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Other sources pointed out that
while the green movement will be a
contributor to any job recovery, it
doesn’t yet have the scale to pull the
economy out of its job slumber. 

Sarah White is a senior associate
with the Center on Wisconsin Strategy
and formerly of the Wisconsin
Department of Workforce Develop-
ment. White said that green jobs have
“tremendous opportunity, and not just
for environmental, moralistic reasons.”
But she added that somewhere along
the way, the message of potential job
creation, which could be driven by
massive public and private investment
in clean energy, was mistaken for a
promise of actual job creation. “The
environmental movement tied the
green movement to the jobs agenda
without talking to people who under-
stand labor markets,” she said. 

As a result, “I think in many ways
green jobs have been oversold. If peo-
ple are looking for [a lot of] new green
jobs around the corner, they aren’t
there,” said White. “All jobs can and
should be greener. But green jobs are
not going to solve the structural prob-
lem in the job market.” 

That’s because there is an ongoing
mismatch between labor skills and
demand, but the mismatch is not
unique to green jobs, White said. It
applies across the economy, and,
according to White, the mismatch is
particularly relevant among low- and
middle-skilled workers. “We don’t have
people ready for the workplace. …
There’s not a lack of green skills. Many
workers don’t have basic skills.” 

Fix that problem, and you’ve gone a
long way toward fixing the mismatch
problem while preparing workers for a

rainbow of jobs, not just green ones. It’s
a myth, White said, that “green jobs are
new and different. … There isn’t an
identifiable suite of new green skills.
Most green jobs will involve traditional
skills in traditional occupations.” 

That notion shouldn’t necessarily
disappoint or deter advocates either.
Rather than something completely new
and different in the economy, green
jobs in many ways have always existed;
innovation has regularly delivered new
products and processes that are less
energy-intensive because it helps firms
be more productive and thus profitable. 

“Green jobs [are] not necessarily a
new phenomenon,” said Barbara
Wagner, a senior economist with the
Montana Department of Labor and
Industry and head of a multistate con-
sortium looking at green jobs. “The
challenge is to ask how the green move-

ment impacts the long-term function-
ing of our economy.”

For example, Wagner said, “The
movement to be more environmentally
friendly is changing consumers’ prefer-
ences and is changing what types of
goods are produced in our economy.”
That’s likely to continue, even acceler-
ate, given greater recognition of envi-
ronmental costs of burning fossil fuels,
which Wagner believes is a “long-term
trend in our economy.” 

“Whether or not the trend continues
to be labeled ‘green’ or some other label
remains to be seen,” said Wagner.
“Green jobs have made a number of
headlines in the last few years, and some
of that attention may fade over time.” �
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statistics and employment projections.
The bureau now is in the throes of a for-
mal, $8 million study “to identify green
economic activity and produce data on
the associated jobs.”

State labor departments and others
are also spending time and money play-
ing definitional catch-up in hopes of
getting a better grasp of what green jobs
are, and are not. While many jobs
might appear green on the surface, a lit-
tle definitional scratching shows that
many have only a green veneer.

Unfortunately, green jobs don’t fit
well into the hierarchy of traditional job
classifications that researchers use to
tally employment. Current methods are
akin to counting apples using the alpha-
bet. Labor economists are developing
methodologies to better bridge this
measurement gap, but in doing so, con-
siderable subjectivity seeps in, leaving
virtually any methodology open to
debate.

A closer look
The BLS has gone further than anyone
to identify green-hued areas of the
economy.

“As a statistical agency, we’re con-
cerned with measuring standard things.
But we want to address what’s happen-
ing in the economy and what people are
asking about,” said Sommers. The
agency undertook similar efforts when

high-tech and information technology
jobs were all the rage a decade ago to
determine whether a fundamental
transformation was occurring in the
economy. “One way to find out is to
measure it,” Sommers said.

The matter is also important, she
said, because green policy and invest-
ments are going forward despite the
lack of good data. Other data-gathering
organizations are looking to the agency
for leadership. “We knew that states
would be pushed to do their own
[green] data collection,” Sommers said,
and the BLS wanted to have some
methodological stakes in the ground to
help guide those efforts.

Ultimately, the hope is that the BLS
will be able to track total employment
and wages for businesses producing
green goods and services, and to do so
at both the industry and the occupation
levels, for jobs like geothermal analyst
and solar engineer. In other words, it
hopes to track green jobs as accurately
as positions in a specific industry or
trade.

That’s no small undertaking; it
requires the agency to first settle on a
definition of green. In studying the mat-
ter, the BLS states that “the common
thread through the studies and discus-
sions is that green jobs are jobs related
to preserving or restoring the environ-
ment.” The agency added that other
categories like renewable energy, ener-

gy efficiency, pollution mitigation and
natural resources conservation are
areas “nearly universally cited” in any
study or definition of green jobs.

