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When transportation costs were the dominant economic force determining suc-
cess or failure, Ohio made historic investments in canals and rail to lower trans-
portation costs and quickly pivoted from agriculture to manufacturing. Ohio rose
to the 3rd most populous state in the nation with the first inland boomtowns.
Ohio struggled to manage its sudden growth and quality of life in cities began to
decline. Public health continues to be an issue for Ohio today. Every metric of
success suggests Ohio continues to fall behind.

As transportation costs continued their dramatic decline, industry dispersed from
Ohio to the south and eventually around the globe. Both trade and increasing
productivity in manufacturing through automation have left Ohio failing to keep
pace with the rest of the nation as it has failed to diversify its economy.

Job growth increasingly goes to non-footloose jobs (not to footloose export sector
jobs) that produce local goods and services, such as health care, education, rec-
reation — goods and services that improve quality of life. Ohio has failed to make
meaningful improvements in the amenities that increase quality of life. Quality of
life (not the quality of the business environment) is increasingly associated with
employment and population growth attracting high-skill workers.

Educational attainment may now be the single most important predictor of eco-
nomic success. Only the most educated workers have experienced net job growth
and real wage growth. The dominant economic force in the U.S. economy is a
skilled workforce. Highly educated workers are more productive, more innova-
tive, and better able to adapt to the changing economic headwinds. Ohio cannot
succeed without a highly skilled, well-educated workforce.

Ohio should focus on developing a skilled workforce by investing in education
from early childhood education through higher education instead of focusing

on ineffective sector-based economic development incentives designed to at-
tract large manufacturing plants. To keep this skilled workforce (and attract new
educated workers), Ohio must focus more on developing its comparative advan-
tage in the amenities that enhance quality of life through local small businesses,
increasing industry diversity, while lowering the tax burden on households.
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he location and structure of America’s first major cities were largely determined

by transportation costs. In 1802, when Ohio became a state, prohibitively high shipping costs
generally limited economic activity, trade, and — therefore — population growth west of the Appala-
chian Mountains. Despite the geographic realities of Ohio, which was separated from easy trading
partners to the east (due to the Appalachians), north (because of Lake Erie), and south (because of the
Ohio River), this inland state became the 3rd most populous state in the nation by 1840.

The Appalachian Mountains were essentially an insurmountable obstacle for Ohio at the
time of its founding, but its rivers were not. Ohio found a way to use its rivers and Great Lake to its
advantage with the help of Robert Fulton’s steamboat. While Fulton was not the first to invent the
steam-powered boat, he was the first to make steamboats both useful and profitable, as highlighted by
his 1807 journey from New York to Albany along the Hudson River. Fulton’s steamboat lowered ship-
ping costs associated with transporting goods and people along suitable waterways.! Just four years
later, in 1811, Cincinnati was not only manufacturing steamboats but also sailing them from Ohio to
New Orleans, opening Ohio to trade with the South. Cincinnati became the first inland boomtown and
the Sth most populous city in the nation by 1860, and Ohio connected the nation from the South to
the North, linking the supply of goods to demand from customers across the young nation. All of the
nation’s largest cities at the time were located on a significant waterway.

Understanding the importance of waterways to the success of the state, Ohio built the Miami
Canal in 1827, which connected the Ohio and Miami Rivers. This route passed through Dayton and
was later expanded to connect to Lake Erie, becoming the Miami-Erie Canal. Ohio capitalized on
the Erie Canal, which connected New York City to the inland resources of the Great Lakes region by
1825, by building the Ohio- Erie Canal. Finished in 1827, the Ohio-Erie Canal connected the city of
Akron to the Cuyahoga River near Cleveland and the shores of Lake Erie.

Before the canals were built, it cost The Ohio and Erie Canal
about 27.5 cents per ton-mile to ship goods;
after the canals, the cost went down to about
1.6 cents per ton-mile. Both the canal ways
and the steamboat lowered freight costs
roughly 95 percent and transit times by about
90 percent, making it feasible and profitable
to transport agricultural goods from Ohio
across the nation.? In total, the Ohio legis-
lature invested about $41 million (roughly
$1.06 Billion in a modern equivalent) to build
both the Miami-Erie Canal and the Ohio-Erie
Canal, nearly bankrupting the state.’ But the
investment paid off. The efficient connectivity
of markets, lowered cost of doing business,
and increased returns to existing and expand-
ing businesses sustained Ohio’s economic
growth for a time and allowed it to make an
early move toward industrialization.
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Ohio’s first steps into industrialization built on its existing comparative advantages in both
transportation and agricultural production. For example, Dayton established a plant processing to-
bacco grown in Southern Ohio. With oats being the third most commonly grown crop at the time,
oat mills — including what would become Quaker Oats — popped up all around the state. Cincinnati
established itself as a pork processing hub, and textile factories across the state used wool from Ohio
sheep.* Ohio further capitalized on its natural resources producing iron, steel, and coal providing
industry with an abundant, inexpensive energy source that fueled the industrial revolution. Fairly early
in the industrialization process, Ohio expanded and diversified its industries, moving away from a
dependence on agriculture at the same time that land was becoming more scarce.

Quaker Oats Company, Akron

Source: Ohio History Central

Ohio’s early settlement patterns also created an opening for manufacturing in the late 19th and
20th centuries. Settlements by land grant were offered to Revolutionary War veterans who received
lots of 40 to 300 acres, roughly sufficient for a single-family farm given the technology of the late
18th century. By the middle of the 19th century, these farms were too small to support the expand-
ing population of the region, and Ohio’s farms teemed with a growing population. At the same time,
education, particularly in civics and the sciences, was more widely available throughout the Midwest
through township schools,’ meaning that, at the start of the American Industrial Revolution, Ohio
possessed not only an expanded transportation network, but abundant human capital. This provided a
ready workforce, capable of adapting to a wide variety of production processes and with the technical
skills required in manufacturing.

Indeed, the rapid growth of industrialization soon outstripped the available population. The
higher standard of living found in industrial Ohio attracted many people from across the nation, in-
cluding immigrants. At $1.53 for a day of labor, Ohio offered the highest average wages in the nation
in 1854°(Ohio now ranks 26th in terms of highest average wages’). Consequently, Ohio experienced
a dramatic shift toward urbanization as people flocked to its cities. Rail lines in the state were initially
built primarily for transporting people. The first electric public railway was built in Cleveland in 1884,
and streetcars rapidly replaced horsecars as the preferred mode of travel in cities around the country.
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The Ohio Loan Law, initially designed to build
additional canals, ended up granting more funds
toward building railroads in Ohio, which had faster
transit times than the canals and further lowered
transportation costs.® Eventually, rail replaced

the canals while maintaining both the connection
between Ohio’s markets and the nation and Ohio’s
status as one of the prime movers of goods.

