit rather
than gross income. This exclusion these microbusinesses in ac-
cessing PPP relief efforts disproportionately affected small
businesses owned by people of color. For example, 96 percent
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of Black and Latino-owned businesses in the Deep South fall
into this category, compared to 84 percent of White-owned
businesses. 1 SBA should implement efforts to assess the scope
of this inequity and seek to deploy a grant program available
to these microbusinesses.

e SBA should, across all of its grant and loan programs, estab-
lish goals to ensure at least 10 percent of its capital flows to
persistent poverty communities, and at a minimum evaluate
the amount of loans and grants are flowing to these commu-
nities, disaggregated by rural and metro persistent poverty
counties.

e SBA must do must to ensure its programs reach Black busi-
nesses, the level of lending to which is currently unacceptable.
For example, in Arkansas, for example, from 2017 to 2020, just
1.5 percent in SBA 7(a) loans went to Black businesses, even
though Black-owned businesses comprise 9 percent of busi-
nesses in the State.2 Nationally, between 2015 and 2020, 28
percent of approved 7(a) loans went to minority-owned busi-
nesses. 3 However, when looking at Black businesses alone just
2.5 percent of approved SBA 7(a) loan capital went to Black
borrowers ($3.7 billion out of $144 billion). These levels are
woefully in adequate in light of a long-history of discriminatory
and exclusionary lending practices effecting Black borrowers,
communities, and businesses.

¢ Banks should commit to tripling their current levels of small
business lending, services, and investments into historically
underserved businesses, such as those owned by people of color
and small businesses located in persistent poverty commu-
nities.

e Banks, and other lenders, should support the expedient imple-
mentation of the Consumer Financial Protection Bureau’s rule-
making under Section 1071 of the Dodd-Frank Wall Street Re-
form and Consumer Protection Act. Robust and transparent
data reporting by lenders about the their small business lend-
ing practices, particularly by race and gender, are critical to
ensuring a fair marketplace and closing existing capital gaps
for historically underserved businesses.

RESPONSES TO WRITTEN QUESTIONS OF SENATOR WARNOCK
FROM WILLIAM J. (BILL) BYNUM

Q.1. Thank you, Chairman Brown, for holding this important hear-
ing focused on our rural communities. I recently did a tour across
rural Southwest Georgia with Congressman Sanford Bishop to visit
with my farmers. At every stop, I asked these farmers about their
broadband connectivity. Many attendees on this tour said their con-
nection was either spotty or too expensive. Considering the State

1“Hope Policy Institute Analysis of Statistics for Non-Employer Firms by Industry, Sex, Eth-
nicity, Race, and Veteran Status for the U.S. States, and Metro Areas: 2017”7, Annual Business
Survey Program.

2Precise Data Consulting, LLC, “Arkansas Small Business Access to Capital Study”, prepared
for Winthrop Rockefeller Foundation and Winrock International, June 2019, https://
d2yzrxf02jgvo7.cloudfront.net/ files | capital ?access-report-final- 146-7ecf. pdf.

3SBA, “Weekly Approvals Report With Data as of 09/30 for Each FY”, https:/ /www.sba.gov /
sites | default/files | 2020-10 | WebsiteReport-asof-20200930-508.pdyf.
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overall, approximately 10 percent of Georgians live in areas where
there is no broadband connection and almost 39 percent of Geor-
gians live in an area where there is only one internet provider.
Issues with broadband access and affordability prevent rural com-
munities from fully accessing telehealth services, participating in
virtual learning, and connecting to e-commerce opportunities.

Mr. Bynum you also mentioned broadband in your written testi-

mony, referring to it as “critical infrastructure” that is connected
to economic mobility. How can access to a reliable and affordable
broadband connection affect the economic mobility of families in
rural communities? If Congress were to make significant invest-
ments in the expansion of rural broadband, how would this impact
the economic mobility of families in rural communities?
A.1. Substantial investments in broadband infrastructure will in-
crease the financial inclusion of rural communities, both in increas-
ing access to basic financial needs for individuals and small busi-
nesses, but also in the opportunity to create jobs and attract addi-
tional investments in to these areas.

Even before COVID, affordable high-speed internet was rural
communities’ lifeline to basic needs, such as education or online bill
paying. This became even more essential during the pandemic.
Deep South rural communities have less access than rural areas in
the U.S. as a whole, thus disproportionately hindering their access
to life saving services or basic infrastructure to grow their busi-
ness. Table 1. Roughly 40 percent of rural residents of Arkansans,
Louisiana, and Mississippi, lack the most basic level of broadband
access, compared to 25 percent of rural residents nationally.

Table 1. Percentage of Population with Access to Fixed Terrestrial Broadband’

% of State Population | % of Rural Population | % of Urban Population
Alabama 86.1% 69.7% 97.7%
Arkansas 774% 55.9% 94.4%
Louisiana 87.6% 63.3% 9.5%
Mississippi 79.6% 62.6% 97.0%
Tennessee 9L.3% 71.0% 98.5%
United States 94.0% 75.7% 98.5%

This broadband gap matters for understanding the reach of fi-
nancial services into these communities, underscoring the impor-
tance of bank branches and recognizing that online technology
alone will not close the gaps in financial access. It also matters for
assessing whether and how COVID-19 relief dollars will reach
these communities, as many assistance programs, from rent relief
to small business relief, require internet access to both apply for
and receive the funds. Finally, given the proliferation of e-com-
merce and other digital enterprises, the absence of high-speed
internet limits the full participation of rural communities in both
the U.S. and global economy.

4 hitps:/ | crsreports.congress.gov / product [ pdf/RL/RL30719/101 (December 2017 data, min-
imum speed of 25 Mbps/3 Mbps).
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Many low-income and rural communities have been caught in
generations-long cycles of poverty and have little equity on which
to build. More communities need access to prime market lending in
order to sustain and build wealth.

