
The intersection of Midwest agriculture and rural development
by David B. Oppedahl, business economist

On November 9, 2010, the Federal Reserve Bank of Chicago held a conference on rural 
development and the role of midwestern agriculture. Experts from academia, industry, and 
policy institutions discussed rural employment generated by agriculture, the impacts of 
agricultural amenities on rural areas, and policy directions for agriculture and rural development. 
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More information about the 
conference is available at 
www.chicagofed.org/ 
webpages/events/2010/ 
agriculture_conference.cfm.

Athemethatunifiedtheconferencewas
thedynamicnatureofthelinkagesbe-
tweenagricultureandruraldevelopment,
particularlyintermsofentrepreneurship
andpolicydiscussions.

DavidB.Oppedahl,FederalReserveBank
ofChicago,begantheconferencebyillus-
tratingsomeavenuesbywhichagricul-
turepromotesruraldevelopmentinthe
SeventhFederalReserveDistrict.1He
notedthattheentrepreneurialnatureof
agricultureandpoliciesthatfosteragri-
culturalentrepreneursarevitaltothe
process.Inparticular,surgingagricul-
turalexports,explodingorganicfood
production,directmarketingofagri-
culturalproducts,agriculturaltourism,
andbiotechnologiesmayenablerural
areastodevelopcompaniesandaddi-
tionalemploymentopportunitiesbased
onagriculture.

Rural America today

MaryAhearn,U.S.Departmentof
Agriculture(USDA),examinedindicators
foragricultureandruralcommunities
andlinkagesbetweenagricultureand
ruralareas.SheportrayedU.S.agricul-
tureashealthy,withalargeincreasein
netcashincomein2010from2009and
risingsectorassetvaluesandequity.Also,
Ahearnemphasizedthediversityofag-
riculture,fromthemajoritysmallfarms
thathavelossesandrelyonoff-farmin-
cometoasmallpercentageoflargefarms

thatdominatethevalueofoutputand
farmincome.Moreover,therehavebeen
long-termtrendstowardtheconcentra-
tionofproductionandtheincreasing
usageofproductionandmarketingcon-
tracts,whichhavechangedtherisksof
farming.Overall,ruralhouseholdstend
totrailfarmhouseholdsintermsoffi-
nancialposition.Only5%ofruraljobs
areinagriculture,fishing,andforestry,
sodiversesourcesofincomeremainessen-
tialinruralareas.Additionally,higher
levelsofeducationareakeydriverfor
development.Ahearnpointedoutthat
greatereconomiclinkagesbetweencom-
munitiesandagricultureexistforcertain
activities:agritourism,localfoodproduc-
tionnearmetropolitanareasorvacation
destinations,biofuelplants,andslaughter
housesnearlivestockproduction.Further-
more,thenatureoffarminghasbeen
linkedtothequalityoflifeincommu-
nities,attributesofthefoodsupply(such
asquality,safety,andlocation),andnatural
resourcemanagement.Manyofthese
linkagesvary“intheeyeofthebeholder”
intermsoftheirvaluetoruralareas.The
rolesofbeginningandsmallfarmerswill
becomeincreasinglyimportant,Ahearn
concluded,especiallywithregardto
nonfarmopportunitiesforwork.

StephanJ.Goetz,PennsylvaniaState
University,presentedhisanalysisof
present-dayruralAmericausingnetwork
science.Thisdisciplinecategorizesvalue



Wealth creation and retention, entrepreneurial support,  
infrastructure, and economic capacity are key issues for 
healthy rural areas.

chains,comprisingnodesandlinks,by
typesofstructuresanddegreesofcen-
tralization.Throughexamples,heillus-
tratedkeymeasuresofvariousnetworks:
thenumberofdirectconnections,the
qualityofconnections,andthelengths
ofcommunicationpaths.Goetzempha-
sizedthatmaintainingtiesbetweennodes
requireseffort,suchthatthebenefits
needtooutweighthecosts.Intypical
networks,afewnodeshavemanycon-
nections,butmosthavefewconnections.
Benefitstendtoaccruetothosewho
developmoreconnections.Goetz’s

analysisoffoodsupplychainsbynetwork
sciencerevealedimportantrelationships.
Clustersoffoodproducerscanband
togetherandmovebeyondinformation
sharingtocompeteandcooperatewith
eachother(forinstance,aspartofa
regionalbrandinginitiative).Also,a
“middleman”cancreatevalueandearn
profitsinthenetwork.Inaddition,pro-
ducersthatdistinguishtheirproducts
fromrawcommoditiescannetworkto
gainentryintohigh-endmarkets,as
hashappenedintheNortheast.