Ohio remained the 3rd most populous state
in the nation from about 1840 to 1880. Ultimately,
however, Ohio struggled to adjust to its rapid rise
or adapt to changing economic forces. By 1890,
Chicago’s rise led Illinois to surpass Ohio, bump-
ing Ohio down to 4th place. As transportation costs
continued their dramatic decline, so did its impor-

tance in the location decision of businesses bringing

other factors to the forefront of the location decision

for both firms and families. The competitive advantage in transportation that Ohio exploited earlier in
the century essentially disappeared, and the state has been slow to adapt to the changing global eco-
nomic landscape since. Between 1950 and 2000, Ohio fell another 3 places, landing at its current 7th
place position. In 20 years, Ohio is expected to fall another two spots, leaving it the 9th most populous

state by 2040.

Figure 1: Once the 3rd most populous state in the nation, Ohio will likely fall to 9th in the next

20 years

Source: Census, BEA

“The competitive advantage
in transportation that Ohio
exploited earlier in the cen-
tury essentially disappeared,
and the state has been slow
to adapt to the changing
global economic landscape
since.”
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he agglomeration of people into Ohio’s cities offered tremendous advantages, but

it was not without its disadvantages. As the congestion effects of people accumulated in Ohio’s
boomtowns, the state struggled to maintain services and keep up with the immense growth that oc-
curred after the canals were built.’

Many cities in the state, as around the country, lacked paved roads and sewer systems, leading
to Cholera outbreaks. The largest cholera outbreak in Ohio took the lives of approximately 8,000 peo-
ple in Cincinnati, and the disease clearly diminished the standard of living in Ohio’s cities. The inabil-
ity to effectively address the water issues in the state ultimately affected its growth. In comparison,
Chicago’s enormously difficult and successful public health project to address Cholera helped Illinois
continue to grow after Ohio’s growth began to stagnate. After a severe Cholera outbreak that killed
6% of Chicago’s population in 1854, Chicago set out to accomplish arguably the most ambitious pub-
lic health project in history, led by Ellis Chesbrough. The entire city of Chicago was physically raised
on jackscrews to make way for a citywide sewer system. Chicago’s chief advocate for public health,
Dr. John Rauch, M.D., helped establish the Chicago Board of health as well as a plan for Chicago’s
park system, including the creation of Lincoln Park. Today, the neighborhood near Lincoln Park is one
of the most desirable (and expensive) places to live in Chicago. Urban green space, like Lincoln Park,
is not only a highly desirable amenity that attracts residents but it also promotes physical activity and
public health."” Healthier workers are also more productive, promoting economic growth."" By 1880,
Chicago earned a name for itself as the nation’s leader in public health.'? By removing the most sig-
nificant congestion effects associated with the agglomeration of people in cities of the time, Chicago’s
investments in its sewer system and public health made possible its nearly unlimited growth potential.
By 1890, Chicago’s growth alone pushed the state of Illinois past Ohio to become the 3rd most popu-
lous state in the nation.

Ohio’s cities have since made dramatic improvements investing in their public health infra-
structure and in those regards are nearly unrecognizable from the cities they were in the late 1800s
and early 1900s (the banks of the Scioto River in Columbus bear little resemblance to what was once
there). Still, Ohio has fallen behind other states in developing its waterfront urban greenspace and in
public health. Ohio now ranks 42nd in total acres of state and federal parks per capita'’ and 38th in
public health (incorporating 35 various measures of public health)."

The banks of the Scioto River in Columbus then and now

Source: Ohio History Central, Wikimedia
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From sewer systems to police, the lack of public services helped pave the way for corruption
in Ohio’s cities. Unelected “city bosses” filled this void by having streets cleaned and enforcing some
laws themselves, but they also relied on blackmail and bribery schemes, and corruption ran rampant.'
City bosses, such as George Cox in Cincinnati, maintained their corrupt power until city government
and city services improved in the 1900s when it became more common to hire city managers with
formal training and education in city operations and planning. However, Ohio still has higher than
average corruption levels. Ohio is the 7th most corrupt state in the nation (public corruption convic-
tions per 100,000 residents between 1976-2018). This data does not yet account for the approximately
$61 million alleged bribery scheme surrounding Ohio House Bill 6 and (now former) House Majority
Leader Larry Householder, the largest in Ohio history.' Every one standard deviation increase in pub-
lic corruption convictions per capita reduces growth in real Gross State Product per worker by about
two-thirds of a standard deviation,!” meaning that corruption is not just a moral or social problem, but
also an economic one.

Although corruption also followed Chicago’s rise in economic importance, it remains the 3rd
most populous city in the nation today. This is in large part due to Chicago’s attention to public health,
which allowed the city to grow as it established itself as the nation’s first railroad hub. With more lines
of track than any other city, Chicago essentially connected the U.S. from the Pacific Coast in Califor-
nia to the Eastern Seaboard in New York. The first intercontinental railroad also opened the floodgates
to westward migration to California and the sunbelt. As other modes of passenger travel have replaced
rail, Chicago has maintained its 3rd place rank, in part, by establishing itself as a hub for air travel.

As transportation costs have continued to fall and telecommunications technology has prolifer-
ated, the original economic forces that created the first cities in the U.S. have essentially been elimi-
nated. Some claimed this dynamic would herald the death of cities, but business travel has increased
over time as face-to-face meetings have become more important in an increasingly high-tech world.!
While COVID-19 has undoubtedly reversed this trend in the short term, the preference for virtual
meetings over face-to-face ones will likely only be as long-lived as the virus itself. The presence of
airport hubs and higher levels of passenger air travel increase high-tech employment as well as service
sector employment in a city.' In fact, every 10% increase in passenger travel is associated with a 1%
increase in service-related industry employment.” Airline passenger activity is now a powerful predic-
tor of population and employment growth.?! Chicago’s ability to shift with the economic turns taking
advantage of transportation innovations has buoyed growth in the city and state, whereas growth in
Ohio has slowed dramatically over time. Chicago is one of the top three cities for airport passenger
travel (the other two are Atlanta and Los Angeles); for comparison, Cleveland is the highest-ranking
airport city in Ohio, ranked 45th, and Columbus ranked 50th in 2019.%

As manufacturing employment grew nationwide, Ohio’s early move toward industrialization
helped Ohio maintain its rank as the 4th most populous state in the nation for 50 years, from about
1890 to 1940. During these 50 years, the population of the United States more than doubled with a
population growth rate of 109 percent. Even as Ohio held its 4th place spot, it was already underper-
forming the nation during this time. Between 1890 and 1940, Ohio’s population growth was much
slower than the national average, with a growth rate of only 88% percent. During that same period,
Texas’ population grew nearly three times larger and California’s population grew a staggering five
and a half times larger, and both were posed to knock Ohio further down in the population rank-
ings.
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ne way Texas and California were able to

increase their growth rates so quickly and dra-
matically stems from the composition of their economy.
While Ohio relied on its manufacturing industry to sustain
its growth (with manufacturing making up about 37% of “« . .
tot‘fl employment in 1950), bo%h Calif(%rn?a and Texas had A diverse economy is one
diversified economies; a diverse economy is one of the of the best predictors Of
best predictors of long run success.” Among other things, .
diverse economies reduce transportation cofts and fostegr long run success. Yet, Ohio
innovation. Large industrially diverse cities, like Houston ranks 45th in
and Dallas in Texas and Los Angeles and San Francisco in . . RNY)
California, essentially act as nurseries for new businesses industry diversity.
and new products. The dynamic economies in industrially
diverse cities are particularly important for fast-changing
high-tech sectors — California is now a leader in the high-
tech sector with the epicenter in Silicon Valley.* It also
requires a culture of entrepreneurial risk taking.

