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On January 21, 2022, officials from Intel Corp. and the state of Ohio announced the
largest development prize in the history of the state. The agreement called for the
California-based computer chip maker to invest $20 billion in Ohio to build two
semiconductor fabrication plants employing at least 3,000 workers. These jobs are
expected to pay, on average, $137,000 a year.

Ohio reportedly beat out 40 other states. Not only is the investment expected to
produce 3,000 jobs when the plants open in 2025, but it is also projected to produce
7,000 one-time construction jobs. In addition, Intel estimates that another 10,000
permanent jobs will be created by suppliers who move to the area, as well as additional
support jobs in distribution, retail, entertainment, health care and other businesses. In
exchange for Intel’s planned investment, Ohio promised more than $2 billion in
incentives.?

Company leaders have expressed a desire to expand these facilities even further
over time. Ohio development officials also expect that this commitment from a
California firm that had not previously invested in Ohio will serve as a catalyst to
attract other companies to the state.?

A Look Back

Many observers compared this deal to the Ohio and Honda Motor Co. partnership,
arguably one of the most successful in the country. The Japanese automaker had no
presence in Ohio until recruited here by former Gov. James A. Rhodes. The
partnership began modestly with the opening of a $35 million motorcycle plant in
Marysville in 1979 that initially employed 64 people. Three years later, Honda opened
an auto assembly plant in Marysville, followed by an engine plant in Anna in 1985 and
another assembly plant in East Liberty in 1989.

By its 40™ anniversary in Ohio in 2019, Honda could claim an $11 billion investment
and more than 15,000 employees in the state. Honda suppliers were reported to employ
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thousands more.* By any measure, Honda has been a great success for the state of
Ohio.

But Honda’s success is not always repeated in large development projects. At about
the same time Honda was building its motorcycle plant, the Commonwealth of
Pennsylvania announced it had reached a deal with Volkswagen to open a plant in New
Stanton to employ 20,000 people making Volkswagen Rabbits. The plant was built, but
the German automaker’s Rabbit never took off with consumers. The facility closed just
10 years later, leaving 2,500 workers jobless and Pennsylvania taxpayers with a $70
million loss.®

A more recent example of the vagaries of large development projects occurred in
2017, when Wisconsin officials announced a huge deal with Taiwanese electronics
maker Foxconn to build a $5 billion plant purported to employ 3,000 workers by 2020
and 13,000 by 2022. The workers would make flat-panel displays for cell phones and
other products. The state offered a whopping $3 billion in incentives. Foxconn never
delivered on its promises, and the deal has since been scaled back significantly. The
number of jobs Foxconn created in Wisconsin as of the end of 2021 was just 579.6 Intel
is no Foxconn, which carries with it a reputation for not following through on
development announcements.” However, no development deal is totally exempt from
the uncertainties of markets and changing realities.

Even more recently, we witnessed how market dynamics can affect investment
decisions. In May 2021, New York-based Peloton, maker of popular, high-end exercise
bikes, announced it would invest $400 million in a new plant in Northwest Ohio that
would employ 2,000 when it opened in 2023. Barely nine months later, amid a drop-off
in customer demand, the company saw its stock price plummet, changed its
management team and decided to scrap plans for its Ohio plant.?

Experience has shown that announcing jobs and creating jobs are far from one and
the same. Intel is not Peloton, Foxconn nor Volkswagen, but it does exist in a very
competitive industry where success is not guaranteed. Intel is a financially solid
company that is a leader in a vital industry, and federal legislation to assist domestic
chip makers has now passed both the House and Senate. The legislation should give
Intel a boost, but Wall Street analysts are divided as to the company’s future growth
prospects.®

Another challenge involves the impact on the rest of Ohio’s economy. A factory of
this size is not without precedent. In 1964, General Motors broke ground for a new
plant on 1,000 acres of vacant land in Lordstown in Trumbull County. It was described
at the time as the largest and most advanced auto assembly plant in the world. The
facility was expected to employ 4,500 workers when it opened in 1966 to build popular
Chevy models and then to grow to 8,000 employees.°



