Mark Partridge

Building a sustainable Giko:

Eraowil throssdh ©omanassssin
W U GHEEE Sree TeeEgh R U Ui SRR RS

coperation

Presented at:

CFAES Vice President’s Agricultural and Policy Outlook

Columbus, Ohio — October 29, 2007

Mark Partridge

Swank Chair in Rural-Urban Policy
Dept. of Agricultural, Environmental, and Development Economics

Partridge.27@osu.edu
http://aede.osu.edu/programs/Swank/

EXTENSION
OARDC




Overview of Rural America and Ohio
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® Economic & community developmen

1. Rural trends in U.S. and Ohio.

= 1950 Myth and one-industry backward Iookil_lgl
strategies (agriculture is more entrepreneurial)
2. Implications for community development.
= Wishful thinking and good intentions are not realistic
dev. strategy

= Should not be fad driven: jump from value added, clusters,
manufacturing, bio-fuels....

3. Moral: community develop. is hard work

- Get the foundation right and less worrying about “strategic
thinking” and pickin§ the “right” industry.

= A key element is building stronger regions 585

-—h

- Not just for (say) Cleveland, but important for all of OH

EXTENSION
OARDC

Mark Partridge, Swank Chair Rural-Urban
Policy and AED Economics 2

Why discuss this issue now? Well, Ohio is getting closer
to a tipping point where its communities will be under
even more stress they currently are. Likewise, the
evidence suggests that this region can take advantage
emerging trends if it works closer together.

In my discussion, impediments are opportunities in the
sense that if you remove the barrier, you move forward.
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Rural America and Rural Ohio

% Rurai America is very diverse
< Three rural Americas

= Amenity/recreation/retirement communities

= Metropolitan adjacent—facing growth pressure
= Commuting and urban markets: I-71 corridor

= Remote rural
= Often more dependent on the primary sector
= Appalachia Ohio?, NW Ohio and the Great Plains

« The first two are faring quite well in terms of growth.

« Remote rural is having a good couple of years.
- But it faces some real challenges.
OHIO
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Ohio growth patterns.

'S economy lags the nation, but more

n metro Ohio.
<© Who cares—old news...

< Important!

=If Ohio returned to the national average in per-
capita income: $12,000 more income for a
family of 4.
= 60,000 more jsobs a year if Ohio’s job growth
equaled the U.S. rate.
=Less private sector investment does not occur
with current expectations.
= Vicious cycle that limits wealth creation.
% ‘Popular’ stories for OH’s Iagging OHIO
performance are insufficient. SIATE
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OH’s underperformance is well known, but changing this picture is paramount to
improving our incomes, jobs, retaining jobs, AND attracting investment.
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Per capita Income ratios in the Great Lakes States: 1955-2006
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Ohio in purple. In mid ’50s, OH was almost 10% above U.S. average—today, OH is
almost 10% below the U.S. average.
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Percentage Change in Total Employment in the United States, Ohio and the Great
Lakes (Less OH)
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OH compared to U.S. and our Great Lake State peers (Rust Belt). Great Lake
States all have a manufacturing history, settlement history and weather that drives
Sunbelt migration. So doing worse than them is particularly alarming for Ohio’s
future.
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Metro OH has lagged in all 4 periods
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Percentage Change in Total Employment in Nonme tropolitan
United States, Ohio and the Great Lakes (Less OH)
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Nonmetro OH’s performance is not so bad since 1990 compared to the U.S. and GL
state averages. Metro OH is where OH’s recent problems are concentrated.

Mark Partridge



Percentage Change in Manufacturing Jobs in the United States, Ohio and the
Great Lakes (less OH)
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The state job growth story is NOT manufacturing in the sense that other places
have had to deal with manufacturing problems. Auto sector’s job losses are also
relatively small share of overall state jobs.

We perform worse in manufacturing than our peer GL states—and again, they have
similar settlement history, weather, manufacturing history. Simple explanations are
not good.
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Within Ohio trends.

% A key feature is proximity to the core
of one of Ohio’s largest 5 cities or its
many urban areas.

=Commuting patterns show this pattern.
=Growth does not respect county borders

=If urban Ohio was more prosperous, this
would spread to rural Ohio.
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% Population Growth by five mile increments from
Ohio's five largest cities, 2000-2005
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This shows why rural growth is linked to urban growth.

Explain growth relative to the distance from the core of Columbus, Cincy, Cleveland,
Dayton, and Toledo.

Growth is negative within 5 miles of the core of these cities.

