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Chapter Three

A McDonald’s That
Reflects the Soul of a People

Hough Area Development Corpo'fation and
Community Development in Cleveland

Nishani Frazier

Professional smiles, proud faces, and business-clad Black activists sporting
perfectly coiffed naturals dot the pages of the Hough Area Development
Corporation's 1974-75 Annual Report, titled Building a Community That
Reflects the Soul of Its People.! The community activists of Hough Area Develop-
ment Corporation (HADC) had reason to be proud. Cleveland’s Black activ-
ists built an organization whose work ranked among the most unique and
innovative of efforts for economic growth in the Black power era. Founded
in 1967, several years before this 1974 Annual Report, HADC boasted sig-
nificant achievements in banking, job training, housing, employment, and
“individual business ownership. By 1973, HADC had also purchased its own
companies—among them two franchise restaurants of the McDonald's Cor-
poration—which proved to be HADC’s leading businesses in community eco-
nomic development.

HADC’s acquisition of the two McDonald’s restaurants changed the ter
rain of Black power in Cleveland in the late 1960s and early 1970s through
its embrace of a Black economic development model that both broadened

. Black access to wealth and challenged narrow definitions of Black capitalism.
The McDonald’s restaurants became experiments in a form of community
capitalism that eschewed the usual business model of individual franchise
ownership and low-wage labor and offered alternative opportunities to build
collective wealth over time. In doing so, HADC attempted to strike at the
heart of mass poverty and address the realities of financial inequality for the
greater Black community. This approach to Black economic power was far
more dynamic and potentially transformative than the more recognized and

- 4

A MCDONALD'S THAT REFLECTS THE $OUL OF A PEOPLE 69

accepted “Black capitalism™ that embraced freé market ideas and effectively
limited wealth to a few. ‘

Two conflicts, however, hampered the success of HADC's community capital-
ism project. The first was internal dissension within the Cleveland-based Black
nationalist organization Operation Black Unity (OBU), over who should own
the McDonald’s restaurants, which ultimately led HADG away from its activist
beginnings. The second dispute concerned the transfer of power from execu-
tive director DeForest Brown to his successor Frank Anderson. Both develop-
ments derailed HADC from its initial mission and eventually hampered the
organization’s use of a community capitalism prototype to remedy Black pov-
erty. These conflicts illustrated both the external pressures and the ideological
disagreements that foreclosed collective strategies of building Black wealth and
economic independence, and contributed to the eventual demise of HADC.,

Community Development Corporations
and the Emergence of “the Machine”

In 1966, the term “Black power” entered the American mainstream. With two
words, the phrase captured the changing dynamics of the 1960s freedom move-
ment. The Black community militantly challenged the slow end to de facto
and de jure discrimination. Black power advocates called for political, social,
cultural, and economic participation'in every aspect of American society. Black
political power made headway in many areas across the United States. Unham-
pered voter participation led to the election of Black politicians in all facets of
government from town and city halls, to the statehcuse, to Capitol Hill. Cul-
turally, Black power found expression in fashion, television and film, music,
naming traditions, and the celebration of body image. Socially, Black power
ranged from control of school boards, independent schools, and Black studies
programs in unijversities to community and national unity groups.

Economic power, in particular, became a central component of Black
power. The movement attacked economic inequality, but much of its rheto-
ric seemed to adhere to a Black version of good old American laissez-faire
capitalismn to address wealth disparity. The “Black capitalist” approach offered
to transform Black inequity by expanding business opporiunities to a select
number of Black owners who would then extend employment opportunities
to others. Widely publicized projects, such as Floyd McKissick's Soul City and
President Richard Nixon'’s Office of Minority Business Enterprise, propagated
the ideals of free market participation by Black businesses and in the process
reduced Black economic power to Black capitalism.?

Contrary to popular belief, African Americans sought Black economic -
power through a variety of strategies and launched economic experiments
that departed from Black capitalism in response to the needs and commitments
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of local people. Indeed, a number of activists and movement critics opposed
much of Black capitalism as an illegitimate method for addressing the
entrenched poverty of the Black community. Leading this charge was Robert
Allen, whose 1969 Black Awakening in Capitalist America was among the earliest
and most searing condemnations of Black capitalism. Allen argued that Black
capitalism amounted to the formation of an elite stratum of Black bourgeoisie
that acted as the face for white oligarchs. Worse, Black capitalists who part-
nered with Republican Richard Nixon’s administration all but confirmed for
Allen that the Black community was being sold into capitalist servitude. Earl
Ofari Hutchinson, another critic of Black capitalism, wrote: “Like its protector
American corporate capitalism, {Black capitalism] polarized the Black com-
mupity to the point where a small clique tightened its hold on the reins of
leadership.”® For Hutchinson, Black business ownership had little relevance to
the broader Black community.

Many Black activists embraced portions of Hutchinson's and Allen’s cri-
tiques. Capitalism had systematically prevented Black wealth building. But even
so, there was wide acknowledgment that capitalism would remain the nation’s
economic system.? In addition, massive funds were urgently needed to change
" the material existence of the Black poor. Thus, a pragmatic question emerged:
how could Black activists make capitalism more accessible to the poor? Com-
munity development corporations (CDGs) emerged as a middle ground
between free market Black capitalism and anticapitalist/Marxist views.

