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Figure 2

Annual Rate of Change in Manufacturing Employment for
the Youngstown-Warren Labor Market, Ohio and the United

States, 1954-1984
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tties, even though surplus sites and an experienced labor
force could be had for the asking. Instead, entrepreneurs
from the aviation industry were attracted, first by chance
and then by circumstance.

The first company, ICX Aviation, appeared in early
1978. It proposed to develop a $150 million plant to
produce the Yak-40 commuter jet, a Soviet licensed
aircraft. The facllity would employ 4,000 workers. The
company, which ironically had no experience in aviation
production, ailed because it could not acquire production
rights from the Soviet Union and investors were not
forthcoming.

Following ICX, the Commuter Aircraft Corporation
(CAC) was directed to the area under considerable pres-
sure from the U.S. Economic Development Administration

in 1979. CAC sought to build a 50-passenger commuter
turbo prop plane. The tacility would employ about 2,000.
In order to capitalize the company, a consortium of local
banks and investors loaned CAC $10 million, $4 million of
which was guaranteed by the state. A $3.5 million Urban
Development Action Grant (UDAG) was provided by the
U.S. Department of Housing and Urban Development.
EDA guaranteed an additional $30 million in loans. CAC
also required public subsidies to train its labor force
through the Community Employment and Training Act
(CETA) program, a long-term cost estimated at $1 million.
From its inception, CAC was plagued with difficulties, the
major one being no market for its product. in spite of
continuing problems, a $13.5 million facility was built for
CAC. Eventually, it became clear that CAC would never
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Figure 3

Percent Employed in Manufacturing in the Youngstown-
Warren Labor Market, Ohio and the United States,
1964-1984
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get off the ground. In 1983, lenders foreclosed on the
company, and a few months later the project was defunct.

Because of the new CAC production facility, other
aviation firms were attracted as prospects, but none ever
occupied the site. These included Amerijet (1981),
Advanced Turbo Manutacturing (1983), israel Aircraft
Industries (1983), Wright Airlines (1 984), and Avtek Corpo-
ration (1985). As was the case with CAC, each of these
firms required public subsidies to purchase and equip the
facility, in spite of the heavy subsidies already invested in
the site.

Eventually (1984), a consortium of local banks pur-
chased the site on speculation. Finally, in 1985, a subsi-
diary of General Motors, Packard Electric, acquired the
facility as part of its automobile electrical harness oper-
ation. Several hundred workers are to be employed.

The CAC-related projects all were focused on the
Youngstown Municipal Airport. Another scheme under-
way roughly during the same time period involved a
proposal to build dirigibles at a smaller local municipal
airport. In 1980, American Skyship, a firm owned by a
British entrepreneur, attempted to work a deal for a $55
million facility. The blimps were intended for military use,
narcotics survelllance, and the transportation of cargo,
especially in less-developed countries. In order to make
the project work, the firm required: free provision and
ownership of land at the airport; a $3.8 billion UDAG
grant; a $400,000 HUD site preparation grant; and $10
million in Industrial Revenue Bonds, which the state was
to guarantee. The plant would employ several thousand ¢
workers. By 1983, the project was dead: the firm was
unable to secure orders for its dirigibles or to as;gmple
the necessary private funds. This was not surprising in
view of the fact that Goodyear — the nation’s premier
blimp manufacturer located less than 30 miles from

“Youngstown — reported that no market for dirigibles

existed. Goodyear even rejected a joint venture
opportunity. _

A Lake-to-River Canal. Since the early 1800s, public
officials in this area have promoted the idea of a can_al
extending from Lake Erie in the North to the Ohio River, a
distance of 120 miles. The first intense effort to develop
the canal was undertaken by Ohio Representative
Michael Kirwan, from the 17th Congressional District, in
the 1960s. Kirwan's hopes were shattered when the Corps
of Engineers rejected the project in a 1965 study. The plan
reemerged in the 1970s, only to be rejected by the Corps
and U.S. Congress in 1980. Recently, Ohio Representa-
tive James Traficant has revived the idea, appgrently
excited about the recent opening of the 234 mile-long, '
$2 billion Tennessee-Tombigbee Canal on the Mississippi
River. Traficant's proposal would cost taxpayers about
$4 or $5 billion; and, according to Traficant, it would create
an estimated 5,000 jobs.

The canal project has not received much support to
date. Ohioc Governor Richard F. Celeste has offe_red tq put
up matching funds for an updated Corps of Engineer’s
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Figure 4

Quarterly Unemployment Rates in the Youngstown-Warren

Labor Market, Ohio and the United States, 1967-1985
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study, as long as the Corps agrees to fund remaining
costs. Short of this, the U.S. Congress is not expected to
endorse such a project in the era of federal budget
deficits. Additionally, the powerful railroad and trucking
lobbies are opposed to it. Several environmentaiists see
the project as a disaster. Many of the communities that
would be obliterated by the canal are opposed.

