June 16, 2020

The Honorable Russell Vought

Acting Director

U.S. Office of Management and Budget
725 17th St., NW Washington, DC 20503

Dear Mr. Vought:

We are rural development practitioners with on-the-ground perspective about the damaging impacts that
COVID-19 is having on rural people, places and firms. Over the past two months, we have gathered input from
our networks and colleagues about their experience with federal COVID-19 response programs. Their message is
clear: More must be done, and in smarter ways, to ensure rural and tribal communities have the resources and
flexibility they need both to respond to the immediate crisis and to build back better in the longer run
recovery.

Rural places, resources and people are significant contributors to the nation’s progress and well-being. More
than two-thirds of the nation’s 3,143 counties are rural, and so are the vast majority of incorporated places. Most
of the 574 federally recognized tribes in the U.S. have significant presence in rural regions of the country. Ninety-
seven percent of the landmass of the United States is rural and one in five Americans lives in a rural area. Rural
entrepreneurs start businesses at higher rates than their urban counterparts and have higher five-year business
survival rates, and these mostly small businesses play a particularly vital role in rural America, creating roughly
two-thirds of new jobs and supporting the economic and social well-being of their communities.

Despite the importance of rural people and places — and the critical goods and services they provide to the nation
—many federal programs that are meant to help both urban and rural places are structured with only urban
experience and conditions in mind. But what works for Los Angeles, Chicago and New York City rarely works as
well for Pikeville, Kentucky, and Coahoma County, Mississippi. Key rural and tribal challenges include low
population density; geographic isolation and distance from critical infrastructure and resources; revenue and
fiscal constraints; limited institutional capacity; and, in some places, persistent poverty and/or at-risk economies.
Numerous urban-focused design elements make it extremely difficult, if not impossible, for rural communities
and rural-serving organizations to use many of the federal community and economic development programs to
improve their local economies.

That is why, even in the midst of a pandemic, it is essential for federal policy to move from a one-size-fits-all
approach toward a more tailored model that considers the assets, needs and local priorities of different kinds of
communities. As the leaders of intermediary organizations driving innovation and progress in rural communities
and regions, we write to share our design priorities for how existing federal programs and policies can be
modified to better serve rural and tribal communities’ development needs in future federal COVID-19 response
and recovery action. While more thoroughgoing systems change is required over the longer term, we
recommend these six high-impact changes that would make a big difference in rural places now.
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Provide ample relief and recovery funds to state and local governments. Providing direct federal
support to municipalities — regardless of size — would be a game-changing step. It would make solid
strides towards ensuring that local governments can continue to provide essential services and take
steps toward making recovery more than simply “salvaging what was.” An infusion of direct federal
support for local governments is particularly important in rural communities where public lands may
limit the tax base, where income tax is the primary source of revenue, and in places where local
revenue and income is disproportionately tied to a single industry hard-hit by COVID-19, such as
agriculture or tourism. As you consider the parameters of this support, working with Congress as
needed, the Administration should:

a. Ensure smaller and lower-capacity places do not have to vie for funding against larger places that
have staff fully dedicated to seeking and applying for development resources; similarly, tribal
nations should not have to vie for funding or navigate complex bureaucratic processes to receive
financial relief. Executive branch agencies and Congress should ensure all places, regardless of size,
receive support without needless red tape.

b. Include provisions that provide local governments with the authority, along with encouragement
and incentives, to use these funds to contract and sub-contract, as needed, with local
intermediaries and institutions, such as a community college, local business association, community
foundation, community development financial institution, other non-profit, or any combination of
those. Maximizing local flexibility and encouraging collaboration is important in the many rural
places where civic-sector intermediaries are essential service providers and critical partners for local
governments that have limited ability to take on risk or to innovate to get the job done.