Natural resources also sparked growth in California and Texas via the Gold Rush and Oil
Boom, respectively. Not only are gold and oil considerably more valuable than the abundant coal
found in Ohio, but both California and Texas were quick to diversify their economy rather than relying
solely on these natural resources. Before the rail lines were established, California’s relative isolation
required it to develop a large number of industries within close proximity, from agriculture to man-
ufacturing (manufacturing made up only 19% of total employment in California in 1950). Similarly,
despite the significance of the oil industry (about 16% of employment in 1950), Texas also established
a robust manufacturing industry (which comprised less than 14% of employment in 1950), as well as a
banking and insurance industry in Dallas. By quickly diversifying its economic base, Texas and Cali-
fornia were able to side step many of the pitfalls associated with the “natural resource curse” that tends
to befall most localities that experience natural resource booms. Without diversifying a state’s eco-
nomic base, natural resource abundance has been shown to increase corruption and decrease invest-
ment, schooling, and R&D expenditure thereby stunting economic growth.” In 2012, Ohio began a
new natural resource boom in response to innovations in natural gas drilling, namely hydraulic fractur-
ing and horizontal drilling. Though initial economic expectations were high, the boom in oil and gas
drilling has failed to result in the number of jobs that were initially forecast.?® This is due in large part
because the oil and gas drilling today as compared to a century ago is far more capital intensive (than
labor intensive) and comprises just a small fraction of total employment.?’” Additionally, concerns over
the natural resource curse in Ohio and the long run economic impact of relying on natural resource
extraction persist as industry diversity declines and comparatively low taxes on natural gas extraction
(significantly lower severance taxes than Texas, for example) limit the ability of drilling counties to
counteract the mechanisms that cause the natural resource curse.

Every single standard deviation increase in industry diversity is associated with an increase of
about 10% of a standard deviation in employment growth, making it hard to overstate the importance
of industry diversity.” In 1950, as both Texas and California surpassed Ohio in the ranking of most
populous state, Texas ranked 8th in industry diversity, California ranked 7th, and Ohio ranked 40th.*
In 2015, Ohio ranked 45th in industry diversity.*° Ohio has only fallen further behind, which should
come as no surprise due to Ohio’s overreliance on manufacturing and lack of industry diversity.
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Figure 2: Ohio Has Failed to Diversify Its Industries Beyond its Manufacturing History

Source: IPUMS ACS, 2018

Ohio’s inland cities (including Cincinnati, Dayton, Cleveland, Akron, and Toledo) that built
their existence on the transportation of goods across waterways and rail have all experienced popula-
tion declines for decades. This is true for similarly industrially positioned cities around the country, in
places like Buffalo, St. Louis, Detroit, and Pittsburgh. Even Chicago has seen population declines in
more recent years. Early transportation costs decline in the late 1800s allowed industry to disperse and
move westward into Ohio. As transportation costs continued their dramatic decline (Figure 3), how-
ever, goods-producing industries moved across the country and across the world, forcing Ohio and
similar places to find a new way to compete for jobs and for people.
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Figure 3: The Dramatic Decline in Transportation Costs has Led Industry to Disperse around
the World

Source: Historical Statistics of the U. S. (Transportation)
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he decline in Midwest manufacturing

employment was precipitated by the decline in “Trade. as well as automa-
transportation costs, which allowed manufacturing to . 7 .
move out of the Midwest and into Southern states. At the tion, will continue to cut
same time, the end of Jim Crow segregation in the south .
improved human capital, making a%aii%able an abun- employment op twns: Jor I?SS
dance of educated workers in the same way the township educated workers in Ohio
schools in Ohio readied our workforce a century earlier. and across the nation.”’
Other factors, such as air conditioning, and the intes-
tate highway system improved the productivity of labor
and capital in the south and southwest. This led to the
migration of significant manufacturing from the Mid-
west to the South after 1960. Throughout the 1980s and
90s, manufacturing employment moved yet again, leaving the U.S. and following lower labor costs
all around the globe. By and large, the low-skill production of goods is increasingly manufactured in
countries with abundant, low-cost labor, and then imported into the U.S., whereas the U.S. has spe-
cialized more in the production of goods requiring higher skills. Though the Midwest may benefit
from some onshoring as a result of COVID-19’s risk to global supply chains, any onshoring will like-
ly be temporary and is unlikely to be accompanied by significant employment growth. Factory pro-
duction may return, but new capital investment will almost certainly extend the automation trend. In
the long term, trade, as well as automation, will continue to cut employment options for less educated
workers in Ohio and across the nation.

Figure 4: The Risk of Losing Jobs to Offshoring is High in the Midwest Industrial Belt

Source: calculations using work by Blinder (2009)*!
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As the U.S. has added jobs in other industries, manufacturing’s share of nonfarm employment
has decreased from 38 percent of employment in 1943, to 22 percent in 1979, to less than 9 percent in
2019.>*The U.S. has increasingly improved its manufacturing productivity, just as it has increasingly
improved its agricultural productivity. The upside of increases in agricultural productivity is the ability
to produce far more agricultural output with fewer workers; the downside is the ability to produce far
more agricultural output with fewer workers. In 1850, 60 percent of U.S. workers were employed in
agriculture; by 2015, that percentage had plummeted to just over 4 percent.** In Ohio and throughout
the Midwest, manufacturing stepped in to create good-paying jobs as the share of agricultural jobs
decreased. In 2018, the annual average wage and salaries in Ohio’s manufacturing sector was nearly
$61,000, higher than the overall state average of just over $51,000.* The very thing that makes these
manufacturing jobs appealing, however, high wages, also creates an incentive for companies to invest
in automation in order to reduce labor costs. Ultimately, automation and other labor-saving advances
have allowed manufacturing in the state to go the way of agriculture; it’s more productive than ever
but employs much fewer workers.