Public Buildings. Public buildings and related invest-

ments have always been a tool for economic development.

What is rare in the Youngstown case is that most of the

effort to revitalize the ailing central business district (CBD)

has involved public projects with little or no private invest-

ment. Some of the key public initiatives are listed below.

¢ Urban renewal under the Model Cities program in the
1960s allowed the city to acquire derelict sites, clear

1983 1985
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them and make them available to developers at low
cost. Under this program, large areas of the CBD were
leveled. Displaced businesses from these sites were
given a subsidy to relocate. Importantly, no restrictions
were placed on these relocations so that businesses left
the city in droves, leaving few prospects to rebuild on
the vacant land. When it became clear that there was a
lack of interest in downtown redevelopment, vacant land
was made avallable to private parking-lot vendors who
leased the lots at well-below market rates from the city.
Thousands of dollars in city revenues have been lost
every year because of these agreements. '

¢ In the 1970s, plazas became the rage in many Ameri-
can cities. Cities with conges:i=n and parking problems
opted for more efficient mass transit and closed oft
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streets to traffic. In place of streets, plazas, open public
space, fountains and other amenities were added.
Youngstown's planners also followed suit. Using Hous-
ing and Urban Development (HUD) funding, the tradi-
tional square of the city was bricked over and traffic was
redirected away from businesses, once heavily depen-
dent on it. In some ways, this also accelerated the
decline in the CBD.

After urban renewal in the 1970s, officials looked for
ways to fill the void they had created. During this period,
prime sites in the CBD were developed into: a regional
post office, two high-rises for the elderly poor, offices for
the Mahoning County Human Services Department,
and a huge municipal parking garage. All of these
projects were intended to bring consumers downtown.
Not only were consumers not attracted to the CBD by
these facilities, they actually appeared to be deterred in
large numbers. Importantly, private investment oppor-
tunities on prime sites were precluded.

Presently, a new wave of public investment has
descended on the CBD. The city is beginning to tear out
portions of the plaza constructed about a decade ago.
One landlord of private property has even begun to rip
out portions of the plaza for the restoration of its original
features. A regional transfer point for the bus system
has been added so that passengers can change buses.
A major project to rehabilitate the vacant storefronts and
some vacant building interiors in the CBD is planned if
$3 million in funding can be acquired. A parking lot,
masquerading as a “vest pocket” park, has been
added. A museum will be constructed by the Ohio
Historical Society this year or next. At one time, the
state intended to develop a convention center project for
the CBD. The most ambitious project, which has yet to
be funded, involves the construction ot a large urban
park interspersed with retail, office and residential units.
Also during this period, at least three different hotel
projects, all requiring heavy public financing and sub-
sidies, were proposed but never got off the ground.
Finally, the city has sought the construction of a federal
courthouse for the CBD, a $10.6 million project. The
courthouse would merge 12 existing federal agencies
leasing space from landlords of private property into a
public building. According to the U.S. General Services
Administration, it would be used once or twice a year as
a court facility.

In spite of the millions of investment dollars, no one
has prepared any studies of the impact of, or the
demand for, these projects in the CBD. Some experts
believe mistakes of the past are repeating themselves.
Also in the 1980s, the city appears to be taking a step
backward in its development plans. Recall that the
“urban-renewal bulldozer” devastated the city. Now,
using CDBG funding, the city is demolishing houses
and clearing additional sites. Planners in the city have
become enamored with the notion of “land banking.”
Under this program, the city hopes to hold property for
future development.

Figure 5

Average Hourly Earnings in Manufacturing for the
Youngstown-Warren Labor Market, Ohio and the United
States, 1964-1984
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¢ Although few people have taken them seriously, public
projects for the future include: a “park of nations” at an
abandoned steel-production site for use by vendors
representing different nationalities; and diverting the
Mahoning River into the CBD to form a canal a/a San
Antonio.

Ronneburg Brewery. In early 1984, Kosmos Exports
of West Germany announced its intentions to build a $30
million brewery in the area. The plant would employ at
least 200 workers. In order for the project to proceed, the
company asked for and was granted a $9.3 million UDAG,
the largest ever awarded. A $2.5 million loan was obtained
from the state. About $10 million in industrial Revenue
Bonds was approved. The brewery was offered free land in
the MVEDC Youngstown Commerce Park. By 1986, in
spite of heavy commitments of public funds, the project
was dead. investors in the project could not or would not
provide, or were not adequately advised about, private
funding. )

An Interpretation of the Overall Effort

The redevelopment efforts thus far have most of the
following elements in common:

* Pjace vs. people. Nearly all of the strategies focus on
place-specific development issues, such as: industrial
parks, CBDs, abandoned mil! sites, vacant buildings,
and so on. As a censequence, development activity has
been targeted on material investments that tend to
ignore people. For example, much of the activity, if it is
successful at all, probably will not employ many of the
steelworkers displaced over the decade. Steelworkers
may not have appropriate skills or may not have the
desire or temperament to take certain kinds of jobs,
especially entry-level, low-paying ones. Disadvantaged
people in poor neighborhoods are not likely to benefit
from jobs created far from their homes, as there is
inadequate transportation for the poor.

