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Cleveland Engineering Society Conference:

The Economic Impacts of Infrastructure Investments

· For the past 5 years, the Growth Association (GA) has given priority to championing strategic infrastructure investments in Northeast Ohio (NEO) to improve the region’s economic competitiveness and quality of life.    The desired end result is to attract, retain and create more jobs in NEO.

· The GA’s first foray into the “infrastructure world” was in the early 1980s when then Mayor Voinovich asked the GA to assist the public sector in addressing the myriad of infrastructure-related needs facing the City:

1. Cuyahoga River (on fire) and Lake Erie (had been declared dead) pollution,

2. Large bridges over the Cuyahoga River and arterial streets throughout the community were deteriorating rapidly creating safety and traffic problems,

3. The newly created RTA was facing correcting 20+ years of deferred maintenance on equipment and facilities,

4. The City Water Department was having difficulty meeting growing regional demands with an outdated system.

Furthermore, the City was in financial default.

Out of this request came Build Up Greater Cleveland (BUGC)—the innovative public-private infrastructure partnership—that initially focused on creating a 5-year capital infrastructure program for Cuyahoga County to provide a consensus request to Congress for additional infrastructure funding support.  Over the past 20 years, Greater Cleveland has become the “poster child” nationally for having a creative approach for addressing the preservation/rehab of EXISTING infrastructure systems to revitalize a deteriorating urban economy.

Since 1983, over $5 BILLION of infrastructure investments have been made in Cuyahoga County--$3 billion to the transportation system and $2 billion to the water and sewer systems—of which approximately 90% were for preservation or rehab projects.  It has often been stated that these investments were “the foundation for Cleveland’s renaissance in the 1990s” and have contributed mightily to the enhancement of the region’s quality of life.

· ROBEY’S INPUT:
Recently the GA Research Department used the GA’s input-output economic impact model to determine the impacts of the projected $2.9 billion investment in public works infrastructure in Cuyahoga County identified in BUGC’s 2001-2005 Community Capital Investment Strategy (CCIS).  The CCIS includes project inputs from the City of Cleveland, NEORSD, RTA, Cuyahoga County Engineer, Port Authority and ODOT.  

The quantified impacts were classified under 3 outcomes for Cuyahoga County and the 8-County CMSA:

1. employment

2. gross regional product (GRP)

3. disposable personal income

EMPLOYMENT
13,725 average annual new jobs (2001-2005) in Cuyahoga County.

15,000+ average annual new jobs in CMSA

While the construction industry experiences the greatest employment impact (approx. 50%), all sectors of the regional economy experience some level of impact (e.g., suppliers/service industries).

GROSS REGIONAL PRODUCT

GRP is the value-added contribution of LABOR to the production of goods and services.

The projected total change in GRP resulting from this 5-year $2.9 billion infrastructure investment is approximately $4 billion.

DISPOSABLE PERSONAL INCOME

The value of earnings to workers (after taxes) in Cuyahoga County is $2 billion (over the 5-year period) and $2.67 billion for the CMSA.

These economic impacts do not include the following impacts, that  are difficult to quantify, but are often identified as benefits generated by infrastructure investments:

1. improved safety/fewer accidents

2. reduced commuting times

3. improved productivity, especially related to the movement of goods

4. improved community health/lower health care costs

5. reduced air pollution

6. improved water quality

7. enhanced  ability to retain/attract businesses

· Today, the GA is focusing its attention on how to better leverage the region’s unique natural assets—Lake Erie and the Cuyahoga River—to stimulate increased economic development and quality of life in NEO.  Each initiative has a strong infrastructure focus.

· RECLAIMING THE LAKEFRONT—Reconfigure the existing Shoreway to improve public access to Cleveland’s 8+ miles of lakefront while creating hundreds of acres of lakefront land (mostly in the public domain) for redevelopment.  One of the major reasons why people want to access Lake Erie is a direct result of the NEORSD’s (Regional Sewer District) over $1 billion of improvements to the region’s sanitary sewer system that resulted in vastly improved water quality in Lake Erie.  Lakefront planning is currently underway to define the appropriate mix of recreational and development land uses for the reclaimed land resulting from the Shoreway’s reconfiguration .

· REVITALIZATION OF THE CUYAHOGA RIVER VALLEY (CRV)

1. In cooperation with Cuyahoga County, Ohio & Erie Canal Association, Cleveland Metroparks and Cuyahoga Valley National Park, the GA is embarking on a new initiative to stimulate the industrial revitalization of the CRV in a manner that would complement existing and planned efforts to enhance the recreational, ecological and environmental potential of the CRV.

