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Thiz study analyzes the economic impact of the
Fhiladelphia Waval Shipyard and Base on the Philadelphia
metropelitan area and the astates of Pennsvlvania and Hegw _
Jersey, The study details the consequences on the region' 8
employment, iancome, sales and general economic activity frcm
a closure of this 1mportant installation,

Early in 1580, the U.S. Department of Defense publlcly
acknowledged that sericus consideration was being given to
closing the PhLJadelphla Naval Shipyard and Base. &s part_
of its response, the Commonwealth of Pennsylvania decided t
develop an independent assessment of £he economic importande
of the Shipyard/Base to the Philadelphia area and the Etate
cf Pennsylvania. The Commonwealth contracted with the
Philadelphia Industrial Development Corporation (FIDC) teo
aversee the developmant of the assessment and PIDC, in burn
enployed the Fennsylvania Economy League (PEL) to conduct ™
the research. The State of New Jersey, recognizing the
gsignificance of the Shipyard/Base to many of its rQSLdents,
Joined in the effort by also contracting with PEL. To
28sist in the analysis, PEL engaged the WEFA Group, an
internaticnally recognized economics consulting firm.

WEFRA was responsihle for identifying the ocverall
regional impact of the Shipyard/Base. This included
assessing the indirect and induced consequences of
Shipyard/Base activities on emplovment, income, sales and
gross metropolitan product. PEL extended the assessment tn
the individual counties and states within the region;
calculated the effects on local and state governmental

revenues, and specified the potential impacts on displac&diﬁ
employees. :

The study was funded jointly by the Commonwealth of
Pennsylvania and the State of New Jersey.

Exacutive Summary

The proposal to close or to severely limit operations
at the Philadelphia Naval Shipyard and Rase {Complex) has
serious economic implications for the Philadelphia area.
The Naval Complex is one of the region'a largest employers
providing work for nearly 13,000 civilians in southeastern
Pennsylvania, southern ¥ew Jersey and Delawars. Many of
these jobs are in relatiwvely high-paying, skilled, bklue-
collar positions which are a diminishing part of the
region’'s economy. The loss &f these positions would not
anly adversely affect the individeals who currently hold
them, but would alse affect the jobs and income of others
throughout the regicn whoe are indirectly supported hy the
activity generated by the Complex and its employees.

In an effort to gquantify what the Complex means to the
region's economy, the Pennsylvania Ecocnomy Léague (PEL} with
the aszistance of WEFA, Tno. caloculsted the direcht,
indirect and induoced impacts the Phniladelphia Naval Complex
has on the Philadelphia metropolifarn area.
for employment, income, reta:l sales and general economic
activity are summarized below. In additicz, PEL'a
calculation of the revenue conseguences feor individuzal
governments is alsoc presented.

has

Thege impacts

Employment. :

Cperations at the Philadelphia Naval Complex result in
35,000 Jjobe in the Pniladelphia Metropalitan
Statistical Arxea. {132,000 civilians and 6,900 military
emplaoyed at the Complex itself; 2,000 employed because
of goods and services purchased in the courze of
Complex operations, and nearly 14,000 employed because
of the general spending in the region by those tied
directly to the Complex.)



If the Naval Complex closes, the City of Philadelphia
will lose more than 26,900 Jjobs. Another 5,000 Jjobs
will be leost in South Jersey and nearly 3,000 more in
Delaware County, Pennsylvania.

Closure ©of the Naval Complex will result in a 25
percent increase in the number of unenployed in the
region.

State Effects:

More than 23,000 Pennsylwvania residents will lose.
their jobs as a result of closing the Naval

percent with the unemployment rate in the state
Jumping from 5.9 percent to 6.2 percent.

unempleyed increase by 4.4 percent with the
unemployment rate in the state jumping from 4.9
percent to 5.1 percent.

Local Effects:

brunt of the Maval Complex’s closing, Philadelphia
and Delaware counties in Pennsyivania and Camden
and Gloucester counties in New Jersey.

Philadelphia by 30.4 percent, Philadelphia's

of 5.8 percent to 7.6 percent.

In Delaware County the number of unemployed will
increase 47 percent, with the unemployment rate
moving from the current 3.9 percent to 3.7
percant. '

Complex. The number of unemployed increage by 5.7

&, 700 New Jersey residents will lose their current:
joke when the ¥aval Compiex closes. The number of-

Four of the region's eighi: counties will feel the .-

Closure will increase the number of unemployed in -

unemployment rate will Jump from its current level i

Effects

The number of unemployed in Camden County
increases by 27.6 percent, with the uvnemployment
rate moving from the current 5.1 percent to 7.0
paercent.

In Gloucester County Ehe number of unemploysed goes
up by 53.3 percent and the unemployment rata
increases from 5.4 percent te 8.2 percent.

on Minoritbies:

In the region, the number of minority upemploved
will increase 16.2 percent. This will raise the
region's currxent minority unemployment rate fxom
7.8 percent to 9.1 percent,

In Philadelphia County, the number of minority
unemployed will increase 19.1 percent, This will
raige the city's minority unemployment rate from
8.0 percant to 10.7 percent.

Extendad Impacts on Displaced Workers

with

The preceding represents a spapsholt view of the economy

the Maval Complex taken oul. Many of these

statistics will change over time as the economy
reformulates itself. The feollowing are impacts likely
to be felt by the displaced workers over the first five
vears after the Camplex cloges.

Migration. Between 13 and 17 percent of the region's
displaced workers will leave the PMSA to find new

employmant .

Workers leaving the labor force. Approximately 15

percent of the displaced workers will leave the labor
force through retirement or discouragement.

Unemployment rates for displaced workers. The

unemployment rate for those laid off in the Naval
Complex closure will average 20 percent for the first
five years followlng layoff.



Minority unemployment rates. The unemployment rate for
displaced Black workers will average 20 percent; for
displaced Hispanic workers, the unemployment rate will
average 2¢ percent,

Unemployment duration. For those reemployed, the
period of unemployment will last 4 to ¢ months.
Kowever, for those in blue-collar occupations {Ltwo-
thirds of the ciwvilian employees at the Complex),
unemployment 1s likely to last for one year,

Qccupational changes. Tess than half of reenployed
workers are likely to be reemployed in the same general’
ccoupational gategory. This is particularly true for
those in blue-collar, craft accupations, where the
number of job openisgs in the Philadelphia area is
expected to decrease betweoen 19890 and 1385,

Part-time Reenployment. 10 pezcent of disrlaced
workers will be reemployed vnly part-time in the first
five years after the Complex closes.

Loss of Wages. 56 percent of reemployed blue-collar
;;;E;;;_and 42 percent of all other reemployed workers
wiil suffer decreases in salary income. The sarnings
decrease for these workers will average 15 percent for
all workers, but will be much higher for displaced,
blueg-collar craft employeas.

Loszs of Benefits., In addition to lost salary income,
approximately 35 percent of the displaced workers are
likely to losze all their health insurance benefits.

Ragional Income

The FPhiladelphia Naval Complex represssnts $1.2 billion
in wage and nos-wage income te the region.

The Philadelphia NWaval Complex accounts for
approximately $9215 million in wage and salary incaome or
l.& percent of the total in the region. (5502 million
-~ direct base and shipyard operations, $47 million in
income generated by Complex contracts and $£366 millicn
- resulting from the general spending activity of
Complex-related employees.} Ancther $294 .7 million in
non-wage income is generated by Complex activity.

Closing the Naval Complex will reduce income in
Philadelphia by £541 million {2.5 percent of the city's
tatal), in Scuth Jersey by 362 million (1.9 percent of
the total for Burlington, Camden and Gloucester
counties) and in Delaware County by §185 million (2.0
percent of Delaware County's total).

Econemic activity connected with the Philadelphia Nawval
Complex accounts for $2.1 billicn in gross product in
the Philadelphia Metropolitan Statistical Area. This
represents 1.453 percent of the region's total economic
activity.

If the Maval Compilex were to close, retail sales in the
region would decline by $382.8 million or 1.04 percernt
of the region's total retail activity.

Effects on Area State and Local Governments
State Tax Reoevenus:

537 million in state taxes will be last if the
Naval Complex closes,

FPennsylvania will lose over $24 million {(over
511 .4 milliogn in income tazes, $10.2 million in
sales tax receipts, and 52.4 willion in business
tax revenues).

New Jersey will lose nearly $12 million in tax
revenue {over 55 million in income tax yield, 35.6
million in state =ales tax receipts, and $1
million in business tax revenues).




Delaware will suffer a loss of nearly $1 million
in state income tax revenues. '

State Expenditures:

State governments in the region can be expected to
pay out between 53 to £69% million in unemployment
ingurance for non-federal employeesz displaced as a
result of closing the Naval Complex.

Loecal Tayxy Revenue:

Approximately $86 million in municipal tax
revenuss are tied to Complex actiwvities.

Fennsylvania Municipalities

Complex-related activities account for over
$66 million in local tax revenues among
Fhiladelphia, Bucks, Chester, Delaware and
Montgomery counties in Pennsylvania. Local
Governmenta in scutheastern Pennsylvania will
lose over 548 million of these revenues if
the Philadelphia Naval Complex closes.

Philadelphia will lose a total of $43.2
mitlion in annual tax revenues if the Naval.
Complex closes.

Philadelphia will lose nearly $26 million in -
wage tax revenues. '

Complex-related houscholds account for 523.6
million in real estale tax revenues in the
City of Philadelphia. Cleosing the Complex
will cost the ity $11.2 milliocn of these
revenues.

The decline irn general business =zctivity in
Fhiladelphia brought about by the closure of
the Naval Complex will cost the City of
Philadelphia approximately $6 million in
business tax revenues.

Complex-—related households account for

Sac0, 000 in real estate tax revenues
throughout Bucks County. Closing the Complex
will cast local governments in Bucks County
400, 000 of these revenues,

Complex-related households account for:
£300,000 in real estate tax revenues
throughout Chester County. Closzing the
Complex will cost local governments in
Chester County nearly $200,000 of these
revenues.

Complex—ralated households account for 59
miilicon in real estate tzx revenues
throughout Delaware County. Closing the
Complex will cost logal governments in
Delaware CQounty 54.2 million of these
Irevwerilss.

Complex-related houssholds acoount for
5500,000 in real estate tax revenuas
throughout Montgomery County. Closing the
Complex will cost logal governments 1in
Mentgomery County over $200,000 of these
revelues.