As a general matter, there might not
be much to quibble over. But once this
definition is applied to the industrial
and occupational world, it quickly turns
into quicksand. “It’s been an interesting
exercise, to say the least,” said Sommers.
“People have different perspectives on
this issue.”

The central difficulty with defining
green jobs is that the concept of green
permeates many occupations in some
form, and it doesn’t fit neatly into the
existing framework the government
uses to measures jobs, said Steve Hine,
research director at the Minnesota
Labor Market Information Office. For
example, the federal North American
Industry Classification System
(NAICS)—a go-to source for occupa-
tional data—is production oriented,
while much of the green economy (like
energy conservation and environmental
preservation) is less concerned with the
direct output of goods.

So the BLS (and some states studying
the matter) has developed a hybrid
methodology that combines output and
process approaches—in other words,
identifies firms that either produce green
goods or services directly or use environ-
mentally friendly processes and prac-
tices—and then counts associated jobs.

The many shades of green
Drawing boundaries around green jobs is a subjective art

By RONALD A. WIRTZ
Editor

Imagine reading this job description:
Must have experience in one or

more of the following: renewable ener-
gy, waste reduction, resource utilization
(or nonutilization, really) and environ-
mental sustainability and preservation
(inquire within for technical descrip-
tion). Job involves these things either in
part or in whole and is either produc-
tion- or service-based (though we can’t
tell you which one). If you think you
qualify (and you probably do), apply at
your nearest state labor information
office.

Welcome to the fudgy, gray world of
green jobs. While politicians and envi-
ronmental advocates promote the
promise of green jobs, labor economists
have been, well, laboring over how to
define and count them.

Even the Bureau of Labor Statistics
(BLS), the nation’s arbiter of all things
jobs, is stumped. It’s been looking at the
green jobs issue for a couple of years
now. In 2009, it joined forces with state
labor economists on a working council
to examine the matter more closely.
One of its first tasks was to review what
had been done to date.

“The general impression was there
was no consensus on the definition of
green jobs,” said Dixie Sommers, BLS
assistant commissioner for occupational
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In a March issue of the Federal
Register, the BLS published its definition
and methodology and sought feedback.
It received 156 comments “all over the
map,” said Sommers. Some suggested
that the effort and the agency’s defini-
tion were on target; others said the
agency had no business undertaking
such an amorphous study. Still others
represented certain constituencies who
said, “You should count our jobs as
green.”

Ultimately, the BLS took the feed-
back and revised its definition—though
not a lot, according to Sommers. “It’s
fair to say that our overall approach is
still there. … We’re not attempting to
get a consensus definition.” Instead, the
bureau wants a definition it can “opera-
tionalize” into a survey of employers,
Sommers said.

In some cases, firms and employees
covered by the BLS’s definition are pret-
ty obvious, like jobs in renewable energy
production. “People agree that’s pretty
green,” said Sommers. Then the BLS
looks at the share of revenue that a firm
(like a utility company) earns from
renewable sources to get a proportional
measure of jobs at that firm. “That’s also
pretty straightforward,” she said.

However, in other cases, divining
greenness is much more difficult. For
example, is the wholesale or retail dis-
tribution of a green product—say, a pol-
lution scrubber for power plants—a

green job? Some certainly think so;
without it, there is no net environmen-
tal benefit because the scrubber stays in
the factory. But is it a uniquely green
service?

“We decided not to count those jobs”
as green, Sommers said, “because there
was no particular benefit to the envi-
ronment.” That is, the transport itself
was no different for the scrubber than if
the firm was transporting barrels filled
with oil.

The BLS nonetheless identified
almost 600 green NAICS codes, and
“not everyone is going to agree” on
what did and did not make the list,
Sommers said.

That might be putting it kindly.
Some of the industries included are
“absurd,” said Hine. For example, small-
arms ammunition manufacturing made
the list because environmentally harm-
ful lead is being increasingly phased out
of bullets. Bags, pouches, packages and
sheets made of plastic—yes, plastic—
also made the list by virtue of resin recy-
cling in the new product.

The haggling will continue for some
time. The BLS doesn’t expect to have its
first estimates for green jobs nationwide
until fiscal year 2012.

50 different answers?
The BLS is not the only dog in the
green job hunt. States are doing their

own homework on green jobs, funded
mostly by federal grants in last year’s
stimulus bill. A total of 30 awards rang-
ing from approximately $760,000 to $4
million were made to individual and
groups of state workforce agencies. The
Minnesota Department of Employment
and Economic Development (DEED)
received a $1.2 million stimulus grant to
investigate green jobs and already has
added a green category to its existing
job vacancy survey.

The Montana Department of Labor
and Industry (MDLI) is spearheading a
seven-state research effort (including
the Dakotas) to improve green jobs data
gathering and analysis by state labor
market information offices. The effort
received a $3.8 million federal grant to
develop a methodology for surveying
firms to “close the green jobs informa-
tion gap,” according to a federal sum-
mary of state-based initiatives.

