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Questions for SSN Briefing 

What are the standing intelligence requirements for SSNs? 
How many SSNs are required by the CINCs and current DON policy? 
How many SSNs are desired by the CINCs? 
What is the depth capability of the LA class? 
What is the depth capability of the AKULA class? 











Date: 03 APR 95 

To: Commissioner Davis 
Commissioner Steele 
David Lyles 

CC: Ben Borden 
Alex Yellin 

From: Larry Jackson 

Subject: ATTACK SUBMARINE BACKGROUND READING 

The attached information is intended to familiarize you with some of the issues surrounding 
attack submarine procurement. Information in this memo is intended to increase your 
understanding of the underlying issues as they pertain to this round of base closure, particularly 
with regard to Naval shipyards. 

Relevance 

Attack submarine procurement is relevant to this round of base closure primarily for three 
reasons: 

1. Procurement rate of new submarines is a significant factor in determining the timing and the 
rate of old attack submarine (primarily LA-class) de-activations. 

2. One potential scenario for long-term procurement str.ategy involves extending the life of 
several Los Angeles class submarines. 

3. In very rough numbers, attack submarines comprise I 5% of the Navy's ship inventory, but 
account for 30% of the maintenance performed in the public shipyards. 

Missions and Fleet Composition 

Attack submarines perform a variety of missions. During the Cold War, emphasis was placed 
primarily on Anti-Submarine Warfare (ASW), but attack subs, or SSNs, are also capable of 
performing intelligence gathering missions, launching Tomahawk cruise missiles, mining coastal 
areas, anti-surface warfare, and insertion and extraction of spies and special forces. 

The Navy's fleet of attack submarines consists of approxirnately 56 Los Angeles class (also 
known as LA-class and 688-class) submarines, and 27 Sturgeon class (637-class) submarines. 
Two single-ship classes of submarines are also active. 

Background--The Los Angeles Class Submarine 

A total of 62 LA-class submarines have been procured by the Navy. Of these, four have yet to be 
delivered, and two have been inactivated. The first 3 1 submarines were built with nuclear cores 
which needed replacement after roughly 15 years. Since the LA-class was intended to have a 
service life of 30 years, this meant that the first 3 1 submarines would require a refueling 
overhaul (abbreviated ERO by the Navy). The second flight of submarines were built with cores 
which had a core-life comparable to the 30-year service life. In other words, the second flight of 
submarines did not require refueling. 
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A submarine refueling is perhaps the most demanding (in terms of skill and time) evolution 
performed in the naval shipyards. Notional duration for the refueling of a 688-class submarine is 
approximately 1,400 direct labor man years. The first 688 was commissioned in 1976, based on a 
late-1960s design. Because the first flight of 688's were c:ommissioned at rates approaching 4 
submarines per year, large numbers of the submarines were scheduled for refueling beginning in 
middle 1990's, and this "bow-wave" required the naval shipyards to retain the capacity to 
complete the task. 

In the early 90's, after the demise of the Soviet Union, the Joint Chiefs of Staff began studying 
options for decreasing the numbers of attack submarines in the fleet. One proposal, dubbed JCS- 
1, called for defueling (vice refueling) nine 688's. (A defileling more than halves the level of 
effort required for a refueling.) The JCS- 1 scenario resulted in a 15% decrease in the necessary 
capacity required in the latter 199OYs, when compared to the Bush-Cheney Base Force. 

About the Attachments 

If you are pressed for time, I would recommend first reading the Congressional Research Service 
(CRS) testimony by Ron OYRourke. Ron has taken more of a middle-ground approach to the 
procurement issue. Ms. Slatkin's testimony stakes out the Navy's position, which boiled down is, 
"Build the New Attack Submarine." The GAO testimony outlines several lower-cost 
procurement strategies that the Navy could pursue. I highly recommend reading the 
"Background" portion of the GAO testimony, if nothing else. 

A Few Notes 

The New Attack Submarine has also been known as the Seawolf follow-on, and the Centurion. 

We have obtained or will soon obtain all of the references. in the GAO testimony. 

Staff has requested a classified briefing on attack submarine missions, the threat, and the Navy's 
perspective regarding procurement and budget limitations. It has been requested for the morning 
of 18 April, and will probably be held in the Pentagon. 

On page 3 of the CRS report, note that "requirements for iul attack submarine force of more than 
about 45 boats are driven primarily by peacetime deployment considerations." (Emphasis 
added.) 

Pages 6-8 of the GAO testimony discuss the proposal to extend the lives of nine 688s. During the 
hearing, Admiral Bruce DeMars, who is in charge of Naviil Reactors, noted that a study of 
service life extension would take many years. 

Page 10 of Ms. Slatkin's testimony briefly touches on the broad issue of industrial skill 
preservation. In particular, she discusses the disadvantages of overhauling submarines vice 
building new ones. This issue will probably crop up again. 
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SHIPYARD ISSUES 

DoD Recommendations 

Close the Naval Ship Repair Facility, Guam, except transfer appropriate assets, including the piers, 
floating drydock, its typhoon basin anchorage, the recompres:sion chamber, and the floating crane to, to 
Naval Activities, Guam. 

Close the Naval Shipyard Long Beach, California, except retain the sonar dome government-owned, 
contractor-operated facility and those family housing units needed to fulfill Department of the Navy 
requirements, particularly those at Naval Weapons Station, Seal Beach, California. Relocate necessary 
personnel to other naval activities as appropriate, primarily Naval Weapons Station, Seal Beach and 
naval activities in the San Diego, California area. 

Background 

Capacity is the driving factor in determining how many yards are recommended for closure. With 
1 shipyards, the capacity and capability of the graving docks also plays an important role, since not all 

graving docks can accommodate the larger ships, such as carriers and other large-decked vessels, and 
newer submarines, which typically have a deep draft. Attachment A to this paper address Staffs initial 
calculations of excess capacity based on various closure sceninios. 

Some important points about how the Navy conducted their analysis: 
Capacity calculations were based on the ideal assumption of one 8-hour shift per day, 5 days 
per week--or a standard 40-hour work-week. In fact, most shipyards operate an extra half 
shift every day; 
Private-sector capacity and capability was not tak.en into account in the formal analysis. It is 
possible that the senior decision-makers did consider the private sector as a safety net of 
sorts, but Staff has not yet uncovered references in the minutes. 

Portsmouth Naval Shipyard 

Starting Year: 1996 
Final Year: 1998 
ROI Year: Immediate 

NPV in 2015: $2.3 billion 
1-Time Cost : $85 million 
Recurring Savings: $1 5 1.9 million 

1. The key issue revolves around LA-class attack submarine refueling overhauls (EROs) and the 
follow-on attack submarine to the LA-class. In 1993, the 'Navy indicated that it did not intend to 
refuel these submarines, but instead de-activate them. During testimony on 6 March, Chief of Naval 

' A graving dock is a special kind of drydock, which is essentially, an expensive and big hole in the 
ground. The term "drydock" can refer either to a graving dock or a floating dock. Graving docks are 
considered permanent and irreplaceable assets, while floating clocks can be moved over great distances 
with little dificulty. 
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Operations Mike Boorda stated that the Navy may refuel some LA-class subs, and perhaps even 
extend their lives. He indicated that further details were classified. 

2. Closing Portsmouth Naval Shipyard will increase the Navy's total 20-year NPV by approximately 
20%. 

3. Staffs initial evaluation of the Navy's capacity analysis indicates that not closing any nuclear 
shipyards will leave the Navy with about 37% excess capacity to perform nuclear work, which is 
enough to perform more than four LA-class attack submarine refueling overhauls per year. If 
Portsmouth were closed, the Navy would still have enough excess capacity to refuel almost two LA- 
class subs annually. 

As noted by the CNO, excess capacity is "lumpy." Currently, the Navy is not refueling LA- 
class submarines at any other facility. 
Norfolk Naval Shipyard is scheduled to perform LA-class refuelings beginning in FY 99. 
Based solely on capacity numbers provided in the 'Navy datacalls, Norfolk Naval Shipyard 
should be able to absorb nearly all of Portsmouth's workload. These calculations do not 
account for possible physical plant limitations at 'Norfolk which might restrict 
accomplishment of the increased workload. 
If Norfolk has insufficient capacity to perform the Navy's refueling workload, some of 
Norfolk's work, both nuclear and conventional, could be shed to the private sector. Two 
private-sector shipyards, Newport News and Electric Boat, are capable of performing some 
nuclear work. Another possibility would be to add another shift to Norfolk. 

Long Beach 

Starting Year: 1996 
Final Year: 1997 
ROI Year: Immediate 

NPV in 2015: $1.97 billion 
l-Time Cost : $74 million 
Recurring Savings: $13 1.9 million 

1. Long Beach Naval Shipyard ranked slightly higher in military value than Portsmouth Naval 
Shipyard, yet Portsmouth did not appear on the closure list. In 1993, Long Beach ranked well above 
both Portsmouth and Long Beach. 

According to Navy testimony, Long Beach's degraded military value resulted, at least in 
part, from alterations in the military value compulations, which were implemented in 
response to criticism from both the GAO and the Commission. 
Also, according to the Chief of Naval Operations, geography is an issue, and the current 
proposal to close only Long Beach leaves two shipyards on each coast: Puget Sound, in 
Washington; Pearl Harbor; Portsmouth, in Maine; Norfolk in Virginia. 

2. Long Beach has a carrier-capable drydock. In 1993, the Navy stated that the senior decision-makers 
were "concerned that there was insufficient capacity on the West Coast for drydocking carriers and 
other large ships. Accordingly, they agreed not to consider Long Beach Naval Shipyard ...." 

The Navy has a total of six large-decked ships in San Diego, two of which are carriers. 
Transit time for a ship from San Diego to Long Beach is less than a day. From San Diego to 
Puget Sound is a little over three days. From San Iliego to Pearl Harbor is about seven days. 
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3. Questions from Congressman Steve Horn's office note that the recommended closure of Long Beach 
closes the least amount of excess capacity and saves the least amount of money. They further note 
that the Navy did not actively consider other options, such as down-sizing of Pearl Harbor Naval 
Shipyard or closure of Norfolk Naval Shipyard. 