New Jersey Municipalities

Ccomplex—-related househalds acceount for over
20 million in laocal tax revenuss anong
Burlington, Camden and Gloucester counties in
New Jersey. Local Governments in South
Jergsey will lose nearly $10 millicn of these
revenues if the Philadelphia Maval Complex
closes.

. LA —



Complex-related heouseholds account for 81,9 : : I. Introduction

million in real estate Lax revenues in :

Burlington County. Closing the Complex will - 'w_ The Philadelphia Naval Base and Shipyard Complex

cost local governments in Burlington County 0 - {Complex) operates withirn the Philadelphia 3M32, and is cne
over 52040, 000 of these revenues. _ of the SMSA’s key employvers and sources of ecocnomic

: activity. The Conplex consists of two main components, the
Camplex-related households agccunt for 512.2 ; : Naval Base (Base} and the Philadelphia Nawval Shipyard
millien in real estate tax revenues in Camden ,f :, (PMSY). Total employment at the Complex as of May 1990 was
County. Closing the Complex will cost local S 12,245 including 21 military and civilian workers. The
governments in Camden County nearly 56 ' il Philadelphia SMSA consists of fiwe Pennsylvania counties
millicon of these revenucs. : o (Bucks, Chester, Delaware, Montgomery, and Philadelphial and

_ : three New Jersey counties (Burlirgton, Camden, and
Complex-related households acrount for 56.3 ; e Gloucester) .

million in real esztate tax revenues in

Gloucester County. Closing the Complex will . e The Complex wzs established in 1801, when the first
cost local gevernmentz in Gloucester County E o U.3. MNavy shipyard was conskructed on Federzl Street in
approximately $3 million of these revenues. . : Philadelphia. In 1876, the shipyard was moved to its

: present location at the intersection of the Schuyilkill and
Delaware Rivers. The PNSY was primarily involved with the
construction of new wessels until 1%73i, when the lasi new
ship was completed at the shipyard., The current use of the

shipyard is the reconstruction and revitaliration of the
existing fleet.

Thig program, known as the Service Life Extension
Program (SLEP} iz the largest and most significant source of
employment at the complex. In the five-year pericd from
1880 teo 1985, SLEF resulted in work walued at 33 billion,

plus another $§1.7 billion which was paid in wages to local
workers. >

The Base currently generates 55 percent of the total
Complex employment. The Base js composed of several major
stations or departments which are responsible for the
majority of total bhase employment, and numerzous smaller
stations. Major employers within the Base are Defense
Contract Administration Services Region {(DASCE)
Fhiladelphia, employing approximately 2,000 persons, mostly
civiliang. The Defense Personnel Support Center (DPSC)
employs approximately ancther 5,000 workers, also civilians.

1Source: Walcome Aboard: The Navy in Fhiladslphia [THIE]. Blsks
Pukblishing Co. Inc., San Diego, G4,



In addition, the Wawval Shipyard Systems Enginecring Staticn o
(HAVESES) employs owver 1,700 military and civilian workersg. ; ; ITI. Data and Methodology
Other smaller employment conters include the Naval Regicnal :
Contracting Center, the Philadelphia Marine Corps Recruiting
Station, and the Naval Damage Control Training Center znd h In order to determine the economic impact of the Naval
others. < Complex on the Philadelphia metropolitan area, it is
: necesszsary to determine what employment is generated directly

Finally, because of the large number of military living ' ; and indirectly by the Complex. This level of employment is
on the base, and the large number of workers enployed full - - : then removed from the tokal in the Prhiladelphia SMEA model,
time there, the Complex also contains many social clubsg and . ; and the metropcelitan model is simulated assuming that the
services, as well as several retail facilities for _ o Complex does not exist. Because these jobs are "lost' to
dependents wheo live, work, and shop on the Complex property. . e the SMBA, the associated purchases that would have been made
: by these emplovees are alsg last. In turn, this losz of

In summary, the Complex exists as a substantial 5 : : puarchases results in even greater loss of employment and
ecenomic entity in the Philadelphia SMSA. It contains both : : income., The second losz is known as Lhe multiplier effect,
military and civilian perscnnel working in occupations ' ol and is referred to in this report as the induced effect.
ranging from welder and steelworker to retail sales clerk. : 2
A full closure of the Complex would result not only in the ' i A5 noted, total employment iz broken down intoe three
loss of the Wavy's first shipyard, but alsc in the loss of ol parts. The first is direct employment:. Direct employment
many related businesses which are significantly or whelly _ Sl consists of those employees who are employed by the Complex.
dependent on the military and civiiian employees who work : % Pata on direct emplcyment and income were provided hy base
there. e and shipyard offices.

Section I3 describes the dats and methedology nsed Lo ; o The secornd type of enployment iz referred ta as
determine the averall regicmal effeclts on employment, : ; indirect. These are jobs which result from the Complex's
income, retail sales and gross preduct. Section IIT _ Sl exigtence in that they serve the yard or yard activities,
describes the principal results of the region-wide analysis. g e but the persons involved are not directly employed by the
In Section IV, reglonal sconomic effects are deaggregated to g Complex. Examples of indirect employment are materials
produce results for logations within the Philadeliphia . suppliers and handlers, truckers, food workers, etco.
Metropolitan area. Section V then uses the regional and :
local impacts to produce revenue consegquences for state and o The indirect effects of the potential Complex closure
local governments. ¥Finally, in Section VI there is a e were captured by using inpul/output analysis {I/C). In
discussion of petentizl micro impacts from a closure of the s order to produce output in any industry, inputs are reguired
Naval Complex in terms of unemployment, the duration of : f from many cother industries. The coefficients provided in
unemployment and income loss for individual workers impacted i the I/0 table indicate the reguired inputa from each of
by a closzsure. - these intermediate sectors, and given ratios of output per
employes for each sector, it is possible to compute the
levels of employment needed to produce the intermediate
coutput. The wages and salaries of those employees can also
be computed uzing industry average wage rates.

ZEmpla}ﬁﬁent bresldowna iisted hore are sourped from THIFE.



The next step was to determine the induced Jjob losses.
Given the employment and income figures repoited above, the
WEZFA Group's model of the Philadelphia SMSA was simulated
after removing the employment and income indicated by the
first two steps. The decrease in employment and income
lzads to reductions in spending by these former employeeas
and thus additional income and jobs are lest from Ehe area.
This additional reducticn in the number of jobs is the
employment muliiplier.

Finally, an estimate of Lhe effect of the Complex
glosure was made for retail sales within the metropolitan
area. An egquation was added to the WEFR Group regional

modsl for Philadelphia for total retail sales. Thus, once

the simulation to determine the induced effecls of the
clasure ogourred, the specific effect on retail sales was

established.

Another method of measuring the impact of the Complex
closing on the FPhiladelphia econowy iz to use an cutput
measire. The most comnonly used measure is known as Gross
Matrcpolitan Broduct {GMP). Thisz measure is comparable
falthough not an exact analogy} to the commonly reported
Gross MNational Product measure. While dabz have been
relezsed in recent years which measure gross product for
states, no such meagure has bheen caleculated for areas

amaller than states., The WEFA Group proceeded by estimating

GMP for the Philadelphia SMSA using the available state

estimates as a starting point. TFollowing this, an estimate

of the decrease in GMP Chat would occur with the Complex
closing was made.

1TI. Impacts on Regional Employment and Income

The direct employment and income effects were

determined from data which were supplied to The WEFA Group
by the PEL. These data indicate that closing the Mavy

itself.

persconnal will also leave the azea.

‘the induced effects arising from the
‘income accounting purposes, however,
‘military personnel are counted in the region's totals, and
‘therefore were included,

The income data supplied to the

' yard employeas earned £250.9 million
sthat the other civilian employees at
1 $110.2 million in wages and salaries

personnel received $140.7 million in

Complex would result in the direct loss of 12,966 givilian
Jjokar; of that total, 8,600 are associated with the Navy Yard

A3 @& result of the Complex Closure, €279 military
This figure includes
- those permanently associated wiith the hase as well as a
number of 'afloat' personnel {Military perscnnel who are
-assigned to thase ships currently being repaired at the
vard) . The currept number of afleat personnel was used.
While the number of afloat personnel has varied over the
years, the current number is approzimately esqual to the
average level that has ewisted during the past ten years.

The transfer of military personnel is not carried over
‘inte the computation of the induced effects of the Complex
closure on the Philadelphia SMSA economy. By convention,
military personnal staticoned in a particular region are not
ceounted in the employment statisbtics
- Consequently, their inclusion here would tend teo overstalte

fer that region.

Complex closure. Faor
the =zalaries paid %o

EEL indicate that the
in wages zand salaries,
the hase received

and that the military
wages and salaries,

: Once the direct employment and income effects were
‘determined, the indirect effects could ba ecalculated. The
‘indirect employment figures that were generated using the
1/0 table are shown in Table 1. &As can been seen, the
direct employment effects caused a loss of 12,966 jobs, with
‘mogt of these being jobs associated with the yard. The loss

—rmat



of activity and associated purchases led to an additional
2,077 jobs being eliminated.

With the direct and indirect effects determined, the
Philadelphia model was simulated to eatimate the induced
effects. That simulation showed that an additicnal 13,838
joks would e removed from the econony if the Complex
closed. In addition, wages and salaries would fall by
$365.9 million for this group.

v

Pahle 1

Direct, Indirect and Induced Employment and Income Effects.
{(Wagas are in Thousands of Nominal Dollars)

Employment

Direct Losses:

Shipyard 8, 600 $250,754
Gov-Civilian (Base) 4,364 119,202
Gov-Military - 140,675

Sub-total 12, 966 $501, 631

Indirect Los=es;
2,077 347,324

Induced lozzes:
13, 358 5365, 900

Total 28, 80% $914,855

In addition to the wage and salary losses would also be
losses in 'non-wage' income. Non-wage income includes
praprietors' income, other lakor imcome (benefit pavments -
insurance and cther fringe benefits), dividends, interest
and rent and transfer payments {unemployment compansgation,
food stamps, =zoecial security, ete.). O0Ff course, fewexr
soclal security taxes would be paid as well. These
additional income losses were shown to total $2%4.7 million.
This brings the total loss of income to $1209.6 milliom.