The Montana agency had been
researching green jobs before it
received the grant because various con-
stituencies—policymakers, businesses,
job seekers, media—had been asking
about this topic, according to Barbara
Wagner, senior economist with the
Research and Analysis Bureau, a data-
gathering arm of MDLI. Early efforts
stemmed from the fact that Montana is
home to one of the world’s largest
superfund sites—a shuttered asbestos
plant in Libby—“and policymakers were

interested in the types of jobs, the avail-
ability of workers and the training need-
ed to adequately staff work to restore
the superfund site,” said Wagner via e-
mail. That’s when the proverbial green
light went on, resulting in “even more
questions about green jobs and
acknowledgment of environmental
costs.”

In a July 2009 report, the agency
encapsulated much of the methodolog-
ical difficulties of green counting,
applying seven different methodologies
and estimating the number of green
jobs between 4,000 and 22,000. More
recently, the department completed a
firm-level survey of green jobs and
expects to make preliminary results
available in October, according to
Wagner. Other states in the consortium
were in the last stages of data collection
as of late summer, and final reports
from all states are due at the end of May
2011, Wagner said.

Despite this and other research
efforts, labor economists have a lot of
work to do before they can confidently
claim to have boxed in green jobs. To
that end, federal and state investiga-
tions might have an equally important
public relations function.

Said Hine, from LMI, “I think if
there is a benefit [to the green job stud-
ies], it is to make it more apparent to
people that there is not an easy-to-
define green economy out there.” f
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The task 
for 

policymakers 
is to 

find the 
right tool 

for the 
right job.

unning against conventional wisdom,
some labor economists say it’s unlikely that
green jobs are going to be the revolution that
some want or believe them to be. 

Big deal, right? In the scheme of things,
estimates are just estimates—no one gains or
loses a future job, right? Things will sort them-
selves out later. In the meantime, pay no atten-
tion to those economists behind the curtain.

Except that there is a consequence if
public policy is taking its cue from con-
ventional wisdom—as appears to be the
case—and policymakers prefer to focus on
green job creation and co-opting the larg-
er goal of limiting greenhouse gas
(GHG) emissions and particulate
pollution created by burning
fossil fuels.

Some criticize all environ-
mental regulation as bad. But mar-
kets do fail, and government has a
unique role in correcting market failure. In
this case, market forces have led to an overre-
liance on fossil-fuel-based production, failing
to properly price the particulate pollution and
GHG emissions that result. The best role for
policy, therefore, is helping markets recognize, price
and manage the pollution and emission problems of a
carbon-intensive economy. 

Some might assume that myriad existing laws, poli-
cies and programs at all levels of government are doing
just that. But policy design is critical, and economic the-
ory suggests that most of the green-chasing that goes for
public policy today will not create the desired outcomes
for either the economy or the environment.

From an economics point of view, the task for policy-
makers is to find the right tool for the right job. In this
case, the “job” or underlying problem is not employ-
ment-based, but environment-based: Along with well-
recognized pollution effects from fossil fuels, the cur-
rent scientific consensus says that atmospheric levels of
carbon dioxide, methane and other GHGs are too high,
are a risk to the global climate and need to be reduced.

High unemployment is certainly a problem, but it’s a
separate problem—one that is not well aligned with the
goal of reducing GHG emissions. Even if it were, the
strategy of subsidizing green firms and jobs in hopes of
creating net growth rests on weak evidence. Past
research (including by the Minneapolis Fed) has shown
that incentive wars among local and state governments
to attract or retain jobs—green or not—is a zero-sum
game at best. Though the competition often forces
other governments to participate (or become the prey),
that doesn’t rationalize the competition itself. 

If the problem at hand is excessive GHG emissions
and other pollution, policy should focus on effective
strategies for reducing them. Government’s track record
at inducing jobs in the private market is spotty, and
attempting to create policy that both reduces GHG emis-

sions and creates jobs risks doing a poor job of both. 
In terms of tools, economists prefer those that direct-

ly address a problem. In this case, the problem has to do
with what economists call externalities—the harmful
GHG emissions and pollution that are not included or
captured in the price of fossil fuel. If society is getting
too much of something it doesn’t want, that means
prices are too low; meanwhile, society bears these exter-
nal costs in the form of environmental damage, health
problems and the like. 

So the right tool to reduce pollution and GHG
emissions is to put a price on them,

which will discourage their produc-
tion as businesses and consumers
avoid the higher cost of energy-inten-

sive production techniques, running
electronic gadgets all day long or driving

five miles for a cup of coffee. Economists
generally also prefer direct pricing—in this

case, a tax on carbon emissions—over indi-
rect pricing (like cap-and-trade permits)

because the implementation of a tax is more
straightforward and less prone to the political

contortions that are invariably associated with
cap-and-trade policies.