Accelerates to rapid growth sprawl at about 10-15 miles from core, then falls rapidly
and growth is even negative after 50 miles from the core.

Thus, while rural Ohio is doing better, remote rural Ohio is struggling.

Mark Partridge
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Rural-Urban Commuting by Cepsus Tract, 2000

Primary Commuter Flow by Census Tract

- Commuting w/in large urban area
- Commuting w/in smaller urban area
[ High commuting to large urban area
D High commuting to smaller urban area
Low commuting to urban area
Extremely low commuting - Rural
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This map further illustrates the rural-urban interdependence in terms of our
livelihood. We can’t separate rural from urban Ohio. Also, this overlooks all of the
commuting from urban area to urban area and rural area to rural area—that further
suggests linkages.

Notes
The above map shows commuter flows to any urban area

Definitions:

“High” commuting: More than 30% of the residents living in the census
tract commute to any urban area for work.

“Low” commuting: Less than 30% (more than 10%) of the residents
living in the census tract commute to any urban area for work.

“Extremely Low” commuting: Less than 10% of the residents living in
the census tract commute to any urban area for work.

Mark Partridge

12



Regional Ohio Patterns

% It is somewhat uniform across OH
® Faster along 1-71 corridor

% Slower to the NW & SE of the corridor.
% Appalachia is improving

OHIO
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Research at OSU suggests that growth greatly declines as counties are more
remote from urban areas with as few as 10,000 people, while there are additional
incremental distance penalties to reach the nearest metropolitan area (MA), and MA
of at least 250,000, 500,000, and 1.5 million people. See the Swank web page for
more details.
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Percentage Change in Total Employment in Ohio from 1991 to
2005
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Pink is job growth below the national average, whereas darker shades of green is
job growth above the national average.

*The Ohio story is well-known. Growth in the 3 C’s corridor and near exurban
Toledo. Weaker job growth on the Western and Eastern borders.

*Appalachian Ohio is showing some signs of growth. As someone new to Ohio,
Appalachia strikes me as a region poised for takeoff with its natural amenities (and
as it works through the final restructuring in its legacy of old economy industries).

*One trend is the rapid “exurban” growth around the 3 C’s: Warren, Medina, and
Delaware counties. But, there is hollowing out or slower growth in the cores:
Hamilton, Cuyahoga, and Franklin counties.

*Rural Ohio has few “remote” areas like the Great Plains, which is good in terms of
growth, but it is currently being pulled down by the very weak state performance,
especially in urban Ohio.
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1969 and 2005 Geographical Distribution of Total Jobs
in Metropolitan and Nonmetropolitan Ohio
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Share of Ohio’s jobs by urban size.
Job Growth shifting out of Northern Ohio to especially Columbus and Cincy.

Medium sized MSAs, >400,000 to 1million are also losing share (4 of 5 are in
Northern Ohio—Dayton the exception.

Small MAs are also faring poorly

But non-metro OH is holding its own despite challenging circumstances in urban
OH, agriculture, and manufacturing.
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Growth by Local classification

® Industry composition is mostly related to

Vv SEREEEORS 5 O MREES

core city, suburb, exurb, and rural
classification

=Not whether located in unincorporated

township, village, or city.
= For those who download this presentation, a documenting
table is in the appendix.

=Can’t separate rural-urban Ohio for economic
development, environment, transportation, and

therefore governance.
OHIO
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Again, even looking at our governance arrangements, economic opportunities are
more linked to rural-urban relationships.
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Goevernance and competitiveness:
OH can't compete if it is out of dale

% Good governance promoies weaiih
creation and reduces risk premium for
business.

= Better governance to compete in 215t
Century

% OH’s governance facilitates low-density

settlement.

=not leveraging agglomeration econ
=causing sprawl and higher cost gov’t

=0H state and local tax burden is 5
highest in the U.S. e

OARDC
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Lessons

Larry Long of Ohio County Commish Association says that if we were a business
with our out-dated practices, we would be bankrupt.

Source of Tax Burden: “Democrats and the AMT.” WSJ, April 14-15, p. A8.
VT, ME, NY, Rl are higher,

Then OH at 12.4%

Then HI, W1, CT, NE, NJ, MN, CA, AR, MI, KS.

| believe the one of the biggest causes is OH’s local governance is fragmented and
the ‘bizarre’ local tax structure that forces neighboring communities to compete for
jobs.

