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Of course, | do not have the solution to every community’s current woes and
path to long-term sustainability. Yet, rural researchers have learned a great
deal of looking at the path of North American rural development over the last
75 years. | am talking about how to increase community’s odds of having a
sustainable future. The way | would look at my advice as being akin to a
doctor advising you not to smoke. Of course we can find smokers who live
long healthy lives and we can find non-smokers who experience an early
death, but quitting smoking greatly increases your odds of surviving a long
time.



Does a consultant have good messaging, so you use them over the doctor?



Vancouver, Toronto, Montreal are dynamic world class cities and they are very
different than 20 years ago. Montreal has fallen from the top-tier Canadian city to a

uncertain status regarding separatism to one of the more creative cities in North
America.









Rural=nonmetropolitan in this discussion.
Ethanol boom is busting as few new plants are being constructed:
See: “Ethanol Is Dream Deferred for Farming Towns Too Late to Biofuel”

http://www.bloomberg.com/apps/news?pid=email en&refer=home&sid=azPOyrCia
8Nc. Sept 12. 2008.

Other sources are on the next slide.




Source, USDA, ERS, Rural America at a Glance, 2007 Edition. Available at: http://www.ers.usda.gov/publications/eib31/eib31.htm (downloaded, Feb 20, 2008).
Opportunity costs of subsidies?

“Direct employmentin the plants is not large, typically averaging about 35 jobs per plant. The 88 nonmetro plants employ about 3,100 workers. Seventy percent of the nonmetro ethanol plants in operation
are located in counties that declined in population from 2000 to 2006, whereas just half of all nonmetro counties lost population. Of new ethanol plants under construction, nearly four-fifths (67) are in
nonmetro counties and 75 percem of these are in counties with decllnlng population. (In economic development, weigh the opportunity cost of the subsidy vs. other thlngs that could be done in rural
America. Is this a net gain?).” From Rural America at a Glance.

Of 26 million jobs, 3,100 nonmetro jobs represents 0.01% of total rural employment using REIS data form 2005.
For work of Caution on Ethanol, see.....
For more details of how ethanol affects the lowa economy, see David Swensen, The Economic Impact of Ethanol Production in lowa is available at: http:/ideas.repec.ora/p/isu/genres/12865.html

Here is the associated press release: from SSTI,50 15 Pine Creek Drive, Westerville, Ohio 43081
Phone: (614) 901-1690 http://www.ssti.org

lowa Researcher Finds Limits to the Economic Impact of Ethanol

Inrecent years, lowa, like many midwestern states, has experienced a boom in ethanol production. lowa's natural competitive advantage in growing and processing corn has helped it to move to the
forefront of the emerging biofuels industry. The state provides numerous incentives and assistance programs through its Department of Natural Resources to help spur the creation of ethanol-related
companies and jobs. A new report by lowa State University economist David Swenson, however, argues that even if these programs are successful at building a strong ethanol industry, the overall
economic impact of this success would be smaller than predicted.

Swenson argues in The Economic Impact of Ethanol Production in lowa that many projections of the economic impact of corn ethanol suffer from improper input-output modeling and frequently
overestimate the number of jobs that could be created by the industry. He found that the ethanol boom that occurred between 2000 and 2005 did not lead to the creation of many construction jobs.
Instead, much of that construction work was undertaken by out-of-state firms that brought specialized workers with them.

Once an ethanol plant is finished, it rarely requires many workers. A 50 million-gallons-per-year (MGY) ethanol plant requires only 35 direct workers, while the more intensive 100 MGY plants still only
require 46 employees. In addition, the number of full-time employees required for these plants is expected to decline as the technology becomes more advanced.

Some of the other most frequent errors made in modeling the impact of ethanol pointed out by Swenson include:

«Corn Production — Models often include the corn grown for ethanol as a new activity. In most cases, this corn is already being produced. In cases in which new corn would have to be grown, that land
would have previously been used to produce other crops.

-Transﬁonaﬂon — Many models include new jobs in transportation and trucking, under the assumption that ethanol plants will need new supply lines. Farmers, however, already use trucking companies to
move their corn. In fact, by building local ethanol plants, the state may even see a reduction in the demand for transport services.

*Regional Offsets — Other industries that compete for many of the same input resources, such as hog and poultry producers, will have to pay more for resources and services. Also, the cost of corn-based
feeds will increase for these industries.

Since corn production in lowa — and any other state — is naturally limited by the availability of land and other resources, the number of ethanol plants a state can accommodate is finite. According to
Swenson, even if lowans were able to produce two billion bushels of corn, the state would still only require 55 plants averaging 90 MGY in size. In 2005, the state grew only 400 million bushels. In 2009,
42 ethanol plants will already be operational, and the state appears to be approachlng its ceiling for ethanol production and employment.

Swenson does not propose ending state support for the biofuels industry, but he does suggest that some of the state’s justifications for its ethanol programs are based on misleading employment
indicators. The overall impact may be smaller than expected in the state, even though lowa has long been a national leader in biofuels production. For other states, with even less land dedicated to corn
production and with less focus on ethanol, the employmentimpact may be even more limited.