Other popular green policies—promoting energy
efficiency or renewable energy use—are less efficient at
reducing emissions because they suffer leakage. For
example, greater energy efficiency is not always realized
as lower carbon emissions; lower costs on your fuel bill
might convince you to nudge up the thermostat a few
degrees during the winter because of savings from ener-
gy efficiency.

Moving to economists’ preferred policies to reduce
GHG emissions and pollution is not presumed to be
easy; indeed, setting the “right” price for these emis-
sions is fraught with difficulty and comes loaded with
transition costs as businesses and consumers adjust to
new cost structures. The current tangle of green initia-
tives at all levels of government also is proof of society’s
dislike for recognizing these externality costs explicitly
through taxation. It’s often more palatable to promote
well-intended policies that appear to avoid the trade-
offs implied by higher taxes.

But good intentions—and the easier, more wide-
ranging and incremental policies that have resulted—
do not necessarily produce good outcomes and may
ultimately be more harmful in ways not easily recog-
nized. As currently designed, many environmental poli-
cies are doing double duty: attempting to reduce pollu-
tion and GHG emissions, and create jobs. 

A full accounting suggests that such efforts tend not
to yield many net jobs, nor do they achieve environ-
mental goals that would be realized through a more
direct policy approach. And all the while, significant
financial and political capital is consumed avoiding
hard policy choices and pursuing green jobs.

—Ronald A. Wirtz

Address market failure. 
Hint: It’s not jobs

R

Green: What role government?
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By ALISON SEXTON
Research Assistant

When you think of organic agriculture,
you probably imagine yourself eating
leafy greens and other vegetables you
buy for a salad. For that reason, you
might not think that Ninth District
states, which specialize in major com-
modity crops and livestock, have a large
role in organic production.

But, in fact, the Ninth District is a
major organic producer, and its organic
footprint continues to expand as more
farms undergo the certification process
that ensures that their practices exclude
or strictly limit the use of synthetic fer-
tilizers and pesticides, plant growth reg-
ulators, livestock antibiotics, food addi-
tives and genetically modified organ-
isms.

Although it remains a small compo-
nent of total U.S. agriculture (0.6 per-
cent in 2008), organic farming has been
expanding both nationwide and in
Ninth District states. For example, the

number of organic farms in district
states increased by almost 40 percent
from 2005 to 2008, slightly lower than
the 52 percent growth across the coun-
try, according to the most recent data
from the U.S. Department of Agriculture
(USDA) (see Chart 1).

Wisconsin was the only district state
to see higher growth (75 percent, or 436
farms) than the national average (see
Chart 2). In fact, Wisconsin ranks in the
top five states for the number of farms
producing organic dairy, beef, poultry,
other livestock, crops, vegetables and
melons. Wisconsin’s organic farms are
diverse in both size and crop, but they
are on average smaller than similar
farms in other states, which likely con-
tributes to its larger numbers.

Conversely, the rate of acreage certi-
fied as organic grew faster in district
states during this period—37 percent
compared with 19 percent nationwide
(see Chart 3). In terms of total organic
acreage, all five district states ranked in
the top 11 states in 2008. Growth was

stronger in pastureland and rangeland
(63 percent) than in cropland (28 per-
cent), but all district states rank high in
both categories.

Districtwide acreage growth was
largely driven by two states. Total organ-
ic acreage in South Dakota almost
tripled, and roughly doubled in
Wisconsin. South Dakota also saw organ-
ic pastureland and rangeland increase
ninefold, or 100,000 acres, during this
three-year period. This growth is per-
haps due in part to the addition of about
3,300 organic beef cows (a 500 percent
increase) over the same period.

Montana is the district outlier, having
negative growth both in the number of
certified organic farms and in acres.
These data are based on information
from USDA-accredited state and private
organic certifiers. But certifications by
the Montana Department of Agricul-
ture—the state certifier—actually increased
by 44 farms (67 percent) between 2005
and 2008.

The Montana department also sug-
gested that the decrease in certified
acres may have resulted from a number
of farms dropping certified acres never

Taking root
Organic farming continues to grow in the Ninth District
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De novo banks from page 14

concentration in comparatively risky
commercial real estate. Moreover, de
novo banks rely to a greater extent on

more volatile sources of funding (so-
called noncore funds like jumbo certifi-
cates of deposit and brokered deposits
rather than traditional savings). And
unlike the mature banks, the average de

novo bank earns a very small profit.
As long as capital remains strong

and loans continue to perform,
young banks can remain stable and
healthy. But these basic measures

reveal that riskier loans, less reliable
funding and lower income continue
to challenge de novo banks. f



put into use. For example, one opera-
tion certified 36,000 acres of organic
pastureland for several years in case it
ever sold some of its herd, but eventual-
ly dropped the organic designation.
The drop represented a significant
decrease in the total certified acreage,
but did not affect production.