Utilizing federal, state, city, foundation, and corporate money, CDCs
attempted to lift Black people out of poverty through job training, homeowner-
ship, banking access, low-interest loans, and employment opportunities. CDCs
also formulated new ways of manipulating the American capitalist structure
to increase participation by poor Black communities. Scholars, policymakers,
and economists worked in tandem with CDGs to expand and ‘push capitalism
toward a more inclusive system—often called community capitalism.®

Like Black economic power, approaches to community capitalism varied.
The Congress of Racial Equality (CORE}, for example, submitted a legislative

proposal that would create a national domestic development bank to facilitate

Black CDCs.” Economist Louis Kelso argued that “ghetto” enterprises could
provide employee stock options or facilitate the extension of credit as wealth-
producing techniques. Other observers suggested building wealth by purchas-
ing stock dividends in community businesses, which helped establish credit,
provided additional income, and set the stage for a level of participation in the
capitalist system beyond mere ownership of an enterprise.® CDCs' multifaceted
approach to community capitalism included credit unions, social service proj-
ects, stock options, and group employee ownership.

Many major cities were beginning to form CDCs in the 1960s. The federal
government provided funds to catalyze such efforts, but few CDGs received
adequate funding to carry out their proposals, and many initially relied on
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the resourcefulness of local leaders. The Office of Economic Opportunity

(OXO), estabiished under President Lyndon Johnson in 1964, provided

financial assistance to people struggling for economic parity and develop--
ment. The OEO initially administered the War on Poverty programs, buc it

also played a pivotal role in furiding local CDCs operating in poor Black com-

munities across the United States.?

One such community in Cleveland formed the Hough Area Development
Corporation to assist its neighborhood. Hough was initially a white middle-
class enclave, but white flight and Black migradon following World War I
turned the community Black almost overnight. By the 1960s, Hough was one
of the most dilapidated areas on Cleveland’s majority-Black east side. When
a six-day riot in Hough rocked Cleveland in 1966, the deterforating state of
the community and Mayor Ralph Locher’s ineffectual response drew local and
national attention and ultimately bolstered HADC's formation, ¢

After the riot, Black community leaders, concerned about the distribution
of recovery funds slated for Hough's revitalization, formed the Hough Area
Development Corporation. The organization entered the nexus of Black power

- activism and economic development in April 1967 when DeForest Brown, a

social worker and civil rights activist, created a loose-knit group whose mission
was to ensure the proper use of federal funds for urban renewal and poverty
programs. Brown was joined by forty community leaders and Black profession-
als (most of whom were connected to the Cleveland civil rights movement)
who dubbed their unofficial entity “the machine.” What began as an informal
discussion about community control of revitalization funds became a reality
when the group met in 1967 at Lancer Steakhouse to launch an economic
development corporation underwritten with their own money. This caveat was
particularly important in that the organization initially attempted to be inde-
pendent from outside influence. Cofounder DeForest Brown was selected as
HADC’s executive director.!! With only internal funding from its members,
HADC began as a watchdog organization monitoring the emergence of busi-
nesses and community institutions, identifying those that provided or with-
held neighborhood assistance. HADC soon expanded its acrivities to include
researching the viability of low-income housing and the causes of Hough's eco-
nomic deprivation.12

As HADC plotted a more aggressive economic course, it applied for
funding from various local foundations and corporationé and, in the pro-
cess, attracted the attention of the Office of Economic Opportunity. HADC
appealed to the OEO for a number of reasons. It represented a large cross-
section of activists, community leaders, and professionals who supported
OEO's mission. It was selfstarted, and it targeted a defined portion of the
city. And HADC had already begun an economic development project with a
grant from Cleveland Nowl!, a program of Cieveland’s new mayor, Carl Stokes.
It helped, too, that Hough was located in a city of critical importance to the
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Democratic presidential nominee, Hubert H. Humphrey. These factors made
HADC an ideal target for the OEO, which encouraged the organization to
apply for a grant. In July 1968, Humphrey announced that HADC would be
the first CDC to receive $1.5 million, making it the most well-funded in the
nation. It would remain so after receiving consecutive grants from the OEO
through 1974.13

With OEO, local, city, and foundaton funding secured, HADC immedi-
ately determined which businesses would be most appropriate for the commu-
nity. In so doing, HADC created its first business, Community Products Inc, a
manufacturing company that produced rubber parts for the automobile indus-
try. Community Products expected to employ five hundred Hough residents,
many of whom were women formerly on welfare, over four years. HADC served
as the holding company for Community Products until the company reached
solvency—at which point, its profits were deposited into a general fund to sus-
tain HADC’s community work and facilitate other start-up businesses. The rub-
ber venture was a first siep toward creating employment for Hough residents,
restoring their economic independence, and generating a model for commu-
nity ownership of neighborhood businesses.

Within the first couple of years, HADC provided venture capital for new
businesses; consultaton for small business owners, and job training and educa-
tion for Hough's residents. In addition, it produced proposals for a six-hun-
dred-unit low-income housing development, a credit union, the Handyman
Maintenance Services Company, and its most ambitious business project, the
Martin Luther King Jr. Plaza—a shopping center located squarcly within the
Hough community. The King Plaza was to be a symbol of Black economic
power: created by Black architects, built by Black construction companies, and
housing both Black businesses and Black residents.!*

From its board members to its community projects, nearly every aspect
of HADC promoted economic power and community control. HADC’s
board—both the executive numbering thirty-six people and the advisory
numbering seventy-five—consisted almost entirely of Hough residents and
Black Clevelanders who advocated community control.’® It mandated that
HADC spinoff companies employ Hough residents. The Handyman Main-
tenance Company, for example, trained unemployed Hough residents and
ultimately provided work to twenty-six.!1® The profits from the King Plaza
provided daycare services, entrepreneurial and job training, and technical
assistance to local businesses. HADC also anticipated setting aside stock in
Community Products Inc. for the welfare mothers it employed.}” Without
question, HADC’s efforts to translate calls for community uplift and con-
trol into tangible gains made it a promising, albeit experimental, CDC in
only two years. So when the opportunity to obtain a McDonald's restaurant
opened up, the purchase was hardly the cornerstone of HADC’s economic
development program. It would, however, eventually figurc heavily in the
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CDC’s program ‘of Black economic power. It would also portend many of l
the issues that would ultimately undermine the organization’s success.