Voting with their feet: Are more people moving in than moving out as economists
best signal of whether a place is prospering in terms of economic and quality of life.

| picked a year where the bio-fuels rage was going quite strong—with heavy
construction to maximize the impact. Note in the red ‘circle’ of the greatest intensity
of ethanol plants that there is still broader out-migration in rural America—even
during the construction phases. Also, this reaffirms that ethanol may be an excellent
farm/energy/environmental policy, but it does not substitute for a rural policy.

Note the yellow patterns in the Great Plains and the red/blue growth near urban
areas and high amenity areas. Those trends overwhelm other demand shocks.



The notion that clusters would fail would date back to Jane Jacobs notion that large
diversified cities will perform better. The evidence supporting Jacobs is fairly strong:

See: Partridge, Mark D., Dan S. Rickman, Kamar Ali and M. Rose Olfert.
“Employment Growth in the American Urban Hierarchy: Long Live Distance.”
Berkeley Journal of Macroeconomics—Contributions. 8 (2008, Issue 1). Available
at: http://www.bepress.com/bejm/vol8/iss1/art10.

Glaeser, Edward L., Heidi D. Kallal, José A. Scheinkman and Andrei Shleifer, 1992.
“Growth in Cites,” Journal of Political Economy 100, 1126-52.

Glaeser, Edward L., Jose A. Scheinkman, and Andrei Schleifer, 1995. “Economic
Growth in a Cross-Section of Cities,” Journal of Monetary Economics 36(1), 117-43.

Glaeser, Edward L. and Janet E. Kohlhase, 2004. “Cities, Regions and the Decline
of Transport Costs,” Papers in Regional Science 83(1), 197-228.

Desmet, Klaus, and Marcel Fafchamps, 2005. “Changes in the Spatial
Concentration of Employment across US Counties: A Sectoral Analysis 1972-2000,”
Journal of Economic Geography 5(3), 261-84.
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Note the secular decline of agriculture in Canada and Ontario, where Ontario forms
a benchmark. Canada and Ontario mirror each other.
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Unlike 1950, ag and other primary is a small share of even rural and small town
Ontario which is defined after taking out CAs/CMAs or towns/cities>10,000 and their
tight commuting zones.
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| often get asked, what can we do? What industry sh
out that this is the wrong question, you should ask
that all of the best industries want to come here?
make it good for people to live there, and the jobs

ould be go after? | point
, how can we make it so
One answer is how can we
will follow.
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This table is by way of summarizing some of the relationships. As researchers in rural
development, we seem to spend quite a lot of our time convincing rural and urban
audiences, and especially the latter that the interdependence is mutual, that a regional
approach makes sense. This table can be used to illustrate the interdependence. The
shading on here was initially designed to signify demand and supply though | am not sure
that is entirely applicable. But I think of the white as the demand side of both product and
factor markets and the shaded as supply. So the rural population, at least within
commuting distance depends on urban for employment, for private and public services, and
for urban amenities. Extending out some distance form the urban centre, the rural
population is on the demand side for these goods and services. From the perspective of
the urban centre, they depend on the rural labour force for some of their workforce, the rural
population forms part of the market for the private and public goods and services provided
In the city, as well as the urban amenities.

On the other hand, Urban residents have a demand for recreation in rural areas, for food
safety and security, for a maintained environment, and for land for residential, industrial and
commercial development beyond their current boundaries if they are to expand in an
orderly way. From the rural perspective each of these can be seen as the basis for
supplying recreation activities, food, environmental stewardship, and some arrangement for
realizing tax revenues or proceeds from the sale of land.

A full understanding of these relationships is necessary in order to elicit the kind of
cooperation or joint effort that is required to realize the mutual benefits of this
interdependence. Mutual benefits as well as conflicts—both call for cooperation . Ultimately
governance of urban and rural areas is involved.
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Increased political clout in Toronto and Ottawa.
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Weakness of Conference Board of Canada (Globe and Mail) ‘cities’
approach. What's in it for the rest of the Country?

Does not consider smaller hubs (just big 10) and does not require
cities to share their prosperity with rural residents.

Provinces are amazing creatures. They jealously guard their interests and
autonomy from the federal government, but they are reluctant to share their power
with their own local governments. Quebec is increasingly an exception in their
development policies in that the province devolves more authority to local levels of
government.

By not planning, we get communities pitted against one-another. The outcome is a
zero-sum game where all parties lose out. Rural communities, in their quest for
growth, can lose their identity without cooperation. Moreover, sprawl can be a
wasteful development that is not friendly to the environment and is expensive to
provide infrastructure.
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good schools implies skilled workers & attract their parents.
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Small businesses create more jobs on net--Birch.
Business Retention and Expansion Programs
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Don't try to reshape the future so that it makes you more comfortable.
Besides being futile, it will be ineffective
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Places don’t have to figure out the winning firms,
want to be where you are.

but make it so that they will
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