Q.2. Please highlight some of the challenges unbanked and under-
banked face as it relates to building wealth and a solid financial
foundation for growth, in the absence of equity. Please include any
legislative reforms that could help these communities accrue equity
and a foundation for financial success.

For a host of reasons, including online and technology-enabled
banking, we have seen an apparent acceleration of banking sector
consolidation, and retrenchment of bank branches, leaving what is
commonly referred to as banking deserts. What can we learn as we
grapple with the emergence of banking deserts today, from your re-
search into the circumstances and outcomes of those who live lived
in banking deserts decades ago, enabled by Jim Crow laws?

A.2. Much of the Deep South is considered a banking desert. For
example, of the 20 largest banks in the Southeast, analysis con-
ducted by the Federal Reserve Bank of Atlanta, found that only
one bank has branches in the Mississippi Delta.5 In the absence
of branches, large bank Community Reinvestment Act assessment
areas fail to reach into rural communities—limiting another source
of capital for redevelopment.® As currently structured, absent a
physical location in the community, a bank has no obligation to
lend or invest there. This means communities in banking deserts,
such as those in the Deep South, have harder time attracting the
resources needed to finance community needs such as affordable
housing, hospitals, museums, or other job-creating activities. Anal-
ysis conducted by the Opportunity Finance Network underscores
this phenomenon with Community Development Financial Institu-
tions. In looking specifically at rural Community Development Fi-
nancial Institutions (CDFIs), only 31 cents of every dollar borrowed
by rural CDFIs came from a bank. In contrast, over half of bor-
rowed funds from urban CDFIs came from banks.? Rural commu-
nities also bear the heaviest burden of bank closures and within
rural communities those bank closures most likely to occur in com-
munities with a higher share of Black residents. &

One natural consequence of this trend is that the Deep South is
home to the highest rates of unbanked households in the country.
Even though nationally, the unbanked rate is the lowest it has
been since the Great Recession (5 percent), for Black households in
Mississippi and Louisiana, the rate is over 20 percent.? Likewise,
for rural communities the Deep South rate is higher than rates na-

5Federal Reserve Board of Atlanta, “Community Reinvestment Act: Geographies and Strate-
gies in the Southeast”, Aug. 2015, https:/ /www.atlantafed.org | community-development [ publica-
X’ons /partners-update /2015 /04 | 150824-cra-geographies-and-strategies-in-southeast (accessed

pr. 18, 2021).

6 Housing Assistance Council, CRA in Rural America, “CRA in Rural America”, 2015, hitp://
www.ruralhome.org | sct-information | mn-hac-research | mn-rrr [ 1090-rrr-cra-in-rural-america.

7Opportunity Finance Network, “Bank Investment Falls Short in Rural America”, Feb. 2020,
available at htips:/ /ofn.org | advocacy-tools-and-fact-sheets.

8Board of Governors of the Federal Reserve System, “Perspectives From Main Street: Bank
Branch Access in Rural Communities”, Nov. 2019, ht¢tps:/ /www.federalreserve.gov / publications/
files | bank-branch-access-in-rural-communities.pdf.

9FDIC, “2019 How America Banks: Household Use of Banking and Financial Services”, avail-
able at www.economicinclusion.gov.
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tionally (Table 1). Notably, over 40 percent of the population in
Louisiana and Mississippi’s rural counties are people of color. 10

Table 1: 2019 Unbanked Rates for Louisiana and Mississippi, by Race and Rural

White Black Households Rural

Households Households
Louisiana 3.5% 2% 16.7%
Mississippi 5.5% 2% 12.6%
Us. 2.5% 13.8% 6.2%

Source: 2019 FDIC Survey: Household Use of Banking and Financial Services

Finally, mass incarceration plays a role here too. As explored fur-
ther in HOPE'’s recent paper, “Examining the Intersection Between
Criminal Justice and Financial Services in the Deep South”, four
out five Deep South States are in the top 10 States with the high-
est incarceration rates in the county.1! Many of these same com-
munities already experience high rates of unbanked and under-
banked households. See Map 1. As just one example of the intersec-
tion of these two systems which contribute to financial exclusion:
people reentering society often do not have even the basic identi-
fication in order to open a bank account. This is either because
they are not provided one upon reentry or because that identifica-
tion, such as a driver’s license, is taken away as a penalty for un-
paid criminal justice debt.

107U.S. Census Bureau, American Community Survey, 2017.

11 Calandra Davis, “Examining the Intersection Between Criminal Justice and Financial Serv-
ices in the Deep South”, Hope Policy Institute, Jan. 13, 2021, http:/ / hopepolicy.org /manage/
wp-content /uploads | Criminal-JusticePaper.pdf.
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Map 1: State Incarceration Rates and County Un/Underbanked Household Rate
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per 100,000
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Source: Hope Policy Institute Analysis of Prison Policy Initiative data, “States of Incarceration: The Global Context
2018,” and Prosperity Now Estimates of FDIC National Survey of Unbanked and Underbanked households (2017)

These communities face not just an absence of financial capital,
but also contend with predatory lending practices, which extract it.
Payday and car title lenders extract over $1.6 billion in fees annu-
ally from Deep South residents trapped in loans with annual inter-
est rates region as high as 500 percent.!2 Rent-a-bank arrange-
ments in which online lenders partner with out-of-State banks to
subvert State consumer protection laws to make high-cost loans in
the region also impose high costs on the region’s residents.13
Strong consumer protections a such as a Federal 36 percent rate-
cap, repealing the OCC’s true lender rule, and strong rules by the
Consumer Financial Protection Bureau, will ensure support peo-
ple’s financial stability by halting this billion-dollar fee drain from
already economically distressed communities.