McDonald’s Meets Black Power

Hough Area Development Corporation purchased two McDonald's franchises fol-
lowing a contentious boycott of the fastfood giant by a militant Cleveland-based
Black nationalist umbrella organization called Operation Black Unity (OBU).
Operation Black Unity represented a nexus of the eclectic Black power formula-
tions its member organizations endorsed. Officially constituted on June 21, 1969,

. OBU grew to more than twenty local community organizations, including HADC,

Afro-Set (a Black nationalist organization), the Nadonal Association for the
Advancement of Colored People (NAACP), Congress of Racial Equality (CORE),
the Federation of Black Nationalists, July 28rd Defense Committee, United Pas-
tors’ Association, PRIDE Inc., and the House of Israel '8 Prior to its official organi-
zation, OBU created committees to address various racial issues arising in the city,
including an organized boycott of downtown stores over Christmas. The protest
was eventually downgraded to a demonstration against one store, Sears, Roebuck
and Co. OBU demanded that the Cieveland Fire Deparmment increase its number
of Black employees. It also investigated the brutal attack of Black smdents by white
students at Collinwood High School and subsequently held a raily.!? In short, OBU
made small forays into civil rights activism, until a serendipitous incident led the
group to launch its first and only major prgject, a boycott of several McDonald’s
restaurants in the Black community. ‘

By 1965, McDonald’s boasted more than five hundred locations. The Big
Mac had made its debut in 1968, and by 1969, McDonald's was overhauled to
update architecture, increase the number of sittdown restaurants, and create
the now-famous Golden Arches—an enduring symbol of the company’s suc-
cess.?0 The year also witnessed the first franchise purchase by an African Ameri-
can, Chicago resident Herman Petty. Despite the addition of Petty, McDonald’s
hardly operated at breakneck speed to increase Black franchise ownership,
particularly given the company’s profitability in Black neighborhoods.?! In
fact, Petty himself did not own a McDonald’s franchise outright. Instead he
was part of a “salt-and-pepper” ownership arrangement in which a white owner
profited while the Black owner maintained the bulk of day-to-day operations.

The practice of salt-and-pepper cwnership emerged as a reacton to the
c'hanging demographics in urban areas. McDonald's restaurants were originally
situated in white communities, which by the 1960s had become almost exclu-
sively Black.®* Many white franchise owners now found their McDonald’s sur-
rounded by a community it had not initially intended to serve. McDonald’s
embraced salt-and-pepper ownership as a solution to maintaining profits with
token Black representation. However, in Herman Petty's case, this co-ownership
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proved problematic for two reasons. First, his two white partners in the new
scheme embezzled funds and leveraged the restaurants to purchase other busi-
nesses. Second, the arrangement failed to challenge the corporation’s franchise
rules, which actually prevented all-Black ownership of McDonald’s restaurants in
Black communities.*®

In 1969, Reverend Ernest Hilliard, a mimister in Cleveland’s First Spiritualist
Christian Church of America, tested the recalcitrance of McDonald's by attempt-
ing to purchase a franchise. Rabb David Hill, ministerial leader of Cleveland'’s
House of Tsrael, joined Hilliard's effort.?* Throughout the spring, Hilliard and
Hilt met with McDonald’s officials to lobby for a franchise located in the Black
community. McDonald's stymied their efforts, claiming that only local franchise
owners could accept a purchase offer. In April, negotiatons fell apart when Hill-
jard learned that McDonald’s had another Black Clevelander, Charles Johnson,
under consideration for ownership of a lucrative restaurant.??

The McDonald’s negotiations deteriorated further when Hilliard was fataliy
shotin the driveway of his home in Warrensville Heights, a Cleveland suburb.%
Given the threats Hilliard had received, many believed that his murder was
related to his negotiations for the McDonald’s franchise.?” Whether there was
any truth to this assertion, his death aggravated the tensions between McDon-
ald’s and Rabbi Hill. Additionally, Rabbi Hill earned a reputation among
McDonald’s executives for his theatrical and intimidating negotiation style,
which included an accompaniment of bodyguards, abrupt closure, of meetings,
and shouting executives into silence. Given Hilliard’s death and Hill’s militant
confrontations, the corporation had no intention of negotiating. Hill, there-
fore, turned to Operation Black Unity.? ‘

Hilliard and Hill had introduced the idea of a boycott to OBU in late spring/
early summer, but the questionable death of Hilliard and McDonald’s perceived
slight of Hill spurred the group into action. The newly formed OBU intended to
support Hill and push McDonald’s to sell to Black owners.2® OBU initiated contact
with the overseer of McDonald’s franchises, corporate vice president Edward A.
Bood, and demanded a meeting in early July to discuss the conflict with Hill. OBU
determined that McDonald's would either meet them or face a boycott.

Bood, however, was not about to meet with Hill or Operation Black Unity.
Instead, he responded with a letter to OBU that charged Hill with encumber-
ing “meaningful and rational dialogue” and complained that Hill’s strident,
emotionally charged rhetoric, bodyguard entourage, and unfamiliarity with
“sound business practices” hindered any future dialogue with him or OBU.*
Bood further asserted that previous attempts by McDonald’s to promote Black
business failed because the Black community lacked business expertise and
financial resources, Bood added that he had no intention of attending a meet-
ing nor would he capitulate to threats, harassment, coercion, intimidagon, and
violence.3! Finally, Bood noted that some members of OBU had requested that
prospective franchise buyers donate funds to OBU's community programming;
an act Bood considered extortion.3?
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Bood’s accusations angered OBU, particularly his assessment that the Black
community had no business acumen and would use violence or threats to force
the sale of restaurants to Black owners. OBU contended that McDonald's made
hundreds of thousands of dollars in the Black community while limiting Black
residents to low-wage earning status, In addition, parasitic business practices——
like those of McDonald’s—and economic discrimination limited the financial
resources in the Black community, Thus, OBU asserted, the corporation had
to alleviate this condition and play a stronger, more flexible role in facilitat-
ing Black ownership. Financially qualified Black owners were few, particularly
given the $150,000 cost of a new McDonald’s restaurant.3® As such, the strin-

ent rules of franchise ownership were neither applicable nor appropriate for
potental Black business owners.

