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I. INTRODUCTION
The purpose of this report is to present Maine's action plan for a comprehensive statewide
economic adjustment program to address actual and threatened defense-related economic
dislocations.
Defense adjustment planning began formally in Maine in July of 1990, when Governor John
McKernan issued an Executive Order establishing the Task Force on Defense and the Maine
Economy. Since that time planning efforts have raced to keep up with the pace of events. As
new base closings and contract cutbacks were first rumored, then announced, Maine's state-wide
Task Force and regional committees i:n northern, southern, and central Maine have worked
against the clock to analyze the impacts of defense spending, assess resources, and plan for the
future. This report describes where we stand today and recommends action steps by local, state
and federal governments to minimize the impact of defense cutbacks and strengthen the Maine
economy.
Although great progress has been made, this report is by no means the final word. Important
pieces of the puzzle remain to be filled in. The Loring Readjustment Conunittee, after having
conducted thorough surveys and inventories, is now putting together its formal strategy. The
KEYS Coalition in southern Yark County is also now in the midst of its strategic planning as
a follow-up to an economic defense dependency analysis. The communities of Bath, Brunswick
and Topsham have forged an economic alliance to develop a regional defense adjustment
strategy. Likewise, the Androscoggin Valley area has prepared broad impact assessments and
strategies. Finally, the Greater Portland area is just beginning to explore its defense dependency.
The analysis presented in this report reflects the energies and ingenuity of many people and
organizations around Maine. The assistance of the staffs of the Southern Maine Regional
Planning Commission, the Capital Coastal Council of Governments, the Androscoggin Council
of Governments, the Northern Maine Regional Planning Commission, and the Greater Portland
Council of Governments has been invaluable in guiding our analysis and coordinating the work
of Maine's regional defense dependency initiatives. The many State agencies that are members
of the Task Force have provided an array of expertise and insight. However, the commitment of
time and resources by the Maine Department of Labor deserves special note and appreciation.
Finally, this Statewide effort and the more significant partnerships and initiatives that it has
fostered would not have been possible without the assistance and guidance of Maine's Economic
Development Representative, Sandford Blitz, and the Philadelphia regional office of the
Economic Development Administration.
Much remains to be done. The structure of Maine's defense dependency and condition of the
Maine economy is in constant flux. This action plan seeks to offer a starting point to the
development of a flexible and effective approach to economic diversification that will allow
Maine's defense dependent communities, industries and workers to adjust to the economic
restructuring that is accompanying the downsizing of the nation's defense complex.

2

II. MAINE'S ECONOMIC DEFENSE DEPENDENCY
1. The Maine Economy Today
The ·Maine economy has been through a difficult period, but there are indications that the
decline has halted. As shown in Figure 1, Maine reached a plateau of employment in 1989,
which was sustained through mid-1990, and then began a steady decline until September 1991.
Over the past year, employment growth has been quite erratic, increasing in some months and
decreasing in others. Although the decline in the Maine economy has been significant, it does
appear that Maine has not been as dramatically affected by the recession as the rest of the New
England economy, where employment began declining earlier, and has declined more steeply and
consistently than Maine.

The Governor's Consensus Economic Forecasting Commission projects a slow weak recovery
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Figure 1 Nonagricultural Employment Growth; January 1988 through
July 1992
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for Maine, with total employment in Maine remaining well below 19R9 levels through at least
I ()95.
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Figure 2

Employment change in Maine and New England

A number of factors will contribute to Maine's weak performance. The greatest unknown is
future defense spending. As summarized in the box below, the Forecasting Commission's
projections take into account downsizing at Maine's largest private defense contractor, Bath Iron
Works, and the closing of Loring Air Force Base in Aroostook County. However any additional
unanticipated cutbacks would materially worsen Maine's economic outlook.
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Table 1
Adjustments to Maine State Government Winter 1992-93 Forecast

B.I.W. downsizing:
reduced employment in Transportation Equipment Mfg. by 125 jobs each quarter beginning
1992:4, ending 1995:4 (total of 1,125 over 9 quarters).
State & Local Government Sector:
reduced State & Local Government employment at 3% annual rate over four quarters;
1993;3 through 1994:2 (total 2,390 jobs).
Loring A.F.B. Shutdown:
Job losses associated with Loring personnel:

Fed. Civilian -33
Fed. Military -324

-33
-592

-34
-794

-250
-907

-150
-199

0
0

(tot. -500)
(tot. -2,816)

Job losses due to curtailed local base expenditures:

Tran, Comm, Util.
Wholesale Trade
Services

'93:3

'93:4

0
0
0

0
0
0

'94:1
-5
-42
-45

'94:2
-5
-42
-45

'94:3
-5
-42
-45

'94:4
0
-42
-45

(tot. -15)
(tot. -168)
(tot. -180)

Gains from subcontractors hired to maintain base after closure:
Services
Loring Totals:

0
-357

0
-625

0
-920

0

0

-1,249 -441

+150 (tot.+150)
+63 (tot. -3,529)

(Loring data are from draft estimates of Loring Base Closure Office dated 10/26/92)
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2. Maine's Defense Dependency
During the 1970's and 1980's, the flow of federal defense-related dollars became an
increasingly important component of the Maine economy. In fact, direct Defense Department
spending in Maine (procurement and DOD salaries) rose from less than 2% of gross state product
in the early 1970's to nearly 9% by 1992 as shown in Figure 3. Nationally, defense spending
accounted for only 5% of GDP in 1992. When all Portsmouth Naval Shipyard expenditures,
including all salaries and wages, are included in the Maine total, defense expenditures in 1992
totaled almost $1.8 billion.
Virtually all of the growth in defense spending during the 1970's and 1980's is
attributable to defense procurement, of which Bath Iron Works has accounted for over 90%.
Federal defense wages and salaries, reflecting the number of federal civilian and military
personnel, have experienced much slower growth, as shown in Figure 4.
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Gauging the contribution of defense spending to the Maine economy is a complex task.
A traditional input/output approach to. economic impact analysis (estimating the direct and
indirect jobs needed to fulfill a given level of defense demand) suggests that 62,885 jobs and
$1.4 billion in earnings in Maine were directly or indirectly supported by defense-related
activities in 1989. By this measure nearly 9% of all Maine jobs and almost 11% of total earnings
were dependent, either directly or indirectly, upon meeting the defense needs of the United States.
The larger share attributable to defense-related earnings in Maine reflects the relatively high
wages earned by many defense-dependent workers in the State. Table 2 offers an estimate of the
employment and earnings contributions of defense spending in Maine in 1989 at a time when
defense-related employment was at a peak.
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In fact, these estimates under-represent the level of economic activity in Maine supported
by defense spending. Each of the major defense facilities are the predominant actor in Maine's
relatively small and fragile rural economies. Consequently, their loss would not only eliminate
the majority of well-paying jobs in their regions, but would undermine the critical mass of the
regional economies they support. The closure of Loring AFB, for example, threatens to raise the
costs of utilities and government services to remaining businesses, diminish property values and
the viability of the Presque Isle Airport. Similar effects could be expected with the loss of any
of Maine's major defense facilities.

.

TABLE 2
ECONOMIC IMPACT OF DEFENSE SPENDING IN MAINE: 1989
(Source: Maine State Planning Office)
FACILITY

DIRECT EMPLOYMENT
CIVILIAN MILITARY

BRUNSWICK NAS
900
LORING AFB
900
PORTSMOUTH NSY 8,000
NATIONAL GUARD*
525
OTHER DoD
300
BIW
11,400
OTHER PRIV FIRMS 3,800

TOTAL

25,825

INDIRECT
EMPLOYMENT TOTAL

EARNINGS(MIL)

3,000
3,300
**
3,900
4,800
**
0

1,700
3,600
3,300
885
1,610
7,700
3,265

5,600
7,800
11,300
5,310
6,710
19,100
7,065

$160
$168
$206
$86
$138
$524
$166

15,000

22,060

62,885
8.8%

$1,448
10.9%

Percent of Maine Total
# 4,500 Maine residents. Earnings exclude those of non-Maine workers.
* 300 full-time, 3,600 part-time.
** Military included under Other DoD.

A. Employment Impacts of Recent and Impending Defense Cutbacks in Maine

Over the last three years the Maine economy has suffered the impact of defense cutbacks.
Reductions have caused lay-offs at private defense contractors like Bath Iron Works, National
Semiconductor and Mid-State Machine. Federal installations in Maine have also experienced
reductions in force.
Between 1989 and 1992 Maine lost a total of nearly 7400 defense-related jobs. The
number of defense jobs that were lost was greater than 1% of Maine's total full and part-time
employment during these years. Even after losing so many defense jobs, the Maine economy
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remains extremely dependent upon defense spending. As 1993 begins, 8.2% of Maine workers
remain in defense dependent employment. Table 3 presents 1992 defense employment and
earnings estimates.

TABLE 3
ECONOMIC IMPACT OF DEFENSE SPENDING IN MAINE: 1992
(Source: Maine State Planning Office)
DIRECT EMPLOYMENT
CIVILIAN
MILITARY
BRUNSWICK NAS
LORING AFB
PORTSMOUTH NSY
NATIONAL GUARD*
OTHER DOD
BIW
OTHER PRIV FIRMS

TOTAL

826
956
6,873
481
300
9,817
2,600

2,797
2,538
**
4,566
4,643
**

21,853

INDIRECT
EMPLOYMENT

TOTAL

EARNINGS(MIL)

Q

1,580
2,995
2,835
1,275
1,560
6,630
2,230

5,203
6,489
9,708
6,322
6,503
16,447
4,830

$168
$158
$200
$113
$151
$509
$127

14,544

19,105

55,502
8.2%

$1,426
10.0%

Percent of Maine Total
#3,621 Maine residents. Earnings exclude those of non-Maine workers.
*283 full-time, 4,283 part-time.
**Military included under OTHER DOD.

Unfortunately, even more significant defense impacts lie ahead. Maine will lose more
defense jobs over the next 2 years (1993-1994) than occurred during the past 3 years. Job losses
at Loring AFB alone will total nearly 6500. Additional losses at Portsmouth Naval Shipyard, the
Maine National Guard and other military facilities will likely exceed 1000 jobs. In the private
sector, losses at BIW and other defense contractors could be double this figure. Consequently,
over the next two years defense job losses will again exceed 1% of Maine's resident employment
base.

B. The Character of Defense-Dependent Employment in Maine
Essentially, defense spending supports three layers of employment in Maine: direct,
intermediate and induced defense-dependent jobs. Direct employment comprises military and
civilian personnel at Maine-based military installations, and employees of prime contractors
providing goods or services directly to a unit of the Defense Department. Maine's military
installations directly employed approximately 7,200 Maine civilians and 15,000 military personnel
in 1989, as shown in Table 2. Among the federal civilian jobs in Maine in 1989 were 8,000
employees of Portsmouth Naval Shipyard (about 4,500 were Maine residents), with approximately
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2,900 employed at Loring Air Force Base,
Brunswick Naval Air Station and a number of
smaller facilities.
MAINE DEFENSE-RELATED INDUSTRIES- 1989
DIRECT EMPLOYMENT

Prime contractors provide the second
(Prime contractors & personnel of defense facilrties)
component of direct defense-dependent
employment. Bath Iron Works dominates this
category, accounting for 90% of procurement
spending in Maine. It is joined by Saco
Defense, Fiber Materials, Inc., Crowe Rope
and an array of metals, electronics and other
firms. Other Maine businesses that rely, to
varying degrees, on military procurement
include construction firms, business services,
fuel dealers, and maintenance and laundry
services that serve Maine's military bases.
Direct defense-dependent employment in
Maine in 1989 is estimated at over 39,825 as
shown in column A of Table 4, and accounted
Figure 5
for 63% of Maine's defense-dependent
employment. There are over 2000 firms in Maine that do business either as prime contractors
awarded procurement contracts or who provide goods and services to military bases located in
the State.
Intermediate employment is provided
by firms producing inputs to prime contractors
who use them in providing final defense
products.
Comprising 14% of defenseMAINE DEFENSE-RELATED INDUSTRIES -1989
INTERMEDIATE EMPLOYMENT
dependent
jobs,
this group includes the many
e contractors
businesses that provide an array of goods and
services, from metal products to repair
WHOLESAlE TRADE
services, to Bath Iron Works and other prime
contractors in and outside the State. Among
Maine employers which have provided
intermediate defense goods or services are
Pratt & Whitney, National Semiconductor,
metal products firms, business services,
construction companies, wholesalers, and
other service firms. About 8,800 workers in
""
roo
Maine fall into the intennediate defensedependent category, as shown in column B in
Table 4.
Figure 6
EtJPLOYME~IT

ELECT EQUIPMENT
MJSC PROF SEAV

REST AUAANTS, ETC

FABRICATED METAl..
BAN Kit-e

PERSONAL SERV

EMPLOYMENT

!lll

1,000

1.~
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TABLE 4
DISTRffiUTION OF DEFENSE-DEPENDENT EMPLOYMENT IN MAINE, 1989
(A)

(B)

(C)

TOTAL

DIRECT

INTRMD
INPUTS

LOCAL
CONSMP

FEDERA):., MILITARY
TRANSPORTATION EQUIP
FEDERAL CIVILIAN
RETAIL(NON-REST.)
MEDICAL SERVICES
STATE & LOCAL GOVT
EATING & DRINKING PLACES
MISC. BUSI. SERV.
ELECT . ·EQUIPMENT
FABRICATED METAL
WHOLESALE TRADE
MISC. PROF. SERV.
CONSTRUCTION
NON-ELEC MACHINES
NON-PROFIT ORG.
BANKING
PER. SERV. & MISC. REPAIR
REAL ESTATE
PRIVATE HOUSEHOLD
INSURANCE
HOTELS
EDUCATION
AMUSE.&RECREATION
AUTO REPAIR/SERVICE
PUBLIC UTILITIES
FOOD PROCESSING
PRINTING
INSTRUMENTS
TRUCKING
CREDIT&FINANCE
COMMUNICATION
LUMBER
STONE,CLAY & GLASS
LOCAL/INTERURBAN TRANSP.
APPAREL
LEATHER
AIR TRANSP.
PAPER
RUBBER
FURNITURE
MOTION PICTURES
MISC. MANUF.
AGRI/FOR/FISH SERV.
OTHER TRANSP.
TEXTILES
PRIMARY METALS
RAILROAD
CHEMICALS

15,000
12,276
10,900
3,183
2,294
2,126
1, 77 6
1,302
1,209
1,150
1,110
1,040
894
845
741
631
561
383 .
335
335
326
302
273
254
185
168
150
135
134
124
119
93
52
49
48
40
35

15,000
11,946
10,900
58
23

0
330
0
95
81
173
737
1,381
1,032
645
777
922
224
25
53
389
151
90
0
125
236
21
35
96
109
32
119
81
92
42
64
82
47
29
10

3

0
0
0
0
5
0
0
0
0

2

0
0
0
3,393
2,420
2,150
1,220
45
12
4
450
225
432
15
741
277
420
325
370
210
111
281
237
158
73
136
31
3
42
82
55
11
4
21
38
35
13
9
4
19
15
15
9
4
7
0
2
1

2%
2%
1%
1%
1%
1%
1%
1%
1%
1%
1%
0.4%
0.4%
0.3%
0.3%
0.2%
0.2%
0.2%
0.2%
0.2%
0.1%
0.1%
0.1%
0.1%
0.1%
0.1%
0.1%
0.1%
0.1%
0.1%
0.1%
0.1%
0.1%
0.1%
0.1%
0.1%

TOTAL

62,885

39,825

8, 77 6

14,284

100%

INDUSTRY

33

32
26
26
21
20
14
14
14
8

0

0
0
258
500
0
0
238
804
9
0
30
0
0
0

0
0
0
0
4
0
0
50
0
0

0
0
0
0
0

0
0
0
0

5

22
24
27
8
11
6

11
5
7
14
6

% OF
% OF
DEFENSE INDUSTRY
28%
21%
13%
6%
4%
4%
4%
2%
2%
2%
2%

2%

100%
84%
68%
3%
5%
3%

5%
4%
13%
37%

4%
6%
2%
16%
4%
7%
3%
2%
4%
3%
2%
3%
3%
3%
3%
2%
2%
0%
1%
3%
2%
1%
2%
2%
1%
3%
3%
2%
1%
2%
3%
1%
1%
5%
2%
2%
1%
1%

8%

Reading this table: Direct refers to workers employed by prime contractors or
defense facilities. Intrmd inputs refers to jobs associated with providing goods
or services to prime contractors or facilities.
Local Consmp refers to jobs
supporting the local consumption of direct and intermediate workers.
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MAINE DEFENSE-RElATED INDUSTRIES -1989
INDUCED EMPLOYMENT

1

AETAIL(NON-REST.
· (Loc)alicoin~su~m~t~ioinibid~ire~ct:&:in:te:rm=e~d~iat:e~woErkBei;lrs;;j&ilfirm
. .s
STATE &LOCAL GOVT
MEDICAL SERVICES

RESTAURANTS, ETC,

500

1,000

1,500
EMPlOYMENT

2,000

2,500

3,000

Finally, induced employment
refers to those jobs supported by the
purchase of goods and services by
people employed in the direct and
intermediate levels. This group consists
largely of wholesale and retail trade,
restaurants, health services, State and
local government and other consumer
industries as seen in Figure 7. Defenserelated induced employment in Maine is
estimated to number 14,284, as seen in
column C in Table 4. Representing 23%
of all defense-dependent jobs, the large
number of induced jobs reflects the
spending of both civilian defensedependent workers and military
personnel.

Figure 7

MAINE DEFENSE-DEPENDENT INDUSTRIES BY
SHARE OF INDUSTRY EMPLOYMENT

RANSPORTAllON EQUIPjiiiiiiiiiiiiiiiiiiiiiiiiiiifl
FABRICATED METAL

.l'iriiiBIBIBIIil

Defense spending touches each of
Maine's industries to varying degrees.
Among the Maine industries with the
largest proportion of defense-dependent
jobs, transportation equipment, federal
government, metal products, machinery
and electronic equipment top the list, as
shown in Figure 8. In addition, business
service industries are also among
Maine's most defense-dependent,
reflecting the many intermediate and
induced jobs supported by direct defense
activities.

lNG& DAINKNG PLACES

Many of these same industries
also employ the largest number of
defense-dependent workers as do retail
trade, medical services and state and
local government, as seen in Figure 9.
Figure 8
This mix reflects both the relatively high
level of consumption supported by the high-paying defense jobs and the labor intensity of the
trade and service sectors.
w.

10"/9
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30'Yo
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50"/o
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C. Maine's Principal Defense Facilities and
Industries
Maine's long tradition of participating in
this nation's defense has been based largely upon
its coastal location and its reputation for
shipbuilding. Bath Iron Works, Portsmouth Naval
Shipyard, Brunswick Naval Air Station and Loring
Air Force Base account for 26,000 defense jobs,
representing over 64% of all the direct defense
employment in Maine. In addition, Maine is home
to a substantial air and army guard, and several
naval communications facilities.

MAINE DEFENSE-DEPENDENT INDUSTRIES BY
NUMBER OF DEFENSE-RELATED JOBS

REST OFRETAIL{~REST)
MEDlC,l.l SERVICES
STATE& LOCAL GOVT
EATING& ORN<NG PLACES
M5C BUS! SEAV

FABRICATEDMElN..
WHXESN..ETAAOE
WJSC PFUF SERV

NO'HLECMACH!NES

(For a detailed analysis of prime contract awards
to Maine Firms and expenditures by Defense
installations in Maine, see Appendices I, 2 and 3
Background Papers #1, #2 and #3.)

•.
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~,~,~~-.~~~~--~·=--,~.=--,~.~~
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TABLE 5
PRINCIPAL MILITARY INSTALLATIONS IN MAINE
FACILITY
Portsmouth Naval Shipyard
Loring Air Force Base
Brunswick Naval Air Station
Maine Air National Guard
Maine Army National Guard

LOCATION
Kittery
Limestone
Brunswick
Bangor
Augusta

ANNUAL SPENDING, FY92 (in Millions)
PURCHASES
SALARffiS
$3.4*
$154.0*
$24.8
$85.9
$20.4
$165.8
$18.7
$19.5
$12.1
$26.0

*Estimate of runount spent in Maine. Total purchases in 1992 was $50.5 million. Salaries totaled $291.1 million,
of which $154 m was paid to Maine residents.

Though dominated by ship building, Maine's major defense contractors cover a wide array
of industries. The top ten firms, according to value of contracts awarded by the DOD over a three
and one-half year period include construction firms, textile and apparel manufacturers, makers
of equipment and parts and electronic devices, as shown in Table 6. Maine has also become
home to a small but growing number of largely high-technology defense-related firms.
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TABLE 6
TOP TEN DEFENSE PRIME CONTRACTORS IN MAINE, FY 89-MAY 1992
COMPANY

LOCATION

CONTRACT AWARDS, FY89-MA Y92

Bath Iron Works
Saco Defense
H.E. Sargent
ABB Environmental Svcs
Fiber Materials Inc
Dielectric Communications
Andrew Crowe & Sons
Creative Apparel Assoc.
A.E. Flewelling & Sons
Mid Maine Contractors
Industrial Welding & Mach.

Bath
Saco
Old Town
Portland
Biddeford
Raymond
Warren
Belfast
Washburn
Litchfield
Portland

$2, 193 million
$105.8 million
$12.1 million
$11.9 million
$8.5 million
$7.0 million
$5.3 million
$3.1 million
$2.3 million
$2.2 million
$2.1 million

Firms doing business with the DOD and with various installations in Maine are located
throughout the state. They are most heavily concentrated in southern and coastal regions. Figure
10 displays the location of military facilities and major defense contractors in Maine.

13
SELECTED DEFENSE-RELATED
FACILITIES IN MAINE 1990
(estimated civilian employment)

0

0

Military Installation
Civilian Facility

Naval Security & Communications Groups

~-

Works (11.500)

Brunswick Naval Air Station (900)
Bath Iron Works Repair Facility (under 1,000)
Saco Defense ( 800)
Fiber Materials Inc. (500)
Pratt & Whitney (300)

Figure 1 0

Kittay-Portsmouth Naval Shipyard(4.500)

Source: Maine State Planning Office. 1990.
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D. Major Defense Installations in Maine:
LORING AIR FORCE BASE

Loring Air Force Base, located in Limestone, Aroostook County, will be closed by
September 1994 pursuant to the recommendation of the 1991 Base Closure and Realignment
Commission. This decision will have devastating social and economic impacts on the
communities of Aroostook County that will reverberate across the State. A Loring Readjustment
Committee has been assembled by local and State officials .and has begun the enormous task of
planning for Loring's closure and eventual reuse and is developing a regional economic
adjustment strategy. ·
Loring AFB has been home to the 42nd Bombardment Wing of the U.S. Strategic Air
Command. It is the single largest employer in Aroostook County, providing 4019 jobs (including
3496 military). Base military and civilian personnel combined represent 10% of total
employment in the County. Moreover, wage levels at Loring are well above the county average.
Consequently, the base payroll accounts for 19% of Aroostook County wage & salary income.
Loring has played a critical role in supporting the Northern Maine economy. Total base
expenditures in fiscal year 1989 were $129 million. This included payroll, construction, services,
materials, equipment and supplies. These expenditures included $89.6 million in military and
civilian payroll, $16 million in construction projects, $14 million for services, and an additional
$9.3 million for materials, equipment and supplies. The annual operation of Loring Air Force
Base, including direct military and civilian jobs, payroll, and other base expenditures, supports
a total of 7828 jobs in Maine, generate~ $168.3 million in personal income, and $286.3 million
in business receipts. Of these, 6200 jobs, $129.5 million in personal income and $169.4 million
in business sales are located in Aroostook County. In addition, the Base plays a large role in the
provision of education, health care and fire fighting services to surrounding communities.
The citizens of central Aroostook County and Maine State government have joined
together to prepare for the final closure of Loring AFB in September 1994. A 14-member
committee has been appointed to marshall the State, federal and local resources available to
minimize the impact of base closure, to find suitable alternative uses for the facilities and to
develop a economic adjustment strategy for the region. The process now underway in Aroostook
County will be a multi-year effort that will determine how Maine will ultimately be affected by
the loss of this major economic actor.

PORTSMOUTH NAVAL SHIPYARD

Portsmouth Naval Shipyard in Kittery Maine employed approximately 6,900 civilian
workers in 1992, just over half of whom were Maine residents. In addition to the $145 million
Maine payroll, the shipyard purchased approximately $3 million in goods and service from Maine
firms. It is estimated that in addition to ·more than 3,600 direct jobs, Portsmouth Naval Shipyard
supports an additional 2,800 jobs in Maine, producing a total of $200 million in earnings. Like
any large employer, the shipyard is a crucial component of its regional economy, providing the

15
critical mass needed to support the current level of cost-effective and quality public services to
residents throughout southern York County.
Like the other seven public shipyards operated by the Navy, Portsmouth has been facing
the pressures of declining workloads as maintenance budgets are reduced and systems are
mothballed. In fact, the Portsmouth shipyard has begun the process of downsizing by reducing
its work-force by approximately 1,200 jobs between 1989 and 1992.
The longer term outlook for Portsmouth Naval Shipyard, like all Maine defense facilities,
remains uncertain. Portsmouth was not named for closure by the Base Closure Commission in
the most recent round but faces the same process again in 1995.

BRUNSWICK NAVAL AIR STATION

Brunswick Naval Air Station (NAS Brunswick), located in Brunswick, Sagadahoc County,
Maine is home of Patrol Wing FIVE, one of two Patrol Wings on the Atlantic Coast. Reactivated in 1951 in response to a growing Soviet submarine threat, Brunswick's principle task
is anti-submarine warfare. They have also been called upon to perform anti-submarine
surveillance, mine warfare, search and rescue and other missions.
NAS Brunswick employs 2,800 military and nearly 900 civilian personnel. In 1992 NAS
Brunswick funneled over $186 million into the local economy. This included $136 million in
payroll, roughly $30 million to retirees and $20 million spent on local purchases of goods and
services and construction projects. Through its activities it supports an additional 1,600 jobs in
the Bath-Brunswick area. In addition, the activities and personnel associated with NAS
Brunswick are a integral part of the quality of life of the surrounding communities.
NAS Brunswick faces one more round of base closure and realignment assessments, in
1995. NAS Brunswick is expected to gain an additional squadron in 1993 as a result of the
closure of a west coast Naval Air Station. However, the shape and pace of change in superpower
relationships remain nebulous, as do America's evolving national security priorities.
Consequently, it is difficult to assess how BNAS Brunswick will fare in this process in the
coming years. Efforts are underway by businesses and communities surrounding the Base to
examine the economic importance of BNAS Brunswick to the local economy, explore joint use
options and to prepare for future base closure proceedings.

E. Other Federal Military Activities
Pease Air Force Base: Pease Air Force Base in southeastern New Hampshire on the Maine/New
Hampshire border, was the first base to be closed pursuant to the Base Closure and Realignment
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BY TOWN IN YORK COUNTY: 1990
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Scarborough 14
South Portland 20
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Act of 1988. By the beginning of 11.)91, operations had essentially ceased, eliminating over 1,000
civilian jobs, 3,460 military jobs and a payroll of $109 million. Including dependents, total baserelated population numbered about 10,700. In addition, the base added another $35 million in
the purchase of goods, services and construction contracts.
The initial impact of this closing, coming in the midst of a regional downturn and national
recession, was to further exacerbate economic difficulties on both sides of the border. The
economic impact, in addition to the continuing uncertainty about the re-use of the facility, has
generated concerns about the quality of future economic growth in neighboring Maine
communities.

Maine National Guard: The Maine Army and Air National Guard maintain a considerable
presence in the State. These units include more than 280 active duty military and 480 full time
civilian personnel and over 4,200 traditional Guard personnel (part-time). Combined these
activities bring over $45 million in annual earnings to the Maine economy. The direct and
indirect impact of the activities of the Maine National Guard support an additional 600 jobs
across the State.
The single largest on-going operation of the Maine National Guard has been the Air
National Guard (ANG) 10lst Air Refueling Wing headquartered at Bangor International Airport.
The 101 st Air Refueling Wing includes 111 full-time military and 235 federal civilian personnel
in addition to 800 traditional Guard members (part-time), generating over $20 million in earnings
each year. Of this, the traditional Guard accounts for nearly $7 million annually. The recent
addition of the Over-The-Horizon Backscatter Radar facility (OTH-B) added 329 full-time
military and over 200 civilian personnel to the ANG operation in Bangor.
Activities at Bangor have begun to feel the effects of changing defense priorities.
Projected downsizing of the military, and redistribution of available resources has caused the Air
Force to significantly reduce the scope of operation at the OTH-B radar facility. As many as 200
direct civilian jobs associated with the facility have been eliminated.
Maine's Army National Guard is also facing significant reductions in force in 1993
totalling 758 positions, including about.50 full-time positions. This will represent a reduction of
26% in the Army National Guard in Maine and is part of a nationwide downsizing of the U.S.
armed forces.
The future role of the National Guard in U.S. defense plans remains unclear. A growing
emphasis on National Guard and Reserve roles in the Air Force should ensure relative stability
or modest growth for the Maine Air National Guard. However, further restructuring of U.S.
Army forces could result in additional reductions in Army National Guard units and personnel
in Maine.
Navy Security and Communications Facilities: The U.S. Navy operates two facilities in East
coastal Maine. The Naval Security Group in Winter Harbor and the Naval Communications Unit
in Cutler, while small, are important components of their small local economies. Employing over
700 military and civilian personnel, these activities are among the area's largest and highest
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paying employers. While employment losses to date have been small, these facilities remain at
risk of further reduction, or even closure.

F. Major Direct Defense-Related BusJnesses
BATH IRON WORKS

Bath Iron Works (BIW) is Maine's single largest defense activity, and its largest private
employer. BIW's 10,000 workers earn wages close to the national industry average and more than
the State average wage. Currently the lead shipyard in the Navy's AEGIS destroyer program,
BIW has seen extraordinary growth since the late 1970's, adding over 7000 jobs in Maine during
the 1980's.
A major component of the State and regional economy, BIW provides an annual payroll
of over $300 million to workers largely from communities in Sagadahoc, Androscoggin,
Cumberland, Lincoln and Kennebec Counties, as shown in Figure 12. In addition, BIW
purchases approximately $60 million worth of goods and services annually from Maine firms.
As a result, the defense work at BIW supports an additional 6,600 jobs across the State and
generates $509 million in personal income.
While significant, these estimates underestimate the role that BIW plays in supporting the
economic and public infrastructure of mid-coast Maine. As a large purchaser of electricity from
Central Maine Power, for example, its absence from the customer base would dramatically
increase the cost of electricity to all other users. Similarly, the availability and cost of health,
education and other public services to residents of the mid-coast region are directly affected, as
well, by the presence of BIW in the Bath-Brunswick area.
BIW reached a peace time employment peak of 11,950 in 1990, driven by the U.S. naval
build-up and a confluence of contract work during the last years of the 1980's. The outlook,
however, is for a much lower level of defense work over the coming decade. Original
procurement plans for five ships per year have been revised downward. BIW has already
reduced its work-force by over 2,000 between 1990 and 1992, and expects to layoff another
1,500 workers by 1994. The future of BIW as a defense contractor depends upon decisions by
the Department of Defense regarding the character of the U.S. national security posture and the
size and composition of America's naval fleet needed to accommodate it.
Officials at BIW have concluded that they must build at least two ships per year to remain
commercially viable. BIW's recent $724 million award to build 3 AEGIS destroyers is good
news for the shipbuilder in the short term. However, longer-term prospects are contingent upon
either the continuation of the commitment to a class of warship built by BIW, or the success of
the firm in diversifying into commercial markets. Strong international competition in commercial
vessel production and foreign subsidies present serious challenges to U.S. commercial
shipbuilding. However, a strengthening in future demand for commercial vessels and expansion
into alternative products offers prospects for long term viability of Bath Iron Works.
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Bath Iron Works Corp.
Employment
by County
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Figure 12

Source: Bath Iron Works Corp.
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G. Other Defense-related Firms
A number of Maine businesses conduct a significant amount of business with the
Department of Defense either in weapons and supplies procurement or through Maine's military
installations. Saco Defense, Fiber Matel'ials, Inc., Keyes Fiber Company, Andrew Crowe & Sons,
Fibre Materials, Inc., Howell Laboratories and other prime contractors produce components or
complete weapons systems and other supplies and services for the U.S. Department of Defense.
Combined, the defense-related employment of these firms is estimated at nearly 2,600 in I 992.
Also notable are a number of Maine subcontractors working for out-of-State defense
contractors. This group includes producers of metal products, machinery and electronic
components. National Semiconductor in South Portland and Mid-State Machine in Winslow are
among Maine businesses that have recently relied, in part, upon work with defense-related
projects. Less than 20% of the jet engine work conducted by Pratt & Whitney Aircraft Division
in North Berwick is related to defense contracts of its parent, United Technologies in
Connecticut. Other Maine businesses provide equipment, supplies, construction and other
services to Maine's military installations. Among this category are Portland Valve, Brunswick
Coal & Lumber, Cyr Construction and numerous other small and medium-sized firms around the
State.
The outlook for Maine's subcontractor segment is mixed. Many of these firms have
already suffered job losses related to defense cutbacks. Approximately 1,000 jobs have been lost
at these other defense-dependent firms around the State between 1989 and 1992. As they cover
the gamut of U.S. defense activity, this segment of Maine's defense-dependent economy is likely
to experience some level of continuing decline in demand. The fate of individual firms depends
upon the continuation of the weapon systems or installations upon which they rely and the
success of their efforts to reduce their dependency upon defense-related contracts.

H. Conclusions
By varying degrees, Maine's economic defense dependency cuts across all Maine
industries. However, the State's direct dependency is concentrated in a small number of facilities
and firms, and three regions of the State. Nearly 70% of all direct defense-related civilian jobs
are with BIW, Loring AFB, NAS Brunswick and Portsmouth Naval Shipyard. However, these
represent only 27% of all defense-dependent jobs. The majority of Maine's defense-dependent
jobs are spread among a large number of businesses that serve both civilian and military-related
markets.
Not surprisingly, the geographic concentration of Maine's defense-dependency is in the
three regions of the State that host larg_e defense establishments. Aroostook County, the home
of Loring Air Force Base, relies on the base to support one of every six jobs, and 12% of total
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income generated in the County. It is the County's largest single employer and accounts for 19%
of its wages and salaries. The Bath-Brunswick Region is host to both Bath Iron Works and
Brunswick Naval Air Station. These two facilities alone support over $1 billion in earnings, fully
8% of the State total. In fact significant economic impacts of BIW extend west into
Androscoggin County and south into Cumberland County. Finally, Y ark County is the location
of Portsmouth Naval Shipyard, Saco Defense, Fiber Materials Inc. and other private defense subcontractors. Moreover, its proximity to Pease Air Force Base in New Hampshire has already led
to deleterious economic impacts within its borders.
The local and regional impact of defense spending reductions will be very substantial.
In a state dominated by small and medium-sized businesses, defense-related activities become
the principal economic actor in each of the regions in which they are located. Moreover, the
diversity of Maine's defense-dependency suggests that some, if not all, segments of its defense
economy is likely to be affected by the restructuring of national spending priorities for several
years.
The economic impact of defense spending and cutbacks on Maine's most defensedependent regions has been analyzed in detail by the KEYS Coalition in southern Y ark County,
the Bath/Brunswick/Topsham Economic Development Council, the Androscoggin Valley Council
of Governments and the Loring Readjustment Committee. Descriptions and assessments of the
regional impacts of defense spending and reductions in defense investments in Maine can be
found in Appendices 4,5, and 6.
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III. THE CAPACITY OF THE MAINE ECONOMY
TO ABSORB REDUCTIONS IN DEFENSE SPENDING
1. The Maine· Economy in the 1990's· .
While Maine has long hosted significant defense activity, the defense build-up of the
1980's added additional jobs to the Maine economy. Direct and indirect jobs associated with the
military build up totaled 18,000 by 1989. Most were associated with the naval build up
supported by Bath Iron Works. This largest of Maine employers added 7,400 jobs during the
1980's. · Additional jobs were created at prime and secondary defense contractors, largely in
southern Maine.

SOURCES OF MAINE JOB GROWTH
DURING THE 1980'S
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Figure 13
Between 1989 and 1992, Maine had lost 7,400 jobs added by the defense build up. This
is accounted for by the loss of 2,000 jobs at BIW since 1990 and losses at other defense
contractors. In addition to the losses associated with the build-up, Maine has lost another 5,400
direct and indirect defense jobs associated with downsizing of military facilities. By 1994, with
the closure of Loring AFB, Maine will have lost almost 24% of its peak defense-dependent
employment of 63,000 in 1989. Figure 13 shows the composition of Maine's economic growth
and decline during the 1980's.
Unfortunately, defense cutbacks are not the only negative forces impinging upon the
Maine economy today. The demographic surge that fueled rapid household formation, consumer
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spending and strong job growth in the last decade has slowed and will continue to do so over the
next ten years. The New England economic renaissance driven by the defense build-up and the
computer and finance industries has dissolved into a quagmire of business declines and over-built
real estate. Thus, in addition to the reversal of the defense build-up, Maine is experiencing the
end of a construction and retail boom, as illustrated in Figure 13. A national recession has
further -exacerbated regional weakness, and recovery is expected to be exceptionally slow.
Consequently, defense cuts are hitting Maine in the midst of its worse economic downturn since
the early l9XO's, a downturn that is unlikely to be followed by vibrant recovery.
It will be exceptionally difficult for the Maine economy to replace defense-dependent jobs.
From 1990 to 1992 Maine employment declined by 6%. Most recent job losses have been in
construction, manufacturing and retail trade. Defense cutbacks have also contributed to this
weakening in Maine's employment levels. By early 1993, over 7,400 Maine defense-related jobs
will have been lost to spending cuts.

MAINE EMPLOYMENT 1969-2000
ANNUAL GROWTH RATE
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Figure 14
Despite current economic difficulties the Maine economy has experienced a qualitative
improvement over the last 15 years. The economy that is carrying Maine into the 1990's is the
culmination of a fundamental restructuring of the State's industrial base. This transfonnation has
been characterized by the formation of new manufacturing industries as well as the revitalization
of some of Maine's traditional industries. Maine's service sector, too, has gradually moved from
a supplier of basic essentials to an array of activities servicing businesses and consumers in and
outside the State.
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Nonetheless, economic growth in Maine during the 1990's is expected to be more
moderate than that experienced during the 1980's. The State Planning Office (SPO) predicts that
job growth in Maine during the 1990's will slow to an average of about 1% per year, down from
the 2.6% annual growth experienced du!ing the 1980's. Significant additional defense cutbacks
in Maine, such as the closure of another major facility, could dramatically alter even this modest
growth. forecast.

2. Other Economic Implications of Defe_nse Reductions
Beyond their statewide effects, the impact of defense spending cuts on individual workers,
firms and communities will be severe. Like past industrial restructurings, the shift away from
defense will be painful. The nature of job growth in Maine over the next several years will not
necessarily occur in the occupations or locations held by current defense-dependent workers.
Communities dependent upon defense workers, firms and facilities will be hard pressed to replace
the tax base and level of service presently supported by defense spending. Firms that have long
relied on the steady flow of defense dollars will find themselves seeking new customers in an
increasingly competitive market place.
A number of other economic dynamics of defense reductions are not taken into account
in the analysis above. The analysis above offers no indication of the effect of defense cutbacks
on the level, quality and cost of State and local public services. As noted earlier, BIW is among
Maine's largest consumers of electricity and along with its work-force, support a high level of
local public and private services, including health care, and provide an important share of State
and local tax. revenues.
On the other hand, Defense force reductions, will increase the number of Maine citizens
returning to the State from the military with both skills and G.I Bill benefits. The Advisory
Council on Education and the Military in Maine estimates that current force reduction proposals
will increase the number of returning Maine service persons from the current 1300 per year, to
1800 per year, a 38% increase. This influx of trained workers with resources for further
education offers to reduce the skill shortage that currently threatens Maine's long-term economic
growth. Alternatively, these new entrants could further exacerbate already high unemployment.
Finally, Loring Air Force Base is on the National Priority List for Superfund clean-up.
It is estimated that environmental clean up at Loring will cost up to $900 million. This major
infusion of federal dollars offers an opportunity to strengthen Maine's environmental industries.
In particular, this offers a chance to convert construction workers and firms, now suffering a
severe recession, to an industry with strong growth potential.
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3. Conclusions
During the last 20 years, Maine has advanced from a lethargic economy dominated by
mature forest products, footwear, and textiles industries to a more diversified one. This economic
restructuring, like the many throughout the State's economic history, was both painful and
beneficial. Some regions of the State still bear the scars of the declining footwear and textiles
industries. Paper mill towns still struggle with the realization that a high school diploma no
longer guarantees a high paying local job, and rural Maine, the home of much of our industrial
past, contends with the locational implications of an economy dominated by non-manufacturing.
At the same time, Maine moved from 42nd in per capita income in 1979 to 29th by 1990
as low-wage employment was replaced by new, higher wage jobs. For each job lost in Maine's
footwear, textiles and food processing industries during the 1980's, Maine added two to three
higher paying jobs in health care, wholesale trade, insurance, business and professional services,
and to expansions in defense-related industries.
The economic restructuring associated with reduced defense spending presents important
differences from past restructuring. In some respects Maine's economy is better prepared to
absorb the impacts of defense spending cuts than in the past. Higher incomes, greater industrial
diversity and a more sophisticated business population should buffer some of the impacts of cuts
in defense spending. ·
In addition, unlike past economic upheavals we have the benefit of precognition. While
specifics are unknowable, we can estimate the approximate timing and potential character of
defense cuts. This offers the opportunity to develop strategies to mitigate the impacts of defense
spending cuts. However, the key to surviving defense spending cuts may well be their timing.
If relatively gradual, spending reductions will allow Maine to develop the capacity to respond
to their effects.
Nonetheless, the Maine economy will be hard pressed to replace the jobs and income lost
to continuing defense cutbacks, given the depth of the current recession and the magnitude of
defense-related losses to date. In the absence of a concerted mitigation and response program
by Maine State government, businesses, workers and communities further defense cuts have the
potential for prolonging and deepening,Maine's economic downturn.
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IV. FINDINGS
The assessments of Maine's defense economy and the capacity of the State to absorb the
impacts of defense cut backs has led to a number of conclusions regarding the challenges and
opportunities facing the state. This section summarizes the findings of the Defense Task Force.
For more detailed descriptions, see Appendices 1-6.
In recent years Maine has been nationally recognized as a leader for its innovative
programs of labor training, education, economic development, and social services. But these
programs are not of a scale, nor were they designed to address, the sudden impacts of major
defense. cutbacks.
This problem is exacerbated by state budget pressures -- caused by the poor economy,
ironically aggravated by defense cuts. Maine is now cutting back its financial support for
municipalities, vocational education, social services, and economic development. As the need
is growing, Maine's capacity to respond is being weakened.

1. Defense Impacts Will Continue Across Maine
As noted above, Maine has yet to experience the bulk of its anticipated defense impacts.
It is expected that during 1993 and 1994, direct and indirect jobs lost to defense cutbacks could
total more than 8,000. These losses will come from the following impacts.
•

Closure of Loring AFB in 1994 -- 3,000 military; 4,000 civilian;

•

BIW downsizing -- up to 3,000 additional job losses are expected by 1997 as Navy
procurement shrinks and Navy repair work diminishes;

•

Portsmouth Naval Shipyard at Kittery -- growing competition for declining ship and sub
repair work;

•

Maine National Guard --reductions of 758 part-time, 50 full-time during 1993;

•

Cutler Naval Communications Facility -- 200 military/civilian at risk

•

Brunswick Naval Air Station and Portsmouth Naval Shipyard at risk to base closure
actions in 1995; and

•

subcontractors at risk to continuing procurement cutbacks.

The Defense Task Force estimates that defense spending in Maine will decline by 20%
between 1989 and 1994. This loss will represent about $250 million per year of income for state
residents. Maine's entire state labor, economic development, and technical education budgets
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taken together do not approach such a figure. This is the first and most important problem. The
scale of the need dwarfs available state and local resources.

2. Defense At-Risk Regions Lack Development Infrastructure
The budget crisis is also weakening the regional network needed to support regional
planning and program implementation.
For example, the Capitol Coastal Council of
Governments, the regional agency which assembled Bath-Topsham-Brunswick officials to conduct
the defense conversion impact analysis in the summer of 1992, is out of money and has closed
its doors. Efforts to expand BOA designation to coastal and southern Maine -- which these
communities are eligible to receive, and which would enable them to begin economic
development planning and business assistance in earnest -- have been delayed by problems facing
regional organizations.
As detailed in the regional analyses, Maine's defense regions lack significant economic
development infrastructure necessary to support economic diversification. These shortcomings
are a direct result of years of stable or growing defense-supported activity that negated the need
for alternative economic supports. Economic development planning and implementation has
been weak in some of these regions as a direct result of the strength of defense-supported
economies. Economic development infrastructure weaknesses include:

•

Yark County: worker training & development, industrial development, economic
development planning;

•

Bath/Brunswick/Topsham: worker training & development, industrial development;
economic development planning;

•

Androscoggin Valley region: worker training & development;

•

Remote regions e.g. Culter, Schoodic Point, Aroostook County, Western Maine;
transportation infrastructure, worker training & development; industrial development.

3. Existing State Assistance Programs are inadequate to the Task of Assisting Defense
Workers, Businesses and Communities
Maine's array of public economic development programs have been pummeled in recent
years. State government in Maine has faced the simultaneous assault of a severe regional
recession and deep defense cuts. As a result, public programs have experienced both a dramatic
rise in demand for public assistance and shrinking financial resources. Consequently, Maine's
existing resources of economic support are far short of what will be needed to adequately address
the impacts of continuing defense cutbacks. More specifically:
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•

Existing worker adjustment mechanisms are inadequate to the task of helping defense
workers:
Job training and placement systems were developed during 1970's & '80's and not
designed for high-skilled, educated workers that characterize many defense
workers.

•

Traditional business assistance programs are inadequate to the scale of defense impacts:
budget cutbacks and traditional structures prevent business assistance at a scale
adequate to the needs of Maine's sophisticated defense contractors.

•

Municipal planning and development resources are inadequate to support meaningful
diversification planning and implementation.

4. Economic Opportunities Exist in the Wake of Defense Restructuring
Defense downsizing also offers some opportunities to Maine communities and workers.
Turning the energy and ingenuity of defense workers and businesses to private sector pursuits
should provide valuable resources to Maine's embattled economy. Specific opportunities
presented by defense downsizing include:

•

availability of a highly-skilled work force of civilian and military personnel with an
impressive array of expertise;

•

workers with the desire to start new businesses. With proper guidance, defense workers
could create businesses to support themselves and fellow defense workers;

•

reductions in size and composition of missions and lowering of tensions presents growing
opportunities for the joint use of military facilities;

•

the environmental clean-up of military installations presents an opportunity to transform
Maine's construction, engineering and design firms to the growing business of
environmental industries;

•

growing numbers of discharged military personnel will mean the inflow of hundreds of
skilled workers returning to Maine with G.I. Bill benefits in hand.

Base clean-up efforts will open the door to new environmental businesses in Maine.
Available skilled labor and base faciliti~s will be attractive to relocating companies. The GI Bill
benefits of discharged Maine soldiers will be helpful in supporting re-training efforts. Economic

conversion assistance from the Economic Development Administration and the Office of
Economic Adjustment will provide stability and continuity.
But overall, these opportunities can replace, in the short run, only a small percentage of
the thousands of jobs which will be lost. This makes it all the more important that the available
resources and opportunities are used wisely to promote long tenn growth.
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V. A DEFENSE ADJUSTMENT ACTION PLAN FOR MAINE
1. Introduction
The Governor's Task Force on Defense Realignment and the Maine Economy has been
exploring the economic implications in Maine of defense spending reductions, and developing
a strategy for State government action to minimize the impacts of those cutbacks. What follows
is an outline of an action plan that seeks to assist Maine communities, businesses and workers
adjust to the economic changes precipitated by reductions in defense spending.
The breadth of defense impacts in Maine will far outpace the resources available to state
government to affectively address with traditional approaches. Moreover, the shape of a
successful response to defense dependency will depend greatly upon the unique characteristics
of communities, businesses and workers. Consequently, a single statewide strategy would be
inappropriate and ineffective. Instead, this action plan envisions state government as a catalyst
supporting strategies devised and implemented by defense-dependent communities, businesses,
and workers. It offers general rules of state involvement in defense-related initiatives and
recommends specific actions to support on-going or anticipated activities of defense-dependent
parties.
The action plan outlined here is organized around strategies related to conunumt1es,
businesses, and workers. The final section outlines a strategy for implementing the action plan
described here. Each section focuses on either communities, businesses or workers and is
organized as follows:
• strategic principles setting broad parameters for action;
• desired outcomes of strategic action;
• potential strategies for affected parties; and
• Task Force action to facilitate desired outcomes and the status of such actions.

GENERAL STRATEGIC PRINCIPLES

Traditional approaches to economic dislocation will be ineffective given the magnitude
of economic restructuring presented by defense cutbacks in Maine. Developing an innovative
and constructive strategic response demands adherence to new principles of State involvement
in economic development efforts. These new principles reflect the imperative to involve large
proportions of affected parties and the imbalance between public resources and the magnitude
of the challenge. These "new wave" strategic principles are summarized below:
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1.

Empower beneficiaries of initiatives. State government's role is to serve as a catalyst to
action by affected parties. This is accomplished by:
•
•

2.

providing incentives to stimulate action by affected parties on their own behalf; and
allowing customer needs to drive program design and implementation.

Achieve appropriate scale for success. Traditional State government programs seldom
have the resources necessary to support a significant share of the target population.
Increasing the scale of a defense initiative can be achieved by:
•
•
•
•

leveraging private and other financial resources;
providing incentives to stimulate action by private for-profit and non-profit sectors;
brokering participation by existing service providers (private and public); and
using market mechanisms to insure quality and relevance.

3,

Encourage collective actions by affected parties, where appropriate.

4.

Coordinate community, business and worker strategies when possible.

2. Strategies for Communities: Reducing Defense-Dependency of Communities
STRATEGIC PRINCIPLES

1.

Multi-community action. The size of most Maine defense facilities is such that their
activities cut cross several communities. Given the magnitude of the economic impacts
of defense cutbacks, it is unlikely that any one community can effectively respond to
defense cutbacks unilaterally.

2.

Pro-active approach to defense dependency. A strategy to reduce defense dependency
can be most effective when implemented before a major dislocation occurs.

3

Community strategies connected to business and worker adjustment strategies. Chances
of success at each level (community, business, worker) will be improved by coordinating
efforts.

OUTCOMES FOR DEFENSE-DEPENDENT COMMUNITIES

1.

Community leaders in defense dependent regions will work together to create mechanisms
to facilitate new economic development and strengthen the existing non-defense economic
base and support network so that the regional economy can withstand the effects of
defense cut backs.

2.

Defense-dependent communities will reduce their reliance upon defense-related employers.
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STRATEGIES FOR COMMUNITIES

•

Establish multi-community action teams to:
gauge assets and liabilities of their regional economy;
determine actions necessary to reduce liabilities and capitalize on assets;
implement action plan to strengthen capacity to support economic diversification.

•

Develop non-defense uses of defense-related facilities.

•

Coordinate community diversification efforts with those of defense-dependent businesses
and workers. e.g. marketing of region should include marketing skills of labor force; etc.

TASK FORCE ACTIONS AND RECOMMENDATIONS TO ACHIEVE OUTCOMES.

•

Loring Closure and Reuse Strategy. Activities associated with Loring are being directed
by a community-based committee, the Loring Readjustment Committee (LRC). It has
been charged to develop a re-use plan for Loring Air Force Base.
The Loring Readjustment Committee (LRC) has been formed by the affected communities
to develop a reuse plan for Loring Air Force Base. The LRC includes several Task Force
members including the EDA representative, the Commissioner of Economic and
Community Development and the State Economist.
Currently, the LRC is pursuing State legislation to establish a Loring Development
Authority of Maine to oversee the conversion of LAFB, to accept property from the
federal government, and to provide base services once the military leaves. This is one
part of a two-pronged readjustment strategy being pursued by the LRC, which includes
base redevelopment and economic adjustment activities beyond the boundaries of the
base.
Related activities include:

Aroostook County Economic Assessment and Marketing Strategy. LRC-associated
and BOA-supported project to establish marketing strategy for Aroostook County area
to diversify economic base.
Fort Failfield Infrastructure Project. BOA-supported infrastructure improvement
project to support industrial diversification in Aroostook County.
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•

Regional defense-dependency analysis and diversification strategies. The Defense Task
Force, with the support of EDA, has provided financial and technical assistance to
communities in southern York County, the Bath-Brunswick-Topsham Region, the
Lewiston-Auburn Region and Greater Portland region to work in multi-community
coalitions to assess their economic defense dependency.

Southern York County-- the KEYS Coalition (Kittery, Eliot, York, South Berwick)
has formed to develop a strategic plan to respond to closure and reuse of Pease and
dependency on Portsmouth Naval Shipyard. Southern Maine Regional Planning
Commission serving as administrator. Contracted with Mt. Auburn Associates.
$50,000 of additional planning assistance from EDA has been brokered by the State
Planning Office for the KEYS Coalition to support the development of a
comprehensive economic diversification strategy. This is expected to result in
proposals for immediate implementation actions including expansion of development
infrastructure as well as lorl,ger-term initiatives.

Bath/Brunswick/Topsham region -- communities of Bath, Brunswick and Topham,
responding to dependency on Bath Iron Works and Brunswick Naval Air Station,
have completed a defense dependency analysis.
In response to findings,
these communities have established the
Bath/Brunswick/Topsham Economic Development Council to develop a
diversification strategy. They have gained OEA assistance to support the strategy
effort. In addition, these communities are exploring the joint use potential of BNAS.
In an effort to strengthen the economic infrastructure of the BIW/BNAS region, the
Town of Freeport is seeking support for an infrastructure development project that
will permit the expansion of commercial and industrial facilities at two Freeport sites.
This project offers a timely opportunity to broaden and diversify employment
opportunities in the in Bath/Brunswick area.

Lewiston-Auburn region -- Working through Androscoggin Valley Council of
Governments. Responding !O dependency on Bath Iron Works, Brunswick Naval Air
Station and local defense contractors.

•

Electronic Defense Facility Data Base. An electronic data base of defense contractors
and subcontractors has been developed and maintained by SPO to assist communities
assess the extent of their defense. Data will be made accessible through an electronic
bulletin board. Additional resources will be required to maintain and improve data base.
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•

Incorporating Defense Adjustment Planning into Community Comprehensive
Planning Process. State comprehensive planning program in the Office of Comprehensive

Planning (OCP) has been significantly reduced as a result of budget shortfalls. However,
inclusion of defense-dependency component in at-risk regions should be explored.