Guam 
Starting Year: 1996 
Final Year: 1997 
ROI Year: Immediate 

NPV in 2015: $5.3 million 
1 -Time Cost : $8.4 million 
Recurring Savings: $37.8 million 

The facility at Guam is not classified as a shipyard, but as a Ship Repair Facility (SRF). The Navy's 
Detailed Analysis and Recommendations (the yellow book) states, "The normal distinction between 
a shipyard and a ship repair facility is that shipyards are generally found near fleet homeport 
concentrations, while ship repair facilities are responsive to deployment and operating areas." In fact, 
SRF's are much less capable than shipyards, and this is borne out in the military value calculations. 

The average military value of the five shipyards i , ~  58.1, whereas the military value for SRF 
Guam is 24.25. 
In the '93 round, the Navy did not include SRF's in its shipyard analysis. 
Guam strongly argues that the Navy should allow the community to utilize the facilities at 
the SRF. Indeed, from a community perspective, shutting down a facility while retaining the 
land and other physical assets for contingencies, is the worst possible scenario. 
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THE DEFENSE BASE CLOSURE AND REALIGNMENT COMMISSION 
1700 NORTH MOORE STREET SUITE 1425 

ARLINGTON, VA 22209 

703-696-0504 
ALAN J. DIXON, CHAIRMAN 

COMMISSIONERS: 
AL CORNELLA 
REBECCA COX 
G E N  J. B. DAVIS, USAF (RET) 
S. L E E  KLlNG 
RADM BENJAMIN F. MONTOYA, U S N  (RET) 
MG JOSUE ROBLES, JR., USA (RET) 

MEMORANDUM FOR THE SUBMARINE WARFARE D I V I S I ~ ~ ~  S E  STEELE 

DCNO (RWR&A) ATTN: CDR Mauney 

SUBJECT: CLASSIFIED BRIEFING ATTENDEES 

This memorandum certifies the security clearances of the following commissioners and staff 
members of the Defense Base Closure and Realignment Commission, all of whom are U.S. citizens. 
These individuals will attend your 18 APR 95 classified briefing to the DBCRC. 

NAME 
DAVIS, JAMES B. 
CORNELLA, ALTON W. 
STEELE, WEND1 L. 
LYLES, DAVID S. 
BORDEN, BENTON L. 
YELLIN, S. ALEXENDER 

&wilr/u e=u,p-. 
JACKSON, LAWRENCE B. 
LINDENBAUM, ERIC J. 

SSN - 
505-38-3274 
501-52-3738 
210-36-3682 
247-92-4143 
230-50-1385 
181-40-8317 
214-42-5863 
437-722751 
258-17-1199 

CLEARA 
TOP SEC 
TOP SEC 
TOP SEC 
TOP SEC 
TOP SEC 
TOP SEC 
TOP SEC 
TOP SEC 
TOP SEC 

YCEIDATE GRANTEDIDOB 
RETI20 MAR 95/14 NOV 35 
RETI17 MAR 95/02 APR 47 
RETI20 MAR 95/31 JUL 62 
RETI08 NOV 90108 MAR 51 
XET/18 JAN 95/23 FEB 40 
WTl23 JAN 95/17 MAR 47 
=TI20 SEP 92/12 JUL 43 
WTIO1 MAR 95/29 JAN 62 
iETI26 FEB 91/15 MAR 59 

FACILITY: DBCRC Conference Room, 1700 N. Moore St. Suite 1425 Arlingtion VA 22209 

PERSON TO BE CONTACTED: Colonel Wayne Purser, USAF, Military Assistant/Security Off~cer 

DATE O F  BRIEFING: 18 MAR 95 

PURPOSE O F  BRIEFING: TO CONDUCT INDEPENDENT ANALYSIS O F  MILITARY VALUE AS 
A PRELUDE T O  MAKING A BASE-CLOSURE RECOMMENDATION T O  THE PRESIDENT. 

Please refer questions and/or requests for additional information concerning this visit to Col Wayne 
Purser, USAF, a t  (703) 696-0504 or DSN 226-0504. This certifies that subject visitor(s) hold(s) the level 
of security clearance indicated above. 

WAYNE PURSER, Colonel, USAF 
Military AssistantISecurity Ofiicer 
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Date: 12 APR 95 

To: Admiral Montoya 
Commissioner Cornella 
J O  owls ," 
Nt%.h :7 

CC: David Lyles 
Ben Borden 
Alex Yellin 

From: Larry Jackson 

Subject: ATTACK SUBMARINE BACKGROUND READING (Substantive changes since 
03 April memo are underlined.) 

The attached information is intended to familiarize you with some of the issues surrounding 
attack submarine procurement. Information in this memo is intended to increase your 
understanding of the underlying issues as they pertain to this round of base closure, particularly 
with regard to Naval shipyards. 

Relevance 

Attack submarine procurement is relevant to this round of base closure primarily for three 
reasons: 

1. Procurement rate of new submarines is a significant factor in determining the timing and the 
rate of old attack submarine (primarily LA-class) de-activations. 

2. One potential scenario for long-term procurement strategy involves extending the life of 
several Los Angeles class submarines. 

3. In very rough numbers, attack submarines comprise 15% of the Navy's ship inventory, but 
account for 30% of the maintenance performed in the public shipyards. 

Missions and Fleet Composition 

Attack submarines perform a variety of missions. During the Cold War, emphasis was placed 
primarily on Anti-Submarine Warfare (ASW), but attack subs, or SSNs, are also capable of 
performing intelligence gathering missions, launching Tomahawk cruise missiles, mining coastal 
areas, anti-surface warfare, and insertion and extraction of spies and special forces. 

The Navy's fleet of attack submarines consists of approximately 56 Los Angeles class (also 
known as LA-class and 688-class) submarines, and 27 Sturgeon class (637-class) submarines. 
Two single-ship classes of submarines are also active. 

Background--The Los Angeles Class Submarine 

A total of 62 LA-class submarines have been procured by the Navy. Of these, four have yet to be 
delivered, and two have been inactivated. The first 3 1 submarines were built with nuclear cores 
which needed replacement after roughly 15 years. Since the LA-class was intended to have a 
service life of 30 years, this meant that the first 3 1 submarines would require a refueling 
overhaul (abbreviated ERO by the Navy). The second flight of submarines were built with cores 
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which had a core-life comparable to the 30-year service life. In other words, the second flight of 
submarines did not require refueling. 

A submarine refueling is perhaps the most demanding (in terms of skill and time) evolution 
performed in the naval shipyards. Notional duration for the refueling of a 688-class submarine is 
approximately 1,400 direct labor man years. The first 688 was commissioned in 1976, based on a 
late- 1960s design. Because the first flight of 688's were commissioned at rates approaching 4 
submarines per year, large numbers of the submarines were scheduled for refueling beginning in 
middle 1990's' and this "bow-wave" required the naval shipyards to retain the capacity to 
complete the task. 

In the early 90's, after the demise of the Soviet Union, the Joint Chiefs of Staff began studying 
options for decreasing the numbers of attack submarines in the fleet. One proposal, dubbed JCS- 
1, called for defueling (vice refueling) nine 688's. (A defueling more than halves the level of -. 
effort required for a refueling.) The JCS-1 scenario resulted in a 15% decrease in the necessary 
capacity required in the latter 1990's, when compared to the Bush-Cheney Base Force. 

L N3L7 T r 2 - w  $l\ 

The Current Debate ~ \ - i s ~ a  F , ~ ~ Q & ~  
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, fifi.awa~,+x 
The testimonies of Ms. Slatk' in. GAO. and M r. Ron 0 '~olrrke deal with several issues. t he 
g r i m a ~  of which boils down to whether and when the Navy should procure the New Attack 
Submarine (NSSN). Sec issues discuss whether tht~Navv trulv needs two n u c l e a r - c a d  
shipbuilders and fundin ird Seawolf-class submarbe (SSN-23). 

It now aDpears that Conyress is no lon~er  debating whether to build the NSSN. but rather wha 
will build it. and how the builder will be determined. Based on this observation. Staff believes 
that construction will start in FY 98. though it could be pushed a vear later if Newport News is, 
g- RubL, a'? p~cLuA-.*dhv~l \ \  & ' i*Jw 

Food for Thou~ht: The Private shipyardsJ- 

Both Electric Boat and Newport News Shipbuilding- have performed maintenance on nuclear 
submar ines. It 1s generallv accevted t hat shipbuilders would rather build than repair. but ~k 
the bleak outlook for shiv build in^ in the United States. it iavery likely that both yards wou . . . Id 
welcome additional work. In general. new construction doe2 not reauire the same fac~lltles as 
maintenance. Furthermore. as stated in Ms. Slatkin's testinunv (0.10). submarine overhaul does 
not reauire the same skill mix demanded bv new constructian. This is im~ortant because it 
means that the capacity to build new submarines is relatively inde~endent of the ca~acitv ta 

could state that the Navy is supporting six nuclear ca~able dtivvards--four ~ubl ic  and two 
Drivate. 

1 lear ship Ik&ause we are discussmeuc work. I have restricted discussion of the ~r iva te  vards to those current 1 v 
upable of perfo* nuclear work: Newport News Shipbuilding and1:lectric Boat  
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About the Attachments 

If you are pressed for time, J have included a svnopsis of the readin s: however, I would 
recommend reading the Congressional Research Service (CRS) testimony by Ron OYRourke. 
Ron has taken more of a middle-ground approach to the procurement issue. Ms. Slatkin's 
testimony stakes out the Navy's position, which boiled down is, "Build the New Attack 
Submarine." The GAO testimony outlines several lower-cost procurement strategies that the 
Navy could pursue. I highly recommend reading the "Back:ground" portion of the GAO 
testimony, if nothing else. 

A Few Notes 

The New Attack Submarine has also been known as the Seawolf follow-on, and the Centurion. 

We have obtained or will soon obtain all of the references: in the GAO testimony. 

Staff has requested a classified briefing on attack submarine missions, the threat, and the Navy's 
perspective regarding procurement and budget limitations. It has been requested for the morning 
of 18 April, and will p p b l y  be held in the Pentagon. - 

- -  - 
On page 3 of the CRS ripbrt, G te  that "requirements for im attack submarine force of more than 
about 45 boats are driven primarily by peacetime deployrr~ent considerations." (Emphasis 
added.) 

Pages 6-8 of the GAO testimony discuss the proposal to extend the lives of nine 688s. During the 
hearing, Admiral Bruce DeMars, who is in charge of Naval Reactors oted that a study of 
service life extension would take many years\, L&xw,6c. 