In response to Bood’s letter, OBU began a boycott on July 10, 1969. OBU
members, mostly from Afro-Set and led by Harllel Jones, demonstrated in front
of four McDonald’s chains on Cleveland'’s east side. By the end of the week,
all four restaurants tempdrarily closed down forcing McDonald’s to mect with
OBU to begin negotiations. When OBU selected Rabbi Hill to serve as chair-
man of negotiations, however, McDonald’s refused to negotiate any further. In
rurn, OBU walked out of the meeting and pledged to maintain its picket line
in front of the four McDonald’s restaurants 3¢

As McDonald’s and OBU haggled, owners of the picketed restaurants
rurned to Carl Stokes, Cleveland’s first Black mayor, for help. The restaurant
owners argued that nonviolent picketers posed a potentially violent risk, and
further, that the boycott—which forced them to close and reopen based on the
status of negotiations—harmed their businesses.3® Stokes placed a police offi-
cer at each restaurant to alleviate their concerns. He also interceded in nego-
tiations between McDonald’s and OBU. To that end, the Stokes administration
helped OBU write a position paper listing five demands.? First, McDonald’s
must approve the sale of four restaurants to Black owners or institutions. Sec-
ond, any future McDonald’s built within the Black community must be sold
to Black owners. Third, franchise payments must be paid to OBU rather than

‘McDonald's. Fourth, McDonald's must grant irrevocable franchise rights to

the purchaser—a request meant to prevent any betrayal by McDonald's. And
finally, OBU had the right to approve the franchise buyers.%’

McDonald’s refused to accept all of the terms. The corporation would allow,
but not guarantee, the sale of stores within the Black communitj' to Black owners,
McDonald’s also refused to offer irrevocable franchise rights and prohibited pay-
ing any portion of the licensing fee to OBU.38 In response to the OBU demand for
sole approval of owners, McDonald’s offered to share approval for any interested
parties, OBU rejected McDonald’s counterproposal and the boycott continued.

Within weeks, the boycott immobilized all four restaurants, causing job
losses for over 150 Black employees.®® To be sure, a few of the McDonald’s
employees were not pleased by the boycott or the loss of employment, but

protesters from Afro-Set noted that only a few expressed their anger, and
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many more openly supported OBU.% The potent combination of employee
support and the refusal of many customers to cross the picket lines inevitably
forced the McDonald’s restaurants to lose business and close again. A two-
month impasse eventually forced the Stokes administration 1o step in and
mediate outright. Stokes convinced OBU to halt its boycott while it again
negotiated terms with McDonald'’s. The final agreement gave McDonald’s
and OBU coapproval of interested buyers. All four restaurants would be
sold to a Black Clevelander or Black Cleveland institution, and McDonald's
earmarked a future restaurant, the first sitdown McDonald’s in the city, for
Black ownership.*! Negotiations began for the two McDonald’s restaurants
located at East 104th Street and St. Clair Avenue and at 9101 Einsman Road,
while buyers for the other two were quickly approved. Charles Johnson, con-
sidered previously by McDonald's, purchased the East 142nd Street and Kins-
man Road McDonald’s. The newly organized, economically minded Hough
Area Development Corporation purchased the largest McDonald’s on East
8%rd Street and Fuclid Avenue.*2 ‘
Both McDonald's and OBU had reason to confirm HADC. For McDonald's,
HADC was the only mutually agreed-upon buyer with the financial ability to pay
$300,000 for the franchise.** From OBU’s perspective, HADC was a credible
Black power organization because it boasted a staff and board of recognizable
Black community leaders and activists and was the bestfunded CDC in Cleve-
land. But when McDonald's unilaterally approved HADC's purchase of the fifth,
sit-down restaurant, conflict arose between McDonald’s, HADC, and OBU.

HADC versus OBU

OBU and HADC first clashed when the McDonald's representative, James Davis,
accepted a request from HADC to purchase, not one, but two McDonald’s res-
taurants.* The request was intended to resolve a major problem that would have
prohibited HADC’s involvement in the deal. First, only twelve years remained
on the lease and franchise arrangement for the East 83rd Street restaurant.
Second, the QEO retained approval on large HADC expenditures and refused
purchase of a restaurant with long-term debt, short-term profitability, and a rela-
tively short lease.*> HADC had two choices: extend the lease period or obtain an
additional franchise. McDonald's refused to grant an extension for reasons that
are unclear, but it accepted HADC's proposal for a second purchase. The sit-
down store designated for East 107th Street and Euclid Avenue would be sold to
HADC to ensure its purchase of the East 83rd Street restaurant. 46

OBU was not pleased. OBU leaders felt affronted by McDonald's decision

to sell the fifth McDonald’s to HADC. In fact, OBU previously approved the

sale of that McDonald’s to OBU's own secretary, Fred Benbow, and the St.
James AME Church. Without apprising OBU, McDonald's accepted HADC
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before Benbow and St, James placed a bid for the future restaurant.*” OBU
immediately challenged the sale of the 107th Street restaurant. But from the
corporation’s perspective, there was no reason to back out of its agreement,
especially given the recent influx of federal funds that made HADC a secure
purchaser. Second, the inclusion of the fifth restaurant exceeded the original
demand. It was offered by McDonald’s as a good faith effort to increase Black
ownership. Finally, given OBU'’s listing of HADC among the acceptable pur-
chasers, McDonald’s rejected OBU’s desire to designate particular buyers for
particular restaurants.8

McDonald’s refused 10 negotiate the matter, and its legal counsel added
insult to injury by using the rhetoric of Black economic empowerment against
OBU. Davis wrote;

I appreciate . . . that some elements in Operation Black Unity would prefer
that the restaurant at East 107th and Euclid be sold to an individual pur-
chaser to be designated by Operation Black Unity. I am confident, however,
that upon consideration of this problem by Operation Black Unity as a whole,
the long-term advantage to the Black community of ownership of this restau-
rant by a community organization, where the profits from the restaurant will
be available over a period of years to broaden and strengthen the economic
base of the Black community as a whole, will be apparent.*?