The projected loss of incecme brings with 1t a decrease
in spending. Using the equatbion zdded to the Fhiladelphia

te drop by sligitly more than 1 mercent, or $382.7 million.
Please nole that thisz loszs in reball zales iz already
raeflected in the induced losses figure reocorted in Table 1
above,

Lastly, an estimate of the decline in GMP as a result
of the Naval Complex closure was prepared, using the
methodelegy briefly ocutlined in gechicon 3. GMP was
estimated to drep by 1.5 percent or $2000.2 million.

SMSA model for this study, total rctail sales were estimated



IV. Intra-Regional Effacts

Bazed on the regiopal calculations for enployment
produced by WEFA, PEL developed an estimate of the number of
employees at risk from a full closure of the Fhiladelphia
Waval Complex Iw state and county divisions. Table 2
displays the estimate of employment leoss by location within
the region.

Table 2. Residence of Civilisn Empleoyeos affecled hy Naval Complesn
Operations

Nunber FPercert
Loczticn of Workers ol Aolal
Penngylvania 19,394 BT L0%
I*hiladelphia 12,418 44 7%
Bucis %07 2.1%
Chestex 260 (A
Dolaware 3,318 1225
Moncgorery 20 I.4%
Hew Jersey 2,670 A0.0%
Burlington Ge7 2.0%
Camds=n 4,335 15.0%
Gloucester 2,899 10, 0%
Delawara Leo 1.9%
O=her 63 J.3%
Total 28,301, 100 .G%
Souree: Employmenc distribullons are baaod on the residences of
Philadelphia Mavsl Shioya-d ewploysss as supplied by the
Ehiladelphia Waval Shipya=d.

FEL estimated the loss by location from employment

statistics provided by the Philadelphia Naval Shipyard. The

Shipyard provided a count of its current work force

categorized by the residential location of the employees. |
PEL then extended the distributicn to all Waval Complex 1
related workers. The assumption is that the distribution of




A

employees at the Shipyard approzimates the distribution
likely to be found among zll Base employees and those
workers whaosge 9cobs are tied to Naval Base cperations.

City of Philadelphis

Lurrert
Philadolphia

Fhiladeiphia

- habor Torcs larcent
; Lehor Force without Compiex Change
Table 2 shows that the brunt of the employment effect ) T wis age T e
Employs { L oV 580 -
from a ¢leosure of the Waval Complex would be borne by the bPuyee ‘ trployed a7z, 382 1.0
, . . ) Unemp Loyved £2,500 Unerployed S5,418 3c.4
states of Pennsaylvania and New Jersey. Withln Pennsylvania, e e
- ' ' . L e .
the City of Philadelphia and Delaware County will suffer the Pt Tozal F27,.50C Trtal 727,800
greatest consegquences as nearly 13,000 Philadelphia a .
. \ N LGy e Le
residents and owver 5,000 from Delaware County could risk e - e - EHTW”LYme”t .
: : - ; S g . ale .
losing their jobs from closing of the Complex. In New S
Jarsay, over 4,000 regidents of Camden County could be - Nelaware Covnly, B
affected, while the number at risk in Gloucester County is o T ; —————————————————
\ o Lrrran Dalawdre Counts
1ikely te be nearly 3,000. . ¥
¥ arly = Dalaware Counly lLabor voroe Percert
: Labor Fooos witbout Complex Change
Ta place these numbers in some soxt of context, FEL ThEAn. T T T e el
calculataed the effect on current labor force demographics in & ?ﬂﬂﬂfed ) 2?&W30 T oy 273,382 -1.%
the region by assuming that at-risk employees will be added a ImmPJWEG_“Tﬂ:EE??_ Uzl oyed lg, 618 7.0
to the region's current nunber of unemployed. Theszse effects m Totzl 290,000 Total 290,000
are detalled in Tabkle 3 for thoze locations whare the =
largest impacts are likely to he felt. : Hnemployment Unerpl oyment
Rate 3.4 Rate 5.7
camden Touanoy, XNJ
Table 3. Changes in regicnal ucemployswens races from a fall closure of CEEERERANIT D e :
tne Rhiladeiphia Haval Comolex o fiw Curranl Camder Coeualy
_ e o Camden County Labar Taroo nrocnt
S Labor Poroce wilhont Corpiox Changs
PHSE R e i
G L mme e T
———————————— . aa o Exp:loyed 220,438 Emplayed LA, 026 -2.0
g {urrent Ecglonal . i Unems s oyed 11,753 Un=mplovead £,175 37,8
Xegional Lahon Foroe Peroant o ! [
Labor Force without Complex Chauge o Total 32,7201 Takal 232,701
EmpLogad 2,?1D,EDG %mplayed 2,281;300 ;;-i . i? Unemployment Unenployrent
Unemp loyad 113,706 Unemployed 142,600 -4 i Rate 5.1 Rave 7.0
Total 2,423,900 rokal 2,422,900 o
g Unenployment: Unemp: Loymans
Rate 4.7 Rale 5.9 3 i
S I
o -
'k S 'A‘:‘-:»‘\c;:
i 2
' .
: . .
i : et e
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= L
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Froucester County,

Currant
Glouzaster Counly
Labor Torce

Glovesester County
Laoor Faoroa
witlcut Complex

Percent
Changsa

Emnoloyead o

7 Emp loyerd B, 510 -3.0
Tnemployad 5

Unemoloyoed BedBE 53.3

Total Lotal

Tremp laymant
Hale 3.4

Unemp Loyment:
iabe 8.2

Stete of Pennsylvania

Currard
Pennuylvaria
Labor Force

Fronngylwvania
el Force
without Comp e

Percent
Change
3,921,40¢ —G.4
AR5, 30£ 3.7

Emoloyved
Unempiayard

5,54, 000
34&,000

B Ioyerd
Unemp loyed

Total Tomal

dnemplovment
Eate noF

g Loymen b
Rati £,

]

Tate

Curreons
MNew Jerzey
Lakxzv Foroo

New Jersey
Lalszr Foroe
withoul, Dornplax

rercant
Change

Emzloyed
Sroemp Losyac]

F,48, 200
Z99,000

1,048,200

Empiloyed 2,8
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There are twe ways to wview the impact on the region's
employment from a closure of the Naval Complex. From the
perspective of the number of émployed rezidents in the ares,
the impact appears minimal. ©Cnly 1.3 percent of the
region’'s currently employed work force is affected by a
potential clasure of the Nawal Compiex., Ewven in the hardest 1
hit lecations the number affected reoresents no more than 3
percent of employed residents. However, when viewed from
the perspective of increasing the number of unenmployed in
the region, the impact on the Fhiladelphia area from cleosing
the Naval Compiex is devastating.




Table 3 shows that a full ¢losure of the Naval Complex
could increase the PMSA's nuanker of unemploved by 25
percent, sending the current unenployment rate Lrom 4.7
percent te 5.% percent. For indiwideal communities within
the region the effeck is even greater. Fhiladelphia's
unemployment rate increascs by 30 percent, the rate in
Delaware County goes up by 47 percent, Csmden County in HNew
Jersey faces the praospect of a 37 percent Jump in
unemployed, and Gloucester County <ould suffer as much az 53
percant iancrease in unemnploysad,

Bezldes the impact or the region's employment, the
Naval Complex alsoc contributes significamtly to Lhe region's
incoma. As stated previocusly, the WEFA model estimates $915
million in wage and salary income as a resull of Complex
activities and approximately $295 millicn in non-wage
income. The petential %1.2 billion in lost incoms as a
rasult of closing the Complex represents 1.6 percent of the
regicn's total personal income reported for 1086, 3

In Table 4 the income effect is deaggregated For the
eight counties withdin the Philadalphia metropclitan area.
The deaggregation was accomplished by allocating the
regional income figures to individeal ccunties acconding to
the proporticon of the Nawal shipyard work force residing in
a particular county. For exzample, since 44.7 percent of the
shipyard work forge lives in Philadelphia 1t was estimated
that 44.7 percent of the $1.2 killion or 5541 million in
income at risk from a closurxe of the Naval Complex would be
potentially iost in Philadeiphis.

Table 4 gshows that four of the reglon's eight counties
stand to lose over 5100 million in iccome if the Complex
closes, In additien to the City of Philadelphia's potential
loss of 5541 millien, Delaware County could lose up Lo §135
miliion, Camden County %181 million and Gloucester County
5121 millien. These losses make up relalively small
percentages of the total perscnal income genexated in each
of these lecaticons. The losses represent befween 2 and 2.5

F311tam 5. S=all ard Janice Fanning Madden, Fost-Industrial
thiladaiphia: Srrouctueral Changes in the Melrapelitan Eoonomy
{Philadelphis: University of Pennsyivania Fress, 2530, p. 130,

percent of total personal income in the counties.? However,
the consequencesz for the region's local governments from
such a drop in income can pose significant difficulties, as
discussed in Section IV.

rersonal income figqures For individual ccunties ¢an be found ia
Stull and Madden, pp. 152-1924.



V., Consequences for State and Local Governments

I

Jaiava

Table 5 shows the major state and local tax revenues
that are dependent on Philadelphia Waval Complex operations.
The total of 586 million understates actual governmental
revenuas that accrue to states and municipalities in fhe
region because 2 number of minor taxes and fees that would
be affected by a closure of the Complex are not listed. A
precise estimate of such revenues is simply not possible.

noasoeT
Clouniy

Camden 531

In Table 5 state tax revenues are calculated by
allocating a proportion of the relevant regional econamic
impact to the state on the basis of the stake's share of
Complex—related employment and then multiplying that figure
by the state's tax rate. For example, in deriving
Pennsylvania income tax dependent on Cemplex activities,
67.8 percent cof the civilian wage and salary income,
estimated by the WEFA model to bo related to Complex
activities, is multiplied by —he current Pennsylvania state
income tax rate of 2.1 percent to provide %11.4 miilion in
income tax revenue.> Sales tax revenues are similarly
calculated excepl that the WEFA-estimated retail sales
figure of $382.7 million i3 used as the basis for the
calculation. The base for eslimnated business taxes ig
derived from the relationship between proprieteor income and
personal income reported by the State of Pennsylvania,6
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Table 5 reports owver 537 million in state tax revenues
at risk from a closure of the Philadelvhiz Kawval Comple=x.