As described further in my coauthored paper, “Opening Mobility
Pathways by Closing the Financial Services Gap”, strengthening
investments into community development financial institutions
(CDFIs) and establishing universal basic accounts for all Ameri-
cans are cornerstones of a national strategy to ensure economic op-
portunity. 14 As noted in the paper,

encouraging or requiring all financial institutions that re-
ceive Federal deposit insurance to offer all customers a

12 Asset Center for Responsible Lending, “Payday and Car-Title Lenders Drain Nearly $8 Bil-
lion in Fees Every Year”, April 2019, https:/ /www.responsiblelending.org/sites/default/files/
nodes /files [ research-publication / crl-statebystatefee-drain-apr2019.pdf.

13 Hope Policy Institute, “HOPE Submits Comments Opposing OCC True Lender Rule”, Sept.
2, 2020, http:/ [hopepolicy.org | blog | hope-submits-comments-opposing-occ-true-lender /.

14Bill Bynum, Ed Sivak, and Diana Elliot, “Opening Mobility Pathways by Closing the Finan-
cial Services Gap”, U.S. Partnership from Mobility to Prosperity, Feb. 2018, hitps://
www.mobilitypartnership.org [ opening-mobilitypathways-closing-financial-services-gap.
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“universal basic account,” a free account that is simple,
transparent, and does not charge overdraft or other hidden
fees. The accounts would ensure that all low-income Amer-
icans have access to the financial tools and consumer pro-
tections inherent in the banking system, and they would
mitigate the impact of high-cost and abusive financial
practices. These safe, affordable bank accounts could save
the 15.6 million Americans adults who currently lack ac-
cess to such a service hundreds of dollars a year and tens
of thousands of dollars over their lifetimes. This money
could go toward food, housing, and other basic needs. The
savings would help millions of Americans better serve as
their own safety net, potentially decreasing the need for
public assistance.

In short, these unbanked/underbanked rates represent oppor-
tunity gaps that, if closed can provide a pathway for economic mo-
bility and resiliency. They signal the opportunity to savings billions
in dollars of fees, and greater control of finances, and importantly
a pathway for building wealth and economic opportunity in the re-
gion.

One final solution for building equity includes the expansion of
Down Payment Assistance programs. Given the well-documented
extent of the racial wealth gap, the widening of the gap through
disparate intergenerational wealth transfers and the role of home
ownership in building wealth for most Americans, downpayment
assistance grants represent a proven strategy for overcoming bar-
riers to home ownership when the structural absence of savings
prevents a person of color from obtaining a mortgage. 15

RESPONSES TO WRITTEN QUESTIONS OF SENATOR WARREN
FROM STACY MITCHELL

Q.1. Your written testimony mentioned the role of financial consoli-
dation in depriving rural communities of capital and investment.
Last year, the Department of Justice solicited comments on updat-
ing its Bank Merger Review Guidelines and suggested that it in-
tended to weaken those guidelines even further by loosening the
existing concentration thresholds that are used to determine
whether a merger would have an anticompetitive effect in a certain
geographic market.

Do you believe the current DOJ Bank Merger review process has
sufficiently protected rural communities from the negative effects
of financial sector concentration?

A.1. Rural communities have suffered as the financial industry has
undergone seismic consolidation over the past 40 years. Consolida-
tion has had outsized impacts in low- to moderate-income commu-
nities, including many rural communities, increasing the cost and

15Urban Institute “An Essential Role for Down Payment Assistance in Closing America’s Ra-
cial Homeownership and Wealth Gaps”, April 2021, An Essential Role for Down Payment Assist-
ance in Closing America’s Racial Homeownership and Wealth Gaps (urban.org).
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reducing the availability of credit to farmers, small businesses, and
other borrowers, exacerbating existing inequality. !

Survey data from the Board of Governors of the Federal Reserve
System suggests that “banking customers in rural areas may be
harmed if mergers in rural areas are treated more leniently,” and
that rural communities have reported higher costs to access finan-
cial services in part because branch closures “reduce rural con-
sumers’ choice alternatives and increase rural banks’ market
power.”2 The DOJ’s permissive approach to bank mergers has ex-
acerbated the loss of bank branches in rural areas and around the
country.

For example, regulators including the DOJ’s Antitrust Division
approved the merger between SunTrust and BB&T in 2019. The
merger was conditioned on the sale of 28 branches. As of 2020,
however, the merged company had closed 175 branches and
planned to close at least 800 branches in the coming years.2 In
March, the DOJ and bank regulators approved the merger of TCF
Financial and Huntington Bancshares, conditioned on the divest-
ment of 14 branches; those companies say they will shutter nearly
200 branches postmerger. 4

Q.2. I agree with FTC Commissioner Chopra and Professor Kress
that the current DOJ Bank Merger review processes “are woefully
inadequate to protect consumers and the broader economy,” par-
ticularly in rural and low-income areas, and that the current guide-
lines “have failed to protect U.S. consumers and businesses from
the negative consequences of bank consolidation.” >

Do you believe that the merger review process can be strength-
ened so that bank mergers occur only when they are in the public
interest? If so, do you have any specific recommendations for ways
these guidelines can be improved.

A.2. Reviews of bank mergers can and should be strengthened to
ensure they serve the interest of depositors, borrowers, and the
overall public. One way to help eliminate harmful mergers and
slow further industry consolidation would be to lower the current
deposit share cap for bank mergers. Under current law, a bank
merger is barred if the combined bank would hold more than 10
percent of the country’s deposits. This current cap has already al-
lowed banks to expand to dangerous proportions. This threshold
could be lowered or changed to a significantly smaller portion of
GDP in order to prevent further consolidation.