Manufacturing employment in the U.S. has dropped 34 percent since its peak in 1979, while
at the same time industrial production increased a staggering 587 percent.* Automation will continue
to cut employment options for less educated workers over time; COVID-19 will only exacerbate the
problem by lowering borrowing rates for companies, allowing them to further invest in labor-saving
automation, and experimenting with lean workplaces as employees work remotely.

Figure 5: The Risk of Losing Jobs to Automation is High in the Rural Midwest

Source: Calculation using work by Frey and Osborne (2017)%

The share of employment that is captured by the manufacturing sector is one of the most con-
sistent predictors of slowing or negative growth from the 20th to the 21st centuries.’”” Ohio ranks 5th
in the largest share of manufacturing employment in the country.*® Furthermore, the focus on turning
around the manufacturing industry through subsidies and other incentives has prevented other indus-
tries from sprouting up. Policymakers often use economic incentives, such as subsidies and tax abate-
ments, to attract new manufacturing plants, specifically million-dollar facilities, but these facilities
have only a modest increase in new economic activity and do not generate any fiscal surplus.® In the
long run, this overemphasis on attracting one large firm or industry stifles the development and growth
of other businesses and industries, and the economic incentives typically offered to export-based
industries have a negative effect on overall start-ups and job growth.**#! This unintended consequence
on other industries and especially on small and new firms hinders growth. Even in lagging regions, the
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share of small firms and self-employment is associated with higher economic growth**#** Ohio ranks
47th in the share of employment coming from self-employment.*

Table 1: Of the Fastest Growing States Today, Ohio Ranks 31st

Source: Census, FRED, BEA
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As the dominant economic forces that
shape our world have evolved, Ohio largely
continues pursuing an economic development
strategy designed around the economic forces
from a century ago, one that tries to change the
prevailing economic winds instead of using
them to move forward. Ohio holds steadfast
to the hope that using economic development
subsidies and tax abatements to attract new,
large manufacturing plants will return Ohio to

its former place as a giant in the U.S. economy.

Instead, year after year, the winds of economic
change push Ohio further and further behind.

“Ohio ranks 31st in population growth,
37th in employment growth, 30th in the
growth of Gross StateProduct (GSP),
and 30th in growth in average annual
pay.»

The idled General Motors plant in Lordstown, OH

Source: Picture from Ross Mantle at The New York Times, “Buyer of G.M. Lordstown Plant Promises Union Work and Wages.”

(Nov 7,2019).
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ost manufacturing jobs are considered “footloose,” meaning that they are not tied

to a specific geographic location (as opposed to “non-footloose” jobs, which produce local
goods and services, like those in service, health care, education, arts and culture, etc.). Since 2000,
footloose jobs have decreased by 4 percent nationally and by 13 percent in Ohio (Figure 6). During
the same time, non-footloose jobs have increased 10 percent in Ohio, far surpassing the total employ-
ment growth rate of only 4 percent. Nationally, non-footloose jobs increased a whopping 28 percent
since 2000! The gap between Ohio and the nation in job growth stems from the gap in non-footloose
job growth, and this gap has been widening for decades. Non-footloose jobs represent the increas-
ing demand for goods and services that more directly contribute to quality of life in the local area.
Non-footloose jobs are largely the jobs that contribute to quality of life in a community and in a region
- from health to recreation.

Figure 6: Job Growth in the U.S. and in Ohio increasingly stems from non-footloose jobs

Source: BEA*

As Ohio remained steadfast in its focus on footloose manufacturing jobs, states like Cali-
fornia and Florida focused on providing goods and services that people travel to the states to enjoy.
Economic prosperity and lower transportation costs through the 1920s provided many people the
opportunity to visit places like sunny California and Florida. And jobs in the tourism industry are the
quintessential non-footloose jobs. As early as the 1920s, we can see migration patterns change to favor
places with nicer weather and better local amenities.’ By the 1950s, the engine of economic growth
in counties across the U.S. was fueled not by firm-led growth but instead by amenity-led migration.*
California, for example, is blessed with abundant natural resources, from beaches to mountains and
giant redwood forests. But the state was also quick to capitalize on these resources. Several signifi-
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cant conservation efforts, led by John Muir, restricted the negative impacts of growth on California’s
vast natural resources that were drawing people to California, thereby sustaining its growth potential.
Cities in California that were comparatively lacking in natural amenities were soon competing to
become the nicest city in the nation — through the efforts of Katherine Olivia Sessions (nicknamed the
mother of Balboa Park), the once desert town of San Diego was transformed into the lush and growing
city we know today. In the early 1900s, California marketed itself as a great place to make a “com-
fortable, healthy home,” and as incomes increased, demand for those comfortable, healthy homes also
increased.* As people began to move to California, the jobs quickly followed.

Places with more natural amenities experience higher population and job growth. Figure 7
shows that every single unit increase in the USDA’s natural amenity scale is associated with a 0.8 per-
centage point increase in population growth between 2010 and 2018. None of Ohio’s 88 counties rank
in the top 3 quintiles of the USDA’s amenity scale index. Even taking into account broader measures
of natural amenities, none of Ohio’s counties rank in the top quintile and only a few make it to the sec-
ond quintile (Figure 8). It is not that Ohio does not have natural amenities — the state sits on one of the
largest inland lakes in the world — but, rather, that it has failed to capitalize on those amenities. The
results are clear. In Ohio, counties with more desirable natural amenities (such as those on Lake Erie
and Salt Fork Lake) are not only not associated with higher population growth, but actually experi-
enced population decline between 2010-2018 (red counties in Figure 7), including those counties with
the highest values on the USDA’s natural amenity scale (Noble County and Guernsey County). Rather
than seeing the development and growth potential of its natural amenities, particularly its waterfront
areas,”® Ohio has relegated these counties to transportation throughways and waste depositories.

Figure 7: In the U.S., counties with natural amenities experience higher growth; in Ohio, they
experience lower growth

“It is not that Ohio does
not have natural ame-
nities — the state sits on
one of the largest inland
lakes in the world — but,
rather, that it has failed
to capitalize on those
amenities.”

Source: Population Data from the US BEA, USDA ERS Natural Amenity Scale
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Figure 8: Natural amenities are now a key component of growth

Source: The Micropolitan Project

Ohio’s next fall in the population race came around 1990 with Florida’s rise. With its warm
weather, beaches, and robust tourism industry that capitalized on its natural amenities, Florida
knocked Ohio to its current tenuous rank as the 7th most populous state in the nation by 1990. Natural
amenity rich states in the Sunbelt and mountainous west continue to outpace Ohio (Figure 9) slowed
only by the high cost of living and high housing prices as the housing stock that has not kept pace with
growth.