3. Strategies for BUSINESSES: REDUCiNG DEFENSE-DEPENDENCY OF MAINE BUSINESSES

STRATEGIC PRINCIPLES

1.

Wide industry participation. Success requires wide industry participation, including
financial participation, rather than new public programs that few will use.

2.

Government role as catalyst. State Government role is to create demand for
diversification initiatives and to respond to industry needs as defined by industry.

OUTCOMES FOR DEFENSE-DEPENDENT BUSINESSES.

1.

Defense-dependent firms will diversify their customer base by servicing new non-defense
markets for their existing prqducts or services.

2.

Defense-dependent firms will develop new products or services that are compatible with
their current strengths and will support employment levels comparable or above current
levels.

3.

Firms will form coalitions to strengthen industry competitiveness and access to resources
needed to move to non-defense markets.

STRATEGIES FOR BUSINESSES.

•

Undertake intensive strategic planning to determine steps required to achieve successful
diversification.

•

Identify new and emerging business opportunities, including international markets.

•

Upgrade production processes and human capital to strengthen competitive position in
non-defense markets.

TASK

FORCE

BUSINESSES.

ACTIONS

AND

RECOMMENDATIONS

TO

FACILITATE

OUTCOMES

FOR
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•

Environmental Industries Initiative. Environmental clean-up of military installations
(Loring, Portsmouth, Pease, others) and expected future private demand for clean-up and
other environmental services and products offers an opportunity to establish an
environmental clean-up industry in Maine. Such an initiative could create alternative
markets for defense-dependent construction and engineering firms, and an array of
defense-dependent workers.
The Department of Economic and Community Development has begun efforts to establish
an industry association that can better position itself to compete for growing demand for
environmental cleanup services, design services for environmental quality protection
services and environmental clean-up related products.

•

Loring Clean-Up Initiative. Facilitate Maine business participation in the cleanup of
Loring AFB.
Working with business representatives, and the Small Business
Administration, SPO and DECD staff have identified major barriers to participation by
Maine firms in clean-up of Loring AFB. These include:
1) Air Force tendency to structure contracts in a way that is disadvantageous to small
and medium-sized firms;
2) bonding requirements are too great for small firms; and
3) firms and workers lack appropriate skills and certifications for environmental
clean-up activities.
DECD and the SBA pursued discussions with the Air Force, Army Corp and other federal
agencies to assure that contracts are structured in a way that will facilitate participation
by small firms. Also pursuing avenues to redress problem of bonding requirement for
contractors.
Pursuing additional discussions with clean-up firms and worker representatives to
determine certification needs and role of MTCS and/or UMS to provide required training.

•

Support of strategic planning by Bath Iron Works. BIW is undergoing a strategic
planning process to identify new. business opportunities. The Task Force is seeking EDA
assistance for a market feasibility study component of the strategic plan. Also facilitating
liaison with State agency expertise appropriate to assist BIW evaluate elements of
strategic plan.
An application for EDA assistance for the market feasibility study by DECD and BIW
has gained initial approval.
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•

Sectoral Strategic Planning Initiative. In-depth analysis of competitive elements of
specific defense-dependent industry sectors and identification of opportunities for
diversification. The State Planning Office will seek EDA assistance to support sectoral
industrial analysis for strategic planning.

•

Defense Conversion Marketing Center. DECD will seek EDA support to develop a
Defense Conversion Marketing Center to provide marketing assistance that will build on
existing programs to help Maine and other New England defense-dependent businesses
broaden their markets beyond defense products.

•

Defense Industries Coalitions Challenge Grants. DECD will seek EDA/DOD funds
to establish challenge grants to encourage defense-dependent firms to form coalitions to
develop industry-specific strategic plans.
Rather than create business assistance programs aimed at individual firms, encourage
firms to access expertise and financing as a group. Result will be higher percentage of
participation, creation of networks and a power base that can more effectively negotiate
with financial markets and government. Coalitions can also create mechanism that allows
businesses to determine their needs, design appropriate strategy and define government
role in facilitating its implementation.

•

Technology Extension Delivery System.

The Maine Science and Technology
Commission (MSTC) is providing $70,000 to support an effort to develop a coordinated
technology extension delivery system to assist defense-dependent firms gain access to
production technology necessarx to reduce defense dependency.

•

Maine EPSCOR. MSTC is seeking DOD planning assistance to support academic
research capacity that would assist Maine's high technology defense firms broaden their
production to non-defense markets.

•

National Technology Reinvestment Program.

MSTC is encouraging and assisting
eligible Maine firms to compete for ARPA, NIST and Nasa assistance in the areas of
technology development, technology deployment and education and training.

•

Defense Diversification Revolving Loan Fund. Conversion financing assistance to
defense-dependent firms. Provide mechanism to aid in the financing of economic
conversion initiatives including capital equipment upgrades and purchases, training for
workers and managers, strategic planning and research and development.

4. Strategies for Workers:
STRATEGIC PRINCIPLES

REDUCING DEFENSE-DEPENDENCY OF WORKERS
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1.

Worker adjustment strategies that are developed well in advance of lay-off.

2.

Worker adjustment mechanisms that build upon the existing strengths of workers.

3.

Customer-designed delivery systems.

4.

Retraining and adjustment services accessible to all workers in transition.

OUTCOMES FOR DEFENSE-DEPENDENT WORKERS.

1.

Workers will remain at their jobs as their employer diversifies to serve a broader
customer base.

2.

Workers will gain re-employment at comparable wages and benefits by building on
existing skills, knowledge and experience.

3.

Defense-dependent workers will create new businesses to employ themselves and other
displaced workers.

4.

Discharged military personnel returning to Maine will find gainful employment m
existing, emerging and new businesses.

STRATEGIES FOR DEFENSE-DEPENDENT WORKERS.

•

See strategies for defense-dependent businesses.

•

Restructure Maine's worker adjustment assistance systems to provide better services to
more workers at lower cost.

•

Gain federal support for a civilian "G.I. Bill" to encourage defense-dependent workers to
gain skills and knowledge while they are still employed.

•

Maximize utilization of G.I. Bill benefits of discharged military personnel.

•

Match returning military personnel with work force needs of Maine businesses.

TASK FORCE ACTIONS AND RECOMMENDATIONS TO FACILITATE OUTCOMES FOR WORKERS.

•

Defense Adjustment Career Centers established in defense-dependent regions to provide
one-stop service brokering for defense workers. Project has three components:

3R

1)

Product design -- worker/management design to insure that services meet the unique
needs of defense-dependent customers.

2)

Establish a new system to provide and broker worker adjustment services, probably
through a combination of existing and new service centers.

3)

Insure that services are available (MTCS, UMS, private institutions of higher
education, other private providers) that are accessible, cost effective, and relevant to
the needs of defense workers in the current and evolving economy.

SPO staff has worked with DOL planning group and others to design a pilot project
proposal which has been submitted to U.S. DOL for funding.

•

Labor resources information bank. Provide firms with information on expertise of
available defense dependent workers from surveys of displaced and at-risk workers and
returning military personnel.

•

Projects to maximize utilization of G.I. Bill benefits. The Advisory Council on
Education of the Military in Maine (ACEMM) is exploring initiatives.

5. Ensuring Success: Defense Adjustment STRATEGY IMPLEMENTATION
The Task Force has identified a number of action· steps that can be implemented
immediately to facilitate achievement o:( desired outcomes. The action steps are at various stages
of development and, in their entirety, involve several State and federal agencies, private
businesses, a number of communities and an array of associations.
Successful implementation will require a persistent effort to coordinate and track this array
of initiatives. Moreover, the uncertainty that dominates the landscape of defense priorities and
economic restructuring demand that Maine's strategic response be able to adjust to changing
conditions.

STRATEGY IMPLEMENTATION OUTCOMES
1.

Teams will be coalesced around action items that require further development.

2.

Action items that are in progress will be continued, refined and completed.

3.

Resources, especially federal
implementation of action items.

defense assistance,

will

be

secured

to

support
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4.

Strategy effectiveness will be under constant review to allow for improvements and
adjustment to changing conditions.

IMPLEMENTATION STRATEGY
•

Continue Task Force role of coordinating the State defense realignment initiative.
Successful implementation of this strategy will require the coordinated and persistent
efforts of an array of participants in the private sector, local governments and a variety
of State and federal agencies. The Task Force, administered through the State Planning
Office, should continue to serve as the coordinating body for the diversity of statewide
defense-related initiatives and to ensure that strategy implementation is achieved.
Competition among states for limited Federal defense conversion resources will continue
to be intense. The existence of the Task Force and the location of its chair and support
staff in the Executive Department has facilitated the marshalling of Federal resources and
the coordination of multi-agency involvement. As the Task Force has become recognized
by federal agencies (DOD, EDA, others) as the coordinating arm of Maine's defense
conversion efforts, it can provide leverage for seeking federal defense conversion aid.

TASK FORCE ACTIONS TO ACHIEVE OUTCOME.
•

SPO/EDA/OEA assistance to support ongoing Task Force roles.
Current Task Force efforts have been supported by a one-year EDA planning grant, SPO
General Fund resources and staff participation of DOL, DECD and other agency staff.
SPO will seek continued EDA and/or OEA assistance to support Task Force strategy
coordination and implementation efforts.
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VI. RECOMMENDED CHANGES TO CURRENT
FEDERAL PROGRAMS
1. General Issues Regarding Federal Programs
The Federal government is a key player in successful defense adjustment. The problem
originates with the Federal government's decision to cut back on its investments. And the
Federal government is the only player with resources adequate to effectively address the problem.
The post-Cold War economic conversion offers a unique historical challenge to the
Federal Government. Compared to past conversion efforts, this one:

1.

Was unexpected -- After 40 years of Cold War rigidity, the Russian empire
collapsed virtually overnight. This had not been widely anticipated, nor had the
eventuality been planned for.

2.

Affects a wider variety of workers -- Because of the high-technology character of
modern military production, for the first time many of those losing jobs are skilled
engineers and professionals.

3.

Must consider global competition in the conversion --The world that businesses and
workers face in 1993 is far different from that faced by defense industries after
World War II, or even the Vietnam War. The U.S. is no longer the dominant
manufacturing power. Manufacturing employment itself is not projected to grow in
the United States. Defense companies in the midst of conversion must be
competitive not just with other U.S. manufacturers -- who face their own problems - but with the skills, technologies and marketing prowess of international competitors.

4.

Occurs in the midst of a regional and global economic slowdown -- Markets are not
growing. New England is still struggling to come out of a deep recession. Japan and
Europe are just beginning to enter a recessionary phase. This is a particularly
difficult environment for new companies to enter and compete within.

5.

Occurs at a time when the Federal Government is in a weak position to help -Although defense cutbacks free up money in the federal budget, much of the savings
are needed to go towards reducing its large and ongoing deficit. The flexibility of
the Federal Government to assemble resources and respond to defense conversion is
more limited now than in the past.

Because of the pace of events and the shortage of funds, a new federal program has not
been created to address the problem of defense conversion in a comprehensive manner. Instead,
the Federal Government is relying primarily on its existing network of labor and economic
development programs to provide conversion help.
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However these programs, in their current structures, are limited. They were designed for
different problems of different times.
For example, many labor and economic development programs were designed to address
the problem of long-term, chronic unemployment in depressed regions. The planning for these
programs is slow and methodical, entailing complicated and detailed analyses of historic data.
Since there is little change in these regions, the slow pace of planning, application, approval, and
service delivery is not a problem for this purpose. But it is a problem when the programs must
be adapted to sudden and massive defense lay-offs.
Most labor programs focus on the training and retraining of individual low-skill and blue
collar workers. They are not oriented towards networking, large region job searches, dealing with
advanced professional training, dealing with large groups -- all of which will be necessary in the
defense conversion task.
Traditional economic development programs are, by and large, designed to attract a new
manufacturer to an area by demonstrating lower costs -- with a speculative building, industrial
park, low-interest loan, or the like. In the new global economy, no region of the U.S. is likely
to be competitive with Asia or Latin America as a low-cost job site -- so these traditional tools
will be of limited value to a converting defense company. Instead a converting company will
need help with marketing, with worker skills, with production technologies. The Federal
Government is not at this point well-organized to provide such services.
In fact years of budget cutbacks and neglect have severely reduced the capacity of federal
economic development and labor programs. Their resources and capabilities will have to be
upgraded to meet the new challenge.
Maine and other states will need fully funded, flexible, and fast economic development
and labor programs to succeed. The Office of Technology Assessment (OT A) of the U.S.
Congress has provided an excellent start in identifying how to accomplish this (After the Cold
War: Living with Lower Defense Spending, OTA-ITE-524, U.S. Government Printing Office,
1992). The following recommendations build upon the OTA report.

2. Helping Communities
Defense-dependent communities are helped by the DOD Office of Economic Adjustment
(OEA), the EDA Sudden and Severe Economic Dislocation Program (Title IX), and potentially
by other programs like the Department of Housing and Urban Development (HUD) Community
Development Block Grant (CDBG) program.
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We recommend that:
a)

Once again -- community development programs receive full funding. Since the
1970's, CDBG funding has been flat, EDA has been cut severely, and even the OEA
receives less money than it once did. Many of the available resources are out of
scale with need. For example, the Town of Limestone will be losing an air base with
an annual economic impact of over $150 million a year; however, under the CDBG
program, Limestone is eligible for a maximum grant of about $1 million over two
years. For Maine as a whole, CDBG funding is about $10 million a year. Resources
need to be made available to affected communities that are commensurate with the
need created by conversion.

b)

Funding be advanced before bases close. Many community assistance programs are
allocated according to unemployment rates -- which means that they only come
available after a base or plant is closed. EDA Title IX funds are generally slow to
be released. The pipeline for community aid needs to be faster than the pace of base
closings and cutbacks.

c)

A wider range of community economic tools be provided. As was discussed earlier,
most economic development programs still are oriented towards low-interest loans
and industrial/office park development -- even though these are not the most critical
needs of converting defense industries. Communities need a more flexible and varied
toolkit -- which includes help in marketing, product development, and technology
application.

d)

Implementation help be provided. OEA help now ends once the community has
written a plan. Support should continue through the implementation phase -- a core
of planning capacity is nee9ed at the local level to pursue and adapt the strategies
adopted.

e)

Base transfers be speeded up. Bases should be transferred below market value; in
pieces, as soon as the environmental clean-up for each section is complete; with time
limits on the option of non-profit groups to re-use the base.

4. Helping Businesses
Typical federal business assistance programs include Economic Development
Administration (EDA) revolving loan funds; Small Business Administration (SBA) loans and
counselling; and the National Institute of Standards (NIST) State Technology Extension Program
(STEP).
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We recommend that:
a)

These programs be fully funded. Federal funding for economic development declined
by 60% to 90% in constant dollars between 1978 and 1991. Effective defense
conversion activities cannot take place in Maine or any other state if the resources
are not there to support the effort.

b)

Marketing, product development, and technology help be provided. Traditional
economic development programs -- industrial/office parks, speculative buildings,
roads and sewers, low-interest loans -- have their place, and remain important pieces
of the development toolkit. But they are not adequate in themselves to meet the
priority needs of defense companies attempting to convert to commercial activity in
the modern global economy -- for such companies, access to markets, improved
productivity, and new product development are the most crucial factors. New ideas,
such as industrial extension agents, need to be implemented to deliver these new
kinds of services.

c)

One-stop state business assistance centers be funded. The type of help described
above is sophisticated and complex. A state like Maine can't afford to fund such
capacity in every town or r~gion. And a business seeking help can't be expected to
look through every region's phone books to find out who can help. The Federal
Government should take the initiative to combine the expertise of programs like EDA
and SBA and STEP into a one-stop business assistance center.

d)

Tax credits for research and development, entrepreneur capitalization, be
implemented. Risk capital is needed to translate entrepreneurial ideas into actual
businesses and products. A great many of the efforts will fail -- that is part of what
entrepreneurship and risk are all about, after all -- but for this reason governmentguaranteed loans and grants are not appropriate. Tax credits can encourage others
to make the investments, and share the risks.

e)

Department of Defense (DOD) loosen its restrictions on the re-use of defense-related
technologies. DOD currently restricts technology transfers, and requires a payback
to the Federal Government for the commercial application of DOD-supported
research and development. Some regulation in this area will always be required for
national security reasons. However defense companies seeking to convert need to
take advantage of every possible resource. DOD should consider ways it can make
it easier for such companies.
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4. Helping Workers
The major federal tool for helping displaced workers is the Department of Labor (DOL)
Economic Dislocation and Worker Adjustment Assistance Program (EDWAA). We recommend
that this program:
a)

Be fully funded. At its peak, the EDWAA program in 1991 served 9% of eligible
workers. The OTA recommends that it be funded at a level which could serve 20%
to 25% of eligible workers. Continuing demands from the lingering recession
threaten to drain all of the program's available resources, leaving nothing for
displaced defense workers. Funding levels should be high enough to serve 20% to
25% of all displaced workers, defense workers included.

b)

Reduce application data requirements. This introduces delays and obstacles into both
the application and approval process.

c)

Reimburse states which spend their own money up front to provide quicker service.
DOL prohibits this practice at the present time, and it means laid-off workers are not
served in a timely manner.

d)

Increase flexibility. The current law requires that at least 30 to 50% of EDWAA
funds be spent on training, and that allocations be made many months before services
can be delivered. Rigid regulations like these should be removed from the program.

e)

Provide technical assistance. DOL should have a clearinghouse to which states like
Maine can turn to learn about what approaches are proving effective elsewhere in the
country.

Overall, the DOL program nees:Is to be made faster, simpler, and more flexible to be
effective in meeting the needs presented by defense conversion.

5. Conclusion
Successful conversion activities will not occur according to a nation-wide fonnula. Each
region and community, each business and worker, will have to find unique answers.
The Federal Government will help all of these participants with funding, planning, and
training. But it makes a difference how this assistance is provided. If entrepreneurship, risk,
creative thinking, on the part of communities and businesses is the goal -- then federal programs
must be designed in a way which rewards this behavior.

.
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Existing federal programs tend to be centralized, slow, top-down, rigid, and overregulated. They do not encourage risk and experimentation. Instead they foster passivity and
risk-avoidance.
Maine and its regions are preparing to implement an aggressive economic conversion
strategy-. To be successful, Maine needs an active partner in the Federal Government. And to
be a tme partner, rather than an overseer, existing federal programs need to be overhauled so that
they provide flexible, responsive, appropriate assistance.
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VII. CONCLUSION
The strategy presented here for Maine is provisional. Very important pieces of Maine's
strategic solution are still being developed by the Loring Adjustment Committee in northern
Maine, the Bath/Brunswick/Topsham Economic Development Council in coastal Maine the KEYS
Coalition in southern York County and the Androscoggin Council of Governments in western
Maine, by the Department of Economic and Community Development and the Maine Science and
Technology Commission. Nonetheless the principles, the roles, the broad approaches suggested
within remain valid and valuable guides to more specific action.
Defense adjustment activities must be consistent in principles, but entrepreneurial and
flexible in action. While the overall strategy is roughly in place, the specific tactics and
recommendations, will change over time. New base closures or contract cutbacks may shift the
state's priorities. New opportunities will arise which require a shifting of emphasis or resources.
The Maine Task Force on Defense Realignment and the Economy will continue to
monitor the process as it goes forward, to integrate the strategies of the various agencies and
regions into a coherent state-wide approach, to identify for the federal government, needs and
priorities for assistance and program modifications, and to pursue ways and opportunities to make
economic adjustment a success in Maine.
In carrying out this mission, the Task Force must rely upon the Economic Development
Administration and the Office of Economic Adjustment for continued financial support. The
EDA and OEA funds are the glue that holds the entire strategic process together. Individual
federal and state agencies will be asked to provide significant financial support to key aspects
of Maine's strategic plan -- roads, business counselling, education -- but it is the EDA and
OEA's funds which allow the plan to be prepared in the first place, and which must support
ongoing monitoring and adjustments.
The partnership between EDA/OEA, the Task Force, and Maine's regional organizations
will continue to be the three legs supporting Maine's defense adjustment planning and program
implementation.
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VII. APPENDICES

APPENDIX 1

Background Paper # 1. Prime Contract Awards
Analyst: Joyce Benson
State Planning Office

PRIME CONTRACT AWARDS
TO MAINE FIRMS
U.S. DEPARTMENT OF DEFENSE

Procurement activities of the
federal government are customarily
carried out by bid. Most segments of
the federal government purchase
Federal Procurement, Fy89-92
Prime Contrad Aawards to Maine Firms
supplies and services from the private
sector, ·either through the GSA
(General Services Administration) or
directly.
Maine firms do business
with the GSA, the US Postal Service,
Army Corps of Engineers, Park
Service, and other federal entities. The
Note: Includes awards made in FY89, FY90 and FY91
and FY92 through May 30.
Defense Department is the largest
source of contract awards to Maine
businesses, accounting for 97% of all awards made in the last three and a half fiscal
years. During this period defense-related prime contracts amounted to $2.4 billion.
Non-defense related contracts amounted to $69 million.

Prime Contract Awards .lQ..Maine Firms:
.,.

This report covers prime contract awards made to Maine firms by the
Department of Defense over the period from FY89 through FY91 and during FY92
-1-

through May 30, 1992.
Prime contract awards by all sectors of the federal
government are announced daily.
Prime contracts account for a significant share of the defense-related business
done with Maine firms, but they do not provide a complete picture. Maine is
impacted by defense-related contracts which are awarded to large firms with plants
in Maine whose headquarters are located in other states. Prime contract data as
presented by the federal government does not allow the portion of contracts
awarded to large corporations which actually comes to Maine to be identified. Pratt
& Whitney and Digital are two examples.
Additionally, there are several Maine firms who subcontract with large
corporations on defense procurement contracts. The number of branch plants and
subcontract firms in Maine is believed to be small. However, the size of the
contracts and the number of workers affected is significant.
Because of the difficulties of identifying sub-contractors and of determining
the portion of defense-related contracts to large corporations assigned to Maine
branch plants, this analysis is limited to federal awards made to Maine-based firms
as published by Commerce Business Daily.
A separate background paper assesses the role of subcontracting. A third
factor, the amount of direct purchases by military installations is also separately
analyzed.
The Department of Defense seeks bids on most major purchases of supplies
and for major construction and R&D projects. Maine firms are awarded bids to
provide a wide variety of services to all branches of the military. In general, the
products manufactured under supply procurement contracts are delivered to central
supply units located around the U.S .. Construction projects on which Maine firms
bid are usually for work to be done on installations located within the state, but
Maine firms do work at other installations throughout the nation as well. Projects
of an R&D nature are generally done in conjunction with various command
headquarters throughout the country.
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Analysis .Qf.Procurement Awards 1.Q_Maine Firms

1. Value of Prime Contract Awards:

During the 3-year period covering Fy 89 - FY91, 340 contracts were awarded to
Maine firms by the DOD totalling almost $1.5 billion. During the first part of
FY92 (Oct 1, 1991 through May 30, 1992) an additional $919 million worth of
contracts were awarded.

Table 1.
Prime Contract Awards to Maine Firms
Fiscal Year

Awards Made:

Value:

FY89

127

$761,472,223

FY90

100

577' 173,224

FY91

118

159,459,919

70

919,210,914

Total- 3-Yr

345

1,498,537,366

Total - incl FY92-part

415

$2,417,748,280

FY92 (thru May)

Note: Total is slightly larger than table indicates. Some bids are made for
unspecified amounts or a range of anticipated cost is indicated. This practice is
common for repairs where the extent of needed repairs is uncertain.
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2.

Product Type

Prime contracts awarded to Maine firms are primarily for either the
manufacture of a product (ships, guns, rope, etc.) or for major construction to be
undertaken on a military base. In addition, the DOD has awarded contracts for
work of an R&D nature, though few have been granted to Maine fim1s. Finally,
specialized repairs, such as repairs to a ship docked elsewhere in the U.S. are
occasionally contracted to a Maine firm.

A.

Military Procurement:

Ship building is by far the largest share of military procurement from Maine
firms. Over the 3 and 1/2year period BIW received contracts amounting to at least ·
$2.2 billion and accounting for over 90% of all prime contracts awarded to Maine
by the DOD. Additionally BIW received at least three awards for work of a repair
or technical assistance nature for which no amount was specified.
During the same period the Defense Department awarded Maine firms a total
of 134 contracts valued at $156 million for supplies and materials (in addition to
contracts with BIW) to be delivered to centralized supply centers located
throughout the U.S..
The State's second largest military contractor is Saco
Defense, a manufacturer of machine guns and components. Over the past three and
a half years Saco Defense has received 28 contracts totalling nearly $97 million.
Products from Maine firms include fabrics, rope, boots, and flight jackets, as
well as ships, machine guns and components, bearings and valves and other parts
for military machinery and equipment.

B.

Installation Improvement Projects:

Maine firms were awarded $70 million to perform work on Maine military
installations during the period of this study. Most contracts are for major
improvement and construction projects and are in addition to the direct purchases
made by the installations themselves. Hazardous substance removal, including
asbestos removal, medical waste · disposal and underground tank
removal/replacement account for a large portion of the contracts to Maine fim1s for
work to be performed at military installations.
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Most of the contracts to Maine firms involved jobs on installations located
within Maine. In addition to military installations, Maine firms were awarded
contracts to perform work at veteran's health facilities. Most contracts to Maine
firms involved construction projects at Togus.

C.

R&D and contracts of a technical nature:

Maine firms receive very few contracts of an R&D nature. Those that have
been awarded to Maine firms include testing and engineering services that relate
primarily to safety standards and material designs. Contracts have also been
awarded for environmental research, primarily to determine environmental impact
or impact on a certain species. Technical contracts generally involve design work
or architectural services, development of mapping systems or other technical
services of a similar nature. As with R&D type contracts, Maine firms receive only
a few and most are small.

3.

Military Unit

The Navy does the largest
amount of business with Maine firms.
While n1ulti-million dollar contracts
with BIW to produce ships accounts for
most of the value of contracts awarded
in Maine, they account for only 14 of
the 202 contracts awarded to Maine
firms by the Navy.
Most of the
remammg
188 Navy
Department
contracts are for work at either the
Brunswick Naval Air Station or the
Portsmouth-Kittery Naval Ship Yard.
Likewise, most of the procurement
contracts awarded by the Air Force are
for work to be done at Loring AFB.

Federal Procurement, Fy89-92
Prime Contract Aawards to Maine Firms
By Untt of the Milttary

Note: includes awards made In FY89, FY90 and FY91
and FY92 through May 30.

Federal Procurement, Fy89-92
Pnme Contract Aawards to Maine Firms
By Untt of the Milttary

The Army is the second largest
purchaser of supplies and services from
Maine firms. Most of the contracts
awarded by the Army involve supplies,
Note: includes awards made In FYB9, FY90 and FY91

-5-

primarily guns and gun parts. Of the $116m worth of purchases by the Army from
Maine firms, almost $97m were from Saco Defense, Inc. The Army also contracts
for services and repairs to army reserve centers and other base facilities, most
located in the northeast.
U.S. Army contracts account for less than 5% of all military contract
spending in Maine. However, when contracts to BIW are excluded from the
analysis, the Army accounts for half of the remainder.
Table 2.
Distribution of Prime Contract Awards by Military Unit
Military Unit

Number
of
Awards

Contract
Value

Percent

Percent
(ExcBIW)

6

$26,913,423

1.1%

11.7%

48

116,048,679

4.7%

49.2%

Coast Guard

9

1,566,587

0.1%

0.7%

Marine Corps

2

1,974,673

.01%

0.9%

Natnl Guard

8

2,453,167

.01%

1.1%

202

2,258,958,690
w/oBIW:
65,652,865

93.2%

28.6%

VA

19

3,661,010

0.2%

1.6%

PFO

1

52,720

0.0%

0.0%

DOD

54

14,183,271

0.6%

6.2%

2

399,188

0.0%

0.2%

392

$2,409,84 7' 188

100.0%

100.0%

Air Force
Army

Navy

unknown
TOTAL
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4.

Geographic Distribution

Maine firms that routinely receive contracts for defense-related work are
c.oncentrated primarily in Southern and Central Maine. After excluding BIW
contracts, the remainder of military contracts are primarily to firms in Cumberland
and York counties. Aroostook County received 5% of the value of the contracts
awarded between FY89-92.
Table 3.
Prime Defense Contract Awards by County, FY89-92*
County

Number of
Contracts

Value of
Contracts

Percent of
Value

Androscoggin

31

$4,196,671

1.95

Aroostook

36

11,518,850

5.35

126

37,593,088

17.47

Franklin

4

2,350,279

1.09

Hancock

5

1,325,036

0.62

Kennebec

28

9,258,893

4.30

Knox

31

6,338,788

2.95

Lincoln

4

263,480

0.12

Oxford

0

0

0.00

Penobscot

16

17,864,355

8.30

Piscataquis

3

839,897

0.39

Sagadahoc

28

Cumberland

0.63

1,413,118

Somerset

7

1,813,277

0.84

Waldo

4

3,847,150

1.79

Washington

6

201,521

0.09

67

117,794,259,

York

54.74
•

State Total
* Excludmg BIW.

392
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$215,195,544

100.0

The distribution of funds into the local economy from defense contracts is
more apparent when the data is examined for each of the state's 36 extended
communities. Two maps depicting the 36 community groupings and the towns
included in each are located at the back of this paper.
A third of the extended communities had no firms with prime defense
contracts during FY1989 through FY1991. The greatest volume of business occurs
in southern and central Maine. Contracts to firms in more outlying regions tend
to be fewer and smaller in size.

Table 4.
Firms awarded Prime Contracts for Defense Procurement by Location (Extended
Community) During FY89-91 *.
Region

Contracts

Value

Average
Contract

37

$11,501,881

$310,862

Ashland

0

0

Fort Kent

3

744,254

Madawaska

1

297,634

Houlton

1

28,810

Patten

0

0

Presque Isle

32

10,431,183

II. Inland Me.

9

3,774,001

Millincokett

0

0

Lincoln

0

0

Dover-Foxcroft

1

397,779

Pittsfield

2

171,111

I. Northern Me.

419,333

.,..

Contracts

Value

Average
Contract

37

$11,501,881

$310,862

Contracts

Value

Average
Contract

Skowhegan

2

854,832

Bingham

0

0

Farmington

0

0

Rangeley

1

190,800

Rumford

0

0

Livermore

3

2,159,479

7

1,526,557

Calais

0

0

Eastport

1

82,896

Jonesport

0

0

Machias

1

118,625

Bar Harbor

0

0

Ellsworth

5

1,325,036

0

0

74

1,317,083,317

4

3,847,150

33

6,453,808

1

98,960

36

1,306,683,399

168

143,854,940

Region

I. Northern Me.

Region

III. Eastern Me.

Blue Hill
IV. Mid Coast

Belfast
Rockland
Damariscotta
Brunswick
V. I-95 Corridor
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218,080

17,798,423

856,279

Contracts

Value

Average
Contract

37

$11,501,881

$310,862

Contracts

Value

Average
Contract

14

16,331,909

1

1,109,330

Augusta

23

7,340,953

Lewiston

26

3,550,770

Portland

104

115,721,978

45

12,649,095

27

9,725,020

Paris

0

0

Sanford

3

363,136

Kittery

15

2,560,939

340
Total
* Table does not mclude data for FY92.

$1,490,636,274

Region

I. Northern Me.

Region

Bangor
Waterville

VI: South/West
Fryeburg

281,091

$4,299,471

Of the 53 defense-related contract awards made in the first 8 months of FY92
totalling $919 million. BIW received almost $890 million. $23 million were
awarded through 22 contracts to Cumberland County firms. The remaining $6
million was distributed over 29 additional contracts to firms located in 10 of the 16
Maine counties.
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Maine 1 s
30 Rural Areas
and
6 Urban Areas

Machias
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APPENDIX 2

Background Paper #2. Military Installation Expenditures
Analyst: Joyce Benson
State Planning Office

EXPENDITURES OF
MILITARY INSTALLATIONS
IN MAINE

The State Planning Office obtained data on direct expenditures from all major
military installations and from several minor installations. The study sought to
examine expenditures made by bases during·the course of a 1-year period in terms
of: (1) the amount of expenditures to Maine firms, (2) the geographic distribution
of expenses by installations throughout the state, and (3) the general nature of base
expenditures. From this it was hoped that SPO could identify the overall role of
military expenditures in the State and local economy, the kinds of firms in Maine
that rely on business from military installations, and the relative level of exposure
or dependency of various firms and regions of the State on military expenditures.

General Observations:

The expenditures from nine installations over a 12-month period were
examined in depth. Most of the data covered the period of FY90 or FY91 although
e·xact beginning and ending points varied from one installation to another. The·
following general observations resulted:
1.
Expenditure data (non-payroll related) for the nine installations in the
sample identified $29 million in expenditures. Not all bases included utilities. If
utilities for all bases are included and the expenditures of bases not included in the
in-depth study are added, it is estimated that military installations in Maine do
approximately $40 million a year in business with Maine firms, utility companies
and in services purchased from municipalities (primarily water and sewer).
2.

Although military installations do most of their business with firms
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located in proximity to the base, firms doing business with military installations are
widespread throughout the state.
3. Unlike procurement contracts, most of the purchases from Maine
businesses made by military installations are non-manufacturing in nature. They
include construction and repairs of base facilities, and for services and supplies
used in the day to day operation of the base.
4.
Utilities are a major component of base expenditures. Closings or
major reductions at large and mid-sized installations will have a profound effect on
public utility companies and on municipal services.

Military Installations i.n..Maine:

There are three major military installations located in Maine: Loring Air
Force Base, Brunswick Naval Air Station, and Kittery-Portsmouth Naval Ship Yard.
National Guard installations at Bangor and Augusta also have multi-million dollar
budgets. Naval communications facilities in Prospect Harbor and Winter Harbor
are sizeable operations.
In addition there are numerous sites throughout the state associated with the
major installations. For example, training facilities in the Aurora area and fuel
facilities at Searsport are managed by Loring AFB. Loring AFB itself is made up
of facilities spread from Ashland to Limestone, and throughout several of the
surrounding municipalities.

Reserve Centers make up the third major category of military activity within
the State. The Army and Navy both maintain reserve centers in Maine. The navy
has reserve centers in Portland, Augusta, and Bangor as well as in Brunswick
associated with BNAS. The Army has at least 8 centers spread from Sanford in
York County to Aroostook County. These centers are small. Their expenditures
generally are limited to operating and maintaining an armory (utilities, repairs, etc.),
and supplies for training sessions, including food and lodging for personnel brought
in to conduct training and for related activities.

Analysis &Expenditures .2f_lnstallations:
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The analysis that follows is based on expenditures amounting to over $29
million by selected military installations located in Maine. While the exact months
of· expenditures may vary from one installation to another, the data for each
represents 12 months of expenditures in 1990 or 1991. The focus of the study is
on the. extent of military spending in the Maine economy and is therefore limited
only to purchases made from Maine firms; it does not include additional purchases
made from non-Maine companies, and therefore does not represent 100% of direct
spending by the installations themselves.

Installations included in Study

Major Bases:
Loring AFB*
Brunswick NAS*
Kittery-Portsmouth NSY

*Includes expenditures associated with off-base sites used for training
missions. BNAS data also includes expenditures of the Naval Reserve
Center located in Brunswick.
Guard Facilities:
Camp Keyes
Naval Communications Facilities:
Winter Harbor
Prospect Harbor
Cutler
Reserve Centers:
Bangor Naval Reserve Center
Augusta Naval Reserve Center

Installations not included in the study are primarpy smaller units such as
army and navy reserve centers and coast guard operations. The largest military
installation not included is the Air National Guard in Bangor and the various units
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associated with it.

1.

Sector Impact

The expenditures of military installations are primarily for goods and services
that are necessary to the operation and maintenance of the facility, and as such are
not substantially different from those of any other major industry or firm. Three
· broad economic sectors are affected most by military installations in Maine, public
utilities, construction (including repair and maintenance services) and the service
sector.

A. Utilities:

It is clear that utilities are the single largest expenditure of Maine military
installations. Utilities include gas and oil, electricity, water and sewer, and waste
disposal (both solid waste and hazardous wastes). Some installations included
complete information on expenditures for utilities while others did not. Loring
AFB and the Winter Harbor Naval Security Group provided full detail of their
utility costs while others provided information on some of their costs. Overall, $14
million of the $29 million included in this analysis were utility related expenditures,
nearly half of base expenditures.·
1. Electricity and Heating Oil.
Nearly a third of the expenditures at
Base Expenditure: Utilitities
Loring AFB in FY90 were for heating
Selected Bases
oil and electricity. Electricity alone
cost LAFB in excess of $4.5 million,
most paid to Maine Public Service Co.
(38.7"k)
At the Winter Harbor Naval Security
Group, a much smaller installation,
Solid Waste (48.7"/o
electricity and heating oil accounted for
over half (59%) of FY91 expenses. In
cases where military installations
account for a substantial share of
demand, as the case of Loring AFB to MPS, utilities will be · hard pressed to
surviVe.
Eiec~icity

2. Municipal Water and Sewer. Military installations also rely on municipal
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water and sewer services. In light of base expenditures in the millions of dollars,
municipal water and sewer fees appear small. However, LAFB paid over $100,000
to Presque Isle, Limestone and Caribou, and the Winter Harbor Naval Security
Group paid over $42,000 to the Winter Harbor water and sewer districts last year.
For small towns, fees from military installations account for a significant share of
their revenues and the volume of waste from the bases have caused towns to build
systems much larger than would otherwise be necessary. If rates are redistributed
over remaining customers upon closure of a military facility, the residents in
smaller communities may face rising rates to maintain the excess capacity.
3. Solid Waste. Hazardous and Special Waste Removal. Military installations
spend large sums of money on solid waste, including removal of hazardous wastes
and medical wastes. While municipalities provide or contract for solid waste
disposal for residents, solid waste appears to be the only public/municipal service
not used by military installations. Most contract directly with private firms for
general trash disposal and disposal of special wastes. The amount spent on waste
disposal by the three major installations and by Keyes and Winter Harbor NSG
amounted to nearly $6.9 million during one year's time.

B. Facility Maintenance and Operation:

Maintenance and operation of the facilities themselves accounts for most of
the expenditures of military installations made to private sector businesses.
Expenditure data reflects both day to day services - solid waste removal, snow
plowing, lawn mowing and grounds keeping, and maintenance and repair services
such as re-paving, painting buildings, repairing/replacing roofs, building additions
and conversions, repairs and improvements to runways, etc. The primary
beneficiaries of these expenditures are local construction firms and service
enterprises. Though minor in comparison to large repair jobs, area retail outlets local hardware stores, department stores, and supermarkets - benefit from small
purchases made by installations.
Some installations provided information on what was purchased as well as
the finn with which the transaction was made. Others provided only a list of firms
and the amount of the transaction. Because data on expenditures to firms was not
matched with the firm's SIC code, it is not possible to quantify the amount spent
by installations to each type of firm or for each purpose. tt is clear, however, from
the names of the firms and the lists of services provided from some of the
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installations that many millions of are flow into the construction and service
sectors of the Maine economy through military installations located in the State .

. C.

Supplies & Services:

The Department of Defense purchases billions of dollars worth of supplies
and equipment which we generally define as "military hardware" - ships, machine
guns, uniforms, etc.. Supplies and services purchased by installations are much
different in nature. Installations obtain most of their large-volume supplies from
central supply centers rather than by direct expenditure. Local purchases are
generally limited to small quantity needs or specialized materials and equipment.
Most local installation purchases are more accurately categorized as purchase of
services. They include leases and purchases of typewriters, photocopy machines,
etc. and accompanying service agreements, laundry services, repairs to machinery,
vehicle maintenance and replacement, etc. associated with the day to day operation
of the base. As is the case with maintenance and operating costs, an analysis by
SIC code is needed to provide quantifiable information on the dollars spent for
services, repairs, and related expenditures.

2.

Geographic Impact:

Military installations purchase most needed services from local firms, usually
from those located within a 25 mile radius of the installation. Installations are more
likely to look further for specialized services (such as laboratories, special parts,
etc.) and large construction projects which require a certain size of firm or
specialization. Overall, there are fewer such fim1s in the State and they are usually
located in or near the larger metropolitan areas of the State rather than in proximity
to a military installation.
Table 1. illustrates the concentration of expenditures of each installation in
the county in which it is located. For instance, 77.6% of the purchases made by
Loring AFB are from firms located in Aroostook County. Of the remaining 22.4%
of their expenditures during that fiscal year, the largest portion (10%) were made
to firms in Cumberland County, and the remaining 12% were spread throughout the
balance of the state.
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Table 1.
Concentration of Purchases from Maine fim1s by Maine Military Installations by
County
Installation

I

Location
(County)

(Pet in Co.)

I

I

Purchases: Other Key
Counties

Purchases

I

I

Loring AFB

Aroostook

77.6%

Cumberland, 10.0%

Bnnis. NAS

Cumberland

31.5%

Kennebec, 23.8%
Androscoggin, 15.3%
Sagadahoc. 16.7%

Portsmouth
NSY

York

28.8%

Cumberland, 44.4%
Kennebec, 13.4%

Camp Keyes

Kennebec

11.6%

Cumberland, 45.4%
Androscoggin, 9.5%

Augusta NRC*

Kennebec

98.0%

Androscoggin, 2%

Winter Hbr

Hancock

51.2%

Washington, 15.2%
Penobscot, 29.0%

Cutler

Washington

21.8%

Penobscot, 47.4%
Cumberland, 15.4%

Bangor NRC

Penobscot

28.6%

Washington, 42.9%
Hancock, 14.3%

*NRC

= Naval Reserve Center.

Thus, while fim1s doing business with military installations located in Maine
are widely distributed throughout the State, high concentrations occur in regions
where installations are located. Table 2. displays the distribution of firms by
county and the value of purchases.
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Table 2.
Distribution of Maine Firms doing business with Maine Military Installations
By County.
Firms

Value

Percent (Value)

Androscoggin

172

$1,235,771

5.6%

Aroostook

293

10,267,644

46.9%

Cumberland

608

4,219,788

19.3%

Franklin

7

264,318

1.2%

Hancock

129

525,782

2.4%

302

1,779,052

8.1%

Knox

10

14,499

0.1%

Lincoln

12

25,150

0.1%

Oxford

10

30,038

0.1%

330

1,481,717

6.8%

Piscataquis

2

6,925

0.0%

Sagadahoc

. 58

808,273

3.7%

18

74,610

0.3%

7

7,364

0.0%

72

205,130

0.9%

York

103

927,657

4.2%

Total

2134

$21,873,718

100.0%

County

Kennebec

Penobscot

Somerset
Waldo
Washington

'

The widespread nature of the spending of military installations in Maine even
more obvious when spending is compared among the 36 extended conununities.
Two maps depicting the 36 community groupings and the towns included in -each
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are located at the back of this paper.
Most of the firms doing business with
Maine military installations are located
in the I -95 Corridor between Portland
Finns doing business with Military
and Bangor (62.6%) or in Aroostook
Inst.allations in Maine, by Region
County (13.8%). However, spending
reports from the installations show that
areas of the state that do not have
military installations located in them
have a number of firms that do
Nurrt>er of firms • 2123
business with Maine military bases. As
expected, the number of firms and total
volume of spending is relatively small
in these regions. The fact that there are
expenditures in these non-associated regions indicates the extent to which military
spending reaches to all segments of the Maine economy and all geographic areas
of the State. The impact of Loring AFB, for example, is felt not just in the
Limestone area, but county-wide and even state wide as firms in Lewiston, Portland
and other localities do business with Loring.
Table 3.
Firms doing business with Maine Military Installations by Location (Extended
Community)
Region

Firms

Value

Percent (Value)

2123

$28,706,116

100.00

293

*15,387 ,282

53.60

4

15,255

.05

Fort Kent

11

76,367

.27

Madawaska

10

89,169

.31

Houlton

10

51,726

.18

4

17,277

254

*15,137,488

MAINE
I. Northern Me.

Ashland

Patten
**Presque Isle

-9-

~

.06
52.73

Firms

Value

Percent (value)

II. Inland Me.

40

418,926

1.46

Millinockett

6

38,210

.13

Lincoln

2

265

0

Dover-Foxcroft

2

6,925

.02

Pittsfield

5

72,089

.25

Skowhegan

8

16,440

.06

Bingham

2

11,158

.04

Farmington

3

2,088

.01

Rangeley

0

0

0

Rumford

3

2,090

.01

Livermore

9

269,661

.94

201

1,984,284

6.91

11

10,598

.04

Eastport

2

168

0

Jonesport

13

124,726

.43

Machias

46

69,638

.24

Bar Harbor

6

39,768

.14

**Ellsworth

120

1,736,615

6.05

3

2,771

.01

159

1,438,178

5.01

6

118,687

.41

10

14,499

.05

Damariscotta

7

24,825

**Brunswick

136

1,280,167

Region

III. Eastern Me.

Calais

Blue Hill
IV. Mid Coast

Belfast
Rockland

-10-

.09
~

4.46

Firms

Value

Percent (value)

1,329

8,391,738

29.23

319

1,580,766

5.51

Waterville

51

201,898

.70

**Augusta

250

1,606,450

5.60

Lewiston

168

1,230,431

4.29

Portland

541

3,772,193

13.14

101

1,085,727

3.78

12

105,074

.37

1

1,480

.01

Sanford

11

182,990

.64

**Kittery

77

796,183

2.77

Region

V. 1-95 Corridor

Bangor

VI: South/West

Fryeburg
Paris

* Figures for Northern Mame appear disproportionately high because data from Lonng AFB
included all of their utilities costs while BNAS did not provide figures on utilities. As noted
earlier, the cost of utilities is the single largest expenditure of most installations and runs in the
millions of dollars annually. Based on the information provided by the installations, it also
appears that the Air Force directly solicits bids for large construction/repair projects on their bases
whereas the Navy tends to use the DOD prime contract bid process for major repair and
construction projects at BNAS. (see background paper on prime contract awards)
** Extended Communities in which the larger military installations included in the analysis are
located.
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Maine's
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APPENDIX 3

Background Paper #3: Defense Subcontracting
Joyce Benson, analyst
State Planning Office

DEFENSE SUBCONTRACTING
BY MAINE BUSINESSES

Vendor lists supplied by military installations located in the State and lists
of prime contracts awarded by the Department of Defense indicate the widespread
nature of defense spending in the state and the extent to which Maine's private
businesses are doing business with the DOD and with individual installations and
military bases.
It was generally believed, however, that direct expenditures of the DOD and
its various installations are only a portion of the total picture of the role of defense
in the Maine economy. In addition, there are other firms for whom defense
spending represents a significant portion of their business but all work is done in
the role of a subcontractor providing materials and components needed· by other
large defense contractors. Thus the State Planning Office sought to assess the
extent to which defense-related subcontracting is a factor in Maine's defense
economy. Since most such firms are believed to be manufacturers, the Office
turned to the annual Census of Maine Manufacturing.
The Maine Department of Labor, Bureau of Labor Statistics (BLS) annually
conducts the census of manufacturing establishments (SICs 20-39). All firms
whose primary role is the production of manufactured goods in the State are
required to complete the census, making it the ideal vehicle for studying the role
of defense subcontracting. In coordination with the BLS, the SPO added three
questions to the 1991 Census dealing with the defense-relatedness of manufacturing
firms. They were:
1.

Does any of your production include work done either as a prime contractor
or subcontractor for the Department of Defense?

1

2.

If so, what percentage of your gross value product does it represent? Prime
Contracts
% Subcontracts
%.

3.

Over the next two years, do you expect your defense-related production to:
Increase
Decrease __ No Change.

Defense-related sub-contractin2 .tu:..Maine firms:

The 1991 Census of Manufacturing was mailed to 2,777 firms doing business
in Maine. The results turned up 98 firms who indicated that a portion of their 1991
gross product was defense-related. Of these, 60 indicated doing business as a
subcontractor. Subcontracts totaled nearly $73 million. The fol~owing summary
analysis is based on the data provided by these firms.

Analysis of Findings
1.

Defense Dependency of Sub-contractors:

Subcontractors are on average less dependent on defense-related work than
prime contractors. For prime contractors, defense accounted for over 60% of their
total sales compared to only 18.5% of all sales by subcontractors.

Table 1. Share of Gross Sales attributed to Defense-Related Sales

Number of Firms
Gross Product
Defense Related
Pet. Defense

Subcontractors

Prime
Contractors

Total

60

47

98*

$394,130,129

$1,540,388,647

$1,866,685,273

72,731,494

933,907,943

1,006,639,437

18.5%

60.6%

53.9%

* Some f1rms had both direct contracts and subcontracts.
Source: 1991 Census of Maine Manufacturing
2

While overall dependency of subcontractors is relatively low, some are highly
dependent while defense related business accounts for a small share of the total for
others. Two subcontractors indicated that 100% of their gross sales were defenserelated and seven additional firms indicated that half or more of their sales were
defense-related.

Table 2. Distribution of Subcontractors by Level of Dependency
Dependency
Level

Number
of Firms

Total Value
of Product

Value of
Defense*

Percent
Defense

100%

2

$675,000

$675,000

100.0%

50-99%

7

42,236,842

26,191,709

62.0%

20-49%

9

37,421,079

11,725,913

31.3%

10-19%

14

141,738,852

23,941,448

16.9%

Under 10%

28

172,058,356

10,197,425

5.9%

Total

60

394,130,129

72,731,494

18.5%

* Com p uted. The census q uestionnaire asked each firm to indicate total value of product produced in 1991 andthe
percent that was produced as a subcontractor on a defense-related product. Most firms were careful to compute the
defense-related percent while others simply indicated an approximate amount (about 5%, a third, etc.) The value
of product related to defense used in this table and in subsequent tables is a direct computation of total value
multiplied by the percent indicated. Because of respondent rounding or estimating the percent, this figure is believed
to be reflect the approximate value of defense related activity. not the exact amount.
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2.

Products supplied by Subcontractors:

The sixty Maine firms identified
by the Census as defense-related
subcontractors produce a wide variety
of goods. In all, thirteen broad (2-digit
SIC) ·industrial classifications are
represented. Some provide specialized
fabrics, canvas products, waterproof
clothing, wood products, paper and
cardboard products, printing and
publishing, and other non-durables.

MAINE MANUFACTURERS
WITH DEFEKSE-RELATED SliBCO:-.IRACfS, 1991
ALL OTHER

TRANSPORTATI0~ .,
04

EQUIPMENT

INDUSTRIAL
MACHINERY
(49.7llo)

Percent of Total Value of Product

Most of the subcontractors are
engaged in making parts for military hardware. They include foundries, makers of
fabricated metal products, industrial machinery and components, electric machinery,
electronic components, turbines and motors, and ships and equipment for ships.
Manufacturers of industrial machinery (turbines & generators, machine tools
and specially designed parts, etc., SIC 35) account for half of the total defenserelated value of product and a third of the firms. Five firms engaged in the
manufacture of transportation equipment account for a fifth of the value. Ten
electric machinery and electronic equipment manufacturers account for another fifth
of the total value of defense-related production.
The following table illustrates the range of industrial sectors in Maine that
are· represented by subcontractors who produce products for defense-related
programs.

4

Table 3. Major products supplied by Sub-contractors, 1991
Number of
Firms

Value of
Product

Textiles (22)

1

$524,710

Apparel (23)

3

735,511

Lumber/Wood (24)

3

316,517

Furniture (25)

2

88,759

Paper, nee (26)

1

66,825

Printing, Publishing (27)

2

612,267

Coal, Petroleum (29)

2

1,246,646

Primary Metals (33)

2

87,921

Fabricated Metals (34)

9

4,547,126

Industrial Machinery(35)

19

36,172,943

Electric, Electronic Mach. (36)

10

13,979,294

Transportation Equipment (37)

5

14,851,843

Instruments (38)

1

22,842

60

$72,731,49

Industry (SIC)

TOTAL

3.

Geographic Distribution of Subcontractors

Firms that indicated having done subcontract work of a defense-related nature
in 1991 are located in ten counties, but are concentrated in central and southern
Maine, and in Aroostook and Penobscot Counties. Half of the 60 firms are located
in Cumberland and York Counties. They account for over nearly half of the value
of defense-related output. The eight Penobscot County firms aceount for 30% of
5

output value.

Table 4. Distribution of Subcontractors by County
County

Number of
Fim1s

Pet

Value of
Contracts

Pet

Androscoggin

2

3.3

$157,309

0.2

Aroostook

4

6.7

1,803,120

2.5

16

26.7

8,552,310

11.8

Franklin

0

0

0

0

Hancock

0

0

0

0

Kennebec

3

5.0

7,605,255

10.5

Knox

4

6.7

2,485,602

3.4

Lincoln

0

0

0

0

Oxford

4

6.7

4,443,943

6.1

Penobscot

8

13.3

26,653,671

29.8

Piscataquis

0

0

0

0

Sagadahoc

3

5.0

22,301

0

Somerset

0

0

0

0

Waldo

2

3.3

20,317

0

Washington

0

0

0

0

York

14

23.3

25,987,667

35.7

Total

60

100.0

$72,731 ,494

100.0

Cumberland

6

4.

Employment

The sixty firms employ a total of 3,882 workers, an average of 65 workers
apiece. The size of the work force of these finns ranges from 1 person to over a
thousand. Sixty percent of the workers are employed by the 30 firms located in
Cumberland and York Counties.
The eleven subcontractors who are most heavily dependent on defense-related
jobs (i.e., defense accounts for at third or more of their total output) employ 936
workers (24% of the workers employed by the 60 firms in the study). Seven have
less than 50 employees. One has over 400.
Most of the jobs in the eleven highly defense-dependent firms are in the
areas of machine work, valves, precision products, electronic components and
fabricated metal.

