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 Today’s Roadmap
 Rural America’s economic recovery is underway.
 Rural America faces some long term challenges.
 What is needed to sustain a rural recovery?



Federal Reserve Bank of Kansas City – Omaha Branch
Regional, Public and Community Affairs Division

-4

-2

0

2

4

6

8

-4

-2

0

2

4

6

8

1970 1975 1980 1985 1990 1995 2000 2005 2010

Real GDP Growth

Annual percent change

Source: Bureau of Economic Analysis Federal Reserve Board of Governors

Federal Reserve Projection
Central Tendency

“U” “W” “V” “L”



Federal Reserve Bank of Kansas City – Omaha Branch
Regional, Public and Community Affairs Division

-6.0 

-5.0 

-4.0 

-3.0 

-2.0 

-1.0 

0.0 

2008 2009 2010 YTD

Rural (Nonmetro)

Metro

Illinois Job Growth by Metro and Rural Counties
Percent

Source: BLS data through June



Federal Reserve Bank of Kansas City – Omaha Branch
Regional, Public and Community Affairs Division

Index (1995=100)

Illinois Home Values by Metro and Rural Areas

Source: FHFA

100

110

120

130

140

150

160

170

180

190

200

100

110

120

130

140

150

160

170

180

190

200

1995 1997 1999 2001 2003 2005 2007 2009

Rural (Non-metro)
Metro



Federal Reserve Bank of Kansas City – Omaha Branch
Regional, Public and Community Affairs Division

Percent change from year ago
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• Efficiency: Output per Input 
The ability to create more things with fewer inputs.

• Value: Value per Output
The ability to create things of higher value.

Productivity

Which part of productivity does 
Rural America struggle with?

Value 
per 

Input

Value 
per 

Output

Output
Per

Input
= x
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Robust population and income 
gains underpin demand.

• World GDP growth strongest in 
developing countries.
• In 2008, almost half of the 
world’s population earns less than 
$2.50 per day. 
• At $2.50 per day, most hunger 
problems are solved and people 
start eating processed foods.
• Household amenities, such as 
microwave ovens, also shift food 
demand.

Percent

Households Owning a Microwave Oven

Source: USDA
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 Communities with stronger 
entrepreneurial activity have 
stronger economic growth.

 Entrepreneurship is “creative 
destruction”. A business closing is 
not a failure, if it is replaced by a 
new business.

 Rural communities have 
entrepreneurial activity, but they 
have more difficulty producing 
high-growth businesses.

 Rural businesses do create 
innovations, but they tend to be in 
mature technologies.

 Entrepreneurship is a long-term 
development strategy. 
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•The most rural counties struggle to 

maintain population levels, which limits 

labor availability and local demand.

•The quality of local labor pools is also a concern.  

•How do rural communities attract and retain the 

best and brightest?
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 The question:
Do jobs follow people or do people follow jobs?

 Increasingly, research is finding that jobs follow people.

 People want …
 Great schools,
 Access to high-quality health care,
 Arts and cultural amenities and an active social scene,
 Scenic views and recreational activities,
 Affordable housing, and
 Safe communities.
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 Rural America is facing a global economic transformation from ...
 A goods-producing to a service-producing economy, and
 A commodity to value-added economy.

 To compete globally, Rural America must be …
 Entrepreneurial and innovative, 
 Provide the infrastructure for businesses to thrive, and 
 Home to great communities where people want to live, work, and play. 

“It is not the strongest of the species that will survive, nor the most intelligent, 
but the most responsive to change.”

Charles Darwin
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The Main Street Economist: 
a bi-monthly publication discussing agriculture and rural America

Agricultural Credit Survey: 
a quarterly survey of agricultural credit conditions in the Tenth Federal Reserve District

Coming this fall - Agricultural Finance Databook: 
a quarterly summary of national agricultural finance conditions

For Additional Information on 
Agricultural and Rural Issues

www.kansascityfed.org/omaha
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