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Outline: Why are we here?

1. My presentation is aimed to inform a better
conversation about policy and strategic planning.

2. Need to understand why places prosper if we want
to help them prosper
+ Distinguishing landscape vs what the people are doing

* Hundreds of North American regions centered on one or
more urban areas of at least 10,000—smaller than that
implies a lack of critical mass.

+ The regions are competing across the world whether they
know it or not. If a region is not profitable for business
and/or offers a low quality of life, it loses!
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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 talk  ing
about how to increase community’s odds of having a
sustainable future. The way | would look at my advi  ce
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.



Motivation Continued

To lllustrate these points, my outline is:
+  What are trends in the size of the American agri-
food and farm economy?
+ | will stress great agri-productivity growth and success.
«  What is happening in broader rural America?

« Growing Rural-Urban interdependence and the

need for 215t Century regional governance
arrangements

How does the prosperous farm economy trickle down to the broader rural economy.



The U.S. Farm Economy

* The overriding theme is recent success
— Fewer farmers growing amazing amounts of food.
* Feeding the world at a much lower price.
— Fewer farms due to consolidation

— Fewer farm workers and fewer related agri-
business workers (related to productivity growth)
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"Farm output per unit of total factor input (total factor productivity), available through 2004,

2The break in the productivity line reflects the introduction of new methodology beginning with the 1948 estimate. The new methods had
minor impacts on the estimates. For more information, see Ahearn et al. (1998, pp. 15-21).

Source: USDA, Economic Research Service, compiled from National Agricultural Statistics Service annual estimates of the number of
farms from the June Agricultural Survey and from ERS estimates of farm productivity. ERS productivity indices prior to 1948 came from
Johnson (1990).

Source, Sources and Levels of Operator Household Income, Structure and
Finances of U.S. Farms: Family Farm Report, 2007 Edition / EIB-24, p.5, available
at: http://'www.ers.usda.gov/publications/eib24/eib24b.pdf



Source, Sources and Levels of Operator Household Income, Structure and
Finances of U.S. Farms: Family Farm Report, 2007 Edition / EIB-24, p.4, available
at: http://'www.ers.usda.gov/publications/eib24/eib24b.pdf



| will follow the long-held convention that nonmetropolitan defines rural. In the U.S.,
metro implies a city core of at least 50,000 residents.



Source: USDA, ERS, United States Farm and Farm-Related Employment, 200 2,
Available at

http://www.ers.usda.gov/Data/FarmandRelatedEmployme  nt/ViewData.asp?Ge
oAreaPick=STAUS_United+States&YearPick=2002 (downloaded on Feb. 20,
2008)



Source: USDA, ERS, United States Farm and Farm-Related Employment, 200 2,
Available at

http://www.ers.usda.gov/Data/FarmandRelatedEmployme  nt/ViewData.asp?Ge
oAreaPick=STAUS_United+States&YearPick=2002 (downloaded on Feb. 20,
2008)



Source: USDA, ERS, United States Farm and Farm-Related Employment, 200
Available at

2:

http://www.ers.usda.gov/Data/FarmandRelatedEmployme nt/ViewData.asp?Ge

oAreaPick=STAUS United+States&YearPick=2002  (downloaded on Feb. 20,
2008)
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To illustrate the change in rural America, note that roughly all of Rural America
outside of the Northeast and the West Coast was farm dependent in 1950.

That “rural” economy was very influenced by global events such as the boom in
commodity prices surrounding WW Il and the Korean War.

Sources for this analysis are U.S. Dept. of Agriculture, Economic Research Service,
2007 Farm Bill Theme Papers, Rural Development July 2006.
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«In terms of rural development, it is the green counties that would mostly benefit
from expanded farming employment. Other rural counties are much more tied to
nearby urban areas in an interdependent relationship.

*By 2000, farm dependent counties were mostly limited to the Great Plains. Other
remote rural counties that have often struggled include natural resource dependent
counties—usually in mining or forestry.

*The rapid increases in productivity in farming and natural resources have put these
regions at a disadvantage in terms of employment opportunities (e.g., we need
fewer farmers to produce the same amount of food as we did in the 1940s). Farm
productivity is good for feeding the world, but has put many rural communities under
stress.

*Another problem is the tremendous changes in rural America have gone mostly
unrecognized in key circles. Policies are often designed with the 1950 vision of rural
America, not the current much more diverse version.

eSources for this analysis are U.S. Dept. of Agriculture, Economic Research
Service, 2007 Farm Bill Theme Papers, Rural Development July 2006.
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-Sources: 1) U.S. Census Bureau; Census 2000, Summa ry File 3; generated

using American Fact Finder; <http://factfinder.cens
“Trends in U. S. Agriculture.”
[http://www.usda.gov/agency/nass/pubs/trends/farmpo

- Thanks to Maureen Kilkenny for the idea about the |
but the people are doing many things.

us.gov>; 2) USDA -NASS.

pulation.htm]
andscape still agriculture
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Rural America is very diverse
6.5% work in primary-sector farming, compared to 1/3 in 1950
About ¥4 of earnings are from manufacturing