The new bread
and feed basket
The district’s biggest organic footprint
is in grains, producing 30 percent of the
U.S. total (see Chart 4). Between 2005
and 2008, the district increased produc-
tion of almost all grain crops with the
front-runner being corn. Acreage
increased by 61 percent, and each dis-
trict state saw an increase in acres of at
least 19 percent.

Multiple drivers apparently are

behind this trend in organic corn and
other grains. The USDA reported, for
example, that breads and grain prod-
ucts were a leader in organic food and
beverage introductions.

But probably more relevant, especially
for district states, is a growing organic
livestock market. Demand for organic
livestock and poultry has been increasing
in the country as a whole, and also in the
district. These animals require organic
feed in order to be certified USDA
organic, and corn often makes up a
majority of livestock diets. District states
already specialize in feed production for
conventional uses, and it makes sense
that they would play a prominent role in
the growing organic feed market.

From a fairly small base in 2005, the
organic livestock market has witnessed
robust growth. Organic cows, pigs and
sheep increased by 142 percent in the

United States between 2005 and 2008,
while chickens and other poultry
increased by a comparatively paltry 13
percent. Trends were somewhat the
opposite in the district, with chickens
and poultry seeing very strong growth
(147 percent), while organic cows, pigs
and sheep grew by 72 percent.

Wisconsin is the district’s clear leader
in both organic livestock categories,
ranking second nationally in livestock
and fifth in poultry in 2008. Minnesota
is the next-largest producer in the dis-
trict, but has only a fraction of the ani-
mals that Wisconsin has in both cate-
gories.

Overall, the outlook for the organic
food industry is positive, but there are
challenges, including a shaky economy
that has pushed some consumers to

cheaper foodstuffs. Organics are also
battling increased competition from
foods labeled “natural”—a less expen-
sive and less regulated classification.

According to a recent Nutrition
Business Journal article, price inflation in
the organic industry is expected to lag
that in the conventional industry
(where prices have already started to
increase). This will cause the price pre-
miums for organics to shrink and
should help bring back consumers lost
to higher prices during the recession.

The outlook for organic livestock is
also positive, as demand for organic
dairy and meat is expected to increase.
In fact, the Nutrition Business Journal pre-
dicts that the meat, poultry and seafood
category will be a “bright spot” for
organics in 2010. f
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Dave Engstrom: I agree with Jane that small towns
have done better than urban areas in general. Small
cities in the lakes region and those with tourist
economies have done fairly well. These cities tend to
have higher-than-average property tax capacities
because they have higher-end homes and thriving
commercial districts.

However, as the recession has lingered, some
towns seem to have been hit harder by the recession,
like those with poor property tax capacity and a
dependence on [declining] local government aid
from the state. It seems to be almost a survival of the
fittest.

Bart Finzel: I agree that, in general, small towns ini-
tially weathered the recession better than most
urban areas. They haven’t been immune, however.

In addition to what’s been mentioned, I would add
the decrease in credit. Many small-town banks
sought higher returns by investing in the speculative
run-up in commercial real estate in urban areas.
This has left them weakened and less likely to lend
to any but their most creditworthy customers.

fedgazette: Does population size matter to the livabil-
ity or survivability of a small town? If so, what is a
critical mass?

Finzel: I believe viable small towns can come in all
sizes. More important than numbers of residents is
the role the small town serves in the region. Viable
small towns must be gathering places. It may be that
people gather because the town provides essential
services—financial, legal, medical, recreational,
retail. In such instances, what is most important is
the population these services can be expected to
provide for.

However, small towns need not be only about
service provision. A small town may be viable if it is
the central gathering place, [such as] for a local reli-
gious community or a local school. Of course, this
implies that small-town residents depend upon larg-
er population centers to fill in the gaps in needed
services, but all communities rely upon others to

Continued on page 18

fedgazette: First, how did small towns fare during the
recession?

Jane Leonard: Small towns and rural areas did better
than urban and exurban areas in the first year of the
recession, due primarily to strong commodity prices
for farmers, which in turn contributed to small-town
Main Street doing better relative to its urban coun-
terparts.

Small towns were not as affected by the housing
downturns and contractions in finance and banking,
in part because they weren’t as exposed as urban
areas in the residential housing and commercial real
estate markets. However, the length of the current
recession is now making its mark on rural areas and
small towns because of job losses and the resulting
belt-tightening by consumers.

Challenges and opportunities abound in rural communities

Small talk:
An interview with
three small-town advocates

This summer, the Center for Small Towns at the University of Minnesota-Morris hosted a two-day sympo-
sium regarding the health and outlook of small towns. Afterward, the fedgazette took the opportunity to
organize a round-robin interview via e-mail with three small-town and rural advocates: Bart Finzel, CST
interim director; Dave Engstrom, executive director of the Minnesota Association of Small Cities; and Jane
Leonard, former president of Minnesota Rural Partners and now manager of the leadership and community
engagement team at the Bush Foundation.