Davis hoped that his use of Black power rhetoric would convince OBU to
rethink its position, suggesting it was a “destructive thing . . . for OBU to rock
the boat now.”0 This cynical exercise in Black power rhetoric, however, only
aggravated OBU members, and they halted the search for two additional buy-
ers and relegated HADC to outsider status within OBU.

OBU responded swiftly to Davis's refusal to capitulate. In particular, Rabbi
Hill complained that the original agreement ensured OBU's right to determine

. Black ownership for specific McDonald’s branches. Though OBU approved

HADC's ownership of a McDonald's, it did not approve HADC’s specific own-
ership of the restaurant at East 107th Street and Euclid Avenue.® As negotiat-
ing spokesman for OBU, Hill added that if McDonald’s did not concede on the
ownership issue, all negotiations would be nullified and OBU would resume
boycotting. But Hill held only a committee chairmanship within the organiza-
tion. He had no right to make such threats without consulting OBU cochairs
Reverend Donald Jacobs, W. O. Walker, and Reverend Jonathan Ealy.?? Hill
could not overturn any decision OBU made, though he implied he could.53
Hill's posturing notwithstanding, Jacobs and Ealy agreed with his assertion that
OBU could assign franchises to specific buyers.’* Thus, Davis’s argument in
favor of a community-owned McDonald's proved irrelevant. OBU’s goal was to
extend Black ownership of the McDonald's franchise to as many community
members as possible on its own terms.
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While moderate voices within OBU challenged HADC's right to purchase a
second store, the more strident Black nationalists attacked the organization and
its executive director, DeForest Brown, outright. Inn an ORU meeting, Jay Arki,
2 member of the Federation of Black Nationalists, accused Brown of double-
dealing and criticized him for being arrogant. Arki felt that HADC leeched off
OBU. More important, Brown's refusal to accept OBU's demand to withdraw
the second purchase offer insuited the OBU members most responsible for the
victory against McDonald’s. In response, Brown and his supporters pushed OBU
to rescind its agreement with Fred Benbow. When this failed, HADC threatened
to withdraw its purchase offer completely®® The contentous meeting ended
in an impasse.5® In truth, there was no stipulation that OBU could designate
particular stores for certain buyers, but members continued to debate breaking
the HADC/McDonald’s agrecment.57 By March 1970, OBU threatened to call
another boycott against McDonald’s for its breach of the negotiaton contract
and considered seeking a court injuncton against HADC8

In the meantime, OBU members used other measures to deal with HADC
and what some viewed as its treachery. News of the internal dissension leaked
to various news media, from the Cleveland Press to the local Black newspaper,
Call and Post. The Inner City Voice, a newsletter generated by OBU member Mae
Mallory—famed Black power advocate recognized for her stand with Robert
Williams against the North Carolina Klan—was ane of the most scorching.™
According to the Inner City Voice, HADC “played a buzzard’s role in the entire
summer long struggle.” The editorial argued that the organization’ neither
assisted with community education about the boycott nor participated in the
boycott itself. %0 Although it was also true that many other prominent OBU
member organizations failed to participate in the boycott, HADC alone faced
this embarrassing public inquiry about its community loyalty and commitment.

Making matters worse, Davis’s use of Black power rhetoric in support of
HADC made it appear that HADC and McDonald’s were too cozy. To some
extent, OBU had reason to question the relationship. Davis claimed he asked
HADC to be a prospective buyer, though it was HADC that required the pur
chase of two restaurants.5! Although HADC was still a member of OBU, its
request circumvented OBU’s protocol for allocating the restaurants. Adding
insult to injury, HADC refused to donate desperately needed funds to OBU
even though it was the OBU-led boycott that had enabled HADC's involvement
in the franchise deal in the first place. Between 1969 and 1970, OBU faced a
financial crisis related to both the McDonald’s protest and court costs associ-
ated with defending Rabbi Hill and other OBU members accused of extor-
tion for donation appeals.5? The financially strapped OBU originally turned
to McDonald's owners for funding. Although local owners initially agreed,
McDonald's balked at a “kickback” request. OBU recanted, but raised the issue
again with prospective buyers like HADC. When HADG refused to financially
assist OBU’s organizational efforts, it offended OBU members even more.5
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T(? a great extent, the anger directed at HADC was not about its “double-
dipping” or its refusal to give OBU a contribution. OBU and HADC disagreed
over the fundamental nature of Black capitalism and Black business. Although
OBU appeared willing to consider community ownership, by January 1970, its
central thrust had been individual Black ownership. OBU extolled the virt:.les
of its approach and noted that the success of its boycott had echoed beyond
Cleveland. “President Nixon,” it was touted, "urged other large businesses to
open the doors to minority groups across the nation.”* OBU further claimed
it would “seek-and support efforts designed to secure for Black Americans con-
siderations historically granted by government to others on a group basis. . . .
These considerations will include government subsidies, protected markets
and business loans at reduced rates,”®% ,

