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Outline: For Rural Ohio is
Ethamol an Economic Savoir?

< | focus on economic development—not on
whether ethanol is good energy policy,
agriculture policy, or environmental policy.

= Ethanol trends will likely increase profits of corn
farmers and ethanol preducers—not my focus.

- My focus is overall rural development.
=Fthanol may be weak on the development side
but could fulfill other policy goals.
=1 will stress corn-based ethanol—not the next-
next generation of cellulosic ethanol
= Hard to forecast when and hew the new technology

will take shape. OHIO
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< 1. OQutline of rural trends in U.S. and Ohio.

% 2. Is corn based ethanol a magic bullet?
=Very brief overview of industry trends.
=Some impact assessments vs actual impacts.

% 3. Implications for community

development.

=Wishful thinking is not a realistic dev. Strategy
= Should not be fad driven: clusters, manufacturing....

=Moral: community develop. is hard work
=No magic bullets.
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Rural America and Rural Ohio

¢ Rural America is too diverse to simply
characterize

< Three rural Americas

= Amenity/recreation/retirement communities
= Metropolitan adjacent—facing growth pressure
= Commuting and urban markets
= Rural remote
= 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 the stereotype of a struggling region.
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=About 41 of earnings are from

manufacturing
=In nonmetro Ohio, about 20% of total jobs
are in manufacturing. P
SIATE
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o] follow the convention of defining Rural America as outside of metropolitan areas or urban centers of 50,000+
nearby counties with tight commuting links.

*Rural America is very diverse. Not just agriculture and natural resource primary sector. | would argue that
manufacturing based strategies are too narrow.

*Agriculture’s influence is dispersed in rural and urban America. Food processing, distribution, wholesale, input
manufacturing and R&D are concentrated in urban America, while agriculture has important international trade
and competitiveness implications.

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, M, 2006.

Ohio employment are for 2004 and are derived from the U.S. Bureau of Economic Analysis data.
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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 commaodity prices surrounding
WW Il and the Korean War.
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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.
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*Rural America is often unfairly characterized as in persistent decline. This is not accurate.

*The best indicator of a region’s vitality is net migration—or people vote with their feet. If more people are
moving in than moving out, something must be good about the region, which could reflect a combination of
quality of life and economic activity.

*On this score, rural America does well and the stereotype is misleading.
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Rural population loss in Great Plains and S. Manufacturing dependent regions that are struggling with global
competition. Rural population gains are centered in mountains and metropolitan adjacent.
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*Pink is population loss, darker shades of green is population gain. Yellow highlights the 5 metropolitan areas
for Cincinnati, Cleveland, Columbus, Dayton, and Toledo. Major interstates are in light yellow. [Thanks to Jill
Clark of AEDE, who produced the map. She calculated growth from April 1, 2000 to July 1, 2005]

*The Ohio story is well-known. Growth in the 3 C’s corridor and near exurban Toledo. Weaker population
change 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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Ohio’s growth is especially lagging in smaller/medium sized MAs in Ohio.
Large metro areas are also lagging with only Columbus being near the national norm.

Ohio’s smaller Micropolitan areas—cities 10,000-50,000 people and counties with tight commuting links are
somewhat lagging the nation.

Core rural Ohio is actually exceeding the national average—despite headwinds of weak urban Ohio economic
growth.

Definitions:
U.S. equiv change is defined for comparison.
3 Largest metropolitan areas are Cincinnati, Cleveland, and Columbus—more than 1million population in 2000

5 Medium metropolitan areas are Akron, Canton, Dayton, Toledo, and Youngstown-Warren—2000 population
between 400,000-1 million.

8 Small metropolitan areas are Huntington-Ashland, Lima, Mansfield, Parkersburg-Marietta, Sandusky,
Springfield, Weirton-Steubenville, and Wheeling—less than a population of 400,000 in 2000.
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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.
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Sources:
Fialka, John. “Ethanol Bandwagon Picks Up Speed.” Wall Street Journal. January 10, 2007, p. A2.
Wessel, David. “On Energy and Ethanol Politics.” Wall Street Journal. February 1, 2007, p. A3.
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A multiplier of 2 suggests that if a project will employ 100 people, total employment will rise by 200 (=2 x 100).
The 257 jobs are at the plants themselves.

Sources:
Anonymous. “Ethanol Even in Texas.” Economist, January 6, 2007, pp. 26-28.

Gruley, Bryan. “Rural Renewal: Energy Boom Lifts Small Town Hopes on Northern Plains.” Wall Street Journal.

December 1, 2006, p. Al and p. Al1l.
McKay, Betsy. “How Corn’s Rally Ripples Out.” Wall Street Journal. January 18, 2007, p. A10.

Pierce, V., Horner, J. and Milhollin, R. Employment and Economic Benefits of Ethanol Production in Missouri.
University of Missouri Extension, January 26, 2006.

Institute of Agriculture and Trade Policy. “Minnesota ethanol report pegs total employment impact above
10,000.” Ag Observatory. January 26, 2007.
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Ethanol will make livestock and certain food producers more costly—e.g., colas or cereal. This offsets the other
gains.
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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.

*Gov't funding to encourage larger regions to form--as well as for communities to identify their regions--would
be useful policy initiatives.

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.
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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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*Pink is population loss, darker shades of green is population gain. Yellow highlights the metropolitan areas for
Cincinnati, Cleveland, Columbus, Dayton, and Toledo. Blue highlights the smaller metropolitan areas. Major

interstates are in light yellow. [Thanks to Jill Clark of AEDE, who produced the map. She used April 1, 2006
growth to July 1, 2005 growth.]
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