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Intense Manufacturing Areas in All Great Lakes States

Location quotients, all manufacturing, 2005

Jourze: LS. Census Bureau, County Business Patiems
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Non-Textile/Apparel Manufacturing Jobs Loss
State/Area/Metro r 1998 4/2008 Loss % LOSS
lllinois 906 672 -234 25.8%
Indiana 658 535 -123 18.7%

% of US
lowa 254 229 25 9.8% JO"b oce
Michigan 876 615 -261 29.8% excl Textil’e
New Y ork 792 536 -256 32.3% 2 Apparel
Ohio 1030 757 273 26.50%| PP
Pennsylvania 874 644 -230 26.3%

Wisconsin 593 488 -105 17.7%
Subtotal 5983 4476 -1507 25.2% 45.8%
Rest of US 11577 9069 -2508 21.7%
Textile & Apparel 1124 353 -771 68.6%
Restof US excl 1 40500 | 734 | -1787 17.0%|  54.2%

Textile & Apparel
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What Made Manufacturing Jobs Disappear?

A Rapid productivity growth? (no)
I Excluding computers (NAICS 334: 9% of mfg jobs), mfg productivity
growth 19982006 up just 1%/year

I Output overstated: data show 199806 industrial production up 2.8%
per year, but domestic mfg valeslded same in 2006 as in 1990 (&
same in 2008 as in 1998), falling from 16.3% to 12.1% of GDP

I Labor input underestimated: temps grew from 2.3% to 8.7% of mfg
personnel, 1992006

A Slow-growing demand for manufactured products? (a little): Consumption
of manufactured goods fell from 17.8% of GDP in 1990 to 16.3% in 2006

A Rising real imports? (bingo)
I 19782006, real GDP rose 104%, but real manufactured imports rose
410% from $338 billion to $2 trillion ($ of 2006)

I Domestic production = 92% of total in 1990, but just 74% in 2006
I Imports under control of UBased MNCs > 40% of total imports
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Regional Specialization, Regional Multipliers

WI-IL-IN-OH-MI

WI-IL-INF-OHMI:

w18% of Gross Product

wa dzf 0 A LJX A SNJ wl
Weight to ~41% of Economy

Rest of US:

Rest of US w9% of Gross Product

wa dzf 0 ALJX A SN w
Weight to ~17% of Economy

O Manufacturing B Mfg-Dependent O Mfg-Unrelated
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Prosperous Region RX:
Successful Specialization + Substantial Self-Supply

Specialization
Self-Supply
(Large Multiplier)

Market Capacity
Share Utilization

Productivity —_—
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Postwar Great Lakes
Manufacturing

Specialization Self-Supply

1948-73 Unchallenged Assumed

1973-93 | Unattended, slipping | Drift to Southeast

1993- ? Maligned, slipping |Flood to Mexico, Asia

Needed Attended in concert | Consciously rebuilt

Can efficiency and renewables revalorize
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Machinery: throughout region,
with particularly intense lllinois-Wisconsin corridor

Location quotients, machinery, 20035

(r / \ Sourge: ULS. Census Bureau, Counly Business Patieims



33% of US machinery production is traded
In a 5-state region.

157

Machinery
(S billions of 2000)



Auto Parts: Dominant in Three
& Important in All Summit States

Location quotients, transportation equipment, 2005

E / \ Source: .5, Census Bureau, County Business Patierms



53% of auto parts production is traded
In a 5-state region.
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The Economic Logic of Regional Cooperation

$10M Auto Parts Order Sourced to:

Michigan

Ohio

Wisconsin

Indiana + metro Louisville

lllinois + lowa edge + metro St. Louis
Ontario(estimated)

Upper Southeast (rest of KY, TN, W NC

Lower Southeast
Mexico
Offshore

Predicted Michigan Value-Added

$6,984,000
$1,687,000
$1,647,000
$1,541,000
$1,455,000
$1,300,000
$ 803,000
$ 546,000
$ 374,000
$ 161,000