The clearest symbol of OBU’s ideological inclinations emerged in its list of
accepted buyers. The organization submitted fifteen individuals, including five
members of OBU: Rabbi David Hill, Reverend Donald Jacobs, Fred Benbow,
Baxter Hill, and Booker Tall. There were no submissions for community instii
tutions or organizations.®® The Fred Benbow/St. James AME Church coalition
approximated community ownership, but it developed only after Benbow’s
individual request failed to move forward. Jacobs, Ealy, and Walker argued
that St. James qualified as a community organization, and that “Mr. Benbow
completely meets this suggested stipulation. He plans to operate the restaurant
with St. James AME Church, which would hold 40% owncrship."57 Ironically,
OBU used the coalition to refute McDonald’s argument that HADC was the,
better buyer given its community mission., Realistically, they were not the same.
Unlike St. James, HADC intended to provide an exampie of a community-con-
rolled and -owned business,

I-IAD.C's community-minded mission emerged from purposeful fits and
starts, wins and losses. Winired “Soup” Overton, an ally of DeForest Brown and
an early member of “the machine,” noted that HADC went through a process
of “discarding and retaining” the economic theories that worked for Hough.®®
Brown facilitated HADC’s path to community development innovation by send-
ing staff members across the nation to examine economic development pro-
grams and Black capitalist approaches to community uplift. During HADC's
carly years, the organization underwent a complicated process of discovery and
experimentation, as it selected businesses and methods of implementing com- -

munity ownership.8 Through this process HADC drew a distinction between
Black capitalistn and Black economic development. Black capitalism rcplﬁccd
white business owners with Black business owners with no broader impact on
the economic well-being of the Black community. Black economic develop-
ment, by contrast, operated at the behest and to the beneﬁ£ of the whole Black
community. HADC facilitated individual Black businesses, but its mission was
not. “making Black millionaires,” and thus community ownership became its
basic economic development goal.”® To that end, HADC planned to designate
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and retain company stock for employees or the Hough community. For exam-
ple, HADC held stock in trust for employees of Community Products Inc. until
the business became profitable.

In the case of its McDonald’s franchises, all Hough residents and organiza-
tions could purchase stock.”! HADC first established each McDonald's restau-
rant as a separate corporation and then combined them to create Ghetto East
Corporation, in which Hough residents could own stock. HADC planned to
sell 124,000 stock bonds at ten dollars apiece. Ghetto East also offered stock
in multiple payment optons of twenty-five cents a week or one dollar a month
if Hough residents could not afford the initial price. In addition, HADC lim-

jited stock ownership so that no one person purchased at the expense of broad .

community ownership.” .

HADC intended its McDonald’s restaurants to be community businesses
in the broadest sense. Hough residents made up 2 significant percentage of
the employees, and the restaurants played a central role in HADC's division
of profits between itself and the community. With close to $1 million in net,
sales and $175,000 expected in future profits, plenty of funds existed to begin
such an ambitous plan.”® However, given HADG's well-known financial stabil-
ity, challenges arose over the necessity of owning two restaurants.

Though HADC'’s double purchase had few supporters within OBU, it was
not the only voice for community-minded profit sharing. Similarly, GORE
believed that the restaurant’s profits should empower the broader Black com-
munity. Charles Cook, Cleveland CORE chairman and OBU member, argued:
“We're not talking about making a half-dozen millionaires, CORE is interested
in a structure in which profits from the restaurant will benefit the total Black
community.”™ That CORE's stance contrasted with OBU’s position earned it
suspicion and accusations by Black nationalists of undermining QBU.75

CORE's support notwithstanding, resentment grew among both militant
and moderate members who perceived HADC as a pariah in the Black commu-
nity. HADC could not aveid the lingering implication that it swooped in after
OBU had done the hard work of bringing McDonald’s to the negotiating table.
The ultimate result was that HADC lost friends across the board when it came
to Cleveland's activist community.”®

Eventually neither OBU nor HADC continued to confront the other over
the McDonald’s franchises. Though attacks against HADC continued through
early 1970, the point became moot when HADC purchased and opened the
two restaurants. HADC attempted to smooth the waters by donating money
to OBU's Rabbi Hill Defense Fund, but it was too little, too late.” Despite the

offer, OBU and many others in the Black community had little good to say’

about HADC. After HADC openéd its franchises, the two organizations had no
further dealings.”

Despite having stepped “on the toes” of its civil rights cohorts in the name
of community development, HADG—under DeForest Brown’s leadership—
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had achieved considerable economic success. By the end of the protest, HADC
added McDonald’s to its growing list of community businesses and, under
Ghetto East Corporation, would divide McDonald's stock among Hough's resi-
dents at a low cost. If HADC made good on these promises, the Hough com-
munity would ultimately benefit and no one could challenge its approach to
economic development.

However, the struggle between HADC and OBU o determine an economic
trajectory for Hough's development had not been fully resolved. The OBU-
HADC conflict emanated from HADC's self-conscious decision to privilege the
physical transformation of Hough over social protest. Under Brown's leader
ship, HADC made this transition successfully despite its eventual break with
OBU. But when in 1971, the executive directorship of HADC transitioned to
Frank Anderson, the group's organizational philosophy changed once again.
HADC's second director backed away from the community ownership concept,
favoring 2 model of free market Black capitalism to promote physical change
and economic development.

The Axrival of Frank Anderson

Frank Anderson’s leadership of Hough Area Development Corporation began
in April 1971, after the contentious break with OBU, Although a founding
member of “the machine” and a board member of HADC, Anderson had left
for Harvard Business School in September 1969 and missed much of the OBU-
McDonald’s fight. Despite his absence, Anderson expected to return as the
new executive director of HADC. '

DeForest Brown resigned from OBU to direct Cleveland’s Model Cities
Program under Mayor Carl Stokes. But he left HADC weakened by a series of
attacks.”® Not only had OBU questioned HADC's community commitment, but
the city’s conservative newspaper, the Cleveland Plain Dealer, also called HADC's
activities into question. The Plain Dealer lambasted HADC for misspending gov-
ernment funds and charged the organization with financial support of armed
Black militants, Black leaders challenged the stories immediately, question-
ing the paper’s motives.89 Although many accusations proved misleading and
incorrect, the sertes discredited HADC. Worse, it forced the QEQO—HADC's
major financial backer—to investigate and justify the grants made to HADC.81
Both the attacks by the Cleveland Plain Dealerand challenges by the federal gov-
ernment were precipitated by conservative forces opposed to Black equality
and economic development.

