
Agricultural trends and paths toward the future— 
A conference summary
by David B. Oppedahl, business economist

On December 1, 2009, the Chicago Fed held a conference that examined issues shaping 
the future of Midwest agriculture, with a focus on public policy implications. This conference 
gathered experts from academia, industry, and policy institutions to discuss trends and 
possibilities for agriculture in the region and across the nation.
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Materials presented at the 
conference, Perspectives on 
the Future of Agriculture in 
the Midwest, are available 
at www.chicagofed.org/
webpages/events/2009/ 
agriculture_conference.cfm.

Thegoalsofthisconferenceweretoex-
plorefactorsthatwillimpactthefuture
directionofMidwestagriculture,par-
ticularlyitscompositionandstructure;
examinetheimplicationsofthechanging
agriculturallandscapeforruralcommu-
nities,aswellasindustry;anddiscussthe
rolethatpolicieswillplayinguiding
agriculture.Acommonthemewasthe
opportunitiesforgrowthinMidwest
agriculturewhilefacingtraditionaland
newchallengesrequiringinnovative
solutionsandsomepainfultransitions.

DanielG.Sullivan,FederalReserveBank
ofChicago,kickedofftheconference,
emphasizingagriculture’skeyroleinthe
futureoftheSeventhFederalReserve
District.1Sullivannotedthatagriculture
hasfacedvolatileconditionsinrecent
years:Cornandsoybeanpricesreached
nominalrecordlevelsandthendropped
dramatically;positivelivestockanddairy
marginsevaporatedquickly;andconsum-
erfoodpricesroserapidlybeforefalling
belowthelevelofayearagobythefall
of2009.Accountingforthesefactors,the
U.S.DepartmentofAgriculture(USDA)
hadforecastednetfarmincometode-
cline35%in2009from2008.Moreover,
in2009,Districtfarmlandvalueswere
downfromayearago,afterarunofyears
withlargeincreases.Adeteriorationin
Districtcreditconditionsreflectedthe

downturninagriculturalprospects,com-
poundedbytherecession,accordingto
ChicagoFedsurveysofagriculturalbank-
ers.Againstthisbackdrop,participants
analyzedthefutureofmidwesternagri-
cultureandtheregionaleconomy.

Trends in Midwest agriculture

MaryAhearn,USDA,highlightedimpor-
tanttrendsaffectingtheover2million
farmsintheU.S.Increasingly,thetypical
farmfamilyhashadarelativelystronger
financialpositionthanotherfamiliesin
theU.S.However,mostfarmhouseholds
havedependedlessonincomefromthe
farmthanfromothersources.Partlythis
hasstemmedfromtheincreasingnum-
berofsmallerfarmsoverthepastseveral
decades.Thelargestfarms(grossvalue
ofproductionover$250,000)madeup
only10%oftotalfarmsin2009,yetthese
farmsgeneratedalmost90%ofthetotal
valueofproduction.Ownershipoffarm-
landhasshiftedawayfromthosewhoop-
eratefarms;also,farmoperatorshave
leasedahigherproportionoftheirfarm-
land.Thestandardmeasuresoffarmsec-
torandhouseholdfinancialperformance
improvedoverthepastfewdecades,but
theyhadbeenforecastedtodeclinefrom
2008to2009.Inparticular,farmhouse-
holdincomefromfarmingandfrom
othersourceshadbeenexpectedto



Midwestern agriculture has a future filled with promise,  
although global, national, and regional challenges lie ahead.

decreasein2009.Moreover,fewerfarm
familieswouldhavehadhealthinsurance
coverageunderUSDAprojections.Also,
farmlandvaluesandthenetworthof
farmshadbeenheadedlower.Evenso,
thefarmdebt-to-assetratioonaverage
wouldhaveremainedrelativelylowcom-
paredwithhistoricalstandards.Ahearn
calculatedthattheSeventhDistricthad
boththemostfarmsofanyFederal
ReserveDistrictandthehighestvalueof
production(about19%)in2008.Atthe
sametime,theSeventhDistricthadthe
highestreturnsonassetsandthelargest
debt-to-assetratio.

