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Kristin Agard:  Welcome to the Applied Economic Perspectives and Policy Podcast, a 
production of Oxford Journal's and the Agricultural and Applied Economics Association.  I'm 
Kristin Agard.   
 
Today I'll be talking with Professor Mark Partridge and Professor Rose Olfert about their 
article, "The Winners' Choice:  Sustainable Economic Strategies for Successful 21st Century 
Regions."  Their article was recently published in the second issue of Volume 33 of AEPP.   
 
Welcome Professor Partridge and Professor Olfert.  In your article you make the case that 
it's no longer useful to separate communities into rural and urban, recommending instead 
that we think about regions of economic activity.  What's the advantage of approaching 
things in this way? 
 
 
Rose Olfert:  Well, I think rural and urban were probably more useful terms in the early to 
mid 20th Century when rural families were heavily reliant on agriculture or other primary 
production and incomes were earned and spent in the local small towns and villages.  But 
both in terms of earning the income and also spending it on goods and services, rural and 
urban economies are now closely integrated.   
 
For example, the percentage of the U.S. labor force employed in agriculture has fallen to 1.2 
percent from 16 percent as recently as 1945.  Also in 1945 when commuting to nonfarm 
employment was limited by higher transportation costs and more labor intensive farming, 
27 percent of farmers had off farm employment.  In 2003, 93 percent of farm households 
had off farm employment and well over 80 percent of the farm household income originated 
from off farm economic activity.  So much of the rural labor force now actually works in 
urban areas.  That is, even though people may live in rural areas, they commute to urban 
employment.  
 
In addition, many small rural businesses will produce products that are inputs to production 
processes in urban areas.  From the point of view of urban areas, they depend to some 
extent on the rural labor force for their labor supply and on rural production for their inputs.  
Similarly the rural population spends its income in shopping for goods and services over 
broad regional areas rather than patronizing only primarily the local retail outlets.   
 
Urban areas also depend upon the rural population for part of their market.  So recognizing 
this regional context that I've described allows us to capture the reality that increasingly 
rural and urban populations work and shop in the same places and depend for their futures 
on the same economic growth.   
 
From a policy perspective, designing a policy for rural areas without considering the close 
economic ties to urban areas will thus miss the mark.  Designing urban policy without 
regard to surrounding rural population that is tightly integrated with the urban area is also 
inappropriate.  The regional perspective allows us to reflect the realities of the increasing 
integration between rural and urban areas and to design appropriate policies for the mutual 
benefit of rural and urban.  The region where people work, live, send their kids to school and 
spend their money matters now more than ever and thus policies that reflect the regional 
realities are essential. 
 
Kristin Agard:  Nowadays it's common for cities or states to offer tax breaks or other 
incentives to certain industries to bring in more business from that sector.  You seem to be 



arguing against this approach calling it picking winners.  Why do economists dislike tax 
incentives for particular firms? 
Mark Partridge:  Well thank you Kristin.  Let me just first say that economics generally 
find no relationship and sometimes we even find a negative relationship between these 
individual tax incentives where particular firms receive tax breaks and economic growth.  
It's akin to arguing that communities should invest all their money in slot machines in terms 
of their savings.  You might hit a winner but usually you're a loser.  So in that sense many 
of these firms would just stay in your community or come to your community anyway.  
They're often just playing one community against another to get a better deal.  And when 
you offer tax incentives, the local governments then forced to either raise taxes on all the 
other firms and households or cut spending.  This hurts the community and makes 
thousands of businesses and households less likely to want to remain in your community.  
One business might be happier but the rest are not particularly happy.  And so in that 
sense, economists have this saying, "Governments can't pick winners but losers know how 
to pick governments."  And that's not to denigrate anyone but winning firms don't need tax 
incentives.   
 
Instead of picking winners what politicians and development professionals too often do is 
they usually support declining industries that have very little future.  And when they try to 
support fast growing industries they have a rotten record of picking winners, they usually 
pick the flavor of the month, trying to recreate Silicon Valley of the '90s or biotechnology of 
a decade ago or green jobs or some sort of historical legacy that may no longer make sense.  
Instead, if communities really want to worry about taxes, they should reduce taxes across 
the board and help all business, especially the small businesses that don't benefit from 
mega incentives but are the ones that actually create most of the jobs.   
 
So I'll just quickly just say Kristin that why do politicians do it?  Well, one is that they want 
to be able to claim credit for everything that goes well so if they offer tax incentives and the 
firm comes they can take credit.  I heard one economist once say if they could offer tax 
incentives to the sun, they would take credit for it rising and setting every day. 
 