Networksciencehasalsohelpedfarms
toincreasetheirprofitsenoughtoavoid
theencroachmentsofurbanareas.Agri-
culturalentrepreneurscancapitalizeon
opportunitiesinlocalandregionalfoods,
especiallywhenconnectinginfoodvalue
chainstodiscovernewmarketsandin-
creaseprofits.Thisrequiresentrepreneurs
whounderstandthelocallandscape,
aswellasmarketsfartheraway.Map-
pingandunderstandingnetworksof
keyenterprisescanprovideastarting
pointforplanningandcanassistrural
developmentefforts.

Agriculture and employment

EdwardFeser,UniversityofIllinoisat
Urbana–Champaign,developedtheidea
ofnationalvaluechainsasappliedto
geographicregionsandtheirimplications
forruralemployment.Heexplained
thedifferencesbetweeneconomic

clustering,whichinvolvessectoralinter-
dependence,andspatialclusteringby
geography.Theruralcomponentofan
economycanbebrokendownfurtherby
functionalspecialization.Thedefinition
of“rural”matters,sinceseeminglyrural
areasmayexistinmetropolitanregions.
Basedonthe2000U.S.Census,Feser
calculatedthat49%oftheU.S.ruralpop-
ulationlivedinnonmetropolitanareas,
while60%ofthefarmpopulationlived
intheselocations.Also,5.2%oftherural
populationlivedinurbanareas,withthe
restlivinginmetropolitanlocations

withinruralormixedruralareas.Rural
nonmetropolitancountiesaccountedfor
4.7%ofU.S.privatenonfarmemploy-
mentin2002,butin28outof45national
valuechains,ruralnonmetropolitanem-
ploymentwasatleast5%.Thesevalue
chainsweremostlybasedonnatural
resourcesandagriculture,yetalsoin-
cludedmanytypesofmanufacturing.
ThisledFesertoconcludethatrural
Americahasclosetiestoawiderangeof
nationalindustries.

Afurtherrefinementinmethodology
providedabettermeasurementofin-
dustrylinkagesalongseveraldimensions:
proximityinanextendedvaluechain,
directionofexchange,andmagnitude
ofexchangebetweenindustries.Forthe
nonmetropolitanMidwestin2008,this
techniqueshowedthat217of399core
industrieshadrelativelyhigherlocation
quotients,indicatingstrongerlinkages.
Ofthese217industries,123alsohad
relativelyhigherlocationquotientsfor
linkedindustries.Interestingly,ofthe
159industrieswithlowerlocationquo-
tients,32exhibitedrelativelyhighlevels
oflinkedindustriesinruralareas.
Thesehighlylinkedindustriescanbe
thoughtofasa“shadow”economic
basefortheMidwest,generatingjobs
relatedtoindustriesnottypicallycon-
sideredmidwestern.Intermsofthe
numberofworkers,agriculturalclus-
tersdominatedtherankings,although

industriesrelatedtomotorvehicles
alsorankedhighly.