The current Herfindahl-Hirschman Index screen of 1800/200
concentration ratio has not prevented banking mergers that have
led to significant consumer and economic harm. This threshold
could be lowered to better screen for harmful mergers, particularly

1See, e.g., Comment of FTC Commissioner Rohit Chopra and Professor Jeremy C. Kress to
the U.S. Department of Justice, November 4, 2020.

2“How Do Rural and Urban Retail Banking Customers Differ?” David Benson, Serafin
Grundl, and Richard Windle, FEDS Notes, June 12, 2020.

3“Back to Basics: The Principles of Bank Merger Review”, Christopher E. Rhodes Jr., North
Carolina Banking Institute 273 (2020)

4“Huntington, TCF To Close 198 Branches for Planned Merger”, J.C. Reindl, Detroit Free
Press, January 26, 2021

5Comment of FTC Commissioner Rohit Chopra and Professor Jeremy C. Kress to the U.S.
Department of Justice, November 4, 2020.
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in rural communities and elsewhere without access to robust bank-
ing competition.

Another, stronger approach would be for the DOJ should imple-
ment bright-line structural thresholds for rural banking mergers to
prevent communities from losing access to financial resources
through mergers.

RESPONSES TO WRITTEN QUESTIONS OF SENATOR WARNOCK
FROM STACY MITCHELL

Q.1. Many low-income and rural communities have been caught in
generations-long cycles of poverty and have little equity on which
to build. More communities need access to prime market lending in
order to sustain and build wealth.

Please highlight some of the challenges unbanked and under-
banked face as it relates to building wealth and a solid financial
foundation for growth, in the absence of equity. Please include any
legislative reforms that could help these communities accrue equity
and a foundation for financial success.

A.1. People who are unbanked or underbanked often must rely on
high-cost, predatory alternatives, such as check-cashing outlets and
high-cost online lenders. This further exacerbates poverty, and
makes it impossible to build the savings and credit needed to pur-
chase a home, obtain financing for a small business startup, or in-
vest in education.

Policy approaches that would help communities that lack finan-
cial institutions include postal banking, more capital and support
for community development financial institutions (CDFIs), and pro-
gram to help more communities create credit unions. In addition,
lawmakers should crack down on predatory lenders.

Q.2. For a host of reasons, including online and technology-enabled
banking, we have seen an apparent acceleration of banking sector
consolidation, and retrenchment of bank branches, leaving what is
commonly referred to as banking deserts. What can we learn as we
grapple with the emergence of banking deserts today, from your re-
search into the circumstances and outcomes of those who live lived
in banking deserts decades ago, enabled by Jim Crow laws?

A.2. While technology-enabled banking has contributed to the
growth of “banking deserts,” my read of the data is that the more
significant driver of this trend is the decline of locally owned, com-
munity-based financial institutions, which has disproportionately
affected rural, low-income, and Black and Brown communities.
Between 2006 and 2018, the U.S. lost a staggering 41 percent of
its community banks. Today, there are just over 5,000 community
banks and their market share stands at 17 percent.! According to
FDIC data, nearly 1,100 counties, more than one-third of the total,
now lack a community bank, up from about 650 counties in 2006.
Most of these counties are rural, and the data show that counties

1Institute for Local Self-Reliance analysis of data from the Federal Deposit Insurance Cor-
poration (FDIC) and the National Credit Union Administration (NCUA).
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with a larger share of African-Americans have been especially hard
hit by these losses. 2

In my view, the key to solving the problem of banking deserts
is not to try to prod or cajole the big banks into serving commu-
nities that they clearly have no interest or motivation to serve. In-
stead, we should adopt policies that dramatically reduce the size
and market dominance of these big banks and create a regulatory
e}Illvironment in which community based financial institutions can
thrive.

To this end, we should reconsider the Federal policy changes in
the 1980s and 1990s (including the Riegle Neal Interstate Banking
and Branching Efficiency Act and the Gramm-Leach-Bliley Act)
that led to consolidation and the decline of community banks.

While the Dodd-Frank Act of 2010 purported to curb the ex-
cesses of an outsized financial industry, the law in many ways did
the opposite. Dodd-Frank had important regulatory successes, in-
cluding the Consumer Financial Protection Bureau, but it essen-
tially doubled-down on the policy status quo. It failed to seriously
challenge big bank power. It also created new compliance burdens
for community banks, credit unions, and bank startups, including
lengthy quarterly regulatory filings. Since the passage of Dodd-—
Frank, the market share of the megabanks has swelled.

RESPONSES TO WRITTEN QUESTIONS OF SENATOR WARNOCK
FROM MARCIA ERICKSON

Q.1. Thank you, Chairman Brown, for holding this important hear-
ing focused on our rural communities. I recently did a tour across
rural Southwest Georgia with Congressman Sanford Bishop to visit
with my farmers. At every stop, I asked these farmers about their
broadband connectivity. Many attendees on this tour said their con-
nection was either spotty or too expensive. Considering the State
overall, approximately 10 percent of Georgians live in areas where
there is no broadband connection and almost 39 percent of Geor-
gians live in an area where there is only one internet provider.
Issues with broadband access and affordability prevent rural com-
munities from fully accessing telehealth services, participating in
virtual learning, and connecting to e-commerce opportunities.

You noted in your testimony, “The lack of housing and afford-

able, reliable broadband contributes to the lack of workforce for our
small communities.” How would our rural workforce be strength-
ened by ensuring that reliable broadband is both accessible and af-
fordable? What would this connectivity mean for the prosperity of
our rural communities?
A.1. Reliable and affordable broadband is critical to our rural com-
munities. Our family farming operation depends on broadband for
a successful season. Broadband is essential to follow and evaluate
commodity markets, make production decisions, and become more
efficient. Access to reliable internet is also essential for field im-
agery to reduce pesticide and insecticide use. Broadband helps
farmers achieve optimal yield and maximize their profits.

