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Thank you, Jim for that introduction.  It is a distinct pleasure to be with you today.  Before I get started I want to make a couple of observations.  When I was invited down here to speak to you, I took some time to dig into what the Palmetto Institute was about.  Let me tell you that this is a very unique opportunity for me and a real privilege to be here today to see what’s going on.
I think it is also a remarkable opportunity for all of you who are involved this.   In addition to the work that Darla Moore and her group doing, I consistently run into Jack Schuler with Arborone.  Jack and his group are all over the country working on some  very interesting rural development financing projects.
I can assure you that Dr. Randy Hudson, and his teams, with East Coast Ethanol are all over the country trying to figure out the Ethanol issue.
But you know, when you get leadership that comes back to their roots with a singular agenda, and that is to increase economic opportunity and improve the quality of life for rural South Carolinian’s.  They do things differently.  They conduct an assessment and develop a structure that develops a strategic analysis.  The analysis reviews the educational system, they look  at developing a solid communications strategy that ultimately digs into the tax system and other areas.

You are very fortunate.  I only know of one other state that has provided this kind of leadership, at this level, to look at what agriculture is capable of doing, and it’s not even my home state of Iowa, it’s the state of Indiana where Mitch Daniels is the Governor.  He went back home and ran for Governor and was elected.  Since then he has created a multi-pillar economic development strategy for improving rural Indiana through agriculture and renewable energy.  I think that you should be very proud of what you are doing and how you have approached this process.  
Because I think most of you are involved in production agriculture in one way or another I would like to give you an update on what is going on with the Farm Bill.  Literally this thing changes minute by minute.  As of this morning it does look like the Senate will get a number of the issues resolved.  At one point before they left town for the Thanksgiving recess they had over 270 proposed amendments many of them were non germane.  Both sides of the isle are working  to get that down to a manageable number.  It has been suggested that they may in fact take this bill up when they get back next week.  I wouldn’t be surprise if the Senate does address the bill before the end of December, but then it will need to go to conference and when that process will happen remains to be seen.
We (the administration) believe that we submitted an effective and well though out farm bill.  The farm bill, that administration submitted, was the out growth of farm bill listening sessions that took place in every state except two.
This is the result of President Bush and then Secretary Johanns sitting down and deciding to find out what was important to rural Americans.  They conducted 52 farm bill listening sessions. The overwhelming response was a strong interest in reform and a virtually unanimous support for Rural Development and the conservation programs. 
The rest of the areas, which is no surprise to you folks, there was significant difference in opinion about program payment and loan programs.

The house bill was passed in late July and the Senate bill that we have seen - there is literally no other way to say this - but it is just a bunch of gimmicks.  It literally - as compared to our bill – which  came in at 4.4 billion over the baseline the Senate bill came in at 37 billion over the baseline.  It contains 22 billion dollars of what we call budget gimmicks and 15 billion dollars in tax increases.  There is 10 billion dollars  that is simply reflects the rearranging of payments.  This is not a solid approach.   We don’t believe that using the farm bill for tax increases is a good way to go.
On the reform side of this, it fails to eliminate what we call the “pick your price”.   Probably the best example is with hurricane Katrina 2005.  There was obviously a limited ability to ship grain for months.  The corn market went lower than expected.  Their proposals don’t make sense in creating a farm program that long term provided insurance.  It clearly puts the bulls eye on the producers back.
Ultimately the Senate version fails to provide the kind of insurance that farmers need to cover their crops.  
The President Bush really does want to pass a strong and solid Farm Bill this year.   
It is also a privilege for me to be here today representing the 6,300 men and women of USDA Rural Development around the country. Two of them are here: Tee Miller, our State Director, and Greg White, our Director of Business Programs.  This is where it happens.  Without the Tee’s of the world these programs would not work.
Since 2001, Tee and his team have been responsible for more than $2.3 billion in investment in rural South Carolina.  They are doing a tremendous job. USDA Rural Development is the one agency in government that can build an entire community from the ground up.
So if you don’t already know Tee and Greg, be sure to introduce yourself before you leave.  We look forward to working with you.

One day it might be a Critical Access Hospital that is the type of project that Jack Shuler does and they have done it very well. The next day, it could be an investment in a Distance Learning or Telemedicine project … or affordable housing … or upgraded water or wastewater system … or a new business bringing new jobs to a small town.  

Bottom line, we are an investment bank for rural America.  We have a current portfolio of nearly $100 billion in rural infrastructure, housing, community facilities, business and energy development.   Let me tell you we have a very low default rate. 