2. Much of the industrial history of this region was stimulated by a high quality water transportation system, along the northern portion of the CRV, that cost-effectively moved large quantities of bulk materials used for steel making, petroleum refining and construction.

3. However, the future industrial growth of the region is now more dependent on the development of new types of manufacturing that are more dependent on quality truck access.  Since the northern portion of the CRV contains one of the highest concentrations of vacant and/or underutilized industrial land in NEO, the GA strongly believes that a strategic component of its regional economic development agenda most be focused on the CRV.  In addition, the GA is taking a leadership role in ODOT’s Innerbelt Study and the Flats Transportation Study to improve truck  access to the many industrial redevelopment assets within the CRV.  Simultaneously, the GA is placing a priority on enhancing pedestrian, bicycle and auto access to, from and within the CRV to maximize the recreation potential, and thus regional quality of life, of this underutilized waterfront asset.

4. The GA is also working closely with the NEORSD and applicable local governments to address existing Combined Sewer Overflows (CSO) and storm water-related challenges facing the CRV to insure that the water quality of the Cuyahoga River supports the emerging economic and recreational strategies associated with this natural asset.

· There are 2 other strategic infrastructure initiatives that the GA is supporting because of their regional economic development potential:

1. EUCLID CORRIDOR TRANSPORTATION PROJECT:  Recently most of the public attention has been focused on the Bus Rapid Transit and streetscape enhancement aspects of the ECTP.  However, the primary reason that the GA has been championing the ECTP over the past 6 years is the considerable development potential associated with this project in the Lower Euclid Avenue area (primarily mixed use retail and housing), the Midtown Cleveland area (light industrial/commercial, especially related to bioenterprise spinoffs) and University Circle/Cleveland Clinic area ( primarily associated with bioenterprise research and incubator facilities).  Because of the above development potential and the considerable fiber optic capacity already existing within Euclid Avenue, the ECTP should be the catalyst for making the Euclid Avenue Corridor the focal point for technology development in the region.

2. CLEVELAND HOPKINS INTERNATIONAL AIRPORT (CHIA).  For the past 5 years, the GA has been the primary champion, in partnership with the City of Cleveland, for expanding the capacity of CHIA.  The primary rationale for this focus was because the business community realized that CHIA was not a competitive airport, and if it was not improved, it was going to be impossible to achieve Northeast Ohio’s economic development goals.  

Now that a program is well underway to making CHIA a competitive international air hub, the GA is championing a companion  development/infrastructure initiative to leverage the investments being made at CHIA to stimulate an Airfront (an area within a 1-1.5 mile radius of CHIA) economic development strategy.  Dave Goss will be discussing this Airfront development and surface transportation concept in more depth at the Track1:  Beyond the Runways session immediately following this session.

· We are very deficient in this region in undertaking the necessary analyses to QUANTIFY the impacts of the infrastructure investments we have made.  Thus, it is difficult to use past experience to help guide future decision making.  In preparation for this meeting the GA staff, in cooperation with CSU, undertook a national literature search to determine what other regions have done to measure the economic impacts of large scale, publically financed infrastructure projects.  We discovered we are not alone in this deficiency.  It seems once a project is constructed, there is little incentive anywhere to spend funds to see if “promised” benefits/impacts actually are achieved.  Furthermore, we spend a lot time and effort developing environment impact statements to allow major infrastructure projects to proceed, but we provide no resources to determine if these statements have been good predictors of the future.  

· The primary economic impact of transportation investments, based on this literature search, is improved PRODUCTIVITY, such as lower costs of moving goods, improved access to markets, just-in-time processing efficiencies and reduced commute time for employees.  While this type of impact is important to the business community, it is in reality a small element of the total economic benefits to the community resulting from most large scale infrastructure investments.  For example, to make better infrastructure investment decisions in the future, in an environment with scarce funding resources, we need better analytical tools to measure a project’s impacts on a region’s quality of life and to quantify the economic development impacts that were leveraged as a direct result of a project investment.  Therefore, in closing today, I challenge the academic community and public sector infrastructure agencies in Northeast Ohio to join forces with the GA to correct these impact measurement deficiencies so that future infrastructure investment decisions in Northeast Ohio are based on solid facts, not qualitative desires! 