9 
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'9 
Page 10 of Ms. Slatkin's testimony briefly touches on the broad issue of industrial skill 
preservation. In particular, she discusses the disadvantages of overhauling submarinesviee p, 1 1 % Qv 
building new ones. This issue will probably crop up again. 

I 

n&C; pm.~q,h-' 
Just to put in perspective. the Navy's COBRA analyses indicate that the 20-vear wwqgs 

L ~--a~-approximatelv $2.0 billion per shipvard closed. This wsuld almost pav for one Seawolf-class 
submarine. or would pay for a little more than one NSSN. 
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Attack Submarine Procurement 

Synopsis of Unclassified Readings 

The Bottom Line is that no one is sure what the future requirements will be. For a variety of reasons, Staff is of 
the opinion that Congress will opt to construct the New Attack Submarine. The reasons center on the need to 
preserve the submarine industrial base, and the growing obsolescence of the 688-class. More light may be shed on 
the issue during the classified briefing on 18 April. 

Force-level Requirement according to Bottom-Up Review (BUR) is 45-55 submarines. 
Classified number is on the higher end. 
Requirements for an attack submarine force of more than about 45 boats are driven primarily by peacetime 
deployment considerations (i.e. maintaining forward deployments for purposes of intelligence and surveillance 
and for responding rapidly at the outset of a crisis or conflict), according to the Congressional Research 
Service (CRS). 
According to the GAO report, the JCS Study indicates that a 55.-submarine force would meet all wartime 
requirements for regional conflicts, as well as fulfill peacetime needs. 
Policy limitations on perstempo, and the less fungible requirements for maintenance, training, and transit time 
require an average of 5.7 attack submarines to keep one continuously deployed in an oparea around the 
vicinity of Eurasia. 

Extendinn the Service Life of Nine 688s is proposed by GAO as a cost-saving measure. Naval Reactors is clearly 
against this idea. Staff does not believe that this option will be adopted for the following reasons: 

The challenge in maintaining the overall numbers of SSNs is not a short- or mid-term problem, but arises 
around 2020. 
In 2020, the newer 688s will be almost 30 years old. 
The 688s have little room left for increasing their capabilities. 
Russia has developed submarines quieter than the 688s. 
Russia continues to build submarines at a rate considerably higher than the United States. 
Sustaining Electric Boat and its component suppliers, many of which are now the only remaining domestic 
source, will be very difficult if building rates decline. There have been no submarine starts since 1991. 

Staff Note: It is possible, however, that an increase in the required number of attack submarines might dictate 
refuelling more 688s. 

Rate of Procurement, according to the CRS study must increase significantly. (See pp. 9-1 1 for greater details.) 
"The near-hiatus in submarine procurement of the 1990s has already produced a requirement for an attack 
submarine procurement bow wave for the period after the turn of the century." Staff is unaware of how this will 
affect future submarine maintenance requirements. 
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Attack Submarine Procurement 

Synopsis of Unclassified Readings 

Attack submarine procurement is relevant to this round of base closure primarily for three reasons: 

1. Procurement rate of new submarines is a significant factor in determining the timing and the rate of old attack 
submarine (primarily LA-class) de-activations. 

2. One potential scenario for long-term procurement strategy involves extending the life of several Los Angeles 
class submarines. 

3. In very rough numbers, attack submarines comprise 15% of the Navy's ship inventory, but account for 30% of 
the maintenance performed in the public shipyards. \ . I  

The Bottom Line is that no one is sure what the future requirements will be. For a variety of reasons, Staff is of 
the opinion that Congress will opt to construct the New Attack Submarine. The reasons center on the need to 
preserve the submarine industrial base, and the growing obsolescence of the 688-class. More light may be shed on 
the issue during the classified briefing on 18 April. 

Force-level Requirement according to Bottom-Up Review (BUR) is 45-55 submarines. 
Classified number is on the higher end. 
Requirements for an attack submarine force of more than about 45 boats are driven primarily bypeacetime '\ 

deployment considerations (i.e. maintaining forward deployments for purposes of intelligence and surveillance 
and for responding rapidly at the outset of a crisis or conflict): according to the Congressional Research 
Service (CRS). 
According to the GAO report, analysis by the JCS that a 55-submarine force would meet all wartime 8 
requirements for regional conflicts, as well as fulfill peacetime needs. 
Policy limitations on perstempo, and the less fungible requirements for maintenance, training, and transit time 
require an average of 5.7 attack submarines to keep one continuously deployed in an oparea around the %. 
vicinity of Eurasia. + 'h, 

Sumarine Missions vary. During the Cold War, emphasis was placed primarily on Anti-Submarine Warfare v, 
(ASW), but attack subs, or SSNs, are also capable of performing i~ntelligence gathering missions, launching 
Tomahawk cruise missiles, mining coastal areas, anti-surface warlare, and insertion and extraction of spies and 
special forces. 

,c s, L S %  
eristicsp as interpreted by Staff, imply that further construction of SSN-688s will not suit the Navy's 

(i.e. the Nation's) needs. 

extend in^ the Service Life of Nine 688s is proposed by GAO as a cost-saving measure. Naval Reactors is clearly 
against this idea. Staff does not believe that this option will be adopted for the following reasons: 

The challenge in maintaining the overall numbers of SSNs is not a short- or mid-term problem, but arises 
around 2020. 
In 2020, the newer 688s will be almost 30 years old. 
The 688s have little room left for increasing their capabilities. 
Russia has developed submarines quieter than the 688s. 
Russia continues to build submarines at a rate considerably higher than the United States. 
Sustaining Electric Boat and its component suppliers, many of' which are now the only remaining domestic 
source, will be very difficult if building rates decline. There halve been no submarine starts since 1991. 

Rate of Procurement, according to the CRS study must increase significantly. (See pp. 9- 1 1 for greater details.) 
"The near-hiatus in submarine procurement of the 1990s has already produced a requirement for an attack 
submarine procurement bow wave for the period after the turn of the century." What will this do to submarine 
maintenance requirements? 
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Date: 03 APR 95 

To: Commissioner Davis 
Commissioner Steele 
David Lyles 

CC: Ben Borden 
Alex Yellin 

From: Larry Jackson 

Subject: ATTACK SUBMARINE BACKGROUND READING 

The attached information is intended to familiarize you with some of the issues surrounding 
attack submarine procurement. Information in this memo is intended to increase your 
understanding of the underlying issues as they pertain to this round of base closure, particularly 
with regard to Naval shipyards. 

Relevance 

Attack submarine procurement is relevant to this round of base closure primarily for three 
reasons: 

1. Procurement rate of new submarines is a significant fictor in determining the timing and the 
rate of old attack submarine (primarily LA-class) de-activations. 

2. One potential scenario for long-term procurement striitegy involves extending the life of 
several Los Angeles class submarines. 

3. In very rough numbers, attack submarines comprise 15% of the Navy's ship inventory, but 
account for 30% of the maintenance performed in the public shipyards. 

Missions and Fleet Composition 

Attack submarines perform a variety of missions. During the Cold War, emphasis was placed 
primarily on Anti-Submarine Warfare (ASW), but attack subs, or SSNs, are also capable of 
performing intelligence gathering missions, launching Tomahawk cruise missiles, mining coastal 
areas, anti-surface warfare, and insertion and extraction of spies and special forces. 

The Navy's fleet of attack submarines consists of approximately 56 Los Angeles class (also 
known as LA-class and 688-class) submarines, and 27 Sturgeon class (637-class) submarines. 
Two single-ship classes of submarines are also active. 

Background--The Los Angeles Class Submarine 

A total of 62 LA-class submarines have been procured by the Navy. Of these, four have yet to be 
delivered, and two have been inactivated. The first 3 1 submarines were built with nuclear cores 
which needed replacement after roughly 15 years. Since the LA-class was intended to have a 
service life of 30 years, this meant that the first 3 1 submal-ines would require a refueling 
overhaul (abbreviated ERO by the Navy). The second flight of submarines were built with cores 
which had a core-life comparable to the 30-year service life. In other words, the second flight of 
submarines did not require refueling. 
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A submarine refueling is perhaps the most demanding (in terms of skill and time) evolution 
performed in the naval shipyards. Notional duration for the refueling of a 688-class submarine is 
approximately 1,400 direct labor man years. The first 688 was commissioned in 1976, based on a 
late-1960s design. Because the first flight of 688's were commissioned at rates approaching 4 
submarines per year, large numbers of the submarines were scheduled for refueling beginning in 
middle 19907s, and this ccbow-wave" required the naval shipyards to retain the capacity to 
complete the task. 

In the early 90's, after the demise of the Soviet Union, the Joint Chiefs of Staff began studying 
options for decreasing the numbers of attack submarines in the fleet. One proposal, dubbed JCS- 
1, called for defueling (vice refueling) nine 688's. (A defueling more than halves the level of 
effort required for a refueling.) The JCS- 1 scenario resulted in a 15% decrease in the necessary 
capacity required in the latter 199OYs, when compared to the Bush-Cheney Base Force. 

About the Attachments 

If you are pressed for time, I would recommend first reading the Congressional Research Service 
(CRS) testimony by Ron O'Rourke. Ron has taken more (of a middle-ground approach to the 
procurement issue. Ms. Slatkin's testimony stakes out the Navy's position, which boiled down is, 
"Build the New Attack Submarine." The GAO testimony outlines several lower-cost 
procurement strategies that the Navy could pursue. I highly recommend reading the 
"Background" portion of the GAO testimony, if nothing else. 

A Few Notes 

The New Attack Submarine has also been known as the Seawolf follow-on, and the Centurion. 

We have obtained or will soon obtain all of the references in the GAO testimony. 

Staff has requested a classified briefing on attack submarine missions, the threat, and the Navy's 
perspective regarding procurement and budget limitations.. It has been requested for the morning 
of 18 April, and will probably be held in the Pentagon. A 

\ i  

On page 3 of the CRS report, note that ccrequirernents for an attack submarine force of more than -?$ 
about 45 boats are driven primarily by peacetime deploynient considerations." (Emphasis 

1 

added.) 

Pages 6-8 of the GAO testimony discuss the proposal to extend the lives of nine 688s. During the 
hearing, Admiral Bruce DeMars, who is in charge of Naval Reactors, noted that a study of 
service life extension would take many years. 