I know the phrase “I’m from the government and I’m here to help you” is the punch line to more than a few old jokes … sometimes for good reason … but in the six years I have been privileged to be associated with the men and women of USDA Rural Development, I have learned that, in our case, it really is true.

I was very interested to hear Ms. Moore this morning talk about the need to develop a strategic plan and a brand so that the Palmetto Institute could develop a solid approach to where they should be focusing their time and effort to revitalize rural South Carolina.
The reason that this was important to me is that Rural Development was an amalgamation of reorganization that combined several organizations into Rural Development.  No one, including our employees knew who we were or what we did.   It was a diamond in the rough.

I went out and hired a good friend of mine who was a retired CEO of major farm publishing company and convinced him to come to work for me.  He led us in our effort to develop a  marketing plan  that has put Rural Development on the map.
He showed me just how out of sink we were with our employees and our customers.  We did a number of focus groups that helped us to identify the areas we needed to  focus our attention.

In five and half years we have and reorganized and redirected this organization with the help of folks like Tee three times.  We have cut 350 offices and eliminated 1200 full time positions.  That means about a hundred and twenty million dollars annual savings.  We have also doubled our book of business.
This happen we because we did a branding and marketing strategy in conjunction with a number of things.  I am telling you this because it works.  You can do something out here that may be bigger and better.

I’ve been asked today to discuss renewable energy, and I’d like to begin with a quick commercial announcement. Next March … March 4-6, in Washington, D.C. … the United States will be hosting WIREC 2008.  

WIREC stands for the Washington International Renewable Energy Conference.  WIREC 2008 is the third in a series of global Ministerial meetings on renewable energy, following earlier Ministerial in Bonn and Beijing in 2004 and 2005. We expect over 70 countries to participate.

WIREC 2008 will be unique in that … in addition to the Ministerial … there will be a co-located Exhibition, a major Business Conference, and numerous Official Side Events to encourage cross-fertilization among all the sectors represented.

The major tracks will be Agriculture and Rural Development … Finance … Market Adoption and Deployment … and Research and Development.  This is truly an international story.  We have much to share, and much to learn.  As you begin explore South Carolina’s opportunities in this area, I urge you to give consideration to attending.

I am often accused of being an incurable optimist, and I suppose that there is some truth to that accusation.  But I DO believe that we are entering an era of remarkable opportunity … for agriculture … and for rural America as a whole.
Farm incomes are up. Farm equity has increased by $1 trillion since the beginning of this decade.  Farm exports are up … they set a record this year for the fourth straight year and are expected to set another record in 2008.  The President has proposed a strong Farm Bill to keep these trends headed in the right direction. That’s being debated in Congress right now.
In addition we have four important trade agreements pending with Columbia, Peru, Panama and South Korea. These would further expand access for U.S. agricultural products to emerging markets with more than 125 million people and a combined $1.5 trillion economy. Congress needs to get those passed as soon as possible.
Beyond the farm, the rural economy as a whole continues to diversify.  Broadband and distributed computing level the playing field.  Technology helps rural communities provide quality health care, better schools, and other vital community services.  These are key Farm Bill issues as well.

We could discuss any of these subjects at length. At USDA Rural Development, our mission is to increase economic opportunity and improve the quality of life in rural communities. Other than trade promotion, we are involved in all these areas.

But clearly, out of this wealth of new opportunities, one of the most important is renewable energy.  The bottom-line reality is that renewables … finally … are going mainstream. Rapidly.
From a national perspective, the results on the ground are frankly outrunning pubic perceptions.  The word is beginning to creep out that something fundamental has changed … but I would submit that the explosion in renewable energy development is still one of the big underreported stories of this decade. 
In the United States, we have tripled ethanol production since 2000 and we will double it again in the next two years.

Installed wind capacity has more than quadrupled just in this decade. We led the world in new capacity in 2005 and 2006. We will probably lead the world again this year.

The Solar Energy Industries Association reports that global photovoltaic installations have increased by an average of more than 25% annually over the last decade, and by more than 35% annually over the last five years.  

Seven years ago, we produced 2 million gallons of biodiesel. That’s a few lab scale operations and some experimental recycling. This year, USDA is projecting production of 379 million gallons, on the way to 680 million by 2010.

Cellulosic ethanol is moving from the labs into production.  With cellulosic production, the U.S. has enough biomass to sustainably supply 30% of our transportation fuel needs while still meeting our feed, food, and export targets.  We’re not there yet … but that is a potential that we are determined to pursue.

Last but not least, private investment in renewables is soaring. Clean Energy Trends reports that in the last 7 years, venture capital investment in energy tech has increased from less than one percent of total VC investment to nearly 10%. 
Energy tech is broader than just renewables, but biofuels alone account for a third of the 2006 total.  VC investments in energy tech in the U.S. nearly tripled from $917 million in 2005 to $2.4 billion in 2006.  
I’ve not seen figures for 2007, but I think we all know what signals the investment community is getting from oil prices.