ChristopherA.Wolf,MichiganState
University,analyzedtheprospectsforthe
dairyindustryintheUpperMidwest.
Wolfexaminedrecentswingsindairy
productprices,highlightingthedeclin-
ingrealfarmpriceformilksincethe
1970s.Milkpricescollapsed,sincethe
globaleconomiccrisisdecreaseddemand
inforeignmarketsandreducedU.S.
dairyexports.Inthepastfewyears,milk
priceshavefallensolowthatoperations
havenotcoveredfeedcosts,whichhad
increasedsubstantially.Thissituationled
tocontractionarypressuresondairyfarms,
someofwhichfolded.Wolfestimated
thatfurthercutsinthedairyherdwere
neededtostemindustrylosses,especially
amongfarmspurchasingfeed.Atthe
sametime,dairyfarmswillneedtogrow
largerinordertocoverlaborcostsand
achieveefficiencies,sinceabout85%of
themhadfewerthan200cowsin2008.
GovernmentpaymentsundertheUSDA’s
MilkIncomeLossContractProgram
helpedbuffersmallerproducersrelatively
morethanlargerones.Yet,herdbuyouts
underthedairyindustry’sCooperatives
WorkingTogetherprogramhaveledto
theexitofsmalleroperations.Thelong-
termtrendfordairyproductiontoshift
totheWesthasslowedduringtherecent
downturn,whileherdsizeshaveincreased
intheMidwest.DairyfarmsintheUpper
Midwesthavemanycomparativeadvan-
tagesoverthoseintheWest:favorable
climate,amplewater,high-qualityforages

atlowercosts,extensivedairyinfrastruc-
ture,proximitytomajormarkets,and
highmilkprices.However,boostingthe
outputofmilkpercowandmodernizing
facilitieswillbecriticalforthedairyin-
dustryintheUpperMidwest,especially
fortheproductionofhigher-valueprod-
ucts,suchasspecialtycheeses.

JohnD.Lawrence,IowaStateUniversity,
saidthatlowerconsumerdemandfor
meatcombinedwithhigherfeedcosts
willresultinasmallerlivestockindustry.
Boththecattleandhogsectorshave
sufferedthroughtoughyearsin2008and

2009.BecauseU.S.consumershavebeen
spendinglessonfoodandexportshave
beenhurtbytheglobalrecession,meat
productionhasdeclinedinrecentyears.
Theliquidationofcattleherdshasde-
creasedbeefproduction,whichwillhelp
increasepricesonlyenoughtocovercosts
inthenearterm,Lawrencepredicted.
Cattleherdsshouldberebuiltcloserto
ethanolplantssothattheycanmoreeasi-
lyaccessdistillersgrains(acheaperfeed
source),Lawrenceargued.Hogproduc-
tionhasbeenslowertodecline,inpart
becauseofexpectationsthatexportswill
rebound.Equitybuiltduringprevious
yearshashelpedhogoperationsweather
thelosses,butlendershavenotbeen
quickto“pulltheplug”onhogopera-
tionsandpossiblycreateadownward
spiralinvaluations,saidLawrence.Break-
evenhogpriceswereforecastedby
Lawrencetooccurinmid-2010.Lawrence
indicatedthatthemidwesternlivestock
industryhascomparativeadvantagesbe-
causeoftheincreasedvalueofmanure
asafertilizerandlowerrelativeshipping
costsforfeedwhenenergypricesrise.