Provide equity, not debt. Small businesses are the heart and the “big business” of the rural economy.
They provide the vast majority of rural jobs and anchor rural communities, but many operate on thin
margins. Many that had existing debt prior to the onset of COVID-19 chose not to takee on an additional
loan through the Paycheck Protection Program (PPP) despite the potential for forgiveness. Others
reviewed the Economic Injury Disaster Loan (EIDL) and the Employee Retention Credit (ERC) and opted
out because the programs did not offer enough flexibility in the use of funds. With global uncertainty,
businesses are rightfully reluctant to obligate themselves to payroll counts that they are unsure they
can meet — or to take on additional debt to float them through an indefinite timeframe. Increasing their
debt load will only lead these businesses closer to closing. Businesses need equity in the form of grant
funds or investments to help them offset lost revenue, stay current with operating costs, and make
future purchasing decisions. Bottom line: In providing additional funding, the Administration should
work with Congress to prioritize providing grants and investments over loans.

Maximize flexibility for Federal grantees. From food pantries in church basements to small business
assistance providers, organizations across the country are working overtime to meet the basic needs of
families and help small businesses remain afloat. Meeting on-the-ground needs during this crisis
requires organizations to flex — and often that means hiring additional staff, subcontracting for
unanticipated services or service loads, or making unexpected purchases, such as personal protective
equipment. An OMB Circular governs the rules federal grantees must use for accounting purposes, and
that guidance includes a de minimis indirect cost rate of 10%. Indirect costs are those that cannot be
attributed to a specific organizational program or function and typically include fixed costs, such as rent,
heat, water, supplies and also staff time spent on planning and administration, rather than on a specific
“program” or “activity.” As it is, a 10% indirect cost rate is very low in good times; in these unsettled
times, when maximum flexibility is essential, that low rate is a deterrent to accepting federal funds,
especially for small organizations without sophisticated financial management systems. Working with
Congress as needed, the Administration should:



a. Modify Paragraph D.1.b of Appendix VIl to 2 C.F.R. 200, the Uniform Administrative Requirements,
Cost Principles and Audit Requirements for Federal Awards and set the de minimis indirect cost rate
at 18%, starting with the Public Health Emergency, for an organization that has never received a
federally-approved indirect cost rate or for an organization without a “cognizant” agency.

b. Review provisions within 2.C.F.R. 200 that currently require the federal agency that first negotiates
an indirect cost rate with an organization to serve as its “cognizant” agency in perpetuity; instead,
prompt the executive branch to centralize this function within OMB, GSA or another agency with
sophisticated and centralized management capabilities, as part of long-term recovery.

Waive barriers to participation. Remove unrealistic, burdensome statutory and regulatory barriers that
prevent rural agencies and organizations from applying for programs and assistance. For example,
working with Congress as needed, executive branch agencies should:

a. Waive or modify rules governing the non-federal match obligations that local organizations are
required to provide to be eligible for federal dollars, especially at this time when every available
local government or philanthropic dollar is already devoted to COVID-19 response. If match rules
cannot be waived, allow in-kind services and goods to qualify as non-federal match in rural regions,
and/or negotiate a lesser match ratio, longer timeframe or other factors in the match compact
(USDA Intermediary Relending Program and EDA Economic Adjustment Assistance).

b. Defederalize the EDA Revolving Loan Funds (RLF) by specifying that the Secretary shall release the
Federal Government’s interest in connection with a grant after seven years. Currently, EDA RLF
operators must report on funding received from EDA “in perpetuity,” even on loans they made
decades ago. This requirement significantly decreases the efficiency of this program, and likely
dissuades local RLF operators from being willing to administer increased funding during this
emergency.

c. Also, waive or revise required performance measures — such as “new jobs created” or “new
business starts” — that are ill-fitting during this economic crisis (HUD Community Development Block
Grant).