Jane Leonard, former president
of Minnesota Rural Partners

Dave Engstrom, executive director
of the Minnesota Association of Small Cities

Bart Finzel, Center for Small Towns interim director
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some degree. Is St. Cloud not viable
because it lacks the Twins? Is a small
town not viable because it lacks a mall?
I don't think so.

Engstrom: I agree with Bart that there
are success stories in all sizes of cities.
There are 854 cities in Minnesota;
about 100 of them have populations
less than 100, and about 500 have pop-
ulations less than 1,000. Minnesota lays
claim to Tenney, the smallest city in the
nation with a population of six—or five
or four or seven, depending on the
census you look at.

One may wonder why some of the
smaller cities even exist, and the rea-
son can often be traced back to plan-
ning and zoning laws. Cities, unlike
townships, have autonomy on zoning.
There have been cities incorporated
for the sole purpose of controlling
their zoning or to prevent annexation
by a neighboring city. But the common
thread of the most vibrant and vital
small cities I know is a common vision
of the future and to preserve the past.

Leonard: Ditto on Bart’s and Dave's
responses. Viability also depends on
the remoteness of the town and the
can-do spirit of the people. A town
considered very small—under 500, for
example—could be a vibrant regional
center if it is in a very rural area with
even smaller towns or hamlets around
it and has some essential places and
services—a post office, church, com-
munity center, food, gas and hardware.

fedgazette: There is a lot of attention
paid to small-town sustainability, which
seems to imply a lack of sustainability
currently. What exactly is the sustain-
ability threat? What threats are systemic
and affect virtually all small towns, and
which ones are more selective, or even
anecdotal?

Engstrom: From my observation, the
biggest systemic threat is related to
population decline, and specifically
among younger age groups. As the
population in small cities declines and
grows older, there is less consumer
activity, causing a decline in retail busi-
ness. Also, school districts with fewer
students fuel the local economy less.
It’s a vicious cycle once it starts. The
decline in retail and business activity

leads to a glut of Main Street retail
buildings, which drives down property
values and eventually leads to a
decreased tax base.

The selective or targeted threats I
have seen usually stem from a loss of a
major employer or in some cases a
regional “big-box” retail operation
opening up nearby. The loss of a high
percentage of employment is always
devastating. But when a new big-box
store opens up, it causes the local mom
and pop businesses, grocery stores,
hardware stores and others a lot of
stress and strain and possible demise.

Leonard: The advent of the auto,
cheap gas and better roads accelerated
the fragility of small towns. It allowed
people to travel farther in less time for
supplies they needed. That practice led
to more regionalization in government
services, education, health care and
commerce, which in turn further weak-
ened small towns.

Higher gas prices curtailed some of
the regional travel in recent times, but
right or wrong, people still vote with
their pocketbooks and their vehicles.
They shop and get health care and gov-
ernment services in regional centers
because of the perceived lower costs
and wider selection. More ubiquitous
broadband and leaders who champion
“buy local” efforts can help bring back
key services and businesses.

Finzel: I would add that farm consoli-
dation and reduced diversity of farm
outputs—some resulting from
economies of scale and others from
farm policy—have contributed greatly
to the population loss. Also, high
returns earned by highly specialized
labor—in medicine, law and finance—
have contributed to shortages of the
general practitioners so essential to
small-town sustainability.

fedgazette: Many small towns have been
losing population for decades.
Economists generally argue that migra-
tory trends are market signals—house-
holds are making efficient decisions
based on their perceived best interests.
Should government support or subsidize
small towns in hopes that they become
more attractive? If yes, what’s the most
efficient way of doing so?

Leonard: This is the eternal question
since people moved to urban areas
from farms and small towns as industri-
alization took hold in the 19th century.
Where is opportunity? Opportunity
depends on personal choice, need and
situation. So my answer to the subsidy
question is “it depends.” Rationally,
some towns are strategically more
important to support with subsidies—
gateways to resources that we all
depend on, for example. Some towns
given access to subsidies for broad-
band, for example, become more
attractive to both lone eagles and busi-
nesses that depend on high-speed
access to the world.

It’s important to maintain a healthy
rural-urban balance for a number of
reasons. The best example of efficient-
ly doing that, of everyone pitching in a
little to support one another, was the
rural electrification and telephone sub-
sidies beginning in the 1930s and con-
tinuing today. That catalyst opened the
doors to innovation and revitalized the
countryside.

Yet, small towns have disappeared
since forever. New ones have been built
in different places as opportunities
evolve. It may seem easier to have a
sweeping one-size-fits-all policy in subsi-
dies—to do it or not—but case-by-case
decisions on the different forms of sup-
port available ensure better steward-
ship of shared resources.