* Supply-side vs. demand-side. Supply-side factors refer
to such things as labor, raw materials, transportation,
capital and taxes. Demand-side factors refer to the
market in which consumers, government, foreign
nations or industries purchase goods and services.
Regional efforts to date have focused on the supply-
side, with the exception of labor, while virtually ignoring
demand-side considerations. For example, the Mayor's
Task Force suggested that retail furniture stores might
work in the CBD, although no marketing study had been
conducted. This suggestion came in the wake of the
closing of the last downtown furniture store, an event
closely following the closing of three others in a four-
year period.

* Public subsidy vs. private investment. The private sector
continues to make major investments in the region, but
these investments are directed away from those areas
where the public sector feels compelled to invest. As
such, most of the investment in the strategies above has
required major public investment and subsidies, with
only minimal exposure by, or participation from, private
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investment. Ever larger sectors of the community are

beginning to owe their existence to government. In

some ways, the region is becoming a protectorate
much like Guam or the Virgin Islands.

Short-term vs. long-term. Many of the strategies, and

nearly all of those activities with a project focus, have

taken the short-term view to economic development.

They all aim at a quick solution to mass unemployment

through one or two large development efforts. This is

most clearly revealed in comments by public officials
that public buildings, even when unnecessary, ought
to be built because they create construction jobs.

e Public vs. private sector leadership. Although there is
considerable activity in the public and private sectors
in economic development, much of the *high profile”
efforts originate and are promoted by the public sector,
or as a so-called public/private partnership dominated
by public investment. The impression created is that the
private sector has abdicated its traditional responsi-
bilities — responsibilities the public sector has
assumed. The inference has been that the private
sector is inefficient in producing jobs.

* Fragmentation. As implied above, the proliferation of
development organizations or individuals pursuing
development has led to a fragmented effort at recovery.
Each group has its own agenda, which may or may not
be consistent with community-wide needs. Fragmenta-
tion is not necessarily bad in and of itself. But, in this
case, it reflects a divergence of goals in development (a
bad situation), rather than healthy competition (a good
situation).

Summary

This study shows how perplexing the Youngstown-
Warren economy actually is: an economy dominated by a
few precipitously declining durable goods manufacturers
alt of which are at risk of further retrenchment. Unlike
many other regions thriving on the diversification of indus-
try in non-durable goods production, the region has been
unable to capitalize on potential growth in this atrophied
sector. Because of massive unemployment and the dismal
prospect for jobs in manufacturing sectors, the locat non-
manufacturing sectors have not been able to create
enough jobs to absorb surplus labor in the area. To make
matters worse, the non-manufacturing sectors have not
performed as well as those in other urban economies.

Even where employment has increased, the region is
not benefiting as it should. High wages in manutacturing
(which ironically are continuing to rise even where there is
a surplus of skilled and unskilled labor) and the preva-
lence of union shops have probably discouraged new and
expanded business growth in the region.

It is not surprising from an economic development
perspective that even those initiatives that have g:reated
jobs elsewhere have had little effect on job creation here.
Add to this the misdirected and undirected effortsin
de.z'cpment, and it becomes clear that the region isin
trothle.
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An Alternative Path

Community feaders in both the public and private
sectors have become increasingly concerned about the
lack of progress the region has made in constructing a
response to mass unemployment in spite of the major
public investments made over the past decade. Out of this
frustration, the Youngstown Area Chamber of Commerce
and its Regional Growth Association, the Mahoning
county commissioners with their Community Improve-
ment Corporation, Youngstown State University, and the
Warren Area Chamber of Commerce have commissioned
the preparation of a strategy aimed at overcoming the
weaknesses of shortcomings of the efforts already in
place in the community. This effort will complément the
many productive activities pursued by other organiza-
tions. More specifically, this strategy is intended to have
the following characteristics: it is peopie-oriented, neutral
with regard to supply or demand (except as it relates to
human capital), requires very little public subsidy or
investment, places the private sector in a leadership role,
takes a long-term view, and reduces fragmentation by
providing an umbrelia under which other organizations
can work,

in view of the muitiple difficulties of the local econ-
omy, all of these characteristics translate into the need for
an unprecedented leve! of entrepreneurial activity. If peo-
ple wish to work, many will have to create jobs not only for
themselves, but for many others as well. Only the passage
of time will reveal how successful this effort will be vis-a-
vis previous initiatives.
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