Reliability iJ.!!!LCom pleteness

.2.Lilata:

The census provided valuable information about the nature and impact of
defense-related subcontracting. However, there is reason to believe that the results
provide an incomplete picture at best, based on the following observations:
1.
A large number of firms did not answer the defense-related questions.
It is not possible to know if no answer meant that they did no defense-related
business or if they simply ignored the question or did not know. It is possible that
the person filling out the census form may not have been fully aware of the amount
of defense-related business the firm was engaged in last year or may not consider
defense-related work as significant to their business and therefore, feel it
unimportant.
Some firms who either did not answer the questions or indicated that they
did no defense-related work in 1991 were firms which other sources indicated
either are or had been engaged in defense-related activities. It is possible that some
firms may not be aware that the item they. are making for another manufacturer is·
ultimately part of a product that is being purchased by DOD. Others may not have
done any defense-work in 1991 though they had previously been~engaged in such
or are now involved in defense-related work.
7

'
2. The SIC classification of diversified fim1s may have resulted in their
exclusion from the Census.
The database contains solely manufacturing
establishments as defined by the Maine Department of Labor. Many establishments
that do manufacturing work may be classified as non-manufacturers, for example,
those establishments with a large portion of their revenue or work force involved
with sales and distribution may be considered wholesale or retail distributors rather
·than manufacturers. {Note: BLS's classification of manufacturers differs slightly
from Labor's Research Division and is a bit more liberal in classifying a firm as a
manufacturer.}
3. Many non-manufacturing firms are also subcontractors. The Census
turned up 60 firms producing $73 million worth of product in 1991. These
subcontractors produce materials for numerous prime defense contractors. In order
to test the completeness of the results of the Census of Manufacturing, a
confidential file of BIW vendor data was examined. This comparison revealed
striking gaps in the profile of defense sub-contracting as it is portrayed when only
the findings of the Census of Manufacturing data are considered.
Data from BIW indicated that they alone purchased nearly $50 million in
1991 from the top 200 Maine firms (out of a list of over 2,000 vendors) with
whom they did business. A further examination of the 200 vendors indicates that
almost 40% of the firms are classified as wholesale suppliers rather than
manufacturers. Manufacturers (SIC 20-39) and the construction sector account for
over a fifth of BIW's purchases from these 200 firms.
The information from BIW indicates that subcontracting is important to the
trade and construction sectors as well as to the manufacturing sector of the Maine
economy. Their data also indicates that subcontracting spreads across nearly all
sectors of the economy. The 200 firms examined represent 40 SIC codes at the 2digit level.

8

APPENDIX 4

Mt. Auburn Associates

Defense Impact
Analysis ~n
Southern
York County

FINAL REPORT

Submitted to:
The KEYS Coalition

Submitted by:

Mt. Auburn Associates

408 Highland Avenue, Somerville, MA 02144
Telephone: (617) 625-7770

September 14, 1.992

Acknowledgements

We gratefully acknowledge the support and cooperation of a number of people
and organizations 'without whom much of the research leading to this report would not
have been as successfully completed. First and foremost, the close involvement and
direction provided by the members of the KEYS Coalition was of utmost importance.
Their diligence and commitment to their respective towns, the entire region and the
people of Southern Maine was always evident. In addition, the support of James Upham
of the Southern Maine Regional Planning Commission was invaluable.
We also want to thank the many businesses and manufacturers in the region who
responded to our surveys and gave interviews for this research. As well, many local and
state officials granted us their time and assistance in collecting information, for which
we thank them. In particular, _the staff of the Maine State Planning Office, including
Steve Adams, Harold Payson III, and Joyce Benson, provided useful direction and
supplied us with essential data. Cheryl Sanborn of the Worker's Assistance Center was
especially helpful as well.
Two individuals went out of their way to cooperate with our research and
deserve special credit. They are Russell Van Billiard and Captain William McD.onough,
both members of the Save Our Shipyard Association.
Many people at the Portsmouth Naval Shipyard deserve thanks as well, including
the various staff members and officers who supplied us with data on purchasing and
answered our numerous questions. In particular, Lieutenant Commander Andy Eckert,
Mike Levesque, and Kathy Levesque deserve specia_l thanks. Finally, we thank those
recently laid off Navy Yard employees who responded to our survey, and wish all of the
. displaced workers and their families the best of luck in their future pursuits.

Mt. Auburn Staff
Beth Siegel
Tom Webb

Table of Contents

ChaJ)ter 1

In troductlon

Chapter 2

Economic Oven·lew

4

Economic Performance: The Economic Well-being
of the Residents of Keys
Economic Environment: By Location of Employment
Conclusions

4
8
14

Defense Sector of the Regional Economy

40

The Role of the Portsmouth Naval Shipyard
in the Regional Economy
Economic Impacts Related to the Closing of
Pease Air Force Base
Other Defense Contractors in York County

40

Conclusions

68

The Impacts of Defense-related Employment
Loss: A Review of the Literature
Short-term Impacts Related to Layoffs at the
Naval Yard
Longer-term Impacts
Longer-term Opportunities

68

Resources

82

Resource Needs for Economic Adjustment
Existing State and Local Resources
Gaps in Resources

82
83

Next Steps

91

2.1
2.2
2.3
Chapter 3

3.1
3.2
3.3
Chapter 4

4.1
4.2

4.3
4.4
Chapter 5
5.1

5.2
5.3
Chapter 6
Appendices

53
59

70
75
80

89

97

Chapter 1
Introduction

Responding to the economic conditions of the 1980s -- rapid growth, low
unemployment, and development pressures -- a primary concern of the residents of the
towns of Kittery, Eliot, Yor ... and South Berwick (KEYS) was controlling growth and
limiting development. Following this period of sustained growth, the KEYS towns arc
now facing a very different economic environment. A deep recession in New England,
along with the closing of Pease and workforce reductions at the Portsmouth Naval
Shipyard (PNSY), arc having a serious impact on overall economic conditions in the
region. A growing number of residents arc out of work or underemployed and the towns
arc facing increased fiscal challenges.
The continued dependence of the region on defense-related jobs, particularly
those at the Portsmouth Naval Shipyard, is a cause for serious concern about deeper
economic impacts in the coming years. The priorities in the towns arc shifting from
controlling growth to promoting employment opportunities for local residents hard hit
by current economic forces.
Recognizing that their towns arc vulnerable to further job losses and the related
social and economic impacts associated with those losses, the four towns of the KEYS
region have formed a coalition to understand the economic impacts of the defenserelated dislocations already experienced, as well as the potential economic impacts of
fqrthcr job losses in the defense sector. The goal of this coalition is to develop a
comprehensive adjustment strategy that will case the transition for residents currently
impacted by existing layoffs and those who might be impacted in the future.
The impact of the existing and potential defense cuts on the region goes well
beyond just the number of direct jobs being affected. The overall dependency of the
region on defense-related employment exacerbated the effects of any cutbacks at the
Naval Yard. Moreover, the potential reecmployment of Jaideoff workers, hopefully
without significant cuts in wages, rests in the health and vitality of the larger regional
economy -- the Seacoast of New Hampshire and Maine.

1

This current report looks at the KEYS towns in the. context of the larger regional
economy in order to understand:

+ the current economic environment in the KEYS towns and the region as
a whole;

+ the exact nature of the defense dependency in the region;
+ the areas of vulnerability or opportunity in the regional economy;
·+ the implications of the economic trends on the residents of the towns of
Kittery, Eliot, York, and South Berwick; and

+

the next steps to be taken to develop an effective response to the
economic challenges the region faces.

It is important to note that this study only comprises a first phase of a larger
undertaking -- the development of an effective community adjustment strategy.
Hopefully, it will provide the appropriate backdrop to ensure that a strategic response is
based upon a comprehensive understanding of economic conditions in the region.

2
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Chapter 2
Economic Overview

Analysis of the short- and long-term impacts of cutbacks in defense and the
capacity of the region to respond must start with an understanding of the economic
• performance of the communities in the KEYS area and the structure of the regional
economy. Looking at demographic, labor force, and employment trends over the past
decade provides some insights into the types of impacts that further cutbacks in the
defense. industry wiJJ have as wcJJ as the magnitude of those impacts.

2.1

Economic Performance: The Economic Well-being of the Residents of KEYS

For the most part, the 1980s was a decade of outstanding economic performance
for the four towns in the KEYS region. Even with a rapidly growing population and
labor force, the region was able to maintain an extremely low unemployment rate.
During the past decade:

+ The KEYS communities grew at a faster rate than the state or the U.S.,
primarily due to in-migration. Together, the population of the four
towns grew by 3,600 residents, or 14 percent. (It should be noted that
some local analysts believe that the 1990 U.S. Census figures undcrcount
the population (sec Chart J).

+ The unemployment rate has been consistently Jow, at times almost
negligible. Even during the recession of the early 1980s. the
unemployment rate in the four towns remained under four percent. In
1988, at the economic peak, the unemployment rate
KEYS
communities was below one percent (see Chart 2).

in

+

The residents arc relatively prosperous, with per capita and household
income above the state and national averages. While per capita income
in the region was below the national average in 1979, the high rate of
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growth in income led to the region's per capita income surpassing the
national a vcragc by 1989. Median household income in 1989 was higher
than the rest of York County, the state of Maine, and the U.S. as whole
(sec Chart 3).
The residents of the four towns of the KEYS region have the following
characteristics in 1990:

+

According to the 1990 Census, a larger proportion of employed KEYS
rcsidcn ts arc in skilled occupations. Fourteen percent of KEYS
residents arc in executive, administrative, and management positions as
compared to only 11 percent in the rest of Maine and about 12 percent
in the U.S. as a whole. Moreover, over 1S percent arc classified in
professional speciality occupations as compared to only 14 percent in
the U.S. and Maine. The region also has a relatively high proportion of
skilled blue collar workers. About 14 percent arc classified as precision
production workers as compared to only about 11 percent in the U.S. as
a whole (sec Tables I and 2).

+ A relatively large proportion of employed KEYS residents work in the
retail sector and manufacturing (including the Shipyard). Twenty-two
percent of the rcsidc.nts work in manufacturing as compared to only 20
percent in the state of Maine and 18 percent in the U.S. And, about 19
percent work in retailing as compared to 18 percent in the state as a
whole and 17 percent in the U.S. (sec Tables 3 and 4).

+ A very large number of employed KEYS residents work for the U.S.
government at the Naval Yard. Fourteen percent of the employed
KEYS r~sidcnts work for the U.S. government. This compares to a
national average of only three percent. Almost all of this employment
is tied to the Portsmouth Naval Shipyard. In Kittery, 18.5 percent of
all employed residents depend on the federal government for jobs (sec
Tables S and 6).

+

The region has a strong entrepreneurial base. In the four KEYS towns,
about ll..S percent of the employed residents are classified as selfemployed as compared to only nine percent in the state of Maine and
seven percent in the U.S. as a whole. The level of self·employment was
highest in Kittery and York (see Tables Sand 6).

s

While economic conditions have substantially worsened over the past three years, the
economic environmenl in the KEYS towns has not declined as rapidly or as deeply as in other
communities in New England. For example, while unemployment in the four towns has
been growing steadily since 1988, it is still very low and well below that of the county,
state, and U.S. In fact, in April 1992 the Kittery Labor Market Area (LMA) had the
lowest unemployment rate in the state, 4.5 percent.

In contrast, other communities in York County are experiencing double digit
unemployment. For example, as of March 1992 when the unemployment rate was 4.9
percent in the Kittery Labor Market Area, the Biddeford area had a 9.1 percent
unemployment rate and Sanford Labor Market Area had a 10.4 percent unemployment
rate.
It is very important to note, however. that in percentage terms. the rate of increase in
unemployment in the jour towns has beetr ''ery high. Between 1988 and 1991, the number
of unemployed residents of the four KEYS towns has increased by 213 percent and has
continued to rise in 1992.

There are other indications of deteriorating economic performance in the local
communities. Two major trends facing towns are increased tax delinquencies on real
property and greater demand for town- and state-funded General Assistance (GA):

+ Tax delinquencies are up in all four towns from FY9l to FY92
(estimated), as are the number of actual foreclosures on properties. The
increase is largest for Kittery (1.6 percent) where the percentage of
unpaid property taxes at year end increased from 16.4 percent in FY90
to 18.0 percent in FY9J. The estimated percentage of unpaid taxes in
Eliot for FY92 is 15.3 percent; in York, 8 percent; and in South
Berwick, 9.5 percent.
Other signs of a weakening tax base are found in data on foreclosures
and tax liens filed. The number of foreclosures in Kittery increased
from 32 in FY90 to 100 in FY92 (an increase of 213 percent). In Eliot,
there was just one foreclosure in FY90, but four are expected in FY92.
Tax liens went up 56.3 percent in York between FY88 (320) and FY92
(500 - estimated). The largest leap in York during that period occurred
between FY88 and FY89 ... the trend has been downward since FY89.
In South Berwick, officials note that in FY92 there are about 250 "new"
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accounts who are mostly homeowners feeling the pinch of the economy,
and not developers who are waiting for a sale to· pay taxes. I

+ The number of people receiving General Assistance has risen
dramatically, and town expenditures for GA are rising in turn. In
January 1989, there were about 200 people receiving General Assistance
in KEYS communities. By January 1992, there were more than 350
people on Assistance, or an increase of 70.9 percent. Relative to 1990
census data, the percentage of individuals receiving GA to KEYS
population increa~ed from 0.7 percent in 1989 to 1.2 percent in 1991.
The largest increases occurred in Kittery and South Berwick. These
figures do not reflect the recent 1992 layoffs at Portsmouth Naval
Shipyard (see Tables 7 and 8).
As a result of the increase in GA caseloads, town budgets for GA are
showing an increase as well. In Kittery, expenditures for GA have
increased 39.1 percent, from $66,919 (FY90) to an estimated $93,094
(FY92). In addition, towns are spending more on managing GA. The
person in charge of GA in South Berwick just became a full-time
employee. Another observation that has not been quantified is that the
GA disbursement per case is increasing because currently there is less
part-time work available to offset financial need by laid-off persons.
The administrator of the South Berwick General Assistance summed up the local
situation in a recent report: •The shortfall within the state's budget and the subsequent
cuts in the General Assistance Program resulted in several major changes in the General
Assistance Ia ws. This program now falls short in some cases of meeting even basic needs
of our residents. For the first time in the 12 years I have been administering this
program, some applicants are now having to choose between feeding their children and
paying the rent.•

----------------------------------------------------------lThe implications of increases in delinquencies, tax liens. and foreclosures are
complicated. Although towns may eventually collect more funds due to higher interest
charged on late payments. it is not clear that they come out ahead in the long run.
Delinquencies require more staff time, short-term borrowing to maintain town cash
reserves, and, together with inflation. these factors eventually eat away at any potential
gains.
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2.2

Economic Environment: By Location of Employment

'In analyzing the economic conditions, it is important to distinguish between
where people live and where jobs are located. No longer can one assume that the
residents of a community primarily work in that community. The workforce is
increasingly mobile with employees willing to commute long distances for appropriate
jobs (according to the 1990 U.S. Census, the average travel time to work in York County
in 1990 was 22 minutes). Residents of the four KEYS towns work throughout the
Seacoast region of Maine and New Hampshire with many commuting as far as Portland
to the north and Boston to the south. As just one example of the regional nature of the
economy, more KEYS residents work at Davidson in New Hampshire (about 120
according to the Mt. Auburn survey) than work at most of the manufacturing companies
located in the four KEYS towns.
Moreover, with advances in technology, there are increased opportunities to work
out of one's home. Thus, in the KEYS towns there is also evidence·of a growing number
of home-based businesses.
Understanding the economic environment in which KEYS residents operate thus
means understanding the larger economic region - where the jobs are located in which
KEYS residents currently work or could potentially work. One can examine the regional
economy re~vant to the residents of KEYS on three levels:
1.

Employmelll opportunities available in close proximity to the KEYS towns
-- the Kittery Labor Market Area that includes the KEYS towns,
Berwick, North Berwick, Ogunquit, and Wells.

2.

Employment opportunities within an average commute •• the rest of York
County in Maine and the Portsmouth Metropolitan Area in New
Hampshire.

3.

The economic •sphere of influence• .... Portland, Maine to Boston.
Commuting to Boston or Portland is no longer unusual. For example, a
resident survey in South Berwick found that two percent of the
residents commuted to Boston. Moreover, the business environment in
the region is heavily influenced by the larger economic forces
emanating from Boston ~ the regional center.
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2.2.1

Structural Changes in the Economy

Like much of New England, the KEYS region has experienced rapid job growth
over the past decade. In the Kittery Labor Market Area, about 3,800 jobs were added
between 1984 and 1990, accounting for an employment growth rate of 18.5 percent. This
level of job growth was lower than the rate of employment growth in the state. of Maine
(20 percent) during this period, but higher than the level of job growth for the U.S. as a
whole (16 percent). The Portsmouth metropolitan area (of which the Kittery Labor
Market is a part) has seen similar job growth in the decade. In the five year period
between 1982 and 1985, when the economy peaked, about I 5,500 jobs were added to the
region, a growth rate of 15.7 percent (see Charts 4 and 5).
Not only was the eco.nomy of the region expanding, it was also changing
structurally during this period. This change is seen both in the immediate Kittery area
-- where the growth in manufacturing, retail, and service jobs has meant a
diversification away from dependence on the Naval Yard, and in the larger region,
which has seen a shift from traditional manufacturing to a more diversified
manufacturing base including high technology products (see Charts 6 and 9).
Historically, the Kittery Labor Market Area was dominated by the jobs at the
Naval Yard. In 1984, for example, 9,000 of the area's 21,000 jobs (43 percent) were U.S.
government, primarily at the Naval Yard (see Chart 7). The dominance of U.S.
government employment in the four KEYS towns is even higher than it is in the Labor
Market Area. Over the decade, government employment has become a smaller and
smaller component of the job base. Currently, about 29 percent of the jobs in the
Kittery Labor Market Area arc related to the Naval Yard. While declining as a
percentage of total jobs, the Naval Yard still accounts for a very large proportion of
employment, particularly when compared to the U.S. overall where only about three
percent of all jobs arc through the U.S. government.
The Manufacturing Sector
UnHke many other similar communities in New England, the manufacturing
sector in the Kittery area remained relatively healthy during the 1980s. Starting in the
late 1970s when Pratt and Whitney was attracted to North Berwick, the region has been
seeing steady growth in manufacturing (see Chart 8). While employment in
manufacturing was declining in the state and the U.S.. the region has seen a growth of
about 2,600 manufacturing jobs over the iast decade (about 70 percent due to Pran and
Whitney's growth). While starting as a very small percentage of total jobs in the
beginning of the 1980s, the percentage of manufacturing jobs in the area is now closer
to the state and national average (see Chart 9).
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The manufacturing base in the Kittery Labor Market Area is relatively· diverse.
There are about 30 manufacturing companies in the Labor Market Area employing about
4,150 individuals. Of these, about 22 companies employing 706 individuals are located
in the four KEYS towns. Pratt and Whitney, located in the LMA but outside the four
towns, with 1,900 employees accounts for about 46 percent of aJJ manufacturing jobs in
the region.
The manufacturers located in the four KEYS towns are primarily small. Only
four companies have over 50 employees. Most of the companies employ less than ten
people. A number of the companies in the four towns are either in wood products (i.e.,
Northern Cabana, Maine Post and Beam) or marine-related (i.e., Martin Marine, East
West Custom Boards, and the P.E. RoJJins Boat Company). The largest manufacturers in
the four towns are Watts FJuidair in Kittery, a maker of compressed air filters,
regulators, and lubricators; and Duchess Footwear in South Berwick.
Mt. Auburn completed surveys of about 60 percent of the manufacturers
accounting for 74 percent of the manufacturing jobs in the four KEYS towns. The
survey found that on average about 61 percent of the employees at KEYS-based
manufacturers were residents of KEYS. The survey also found that a number of the
local manufacturers planned to expand their operations. Seven of the companies
reported that they planned to expand and seven companies reported that they were
developing new products or ne·w production processes. AJI of the companies that
planned to make new investment reported that lack of available financing was a
constraint to their activity.
The manufacturing base of the larger Kittery Labor Market Area is dominated by
Pratt and Whitney, which alone accounts for almost half of all manufacturing jobs in
the Labor Market Area, and some traditional manufacturers in industries of historic
importance (i.e., tanning and shoes). The region also has a relatively large percentage of
jobs in wood products (l4 percent), and printing and publishing (l2 percent).
Aeeording to the Mt. Auburn survey, which covered 60 percent of all
manufacturers and 86 percent of all manufacturing jobs in the Kitterv LMA. the local
manufacturers expect to increase their level of employment by about five percent over
the next three years. If one assumes this level of growth for the entire manufacturing
sector in the region, there would be an additional 225 manufacturing jobs by 1995.
The economic region surrounding KEYS ~0 including other parts·of York County
and the remainder of the Portsmouth Metropolitan area •o is more manufacturingoriented. Communities such as Sanford, Dover, Portsmouth, and Rochester - all within
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an easy commute of the four KEYS towns ·- have a relatively diverse manufacturing
base. Residents of the KEYS towns 1i ve within commuting distance of over 8,000
additional manufacturing jobs located in the Biddeford LMA and the Sanford LMA.
There are another 12,000 manufacturing jobs in the non-KEYS portion of the
Portsmouth Metropolitan Statistical Area (MSA) (see Tables 9 and 10).
York County still maintains a number of manufacturing concerns in its
traditional industries. Textiles, apparel, and footwear together account for about 20
percent of the manufacturing jobs in the county. However, the county has also
developed a concentration of firms in the machinery, electronics, and instruments
industries. Sanford alone has about 30 manufacturing companies, many of which are
producing relatively high-tech products.
The New Hampshire portion of the Portsmouth MSA also has a relatively diverse
manufacturing base with both traditional industries and high-technology companies
involved in cutting edge products. The region is home to a number of longstanding
companies in its traditional manufacturing base. Shoe, textile, and apparel companies
still provide over 2,000 jobs in the region. In addition, there are a number of companies
involved in manufacturing parts for the automotive industry, including Davidson
Interior Trim, with over 1,200 employees. There are also a number of companies in the
electronics and machinery industries. Other major manufacturers include: General
Electric in Somersworth, Simplex Wire and Cable in Portsmouth, and Cabletron in
Rochester (see Charts 10 and 11).
The Service Sector
The growth of the service sector -- most notably retail trade activity ·- has
probably been the most obvious sign of the changing economic environment to most
residents of the KEYS region. Between 1984 and 1991, the region added about 2,800
retail jobs and about 2,700 jobs in the service sector. Service sector employment grew
from 11 percent of total employment in 1984 to close to 14 percent by 1990. Retail
employment went from 17 percent to 21 percent during this same period. Between 1984
and 1990. the rate of job growth in both retail and services was higher than that of the
state of Maine and the U.S. as a whole (see Charts 12 and 13).
There arc two main components or the service sector in the region:
i.

The retail activity related 10 the outlet malls in Killery. During the
1980s. Kittery developed as one of the major centers for outlet
retailing in the Northeast. This development occurred relatively

quickly, changing the economic and physical environment of the
community. Currently, there are about 120 factory outlet retailers in
Kittery that annually net the state about $8 million in sales tax.
Women's Day Magazine ranked Kittery as the number one outlet center
in the nation. Its strength is evidenced by the fact that vacancies in
the outlet malls do not tend to last longer than one month. The outlet
retail stores have organized themselves into an association that is
aggressively marketing the area nationally and internationally.
According to several tenants, outlet stores have weathered the
recession quite well, and growth prospects for the future appear to be
strong with continued developer and retailer interest.
2.

Se,•ices related to ihe tourism industry in the region. The KEYS region
has a relatively strong tourism sector, with a large number of hotels,
restaurants, and a range of other services serving the tourism industry.
A study of the tourism sector in York County found that about 29
percent of all consumer sales in York County were attributable to
tourism. Similarly, Mt. Auburn's survey of KEYS retail and tourist
businesses (May 1992) found that 56.6 percent of the firms responding
indica ted that most of their customers live outside the Seacoast region.
Sales in this sector are also increasing. During the period between
1983 and 1990, restaurant and lodging sales increased by 98 percent in
York County.
According to the York County study, York and Kittery are the more
tourism-oriented communities. In York, about 46 percent of all sales
in 1990 came from restaurant and lodging business. In Kittery, the
amount was about 17 percent. Employment related to tourism was
estimated to be about 16 percent of all jobs annually and about 23
percent of all employment during the month of August for the Kittery
Labor Market Area in 1989.

An analysis of retail sales activities in York County completed by the
Cooperative Extension of the University of Maine provides further evidence of the
strength of the retail sector in the Kittery/Eliot area. While per capita retail sales of
about $2.50 in the Kittery/Eliot area was well below that of Saco, Biddeford, and
Sanford in the early 1980s, by 1990 per capita retail sales in the area were over $10.00 ·well above the other communities in the county, but stHl substantially below that of
Freeport and Ogunquit. The Kittery/Eliot area also increased from 12 percent of total
York County retail sales in 1985 to 17 percent in 1990.
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Within the greater Portsmouth area there are additional areas of service sector
strength including the health care sector and the financial sector. There were about
6,100 jobs in the health sector in the Portsmouth area, about nine percent of all jobs in
the region, and this number has been growing rapidly during the decade.
Financial service jobs are concentrated in one company -- Liberty Mutual.
Liberty Mutual, a provider of both personal and business insurance and financial
services, employs 23,000 people in 340 offices nationally. In the Seacoast region of New
Hampshire, the firm operates four offices employing a total of about 2,865 people. Of
three offices in Portsmouth, one is devoted to production functions (employing about
450), another provides information systems support (employing another 1,200), and a
third is a small sales office {employing l 5). In addition, the company employs about
1,200 workers in its home office located in the renovated Cocheco Falls Mill in Dover.
The corporation's main headquarters are located in Boston.
While the growth of the retail and service sector in the region has added jobs to
the region and provided some stability during a period of economic decline, it is
important to note that the quality of jobs in mosl components oflhe service sector is poor.
For example, as compared to the average manufacwring wage of $25,000 in York County in
1990, the average wage in retail was SJJ,400, and in sen•ices was $15,700.
The Mt. Auburn survey of retailers and tourist businesses in the four KEYS
towns provides additional evidence of the strength of this sector in the economy. Of the
60 companies responding to the survey, 72 percent were positive about the economic
environment and reported that they expected their business to improve in the future.
Only nine percent of the respondents expected their business to worsen. A large number
of the respondents to the survey also had planned to expand or invest in their business
over the next few years. Twenty percent of the respondents reported that they expected
to expand at the current site and another 50 percent reported that they expected to make
improvements at their site.
When asked if there were any barriers to their development, about 12 percent" of
the respondents noted that the availability of financing was a constraint. The type and
amount of financing needed by businesses included mortgages, seasonal lines of credit
($10·15,000), and short-term loans. Seven percent noted that the availability of skilled
labor was a constraint, and five percent mentioned the need for suitable water and
septic facilities.
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2.2.2

Recent Economic Conditions

While not experiencing the current economic recession as badly as other
communities in New England, the Portsmouth MSA and the Kittery LMA have
experienced job losses over the past couple of years. Since 1989 when employment
peaked, the Portsmouth MSA has lost about 11,500 jobs or aJ:>out ·10 percent of its jobs.
The immediate Kittery Labor Market Area has proven more stable. Even with dramatic
losses in construction employment and the layoffs at the Shipyard, total jobs in the a.rca
have only been reduced by a few hundred jobs or about one percent of its employment
base (see Table 11 ).
A number of closings and layoffs in local manufacturing companies have added
to the concerns about the avaflability of good, skilled manufacturing jobs in the region.
In Biddeford, Fiber Materials, a manufacturer of woven materials for the aerospace
industry, cut its workforce by 100, and Shape, Inc., a maker of video and audio cassette
tapes, cut forces by 150. Saco Defense, a machine gun manufacturer in Saco, reduced its
employment by about 50. In the Sanford area, Sprague Electric, a semi-conductor
manufacturer has let go 100 of its employees recently. Another semi-conductor firm in
South Portland, National Semi-Conductor, reduced employment by 200. Further down
cast, Bath Iron Works is preparing to reduce forces by 2,000.
On the New Hampshire side, Clarostat, a producer of electronic components,
announced they were moving their Dover, New Hampshire operation to Mexico resulting
in the loss of about 340 jobs. Also in Dover, Hidclbcrg Harris, Inc. laid off about 100
employees. In Portsmouth, a bout 200 jobs were lost when Data General closed.
Rochester, New Hampshire lost Algor Shoe in 1990, and with it 175 jobs.
The retail sector has been growing despite the recession. In fact, the outlet stores
in Kittery arc reporting growing sales levels. Even at the height of the recession, the
number of retail and service jobs has been growing in the Kittery Labor Market Area.

2..3

Conclusions
1.

While the region htu not been hit as hard tu most others in New England,
the impacts of the recession and cutbacks at the Naval Yard are e'idenced
in rapidly rising unemployment, increased welfare caseloads, and
significant job losses in the regional economy. The further reductions at
the Naval Yard are likely to add stress to the public assistance system
· and to the overall health of the economy.
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a

2.

The regional economy provides residents of the jour towns with
relatively diverse range of jobs. While the four town KEYS region is
dominated by jobs at the Shipyard, the surrounding communities
provide residents of KEYS with a wide range or jobs in
manufacturing, sales, finance, and other services. This diversity may
cushion some or the impact.

3.

The growing sectors in the regional economy -- retail and tourism - do not
offer the quality of jobs appropriate to the skills and wage scale of the
employees of the Naval Yard. An important part of the adjustment
process will be attr!lcting new firms to the area who see the high skill
level of the residents as a key attraction.

4.

The region is vulnerable given. the high number of good jobs in the region
that are concentrated in only a jew employers. For example, closure of
the Naval Yard would result in the loss of about 14 percent of jobs
held by KEYS residents, and close to SO percent of the manufacturing
jobs in the Kittery LMA are associated with Pratt and Whitney located
in North Berwick.
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Table 1

OCCUPATION OF EMPLOYED RESIDENTS
16 Years+
(1990)
Occupation

Kittery

Eliot

York

South
Berwick

KEYS

Exec/Admin/Mgmt

12.5%

11.7%

14.8%

14.7%

13.6%

Prof. Specialty

14.Z'Io

13.8%

18.1%

14.1%

15.4%

3.9%

3.1%

3.2%

5.0%

3.7%

Sales

13.Z'Io

13.5%

14.4%

11.4%

13.3%

Admin Support/
Clerical

11.5%

16.0%

14.0%

12.6%

13.3%

Priv. Household

0.0%

0.3%

0.6%

0.4%

0.3%

Protect. Services

1.2%

1.5%

1.6%

0.7%

1.3%

12.1%

10.8%

10.6%

11.0%

11.Z'Io

3.3%

1.2%

3.0%

1.5%

2.5%

17.SOA,

15.SO/o

11.9%

12.5%

14.3%

Machine Operators

5.6%

5.2%

2.4%

9.7%

5.3%

Trans./Material Moving

2.4%

5.1%

2.6%

2.8%

3.0%

Handlers/Helpers/
Laborers

2.3%

2.3%

2.7%

3.5%

2.7%

100.0%

100.0%

100.0%

100.0%

100.0%

Tech. and Related

Other Services
Farming/Forestry/
Fishing
Precision Production

TOTAL
SOURCE: U.S. Census. 1990.
OCCUP2.WK1
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Table 2

OCCUPATION OF EMPLOYED RESIDENTS
16 Years+
.{1990)
.
Occupation
Maine
KEYS
York

U.S.

Countv
Exec/Admin/Mgmt

13.6%

11.1%

10.7%

12.3%

Prof. Specialty

15.4%

12.8%

13.8%

14.1%

3.7%

3.7%

3.2%

3.7%

Sales

13.3%

10.9%

10.9%

11.8%

Admin Support/
Clerical

13.3%

13.7%

14.5%

16.3%

Priv. Household

0.3%

0.3%

0.4%

0.5%

Protect. Services

1.3%

1.4%

1.4%

1.7%

11.~/o

11.4%

12.~/o

11.0%

2.5%

1.7%

2.8%

2.5%

14.3%

15.3%

13.4%

11.3%

Machine Operators

5.3%

9.8%

8.0%

6.8%

Trans./Material Moving

3.0%

4.2%

4.4%

4.1%

Handlers/Helpers/
Laborers

2.7%

3.7%

4.3%

3.9%

100.0%

100.0%

100.0%

100.0%

Tech. and Related

Other Services
Farming/Forestry/ ·
Fishing
Precision Production

TOTAL
SOURCE: U.S. Census. 1990.
OCCUP2.WK1
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Table 3

EMPLOYMENT BY INDUSTRY
Employed Residents 16 Years +
(1990)

Kitter

Eliot

South
York Berwick

KEYS

2.9%

1.1%

3.0%

2.5%

2.5%

Mining

0.0%

0.3%

0.1%

0.0%

0.1%

Construction

7.4%

8.2%

9.7%

7.7%

8.4%

Manufacturing

22.6%

23.4%

16.6%

27.2%

21.7%

Transportation

3.0%

5.1%

2.7%

1.5%

3.0%

Communications/
Public Utilities

2.1%

3.0%

2.1%

1.9%

2.2%

Wholesale Trade

3.1%

3.4%

2.3%

3.9%

3.1%

19.2%

18.8%

20.3%

16.2%

18.9%

Finance/Insurance/
Real Estate

5.7%

7.8%

8.1%

7.2%

7.2%

Business and
Repair Services

4.8%

5.2%

2.4%

3.2%

3.8%

Personal Services

2.1%

3.6%

4.8%

2.5%

3.3%

Entertainment/
Recreation

0.7%

0.6%

0.9%

0.5%

0.7%

Health Services

5.8%

3.0%

8.8%

7.3%

6.6%

Educational Services

9.1%

7.1%

8.0%

6.6%

7.9%

Other Professional
Services

6.1%

5.6%

3.9%

7.2%

5.5%

Public Administration

5.5%

3.9%

6.0%

4.5%

5.2%

100.0% 100.0%

100.0%

100.0%

100.0%

Retail Trade

TOTAL
SOURCE: U.S. Census, 1990.
EMPINDUS.WK1
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Table 4

EMPLOYMENT BY INDUSTRY
Employed Residents 16 Years
(1990}

+

KEYS

YorkC

Maine

U.S.

2.5%

1.8%

2.8%

2.69%

Mining

0.1%

0.1%

0.1°.4

0.63%

Construction

8.41%

7.7%

7.3%

6.241%

Manufacturing

21.7%

26.0%

19.7%

17.69-.4

Transportation

3.0%

3.3%

3.41%

41.412%

Communications/
Public Utilities

2.2%

2.0%

2.2%

2.68%

Wholesale Trade

3.1%

3.1%

3.S•k

41.38°.4

18.9%

17.8%

18.41%

16.84%

Finance/Insurance/
Real Estate

7.2%

6.2%

5.6%

6.;o%

Business and
Repair Services

3.8%

3.2%

3.5%

41.82%

Personal Services

3.3%

3.5%

3.2•.4

3.17%

Recreation

0.7%

0.9%

0.9%

1.41%

Health Services

6.6%

7.5%

9.2%

8.37%

Educational Services

7.9%

7.8%

9.41%

8.33%

Other Professional
Services

5.5%

5.4%

6.2%

6.64%

Public Administration

5.2%

3.7%

41.41%

4.79%

100.0%

100.~

100.0%

100.00%

Retail Trade

E~tertainmenV

TOTAL
SOURCE: U.S. Census, 1990.
EMPINDUS.WK1
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Table 5

EMPLOYMENT RESIDENTS BY TYPE
Employed Residents 16 Years +
(1990).

York Cty

Maine

u.s.

64.1%

74.9%

74.9%

77.4%

Local Government

7.1%

7.2%

7.4%

7.1%

State Government

2.4%

2.1%

4.9%

4.7%

Federal Government

14.2%

6.9%

3.3%

3.4%

Self- Employed

11.5%

8.5%

9.2%

7.0o/o

0.6%

0.4%

0.4%

0.4%

100.0%

100.0%

100.0%

100.0%

Employment Type
Private Salary/Wage

Unpaid Family ·Workers

Total

KEYS

SOURCE: U.S. Census, 1990.

EMPTYPE.WK1
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Table 6

EMPLOYMENT RESIDENTS BY TYPE
Employed Residents 16 Years +
{1990)

Employment Type
Private Salary/Wage

Kittery

Eliot

York

South KEYS
Berwick

57.8%

64.6%

66.a%

68.3%

64.1%

Local Government

6.4%

7.0%

7.9%

7.0%

7.1%

State Government

4.7%

1.2%

1.5%

1.7%

2.4%

Federal Government

18.5%

15.4%

10.7%

13.0%

14.2%

Self- Employed

12.4%

10.3%

12.2%

10.0%

11.5%

0.2%

1.6%

0.9%

0.0%

0.6%

100.0%

100.0%

100.0%

Unpaid Family Workers
Total
SOURCE: U.S. Census, 1990.
EMPTYPEWK1
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100.0% 100.0%

AID TO FAMILIES WITH. DEPENDENT CHILDREN
KEYS (1990 & 1992)

Maine

83
53
1.6%

40
114
73
1.2%

2,120
5,910
3,718
3.6%

19,690
55,384
34,880
4.5%

39
125
79
2.3%

61
174
107
1.8%

2,607
7,503
4,676
4.6%

22,925
65,843
41,198
5.4%

487
1,593

3,235
10,459

Eliot

No. of Cases

56

30

No. of Individuals
No. of Children
Individuals as a % of 1989 Pop.

163
106
1.7%

70
203
124
2.2%

York S.Berwick

. ,.· :'.:keys:~~

York Co.

Kittery

,·,_:·r::: ,·/]if:{~_:(·\.· ~i:r:;,::.:.::J;·.:;,::f:'\~::.~::,i:~\)i~:.':::{:;i·:'i·:':;;r;t~.~~

No. of Cases
No. of Individuals
No. of Children
Individuals as a% of 1989 Pop.

9
14
No. of Cases
42
40
No. of Individuals
SOURCE: Maine Department of Human Services and towns.

KEYSGA.WK1

21
60

18
62

62
204

GENERAL ASSISTANCE
KEYS (1990-92)

Kltte

Eliot

York

S.Berwick ;~.': . ::;}:i.::i.:'KEY~::i\1

York Co.

Maine
Avg. Monthly

(FY 90)

(FY 90)
8,487

January 1990

GENEML ASSISTANCE
No. of Cases
No. of Individuals
Individuals as a% of 1989 Pop.

31

eo
0.9%

n/a
n/a
n/a

1,383
1,844
1.1%

28
67
0.7%
January 1991

No. of Cases
No. of Individuals
Individuals as a % of 1989 Pop.

55
138
1.5%

20
65
1.2%

39
78
0.8%

17 "•:>:;~.·:o:•.o.:•>O,.·.

i{;:::::,:;:::·:~:::.:;~::':,·:i::;@

53
0.9%

14,078
1.1%

(FY 91)

(FY 91)

n/a
n/a
n/a

8,364
16,612
1.4%

n/a
n/a
n/a

n/a
n/a
n/a

January 1992

No. of Cases
No. of Individuals
Individuals as a% of 1989 Po •

54
132
1.4%

SOURCE: Maine Department of Human Services.
KEYSGA.WK1

18
59
1.1%

31
67
0.7%

Table 9

ECONOMIC STRUCTURE OF KEYS REGION

1990
Biddeford Portsmouth
LMA (NH Portion)

TOTAL

Kittery
LMA

Sanford
LMA

16.33%

32.66%

22.45%

19.32%

20.30~

c onstruction

3.01%

4.34%

4.68%

3.47%

3.64~

TPU

1.51%

1.85%

2.23%

3.08%

2.59o/c

F IRE

1.51%

2.49%

5.06%

7.89%,

5.95°

21.14%

20.39%

23.65%

22.62%

22.35°

0.69%

1.48%

2.78%

3.20%

2.57°

13.56%

21.13%

28.80%

22.58%

21.86°

Hotels

4.20%

0.74%

2.09%

1.11%

1.76°

Personal

0.37%

0.83%

1.16%

1.11%

0.97°

Business

1.10%

1.57%

1.72%

3.91%

2.91°

Health

3.14%

8.95%

8.95%

7.16%

6.87°

42.24%

15.77%

10.34%

17.84%

20.76°

.
Manufacturing

Retail Trade

wholesafe Trade

s ervices

G overnment

SOURCE: 1992, Maine & New Hampshire Departments of Labor
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Table 10

YORK COUNTY MANUFACTURING EMPLOYMENT

1980

1985

1989

(20-99)

0

0

1,935

1,728

1,237

Apparel

355

(250-499)

357

Lumber & Wood Products

411

428

438

(250-499)

(250-499)

(250-499)

Paper Products

169

235

(20-99)

Printing and Publishing

333

748

788

2,176

2,011

1,119

0

0

(100-249)

Leather and Footwear

2,219

(500-999)

1,117

Stone. Glass. and Clay

380

115

238

2,046

1,449

1,353

426

642

411

Electronic Equipment

2,256

2,158

2.614

Transportation Equip.

150

(1,000-2,499)

Food and· Kindred Products
Textile Mill Products

Furniture

Rubber and Plastics
Chemical Products

Fabricated Metals
Machinery, except electric

100=249

Instruments
Total

13,624

13,420

(2,500-4,999) .
250--499.
13,326

Source: U.S. County Business Patterns
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Recent Economic Performance

Kittery LMA

Maine

INDUSTRY
9/90

9/91

9/90

9/91

Kittery
1990-1991
1990-1991
%change
# chanae

Maine
1990-1991
1990-1991
#change
%change

..

4,040

4,148

102,700

97,200

108

2.7%

(5,500)

-5.4%

790

630

30,370

24,100

(160)

-20.3%

(6,270)

-20.6%

Retail

6,030

6,218

110,450

107,400

188

3.1%

(3,050)

-2.8%

Services

3,910

4,912

132.480

128,000

1,002

25.6%

(4,480)

-3.4%

10,260

9,123

97,220

77,300

(1,137)

-11.1%

(19,920)

-20.5%

8,210

7,293

18,560

18,000

(917)

-11.2%

(560)

-3.0%

25,990

24,792

546,090

522,800

(1 1 198)

-4.6%

(23,290)

-4.3%

Manufacturing
Construction

Government
Federal

TOTAL

SOUIRCE: 1992, Maine DeiPartment of Labor
KEYS91JNK1

Chapter3
Defense Sector of the Regional Economy

· While there are other communities throughout the U.S. that are likely to see a
substantial decline in employment due to cutbacks in the U.S. defense sector, there are few
communities and only several other states as vulnerable as the four KEYS towns and the state
of Maine. As noted earlier, the towns of the KEYS region arc highly dependent on
direct U.S. government employment, primarily at the Naval Yard. However, the
dependence on U.S. defense spending over the past decade went we11 beyond the direct
employment at the Naval Yard and includes:
I.

direct and indirect employment related to the Naval Yard -- local vendors
and jobs tied to income of residents employed at the Yard;

2.

direct ond indirect jobs losses related to the closing of Pease Air Force
Base; and

3.

jobs at other defense controctors ond subcontractors in York County and
New Hompshire.

The fo11owing section looks at each area of defense-dependency in detail.

3.1

The Role of the Portsmouth Naval Shipyard in the Regional Economy

The Portsmouth Naval Shipyard (PNSY). occupying 278 acres of land on Seavey
Island in the Portsmouth Harbor, has been part of the southern Maine economy for
almost two centuries. It is one of the oldest naval yards in the country and has played
an historic role in the shipbuilding and submarine industries. Over its long history in
the region, the shipyard has grown and contracted many times. At its peak during WW!I
there were about .24,500 people working or affiliated with the Yard. The Yard has also
faced total closure in the past. In 1964, the Yard was designated for closure by the
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Navy. However, through the active involvement of employees and local residents, the
Save our Shipyard organization was formed and successfully fought the closure. The
order was rescinded by President Nixon in 1971.
With changing U.S. defense needs and a very competitive environment amongst
government and private entities involved in shipbuilding and repair, the future of the
Shipyard is again questionable. What happens to the Shipyard over the next decade is
the most critical economic issue facing the towns in the Seacoast region of Maine and
New Hampshire. At present, the Shipyard is an economic power house in the local
economy. Its closure would create a crisis from which it would be difficult to recover.
3.1.1

Current Facilities and Services

The Portsmouth Naval Yard performs a variety of functions for the U.S. Navy
including repair and maintenance of submarines, research and development, and a
federal supply source for other Naval installations. While it is best known for its
submarine work, it is also engaged in planning and design (about 25 percent of the
workforce is comprised of engineers and engineering technicians). Additionally, it
procures a wide variety of submarine supplies for other naval yards. The stock and
distribution operation has been in existence for several decades.
At present, the Naval Yard provides services t~ the Navy's "688 Los Angeles" class
nuclear submarines, as well as servicing prior classes of subs, including the 594-, 637-,
and 688-classcs. The Portsmouth Yard is presently the only nuclear submarine refueling
and overhauling facility operated on the East Coast by the U.S. government. While it no
longer makes submarines, it docs manufacture, repair, and test large and small
components for submarines.
To perform its services, the Naval Yard has extensive facilities. PNSY has the
capacity to work on six submarines at a time. It can work on any sub built prior to and
including the 688-class. Housed on the base arc about 200 buildings, including
laboratories, machine shops, dry docks, warehouses, offices, housing, five restaurants, a
post office, a daycarc center, a health clinic, and a former federal prison. About one·
fourth of the island is used for high-security work for the U.S. Navy.
Despite being one of the oldest naval yards in the country, PNSY is in cxcclh:nt
condition. The Navy has invested money and made substantial improvements to the
Shipyard in the last two decades. In the last ten years, approximately SJOO million has
been invested in various projects including a new engineering facility, a totally enclosed
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and climate-controlled dry-dock for ship repairs, and a new stiff leg derrick capable of
heavy lifting needed in performing refuelings. PNSY is considered to be the most
modern facility for performing repairs and refuelings of the 688-class submarines.
The Yard boasts state-of-the-art facilities in modern design and manufacturing.
Its advanced maoflufacturing facilities are equipped with computer-aided design,
manufacturing and engineering (CAD/CAM/CAE). Other facilities available are an
optical equipment repair facility, a transducer repair facility, an antenna repair facility,
a calibration laboratory, combat systems services, and fire control equipment repair.
Among its heavy industrial equipment are machines that can bend very thick steel for
metal fabrications. The Yard is also extensively outfitted for doing all kinds of
sophisticated installation work.
3.1.2

Current and Planned Workload

The Navy counts both attack submarines and missile launching submarines within
its fleet. The Polaris, Poseidon, and, most recently, the Trident are the Navy's missile
launching subs. The attack subs still in operation today include the 594-class; the 637class; and the 688-class (or Los Angeles) submarine, considered the most modern attack
submarine today. Construction of the 688 submarine ·began during the 1970s. Sixty-two
ships in this class are supposed to be built. To date, about SO have been built. The
remaining 12 will be built during the next decade by Electric Boat and Newport News.
The Seawolf, the newest class of attack submarine to be built, appears to be a victim of
the changing defense environment. Only one Seawolf has been built, and the second,
while ordered, may be the last to be built.
The workload at PNSY is currently driven by the maintenance and overhauling
requirements that occur in the lifetime of the 688-class submarines. The lifespan of the
688-class sub is expected to be about 30 years. During its lifetime, it is expected that a
688 sub will come into port about four times for major overhauling and refueling. In
the first 7.S years of its life, the sub typically spends one year in port for technological
modernization. Then at IS years, it comes in for a major overhaul and refueling, which
requires approximately two years in the shipyard. Another one-year modernization job
occurs at about 22.5 years of its life span. Finally, at 30 years, the sub will spend a
little Jess than a year in port for deecommissioning. In addition, subs undergo twomonth checkups every couple of years. In all then, a typical 688·class sub spends about
five out of 30 years !n port for various maintenance and modernization.
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Besides planning and design, the bulk of PNSY's submarine work has been in the
maintenance, refueling, and modernization end of repairs. Deactivation is typically
carried out in shipyards on the West Coast. Of the remaining maintenance and repair
work required by class-688 subs, modernization is the most demanding and largest of the
three areas of sub work carried out at the Portsmouth Naval Shipyard.
The sub building boom of the '50s to '70s is expected to produce maintenance and
modernization work for yards like the PNSY through the turn of the century. During
the next few years, PNSY's workload appears to be fairly steady. It begins its first
refueling of a 688-class sub in October of 1992. In 1993, it has one depot modernization
plan (DMP) scheduled. In 1994, it has both another refueling plus a conversion project
of the USS Memphis into a research and development ship for the Navy. No new starts
are yet planned for 1995, but the business office at the Portsmouth Yard anticipates a
steady flow of refueling projects from 1996 through the year 2,000.
However, the future work stream at PNSY is no longer guaranteed. The Yard has
recently begun feeling the pinch from competition by the private builders. These
private yards are starting to compete for maintenance work on the 688-class submarines.
Companies like Electric Boat, which is struggling to make up for losses in the
construction of the Seawolf submarine, are beginning to compete with PNSY for the
regular two-month maintenance jobs that most subs frequently require. Historically,
two-month maintenance jobs comprised from 10-25 percent of the PNSY's annual
business. In the past, PNSY used to enjoy a 95 percent success rate in bidding for these
maintenance jobs. In just the last year, PNSY reports losing four out of five
maintenance bids to private yards.
3.1.3

The Imoacts on the Local Economy
Direct Emplovment of KEYS Residents

The Portsmouth Na,•al Shipyard is the second largest employer in the state of Maine
after Bath Iron Works, and is by far the largest employer for the residents of the KEYS
communities. Currently, the Yard employs about 6,400 persons, mostly civilians.
Employment at the Naval Yard has expanded and contracted over the decades to respond
to national defense needs. Employment reached a high during WWII with 24,050
employees. During the 1980s, average employment peaked at 8,875 in 1983 and has been
steadily declining since 1989 (sec Charts !4, 15, and 16).
Employment for residents of the KEYS towns is heavily dependent upon the
Naval Yard. According to average annual data provided by the Shipyard, 1,687 of the
Yard's 7,505 employees (or 22.5 percent) lived in one of the KEYS towns during !991.
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Likewise, the annual payroll in 1991 of these 1,687 workers was $56.2 million. While
dependency of towns in the Kittery LMA on employment at the Yard has declined from
a high of about 43 percent of total jobs in 1984 to 29 percent in 1992, it still presents a
substantial threat should the Naval Yard close in the near future. No other single
employer in the area accounts for a similar share of all jobs.
Vendors to the Shioyard
Although PNSY purchases millions of dollars annually in supplies and services
for the submarines and facilities on the island, only a small portion of those contracts go
to private firms located in KEYS towns. The same may be said for the rest of York
County and the metro Portsmouth area. Most of the large contracts go to firms outside
the immediate area surrounding the Yard. The period examined was from June l, 1991
to May 31, 1992. All contracts for the two largest purchasing divisions of the Yard were
included in the analysis: Code 530, which purchases supplies for the submarines, and
Code 495, which purchases supplies and services for the Yard's facilities.
During this period, firms located in the seacoast region won slightly more than 6
percent (or $5,964,958) of all contracts ($97.6 million) awarded by the Navy Yard.
Altogether, only one percent (or $981,085) went to firms located in southern Maine
(south of Portland). Of total PNSY contracts, only 0.6 percent (or $544,810) went to
firms located in the four KEYS towns. Firms located in the Portsmouth, Newington,
Dover, and Rochester area, received $4,983,873 (or 5.1 percent) in contracts with the
Navy Yard. The remaining S91.6 million (or 94%) went to firms located outside the
seacoast region. The reader should note that these figures do not capture all of the
purchasing business generated by the Navy Yard. They exclude any sub-contracting to
local firms by outside vendors. As well, some of the local prime contractors may subcontact portions of their contracts to firms outside the area. (See Table 12.)
Indirect Jmoacts on Retailers Dependent on Workers' and Residents' Incomes
Local retail and service firms in KEYS towns depend in part upon the business
generated by both the civilian and military personnel employed by PNSY and residing in
the area. We mentioned above that in calendar year J99J, KEYS residents employed at
PNSY collected $56.2 million in wages and salaries. The town with the largest share of
employees and wages was Kittery/Kittery Point, which accounted for 642 employees (or
38 percent of !,687) and $20.2 miJJion in salaries and wages (or 36 percent). Section 4.2
analyzes the impacts that these wages and salaries are likely to have on the local
economy (see Charts 17 and 18).
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Mt. Auburn Associates surveyed 60 retail establishments in the KEYS
communities to learn about their dependence on business generated by the Shipyard.
Only one-third of the respondents indicated they were not at all adversely impacted by
last year's workforce reduction, nor did they expect to be impacted by this year's staff
cuts. Nearly 10 percent said that this year's cuts would hurt them a lot.
In addition, the Yard also pays salaries to a number of miHtary personnel housed
both on the island as well as in Kittery. In 1991, these military personnel earned $18
million in wages and salaries. Although many of these personnel will spend their income
on the base, for example in the commissary, they will probably spend a portion of their
disposable income in other KEYS towns.
Fiscal and Service Impacts
The economic activity of the Yard generates a number of sources of revenue for
local towns and for the state of Maine. The state of Maine collects approximately S9.9
million in state income taxes from salaries paid to all PNSY civilian workers regardless
of the state in which they live. If earnings arc estimated from indirect and induced jobs
linked to the Naval Yard, then that total state income tax volume rises to the $14.1
million level (sec Appendix D). These figures represent high-end estimates because they
make conservative assumptions about filing status and deductions, and because the $14.1
million assumes all jobs associated with the Yard arc located in Maine where income
taxes arc paid to the state of Maine. In any event, any significant reduction in revenues
of this magnitude could seriously affect the state's budget.
Another source of revenue that might be affected is local property taxes. Since a
large number of the PNSY employees live in KEYS towns, we estimate that the towns
collect approxim~tcly $2.4 million in property taxes associated with these PNSY
employees. If there were further substantial reductions at the Naval Yard, a
considerable portion of this important tax base might become at risk. Because property
taxes represent nearly 80 percent of each KEYS community's total budget, endangering
this tax base presents a serious threat to fiscal stability.
The operations at the Yard scneratc other fiscal impacts for the town of Kittery
especially. The Yard pays the town for sewage and water, and provides added fire
service in kind to the town. During the last five quarters (through March 31, 1992). the
Naval Yard was billed about $56,000 on average for sewage disposal. During !991. the
Yard paid a total sewage bill of $223,677 based on a portion of the fixed and operating
costs of operating and maintaining the town's sewage treatment plant. In essence, the
Naval Yard helps to lower rates for all other users (including a portion of users in Eliot)
because it is such a large consumer.