Of this £37 milliieon, nearly %25 millicn could he lost by the
- State of Fennaylvania, $12 million by the State of New
Jersey and $700,000 by the 3tate of Delaware.

tne Phllade_phia Hawval G

Full Clusurs o

Lans)
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SThm rroportion of Complex—relsted empleyens residing in

Fennsylvania is estimated tc be €7.8 norcent based oo Zigures Srom
Fhiladelphia Faval Shipyvard records.
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SCommonwealtlk of Pennsylwania, 1287 Ponpayivania Abstrach: A
gtatistical Fact Book, Penusvlvania 5tate Data Conter, 1987, p. 932,
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AOnual Govorumental o Roverus fmpacoa

; . . = o u o of 525.6 million in
OftﬂEPhLdehmlaPMvmlcm@ﬂex The procedure produced an estimate =
(Collarys o MIitTiara)

: Philadelphia wage tax that is dependent on Naval Complex
_— o _ operations.

Swall amounts of wage tax revenues ars also at
risk in Pennaylvania's suburban counties. Municipal-school
district wage taxes of 1 percenl are relatively common in
Bucks, Cheater and Montgomery counties, Baged on the

estimated employment from these logcaticns, each county was
Eifﬁi:i;iﬁ . < 52 J : expected to lose approximately $100,000 from a closure of
Delaware ' | ! iz.: the Complex. HNo wage tax effset was caloulated for Delaware
County or for the thres New Jersey counties because the tax
iz not commonly employed in these locations.

Stata Income

Wax

Total ' S .

MUnieipal iy Property Fusineus To determine real estate tax revenues that might be .
 Tan iax dependent upon Complex activities, PEL calculated the median
_— _ o real estate tax burden for a family with an income of
Fhiladelphia ; ) _ $50,000 for each of the e¢ight counties ip the region.’ The
Dehﬂmrelnmy_ o 0 : . local real estate tax burden was then multiplied by the
Bucks ¥ i . numper of civilian and military families estimated to reside
Cheater : X j ' p . : in each county.?®
Mentgoms Ty 1 - ‘ . .
Hew Jersay ; . Table 5 details the estimated amocunt of real estate
famdon . Lo : taxes paid by Complex-related familie= in each of the elght
Glovcester . L r - ’ counties in the Philadelphia SMSLA. Closure of the Complex
iiiiMﬁﬁn _____ . . . f would place at risk over $46 million in these taxes
T T : throughout the region. Once again, Philadelphia, Delaware,
Camden and Gloucester counties are most effected, depending
on Complex-related operations for £23.6 miiliaon, $8.9
million, $12.2 million and $6.3 million,

To approximate the revenue
calculations_were made for three
Property and husiness taxes,

the wage tax effect was simila
derivi

respectively,
impacht on local government
major taxes, wage-incone ' e 1f the Complex were to close, it is nob likely that all
r = r . % - = i i
The procedure for estimating : e these real estate taw revenues wolld e lost to the
r to that enployed for

municipalities in the Philadelphia area. Housing would be
Philadelphia's wage tax risk consuned, but at a }G?EI rours cwtey oo toss of income
vage el N ¥ing 44 .7 percent of the civilian _ : EszlTK;rleEEdlfimillis fcgld Sufi?r S?E ko Cigsuizée i:i
e Complex by 4,94 percent, the resident tax chane ing o ooss by reestina re of §25.0 !
rate; the athey 55.3 percent of Nawal Complex civilian wages ' TEYeRues assuming a reduced T dneome of 25,000, this
Was multiplied by 4.3125 percent, {the non-resident tax rate.
For income generated away from the Complex, |
that 44,7 prercant af these Wage

e procedure for determinin
resldential rate and that the r

. g the real estabe Tax hurden is
\ ©st would not be subject to _ _ : 'fchrle‘i in District of Columbia, Department of Finance and Aeverue,
the Phllade_lphla WELgE ta}{.

fax Bates and Tax Burdeos ir the Diszrict of Colurbla: a Naticnwide
Uomparison® (1589), po. 5-§.

0y state income taxss,
¥as determined by multipl

. ) .
it was assumed i :
3 Were tamable at the

8Ragsed o0 28,900 civillians snd Z,072 military koused off the Dase,



figure was then subtracted from the original real estate tax
figure with the difference interpreted as the potential loss
1n real estate tax revenues freom closing the Complex.

Fat , Chapter VI: Social Costs of Closure/Realignment of the
stimated lozses are reported in Table 6 for each county in Fhiladelphia Naval Complex
the region.

The sccial cocsts of cleosing or realigning the
Philadelphia Naval Complex, like the sccial costs of closing
any private industrial plant, are manifold and not easy to
measure. The privalte costs experienced by directly
displaced workers arxe only one part of the scocial costs of
displacement. Socizal cosits inolude increased public
Pennsylvania expendituraes on unemployment compengalbion, health and
Philadelphia : welfare benefits, and increased training and educational
giéi:are County : costs., There are alsc additional private costs that are
Chester i felt throughout the labor markxet by individuals that
Montgomery experience wage reductions ox fewer cmployment opportunities
a3 a result of labor coversupply in certain industrial
Negai:rse? _ sectors, However, this chapter will focus on those aspactsa
Glouggster .8 . of the costs of worker dispiacement that have besn most
Burlingten . S stndied and are most clesarly measurable, economic losses Lo
directly dispiaced workers and impaots on public
expendlitures for programs to alleviate the effects of
displacement.

Table &. Estimated Lost Real Estate Tax Revenues
{Pollars in Milliocns)

ounty

Tortzal

Studiesg that attempt to measure economic costs borne by
displaced workers consider impacts on wage earnings, while a
variety of other costs are necessarily excluded from the
calculation, such as loss of health and pension benefits,
and the employment security that accompanies seniority.
Howgver, reduced earnings experienced by displaced workers
upen reemployment are a sigpificant part of the total
private ceosts of displacement, and are likely to indicate
the propertion of long term earnings potential that is lost
to individeals az a result of the logs of firm-specifie,
occupation-specific, and industry-specific skills and
investments. Earnings losses also include lesses during a
transitlional period of unemployment, unstable employment ox
underemployment, that can be of long duration in many cases.

The discussion below will first address what might he
the post-closure or post-realignument experiences of workers
dizplaced as a direct, indirect, or induced result of




closure or realignment of the Naval Complex. Case studies : location, the state of t#e national ?anﬂmy* =nd
of comparable eventg of woarxer digplacement will be examined : ; characteristics of individual workers.
in the following section. Finally, there iz a review of the
literature regarding the most gignificant factors inpacting

on the economic costs experienced by displaced workers,

The discussion below 1llustrates the range of pGFEHtl%l
Jimpacts that might be felt by the average worker who ?s i:;:
‘off as a direct or indirect result of clasure or regllgn

:of the Naval Complex, and nad at least three vears job
~tenure at the time of layoff. The figures presev?ed ?re
.intended to be illustrative of the range of possible lTﬁiCts
“on displaced weorkers on average. The actual effects w1th

Or realigoment . vary depending or the state of the nationalticcnzmiﬂjil )
drawing on three scurces. ' “time of lavoff, as well as.the.strenth of : ?nzuztrial
bisplaced Worker Survey “labor market in manufacturing 1ndustr1§ilan&f1dis beiel
spective on the range of ‘gectors reguiring skills thatlmatc% ?kll ?.G . W?ll ety
exparienced by displaced ‘workers. The impacts on particular 1n§1;1?uaure v

This analysis will draw on the only widely, depending most importantly on Job ten d;ril _

ta sample on displaced worketrs, the ‘eollar status, and educaticnal level, and secon y QI

. - d prelayeff wage, as
Dizplaced Worker Survey (6WS) conducted in 1984, 1986 and ‘other factors such as age, sex, race, and p i
1988, as part of the uU. 3. Census Bureau's Current ‘discuszed below.

Fopulation Survey. Second, projections will he mades of
unemployment duraticns and reemploymont
of PHSY workers based o available statistiecal models of
ampioyment. impacts an displaced workers. Third, the
prospects for reemployment for PNSY workers within the
Philadelphia PMsa labor market will he aszessed based on
Pennsylvania Department of Labor and Industry prosjectiona of
occupational growth within the region through 1995,

Ezstimated Effects oFf Closura/Reall

gnment. of the Philadolphia
Naval Complex on Displacad Workers

This section will 2stimate the potential costs to
WOYKers in the Fhiladelphia region oF closure
of the Philadelgphia Nawval Comple:x,
First, the results of the natiaonal
will be examined to provide a per
effects that will he likely to be
workars as g gronp.
avallable nationzl da

earnings for groups o Migration:

Between 13 and 17 percent of laid off workers oould
‘relocate to another city or county to find or t?ke a?other
‘job, possibly cutside the Philadelphia metropolitan mrea.l6
‘Men would be more likely to relocate than women (between
‘and 21 percent of men versus between 9 and 11 ?ercent of
‘women would relogcate), and younger workers wcu;? be much ;
.mare likely to xelocate than clder workers (workers 55 an
over could range from 5 to 7 percent relocatéd].
Unemployment rates and earnings losses are likely to be Ly
loweyr for those workers that do relocate, but these c?ul e
compensated for by other losszes, inciuding nen-econonic

i. Impacts on the Average Displaced Worker

The Displaced Worker Survey conducted in 1984, 1986 and

1888 asked z11 rezpondents in the Current Population Survey

conducted by the 7. 3. Bureau of the Census whether they or

any adult member of their household lozt a job or left a Job
during the previgus five years "because of a plant closing,

an employer geoing out of busineszs, a layoff from which (the

Wworker) was not recalled or other similar reasons.” Aan i ; S
affirmative response triggered 4 variety of supplemental

, . . i —— - Schgzl, "Displaced
questions regarding worker characteristics and Post-layoff ®Dats are drawn From Faul G.Jxﬂlt aéi;&liingﬁislébarEEviEM
experience. Comparisons of the results of the DWE conducted : vorkers of 1979-83: how Wel:-l"ﬂa‘::f_q‘;“zil;:lzé';mr:c:ric' change: displaced
' ; : - PR S 1385; Francis W. Horvath e Dl T . o
it @ach year provided important dats on the sensitivity of = ;zzier: or]&&lnaz,” Mmﬂﬂﬂy’iabor Bewiow, June -937; and Dianz E. llorz,
post layoff experiences of displaced workers to geagraphical