Ananalysisofthefeedgrainsectorwas
providedbyPaulJ.Bertels,National
CornGrowersAssociation(NCGA).
Bertelsstressedthatbothcorngrowers
andethanolproducersneedahealthy
livestockindustrytoprosper.Becauseof
increasestosupporttheethanolindus-
try’sexpansioninrecentyears,U.S.corn

acreagehasconsistentlybeenlargerthan
thatofsoybeansorwheat.Moreover,the
riseincornproductionhasbeenboosted
byhigheryields.Feedusagetrended
downoverthepastfiveyears,asdistillers
grainsfromethanolplantsincreasingly
displacedcornforfeed.Thesupplyof
distillersgrainswillcontinuetogrowun-
dercongressionalmandatesforhigher
usageofbiofuels,thoughcorn-based
ethanolwouldreachaceilingby2015.
Afterthesharprun-upincornprices
during2007–08,therecouldbeanew
rangeforcornpricesbetween$3.50and
$4.00perbushel,possiblymirroringoil
pricechanges.AccordingtoBertels,
theNCGAexpectsU.S.cornproduction
toexpandto17billionbushelsbythe
2020–21cropyear,withusageforfeed
andresidualat32%,forexportat15%,
andforethanolat25%(adjustedfora
distillersgraincredit).So,thediversion
offeedgrainfortheexpansionofbiofuel
outputshouldnotendangerthehealth
ofthelivestocksector.

Challenges for agriculture going 
forward

Thekeynotespeaker,LelandA.Strom,
chairmanandCEO,FarmCredit
Administration,pointedoutthenegative
impactoftherecessionon2009’snet
cashfarmincome,particularlyfordairy
andhogoperations.Agricultureshould
benefitfromfiscalstimulusasspending
andtaxcreditspromoteinfrastructure
improvementsandalternativefueldevel-
opmentwhilegeneratingjobgrowthfor
newoff-farmincome.In2009,agricul-
turallendingbytheFarmCreditSystem
(FCS)andcommercialbankscontinued
togrow,thoughataslowerpace,ascredit
standardstightenedanddemandfor
loansbyfarmerseased.Stromnotedthe
challengesforagriculturegoingforward:
outsideagendasforcingchangeontra-
ditionalagriculture;ashrinkinglivestock
sector;thegrowthofalternativeenergy
producedfromagriculturalinputs;the
premiumonriskmanagementdueto
increasedpricevolatilityforoutputsand
inputs;reducedgovernmentsupport
duetotheenormityoftheU.S.deficit;
thetransferoffarmstothenextgener-
ation;andthepromotionofopeninter-
nationaltrade.Toillustratethefirst
challenge,Strommentionedthedebate
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How the public weighs the risks to agriculture compared with 
those of other enterprises will be crucial in the debate over 
the future of farm policy.

overclimatecontrollegislation,which
couldleadtoahighercoststructurefor
agriculturalinputswithoutproviding
adequatesourcesofnewincome(par-
ticularlyforthelivestocksector).Strom
elaboratedonanotherchallenge:The
FCShasaspecialroleinthetransferof
farmoperationstothenextgeneration
throughloanprogramsdesignedtoaid
young,beginning,andsmallfarmersand
ranchers.Declinesinagriculturalland
valuesin2009mayaidthistransition.
Also,Stromsaidthatpredictionsof
strongfarmincomeinthefutureshould

alleviateworrythattherewillbeamajor
dropinfarmlandvaluesafteradoubling
inthepastfiveyears.Landvalueshave
remainedaprimaryfocusbecause45%
oftheFCSloanportfoliowascollater-
alizedwithfirstliensonfarmlandand
over80%ofagriculture’snetworthwas
basedonlandvalues.Eveninthecurrent
economicenvironment,theFCScon-
tinuedtobesafeandsound,Stromsaid.

The environment and agriculture

RichardBreckenridge,IllinoisEnviron-
mentalProtectionAgency,covereden-
vironmentaltrendsinagriculture.He
portrayedpopulationissuesandenviron-
mentalregulationsaskeydriversofagri-
culturaltrends.Breckenridgeidentified
therunoffofnitratesandphosphorus,
pesticideapplication,particulatematter
pollution,carbondioxideemissions,and
greenhousegasesascriticalissuesthat
affectagriculture.Morespecifically,live-
stockproductionfacesseveralenviron-
mentalchallengesthatwillbecostlyto
address—e.g.,issuesrelatedtomethane
collectionandslurrystorage.However,
someenvironmentalchallengeswillbring
newopportunitiesforearnings.Forexam-
ple,carbontradingmarketshavealready
providedextraincometoagriculture,
andadditionalrevenuesfromnutrient
andecologicaltradingarepossibleinthe
future.Ethanolplantswillcontinueto
pursuewaterandenergyefficiencies;
also,therehasbeenpromisingresearch