Postwar Great Lakes
Manufacturing

Specialization Self-Supply

1948-73 Unchallenged Assumed

1973-93 | Unattended, slipping | Drift to Southeast

1993- ? Maligned, slipping |Flood to Mexico, Asia

Needed Attended in concert | Consciously rebuilt

Can efficiency and renewables revalorize

0 KS NB3IAZ2YyQa AYR




Regional Collaboration?
Sobering Obstacles, Glimmers of Hope
Aaz2ald adagldsS F20SNYYSydiaQ (NI F
collaboration with other stateBut a lack of resources could
stimulate more rational, efficient behavior.

A Constant invocation of WTO too often excuses inattention to
domestic and irregion purchasing.

A Most highroad firms are afraid to pursue their interests-a-
visthose of their lowefroad classnates.

A Ron Bloom and the possibility of a hetfherent federal
manufacturing strategygespite Larry Summe?s

A Regional collaboration required for proposed hgpeed rail
Initiatives?
A Need for a regional response to carbon capping and pricing?



Oil Spill:
7% of gross product spent on out-of-region fossil fuels

Fossil Fuel Net 2007 GDP Fossil Fuel

Imports ($billion) |  ($billion) | Imports/GDP

1A $ 13.485 $ 129.0 10.5% or
IL $ 42.261 $ 609.6 6.9%
IN $ 24.817 $ 246.4 10.1%
Mi $ 28.911 $ 382.0 7.6%
NY $ 50.004 $1,103.0 4.5%
OH $ 37.328 $ 466.3 8.0%
PA $ 37.825 $ 5311 7.1%
WI $ 18.312 $ 2323 7.9%
These 8 |$ 252.940 $ 3,699.7 6.8%
Other 42 |$ 304.174 $10,043.3 3.0%

Sources: EIA, BEA



Net Imports of Fossil Fuels, 2007:
Rx = Cities & Transit, not Just Weatherization & Wind

% of State GDP
$60
4.5%
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Sources: EIA (production, consumption, prices), BEA (state GDP)




Not Fooling Ourselves & Others

A Even the House bill is dreadfully deficient: gives away credits and
R2SayQi NIXAasS 0KS 02aid 2F OF Nb?
the Senate.

A Efficiency has to be Job Qrespecially in buildings and in housing for
low-income families.

A In transportationJow fuel prices are fatalUsing CAFE instead of fuel
taxes raises miles driven, permits continuing sprawl, and reduces
neither oil use nor CO2 emissions.

Al A3IK wt{Qa ogAiff o0l NBf(intaxed; coaisS N
cheap) and will raise electricity prices, igniting a political backlash.
Aaz2ald 6AYR YR a2tF N gAff NBLIX I C

but it invalidates the energy independence rationale.

A Despite what REPP has taughtwsy few manufacturers in the
renewables NAICS codes have good plhaugh some do.



So What Is to Be Done?

Federal (F), regional (R), and state (S) policy:

'~ Weatherization & other building & appliance efficiency
(F, R, S)

High and rising taxes on coal (F, S)

High and rising motor fuel taxes, including on CNG in
transportation (F)

Craft carrots/sticks for US production by MNCs (F)
Add to the portfolio of an enlarged MEP (F, S):
A Serious work on industrial efficiency andialicarbon
footprinting
A Competent matchmaking between manufacturers and
renewables OEMs



So What Is to Be Done?

Intelligent interstate cooperation on:
i[ 20Ff O2y Sy lbring ¢n teBToade) f S
i {SNA2dza ¢2NJ G2 O2yySOlU az
manufacturers to efficiency and renewables opportunities

(R, S). Already underway in Ml, OH, PA, & perhaps others
but each state on its own (R)

I Rebuilding irregion content in other manufactured
products in which the region specializes, including auto
parts and machinery (R)

i Discrimination in favor of higload frmsX RNJ F0 &
system available on reque@dR)