. . : . : B S_g7. T
‘Worker dizplacement in a period of rapid Job expansion: 1583 .
Monthly Labor Roview, May 1990,




Workers that will leave the labor force: ' L Unemployment Durabion:

Over the first five years following layoff, ' ; - Median weeks unemployed for all workers over the fixsi
apprezimately 15 percent of laid off workers will leave the . five years after displacement is likely to range from 18
labor force through retirement or discouragement {including . weeks to 24 weeks.'? For workers 55 and over, the meédian
approximately one-third of those age 55 to ¢4, and : = duraticn of unemployment is likely to range from 29 Lo 32
approximately two-thirds of those 65 and ovex} Labor : weeks. The median unemployment duration would range from 15
force exit rates for blues collar warkers over the next five f weeks for workers with 13 to 15 weeks of schooling to 39
¥ears are likely to range from 11 to 14 percent, while axit 1 : weaks for workers with 11 or fewer weexs of schooling.
rates for non-managerial white collar workers are likely to )
be somewhat higher, at about 18 percent. Exit rates for : Blue collar workers would be hardest hit out of all
service occupations could range from 18 to 24 pearcent. ' : occupational categories. Workers in occupaticnal categories
_ such as operatorsz, fabricalors, and laborers would face
Unemployment Rates: : ) = median unemployment durations of between 17 and 52 wesks,
depending on educational attainment. Workera in precision

Over the first five years following layaff, E '- production, crafi, and repair cecupaticns fzeosd durations
unemployment rates could range from 14 to 25 percent for all ) o from 15 to 26 weeks, depending on educaticnzl attainment..
laid off workers. Unemployuwent rates are likely to ke two o
to four percentage peints higher for men compared to women, - Loss of Benefits:
and significantly higher for blacks and Hispanics when
compared to whites. Ungmplovment rates for blacks rould o The percentage of workers likely to lesze all health
range from 21 to 41 percent, and for Hispanies, from 18 to Mo insurance coverage as a result of layeff could rangs from 32
34 percent. Unemployment rates for blue collar workers to 35 percent.
could range from 16 to 31 percent, significantly higher than
for nen-managerial white collar pesitions, which could range
from 16 to 21 percent.

Part time Reemployment:

The proportion of reemployed workers who are likely to

be reemployed only part-time over the five vears following
layoff could range Lrom 5 to 14 percent, assuming the b 100da iy based oo a nomposite measure of anemploymens durstion,
pattern in the industrial code "other transportation : o which includes all pericds without work between displacemonz and Eur.'vi_:;r

i ' i i ] 3 ] ' : i a3y KEY: & : : : i oul of Lhe labor farce at the
équipment, " which includes the shipbuilding industry. 2 uate:ﬂa werkers enploved, wnemployed, ﬁngcmL.o o at
Survey Gate. Howewor, the aclLual expecignoe of these groups may vsrys
siace fhase emploved at She survey date experienced durations of 13
weeks; those wnemploved, 21 to 32 weexs; and those not in the labor
force, B3 to Bi weeks. A differenl messure of unermploymenk duration
would ke average durstion of unemployment between displacement and fizst
reemployment . This statistis exhibits greater ucifiormity ameny the
three groups of warkers, ranging from B weeks for workers reemployed at
suzvey date, htoe ¥ weeks for theose whke had held a Jobr after displacemsnt
but were unemployed at survey dake, znd 3 weeks for those who had belc a
seb afzer displacemsnt but weroe not in the Zzbor fores sl the survey
dacte. These durations are not directly compsvable with the composite
durations iisted above becavse drawn fzom o later survey, ths 19838 DWS.




Loss of Wages:

while naticnwide the percent of displaced WD;iiZit G
reemployed in the =ame indus#ry w%s ?lose tz zzriers fc;ced

the madian a4 reglonal basiz the proportion c? d?ifiziil? cinee rates
worker is likely o exXxperience reemployment wages that are £0 change industries could ?ﬁzYsitgnin A Particular region
13 to 15 percent below income at the time of layoff, a éf decline or gr?wth U# an lntzs ;i naizional industrial
nominal earaings reduction. Taking into account expected ill vary more widely than ra tion of BNSY workers reguired
wage increazses that would have oceurrad in the absence of decline or ngWthf The p?ozarkiies ;Uuld, as a result, be
layoff, the real losses are likely to he higher. The to change occupations or indust

significs ' than the npational average.
-Workers facing the most Bevere carnings losses will be thoze $1gnlflﬂdntly higher t©
with 11 or fewar years of schooling, ard in blue collar

occupational categories.

For those reemployed part time or fuil time,

One siqnificant.change obsexved in the moretrizizb
pisplaced Worker Survey of 198? WaSs thatDzO:§:i; e rers
“rs reempleoyed following service indUStr%es W?s lncriaiiziiigcjzgustries:

layoff, the Percentage of workers likely to suffer nominal ‘ displaced f?om Jobs in ?he tél'ties trade, and durable
earnings losses, assuming the pattern of layoffs in the ﬁranSPDrtatlon aéd publ}? utl ;d gn;urred at the same bLime
"other transportation equipment" industria]l classification, goods manufacturing. TRis i? wer; becoming more likely to
which includes the shipbuilding industry, aould rangea from ﬁhat disp}acediwmrkﬁfs 2vera industries. This could

19 percent te &3 percent. The perceatage of raeemployed find mew Jobs in their LDrmez';ions in some manufacturing
workers likely tec suffer nominal earnings lossas, assuming reflect generally bEtteraEDn ;iﬁ resurgence of 1%87 and
the pattern of layeffs in =11 industrias, could vange from _ sectors and the general econo

aCC‘,DL‘Lnt t.I = |{ L Ji S52CL 0T
1 E in . i I i asin 3_(]1"-"’1_,.1"_ L'-.}f Serr c2
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I Y i Creass i 1 r:l..:‘l.?_'lli IlgS :LI I the F‘Ii or ,]. :}b r

that real 2arnings losses could be greater, |

Considering omly those work

a0 : : employment .

Unenployvoment Ingurance Cosig!:

Occupational changes:

Almost all displaced PNSY workers Wgulfhzepzi;giiizeier
Leses than half of reemployed workers are likely to be f UNenpl Oyment b?HEfitsr sased o EZiithiéuld range from B2
reempioyed in the same general ococupaticnal category. Those - ikely to receiwvs unemplcgment Dfiﬂn provided by the
workers reemployed in new occupations are likely to - to 69 percent. Based on lnfg;maband Industry regarding
eiperience more adverse effects than the median figures ' : ‘Pennsylwvania Depar#ment of Lé oL ates for displaced workers
quoted abowe, The cecupational groups most likely ta be - unemployment henefl? exhaugth? r;ennqylvania; the
reemployed in a new oescupatiocnal category include: handlers, i An defense-related industries is L

: . o from 29 to 33
equipment cleaners, helpers and laborera: mackine operators, : percentage exhausting bepefits could range
assemblers, and inspectors: and technicians and zelated : ‘percent.
Support. The following occupaticral groups are the most
likely to he reemployed in the service sector,
2arnings are significantl
sactor:

where median . Amony FNSY blue coilar wcrkﬂfﬂr thzsiaiﬁoi;izegzchzzcﬂ
¥ lower than in the blue ecollar ‘do not exhaust unemployment-bEHEfltStéznq (approximately
machine operators, assemblers, and inspectars; : o ‘production, craft, aéd repay occ?pa :negplgyment penefits
transportation and material moving occupationa; and , 000 workers) are lLikely to rece;;eweeks. Those who
handlers, egquipment cleaners, helpers, and laborers, for an average of between 15 and

Fi fall
regeive hbut do not exhaust unemployment benefltstézis
nto gperators, fabricateors, and laborers occupalie
{approximately 1,000 workers} are likely to reca:i




unemplayment benefits for an average of between 17 and 26 relocated, household head, married, and weenployed in a
weeks. (Total actual duraticons of unenpleyment. on averags, : ﬁifferent industry and coccupation. The model white collar
however, would be significantly higher.) &t weekly benefits G PNSY worker had these characteristics: prelayveff weekly wage
of $250 per person, total unemployment insurance costs for éf 5556, age 40, tenure at PNSY of 13 years, 14 years of
EFN3Y blue collar workers could range from $22 to 531 : formal education, white, male, receiving unemployment
millien. compensation, not relogated, household head, married,
: originally employed in a clerical occupation, and reemployed

amonyg PN3Y white collar workers, non-PNSY Naval Complex S in a different industry and occcupation.
workers, and workers laid off as an indirect or induced :
result of cutbacks at the Complex, those who do not exhanst : The statistical models employed measured unemployment
benefits are likely to receive benefits for an average of g : duration and wage losses as a functicn of various worker
between 18 and 24 weeks. Therefore, the costas of providing h i characteristics and data about the regionzl and naticnal
unemployment compensatien te 2,000 white collar emplovees at = gconomy. The following assumptions were made with regaxd to
the shipyard, 4,000 other civilian employees at the Nawval : the regicnal ecconomy: average annual empleoyment growing at
Complex, 2,000 displaced "indirect” workers, and 14,000 s : a rate of 2 percent, regionzal unemployment rate at 5
displaced "induced”™ workers, could range from 574 millicn : - ﬁercent, averade annural change in the wnemployment rate at
595 miilion. i +.2 percent, avarage annual change in regicnal employment in
: industrial classificaticn 37 (which includes the

The cost to support benefits to former Waval Complex = shipbuilding industry) at -2.2 percent. Rstimates of
federal workers will be borne by the federal government. i unemployment duraticn and wage losses were made assuming
Indirect and induced unemployment costs, however, will be e naticnal recessicnary conditions and also assuming a
borne by state unemployment insurance funds in Pennsylvania, e cantinuation of expansicnary conditions.
New Jersey, and Delaware, and could range from $53 million
to 56% miilian.