intobiofuelsfromalgae.Breckenridge
foresawarenaissanceinmidwestern
agricultureastheindustrymeetsthe
challengesofenvironmentaldemands
throughnewtechnologies,businessmod-
els,andstreamsofrevenue.Forexample,
cropresearchhasalreadybenefited
theenvironmentbyloweringtheimpact
ofpesticides,strengtheningrootsystems,
andmakingnutrienttechnologies
moreprecise.

JimSlama,FamilyFarmed.org,discussed
thegrowthoflocalandsustainablefood
productionandthegenerationofnew

opportunitiesinfarming,foodprocessing,
andretailing.Manyconsumerswantfoods
withoutpesticides,antibiotics,synthetic
hormones,andgeneticmodifications;
theyalsowantfoodswithmorenutrients,
aswellasfoodsderivedfromanimals
thatweretreatedhumanely.Asevidence,
organicfoodsaleshavegrowndramati-
callyoverthepasttwodecades.Therehas
alsobeenrapidgrowthinthenumber
offarmers’markets.Urbanagriculture
hasgrown:Citydwellershavebegun
usingvacantlotstogrowlocalfoods.
CompaniessuchasWholeFoods,celeb-
ritychefs,andCommunitySupported
Agriculturehaveallplayedapartinthis
localandorganicfoodsmovement.Price
premiumsforlocalandorganicfoods
havecreatedopportunitiesintheMidwest,
openingthewayforinvestmentinlocal
foodproduction.Entrepreneursface
manychallengestoexpandtheirbusi-
nessestomeetthedemandforlocaland
organicfoods:inadequatedistribution
infrastructureandmarketingsupport;
lackofaccesstofinancialcapital,land,
andtraininganddevelopmentprograms;
andtheneedformoreresearch.The
LocalFood,Farm,andJobsActof2009
gaveimpetustothelocalfoodsmove-
mentinIllinoisthroughmandatesfor
existingstateagencies,moredatagath-
ering,alabelforproductsproducedin
Illinois,andthecreationofacouncil
tosupportlocalproductionoffood
andfarmproducts.

The“greeneconomy”andMidwestag-
riculturewereexaminedbyWilliam
Schleizer,theDeltaInstitute.Thegreen
economyinvolvesrenewableenergy,
recyclingandreuse,waterconserva-
tion,andlocalagriculture.TheDelta
Institutehassupportedprogramsthat
improvetheenvironment,theeconomy,
andcommunitiesbypromotinggreen
thinkingandgreenchoices.Forinstance,
bylookingbeyondjusttheoutputof
farming,thevalueofagriculturalpro-
ductioncanincludecarbonsequestration,
aswellasbiodiversityandwaterquality
maintenance.Acarbonaggregationpro-
gramhasprovidedover$2millionto
thoseenrolled,andithasestablisheda
patternforfutureprograms,saidSchleizer.
Furthermore,growingagreatervariety
ofcropswithnewmoreenergy-efficient
productionmethodswillhelpmeetfu-
turemarketdemandwhileachieving
environmentalpublicpolicyobjectives.
Multiplerevenuesourcescanboostthe
profitabilityofalltypesoffarms.Local
foodsystemswillenhancediversityand
shouldplayapart.