DavidSwenson,IowaStateUniversity,
focusedonthepotentialforemployment
generatedbylocalfoodproductionin
theMidwest.Swensonpresentedtwosce-
nariosforgrowingfreshfruitsandvege-
tablesintheregioncomprisingIllinois,
Indiana,Iowa,Michigan,Minnesota,and
Wisconsin.Thefirstscenarioassumed
eachstateconsumesitsownproduction;
thesecondscenariohadfarmerssellto
buyersinthemajormetropolitanloca-
tions.Thestartingpointfortheanalysis
wasexistinglevelsofproductionin2007.
Vegetableacresper1,000peoplein
2007rangedfrom1.4inIllinoisto9.9
inWisconsin,withanaverageof4.6for
theregion(comparedwithanational
averageof9.3).Non-citrus-fruitbearing
acresper1,000personsin2007ranged
from0.3inIllinoisto9.6inMichigan,
withanaverageof2.7fortheregion(com-
paredwithanationalaverageof6.4).
Theanalysisincluded28cropssuitable
fortheMidwestclimateandnotalready
producedinexcessofregionaldemand.
Bothscenariosaccountedforoffsetsfrom
displacedconventionalfarming,butdif-
feredwithregardtothemovementof
foodacrossstateboundaries.Underthe
firstscenario,about45,000additional
acresdevotedtofruitandvegetablepro-
ductionwouldbeneededperstate,gen-
eratingover$3millioninretailsales.
Thisscenariowouldcreatealmost5,200
jobsdirectly,foratotalemployment
boostof9,302alongwithindirectand
inducedjobs.Another9,652workers
wouldberequiredinretailif50%of
thelocalfoodproductionwasdirectly
marketed.However,closeto2,600jobs
relatedtocornandsoybeanfarming
wouldbedisplaced.

Swenson’ssecondscenariocentered
localfooddemandonthemajormetro-
politanareasoftheregion.Meeting
theneedsofthemetropolitanmarkets
wouldrequirealmost200,000acres,
generatingabout$2.4millioninretail
value.Nearly6,700jobswouldbecreated,
whileabout1,900jobswouldbedis-
placed.Underthisstudy’sassumptions,
bothscenariosproducedemployment
gainsfortheregion.However,Swenson
warnedthatimportantfactorsofland
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productivity,climate,energycosts,pop-
ulationshifts,andpublicpolicyhave
contributedtothecomparativedeficits
infreshfruitandvegetableproduction
intheregionandthesefactorswillcon-
tinuetoinfluencemarketsandshape
thefutureoflocalfoodproduction.

MichaelW.Sands,LibertyPrairie
Foundation,explainedhowinnovative
farmenterprisescanprofitfromthemar-
ketingopportunitypresentedbyagrow-
ingconsumerbaseforfoodwith“values.”
Thesevaluesvarywithproductionmeth-
ods(suchasorganic,sustainable,grass-
fed,andhormone-free)andproduct
features(proximity,specialty,taste,and
freshness,forexample),aswellasthe
realandperceivedbenefitstoconsumers.
Moreover,foodproducersneedtoutilize
distributionchannelsthatsupportprice
premiums(forinstance,on-farmstands,
farmers’markets,community-supported
agriculture,andInternetsales).Sands
offeredPrairieCrossingasanexample
ofaconservationcommunitythatwas
designedtoincludeanorganicfarm.
Theorganicfarmhadmuchhighersales
andreturnsperacrethanatraditional
farm.Moreover,sixjobswerecreated
onjust40acres,whereasatraditional
farmwouldhavecreatedfewerthantwo
jobson1,000acres.Itwasanaturalexten-
sion,Sandssaid,tobuildafarmbusiness
developmentcentertohelpentrepre-
neursattaintheskillsetnecessaryto
succeedinlocalfoodproduction;ex-
periencecanbegainedandindividual
businessplanscanberefinedbefore
entrepreneursbranchoutontheirown.
Alongwithprojectsinotherpartsofthe
country,PrairieCrossingisanexample
ofhowagriculturecangenerateentre-
preneurialactivityandemployment
opportunitieswhilemeetingthegrowing
demandforlocalfoods.

