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Economic impact from the loss of a dairy farm in
Minnesota

Rebecca Weir & Joleen Hadrich
University of Minnesota, Department of Applied Economics

Model - Two-way fixed effects

Three model specifications analyzing the impact on
county economic indicators from a change in farm
operations, cows, or herd size. F is the number of
licensed farm operations in specification 1, total cows in
the county for 2, and the third specification uses
average herd size as the variable of interest. Average
herd size is is calculated using tthe number of licensed
dairy farms and total cows.

Discussion / Conclusion

The inverse relationship found with number of licensed dairy farms and
the economic indicators is likely the growth effect
Binary treatment thresholds arbitrarily imposed
County geographical borders could be improved upon with buffer rings
Reverse causality and endogeneity may further bias results
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Background

As the dairy industry continues to experience price volatility,
we observe annual decreases in the number of dairy farm
operations, while the number of cows has been constant. The
question that remains is how does the changing dairy
industry impact local communities? Is the economic condition
of a county impacted if the county serves inputs and services
to 5 farms compared to 30 farms? What is the relationship
between farm operations and rural communities?
 

Objective:
Analyze how the loss of a dairy farm
impacts a county's sales and use tax
revenue, employment, total personal
income, and GDP 

Results Table 1: Fixed effects Results, 3 model specifications 

Table 2: Fixed effects Results, Binary treatment definition

Licensed dairy farms held an inverse relationship for all dependent variables
Adding cows to a county decreased tax revenue
Herd size had no relationship with economic indicators

Counties losing 10+ farms had negative associations with employment and in
No statistically significant relationship for counties losing 10% of farms or
more

Binary treatments were defined based on (1) a county lost 10 farms or more in a
year or (2) a county lost 10% of farms or more in a year
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