Page 10 of Ms. Slatkin's testimony briefly touches on the broad issue of industrial skill 
preservation. In particular, she discusses the disadvantages of overhauling submarines vice 
building new ones. This issue will probably crop up again. 
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SHIPYARD ISSUES 

DoD Recommendations 

Close the Naval Ship Repair Facility, Guam, except transfer iippropriate assets, including the piers, 
floating drydock, its typhoon basin anchorage, the recompression chamber, and the floating crane to, to 
Naval Activities, Guam. 

Close the Naval Shipyard Long Beach, California, except retain the sonar dome government-owned, 
contractor-operated facility and those family housing units needed to fulfill Department of the Navy 
requirements, particularly those at Naval Weapons Station, S12al Beach, California. Relocate necessary 
personnel to other naval activities as appropriate, primarily Naval Weapons Station, Seal Beach and 
naval activities in the San Diego, California area. 

Background 

Capacity is the driving factor in determining how many yards are recommended for closure. With 
shipyards, the capacity and capability of the graving docks' also plays an important role, since not all 
graving docks can accommodate the larger ships, such as carriers and other large-decked vessels, and 
newer submarines, which typically have a deep draft. Attachnient A to this paper address Staffs initial 
calculations of excess capacity based on various closure scenarios. 

Some important points about how the Navy conducted their analysis: 
Capacity calculations were based on the ideal assil~nption of one 8-hour shift per day, 5 days 
per week--or a standard 40-hour work-week. In fact, most shipyards operate an extra half 
shift every day; 
Private-sector capacity and capability was not taken into account in the formal analysis. It is 
possible that the senior decision-makers did consider the private sector as a safety net of 
sorts, but Staff has not yet uncovered references in the minutes. 

Portsmouth Naval Shipyard 

Starting Year: 1996 
Final Year: 1998 
ROI Year: Immediate 

NPV in 20 15: $2.3 billion 
1 -Time Cost : $85 million 
Recurring Savings: $15 1.9 million 

1. The key issue revolves around LA-class attack submarine refueling overhauls (EROs) and the 
follow-on attack submarine to the LA-class. In 1993, the Navy indicated that it did not intend to 
refuel these submarines, but instead de-activate them. During testimony on 6 March, Chief of Naval 

1 A graving dock is a special kind of drydock, which is essentually, an expensive and big hole in the 
ground. The term "drydock" can refer either to a graving dock or a floating dock. Graving docks are 
considered permanent and irreplaceable assets, while floating docks can be moved over great distances 
with little difficulty. 
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Operations Mike Boorda stated that the Navy may refuel some LA-class subs, and perhaps even 
extend their lives. He indicated that further details were classified. 

2. Closing Portsmouth Naval Shipyard will increase the Navy's total 20-year NPV by approximately 
20%. 

3. Staffs initial evaluation of the Navy's capacity analysis indicates that not closing any nuclear 
shipyards will leave the Navy with about 37% excess capacity to perform nuclear work, which is 
enough to perform more than four LA-class attack submarine refueling overhauls per year. If 
Portsmouth were closed, the Navy would still have enough excess capacity to refuel almost two LA- 
class subs annually. 

As noted by the CNO, excess capacity is "lumpy."' Currently, the Navy is not refueling LA- 
class submarines at any other facility. 
Norfolk Naval Shipyard is scheduled to perform LA-class refuelings beginning in FY 99. 
Based solely on capacity numbers provided in the Navy datacalls, Norfolk Naval Shipyard 
should be able to absorb nearly all of Portsmouth'rj workload. These calculations do not 
account for possible physical plant limitations at Norfolk which might restrict 
accomplishment of the increased workload. 
If Norfolk has insufficient capacity to perform the Navy's refueling workload, some of 
Norfolk's work, both nuclear and conventional, could be shed to the private sector. Two 
private-sector shipyards, Newport News and Electric Boat, are capable of performing some 
nuclear work. Another possibility would be to add another shift to Norfolk. 

Long Beach 
Starting Year: 1996 
Final Year: 1997 
ROI Year: Immediate 

NPV in 2015: $1.97 billion 
1-Time Cost : $74 million 
Recurring Savings: $13 1.9 million 

1. Long Beach Naval Shipyard ranked slightly higher in military value than Portsmouth Naval 
Shipyard, yet Portsmouth did not appear on the closure list In 1993, Long Beach ranked well above 
both Portsmouth and Long Beach. 

According to Navy testimony, Long Beach's degraded military value resulted, at least in 
part, from alterations in the military value computations, which were implemented in 
response to criticism from both the GAO and the Commission. 
Also, according to the Chief of Naval Operations, geography is an issue, and the current 
proposal to close only Long Beach leaves two shipyards on each coast: Puget Sound, in 
Washington; Pearl Harbor; Portsmouth, in Maine; Norfolk in Virginia. 

2. Long Beach has a carrier-capable drydock. In 1993, the N,avy stated that the senior decision-makers 
were "concerned that there was insufficient capacity on the West Coast for drydocking carriers and 
other large ships. Accordingly, they agreed not to consider Long Beach Naval Shipyard ...." 

The Navy has a total of six large-decked ships in !;an Diego, two of which are carriers. 
Transit time for a ship from San Diego to Long Beach is less than a day. From San Diego to 
Puget Sound is a little over three days. From San Diego to Pearl Harbor is about seven days. 
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3. Questions from Congressman Steve Horn's office note that the recommended closure of Long Beach 
closes the least amount of excess capacity and saves the lleast amount of money. They further note 
that the Navy did not actively consider other options, such as down-sizing of Pearl Harbor Naval 
Shipyard or closure of Norfolk Naval Shipyard. 

Guam 
Starting Year: 1996 
Final Year: 1997 
ROI Year: Immediate 

NPV in 20 15: $5.3 million 
l-Time Cost : $8.4 million 
Recurring Savings: $37.8 million 

1. The facility at Guam is not classified as a shipyard, but as a Ship Repair Facility (SRF). The Navy's 
Detailed Analysis and Recommendations (the yellow book) states, "The normal distinction between 
a shipyard and a ship repair facility is that shipyards are generally found near fleet homeport 
concentrations, while ship repair facilities are responsive to deployment and operating areas." In fact, 
SRF's are much less capable than shipyards, and this is borne out in the military value calculations. 

The average military value of the five shipyards is 58.1, whereas the military value for SRF 
Guam is 24.25. 
In the '93 round, the Navy did not include SRFYs in its shipyard analysis. 
Guam strongly argues that the Navy should allow the community to utilize the facilities at 
the SRF. Indeed, from a community perspective, shutting down a facility while retaining the 
land and other physical assets for contingencies, is the worst possible scenario. 
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Questions for SSN Briefing 

What are the standing intelligence requirements for SSNs? 
How many SSNs are required by the CMCs and current DON policy? 
How many SSNs are desired by the CINCs? 
What is the depth capability of the LA class? 
What is the depth capability of the AKULA class? 



QUESTIONS FOR. N-87 

~ d ' i i r a l ,  could you talk a bit about N-87's role in the budgeting and procurement 
process? 

Likely answer: Among other things, N-87 budgets for refuelings; so, in effect, 
they determine how many refuelings be performed, and when they will be 
performed. Money comes from TOA funds. 

h o ,  N-87 budgets for all submarine maintenance? 

@at is your current PR-97 schedule for refuelings and DMP's in the Navy 
Shipyards? 

Likely answer: -17 refuelings and -14 inactivations. (Are these nos unclas?) 

&w are you going to afford all those refuelings? 

What happens to out-year refuelings as more of your TOA goes to purchasing new 
submarines? 

Likely answer: refuelings will be delayed or eliminated. 

A s  the Navy think that a fleet of -50 meet the operational 
requirements of the 2 MRC scenario? 

A t t e s t i m o n y  before the 1993 Commission, Admiral Kelso aluded to the increased 
operating cycles (or time between depot maintenance periods) that had resulted 
from improved designs, as well as more sophisticated maintenance and operating 
techniques. Could you talk about the recent increase in the 688 operating cycle? 
(Currently 120 months, recently increased from -90 months.) 

How will this affect 688 availabilities currently scheduled? 
Is this the reason for the one-year gap in Portsmouth's workload? 

Do you have a copy of the NSSN COEA? Could I come read it in you office 
tomorrow? 



As of 1655 17 May 1995 

Economic Impact Data 

Activity: NSY PORTSMOUTH 
Economic Area: *Rockingham County NH, & York County ME 

Impact of Proposed BRAC-95 Action at NSY PORTSMOUTEI: 

Total Population of *Rockingham County NH, & York County ME (1992): 412,800 
Total Employment of *Rockingham County NH, & York County ME, BEA (1992): 202,394 
Total Personal Income of *Rockingham County NH, & York County ME (1992 actual): $8,814,779,000 
BRAC 95 Total Direct and Indirect Job Change: (1 1,053) 
BRAC 95 Potential Total Job Change Over Closure Period (% of 1992 Total Employment) (5.5%) 

- 

1994 1995 1996 1_1&V 
Relocated Jobs: MIL 0 0 0 (80) 

CIV 0 0 0 (3.37) 
Other Jobs: MIL 0 0 0 (77) 

CIV 0 0 0 (4,291) 
BRAC 95 Direct Job Change Summary at NSY PORTSMOUTH 

MIL 0 0 0 (157) 
CIV 0 0 0 (4,1528) 
TO 0 0 0 (4,'785) 

Total - 
(80) 

(337) 
(77) 

(4329 1) 

(157) 
(4,628) 
(4,785) 

Indirect Job Change: (6,268) 
Total Direct and Indirect Job Change: (1 1,053) 

Other Pending BRAC Actions at NSY PORTSMOUTH (Previous Rounds): 

MIL 0 0 0 0 0 0 0 0 0 
CIV (17) 6 (14) 0 0 0 0 0 (25) 

*Rockin~ham Countv NH, & York Countv ME Prof* 
Civilian Employment, BLS (1 993): 212,177 Average Per Capita Income (1992): $21,355 

Employment Data ' 
250,000 , Per Capita Personal Income Data 

25,000 , 

Annualized Change in Civilian Em~loyment (1 984-1 993) Annualized Change in Per Capita Personal Income (1 984-1992) 