Role of the U.S. Department  
of Agriculture

DeputySecretaryKathleenA.Merrigan,
USDA,gavethekeynoteaddressatthe
conference.Merriganhighlightedthe
USDA’seffortstoimplementthe2008
FarmBillandtheAmericanRecovery
andReinvestmentAct(ARRA)of2009
andusetheavailabletoolstofosterrural
development.Sheacknowledgedthat
there’saperceptionthatagricultureand

ruraldevelopmenthaverunonseparate
paths,butshesaidthecurrentadmin-
istrationhasputagriculture“front-and-
center”inforgingruraldevelopment
strategies.Merrigantouchedonsome
oftheproblemsfacingruralAmerica:
poverty,populationloss,outdatedinfra-
structure,andinadequateeducation
levels.Tohelpcounterthesechallenges,
theUSDA’sruraldevelopmentdivision
hasdispersedover$2.5billionfromthe
ARRAintheSeventhDistrict.More-
over,traditionalUSDAloansandthose
fromanewinitiative,theRuralMicro-
entrepreneurAssistanceProgram,pro-
motegrowthbyhelpingmoresmall
businesses.Abigincreaseinnetfarm
incomeandrisingfarmassetandequity
valueswillguideruralareastowarda
sustainablerecovery.

Merriganexplainedthatruraldevelop-
mentinvolveslong-termchallenges
thatwillrequiretheresourcesofagri-
cultureandtheentrepreneurialspirit
ofruralAmerica.TheUSDAhasiden-
tifiedfivepillarsoflong-termdevelop-
ment:renewablefuels,developing
local/regionalmarkets,broadbandac-
cess,naturalresources,andecosystems
markets.TheUSDApromotesresearch
onbiofuelsandtheirfeedstocks,helps
installretailinfrastructureforbiofuels,
andpartnerstosupportbiofuelusage
inthefederalgovernment.Hundreds
ofbiorefinerieswillbringjobstorural
Americaandnewopportunitiesforagri-
culture.Byworkingtogether,Merrigan
said,ruralcommunitiescanboostpro-
ductivity,maximizescarcefederalre-
sources,andbecomemorerobust.

Impacts of agricultural amenities 

StevenC.Deller,UniversityofWisconsin–
Madison,laidoutaframeworkforanalyz-
ingtheimpactsofagriculturalamenities
onruralcommunities.Understanding
theinterplaybetweenurbanandrural
areaswasthestartingpointforhisanal-
ysis.Proximitytoanurbancenterpro-
videsapremiumonthepriceofland,
whichdeclineswithdistancefromthe
center.Attheurbanfringe,thepriceof
agriculturallanddeterminestheedge
ofthecity.Populationdensityfollowsa
similarpattern,creatinglowerdensity
areasontheurbanfringe.Dellerargued
thatakeydriverinurbangrowth(and

thelossoffarmland)isthequalityoflife
insurroundingruralareas.However,views
onthequalityoflifecandifferamong
peopleandcanchangeovertime.For
instance,aquaintdairyfarmwithared
barnmaycontributetothe“ruralcultural
landscape,”butanurbanitemayview
evenasmalllivestockoperationasanui-
sance.Thus,Wisconsinchangedthelaw
toenshrinea“righttofarm,”preventing
lawsuitsaftersomeonemovesnexttoa
workingfarm.Furthermore,theassigning
ofpropertyvaluestolandiscomplicated
byamenitiesanddisamenities.Market
imperfectionscanresultineithertoo
littleortoomuchvalue(intermsof
dollars)placedontheland.Also,small-
scaleagriculturehasregainedtheability
tothriveandcontributetoruraldevelop-
ment,giventheincreaseindemandfor
localfoodsandassociatedamenities.

PeteEshelman,ofJosephDecuis,decided
tofarmattheageof50,afterworking
intheinsuranceindustry.Eshelman
discussedthestagesofgrowinganamenity-
basedenterprise,whilealsojumpstarting
therevitalizationofacommunity.With
ideasandprojectsdrivenbynecessity,
Roanoke,Indiana,hasundergoneare-
newal,inpartduetothepresenceof
JosephDecuis.JosephDecuishasbecome



1TheSeventhFederalReserveDistrictis
madeupoffivemidwesternstates—allof
IowaandmostofIllinois,Indiana,Michigan,
andWisconsin.

agourmetdestination—arestaurant,
farm,emporium,culinarium,andinn.
Aspartoftherestaurant’sdevelopment,
EshelmanbegantoraiseKobebeefon
hisfarmusingtraditionalJapanesetech-
niques.Eshelmancontendedthatanew
rural-basedculinaryindustryisemerging
intheMidwest.Entrepreneurialfarmers
willbeempoweredbythe“Farmto
Fork”movement,notonlytocreate
restaurants,butalsoaculinaryculture
inruralareas.