Kristin Agard:  One of the solutions you proposed is the creation of a new U.S. Department 
of Regional Development which would take the place of the U.S. Department of Housing and 
Urban Development and the Rural Development Division of the USDA along with small 
aspects of several other departments.  Based on your research what would this new 
department be able to achieve beyond what's being done by the current infrastructure? 
 
Mark Partridge:  First I just want to note that there's no silver bullet.  A better approach is 
focusing on what governments do best and that's building a good community, not trying to 
beat the private sector by acting like some sort of venture capital fund.  And so in that 
sense we've already noted, don't pick winners, instead offer good efficient services and low 
taxes to attract households and attract businesses.  Good roads, police, fire, safety, these 
are things government does.  
 
And we need to do a better job of providing better training capacity to our leaders so they 
don't just have to go off their gut hunches or what they've heard a consultant say at a 
convention and so on.  And they should avoid just jumping on the latest fad they hear.  It's 
not strategic, everybody else is doing it, why do you think you'll beat everybody else?  Most 
business people know from the smell test you're not going to be successful and at best you 
can only temporarily bribe these businesses to come to you if it doesn't make sense.  And in 
that, I've already noted, we don't know the future.  We don't know what the next key 
industry will be of the future, politicians don't, we don't.  But we do know that the winner 
will likely require good workers and that requires good skills to make those workers and the 
kinds of schools that people want to locate near.  And we also know that winners are going 



to want entrepreneurship so supporting entrepreneurship.  In other words, you're trying to 
make your community the kind of place that you may not pick winners but the winners will 
want to pick you.  And then as we've already mentioned, collaborate with your neighbors, 
work regionally because that's where the jobs are.  If the jobs are within your region that 
means your residents will have access to them. 
 
Kristin Agard:  You tie your findings to two issues which are quite divisive currently, 
globalization and climate change.  How can thinking about economic activity as a region 
help confront these challenges? 
 
Rose Olfert:  I think globalization and climate change really define the context within which 
any regional economic development strategies must be formulated and implemented.  Let 
me just address them individually.   
 
First, globalization means that any location and the activity in that location must be globally 
competitive in terms of attracting capital and labor to that place.  The nearby local market is 
no longer a captive audience or a captive market since the businesses and households can 
source alternative products instantly and with very little cost on the Internet.  On the other 
hand, globalization also means that a successful region has access to a global marketplace 
and that the region can thus benefit tremendously from that market access if they are 
positioned to take advantage of this opportunity.  Considering the functionally integrated 
rural urban regions that we talk about means that we have a larger labor pool within the 
region and more variety and depth of skills, more access to capital and other resources in 
the region.  The region is also more likely to provide the threshold market size to support 
businesses.  In effect the region is more likely to be competitive as a location of choice for 
firms and households than for example an individual town would be.  So that's the 
importance of the regional focus in a globalization context.   
 
Then to move onto the second trend you referred to, the climate change.  We believe that 
climate change has the potential to drastically change the relative attractiveness of regions 
within the U.S. and also globally as a place to live and especially as a place to do business.  
Much empirical evidence has shown that in the U.S. people have migrated for decades to 
nicer climates.  As you can imagine then if climates change this can completely change the 
relative attractiveness of regions in the U.S. possibly resulting in large scale relocations 
again.  Further, for any firm where water supplies or agricultural production or other natural 
inputs are important to their production processes, their optimal locations are going to shift 
in the face of climate change and those shifts are likely to trigger relocations of linked 
industries and the labor force that's part of the industry.   
 
Finally, in terms of government functions, climate change will affect the optimal location of 
the infrastructure that governments are responsible for, inland versus ocean side or other 
characteristics of locations that are affected by climate change.  So we think that climate 
change will lead to a multitude of geographic location adjustments.  And in this case we 
think that regions need to be considering this or to be aware of it in their strategic planning 
and not to be forced to respond under emergency conditions or find themselves unaware of 
what's happening in their broader areas. 
 
Kristin Agard:  And that concludes or interview today.  Thank you Professor Partridge and 
Professor Olfert.   
 
Mark D. Partridge is the Swank Professor of Rural Urban Policy and Professor at the Ohio 
State University.  And Rose Olfert is a professor at the University of Saskatchewan.   
 



Look for their featured article in Volume 33, Issue 2 of AEPP.  If you have any feedback or 
follow up questions please send an email to podcasts@oxfordjournals.org.  If you are 
interested in learning more about AEPP or signing up for free AEPP content alerts visit 
www.aepp.oxfordjournals.org.  For more information about the Agricultural and Applied 
Economics Association visit www.aaea.org.  I'm Kristin Agard.  Thanks for listening. 