Under the assumption of continued national economic

_ : aexpansion, the average PASY bklue collar worker can expect

Sy : o unemployment durzticons ranging from 21 to 43 weeks, and wage

- lasses from the pre—displacement level of $511 per week to a
Significant medical and psychological effeckts will be : recoployment level of hetween 5300 and $370 dgollars per

experienced by workexs with leng unemployment durations and o week. Under nationally recessiocnary conditions, this same

low reemployment success. ' - worker could expect unemployment durations from 33 to 43

: - weeks, and reemployment wages ranging from $260 to $350
Impacts on Model PNSY Workers : - dollars per week,

Statistical models of the post-displacement experiences - The average PHEY white collar worker, under
of displaced workers were empioved to determine the impact : ' : e¥pansionary conditions, can expect unemployment duraiions
of displacement on PNSY workers. Using data regarding the : ranging from 25 to 27 weeks, and wage iosses £rom the pre-
average characteristics of PHSY workers, it was possible to : o displacement level of $55]1 per week to a resemployment level
arrive at projecticns of the range of possible outcomes for . s of between $320 and $480 dollars per week. Under nationally
wmodel blue collar and white collar PNSY workers. The model o receagionary conditions, this same woarker could expect
blue collar waorker was assumed to have the following : o unemployment durations from 16 to 38 weeks, and reemployment
characteristics: prelayoff weekly wage of £511, age 41, + wages ranging from 3300 te $410 dollars per week.
tenure at FNSY of 13 years, 12 years of formal education, o
white, male, receiving unemployment compensation, not




These projections are Averages only, and do not roflect

the wide range of likely variation in outcomes amonyg
individuals.

The takile clearly indicates that there are a few
poccupational categories where a partic?larly laroe
propertion of laid off workers ares unlikely to lmc?te new
jobs in the region in similar cccupaticnal CatEgDrlES:
Based on ar examination of the ratic of PNSY workers in
ﬁarticular cccupational categories and projecteé anmaa.l
growkth in those occupations, the workers most ll%&ly to
¢hange coccupatiens include: electrical installation and
maintenance workers; insulation workers; plumbérs and
pipefitters; electrical and communications equlpmentl .
mechanics; marine machinery mechanics; riggers: preclision
metal workers; hollermakers; machinisis; sheet metal
workars; shipfitters: metal processors; welders; and .
equipment operators, These categories of workers combined
account for 5,278 workers or 60 percent of tota} PH5Y
enmploynsnt . Thesze are among the workers %oat llkélf tao
experience severs lossaes as a result of displacement,

1ii. Possible Experience of PNSY Workers in the

Regional
Labor Market

The Pemnsylvania Department of Labor and Industry has
complled prodecticns of Job openings in the Philadelphia
Primary Metropolitan Statistical Aresn (FMSA} Lhrough 2995,
by ccocupation. These projections are based on nat:icnal,
Statewide, and regional data and are based cn projecticons of
growth by industry and cucupational structure within each
industry over the period from 1984 to 1255, The methodology
for these projections was developed by the U. 3. Bureau of
Lakor Statistics {BL3). The cccupational provjections are

Lased on the Ccocupational Employment Statistics {OES)
cccupational clas

Jurvey
alfication system devised by BLE inm 1983.

Projected occupational growth by 0ES ogcupatienal
Cclasses was compared ta the existing occupaticnal strycture
at PN3Y, as reported by the Shipyard Controller. The
Shipyard Occupational struckture is orgznized according to

‘the U. 8. Cffice of Personnel Management {(OPL) General
Scheduie system. Where posaible, OPM Occupalbional Taroups™
wera matched to OBS accupatiocnal categories.
OFM "Series" were matched ta URE categories.

Case Stuadies

The feollowing case study of the Boston Navallshipyard
élosing iz ingluded to provide hackground concerning the
type of impacts resulting from and puhlictrespmnses
necessitated by the closing of a Naval Shipyard. Th? degFee
of economic losses experienced by workers displaced in Fhls
tase are not intended as projections of impacts likely in
the eveni of a PNSY clesure. The actual impacts on workers
involved in a particular layoff even: will always depend on
iccal and national eceoncmic conditions at the time of %ayoff
and werker characteristics. Ancother impertant factor in Fhe
case of a Naval Shipyard closing will be the extent to which
reamployment coppurtunities are mads availabl? within the
Department of Defense or other federal agenEJES,IE?d the
gextent to which -job search, relocaticon, or Ietral?lﬂg
assistance is made zvailable through pubklic or private
programs.

ln zome cases,

Table 7 presents a comparison between projected average
annual growth of various occupational categories in the
Fhiladelphia FMSA with the approximate number of PNSY
workers with similar @coupational characteristics. Ta some
tases, and Particularly for blue callar oocupaticns, it was

Pessible to match OES cocupational categories exactly with
OPM categories.

In other cases, broad occupational groupings
Were matched. The comparisons are suggestive of the
relative difficulicy that various Types of workers will
experience in locating new jobs comparable to their old
jobs, in the avent of PHNSY closure or realignment.
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i. The Boston Naval Shipyard 2 percent had recelved unemployment benefits, ware

unemployed at survey date, and were not receiving

A decizion te close the Boston Naval Shipyard in April - - unemployment benefits for scme reazson other than
19873 resulted in the displacemenl of over 5,000 civilian o gxhaustion of available henafits.

employees of the Shipyard over the following twe years. 4
survey of the 5,327 people who were erployed at the Shipyard - . These figures suggest that 53 percent of workers had
as of Japuary 1, 1873 was conducted in June 1875 by the _ . found jeobs immediately after layoff, or some time afterx
Massachusetts Joint Commission on Federal Base Canversion,l?l - o ayoff pricr to the survey. The survey also showed that 52
1218 responses were received. The average time since lavoER - S srcent of workers were still employed at the time of
at the time of survey was 18.6 months, and the average ; i ﬁrvey, and 22 percent of them had federal sohs, presumably
tenure of the employees prior to layoff was 18.6 years. Uit acause they had bkeen kept on at the 3Jhipvard or transferred
: ¢ the Department. Thus the high reemployment rate of

With regard to post-layoff outcomes at the time of - .ﬁipyard workeras overall was due in sigrificaent part to
survey, the work force breaks down as follows: e fforts of the Department of Defensze to tranafer and
' ' reemploy former Shipyard employees.

23 percent were transferred by the Department of

Pefense ar placed immediately in priwvate industry i The survey also revealed that 435 percent of former

and were not eligible for unemployment : : Shipyard employees were receiving reftiremenrt benefits at the
compensation. i time of survey, which was very close to the 48 percent that
: Had been projected by the Pepartment of Defernse based on the
3 perceent were maintained in employment at <he 4 o number of workers estimated eligible for retirement

Shipyard as part of the Planning Group, and never o benefits. These individuals werc nol necessarily ouft of the
collected unemployment benefits, ' ‘: - labor force, especially those under 55, for whom benefits

- were not sufficient to compesnsate for the loss of fuil time
3 percent were reemplioyed without collecting any ' : . employmant .
npaemrployment penaefits, although they were eligible

for benefits at some time. hverage duraticn of unemployment benefits was 36.1

weeks. Thisg figure is higher than would be expected for

23 percent were reemployed after having collected . diaplaced workers teoday under similar circumstances, since
unemployment benefits for socme time. o the maximum number cof weeks available under the unemployment
_ G compensaticn progran ranged from 2% to 65 between 1%73 and
35 percent were still recelving unemplovment o 1595 in Massachusetts, compared to 26 weeks currently in
penefits . ' ' Fennaylvania.

5 percent were unemployed af-er exhausting : Hourly wages

of workers reemployed at the time of
available unemployment benefits.

csurvey were $55.43 on average, a2n estimated 10,3 percent less
in rezl terms, or i0.3 percent less than the workers weould
have been earning had the Shipyard remained open, assuming
wage increases at the Shipyard are proportional to increases
in the cost of living. At ieast 53 percent of those working
lost at least 29 percent of pricr income in real terms.

Dyyssachuseltlis Jeint Commission on Fodera: Baso Conversion, "The
1373 Kilitary Baze Cloauraes 9 Massachusetts: What Heppered to the
kmzloyees, T Boston, HMA, 1376,




The average wage of those working in federal -jobs was _ .
¥6.84, while average wages for those nol reemplayed by the : : 5=ill, wage losses for PNSY workers will be determined
iederal government was $5.22. Almost half of all workers ' - gignifiecantly by the extent to which the federal qﬂvernmgnt
reemployed cutside the federal government exverienced a Loss : : ig able or willing to provide opportunities for federal Jobs
of inceme of 10 percent or more in nominal terms, while only - in related areas to displaced PNSY workers. For workers at
14 percent of workers reemployed with the federal government the Boston Shipyard, these opportunities were available
experienced comparable loszes. o through the Department of Defense's Friority Placement
- System which gave displaced workers preference for any

These figures auggest that the role of the Department - vacant jobs throughout the Department. This program placed
of Defense in finding new employment for shipyard workers ? 1,219 formsr Shipyard employees, or 24 percent of total
waz of matjor imporiance in determining post-displacement : workers laild off., The Department alsco coffered employees
wage levels. Such would most likely be true in the b bppertunities to transfer to cther federal agencies.
cirecumstances surrounding a Wawval Shipvard celoging today. .h' S
The figures also suggest the importance of utilizing firm- ' o . Also of assistance to Boston Shipyard workers was the
and industrial-specific human capital to prevent large post : ‘fact that retirement income was made available by the
displacement wage losszes. o {ﬁepartment to over 2,200 Bhipyard workers, ox £5 percent of
‘those laid off. ¥ligibility was granted to those with 20

The NWavy's experience with reductions in the work force ; :years service over 50 years old, to those with 25 years of
at Naval Shipyards nationally :In the 1980s suggests that _ 'jx ‘aervice, and to those owver 53 years cld. Employees were
significant work force reductions can be accomplished ; ? 4lso reimbursed for relocation expenses, to facilitate
without layoffs. The givilizn work force at PNSY has o ranzfers.
declined from 13,335 asz o Sentemper 30, 1983 to about 9,000 ;
today. A reduction of over 5,000 personznel was accomplished o . The Department's Office of Economic Adjustment
at the nation’s public shipyards between February and ' ‘administered and coordinated the federal response. The
December of 1985, primarily through attrition and the - fedaral Department of Labkor, through the Sefense Employ§e§
relezse of temporary employees. Another 653 employees were T ‘Reemployment Program (DERF), provided funding for retraining
reasgigned to other positions or were downgraded in position i - assistance which was utilized by 800 workers. This program
£o meet force reduction targets. Only 59 employees lost - rovided a $2800 voucher to each participant which cﬂu%dlbe
employment as a result of thege targeted force reductiona. 12 o used to pay for con the job tralning, institutional tra%nlng,
This suggests that a gradual reduction in peraonnel can be i income supplements for workers reenployed at low salaries,
accomplished at public shipyvards with fairly modest levels ' and Job search and relocation assistance.
of separation, and that the guantity of worker displacement :
and the severity of the effects on the workers will depend : o : The state Division of Employment Security prmvid§d orn-
on Havy choices regarding the speed of the o site teams to take unemployment insurance and retrain;n?
closure/realignment timetakble and personnel reassignments. applications, and administered DERP and the Public Service
However, the fiscal environment of the 19802, and the - Jobs program which provided direct public employment to 200
pressure to achieve real reduction in the defense budget, is : - ‘workers. The state desided to exempt retirement inceme from
likely to make personnel reassignment and transfer of - : unemployment eligibility consideration for two years
displaced Shipyvard workers within the federal government : : : following layoff. City agencies helped place affected
more difficuit than in recent decades. ' f ﬁ residents in trzining and the Public Service Jobs program.