So YES … renewables are still building out from a very low base … about 6% of overall U.S. energy consumption. But clearly, just in this decade, we are starting to move the needle … and from a rural development standpoint, this presents a remarkable opportunity.  
Biofuels and biomass depend on farm and forest feedstocks. Wind, because of its siting requirements, is also a rural resource.  
Americans last year spent more than $300 billion on imported oil. If we can replace even one billion barrels of imports with biofuels, that alone is a new market for U.S. producers larger than today’s net farm income. Rest assured that gets our attention at USDA.
The return to producers is just the tip of the proverbial iceberg. There are opportunities at every point in the value chain … production … transport … conversion … distribution.

Adding it all up, renewable energy is probably the greatest new opportunity for wealth creation in rural America in our lifetimes.

What I have just described, however, is the national picture.  The regional picture varies.  For example, I spent Thanksgiving back home in Iowa, where the ethanol crop has just come in.  
In Iowa, as I’m sure you imagine, when I give this talk I’m preaching to the choir. A third of the state is planted in corn.  We have 40 biorefineries in operation or under construction.  There are 13 biodiesel plants in operation with one more being built. We’re third in the nation in wind capacity, with 43 projects totaling 992 megawatts.  
I am not suggesting that every state will look like Iowa … but I offer these figures as an illustration of the scale of development that has already been achieved in the corn belt.  
Now … and this is a new thing … cellulosic ethanol presents the opportunity to build a comparable infrastructure anywhere else in the country that produces substantial biomass. That certainly includes South Carolina. We are committed to working with you to seize that opportunity.  

Again, we’re not there yet.  Cellulosic ethanol remains to be demonstrated at commercial scale. That, however, is being done now.  I spoke recently at the Range Fuels groundbreaking in Soperton, Georgia. This is the first of the commercial scale plants being built pursuant to DOE’s new cellulosic loan guarantee program. If the first generation plants can hit their price targets, we are at the beginning of something very, very big … and it will lift off in the next couple of years.
I would submit, therefore, that this Conference … and the attention you are focusing on the potential for renewable energy in South Carolina … are both timely and important.

This is a field that in rapid transition.  South Carolina has not historically been a biofuels leader.  But that can change … and change rapidly.  What you are doing here today is a step toward making that happen.
It is certainly appropriate as cellulosic ethanol begins to take off that you begin, as you are doing today, to assemble groups of stakeholders … identify resources … identify potential sites … and begin to think seriously about business models and financing options.

It is also appropriate that you engage your colleges, universities, and private research institutions on biofuels.  Nothing about biofuels is fixed.  We are in the earliest stages of the genomics revolution.  Feedstocks and enzymes will continue to improve.  New feedstocks will be identified.  Straight-line extrapolations from existing technologies will almost certainly miss the mark, both in terms of production potential and cost.  
So this is extraordinarily promising field of research. Second generation biofuels will move beyond corn and soybeans.  If you can grow kudzu … or switchgrass … or algae … the potential feedstocks are almost endless … you can play in this league.
We will help.  On the policy front I cannot get ahead of the President and Congress, but it is fair for me to note that the commitment to renewable energy has been a consistent priority for President Bush since 2001. 
This has been reflected in the President’s national energy strategy developed in the earliest days of the Administration … the Energy Title of the 2002 Farm Bill … a series of pro-renewables tax incentives ... the Energy Policy Act of 2005 … and the Advanced Energy Initiative in 2006.

Going forward, it is reflected in the 20 in 10 Initiative proposed this year … and the President’s very aggressive, pro-renewables initiatives in the 2007 Farm Bill, which is pending before the Senate right now.

It is also fair for me to note that consistent leadership makes a difference.  Slowly but surely, a bipartisan consensus is emerging … not necessarily on all the details, but on the direction. In fact, some of the very same people who spent 2001-2005 filibustering the President’s energy policy have now reversed direction and are scrambling to get aboard the train.  
That’s progress. This is bigger than politics. So to the latecomers, I say welcome aboard.  

Bottom line, the renewables revolution is real.  $100 oil changes the equation. Strong leadership changes the equation.  This is an opportunity we can’t afford to miss.  

We are at the beginning of a significant shift in our resource base.  We WILL diversify away from oil.  It won’t happen overnight … but I am convinced that when we look back, 20 years from now, we will be astonished at how far and how fast we have come.  And I know that South Carolina … thanks to your vision and leadership … can help lead the change. Thank you.
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