Finzel: I do not necessarily agree that
the migration away from small towns is
entirely the result of market forces.
Although small-town decline is partially
the result of limited opportunities,
farm programs added to population
loss by supporting a limited number of
commodities and contributing to larg-
er farms, fewer farmers and less-viable
small towns. Other structural issues,
such as health insurance being far
more expensive for small firms than
for large firms, have also contributed
to out-migration.

Regarding small-town support, pro-
viding assistance to the relatively small
economic entities that are the back-
bone of small towns—rural hospitals,
micro enterprise, community banks,
cooperatives, small farms benefiting
from the local food movement—will be
most successful. Regulatory reform and
subsidies directed at very small firms in

the federal health care reform bill
should also enable small firms—and
small towns—to retain talented
employees who might have migrated to
larger firms with a better health insur-
ance plan.

Engstrom: The main support needed is
state assistance for basic necessities that
a city provides. All citizens in
Minnesota deserve basic services relat-
ed to health and safety at a fair price. If
a community can retain good, basic
services at reasonably competitive
property tax rates, then it has a chance
at competing for new housing and
business. This cannot be done without
some sort of property tax equalization
program like the current Local
Government Aid, which has been the
target of huge cuts over the last few
years.

fedgazette: What loss is most critical to
a community, and why? Put another
way, what elements are key to whether
communities die, merely survive or
thrive?

Engstrom: It’s hard to pinpoint what is
the most crucial loss to a community as
far as allowing a small city to remain
viable. At some point, the combined
losses of places of worship and places
to shop and gather, combined with the
population decline, breaks a communi-
ty spirit. So I guess I’m saying it is the
community spirit that is most critical to
a community. Small cities with tiny
populations can thrive or fail based on
the spirit and support of the residents.

Leonard: I agree, and I’ll add this: How
young people are regarded by a com-
munity is key. If enough people hold a
mindset that young people don’t have a
future in their small town and that
belief is instilled from an early age, then
the town is on a downward spiral. If kids
are embraced, supported and encour-
aged to be a part of the community’s
present and future, then that communi-
ty is investing in its own future.

Engstrom: Jane, those comments are
right on the mark.

fedgazette: There is a lot of angst
regarding the loss of state aid and
other support for rural areas. Is long-

Small talk from page 17

Leonard: How young people are regarded
by a community is key. If enough people
hold a mindset that young people don’t
have a future in their small town and
that belief is instilled from an early age,
then the town is on a downward spiral.

Finzel: Farm consolidation and reduced
diversity of farm outputs—some resulting
from economies of scale and others from
farm policy—have contributed greatly
to the population loss.
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term survival tied more to internal
capacity—local leadership—or does
external funding and other support
play an outsized role?

Engstrom: If we are going to preserve
small towns as a way of life, there is an
absolute need for some sort of prop-
erty tax equalization to provide assis-
tance to communities in need. So the
loss of state aid payments, such as
Local Government Aid, for small
cities is a huge problem. Some com-
munities have a very poor tax base,
and paying for services like police
protection would require a much
higher-than-average tax levy [if LGA
were cut]. Some small cities do not
receive LGA because their tax base or
tax capacity is very high—like those in
the lakes region with high-end homes.

In some cities, LGA payments are
30 to 50 percent of total available rev-
enue. When LGA is cut, as has hap-
pened the last few years, there is a
limited choice for city councils to
make up the lost revenue. Most sim-
ply cannot raise taxes, and many cities
are subject to state-imposed levy lim-
its. The usual city response is to not
fill vacant positions, cut positions and
also cut back or limit capital improve-
ments and expenditures. There is at
least one city in Minnesota that has
pledged its LGA payment to payment
of bonds that were used to improve its
wastewater system. Nonpayment of
LGA could cause default on the bond
payments.

Leonard: Local leadership is a necessi-
ty for long-term survivability, but exter-
nal resources and external leadership
matter a great deal. These days, we
face a crisis in confidence in ourselves.
We justify decreasing state aid as a way
to hunker down until the storm pass-
es. But hunkering down doesn’t work
when we are going through dramatic,
long-term transformations that
require proactive leadership and
resource investments coordinated
across local, state and national levels.

We made a pledge when this nation
was founded out of 13 colonies: e pluribus
unum—“out of many, one.” In practice,
at national and state levels, it means we
strive to contribute equitably to the
commonwealth to ensure reliable and
consistent levels of basic services and

infrastructure across our states and
nation. This “commonwealth” is the base
upon which further community and eco-
nomic development can happen.

Finzel: A sudden loss of state aid, par-
ticularly if coupled with continuing tax
limits on local government, would be
destructive for small cities. Even the
most enlightened local leadership
couldn’t move quickly enough to over-
come the blow.