Ohio 2022 Intel Supplement V 1.4

In fact, the GM plant at Lordstown did even better, employing 10,500 workers at its
peak in 1985. But after a very successful 20-year run, Chevy and other domestic auto
products lost their dominant market position. Employment at Lordstown dropped
steadily to fewer than 1,500 workers before GM announced it would close the facility in
2019.1

Meanwhile, the Honda plants in central Ohio continued to grow and provide even
more good-paying jobs. But during this entire period, from the time the Lordstown
plant opened and through Honda’s surge, Ohio’s growth in jobs and in per capita
income continued to lag the nation as a whole. This is not a reflection on GM or Honda;
the decline would have been much more severe without them. Instead, it underscores
the magnitude of the challenge of turning around a large and complex state economy.
These issues are discussed in more detail in our report on Transforming Ohio’s Economy.

A Look Ahead

There is no silver bullet here. Gov. Mike DeWine and his team have earned the right to
take a victory lap to celebrate what has the potential to be a blg win for Ohio, but the
race is not over, and years of hard work remain.

Job One will be to successfully open the first semiconductor fabricating plants on
schedule. That may not be as easy as it sounds. These plants are extremely
sophisticated and expensive. Intel has not opened a new plant in 40 years. Ohio has
opened many new manufacturing plants but nothing like this. The learning curve will
be steep.’? This project will require 7,000 construction workers at a time when both
skilled workers and building materials are already in short supply due to lingering
effects of the COVID pandemic and efforts to mitigate its spread. State and Intel
officials are aware of all this and will need to work together to overcome any
unanticipated roadblocks.

Job Two is less immediate but no less important. It may take years for the full impact
of this investment to play out fully. Meanwhile, state officials need to decide where
they want to place their focus. When JobsOhio was created in 2011, the Kasich
administration developed a list of nine targeted industries, including advanced
manufacturing, to provide some discipline and focus geared toward Ohio’s unique
strengths and needs.®®

- But should Ohio focus on becoming the “Silicon Valley of the Midwest,” as some
have suggested, or should it continue to emphasize other targeted industries as well?
Ohio officials are able to do more than one thing at a time, but capacity is not
unlimited. This means finding the right balance in supporting expansion plans of
Ohio’s established companies, attracting firms that align with demonstrated strengths
and nurturing startups with potential to become the high-growth firms of the future. 4
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What Ohio doesn’t need is for a future governor to find it necessary to express
buyer’s remorse, as former Pennsylvania Gov. Richard Thornburgh did about the VW
Rabbit deal when he was quoted as saying it may be better “to have 50 small companies
with 100 employees each” than one with 5,000.2 Ohio needs a mix of large, headline-
grabbing wins and smaller, steady gains to secure a thriving economy.

Questions for the Next Governor

Assuming this deal goes forward as described, it poses the following questions for
whoever is the next governor of Ohio:

1. Intel’s decision to invest here reflects its confidence in Ohio’s ability to meet
certain commitments, not only regarding land and incentives, but also in terms of
support for related infrastructure and access to skilled workers. What would you do as
the next governor to ensure these commitments are met?

2. Intel’s decision to invest here also includes commitments on its part, not only in
terms of creating high-wage jobs, but also in protecting Ohio’s environment by
recycling water and developing clean energy sources. What would you do as the next
governor to ensure these commitments are met?

3. Intel’s investment will provide a major boost to the regional economy, but it will
also create pressure on the local transportation network, local school districts and the
local housing market. What role, if any, would you see the state taking to assist these
communities with this transition?

4. Intel’s investment promises to bring many benefits to the economy of central
Ohio, but the benefits will be less obvious to other parts of the state. This is especially
true of Forgotten Ohio, such as those communities in Appalachia, the Mahoning Valley
and the Miami Valley that have been hit hard by economic dislocation for more than
half a century. What would you do as governor to help these communities prosper and
grow?

5. How should Ohio pursue the effort to create a “Silicon Valley of the Midwest”?
How can the governor assure this can be done without losing focus on supporting
existing Ohio employers and nurturing startups among the state’s more established
industries of economic dominance?

The findings, conclusions and recommendations expressed in this document are
the product of research conducted by the authors and do not represent the views
of either the John Glenn College of Public Affairs or The Ohio State University.
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