Figure 9: Population Continues to Move toward Nice Places to Live

Source: Census

Ohio currently ranks 31st in population growth between 2015-2020, and the fast growing Sunbelt
states of Georgia and North Carolina are set to surpass it in the near future.
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Within 20 years, it is anticipated that the populations in Georgia and North Carolina will out-
strip that of Ohio, knocking the state down another two places to 9th.>! Indeed, net migration (Figure
10) shows Ohio losing people to Georgia and North Carolina (as well as Florida). Georgia and North
Carolina both have more industry diversity than Ohio offering residents and especially dual earner
households (now the majority) a larger variety of jobs. Compared to Ohio, they have also pivoted
more toward growing local non-footloose service-based industries and rely less on the shrinking foot-
loose manufacturing industry. Ohioans have made clear what states are simply nice places to live by
voting with their feet and moving to those places.

Ohio is one of the most left states in the nation with the 12th highest out-migration numbers as
over 200,000 people left Ohio in 2018

Figure 10: Economic growth has followed the flow of people from Ohio to North Carolina and
Georgia

Source: IRS Exemptions Data 2017-2018

While it’s true that natural amenities, like beaches and warm weather, certainly increase
quality of life on average, they neither preclude places like Ohio nor are they the only consideration
in quality of life decisions. Some states, like Wisconsin, have been able to capitalize on their winter
weather by developing weather-appropriate recreational activities, like snowmobiling.> In these plac-
es, warmer weather is actually associated with lower growth and colder winters with higher growth. In
this regard, Wisconsin has focused more on this unique comparative advantage in the competition to
attract quality of life migrants. Moreover, natural amenities are not the only contributors to quality of
life. Other local amenities — like restaurants and bars and arts and culture establishments — and public
goods and services — like parks and public transportation — also increase quality of life.>* While many
amenities that contribute to quality of life capitalize on existing assets (such as natural resources),
others can be built.
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Ohio not only lacks some of the natural assets other states benefit from, but, perhaps more
importantly, it has neither capitalized on the natural assets it does have nor built up local non-natural
amenities to the same degree as other states. This is evident from its lagging population growth. Peo-
ple reveal preferences for various amenities by voting with their feet, and our current migration pat-
tern should make it clear to Ohio’s policymakers that they do not prefer the current mix of amenities
in our state. People also reveal their preferences by voting with their dollars. California’s high housing
prices are largely a result of people bidding up the price of housing in desirable locations. Housing
prices reflect not only the desirability of a house’s specific characteristics (the number of bedrooms
and bathrooms, the size of the house, etc.), but also location, location, location. While “low housing
prices” is often used a selling point for Ohio, what it really means is that people have been taking their
dollars and voting for states like North Carolina, Georgia, and Idaho instead of Ohio (Figure 11).

Figure 11: Ohio’s HPI is outpaced by the states where households prefer to locate

Source: All-Transactions House Price Index for the United States, Index 1980:Q1=100, Quarterly, Not Seasonally Adjusted

The fastest growing states see higher housing prices. Figure 12 shows that Ohio is lagging
behind the nation in housing price growth, and currently ranks 49th in a comparison of the Housing
Price Index across states.>
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Figure 12: Households vote with their dollars for the most desirable places to live

Source: FHFA Annual 2019 HPI base year 2000

Historically, households and firms have disagreed on what makes a place nice, but they both
agree on their willingness to pay more to locate in the places they think are nice. Households are will-
ing to pay higher housing prices and even forego higher wages for desirable locations and the bundle
of amenities they offer. Thus, places with higher than expected housing prices (accounting for housing
characteristics such as the number of rooms) and lower than expected wages (accounting for individu-
al characteristics such as education and industry) must have higher quality of life because households
are willing to pay to locate there (and revealing their preferences). Firms are willing to pay higher
real estate prices and higher wages to locate in more productive places. Thus, places with higher than
expected wages and housing prices (real estate prices) must have a higher quality of the business en-
vironment as firms are willing to pay to locate there. The correlation between estimates of the quality
of life and the quality of the business (using willingness to pay) have historically been low, but we
are seeing it rise over time as households and firms are increasingly choosing the same places.>® This
is not altogether surprising, since access to talented employees is an increasing challenge for firms; a
focus on locating near places where well-educated workers live is an obvious result. The nicest places
to live have in turn become the nicest places to business as well.

Using housing prices and wages (controlling for characteristics of the house and of the per-
son), Figures 13 and 14 illustrates the premium households are willing to pay in order to live in a
particular county (quality of life) and the premium firms are willing to pay to locate in a county (the
quality of the business environment). Many of the fastest growing states, particularly along the west
coast and eastern seaboard, have a high estimated quality of life and quality of the business environ-
ment.
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Figure 13: Quality of Life Estimates

Source: Micropolitan Area Project

Figure 14: Quality of the Business Environment

Source: Micropolitan Area Project
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Counties with higher estimated quality of life are associated with higher population
growth and higher employment growth between 2010 and 2018 (Figures 15 and 16). This is espe-
cially true for rural areas that have often struggled to keep pace with urban growth. Higher estimated
quality of the business environment is not associated with higher population growth or higher

employment growth. Population and jobs are flowing to counties that offer higher quality of life rath-
er than those with a high quality of business environment.>’

Figure 15: Higher Quality of Life in Counties Is Associated with Higher Population Growth (But
Not Higher Quality of the Business Environment)

Population Growth (2010-2018)
|
Population Growth (2010-2018)

Quality of Life Quality of the Business Environment

Source: The Micropolitan Project

Figure 16: Higher Quality of Life in Counties Is Associated with Higher Employment Growth
(But Not Higher Quality of the Business Environment)

Employment Growth (2010-2018)

Employment Growth (2010-2018)

Quality of Life

Quality of the Business Environment

Source: The Micropolitan Project
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Higher quality of life and the mix of “ Population and jobs are ﬂowing
amenities can help keep and attract the most . . .
skilled workers, but preferences are not uni- to counties that offer higher quality
versal. Cultural and recreational amenities, for Of h"fe rather than those with a high

example, are associated with lower out-migra- li busi .
tion rates of young college-educated residents, quality of business environment.

whereas the preferences of older college-edu- With a low estimated quality Of life’

cated residents shifts more toward safety and . . .
milder climates.® Proximity to coastal areas 45th in the nation, however, Ohio

and the Great Lakes region is associated with will continue struggling to attract
higher shares of college graduates.” In 2018,

Ohio ranked 45th in estimated quality of life.* and keep a highly skilled workforce,

With lower estimated quality of life, however, one of the most consistent predictors
Ohio will continue struggling to attract and keep 9

a highly skilled workforce, which is one of the of long run success.
most consistent predictors of the long run suc-

cess of cities and regions. 0000000000000

Underutilized Waterfront Along Lake Erie’s Shores in Cleveland

Source: Picture from Aerial Agents and McGraw, Daniel (April 4, 2018) “Lies, Damn Lies and the 450 Acres of Prime Real Estate That
is Burke Lakefront Airport.” Clevescene
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n today’s economy, educational attainment may be the single most important pre

dictor of economic success. Economic growth stems from either growth in the size of the
workforce or the productivity of that workforce. But only increases in productivity can grow the
total economic output per person and improve our standard of living. Highly skilled workers are not
only more productive they also increase the skills and productivity of the workers they interact with;
even after controlling for the personal benefit of a college degree through higher wages, a 10 percent
increase in the population’s share of college graduates increase income growth by about 2 percent!
and increase average wages somewhere between 6 and 12 percent.®? In Ohio, as in the rest of the U.S
a higher share of the adult population in a county with a college degree is associated with a higher
standard of living (Figure 17). When places fail to attract and keep a highly skilled workforce, they
will fall behind in today’s knowledge economy.