Role of public policy 

MarkPartridge,OhioStateUniversity,
emphasizedthatpolicymustaccount
forthereasonsplacesprosperand
alignwiththeeconomicfundamentals
ofacompetitiveworld.Afterall,regions
competebothnationallyandinterna-
tionallytobegoodplacesforbusiness
andhigh-qualityplacestolive.Without
competing,ruralareaswilldeclineand
people,entrepreneurs,andinvestment
willleave.Partridgenotedthatcom-
munitiestoooftenattemptaquickfix
orhoponafadwithoutknowingwheth-
erthepreviousfadworked(forinstance,
cleanenergy).Also,diversifiedregions
dobetterthanonesthatfocusonclus-
tersoffirms,whichinvolverelatively
smallgainsanddivertscarceresources
fromhighervalueuses.Moreover,a
backwardfocuscanblindcommunities
tonewopportunities.Healthyplaces
willattracthealthyindustriesandbusi-
nesses,heargued.However,sector-based
policyoftenconflictswithlocation-based

policy.Gooddevelopmentstrategiesrec-
ognizerural–urbaninterdependencies
(regionalism),attractknowledgework-
ersbyleveragingassets(education),
andfocusonbusinessretentionand
expansion(entrepreneurship).Entre-
preneurialsmallfirmstendtobuylocally
andinnovate,producingbetterprod-
uctsandloweringcosts.Partridgenoted
thatfarmershaveexperienceandassets
thatruralcommunitiesneedtotapinto
forentrepreneurialleadership.

DavidR.Terrell,StateofIndiana,dis-
cussedthemissionsoftheIndianaOffice
ofCommunityandRuralAffairsandthe
IndianaDepartmentofAgriculture.Both
focusonpartneringatthelocal,state,
andnationallevelsinordertopromote
economicopportunities.Agriculturere-
mainsimportanttoIndiana,especially
withregardtomarketdiversification,
internationaltrade,livestockproduction,
andbiofuels.Moreover,arobustrural
economyisviewedascriticaltothesuc-
cessoftheagriculturalsector.Wealth
creationandretention,entrepreneurial
support,infrastructure,andeconomic
capacityarekeyissuesforhealthyrural
areas,accordingtoTerrell.Ruraleconom-
icdevelopmentmustinvolvecapacity
buildingforresiliency,strategicaction,
collaboration,andregionalapproaches.
Terrellarguedthatregionsshouldbe
organicandshouldidentifywaysto
generateeconomicvaluewithintheir
boundaries.Atthestatelevel,hesaid,
trainingstafftoassistlocalcommunities
andfostercommunityconversations

willpromoteruraldevelopmentatthe
locallevel.

CurtisWiley,USDA,cautionedthatmore
needstobedonewithless,astheUSDA’s
budgetforruraldevelopmentwilllikely
shrinkgivendiminishedappetitesfor
deficitsatthefederallevel.Itwillbeim-
portantfortheUSDAtodemonstratea
recordofsuccessbeforedebatebegins
onthenewfarmbill.Leveragingthe
USDA’sresourcesisessential.Adollarof
publicfundscangeneratemuchmorein
privateactivity.Loanguaranteesremain
akeytechniquetoboostinvestmentin
ruralAmericabybolsteringtheprivate
creditstructure.Wileysaidhesawbig
opportunitiestoinvestinthenextgen-
erationofbiofuels.TheUSDAhasan
arrayofprogramsdesignedtosupport
ruralcommunitydevelopmentthrough
jobcreationandretention.

Conclusion

Insummary,theconferenceportrayed
agricultureandruraldevelopmentas
partnersinthecontinuingrevivalof
midwesterncommunities.Agriculture’s
entrepreneurialbentcanbringalotto
thetableinruralregions,asdevelopment
plansgethatchedandimplemented.
Finally,ruraldevelopmentpoliciesat
alllevelscanbenefitfromaccounting
fortherolesofagricultureandfoodas
industriesandjobcreators.