4.5

The Portsmouth Naval Yard has the same cost reduction effect per unit on water
.consumption for users in the Kittery Water District, which covers portions of Eliot and
York in addition to Kittery. PNSY used about 749 million gallons of water in calendar
year 1991 and was billed S l.l million. PNSY is estimated to consume a bout 65-70
percent of the total flow in the water district.
Finally, the Yard cultivates a good neighbor relationship with Kittery by
providing free backup fire protection to area residents. The Yard maintains a
substantial fire protection crew to service the island and a couple hundred units owned
by the Navy located in Kittery. In addition, the Navy contributes to the local
community in other ways, including the Mutual Aid program, providing scholarships to
local school children, and operating the Christmas Caravan, which delivers toys to
underprivileged children in the area.
Impact on Housing Market
The Shipyard has a significant impact on the housing market in local towns.
Aside from 200 Department of Defense-owned housing units for military employees
located in Kittery, civilian employees of PNSY make up a large portion of all housing
units in KEYS towns. Because employees make up 22.5 percent of the employed labor
force in KEYS, we estimate that approximately 15-20 percent of all housing units in
these towns are occupied by PNSY employees (the adjustment downward is made to
account for households headed by unemployed persons, persons outside the labor force,
and seasonal housing). The closure of the base, or significant layoffs would· greatly
exacerbate the present decline in the value of the local housing market.
Impact on the Skill Base
While information on the occupations of KEYS residents employed at the Naval
Yard is not availa.ble, information is available for all PNSY employees. The
occupational mix includes 38.8 percent white collar (including engineering, scientific,
technicians, clerical, and managerial) and 61.2 percent blue collar trades (welders,
machinists, electricians, etc.). The workforce is tremendously well-trained given the high
level of sophistication required by advanced nuclear industrial processes.
Over the years. the Shipyard bas played an important role in the economy of
providing intensive training to non-college bound youth. The Yard's training and
apprenticeship program worked with over 100 individuals every year in engineering, the
trades, and environmental monitoring and controls. The apprenticeship program runs a

46

four-year program in 20 different trades. The net result has been to build the human
capital base in the region. Workers trained at the Naval Yard ar:e able to go on to other
activities with a very high skill level. In some cases, workers have gone on to develop
their own businesses, such as electricians, or have gone to other area firms, already with
a great deal of training.
3.1.4

Impacts of Recent Layoffs

Local towns have recently had a taste of the impacts of reductions at the Naval
Yard. In the last two years, 980 PNSY employees have been laid off. In 1991, 380
received severance notices and another 600 received pink slips this May. The first group
in 1991 were employees with less seniority than those laid off in 1992. The average
length of employment among the 1991 group was less than three years, whereas a sample
survey done by Mt. Auburn Associates on the 1992 group found that the average length
of employment was slightly more than seven years. A significant portion of this group
occupied engineering and highly-skilled production jobs, whereas many of the workers
laid off last year occupied more entry level occupations.
While a more detailed analysis of the economic and fiscal impacts from these
staff reductions (and of the methodology used) is presented in section 4.2, we estimate
that KEYS towns took a substantial hit for their share of lost jobs and wages. We
estimate that 220 of the 980 lost jobs at PNSY were jobs held by KEYS residents. In
annual payroll, KEYS towns lost approximately $7.3 million in 1991 dollars. The full
effects of these reductions in terms of indirect job losses in retail, out-migration,
unemployment, income Joss, and declining tax revenues remains to be seen. However, we
can expect the length of unemployment and its ensuing costs to be greater because the
overwhelming majority of civilian employees wish to remain in the area and face
difficult chances for re-employment within similar industries and occupations.
Based on records kept by the Worker Assistance Center in Kittery, approximately
138 (or 36 percent) of the 380 workers laid off in 1991 had either found work, relocated,
or left the workforce. Of the remaining 242, about !47 (or nearly 61 percent) have or
still arc actively using the Center's services. Out of that 147, 62 were using the Center
only for job placement (42 percent), and the other 85 (58 percent) were using job
training services provided through the Center. Of SS people who have completed
training or placement, 41 (75 percent) were placed in jobs by February 1992, nearly one
year later. Of all active (147) users of the Center, that 41 represents nearly 28 percent.
On average, re-employed workers experienced a loss in hourly wage.
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3.1.5

Strengths and Weaknesses Relative to the Competition

With current and future defense cutbacks anticipated, the basic dilemma facing
people who make and repair submarines is how to adjust to meeting new and reduced
defense spending priorities. An overcapacity of shipyards exists today given the changes
and reductions i~ the size of the Navy's fleet. As the workload for new ships and
submarines changes, the competition among shipyards is heating up. The world of
submarines is split up in several ways: by geography (Atlantic versus Pacific), by type
of service (shipbuilding versus repair), and by ownership (public versus private). The
future of the Portsmouth Naval Shipyard depends in part upon federal defense priorities
and on its ability to exploit its competitive strengths over those of its competitors.
At present, the Navy operates a total of six shipyards equipped for handling
nuclear powered ships. The largest of these are Norfolk in Portsmouth, Virginia;
Bremerton, Washington; and Charleston, South Carolina. Each of these yards is capable
of handling ships as large as aircraft carriers. The Navy operates two yards on each
coast that are devoted to servicing submarines a• Mare Island in Valleho, California, and
the Portsmouth Naval Shipyard. The sixth shipyard is Pearl Harbor, which is
strategically located in the far Pacific. All six yards are capable of submarine repairs.
In addition to these six naval yards, there are two private shipyards -- Electric
Boat in Groton, Connecticut and Newport News Shipbuilding in Newport News,
Virginia. These two companies build ships for the Navy, including the 688-class
submarine, which is the mainstay of PNSY's current repair workload. The private
companies, like Electric Boat in Groton, Connecticut, have large cash reserves capable of
sustaining them in times of transition. Electric Boat employs nearly 22,000 and Newport
News employs about 25,000, which raises the political stakes should the federal
government have to make choices of places to cut back shipbuilding and repair capacity.
PNSY is facing its greatest competition right now from Electric Boat, which is
building b.oth the 688-class and the next class of nuclear subs, the Sea wolf._ Because
construction of new subs has slowed, Electric Boat has seen its workload significantly
decline. It is now trying to capture more of the maintenance work that is currently
going to PNSY. Electric Boat recently appeared before Congress making the case for
assigning it more repair work. With the overall reduction in work, there is surplus
capacity that will affect either the naval yards, the private companies like Electric Boat,
or both.
Should the Navy decide to maintain just one public yard on the East Coast for
submarine repair, another potential competitor is Charleston, South Carolina. Charleston
also repairs submarines and is about the same size as PNSY. But according to
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knowledgeable sources, facilities lag behind those of PNSY, productivity is down, and it
has no experience working on 688-class submarines. It works exclusively on 630-class
and older subs. However, Charleston is designated home port, which helps guarantee a
certain amount of repair work for the fleet based there.
· In facing a very competitive environment, the Portsmouth Naval Yard has some
clear competitive strengths:

+ the PNSY is a highly-specialized submarine yard. It is considered to be
the best at repairing class-688 subs. Evidence of this claim exists in the
record PNSY holds for the lowest cost and shortest duration for a depot
modernization job on the SSN-706 in 1991. Typically, this job requires
12 months, but PNSY completed the work in just nine months. This
figure was compared against similar jobs done at other yards in the
country;

+ PNSY is specially equipped for handling maintenance work. It is costly
to switch from constructing subs to repairing them. While a yard that is
equipped and staffed to build subs can make the transition to doing
maintenance work, making that transition is costly. One engineer we
spoke to said that overhaul work is more complicated than construction
and requires a totally different mix of trades. For example, to build a
sub requires nearly ten times as many metal workers as it takes to
overhaul. Overhauling involves more internal work, and refueling takes
special equipment;

+ PNSY's facilities arc modern and in good repair. In the past Jive years,
the Navy has made significant investments in the modernization of the
facilities including new dry dock and derrick;

+

the Naval ·Yard has a greater impact on a relatively rural community
where it is by far the largest employer, than in the more urban
environments of its competitors.

On the other hand, there are some competitive disadvantages that may work
against the Naval Yard. These include:

+

the Naval Yard is not diversified enough. The other yards arc able to
handle submarines and other types of ships;
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+ the U.S. has to maintain the submarine building capacity, even during a
period when no new subs are coming on-line. This could give strength
to the argument to shift repair work to builders.

3.1.6

The Future
U.S. Military Spending

PNSY's future is integrally tied to realignments in world security and growing
pressure to reduce the federal deficit. Spending for national defense is undergoing
major reorientation and reduction. Since the Reagan defense buildup peaked in 1986,
spending plans have already declined 35 percent according to the Defense Budget Project
in Washington. Defense budgets are expected to decline another IS percent in real terms
between FY92 and FY97 based on the administration's revised spending plan. Already
the FY93 request for $281 billion is down in real terms by 4.5 percent from the proposed
FY92 budget.
The cuts being made represent a shift in strategic defense planning. Strategies
have changed in the areas of R&D, procurement, and base forces. Last year (FY92), the
focus was on cutting back current-generation procurement programs and on reducing
active military personnel from 2.07 million in FY90 to 1.6 million in FY97. This year
(FY93), the emphasis is on terminating next-generation procurement programs, such as
the Seawolf (SSN-21) attack submarine built by Electric Boat.
Current plans for the Navy show reductions in active duty military personnel
from 583,000 in 1990 to 501,000 (J4 percent) by 1997. Navy research and development is
expected to decline in current dollars from $9.5 billion in FY90 to $8.5 billion in FY93
(or a 10.5 percent reduction). R&D will continue to receive emphasis as a component of
the new acquisition strategy to ensure U.S. technological advantage. So too, modification
and upgrading of existing weapon systems will likely be a priority in leaner budget
times.
The reductions in procurement of existing-generation and cancellation of next·
generation obviously reduces the overall size of the Naval fleet. This reduction affects
PNSY in two ways: first, there arc fewer numbers of ships needing repair; and,
secondly, there are more yards competing for maintenance work with PNSY (such as
Electric Boat). There is one ncxtsgeneution submarine on the drawing board. the
Centurion, which if it goes into production might generate work for PNSY in the distant
future. However. it is likely to be a small class of submarine in number and size,
designed to need less maintenance.

so

The Base Closure Process
The procedure for selecting and finalizing base closures is different today than it
was two decades ago· when closure decisions tended to be highly politicized and often
arbitrary. The new process is designed to ensure a timely, independent, and fair
outcome. Current selection criteria weigh the military value of the installation, the costs
versus savings of closing or realigning the installation, and the impacts on local
communities and the environment.
That process begins with the Secretary of Defense, who submits a list of proposed
base closures and realignments to the Defense Base Closure and Realignment
Commission, an eight member independent body appointed by the President. The
Commission reviews that list to see that it conforms with the force-structure plan and
selection criteria developed by the Department of Defense and Congress. The forcestructure plan is developed before the base closure and realignment process begins, and
it describes the national security needs for a six year period. The Commission may
recommend changes to the closure and realignment list when they find it deviates
substantially from the force-structure plan.
When the Commission has finalized the list, it forwards it to the President who
must sign or veto the list, but cannot alter it. Finally, Congress must accept or reject the
list after presidential approval. Only the Commission may revise the list if the President
disapproves of it in whole or in part. The first list was released in 1991. The process is
scheduled to repeat again in 1993 and 1995. Unless the statutes are changed, the process
and criteria for choosing bases to close should remain the same.
If there is a decision to close the PNSY, it will probably come some time in the
next one to three years. Once the closure decision is made, the quickest the Yard could
be shut down would probably be five years between the time of the decision and final
sale and conveyance. Existing orders would have to be filled and future planned work
reassigned to other .yards. An economic and environmental impact assessment would
have to be done, along with local community organizing and planning for reuse and
redevelopment.
Seenafips for the future
Accordins to most knowledgeable sources, the future or the Portsmouth Naval
Shipyard could take one of several paths. The optimistic scenario is the Yard remains
open indefinitely employing the same number it presently employs, 6,400. Another

51

scenario is that it remains open indefinitely but is forced to make further reductions in
size, operating more in the 5,000 employee range. A third scenario is that the Naval
Yard is closed within the next five to 10 years and' redeveloped for new uses.
In order for the Yard to continue operating at the 6,400 or greater employee level
would require a commitment from the Pentagon to maintain and use the facility to its
potential. Whether those uses would be entirely public, or perhaps a combination of
public and private contracts, would be an important factor in determining employment
levels. Any steps to allow private activities to occur on the Yard, would require
legislative approval.
· Sources familiar with PNSY operations say that operations are most likely to
stabilize at about the 5,000 employee level. However, this figure depends upon what
aspects of current operation remain in tact. Certain research and industrial activities
could continue at the Yard under a skeletal management structure, while other
management and support functions might not. For example, it is possible that the Navy
might decide to consolidate purchasing or payroll operations of several different
installations. If these functions are carried on elsewhere, then the workforce at PNSY
could drop su bstan t iaJI y. However, maintaining and operating the industrial
infrastructure would require a critical mass of workers. These structural changes would
not only affect total employment, but occupational mix. Overall reduction might affect
all occupations proportionately, or might occur within certain occupations if certain
management divisions such as payroll are relocated.
Conclusion
The fate of the KEYS communities and the state of Maine is integrally tied to
the future of the Portsmouth Naval Shipyard given its important fiscal, economic, and
service impacts on the region. For generations, the liveHhood of many businesses and
residents has depended upon the jobs and economic activity generated by the Shipyard's
presence in these communities. Although it does not pay taxes directly, the Shipyard's
employees help pay .a significant share of the state's income tax base and the towns'
property tax base. As the largest industrial operation in the area, the Shipyard is the
most important consumer of water and sewer services. All of these factors indicate the
serious impact that further reductions, or the closing of the Yard, would have on the
region's towns and on the state.
It is very difficult to assess the future of the Portsmouth Naval Shipyard at this
time. There arc knowledgeable people who express both optimism and skepticism that
the Yard wiiJ remain open into the 21st Century. The changes underway in the world

52
Mt. Au bum Auodatu

and in national policy make predictions guesses at best. If the Yard remains open, it
will come bcca usc of strategic requirements combined with top notch performance by
the Yard's staff and equipment. If the Yard closes, new opportunities and challenges
face the former employees and residents of KEYS. There arc successful base
redevelopment efforts to examine, such as that of Boston's Charlestown Naval Shipyard,
which now includes advanced medical laboratories, government offices, and private
housing.

3.2

Economic Impacts Related to the Closing of Pease Air Force Base

Pease Air Force Base, located between Newington and Portsmouth, New
Hampshire and just a very short distance from the four KEYS towns, was a stable U.S.
Air Force facility for 35 years. The Base was constructed to host two bomb wings and
to support the Strategic Air Command mission of nuclear deterrence. The Base had 3.8
million square feet in facility space and the longest runway in the Northeast.
In 1988, much of the Seacoast region was taken by surprise when Pease was
placed on the U.S. Department of Defense base closure list. After a number of years of
planning and impact studies, the Base was officially closed in March of 1991.
The towns in the KEYS communities were not included in much of the planning
work associated with both the closure and the plans for the Base's future. However, like
many of the towns in New Hampshire, the KEYS towns were very concerned about the
impact that the Pease closing would have on local economic conditions, and arc now
very interested in how plans for the reuse of Pease will affect the economic well-being
of their residents.
3.2.1

Role of Pease in the Regional Economv

At full operation, Pease Air Force Base employed over 4,500 military and civilian
workers and had a base-related population of about 10,700. Moreover, the annual
payroll of the base was estimated to be about SJJO million. Given these numbers, it is
not surprising that the announcement of its closing led to concerns in the local economy.
However, it is important to note that Pease Air Force Base played a very
different role in the local economy than docs the Portsmouth Naval Yard for a number
of reasons:

+

most of the employees associated with the Base were military personnel,
not civilian;
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+ a large number of the civilian jobs on the Base were held by spouses of
military personnel. Of the 1,256 civilian jobs associated with the Base,
about 500 were held by spouses of military personnel;

+ a large number of personnel Jived on base;
+ the civilian workforce at Pease was not highly skilled or paid. Eighty
percent of the civilian workforce earned less than $30,000;

+ a large proportion of the personal consumption expenditures of the
military personnel was spent on base.
Given these differences, one can not compare the impact that the Pease closing
had on the Seacoast region with the depth and breadth of the impacts that layoffs at the
Naval Yard have had, and could potentially have'on the region.
3.2.2

Proiected Regional Economic Impacts

Prior to its closing, the Air Force provided estimates on the impact ~hat Pease had
on the local economy. According to its estimates, Pease accounted directly for about
$107 million a year in the local economy. Using a national multiplier, the Air Force
estimated that the Base stimulated about $341 million worth of economic activity each
year. RKG Associates, a Durham-based consulting firm working for the Pease
Development Authority (PDA), undertook its own estimate of impacts. According to
RKG, the Air Force figures were overblown. Since the Air Force did not spend much
money locally, the multiplier impact was much lower than estimated. According to
RKG, the total impact of Pease on the local economy was about SIOO million a year.
. While the impact of the Pease closing was mitigated by a number of factors, those
examining the impacts did identify far-reaching and extensive negative economic effects
of the closing. These impacts included:
1.

A large number of civilians lost their jobs. There was a total of 1.088
civilian jobs associated with the Base.

2.

In addition to the housing owned and rented by civilians working at the
Base, a number of the military personnelliYed off-base. An impact study
by RKG estimated that about $7.6 million was spent on allowance for
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quarters ·- primarily for rentals. It was estimated that about 252
owners and 707 renters would move upon Base closure -- representing
about 1.1 percent of the MSA housing inventory.
3.

Local businesses were affecred by rhe loss in direcl spending by rhe Base.
Local spending by Pease in the regional economy amounted to $35.2
million in FY 1989. RKG estimated that employment associated with
that local spending using RIMS model totaled 432 employees. The loss
of these 432 jobs was estimated to increase the unemployment rate in
the three counties by .2 percent.

4.

Many local businesses were affecred by lhe reducrion in consumer
expendirures in rhe local economy due 10 rhe mo1•emen1 of a large number
of mililary personnel and rhe loss of payroll of the civilian employees. A
portion of the payroll of the military personnel and the civilian
employees was spent in the local economy. RKG estimated that about
S68 million in local consumption would be lost. This translated into
an additional 1,267 jobs.

RKG's study on impacts summarized the worst case scenario as being: total
annual output in all of the regional industries can be expected to decline by nearly $102
million. Associated with the decline in output is a loss of over S57.6 million in regional
earnings. Job losses total 2,787, which broken down includes 432 jobs lost due to the
reduction in Base spending in the local economy, 1,088 direct civilian jobs at the Base,
and 1,267 jobs that arc sustained by the off-base personal consumption expenditure
supported by the Base payroll.
However, RKG also noted a number of mitigating factors that were likely to
reduce the magnitude of the impacts. These mitigating factors included the fact that a
nu~bcr of the jobs being lost were currently held by military personnel working parttime or by their spouses. A second mitigating factor was that the closing of the Base
exchange would lead to a redirection of some consumption into the local economy.
Given these mitigated factors, RKG estimated the net employment impact to be 1,307
jobs, which would lead to an increase in the local unemployment rate of about .6
percent.
Since the actual closing, a number of observers in the region seem to agree that
the impact on housing has been the most visible impact of the closure. The overall
decline in the real estate market in New England coincided with the closing of Pease.
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While the higher than normal vacancy rates in the region and the declining value of real
estate can not all be attributed to the Pease closing, there is general agreement that the
closing exacerbated an already volatile market. According. to local realtors:

+ property values in the region declined by between 30 percent and

SO

percent in those communities with large numbers of Pease-related
resident~. According to current MLS statistics, the average price has
dropped from about $200,000 in 1988 to about SISO,OOO today;

+

sales declined by about 75 percent since the closing;

+ HUD buyouts helped prevent further decline in the real estate market
in the region.
Other than housing, the only other impact that most people point to has been the
foreclosure of the Newington Mall and the general retail environment surrounding the
Base. The Newington Mall, which opened in the late l970s, has seen a steady outmigration of retailers since the closing. However, much of this has been due to
competition with the Fox Run Mall and the general economic environment. Again, it is
difficult to separate out the impacts related to the recession from those that are
specifically due to the Pease closing.
While it is clear that the closing came at a difficult time in the regional economy,
and resulted in job and income losses to area residents, there seems to be consensus
amongst those interviewed that the closing did not have anywhere ncar the impact
anticipated.
3.2.3

lmoacts on the Towns of Kittery. Eliot. York. and South Berwick

Clearly, most of the economic impact associated with the closing of Pease hit the
surrounding towns of Dover, Rochester, Portsmouth, and Newmarket hardest. These
towns had the largest contingents of off -base personnel and their families. Of active
duty personnel Hv.ins off-base about 24 percent lived in Dover, 20 percent in
Portsmouth, nine percent in Rochester. These communities experienced loss of a large
number of residents -- with related impacts on school enrollment and town revenues. As
just one example, Portsmouth had to adjust its school system to the loss of over 20
percent of its students.
Fiscally. those communities in close proximity to the Base were also most at risk.
Not only were they likely to see the largest out-migration and the greatest vacancy rates,
but they also experienced other impacts. For example. Newington had relied upon Pease
Air Force personnel for a large portion of its volunteer fire department.

S6

This is not to say that there was no impact on KEYS communities. About four
percent of the military personnel lived in the Bcrwicks and four percent in Kittery. In
addition, four percent of Pease civilian employees lived in the Berwicks and three
perccn t in Kittery. In all, the Pease closing left a bout 180 residents of the four KEYS
towns without work. There has been no follow-up on these residents, so it is unclear
how many of them left the community, how many found alternative employment, and
how many remained unemployed for a long period. Indirect employment losses in
southern Main~ were probably minimal since only a small proportion of the spending
related to Pease was in the KEYS communities.
·The overall sense has been that the local communities have not been particularly
hard hit by the Pease closing, but that the closing further eroded an already depressed
housing market. In terms of the housing market, realtors said most of the declines were
felt in Kittery, Eliot, and the Bcrwicks. In South Berwick and Eliot, selling prices for
single family homes declined from approximately $120,000 to about $95,000. In Kittery,
the average selling price is down to about $80,000. Properties in York tended to be
owned by officers and sold relatively quickly.
3.2.4

Plans for the Future

At this point, the most significant aspect of the Pease closing for the four towns
in the KEYS region is the plans for its redevelopment. The type and level of economic
activity developed at Pease over the next decade will probably be key to the reemployment prospects of Shipyard workers. The redevelopment plans have, however,
had somewhat of a rocky beginning.
Since its closing was announced in 1988, Pease has been the focus of very heated
debates within the region. Environmentalists have been at odds with those who have
supported aggressive redevelopment plans and communities such as Newington, the most
seriously impacted by the plans, have had differences with other local towns. While
plans for redevelopment arc proceeding, they are being affected by continuing
controversy, most notably by a lawsuit filed by the Conservation Law Foundation. This
lawsuit charges that the Air Force, the EPA, and the FAA failed to develop necessary
emission control plans related to potential air pollution.
-.
Since 1990, the planning for the Base has been overseen by the Pease
Development Authority (PDA). The New Hampshire legislature provide PDA with
relatively broad powers and with SSO million in bonding authority. This bonding
authority has supplemented significant federal. state. and local resources associated with
the closing.
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The most notable activity of PDA has been negotiations with Deutsche Airbus
North America. This firm is considering developing a maintenance facility at the Base
that could employ up to 2,000 workers. The Seacoast region is competing with a number
of other locations for this facility. One of the concerns of the company has been that
there are not enough skilled mechanics in the region. As a result, PDA placed ads in
newspapers nationwide and received 225 responses. It does not appear that PDA
considered how skj]]ed, laid-off Naval Yard workers could be retrained to meet the
company's needs. The German company has recently gone through a restructuring,
resulting in a delay in its location decision.
So far, the PDA has successfully attracted two enterprises to Pease:
I.

Business Express, a commuter airline. is locating a maintenance facility at
Pease. According to their agreement, the company will employ 200
people within the first year, 300 jobs by the end of the second year,
and 400 jobs by the end of third year. According to the company,
maintenance personnel are paid between $25,000 and $30,000 annually.

2.

A federal State Department risa and passport processing center will be
located at Pease. It is projected that there will be about 400 jobs
associated with the location of a federal visa center. Few of these
jobs will be permanent, civil service jobs and most will pay between
only $7 and $9 an hour.

The PDA has hired a firm, JBF, to develop a marketing plan for Pease. The
focus of its efforts is aviation-oriented. It is attempting to attract regional airlines,
aviation overhaul and maintenance facilities, priority parcel and air cargo services, and
aircraft and component manufacturing. There arc also attempts at attracting a hotel
and conference center associated with the airport-rcla ted activities. In terms of nonaviation uses, most of the interest in the Base has come from businesses seeking
warehousing and distribution space. The site is considered attractive for this usc due to
its good transportation networks {port, rail, and highway).
In reviewing the plans for Pease it is important to note that the lawsuit by the
Conservation Law Foundation can have an impact on its future development. Secondly,
PDA is facing enormous competition from similarly closed bases around the county.
Many communities arc attcmptins to teach the same aviation-oriented market.
Sisnificant state and local incentives arc being offered to companies wiUing to locate
a via tion·relucd uses .in closed military bases.
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3.3

Other Defense Contractors in York Cou~ty

In addition to the direct and indirect jobs linked to large Department of Defense
facilities, there are additional manufacturing jobs in the region that are dependent upon
U.S. Department of Defense spending. This additional employment is tied to:
I.

Department of Defense prime contractors located in the region:

2.

companies that contract with Department of Defense prime contractors for
a certaill proportion of their business.

Through the efforts of the Maine State Planning Office, which has been
completing research on the state's dependence on defense spending as part of the
Governor's Task Force on Defense and the Maine Economy, information is available on
other prime contractors and subcontractors in York County. Unfortunately, less
information is available on companies in New Hampshire that either contract directly
with the Department of Defense or subcontract. Mt. Auburn Associates was also able to
identify a number of subcontractors in Maine and New Hampshire through its survey
process.
Mt. Auburn Associates completed a survey of the major defense contractors and
subcontracts in the immediate region. We have identified 30 manufacturing companies
in the York County/Portsmouth area that do some level of defense contracting. We
interviewed 2-i, or 80 percent, of these companies, Our estimates are that in this economic
region there are approximately 1,400 additional defense-related manufacturing jobs.
Of these companies, very few are dependent on the defense industry for over 50
per~ent of their sales. We identified six companies that were highly defense-dependent.
Of these, only two ·- Saco Defense and Fiber Materials -- employ a relatively large
number of residents.
Saco Defense, headquartered in Saco, manufactures machine guns and grenade
launchers. The company went through a major downsizing about two years ago with a
reduction of about 200 jobs. The company has been relatively stable since. The future
of this company is tied to its efforts to increase the international sales of its products
and to develop new markets tied to its capacity as a precision machine shop.
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The other major defense prime contractor in the county is Fiber Materials, a
Biddeford-based company that produces highly-technical materials for use in missiles
and rockets. This privately-held company, owned by an entrepreneur from
Massachusetts, has been seriously affected by decreases in U.S. defense spending. In
particular, the company lost many jobs as a result of the cancellation of the Trident
missile. While the company has somewhat stabilized, it still faces serious challenges in
developing new commercial products in light of further reduction in its primary
markets. The company is seeking to develop commercial applications for its products,
and has been working with the University of Southern Maine on some specific product
ideas.
In addition to these firms that are largely defense-dependent, there are other
defense prime contractors in the region whose defense work is a relatively small
proportion of total sales. These companies include Pratt and Whitney, Sprague, and
Simplex Wire and Cable. There are also a relatively large number of other companies in
the region that do a portion of their work for other companies that are contracting with
the Department of Defense. Subcontracting firms are usually small businesses and lack
the marketing and engineering skills that larger companies have to pursue
diversification work. These firms are often the last brought on and the first dropped in
defense work. In the KEYS region, seven out of the 16 companies responding to the Mt.
Auburn survey noted that they did some contracting or subcontracting work with the
U.S. Department of Defense.
While the loss of defense dollars is a concern of many of these firms, the Mt.
Auburn survey found that many of the subcontractors expected additional cuts in
defense spending to have a minor or moderate impact on their business. This view was
held for a number of reasons:

+

a number of companies have already downsized. Companies began to
feel the impact of declining defense spending two and three years ago.
A number of the companies laid off workers at that time and have now
stabilized;

+

a few companies have already diversified. A number of the contractors
and subcontractors reported that they are currently much less dependent
on defense funds than they were a few years ago. U.S. Felt in Sanford
is a good example of this diversification. A company official reports
that up until last year, it was about 99 percent defense-dependent.
After losing a major defense contract, it undertook a diversification
strategy that has so far worked. Today. it reports that only five
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percent of sales are defense-related, and it has preserved all 16 jobs
from last year. Simplex Wire and Cable also reports having reduced its
defense dependency over the past five years;

+ a couple of companies reported that their military sales have actually
increased, and they are optimistic about retaining or expanding their
market share. Companies that make very specialized products or are
dependent on research and development dollars have actually seen some
improvement in sales. Moreover, with contractions in the industry,
their competition has been reduced;

+ a number of companies have been actively pursuing new markets and
new products. They are hopeful that these efforts will help them adapt
to changing market conditions.
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Dependence on Navy Yard Employment
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Table 12

PORTSMOUTH NAVAL SHIPYARD
Purchases by Region
June 1,1991 - May31,1992

IN DOLlARS
REGION

. SUBMARINES
CODE 530

SHIPYARD
CODE495

CODES
530+495

PERCENT OF
PNSYTOTAL

KEYS

$374,691

$170,119

$544,810

0.6%

Other S. Maine

$232,815

$203,460

$436,275

0.4%

Portsmouth Metro

$3,166,498

$1,817,375

$4,983,873

5.1%

:-··.

SOURCE: Portsmouth Naval Shipyard, 1992. '
NOlE: Code 530 purchases supplies for the submarines; Code 495 purchases supplies and services for
general operations and facilities. Portsmouth Metro Includes Portsmouth, Newington, Dover, and Rochester, NH.
The information above only indicates the contracts going to prime contractors located in the area. There may be prime
contractors located outside the region who sub-contract to firms in the region, or there may be local prime contractors
who farm out portions of their prime contracts to firms outside the region.
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Chapter4
Conclusions

4.1

The Impacts of Defense-related Employment Loss: A Review of the Literature

The literature on the impact of defense-related layoffs provides insights into the
adjustment process of both workers and communities. There arc some general
conclusions that can be reached about the potential impact of layoffs in the defense
industry:

+ Clerical workers have low skill and education levels, which usually
work against people when job hunting. However, because clerical skills
used in a defense company arc the same as clerical skills in a civilian
firm, these workers do not have the problem of having skills that are
only dcf cnsc-rcla ted;

+ The professional workers. scientists. and engineers obviously have high
education and skill levels, but their reemployment prospects will depend
on each person's ability to transfer skills to non-defense work. This
may require retraining geared towards the industrial sectors that will
have growing needs for engineers and scientists;

+ Production workers. both skilled and less-skiJJed. face the problem of
declining jobs in manufacturing nationwide. Most production
occupations found in defense firms arc also found in civilian
manufacturing firms. However, retraining may be needed for
production workers to be qualified to perform non-defense production
work. Highly-skilled workers may particularly. be in need of retraining
that expands their skills beyond their defense specializations. Lowskilled workers may need skills upgrading, as low-skilled manufacturing
jobs can be difficult to find, depending on the region.
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Studies of dislocated workers from other manufacturing industries also provide
insights into understanding how production workers fare when looking for
reemployment. Many of the studies find the same conclusions: minorities, women, older
workers, and less educated workers have harder times finding jobs, and when they do, they
make less money than they did before .
. Studies of the impact that defense cuts have on regions are also relevant to the
KEYS communities. These studies have found that the impact of the defense cuts on
regions depends on more than just the number of jobs being affected. The overall
dependency of the region on defense-related employment exacerbates the effects of the
cutbacks. In addition, the reemployability of laid-off workers, hopefully without a wage
cut, rests on the health of the regional or local economy.
Studies of dislocated workers in different economic situations have concluded:

+ each additional percentage pojnt of unemployment added one to four
weeks of joblessness; 1

+ male workers who are already likely to suffer large losses will be even
more severely hurt if unemployment is high in their local labor market.
Studies of unemployment insurance claimants and displaced steel workers
show that the loss for a given year can double if unemployment is about
one-third greater than the na tiona I a verage; 2

+ older workers who lost their jobs between 1966 and 1969, a period of
relatively low unemployment, generally did not experience a wage loss.
However, older workers who lost their jobs in a period of higher
unemployment, between 1969 and 1978, experienced an average wage loss
of six percent on their next jobs;3

----------------------------------------------------------lTask Force on Economic Adjustment and Worker Dislocation, Economic
Ad iustment and Worker Dislocation in a Competitive Society .. (Rep~rt of the .secretary of
Labor's Task Force on Economic Adjustment and Worker DJSlocauon, Washmgton. D.C.•
December 1986) p.lS
2Louis Jacobson and Janet Thomason, Earnings Loss Due to Displacement. (The
Public Research Institute. Center for Naval Analyses, Alexandria, Virginia, August 1979)
p.2
3David Shapiro and Steven H. Sandell, Age Discrimination and ~abor M~rket
Problems of Displaced Older Male Workers. (Research Report Senes: Nat1onal
Commission for Employment Policy, Washington, D.C.• June 1983) p.21
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+ ad verse economic conditions are shown to contribute significantly to
permanent withdrawal from the labor market;4

+ high area unemployment rates increase the expected duration of
joblessness, particularly for blue-collar and female workers.5

.

El•en in areas with low unemployment, ex-defense workers can experience hardships in
finding relevant reemployment. This is particularly true if most of the available jobs are in
the sen•ice, and not the manufacturing, sector. This situation would require more extensive
retraining for workers and probably greater wage reductions. In many areas, defense
production was offsetting the Joss of other manufacturing jobs -- leaving little for exdefense workers to move into.
Thus, to estimate the likely short· and long-term implications of the recent Naval
Yard layoffs and further employment reductions in other defense-related firms and the
Naval Yard, one must consider the occupational mix of those losing jobs and the
regional economic conditions that the laid-off workers will be facing. According to
preliminary estimates, about 87 percent of those separated in 1992 were production
workers. Of these workers, 36 percent held high-skilled occupations (such as pipefitters,
mechanics, electricians, and machinists) while the remaining S 1 percent held semi-skilled
occupations (such as technicians, maintenance personnel, and operators). Another five
percent were engineers and about nine percent were in various office occupations (see
Table 13).

4.2

Short-term Impacts Related to Layoffs at the Naval Yard

The layoffs implemented at the Naval Yard over the past two years have led to
the loss of a total of 980 direct jobs in the region. These layoffs have taken place
during a period of overall economic decline. As a result, reemployment options have
been scarce, particularly for jobs that matched the skill and wage levels of those lost.

-----------------------------------------------------------

4steven H. Sandell and David Shapiro, Economic Conditions. Jo_b Loss. and
Induced Retirement. (National Commission for Employment Policy, Washington, D.C.,
May 1987) p.2
.SPaul Swaim and Michael Podgursky, "Displacement and Unemployment," in John
Addison (ed.) Job Displacement: Consequences and Implications for Policy. (Detroit,
Michigan. Wayne State University Press, 1990), Chapter .S
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Employees who have lost their jobs have had to choose between moving, commuting very
long distances for comparable work, being underemployed (working at jobs that are
below their skill levels), participating in the informal economy (logging, fishing, or other
non-reported work), starting their own business, or accepting a long period of
unemployment. Very few workers can expect to find comparable jobs in the region over
the short term.
In considering how the recent layoffs will impact the four KEYS towns, it is
important to look at the other areas of vulnerability and opportunity in the economy
and the characteristics of those that are losing their jobs.
4.2.1 · AdditjonaJ Vulnerabilities
In addition to the conditions at the Naval Yard, there are other areas of
vulnerability in the local economy:

+ other defense contractors and subcontractors in the region are likely to
lose jobs with further declines in U.S. defense spending. Unless the
prime contractors in the region take active steps towards diversification
and market development, the region is likely to see additional job losses.
In addition, as prime contractors lose their work, the tendency has been
to do previously subcontracted work in-house. This is likely to lead to
increased vulnerability in the subcontractors in the region;

+ a few local manufacturers are unstable, and have recently announced
layoffs or temporary closings. In particular, there are a number of
companies that provide parts to the automotive industry, including two
of the largest companies in the area •• Davidson Interior Trims and
Heidelberg Harris. These companies are being affected by the poor
conditions in the U.S. auto industry. In addition, there were layoffs at
G.E. and talk of the restructuring of Sprague.
4.2.2

Opportunities in the Economy

There are a number of positive developments that arc likely to affect the short·
term economic opportunities of residents of the KEYS communities. These opportunities
include:
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+ the region is home to Ca bletron in Rochester, one of fastest growing
companies in the U.S. This company provides over 1,000 quality jobs in
the region and has continued expectations for expansion. It showed a
46 percent rate of profit in the last quarter and there are expectations
of continued job creation.

+ the retail industry in Kittery shows continued strength. Some of the
retailers have ventured beyond the local market, creating "headquarter"
type job opportunities in addition to retail sales jobs. Weathervane is a
good example;

+ Pratt and Whitney appears to be relatively stable and primarily in the
commercial sector;

+ immediate job opportunities are being created as a result of the Pease
redevelopment. The potential location of Deutsche Airbus and other
longer range plans could create jobs of comparable skills to those being
lost at the Naval Yard.
4.2.3

Implications

Other than an immediate decision to locate Deutsche Airbus at Pease, the layoffs
at the Naval Yard, along with further reductions at other local manufacturers, will
make comparable reemployment for laid-off residents of KEYS difficult. The most
dramatic indication of the lack of comparable job opportunities was the lack of any
private sector participation at the recently held job fair for the laid-off workers. With
reductions nationwide among defense .installations, the opportunity for relocating with
the Department of Defense through the Priority Placement Program is not expected to be
as great as in the past when sometimes as many as one-third of laid-off workers could
find .new defense jobs.
In this section. and Section 4.3 to follow, we present our analysis of the economic
impacts of reductions at the Portsmouth Naval Shipyard. We adopted the employment
and earnings multipliers from an economic impact study of the Philadelphia Naval Base
and Shipyard. The study was done in the fall of 1990 by the Pennsylvania Economy
League for the commonwealth of Pennsylvania and the state of New Jersey. Multipliers
show the effect that job losses from the Naval Yard have on rest of the regional
economy because of the associated income that these employees no longer have to spend.
The loss of this spending results in additional jobs and earnings losses, or the multiplier
effect (see Appendices).
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In the analysis, a distinction is made between direct, indirect, and induced jobs
and earnings. Direct employment and earnings are those jobs and salaries paid by the
Portsmouth Naval Shipyard. Indirect employment and earnings arc those jobs and
salaries associated with companies that do business with the Yard, for example as
suppliers, but that are not direct PNSY employees. Finally, the decreased spending due
to both direct and indirect job losses creates yet a third effect, the induced effect, on
industries in the region. Each of the indirect and induced job and earnings multipliers
are expressed as a coefficient. In the Philadelphia study, technical coefficients were
found to be: (.16) for indirect employment, (.92) for induced employment, (.09) for
indirect earnings, and (.67) induced earnings.
l'hc figures given in our analysis of the Portsmouth Shipyard represent a highend estimate of what job and earning losses might be. The Philadelphia multipliers
probably exaggerate the backward linkages for Portsmouth, because the Philadelphia
economy is larger and more diversified than Portsmouth, and because the Philadelphia
model assumed that all naval yard contracting went to firms in the area. According to
purchasing data provided by the Portsmouth Naval Shipyard, it appears that only 6.7
percent goes to firms in southern Maine or greater Portsmouth, New Hampshire. This
figure would suggest that indirect and induced losses might be smaller than those
estimated by using the Philadelphia multipliers.
Given the recent 1992 workforce reduction of 600 employees, the next two years
are likely to be tough for these individuals and their families, as well as having an
impact on the local economy. We estimate the impacts of the May 1992 layoffs on the
KEYS communities and state of Maine to be as follows:
1.

Using the KEYS proportion of CY91 total PNSY employment. we estimate
that approximately J35 of the 600 workers live in one of the four KEYS
towns. · Using an indirect and induced employment multiplier found in
a 1990 study of the Philadelphia Naval Shipyard, another 166 (nonPNSY) jobs in KEYS towns (or a total of 301) could be affected by
the 1992 workforce reduction. Estimates of wages lost due to layoffs
were again based on payroll portions for KEYS towns to total CY91
PNSY payroll, and on earnings multipliers from another base closing
study. Direct wage loss is estimated to be $4.5 million, with indirect
and induced wage Joss another $3.6 million for a total of $8.1 million

(sec Appendix A).
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2.

As an indication of the ripple effects in the local economy, local retailers
said they would feel the effects of further reductions. Nearly 10 percent
of retail establishments responding to Mt. Auburn's survey expected
the current cuts in PNSY workforce to impact their business a lot.
Another 28 percent thought they would experience some impact.

3.

In larger communities, the effect of 1 JS people joining the ranks of
unemployed is not always visible in the statistics, but in KEYS
communities the effect is clearly seen. In 1991, the total number of
unemployed members of the workforce was 584. With the new layoffs,
that number rises to 719, or a 23 percent change in number. Overall,
the unemployment ra tc in 1991 a vcragcd 3.1 percent. With the new
Ia yoffs, that ra tc could be expected to rise as high as 3.8 percent (sec
Appendix B).

4.

Evidence from the Displaced Worker Survey provides insight into the
percentages of workers likely to migrate, leave the workforce, the duration
of unemployment, and wage loss expected /rom finding new employment.
This survey is based on respondents to the Current Population Surveys
conducted in 1984, 1986, and 1988 by the U.S. Bureau of the Census,
and provides a good indication on the experiences of displaced
workers. Migration out of the Kittery LMA is likely to be greater
than the national average found in these studies because of the
opportunities for new Department of Defense jobs through the
Priority Placement Program. Out the 135, we estimate that anywhere
from 20 (15 percent) to 41 (30 percent) workers might relocate. Using
average household size from the 1990 Census, we estimate population
loss might range from 51 to 101 persons from 1990 population levels in
KEYS. One year after being laid off, the number of unemployed
workers out of that 135 could range between 15 and 20 (sec Appendix
C).

S.

Indirect and induced job losses due 10 declines in consumption lied to
payroll Dnd to business generated by Naval Yard contracts could be hea'ty.
Using employment multipliers found in a recent study of the
Philadelphia Naval Base and Shipyard, we estimate indirect job loss to
be 22 and induced job loss to be 144. Total indirect and induced job
losses would be 166. Similarly, indirect wage loss would be $0.4
million and induced wage loss would be $3.3 million for a total of' $3.7
million. The businesses that arc likely to experience these layoffs the
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greatest are the restaurants, convenience stores, and other retail and
service establishments located close to the Yard in Kittery (see
Appendix A).

4.3.

6.

Fiscal· impacts on state and local revenues could be great. Maine could
lose between $926,400 (direct employment effect in 1991 dollars) and
$1.3 m~llion (total employment effect in 1991 dollars) in income taxes
paid to the state. In addition, an estimated $220,564 in property tax
revenues collected by the four KEYS towns could be placed at risk.
The likelihood of further tax delinquencies and foreclosures in a
climate where those problems are already increasing raises a serious
fiscal concern for KEYS communities. The state's revenue stream
could receive a double blow on top of the reductions at PNSY if
Loring Air Force Base i.s closed anytime soon (see Appendix D).

7.

A.t the same time, expenditures for General Assistance will increase. Once
federal and state benefits expire, workers laid off from PNSY will
likely apply for GA. We estimate that expenditures for GA due to
May 1992 layoffs at PNSY in these towns could increase by as much
as 40 percent, or a total of nearly $120,000. Kittery faces the greatest
increase of approximately 80 percent or another $55,000, while the
other towns could expect between 15-20 percent increases (see
Appendix E).

8.

Housing values could continue their recent declines. Local realtors
already indicate that real estate values are down by about 20-25
percent in KEYS communities (although less so in York) due to the
recession and closing of Pease. They expressed fear that further
reductions would seriously hamper the market. In addition, the rental
market in Kittery has been in decline recently. Many old homes have
been converted to small apartments over the years to accommodate the
demand _generated by Shipyard employees. In the event of closure,
rental values could fall further if the demand for this type of housing
substantially diminishes.

Longer-term Impacts

The most optimistic scenario puts total Naval Yard employment at 6,400 civilians
over the decade. The most pessimistic assumes that the Yard will be placed on the next
closure list. Some people argue there is an inDbetween scenario in which the Yard
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shrinks to an employment level of about 5,000. Two long-term scenarios are considered
below: one, employment is cut back to 5,000 employees; and, two. the Yard is totally
shut down.
In the first scenario in which the workforce is reduced from its current level of
about 6.400 employees to 5,000 employees (for a total loss of 1.400 civilian jobs). we
assumed that layoffs occur proportionately across occupations and towns. It is possible
that functions at' the Yard will change such that further layoffs might affect some
occupations more than others. Our baseline for determining allocation of job losses and
payroll by town was the calendar year '1 991 data supplied to us by the PNSY through
the Seacoast Shipyard Association.
The range of impacts from downsizing at PNSY to 5,000 employees would likely
include:

+ Out of a total of 1,400 civilian lost jobs, 734 would be lost to Maine
residents, of which 315 would a/feet KEYS residems. Associated indirect
and induced job losses could total another 1, 718 jobs in Maine, of which
386 would occur in KEYS towns. Total job loss in KEYS associated
with this reduction would total 702 jobs. Wage losses would also be
substantial. In KEYS communities, we estimate $10.5 million in direct
wages would be lost, and another $8.6 million lost from indirect and
induced wages. For Maine, direct wages lost represents a total loss of
$26.2 million, and indirect and induced wage losses represents an
additional loss of $21.5 million. Based on its retail establishment
survey, Mt. Auburn found that about two percent of respondents in
KEYS expected to go out of business if further reductions occur.
Another 21 percent expected they would have to contract and layoff
employees in anticipation of decreased sales (see Appendix A).

+

The impact of these reductions on existing local unemployment would be
substantial•. Assuming the worst case scenario that all of the 315 former
PNSY employees living in KEYS towns did not find new jobs or leave
the area, then the numbers of l~cally unemployed would swell from the
1991 level by nearly 54 percent (from 584 to 899 persons). The
unemployment rate would rise from 3.1 percent to 4.8 percent. These
numbers would be even higher if indirect and induced job losses arc
included. Twelve months from the date of layoff, 15·25 percent of the
remaining workers actively seeking work would probably still be
unemployed (see Appendix B).
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+ The average length of unemployment is likely to

b~

12 to 18 months, given
the slow growth in new jobs in the region. Furthermore, close to half of
the reemployed workers are likely to be working in different
occupations from their last occupation at the Naval Yard. Nationally,
the trend is for skilled trades like welding, fabrication, machining to
decline in the U.S. As a result, a large proportion of these workers wilJ
need retraining.

+ KEYS communities could lose between JJB and 236 people due to worker
migration out of KEYS communities. The state of Maine might lose as
many as 600 persons. The demand for a variety of government
programs and services would be affected by the loss of population. In
particular, KEYS towns would experience a decrease in school
enrollments and be faced with supporting the school system on a smaller
tax base (see Appendix C).

+ The fiscal impacts of lost revenues and added expenditures would greatly
alter the balance sheeis of local towns and state government. Maine would
lose between as little as S2.2 million in income tax due to direct job
losses and as much as $3.1 million in income taxes if direct, indirect,
and induced wages are counted. In KEYS communities, nearly $518,672
in property taxes associated with direct job losses could be at risk of
delinquency. That figure represents 1.7 percent of the FY91 property
tax revenues (source of about 80 percent of KEYS town budgets) (see
Appendix D).

+ Expenditures for General Assistance would be expected to increase
dramatically, by as much as nearly $200,000 (or 66 percent) for all four
towns. Again, Kittery would be hardest hit with increases expected of
up to 125 percent. These figures could, in fact, underestimate the
growth in GA expenditures because of other factors. First of all.
figures were only calculated for direct job losses. Secondly, local GA
administrators say that dollars expended per case could increase as well
as the average duration on GA per case because of other deteriorating
economic conditions (see Appendix E).
A decision to close the Naval Yard would probably come some time in the next
one to three years. If it is selected for closure, the period from the time of the decision
to closure, would likely take four to five years. The workforce would shrink during
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that period due to phase-out of work and attrition. The following analysis examines
only the negative impacts of closure, and excludes any positive economic impacts that
would result from the redevelopment of the Naval Yard. Obviously, redevelopment
would offset some of the losses described.
Complete closure of the Naval Yard would likely have the following impacts on
the regional economy:

+ Total job losses would be heavy. A total loss of 14,254 ci••ilian jobs (6,400
direct, 1,024 indirect, and 6,8JO induced) would occur in the region from
current le,•els. In Maine, the numbers would be 7,470 total civilian jobs
(3,354 direct, 536 indirect, and 3,580 induced). For KEYS communities,
total civilian jobs lost could reach 3,207 of which 1,440 would be direct,
230 indirect, and 1,537 induced. In Mt. Auburn's survey of retail
establishments, nearly 10 percent of the respondents indicated they
would probably go out of business if the Naval Yard closed. Another
25 percent said that they would have to contract and lay off employees.
These figures probably underestimate the indirect effects because
survey respondents were heavily tourist-oriented, a side of ·the retail
sector that we would expect to be more immune to the effects of closure
than the non-tourist retail side (see Appendix A).

+ Wage losses would be equally staggering. Total wages from direct, indirect.
and induced losses would be $446 million in the region. About $236
million in lost wages would affect Maine residents and towns, of which
about $95 million would occur in KEYS communities. In calculating
the wage losses resulting from full closure, military payroll was
included on the assumption that a significant portion of military
income is spent and recycled in the local economy (see Appendix A) .

.+ The effect of direct job losses would place KEYS communities in a new era
of double. digit unemployment. Unemployment rates in KEYS
communities averaged less than .3.7 percent in 1991. However, assuming
the worst case scenario in which none of the laid-off workers finds
replacement work, then full closure would raise the combined
unemployment rate of all four towns to !0.8 percent. The impact would
be heaviest on Kittery where the rate might reach as high as J7.8
percent. While these rates exaggerate the number of persons who would
probably be counted as unemployed in the actual event of closure, it
also excludes indirect and induced job losses that would again raise the
numbers (see Appendix B).
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+ Population might decline in KEYS towns due lo out-migration of workers
and their families by as much as 1.080 persons. Again, Kittery would
stand to lose the largest number of people (410), with the other towns
losing on average about 200 people. Maine could lose as many as 2,616
people. Again, these figures were calculated using only the direct job
losses (see Appendix C).

+ The fiscal impacts of closure would be daunting for local towns considering
the potential loss in revenues and increases in expenditures. An estimated
$2.4 million in property taxes could be at risk if the Yard closes. This
figure represents about eight percent of all property tax revenues from
KEYS FY91 budgets (ranging from a high of 9.8 percent for South
Berwick to a lo'V of 3.3 percent for York). While property taxes must
be paid regardless of whether the property is occupied, the likelihood of
diminishing values combined with greater delinquency would probably
result in a decrease in revenues. Conversations with local realtors
confirmed impressions that the housing market would be seriously
crippled (see Appendix D).

+ Water rates would likely double for local customers, as a resull of losing the
largest c11s1omer to the Kiuery Water District (assuming no redevelopment
of the Yard look place to replace that consumption). Other local fiscal
impacts would hit Kittery especially hard as well. The town would
stand to lose the backup fire protection service offered for free by the
Naval Yard.

+ Maine would lose

S9.9 million in personal income taxes

i/ all

6,400 jobs

were losl al the Shipyard, and SU.J million if the associated indirect and
induced jobs are added lo the calculation (this assumes thai all jobs are
located in Maine where Maine slate income I axes are collected) (see
Appendix D).

+ The likely effect on General Assistance one year after the layoffs occurred
would incrtuue the annual arerage case load and expenditures for KEYS
IOWIU over FY91 /e'flels by tu much as 230 percent (or nearly $700,000).
Under the worst case scenario, each town's GA budget could reach the
following levels: for Kittery, $2.20,000 (up about 350 percent); for Eliot,
about $!45,000 (up 230 percent); for York, about $120,000 (up !60
percent); and for South Berwick, $165,000 (up 170 percent). Again,
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estimates would have to be revised upward to reflect indirect and
induced job losses, or to account for potential increases in average
expenditures per case or duration of dependency due to a deteriorating
economy (see Appendix E).

+ Local schools would be seriously impacud. Kittery reports that 42
percent (525) of its total enrollment (1,250) is comprised of children
whose parents work at the Yard. Assuming a worst case scenario in
which half of the families move outside the region, then the school
system could lose a bout 260 students (or 20 percent of total enrollment),
which would probably force the school district to reduce budget and
staff. The same impacts would likely be felt in the Eliot/South
Berwick school system where about 20 percent (493) of total enrollment
(2,465) is tied to the Naval Yard. Data on York was not available at
time of this writing. There is federal impact aid for school systems hit
by large defense cutbacks. Kittery is already receiving $170,000/ycar
in aid. However, that money runs out in 1994.
Facing the closure of a major shipyard like Portsmouth -- should it occur -- is a
daunting task for any state. To confront it in a region that has just lost another major
base (Pease) makes the situation in southern Maine even more challenging. However, the
closure of Pease is not the only factor complicating the region's loss of defense spending.
Maine could be confronted with the situation in which two of its bases might be closed:
Loring Air Force Base and Portsmouth Naval Shipyard. In the unfortunate event that a
dual closing were to occur, Maine would find itself overwhelmed with the challenge of
meeting a huge increase in the demand for unemployment services, job training, and
replacing lost jobs and revenues.

4.4 ·

Longer-term Opportunities

In looking at -the future scenarios, it is important to examine other longer-term
opportunities in the regional economy. If no actions arc taken, then it is likely that the
layoffs and/or closing of the Shipyard wi11 devastate the local economy. However, even
hi the worst case scenario; the region has time to plan. The closing wi11 not take place
ovcrnisht. There arc a number or opportunities, which if Cully exploited regionally,
may work to mitigate the impacts of even the worst case scenario.

80

Regional opportunities include:

+ Local KEYS manufacturers expect to increase their level of employment
by about five percent over the next three years, meaning there could be
another 225 new manufacturing jobs by 1995.

+ If expectations related to the redevelopment of Pease are realized, there
could be 800-12,000 jobs in the region over the next decade.

+ Development plans related to the Port of Portsmouth could open up
economic opportunities in the region over the next decade.

+ A plan to develop rail service between Portland and Boston could
provide long-term opportunities for the Seacoast economy.

+ While the Boston region remains in the depth of a recession, the area
maintains an intellectual infrastructure that is internationally
competitive. New areas of strength in supercomputing, biotechnology,
advanced materials, and environment technologies can in the long run
lead to related economic opportunities spreading into the southern
Maine region.

+ The workforce of the region is highly-skilled, and increasingly the key
to successfully competing internationally is tied to the skills of workers.
The workers who are being laid off at the Naval Yard have a full
range of occupational skills relevant to high-value-added manufacturers.
This could be a key marketing strength of the region.

+ Entrepreneurial activity and interest among residents is high.
+ Growth continues in the tourism and retail sectors of the regional
economy.
The challenge now facing the towns of Kittery, Eliot, York, and South Berwick is
to initiate a process now that will lead to a more diversified economy. Whether or not
the worst case scenario comes to pass, it is in the interest of the region to develop a
strategy to take advantage of local opportunities and build an economic base tha~ could
withstand further reductions at the Naval Yard.

ChapterS

Resources

S.l

Resource Needs for Economic Adjustment

The types of resources that are needed to ease the adjustment process of those
laid off by the Shipyard are:
1.