Figure 17: More Educated Counties have Higher Average Wages and Salaries

Average Wages and Salaries (2018)

Percent of adults with a bachelor's degree or higher, 2014-18

Source: USDA ERS and BEA

o

Although the number of Bachelor’s degree holders in Ohio has grown over time as the share of

the population age 25 to 44 with a Bachelor’s degree increased from 27.1% in 2005 to 34% in 2018,

Ohio has failed to keep pace with the rest of the nation as the rest of the nation has become compara-

tively more skilled.> The number of 25-44 year olds with a Bachelor’s degree in Ohio has increased
20% (Figure 18) since 2005. Yet, the number of 25-44 year olds with a Bachelor’s degree in the U.S.
has increased 30% and Texas and Washington have increased by 56%!
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Figure 18: Ohio is Falling Behind in Increasing the Number of College Graduates

Source: National Science Foundation

As Ohio falls behind in educational attainment, its economic growth will also lag the nation.
Economic growth in society, as in a business, stems from innovation, technology, and ideas that im-
prove productivity. Workers that have a bigger impact on business’s productivity, and thus profits, reap
higher wages and a higher standard of living. As a group, highly skilled workers, particularly college
graduates, are more innovative. A 10 percent increase in the population’s share of college graduates
increases the number of patents, a measure of innovation, by about 9 percent.*

Ohio ranks 30th in the share of the population with a college degree (Figure 19) & 30th in the growth
of average annual pay between 2015 and 2019 (Table 1).

Figure 19: Ohio is Falling Behind in Educational Attainment

Source: Calculated with 2018 ACS data
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Real wages (wages adjusted for inflation) have remained largely unchanged for many workers
in the U.S., but not all. Only college educated worker have experienced growth in real wages in the
U.S. since 2000 (increasing by about 3 percent - see Figure 20). In Ohio, however, wage growth for
college educated workers lags growth for both college educated and non-college educated workers
in the U.S. College educated workers, among the most mobile, can find real wages at least 7 percent
higher elsewhere in in the U.S. than they can in Ohio. That is a huge incentive for college graduates
to take their skills with them to other states, particularly to those states that also offer them the quality
of life amenities they are looking for. Indeed, there is evidence of a brain drain occurring in Ohio (and
the Midwest more generally).%

Figure 20: Only College Educated Workers have Experienced Growth in Real
Wages Since 2000

Source: Median inflation adjusted wage and salary data calculated using the ACS

In knowledge-based or an idea-based economy, college workers boost productivity, which in
turn increases the benefit of hiring additional workers, which ultimately increases employment in an
entire area. In a knowledge-based economy, jobs increasingly go to college-educated workers. All of
the job growth in Ohio since 2000 has gone to college-educated workers (Figure 21). Even as Ohio
continues to focus on attracting large manufacturing plants through economic development packages,
non-college educated workers have not seen any job growth. Indeed, jobs for non-college educated
workers in the state have fallen 6 percent since 2000, while at the same time increasing nationally.
The national increase of jobs for non-college educated workers is largely a result of growth in ser-
vice-based industries directly or indirectly supporting their knowledge-based economy — many by
providing the local non-footloose jobs that increase quality of life.

A 10 percent increase in the share of the county population with a college degree is associated
with just over a 4 percent increase in employment growth and just under a 4 percent increase in popu-
lation growth (Figure 22). This is as true for Ohio (in red) as it is elsewhere in the nation. We can also
see from figure 21 that college graduates have tended to prefer larger metro areas (the larger circles)
which helps single workers looking for partners® and dual earner power couples (where both have a
college degree and career) looking to locate in a city that offers a diverse set of job opportunities (in-
dustry diversity) along with urban consumption amenities.*’
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Figure 21: All of the job growth in Ohio since 2000 has gone to college-educated workers

Source: ACS

Approximately 60 percent of the relationship between the share of the population with a
college degree and employment growth is due to the increase in productivity associated with college
educated workers. The rest is caused by increases in quality of life.®® Quality of life amenities not
only attract college educated workers, but college educated workers seem to attract the quality of life
amenities that spur in-migration. In general, previous studies find a 10 percent increase in the college
educated population in cities increases population growth by 5 percent.*”

Figure 22: More educated counties experience higher employment and population growth
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Source: The Micropolitan Project
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The relationship between the share of the population with a college degree and growth is most
pronounced in declining areas.”” Highly skilled college educated workers are better able to adapt to the
negative shocks that declining regions have faced in recent decades. College educated workers make
places more resilient. During the Great Recession, for example, college graduates and more generally
workers with higher levels of both cognitive and people skills were less likely to face unemployment.
Cities with higher shares of workers who possess both high cognitive and high people skills experi-
enced more resilience in the face of the Great Recession and recovered more quickly.” The econom-
ic success of a state, county, or city and its ability to adapt to the changing economic headwinds is

almost exclusively a function of how well educated its workers are.

“Although the number of Bachelor’s degree
holders in Ohio has grown over time, Ohio has
failed to keep pace with the rest of the nation.”
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ey institutions in Ohio have failed to adapt to the changing economic forces that

determine growth in our modern economy. Though Ohio has more college graduates today
than a decade ago, it has failed to keep pace with the educational attainment of other states and the
nation. Ohio invests less in higher education than the nation and the Great Lakes region (Figure 23).
Ohio ranks 36th in higher education spending per capita. Lower investments in four-year colleges de-
crease per capita income growth.”> Ohio spends more per capita on public welfare programs to address
some of the very issues associated with lower educational attainment, including, among other things,
Medicaid spending to address the health costs of low income households and associated with the opi-
oid crisis. For example, higher educational attainment is associated with better health outcomes, lower
crime rates, lower unemployment rates, higher income, and lower poverty rates. Ohio has the 13th
highest poverty rate in the nation. This is also a result of Ohio’s continued reliance on manufacturing.
Opioid overdoses are more likely to occur in areas with large manufacturing plant closures, specif-
ically automotive plant closures.” In terms of public welfare spending per capita, Ohio ranks 15th
highest. This reality suggests that federal programs to support workers after plant closures, such as the
Trade Adjustment Assistance program, are either ineffective or vastly underfunded.