Sources for this analysis are U.S. Dept. of Agriculture, Economic Research Service,
2007 Farm Bill Theme Papers, Rural Development July 2006. Other sources include
Partridge et al. (2006) “Employment Growth in the American Urban Hierarchy: Long
Live Distance.” and Partridge et al. (2006), “Does the New Economic Geography
Explain U.S. Core-Periphery Population Dynamics?” available at
http://aede.osu.edu/programs/Swank/ and The Geography of American Poverty: Is
there a Role for Place-Based Policies?, by Mark Partridge and Dan S. Rickman,
W.E. Upjohn Institute for Employment Research, Kalamazoo, Ml, 2006.
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Farm policy and energy sector policy is important for U.S. national competitiveness
and security, but it is not the same as rural policy. Rural policy relates to workforce,
infrastructure, taxes and regulations, and quality of life.
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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 employment in 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 percent of these are in counties with declining population.
(In economic development, weigh the opportunity cost of the subsidy vs. other
things 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.

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.org/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

In recent years, lowa, like many midwestern states, has experienced a boom in 16



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 period where bio-fuels rage was going quite strong. 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.
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Amenity driven growth is very powerful. For perspective, | picked places that we
have heard of though not rural. Also to avoid the small base problem of a county of
100 people that added 100 people doubled in population—who cares.

Between 2001-06, metropolitan Calgary grew 13.4%; b  ut metro Las Vegas
grew 22% to almost 1.8million; metro Phoenix grew 1~ 9.3% during the period
to over 4 million people. But LV and Phoenix have b  een doing this for
decades.

Regarding metro adjacent settings, metropolitan Woo d Buffalo (Ft McMurray)
2001-06 grew 23.6%/ exurban Delaware County outside  of Columbus, in slow
growing Ohio grew 31.4% during the period to nearly 157,000 people

Sources: Statistics Canada, www.statscan.ca, U.S. C  ensus Bureau,
WWW.CENSUS.goV
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Shows rural America is faring well and attracting more net domestic migrants from
urban areas. Urban American only grows faster due to immigration.

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).
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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).

Farming counties still had negative net migration even after good year in 2005-06.
Productivity growth in farming is a powerful force.

Diverse service oriented economies fared best.
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Human capital and the knowledge economy trumps alternative forms of growth.

“One job function that is increasingly important in the knowledge economy is
creative thinking—combining knowledge and ideas in novel ways to solve problems
or create new opportunities. Occupations that typically require high levels of
creativity include engineers, scientists, designers, artists, and business managers.
Highly creative occupations are found predominantly in metropolitan areas, but
some nonmetro counties also contain a relatively high proportion of these
occupations.” Source: Rural America at a Glance.

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).
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Engines of Growth are defined as MAs > 500,000 population, 2003 definition.
Population change over the 1990-2000 period using U.S. Census Data.

100km and 200km rings. 100kms is one hour commuting distance.

Great Plains really show the 3 Americas due to its dispersed population settlements.

Also the catalyst for much of Congressional discussion on rural policy.

Growth is heavily concentrated in these rings around engines of growth. Growth
also occurs in mountains, Black Hills, Ozarks—High Amenity growth!

Some “small” engines of growth are Fargo-Moorhead, Bismarck, Sioux Falls/Sioux
City, and the 180 corridor across Nebraska.
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Other countries are finding their version of improvements, Canada should find its
own way to make improvements.

Indiana Commission on Government Reform: Streamlining Local Government:
We ve got to stop governing like this . December 2007. Available at
http://indianalocalgovreform.iu.edu/assets/docs/Report_12-10-07.pdf
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*At least if we are worried about long-term sustainability of communities,
cooperation seems better than going it alone and seeing the community die (or
unnecessarily struggle).

*But, regional cooperation needs to be properly planned and needs to be proactive
enough to be successful.

*These are several reasons that argue for a regional approach and they should be
considered when forming regions of common interests.
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Darker shades of red is population growth. Darker Shades of blue is population loss.
Note that the patterns extend across borders in the West, Great Plains, and Atlantic
Canada/New England.
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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. To that end, 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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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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This is the share of a community’s (CCS) workforce that commutes into the
Winnipeg CMA in 2001. 50km, 100km and 150km rings around Winnipeg. This
differs from Stats Canada’s definition of CMA because they usually only consider
commuting into the urban core, while we are considering the entire CMA where the
city’s outlying businesses also affect regional linkages. This better reflects the rural-
urban interdependence and the influence of the city rather than limiting it to the city
core.

Red is 75% of the community’s labour force commutes to the Winnipeg CMA, Light
red is 50 to 75% commute to the Winnipeg CMA, and so on to light green where 1
to 5% commute to the Winnipeg CMA.

Note that Winnipeg's influence extends for 100kms i n terms of
commuting rates of 5-25% for the local labor force.

Source: Statistics Canada and Canada Rural Economy Research Lab (CRERL)
Mapping the Rural Urban Interface Project. http://www.crerl.usask.ca/infra.php
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