Worker A.ssistanct. The fundamental current need is to provide direct
assistance to workers and their families who have lost or may lose
their jobs. This assistance includes:

+ good job search assistance resources;
+ retraining, where applicable;
+ social and human service support for long-term unemployed.
2.

Community Assistance. The communities in the region need to plan for
the future and develop and implement an adjustment process that will
mitigate any potential further job losses. The types of resources
needed include:

+ the willingness to work together and individually to take steps to
strengthen and diversify the local economy;

3.

+

economic development staff and institutional capacity;

+

state level economic development programs including training.
infrastructure, and financing.

Business Assistance. Businesses that are dependent on the Naval Yard
or on other Department of Defense funding require resources to help
them adapt to the changing market. The types of resources they need
include:
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+

financing;

+

management assistance;

+ technology transfer activities;

+
5.2

workforce retraining.

Existing State and Local Resources

A review of current local and state resources provides the KEYS towns with
information on where programs arc availa blc and where there arc gaps that require
further program development at the state and local levels.
Current state resources:
1.

2.

Most of the economic
development programs in Maine arc established and implemented by
the Department of Economic and Community Development. The
Department's Office of Business Development provides financial.
management, production. marketing and technical assistance to Maine
businesses. They opera tc "Business Answers." an information service
for business. The Office of Community Development operates the
Small Cities CDBG Program, the Community Industrial Building
Program (funds for municipalities for building and marketing
speculative industrial buildings), the Job Opportunity Zone Program (a
demonstration project that responds to disparities in economic
opportunities by targeting resources and additional incentives to
businesses located in four designated zones), and the Economic
Corridors Action Grants Program (provides infrastructure grants to
stimulate private investment along specific corridors of economic
significance). Development Opportunity Funds provide gap financing
to business.
Ge11uDI Economic Development ProgrDms.

Stale Training Programs. The state operates a number of training and
retraining programs. primarily using Federal JTPA funds. These
activities include: The Enterprise Job Fund, which trains potential
employees with customized, industry. or company-specific programs;
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ASPIRE, which provides additional support for people in retraining
and education and is geared to the AFDC-dependent population; t·h·e
STAR program, which is strategic training for accelerated
reemployment and provides unemployed and displaced workers with
training and retraining opportunities; the Rapid Employment and
Training lnitia tive Team (RETI), which helps businesses upgrade their
workforce because of technological change and helps workers in their
transition.
3.

Defense Di¥ersijication Programs. Recognizing the importance that the
defense industry plays in the Maine economy, the Governor's Task
Force on Defense and the Maine Economy was created. Research
related to this effort is being undertaken by the Maine State Planning
Office. It was through this project that the current KEYS effort was
funded. Along with KEYS, other defense-dependent regions in Maine
have received grants for developing adjustment strategies. Two
members of this Task Force come from Southern Maine.
A first phase report of the statewide effort has been completed. A
second phase of the project will lead to specific program
recommendations for specific state programs to address the
diversification and adjustment process.

4.

State Business Financing Programs. The state of Maine has a
comprehensive set of business financing tools available to companies
looking for a full range of financing. These include:

+ Finance Authority of Maine (FAME). FAME is a quasi-public
authority whose mission is to assist business development and create
new employment opportunities throughout Maine. FAME operates a
variety of business financing programs that meet a broad range of
financing needs. It also operates programs for agricultural and
higher education finance.

+

The Maine Capital Network. The purpose of the Maine Capital
Network is to match potential investors with Maine businesses.
FAME maintains a confidential data base of investors and business
investment opportunities and matches them based on stated interests
and requirements.
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+ Pine Tree Partnership Grant Program. Operated by FAME, the
program provides grants to small businesses for research and
development activities and the introduction of advanced technology
and services.

+ Maine Capital Corporation. Maine Capital Corporation is an SBA·
licensed Small Business Investment Company (SBIC), capitalized by
private investors who received a 50 percent state tax credit against
personal and corporate income taxes. The corporation provides
equity and convertible debt to all Maine-based small businesses,
including both startups and existing businesses; preference for
producers of manufactured and agricultural products, service
providers. and innovative distributors of goods and services.

+ Fame provides Pre-Export and Post-Export Working Capital
Insurance. This program is underwritten by the Export-Import
Bank of the United Sta tcs and administered by FAME.

+ The Maine Job Start Program. The Maine Job Start Program
provides very small loans to entrepreneurs who ha vc an annual
gross household income at or below 80 percent of the area median
income.

+ Office of Community Development, Department of Economic and
Community Development. The Office of Community Development
administers CDBG Small Cities funds for the state. It operates two
business financing programs that usc CDBG funds. It makes grants
to local communities for business financing projects, which in turn
lend the funds to the businesses. Projects must be located in nonentitlement communities (those with populations under 50,000 that
do not receive CDBG funds directly from the federal government).
Typically, a majority of jobs created and retained must go to lowand moderate-income workers.

5.

lnnovtllion and Technology Policy. The Maine Science and Technology
Commission is in the process of developing an R&.D Strategy for
Maine. The Commission was responsible for the creation of the Center
for Innovation Program. CF!s are programs managed by a consortia of
private business, public and private nonprofit research institutions.
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and government to improve the Maine economy by enhancing the
competitive advantage of existing and new businesses through
technology.
Three CFis have been funded: Center for Innovation in Biomedical
Technology, the Maine Aquaculture Innovation Center, and the Center
for Tc,chnology Transfer (CTT). Of most relevance is the err, which
is a partnership between the metals and electronics industries of
Maine, the Maine Science and Technology Commission, the University
of Maine, the University of Southern Maine, and the Maine Technical
College System. err facilita tcs and encourages the adoption of new
manufacturing and management technologies, stimulates production
improvements, disseminates technology-based information, brokers
industry needs to appropriate public service, and provides and
facilitates joint ventures and strategic partnerships.
Current sub-state (regional/local) resources:
1.

The Workers Assistance Celller (WAC) in Kiuery, Maine is an invaluable
resource ;, the adjustment process. The Center was founded through
the joint efforts of the New Hampshire Job Training Council, the
Maine Department of Labor, and Naval Yard Unions and receives
funding from the U.S. Department of Labor. Displaced workers living
in both Maine and New Hampshire may usc the Center. Among the
services available at WAC arc:

+ a four-day core seminar to expose workers to the full range of
career opportunities;

+ individual counseling on retraining and job search assistance;

+

2,

funding for specific training by vendors or on-the-job at local
companies. Funding is available to pay for one year of schooling
for each laid off worker. Clients may use that tuition subsidy
while continuing to receive other unemployment benefits, thus
removing the burden of working while attending school.

Other job trllining ~2nd pl12cem~nt information is tlvailtlbl~ 121 the Mllinf!
Job Service offices in Biddeford mrd Stlnford. A division of the Bureau
of Employment and Security within the Maine Department of Labor,
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it tries to match people with jobs. Its services are broad, including job
referrals, job training, resume preparation assistance, computerized job
data banks, tax credit vouchers, and other support service referrals.
Some retraining is provided by Southern York County Adult
Education that offers GED courses, remedial math and English, as
well as computers.
3.

There Dre D number of private volunteer support groups for unemployed
workers in both Southern Maine Dnd New HDmpshire. For example, the
Seacoast Networking Support Group in Portsmouth maintains a
statewide job link data base. It networks with local chambers of
commerce, radio stations, newspapers, and individual businesses to
provide job leads and support to job seekers. Other unemployment
support groups include the Seacoast Mental Health; Rockingham
Counseling Center; Counseling Service, Inc.; HCA Portsmouth Pavilion;
New Hampshire Catholic Charities; Stafford Guidance Center; and
Seacoast Resource Association. Several resume services also exist in
the area: Individual Employment Services, Apollo, and Dover
Secretarial Services.

4.

Needed humDn services Dre D\'DiiDble through the York. StDfford, Dnd
RockinghDm County Commu11ity Action ProgrDms offerillg se,•erDI support
progrDms. Among the programs they offer are Fuel Assistance,
Women's, Infant, and Children's Program (WIC), the Crisis Assistance
Program, and other programs that offer help to women in transition.

S.

HeDilh cDre is DVDilable in the DreD at D number of federDIIy-funded
medical clinics thDI chDrge fees on D sliding scDie Dccording to personal
income. These include the Lamprey Health Care Center, Planned
Parenthood, the New Hampshire and Maine Visiting Nurses
Association, and the York Hospital. The Maine Department of Human
Services .and New Hampshire Division of Human Services have
information on both Medicaid and the Food Stamp Programs.

6.

A number of the indi•iduDI towns hDve formed informDI or rolunteer
economic development organizations, but they June limited staff cDpDcity
Dnd two are not c_urrently meeting:

+

York Economic Development Council. Established out of the
comprehensive planning process, the Economic Development Council
was charged with promoting economic development that was

consistent with its small town Seacoast character. The purpose of
the Council is to inventory and analyze commercial and industrial
opportunities in the town, including activities rei a ted to the
redevelopment of Pease. The York Development Authority is a
nonprofit economic development organization that can get involved
in economic development real estate efforts.

+ Kittery

Economic Development Commission. Although not currently
active, its mission was to increase the range of employment
opportunities to empJoy more Kittery residents, ensure that nonresidential development is resilient and stable in a variety of
economic climates and is appropriate with Kittery's existing
residential character, address residents' needs, and provide
alternative employment opportunities.

+ Eliot Regional Development Authority. Responsible for monitoring
the activities of PDA, the closure of the Shipyard, and the Jack of a
Jong-range strategy. The role of the RDA, which grew out of the
comprehensive planning process, is to act as a liaison between the
board of selectmen and Jocal, state, and federal economic
development officials.

+ Eliot

Business Development Commission. This commission has been
dormant over the last four years, but was established by the town
to promote a healthy business environment. It has had resources
allocated to it that have not been expended. It could be reactivated
for involvement in a regional economic development effort.

7.

The Small Bus;,zess Development Center at the Southern Maine Regional
Planing Commission offers one-on-one counseling to small businesses on
management, finance, accounting, loan packaging, and marketing.

8.

Coastal Enterprises, Inc. in Wiscasset is a private, nonprofit community
development corporation that does entrepreneurship training and can make
business loans to help finance small businesses. For example, it provided
financial support to U.S. Felt in Sanford when the company wanted to
diversify away from defense markets and into private markets.
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9.

5.3

Officials in York and Cumberland counties have applied to the Economic
Development Ad ministration in the U.S. Department of Commerce to
create an Economic Del•elopment District ( EDD) in the region. If chosen
for the designation, it will create the opportunity for the region to get
more federal economic development monies.

Gaps in Resources

While Maine and KEYS communities support a number of excellent public
and private resources and organizations, several gaps exist to help local
communities adjust to future reductions at the Naval Shipyard. These gaps
dc;servc the serious attention of the members of the KEYS communities and their
regional and state counterparts concerned with economic diversification.
First of all, the area lacks a regional economic development entity to
orchestrate the adjustment process and spearhead regional job creation and
retention activities. Ideally, such an entity would allow towns on both sides of
the river to cooperate in developing a joint strategy. The advantage of a bi·statc
effort would recognize the interdependence of local towns and employers, as well
as enhance clout with businesses and state leaders needing marketing power for
business attraction. It would provide an opportunity to make efficient usc of
limited resources and would work to prevent duplication and conflict among
different planning entities. The efforts currently underway to form Economic
Development Districts in Southern Maine and across the river in Rockingham
County (New Hampshire) could provide a vehicle for bi·state regional
cooperation. The stakes for towns affected by the Shipyard in the Seacoast
region are high. and joint cooperation typically attracts more attention and
funding from higher levels of government.
Secondly, although training placement resources exist now, they arc
inadequate to handle the demand that would be created by further substantial
downsizing or closing of the Shipyard. Furthermore, the situation could get
worse if both Loring and the Portsmouth Naval Shipyard close at or ncar the
same time. In addition, there is no substantial training facility located in the
KEYS region. The state estimates that only one in six Maine workers who arc
eligible for retraining services receive support today. If the Yard continues
downsizing or even closes, many more will likely fall through the cracks.
Fortunately, the state realizes this danger and is exploring steps to take to
enhance job training resources statewide.
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Finally, there is only limited state assistance for business retention
activities. While most states offer a variety of business attraction programs
ranging from tax incentives to site finding assistance, fewer states target existing
businesses for help. Maine needs to get as aggressive about retaining its current
employers as it is about attracting new employers. In Mt. Auburn's survey of
manufacturers in Southern Maine, the most frequently mentioned step firms said
the state could take to help them was to expand and improve education and
training. Also frequently mentioned was their desire to see a more pro-business
tax system that provided tax incentives and addressed complaints about worker's
compensation.
Gaps clearly exist at both the state and local levels to mount a successful
defense adjustment and economic development strategy. Significant resources,
financial and technical, are needed to redevelop and market a closed base. The
need for resources and expertise could double should the state find itself
confronted with the worst case scenario in which both Loring Air Force Base and
the Portsmouth Naval Shipyard were closed. Local and state leaders must address
the need for regional cooperation in order to successfully plan for the region's
economic diversification and revitalization.

90

Chapter 6
Next Steps

While the future of the Portsmouth Naval Shipyard is uncertain, it is likely that
at least over the next five years the Naval Yard will continue to be the dominant
employer in the KEYS region. Thus, the KEYS communities have at least five years to
design and implement an adjustment strategy that will make its residents less vulnerable
to whatever decision is made in Washington concerning the future of the Naval Yard.
This time horizon is far greater than communities often have in adjusting to other major
economic dislocations in the private sector.
In developing an adjustment strategy the KEYS communities and the state of
Maine must recognize that every defense-dependent community is different. Some arc
dependent on a few, large private contractors, some on defense installations, and some
on subcontractors. The response of each community must match the characteristics of its
defense sector.
In the KEYS region, most of the dependence is on one facility -- the Naval Yard.
In some ways, the potential impacts of its closing is far greater than in either cases of
base closure or in cases of dependence on a large number of private prime and
subcontractors for two reasons:
l.

Unlike most military base closures, most of the job losses at the Naval
Yard will be civilian gol•ernment workers. As noted in the assessment of
the Pease closing, base closures, while devastating to a community,
would have a smaller overall multiplier impact because a lot of
consumption takes place on the base, many of the jobs are held by
spouses who will move with the military reassignments, and
procurement is less likely to be local.

2.

Unlike most privDte sector closings, there is limited incentive for the
owners, in this case the U.S. government, to diversify the product or
markets and seek to develop new uses for the facility. Developing reuse
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options for the facilities if the government owns the property is
extremely difficult. Moreover, efforts to diversify into commercial
markets would require Congressional action.
The KEYS communities have already made a commitment to the next step -developing a long-term adjustment strategy. Given the findings of this project, we
suggest the following goals to guide the next phase of the process:
1.

Make the case for the continued operation of the Nat•a/ Yard. The KEYS
communities are now in a strong position to provide further evidence
on the importance of the Shipyard to the local economy. This report
should be used, in conjunction with the continuing efforts of the Save
the Shipyard Organization, to make as strong a case as possible on why
the Shipyard should be maintained. In addition, assuming the Yard
remains a viable operation in the future, local leaders should consider
ways to help local businesses capture a greater share of PNSY
contracts since they currently capture only a small portion.

2.

Promote the use of existing Naval Yard capacity for new public and
private sector work. The facilities and the workforce at the Naval
Yard are an enormous resource to the region. The type of machinery
available has many potential applications. Moreover, the skills of its
workforce could be adapted to a wide range of manufacturing
actJVJtJes. According to people in and out of the Shipyard, the
facilities of the Shipyard and its workforce are well-suited for a wide
variety of work in the private sector or for other government work.
Efforts should be made to encourage the government to allow the
Naval Yard to do other contracting work with other federal agencies
and with private companies. The KEYS towns should work with
others in the region to lobby for the ability of the Naval Yard to do
other contracting work. In addition, as part of the second phase of
the project, the adjustment strategy should consider other potential
uses for the facilities.

3.

Promote further economic diversifictllion through new enterprise
development. In the current economic environment, self-employment is
an important option for dislocated Naval Yard workers to consider.
The region already has a strong entrepreneurial base with a high level
of self-employment. Moreover, close to SO percent of the laid-off
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Naval Yard workers reported interest in starting their own businesses.
Not only does self-employment represent an option for re-employment,
it could add to the diversity of the regional economy.
The region is fortunate in that there are a number of market
opportunities for those interested in starting their own business. For
example:

+ with the strong tourism industry and the retail draw represented by
the Kittery Malls, there are opportunities for starting enterprises
that capture more of these markets;

+ many Naval Yard workers are highly skilled in areas where there
are self -employment opportunities.
4.

Market the highly-skilled workers to new companies interested in locating
in the region. The skills of the workers in the area is one of the
greatest competitive advantages that the community has. Increasingly
in the global economy, all factors of production are mobile. A skilled
work force is one of the factors that is not easily moved. The
challenge will be to identify the specific industries that need the types
of skilled workers currently living in the KEYS towns.

5.

ldemijy specific retraining requiremems to help laid off workers in KEYS
take adl'antage of job opportunities related to Pease redel'elopment.
There are already some potential new jobs in the region that have
resulted from the redevelopment of Pease. If the decision is made to
locate Duetsche Airbus at Pease, there will be a large number of
skilled jobs created. The challenge in the region will be to identify
the precise retraining requirements needed to meet the needs of new
employers and design programs aimed at the dislocated Naval Yard
workforce. In addition, communities should consider the long-term·
infrastructure needs for maintaining a well-trained workforce. A
proposal to establish a technical college in York County is being
studied at present. The establishment of a technical college would be
an important asset to a larger regional economic development strategy
for the region.

6.

De¥elop a new KEYS economic development organization that will oversee
the adjustment actil'ities. Currently, the four KEYS towns have very
limited economic development capacity. Whatever economic
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development initiatives were undertaken have mostly been done
through volunteer commissions. If the towns wish to develop an
adjustment strategy, they need to consider at the outset who will be
responsible for implementation once the strategy is developed.
7.

Promote increased cooperation amongst all of the communities that are
impacted by Naval Yard. The economic impacts of the Naval Yard go
well beyond that of the four towns of Kittery, Eliot, York, and South
Berwick. New Hampshire towns such as Portsmouth, Dover, and
Rochester arc also heavily impacted by any layoffs at the Naval Yard.
There arc two models of the region working together. Most of the
towns in the area, recognizing the danger facing the Naval Yard, have
banded together to work with the Save the Shipyard Organization.
Second, the states of Maine and New Hampshire arc working
cooperatively in the design and management of the Workers Assistance
Center in Kittery. It is now time that the communities in the region
start working together in thinking about an economic adjustment
strategy.

Given these goals, we would recommend the following next steps for the
KEYS Coalition in the design of an economic adjustment strategy:
Undertake Additional Research Related to a Diversification Strategy
J.

Detailed analysis of the competitire strengths and weaknesses in the
economy. This project made a first step in identifying the concerns of
businesses and the key competitive strengths and weakness in the
regional economy. Developing a targeted strategic plan will require
some further analysis including:

+

Regional assets and barriers to job creation. The results of the Mt.
Auburn survey of Seacoast manufacturers provide some information
on how businesses perceive the current business climate in the state
(sec Appendix H). Clearly, the most positive aspects of working in
the region involved the quality of life in the communities and its
workforce. On the nesadve side, firms were very concerned about
workers compensation, energy costs, and the overall environment
related to growth. As the next stage of analysis, the region needs to
look in more depth •t the assets and liabilities and understand the
implications for different types or industry.
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+ Regional resources. More work needs to be done to understand the
key economic resources in the community. For example. more
information is needed on the education and training infrastructure
and the technology infrastructure. Efforts should be made to
identify resources related to institutions of higher education
including the University of Southern Maine and the University of
New Hampshire.

+ Inventory all of .the industrial and commerc:lal space available for
development in the four towns and the development barriers
associated with the sites.
2.

Further research potential industrial opportunities in the region. From Mt.
Auburn•s preliminary work. we would suggest further research in the
following potential target industries. This work should identify
opportunities for development in the region and a very specific
implementation plan:

+ spacejsa telli tes;
+ advanced materials;
+ environmental technologies;

+ telecommunications;
+ natural resource-related development •• fishing and forestry;

+ tourism.
Imolementation Activities
I.

Initiate work on a enterprise development strategy. Given the interest of
laidmoff Shipyard workers in starting their own business. efforts
should be taken as soon as possible to put together an effective
entrepreneurial training program. This would require identifying the
appropriate resources in the region (i.e •• Coastal Enterprises) and
putting together a proposal to fund an actual enterprise development
center.
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2.

Initiate feasibility of developing a training/retraining center with the
Naval Yard. Efforts can be made to work with the training personnel
at the Shipyard to sec if their skills can be transferred to retraining
activities.

· 3.

Using the KEYS Coalition as a starting point, build a new regional
economic development effort in the jour towns. The KEYS Coalition
could be formalized and expanded to include representation from the
business community and the Naval Yard ~orkcrs. The Coalition could
oversee the economic development activities that evolve from the
stra tcgic planning effort.

4.

Initiate work with other communities in the region 011 a more regional
effort. The KEYS Coalition could start making contact with other
cities and towns in the Seacoast to build a coalition around some of its
activities that require broader support.

5.

l11itiate work with some local defense contractors/subcolltractors on
diversification work. Based upon Mt. Auburn's interviews with defense·
dependent firms, there might be some immediate opportunities for
working with local companies on efforts to develop new markets and
new products. The KEYS Coalition can act as a bridge between the
companies and other state and federal resources.
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APPENDIX A
JOBS & WAGES LOST
By Reduction or Closing of Portsmouth Naval Shipyard

DIRECT
WAGE
LOSS

..

.· ..':=:::;:.:·:::::::·:::·:;;.·;.;·:.;..

22

64
30
27
32
144

114
62
58
07
301

$1,618,4510
$5161,655
seoa
$51513,6151
$4,4851.534

INDIRECT
WAGE
LOSS
·.....:··:·· .
..
$145,6&4
$117,1751
$111,7851
$851,426
$404,058

1751

251

1511

35111

$6,732.001

$605,815

$4,1116,424

$12,264,371

Non-Maine

286

411

305

637

$11,11311.608

S8114,565

$7,258,8116

$11.0113.068

GRAND TOTAL

1100

116

640

1,336

$21,161,202

$1,1104,508

$15,464,026

$38,51 11,73&

120

DIRECT
JOBS

SCENARIOS

INDIRECT
JOBS
'···:..•

· Mav 1992 Lavoffs

•.;.:.

Kilterv
Eliot
York
S.Berwick
KEYS TOTAL

51

I

28

25
30
135

4
4

OtnerMaine

s

TOTAL
JOBS

INDUCED
JOBS
,•,.

no

.

INDUCED
WAGE
LOSS
... ; . : ..... ·.·
$1,111,5113
$707,4051
$083,075
$725,640
$3 278 707

$2,5148,137
$1.703,243
$1,054,234
11 .aoa,6a5
sa .112.21111

TOTAL
WAGE
LOSS

so

128
70
63
75
330

2&7
147
131
150
702

$3,776,477
$2.200.1114
$2,120 464
$2,318,444
S10,485,0611

$3311,883
$203,417
$1110,842
$208,060
$1143,710

.. ,:·:··.·
$2,757,1161
$1.650,620
$1,641,575
$1,6113,100
$7 657 084

$6,874,321
$4,114,231
$3,859,881
$4,220,264
$111.087,0153

4151

67

447

1133

$15,708.142

$1,413,733

$11,471,050

$28,5113,531

Non-Maine

007

107

712

1.480

$23,513,700

$2,110.233

$17,172,055

$42,801 ,5188

GRAND TOTAL

1,400

224

1,4514

3,118

$411,707,510

$4,473,070

$30,301 ,3515

$90,482,580

...

ae

1218
668

.. ::·

DOWNSIZING
Kltlet'V
Eliot
York
S.Berwick
KEYS TOTAL

ee

111
11

511
70
315

Other Maine

· FULL·CLOSURE
Kiltef¥
Eliot
York
S.Berwick
KEYS TOTAL

...

"

11

...

··.·:··· '

..

;.,

713
3.207

$18,812,583
$11171,6112
$10,4411,883
$11,41111,000
$511186,287

$1,0113,132
$1,006,082
$1140,4851
$1,034,1110
$4,678,7015

....;:··: .. ··::
$13,738,8251
$8,163,75111
$7,031,550
$8,3117,720
$371105,585

$34,244,545
$20,348,573
$111,021,1122
$20,1131,1130
$114.1130 038

2,043

4.203

$771113 0311

$6,1147,374

$50,374 070

$140,514 4811

488

3,253

6,7811

$110,003.007

$10,445,671

$84,760,814

$21 1 ,20D ,4112

1,024

6,830

14.264

$245.242,333

$22.071,810

$1711100,476

$440 414,0111

. ·····

·,·

647
300
271
320
1,440

48
43
51
230

584
320
2811
342
1,537

Other Maine

11114

300

Non-Maine

3,048

GRAND TOTAL

6,400

NOli.:~ 1M)' WI)'

;.•.•·:,.

004

..

.::;·: .. .'.·. ·..

1101 Clalllund.

..

buecl-aM

oi -""*' _..

•liloi'IIY duiiii:II'IJUftlilllll,

WAGELOS.WK1

98
Mt. Auburn Asaoclatu
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POTENTIAl STATE & LOCAL FISCAL IMPACTS ON REVENUES
By Downsizing or Closing of Portsmouth Naval Shipyard

IMPACT ON STATE
_
INCOMETAXES
Potential State Ascallmpacts

SCENARIOS

Town AoD«IY
· ·· Tax at RISk

Resul6ng from loss of

IMPACT ON LOCAL PROPERTY TAXES
Tax Risk as
Tax Risk as% of
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APPENDIX H
SEACOAST MANUFACTURER'S SURVEY
1992 (N=42)

Business Perceptions of Economic Environment In Southern Main..
Positive

Neutral

Negative

Quality of Ufe

11.8%

15.8%

2.0%

Highway Access

71.1%

13.2%

10.5%

Productivity of Labor

01.5%

21.2%

8.1%

Skills of Workforce

85.:1%

~.2%

5.:1%

Access to Suppliers

47.4%

38.8%

13.2%

Access to Higher Ed.

47.4%

31.0%

10.5%

Coat of Labor

44.7%

34.2%

13.2%

Availability of Land/Bidgs.

38.8%

38.8%

13.2%

Acceu to Markets

311.1%

44.7%

13.2%

Air Transportation

31.8%

:u.e%

15.8%

Utilities

28.3%

:11.1%

:18.8%

Availability of Bank Loans

24.3%

21.8%

:17.8%

Income Taxes

21.1%

21.1%

11.4%

Zoning

21.1%

44.7%

15.1%

Sales Taxes.

11.8%

:17.8%

27.0%

Housing Costa

11.4%

15.3%

11.4%

Business Taxea ·

1:1.5%

40.5%

:17.8%

Economic Development Reaourct

1:1B

41.1%

11..7%

Awdlablllty of Rlak Capital

,,_,..,

.oo.m

:n.cm

Rail Service

7ft

11.1 ...

11.4%

Proparty Tuoa

I.W.

31.1'K.

80.5'1!.

2.8%

15.3%

02.1%

Worker's Com~:~
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1. EXECUTIVE SUMMARY
Introduction
As a part of the State Planning Office's (SPO) effort to analyze defense dependency in
the state, the Office contracted with organizations in the York County area, in the
greater Bath-Brunswick area, and in the Lewiston-Auburn area. SPO contracted with
Capital Coastal Council of Governments (CCCOG) in the Bath-Brunswick area to
conduct the regional defense dependency analysis. CCCOG started their work in
Aprill992. This report summarizes the results of that analysis at the regional level.
Defense activities dominate the· economy-·in.. the· greater Bath, Brunswick and
Topsham area. Brunswick Naval Air Station (BNAS), located in Brunswick, employs
approximately 800 civilians and has approximately 3,200 military personnel assigned to
the base. The majority of those individuals reside in the Bath-Brunswick Labor Market
Area (BBLMA). (The Bath-Brunswick Labor Market Area is defined in Appendix A.) Bath
Iron Works (BIW), the largest employer in the State of Maine, has Its main facility and
corporate headquarters in Bath. BIW employs over 9,000 in the Bath-Brunswick Labor
Market Area; over half of those workers live in the BBLMA.
The payroll for BIW equals over $295,500,000 (1991 figures), while the company does
Sl83AOO,OOO in contracts with Maine firms (FY 1992). BNAS has a total payroll of
$78,000,000 ($18M .clvilian.payroll;, $60M .military payroll in 1990-91 figures) and does
over $44,700,000 in contracts with Maine firms.
While decisions at the national level will probably lead to continued defense
reductions that will adversely impact the Bath-Brunswick Labor Market Area, the
businesses and the municipalities within this area must begin to look ~t economic
diversification and conversion ~ in order to ameliorate these negative impacts.
This report attempts to assess the nature of the defense dependency at the regional
level and includes strategic recommendations to address the potential disruption in
the economy and the dislocation of workers.

Goal
The longmterm recommendation for the Bath-Brunswick-Topsham area can be stated
simply: The area needs to have the development strategy and infrastructure In place
to attract new business and to retain and expand existing business to minimize the
impact of the proposed and pending defense cuts.
Currently. neither the resources nor the Institutions are in place to position the region
to pro-actively encourage economic diversification. The strategic recommendations
CCCOG
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outlined below require the commitment of capital investment on the part of the
municipalities. the state and the federal government at a time when capital
expenditures are being reduced. not expanded. If the area is successful in
implementing these strategies. It will be positioned to be pro-active prior to any
reduction/elimination of BNAS and/or BIW.

Economic And Community Development Issues
As this report demonstrates the Bath-Brunswick Labor Market Area (BBLMA) is heavily
dependent upon the defense industry. The area's two largest employers are
Brunswick Naval Air Station (BNAS) and Bath Iron Works (BIW). The economic base
beyond these two employers is predominantly retail and seNices..
Therefore, the loss or reduction of BNAS and/ or BIW will have a disproportionate
impact on the area. In addition, the increased demand for community and municipal
seNices will occur precisely at a time when the funding support for seNices is severely
limited. Given this, what steps can be taken to ameliorate the impacts of a potential
shut-down or reduction?
The area identified in this analysis has historically not been seNed by the traditional
community and economic development mechanisms that exist in other regions in the
state. The region is not covered by any Economic Development District (as defined
and authorized by the federaL Economic. Development Administration).
This has
meant that the municipalities in the area have been unable to access EDA's Public
Works funds that support major development infrastructure initiatives, such as airport
expansions, Industrial development parks, etc. as well as targeted programs that seNe
an area when a "Sudden and Severe Economic Dislocation" (SSED) occurs.
Although business membership and community civic groups have organized to work
on economic conversion and development issues (the Topsham Economic
Development Committee, the Brunswick Economic Conversion Task Force, the Bath
Economic Development Task Force), the area has no multi-municipal or regional
development corporation whose primary function is to develop a strategy to retain
and expand businesses in the area as well as to promote the area to businesses
outside the region and the state. Nor does the region have access to the resources
of a Metropolitan Planning Organization for transportation planning issues, which are
critical underpinnings for any development activities in a region.
The lack of an overall economic and community development strategy and
organization was not a particular issue during the "boom" years of the 1980's.
However, since the recession in late 1989-90 and with the impending defense cuts
looming, the lack of a cohesive economic and community development strategy
and entity has arisen as a much greater concern.
Page 2
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A major assumption of this report Is that the area's best response to potential defense
cuts Is to diversify Its economic base as significantly as possible QtlQr to major defense
cuts occurring. Given the fact that BIW has work at approximately Its current level of
production until 1997 and that BNAS may be on the base closing list In 1993 or In 1995.
the region has between two and five years to be pro-active on Its own behalf.

Priorities
CCCOG worked with an Oversight Committee throughout the development of this
report. (See Appendix B. for membership Jist.) The Committee saw several of the
recommendations outlined In the Strategy Recommendations section (sea Page 125)
as priorities. (A flow-chart outlining the· process to implement these priorities Is
Included below.)
These priorities are summarized as follows:
1. Establish an Interim Development Committee, modeled on the Oversight
Committee, with representation from the public and private sectors from Bath,
Brunswick and Topsham. The Interim Development Committee would have the
responsibility for: (a) working with the State's Defense Task Force; and (b) for
Implementing the recommendations outlined In this report.
CNOTE: Two of the
representatives from the existing Oversight Committee have been appointed to the
State Task Force: Wanda Plummer, Brunswick Chamber Director, and David Gleason,
Gleason Real Estate In Brunswick and Chair of the Brunswick Economic Conversion
Task Force.) The Interim Development Committee would need at least one full-time
staff person, Initially funded by EDA pass-through funds to SPO and then to the
CommiHee;
2. The Interim Development Committee would develop a long-term development
strategy· for the area. This development strategy would provide the context within
which services (business finance and counseling. development planning, business
technical assistance such as marketing, and municipal Infrastructure projects to
&upport business development) would be provided to municipalities and businesses for
economic diversification within the area; and,
3. The Interim Development Committee would work to ensure the designation of the
area as an Economic Development District. under the Economic Development
Administration. and the creation of a multi-municipal development corporation. The
creation of the corporation and the designation of a district would provide the
resources (staffing and funding) to Implement the long-term development strategy.
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While the Oversight Committee established these three Items as priorities, It must be
emphasized that all of the recommendations, outlined In Section 4, ore critical to the
area's successful response to defense reductions and to the goal of economic
diversification. The human capital Issues and recommendations, as well as the other
community and economic development recommendations, ore all port of o
comprehensive effort to prepare the area for continued economic well-being.
FLOW-CHART
INTERIM DEVELOPMENT COMMITTEE~
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STAFF

$
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BRUNSWfCK

TO

HAM

(PUBLIC/PRIVATE REPRESENTATIVES)~ (PUBLIC/PRIVATE REPRESENTATIVES)~ (PUBLIC/PRIVATE REPRESENTATIVES)
SPECIFIC PROJECTS
SPECIFIC PROJECTS
SPECIFIC PROJECTS

LONG-TER~
DEV

STRATEGY

/

OPMENT CORP'J'RATION AND DISTRICT

Conclusion
Finally, this report focuses primarily on the public sector Initiatives that can Impact the
economy. The assumptions behind this focus are two-fold: first, It Is the public sector
(e.g. the Department of Defense) .which-In· large part has generated the contracts
which now are being reduced. And, In response to the disruption of local and
regional economies due to defense reductions, It Is the public sector that will be
dedicating funds to avert or ameliorate these economic disruptions; and, second,
while business drives the economy, the public sector can Impact the business
environment with Its policies and programs. This report assumes that. the public sector
can develop policies and programs· which can enhance the business environment -allowing businesses to relocate, to grow, and to diversify.
Therefore, the references to the private sector (business and Industry) are Indirect. The
strategy recommendations are all targeted to enhancing the economy through
public sector approaches to business growth and diversification. Recommendations
for education and training, for example, focus on the systems which provide those
services with the full knowledge that the Individuals whose skills are Improved then go
to work In the private sector. Recommendations for development activities also
assume that If the necessary and relevant public Infrastructure (roads, sewer, water,
etc.) Is In place, businesses are more likely to view an area positively.
No one Initiative will "solve· the defense dependency problem In this area; many
coordinated activities can go a long way to making the Bath-Brunswick-Topsham
area o good place to live and work now and In the foreseeable future.
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2. DEFENSE DEPENDENCY IN MAINE: A STATE PERSPECTIVE
(NOTE: This report, produced by CCCOG for tha Bath-Brunswick-Topsham araa, was davalopad as a
part of tha state Planning Office's stata-wlda dafansa dapandancy analysis. Included In this section
ora portions of SPO's Interim Report ralaasad In March 1992,· lhasa excerpts provide a stata-wlda
. context for tha discussion of dafansa dapandancy In tha graatar Bath-Brunswick-Topsham araa.
Employmant at BNAS and BIW continues to daclina.· thus, tha numbers reported In tha SPO Interim
Report of March 1992 ora slightly hlghar than In tha CCCOG report.)

Introduction
In July of 1990, recognizing the prominence of defense activities In Maine and
anticipating the potential effects of defense spending cuts, Governor John R.
McKernan, Jr. established by Executive Order, the Governor's Task Force on Defense
and the Maine Economy. Governor McKernan Initiated the Task Force to develop a
strategy to guide Maine's private and public sector efforts to cope with the potential
dislocations, and capitalize on the opportunities associated with reduced defense
spending In Maine. Such an effort was designed to help Maine workers. businesses
and communities to butter the economic consequences of shrinking defense
spending. (The 115th legislature Institutionalized this effort by creating the Task Force
on Defense Realignment and the Economy, which will report to the legislature on an
annual basis. SPO Is providing the staff support for both initiatives.)
(The State Planning Office Issued a report In March 1992 that) presented the
preliminary findings of the Governor's Task Force and outlined a strategy to reduce
Maine's defense-dependency.
Defense-related enterprises In Maine span the
spectrum of defense activities and stretch across the breadth of the State. They
Include military Installations such as Portsmouth Naval Shipyard and Brunswick Naval
Air Station In southern Maine, and loring Air Force Base In rural northern Maine, as well
as a number of smaller Installations. They Include a number of private firms which are
largely .dependent upon primary or secondary defense contracts. Including Bath Iron
Works (Maine's largest private employer), Saco Defense and others. Hundreds of
Maine businesses and thousands of jobs serve these defense facilities. contractors and
their employees as suppliers, subcontractors, retailers and service providers.
Maine communities, businesses and workers have already felt the harmful effects of
reductions In defense spending. loring Air Force Base has been slated tor closure by
the middle of 1994. Pease Air Force Base In neighboring New Hampshire closed In
. 1991. Portsmouth Naval Shipyard In Kittery Maine eliminated 1.400 jobs In 1991 and will
reduce Its workforce by an additlonal600 In early 1992. Bath Iron Works Is In the midst
of a reduction In employment of up to 2,500 prompted by a reduction In the naval
shipbuilding program. The Over-the-Horizon Backscatter radar Installation In Bangor
has been reduced from an active force of 530 to a skeleton crew of 40, and several
other Maine firms have lost jobs to defense spending reductions.
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Summary of Findings
A significant share of Maine's economy Is defense dependent.
Defel')se dollars support some level of activity In virtually every part of Maine. While
defense-related activity In Maine Is widespread, It Is most concentrated In three
regions--York County (Portsmouth Naval Shipyard, Pease Air Force Base, Saco
Defense, Fiber Materials, Inc.), Bath-Brunswick (Bath Iron Works and Brunswick Naval Air
Station), and Central Aroostook County (Loring Air Force Base). In addition, a number
of smaller military Installations and primary and secondary defense suppliers are
scattered around the State.
The Bath/Brunswick area hosts not only Bath Iron Works, Maine's largest employer, at
11 ,400 workers (state-wide), but Is also the locale of Brunswick Naval Air Station,
employing over 900 civilian and 3,300 military personnel. These two defense facilities,
located within several miles of each other, support nearly $700 million In earnings. This
represents 3% of all Maine Income, and more than one-half of all Maine
·defense-dependent earnings.
Maine's defense-dependent employment Is concentrated In shipbuilding and related
enterprises.
Maine's two biggest defense-related enterprises, from an economic perspective, are
Bath Iron Works and Portsmouth NovarShlpyard. Combined they provide some 15,000
Maine residents with some of the highest paid employment In the State.
Consequently, the State's defense dependency Is concentrated In shipbuilding and
related activities. In an environment of defense cut-backs and with the dominance of
small and medium-sized firms, Maine's economy will be hard pressed to replace a
significant number of shipbuilding jobs .lost to defense cuts, with jobs of similar skill types
or wage levels. The remainder of Maine's defense-dependent jobs are distributed
across Industries ranging from machinery, metal products and electronics to retail and
wholesale trade, medical services and construction.
Defense reductions have already had an Impact on Maine and future reductions will
pose significant challenge to Maine businesses, workers and communities.
Many Maine workers and communities have already been adversely affected by
cutbacks In defense spending. Twenty-five percent of the job losses associated with
the closure of Pease Air Force Base In 1992 were felt In Southern York County.
Brunswick Naval Air Station has recently reduced Its military personnel by 300. The U.S.
Air Force has essentially shut down the Over-the-Horizon Backscatter Radar Facility at
Bangor, eliminating nearly 500 jobs In the Bangor area.
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Even larger reductions face Maine employers and workers In the next several months
and years. Bath Iron Works continues an announced work force reduction totaling
The Portsmouth Naval Shipyard has Implemented a
2,500 through mld-1992.
reduction-In-force that will reduce Its 8,000 person work force by 1,500 by April of 1992.
Finally, Loring Air Force Base has been slated for closure by September 1994, taking
·With It 8,500 jobs In Aroostook County.
By the end of 1991, Maine had lost 5,000 jobs added by the defense build up. This is
accounted for by the loss of 2,500 jobs at BIW since 1990 and losses at other defense
contractors. In addition to the losses associated with the build-up, Maine has lost
another 2,000 direct and Indirect defense jobs associated with downsizing of military
facilities. By 1994, with tha.closure of Lorlng.AfB,.Malne will have lost 20% of Its peak
defense-dependent employment of 63,000 In 1989.
In the present economic environment any Job losses associated with defense cuts are
difficult. It not Impossible to absorb. Over the longer term, the Maine economy will be
able to absorb modest defense cuts. However. significant reductions In any one of
Maine's major defense enterprises will Impose a severe burden on the State's
economy.
These job losses, painful at any time, come In the midst of a State and regional
economic downturn. Since 1989, the Maine economy has experienced a steady
decline In employment across all sectors. Between 1989 and 1991 the State's
unemployment rate has nearly doubled as 33,000 jobs have been lost. Employment
conditions In neighboring New England states are even more severe. Current
forecasts Indicate that Maine will not recoup these losses before 1995.
Over the longer term, economic growth In Maine Is expected to resume at a pace
much slower than was experienced In the decade of the 1980's. In this environment.
additional large and/or precipitous cutbacks at any of Maine's larger private or public
defense facilities will place Maine's long-term economic health at serious risk. Maine
firms have begun to take steps to broaden their market base beyond defense-related
customers.
Some Maine communities have begun the process of responding to defense
reductions.
In response to current or potential defense spending cuts, citizens In soma Maine
communities have begun the process of planning for defense realignment. Eliot.
Kittery, York and South Berwick have established the KEYES Coalition to respond to the
closure and reuse of Pease Air Force Base In nearby Newington/Portsmouth. New
Hampshire. The Brunswick Area Conversion Task Force has begun to examine the
potential joint use and/or reuse of Brunswick Naval Air Station. Business people In the
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Blddeford-Saco area have begun to strateglze a response to declining defense
contracts to area businesses. Individuals In the mid-coast area have taken the
Initiative to examine defense Issues and their Implications for their regional economy,
and the Maine Peace Economy Project Is working to help communities and businesses
across the state to recognize their defense dependency and work to reduce It.
The communities around loring Air Force Base have joined with the County and State
governments to create the loring Readjustment Committee. This group will develop
reuse options for loring upon Its closure In 1994 and negotiate the terms of transfer of
the facilities at loring to civilian use.
The Governor's Defense Task Force, through Its EDA Title IX grant, Is supporting
multi-jurisdictional defense planning efforts In York County, the Bath/Brunswick region
and the Androscoggin Valley region.
The nature of defense realignment over the next few years may offer some
opportunities for Maine.
While their negative Impacts will be severe for several years, some aspects of defense
realignment offer some opportunities for the Maine economy. Reductions In the
number of armed forces personnel will accelerate the re-patriation of workers to the
Maine labor force with excellent training and G.l. Bill benefits. Federal commitment to
cleaning up environmental hazards at closing military bases offers an opportunity to
expand Maine's environmental Industries and redirect the skills of Maine's suffering
construction Industries. Finally, the potential and real Impacts of defense cuts has
begun to serve as a catalyst for Joint community development Initiatives among
Maine towns and an Impetus for new product and market development for Maine's
firms.
The State of Maine can adopt an array of strategies to address the challenges and
opportunities associated with defense realignment.
A comprehensive State strategy should help communities build development
capacity, maximize the possibility of re-employment of defense-dependent workers,
and assist Maine firms reduce their defense dependency.
The Governor's Defense Task Force will develop program proposals designed to
encourage and assist development capacity building In at-risk regions.
Such
programs could Incorporate multi-Jurisdictional community and economic
development planning; assist In Identifying economic development Infrastructure
needs, and avenues of assistance; and facilitate contingency DOD facility re-use
planning.
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Strategies to maximize the possibility of re-employment of at-risk workers In advance of
actual cut-backs must recognize that most at-risk workers have relatively high level of
skills and education. Thus, they will need either a new employer In a similar Industry,
the ability to start their own business, or the ability to move Into a new occupation with
comparable pay. Such strategies should be designed to broaden the educational
·level of at-risk workers; encourage and assist the expansion of Maine firms utilizing the
skills of ·defense-dependent workers, and the seNices of other defense-dependent
firms.
Finally, harmful Impacts of defense cutbacks can be best mitigated by helping Maine
firms reduce their reliance on military spending. The Task Force will examine ways to
tailor existing programs to· address the special needs of defense-dependent firms. In
addition, new mechanisms will be explored to help Maine firms acquire the
technology, training and financing required to undertake effective conversion
strategies.
Maine·~

Defense Dependency

During the 1980's, the flow of federal defense-related dollars became an Increasingly
Important component of the Maine economy. In fact, direct Defense Department
spending In Maine rose from only 3% of gross state product in the early 1970's
(averaging S146 million annually), to nearly 7% by the end of the 1980's (an average
of nearly S1 billion per year) .. VIrtually all of . this growth, 81%, Is attributable to defense
procurement, of which Bath Iron Works has accounted for over 90% (see Figure 1).
Gauging the contribution of defense spending to the Maine economy Is a complex
task. A traditional Input/output approach to economic Impact analysis (estimating
the direct and Indirect jobs needed to fulfill a given level of defense demand)
suggests that 62,885 jobs and S1.3 billion In earnings In Maine were directly or Indirectly
supported by defense-related activities In 1989. By this measure, fully 8% of all Maine
jobs and 10% of total earnings are dependent, either directly or Indirectly, upon
meeting the defense needs of the United States. The larger share attributable to
defense-related earnings In Maine reflects the relatively high wages provided many
defense-dependent workers In the State.
(Table 1 offers an estimate of the
employment and earnings contributions of defense spending In Maine at Its peak In
1989.)
In fact these estimates under-represent the level of economic activity In Moina
supported by defense spending. Each of the major defense facilities are the
predominant factor In Maine's relatively small and fragile rural
economies.
Consequently, their loss would not only eliminate the majority of well-paying jobs In
their regions, but would undermine the critical mass of the regional economies they
support. (See Table 2.)
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DEFENSE SPENDING IN MAINE
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Source: Moine State Planning Office

FIGURE 1
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TABLE 1
ECONOMIC IMPACT OF DEFENSE SPENDING IN MAINE: 1989
(Source: Maine State Planning Office)
FACILITY·
BRUNSWICK NAS
LORING AFB
PORTSMOUTH NSVI
NATIONAL GUARD"
OTHER DoD
BIW
OJHR PRIY FIRMS

DIRECT EMPLOYMENT
CIVILIAN
MILITARY

INDIRECT
fMPLOYMENI

900
900
8,000
525
300
11,400

3,000
3,300

1,700
3,600
3,300
885
.1,6l0.
7,700

..J.8Wl

____Q

~

15,000

22,060

TOTAL
25,825
Percent of Maine Total

••

3,900
4,800

••

EARNINGS
TOTAL

JM1U

5,600
7,800
11,300
5,440
6,710
19,100
7,065

$ 160
$ 168
$206
$ 86
$ 138
$ 524
$ 166

62,885
8%

$1,307
10%

I 4,500 Maine re51dents. Earnings exclude those of non-Maine workers.
• 300 full-time, 3,600 part-time.
•• Military Included under Other DoD.

TABLE 2
RECENT AND IMPENDING DIRECT DEFENSE-RELATED JOB LOSSES (AS OF 11/91)
(Source: Maine State Planning Office)
Military Jobs

Activity.
BtW
Loring AFB
Portsmouth NSY
National Semiconductor
Fiber Materials, Inc.
Digital
Saco Defense
OTH-B
Brunswick NAS
Mid-State Mgchlne

Civilian Jobs
2,500 (by mld-'92)
1,ooo (by Sept. '94)
600 · (by March '92)
200
150
100
100
70
50
_Jfl

TOTAL

4,750
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3,300 (by Sept. '94)

300
310
__j}
3,910

Page 11

Maine's long tradition of participating In this nation's defense has been based largely
upon Its coastal locations and Its reputation for shipbuilding. In fact, shipbuilder Bath
Iron Works, Portsmouth Naval Shipyard, Brunswick Naval Air Station and Loring Air Force
Base account for 26,000 defense jobs, representing over 64% of all the direct defense
employment In Maine. Maine has also been home to a small but growing number of
largely high-technology defense-related firms. Figure 2 displays the location of military
facilities and defense contractors In Maine. Tables 3 and 4 Identify selected Defense
Department prime contractors In Maine and principal military facilities.

TABLE 3
SELECTED DEFENSE PRIME CONTRACTORS IN MAINE
(Source: Maine State Planning Office)
COMPANY

LOCATION

TYPICAL ANNUAL CONTRACT

Bath Iron Works
Saco Defense
Fiber Materials, Inc.
Howell Laboratories
E.C. Jordan
H.E. Sargent
Frank J. O'Hara
Andrew Crowe & Sons
Mid-State Machine

Bath
Saco
Biddeford
Bridgton
Brunswick
OldTown
Rockland
Warren
Winslow

$730 million
$ 35 million
$ 30 million
$ 7.9 million
$ 5.3 million
$ 4.2 million
$ 2.4 million
$ 1. 9 million
$ 0.5 million

TABLE 4
PRINCIPAL MILITARY INSTALLATIONS IN MAINE
(Source: Maine State Planning Office)

FACILITY

LOCATION

ANNUAL SPENDING

Portsmouth Naval Shipyard
loring Air Force Base
Brunswick Naval Air Station
Maine Air National Guard

Kittery
Limestone
Brunswick
Bangor

$ 170 Million •
$ 130 Million
$ 108 Million
$ 33 Million

• Estimate of amount spent In Maine. Total spending In 1989 was $357 million.
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SELECTRI> URFENSR-RRI.ATRU

FACILITIES IN MAINE 1990
(estimated civilian em1J1oymcnt)

0

0

Military Installation
Civilian facility

Naval Security & Communications Groups

ron Works (II ,500)
Bmnswick Naval Air Station (900)
Bath Iron Works Repair facility (under I ,000)
Saco Defense ( 800)
ribcr Materials Inc. (500)
Pratt &. Whitney (300)
Kittery-Portsmouth Naval Shipyard(4,500)

Source: Maine Stale Planning Office. 1990.

