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                        INVESTMENT SUMMARY


PHILADELPHIA REGIONAL OFFICE
	Applicant:   Delaware Economic Development   Office
	EDA Investment:     $400,000      

	Project Location:  Dover, Delaware
	Total Project Cost:  $500,000

	Control No.:  
	Private Investment:  N/A  

	County:   New Castle, Kent, Sussex   
State:   Delaware

Program Type:  Economic Adjustment Strategy

	Jobs:  0 new ; 0 retained

PI investment to EDA investment ratio:

4:1

	Total Public Initiative: $400,000
	EDA investment per new and retained job ratio: N/A

	NAICS Code of Primary Beneficiary: 926110
	Date Submitted:  6-12-2009

	Name and phone number of investment POC: Jeff Stone, Director, Infrastructure and Intergovernmental Relations  (302) 672-6849

	

	· IOP Goal Supported by This Investment:  Maintain global competitiveness in innovation and key industries such as green technology and aviation.

	· Top 3 IOP Goals for Economic Region: 1) Support investments to develop infrastructure necessary to assist in the transition to globally competitive technology based industries, 2) Assist communities in increasing the availability of broadband and other telecommunications access in order to promote the growth of technology based clusters and to promote increased access to global markets, 3) Support initiatives to strengthen the competitive position of the Bio/Life/Health Sciences cluster in the region, specifically initiatives which enhance existing regional innovation and which promote collaboration with existing university center initiatives. 



	REO Economic Region(s): Northeast Corridor and Harvest Region


Eligibility and Grant Rate:  The State of Delaware qualifies for a minimum 50% investment rate, based on the State’s 24-month unemployment rate, as reported in the 2005-2007 American Community Survey.  Due to global, national, regional and state crises in the banking, credit, financial services, real estate and manufacturing sectors resulting in increasing unemployment, Delaware may qualify for up to a maximum 80% investment rate.  Delaware has experienced recent severe economic dislocations over the past year, most notable of which was the shutdown of the Chrysler Automotive Assembly plant in Newark, DE and the upcoming closing of the General Motors Assembly plant in Newport, resulting in more than 1,200 layoffs and numerous supplier plant closures and staff reductions.  
Funding Priority:  (A1) Proposals that enhance regional competitiveness and support long-term development of the regional economy; and (A2) Plan and implement strategies for sudden and severe dislocations.
Project Description: The State of Delaware, through the Delaware Economic Development Office (DEDO) proposes to utilize EDA Economic Adjustment Program Assistance to address recent changes in the global, national, regional, state and local economies that have resulted in sudden and severe economic dislocations across multiple industries, especially in traditional manufacturing, resulting in significant layoffs and plant closures.  
DEDO is requesting $400,000 from EDA to engage a qualified economic development consultant to conduct the analysis described above and assist the State in preparing its action plan based on the findings.  This represents 80% of the project cost of $500,000.  This high contribution percentage is requested due to the State’s extremely large budget deficit for Fiscal Year 2010.  The State will match the EDA’s $400,000 with cash, cash contributions from county governments and other partners and significant in-kind contributions from the State and the Counties. 
The proposed investment involves formulation of a strategy to address economic changes and disruptions in several industry sectors, including Automotive, Aviation, Chemicals, Banking and Financial Services.  The results of this analysis will be incorporated into a long-term, economic development strategy and action plan for the State of Delaware.  This strategy will identify actions, tasks, and partners needed to fully implement the strategy in a specified time.
The scope of work will include:

1. Conducting a multi-faceted review of the past, current and future trends in manufacturing in Delaware, the region and the nation and their effects on the State;
2. Comparing Delaware to at least six states that have been highly successful in retaining and attracting manufacturing companies, analyze and contrast their best practices with Delaware and provide the State and its Counties with a clear definition of existing impediments to retaining and growing existing manufacturing in the respective jurisdictions with recommendations for actions to remove those impediments;
3. Preparing a concise, priority list of growing manufacturing industries by NAICS code that are the most compatible with a Delaware location, with a special emphasis on the reuse of the former Astro Power, Chrysler and General Motors Assembly Plants in New Castle County, DE; the former Dow Reichold and Pliant Corporation Facilities in Kent County, DE; and the Invista facility in Sussex County, DE;
4. Preparing recommendations for the highest and best reuse of the specific sites listed above and recommended actions to be taken by the state and counties to encourage successful reuse; and
5. Preparing an analysis of the opportunities for Delaware to grow and attract ‘green’ industries and aviation related manufacturers with specific recommendations as to what actions will be needed by the state and counties to be successful.
Background:   
Delaware lost over 4,300 manufacturing jobs from 2008/2009 and over 6,800 manufacturing jobs from 2003 through 2009. 