Strengthen local organizational capacity and technical assistance. Capacity building and technical
assistance describe a wide-ranging set of activities that ensure organizations have access to outside
expertise they need and to build the skills, governance processes, and finances to become stronger and
more sustainable organizations. These investments in people and organizations are central to improving
outcomes and yet, currently, a very small portion of federal funds goes toward these essential activities.
For example, HUD’s 2021 budget proposal was for $47.9 billion, of which only $27 million was for low-
income community technical assistance and capacity building. We strongly urge you to direct 5% of
agency program funding for community and economic development (including infrastructure
investments) or for long-term recovery to support technical assistance and capacity building. There are
numerous ways agencies could meet this threshold, for example, via staff that work directly with
communities, via support to national and regional intermediary organizations that would provide these
services or via grants to local organizations that seek technical assistance or capacity building support.
Increasing Federal commitment to technical assistance and capacity building demonstrates significant
support for the civic-sector rural and regional intermediary organizations that are playing a tremendous
role in everything from service delivery and business development to driving innovation across rural
regions. Working with Congress as needed, other ways the Administration can ensure technical
assistance and capacity building funds are to:

a. Allow quasi-governmental entities and nonprofits, such as rural and regional intermediaries, to be
eligible for stimulus funds.



b. Ensure that all federal agencies involved in community and economic development have ample
flexibility and/or well-funded programs specifically designed to support national and regional
intermediary technical assistance providers that have experience working in rural communities and
with tribal nations. For example, with leadership from the Administration, Congress could
significantly increase funding for programs such as the HUD’s Rural Capacity Building for Community
Development program, the Rural Community Development Initiative and the Rural Economic
Development Innovation Initiative within USDA Rural Development, among others. Throughout
government, tribal capacity building programs should also be well-funded and considered essential.

c. Direct agencies to write guidance making it easy and efficient for recipients of federal funds to sub-
contract with other providers and to prioritize organizational long-term capacity building in addition
to the core uses of the funds (e.g., the $1.5 billion provided to the Economic Development
Administration in the CARES Act).

d. Prompt USDA and other agencies to make use of the 2016 Office of Management and Budget’s
Memorandum of Understanding on Interagency Agreements. This MOU was intended to facilitate
federal agencies working together and coordinating their programming and funding streams to
provide distressed communities with technical assistance to solve locally identified problems.
Previous efforts that this MOU made possible include Local Foods, Local Places and Cool &
Connected, which brought federal support to over one hundred rural communities; USDA, EPA and
several other co-sponsoring agencies were involved.

6. Prioritize places of persistent poverty and at-risk regions. While the need is great across the country,
evidence shows that the virus has hit —and may yet hit —some places harder than others. For example,
persistent poverty regions,* and rural places with tourism, manufacturing and agriculture concerns, or
high minority populations, among others, may be at special risk or will fall further behind without
focused attention. We recommend you regularly track rural areas facing particularly devastating or
deepening stress from the crisis and ensure that they receive priority attention in the distribution of
resources. Specific proposals for mitigating disproportionate impacts include:

a. Increase the flow of targeted funding into persistent poverty areas to expand the “10-20-30”
approach to all federal agencies. This “formula” does not require additional funding; it simply
stipulates that at least 10 percent of an agency’s appropriated programmatic funds be invested in
persistent poverty communities.

b. Work with Congress to add $1 billion to Treasury’s CDFI Fund to drive capital into areas that are
underserved — or not served — by traditional financial institutions. Many such “bank deserts” are in
rural places. Community Development Financial Institutions, Minority Depository Institutions and
other revolving loan funds address this gap by providing below market-rate loans in these places
and, in many cases, coupling those loans with tailored technical assistance and coaching to help
small businesses succeed. In response to COVID-19, these institutions are now managing a
burgeoning volume of loans; they need more staffing to originate and service new loans, and to
assist both their new and their existing business loan customers through the crisis period. Provide
CDFIs and other non-traditional financial institutions with additional operating capital so they can
bring on additional staff capacity, make more loans, expand their rural coverage, and provide the
ongoing TA that will help their small business customers stay afloat through the crisis and regain
viable footing — else the loans may never be repaid.