. The Hough community’s perception of HADC remained the more crucial
lssie, however. In an evaluation of positive perception and cominunity support
among CDCs funded by the Special Impact Program, HADC ranked fifteenth

out of sixteen. It did not bode well for HADC that as the fifth-largest CDC in
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the nation—and recipient of the second-mast OEO funds—it should rank so
low.52 The Comptroller General’s Report to Congress declared that HADC had
brought few visible benefits to Hough.53

Anderson inherited an HADG weighed down by widespread criticism and
still orienting itself to the new and complex field of community development.
That ongoing process allowed Anderson to craft his own vision of community
development as director of HADC. He immmediately instituted changes within
the CDC, approaching its public relations problem by creating and touring a
full-sized model of Hough, which allowed residents to see their homes as well
as the Jocation of HADC projects. In addition, Anderson deployed delegates to
serve as a conduit between the Hough community and HADC. Companies that
operated in the red, including the rubber company employing Hough welfare
mothers, began to turn a small profit. Under Anderson’s tutelage, HADC fin-
ished the Martin Luther King Shopping Center and other projects stymied or
slowed from completion.®*

Despite his positive transformations, contention emerged regarding Ander-
son and his vision and subsequent implementation of economic development.
Community residents and HADC board members viewed each alteration of
HADC policy as a break from the Black community. As a result, the executive
board led the charge against Anderson. In fact, before he arrived, the board
tried to prevent Anderson from becoming executive director over COncerns
about prospective changes. After that first attempt, the board frequently under-
mined Anderson, and even fired him on a number of occasions, to no avail.®

Specifically, it opposed Anderson’s decision to shrink the HADC staff from
thirty-nine to twenty-five, by reducing the number of midlevel managers.5® As
Anderson fired, he also hired—mostly Black and white employees from out-
side Hough and Cleveland. Although a few outsiders had always been a part of
HADG, Anderson ousted Black Clevelanders on the staff as he hired workers
unknown to Hough. Anderson argued these changes helped to “professional-
ize” and mediate the organization’s weakness in knowledge and skill. The staff-
ing changes were viewed, however, in the context of other changes that some
interpreted as running counter to the interests of the community. It hardly
helped that Anderson fired Sam Tidmore, the manager of Ghetto East (the
holding company for the McDonald’s restaurants), and a former administra-
ive assistant to Congressman Louis Stokes, brother of the mayor.®?

Anderson’s personality created a second problem. He was a strident and
assertive figure, who could be abrasive in his speech and approach. Anderson
was also a Republican and a Nixon supporte'r. Additonally, he disliked dealing
with the large multifaceted organizational structure, which included executive
and advisory boards that approached approximately 100 members.® More 10
the point, he took issue with the subsequent lengthy meetings, group factional-
ism, indecisiveness, and what he viewed as ineffective business management.
Anderson’s abrasiveness and his pro-Republican leanings meant he rarely
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hesitated publicly to challenge the Stokes administraton, a huge miscalcula-
tion from the perspective of many on the HADC board.% In fact, it was his
challenging of the Stokes administration in a radio interview that prompted
another episode of Anderson’s ﬁring.go In effect, the changes to HADC were
read, warranted or not, as developing the community without the leading com-
munity residents and activists (those persons being HADC board members and
the Stokes administration). .

Beyond the personality and personnel issues, Anderson’s interpretation
of HADC’s community mission—social activism and service versus economic
development—became the most substantive problem. For Anderson, it was a
choice of “the shopping center vs. skating rink” concept.®! The board assumed
BADC’s cconomic development included projects that also dealt with the
health and social environment of the community. It was not unrcasonable for
them to think so given HADC's initial activities, which included supporting the
focal community center, the Thurgood Marshall Recreation Center. However,
the shift under Brown, and more firmly under Anderson, changed organiza-
tional focus from social action to economic development. And though Ander-
son accurately delineated HADC's divisions, the issue centered not only on this
conflict but also on the nature of economic development itself.

Anderson accepted the laissez-faire capitalist view of Black economic devel-
opment as a result of his education at Harvard Business School. His immediate
concern was not whether Black people owned a piece of the economic system
but whether they were able to participate in the current system at all. Com-
munity capitalism facilitated ownership, but Hough residents would only build
wealth over time. Meanwhile, individual Black business ownership served the
immediate need for monetary circulation in the Black community by provid-
ing employment to more Hough residents.

Anderson’s perspective on the economic needs of Hough residents and
the udlity of community ownership goals were also influenced by the train-
ing he received from Hamburger University, a McDonald's education program
for owners and corporate staff. That experience convinced him that the com-
munity ownership model would fail to bring substantive change to the lives
of McDonald’s workers or Hough residents. Instead, he believed a “family”
model consisting of a single major owner shepherding other entities who dealt
with the day-to-day management was the prevailing model of success. In other
words, HADC—not the community—would retain ownership and run several
restaurants. Retaining owners was particularly important, because Anderson
fervently believed that individual ownership allowed for expansion of the num-
ber and size of businesses in the Black community.%?