2Ibid.
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Broadband is also critical to the success of our businesses in
rural America. My daughter-in-law opened an online boutique that
has allowed her to be at home with her young children rather than
commute one hour to work. This business would not have been pos-
sible without broadband. All sales, marketing, and accounts receiv-
able are fully based on the internet. She does not have a physical
storefront. In a community with a population of 300, this would not
have been possible without access to internet. Yet, many commu-
nities and individuals in rural America do not have this oppor-
tunity due to the absence of broadband.

As the Chief Executive Officer of GROW South Dakota, a state-
wide nonprofit, that provides community, housing, and economic
development across the State, our company also relies on
broadband to serve our customers. For instance, when
NeighborWorks America provided us downpayment assistance
funds, our organization was able to provide assistance to over 200
individuals throughout the State in a very short time period via on-
line applications. When a customer did not have access to
broadband, we provided an alternative method of applying for as-
sistance. This gap in access needs to be closed to give every person
fair access to opportunities.

Many of today’s value-added agricultural industries prefer to lo-
cate in our segments of Rural America, due to the availability of
livestock or crops, as well as quality land. In most cases, such
value-added industries are located in wide-open geographic areas,
which may lie within gaps of broadband service, or in difficult to
serve topography. This also exacerbates the housing challenges of
our region in addition to technology challenges. The areas that still
need available and reliable broadband infrastructure are the most
difficult to install and serve.

South Dakota Governor Noem reported that “half of South Dako-
ta’s counties have rural areas where one in four people do not have
adequate internet access. Some counties consist of rural areas
where half the residents don’t have reliable access” (Yost, 2021,
para. 2). Not having reliable internet access affects businesses
greatly. Governor Noem stated that we must “close the broadband
gap to ensure South Dakotans can work and hire locally while sell-
ing globally” (para. 2). This is true across the United States. We
must invest in broadband to further our workforce opportunities
and to remain competitive as a Nation.

In a written comment to the Federal Communications Commis-
sion, Marietta Rodriguez, President and CEO of NeighborWorks
America noted that the NeighborWorks network have focused to-
gether on broadband needs in affordable multifamily homes and in
communities lacking broadband access—particularly through our
network’s Rural Initiative. Large swaths of rural areas, tribal
areas, and areas of persistent poverty lack access to reliable high-
speed internet (Rodiguez, NeighborWorks America President and
CEO, 2021). As part of the advisory committee for the
NeighborWorks Rural Initiative, I am fully aware of the challenges
of broadband access throughout rural areas of America.

Federal sources are needed to help close the broadband gaps and
provide fully accessible and affordable means for farm operations,
business growth and success, nonprofits, and also areas of tele-
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health, and education. For our communities to be fully competitive,
advancements in broadband are needed. Broadband is necessary to
all, and high speed access that is affordable is critical to providing
services in rural America. Now is the time to make broadband in-
vestments.

Q.2. Please highlight some of the challenges unbanked and under-
banked face as it relates to building wealth and a solid financial
foundation for growth, in the absence of equity. Please include any
legislative reforms that could help these communities accrue equity
and a foundation for financial success.

A.2, Rural and minority communities face challenges as it relates
to building wealth for all residents but especially for the unbanked
or underbanked. Unbanked individuals need access to affordable
and mainstream financial systems to build wealth. One area that
is directly related to building wealth is home ownership. However,
current market conditions have put home ownership out of reach
for many.

In a May 14, 2021, article on SDnewswatch.org, Danielle Fer-
guson reported, “First-time homebuyers or those looking for prop-
erties at an affordable price have found themselves in bidding wars
with others willing to pay $20,000 to $60,000 above list price. Ev-
eryone is competing for a smaller pool of homes on the market, and
some South Dakota homes are selling in less than two days” (Fer-
guson, 2021, para. 3). This frenzy has created frustration for many
would-be homeowners, but especially for those that lack access to
traditional lending institutions.

Without prior banking relationships, low to moderate income in-
dividuals seeking home ownership have even less of a chance for
home ownership with the current housing market.

Ferguson further states, “The frenzied market is pushing up
home prices and making it more difficult for low- to medium-in-
come residents to achieve home ownership. The $45,000 average
yearly income in South Dakota cannot compete with the pur-
chasing power of a six-figure, out-of-State salary. Those longtime
residents who normally would be able to purchase a home are
forced to remain in rental properties, further putting a limit to the
available rental units for families in need of affordable housing”
(para. 5).

The proposed Neighborhood Homes Investment Act (NHIA)
would help address some of the gaps. However, as much flexibility
as possible is necessary with the implementation of this initiative.
The areas that are eligible for assistance need to be widened and
available to individuals with low to moderate income regardless of
location or census tract. The NHIA information states, “In markets
where the ‘numbers don’t work’—e.g., it costs more to build or
rehab a house than the property can be sold for—owners will walk
away from homes that are no longer habitable and can’t be refi-
nanced or sold. Without a financing tool to close the value gap,
even the most resourceful housing developers cannot (and will not)
be able to address the thousands of vacant R-1 zoned properties
that burden distressed neighborhoods” (Neighborhood Homes Coali-
tion, n.d., para. 4). This is exactly what South Dakota is experi-
encing across the State and in every community.
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Another recommendation is to continue support of accountable
Community Development Financial Institutions (CDFIs) by pro-
viding continued and greater access to low-cost and longterm cap-
ital or grants. CDFIs are often the first stop for unbanked or
underbanked. These investments revolve, with mission at the fore-
front, to provide a means for affordable, quality, and safe housing.
Access to mission-based lenders is even more critical as the current
market has caused an even greater gap between the appraised
value and sale cost. Costs to build are also higher in rural and trib-
al areas of South Dakota due to delivery costs and lack of local con-
tractors. This gap is widened further with the current housing mar-
kets. Many communities lack the capacity to complete projects re-
lated to workforce and housing efforts, and they are unable to sup-
port economic development staff. CDFI’s in these communities are
able to help build the capacity of the local economic development
staff and assist them in finding key resources for their needs.