Figure 23: State and Local Expenditures Per Capita

Source: State and Local Expenditures Tax Policy Center, 20177
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Further, as a share of GDP, Ohio’s spending on higher education has seen more than two de-
cades of decline (Figure 24). For Ohio to regain its place in the U.S. economy, it must develop policies
to increase educational attainment from early childhood through college. One way to increase educa-
tional attainment in Ohio is by investing in the skills of current residents, starting with early childhood
education. Early investments in education have the largest impact and the highest return on investment
at approximately 13% - through higher educational attainment, career achievement, and reduced costs
in health and the criminal justice system.” Investments in early childhood education also reduce defi-
cits, increases the labor force participation of parents, and strengthens the economy. Thus, it reduces
poverty for both parents and children. For a state that has the 13th highest poverty rate in the nation,
economic growth requires equitable growth through policies like investing in early childhood edu-
cation. From a state that led the nation by making historically large investments in canals that would
foster economic growth, Ohio has not made the same investments in the education of its workforce
that would foster economic growth. Oklahoma is leading Ohio in early childhood education with a
universal Pre-K program. Higher government spending on K-12 education also increases quality of
life and the willingness of residents to pay to locate in a county.”®

Figure 24: Ohio’s Declining Share of Its GDP
Spent on Higher Education

Source: National Association of State Budget Officers and the Bureau of Economic Analysis, U.S. BEA
Photo by: Andrew Neel from Pexels
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Increasing the educational attainment and the skills of the current and future
workforce in Ohio must be a top priority for the long term success of the state.

Ohio can also increase the share of college graduates by both keeping the college graduates it
already has and attracting the in-migration of college graduates. The quality of life in an area and the
bundle of consumption amenities an area offers have become increasingly important in keeping and
attracting college graduates, which in turn determines the success of counties, cities, and states. Every
state in the nation and every county within Ohio should be focused on both quality of life and educa-
tional attainment as key elements to both community and economic development. Ensuring Ohio is a
nice place to raise a family and a nice place to live should be a top priority for Ohio. Ohio must capi-
talize on the natural amenities it does have, especially its waterfront areas, including lakes and rivers,
and its parks. Although Ohio does not have the Rocky Mountains, it has its own set of natural ameni-
ties, from lakes and rivers to hiking and biking trails. When Ohio’s high natural amenity counties are
underperforming, it is a signal that they are not capitalizing on their natural amenities. This message
may be especially important for declining areas along Lake Erie, but may also resonate in Ohio’s rural
counties that have the bulk of the state’s forests, green and open space, inland lakes, parks, hunting
areas, and other outdoor recreational amenities. Water quality concerns, such as algae blooms in Lake
Erie near Toledo, that prevent recreational activities and perpetuate an outdated image of Ohio as an
industrial-polluted state should be especially concerning to all Ohioans. In Ohio, improving quality of
life may also mean figuring out how to capitalize on other quality of life assets — such as the existing
stock of social capital, the strength and trust in the interpersonal relationships (Figure 25). Recent
research finds that social capital increases business survival rates.””

Figure 25: Social Capital, strength and trust in interpersonal relationships, is high especially in
rural Ohio

Source: Micropolitan Project
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Some aspects of quality of life may be similarly important for every county in Ohio and can be
approached from a state-level. For example, preferences for low crime rates, better air quality, higher
spending on K-12 education, connectivity through roads and broadband, and recreation activities are
all similar preferences regardless of the location.” Other quality of life amenities are best dealt with
locally, as each city and county finds its comparative advantage in quality of life amenities. Although
people generally prefer natural amenities, capitalizing on those natural amenities will look different
as the natural amenities and preferences vary. Private goods and services can also capitalize on these
natural amenities by creating places for visitors and residents to enjoy a meal or a drink after spending
some time at the lake or park. Rather than a one-size-fits-all approach, local amenities should high-
light the unique character of the community.

Highly educated urban areas that offer a variety of urban consumption amenities are the en-
gines of economic growth in the U.S. These engines have largely stalled in Ohio as growth in Ohio’s
urban areas has stalled since 1970 (Figure 26). The success of Ohio’s large metropolitan areas is
critically important to the success of Ohio as a state as a whole but also to the success of the state’s
rural areas. Rural areas that are better connected to a healthy large urban city center experience high-
er growth (thus, the connectivity of rural areas to metropolitan areas becomes critically important
— whether that is through roads and bridges or broadband).” Urban amenities such as arts and cul-
ture, restaurants and bars, retail, and walkable neighborhoods that provide easy access to these urban
amenities are increasingly important to the success of cities.

Of the big 8 metro Figure 26: The engines of Ohio’s economic growth, its cities, have
areas, only Columbus ranks in stalled
the top 100 metropolitan areas
in terms of population growth
ranking 87 out of 384 (Table 2).
Migration data shows that near-
ly all of Columbus’ population
growth has come from other
areas in Ohio.* Between 2017
and 2018, 97 percent of the
migration into Franklin County
came from within the state.®!
Other than neighboring coun-
ties, the top counties sending
residents to Columbus are other
metropolitan counties, includ-
ing Cuyahoga County (Cleve-
land) and Montgomery County
(Dayton). Poaching population ~ Source: U.S. Census
from other metropolitan areas within the state means that the growth Columbus has experienced for
decades is likely unsustainable. Additionally, Columbus’ growth comes at a clear costs to the state’s
other metro regions. Cleveland, for example, continues its decline in the rankings of population growth
between 2015-2018, and is now 309th of 384 metropolitan areas. No metro area in Ohio ranks in the
top 100 in terms of employment growth, GDP growth, or wage growth. Pittsburgh may be among the
best examples of a Midwestern city that was able to pivot toward high-tech industries by leveraging its
universities and entrepreneurial culture while reallocating resources to invest in revitalizing its urban
core as suggested by urban planners such as Jane Jacobs.*? Jane Jacobs advocated for mixed-use dense
development that supported every aspect of our varied daily lives from jobs to recreation amenities all
within the urban core.
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Table 2: Ohio metro area rankings show Ohio’s engines of economic growth have stalled

Source: BEA Rankings out of 384 Metro Areas

Every county in Ohio, whether urban, suburban, or rural, must offer quality amenities includ-
ing quality public goods and services, such as K-12 education and infrastructure. But governments
also need to offer these public amenities in an efficient and transparent manner. All else equal, house-
holds and firms are not willing to pay higher taxes for the same level of goods and services they could
get in another state for less. All else equal, higher taxes detract firms and households. Ohio currently
ranks 19th in the highest total tax burden (state and local tax revenue as a share of personal income).*

Figure 27: State and Local Tax Burden

Source: Tax Policy Center, 2017%

The higher tax burden in Ohio mainly stems from households (Figure 28). Compared to both
the nation and the Great Lakes region, Ohio residents pay higher income taxes and general sales taxes.
Ohio ranks 16th in individual income tax revenue per capita. Lowering income taxes makes work pay
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more — an issue for long-term jobless workers in places that have experienced automotive plant clo-
sures and are left with lower paying jobs. Expanding programs like the Earned Income Tax Credit to
subsidize workers, specifically secondary earners, could boost employment for the long-term jobless
workers less willing to work for lower wages in a similar way that the current EITC program boosts
employment for single mothers.? Lowering income taxes and shifting the tax burden away from
household income, makes Ohio more attractive to households.