' T oo ' The City's Economic Development and Industrial Corporation

12 . . , _. L _ : established an industrial park at the rformer Shipyard site,

V. 8. Ganeral Accounting 007 e, MNavy Manpower, Washinglon, 3. e
C., November 24, :886. ) o which employed 25 former yard employees. i




Organized information about the job market and Job
earch assistance gignificantly lowered economic losses from
displacement, regardless of the strengih of the local labor
market, according to cone study,l6 Generally, case studies
of plant closings in the 19260s and 19703 suggesated that age,

ji. Other Case Studies

fase studies of individual plant tlo=ings have
concluded that age and high job tenure is associatred with
10w rates of reempleoyment and high private costs of ob tenure, sex, race, edvcation and skill lewvel were the
displacement.lE fiigh levels of formal education is . : most significant factors affecting reemployment earnings
aszociated with higher reemplioyment rates. One of the o fter displacement, and duration of unenploynent .

parlicr studies of defense estabiishment closings reported
tkat the average length of unemployment for displaced
defense workers was 14.3 weeks for men and 23.4 weeks for
ngen_lé 8kill and income levels were also found teo be
important in determining unemployment rates. Workers with
the lewest ezrnings levels were generally found to have the
nighest unemployment rates, possibly reflecting the
readjustment. difficulties of parbicular ocoupational groups
with below average incomes.

Key Factors Affecting Qutcomes for Displaced Werkers

. Numerous studies analyzing recently availabie data
samples on the post-displacement experiences of displaced
workers have addressed the guestion of which factors most
irifluence the duration of Joblessness and financizl lossaes
¥esulting frgm'displacement. Thesc studiez have Locused
oth on the characteristics of individuals and the
gonditions of local economies and labor markets in which
ayoff events take place. The discussion below addresses
the characteristics of workers and labor markets which have
been found most significant in affecting the outcome of
warker displacement. The conclusions suggest. that in the
vent of displacement, assistance efforts should be targeted
n blue collar workers, workers with hi gh jcb tenure,
torkers with low levels of genaral education, workers with
pecific non-traznaferable skills, and workers with skills
for which local or national demand is in deciine. Given the
iighly specialized skills of PN2Y blus collar workers, and
he decline of manufacturing industries in the Philadelphia
conamy, the literature summarized helow strongly suggests
hat PNSY blue ecollar workers will be more adversely
fffeated by displacement than tke average displaced worker
n the nation. Az a result, the real impacts of PNSY

- Z;QSure or realigament on PHNSY workers could be more severe
Viyor discussion of past case studles, see Jeanne Prial Gordus, : Sahin -han the projected impacts outlined above, which are based

paul Jariey, acd Louls A, Ferman, Pilact Cicsings and Economic h naticonal average cutcomes for displzced workers.
pisigoetion, (Falamazon, Mighigan: W. K. UpZohn Instiluse for Espioyment :
peszarch, 19811, pp. €7-90.

Local laber market condiiisns were alse found ta be
important in most case studies. The extent to which a
Particular closing had a large percentage efiiect on the
regional unemployment rate was found Lo be a sigaificant
zactor in affecting reemployment rates of displaced workers.
rhe ability of a local labor market to absorb displaced
workers depended not only on the iniitial regiocnal
pnexployment race, bul. alsoc the size and diversity of the
local eccnomy. More diwersified economies exhibited greates
apility to aksorb displaced workers.t” Mass layofifs that
rave a significant effect on regional urnenployment rates can
result in "labor market congestion® that can itself prolong
;he ungmpleymencs of displaced workers.

o e A
e

porerl Brandewein, "Ermployment Bxperience of Discharged DeZenze
gorke=s," Monthly Labor Revisw, October 1365, m. 1213,

*3perbort. 8. Pavnes, Resparch on Labor Mobility: An Appraisal of

rah Fimndings in the United States, [(Weslpors, COT: Greenwonod Pressa, : iEYalanda Eendarson, "efense Cotbacis in thc Sow Zngland Eoonemy™
136,

=W England Eeoncmic Review, {JulyfAug. 1945) .

t':



Conditions in Regional Labor Markets : another atudy finds that reemployment success is more
cansitive to local cenditions in the worker's industry of
Available evidence suggests thalk the private costs of _ "?,' digplacement than to the total local economy; changes in
layelfs are particularly burdensome in the context ofF ' giployment in the 2 digit industry of displacement are mare
gimiltanecia economic weakness regiozally. Howland and "i gnificant in affecting reemployment wages and unemployment
petersom find that local labor market conditions are among - jipaticns than total employment growkth in the regional
the most influential factors affecting post-displacement : : Ebnomy.ls Anocther study, however, found that as local area
gxperience.l? For blue collar workera, their study Tinds 'H nployment increases, losses lncrease significantlylgor
that the most influential wariables affecting post-— : 11 categories of workers except blue collar females. The
displacement ocutcomes are growth in the industry £from which me authors alse found that area vnemployment rate at the
the worker is displaced, and race. For whkite collar - ‘e of displacement was one of the most consistently
manufacturing workers, they find that the most influential jgnificant variables affecting unemployment duraticn for

factors are the loczl unemploymeni rate, the recent change i o a1l groups male and female, white «ollar and blue collar, ¥
in the lecal unemplovment rate, and years of formal : o
education. ' o . National Economic Conditions

Theze factors are significant boecause they Lo some . : 2 Natiornal economic conditions have a significant impact
extert capture labor supply rclative to demard, while Lotal : o @i reemployment experiences of displaced workers.
encloyment growth and manufacturing employrment growth _ S Reemployment rates of displaced workens surveyed as part of
capture changes in labor desand only. For blue collar : L Ele Current Population Survey wary by more than 10
workers, change in employment Zor the industry of ' o éicentaqe points betweea the 1384 aurvey that survayed
displacement, without reference to changes in lapor supply e : 'éfkers aisplaced during the recessionary years of 1579-8B3
available to Chat industry, could reflect relewvant labor A G 4 the 1988 survey that surveyed workers displaced during
market conditions because declines in manufacturing : o ¢ expansionary years of 1%983-87. Other studies confirm
employment are more influential in affecting ecuilibrium E - '”ét the state of the national econamy in the year laid off

wages tharn changes in labor supply. Arguably, this isg S s 4% a significant effect on reemployment wages and
pecause labor supply is relatively static for a2 particular i o .ﬁémployment durations.=1

industrial sector in lighl of the high proportion of blue ‘

aollar skills that are industry-specific. Woite collar

workers, on the cother hand, have more general skills and

their reemployment experiences will be more influenced by :

labor market conditions generally, as measured by level and _ o St —

growth of the unemployment rate. This suggests that few ' -
conclusicns about the cutcomez of displacement for PNSY
workers can be drawn from facts about growth io total

employmant or even growkth in manufacturing sector employment

in the Fhiladelphia PMS3. : i%Mighael Podguraky and Paul Swaim, "Job Displacement and Earnings
Lpgar Evidence from Lhe Displaced Worker Survey,” Industrial and Labor
teilations RBeview, octobher 1987, po. 17-2%. (1357h}

; 18Marie Uowland, Flant Closings and Worker Diisplacement: e
gicnal Tssuas, {(Ealamazoo, Michigan: The W. E. Upjohn Instizutse =Cr
Employment, Ressarsh, 1238, pp. 125-14159.

: 2041 chael Fodgursky and Paul Swaim, "Durasion of Jobklessness

- ‘sllowing Displacament, ™ Industrial Relations, Fall 1987, pp. 213-226.
l'avie Howland and Goorge Peterscon, "Lahor Markel Conditicns and

Fhe Recmplovmant of Cisplaced Worke=s3, " Indoshrial and Laiscr KRelarions :

Fevisw, Dctober 14%gd, e 2lpowland and Petexzson [1988) sad Howland (1858).
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Analyzes of displacement in the 1260e and 1970s show
Lhat men who lost 9Yobs between 1965 and 1278, when there

were two recessions and the unemployment rate ranged from 5
to 8.5 percent,

negative dervending on the nature of the laboar market zand
er Characteristics_EE

ware mare likely to be reemployved part time : Financial lesses due to displacement should be higher
or in different occupations than men who lost jobs during tiworkers with ligh prelayoff wages to the extent that
the period from 1966 to 1862 when the SConomy was expanding ese wages represent nonproductive rents due to

and unemployment. was under 4 percent nationally. The nionization or discrimination; or firm-, occupation—, or
workers displaced in the former recessionary period lost an ndistry-specific human capital or skills that cannot be
average of 6 percent of their former Wwages upch lized upon reemmloyment. Losses should ke smaller for
reamployment, while workars displaced during the rﬁérs with high prelayeoff wages to the extent that wagean
®xpansionary period suffered no wage lose on average after e spresent occupation- or industry-specific capital that can
displacement , 42 : Perutilized upon resmployment, or general human capital.