A second recommendation is to provide additional access to cap-
ital to assist small businesses in rural, persistent poverty areas,
and minority areas so essential capital is available to community
residents. Currently, residents may need to travel long distances to
purchase basic necessities. Mission based lenders, such as CDFTI’s,
can help meet this need for access to capital, but most Federal pro-
grams require a non-Federal match which is difficult to obtain in
these areas. Waiving or eliminating the match requirement for
CDFIs and other nonprofit lenders would enhance the availability
of lending products to those that need the capital the most. Non-
profit lenders also often pair their lending serves with free one-to-
one coaching and financial education which also can help to build
credit scores and promote individual financial health.

CDFTI’s play an important role in providing mortgage credit,
small business lending, and other services to minority and low and
moderate-income communities and individuals. Funding should be
allocated with a focus on both rural and minority areas to help
reach the underbanked. This funding should be partnered with in-
dividual financial coaching. One of the best avenues for this ap-
proach is through CDFI’s that have a proven history.

Q.3. For a host of reasons, including online and technology-enabled
banking, we have seen an apparent acceleration of banking sector
consolidation, and retrenchment of bank branches, leaving what is
commonly referred to as banking deserts. What can we learn as we
grapple with the emergence of banking deserts today, from your re-
search into the circumstances and outcomes of those who live lived
in banking deserts decades ago, enabled by Jim Crow laws?

A.3. As a practitioner in the field, delivering community, housing,
and economic development services, I have seen rural community
lending institutions struggle to keep their doors open. Online bank-
ing is bringing change to our communities, often creating intense
competition for small banks. National banks are gaining the mar-
ket share from smaller banks and credit unions. There is also a
growing preference for digital banking. Customers are moving their
business to larger banks due to their online capabilities. Many
small banks are disappearing. Part of the challenge of the dis-
appearance of community banks is the increasing costs to tech-
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nology and security, the minimum scale required for banking to be
competitive, along with increasing regulation.

These challenges are creating bank deserts. These deserts are
often found in areas of low-income, minority, and rural populated
areas. These banking deserts, where no banks are located, are in-
creasing. According to a Federal Deposit Insurance Corporation
survey, 8.4 million households in the United States were
unbanked. An additional “24.2 million were underbanked, meaning
that the household had a checking or savings account but also ob-
tained financial products and services outside of the banking sys-
tem” (Federal Deposit Insurance Corporation, 2020, para. 3).

South Dakota is fortunate to be served by a system of high-qual-
ity independent community banks and a few national banks. Many
are locally or regionally owned and known in our communities.
Supporting our independent community banks in their roles to
serve our small, remote, and geographically isolated areas is the
challenge.

Losing local banking institutions creates disadvantages especially
for minorities, persistent poverty areas, and rural communities.
There is also lost community and personal benefit. Banking deserts
limit adequate access to essential banking services similar to what
Jim Crow laws brought about. Banking deserts create the same
type of diminished or unequal access to essential banking and fi-
nancial services. Examples of lost services are access to safety de-
posit boxes, making deposits or cash withdrawals, and cashing
checks. There is also lost opportunities for mortgage loans and
small business lending.

Marietta Rodriguez, NeighborWorks America President and
CEO, noted in a written comment to the Federal Communications
Commission, “To the extent that a bank has branches, they should
be accessible to LMI area residents on an equitable basis. Particu-
larly in LMI communities, the physical presence of a bank, and by
extension the safe, regulated financial products that it offers, is a
necessary counteroffering to the title lenders, payday lenders, and
other similar enterprises that frequently appear in these neighbor-
hoods that offer unsafe or predatory products. Personal inter-
actions, such as the chance to ask questions about unfamiliar lend-
ing or banking procedures, cannot be duplicated by mobile banking
or ATMs” (Rodriguez, 2018, p. 9).

The personal connection with bank tellers remains prevalent in
South Dakota where individuals, especially low-income and elderly,
are often seen cashing their paycheck or Economic Impact Payment
Coronavirus Aid checks, or securing important documents or items
in safety deposit boxes. Without the local banking institution, these
individuals may resort to other means of high cost services. Elderly
and low-income individuals often do not have access to internet or
do not have the skills needed to access online banking.

The FDIC reported, “Households may rely on bank branches not
only to access an account but also for a variety of other activities,
such as individuals eligible for an Economic Impact Payment au-
thorized by the Coronavirus Aid, Relief, and Economic Security Act
(CARES Act) but without direct deposit information on file with the
Internal Revenue Service may have received their payment by
paper check or prepaid card. Some individuals that received a
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paper check may have used a nonbank check casher to get the
funds” (Federal Deposit Insurance Corporation (FDIC), 2019, p.
55). The FDIC survey further notes that the use of cash for paying
bills in a typical month was also higher among lower-income house-
holds, less-educated households, younger households, Black house-
holds, Hispanic households, American Indian or Alaska Native
households, working-age disabled households, and households with
volatile income (pp. 1-2).

The need for community banks remains; however, there con-
tinues to be a decrease in banking institutions which leads to fur-
ther inequality of services. A November 2019 report of the Federal
Reserve System, Perspectives From Main Street: Bank Branch Ac-
cess in Rural Communities, found that between 2012 and 2017,
there was a substantial increase in the number of communities
with no bank headquarters, the majority of which were rural. Over
the same 5-year period, over 40 percent of rural counties lost
branches, with some rural counties experiencing considerable de-
clines (Board of Governors of the Federal Reserve System, 2019, p.
3).