Figure 28: Households Pay Higher Income Taxes and Sales Taxes

Source: State and Local General Revenue Per Capita, Tax Policy Center, 2017%¢

Corporations pay substantially lower taxes in Ohio compared to the Great Lakes region and the
nation. In 2017, Ohio ranked 5th lowest in corporate income tax revenue per capita.’’ Yet, job growth
in Ohio is 37th in the nation. Both Georgia and North Carolina have higher corporate income taxes
and will soon surpass Ohio in employment and population rankings. Clearly, corporate taxes are only
one factor in the decision to start a business or to locate a business in Ohio. Firms are increasingly fol-
lowing the most productive workers to the locations they prefer, and while firms are not willing to pay
higher taxes, all else equal, they are willing to pay higher taxes to have access to more productive and
more highly skilled workers. Firms are also willing to pay higher taxes for education spending that
provides them with more skilled worker and for better infrastructure that improves access to markets.
High-income productive workers, however, may not be willing to pay higher income taxes in a state
unless that state offers them the amenities they prefer.

By lowering corporate income taxes and providing tax abatements and other economic de-
velopment incentives, Ohio is taking a race-to-the bottom approach to economic development, an
approach that has proven to be ineffective. Policymakers are no better at picking winners among firms
in the economy than they are at picking the right stocks in the stock market. These types of econom-
ic development strategies are also prone to corruption, as in the alleged bribery scandal surrounding
House Bill 6. Overall, lower taxes do not have a significant effect on state growth and targeted
tax incentives are more likely to harm growth than to support it.*®
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There is a high opportunity cost associated with ineffective sector-based economic develop-
ment policies. A race-to-the top approach that instead invests in communities by increasing education-
al attainment, productivity, entrepreneurship, and connectivity through better internet access is more
likely to boost growth in states.* En-

couraging entrepreneurship and . .
econoﬁﬁcggmwtﬁ through spmall “In the long run, this overemphasis on at-

businesses is likely to offer a great-  tracting one large firm or industry stifles the
er return on investment than tax devel d 5 her busi
breaks to large firms.” States with evelopment and growth of other businesses

a higher share of small businesses and industries, and the economic incentives
have a more diverse, dynamic, and . . .
productive workforce with higher typically offered to export-based industries
GDP growth. Thus, states with a have a negative effect on overall start-ups
higher share of small businesses and . v

a higher share of college-educated and job growth.

workers are better able to adjust to
the economic headwinds increasing
the speed of economic growth. Ohio
should focus more on the goods and
services it provides for small businesses than lowering the tax rates for just a few favored large firms.
The impact of Coronavirus on Ohio’s small businesses will likely be especially detrimental to a state
that has struggled to encourage small business growth.

Source: Photo by Kaique Rocha from Pexels

FALLING BEHIND 37



his study examines the rapid rise and slow decline of Ohio’s

economic fortunes. The goal of this work is to open a much
broader discussion surrounding policies that influence the long run
growth of the state. Ohio’s experience of a once booming population
to one of stagnant economic growth is not unique. Indiana, Michigan,
Wisconsin, Illinois, and Pennsylvania all face similar challenges. In
each of those states, especially in cities, which have been hardest hit
by rustbelt declines, important, long term conversations surrounding
economic development, education, and tax policies are in full swing.
These discussions are focused on improving the quality of life for
current residents and the economic opportunity for future residents.
While these conversations vary in different communities, they share
a common realization that economic growth in the 21st Century will
be led by highly educated workers living in communities that are
attractive and accessible. These workers care about local amenities,
especially the quality of educational opportunities for their children.
Ohio is falling behind in both educational attainment and in quality
of life.

This conversation is important for Ohio. Our state is now
one-fifth of the way through the 21st Century, but still dominated by
a suite of mid-20th Century economic development, education, and
tax policies. These policies are not sufficient to the task of crafting
a prosperous and growing Ohio throughout the remainder of this
century. The unintended consequence of outdated economic policies
that favor one industry or one business over another as policymak-
ers attempt to pick winners and losers in the economy is to crowd
out and stifle new industries and new firms while failing to diversify
Ohio’s economy. For example, while JobsOhio has spent $70 million
so far on one proposed cracker plant in a questionable attempt to
further capitalize on extracting natural resources, Ohio has failed to
capitalize on its natural amenities — with a far greater potential value
to Ohio’s economy. Ohio sits on one of the largest inland lakes in
the world — yet counties along Lake Erie are in decline. In the U.S.,
counties with natural amenities like these experience higher growth;
in Ohio, they experience lower growth. Moreover, natural amenities
are not the only contributors to the type of quality of life that results
in economic growth. Other local amenities — restaurants and bars and
arts and culture establishments — and public goods and services — like
parks and public transportation — also increase quality of life. These
built amenities are especially important for cities in Ohio that have
failed to keep pace with other cities in the U.S. The opportunity cost
of policymakers using government funds to deplete Ohio’s natural
capital is the investments that could have been made to increase its
natural capital instead as well as other built amenities to find Ohio’s
comparative advantage in the race to improve quality of life.
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Ohio’s low quality of life and stagnant wage growth on top of the higher tax burden households
face are enough to push many college graduates, among the most geographically mobile, to leave Ohio
taking their skills with them, resulting in a brain drain. Despite the large number of universities in
Ohio (Ohio ranks 19th in the nation in the number of universities per capita), many college graduates
do not stay.”" Instead of capitalizing on the educational infrastructure of the state, Ohio has cut higher
education funding while falling behind on the amenities Ohio has to offer well educated workers. Ohio
is falling behind in nearly every metric that provides an indication of the long run economic prospects
of a state.

As Ohio considers how to respond to economic challenges in the wake of COVID-19, we will
continue to perform analysis of the cause of growth differences between places. We will apply those
lessons to policy dimensions, aimed at informing and influencing both state and local policy. In the
coming months, we will produce a number of short policy studies, which outline potential state and
local actions to propel Ohio to faster, broader, and more equitable growth throughout the remainder of
the 21st Century.

“Ohio is falling behind in nearly every
metric that provides an indication of the
long run economic prospects of a state.”
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