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Abstract 

 
Local food systems (LFS) are often viewed as a promising entrepreneurial solution for rural development 
by enhancing the prosperity of at-risk small and medium sized farms. LFS are often claimed to have 
greater economic impacts on communities than conventional agriculture because of their backward and 
forward economic linkages.  In our bi-state regional project we collected primary data in three different 
regions in Missouri and Nebraska from farmers who were oriented toward local food production. We use 
the IMpact Modeling for PLANning (IMPLAN) program to estimate the economic impacts of both local 
foods production and traditional agriculture.  We report the impacts accruing from these shocks using 
three metrics: 1) regional sales; 2) number of jobs created; and 3) the contribution to gross domestic 
product.  Our findings indicate that additional employment created through the indirect and induced 
effects are larger in local foods production while value-added is higher in traditional agricultural 
production. However, a greater share of the monies stays in-region in the case of local foods 
production.  We also find that total value-added generated from traditional agricultural production is 
greater than that of local foods production.  Finally, value of total sales (or output) is much greater in the 
case of local foods production than traditional agriculture representing a stronger network of local 
linkages.  Farmers oriented toward local food production are often less profitable than conventional farms 
but still generate larger income and employment effects in their communities. 
 

Background 

As rural communities have struggled to contend with a rapidly declining economic base, population loss 
and declining quality of life, the creation and expansion of local and regional food systems has been 
viewed as a promising entrepreneurial solution. From the farm perspective, niche markets, labeling 
strategies and direct marketing efforts may create market opportunities for small and medium-sized 
producers to increase profitability and maintain high quality of life.   Local food systems are also often 
assumed to have positive economic impacts on local communities because by consuming locally-
produced foods, residents will keep more dollars in the community   While the argument has some appeal, 
the reality is that it depends on the economics of local food production and the linkages between local 
producers and the rest of the local economy. To date there has been very little data and analysis to backup 
this claim. Moreover, local food systems have often developed more quickly in proximity to urban areas. 
For instance, in the 2007 Census of Agriculture, direct-to-consumer sales were highest in metro counties 
where they average $10,987 per farm, compared to just $6,090 per farm in remote rural counties 
(Martinez et al 2010).  

Economic changes generally have offsetting effects. Increased purchases of goods or service necessarily 
displace purchases of others. In the case of local foods, the increased sales of locally-produced vegetables 
will typically reduce the sales of conventionally produced products (Swenson, 2006; Hughes et al., 2008). 
If a consumer purchases tomatoes from a farmers’ market, he or she is unlikely to purchase tomatoes at 
the grocery store later that day.  The other issue involves the local producers’ profitability and linkages 
with input suppliers. If these aspects of local food production are not known then it is impossible to know 
if local economies really benefit economically from local compared to conventional food systems. Much 
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Comparing Local and Conventional Food Systems 

Based on the reported sales of producers in our survey, we generated a basket of locally produced goods 
worth $1 million to consumers. These goods were mostly purchased at farmer’s markets or through 
CSAs, but a portion was marketed through local retailers in which case the consumer expenditures 
included the retailer’s margin. Next, we generated a similar $1 million basket of conventionally produced 
food. As indicated in Figure 1, the majority of the foods in these baskets were vegetables and melons (63 
percent).  

Survey respondents reported their purchases of goods and services used as inputs, along with expenses for 
labor and their profits. With these values we generated a vector of local input purchases comparable to 
input purchases of conventional producers reported in the IMPLAN input-output model. Finally, we 
scaled our vector of input purchases to equal $1 million of local food sales.  

We created a similar vector representing a $1 million conventionally produced and marketed basket of 
goods as depicted in Figure 1. This approach assumes that the sale of locally produced beef, for example, 
displaces an equal value (though not necessarily equal volume) of conventionally produced beef.  