Employment: 4,303 ]Dollars: $916 
Percentage: 2.3% Percentage: 5.4% 
U.S. Average Change: 1.5% lJ.S. Average Change: 5.3% 

Unemployment Rates for *Rockingham County NH, & York County ME and the US (1984 - 1993): 

Local 5.2% 4.4% 3.7% 3.2% 2.8% 3.6% 5.7% 7.5% 7.6% 7.3% 

U.S. 7.5% 7.2% 7.0% 6.2% 5.5% 5.3% 5.5% 6.7% 7.4% 6.8% 

1 Note: Bureau of Labor Statistics employment data for 1993, which has been adjusted to incorporate revised methodologies and 1993 
Bureau of the Census metropolitan area definitions are not fully compatible with 1984 - 1992 data. 
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As of: 1655 17 May 1995 

Economic Impact Data 

Activity: NSY PORTSMOUTH 
Economic Area: *Rockingham County NH, & York County ME 

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

Cumulative BRAC Impacts Affectine *Rockinpham Countv NA, & York Countv ME: 

- - 
Cumulative Total Direct and Indirect Job Change: (11,112) 
Potential Cumulative Total Job Change Over Closure Period (% of 1992 Total Employ (5.5%) 

- 

Other Proposed BRAC 95 Direct Job Changes in Economic Area (Excluding NSY PORTSMOUTH) 

Army: MIL 0 0 0 0 0 0 0 0 0 
CIV 0 0 0 0 0 0 0 0 0 

Navy: MIL 0 0 0 0 0 0 0 0 0 
CIV 0 0 0 0 0 0 0 0 0 

Air Force: MIL 0 0 0 0 0 0 0 0 0 
CIV 0 0 0 0 0 0 0 0 0 

Other: MIL 0 0 0 0 0 0 0 0 0 
CIV 0 0 0 0 0 0 0 0 0 

Other Pending Prior BRAC Direct Job Changes in Economic Area (Excluding NSY PORTSMOUTH) 

Army: MIL 0 0 0 0 0 0 * 0 0 0 
CIV 0 0 0 0 0 0 0 0 0 

Navy: MIL 0 0 0 0 0 0 0 0 0 
CIV 0 0 0 0 0 0 0 0 0 

Air Force: MIL 0 0 0 0 0 0 0 0 0 
CIV 0 0 0 0 0 0 0 0 0 

Other: MIL 0 0 0 0 0 0 0 0 0 
CIV 0 0 0 0 0 0 0 0 0 

Cumulative Direct Job Change in *Rockingham County NH, & York County ME Statistical Area (Including 
NSY PORTSMOUTH) 

MIL 0 0 0 (157) 0 0 0 0 (157) 
CIV (1 7) 6 (14) (4,628) 0 0 0 0 (4,653) 
TO (17) 6 (14) (4,785) 0 0 0 0 (4,810) 

Cumulative Indirect Job Change: (6,302) 
Cumulative Total Direct and Indirect Job Change: (1 1,112) 
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SHIPYARD ISSUES 

DoD Recommendations 

Close the Naval Ship Repair Facility, Guam, except transfer appropriate assets, including the piers, 
floating drydock, its typhoon basin anchorage, the recompre!;sion chamber, and the floating crane to, to 
Naval Activities, Guam. 

Close the Naval Shipyard Long Beach, California, except retain the sonar dome government-owned, 
contractor-operated facility and those family housing units needed to fulfill Department of the Navy 
requirements, particularly those at Naval Weapons Station? Seal Beach, California. Relocate necessary 
personnel to other naval activities as appropriate, primarily Naval Weapons Station, Seal Beach and 
naval activities in the San Diego, California area. 

Background 

Capacity is the driving factor in determining how many yards are recommended for closure. With 
shipyards, the capacity and capability of the graving docks1 also plays an important role, since not all 
graving docks can accommodate the larger ships, such as carriers and other large-decked vessels, and 
newer submarines, which typically have a deep draft. Attach.nent A to this paper address Staffs initial 
calculations of excess capacity based on various closure scenarios. 

Some important points about how the Navy conducted their ;tnalysis: 
Capacity calculations were based on the ideal itssumption of one 8-hour shift per day, 5 days 
per week--or a standard 40-hour work-week. In fact, most shipyards operate an extra half 
shift every day; 
Private-sector capacity and capability was not talten into account in the formal analysis. It is 
possible that the senior decision-makers did consider the private sector as a safety net of 
sorts, but Staff has not yet uncovered references in the minutes. 

Portsmouth Naval Shipyard 

Starting Year: 1996 
Final Year: 1998 
ROI Year: Immediate 

NPV in 2015: $2.3 billion 
1-Time Cost : $85 million 
Recurring Savings: $15 1.9 million 

1. The key issue revolves around LA-class attack submarinc: refueling overhauls (EROs) and the 
follow-on attack submarine to the LA-class. In 1993, the Navy indicated that it did not intend to 
refuel these submarines, but instead de-activate them. During testimony on 6 March, Chief of Naval 

-- 

' A graving dock is a special kind of drydock, which is essentially, an expensive and big hole in the 
ground. The term "drydock" can refer either to a graving dock or a floating dock. Graving docks are 
considered permanent and irreplaceable assets, while floating, docks can be moved over great distances 
with little difficulty. 
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Operations Mike Boorda stated that the Navy may refuel some LA-class subs, and perhaps even 
extend their lives. He indicated that further details were classified. 

2. Closing Portsmouth Naval Shipyard will increase the Navy's total 20-year NPV by approximately 
20%. 

3. Staffs initial evaluation of the Navy's capacity analysis indicates that not closing any nuclear 
shipyards will leave the Navy with about 37% excess capacity to perform nuclear work, which is 
enough to perform more than four LA-class attack submivine refueling overhauls per year. If 
Portsmouth were closed, the Navy would still have enough excess capacity to refuel almost two LA- 
class subs annually. 

As noted by the CNO, excess capacity is "lumpy." Currently, the Navy is not refueling LA- 
class submarines at any other facility. 
Norfolk Naval Shipyard is scheduled to perfonn LA-class refuelings beginning in FY 99. 
Based solely on capacity numbers provided in the Navy datacalls, Norfolk Naval Shipyard 
should be able to absorb nearly all of Portsmoutf~'~ workload. These calculations do not 
account for possible physical plant limitations at Norfolk which might restrict 
accomplishment of the increased workload. 
If Norfolk has insufficient capacity to perform the Navy's refueling workload, some of 
Norfolk's work, both nuclear and conventional, could be shed to the private sector. Two 
private-sector shipyards, Newport News and Electric Boat, are capable of performing some 
nuclear work. Another possibility would be to add another shift to Norfolk. 

Long Beach 
Starting Year: 1996 
Final Year: 1997 
ROI Year: Immediate 

NPV in 2015: $1.97 billion 
1 -Time Cost : $74 million 
Recurring Savings: $13 1.9 million 

Long Beach Naval Shipyard ranked slightly higher in military value than Portsmouth Naval 
Shipyard, yet Portsmouth did not appear on the closure list. In 1993, Long Beach ranked well above 
both Portsmouth and Long Beach. 

According to Navy testimony, Long Beach's degraded military value resulted, at least in 
part, from alterations in the military value computations, which were implemented in 
response to criticism from both the GAO and the Commission. 
Also, according to the Chief of Naval Operations, geography is an issue, and the current 
proposal to close only Long Beach leaves two shipyards on each coast: Puget Sound, in 
Washington; Pearl Harbor; Portsmouth, in Maine; Norfolk in Virginia. 

2. Long Beach has a carrier-capable drydock. In 1993, the Navy stated that the senior decision-makers 
were "concerned that there was insufficient capacity on tlie West Coast for drydocking carriers and 
other large ships. Accordingly, they agreed not to consider Long Beach Naval Shipyard ...." 

The Navy has a total of six large-decked ships in San Diego, two of which are carriers. 
Transit time for a ship from San Diego to Long B.each is less than a day. From San Diego to 
Puget Sound is a little over three days. From San Diego to Pearl Harbor is about seven days. 
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3. Questions from Congressman Steve Horn's office note that the recommended closure of Long Beach 
closes the least amount of excess capacity and saves the least amount of money. They further note 
that the Navy did not actively consider other options, such as down-sizing of Pearl Harbor Naval 
Shipyard or closure of Norfolk Naval Shipyard. 

Guam 

Starting Year: 1996 
Final Year: 1997 
ROI Year: Immediate 

NPV in 2015: $5.3 million 
1 -Time Cost : $8.4 million 
Recurring Savings: $37.8 million 

1. The facility at Guam is not classified as a shipyard, but as a Ship Repair Facility (SRF). The Navy's 
Detailed Analysis and Recommendations (the yellow book) states, "The normal distinction between 
a shipyard and a ship repair facility is that shipyards are generally found near fleet homeport 
concentrations, while ship repair facilities are responsive to deployment and operating areas." In fact, 
SRF's are much less capable than shipyards, and this is E,orne out in the military value calculations. 

The average military value of the five shipyards is 58.1, whereas the military value for SRF 
Guam is 24.25. 
In the '93 round, the Navy did not include SRF's in its shipyard analysis. 
Guam strongly argues that the Navy should allow the community to utilize the facilities at 
the SRF. Indeed, from a community perspective, shutting down a facility while retaining the 
land and other physical assets for contingencies, is the worst possible scenario. 
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Capacity 
Background 

Affected by physical constraints 
- graving docks--number & size, dock 

maintenance, setting blocks 
,d .* 1% 

tvpeGf J I work--vou J can't nut A as manv 
J 

workers on a boat as on a ship 
- subsafe procedures, nuclear work 

efficiency curves 
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Capacity 
JCSG Analysis 

Measured in direct labor man hours--DLMDs 
Based on 8-hour shift, 5-day week 
Capacities measured by commodity groups 
- Sea Systems--Ships and Weapons 
- Very High-Level 

Based on Core calculations (DoD 4151.15H) 
- projected workload remains as assigned 

Core # Maximum Capacitv 
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ACTIVITY : NO0024 

nble  2.2 .g 1 : C o m M w  Pbtential IIToddoad VI1I.iance for FY 2001 

WORKLOAD POTENTIAL 

'WORKLOAD 

Notes: 1. For FY 1999 pmjected force st~cturr and prescribed maintenance cycles for each class. 