According to the 2019 FDIC Survey, “Physical access to bank
branches remains important despite the increase in the use of mo-
bile banking and the decline in the use of bank tellers for account
access. Households may rely on bank branches not only to access
an account but also for a variety of other activities” (FDIC, 2019,
p. 55).

In a report from the National Community Reinvestment Corpora-
tion, they compared data from 80 years ago with more current eco-
nomic and demographic information in areas of low-to-moderate in-
come (LMI), middle-to-upper income (MUI), or majority—minority.
“To a startling degree, the results reveal a persistent pattern of
both economic and racial residential exclusion. This is evidence
that the segregated and exclusionary structures of the past still
exist in many U.S. cities” (Mitchell, 2018, para. 10).

To combat the decreasing numbers of community banks, regula-
tions should be reviewed and amended. Regulations have made it
increasingly difficult for community banks to operate their busi-
ness. Community banks are disproportionately affected by in-
creased regulation and are less able to absorb the additional cost
or may not have the staffing levels required to oversee the regula-
tion. For instance, many of our rural small banks do not offer mort-
gage lending due to the complexity in this service. The regulatory
burden contributes to the loss of local banking institutions and un-
equal access to needed services. Equitable access to banking serv-
ices, home mortgages, and small business loans is needed for equi-
table inclusion and wealth building.
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ADDITIONAL MATERIAL SUPPLIED FOR THE RECORD

DECLARATION OF MARK N. FOX, CHAIRMAN OF THE MANDAN,
HIDATSA, AND ARIKARA NATION, ALSO KNOWN AS THE THREE AF-
FILIATED TRIBES

Exhibit 1

Declaration of Mark N. Fox,
Chairman of the Mandan, Hidatsa &

Arikara Nation, also known as
the Three Affiliated Tribes
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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLUMBIA

STANDING ROCK SIOUX TRIBE;
YANKTON SIOUX TRIBE; ROBERT
FLYING HAWK; OGLALA SIOUX
TRIBE,

Plaintiffs,
and

CHEYENNE RIVER SIOUX TRIBE;
SARA JUMPING EAGLE, ET AL., Case No. 1:16-cv-01534-JEB
o (and Consolidated Case Nos. 16-cv-1796 and
Plaintiff-Intervenors, 17-cv-267)
V.

U.S. ARMY CORPS OF ENGINEERS,

Defendant-Cross Defendant,
and

DAKOTA ACCESS, LLC,

Defendant-Intervenor-Cross Claimant.

DECLARATION OF CHAIRMAN MARK N. FOX OF THE MANDAN, HIDATSA &
ARIKARA NATION

1. My name is Mark N. Fox. [ am Chairman of the Mandan, Hidatsa & Arikara (MHA)
Nation, also known as the Three Affiliated Tribes. The MHA Nation’s address is 404 Frontage
Road, New Town, North Dakota 58763.

2. The MHA Nation is located on the Fort Berthold Indian Reservation (“Reservation”) in
North Dakota. Our Reservation surrounds the Missouri River and Lake Sakakawea and covers

over one million acres of land. As of April 8, 2021, the MHA Nation had 16,808 enrolled members.



107

3, The MHA Nation’s oil and gas reserves are held in trust on our behalf by the United States.
As trustee, the United States owes the MHA Nation and its members a fiduciary duty to protect,
administer, and account for the MHA Nation's trust property and oil and gas resources, and it must
do 0 in a way that ensures the MHA Nation continues to enjoy full use of its trust resources
without any diminution in value caused by its trustee’s actions.

4. If the Dakota Access Pipeline (“DAPL”) is shut down, the MHA Nation will suffer
significant financial, environmental and safety harms that will add further injury to the MHA
Nation’s economy already suffering monumental losses as a result of the COVID-19 pandemic.

5. The MHA Nation has significant oil and gas reserves on our Reservation, with an estimated
total of hundreds of millions of barrels of oil. Oil production on our Reservation is likewise
significant, currently totaling approximately 300,000 barrels per day. There are currently over
2500 wells on the Reservation. About 25% of North Dakota’s current total oil production takes
place on our Reservation. Since 2008, the MHA Nation has been engaged in developing its oil and
gas resources with the approval of the federal government. There are potentially over 2,000 more
new wells to be developed in the future. Each well represents millions of dollars in tax and royalty
revenue to the MHA Nation for the benefit of its members.

6. The MHA Nation’s economy is heavily dependent on oil and gas development. Oil
production on our Reservation s a critical source of governmental revenue for the MHA Nation.
More than 80% of our tribal budget in the current fiscal year comes from oil and gas royalties and
tax revenue. These funds are used by the MHA Nation to pay for things like health insurance for
our members, contractual commitments for ongoing infrastructure projects, tribal courts, law

enforcement and drug enforcement, a child safety center and foster home, elder care and assistance,
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housing and many other programs and needs on our Reservation. The MHA Nation’s cost of health
insurance alone exceeds $40,000,000 annually.

7. The MHA Nation uses a significant amount of its oil and gas revenue to construct
community buildings like new schools, athletic fields, cultural centers, health clinics, emergency
management centers, law enforcement centers, and courthouses. Oil and gas revenue also goes to
construct and maintain highways and maintain our regulatory infrastructure. The MHA Nation
spends significant revenue to fund tribal regulatory agencies charged with mitigating the
environmental and social impacts of oil and gas development, to ensure that our oil and gas
resources are developed in a responsible manner, and as well to protect our land, water, air, and
species against not just the impacts of energy development but also the very real threats of climate
change, so that we may preserve our culture and ways of life for generations to come.

8. The sharp drop in oil prices as a result of the COVID-19 pandemic has already led to a
sharp decrease in revenue for the MHA Nation. Federal relief dollars have not come close to
making up the difference, and that gaping lost revenue gap has greatly affected our ability to meet
our contractual and commitments and fund our planned programs and projects. The MIA Nation
can thus not afford further challenges to its ability to get its oil production to market.