Anderson’s perspective on the feasibility of community capitalism versus
T.he free market approach shaped the McDonald’s profitsharing program’s
implementation. In Brown's community capitalism model, the McDonald's
restaurants would fund larger community projects and provide individual
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income via stock ownership. Given the financial instability of HADC’s other
businesses, however, Hough residents and the organization had yet to reap the
full benefits. This made the McDonald’s restaurants all the more important for
HADC's community capitalist initiative. But despite HADC’s initial assertion
that McDonald’s profits would foster community ownership, under Anderson
this failed to occur.%

The staff and the advisory board debated which of the two approaches
would realize Black economic development in Hough. Anderson’s free mar
ket approach—particularly his decision to change the McDonald’s profit-
sharing plan—led some community members to guestion his commitment to
economic development. HADC's executive board became concerned thal he
might be “enriching” himself rather than the Black community. Unfounded
accusations such as this (in fact, Anderson turned down a lucrative job offer
after graduation from Harvard, in order to come back to Cleveland), reached
their peak when the OEO atiempted to force Anderson to sign a contract die-
tating rules of operation that restricted his right to purchase any McDonald's
restaurant franchise.%* Clearly, Anderson was not trusted.

But the more damaging question surrounded HADC's credibility. In effect,
HADC transitioned from a promising, but not quite effective, community
organization to an effective organization whose leadership was distrusted by
HADC members and Hough residents. Not only had the community lost the
opportunity to own a business via stock, but some also felt Anderson’s changes
forfeited even symbolic ownership of HADC at a point when its businesses
became profitable.%

That HADC’s McDonald's was never profitable magnified the disappoine .

ment. According to initial estimates, the restaurant was expected to generate
~ $1.4 million in sales with a yearly net profit of $175,000. However, the nine-
month income of the East 83rd Street McDonald's amounted to $20,000, oper-
ating in its first eight months at a loss!?® Over the years HADC increased the
- income from both restaurants, but they néver reached the anticipated levels or
provided the revenue HADC hoped they would.%”
1t is not entirely clear why the McDonald’s franchise failed to make the
expected profits. Certainly, there were a number of problems affecting its
growth. It is possible that the OBU boycott drove away some of the customer
base. It was rumored that Case Western Reserve University redirected its work-
ers away from that McDonald’s in an informal boycott of their own. McDon-
ald’s Corporation also displayed a tendency to sell off those restaurants most
in need of repair and to inflate the value of a franchise. There were various
overhead problems: employees appropriating food, sporadic incidents of petty
theft that added up, high employee turnover, inefficient workforce scheduling,
turnover of general managers, funding Black managers to support their partial
ownership, the costs of repurchasing from managing partners who backed out,
and the perception that McDonald's failed to provide parking at the sitdown
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resta\urant.gs Anderson overhauled the McDonald’s restaurants in an attempt
to turn them around, but to no avail. Both saw small profits, but never the
anticipated $175,000 annually. Frustrated by efforts to stymie his vision of eco-
nomic development, Anderson left HADC in 1976. Near the end of his tenure,
he strongly advocated that HADC simply sell the two McDonald's.%? HADC
eventually followed the suggestion, The 1975-76 annual report marked the
final appearance of the McDonald’s restaurants on HADC's books.

In the meantime, McDonald’s sold additonal franchises to Black owners.
Heavily influenced by the OBU boycout, the corporation issued a directive
requesting that white owners in innercity areas sell to interested Black own-
ers. Twenty-one stores in Detroit, Oakland, Kansas City, St. Louis, Los Angeles,
Chicago, Dayton, and Denver were sold to Black owners as a result. McDon-
ald's then hired a director to oversee the transfer nationally.1% The OBU boy-
cott also influenced other fast-food restaurants nationally. One former HADC
and CORE member, Nate Smith, believed that once Burger King wimessed the
effect on McDonald's, ir, too, began to seek Black franchise owners.!”! Thus,
though shortlived and economically narrow, OBU's boycott had a greater
impact than expected. It forever changed the policy direction of the fast-food
industry. Indeed, Black capitalism could claim substantial victories in reshap-
ing corporate policy.

After Black power declined, HADC continued to shape community devel-
opment in Hough through its housing development, job-training programs,
and social services. By the 1980s, however, HADC had divested itself of most of
its businesses, and the failure to retain economic independence undercut the
organization in the long run. Its dependence on the federal government even-
tually undermined the organization, when it lost funds under Ronald Reagan's
administration in 1984. HADC effectively closed its doors soon thereafter.1%2

HADC's closure ended the dream of Hough's bid for economic power.
Unlike organizatons and groups stymied by government cooptation and sup-
pression, Hough's Black power project collapsed from a forfeiture of its vision
of mass wealth building and organizational self-sufficiency. Its community capi-
talism strategy offered a form of capitalism that served a larger social move-
ment, employed a model for collective business ownership, and challenged the
binary relationship of owner exploitation and low-income wage earner. DeFor-
est Brown’s decision to embrace community capitalism made HADC one of
the era’s most promising CDCs, but internal and external forces hindered its
development. Anderson, who proved more adept at handling these forces, com-
pleted several projects and made others profitable. His directorship, however,
fundamentally changed HADC's direction and ground community ownership to
a halt. His decision to abandon community ownership helped sever ties with the
_Hough community.!%* As HADC deviated from community capitalism, it proved
Increasingly unable to attack mass poverty, leaving Black residents outside the
capitalist system and itself increasingly dependent on external funding.
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Notwithstanding its inability to enact community ownership, HADC is not
totally a story of failure. It serves as a nuanced case study of Black power’s mul-
tiple forays into the capitalist system. And though the more radical aspects of
HADCs’ approach to Black economic power were blunted, its work birthed
a larger movement of community development corporations. These entities
emerged in urban and rural locales across the nation—each struggling to alter
the physical landscape of their community and striving to break the economic
inequalities that hindered the Black community. Thus, HADC's history is also
a testament to the enterprise and innovation of a vanguard movement Strug-
gling to meet the challenges of mass Black poverty.
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