2. Does not include 5.216 KMNYRS Last Source requirem'ents 
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688-Class SSNs 

62 procured by Navy D,& 9 1*, 
5 j f 4  J 4 /fiMJ'P 

- 4 not yet delivered, 2 inactivated ,Ow? 

- Flight I (31 boats): -15-year nuclear cores 
- Flight I1 (31 boats): -30-year cores 

In cue: 14 boats ~4 y ~ #  n de+f 4- 
$ / /Y 49 d/4y?? 

- 6 PNSY, 4 NNSY, 4 PHNSY 
- other 14 budgeted for inac/ defueling 

2005 last sked refueling in a NSY 
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688-Class Refueling (ERO) 

Most demanding NSY evolution 
-1,400 DLMYs to complete 
Inactivations require -241 DLMYs 

Inactivations do not include scram in^. A. I all of 
U' - 

which is done at Puget Sound 
All future non-688 inacs on West Coast 
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Private Sector 
Nuclear-Capable Yards 

Newport News Shipyard 
- new construction of submarines and surface ships 

(CVNs) 
- refueling of CVNs 

- new construction of submarines only 
- used to refuel submarines (c. 1973) 

EB and NNS can build up to 3 submarines 
per year. Maintenance capacity unknown. 
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Public vs. Private 

Competition keeps rates down on both sides 
Private yards would generally rather build 
than overhaul 
- According to RADM Taylor, New News has been 

known to give a take-it-or-ieave it price when 
public and private workload is high 

Once a private yard loses nuclear capability, 
it can only be regained at very high cost 
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Attack Submarine Procurement 

Synopsis of Unclassified Readings 

Attack submarine procurement is relevant to this round of base closure primarily for three reasons: 

1. Procurement rate of new submarines is a significant factor in determining the timing and the rate of old attack 
submarine (primarily LA-class) de-activations. 

2. One potential scenario for long-term procurement strategy involves extending the life of several Los Angeles 
class submarines. 

3. In very rough numbers, attack submarines comprise 15% of the Navy's ship inventory, but account for 30% of 
the maintenance performed in the public shipyards. 

The Bottom Line is that no one is sure what the f~lture requirements will be. For a variety of reasons, Staff is of the 
opinion that Congress will opt to construct the New Attack Submarine. The reasons center on the need to preserve 
the submarine industrial base, and the growing obsolescence of the 688-class. More light may be shed on the issue 
during the classified briefing on 18 April. 

Force-level Requirement according to Bottom-Up Review (BUR) is 45-55 submarines. 
Classified number is on the higher end. 
Requirements for an attack submarine force of more than about 45 boats are driven primarily by peacetime 
deployment considerations (i.e. maintaining fixward deployments for purposes of intelligence and surveillance 
and for responding rapidly at the outset of a crisis or conflict), according to the Congressional Research 
Service (CRS). 
According to the GAO report, analysis by the JCS indicates that a 55-submarine force would meet all wartime 
requirements for regional conflicts, as well as fulfill peacetime needs. 
Policy limitations on perstempo, and the less iungible requirements for maintenance, training, and transit time 
require an average of 5.7 attack submarines to keep one continuously deployed in an oparea around the 
vicinity of Eurasia. 

Sumarine Missions vary. During the Cold War, emphasis was placed primarily on Anti-Submarine Warfare 
(ASW), but attack subs, or SSNs, are also capable of performing intelligence gathering missions, launching 
Tomahawk cruise missiles, mining coastal areas, a.nti-surface warfare, and insertion and extraction of spies and 
special forces. 

Unit Characteristics, as interpreted by Staff, imply that further construction of SSN-688s will not suit the Navy's 
(i.e. the Nation's) needs. 

Extending the Service Life of Nine 688s is proposc:d by GAO as a cost-saving measure. Naval Reactors is clearly 
against this idea. Staff does not believe that this option will be adopted for the following reasons: 

The challenge in maintaining the overall numtlers of SSNs is not a short- or mid-term problem, but arises 
around 2020. 
In 2020, the newer 688s will be almost 30 years old. 
The 688s have little room left for increasing their capabilities. 
Russia has developed submarines quieter than the 688s. 
Russia continues to build submarines at a rate considerably higher than the United States. 
Sustaining Electric Boat and its component sul~pliers, many of which are now the only remaining domestic 
source, will be very difficult if building rates decline. There have been no submarine starts since 1991. 

Rate of Procurement, according to the CRS study rnust increase significantly. (See pp. 9-1 1 for greater details.) 
"The near-hiatus in submarine procurement of the 1990s has already produced a requirement for an attack 
submarine procurement bow wave for the period alter the turn of the century." What will this do to submarine 
maintenance requirements? 
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Date: 13 APR 95 

To: Commissioner Montoya 
Commissioner Cornella 

CC: David Lyles 
Ben Borden 
Alex Yellin 

From: Larry Jackson 

Subject: ATTACK SUBMARINE BACKGROUND READING (Substantive changes since 
03 April memo are underlined.) 

The attached information is intended to familiarize you with some of the issues surrounding 
attack submarine procurement. Information in this menlo is intended to increase your 
understanding of the underlying issues as they pertain to this round of base closure, particularly 
with regard to Naval shipyards. 

Relevance 

Attack submarine procurement is relevant to this round of base closure primarily, for three 
reasons: 

1. Procurement rate of new submarines is a significant factor in determining the timing and the 
rate of old attack submarine (primarily LA-class) de-activations. 

2. One potential scenario for long-term procurement strategy involves extending the life of 
several Los Angeles class submarines. 

3. In very rough numbers, attack submarines comprise 15% of the Navy's ship inventory, but 
account for 30% of the maintenance performed in the public shipyards. 

Missions and Fleet Composition 

Attack submarines perform a variety of missions. During the Cold War, emphasis was placed 
primarily on Anti-Submarine Warfare (ASW), but attack subs, or SSNs, are also capable of 
performing intelligence gathering missions, launching Tomahawk cruise missiles, mining coastal 
areas, anti-surface warfare, and insertion and extraction of spies and special forces. 

The Navy's fleet of attack submarines consists of approximately 56 Los Angeles class (also 
known as LA-class and 688-class) submarines, and 27 Sturgeon class (637-class) submarines. 
Two single-ship classes of submarines are also active. 

Background--The Los Angeles Class Submarine 

A total of 62 LA-class submarines have been procured by the Navy. Of these, four have yet to be 
delivered, and two have been inactivated. The first 3 1 submarines were built with nuclear cores 
which needed replacement after roughly 15 years. Since the LA-class was intended to have a 
service life of 30 years, this meant that the first 3 1 submai-ines would require a refueling 
overhaul (abbreviated ERO by the Navy). The second flight of submarines were built with cores 
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which had a core-life comparable to the 30-year service I ife. In other words, the second flight of 
submarines did not require refueling. 

A submarine refueling is perhaps the most demanding (it1 terms of skill and time) evolution 
performed in the naval shipyards. Notional duration for the refueling of a 688-class submarine is 
approximately 1,400 direct labor man years. The first 688 was commissioned in 1976, based on a 
late-1960s design. Because the first flight of 688's were c:ommissioned at rates approaching 4 
submarines per year, large numbers of the submarines were scheduled for refueling beginning in 
middle 1990's, and this "bow-wave" required the naval shipyards to retain the capacity to 
complete the task. 

In the early 90's, after the demise of the Soviet Union, the Joint Chiefs of Staff began studying 
options for decreasing the numbers of attack submarines in the fleet. One proposal, dubbed JCS- 
1, called for defueling (vice refueling) nine 688's. (A defueling requires 112 to 113 the level of 
effort required for a refueling.) The JCS- I scenario resulled in a 15% decrease in the necessary 
capacity required in the latter 1990's' when compared to the Bush-Cheney Base Force. 

The Current Debate 

The testimonies of Ms. Slatkin. GAO. and Mr. Ron O'Kcurke !Con_~ressional Research Servic4 
deal with several issues. the primary of which boils dowg to whether and when the Navy should 
procure the New Attack Submarine (NSSN). Secondaryissues discuss whether the Navy truly 
needs two nuclear-capable shipbuilders and funding fora third Seawolf-class submarine (SSN- 
ZL 

It now appears that Congress is no lon~er  debating whether to build the NSSN. but rather who 
will build it. and how the builder will be determined. Based on this observation: Staff believes 
$hat construction will start in FY 98. thouph it could be pushed a year later if Newport News is 
-I 

Food for Thought: The Private shipyard$ 

Both Electric Boat and Newport News Shipbuildin have performed maintenance on nuclear 
hat shipbuilders wwld rather build than repair. but give submarines. It is nenerallv accepted t n 

the bleak outlook for shipbuilding in the United States. it is very likely that both yards would 
welcome additional work. In general. new construction &bes not require the same facilities as 
maintenance. Furthermore. as stated in Ms. Slatkin's teshnonv (0.10). submarine overhaul does 
not require the same skill mix demanded by new constr~~tion. This is important because it 
means that the capacity to build new submarines is relatkely independent of the capacity to 
overhaul submarines. 

In a broad sense. public and private shipyards are in competition for the declinin~ nuclear 
workload. Furthermore, the private yards are largely fundcd by the American Taxpayer. (Electric 
Boat's workload is 100% government. and Newport New'  workload is probablv around 90% 
government.) Thus. t ak in~ a (very) broad perspective. UE could state that the Navy is supporting 
six nuclear capable shipyards--four public and two privqe, 

I ause we are drscuss~ne nuclear shipwork. I have restricted discussion of the private yards to those currently 
sapable of performing nuclear work: Newport News Shipbuildine a d  Electric Boat. 
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About the Attachments 

If you are pressed for time, I have included a synopsis ofthe readings: however, I would 
recommend reading the Congressional Research Service (CRS) testimony by Ron O'Rourke. 
Ron has taken more of a middle-ground approach to the procurement issue. Ms. Slatkin's 
testimony stakes out the Navy's position, which boiled down is, "Build the New Attack 
Submarine." The GAO testimony outlines several lower-,cost procurement strategies that the 
Navy could pursue. I highly recommend reading the "Background" portion of the GAO 
testimony, if nothing else. 

A Few Notes 

The New Attack Submarine has also been known as the !seawolf follow-on, and the Centurion. 

We have obtained or will soon obtain all of the references in the GAO testimony. 