FIGURE 2
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By varying degrees, Maine's economic defense dependency cuts across all Maine
Industries. However, the State's direct dependency Is concentrated In a small
number of facilities and firms, and three regions of the State. In fact, 17,700 or nearly
80% of all direct defense-related civilian jobs are with BIW, Loring AFB, NAS Brunswick
and Portsmouth Naval Shipyard.
However, these represent only 42% of all
defense-dependent jobs. The majority of Maine's defense-dependent jobs are spread
among a large number of businesses that seNe both civilian and military-related
markets.
Not surprisingly, the geographic concentration of Maine's defense dependency Is In
the three regions of the State that host large defense establishments. The
Bath-Brunswick Region Is host to both Bath Iron Works and Brunswick Naval Air Station.
These two facilities alone support over $1 billion in earnings, fully 8% of the State total.
In fact, significant economic Impacts of BIW extend west Into Androscoggin County
and south Into Cumberland County.
The local and regional Impact of defense spending reductions will be very substantial.
In a state dominated by small and medium-sized businesses, defense related activities
become the principal economic actor In each of the regions in which they are
located. Moreover, the diversity of Maine's defense-dependency suggests that some,
if not all, segments of Its defense economy is likely to be affected by the restructuring
of national spending priorities for several years.
The Capacity of the Maine Economy to Absorb Reductions In Defense Spending
While Maine has long hosted significant defense activity, the defense build-up of the
1980's added additional jobs to the Maine economy. Direct and Indirect jobs
associated with the military build up totaled 18,000 by 1989. Most were associated
with the naval build up supported by Bath Iron Works. This largest of Maine employers .
added 7,400 jobs during the 1980's. Additional jobs were created at prime and
secondary defense contractors, largely In southern Maine.
By the end of 1991, Maine lost 5,000 jobs added by the defense build up. This Is
accounted for by the loss of 2,000 jobs at BIW, since 1990, and losses at other defense
contractors. In addition to the losses associated with the build-up, Maine has lost
another 2,000 direct and Indirect defense jobs associated with downsizing of military
facilities. By 1994, with the closure of Loring AFB, Maine will have lost 20% of Its peak
defense-dependent employment of 63,000 In 1989.
Unfortunately, defense cutbacks ore not the only negative forces Impinging upon the
Moine economy today.
The demographic surge that fueled rapid household
formation, consumer spending and strong job growth In the last decode has slowed,
and will continue to do so over the next ten years. The New England economic
renaissance driven by the defense build-up and the computer and finance Industries
Page 14
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has dissolved Into a quagmire of business declines and over-built real estate. Thus, In
addition to the reversal of the defense build-up, Maine Is experiencing the end of a
construction and retail boom, as Illustrated In Figure 3. A national recession has further
exacerbated regional weakness, and recovery Is expected to be exceptionally slow.
Consequently, defense cuts are hitting Maine In the midst of Its worse economic
·downturn since the early 1980's, a downturn that Is unlikely to be followed by vibrant
recovery.
It will be exceptionally difficult for the Maine economy to replace defense-dependent
jobs. During 1990 and 1991 Maine employment will have declined by 6%. Most recent
job losses have been In construction, manufacturing and retail trade. Defense
cutbacks have also contrlbuted·to thls·weakenlng In Maine's employment levels. By
early 1992, over 4,000 Maine defense-related jobs will have been lost to spending cuts
(about half of these will have come from BIW).
Despite current economic difficulties, the Maine economy has experienced a
qualitative Improvement over the last 15 years. The economy that Is carrying Maine
Into the 1990's, Is the culmination of a fundamental restructuring of the State's
Industrial base. This transformation has been characterized by the formation of new
manufacturing Industries, as well as the revitalization of some of Maine's traditional
Industries. Maine's service sector, too, has gradually moved from a supplier of basic
essentials to an array of activities servicing businesses and consumers In and outside
the State.
Economic growth In Maine during the 1990's Is expected to be more moderate than
that experienced during the 1980's. The State Planning Office (SPO) predicts that over
the decade, job growth In Maine will slow to an average of about 1% per year, down
from the 2.6% annual growth experienced during the 1980's. Significant additional
defense cutbacks In Maine, such as the closure · of another major facility, could
dramatically alter even this modest growth forecast.
Beyond their statewide effects, the Impact of defense spending cuts on Individual
workers, firms and communities will be severe. Like past Industrial restructuring, the shift
away from defense will be painful. The nature of job growth In Maine over the next
several years will not necessarily occur In the occupations or locations held by current
defense-dependent workers. Communities dependent upon defense workers, firms
and facilities will be hard pressed to replace the tax base and level of service
presently supported by defense spending. Firms that have long relied on the steady
flow of defense dollars will find themselves seeking new customers In an Increasingly
competitive market place.
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ANATOMY OF THE 1983-89 BOOM
COMPONENTS OF MAINE EMPLOYMENT GROWTH
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1. . "BASE" GROWTH BEl CONSTR. BOOM CJ DEFENSE BOOM [=:! RETAIL BOOM
I
Source: Maine State Planning Office

FIGURE J
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3. ECONOMIC OVERVIEW

(FOR THE BATH-BRUNSWICK LABOR MARKET AREA)

A. Introduction
.The Bath-Brunswick-Topsham region saw a tremendous Increase In Its labor force
during the 1980's. The driving force behind this growth was Bath !ron Works (BIW).
BIW's employment climbed from 5,800, the 1980 annual average, to peak of 11,923 In
June 1990. The 1980's were also a decade of Increased tourist activity in the state and
a time of major construction, especially new housing starts. The labor force for the
Bath-Brunswick Labor Market Area (BBLMA) Increased by 9.443 employees between
1979 and 1989 (from 22,725 to 32,168). ·The majority of that Increase Is attributable to
Increased BIW employment and other defense related contracts.
The total population of the BBLMA grew by 20% during the 1980's, as compared to
9.1% for the state during this period. The fifteen municipalities of the BBLMA also
experienced significant population growth as Indicated by the large number of these
towns that were Involved In the first two rounds of the growth management planning
process.
Many of these municipalities Increased their facilities and services In response to
citizen demand and state mandated requirements.
The population of these
municipalities must now maintain these new services through taxes and user fees
(tipping fees, etc.).
The BBLMA Is driven by BIW, a large manufacturing company that Is also the major
defense contractor In the state. Analysis of the BIW contribution to this economy
Indicates that the basic raw materials and major components are Imported from out
of the state. BIW Is able to fabricate the majority of Its other manufacturing needs in
BIW facUlties.
Total contract awards from BIW to businesses In the state totals $183,400,000 (In 1991).
The BIW payroll represents an annual Injection Into the state of $295,500,000. The
employment payroll represents the major dependence factor to the BBLMA and the
State of Maine, although the Impact of Its direct contracts with other Maine businesses
should not be underestimated.
The estimated share of BIW's contract activity with other businesses In the BBLMA Is
$18,600,000 (approximately 10% of BIW's total contract activity In the state). Again,
the biggest direct Impact to the LMA will be the lost wages (estimated at over $1 02
million In the LMA) and the Indirect Impact to the secondary and tertiary economies
that are driven by these wages.
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Brunswick Naval Air Station affects the LMA primarily through the payroll ($78,000,000)
from both the civilian employees and the military personnel. The contracts coming
out of BNAS In FY 1992 equaled $44,700,000 and though smaller than BIW's annual
contract activities ( $183,400 ,000) are still significant to the state and the LMA
economy. Other contracts coming directly from the Department of Defense (DOD)
Into the LMA also affect the economy.
B. General Demographic Trends

The Bath-Brunswick labor Market Area (BBLMA) grew by 20% between 1980 and 1990
(adding 10,993 new residents), while Maine had a growth rate for the same period of
only 9.1% and the U.S. averaged nearly 10%.
The growth rates for the Individual municipalities for the 1980 to 1990 period ranged
from a low of -4% for the City of Bath to a high of 63% for Arrowslc. The median
municipal growth rate was 24% for Georgetown and the mode was 35% for Bowdoin
and Topsham.
The average population In both the BBLMA and Maine Is older than that of the U.S.
The national trend shows the population aging In the past two decades, and both the
state and theLMA reflect this trend. The median age In the U.S. Increased from 30.0
years In 1979 to 32.6 In 1989. In Maine, the median age Increased from 30.4 to 33.9
years, and In the BBLMA from 30.2 to 33.9 years, between 1980 and 1990, respectively.
The median age within the Individual municipalities (within BBLMA), based on the 1990
U.S. Census, ranged from a low of 30.6 years for Bowdoin to a high of 37.9 years for
Harpswell.

C. Employment
A major Indicator of growth In the BBLMA has been the Increase In the labor force.
The number of residents In the civilian labor force for the BBLMA Increased from 22,725
In 1979 to 32, 168 In 1989. This represents a 41% Increase In the civilian work force, as
compared to a 20% Increase In population.
A major portion of this LMA's labor force Is employed by BIW. BIW has Increased
employment from an annual average In 1980 of 5,817 to a peak of 11 ,9231n 1990. An
additional historic note: the average BIW employment during the 1970's was 3,661.
The present employment levels are being reduced to an anticipated total of 8,500 In
the next few years. While all of these workers don't live In the LMA, the vast majority
work In the LMA (with the exception of a comparatively small portion working In
Portland and other areas). Almost 4,000 employees do live within thelMA. Therefore
BIW Is the major employment driver for this lMA.
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Another major portion of the labor force Is working at BNAS. Though the military
personnel (3,200) are not counted In the overall work force, they do represent an 9.7%
equivalent share of the civilian labor force. They do make significant contributions to
the secondary and tertiary economies of the LMA The civilian work force of BNAS
(800) represents 2.4% of the LMA labor force, with over 500 of the total civilian work
·force living in the LMA.
The BBLMA unemployment rate has been low as compared to surrounding Labor
Market Areas' unemployment rates In the last five years ( 1988 to the present). The
recession has brought the unemployment rate closer to the Boothbay
Harbor-Wiscasset and Portland MSA Labor Market Areas and the state as a whole.
(This represents a shift from a 3.8% unemployment level. statewide in 1988 to a 7.5%
level in 1991, with the corresponding unemployment level for the Bath-Brunswick LMA
of 2.4% In 1988 to 5.3% In 1991).
The potential unemployment contribution from BIW and BNAS Indicates the
significance of the LMA's dependence on these facilities. The BIW employment
working In the BBLMA (9 ,097) represents 28°k of the LMA work force, and the port jon of
BIW employment living within theLMA (3,958) represents 12% of the total work force.
BNAS employs 789 civilians and has 3,184 military personnel assigned to the base. Of
those totals, 540 civilians and 2,708 military personnel live within the BBLMA. The
civilian work force represents 2.5% of theLMA work force, and l.7°k of the LMA work
force living within the LMA. The total military employment represents an equivalent to
9.9"k of theLMA work force.

D. Income and Poverty
The residents of the BBLMA as a whole generally had a higher per capita Income than
that of the state in both the .1980 and . 1990-Census.
Median household Income In BBLMA municipalities was generally higher than the
median household Income tor the state. The amount of Increase was most significant
tor Arrowslc with $14,6881n 1979 dollars (1979 State average $13,816) up to $36,250 for
1989 (1989 State average $27,854).
The percentage of persons below the poverty level fall tor all of the municipalities and
was well below the state average for most of the municipalities.
The demand tor general assistance has Increased tor all of the municipalities In the last
five years. These amounts have bean Impacted by the state's provision of a 50%
reimbursement otter 1989.
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E. Education
Residents In the BBLMA generally have a higher percentage of high school graduates
than the state average, with many of the municipalities showing a greater Increase In
the percentage of graduates between 1980 and 1990.
The educational attainment level of BBLMA residents Is higher among the 1989
population than among the 1979 population. The biggest change was In Dresden,
where the percentage of persons 25 years and older who completed high school was
62.5% In 1979, but Increased to 80.9% by 1989.

F. Economic Structure of the Bath-Brunswick Labor Market Area
The Bath-Brunswick labor Market Area Includes 15 municipalities In 4 counties.
Sagadahoc has all of Its municipalities except Richmond within this LMA (Including
Arrowslc, Bath, Bowdoin, Bowdoinham, Georgetown, Phippsburg, Topsham, West Bath
and Woolwich). The remaining municipalities within the LMA Include: Durham within
Androscoggin County; Dresden within Lincoln County; and, Brunswick, Harpswell, New
Gloucester and Pownal within Cumberland County.
The BBLMA has experienced phenomenal job growth over the past decade.
Between 1980 and 1990 the total number of jobs located In the region grew by 41 cro,
an Increase of almost 10,000 jobs. The state's job growth during the same period was
only 14%.
While the growth can be attributed to defense-related Industry, retail services and
tourism, BIW Is the major growth contributor. Additional factors Include the venders
and subcontractors which service BIW and BNAS. The CCCOG business survey returns
Indicate that as a result of the recession aod earlier BIW cutbacks, many .firms have
already reduced their employment and are seeking to develop alternative products
and services.
Little future growth Is anticipated In the large manufacturing firms (employment over
200), In the labor market area. Other sectors of the BBLMA economy Including retail
sales and services (such as restaurants, motels, etc.) and construction appear, at this
early stage of an economic recovery, to have very little growth potential unless there
Is another major economic upswing.

G. larger Economic Region and the State
The BIW employment picture has larger Implications for the surrounding LMAs and the
entire state. BIW employs people from every county In the state and has major
facilities In Bath, Brunswick and Portland. BIW has been cuffing back employees
during the early 1990's and appears to be targeting a new employment level of only
Page 20
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8,500 employees. The planned cutback In employment Is occurring during the
recession and will continue into the recovery period.
Most of the workers at BIW are In specialized skill positions with little hope of finding
comparable employment In other LMAs around the state. The only comparable
employer Is the Portsmouth Navy Ship Yard. which may be In the same or worse
situation· than BIW In the next few years. Some workers may possess cross-over skills,
which are transferable to "peace Industries·, but very few such positions are available
currently In this LMA or In other parts of the state.
H. Bath Iron Works

Bath Iron Works (BIW) Is Maine's single largest defense activity. and Its largest private
employer. BIW's 10.000 workers earn wages close to the national Industry average,
and more than the State average wage. Currently the lead shipyard in the Navy's
AEGIS destroyer program, BIW has seen extraordinary growth since the late 1970's,
adding over 7.000 jobs In Maine during the 1980's.
A major component of the State and regional economy. BIW provides an annual
payroll of over $300 million to workers largely from communities in Sagadahoc,
Androscoggin, Cumberland, Uncoln and Kennebec Counties. as shown In Figure 4. In
addition, BIW purchases approximately $60 million worth of goods and services
annually from Maine firms. As a result, the defense work at BIW supports an additional
7,700 jobs across the state and generates $524 million In personal income.
While significant, these estimates underestimate the role that BIW plays In supporting
the economic and public Infrastructure of mid-coast Maine. As a large purchaser of
electricity from Central Maine Power, for example, its absence from the customer
base would dramatically Increase the cost of-electricity to all other users. Similarly. the
avallab.lllty and cost of health, education and other public services to residents of the
mid-coast region are directly affected. as well, by the presence of BIW In the
Bath-Brunswick area.
BIW reached a peace time employment peak of 11,950 In 1990, driven by the U.S.
naval build-up and a confluence of contract work during the last years of the 1980's.
The outlook, however, Is for a much lower level of defense work over the coming
decade. Original procurement plans for five ships per year have been revised
downward. Consequently, BIW has announced that it will reduce Its work force by up
to 2,500 jobs over the next 2 years. The future of BIW. as a defense contractor,. rests
with decisions by the Department of Defense regarding the character of U.S. national
security posture, and the size and composition of America's naval fleet needed to
accommodate lt.
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Officials at BIW have concluded that they must build at least two ships per year to
remain commercially viable. At present, BIW's position as lead builder of the AEGIS
destroyer, and the Inclusion of 3 vessels In the Bush Administration FY 1993 budget
bode well for the shipbuilder In the short term. However, longer-term prospects rely
mightily upon either the continuation of the commitment to a class of warship built by
BIW, or the success of the firm In diversifying Into commercial markets. Strong
lnternatJonal competition In commercial vessel production and foreign subsidies
present serious challenges to U.S. commercial shipbuilding. However, a strengthening
In future demand for commercial vessels, and expansion Into alternative products
offers prospects for long term viability of Bath Iron Works.

I. Brunswick Naval Air Station
Brunswick Naval Air Station (NAS Brunswick), located In Brunswick, Sagadahoc County,
Maine Is home of Patrol Wing FIVE, one of two Patrol Wings on the Atlantic Coast.
Reactivated In 1951 In response to a growing Soviet submarine threat, Brunswick's
principle task Is anti-submarine warfare. They have also been called upon to perform
anti-submarine surveillance, mine warfare, search and rescue, and other missions.
NAS Brunswick employs 3,200 military and 800 civilian personnel. In 1989, NAS
Brunswick funnelled over $130 million Into the local economy. This Included $118
million In payroll, $11 million In construction contracts, and $13.5 million In the purchase
of goods and services from local businesses. Through Its activities, It supports an
additional 1,700 jobs In the Bath-Brunswick area. In addition, the activities and
personnel associated with NAS Brunswick are a Integral part of the quality of life of the
surrounding communities.
NAS Brunswick faces two more rounds of base closure and realignment assessments, In
1993 and 1995. NAS Brunswick ls..expected.to gain an additional squadron In 1993 as
a result of the closure of a west coast Naval Air Station. However, the shape and
pace bf change In superpower relationships remain nebulous, as do America's
evolving national security priorities. Consequently, It Is difficult to assess how BNAS
Brunswick will fare In this process In the coming years. Efforts are underway, by
businesses and communities surrounding the Base, to examine the economic
Importance of BNAS Brunswick to the local economy, explore joint use options, and to
prepare for future base closure proceedings.

J. Conclusions
The resistance that the Bath-Brunswick Labor Market Area has shown to rising
unemployment rates through most the 1980's has been neutralized recently by the
combination of the recession and the BIW cutbacks. The BBLMA unemployment rate
has been low as compared to surrounding Labor Market Areas' unemployment rates
In the last five years (1988 to the present).
The recession has brought the
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4. STRATEGY RECOMMENDATIONS
(FOR THE BATH-BRUNSWICK LABOR MARKET AREA)

The Bath, Brunswick and Topsham Labor Market Area (LMA) Is heavily dependent
upon the defense Industry. The area's two largest employers are Brunswick Naval Air
Station (BNAS) and Bath Iron Works (BIW). The economic base beyond these two
employers consists predominantly of retail sales and services.
Therefore, the loss or reduction of BNAS and/or BIW will have a significant Impact on
the area. In addition, the Increased demand for community and municipal services
will occur precisely at a time when the funding support for services Is severely limited.
Given this, what steps can be taken to ameliorate the Impacts of a potential
shut-down or reduction?
The following recommendations focus on short-term (one to five years) actions. In
addition, the recommendations are broken Into two major subheadings: human
capital Issues and community and economic development Issues.
Economic And Community Development Issues
The area Identified In this analysis has historically not been served by the traditional
community and economic development mechanisms that exist In other regions In the
state. The region Is not covered by any Economic Development District (as defined
and authorized by the federal ·Economic Development Administration).
This has
meant that the municipalities In the area have been unable to access EDA's Public
Works funds that support major development Infrastructure initiatives, such as airport
expansions, Industrial development parks, etc. as well as targeted programs that serve
an area when a "Sudden and Severe Economic Dislocation" (SSED) occurs.
Although business membership and community civic groups have organized to work
on ec·onomlc conversion and development Issues (the Topsham Economic
Development Committee, the Brunswick Economic Conversion Task Force, the Bath
Economic Development Task Force), the area has no multi-municipal development
corporation whose primary function Is to develop a strategy to retain and expand
businesses In the area as well as to promote the area to businesses outside the region
and the state. Nor does the region have access to the resources of a Metropolitan
Planning Organization tor transportation planning Issues, which are critical
underpinnings for any development activities In a region.
The lack of an overall economic and community development strategy and
organization was not a particular Issue during the "boom· years of the 1980's.
However. since the recession In late 1989-90 and with the Impending defense cuts
looming, the lack of a cohesive economic and community development strategy
and entity has arisen as a much greater concern.
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A maJor assumption of this report Is that the area's best response to potential defense
cuts Is to diversify Its economic base as significantly as possible prior to maJor defense
cuts occurring.
Given the fact that BIW has work at approximately Its current level of production until
1997 and that BNAS may be on the base closing list In 1993 or In 1995, the region has
between two and five years to be pro-active on Its own behalf. Given that In 1992, It
Is Impossible to predict the exact nature of the defense reduction that will Impact the
area, the majority of the recommendations In this section focus on short-term
Initiatives.

A. DEVELOPMENT ACTIVITIES

A. l. INTERIM DEVELOPMENT COMMITTEE: The development activities outlined below
assume that federal, state and local dollars will be dedicated to the establishment of
Institutional entitles (In development and transportation planning). However, as these
recommendations are being Implemented, the munlclpaiifles and businesses within
the region should continue to meet as an Oversight Committee to ensure that these
lnlflaflves move ahead.
RECOMMENDATION: Funding should be sought on a matching basis, from the federal,
state, and local governments as well as from the business community to provide
staffing support to this on-going Oversight Committee (see Development Planning
recommendation below).

A.2. DEVELOPMENT CORPORATIONCS>: The area needs to establish a mechanism to
promote and enhance community and economic development.
RECOMMENDATION: The municipalities within the area should create a regional
development corporation, serving at least the maJor three municipalities (Bath,
Brunswick and Topsham) In the area and Ideally serving as many contiguous
communities as are willing to support Its functions.
(NOTE: A regional or
multi-municipal development corporation In no way precludes the establishment of a
local development corporation.) This development corporation would be responsible
for the creation of a regional development strategy, Including: a business retention
and expansion component; a business recruitment component; and, coordinating
general development activities within the region.
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A. 3. DEVELOPMENT DLSTR/CL· The area municipalities and businesses need access to
the federal Economic Development Administration's (EDA) programs.

RECOMMENDATION: The state and the regional representative for EDA should work to
ensure that this region Is covered by a development district within the next 18 months.

A4. EXISTING FINANCING AND SMALL BUSINESS DEVELOPMENT COUNSELING: Coastal
Enterprises, Inc. (CEI) currently provides a range of development-oriented seNices
within the greater portion of the LMA. CE/ focuses on ·enterprise development In
three phases: technical seN/cas (such as small business development counseling).'
financial services (loans, loan guarantees, general financial 'packaging·),· and,
general development seNices (researching natural resources opportunities, exploring
housing needs and opportunities In the mldcoast area, etc.).

RECOMMENDATION: If the municipalities establish a development corporation, the
new entity should work with CEI to leverage existing and Innovative resources. CEI
should be also be encouraged to coordinate Its delivery of services through or with the
corporation.

A.5. DEVELOPMENT FINANCING: Public financing options need to be created at the
local and regional/eve/.

RECOMMENDATION: Federal, state and municipal resources should be committed to
the creation of public financing mechanisms within the corporation and development
district area. The State Planning OHice's report to the Task Force Includes a
recommendation for the establishment of a ··defense diversification revolving loan
fund·, which should be considered for this area. This Initiative should be closely linked
to the. existing local financial Institutions (private: banks and credit unions; public:
Coastal Enterprises, Inc.).
(NOTE: Some small development corporations In the state have gotten a start on
establishing revolving loan funds through the Initial donation of properties, which were
subsequently sold or leased to prospective new businesses. The funds generated
through the sale or lease of property were then put Into a local revolving loan pool to
be re-used for other prospective business deals.)
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A.6. DEVELOPMENT PLANNING: This short-term study and report has only begun to
Identify the characteristics of businesses and workers of risk under a defense reduction
scenario. If has preliminarily Identified some of the consequences of Increased
demands and reduced resources on the community and municipal services In the
area. However, planning and analysis activities should continue concurrent with the
development actlvlfles outlined above.

RECOMMENDATION: The State Planning Office should provide "challenge" funding
(match for municipal, federal and business funding) for an on-going planning position
to staff the Oversight Committee to continue: (a) to analyze the dynamics of the
defense situation In the area; and, (b) to assist the Oversight Committee In
Implementing the Initiatives outlined In this report.

A.l TRANSPORTATION PLANNING: Transportation modes and corridors are critical to
development lnlflatlves. Currently, no transportation regional planning mechanism,
which Is authorized and funded by state and/or federal transportation department
·monies, exists In the area.

RECOMMENDATION: Through the new federal Initiative IS-TEA and the new state
transportation policies, this area should be designated for regional planning activities,
Including staff and technology support.

A.B. TRANSPORTATION ALTERNATIVES: As a part of the transportation planning effort,
alfematlve transportation modes need to be explored and put In place.

RECOMMENDATION: As a part of the new federal Initiative IS-TEA and the new state
transportation policies, the Department of Transportation needs to· work with the local
and regional planning entitles to develop and Implement alternative transportation
modes, such as Increased public transportation options (roll, bus, •ride-share·, etc.).

B. BRUNSWICK NAVAL AIR STATION·
B. l. JOINT USE OF BNAS: The State Planning Office's report to the Task Force Includes a
recommendation to conduct a feasibility assessment or Implementation of public
works Improvement to support the joint use of BNAS.

RECOMMENDATION: The Oversight Committee should work in conjunction with SPO,
BNAS and the Economic Conversion Task Force (or a subcommittee of the Oversight
Committee) to support this feasibility assessment. A maJor component of this feasibility
study should examine the Issue of "falr-markefD value and how It will Impact the
state/municipalities ability to access the facility.
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8.2. ENVIRONMENTAL CONCERNS.· A major issue facing many of the other bases that
are closing (including Loring) Is the degree of environmental ciean-up necessary
before the facility can be used for other purposes.

RECOMMENDATION: The state and municipalities should look at the Impact of any
·environmental clean-up on a economic conversion scenario. (NOTE: One positive
side-effect may be that Maine businesses will be competitive for the environmental
clean-up contracts.)

C. BATH IRON WORKS
C. 1. STRATEGIC PLANNING.· The State Planning ·office's report to the Task Force
Includes a recommendation to provide state/federal assistance to the company In its
strategic planning process to Identify new business opportunities.
RECOMMENDATION: Any community-driven development strategy should reflect the
results of this strategic planning process. Including efforts to recruit relevant suppliers.
Implementing
neces.sary
municipal
Infrastructure
Improvements
and/or
enhancements. etc.
C.2. RENTAL/PURCHASE ARRANGEMENTS: As 81W downsizes, rental and purchase
space will become available within the area.

RECOMMENDATION: The municipalities should work closely with BIW to determine what
space will be freed by any downsizing and to develop strategies to recruit alternative
business activity to take advantage of these resources.

LONG-TERM
The long-term recommendation can be stated simply: The area needs to have the
development Infrastructure and strategy In place to attract new business and to retain
and expand existing business to minimize the Impact of the proposed and pending
defense cuts.
Currently, neither the resources nor the Institutions are In place to position the region
to be pro-actively encouraging economic diversification.
And, the $lrateglc
recommendations outlined above require the commitment of capital Investment on
the part of the municipalities, the state and the federal government at a time when
capital expenditures are being reduced not expanded. If the area Is successful In
Implementing these short-term strategies, It will be positioned to be pro-active prior to
any reduction/elimination of BNAS and/or BIW.
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II. HUMAN CAPITAL ISSUES
The major human capital systems {education, training, welfare, housing, etc.) have
had difficulty meeting the area's needs during the current recession. The anticipated
defense reductions would exceed the Impact of the current recession. Therefore, It Is
reasonable to assume that these systems would be unable to meet the area's citizens
needs should BNAS or BIW reduce significantly or close entirely.

A. UNIVERSITY CENTER: The area Is seNed by a Bath/Brunswick University Center out of
the University of Augusta. This Center currently has several/TV (Interactive Television)
classrooms. that allow It to seNe· over -450- students. per semester. (It has seNed
approximately this number of students since the /TV capacity came on line In 7989.)
The majority of these students are ·non-traditional' students, who attend part-time
while working or handling other commitments. In addition, the Center currently offers
basic career counseling seNices to any community member, whether s/he take any
University courses or not. The Center staff saw severo/Issues arising should BNAS or BIW
· significantly reduce their presence or shut-down. These Issues Included:

A. 1. A need for more financial old to area residents, since many of their students are
currently employed by BIW/BNAS or related to someone employed by BIW/BNAS.
RECOMMENDATION: Should BIW/BNAS reduce their employment or shut-down, the
State/Federal government should establish a special financial aid mechanism for
affected residents/students In the area.

A.2. A need for more /TV Centers-to Increase access. (The Bath/Brunswick Center Is
designed to seNe a large portion of the upper Cumberland, Sagadahoc and Lincoln
communities. It Is often difficult for Individuals In these communities to get to the
Bath/Brunswick Center.)
RECOMMENDATION: The State should establish more lTV Centers In communities
throughout the area. Estimated (one-time) Installation costs per center: Up to $10,000
for the communications tower; up to $3,500 for the VCRs, phone system, general
equipment. Estimated (on-going) operations costs: Between $15,000 and $35,000,
depending on full-time or shared staffing.
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A.3. A need for Increased career counseling seNices. If the demand for career
counseling from the general community Increased, the University Center could not
meet this demand. They would probably be forced to limit their career counseling
seNices only to registered students.

·RECOMMENDATION: Establish a career counseling mechanism to meet the Increased
demand (see Rapid Employment Transition Initiative (RETI) Team recommendations,
under Human Capital section).

A.4. RELATED ISSUES: The Center staff saw two additional needs that would affect
their seNice population. They anticipated the need for:

•

remedial education opportunities (see Secondary Education recommendations,
under Human Capital section) and,

•

transportation services (see Transportation recommendations, under Community
and Economic Development section) for Individuals even to access the
University Center(s).

B. SECONDARY EDUCATION: The University Center as well as the area's employment
and training seN/ce provider, Coastal Economic Development Corporation (CEO),
mentioned the need for the locally based high school systems to become more
active In providing adult education opportunities (remedial education as well as
Introductory technical training) to the communities' residents. The adult education
component In Topsham at Mt. Ararat was mentioned as a good model several times.

8.1. RECOMMENDATION: The area municipalities should establish, expand, promote
and coordinate the offering of adult education opportunities to area residents.

C. VOCAVONAL EDUCATION: The area Is currently SBNBd through the

State's
Vocational Technical Colleges, which are all outside the area (CMVTC In Auburn,
SMVfC In South Portland and KVVTC In Fairfield). There Is currently a significant
waiting Jist at all of these facilities for the majority of their technical courses.

C.l. RECOMMENDATION: The State Vocational Technical System should continue to
coordinate the delivery of targeted vocational training programs through the
secondary school facilities or through BNAS or BIW facilities. If appropriate. (NOTE:
Research would need to be conducted at the time that the services would be offered
to determine which training programs would result In alternative employment
opportunities.)

CCCOG

Defense Dependency Report

Page 31

D. COASTAL ECONOMIC DEVELOPMENT CORPORATION CCED2: CED Is the service
delivery mechanism for employment and training services In the LMA, (NOTE: CEO's
service area covers upper Cumberland, Sagadahoc, Lincoln, Knox and Waldo;
however, not all their services are available throughout this service area. For
example, upper Cumberland receives Its employment and training services through a
similar agency based In Portland, the Training Resource Center.) CED provides
employment and training services, weatherization services, fuel assistance services,
housing services and Headstart services. The majority of the Individuals and families
receiving these services are low-Income.
CEO staff saw the demand for their general services Increasing dramatically should a
BNAS!BIW reduction or shut-down occur. There would be, at a minimum, an
Increased demand for employment/training services, emergency housing assistance,
and fuel assistance.
0.1. RECOMMENDATION: CEO should continue to work with BIW on the employment
and training Issues facing BIW workers laid-off In this transitional period. (NOTE: CEO
·currently receives funding to work with this population: they anticipate those funds
being sufficient through summer of 1993.)
0.2. RECOMMENDATION: CEO should continue to work with the BNAS military staff
displaced by current defense reductions through the TAPS program. (See Job Service
recommendations below for det~lls on the TAPS program.)
0.3. RECOMMENDATION: CEO should continue to work with the state and federal
Departments of Labor to bring employment and training funds Into the area as the
need occurs.

E. MAINE JOB SERVICE: The Job Service helps Individuals seeking employment. They
Interview Individuals to assess their skills and try to /Ink them with available job
openings.
They also work with
employers to Identify available employment
opportunities. The Bath/Brunswick office, which serves the entire LMA, has four staff.
This year they saw over 6,000 Individuals and listed over 900 jobs. The Job Service staff
saw a number of Issues related to a BIW/BNAS reduction or closure,

E. 1. A need to develop a more balanced base of employment In the area. The Job
Service Office often sees very high pay, high skill positions or low pay, low skills
poslf/ons, buf there are very few middle level (skills and wages) positions In the area.
RECOMMENDATION: Work to expand the area's economic base; offer Incentives to do
business In the state and the region.
(See also economic and community
development section.)
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E.2. A need to continua and/or expand the TAPS program. TAPS (Transition Assistance
Program) Is a pilot program between the federal Department of Labor (DOL) and the
Department of Defense (DOD) designed to "furnish employment and training
Information and services to members of the Armed Services within 180 days before
such members are separated from the Armed Services·. This pilot program Is currently
. baing offered at BNAS and utilizes staff from BNAS, Job Service and CEO.

RECOMMENDATION: The state should advocate that this federal pilot program be
Institutionalized In the case of base closures. Resources (funding and staff) should be
provided to underwrite the TAPS activities. (Currently. services are provided through
existing Job Service staff.)

£.3. A need tor career counseling. Currently, the Job Service Office does not have a
career counselor on staff, although the staff In the office have experience providing
basic career counseling.

RECOMMENDATION: Establish a career counseling mechanism to meet the Increased
demand (see Rapid Employment and Training Initiative (RETI) Team recommendations,
under Human Capital section).

£.4. A need tor Increased staffing should BIW/BNAS reduce/close. The Office staff can
serve between 5,000 and 7,000 applicants In a year. They would anticipate a much
greater demand under the BIW/BNAS reduction/closure scenario. Although they are
lmplamantlng naw approaches (such as •touch screen· technology, where an
Individual, once lntarvlawad, race/vas a card with a bar coda that matches his/her
skills to existing job opportunities without staff assistance), they would still be
tremendously stressed; At the state Java/, DOL Is Instituting ·floating staff· positions
that could be available to local offices to cover local staff absentees (such as
extended sick leave or vacation) and might be available on a "crisis· basis.

RECOMMENDATION: The state should expand the Bath/Brunswick staff levels. If
necessary to respond to the Increased demand. (NOTE: The Training Resource Center,
which provides employment and training services In Cumberland County. has Just
received funds to base a Job counselor at the Maine Job Service Office In Brunswick
three days a week. The Job counselor will work primarily with Individuals laid off at
BNAS and Pineland Institution.)
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E. "RET/ TEAM" MODEL: Nationally and In the state, the Department of Labor (DOL) has
developed a Rapid Employment and Training Initiative to meet the needs of the
workers displaced by business closures. This model brings together vocational training,
remedial education, employment training, welfare assistance, unemployment
services, and other human resources Institutions at the community and state level to
work as a team .to meet the needs of the displaced worker. This model serves to
coordinate. the delivery of these diverse services .to the displaced worker In a timely
and efficient manner.
E. 1. The area needs a mechanism· to coordinate the delivery of human resources
services to displaced workers.
RECOMMENDATION: A standing ·human resources· Committee for the area should be
established. This Committee should have a representative from every organization
that serves Individual clients In the human services area. This Committee should have
at least two members to serve on the parallel Oversight Committee (see Community
and Economic Development section). The purpose of the Committee should be to
enhance the delivery of services through the coordination of those services. (NOTE:
United Way, In conjunction with the Cooperative Extension Service, has recently
Initiated a meeting to explore the feasibility of establishing such an on-going
communications/coordination vehicle.)

E.2. The area needs to consolidate the delivery of human resources services.
RECOMMENDATION: The human services delivery organizations should strive to
develop a •one-stop• shop for Individuals and families needing their services.
Everything from employment and training to career counseling to health and welfare
assistance should be avallable-·through this' ·one-stop· shop. (NOTE: There has been
some dlsc~sslon of using the Bath hospital site when vacated to serve as the
·one-stop· site.)

F.3. The State Planning Office's report Includes a recommendation that defense
adjustment career centers be established In defense-dependent areas to provide
one-stop service brokerlng for defense workers.
RECOMMENDATION: The Bath, Brunswick and Topsham area should support the
establishment of these centers and one of these centers should be located In this area.
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F.4. It appears that the needs of the "displaced· worker are different from the
"disadvantaged" worker. The characteristics available on the workers laid off from BIW
(that sought services through an employment and training center) Indicated that the
majority (over 93%) had a high school degree or better,· were typically (over 83%)
between the ages of 22 and 44: and, were male (over 82%). These characteristics
·preliminarily would suggest that the programs to meet their needs be designed and
Implemented differently from traditional training programs.
Also, there Is a need to track the Information from a ·company· perspective as well as
from an ·agency• perspective. For example, of the .±800 workers laid off from BIW over
the past year or more, only 120 received services from CEO. CEO can only •track" the
Individuals who work with .. their. agency.. Consequently, there Is no Integrated
mechanism for "tracking· what happens to· all the Individuals laid-ott, nor for ensuring
that these workers are receiving the assistance that they need to find new
employment.

RECOMMENDATION: Whatever long-term approach Is developed to address the
needs of the dislocated worker, the approach should reflect a consistency of response
on a company basis as well as on an Individual worker basis.

LONG-TERM
Unlike the communitY and economic development situation In the area, the human
capital Institutions are In place. The major Issues are additional resources (funding and
staffing) and coordination of those resources.
At a time when the demand for human services resources will be significantly
Increased, the ability to fund those services will be reduced. For example, the
MldCoast United Way, which funds over 40 organizations from daycare to counseling,
receives almost 500J. of Its funds from BNAS and BIW contributions (corporate and
employee). Without the Infusion of significant state and federal funds, the region will
not be able to respond to the human capital needs created by a major defense
reduction.
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5. CONCLUSION
This report represents only a first step In a complex process to assess the Impact of
defense spending on the Bath, Brunswick and Topsham region and to recommend
Initial action steps to address that Impact. As the strategy recommendations Indicate,
economic diversification In an area that has traditionally been focused on one or two
major businesses and/or facilities will require the commitment and participation of a
number of actors: federal, state and local government; human services organizations;
community and economic development organizations; and, last but most certainly
not least, the businesses In the region.
Any crisis also Implies an opportunity~- There· Is on opportunity for the municipalities and
the businesses In the region to work together In new ways to achelve economic
prosperity. But the opportunity depends on the area's ability to stay on top off the
changes In federal defense policy and Its Impact on the area; on local and state
governments' ability to clearly Identify their objectives and to coordinate the delivery
of limited resources; and, on businesses' ability to create and maintain competitive
niches In the area, In the state as a whole, and In an Increasingly national and global
business environment.
This Is no small task, but the Initial efforts of the citizens, municipal officials and business
leaders are a strong start to addressing the challenge of keeping the Bath, Brunwlck
and Topsham area a good place to live, work and do business.
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A. Bath-Brunswick Labor Market Area

B. Oversight Committee Membership List
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APPENDIX A.
Bath-Brunswick Labor Market Area (BBLMA)
Androscoggin County
•

Durham

Cumberland County
•

Brunswick

•

Harpswell

•

New Gloucester

•

Pownal

Lincoln County
•

Dresden

Sagadahoc County
•

Arrowslc

•

Bath

• .Bowdoin
•

Bowdoinham

•

Georgetown

..

Phippsburg

•

Topsham

..

West Bath

~~

Woolwich
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APPENDIX B.
Bath-Brunswick-Topsham Oversight Committee
Duncan Ballantyne, City Manager, Bath
David Brown, Business Representative, Topsham
Dan Calderwood, Town Councilor, Brunswick
Herbert Caverly Ill, City Councilor, Bath
larry Cilley, Town Manager, Topsham .
Charles Crosby, Board of Selectmen, Topsham
Keith Cltrlne, Greater Bath Chamber of Commerce, Bath
Mathew Eddy, City Planner, Bath
Frank Flori, Town Planner, Topsham
Karla Gagnon, Business Representative, Bath
Donald Gerrish, Town Manager, Brunswlck
David Gleason, Business Representative, Brunswick
Don McKissack, Business Representative, Topsham
Amy Naylor, Town Planner, Brunswick
Julie Phillips; BIW Representative, Bath
Ron Phillips, CEI Representative, Wiscasset
Wanda Plummer, Greater Brunswick Chamber of Commerce, Brunswick
Arthur Shean, Board of Selectmen, Topsham
Dana Totman, CED Representative, Bath
Charles Tibbetts, City Councilor, Bath
Charles Wlerclnskl, Town Councilor, Brunswick
H. Michael Wilson, BNAS Representative, Brunswick
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APPENDIX C.
DEFENSE REDUCTION SCENARIOS
Assumptions

•

The research and data . cql!ection from. this project Indicates that the BIW
employment profile Is unique In Its Importance to the labor market area as well
as the state.

•

Given the specialized job classifications within BIW, It must be assumed that In a
total lay-off situation, only 20% of the work force could be assimilated Into other
comparable jobs In Maine.

•

The majority of BIW "raw· material needs (sheet metal, engines and other major
components) come from outside the state.

•

The estimated total contract revenues from BIW to businesses In the state
represents $183,439,917 (In 1991 ). The BIW payroll represents an annual Injection
Into the state of $259 million. The employment payroll represents the major
dependence factor to the BBLMA and the State of Maine, although the Impact
of Its direct contracts with other Maine businesses can not be underestimated.

•

The estimated share· of BIW's contract activity with other businesses In the BBLMA
Is $18,656,750. Again, the biggest direct Impact to the LMA will be the lost
· wages (estimated at over $102 million In the LMA) and the Indirect Impact to the
secondary and tertiary economies that are driven by these wages.

•

The Bath-Brunswick business survey returns and follow-up contacts Indicate that
some of the BIW contract activities have been on hold for the last few months to
a year, due to BIW's waiting on contract announcements and other Internal
situations. Many of these businesses have been forced to find other contracts to
supplement their revenue needs. The BIW contract revenues to area suppliers
and/or venders do not appear to represent a major portion of most Individual
businesses revenues, although a couple of the contracts do represent a
significant majority of the Individual business' total revenues.
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•

The effect of the lost BIW wages on the secondary and tertiary economies within
the LMA was determined by a base multiplier for the BIW employees living In the
LMA and a modified (reduced) multiplier for the BIW employees working In the
LMA, but living elsewhere, who purchase services and retail commodities In the
LMA. These scenarios use a theoretical base multiplier of 1.74, as a surrogate
. economic base factor. BIW Is an Industry that manufactures a product, U.S.
Navy ships, that are for a market outside the BBLMA. The multiplier, 1.74, means
that for every single worker In a basic Industry (like BIW) an equivalent .74% of a
worker In a non-basic sectors Is required to support that basic activity.

BNAS
•

The naval air station has 789 civilian employees (540 or 68% living within theLMA)
and 3,184 military personnel (2,709 or 85% Jiving In theLMA).

·•

The civilian employee portion of the facility represents 2.4% of the BBLMA work
force. The major problem associated with their displacement from BNAS Is the
Increase In employment supply over demand In the event of a severe layoff or
base closure.

•

The BNAS military personnel represents a employed work force equivalent of
3,184 workers or a 9. 7% Jncome flow ~nto the BBLMA economy for purchases of
food, shelter and other goods and services. Their removal, combined with the
civilian employment dislocation, would create a very serious Impact.

•

The BNAS has an annual payroll of $78,000,000 and pays out almost $45,000,000
annually for other goods and services to support the facility and Its operations.

•

The housing factors are significant to the BBLMA as 85% of the military personnel
live within the LMA. Those living on-base Include 575 Individuals In enlisted
personnel quarters and an estimated 826 personnel and families on-base. The
remainder of the military personnel rent or own homes In the LMA.

•

There are additional factors Involving other support services that retired
personnel depend on for Base services. Some of these factors would net
positive gains In outside employment (off-base) gains, If the retired Individuals
and families did not relocate to another area or state, near another military
base.

111

The BNAS property has potential alternative uses In the event of a base closure.
The base has three main components, Including the housing areas. The main
base portion, with Its runway and other major facilities, represents a significant
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amount of land area In the Town of Brunswick. These facilities could provide for
significant future Industrial and commercial options In this area. The runway also
gives Brunswick some options for a regional airport facility In the future.
•

A theoretical base multiplier for this study Is based on Federal Government
. (Military and Civilian) multipliers and equals 1.51 and 1.50, respectively. (A
reminder that these multipliers for BIW and for BNAS are surrogates from other
areas and studies and serve only for theoretical comparisons to provide some
magnitude of employment displacement. )

Scenario 1: BIW closes down and BNAS maintains Its present status

Under a BIW shut-down scenario, there would be approximately 8,500 employee
layoffs Involved. based on the short-term employment level BIW should reach In the
next two years. Of that total number, approximately 3,350 will live within the BBLMA.
The direct Impact to the BBLMA of a BIW closure would represent a 26.4%
unemployment rate. This rate estimates only the direct Impacts of BIW workers being
laid-off and Is based on the 1990 BBLMA labor force participation rates. Estimates
show some of the municipalities In the LMA with unemployment levels as high as 33%
(Bowdoinham) to several other towns, such as Dresden, West Bath and Woolwich, with
unemployment rates In the low 20%.
If the theoretic multiplier effect, for the 8,500 BIW workers, were added to the direct
Impacts, then an additlonal6,289 workers would be displaced In other secondary and
tertiary sectors throughout the state. The secondary and tertiary Impact factors within
the BBLMA would be shared with the rest of the State, since 60% of the workers live
outside of the BBLMA.
The· BBLMA share of these factors would be at least 2,478 displaced workers, but there
would be additional Impacts for those service and other sectors supporting the
remainder of the workers living outside the LMA. The BBLMA has probably provided
the majority of the Industry support requirements and other BIW employees needs for
"after hours· goods and services. A conservative estimate of these Impacts within the
LMA might be 4,000 secondary and tertiary employees In other sectors displaced by
the BIW closure within the BBLMA.
The combined Impacts of the BIW employees (8,500) being laid off and the additional
secondary and tertiary employment losses (4,000) provides for a total unemployment
figure of 12,500 jobs, or 38.8% for the BBLMA, added to the unemployment rate of that
period.
An estimate of the secondary and tertiary effects of such an event would mean a
reduction of at least 25% of total business revenues for all or most of the retail and
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service sectors In the BBLMA. based on the returns of this study's business survey. Some
of these returns may be thought of as underestimating the support of BIW workers and
dependents and other economic factors of BIW's operation to the BBLMA economy.
Scenario 2: BNAS closes down and BIW maintains a Level of 8,500 Employees

Under this scenario, BIW maintains Its current projected employment
workers while BNAS closes down. The Impact of the direct civilian
generate a BBLMA unemployment level of 2.4%. The displacement
personnel would not directly affecting the BBLMA unemployment
multiplier effect would Impact other civilian workers.

level of 8,500
lay-offs would
of the military
rate. but the

The effect to secondary and tertiary-employment·from ·the 789 civilian employees laid
ott would be an additional 395 employees laid off In the state. Again, as outlined In
Scenario 1 above, since 68% live In the BBLMA, most but not all of those Impacts would
be within the LMA.
The effect to secondary and tertiary employment from the displacement of the 3,184
military personnel would be an additional 1.624 civilian workers laid-off In the state.
Since 85% live In the BBLMA. most of these Impacts would be within the LMA.
If a conservative approach were applied to this theoretical Impact where only the
secondary and tertiary Impacts were computed for both civilian and military living In
the BBLMA, then the total unemployment from a BNAS closure would be as follows:
Direct displacement of 789 civilian employees. plus an additional 269 civilian
employees (civilian employee multiplier effect), and an additional 1,380 civilian
employees (military multiplier effect). This would mean a total civilian unemployment
level of 2,438 employees, or 7.6%.
Scenario 2 would probably allow more of lead time to· adjust to its ultimate effect and
there are (currently) more federal programs to mitigate the Impacts of a military base
closure. A longer phasing out process (five years or more) and the nature of the
physical location of the component parts of the BNAS allows for more options for
reuse than Scenario 1 or the BIW properties allow.
Another factor Is that the Cook's Corner area of Brunswick Is a burgeoning regional
retail and commercial center and that area Is now somewhat restricted due to Its
close proximity to BNAS.
There may be some more Immediate commercial
development options In that area. An additional factor Is the new Topsham bridge.
which will be located with an entrance ramp on to Old U.S. Route #1 that could also
serve as a new entry point to the BNAS property, If the base were to be used as a
regional airport or for other commercial/Industrial activities.
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The BNAS housing areas In Brunswick and Topsham might provide the opportunity to
convert military housing Into low and moderate income housing. BIW may be able to
use some of the properties depending on their future outlook at that time.
Scenario 3: Both BNAS and BIW close
This scenario combines the Impacts of both Scenario 1 and 2. This scenario's
combined unemployment would Involve the displacement of 9,289 civilian employees
from the BBLMA and the removal of 3,184 military personnel from their contributions to
the LMA's economy.
The effect of these employment- factors on the secondary and tertiary economies
would cause an additional 6,195 civilian employees to be unemployed. These
numbers assume the same theoretical conditions as outlined In Scenarios 1 and 2. The
combined direct and secondary and tertiary unemployment would represent a 48%
unemployment rate.
All of the separate Impacts stated In the above Scenarios 1 and 2 would apply to this
scenario.
Scenario 4: BIW reduces their workforce to 6,000 workers with BNAS maintaining Its
current status.
This variation assumes a viable commercial shipbuilding alternative to supplement any
severe cuts In military contracts, but not the complete elimination of military
contracts. This BIW employment figure Is between the currently projected 8,500
employment level and the lower employment levels of the 1970's (approximately
3,600). This scenario assumes an additional reduction In the BIW work force of 2,500
employees. A workforce reduction of 29% might also require a reduction In the
number and type of facilities that BIW now operates.
BIW has laid off 826 workers In the last two years. Using Information on these
employees and their place of residence as a basis for this scenario, It could be
assumed that 30.5% or 762 of the 2,500 additional laid-off workers will be residents of
the BBLMA. The simple application of the multiplier used In the above scenarios would
Indicate another 564 employees displaced In the secondary and tertiary economies
of the BBLMA. This would have an Impact on the unemployment rate for the BBLMA
of an additional 4.4% (or a total of 1,426 workers laid off), beyond whatever the base
level was at that time.
The timing of this reduction, and the possibility of having a longer period of time to
reduce the employment levels through early retirement and other moans, would
mitigate these Impacts.
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APPENDIX D.
Defense Dependency Business Survey Summary
The business survey, conducted In conjunction with the Bath and Brunswick Chambers
of Commerce, was the major data collection activity In addition to compiling existing
state and local data. The business survey was mailed to 691 firms, primarily the
members of the Bath and Brunswick Area Chambers of Commerce. This mailing was
augmented by the addition of the 38 major contractors and/or suppliers to BIW, If the
businesses were not members of either of the Chambers. The survey was also
published In the Coastal Journal, on June 9 & 10, 1992 (in the both Brunswick-Topsham
and Bath-Waldoboro Issues):
There were 141 total respondents from both mailed surveys and the survey published
In the journal. 128 of these respondents were returned from the mailed surveys, an
18.5% return.

Overview
(Please refer to the sample questionnaire for the specific questions.)
1. (BUSINESS TYPE) The 141 respondents represented a wide variety of business types with
retail operations being the hlghe_st percent of return (23.3%). Other areas of general
business returns Included Professional Services, Hotel/Motels, Real Estate, Medical
Services, Restaurants, Construction, Insurance, Personal Services and Miscellaneous
Repair, and Auto Repair.
The Industrial (manufacturing) respondents numbered 16 total, with the most returns (6
responses) from SIC code 5l. (Wholesale Trade-Nondurable Goods). Other Industrial
product categories Included Food, Textile, Furniture and Fixtures, Printing and
Publishing, Chemicals, Fabricated Metal, Industrial and Commercial Machinery,
Electronic and Other Electrical Equipment.
2. (DIRECT CONTRACTS; Question 1 I) Sixty-six percent of the respondents had some type of
direct contract with BIW, BNAS or other federal government agency contracts (Postal
Service, federal medical subsidies, etc.). These business contracts were almost evenly
split between BIW (41.6%) and BNAS (38.6%), with other federal contracts getting the
remaining 19.8%.
3. (PERCENT REVENUES; Question 12) The question concerning the percent of total revenues
from direct contracts had responses from 96 (68.1%) of the total businesses. 88.5% of
the respondents had less than 25% of their total revenues derived from direct
contracts to BIW, BNAS or other federal agencies or programs. The Individual
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responses reported Included 64 (66.6%) with revenues of between 0 and 10%; 21
(2l.<l'k) respondents with revenues between 11 and 25%; and, the remaining 11.5%
were reported with more than 26% revenues derived from federal contracts and were
sparsely spread out between the remaining categories: 5 responses for 26-50%, 4
responses for 51-75% and 2 responses for over 75.5%.
4. (INDIRECT CONTRACTS; Question 13) There were 82 (58.2%) respondents answering the

question concerning Indirect defense contracts or business through other direct
contracts. Of that total, 35 (42.7%) were Indirect contracts related to BIW, 26 (31.7%)
related to BNAS and 21 (25.6%) related to other federal contracts.
5. (PERCENT REVENUES; Question 14) The. percent .of revenues derived from these Indirect
contracts had a high correspondence to that of direct contracts: 87% of the
respondents had revenues from Indirect contracts representing less than or equal to
25% of total revenues. Again, the highest category was 0 to 10%, with 61 (70.9%)
respondents; 16 (18.6%) of the respondents In the 11 to 25% category; and, the
remaining 10.5% for the next three categories.
6. (SERVICE TO BIW/BNAS EMPLOYEES/DEPENDENTS; Question 15) 13 7 (97. 3%) respondents

answered the question related to serving BIW and/or BNAS employees or dependents.
The array of categories was again weighted to the lower percentage categories, but
not as heavily In the preceding questions. The responses were: 57 (41.6%) at 0 to 10%;
37 (27%) at 11 to 25%; 30 (21.<1'k) .at 26 to 50%; 11 (8%) at 51 to 7~%; and 2 (1.5%) for
more than 75%. The business activity related to services to the employees or
dependents of BIW and/or BNAS represented a fairly high per cent of the respondents
total business activity and shows a higher percentage than many of the direct or
Indirect contract sources, above.
7. (NUMBER OF EMPLOYEES; Question 16) The size of the companies responding to the survey
weighted to the smaller companies, with 69 responses (48.<1'/o) with less than 5
employees and 31 responses (22%) with between 6 and 15 employees. Over 70% of
the respondents had 15 emplqyees or less. Only 16 responses ( 11.3%) Indicated
having more than 50 employees. In the remaining categories, 8 responses (5. 7%)
Indicated 16 to 25 employees and 17 responses (12.1%) Indicated 26 to 50 employees.
8. (TYPE OF WORKER MIX; Question 17) The responses to the question about the worker mix In
the business reported a worker mix of: 27.1% -- "Minimally skilled"; 43% "Semi-skilled;
and, 29.<1'k "Highly skilled". The responses to this question suggest some confusion since
the terms minimally, semi-skilled and highly skilled were not defined.
9. (HIRING TRAINED WORKERS; Question 18) 114 responses (89.1%) Indicated that they were
able to hire the trained workers the business needed.
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10. (GROSS ANNUAL REVENUES; Question 110) Two-thirds of the respondents (94
responses/66.7%) completed this question. 63 of the number responding (67%), had
gross annual revenues over $250,000; 40 responses (42.6%) Indicated revenues over
$500,000; and 26 responses (27.7%) Indicated revenues of over $1,000,000.
11. (PERCENT TOTAL REVENUES; Question 11 1) Thirty-six respondents (25.5%) reported on the
percentage of their total revenues related to direct contracts, with 83.3% of those
reporting direct contracts as 25% or Jess of their total revenues. Thirty-six respondents
(25.5%) reported on the percentage of their total revenues related to Indirect
contracts, with 75% of those reporting Indicating indirect contracts as 10% or less of
their total revenues. Eighty-six respondents (61 %) reported on the percentage of their
total revenues related to service to BIW/BNAS employees and dependents, with 81.4%
indicating service to BIW/BNAS empl0yees and dependents as 50% or Jess of their total
revenues. These results Indicate a heavier reliance among the respondents on
serving BIW/BNAS employees and dependents, than on direct or Indirect contracts to
BJWor BNAS.
12. (EMPLOYEE GROWTH; Question I 12) 128 (90.8%) respondents answered the question
regarding projected employee growth over the three years. 68 respondents (53. 1%)
saw no change In their employment level. 58 respondents (45.3%) projected an
Increase In their employment level. Only 2 respondents ( 1.6%) Indicated a decrease
In employment level.
13. (NEW PRODUCTS/SERVICES; Question 113) In response to the question on whether the
business Is developing new products or services to reduce their reliance on defense
Industries, 116 (82.3%) responded In the negative and 39 (33.6%) responded In the
affirmative.
14. (ALTERNATIVES; Quesllon 114) The next question referred as to what a business would
need to pursue a product or service alternative.- Of the ,39 responses (some had
multiple responses), 21 needed "additional financing"; 13 had "new equipment" needs;
13 had "employee training" needs and the remaining 19 responses fell into the "other·
category. The most often repeated "Other" listed was marketing, with 11 respondents.
15. (PROBLEMS; Question 1 15) The next question Inquired as to any problems that might be
expected In getting the alternative supporting requirements (referencing Question
#14 above), 27 responses Indicated they did not anticipate a problem and 13 did
anticipate a problem.
16. (FOLLOW-UP; Question 116) The final question asked If the respondent would be
Interested In a follow-up call or visit for more Information, and only 15 (12.9%) were
Interested In any follow-up.
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Survey Conclusions
While the survey was not comprehensive In the extent of the businesses In the area
nor In the number of surveys returned, the return was as high or higher than previous
business surveys conducted In the area. There appeared to be some dlscernable
trends In the results.

•

Not surprisingly, 66% of the businesses surveyed had a direct dependence and
58.2% had an Indirect dependence on BIW, BNAS or other federal contracts.
What Is perhaps more surprising Is that the majority of these respondents (over
88% direct and over 89% Indirect) reported less than 25% of their total annual
revenues dependent on these sources.

•

The majority of the firms that responded (70. 9"/o) had 15 or less employees, which
reflects the state-wide trend of approximately 85% of the businesses In the state
having 20 or less employees.

•

The skill levels of the respondent's businesses and their general lack of problems
In finding suitable employees was surprising, although the questions' wording
may have caused some problems.
Another surprising answer was that 98.4% of the businesses responding Indicated
that they saw no change. or .an Increase In employment In the near future (next
three years).