L persistent poverty: Of the 395 persistent poverty counties in the United States, 80% are rural — that means 15% of all
rural counties have experienced poverty rates in excess of 20% in each decennial Census since 1980. And the majority
(60%) of people living in persistent poverty counties are people of color.
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c. Regional Commissions such as Appalachian Regional Commission (ARC), Northern Border
Regional Commission (NBRC), Delta Regional Authority (DRA) and the Denali Commission have
been important intermediaries for and allies with rural communities. Actively support full
funding and confirmation of Federal co-chairs for other previously authorized commissions that
were intended to serve high-poverty, high-minority regions: the Southeast Crescent Regional
Commission and the Southwest Border Regional Commission.

d. Prioritize high-risk communities in recovery and response. Criteria for determining which
communities qualify as “high-risk” should consider persistent poverty as well as industry sectors
that are critical or growing and have been particularly vulnerable during COVID-19. (For
example, recreation and tourism has been an increasingly important and growing sector in parts
of rural America.)

We also want to underline rural urgencies that have become clearer than ever during this pandemic —and that
others have raised with you. The fragility of rural hospitals and health care systems and the lack of affordable,
reliable access to high quality broadband stand out as critical economic building blocks —and as current
vulnerabilities — to rural economic progress. We join with others to support major investments and systemic
redesigns, based on ideas spearheaded by other rural-serving organizations, including the National Rural Health
Association and the myriad of voices pushing for significant federal investment in universal rural broadband,
along with smart policy changes that ensure affordability, competition and enable local communities to provide
broadband as a municipal service.

COVID-19 has only underscored this: Ensuring competitiveness and resilience for the United States requires
unlocking the full potential of —and advancing opportunity in — rural and tribal communities. Toward that end,
we believe that acting on our recommendations as soon as possible will help rural leaders use federal funds
efficiently and effectively to speed critical rural recovery now, and advance the redevelopment efforts that follow
in the months and years to come.

We stand ready and welcome any opportunity to answer questions or discuss in depth any of the issues raised in
this letter. For further conversation or questions, please contact the Rural Development Innovation Group, in
care of Nils Christoffersen at nils@wallowaresources.org.

Sincerely,

Felecia L. Lucky, President, Black Belt Community Foundation, Alabama

Elyse Peters, Coalition Coordinator, Walker County Health Action Partnership, Alabama
Ray Fulmer, Community Developer, City of Osceola, Arkansas

Ines Polonius, Chief Executive Officer, Communities Unlimited, Inc., Arkansas

Emily Johnson, Executive Director, Blue Sky Center, California

**Connie Stewart, Executive Director, California Center for Rural Policy, California

Shoana Humphries, Business Owner, California

** Indicates Member of Rural Development Innovation Group - Convened in 2016 by the Northern Forest Center, the U.S.
Endowment for Forestry and Communities, and the Aspen Institute Community Strategies Group, the Rural Development
Innovation Group is made up of rural development practitioners, intermediaries and others who have been deeply
involved in advancing rural community and economic development through wealth-building approaches that add value to
local assets, create jobs and build regional and local capacity to adapt to changing conditions.
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Steve Bade, Community Development Manager, California

Stacy A Caldwell, CEO, Tahoe Truckee Community Foundation, California

Nick Goulette, Executive Director, Watershed Research & Training Center, California
Trisha Funk, Director, Women's Business Center at JEDI, California

Delaney Keating, Managing Director, Startup Colorado, Colorado

Stanley Lindstadt, Eastern Regional Director, Startup Colorado, Colorado

**Janet Topolsky, Executive Director, Aspen Institute Community Strategies Group, District of Columbia
Nathan Ohle, CEO, Rural Community Assistance Partnership (RCAP), District of Columbia
Andres Saavedra, Program Director, Rural LISC, District of Columbia