Staff has requested a classified briefing on attack subma1,ine missions, the threat, and the Navy's 
perspective regarding procurement and budget limitations. It has been requested for the morning 
of 18 April, and will probably be held in our spaces. The Defense Intelligence Agency has also 
agreed to give us a threat brief following the SSN brief. 

On page 3 of the CRS report, note that "requirements for an attack submarine force of more than 
about 45 boats are driven primarily by peacetime deploy~nent considerations." (Emphasis 
added.) 

Pages 6-8 of the GAO testimony discuss the proposal to extend the lives of nine 688s. During the 
hearing, Admiral Bruce DeMars, who is in charge of Naval Reactors, opposes the extension and 
noted that a study to determine whether a service-life extc:nsion is feasible would take many 
years. 

Page 10 of Ms. Slatkin's testimony briefly touches on the broad issue of industrial skill 
preservation. In particular, she discusses the disadvantages of overhauling submarines vice 
building new ones. This issue will probably crop up again. 

Just to put thinps in ~erspective, the Navy's COBRA analyses indicate that the 20-year net 
present value is approximately $2.0 billion per shipyard closed. This would almost pay for one 
Seawolf-class submarine. or would Day for a little mored~an one NSSN, 
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Capacity 
Background 

Physical constraints 
- graving docks--number & size, dock 

maintenance, setting blocks 

T v ~ e  J I of work--vou J can't P U ~  I as manv 
J 

workers on a boat as on a ship 
- subsafe procedures, nuclear work 

Efficiency curves 



Capacity 
Navy Analysis 

Measured in thousands of direct labor man 
(work) years--DLMYs 
Based on 8-hour shift, 5-day week 
- shipyards generally work at least 2 shifts 

Predicted Capacity =Predicted Use 
- Annual budgeted (scheduled) workload 2001 
- Selected year is FY 2001 



Navy Capacity (cont.) 

Maximum capacity--No surplus remaining 
- projected workload remains as assigned 
- max hiring, max training, max equipment 
- no major MILCON not programmed 
- no significant increase in overhead/rates 
- must meet current commitments 

Maximum capacity somewhat theoretical 
Excess Capacity = Maximum - Predicted 



Navy Capacity (cont.) 

Nuclear vs. Non-Nuclear 

Separated to ensure retention of sufficient 
nuclear capacity 
All work performed on nuclear ships 
classified as nuclear 
Some work performed on nuclear ships does 
not require nuclear-trained personnel 

DON data show current recommendation 
retains 37% excess nuclear capacity 



Capacity 
JCSG Analysis 

Measured in direct labor man hours--DLMHs 
Based on 8-hour shift, 5-day week 
Capacities measured by commodity groups 
- Sea Systems--Ships and Weapons - 

- Very High-Level 

Based on Core calculations (DoD 4151.15H) 
- projected workload remains as assigned 

Core # Predicted Capacity 



Capacity 
Other Measures--Core 

Measured in direct labor man hours--DLMHs 
Title 10 Core Logistics Function 
Organic capability to meet readiness & 
sustainability requirements of JCS Scenarios 
- Minimum facilities, equipment, skilled personnel 
- driven by risk avoidance and cost control 

Adjustments for surge capacity, battle- 
damage, reconstitution 
Core + Predicted Capacity 



Capacity 
Other Measures--Drydock Utilization 

Measured in percent occupied 
Accounts for major limiting physical factor 
Some time required for maintenance of dock, 
placing of blocks, etc. 
Historical utilization has been below 80% 









SHIPYARD ISSUES 

Capacity 
Attack Submarines 

Private Yards & Nuclear Work 



Private Sector 
Nuclear-Capable Yards 

Newport News Shipyard 
- new construction of submarines and surface ships 

(CVNs) 
- refueling of CVNs; refueled submarines c. 1980 

Electric Boat 
- new construction of submarines only 
- used to refuel submarines (c. 1973) 

EB and NNS can each build up to 3 
submarines per year. Maintenance capacity 
unknown. 
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Naval Shipyard Drydocks: 
SSN-688 Refbeling Capabilities 

* 
Does not include carrier drydocks 

Pearl Harbor 4 0 1 
(in progress) 
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MAINE 

Portsmouth Naval Shipyard 

1. What work will the shipyard be performing now that the LOS ANGELES-class 
(SSN-688 class) submarine refueling scheduled for FY 97 has been pushed to 
FY 98? Where did that work come from? (I.(:. was the work simply shifted 
from one under-worked shipyard to another?) 

2. Given the recent extension in the 688-class maintenance cycle and the 
declining numbers of attack submarines, what work will the shipyard perform 
after the 688 refuelings are complete in 20021? 

Commissioner Background: 688-class maintenance cycle was 
increased this spring from 90 to 120 months, primarily due to financial 
considerations. Currently, about 82 attack submarines are in the fleet; by 
2002, the number will be roughly 5 1. 

3. How much of the shipyard's work is performed at remote locations (i.e. New 
London, Pearl Harbor, San Diego, Kings Bay)? 

4. What are the Navy's fixed costs to run the shipyard for a year? 

5. What impact would the closure of Portsmouth Naval Shipyard have on the 
Navy's plans to refuel 688-class submarines'? 

6. Is the Navy currently planning to refuel any of the 688-class submarines at 
private shipyards? Could a private shipyard (lo the work? 

7. The Commission has heard some discussion regarding the Net Operating 
Results for Portsmouth Naval Shipyard. Results for the past several years have 
been tens of thousands of dollars in the neg,titive. How do you explain these 
results? 



8. Admiral Boorda: you were quoted in a May 4 interview as saying the 
following. 

"If you look at our planning for modernization in the [future] there is a 
mountain of requirements. If-and these are big ifs-we realize all the 
savings from base closings, if we are allowed to keep all the savings from 
downsizing, we could probably climb that mountain. [However], the budget 
five years from now never comes true. If it is smaller, we have a real 
modernization problem." 

Are you concerned that the savings the Navy is projecting from the 1995 base 
closures will not come true? Wouldn't one way to ensure that you have money for 
modernization be to further reduce your infrastructure? 



Questions for SECNIAVICNO 

Mr. Secretary, in responding to a Commission request in June of 1993, the Acting 
Chairman of the Navy's Base Structure Evaluation Committee (BSEC), Mr. 
Charles Nemfakos, stated, "The capability and commitment of the private 
shipyards to maintain the skills and facilities necessary to accomplish increasingly 
complex workload, is unproved. Principal dependency on the private sector to 
accomplish this workload and to respond to unplanned, emergent and urgent repair 
puts Fleet readiness at risk." Is most of the shipwork currently being performed at 
Long Beach Naval Shipyard going to be perfomled in at other naval shipyards? 

If private shipyards will be receiving most of the work, how did you 
evaluate their capacity? Were these data certified? 
In final deliberations of the '93 Commission, considerable concern was 
raised regarding the financial stability of the San Diego ship-repair 
industry. Have you been able to resolve this issue to your satisfaction? 
[If data not certified] If so, how did you do so without receiving 
certified data? 

Secretary Dalton, with the closure of the Navy's midwestern industrial capabilities 
at Louisville, and the depot at Long Beach, it would appear that your service is 
seeking to reduce infrastructure capital at the expense of political capital. Would 
you comment on this in light of the Air Force's actions (or inactions) with regard 
to its depots? 

Secretary Dalton, the minutes from the BSEC deliberations of 9 February 1993 
state that the BSEC was "concerned that there was insufficient capacity on the 
West Coast for drydocking carriers and other large ships. Accordingly, they 
agreed not to consider Long Beach Naval Shipyiud ...." Mr. Secretary, what has 
changed such that you are now recommending that shipyard for closure? 

Admiral Boorda, at one time, the Navy intended to perform all CVN Regular 
Overhauls at Newport News Shipbuilding, a private shipyard. What impact does 
that have on the future workload for Puget Sounld Naval Shipyard? 

Admiral Boorda, the Navy's detailed analysis states that Portsmouth Naval 
Shipyard was removed from consideration due to the possibility that the Navy 
may need to refuel more 688-class submarines while awaiting delivery of 



SEAWOLF. It is our understanding that only tht: first 3 1 require refueling, and of 
these, three either have been or are being refueled. With the Navy is headed for a 
50-ship attack fleet, do the other nuclear shipyards not have the capacity to refuel 
16 submarines? 

Secretary Dalton, where does the Navy stand with regard to the Congressionally- 
mandated 60-40 split? 

How will closure of Long Beach affect this? 

Secretarv Dalton, as you have probably heard by now, the Commission has taken 
considerable interest in the statement [on page i L of Volume IV] regarding 
exemption of California from closures due to economic impacts. Your concern 
over eliminating additional civilian jobs in a region previously hit hard by base 
closures precluded you from closing the Fleet lrtdustrial Supply Center (FISC) in 
Oakland, yet you recommended FISC Charleston for closure. Why aren't you 
giving Charleston the same breaks as the Bay Area? [NOTE: we're only talking 
about 8 direct jobs; so, this question is mostly t c ~  make the South Carolina 
delegation happy.] 

Secretarv Dalton, the Navy appears to have made an attempt to consolidate 
industrial functions at the shipyards, presumably in an attempt to reduce overhead 
and increase workload at the shipyards. We hrtlner presume that you were 
partially motivated to do so due to the increasing scarcity of graving docks. Unlike 
ships, which obviously must be repaired on the coast, other military hardware can 
be maintained almost anywhere, including a shipyard. Did you consider moving 
work from Barstow Marine Corps Logistics Base to Long Beach? 



PNSY FY-97 Work;load 

Due to fiscal and force structure reductions, a SSN-688 refueling overhaul scheduled for FY-97 
was pushed to FY-98. The resulting decrease in workload at PNSY was adjusted by the most 
recent scheduling conference by adding numerous Selected Restricted Availabilities (SRAs), 
which are usually performed off-yard. The movement of' work into the yard is an attempt to bring 
it back to an efficient workload. Staff does not know fro:n which yards the work was moved. 