Findings – Economic Impacts 

Impact on Regional Sales 

The most obvious impact of any economic activity is its effect on aggregate sales. Since we are looking at 
the effects of $1 million in sales of local versus conventionally produced and marketed food, the 
comparison of interest is between the indirect sales generated by the alternative systems. In the Old Trails 

region, local foods creates 
approximately 40 percent 
more indirect economic 
activity ($766 thousand) than 
conventional food sales ($549 
thousand). Similarly, local 
foods generate more indirect 
output ($753 thousand) than 
conventional foods ($519 
thousand) in the North Ozarks 
region (roughly 45 percent 
more). In contrast, 
conventional food sales in the 
Nebraska region, generated 28 
percent more indirect output 
than did local food sales ($679 
thousand compared to $532 
thousand). 

 

 

Impact on Employment (Jobs)  

Local food sales generate a tremendous amount of direct employment (Figure 3). Most of the jobs created 
by the local food producers are part-time and seasonal, and require lower-skilled workers. This makes for 
meaningless comparison with jobs created on larger conventional farms.  But we can compare the indirect 
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Figure 2: Output for Local and Conventional Food Sales (Source: Survey & IMPLAN 



employment 
generated by local 
and conventional 
food sales since these 
are both estimated 
using the same 
IMPLAN model. 
Indirect employment 
is larger in the case of 
local foods.  

Local food sales 
generate a 
tremendous amount 
of direct employment. However, it is important to note that the numbers reported here do not reflect full-
time employment but rather jobs. Most of the jobs created by the local food producers are part-time and 
seasonal, and require lower-skilled workers. For this reason, it is quite meaningless to compare these jobs 
with jobs created on larger conventional farms which are typically for many more hours per year.  It is 
much more meaningful to compare the indirect employment generated by local and conventional food 
sales since these are both estimated using the same IMPLAN model. In each of our study regions, we see 
that indirect employment is larger in the case of local foods. In the Missouri regions, indirect employment 
is three times higher for local foods than for conventional foods. In Southeast Nebraska, indirect 
employment is more than twice as large for local foods as it is for conventional foods. 

Contribution to Gross Domestic Product 

The most commonly 
used measure of 
economic performance is 
gross domestic product 
(GDP). An industry’s 
direct contribution to 
regional GDP 
(sometimes referred to 
as value-added) is a 
common indicator of the 
industry’s importance to 
the regional economy. 
An industry can also 
contribute to the 
economy indirectly 

through its purchases of 
local inputs and the 

purchases of its employees. Figure 4 demonstrates that the direct contribution of local food producers to 
regional GDP is larger than that of conventional food systems in two out of our three regions. 
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Furthermore, local foods’ indirect contribution to GDP is much larger in each of our study regions. Taken 
together, we see that for each of our study regions total contribution to GDP by local foods is significantly 
greater that conventional foods.  

Discussion: 

The local food systems we studied generated more sales, employment and GDP than conventional food 
sales with the sole exception Southeast Nebraska, where local food sales generated lower sales. Generally 
larger impacts of local food systems are not surprising considering much conventionally produced food 
consumed in these regions is produced elsewhere. Economies of size at the farm level and specialization 
at the regional level mean that most types of food products are produced in a relatively few places. Thus 
most conventionally produced and marketed food produce come from other regions, while most food 
products of any particular region are consumed in other regions. Local foods, on the other hand, are, by 
definition, produced within the region and thus generate higher indirect sales.  

• Total contribution to local GDP by local food systems was greater than the contribution of 
conventional food systems. Local food producers themselves retained a relatively small share of 
GDP, but the larger community enjoyed more value added because of the direct and indirect 
employment and the indirect sales generated by local food systems.  

• Magnitude of economic benefits from local food systems depends on the region. Farms in the 
region must be able to produce the quantities and quality of food that local consumers demand 
and the communities must generate sufficient demand to induce farmers to produce for the local 
market.  

•  Is the rural economy overall expanded by local foods? Many of the displacement effects of 
local foods occur in other regions, other states, and even other countries. However, the growing 
size of the local food movement means communities are better off to encourage the development 
of local foods capacity, even in remote rural communities such as the ones we studied.  
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