9. Over sixty percent of the oil frust resources produced on our Reservation is transported to
market on DAPL. If DAPL is shut down by any branch of the U.S. government, much of our
Reservation production will be difficult to move to market and future production will be sharply
curtailed. Not only would a DAPL shutdown deprive the MHA Nation of any return on substantial
investments we have made in planned increases in oil production from our trust resources, it would
also deprive us of substantial revenue from existing wells on our Reservation, causing significant

additional financial harm both to the MHA Nation and the many people, native and non native
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alike, who work in our Reservation’s oil and gas industry. We have every reason to believe that
the MHA Nation and individual Indian trust royalty owners will suffer significant financial losses
as the value of our oil and gas trust resources is diminished by a shutdown of DAPL.

10. ] directed MHA Nation staff and consultant experts to provide a study of the financial harm
that could be done to the MHA Nation in the event DAPL is shut down. They have estimated that
the losses will exceed $160,000,000 over a one year period and exceed $250,000,000 over two
years.

11. The MHA Nation will also suffer significant environmental harms if DAPL is shut down.
DAPL is the most efficient, environmentally-friendly way to transport to market the trust oil
produced on our Reservation. The only alternative to the pipeline transport is to increase use of
truck and rail transport. To the extent our Reservation trust oil now carried by DAPL is shifted to
either of these more expensive options, the result will be increased truck and rail traffic in and
around our Reservation, with increased road damage, more motor vehicle accidents, as well as
increased air pollution from dust and and heavy vehicle emissions that pose shori-and-long-term
risks to the health and safety of MHA Nation members, their livestock and the many species of
animals and fish that inhabit our lands and waters.

12. In addition, shutting down DAPL would likely result in increased fatalities among the
members of the MHA Nation using the roads on our Reservation. When DAPL began transporting
our Reservation trust oil in 2017, it brought a decrease in the reliance on heavy fruck and rail to
transport oil from the region, and the MHA Nation noticed a significant reduction in traffic-related
fatalities on our Reservation. According to state highway statistics, five fewer fatalities occurred
annually after DAPL reduced traffic on our Reservation. Shutting down DAPL would likely result

in a corresponding increase in fatalities within our MHA Nation.
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Pursuant to 28 U.S.C. § 1746, I declare under penalty of perjury that the foregoing is true and

correct.

Executed: April 19, 2021 / / M/ :/ %
Mark N.Fox, Chairman

Tribal Business Council
MHA Nation
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LETTER FROM STATE EDUCATION LEADERS

The Honorable Joseph Biden

President of the United States of America
The White House

1600 Pennsylvania Ave, NW
Washington, D.C. 20500

February 16, 2021
Dear Mr. President:

Itis unusual that state education leaders would be in a position to warrant this letter. We write
to oppose the actions taken to ban cil and gas leases on federal land and to curtail production
and transmission of the commodities. Specifically, 1) The Department of the Interior's Order
3395 places a moratorium on new mining, oil, and gas leasing and permitting on federal lands,
off and onshore; 2) Section 208 of the Climate Crisis Executive Order places a "pause” on
entering into new oil and natural gas leases on public lands or offshore waters; and allows for
review and reconsideration of federal oil and gas permitting and leasing.

As state education chiefs we have appreciated generous access to your education transition
team and we had multiple opportunities to discuss schools safely reopening, student
well-being, and academic pricrities. We are also enthused that U.S. Secretary of Education
nominee, Miguel Cardona, most recently served as a state education chief, and well
understands the critical leadership role that we have as state leaders. We look forward to
working collaboratively on many education issues. Thus, it is imperative that we bring to light
the arbitrary and inequitable move to shut down oil and gas production on federal lands in our
states that depend on revenues from various taxes, royalties, disbursements, and lease
payments to fund our schools, community infrastructure, and public services.

o In Wyoming, the oil and natural gas industry contributed $740 million in funding
for K-12 education and $28 million to \Wyoming's higher education system in 2019. 92%
of all natural gas and 51% of oil produced in Wyoming comes from federal lands. The
ban translates into the loss of hundreds of millions of dollars for education and 13,300
direct jobs ina state of 500,000.

o |n Montana, $30 million in revenue is at-risk, along with over 3,000 jobs.

o In North Dakota, the lease moratorium would result in 13,000 lost jobs over four years,
along with $600 million in lost tax revenue and a $750 million loss in personal income.
North Dakota’s oil and gas industry accounts for 24,000 direct jobs in the state.

o In Utah, $72 million in revenue is at risk with 11,000 jobs at stake.

o In Alaska, over $24 million in state revenue is tied to federal leases for oil and natural
gas, along with 3,500 jobs.
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As state education chiefs, we place equity and quality at the forefront of policy making. We
care deeply about clean air and clean water for future generations. And, we advocate fiercely
for adequate funding for all students in all schools. Reform of the industry is necessary and
can be accomplished, but not by abruptly restricting industries that define our culture and the
generate revenue on which so many rely.

Mr. President, as state education leaders, we are uniquely positioned to think about how to
support and fund education for the next generation. Given support by your administration, in
the form of an exemption from orders that diminish the oil and natural gas industry, our states
can continue to diversify and innovate the industry and fund education. Our shared goals are a
reduced global carbon footprint, protected wildlife, and quality educational opportunities for all
children.

We thank you for your consideration and we welcome a continued conversation.

Respectfully,

Jillian Balow, Wyoming Elected State Superintendent
Kirsten Baesler, North Dakota Elected State Superintendent
C _9% "Z f-d'_/

Elsie Arntzen Montana Elected State Superintendent

Utr ’ J‘J (I

/

Michael Johnson, Alaska Governor-appointed State Commissioner

e i

Sydnee Dickson, Utah Board-appointed State Superintendent
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