The manufacturing sector in Delaware has experienced a dramatic decline over the past six years.  Companies that were at one time recognized as the backbone of our State’s economy have closed their doors and laid off thousands of Delaware workers.  Six years ago, the State of Delaware was the home of two major automobile assembly plants, one each for Chrysler and General Motors. In 2001, these plants alone employed over 2,440 and by the end of July 2009 will employ 0.  In a state with a population of just over 800,000, this is an enormous loss to absorb.  The gravity of this decline was noted by the recent visit of Dr. Ed Montgomery, President Obama’s Director of Recovery for Auto Communities and Workers, to Delaware to meet with Governor Markell, the State Legislative Delegation, and key members of Governor Markell’s Cabinet. 

However, the full story is much worse than just the loss of Chrysler and GM.  The manufacturing sector in Delaware has seen its employment drop 15.58% from 2001-2007, a decline of over 6,000 jobs.  Kent County has been most impacted, experiencing a 35.72% decline in the manufacturing sector. 

The unemployment rate in Delaware has steadily increased from 3.5% in 2001 to 7.5% currently and this is expected to continue to increase along with the national rate over the next several quarters.  The unemployment rates by county are New Castle - 7.5%, Kent - 7.5% and Sussex County with the highest rate at 7.6%.  

The decline of the manufacturing sector has not only cost direct jobs but those local secondary service jobs that depended on the spending of those employed in manufacturing.  Local jurisdictions face the loss local tax revenues as well, as previously prosperous facilities are shuttered.

In all three counties of Delaware, significant sites formerly hosting large scale manufacturing facilities now are dormant.  These present a challenge, as well as an opportunity to convert and reuse them for newer emerging growth industries.  Specifically, there are five major sites, one in Sussex, two in Kent and three in New Castle County that are critical to return to a productive use as rapidly as possible.  They are the Astro Power, Chrysler and General Motors assembly plants in New Castle, the Pliant and Dow Reichold facilities in Kent and the Invista site in Sussex.  
Delaware has several emerging “green” technology sectors in which the State has a leadership role.  In the area of wind energy, the state has jumpstarted the industry in the United States with its historic power purchase agreement (PPA) between Bluewater Wind and Delmarva Power, garnering national and international attention and stimulating other states to solicit projects. Delaware has an opportunity to develop a significant wind energy industry across a broad spectrum of sectors involved in the industry.  Delaware has a strong foundation in the basic industries needed to support the emerging wind energy sector.  For example, the Port of Wilmington can and has used its specialty handling capabilities to offload imported components from deepwater ships, and can easily load imported components onto barges to transport to an assembly site.  Evraz, formerly Claymont steel is an active structural steel producer with the potential for manufacturing sub-surface piles for offshore turbines.  Philadelphia Gear manufactures large, high precision gearboxes such as those for wind turbines. The company has a new 44,000 square foot facility with enhanced 1,500 horsepower test stand capability and 25 ton crane capacity.  DelStar Technologies produces a high performance fabric used in the manufacturing of wind turbine blades.  
The University of Delaware Center (U.D.) for Carbon-free Power Integration is the lead university research group in the U.S. on off-shore wind.  U.D.’s Center for Composite Materials is also considered world class in conducting research on materials and design of advanced wind turbine blades.  
Today approximately 300 people are employed in the solar industry in the State of Delaware.  Lead employers are GE Energy’s manufacturing plant and DuPont.  All of the above are engaged in the area of PV solar, the direct conversion of sunlight to electricity.  There is little activity in solar thermal for water or space heating, or solar pool heating which are both big opportunities for growth in Delaware.

At the U.D., the following Research Centers and Programs are directly involved in solar energy conversion research: Energy Institute, Institute of Energy Conversion (IEC), and the Center for Catalytic Science & Technology. The IEC is a nationally recognized center of excellence.
The core aviation industry in Delaware today includes: (1) aircraft manufacturing, (2) other aircraft parts and auxiliary equipment manufacturing, (3) air transportation, (4) support activities for transportation, (5) educational services to support the air transportation industry.  Delaware Department of Labor estimates that the core of aviation industry currently employs 1,543 people.  The projected growth of the industry is Delaware’s upwards of 6,000 total jobs by 2016, a 400 percent increase.  Delaware’s roster of aviation businesses include global names such as Dassault, DeCrane Aerospace and ILC, maker of astronauts space suits along with more local names such as Summit Aviation.  
This analysis will provide suggestions for sharing and capitalizing on efforts made by the Center for Automotive Research (CAR) with DEDO. The CAR Automotive Communities Program (ACP) will assist Delaware with maintaining a regional connection as related to the automotive industry. The CAR maintains close contact with economic development regions/areas that have a vested interest in the success of the automotive industry due to the economic need in the area.  In the past, Delaware has been heavily reliant on the jobs and capital generated through the automotive industry.  
Impact:    