•

The business "mix" of the survey respondents had the greatest majority 130
responses (92.2%) In the non-manufacturing sectors. Although follow-up calls
were made to manufacturing businesses, this ratio does not accurately reflect
the business mix In the area.

(Business survey sample and charts follow.)
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Defense Dependency Survey
All Information provided In the following survey will be kept entirely confidential.
The purpose of the survey is (1) to determine the economic impact of federal defense budget cuts in
the greater Bath, Brunswick, and Topsham area as well as in Sagadahoc/Kennebec counties, and (2)
to identify the needs of employers and employees that are dependent on defense dollars. Local, regional
and statewide strategies will be developed to assist those affected by proposed defense industry cuts.
Data from this survey will be collated, processed and presented in a document to the Maine State
Planning Office and the U.S. Economic Development Administration. A copy of a final report on this
analysis will be made available to anyone responding to the survey (by late summer).

Firm Name:

Date:

-------

Contact Person : - - - - - - - - - - - - - - - Phone Number:------A d d r e s s : - - - - - - - - - - - - - - City/Town--------- Zip: _ __
Type of B u s i n e s s : - - - - - - - - - - - - - - - - - - - - - - - - - - - 1. Is any part of your business a result of direct contracts with: (Check all that apply)
BIW

BNAS

__ other federal government contracts

2. What percentage of your total business revenues are related to these contracts. (Check one)
0-10%

11-25%

26-50%

51-75%

over 75%

3. Is any part of your business a re-sult of Indirect defense contracts (through another business):
BIW

BNAS

__other federal government contracts

4. What percentage of your total business revenues are related to these contracts.
0-10%

11-25%

51-75%

26-50%

over 75%

5. What percentage of your business serves BIW and/or BNAS employees or dependents?
0-10%

11-25%

51-75%

26-50%

over 75%

6. How many employees are currently employed In your company (all locations)?
under 5

6-15

16-25

26-50

7. What type oi worker mix does your business require?
__%Minimally skilled employees (minimum education or training).
__%Semi-skilled employees (some education or specialized training).
__%Highly skilled employees (highly technical skills

or advanced degrees).

8. Are you able to hire the trained workers you need?
Yes

No

over 50

9. Please list the types of employees your business employs (secretary, sales rep, welder, etc.).

a. _________________________

d. ___________________

b. ___________________________

e. __________________

c. ___________________

f. _ _ _ _ _ _ _ _ _ _ _ _ _ _ __

10. Please Indicate your business' gross annual revenues (OPTIONAL).
_$25-75,000

_$75-150,000

_$150-250,000

_$250-500,000

__ $500-1 million

__ over $1 million

11. Please Indicate what percentage of your total revenues are related to:
_ _ _ direct contracts with BIW, BNAS, or other federal contracts
_ _ _ Indirect contracts with BIW, BNAS, or other federal contracts
_ _ _ serving BIW, BNAS employees or dependents
12. What are the projected total number of employees (all locations) In the near future?
- - - 1993

1994

1995

13. Are you developing new products or services to reduce your business reliance on defense
related contracts?
Yes

No

14. Will the alternatives require (Check all that apply):
__ additional financing

new equipment

__employee retraining

other; l i s t : - - - - - - - - - - - - - - - - -

15. Do you expect any problems addressing the steps outlined In Question 14? Please explain.

16. Would you be Interested In a follow-up call or visit to provide more Information on reducing
defense dependency In your business?
Yes

No

THANK YOUII
Df you have any questions or concerns about this survey, please contact:
David Allender at (207) 622-7146.
Return survey to:

Capital Coastal Council of Governments
89 Western Avenue
Augusta, ME 04330

Defense Dependency Analysis for the Bath, Brunswick., Topsham Area

Number of Employees of Business Survey Respondents
UNDER 5 Employees = 48.9% (69)

OVER 50 Employees = 11.3% (16)
6 - 15 Employees = 2~k (3 1)

26-50 Employees= 12.1% (17)
16-25 Employees= 5.7% (8)

CCCOG 8/92

Defense Dependency Analysis for the 8oth, 8runswic~. Topsham Areo

Total Annual Revenues of Business Survey Respondents

s150.em - $250 .em 0) 7.4%

$75,000- $150,000 (15) 16%

$25,000- $75,000 (9) 9.6%
$250,000- $500,000 (23) 24.5%

s

()\lffi 1,000,000 (26) 2 7.7%

s

$500,000- 1,000,000 (14) 14.8%

NOTE: 141 respondents; 66.7% (94) provided revenue information; 33.3% (47) did not.
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Defense Dependency Analysis for the greater Bath, 8n.mswick, Topsham Area

Num1ber of Business Survey Respondents with Direct Defense Subcontracts

40

35
30
25
20

15
10

5

BNAS

BIW

j Other

NOTE: 141 respondents; 94 (66. 7%) responded to this question
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L,,.., .. ,ase k~ndeu~,;y Analy:>e>

tortne greater tsath, brunswiCK, lopsham Area

Defense Related Activities of Business Survey Respondents
28
26
24

22

20
18
16
14
12
10

8
6

4

2
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1.

EXECUTIVE SUMMARY

This report offers an assessment of the Androscoggin Valley Council of Governments
territory defense dependency. The State Planning Office asked the Androscoggin Valley Council
of Governments (AVCOG) to conduct this regional defense dependency so that the results may
be incorporated into a State-wide study currently underway. The State-wide study will provide
an assessment of Maine's defense dependency.
Although, the AVCOG territory does not include any major military or defense facilities, two
facilities located outside the AVCOG territory are recognized to have profound impacts on the
western Maine economy. These two facilities include the Brunswick Naval Air Station (BNAS)
and Bath Iron Works (BIW) located along the coast of Maine in the communities of Brunswick
and Bath, Maine respectively.
Defense dependency for the AVCOG region was analyzed in the following three ways:
1. impacts to employment (defense related facility workers),

2. impacts to businesses involved in defense work and
3. impacts to communities where defense dependent businesses and workers reside.

Significant findings of this analysis include:
• Defense dependency of workers, businesses and communities is limited to Androscoggin
County.
•

Over 2,000 Bath Iron Works (BIW) and over 200 Brunswick Naval Air Station (BNAS)
employees reside in Androscoggin County.

• . The highest concentrations of defense dependent workers (individuals employed directly
by BIW or BNAS) reside in four communities - Auburn, Lewiston, Lisbon, Sabattus.
•

Coincidently as traditional industries located in Androscoggin County declined, during the
1980's, BIW and the BNAS increased their demand for goods and services due to
increased defense expenditures.

•

Over 250 businesses involved in defense work are located within the entire AVCOG
region. Two hundred of those businesses are located in Auburn, Lewiston, Lisbon and
Sabattus. Over eighty percent of the businesses located in the four communities contract
directly with BIW or BNAS.

1

• The type of businesses involved in defense work is varied from the service sector to
wholesale distributors and manufacturing businesses.
• In general, A VCOG region business dependence is low (less than twenty percent of total
sales)
• It is estimated that there are over 460 jobs associated with local businesses that are

dependent upon future defense work.
• Summing the number of local residents employed directly at BIW or BNAS (2,200), this
figure total approximately 2,700 individuals whose jobs are dependent upon defense work.
The above findings provide startling information about the reliance of Androscoggin County
workers, businesses and communities to one military installation (BNAS) and one private
corporation (BIW) located outside the AVCOG region. The extent of impacts to workers,
businesses and communities depends greatly upon the fate of the defense industry in Maine, the
capability of the businesses involved in defense work to reduce their dependency and the
preparedness of communities to actively assist in this transitional economic period.
This analysis recommends mechanisms for multi-jurisdiction defense adjustment activities.
The mechanisms are presented in the form of "recommendations" for local, regional, multijurisdictional and state implementation.
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DEFENSE DEPENDENCY ANALYSIS
SURVEY OF SUPPLIERS
ANDROSCOGGIN, FRANKLIN, OXFORD COUNTIES
conducted by the Androscoggin Valley Council of Governments, Auburn, Maine

All information provided in the following survey will be kept entirely confidential.
The purpose of the survey is to determine the economic impact of federal defense budget
cuts in Maine and to identify needs of employers and employees dependent on defense
dollars. Local, regional and statewide strategies will be developed to assist those affected
by the cuts. Data will be aggregated, processed and presented in a document to the
Maine State· Planning Office and the U.S. Economic Development Administration. A copy
of the AVCOG region defense dependency analysis report will be made available to you
upon completion of the project (this summer). We understand that some of the questions
we ask may be difficult to answer; but, please try and provide estimates where possible.
1. Name of b u s i n e s s · - - - - - - - - - - - - - - - - - - - - - - - - 2. Contact name·-------------------------------=-=-=-=--------------

4.Da~imephone_·---------------------------

sa. Type

of busine,~------------------------

Sb. Standard Industrial Classification (please provide 4 digit code, if known. If not, please
provide 2 digit code from list b e l o w ) : - - - - - - - - - - - - - - - - - - - - - - - Manutacruriog

20 Food, etc.
22~23 Textiles, apparel
24 Lumber and wood products
25 Furniture and fixtures
26 Paper, etc.
27 Printing, publishing
28 Chemicals and aJiied products
(drugs, soap, paints etc.)
29 Petroleum and coal products
30 Rubber and misc. plastics
31 Leather and leather products
32 Stone, clay, glass products
33 Primasy metal industries
34 Fabricated metal piOdlA.-ts
35 Industrial machinery and equip
'36 Electronic, etc.
37 Transportation equip
38 Instruments at~d reiated products
39 Mise manuf uewelry, toys,
office supplies. signs. etc.)

Non-Manufacturing
07-09 Agriculture, Forestry, Fishing
_10-14 Mining
15-17 Construction
.. 42 Trucking and warehousing
48 Communication
49 Electric, gas and sanitasy services
50 Wholesale Trade
52 Retail: Building materials, garden supplies
53-59 Other Retail:
60-67 Finance, Insurance, Real Estate
73 Business Services
80-83 Health, Legal, Educational,
Social Services

Sa. Have you, in the past 3 years, had sales/contracts with the Department of Defense,
and/or any other defense related industries (BIW, Brunswick Naval Air Station, or
indirectly through other business, subcontracts, etc.)?
__ yes, please specify_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __
no

6b. What approximate percentage of your total business sales/contracts have been with
defense related industry during each of these years:
1989
1990

1991
_ _ 1992 (first 6 months)

7. Approximate number. of full-time equivalent employees (40 hours/week) as of June for
each of the following years:
est.
est.
'90
'89
'91
'93
'94
'92
Total Employment:
Defense-related Employment:

a. What are the occupations, number of employees per occupation, skill level and income
ranges of defense-related employees -- currently and projected?

II emp.

.lSSZ

II emp. I emp.

ma

" H higMiy skilled
"*a SO- S14,999

~

Skill
Level •

Occupation/Job Jjtle

S semi skilled
b S15,000- $24,999

M minimally skilled
c S25,000- $34,999
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d S35,000- S-'9,999

Income
Bange-

!!

S50.000"'"

9. Where do your company's defense-related employees reside (approximate
percentage):
_ _ _%
_ _ _%
_ _ _%

in the town/city where your company is located
outside of your companys town/city but in the same county
outside of the county

1 Oa. Anticipating cuts in the defense industry, has your company considered finding other

markets to replace defense related contracts?
_ _ yes

_ _ no

10b. If yes, what markets are being considered (check all that apply):
___ commercial/private
_ _ _ government/other public

--

in Maine
- - in New England
_ _ inU.SA
_ _ Outside U.SA

11. Is your company involved in

~

international exporting at this time?

_ _ yes
_ _ no

12. PIE;!ase rate your interest in receiving public assistance or access to programs in the
following areas by placing a check mark on the appropriate lines:

a market research
in Maine
national
international
b. marketing, promotion techniques
c. exporting technical assistance
d. research and development funds
e. loans for retooling, etc.
f. funds for retraining employees
Other, please explain:
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13. Business name, contact name, location and phone number of your suppliers,
subcontractors, or other known businesses which may be affected by defense
industry decline:

14. Comments, and other important information we should know about your company as
it relates to defense related work:

THANK YOU!!

2. INTRODUCTION
The Androscoggin Valley Council of Governments (AVCOG) in March, 1992 contracted with
the Maine State Planning Office to conduct a regional defense dependency analysis for the
A VCOG territory located in western Maine.
AVCOG was considered to be the best agency qualified agency to conduct the regional
defense dependency analysis because of its understanding the economic development issues
affecting western Maine. The Androscoggin Valley Council of Governments is a non-profit
quasi-governmental corporation which was established to provide regional cooperation in the
areas of economic and community development, physical and environmental planning for the
counties of Androscoggin, Franklin and Oxford Counties (Figure 1' on the next page identifies
this three county territory).
Although, the AVCOG territory does not include any major military or defense facilities, two
facilities located outside the A VCOG territory are recognized to have profound impacts on the
western Maine economy. These two facilities include the Brunswick Naval Air Station (BNAS)
and Bath Iron Works (BIW) located along the coast of Maine in the communities of Brunswick
and Bath, Maine respectively (refer to Figure 2 on page 5).
The defense dependency analysis identifies the potential short and long-term defense
reduction impacts related to employment (defense related facility workers), businesses and
communities located within western Maine. Additionally, this analysis recommends mechanisms
for multi-jurisdiction defense adjustment activities. The mechanisms are presented in the form
of "recommendations" for local, regional, multi-jurisdictional and state implementation.
This analysis was provided to the Maine State Planning Office for their incorporation into
a state-wide defense dependency analysis. The state-wide analysis which is being conducted
and coordinated by the Maine State Planning Office should be completed in the fall of 1992.
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SELECTED DEFENSE-RELATED
FACILITIES IN MAINE 1990
(estimated civilian employment)

0

0

Military Installation
Civilian Facility

AVC
Naval Security & Communications Groups

'

Works (11,500)

Brunswick Naval Air Station (900)
Bath Iron Works Repair Facility (under 1,000)
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Saco Defense: ( 800)
Fiber Materials Inc. (500)
Pratt & Whitney (300)
Kittery-Portsmouth Naval Shipyard(4,500)

Source: Mm~ Suue Planning Office. 1990.

3. ECONOMIC OVERVIEW
Introduction
Androscoggin, Franklin and Oxford Counties are located in western Maine. The three
counties include 4426.1 square miles covered with significant natural resources (woods, fields,
mountains, lakes, and rivers). There are 75 communities located within this tri-county area with
a total population in 1990 of 186,869. Lewiston and Auburn are the largest communities in
western Maine and combined form the second largest urban community in the State, after
Portland. Lewiston and Auburn (UA) are located about 30 miles north of Portland and lie in the
south east portion of the tri-county area. Combined UA host more employment than any other
part of the region, and dominate commercial and retail sales in western Maine. Several smaller
employment and retail centers are located west and south of UA. These centers include Lisbon,
Livermore Falls/Jay, Farmington/Wilton, Norway/Paris, Rumford/Mexico, and Rangeley.
This tri-county area includes many traditional industries (shoe, textiles and lumber) In the
early 1980's, the major industries experienced significant lay-offs and closings due to declines
in manufacturing and competition from abroad. During the 1980's the economy began to support
a more diverse base of manufacturing, and the private sector burgeoned with business and health
services as well as consumers service. This was a period of unprecedented growth in Maine,
however, this tri-county area did not share equally in that growth. A majority of the growth in
Maine during this time period can be attributed to a growth in the New England economy in
general which served as a catalyst for speculative construction activities. The Unemployment
rates during the 1980's were higher than the state average, however, they remained consistent
with or below the national average. The labor force, which had been shrinking early in the
decade due to outmigration of the working age population, began to grow. Additionally, per
capita incomes which languished at 70-80% of the national levels, began to increase.
The remainder of this section will provide an economic overview discussion for each of the
three counties located in western Maine. However, a more detailed discussion for Androscoggin
County is provided because the findings of this analysis have determined that the defense
dependency of western Maine is limited to Androscoggin County. Brief economic overview
discussions are provided for both Franklin and Oxford Counties.

Androscoggin County ... Historic Discussion
Androscoggin County is principally made up of the Lewiston/Auburn Metropolitan Statistical
Area (UA MSA) and the Livermore Falls labor market area {LMA). Two communities located
within Androscoggin County, Minot and Wales, are excluded from these two areas because they
are included in adjoining labor market areas. The UA MSA includes the communities of
Auburn, Durham, Greene, Lewiston, Lisbon, Mechanic Falls, Poland and Sabattus. The
Livermore Falls LMA includes the communities of Leeds, Livermore, Livermore Falls and
Turner.
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The l)A MSA is dominated by IJA which are located in the southern portion of
Androscoggin County. These two communities began to diversify from a mill based low wage
economy to a serviced based economy during the 1980's. However, they still remain largely
dependent upon manufacturing for employment (23% as of 1990). During the 1980's, the health
care industry emerged as one of the larger employers in this area. The chart on page 9 provides
a break-down of the resident employment of Androscoggin County by industry.

Lewiston-Auburn Metropolitan Statistical Area
Non-Farm Wage and Salary Employment
1984-90
~~~~~~~~~&~~1?.M~~~~~~1~~~~~!'!'1fPt'-8.69i!~~
Total
Total Manufacturing
Durable
Lumber & Wood

Logging
Non-Durable
Printing/Publishing
Leather, Leather Prod.
Total Non-Manufacturing
Construction

Special Trade
Trans/Utilities
Wholesale Trade
Durable Goods
Retail Trade

36,550
11,480
2,320
120
20
9,160
550
3,540
25,070
1,530
1,140
1,320
1,900
980
6,460

38,910
8,760
2,310
300
50
6,440
730
1,730
30,160
1,860
1,420
1,350
2,170
1,130
7,870

6.46%
-23.69%
-0.43%
150.00%
150.00%
-29.69%
32.73%
-51.13%
20.30%
21.57%
24.56%
2.27%
14.21%
15.31%
21.83%

1,750
8,810
4,090

2,320
10,680
4,480

32.57%
21.23%
9.54%

Finance, Insurance,
Real Estate
Services & Mining
Health Services
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Livermore Falls Labor Market Area
Non-Farm Wage and Salary Employment

1984-90
~~~~~~~1~~jjji~..Ji~~la,%~C!l@b'ge_;
Total
1,700
1,970
15.88,...
Total Manufacturing
n/a
140
Durable
90
n/a
-100.00%
Lumber .& Wood
n/a
n/a
Logging
10
-100.00%
n/a
Non-Durable
n/a
n/a
Printing/Publishing
n/a
n/a
Leather, Leather Prod.
n/a
n/a
Total Non-Manufacturing
1,250
46.40,.
1,830
Construction
100
180
80.00%
Special Trade
60
140
133.33%
Trans/Utilities
20
50
150.00%
Wholesale Trade
40
50
25.00%
Durable Goods
30
*
Retail Trade
380
590
55.26%
Finance, Insurance,
O.OD'ro
Real Estate
50
50
Services & Mining
220
360
63.64%
Health Services
100
140
40.00%

The Livennore Falls LMA economic base is primarily dependent upon lumber and wood
products and is heavily tied to paper manufacturing (International Paper is located in neighboring
Jay, Maine). In the early 1980's this LMA and other surrounding areas faced severe cutbacks
in the shoe industry, a traditional employer for the region. However, in the early part of the
1990's the Livennore Falls LMA recaptured some of the jobs lost in the shoe industry.
The housing market for this County became increasingly linked with greater Portland, during
the 1980's, as households working in the Portland area relocated to more affordable communities
including· the Lewiston-Auburn area.
While the population growth of Androscoggin County has been growing steadily between
1980 and 1990 (5.6%), the rate of growth for this same time period was slower than the State
(9.2%). One interesting occurrence related to this population growth was that it primarily
occurred outside UA (refer to the chart on page 10). Other trends include:
• An age distribution for Androscoggin County which is reflective of State and national
trends. During the 1980's, the 18 to 44 age group increased by 16%, the 65 and over
group grew by 11%, and the 0-4 age group grew by 8%. Both the 5 to 17 age group
and the 45 to 65 age group decreased in population.
• Household size decreased from 2.73 persons per household in 1980 to 2.55 persons per
household by 1990. This occurrence also was reflective of State and national trends.
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ANDROSCOGGIN COUNlY RESIDENT EMPLOYMENT NON-MANUFACTURING BY
INDUSTRY
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Maine

Unemployment rates in Androscoggin County have reached all time highs during the late
1980's and early 1990's. Due to the number of plant closings and the shift away from the
traditional industries, unemployment rates in Androscoggin County in several communities have
been as high as twenty percent. Recent unemployment rates (1991) for a selected number of
communities included: Auburn (9.7%), Lewiston {10.05), Lisbon (8.8%) and Sabattus {11.79%).
The average weekly wages in Androscoggin, Franklin, and Oxford counties have trailed
behind state levels in most industry sectors. The following table depicts wage levels in the
region by sector.

AVERAGE WEEKLY WAGE LEVEL

Agriculture,
Forestry & Fishing

268

312

261

284

Construction and
Mining

404

336

426

442

Manufacturing

454

463

489

477

Transportation &
and Public Utilities

436

463

403

487

Wholesale Trade

436

401

410

494.

Retail Trade

215

186

215

227

Finance,
Insurance, and
Real Estate

406

343

375

483

Services

372

277

294

354

State Government

407

476

398

454

Local Government

390

365

365

370

Income and wage levels in the region have historically been lower than state and
national averages. The median family income in the region has been below state levels
with the exception of Uvermore Falls LMA. The following chart depicts median family
income over time:
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MEDIAN FAMILY INCOME

STATE

MAINE

16,167

26,100

61.4%

31,100

19.2%

MSA

ANDROSCOGGIN

15,980

24,200

51.4%

30,000

23.9%

NON-MSA

ANDROSCOGGIN

17,056

26,200

53.6%

31,700

21.0%

CNTY

FRANKLIN

16,003

24,600

53.7%

29,800

21.1%

CNTY

OXFORD

15,232

23,500

54.3%

28,300

20.4%

Source: U.S. Dept. Housing and Urban Development

Educational levels vary throughout the region. Androscoggin County continues to have the
lowest levels of educational attainment. However, this is a reflection of the availability of jobs,
especially in traditional manufacturing industries, which have not historically required much
formal education.
EDUCATIONAL ATIAINMENT OF PERSONS AGE 25 AND OVER: 1980 VS. 1990

OXFORD

19.64

9.69

67.9

76.9

10.83

12.7

FRANKLIN

15.42

7.43

70.3

79.7

14.00

17.7

ANDROSCOGGIN
CNTY

25.92

14.20

58.50

71.8

10.50

12.6

MAINE

16.57

. 8.82

70.61

78.8

14.40

18.8

Source: Bureau of the Census

Oxford County - Historic Discussion
The southern portion of Oxford County area also known as the Oxford Hills area saw tremendous
growth and transformation from a natural resource based economy to a growing regional retail center and
extended housing market for the Greater Portland area during the 1980's. During period of time,
downtown areas were revitalized and limited industrial development and significant commercial development
12

occurred along the Route 26 corridor which bisects this area in a north easterly direction. Incomes,
however, rose more slowly in southern Oxford County than anywhere else in the region, because the
economic growth and diversification did not change the predominantly low wage scales. At the same time,
housing costs rose more rapidly in this area: than any other part of the region. New residential construction
occurred primarily along lakefront property.
Northern Oxford County, during this period of time, had a net stagnation in its economy, although
there were many disparate forces at work. In the Rumford area, the paper mill which dominates the local
economy no longer could be counted on for job expansion, even as mechanization raised output.
Consequently during the 1980's this portion of Oxford County lost population. Nearby, In the Bethel-Newry
area, tourism grew to become the leading employer instead of traditional industries (wood products).
Continued plant closings (primarily in wood products) and slower than average growth in the service sector
for this portion of the region kept unemployment rates higher here than in any other part of the region.
Franklin County - Historic Discussion
Franklin County had the most rapid population increase in the region, at roughly 1% per year. With
the exception of 1988, when there was a strike at International Paper, Franklin County had less severe
ups and downs in its unemployment rates than other parts of the region. Tourism, and tourism related
construction (especially second home development), accounted for most of the growth in northern Franklin
County. In the southern part of the county, there was extensive new retail development along the Route
4 corridor. Per capita income grew slowly, however, Franklin County continued to include several of the
lowest income towns in the region.
Region Update
Beginning in 1990, construction of new residential and commercial structures had slowed. There have
been a staggering number of large layoffs in the past two years, not only in the region's traditional
industries that have been experiencing long term decline, but also in newer industries such as metals and
electronics. Something interesting to note was that as the traditional manufacturing industries in western
Maine were on a decline, Bath Iron Works and Brunswick Naval Air Station were expanding their needs
for employees, services and supplies. This occurrence served to cover up the true extent of the decline
of 1he· traditional industries. Additionally, there also have been layoffs in the financial and consumer
services. Because of the severity of this situation, two counties (Androscoggin and Oxford), qualified for
federal assistance under the Economic Development Administration, Sudden and Severe Economic
Dislocation Title IX Program. This Program is currently being administered by AVCOG. Additionally,
because of the more recent severity of unemployment in Franklin County, AVCOG is evaluating whether
or not Franklin County would qualify for federal assistance under this same program.
The tenuous position of the region's still significant natural resource based industries, the reliance of
the tourism industry with a depressed New England consumer market, and the persistence of relatively
low incomes are severe obstacles in the AVCOG region which need to be addressed. These obstacles,
coupled with high unemployment rates and decreasing retail sales will result in a slow economic recovery
for western Maine in the near future.
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4.

DEFENSE DEPENDENCY OF WESTERN MAINE

Although there are no large military installations nor major defense facilities located in Western Maine,
the region is dependent on the defense industry in a two ways:
• as a source of employment
• as a source of business sales or contracts.
Both of these •dependencies• will impact communities where the highest concentrations of resident
defense workers or businesses involved in defense related work.
4.

a. Defense as a Source of Employment

·Bath Iron Works: Bath Iron Works (BIW), founded in 1884, is a private corporation with headquarters
in Bath, Maine. BIW is a builder of the ARLEIGH BURKE Ageis Class Destroyer, a sophisticated surface
combat vessel utilized by the U.S. Navy. The company includes three main divisions with the following
missions:

1.
2.
3.

Bath Iron Works Corporation, located In Bath, Maine: ship building and steel fabrication
Bath Iron Works - Hardening Plant, located in Brunswick, Maine: steel processing
BIW Overhaul & Repair Facility, located in Portland, Maine: ship repair.

Over the years, BIW has been involved in the construction of both commercial and military ship
building. During the 1980's, with the federal defense buildup, BIW converted almost entirely to military
shipbuilding. By 1990 Bath Iron Works employed close to 11,950 people (refer to the pie chart on the
following page for a residential distribution by community). In the early 1990s, BIW began to downsize
as military cutbacks in Washington began to effect the company. By 1991, BIW employed approximately
10,000 people.
Of those 10,000 employees in 1991, almost 25% lived locally in Bath and Brunswick. However, nearly
20%, or approximately 2000 BIW employees, resided in the AVCOG region. The following table identifies
the AVCOG communities where a majority of BIW employees reside:
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Total BIW Employment by County 1990

Sagadahoc

Kennebec

Source Bath Iron
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BIW Employment by Community Residence
AVCOG Region
BIW Employees, 1991

Town
Auburn ·
Greene
Lewiston
Usbon
Mechanic Falls
Sabattus
Rest of AVCOG Region
TOTAL in AVCOG Region
TOTAL BIW EMPLOYMENT, 1991.

383
98
711
332
49
167
248
1,988
10,380

The highest concentrations of BIW workers reside in four communities located in the
AVCOG region - Auburn, Lewiston, Lisbon and Sabattus. BIW's 10,000 workers earn wages
close to the national average and more than the State average wage. BIW has an annual payroll
of over $300 million for its workers concentrated in Androscoggin, Cumberland, Kennebec and
Lincoln Counties. ·

Brunswick Naval Air Station (BNAS), located in Brunswick, Maine, is home to Patrol Wing
Five, one of two Patrol Wings on the Atlantic Coast. The base was reactivated in 1951 with the
principal task of anti-submarine warfare. In 1992, BNAS employed approximately 3,200 military
and 800 civilian personnel. The majority of both civilian and military employees of BNAS reside
in the immediate Brunswick area. However, in 1992 there were 223 BNAS military personnel
and 121 civilian personnel residing in the AVCOG region.
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The following table identifies communities in the AVCOG where the majority of BNAS
employees reside:
BNAS Employment by Community Residence
A VCOG Region
Town

BNAS Civilian
Employees, 1992

BNAS Military
Employees, 1992

Auburn
Durham
Hebron
Lewiston
Lisbon
Sabattus
Rest of AVCOG region

10
0
0
19
78
7
7

22
21
10
18
126
24

Total, AVCOG region

121

223

.Total BNAS employment 1992

789

.2

3184
The highest concentrations of BNAS employees reside in Auburn, Lewiston, Lisbon and
Sabattus. In Fiscal Year 1990, BNAS payroll was approximately $120 million.

Business suppliers/contractors. to defense industry: As reflected in the next section, there
are a large number of businesses in the AVCOG region which either contract directly with
defense facilities or BIW. Through research efforts, AVCOG identified 255 firms in the region
which have had defense related contracts between 1990 and 1992. The firms range in size from
small to medium and the nature of the businesses range from manufacturing to nonmanufacturing.
Due to the sporadic nature of defense related contracts, it is difficult to estimate the number of
jobs which could be considered "defense related". Additionally, there exist an unknown number
of suppliers of the identified contractors and local retail sector jobs (serving resident defense
employees) which might be affected indirectly by the defense industry decline.
By surveying identified defense suppliers/contractors, A VCOG was able to determine the
nature of defense related employment. A general discussion of the A VCOG survey methodology
is included in the next subsection (Defense as a Source of Business Sales or Contracts).
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Following is a discussion of employment trends as summarized from A VCOG business
survey results This discussion categorizes employment of identified defense suppliers/contractors
located within the AVCOG region by three industry types - manufacturing, construction, other
non-manufacturing.
Manufacturing employment of defense contracts has been decreasing since 1989,
according to survey respondents. The 13 manufacturing businesses responding to the
survey represent industries including metal manufacturing, food and beverage production,
material manufacture (textile, plastics), concrete fabrication and others. Employees of
these businesses were classified either as semi-skilled or highly skilled employees.
Income levels ranged from $15,000 to $35,000.
Construction employment generated by defense contracts is often seasonal in nature, and
varies greatly from year to year. Construction employers who completed the survey (ten
businesses) identified their employees as possessing skills ranging from minimal to very
highly skilled. Survey respondents indicated that due to the seasonal nature of
employment, income levels were generally difficult to categorize. Those that did respond
indicated that most of their employees fall in the $15,000 to $24,999 income range. Due
to the sporadic nature of the work, construction firms were unable to label employees as
being "defense dependent." However, the defense industry has provided a large number
of defense contracts for construction firms in Western Maine, and is probably responsible
in part for the large growth in construction employment in the region in 1980s and into
1990.
Other Non-Manufacturing employment related to defense contracts was considered more
stable by survey respondents than defense related employment in either the
manufacturing or construction sectors. Defense work was often a small percentage of
total business sales (less than 10%) but a steady part of contracts. Of 13 total
respondents in this category, eight businesses were wholesale/retail, and five were service
oriented businesses. Employee skill levels were reported as semi to high skilled, and
income levels ranged from $15,000 to $35,000.

Summary ·subsection 4.a.
In 1991 approximately 2000 BIW employees or 20% of BIW's total workforce resided in the
·AVCOG region. The highest concentration of workers resided in five communities - Auburn,
Greene, Lewiston, Lisbon and Sabattus. Almost six percent or 223 BNAS workers reside in the
A VCOG region. Again, the highest concentration of these employees reside in the same four
communities identified above with the exception of the community of Greene. The defense,
supplier/contractors responding to AVCOG's survey indicated that approximately 76 jobs were
dependent upon defense work.
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4.b. Defense as a Source of Business Sales or Contracts
Within Western Maine, there are many businesses which have had, or continue to have,
contracts with military installations or large defense industries/facilities outside the region.
Through research efforts, State contacts and the Small Business Administration, AVCOG has
identified 255 businesses in Western Maine who have had "defense" contracts between 1990 and
1992. These businesses are direct suppliers and contractors to BIW, BNAS, and other military
installations in Maine and outside of Maine. There may also be suppliers of these suppliers not
identified and contractors of other large defense industries. such as Saco Defense and Pratt &
Whitney, which are not included in the list of 255 businesses.
Discussions with local leaders and business persons indicate that local business dependency
on defense dollars is mostly linked to Bath Iron Works (BIW) and Brunswick Naval Air Station
(BNAS). Of the two facilities, BIW generates considerably more contracts in Maine that BNAS.
In FY 1992 BNAS made $44,700,000 in purchases from Maine firms. In FY 1992, BIW bought
$183,400,000 of goods and services from Maine firms. Of the 255 businesses identified in
Western Maine, here is a breakdown of known contracts:
Defense Industryanstallation

# Businesses Identified as

Suppliers in WE. Maine
Bath Iron Works
Brunswick Naval Air Station
Camp Keyes, Nat'l Guard
Loring Air Force Base
Portsmouth Naval Ship Yard

140
118
31
17
17

Several area businesses also had contracts with other military installations such as the
Department of Defense in Pennsylvania and Virginia, and Pearl Harbor Ship Yard in Hawaii.
Through AVCOG's business surveying efforts, AVCOG discovered that more than half of the
businesses surveyed also had contracts with more than one defense industry/facility.
Additionally, the types of contracts that each facility generates are not of similar nature. In
reviewing the types of businesses and services provided to BIW and BNAS by firms in Western
Maine in the past two years, it can be summarized that:
-BIW, as a major production facility, required numerous parts, and generated contracts
which require manufacturing. Additionally, BIW purchased wholesale goods and
required significant amounts of services. Contracts with BIW ranged from under $1000
to over $1,000,000.
-BNAS, as a naval station, had fewer contracts with manufacturing firms. Contracts
included a significant amount of construction, services and wholesale goods. Except for
major construction contracts and repair jobs, most contracts were under $10,000.
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4.c. A VCOG Defense Survey Summary
In order to better understand the defense dependency of the region's businesses, A VCOG
conducted a survey of 70 area businesses of total 255 identified in "defense" related work. The
seventy businesses chosen were those with contracts during the past 3 years totalling over
$50,000, businesses with repetitive contracts, and other businesses which would significantly
impact local rural communities outside of Lewiston and Auburn area. Through mail surveys and
follow-up phone calls, A VCOG collected 36 completed surveys {five companies refused to
answer the survey, two businesses had closed). This represents a greater than fifty percent
response rate. A copy of the survey is included in the appendix. The businesses surveyed
generally fell into three categories: manufacturing, construction, other nonmanufacturing.
Following is a discussion of survey results for those three categories.

Manufacturing Businesses-Survey Results
A total of 13 manufacturing businesses were successfully surveyed including seven metal
and tool fabricators and one food and beverage processing company. Eight of the
manufacturing firms responding to the survey were in Lewiston or Auburn. Annual
defense related sales during the past three years were reported by almost all respondents.
The percentage of total sales reported by respondents was as follows:
Defense related sales as

#of Firms
a % of total sales
1firm
6 firms
6 firms

100%
10-50%
0-10%

Seven of the firms experienced a noticeable drop in defense sales since 1989, and five
reported a decrease in total employment since 1989. All firms surveyed were pessimistic
concerning future defense contracts. However, these businesses were extremely
optimistic about the potential growth of their .tntal sales in 1993 and 1994: five indicated
that their total employment will grow, and seven indicated that their total employment
levels would remain stable. Eight of these firms had already begun to seek markets to
replace defense contracts, and five were already involved in exporting to international
markets. The firms responding to the survey expressed interest in receiving public
assistance in the following areas:

# firms indicating
medium~high need
11
7
6
6
5
4

Category
Market Research ME & US
Research and Development
Marketing Techniques
Loan funds
Employee Training
Exporting Assistance
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Construction Related Businesses - Survey Results
Of the ten construction businesses completing the survey, all described the sporadic
nature of defense construction contracts. None of these companies had annual contracts
for consistent amounts during the past three years. Typically these businesses had a
contract for one year which accounted for a large percentage of their total annual sales
and did not have a contract the following year. Only four of the ten respondents
indicated that they were considering new markets to replace defense contracts. Although
the construction businesses could not correlate their employment levels directly to
defense contracts, every company noted a decrease in employment from 1989 to 1992.
In 1990, these ten construction companies employed a total of 380 employees. By mid
1992, they employed only 180 employees. The firms expressed interest in public
assistance in the following areas:
category
medium-high need

# firms indicating

Marketing Techniques
Market Research, in Maine
Employee Training
Loan funds

7

s

5
4

Other Non-Manufacturing Businesses-Survey Results
Of the 13 non-manufacturing businesses (other than construction) responding to,
the survey, eight businesses were wholesale/retail, and the remaining were repair
and other miscellaneous service providers. During a three year period, these
companies indicated that annual sales were fairly stable from year to year (unlike
construction), and no major decrease in sales has been noticed to date. Defense
related sales as a percentage of total sales for this category was as follows:
Defense related sales as
a % of total sales

#firms

over SO%
10-30%
1-10%

1
4
7
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Each of the firms surveyed were fairly optimistic about their future in general,
predicting their total employment level to remain stable or grow slightly.
However, nine of the respondents indicated that they had begun to consider
replacing defense contracts with other alternatives. Four of the firms are already
involved in exporting to international markets. These firms expressed interest in
public assistance in the following areas:
category

# firms indicating

medium-high need
Market Research, in Maine
Marketing Techniques
Employee Training
Loan funds
Market Research, in US
Exporting Assistance

10
7
3
3
3
2

Summary Subsection 4.b. and 4.c.
Businesses surveyed recognized that defense industry work is declining and have already felt
some impacts of decreasing defense contracts. The businesses were optimistic about the future,
however, they indicated that their greatest need, by far, is in finding new markets to replace
defense contracts.
4.d. Defense Dollars Indirectly in the Region's Economy
A large number of workers employed at BIW and BNAS (over 2,200) reside in the AVCOG
region. The largest segment of this group are the BIW workers which total approximately 2000.
AVCOG was unable to obtain specific information regarding the income make-up of BIW
workers in order to conduct an economic impact analysis. However, it is recognized that BIW ·
workers make higher than average wages for Maine and, therefore, would have higher than
average disposable income.
Additionally, through one survey, AVCOG was able to determine that there are at least 76
workers whose jobs are dependent upon businesses located within the AVCOG region which
contract directly with BIW or BNAS. Therefore the average number of "defense dependent" jobs
for the 36 companies responding to the AVCOG survey is 2.11 (76 jobs divided by the 36
businesses responding to the A VCOG survey). Multiplying this "average" by the remaining
businesses identified to be involved in defense work (219=255 (total number of businesses
identified to be involved in defense work)- 36 (number of businesses responding to the survey))
results in approximately an additional 462 jobs which potentially could be defense dependent.
the summation of these two figures 76 plus 462 leads one to conclude that approximately 538
jobs could be considered defense dependent. The workers for these businesses involved in
defense work also will impact the local economies as the defense industry continues to decline.
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s. THE DECLINING DEFENSE INDUSTRY AND POTENTIAL
IMPACTS TO WESTERN MAINE
In response to evolving national security policies, the Department of Defense has been
targeted for budget cutbacks. The extent of future cutbacks is difficult to determine because
forecasts are dependent upon decisions about national and international policies. Present policies
have impacted the funding the Department of Defense and it is recognized by State and federal
sources that there will addition reductions in defense expenditures in the future.
The previous sections of this analysis have identified some potential impacts to western
Maine. This section will provide a discussion of the current events associated with both BIW,
BNAS and suppliers/contractors to the defense industry along with identifying the ways western
Maine will be impacted.

Bath Iron Works (BIW): As indicated earlier, BIW employs approximately 10,000 people.
In the early 1990s, BIW already began to be impacted by the declining defense industry.
Between 1990 and 1992, BIW laid off approximately 800 employees. Two hundred and twentyfour of the BIW workers laid-off during this period of time reside in the AVCOG region. BIW
layoffs during this period of time in the AVCOG region by occupation, were as follows:
A VCOG Region

BIW lAYOFFS
May 1, 1990- June 2, 1992
# of Layoffs/occupation
35 Tinsmiths
24 Electricians
22 Shipfitters
22 Welders
14 Outside Machinists
12 Pneumatic Operators
11 Laborers
9 Insulators
7 Material Clerks
6 Stage builders
6 Painters
5 Safety Inspectors
5 Carpenters
5 Yard Riggers
3.1 Other Miscellaneous
224 Total A VCOG region
In 1992, BIW laid off people on a monthly basis despite several new ship orders. It has been
announced that BIW may reduce their workforce by another 2,400 jobs over the next two years.
In the short-term (1992-1994) the impacts of future BIW lay-off will be gradual, but
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continuous. In the long term (1994 and after), BIW must rely either upon the federal need for
the class of warship produced at BIW, or success in product diversification. H BIW opts to
diversify into commercial shipbuilding markets, they will face tough competition both nationally
and internationally. H BIW is successful with a transition to commercial ship building, the
competition will probably force BIW to reduce the size of their workforce, and wage rates. The
present size of the ·workforce will need to be reduced because commercial ship construction does
not require the sophisticated equipment needed for a military ship. Additionally, the wages of
the present and future workforce probably will be affected negatively because BIW will be forced
to reduce wages to be competitive in the private sector. The long-term prospects for BIW are
uncertain.

Brunswick Naval Air Station (BNAS) To date, BNAS employment has remained stable.
Additionally, base contractual work has remained fairly constant during the last three years.
However, BNAS faces two more rounds of base closures and realignment assessments, in 1993
and 1995. No impacts to the western Maine economies are expected in the short term (19921994) because of the length of time it takes to eventually close a military base once it have been
identified for closure. The long-term (1994 and after) future of BNAS is difficult to determine.
However, future closure of BNAS will result in a loss of jobs for AVCOG region residents and
a loss of sales to businesses located in the AVCOG region. The size of BNAS existing
workforce and historical contractual work will not impact the AVCOG region as significantly as
changes occurring at BIW.
Suppliers/contractors to Defense Industry Suppliers and contractors in the AVCOG region
are dependent upon the fate of BIW and BNAS for a portion of business sales. According to the
Maine State Planning Office:
The outlook for Maine's subcontractor segment is mixed. Many of these firms have
already suffered job losses related to defense cutbacks. At least 1,400 jobs have been
lost at these other defense-dependent firms around the State since 1990. As they cover
the gamut of U.S. defense activity, this segment of Maine's defense-dependent economy
is likely to· experience some level of continuing decline in demand. The fate of
individual firms depends upon the continuation of the weapon systems or installation
upon which they rely and the success of their efforts to reduce their dependency upon
defense-related contracts.
In summary, it is clear that Western Maine's economy will be impacted by future reductions
in defense expenditures. The impacts will be gradual, but continuous in the short term (1992 1994). The long term (1994 and after) is remains uncertain, however, economic impacts could
be severe if either BNAS is downsized or closed; or, if BIW is unable to maintain defense
contracts or make the switch to commercial shipbuilding. The economic impacts can be
categorized in the following three ways:

1. impacts to workers
2. impacts to businesses
3. impacts to communities
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The extent of impact to workers, businesses and communities depends greatly upon the fate
of the defense industry in Maine, the capability of Maine's defense industry to successfully
reduce their dependency, and the preparedness of communities to actively assist in this
transitional economic period.
The next three sections of this analysis
a.

identifies existing resources for transitioning workers, businesses and communities

b. identifies specific needs for transitioning workers, businesses and communities and
c.

provides recommendations for local, regional, multi-regional and state implementation
to address determined impacts. The word "transitioning" is defined to describe the
.needs of workers, businesses and communities in all stages of defense decline.
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6.

EXISTING RESOURCES AND RECOMI\.mNDATIONS
TRANSITIONING DEFENSE WORKERS

FOR

The AVCOG region, and in particular the greater Lewiston-Auburn Area, is extremely
fortunate to have a wide array of services currently available for workers, businesses and
communities. The agencies and organizations of this area have a long history of working
cooperatively to develop innovative and comprehensive services. However, it has become clear,
in analyzing the capacity of existing agencies, that the changing economy and recent recession
have over burdened the existing service delivery system. Unemployment rates in the past have
exceeded 12 percent in the Lewiston-Auburn MSA resulting in long waiting lists to be used in
order to determine service delivery. Any additional job for area residents which will occur due
to declines in defense will place an additional burden on an already over burdened system both
short- and long-term.

6.a. Defense Workers in Transition: Existing Public/Non Profit Agency Resources
TrAining and Education

Health/Mental Health

Job Corps Admission & Placement
ME Employment Security Commission
Mountain Valley Training•
Adult Education Departments (each school
district)
Literacy volunteers of UA, Portland
Central Maine Technical College
Mid-State College
Husson College, Lewiston
Lewiston-Auburn College
Univ. of ME, Farmington
Univ. of So. ME, Portland
WEET, Department Human Services

Tri-County Family Health
Tri-County Dental Health
Tri-county Mental Health
Crisis Intervention hotline
YWCA, YMCA (Stress management)
Alcoholics Anonymous
St. Mary's Chemical Dependency Unit
Food/Shelter/Heat

Foodstamps; Dept. Human Services
General Assistance (Town offices)
Women, Infants, Children (WIC)
Local food banks, homeless shelters
Emergency Assistance, Dept Human Services
CMP
Western Maine Community Action
· Community Concepts Inc.

Job Search and Placement

Department of Labor, Job Service
Mountain Valley Training

Credit Counseling
Small Business Assistance

Credit Counseling Center, Portland

AVCOG, Small Business Development
Center
S.C.O.R.E.
Cooperative Extension Service (each county)

lnfqrmation!Referral

United Way First Call

"'Mountain Valley Training and Coastal Economic Development in Brunswick currently receive funding for retraining
BIW employees who are laid off. However this contract terminates in June, 1993.

26

6.b. Defense Workers in Transition: Identification of Needs
The agencies listed above have a long history of working cooperatively. However, in the
wake of rapidly rising unemployment rates, especially in Androscoggin County, in the Fall of
1991 the University of Maine Cooperative Extension joined forces with the United Way to
establish an ad hoc committee called Workers in Transition. The committee was made up of
representatives from the agencies described above as well as dislocated workers, and grew to
include over 60 people. The Committee has been actively meeting monthly since it was
established. The Committee was partitioned into subcommittees to actively pursue responses to
needs identified by the ad hoc Committee. Accomplishments to date include:
• a listing of agency programs and services
• an effort to collect additional information on workers and their needs through a survey
of people in general assistance offices
• a comprehensive resource directory of available services for workers in transition
• a unified calendar of educational and training offerings
• the initial stages of developing a "walk-in center" for all workers in transition.
AVCOG called upon the Workers-in-Transition Committee to discuss the decline of the
defense industry as it affects transitioning workers and the agencies which serve transitioning
workers. A VCOG met with the committee twice, in June and July of 1992. Considering the
nature of defense employment, the committee identified the following specific needs of this
population: ·

1. Access to job opportunities, job placement services
2. Access to affordable education and retraining
3. Access to affordable counseling services including career counseling, credit counseling,
adjustment counseling, and family counseling
4. Access to basic human services including medical care, food, shelter
The Committee agreed that the majority of agencies currently serving transitional workers
are over burdened due to the high unemployment rates and fiscal constraints. Additional layoffs
from the defense related occupations would added to an already over burdened system. this will
result in addition delays and a reduction of service. One example of an agency which is
operating in this environment is Mountain Valley Training, an agency providing assistance to
dislocated workers, which has a waiting list of over 300 people. This translating to a 3-9 month
wait for service. additionally, Tri-county Mental Health and other public health agencies have
been faced with cutbacks and community needs which surpass funding availability.
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The Committee noted that the current system is rult structured to serve all transitional defense
workers for the following reasons:
• Some defense workers need transitional services while still employed, and therefore, may
not qualify for assistance because they are not "dislocated" workers. Defense workers
needs include career counseling and subsidized training.
• Some defense workers may not qualify for assistance because of their past income, and
assets still in possession.
• Many defense workers possess technical skills, but may need basic educational upgrades
and other workplace skills.
• Skilled defense workers may be good candidates for starting their own small business.
However, starting a small business requires an initial investment and a considerable
amount of counseling/assistance.
• Coming from relatively high paying, fairly stable jobs, defense workers will face
considerable changes -- which can be emotionally difficult for individuals and families.
• Defense workers may not know what services are available, or may not be willing to enter
into traditional programs and existing agencies

6.c. Defense Workers in Transition: Recommendations

Recommendations for Local Implementation (Auburn, Lewiston, Lisbon, and Other
Communities with Defense Workers)
• Educate affected municipalities about potential defense decline impacts. A VCOG will
provide infonnation regarding defense industry decline to municipal officials, as well as
make them aware of resources available for defense workers in transition. A VCOG will·
do this by providing copies of this report to Auburn, Lewiston, Lisbon and Sabattus (the
most impacted communities) and meet with these communities to discuss the report
·findings.
• Make resource directories available locally. The Workers-in-Transition Committee should
provide the agency/resource directory for distribution to municipal offices, social service
agencies and other locations frequented by the public such as grocery stores.
• Participate in Regional Efforts. Municipal officials, including community development
staff and general assistance staff particularly from the most affected communities, should
remain part of the regional Workers in Transition Committee and other regional efforts. ·
Communities should also participate in regional planning efforts conducted by AVCOG.
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• Explore needs for services in Lisbon and Sabattus. Because most of the existing services
available to defense workers in transition are located in Lewiston and Auburn, the towns
of Lisbon and Sabattus together with service provider agency representatives should assess
the need for providing services locally.
• Expand Adult Education and other Local Services. Existing programs, such as adult
education, should be supported and expanded to serve the educational needs of defense
workers in transition.

Recommendations for Regional Implementation (AVCOG region, Androscoggin; Franklin,
Oxford Counties)
•

Include Defense Issues in Regional Planning Efforts. AVCOG should include "defense
workers in transition" as a regional issue in the AVCOG's 1992-93 Overall Economic
Development Plan under the Androscoggin county section.

• Include Defense Issues in Multi-town Planning Efforts. AVCOG should educate the
Lewiston-Auburn Development Strategy Committee about the need for the transitioning
of defense workers, and incorporate issues/strategies into UA Development Strategy
planning process.
• Recognize Transitionjng Defense Worker Needs in Program Development. All service
provider agencies should recognize the needs of defense workers in transition when
developing future programs and services.
• Continue Participation in Regional Workers in Transition Efforts All service provider
agencies should continue quarterly meetings of the Workers in Transition Committee, as
well as subcommittee efforts as needed. Continue the educational calendar and continue
disbursement of agency/resource directory and update as appropriate.
• Continue the Development of the "Walk-In Center". The group responsible for the
development of a walk-in or informational center for workers in transition (Workers in
Transition Subcommittee) should continue to meet regularly to develop this concept and
· This Subcommittee should continue to
identify potential funding sources.
coordinate/cooperate with United Way. As envisioned, this center would serve as a
source of referrals and information, would provide counselling for all workers in
transition, would have limited eligibility requirements, would be a cooperative effort of
numerous agencies linking all types of worker services, and could provide some· services
at the center location. This "Center" should not duplicate existing programs or services
already available.
e Coordinate with Bath-Brunswick Area for Assuring Service Needs are Met. Coordination ·

with Coastal E..conomic Development (CED), for assuring immediate services for
dislocated BIW (and if needed BNAS) employees. Improve tracking ofdislocated defense
workers. Presently services to dislocated BIW workers are handled by upwards of three
agencies providing services dependent upon the individuals' residence. No one agency
of the three has the responsibility to track dislocated BIW workers.
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e Coordination with Regional Planning Agencies. State and Federal Agencies. AVCOG
should continue to work with other regional, state and federal agencies such as Capital
Coastal Council of Governments, State Planning Office, Economic Development
Administration (EDA). Work with regional and state agencies would be in the area of
multi-regional solutions to assist transitional defense workers. Federal agencies such as
EDA will be contacted as appropriate to assist in funding defense related work.
e Explore Business Opportunities for Transitional Workers. AVCOG should explore
possibilities for determining and establishing additional programs to assist interested
transitional defense workers start their own businesses.

Recommendations for Multi-jurisdictional Implementation (AVCOG, Bath and Brunswick)
e AYCOG Representation on Bath and Brunswick Defense Committees. AVCOG should
be represented and participate as a member of local or regional committees established
to address defense dependency issues relating to BIW and BNAS. The findings of the
AVCOG regional defense dependency analysis identify the reliance of Androscoggin
County (particularly Auburn, Lewiston, Lisbon and Sabattus) to BIW and BNAS.

Recommendations for State Implementation
e Continue Centralized Organization of Defense Strategies. The Maine State Planning
Office should continue to function as a central point for planning and organizing defense
conversion strategies.
e Recognize Needs of Transitional Defense Workers in development Programs and Provide
Funding. · The State Departments of Education, Human Services, Labor, Economic and
Community Development, etc. should recognize the need for transitional services for
defense workers in providing funding to service provider agencies and communities.
e Pursue Funding for "Career Centers." The State Planning Office and Department of Labor
should continue to pursue funding for development of the "career center" proposal, as
consistent with regional "walk-in/information center" concept. If awarded, the Workersin-Transition Committee should serve in an advisory capacity for both planning and
implementation for the regional "walk-in/career center" established in Lewiston or
Auburn.
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e Evaluate Statewide System for Worker Training. The statewide system for worker training
should be evaluated and improved in the following areas:
- the system's ability to serve large numbers of people
- the system's ability to react to employer needs
- the system's ability to provide services to all types of workers
- the system's ability to make career changes a more positive experience
e Explore Alternative Mechanisms to Fund Education and Training of Transitional Worlcers.
The State should explore ways to encourage dislocated (or soon to be dislocated) workers
to obtain education and/or training before unemployment benefits run out.
e Insure Health Care Coverage js available for Dislocated Defense Worlcers. The State
should evaluate the health care system, to insure that dislocated workers and their families
have access to adequate health care.
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7.