Public policy and Midwest agriculture

TamaraA.White,IllinoisFarmBureau,
addressedtheroleofpublicpolicyin
shapingthefutureofMidwestagricul-
ture.Whitesharedwhatshethought



1TheSeventhFederalReserveDistrict
comprisesallofIowaandmostofIllinois,
Indiana,Michigan,andWisconsin.

thepolicyobjectivesforU.S.agriculture’s
futureshouldbe:maintainingapositive
agriculturaltradebalance,boosting
energyproduction,assistingglobal
foodsecurity,andmitigatingclimate
change.Shenotedthatinrecentyears
U.S.agriculturehasexperiencedcost-
lierregulations,foughttomaintainits
competitivenessglobally,andbecome
moreconcentratedamongfeweroper-
atorsasthesizeofoperationshasin-
creased.Tofindenoughopportunities
fortheoutputfromextremelyproduc-
tivefarmland,theMidwestwillneedto
takeadvantageofitsstrongfinancial,
energy,food,andtransportationindus-
tries,plusitsexcellentresourcesforre-
searchanddevelopment.

RobertL.Thompson,Universityof
IllinoisatUrbana–Champaign,talked
abouthowpublicpolicymightshape
Midwestagriculture’sfuture.GivenU.S.
agriculture’svastcapacityforproduction,
Thompsonemphasizedthatoutputwill
continuetoexceeddomesticdemand
andwillflowintogrowingforeignmar-
kets.Populationandeconomicgrowth
inlow-incomecountrieswillpresentthe
greatestopportunitiesforexports,lead-
ingtodemandrisingthemostforanimal
productsandedibleoils.Withglobal
constraintsonlandandwater,the
Midwestwillhaveacomparativeadvan-
tageinmeetingtheworld’sdemandfor
theseproducts.However,thecurrent

stalemateinnegotiationsamongmem-
bersoftheWorldTradeOrganization
(regardingsubsidiesonagriculturalpro-
duction,amongotherissues)willneed
resolutionbeforethemidwesternecono-
mycanfullyrealizethispotentialgrowth
infoodexports.Moreover,thecompeti-
tivenessofthefoodandagriculturesec-
torwillbeaffectedincreasinglybyawide
arrayofnationalandstatepolicies,not
justthetraditionalsubsidizationofcom-
modities.Futurefarmpolicymustanswer
questionsaboutthemixoffundingfor
investmentsinruraldevelopmentversus
paymentstoindividualoperations.Also,
thesplitbetweenpaymentsforfarmers
toproducespecificcommoditiesand
paymentsforfarmerstoproducetheir
ownchoicesofcropswillhaveimportant
implicationsforoutputandprofitability.
Thompsonsaidthatthegreaterriskiness
inherentinfarming(fromunforeseen
weatherconditions,resourceconstraints,
andvolatilecommodityprices,among
otherfactors)buildsastrongcasefor
asafetynetoffarmrevenuefundedby
federaltaxpayers.Hence,howthepub-
licweighstheriskstoagriculturecom-
paredwiththoseofotherenterprises
willbecrucialinthedebateoverthe
futureoffarmpolicy.

AnnTutwiler,USDA,discussedtheglobal
natureoffoodinsecurity,whichhasbeen
intensifiedbycommoditypricespikes

inrecentyears.ShearguedthatU.S.
agriculturalpolicyshouldtakeamore
comprehensiveapproachthatinvolves
coordinationwithothernationalgov-
ernmentsandmultilateralinstitutions.
Moreover,thenationsreceivingfunds
fromtheU.S.shouldexpecttobeheld
accountablebytheU.S.formeeting
mutuallyagreed-upondevelopment
goals.Also,agriculturalpolicyshould
emphasizeinvestmentsininfrastructure
andagriculturalresearch,Tutwilercon-
tended,sothatproductivityimproves.
Globalinvestmentsinagriculturewill
bevitaltothefutureoftheruralpoor,
whohavethemosttogainfromsuch
efforts.YettheMidwestalsostandsto
benefitfromthegrowingnumberof
marketsforitsagricultural,manufac-
turing,andserviceexports.

Conclusion

Overall,theconferenceoutlinedabright
futureformidwesternagriculture,even
thoughwefacemanyglobal,national,
andregionalchallenges.Becauseofthe
SeventhDistrict’scomparativeadvantages,
includingplentifulwaterandproductive
land,agriculturewillremainanimpor-
tantsectorhere,providingmanyoppor-
tunitiesforgrowthaspolicyevolves.