The outcomes of this project will provide Delaware with a comprehensive economic development strategy to grow and attract new manufacturing operations to the State.  It will provide the basis for a special focus on emerging ‘green’ technologies, as well as a clear strategy for enhancing the substantial aviation industry operations already present in the State.  Additionally, it will provide Delaware, and specifically each county, with a clear definition of impediments to retaining and growing existing manufacturing with recommendations for actions to remove those impediments.

No other federal grants have been received by the applicant in the last three years, and the proposal does not qualify for any other federal economic development grant programs.  The applicant receives CDBG grant money that is committed to other activities. 

FY 2009 INVESTMENT ANALYSIS
1. The proposed investment is market-based and results driven: 
The proposed analysis and action plan is necessary for Delaware and its component counties to qualitatively assess the economic drivers impacting the state’s economy and create a logical, market-based action plan to implement the vision of diversifying the state’s economy.  This project is a high economic development priority necessary to any efforts to offset the serious job and tax losses in Delaware from the shrinking automotive, banking and commodities industries.
2. The proposed investment has strong organizational leadership: 
Delaware Economic Development Office (DEDO) will be the lead state agency for this project.  DEDO staff have significant experience in managing projects and analysis and delivering results in a business oriented manner.  DEDO will involve other critical state agencies such as the Department of Labor, Department of Education and Department of Agriculture.  DEDO will also involve economic development leadership from each county and will utilize the CEDS Strategy Committee as a primary progress review mechanism during the course of the analysis.
3. The proposed investment will advance productivity, innovation and entrepreneurship: 
This analysis will provide Delaware with a path forward to reengineering its economy, diversifying from its legacy industries to become better aligned with growing 21st century sectors and to further enhance the entrepreneurship environment in the State.  It will be a blueprint as to how to utilize the existing resources, Universities, school systems and current business community to provide the foundation and linkages needed to establish an enhanced and broadened economic base.  
4. The proposed investment looks beyond the immediate economic horizon, anticipate economic changes and diversify the local and regional economy:
The focus of this project is to provide the foundation for the creation of a long-term comprehensive economic development strategy for the State of Delaware that utilizes and builds upon the strengths of the region to attract complementary emerging industry sectors while seeking to retain the sectors of our legacy industries that are future oriented and provide opportunities for future growth and job creation.   This region has robust potential in life sciences, renewable energy, information technology, and advanced materials. 

Additionally, as a result of the recent BRAC, Aberdeen, MD has become the technology nexus of 14 Army research commands. The close proximity of Aberdeen to Delaware and the University of Delaware, with their significant education and research capabilities, will create additional demand for technology oriented jobs and services on a regional basis. 
5. The proposed investment demonstrates a high degree of commitment by exhibiting:  (a) High levels of local government or non-profit matching funds and private sector leverage; (b) Clear and unified leadership and support by local elected officials; and (c) Strong cooperation between the business sector, relevant regional partners and local, state and federal governments:
The collapse of the automotive industry in Delaware, the dramatic job shrinkage of the financial institutions, material and manufacturing companies and ongoing real estate issues have caused a 25% shortfall in the state budget. This will require draconian steps to balance and severely limits the ability of the state to provide more than minimum levels of matching funds for this project.  Maximum Federal assistance for planning is essential if Delaware is to regain economic momentum and stability.  
This application has the support of the State of Delaware, as well as the Delaware Congressional Delegation and will involve partners in the private sector, as well as local governments within the state and potentially regional partners such as Select Greater Philadelphia.  
Assisting the State of Delaware and the Delaware Economic Development Office with this investment meets EDA’s FY 2009 Investment Policy Guidelines, in addition to the current statutory and regulatory requirements for regional eligibility, and evaluation and selection (42 U.S.C. § 3121 et seq.; 13 C.F.R. chapter III).  

IRC Action:  The IRC met on      2009, and recommends inviting an application in the amount requested ($400,000). 