Andy Lucas, Former Rural Marketer, Georgia

Candace Dantes, Small Business Owner, Georgia

Joyce Dearstyne, Executive Director, Framing Our Community, Inc., Idaho

Ann McCormack, Economic Development Planner, Nez Perce Tribe, Idaho

Larry Lovel, Superintendent, Trico CUSD #176, Indiana

Bill Menner, lowa Rural Development Council, Executive Director, lowa

Aubrey Patterson, Hutchinson Community Foundation, President & CEO, Kansas

Tara Vance, Norton County Community Foundation, Executive Director, Kansas

Jim King, CEO, Fahe, Kentucky

Anita Sugimura, Business owner/Filmmaker, Louisiana

Melanie Lee, Louisiana

Denise M. Smith, Business Owner, First Settlers Lodge, President, Maine

Charles Woodworth, Executive Director, Greater Franklin Development Council, Maine
Sarah Strickland, Business Owner/Economic Development Consultant, Maine

Cait Gardiner, College Student, Maryland

Emily Sloane, Massachusetts

Carla Roberts, President and CEO, Fremont Area Community Foundation, Michigan
**Dennis West, President, Northern Initiatives, Michigan

Monica Schuyler, Executive Director, Pennies from Heaven Foundation, Michigan

Ms.Vanni Hayden, Lincoln Park Crafter, Minority Business Owner, L.P.C.& F. C. Board Member Non Prof. D.F.L.,
Minnesota

Amy Demmer, Community Development Director, Zeitgeist Center for Arts and Community, Minnesota
James Burch, Business Owner, Operations Officer, Colemans Farm, Mississippi

Romona Taylor Williams, Executive Director, North Montgomery Citizens United for Prosperity (MCUP),
Mississippi

Brian Fogle, President/CEO, Community Foundation of the Ozarks, Missouri

Katherine Nixon, President and CEQO/Farmer, Kansas City Food Hub, Missouri

Gary Burnett, Executive Director, Heart of the Rockies Initiative, Montana

Donald W. Macke, Vice President, e2 Entrepreneurial Ecosystems, Nebraska

Jodi Tyson, Vice President, Strategic Initiatives, Three Square Food Bank, Nevada

Lori E Morann, Executive Director, North Country Community Recreation Center, New Hampshire

Jon Freeman, President, Northern Community Investment Corporation, New Hampshire

**Rob Riley, President, Northern Forest Center, New Hampshire



**Joe Short, Vice President, Northern Forest Center, New Hampshire

Jennifer Beck, Chair, Wilton Economic Development Team, New Hampshire

Richelle Todd-Yamoah, Vice President of Programs and Operations, Pascale Sykes Foundation, New Jersey
Sharon Finarelli, Executive Director, New Mexico Alliance of Health Councils, New Mexico

Cali Brooks, President & CEO, Adirondack Foundation, New York

Kate Fish, Executive Director, Adirondack North Country Association, New York

Diane Brown, Executive Director, Community Foundation for South Central New York, New York
David Rutherford, Executive Director, Cornell Cooperative Extension of Cortland County, New York
Bob Haight, President/CEO, Cortland County Chamber of Commerce, New York

Beau Harbin, Cortland County Legislator, New York

Emily Fusco, Graduate Student, New York

Jackie Leaf, Executive Director, Seven Valleys Health Coalition, New York

Richard McCarthy, Executive Committee, Slow Food International, New York

Benjamin Wilson, Assistant Professor, SUNY Cortland, Research Scholar GISP, New York

Judi Jetson, President and CEO, Judi Jetson & Associates, North Carolina

Patrick Woodie, President, North Carolina Rural Center, North Carolina

Calvin Allen, Director, Rural Forward NC, North Carolina

Susan Larson, Co-leader, SEARCH - Sustaining Essential and Rural Community Healthcare, North Carolina
**Alan McGregor, Retired Foundation Executive, North Carolina