I agree with Jane. State aid is an
expression of our collective desire to
ensure that all have access to basic
services and to not have areas of the
state barren and blighted. Larger units
of government have greater capacity to
smooth over the peaks and valleys of
funding levels market economies natu-
rally create and should play that role.

fedgazette: There’s a lot of talk about
better rural-urban connections. It
could be argued that the world has
never been more socially and economi-
cally interconnected. So what’s the
“connection” problem or gap that
needs bridging?

Leonard: Historically, we had stronger
rural-urban connections because our
region was very rural up until just after
World War II. People who did move to
the city still had strong ties back in the
countryside. With increasing urban-
and suburbanization, rural ties have
weakened in succeeding generations.

Today, I’m amazed at how few peo-
ple make an effort to visit parts of their
state that are different from where they
live. We’ve had a tradition in
Minnesota of “going up to the lake,”
but that is usually a narrow corridor
between a city and lake country that
omits vast parts of very rural or very
urban places.

I don’t agree that we as a world are
as interconnected socially as you sug-
gest. The connections we have tend to
be in distinct circles based on our own
special interests. To thrive, we have to
be more intentional about reaching
beyond our own comfort levels and
connect with people and places differ-
ent from our own settings.

Finzel: As a professor in a small town, I
find it remarkable to witness students

with urban sensibilities truly connect
with the realities of rural places. Some
students are empowered by the con-
nection. Others go home.

Students from urban areas take 24-
hour shopping, a Walmart or Target, a
cinema multiplex and a variety of dining
opportunities for granted. Moreover, as
their family ties to rural areas have less-
ened with each generation, their
knowledge of small places and their
ability to imagine a life without urban
amenities have diminished.

After a time, urban students who
stick it out find that those in small
towns make the most of their limited
menu of options: friends cook for one
another and create their own enter-
tainment; problems are solved by com-
ing together, rather than making a
phone call to a service provider; goods
and services are provided by local sole
proprietors, barter or not at all.
Students learn that nothing can be
taken for granted in a small communi-
ty. Doing for oneself and one’s commu-
nity is necessary. A sense of shared
responsibility is cultivated.

fedgazette: Step back for a big-picture
view. Small towns are the historic roots
of this country. Then came urbaniza-
tion, suburbanization and now a lot of
emphasis on the competitiveness of
regions and regional centers. Can you
envision the pendulum swinging to a
point where rural areas and small
towns are again a preferred, market-
driven place to live?

Finzel: Small towns that exist because
they provide essential services are, I
suspect, unlikely to make a comeback
because major services will continue to
migrate to regional centers. But small
towns that are built on a set of shared
beliefs or aspirations, be it a desire for
sustainable communities or the chance
to fully engage in all aspects of a com-
munity, will be attractive in the future.
This depends critically on leaders gath-
ering residents together to articulate a
shared vision. It will also depend on
whether the town welcomes newcom-
ers, creates opportunities for retirees
to return and fosters a degree of prom-
ise in the future.

The advantages of small-town life—
the cheap and abundant housing

stock, the community’s role in child
rearing, the relative security of know-
ing your neighbors, the opportunities
for self determination and self-expres-
sion—will continue to be attractive to
some. My thinking is that we are near
bottom in terms of out-migration from
small communities.

Engstrom: There will always be people
who desire the “small-town lifestyle.” I
do not think we will get back to a
point where small towns are the hubs
of commerce in rural Minnesota sim-
ply because of the change in agricul-
tural practices. We will have large
urban cities, suburbs and regional cen-
ters, and there will always be small
towns. For many, a small town is a
lifestyle choice—for retirees returning
to their roots or families looking for a
more affordable housing option,
maybe with a longer commute.

I would agree with Bart that the
out-migration from small towns may
be subsiding. What I can envision is
small towns that exist as housing clus-
ters; Main Street may not be the same,
but there will be some basic services,
even if it’s a convenience store and
maybe a place of worship. Some small
towns will do better than others, and
those that have the good leadership to
work toward developing their own
microeconomy will do very well.

Leonard: The majority of people in
this country do prefer to live in a small
town if there are certain amenities
nearby: recreation, health care, educa-
tion, jobs or business opportunities,
churches and social/civic groups.
Broadband can create improved access
to health care, education and some
economic opportunities anywhere.
Small-town resurgence based on recre-
ational amenities—lakes and moun-
tains—has been evident for some time.

The aging of the baby boomers also
represents an opportunity for small
towns. Many people do want to return
to their small-town hometowns when
they retire. They have lots of experi-
ence, know-how and leadership skills to
contribute to any place they settle.

fedgazette: Thank you.

—Ronald A. Wirtz
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Leonard: I don’t agree that we as
a world are as interconnected socially
as you suggest. The connections
we have tend to be in distinct circles
based on our own special interests.

Engstrom: In some cities, LGA payments are 30 to 50 percent
of total available revenue. When LGA is cut, as has happened the
last few years, there is a limited choice for city councils to make
up the lost revenue. Most simply cannot raise taxes, and many
cities are subject to state-imposed levy limits.
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