EXISTING RESOURCES AND RECOMMENDATIONS
TRANSITIONING DEFENSE DEPENDENT BUSINESSES

FOR

The A VCOG region, and in particular the greater Lewiston-Auburn Area, is extremely
fortunate to have services currently available for local businesses. The development agencies and
organizations of the area have a long history of working cooperatively to develop innovative and
comprehensive services. However, defense dependent businesses have identified specific needs.
There is also the potential for defense workers to start their own small business.
The recommendations to address the needs of transitional defense dependent businesses and
communities were developed with input from a committee established by A VCOG to identify and
respond to economic development issues. A VCOG staff from the Economic Development
Division annually work with three established committees, one for each of the three counties in
the region, to develop the Overall Economic Development Program (OEDP) for the region. The
committee established for Androscoggin County is named the OEDP/ Subregional Policy
Advisory Committee.
7.a. Defense Dependent Businesses in Transition: Existing Public Resources
A VCOG Programs and Services
Business Finance Programs:
AVCOG initiated a formal Business Development Finance Program in 1980-1981. The
critical component of this program are A VCOG's in-house lending programs. The loans are
described below in five categories: Revolving Loan Fund Program, Sudden and Severe Economic
Dislocation Program, SBA 504 Program, Development Opportunity Fund (DOF) and FmHA
Intermediary Relending Program.
In 1980 the U.S.Economic Development Administration (EDA) awarded a $500,000 grant
to Androscoggin Valley Council Of Governments to establish a Revolving Loan Fund (RLF)
under the Long-Term Economic Deterioration (LTED) provision of Title IX of the Economic
Development and Public Works Act. The $500,000 in EDA funding was matched by $100,000
in local resources, bringing the initial capitalization of the fund to $600,000. These local
resources included $30,000 from the state, and the balance from A VCOG's membership. In
September, 1984 A VCOG was awarded a second EDA Title IX grant of $380,000 in conjunction
with $86,667 of local matching funds, bringing the total capitalization of the fund to $1,066,667.
In September of 1991, AVCOG was awarded a $1 million grant from EDA for a Title IX
Sudden and Severe Economic Dislocation Project. Rapid job loss occurred in both Androscoggin
and Oxford Counties in 1990, making the two counties eligible for the program. The funds are
used for a revolving loan pool and training programs to assist businesses rehire dislocated
workers. ·
AVCOG was designated as a Certified Development Company (CDC) by the U.S. Small
Business Administration on June 22, 1981. The 504 program provides long term, fixed asset
financing for qualified small business concerns that are expanding and creating or retaining jobs.
As a CDC, A VCOG may lend up to $750,000 or 40% of eligible project cost, whichever is less.
The balance of financing must come from participating private lenders and owners equity.
Under the original "503" program, bonds were sold through the Federal Financing Bank, in order
to finance CDC loans. Five years ago the program was "privatized" and bonds are now sold
through public placements. AVCOG responsibilities under the CDC program include the
packaging, processing, closing and servicing of 503/504 loans.
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The Development Opportunity Fund was established in 1986 through voluntary transfer of
from three municipalities to AVCOG. Initial capitalization was $245,000. These
municipalities had successfully competed for state grants to loan to businesses under a special
program of the Community Development Block Grant Program. A VCOG agreed to prioritize
applicants for loans from recaptured funds of these three communities in the administration of
the program.
stat~funds

In August of 1991, AVCOG was awarded $2 million from Farmers Home Administration
for the administration of an Intermediary Relending Program.

Financial Packaging Services: In addition to its in-house lending programs, AVCOG is also
very active in packaging assistance for tri-county businesses from a variety of other state, federal
and private sources. Dozens of businesses have been assisted through this service. AVCOG was
designated as a Certified Borrower Assistant (CBA) by the Finance Authority of Maine in 1986.
FAME is the state's primary business lending and financing delivery system. AVCOG has
assisted between 15 and 20 businesses as a CBA. AVCOG maintains ongoing relationships with
other state and federal funding agencies and programs including the U.S. Small Business
Administration, Farmers Home Administration, Department of Housing and Urban Development,
and Maine Department of Economic and Community Development. A VCOG also works closely
with the banking community, venture capitalists and other private investors.
Small Business Development Center: Since 1984 A VCOG has provided management
assistance and counseling services for small bJJsinesses as part of the Maine Small Business
Development Center (SBDC) program, sponsored by the U.S. Small Business Administration and
the Maine Department of Economic and Community Development. The SBDC offers assistance
in the following areas: start-up basics, preparing a business plan, financing, record keeping,
marketing, production management, cash flow analysis and budget preparation.
Development Plannjng!Exportjng: As an EDA Development District, A VCOG develops an
annual work program each year to address the needs of businesses and communities in the area
of economic and community development. This process includes annually updating the Oyerall
Economic Development Program Report, and sub-regional economic development strategy
development. Past studies have been conducted and technical assistance provided in subject such
as exporting, tourism and the wood product industry. AVCOG also maintains a regional
datacenter.
Lewiston-Auburn Economic Growth Council (LAEGC) - is the primary organization for
attracting and assisting new and expanding businesses. Low-cost loans and financial packaging
assistance are available through IAEG~ along with other free businesses services.
Local Development Corporations - Located within Auburn, Lewiston and Lisbon.
7.b. Defense Dependent Businesses in Transition: Identification of Needs
The A VCOG staff working with the Androscoggin County OEDP Subregional Policy
Advisory Committee over a four month period beginning in June, 1992 identified several barriers
and opportunities affecting economic development activities for businesses located within the
region. A selected list of both the identified barriers and opportunities is as follows:

33

Business Development Barriers
• Access to capital continues to be difficult, especially for small businesses
• Business assistance programs are operating at maximum capacity
• Businesses lack expertise, information and assistance related to exporting
• High cost of doing business in Maine: business climate, workman compensation, etc.
• Need for more access to job training/retraining and workplace education
• Defense dependency of some businesses
Business Development Opportunities
• Existing development organizations and financing programs: AVCOG, Lewiston Economic
Council (LAEGC) and others. Ability of these agencies to work together.
• Established businesses assistance programs: AVCOG, UA Chamber, I.AEGC
• Growth industries which may be appropriate for Androscoggin County: telecommunications
and information services, environmental related and health care industries.
Through defense survey efforts, the overwhelming need of businesses responding to the survey
include market research assistance. A specific recommendation to address this need is included
under the state Implementation Section.

7.c. Defense Dependent Businesses in Transition: Recommendations
Recommendations for Local Implementation (Auburn, Lewiston, Lisbon, Sabattus, and Other
Communities with Defense Businesses)

• UA Development Strategy. Address the needs of defense dependent business in strategy
activities through input from local businesses involved in the UA Development Strategy
· and additional survey work.
• Develop local efforts for business retention and diversification. Implement business
retention and diversification efforts through the Lewiston/Auburn Chamber of Commerce,
Lewiston/Auburn Economic Growth Council, AVCOG and community development
directors. Network with State and Federal agencies, in addition to other defense
dependent communities, to develop programs and access funding.

Recommendations for Regional Implementation (AVCOG region, Androscoggin, Franklin,
Oxford Counties)
• Expand outreach of SBDC services to defense businesses. A VCOG should improve and
expand business counseling efforts to help business access new markets. This can be
accomplished with increased funding and through continued outreach and working with
export assistance providers such as Maine World Trade, Maine Department of Economic
and Community Development and the U.S. Department of Commerce, International trade
Administration.
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6 Increase businesses financing options. Administer existing loan programs and establish
new programs to provide financing to all businesses·. Provide assistance to businesses to
develop business plans, structure deals with local lenders, and access state and federal
lending programs.
• Skills upgrade and education· of existing employees. All training providers should
recognize the needs of defense workers in transition when developing future programs or
services for dislocated workers.
• Continue monitoring of BIW & BNAS activities. A VCOG should continue to monitor
events associated with the Brunswick Naval Air Station and Bath Iron Works.
• Coordinate efforts of State and federal programs impacting the Androscoggin Valley
Council of governments territory. This would include administration of present economic
development programs and future programs developed to provide assistance to defense
dependent businesses.
• Coordinate efforts of export assistance agencies to provide continued export assistance and
education to businesses. AVCOG should continue to work closely with the Maine World
Trade Association, U.S. Department of Commerce, ITA, Department of Economic and
Community Development, and the Small Business Development Center to provide
education, financing, and technical assistance related to exporting.

Recommendations for Multi-jurisdictional Implementation (AVCOG, Bath and Brunswick)
• AYCOG Representation on Bath and Brunswick Defense Committees. A VCOG should
be represented and participate as a member of local or regional committees established
to address defense dependency issues relating to BIW and BNAS. The findings of the
A VCOG regional defense dependency analysis identify the reliance of Androscoggin
County (particularly Auburn, Lewiston, Lisbon and Sabattus) to BIW and BNAS.

Recommendations for State Implementation
• Explore opportunities with the State SBDC Office. The State SBDC office should
consider developing customized training seminars and programs for defense dependent
businesses.
• Participate in local, regional, and inter-regional efforts related to defense dependency
~. The State should respond to and participate in defense dependency efforts.

··.'-
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8. EXISTING RESOURCES AND RECOMMENDATIONS FOR TRANSmONING
DEFENSE DEPENDENT COMMUNITIES
Within the AVCOG region, defense dependency is concentrated in Androscoggin County.
Within Androscoggin County, four communities located within Androscoggin County are
considered to be "defense dependent" based on the findings of this analysis. The four
communities are Auburn, Lewiston, Lisbon, and Sabattus. Community defense dependency is
based upon the following two factors:
1. The number of BIW or BNAS employees which reside in the community and/or
2. The number of businesses involved in defense related work which are located within the
community.
The following table provides the residential distribution for BIW and BNAS employment for
the most defense dependent communities:
Residential Distribution for BIW & BNAS Employment
A VCOG Region, 1992

Lewiston
Lisbon
Sabattus

711
332
167

37
204
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3.7
10.8
9.7

Source: Androscoggin Valley Council of Governments, 1992
A review of the above information provides insight into the determination about how severely
the above four local communities will be affected should continued future lay-offs occur as a
result of declining defense expenditures. The communities of Auburn and Lewiston were
included in this analysis because of their business defense dependence. This will be explained
in the following table.
The annual unemployment rates as of 1991 for these four communities are as follows:
Auburn (9.7%), Lewiston (10.05%), Lisbon (8.8%) and Sabattus (11.79%). Obviously, any
increase in the unemployment rate for these communities will result in further declines to the
local economies.
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Based upon AVCOG's research the number of businesses involved in defense related work
located within each of the four communities is as follows:
Defense Dependent Communities
AVCOG Region, 1992

Auburn

Sabattus

93

67
80

19
3

3

85

Source: Androscoggin Valley Council of Governments, 1992
A review of standard industrial classification codes for the businesses located within the
above communities indicates that the "type" of businesses located within Sabattus can be
considered construction. The three remaining communities include all types of businesses with
no particular concentration. However, it should be noted that Auburn and Lewiston each
included several metal and other types of manufacturing industry. The varied mixture of
businesses located in these communities will make it difficult to "tailor" a specific program(s)
to meet their needs.
.
The recommendations to address the needs of transitional defense dependent businesses and
communities, included in this section, were developed with input from a committee established
by A VCOG to identify and respond to economic development issues. AVCOG staff from the
Economic Development Division annually work with three established committees, one for each
of the three counties in the region, to develop the Overall Economic Development Program
(OEDP) for the region. The committee established for Androscoggin County is named the
OEDP/ Subregional Policy Advisory Committee.
8.a. Defense Dependent Communities in Transition: Existing Resources
l}le following resources are available to provide some fonn of community assistance:
Androscoggin Valley Council of Governments - A voluntary membership organization.
Programs and services are highlighted in the previous section. Community based assistance
services include economic development strategy planning and assistance with access to state and
federal public infrastructure financing programs.
Maine Municipal Association
Workers in Transition Ad Hoc Committee - The make-up and mission of this committee are
highlighted in the previous section.
Community Development Offices Sabattus.

Located within in Auburn, Lewiston, Lisbon not

Development corporations- Located within UA and Lisbon.
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8.b. Defense Dependent Communities in Transition: Identification of Needs
The AVCOG staff working with the Androscoggin County OEDP Subregional Policy
Advisory Committee over a four month period beginning in June, 1992 identified several barriers
and opportunities affecting economic development activities for businesses located within the
region. A selected list of both the identified barriers and opportunities is as follows:
Business Development Barriers
• state and federal mandates: dumps, sand/slat storage, tank replacement, clean water, storm
water separation.
• Multimodal transportation improvements are needed.
• high cost of maintaining community services, especially in the rural communities.
• rural communities lack economic development staff to meet local needs.
Business Development Opportunities
• Additionally economic development strategy planning and comprehensive planning is
needed to better define future business development opportunities.
• State and federal infrastructure financing programs (CDBG, EDA, FMHA, etc.)
• State "Defense Adjustment Career Center" proposal needed to address transitional
workers.
• Worker in Transition Committee effort to establish a "Walk in Center"
S.c. Defense Dependent Communities in Transition: Recommendations

Recommendations for Local Community Implementation (Auburn, Lewiston, Lisbon, Sabattus,
and Other Communities)
• Educate affected communities about potential defense decline. AVCOG will provide
information regarding defense industry decline to municipal officials, as well as make
them aware of resources available for defense workers in transition. AVCOG will do
this by providing copies of this report to Auburn, Lewiston, Lisbon and Sabattus (the
most impacted communities) and meet with these communities to discuss the report
findings.

e Participate in local. regional, inter-regional and state efforts related to defense dependency
~ Municipal officials, local development corporations, and chambers of commerce
should continue to participate on the Workers in Transition Committee and other state
and federal efforts. Additionally, communities through their representatives should
continue to participate in regional planning efforts conducted by AVCOG.

Recommendations for Regional Implementation (AVCOG region, Androscoggin, Franklin,
Oxford Counties)
e Promote community comprehensive planning and provide assistance. AVCOG in
conjunction with the State should continue to provide assistance to communities in with
to develop comprehensive plans.
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• Pursue available funding for the most impacted communities (Auburn, Lewiston, Lisbon
and Sabattus) to conduct multi-town development strategies and other work as
appropriate. A VCOG should research funding sources for this activity.
• AYCOG should coordinate or remain involved in multi-town efforts. AVCOG should
continue to function as a central point for coordination of multi-town efforts related to
defense dependency work.
• Liaison for. State and Federal Agencies. AVCOG should act as the liaison between the
State or federal agencies and local communities regarding defense dependency issues.

Recommendations for Multi-jurisdictional Implementation (AVCOG, Bath and Brunswick)
• AYCOG Representation on Bath and Brunswick Defense Committees. AVCOG should
be represented and participate as a member of local or regional committees established
to address defense dependency issues relating to BIW and BNAS. The findings of the
A VCOG regional defense dependency analysis identify the reliance of Androscoggin
County (particularly Auburn, Lewiston, Lisbon and Sabattus) to BIW and BNAS.

Recommendations for State Implementation
• Continue Centralized Organization of Defense Strategies. The State Planning Office
should continue to function as a central point for planning and organizing defense
conversion strategies.
• Consider establishing a new program under CDBG to provide assistance (planning,
infrastructure financing, etc.) for defense dependent communities. The CDBG program
should be broadened to include defense dependency related planning as an eligible
activity. Additionally, the Program could be broadened to give priority to defense
dependent communities.
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APPENDIX A

APPENDIX B

ANDROSCOGGIN VALLEY COUNCIL OF GOVERNMENTS
ANDROSCOGGIN COUNTY
OVERALL ECONOMIC DEVELOPMENT PROGRAM/
SUBREGIONAL POLICY ADVISORY COMMITTEE

Ms. Maxine Bailey, Town Manager
Town of Livermore Falls
Mr. David Bowie
Town of Lisbon
Mr. Raymond Guest
Town of Leeds
Mr. Kenneth Kokernak, Town Manager
Town of Turner
Mr. Ted Curran
Town of Sabattus
Mr. Robert Thompson
City of Lewiston
Mr. Dana Lee, Town Manager
Town of Mechanic Falls
Mr. Stephen Heavener
L.A.E.G.C
Ms. Lauire Winsor
L/ A Area Chamber of Commerce
Mr. Roland Miller
City of Auburn
Mr. Rodney Santos
Minot
· Richard Chick, Town Manager
Town of Poland
Mr. John Turner
DCI
Mr. Richard Willis
C.M.T.C

WORKERS IN TRANSmON COMMfl'l'EE
Belanger, Charlene
WCSH TV, Channel 6

Farley, Jon
TDC

Bourret, Mike
Department of Labor

Feeney, Dan
Development Director

Buch, Eric
United Way - Mid Coast of ME

Fowler, Fenwick
Western ME Community Action

Chase, Charlene
Community Concepts

Gove, Richard
WGMETV

Cost, Joan
Tri County Day Center

Greenwood, Helen
UA College

Costello Steve
Lewiston Sun Journal

Gross, Richard
Mid State College

Coverstone, Nancy
UMCE

Hackett, Sallie
Kelly Temporary Services

Derosier, Mary
United Way

Haegele, Lynda
Community Concepts

Donatelli,· David
Auburn Mall Management

Hager, Shirley
UM Cooperative Extension

Dorrer, John
TDC

Halinski, Gene
United Way of Tri-Valley Co

Dubord, Olive
Franklin County Extension

Heath, Beverly
Dir. of General Assistance

Dufour, Louise
ME Employment Security Comm.

Heavener, Stephen
I.AEGC

Duval, Steve
Job Training Adm.

Hierstein, William
CMTC

Eddy, Brenda
CMP

Howes, Eric
Senator William Cohen

Edgerly, Earl
Auburn Welfare Dept.

Kearney, Kathy
CEI

WORKERS IN TRANSIDON COMMI'ITEE
(Member list continued)
Low, Koreene
Community Concepts

Rubenstein, Estelle
Headstart/Family Daycare

Martin, Lisa
CEI

Scalia, Helen
CEI

Mcintosh, Ed
Trinity Episcopal Church Group

Shea, Greg
Tri-County Mental Health

Michel, Paul
ME Job Service

Thompson, Bob
City of Lewiston

Mitchell, Greg
AVCOG

Tierney, Jim
DHS

Morin, Peter
Rep. Olympia Snowe

Vallancourt, Robert
Job Service

Niemiec, Anne
Lewiston Adult Ed

Vermeulen, Bruce

IDC

O'Brien, Lillian
DHS- Aspire

Walker, Paul
Dept. of Education

Ohler, Patricia

Ward, Gil
Mountain Valley Training

Patenaude, Judy
Lisbon General Assistance

Warlick, Leith
Lewiston Sun/Journal

Pedersen, Joan
Senator George Mitchell

Webber, Gary

Plourde, Sylvia
Mountain Valley Training

Willis, Dick

Pollock, Wendy
Oxford County Extension

Winsor, Laruie
Chamber of Commerce

Richter, John
Rep. Olympia Snowe

Woolf, Wynona
Auburn Adult Education

Ronquist, Karen

UA College

CMTC
CMTC

Young, Diana
· United Way of Oxford
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Stephen J. Adams
State Planning Office
Station 38
Augusta, Maine 04333
Michael Aube, Commissioner
Economic and Community Development
Station 59
Augusta, Maine 04333
Telephone: 287-2656
Charles Morrison, Commissioner
Dept. of Labor
Station 54
Augusta, Maine 04333
Telephone: 287-3788
John Fitzsinunons, Executive Director
MVTI College System
323 State Street
Augusta, Maine 04330
Telephone: 287-1070
General Nelson Durgin
Dept. of Defense & Vet. Svcs.
Station 33
Augusta, Maine 04333
Telephone: 626-4302
Jane Titcomb
Dept. of Professional &
Financial Regulation
Station 35
Augusta, Maine 04333
Telephone: 582-8770
J. Michael Huston
P.O. Box 416
Freeport, Maine 04032
Telephone: 865-6122
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Peter Danton
7 Beach Street
Saco, Maine 04072
Telephone: 282-0637
Wanda Plumer
Bath/Brunswick Chamber of Commerce
5() Pleasant Street
Brunswick, Maine 04011
Telephone: 725-8797
Nicholas Karvonides
P.O. Box 1907
Biddeford, Maine 04005
Telephone: 282-5911 x 432
Senator Mark Lawrence
7 A Pleasant Street
Kittery, Maine 03904
Telephone: 439-0440
Mark Glaze
RR #1, Box 195A
Valley Road
North Berwick, Maine 03906
Telephone: 676-2217
Robert Clark
NMRPC
Box 779
Caribou, Maine 04734
Telephone: 498-8736
Roland Martin
County Administrator
Box 846
Caribou, Maine 04736
Telephone: 493-3318
James Mackie
Local 6 AFL-CI 0
722 Washington St.
Bath, Maine 04530
Telephone: 776-6445
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Charles J. O'Leary
President Maine AFL-CIO
P.O. Box 2669
Bangor, Maine 04401
Telephone: 947-0006
Representative Hilda C. Martin
20 Poplar Street
Van Buren, Maine 04785
Telephone: 868-2802

Representative Michael J. Fitzpatrick
831 Royalsborough Road
Durham, Maine 04222
Telephone: 353-5255 (H) 622-5767 (B)
Winn Price
Bath Iron Works
700 Washington Street
Bath, Maine 04530
Telephone: 442-4200
FAX: 442-1719
Cathy Goodwin
11 Garison Drive
Eliot, Maine 03903
Telephone: 439-4746
Sandy Blitz
Economic Development Administration
40 Western Avenue
Augusta, Maine 04330
Telephone: 622-8271
Bruce Makas
291 North Street
Saco, Maine 04072
Telephone: ??
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Dave Gleason
Coldwell Banker/Gleason Real Estate
82 Pleasant Street .
Brunswick, Maine 034011
Telephone: 729-3301
Gregory Mitchell
Androscoggin Council of Governments
125 Manley Road
Auburn, Maine 04210
Michael Kiernan
870 Washington Street
Bath, Maine 04530
Telephone: 442-7168
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22 Long Road
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OFFICE OF
IHE GOVERNOR

NO.

2 FY 90/91_ _ __

DATE

july 23,

1990

P...N

ORDER ESTABLISHING A TA.SK FORCE ON
DEFENSE REA.LIGNMENT AND THE MAINE ECONOHY

WHEREA.S, recent reductions in superpower tensions will inevitablr result
in a realignment of U.S. national security priorities and associated federal
spending decisions; and
WHEREAS, defense-related activities in Maine support
of the econo~ic activity in the State; and

~

significant portion

WHEREAS, reductions in defense spending may have important impacts on Maine
communities and Maine-based defense contractors, their suppliers and workers;
and
WHEREAS, a forward-looking strategy to respond to reduced defense spending
in Maine may allow Maine workers, businesses and corrununi ties to buffer their
economic consequences;
NOW, THEREFORE, I, JOHN R. McKERNAN, JR., Governor of the State of Maine,
do hereby establish the Task Force on Defense Realignment and the. l'-1aine
Economy.
Purpose
The purpose of this Task Force shall be to determine the ~ikely effects
upon Maine businesses, workers and corrununities of changes in future federal
Defense spending, assess the ability of workers, businesses and State and
local governments to adjust to those changes, and recommend a strategy for
private and public sector decision-makers in Maine to strengthen their
capacity to cope with the potential dislocations associated with reduced
defense spending in Maine.
Functions and

D~ties

The Task Force shall include in its consideration, but shall not be
limited to, the follo~·ing topics:
1.

the cor:::·ibution of the current level of

defe!~se

S?ending to the Haine

econ6m~·:

2.

the eff;:ct of likely .ch.:H1ges in cefense spending o:l tl!e l·~aine economy
1n gcne:·::-.1, 2\!~d Hainc businesses. ~~od:el-s and co:.-.,-:-:•.:nities. in

£xecutive Order 2 FY 90/91
July 23, 1990
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3.

the implications of eff9rts in neig~boring states to con~ert ~ilitary
installations to private uses;

4.

current efforts of Maine businesses to reduce their dependency on
defense-related contracts;

5.

emerging and future opportunities for alternative commerce and
employment opportunities.for defense-related lt.aine businesses and
workers;

6.

the capacity of existing public and private mechanisms to respond to
the economic dislocations associated with future defense spending
reductions; and,·

7.

the most desirable and practical methods to minimize the negative
impact of changes in defense spending on Maine workers, businesses,
and conununities.

Administration
The Director of State Planning Office shall serve as Chair of the Task
Force.
The State Planning Office shall provide staff support to the Task
Force and shall receive the assistance of participating State agencies as
needed.
The Task Force shall .prepare a report of its findings .and reconunendations on or before February 1, 1991.
Jl,embership
The Task Force shall consist of the following members:
Director of the State Planning Office; Commissioner of Economic and
Community Development; Commissioner of Labor; President of the Mc.ine
Vocational Technical College System; Commissioner of Defense and Veterans'
Services; Conunissioner of Professional and Financial Regulation; ~·!ichael .i\ube,
Eastern Maine Development Corporation (Bangor); l'lilliam Ryan, PeoEJles Heritage
Bank (Portland); Mauri'ce Subilia, Fiber Materials (Biddeford).; Thomas Baum,
Pratt and Whitney (No. Berwick); Representative Susan Pines (Limestone);
Senator Pamela .Cahill· (Wo~lwich); Representative Orland McPherson (Eliot);
Michael Kiernan, Bath City Council (Bath); Mark Kearns, Attorney (Hells);
l'lilliam Haggett,· Bath Iron 1'/orks (Bath); Jc.ck Dexter, Maine Chamber of
Commerce (Augusta); G. Melvin Hovey, Maine Public Service (Presque Isle);
Sa.ndy Blitz, U.S. Economic Development Administration (August.a); ?. Andrews··
Nixon, Dead River Company (Portland); ~athy Leonard, Auburn Manufactu~ing
(Mechanic Falls); Jack Daigle, Casco Northern Bank (Portland); Bruce Makas,
Saco Defense, Inc. (Saco); Richard Ho:·~ilL Brunswick Coal & Lwnber
(Bruns\o~ick); Charles O'Leary, ~Iaine P-?L-CIO (Bre\o~er); James Mackie, Ee>.th Iron
l~orks (Portland); and Katherine Gree:~l<?af, Hannaford Bros. (Scat·borough).
At the disct·etion of the Governor. the Task Fot·ce membership :nav be
expanded at a le~ter cime.
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STATE OF MAINE

INTHEYEAROFOURLORD
NINETEEN HUNDRED AND NINETY-TWO

H.P. 1773 - L.D. 2455

An Act to Create Jobs, Promote Economic Growth and
Provide Business Assistance
Emergency preamble. Whereas, Acts of the Legislature
become effective until 90 days after adjournment unless
as emergencies; and

do not
enacted

I

Whereas, the
unemployment
rate
in
the
State
high,
is
requiring special efforts to stimulate the economy and create
jobs; and
Whereas, the current recession has been accentuated by major
structural changes in the regional, national and international
economies; and
...... Whereas, this
recession
points
to
the
need
to
make
significant
improvements· in
how
State
Government
develops,
implements and coordinates
long-term strategies for economic
growth in order to achieve and maintain economic prosperity into
the 21st century; and
Whereas, these facts have necessitated the need for State
Government, jointly with the private sector and the educationa 1
system,
to
develop
and
update
specific
action
plans
for
stimulating long-term economic growth and for State Government to
coordinate the delivery of the economic development and business
assistance services outlined in the long-term plans; and
Whereas, this Act implements the recommendations of the Maine
Jobs Commission, which was established to recommend programs and
activities that will create jobs within the State; and
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Whereas, in order to provide maximum benefit to the State's
economy,
these' programs and activities need to be initiated
before the expiration of the 90-day period; and
Whereas, in the judgment of the Legislature, these facts
create an emergency within the meaning of the Canst i tut ion of
Maine
and
require
the
following
legislation
as
immediately
necessary for the preservation of the public peace, health and
safety; now, therefore,
Be it enacted by the People of the State of Maine as follows:
PART A
Sec. A-1. 10 MRSA §965, sub-§1, as amended by PL 19 91, c.
A, §1, is further amended to read:
1.
Selected board
authority to consist of:

members.

SiH

Four

members

511,

Pt.

of

the

AT--~~~t~r&&&-se±eetea-~--~-geYerRer-~~~-t~-memaers
e~-~Re-MaiRe-Ve~eraRs~-sma±±-BHsiRess-~eaR-Bearat

B.
Two members
members of the
Board; and

selected

'
Natur~l

by the Governor from the public
Resource Financing and Marketing

',,

'

C.
Two members selected by the Governor from the appointed
members of the Maine Education Assistance Board.

Sec. A-2. 10 MRSA §965, sub-§3, as amended by PL 19 87, c.
is further amended to read:

59 6,

§ 1,

t,.,,

3. At-large members.
±'Rree .E.i.Y..e. members appointed by the
Governor and subject to review by the joint· standin~ committee of
the Legislature having jurisdiction over economic development
matters and subject to confirmation by the Legislature sRa±± ~
be appointed from at large.
Two of the at-large members must be
veterans.

Sec. A-3. 10 MRSA §1026-A, sub-§1,

~A,

as

amended

by PL

19 8 5,

c.

714, §16, is further amended to read:
A.
Ne A mortgage payment may not be applied in a manner
wl:lieR
that
would,
for
any
one
project,
increase
the
percentage of mortgage payments insured by the authority,
except that this paragraph sRa±± does not apply wHere when
insurance payments for any one project may not in the
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aggregate exceed the lesser of 25% nf the original principal ·
amount of th~ mortgage loan or:

§18,

(1)
In the case of insurance provided
section 1026-B, $~~§Tggg $250.000;

pursuant

to

(2 ).
In the case of insurance
section 1026-C, $25,000; or

provided

pursuant

to

(3)
In the case of insurance
section 1026-D, $1,000,000;

provided

pursuant

to

Sec. A-4. 10 MRSA §1026-A, sub-§3, as enacted by PL 19 85,
is amended to read:

c.

714,

3.
Mortgage insured loan limitation for small businesses.
Whenever
an applicant
applies for mortgage insurance under
sections 1026-B and 1026-C, the authority may insure mortgage
loans for which the combined principal amounts of mortgage
insurance of both sections sees QQ not exceed $6QQ 7 QQQ $1.100.000.

Sec.A-5.10MRSA§l026-B, as amended by PL 1991, c. 511, Pt. A,
is further amended to read:

§§5 to 7,

1_

§1026-B.

Mortgage insurance 'of
$1,000,000 or less
,_
'

Scope of section.
This section applies, in addition to
other applicable prov1s1ons of this subchapter, when the original
principal amount of the mortgage insurance is $§99r99Q $1,000.000
or less, but not when mortgage insurance is provided pursuant to
section 1026-D.
1.

"--· 2.
Insurance.
Any mortgage insurance provided pursuant to
this section is subject to the following:
A.
mgy

The original principal amount of mortgage insurance
not exceed $§99r99Q $1.000.000; and

B. The authority may
mortgage payments.

insute

no

more

than

8§%

.2....Q...%.

of

ffiHSE

the

3. Mortgage eligibility.
The authority may insure mortgage
payments under this section provided that:
A.
Repayment of the loan may be secured by less than full
collateral if the borrower or the principals of the borrower
are of good character and have good credit records;
B.
The mortgage
authority; and

loan

has

a

maturity
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satisfactory

to

the

C.

The borrower:
( 1)
In the case of an existing business, at the time
application is made for financing assistance, employs
;ag .5....Q. persons or less or has gross sales not exceeding
$iaT§ggTggg $5.000.000 per year; or
(2)
In the case of a new business,
at the time
application is made for financing assistance, projects
that, during the first 12 months of operation, it will
employ ;ag ~ persons or less or will have gross sales
not exceeding $iaT§ggTggg $5.000.000.

4.
Retail
store projects.
The
authority may
mortgage loans for a retail store project, provided that:
A.
The principal amount of mortgage
project does not exceed $200,000;

insurance

insure
for

the

B.
The project includes only one retail store that is not
attached or does not adjoin another retai 1· store that has
received an insured mortgage loan under this chapter; and
C.
The applicant has not received mortgage insurance under
this subsection for any\ other retail store.
5.
Professional office building projects.
The authority
may insure mortgage loans for a professional office building
project, provided that~
A.
The principal amount of mortgage
project does not exceed $200,000;

insurance

for

the

B.
Less than 35% of the project is intended or planned for
professional office space;
C.
Notwithstanding 'paragraph B,
in the event that
project proposes that more than 35% of the project will
professional office space, the project is not attached
adjoined to any othe-r professional office building that
received an insured mortgage loan under this chapter; and

the
be
or
has

D.
The applicant has not received mortgage insurance under
this subsection for any other professional office building
project.
§47,

Sec. Aa6. 10 MRSA §1026-C, sub-§2, as amended by PL 19 8 9 ,
is further amended to read:
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c.

8 57,

2.
Insurance.
The authority may provide mortgage insurance
benefiting a veteran in an original principal amount of $250,000
or less in addition or as an alternative to any amount provided
pursuant to section 1026-B.
The authority may insure 100% of
mortgage payments under this section e€ fQ£ a loan a~~reYea
~HrsHaae-ee-seeeiea-989-8 of up to $75,000. ·

Sec. A-7. 10 MRSA §1100-T, sub-§1, as enacted by PL 1987,
§§2 and 5, is amended to read:

c.

854,

1. Legislative findings;
authorization.
The Legislature
finds that the growth of new and existing small businesses in the
State results in increased job opportunities for Maine residents,
produces more spending in the State and increases municipal tax
bases.
Businesses wfiiefi .t..h.ll export their products or services
out of the State bring capital into the State and help to develop
export markets for Maine products.
Small new and existing
businesses can provide significant economic benefits to the State
~re¥iaea-efiae i f they can obtain sufficient seed equity financing
to carry them from start-up through the initial development
phases of a business.
In order to encourage the increased
availability of risk equity ca.pital to efiese--ea-r-~-ow-t-h--sea§e
enterprises that bring capital into the State, the authority is
authorized to issue certif~cates of eligibility for the seed
capital investment tax cred~t permitted by Title 36, section
5216-B,
subject to the req,uirements of this section.
This
program saa±-1--ae ]& known as' the Maine Seed Capital Tax Credit
Program.

Sec. A-8. 10 MRSA §1100-T, sub-§2, 1J1JB to D, as enacted by PL 1987, c.
854, §§2 and 5, are amended to read:
-....B. The Maine business must be a manufacturer; must provide
a product or service wfiiefi ~ is sold or rendered, or is
projected to be sold or rendered, predominantly outside of
the State;
or must
bring capital into
the State,
as
determined
by
the
authority.
BHsiaesses--~i~--sriH§
~reaHees--~~-~~-Seaee-~-~~-se!!--~-~-~reaHees

~~--~---€~4~4~€,----GeaserHeeieaT
eraas~ereaeieaT--~~~~--&er~iee&r--4££~~~fl£€--~--rea±
eseate---e~&iae&&e&--~r&--~--~~~~~~----Q~fl€~---serYiee

eHesiae---&ae---seat&

8Hsiaesses--aFe-~~~~~-~~~-~~--~~-€H£~eme~£--are

~reaemiaaaely-~~-~--&&e-Seaee-~~~~-am~~yme&&-€Haeeieas
are-earriea-eHe-~reaemiaaaely-ia-efie-SeaeeT

C. Aggregate investm~nt eligible for tax credits sfiall mgy
not be less-efiaa-$~§ 7 9QQ-aer more than $~§QTQQQ $600,000 for
any one business as of the date of issuance of a tax credit
certificate.
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'

'

D.
The investment with respect to which any individual is
applying for a tax credit certificate sAa±±-ee IDQY not ±ess
tAaR--$±G,g'gg--Rer be more than an aggregate of $§g,ggg.
$100,000 in any one business, ~reYiaea except that this
paragraph eRa±± ~ not ae--iRteF~retea--te limit other
investment by any applicant for which that applicant is not
applying for a tax credit certificate.

Sec. A-9. 10 MRSA §1100-T, sub-§2,

~E,

as

amended

by PL

1989,

c.

765, §4, is further amended to read:
E. The business receiving the investment must have annual
reYeRHes gross sales of $rlgg,ggg $2,000,000 or less and the
operation of the business must be the full-time professional
activity of the principal owner,
as determined by the
authority.
BHS~ReSSeS-~~~-aRRHa~-~~-9€-~~-er
±ess-~-~~~-~fie--~~~-~r9~ieee-~~~-~~ik~-€er
iRYeetmeRts--4~--~~esses -~~-~~--re~eaae&--aetweeR

$aGG,GG±--&a4-~,~-~~-e±aimea--&~~~-~~-~~~--yeare
ae~iRRia~-e~-~-~~~-~&~~-~r-±99±T

The principal owner
and the principal owner's spouse, parents, brothers, sisters
and children are not eligible for a credit for investment in
that business.
BHs·iResses-4~--wM-€lh-~-he--p-~i-n<3-i-p-a-~--ewaer&-are

Ret-eRe-er-mere-~RaiYiaHa±s-are-Ret-e±i~~e±e~

Sec. A-10. 10 MRSA §1100-T,.' sub-§2,

~G,

as

enacted by PL

1987,

c.

854, §§2 and 5, is amended tq read:.
G.

The authority shall establish limits on repayment of the

investment,--re~H~r~R~--at--a--miR~mHm--tAat--tfie--iRYestmeRt
remaiR-4~-~~~~-~~-a~-±east-~~~~ik~-a&-eHrreRt
iReeme--te--tAe--~RYester--aHr~R~--tAe--3-year--~eriea.
The

investment- must be at risk in the business.

Sec. A-11. 10 MRSA §1100-T, sub-§§3 and 4, as enacted by PL 19 8 7, c.
854, §§2 and 5, are amended to read:
3.
Priority.
The authority eRa±± may reserve $500,000 in
tax credit authorization for "natural resource enterprises," as
defined in section 963-A, subsection 41, and eRa±± may reserve an
additional $500,000 in tax credit authorization for eligible
investments
in businesses
located
in
job opportunity zones
designated pursuant to Title 5,. chapter 403, ·or in contiguous
communities designated by the Commissioner of Economic
and
Community Development, as being entitled to zone benefits due to
special circumstances.

tax

4.
Total of credits authorized.
The authority
credit certificates in tfie an aggregate erea3:t

may issue
amount e€

$+OO,QQQ-4R-~fie-~~~£~~-~~-~~~-~r-~~~r-$&~~r~~~-~R-the
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€isea±-yea£-eRe4R~-~~~-~~~-~~~~-~-&ae-fiseal-year

e REliFHJ- -J.u.ne-- a QT·- -l-9-9-l:-~-- € er--a--tat a± -~-eq-a-t-e- -a € not to exceed
$2 I ooo I ooo iR---t--aif...--er-eaie---ce-r-t-i-f-i-e-a-t-e-s-1---~FeYiaea---t-h-a-t---aAy

aHe8erisea-£~~~--f~-~B&&-eer-eifieaees-fiave-~-~-~&&aea-iR
eae-~--a~&aeri~ee-~--&e-£~~~4~-~~~~-te-~--years
HRei±-aR-a§§Fe§aee-e€-$~TQQQTQQQ-iR-eerei€ieaees-8as-seeR-issHe8..

PARTB
Sec. B-1. 5 MRSA §3307-E is enacted to read:
§3307-E.

Task Force on Defense Realignment and the Economy

The Task Force on Defense Realignment and the Economy,
referred to in this section as the "task force." is established
in the State Planning Office to monitor federal reductions in
defense spending and defense realignment affecting the State and
to ensure a timely. comprehensive, statewide response to those
cuts.
1.
members:

Membership.

The

task

force

consists

of

the

following

The
Director
of'·.'
the
State
Planning
Office,
the
Commissioner of Economic and Community Development,
the
Commissioner of Labor. the Commissioner of Professional and
Financial
Regulation,
the
Commissioner
of
Defense
and
Veterans' Services and the President of the Maine Technical
College System who serve ex officio;
A.

B.
One Senator appointed by the President of the Senate and
._. 2 members of the House of Representatives appointed by the
Speaker of the House of Representatives; and
C.
Eighteen public members representing the interests of
the public, business, commerce. labor and local, regi'onal
and federal government, 9 of whom are appointed by the
Governor
and 9 of whom are
appointed
jointly by the
President of the Senate and the Speaker of the House of
Representatives.
The
appointing
authorities
shall
coordinate appointments so that.
to the maximum extent
possible, . appointm~nts result in geographic diversity and
balanced representation among the constituencies on the task
force.
2.
Terms; compensation.
Public and legislative members
serve 2 year terms and may be reappointed.
Legislative members
are entitled to receive per diem compensation; all members are
entitled to reimbursement for expenses incurred in carrying out
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their duties:· ·.The compensation and reimbursement costs
task force must be paid by the State Planning Office.

of

the

3.
Administration.
The director is the chair of the task
fore$.
The office shall orovide staff support to the task
force.
State agencies shall provide technical assistance to the
task force as needed.

4.
duties:

DUties.

The

task

force

shall

perform

the

following

A.
Prepare a statewide strategy and implementation plan to
assist
the State
and its defense-dependent
industries,
workers and communities to reduce defense dependency by
shifting
from
military
to
civilian
enterprises
while
retaining a stable industrial and commercial base, high
employment and wages and diverse state. regional and local·
economies.
A
strategic
plan
and
recommendations
for
implementation must be submitted to the Governor and the
joint
standing
committee
of
the
Legislature
having
jurisdiction over economic development matters by July 1,
1992.
The report rnust be updated annually and as otherwise
requested by the joint standing committee.
The strategic
plan mu~t include:
(1)
Determination of how firms in the State will be
affected
by
the
reduction
of
output
by
prime
contractors and bases. how defense realignment will
affect local and state government services and the
adequacy and' effectiveness of existing federal, state
and local dislocation response capacity:
{ 2) - Assessment
businesses
and
dependency:

of the current capacity of
workers
to
reduce
their

at-risk
defense

(3)
Identification of sources of assistance for local
and regional planning efforts, including coordination
of local and regional efforts;
(4)
Development
of
a
comprehensive
strategy
for
reducing
the
State's
defense
capacity,
including
identification of steps required to:
encourage, assist
and strengthen local development capacity in at-risk
regions; help diversify the reemployment base: enhance
reemployability of workers;
broaden the markets of
defense-dependent firms; and anticipate and mitigate
impacts on communities associated with defense-spending
reductions; and
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(5)
Identification
of
barriers
implementation
of
the
plan
and
actions to remove these barriers;

to
the
ef feet i ve
recommendation
of

B.
Prepare and submit legislation by October
necessary thereafter that:
(1)
Identifies how state agencies
regions in achieving their objectives;

l,

will

1992 and as
assist

the

(2)
Provides for adequate incentives and resources to
implement state, regional and industry strategic plans;

..9.illl

'

(3)
Provides for adjustment assistance for communities
and workers while the economy adjusts to reductions in
defense spending;
C.
Coordinate
funding.
technical
assistance
and other
support to defense-dependent regional and industry planning
committees to help various regions of the State develop and
imolement economic conversion and diversification goals,
objectives and strategies; and
D.
Coordinate state efforts toward the adoption of federa 1
legislation and polici~s that support economic conversion
and diversification planning, commercial industries; market
opportunities and global competitiveness.

Sec. B-2. 'Transition. Current public and legislative members of
the Task Force on Defense Realignment and the Maine Economy
established by Executive Order may continue to serve as members
of
the Task Force on Defense Realignment and the Economy
est~blished in this Part until July 1, 1992.
At that time, they
may be reappointed or new members appointed in their places.
PARTC

Sec. C-1. Study innovative. approaches to assist dislocated workers.
The
Department of Labor shall study alternative uses of unemployment
insurance compensation funds to encourage the reemployment of
unemployed workers
and
the
retention of currently employed
workers who would otherwise be terminated from employment.
In
conducting the study, the department shall review efforts ip
other states to achieve similar results.
As part of the study,
the department shall investigate the need for and availability of
waivers from federal requirements ind the possibility of the
State qualifying for demonstration status to implement possible
alternatives.
The
department
shall
consider
at
least
the
following alternatives:
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1.
Using
unemployment
insurance compensation
funds
to
encourage dislocated workers to take action necessary to return
to productive employment, including permitting unemployed workers
.to continue to receive full' unemployment benefits for a limited
period of time if they participate in an authorized retraining
program or start their own businesses;
U~ing
unemployment
insurance compensation funds
to
job creation efforts of business by providing incentives
to
employers
to
hire
new
employees,
including
permitting
employers to hire unemployed workers during a probationary period
at less than the minimum wage while supplementing wages with
unemployment benefits;

2.

maxim~ze

3.
Using unemployment
insurance compensation funds
to
encourage employers to retain current jobs, including permitting
an employer to retain workers who would otherwise be -terminated
by
reducing
the
wages
paid
to
those
workers
and
using
unemployment benefits to offset part of the wage reduction; and
4.
Other
possible
uses
of
unemployment
insurance
compensation funds to promote job creation and retention by
employers
and
retraining
and
entrepreneuria~
efforts
by
dislocated workers.

Sec. C-2. Report.
The Qepartment :of Labor shall submit a
written
report
to
the
joint
standing
committees
of
the
Legislature having jurisdiction over economic development matters
and labor matters during any special session of the !15th
Legislature or, if a special session is not convened, to the
First Regular Session of. the !16th Legislature by December 1,
1992.
The report must include the department's findings and
recommendations
and
a
draft
of
any
necessary
implementing
le-gislation.
PARTD

Sec. D-1. 5 MRSA c. 380 is enacted to read:
CHAPTER 380
LONG-TERM ECONOMIC GROWTH PLANNING AND
CQQRDINATION OF ECONOMIC DEVELOPMENT
AND BUSINESS ASSISTANCE SERVICES
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§13001.

Economic Development and Business Assistance
Coordinating Council established ·

The
Economic
Development
and
Business
Assistance
Coordinating Council.
referred to in this chapter as the
"counci 1,"
is established to develop a long-term economic
development plan for the State as provided in this chapter and to
coordinate
and
oversee
economic
development
and
business
assistance services throughout the State.
1.
follows;

The

Membership.

council

consists

of

13

members

as

A.

The Commissioner of Economic and Community Development;

B.

The Commissioner of Labor;

C.
The Chief
Foundation;

Executive

Officer

of

the Maine

Development

D.
The Chief Executive Officer of the Finance Authority of
Maine;
•
E.
The Executive Director
Technology Commission; ·
F.

of

the

Maine

Science

and

The President of the Maine World Trade Association;

G. A member repre$enting the University of Maine, appointed
by the Chancellor of the University of Maine System;
H.

A member representing the University of Southern Main.JL.
by the Chancellor of the University of Maine
System;

~appointed

I.

The President of the Maine Technical College System;

J.
The Director of the United States· Small Business
Administration Small Business Development Subcenter Program
at the University of Southern Maine;

K.
The Executive
Authority;
L.

Director

of

the

Maine

State

Housing

The Director of the State Planning Office; and

M.
The
System.

Executive

Director

of
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the

Maine

State

Retirement

2.
Quorum; voting.
Seven members of the council constitu~
a quorum, which is necessary for voting on issues before the
council.
A maiority vote of those ~oting is necessary for
official action of the council.
3.
Compensation.
Members of the council are not entitled
to compensation for their services on the council.
Personnel and
operating costs of the council and council member expenses must
be funded by the agencies and organizations comprising the
council.
4. Staff. The council shall orovide for its staffing.
The
council may raise and· expend funds from the private sector to
support council staffing and other expenses.
5.
Chair.
The council shall biennially elect a chair,
except
that
the
Commissioner
of
Economic
and
Communit~
Development shall chair the council for the first term ending
January 1. 1994.
§13002.

Powers and duties

1.
Identify regions; regional services.
The council shall
identify
regions
throughout
the State
for
the
purpose of
developing regional economic development strategies and creating
a regionally based delivery system of economic development and
business assistance service$,
'

A.
Economic
following.

development

regions

are

subject

to

the

(1)
No later than February 1. 1993, the council shall
provide
to
the
joint
standing
committee
of
the
Legislature
having
jurisdiction
over
economic
·development
matters
a
preliminary
report
that
inventories existing economic development regions and
resources, analyzes the effectiveness of those regions
in carrying out their mission and proposes a system of
economic development regions to provide comprehensive
economic development and business assistance services
throughout the atate.
(2)
Following presentation of the report required by
subparagraph {1), the council shall adopt by rule a
_system of economic development reaions for the State
that identifies each region and a proposed system of
delivering economic development and business assistance
services within each region.
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(3}
As part of the regional system adopted under
subparagraph (2}, the council shall provide a procedure
by which a person, firm, organization or municipality
adversely affected by the establishment of a delivery
system of economic development and business assistance
services may appeal to the council for a change in the
delivery system to meet the needs of the affected
entity or person.
(4}
In adopting a system of economic development
regions for the State, the council shall establish
regions that best meet the needs of municipalities and
the private sector with
respect to developing a
regional strategy and a regional delivery system of
economic development and business assistance services.
In identifying the regions, the council shall consider
existing regional designations used.by other state and
federal agencies.
(5)· In establishing regions, the council shall provide
for the efficient and convenient delivery of economic
development ·and business assistance services to all
users within each region.
Services provided within a
region and economic development and business assistance
services provided by state and federal agencies must be
coordinated to pro'vide users with the most efficient
services possible. ' Services may be provided across
regional lines as the council determines appropriate.
8.
The counci 1, through its member agencies, shall help
each region identify the industries and economic activities
with significant growth potential, the types of jobs and the
job
training
required
for
these
activities
and
the
. ._. infrastructural
improvements
and
projects
that may be
necessary within each region.
2.
Encourage regional strategies.
Following adoption of
regions as provided in this section, the council shall encourage
and assist regions in developing economic development strategies.
A.
In assisting regions to develop economic development
strategies, the counci 1, among other services, shall help
identify and organize the public and private economic
development and business assistance agencies, the private
sector and interested groups within each region to work
cooperatively on developing a strategy.
3.
Develop long term plan.
Following adoption of regions
and development of regional strategies, the council shall develr
a long term economic development and business assistance plan f
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the State in accordance with section 13004.
The long-term plan
must guide state agencies and other egencies rece1v1ng state
funds with respect to economic development throughout the State.
The council shall submit to the Governor and the Legislature the
long-term plan and any necessary implementing legislation no
later than December 1. 1993.
Following submission of the plan,
the council shall adopt by rule a long-term economic development
and business assistance plan for the Stete.
4.
Investiaate issues.
The council mav investigate any
issues involving economic development and business assistance and
report its findings and recommendations, including any necessary
implementing legislation. to the Governor and the Legislature.
5.
Advisory committee.
The council shall establish an
advisory committee composed of municipal officials. interested
citizens end representatives of business, labor and benking to
advise the board with respect to the long-term plan. regional
stretegies and the delivery of economic development and business
assistance services.
The council mey establish other advisory
committees as it finds necessery.
6.
Evaluate long-term plan.
The council shall provide. at
least everv 2 years.
for the objective evaluation of the
long-term plan required under subsection 3, including the extent
to which the goals and str~tegies of the plan have been met. the
effectivenes~ of the coord1nating effort of the council,
the
effectiveness
of
the
regional
delivery
system
and
the
effectiveness of the long-term plan in generating jobs, new and
expanded
businesses
and
increased
personal
income.
The
evaluation may not be conducted by any member of the council.
Update long-term plan and regional strategies. At least
2 ·years. the council shall update the long-term plan
.I...e.OUi red under subsection 3 and coordinate with the regions an
updete of the regional strategies . . The council shall include in
the report required in subsection 8 the results of the updates.
ev~ry

7.

8.
Report.
At a minimum. the council shall provide the
Governor and the Legislat.ure with a biennial report by December
lst beginning in 1995 that describes the economic activity in
each region, the extent to which the goals and objectives of each
_regional strategy are being met, the successes and the failures
of policies and programs and any other information determined
importent by the council.
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§13003.

Regional economic development plans and strategies

The council shall encourage and assist regions in developing
long-term economic development plans and strategies.
The council
sha 11 strive to create a process by which public and private
agencies, the business community and interested persons within
each region· cooperate and coordinate their efforts to develop a
regional economic development plan.
The Department of Economic and Community 'Development, the
State Planning Office and the Department of Labor shall cooperate
in providing the council with information that will help to
identify;
1.
Economic growth potential. The industries and economic
sectors with significant growth potential;
2.
Job training needs.
The types of jobs involved in the
industries and economic sectors with significant growth potential
and the job training requirements for these jobs;
3.
Development needs.
The
means
necessary
for
the
development of the sectors and industries pursuant to subsection
1: and

.

'

4.
Infrastructure needs.
The
support the economies of each region.
§13004.

infrastructural

needs

to

Long-term plan

1.
Contents.
The long-term plan developed by the council
pursuant to section 13002. subsection 3 must consist of:
a
vision statement for the State's economy to guide the economic
plan~ing prOcess; the regional strategies developed in accordance
with this chapter; statewide and regional economic goals and
strategies. including evaluation criteria; and specific biennial
action plans. including coordination of the delivery of economic
development and business assistance services. organizational and
funding
'recommendations,
expected
outcomes
and
measurable
performance indices.
In developing the long-term plan. the council shall consider;
A.
The types of indu~ies and jobs with significant growt~
potential in the State and job training requirements ·to meet
the needs of business;
B,
Long term economic growth recommendations of the public
and private sectors and any other relevant studies and
evaluations;
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C.
The long-term infrastructural ·needs that
State's economy, including, but not limited to:
(1)

science,

technology

(3)
The State's
transportation
energy policies; and

and

research

infrastructure

The State's evolving industrial base;

E.

The diverse economies of the regions of the State;

F.

International commerce opportunities;

G.
Existing efforts
civilian economies;

to

convert

military

economies

to

Federal funding opportunities; and

.

.

The extent to which economic development and
assistance services ca~ be delivered regionally.
I.

and

The State's regulatory policies;

D.

H.

the

The educational system;

(2)
The State's
infrastructure;

(4)

support

business

The council shall give specific attention to the means by which
activities in the science, technology and research arenas can be
adapted to invigorate the State's economy.
2.
Science
and
technology
infrastructure.
The
Maine
Saience and Technology Commission.
in cooperation with the
University of Maine System. the Maine Technical College System
and the private sector, is responsible for developing strategies
and an action plan for strengthening the ·state's science and
technology
infrastructure
arid
enterprise
that
must
include
~esearch and development.
These strategies and action plan must
be considered in the development of the long-term economic
development plan for the ·state.
The council shall also consider
the research and development strategy undertaken by the Maine
Science and Technology Commission pursuant to Private and Special
Law 1991. chapter 68.

3.
International commerce and business development.
The
Maine World Trade Association, in cooperation with the University
of Maine System and the Department of Economic and Community
Development, is responsible for developing strategies and an
action plan for expanding international activities by businesses
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in the State and encouraging international investment in the
state.
These strategies and the action plan must be considered
in the development of the long-term economic development plan for
the State.
4. Financial support for business development. The Finance
Authority of Maine, in consultation with the banking conununity
and the private sector, is responsible for developing strategies
and an action plan to provide financial support to facilitate the
growth and development of business enterprises and entrepreneurs
involved in the development and fabrication of new conunercial
products and to promote modernization and conversion of existing
firms.
Financial support may include. but is not limited to.
loans. equity capital and tax incentives.
The Finance Authority
of Maine shall seek input from the Maine Science and Technology
Conunission and th~ Maine World Trade Association to ensure that
financial
needs
for
strengthening the State's science and
technology infrastructure and international commerce activities
are appropriately considered and integrated in the financial
support strategies and action plan.
These strategies and action
plan must be considered in the development of the long-term
economic development plan.
Emergency clause.
In
preamble, this Act takes

view
eff~ct

of the emergency
when approved.
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cited

in

the