Mark Partridge 17
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Governance and competitiveness:
contimued

% Ohio has significant amount of
government—following Larry Long:

=Gov’'t borders and duties were defined 100+
years ago for a different era of econ.
develop., & transport.
- Last week, | was in Baton Rouge, would | still use

a horse to go there because horses were used
100 years ago?

= Need to rethink how county and local gov’t is

IO P |

administered.

= Alternative forms of County Gov’t: e.g., Summi R

County
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What can create jobs and opportunity?
% A. A high quality of life with efficiently
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;' ided prwate and public services

% B. When the local foundation is right,
opportunities come to you. You don’t need to
out-think the market!

@ C. Planning should be bo t assets and what
is feasible: does a clu r ake sense?
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What can create jobs and
opportunity?—cont.

= & _ & __

cooperation
- Build critical mass

% E. Don’t do: tax poaching undercuts
other businesses with higher taxes
and/or reduces QOL from a weakened
tax base.
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Regionalism Builds Critical Mass

+ Regions provide (say 50 miles in radius):
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=Critical mass to support private development

- E.g., agro-tourism needs a region to have a
marketable product.

=Economies of scale in econ. dev and providing
high-quality low-cost gov’t services
=Strengthens a region’s voice to influence
Columbus and Washington.
+ Example: Grassroots Greater Dayton

* Trying to form Miami Valley Metro Commission
for planning, land use, housing, and
infrastructure

« Out-of-the-box thinking! SIAIE
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*For example, funding gov'’t services is often more cost effective in large regions.

*One small community cannot develop a tourism strategy, but an entire region can
develop a program.

*A small town cannot provide transportation and road network, but a regional
approach with effective regional taxation tools can provide this service.

*Communities need expertise in defining their regions. Regions are functions of
many factors including commuting behavior.

*Agriculture in Ohio would be better served if more regional approaches stopped
chopping up farmland and created non-farm job opportunities, whereas more
efficiency in providing gov’t services would reduce business tax burden.

*For details of Grassroots Greater Dayton, see
http://grassrootsdayton.com/node/47--they may not be perfect, but it is a pro-active
innovative approach.

Mark Partridge 21



Policy Suggestions & Opportunities

% The empioyment tax shouid be reformed
= Supports stealing jobs rather than wealth creation.

= In rural areas, this hurts agriculture because farms can’t
move for tax breaks.

Improve workforce and education
Agriculture is best suited in at least 30 yrs to be
an engine of growth in certain parts of OH.
% Falling value of $ implies some manufacturing
opportunities.

=0H’s manufacturers have proven to be resilient
% Revitalize the state’s cities as a way to help
rural—interdependence is key.

@ @
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Workforce training improves the productivity of firms and good schools attracts
people for quality of life. Schools are a great long-term economic development
strategy.

Mark Partridge



Conclusion
% Rurai OH is very diverse and
increasingly linked to urban Ohio.

® OH lags the U.S. in growth, but rural
OH faring better.

% Development needs to focus on getting
the foundation right, not chasing next
boom or the next fad.

% Key opportunities exist
% OH should to streamline local gov’tomm
SIAIE
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Rural communities need to get there basic foundation correct and jobs will follow.
This is everything from efficient gov’t to quality schools, healthcare, and
environment. Not chase after the current new fad industry. This is wishful thinking
and not sustainable economic development.
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Thank you

Presentation will be posted at The Ohio
State University; AED Economics;

Swank Program:

http://aede.osu.edu/programs/Swank/

(under presentations)
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Metro Status by County
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Growth and Change

Diving into the micro-data
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t Distribution by Location

Cities and Village Townships

Core  Suburbs Exurbs  Rural  Suburbs Exurbs  Rural

Constraction 52% 58% 4.9%

Manafactaring 17.7% 250%  291%

Wholesale 4.0% 3.1% 2.5%

Retail 121%  121% 11.7%

Trans /Warshonse 4 3% 3 8% 40t 3 3%

Utilities 0 8%% 0 7% 0 8%% 0 8%%

Arts, B L Rec and A I 9 3% 7 5% 809 7 9%

FIRE, Professional, Management, Sapport

Services 16 7% 18 7% 12.3% 10.3% 18.9% 11 1% Q204
Education, Health and Government 25 7% 240% 2335%  239% 229%  208%
Agncultnre and Minng 02% 02% 09% 13% (0 4% 4 3%
Other 47% 4 5% 44% 43% 4 5% 44%

Total Workers ~ 100.0% 100.0% 100.0% 100.0% 100.0%  100.0%
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