**John A. Molinaro, President and CEO, Appalachian Partnership, Inc., Ohio

Ambrea Marshall, Health Director, Delaware Nation, Oklahoma

Rebecca Reynolds, Executive Director, Little Dixie Community Action Agency, Inc., Oklahoma

Mark Webb, Executive Director, Blue Mountains Forest Partners, Oregon

Kirk Shimeall, Executive Director, Cascade Pacific Resource Conservation & Development, Oregon
Heidi Khokhar, Executive Director, Rural Development Initiatives, Oregon

Karen Hardigg, Coalition Director, Rural Voices for Conservation Coalition, Oregon

Terry Fairbanks, Executive Director, Southern Oregon Forest Restoration Collaborative, Oregon
Greg Block, President, Sustainable Northwest, Oregon

**Nils Christoffersen, Executive Director, Wallowa Resources, Oregon

Sara O'Brien, Executive Director, Willamette Partnership, Oregon

Lillian "Ebonie" Alexander, Executive Director, Black Family Land Trust, Inc,

William Barquin, Attorney General on behalf of Tribal Council, Kootenai Tribe of Idaho

Laura E Rubino, Vice President, Beaver County Corporation for Economic Development, Pennsylvania
Donald C Walker Ill, Councilmen, City of Aliquippa, Pennsylvania

James Edwards, Executive Director, Connellsville Redevelopment Authority, Pennsylvania

Bruce A Parkhurst, Local Foods Local Places (former) grant recipient, Pennsylvania

Tataboline Enos, CEO, Pennsylvania Wilds Center for Entrepreneurship, Inc., Pennsylvania

**Bernie Mazyck, President & CEO, South Carolina Association for Community Economic Development, South
Carolina

Barbara Fordham, South Carolina
Paula Jensen, Community Coach, South Dakota
Lane Curlee, Mayor, City of Tullahoma, Tennessee



Samantha Goyret, Executive Director, Northwest Tennessee Local Food Network, Tennessee

Jenji Henson, Director of Special Projects, EcoRise Youth Innovations, Texas

Abigail Long, Executive Director, Kingdom Trail Association, Vermont

John T Mandeville, Executive Director, Lamoille Economic Development Corporation, Vermont

Seth Butler, Business Owner, Vermont

David Snedeker, Executive Director, Northeastern Vermont Development Association, Vermont

Ramona Chapman, None, Southeast Crescent Regional Commission Coalition Community Stakeholders, Virginia
Ava Gabrielle-Wise, President, US Sustainable Development Corp., Virginia

Nanette Mitchell, Member, Virginia Organizing Committee, Virginia

Malloree J Weinheimer, Owner, Chickadee Forestry LLC, Washington

Sandy Bishop, Executive Director, Lopez Community Land Trust, Washington

Jane Gunningham, Consultant on food security & climate smart agriculture for poverty reduction, Washington
Jeffrey Lusk, Executive Director, Hatfield McCoy Trail System, West Virginia

Spencer Moss, Executive Director, West Virginia Food & Farm Coalition, West Virginia

Dave Clark, Executive Director, Woodlands Community Lenders, West Virginia

Stephanie Tyree, Executive Director, WV Community Development Hub, West Virginia

**Kelly Ryan, Member, Rural Development Innovation Group, Wisconsin

cc:

Larry Kudlow, Director, National Economic Council

Derek Lyons, Acting Director, Domestic Policy Council

Secretary of Agriculture Sonny Purdue

Secretary of Commerce Wilbur Ross

Secretary of Health and Human Services Alex Azar

Secretary of Housing and Urban Development Ben Carson
Secretary of Interior David Bernhardt

Secretary of Treasury Steven Mnuchin

Administrator of the Environmental Protection Agency Andrew Wheeler
Administrator of the Small Business Administration Jovita Carranza