Prelayoff Wages Tanure

Howland and Peterson find thatr Lhe greater the
prelayoff wage, the greater the finangial loases to
displaced workers, dune to greater wage differentials betwsen gnificant and consistently reported in the literature on

former and reemployment wages, 23 Podgursky and Swaim found o diker displacemert.?®
that pricr earnings are a good predictor of post :

displacement 2arnings, but proportionate loases rise a3
prior earnings rise.

rerationship between greater jon tenure and greater
rnings losses uwpon displacement is one of the most

~ Padgursky and Swaim found that greater tenure increases
rnings loss most significantiy for blue collar men,
suggesting a grealer ' 5 réflecting the degree to which blue collar experience

less in specific capital investments for blue collar tesilis in industry-specific skills. They zalso found that
workers. In another study, Fedgursky and Swaim found that Jjob: tenure is positively related to unemployment duration
pPrelayoff wages were not well correlated with duration of : quﬁblue collar males and white gollar and service
wnemployment, for all groups with the exception of white : § e fetales, 27 Madden finds that =sarnings losses associated
collar and service sectar Temales, who experienced shorter ' with displacement are Jreater for those with higher job
durations as prelayoff wages increase, 2l Ancther study, aﬂﬁre, but that the effect is most significant for women . 23

however, finds that higher prelayoff wages are correlated Howland finds that vears worked at a Jobh prior to layeff has
with shorter unemployment curations for all groups. Thig

suggests that the impact of prelayocff wages may be positive

Froporbicnate lesses are greater for
Blue collar than for white collar men,

250ahn 7. hdcdiscn and Pedrc Perlugal, "The Effect of Advancoo
Ctification of Flant Clo=ings on Unemployvment. " Industrial and Labor
elationy Reviaw, Vol ¢l., Mo 1., pp. 3-16.

“paniel 3. Eamermzsh, "What Do We Koow Aboub Worker Displacemonl
"hgo Didscriminatian in o 0. the T, 5.7,

2 awid Shapirc and Stewven 1. Sandczll, ;" Industrial Relations, Winter 198%, p 38.
Sovthorn Economic Review, Tuly 1983,

Wages and Displaced Older Mexpy, ™
930-102 . 2Tpodgursky and Swaim {19874) and (289470 .
23H0wland &nd Peterascn (1988) . 28Janice Farning Madden, “"The Distribubior of Reoneris Losacs

Emﬂng Disnlaced Workers: Mezsurcmoni Mazaods Macter, " The Journal of

2dpaegursky and Swaim {1987s) and {1987k}, uman Resources, Vol 23, Ro. 1., pp. 32-107,
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a significant effect on unemployment duration and

nrficantly grearter for men formerly employed in
reemployment earnings.

éssional /managerial cccupations, and significantly
1¥ér for men in clerical positions. For women, logses
Addison and Portugal criticize the ¢laim that high _ oo gnificantly smaller for workers formerly in sales and
tenure means high wage losses with the ohservabion that high . ‘cal positions. For beth sexes, according to Madden,
Job tenure is positively correlated with high post ' ‘@ollar workers experience the greatest losses."-%
displacement wages.SV However, this only indicates that i

work experience results in both general and specific skills,
including both skills thad are specific to an ogoupatien,
specific to an industry, as well as general skills. This
chservation does not, however, imply that workers with
higher tenure should not eEperience nigher losses as a atries may suffer greater losses than otherwise
proportion of former earnings. Hamermesh sheows that while - ﬁ al workers. However, this cornclusion could be
tenure has a positive effect on post displacement earnings : i fied by the possibility that these differences reflect
for mest groups, this effect is not significant in the case _
of blue collar males, indicating the high specificity of e dgursky and Swaim found that whether or not a displaced
their skills.31 e o remains in the same 3 digit industry and accupation
rticulariy significant for blue collar men, reflecting
pecificity of their skilis. Madden finds that women

nged industry upen reemployrent aiso experienced
o [

Mast studies conclude that blue collar workers suffer : i earnings losses than women who did not.S>°
larger than average financial losses from displacement.

Priar Qecoupation

Howland finds that blue collar workers sxperience longear ' e _}, #ny displaced blue collar workers are Iikely to be
unemployment duraticns, but not larger sarnings logses. 2 o oyed in the
Podgursky and Swaim found, however, that male craft workers S ﬁrmaticn o2
experienced smaller earnings losses than other blue collar '
workers, suggesiing a greater Lransferability of their
skills to other sactora of tie econRocmy.  They alsoc found
that male craft employees expericnced shorter unemployment
duratiors, while the same effect was not in evidence 1in the
Case of female blue collar crafi emplonES.SB Madden finds
that earnings losses asscciated with displacement are

service sector. The overall

the regicnal economy from a goods-

clfig economy to 2 service producing eceoncmy has

kted in some negative impacts which have been noticed in

t.@pmhitan areas throughout the gountxy, such as lower

gasand purchasing power at the lower end of the wage

increasingly unstable employment manifested in the
epce of part-time employment, high turnover, and

”TTBuSGEPtibility to ceyciical swings; and barriers to

mobility for workers formerly employed in

cturing sectors. 2ll of these are drawbacks to

29 awland (L3RG . _ : ,ﬁ?ment in the service sector which cannot be easily

”Gd-:_}hn T. Addisen and Pedre Zortugsl, "JTob Displacemant, Relative
Wage Changes, and Dusation of Unemployment, ™ Journal of Labor Eoononiios,
1889, vel. 7, Wo. 3., PR. 2HI-302Z,

M amermesh (1989) .

howiang (1938) |

P Podgursxy and Swaim (198%a) and (18475).



accounted for by comparing wages before and after .P, 4nd Swaim argue that the relatiwvely high propertian of

displacement.>® iidisplaced workers that seek employment in new industries and
M' coupations impliies that educationzl attainmerni: will be a
Race . isqor factor in determining unemployment durations and
semployment wages. Thelr studiss snow that additicnal

There is no clear conzensus in the literature regarding e ducatlonal attainment reduced unemployment duralions,
t@e issue of whether being a member of a minority group has - fereased the probability of full time reemployment, reducead
significant effect on losses associated with displacement. : . gsses 1n earnings, and ingreased the probability of
The fact that minorities on average experience greatar i o 'eplaclng group health insurance through recnployment..
lesses following displacement, therefore, is most likely the . . : his study also found that educaltion had a greater impact on
result of the fact that minority workers are more likely to | . ‘eemployment earnings in the case of white collar workers.

have other characteristics which correlate with financial . iGwever, there was also a significant improvement in blue
losaes, such as educational level and blue collar status. . - . ollar earnings resulting from sducation. 38

Sex Vi - . Age

Thers iz not clear ¢onsensus on the offect of sax on : 31 There 15 no consensus in tke literature on the
post displacement experience. L - nificance af age in predicting losses form displacement.

' . . fact that old people on average experience greater
Education . e es ig most likely to reflect Jjeb tenure and gduczhional
' els rather thzn the intrinsic effects of age. Howaver,

211 studies that address the effects of formal S . here is some disagreement on this issue.
education on post displacement ezxperience conclude that '_" .
greater formal education reduced the losses associated with - " Shapiro and Sandell find that the relationship between
displacement, both in terms of unemployment duration and L ag_fand wage does not differ drarmatically hefore and after
wage losses. These effects could be at least partiy due to - o displacement in the case of workers betwesen the ages of 45
differences in the job search bshavior of different workers, : . and65. However, workers over the age of 65 appear to
because educational lewel could relate to access to and ' B iffer wage penalties from displacement. The study finds an
ability to process labor market information.=' This i © o dtimated effect of job tenure on wages of 0.5 percent per
suggests that impacts on less educated workers can he @8 '0f tenurs., This figure suggests thalt a large part of
significantly mitigated through job search assistance and = S ge:losses experienced by workers of all ages after
labor market information assistance. : S disp acement can be explained as a result of the loss of job

: ¥e, and the asscciated non transferable investments that

Howland and Peterxson find that additicnal formal - ndt be vtilized after displacement. However, in the case
education reduced leosses, but the returns te education are - Wwarkers 65 and over, there remains a significant residue
stronger for white collar workers, congistant with the :- b observed wage loss after displacement that cannot be
theory that white ccllar wages are more closely determined ) e ained as a result of losz in job tenure and specific
through general skills gained through education. Podgursky : iﬁﬁ lls, and must therefore be due to some other factor such
o T : ;& : ncreasad cost to employers of hiring older workers, age

BEEHIl‘y Blusstone and Zerneil Harrison, The Deindustrialization of S
Averica; (New Yovk: Basic Books, 1882), p. 94 ' s 3Buoyland and Peterpon (1988), and Micksel Fodgersky and Faul

37 L MDo more—educated workers Iars better Following jolz loas?,
Hamernnesh (19837 . . - : Iy Laber Review, Ragqust 1940¢, p. 43,




discriminaiion, or accelerated human capital depreciation
not taken inteo acogunt in pre layoff wages.

Love and Torrence find that workers 55 and older
experience unempioyment durations 28.8% percent longer than
that experienced by workers undaer 55. By limiting their
gsample to only those workera who were reemployed after
displacement, and including therefore only those workers who
were "committed to staying in the labor fumce and finding
full-time reemployment,™ it was found that age is again a
eignificant predicteor of unemployment durations, and that
snemployment spells were 35.7 percent longer for workers in
the category of ages 55 and clder. (The median duration for
workers in this subsample was B weoks and, for older
workers, 11 weeksa.} Lowe and Torrence alsce found that age
has a significant effect on reemployment earnings; workers
55 and older received wages 16.5 perceni less than younger
workers, reflecting the fact that workers were more likely
to be reewmploved on a part—time basis. However, the effect
of age on wage losses is insignificant when only workers

. . | . . ... &
reemployed full time are included 1n the s.atrnpufe.-':JJ

These pesults are explicable in terms of the different
Job search behavier of oplder individuals. Because older
individuals have the opticm of receiving retirement benefits
such as pensions and social security, it is likely that
their reservation wages will be higher is relation te the
distribution of wage offers they face when compared to
workers without retirement options. This will result in
longer duraticns than younger workers without necessarily
higher reemployment sarnings lewvels (and possibly lower
levels, depending on the level of retirement benefits
available}, which ia conzistent with the above empirical
results, The availability of generous retirement benefits
could be a significant factor preventing displaced clder
workers from suffering wage losses that are directly
explicable as a result of their age. However, glder worksxrs

EQShapiro and Sanda=11l (1385,

4ﬁ]’)u}uglaa fi. Love and William D. “orreacs, "The Impact of Worksr
Age on Unemployment and bBarnings Afler Plani Cloainga,™ The Journal of
seroatology, Vol. 44, Mo. 5, po. 519G-5195.

-rfelated with job tenura, which i=2 a major factor
heiated with wage loss after displacement.
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