FY 96 
AGSS-555 RAV 
SSN-647 DSRA 
SSN-674 DSRA 
NR-1 RAV 

FY 97 
SSN-705 DSRA 
SSN-764 DSRA 
SSN-7 13 DSRA 
SSN-754 DSRA 
SSN,-75 1 DSRA 
ARIThl-4 SCO 

DSRA:Docking Selected Restricted Availability = -90 clirect labor manyears 
RAV: Restricted Availability = -28 direct labor manyeius 
SCO: Service Craft Overhaul = -200 direct labor manyears 



Portsmouth NSY Drydocks 

#2: SSN 688 ERO or defueling 
#3: SSN 688 defueling 

Norfolk NSY Drydocks 

#2: SSN 688 defueling 
#3: Nuclear capable, not refuelingldefueling configured 
#4: SSN 688 ERO or defueling 

m e t  Sound NSY Drydocks 

#2: Nuclear capable, not refuelingldefueling configured 
#5: SSN 688 defueling 

Pearl Harbor NSY Drydocks 

#1: Being configured for SSN 688 EROIdefueling 
#2: Nuclear capable, not refuelingldefueling configured 



WORKING PAPERS 

Analysis Notes 

1. TRF Kings Bay is sked to work on 7 688s per year fiom 94-97. (8840,9360,8528,9048) 
What kind of work? 

2. Why isn't TRF work listed beyond FY-97? Verify yt:llow bk. 
3. SRF Yokosuka--does government of Japan subsidze'? 

WORKING PAPERS 



Air Force: 

When Hill implemented the Navy FA-18 work, how many personnel migrated from North 
Island? 

(If answer is "few" or "none") So, what I'm hearing is that Hill required no significant 
transfers of personnel to work on an aircraft type they had never worked on before? 

Navy: 

General Klugh, in both alternatives one and two, specific workload transfers are identified 
for each commodity group except for sea systems. In that case, the alternative states, 
"Consolidate as possible within the Department of the Navy." Why was the sea systems 
commodity area proposal not specific concerning wol-kload distribution? How did the Navy 
respond to these instructions? 

General Klugh, JCSG alternative two proposes the closure of Long Beach and either Pearl 
Harbor or Portsmouth. Did the JCSG view the latter two shipyards as equivalent in terms 
of capability as well as capacity? 

General Klugh, the COBRA for scenario JCSG alternative one indicates that virtually all 
of Portsmouth's workload can be moved to Norfolk for a cost of $100 million. This implies 
that the current and predicted shipyard workload does not justify keeping Portsmouth. 
Please comment. 

Mr. Nemfakos, the Navy says that "continuing decrea~ses in force structure eliminate the 
need to retain the capacity to drydock large naval vessels for emergent requirements." How 
many large-decked ships (CV, CVN, LHA & LHD) aire in the Pacific Fleet now? How many 
are expected to be in the Pacific Fleet in 2001? 

Mr. Nemfakos, currently, the Navy is facilitating Norfolk, Pearl Harbor, and Puget Sound 
Naval Shipyards for refueling 688-class submarines. ]How many 688's are slated to be 
refuelled? At which yards? How much is it costing to facilitate Pearl Harbor to perform 
these refuellings, including training and milcon? 

Mr  Nemfakos, regarding the Naval Surface Warfare Center detachment at Louisville, why 
didn't the Navy examine the possibility of closing the Naval Industrial Reserve Ordnance 
Plant at Mineapolis? 

Mr. Nemfakos, when did you first hear of the propos;rl to privatize the facility a t  
Louisville? What did you think about it? Did the prolposed reuse plan affect the BSEC's 
decision to place Louisville on the list? Did you consicler the plan when writing the 
language to close Louisville? 



1. Capacity datacall instructions state that maximum potential capacity should not result in a 
"significant increase in overhead costhates.. .." Please explain what qualifies as a significant 
increase. 

2. Can maximum potential capacity actually be achieved without adding another shift? If so, 
how? If not, what are the primary contributing factors? 

3. Given the constraints placed on the shipyards, particularly the overhead costlrate constraint 
mentioned in question 1, it would appear that, in calculating maximum potential capacity, the 
shipyards were forced to operate at a level of inefficic:ncy equal to their current level of 
inefficiency. In other words, looking at the attached efficiency curve, a yard currently 
operating at point A on the curve would, in calculal.ing maximum potential capacity, be 
forced to point B on the curve. Please comment. 

4. Staff understands that CNA has performed a classified Cost and Operational Effectiveness 
Analysis for the New Attack Submarine. We would like to review the analysis. 



Please provide the following information to the Base Closure and Realignment Commission: 

Drydock loading schedules for each of the shipyards and the SRF; 

Projected refueling schedules for SSN-688's; 

Projected decommissioning schedule for SSN-688's; 

A briefing (up to TSISCI level, but preferably Secret) on attack submarine construction, 
maintenance, and refueling issues, to include the possibility of extending the lives of the LA- 
class; Hill staffers have referred in particular to "The Bookends Brief' and "The Bear 
Swims." 

Copies of any work by ASNRDA office regarding flexibility of nuclear maintenance.; 

Copies of the following: 

1. RAND Study: US Submarine Productior~ Study by John Birkler. (I believe that the 
document number for this is MR-456-O!iD. 

2. CNA Study: Downsizing of Defense Industrial Base & Implications for US 
Shipbuilding by Leeland. 

3. CRS Study on Navy Attack Sub Programs FEB 95 by Ronald G'Rourke for 
Congress. 

A copy of the Report of Naval Shipyard Core, dated 26 January, 1994, or more recent copies 
if available; 

A copy of4151.18H; 

Number of Direct Labor Man-Hours and Days in a Direct Labor Man-Year; 

In addition, please provide answers to the following questions. 

How did NAVSEA determine private-sector shipyard rates, and how were these certified? 

A letter received from Senator Cohen's office indicates that Norfolk does not have a shore- 
based IMA. Based on past experience, and BSA1' data calls, this statement appears to be 
erroneous. Is it possible that SIMA Norfolk is less than fully-capable of working on nuclear 
submarines? Does the Regional Maintenance C'oncept address this issue? 

The 1993 capacity calculations indicated that Puget Sound had approximately 20% more 
capacity than Norfolk. The 1995 calculations indicate that Puget Sound has approximately 
20% less capacity than Norfolk. Please comment. 

What constraints are imposed upon shipyards when calculating maximum potential capacity? 
Can they hire more people? Can they purchase new capital equipment? Is programmed 
MILCON assumed to be completed on schedule? 

Potential shipyard capacity varies from year-to-year. Why? 

How does a yard estimate how many workers it will have in 2001? 

We are still awaiting a response to the questions regarding where the Navy, as a Department, 
stand vis-a-vis the 60-40 split; 



Capacity Analysis 

There are numerous different methods by which depot capacity and excess capacity can be 
measured. In the 1995 round of base closure, as in the 1!993 round, the Department of the Navy 
(DON) has chosen to measure excess capacity in the s11i:pyards by first calculating predicted 
capacity, then maxinium potential capacity, and subtracting the former from the latter. The 
DBCRC Navy Team has chose to present calculations based on the DON method because that 
was the method by which Long Beach Naval Shipyard was selected by the DON for closure. 

Because predicted capacity (synonymous with "predicted workload") is generally higher than 
core capacity, calculations based on core workload usually generate higher excess capacity 
figures than calculations based on predicted capacity. In the case of the shipyards, excess nuclear 
capacity based on core is approximately two percent higher than the number generated by the 
Navy's process. 

DON maximum potential capacity is based on the maxirnum workload that can be performed in 
the shipyard, with no surplus remaining to perform addiiional work. The following constraints 
apply: projected workload remains as assigned; maximum hiring, training, and equipment 
efficienciencies are justified; no major unplanned milcon; no significant increase in overhead or 
rates, and current cornrnittments must be met. 

DON predicted capacity is predicted use, or annual budget workload. 



Questions for SSN Briefing 

What are the standing intelligence requirements for SSNs? 
How many SSNs are required by the CINCs and current DON policy? 
How many SSNs are desired by the CINCs? 
What is the depth capability of the LA class? 
What is the depth capability of the AKULA class? 



Page 1 



1 Present 

OpenlClose Non-Nuke Total Nuke Non-Nu ke 
Long Beach 1 0 2.696 2.696 0 2.696 - 
Portsmouth I 1 I 3.686 1 0.378 

Puget Sound 
Pearl Harbor 
Total 

1 1 I I 

Excess 7.36 4.32 / 11.68t- I 7.36 1 4.32 1 

4.06y-I. 
8.016 Norfolk 

CORE 2001 

I I 1 

% Excess 1 43% 47% / 44% f-- 43% / 47% 1 

1 I 4.965 1 3.051 
1 
1 

3.686 
4.965 

9.759 4.852 

I Y C l o s i n g :  Long Beach & Portsmouth 

0.378 / 
3.051 1 

5.313 
3.155 

17.119 

Total Excess 

14.611 1 9.759 

11.68, 
+- 

80% 1 I 

2.202 
0.845 
9.172 

4.852 

Long Beach 
Portsmouth 

7 . 5 1 f [ - - L  
3.155 0.845 

26.291 17.119 9.172 

I 
Excess I 7.36 4.32 3.674 1.246 
% Excess 43% 47% 44% 27% 20% - 

Norfolk 1 
Puget Sound 1 
Pearl Harbor 1 

1 I 

1 
- 

- -  2 

3.051 
2.202 
0.845 

4.965 
5.31 3 
3.155 

CORE 2001 i 9.7591 4.852 1 14.61 1 

age 2 

Nuke 
0 
0 

OpenIClose 
0 
0 

3.155 0.845 

9.759 1 4.852 1 

Total Excess 
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Non-Nuke 
0 
0 

-26.291- 13.433 6.098 Total 

0 
3.686 

17.119 

4.92 
34% 

--A 

Non-Nuke 
2.696 
0.378 

Total 
2.696 
4.064 

- 

-- 



age 3 

I 1 I I I I --- 
Excess 7.36 1 4.32 1 11.68 7.361 1.624 / 1 
CORE 2001 ' 

I I ---- I I I I% Excess 43% ~ 47% 1 44% I 43% 1 25% 1 I 
Total Excess 8.984 

61% !-t- 

9.759 

_ A d  1 EXCESS CAPACITY 
4 c l o s i n g :  Long Beach & Pearl Harbor 1 1  

I 

1 I 
4.8521 14.61 1 I 9.759 

I 
- - 

T I1 
l ~ ~ e n / ~ l o s e  I I Nuke / Non-Nuke / 

4.852 

I I I I - - -  

Lona Beach 1 0 1 0 1 2.696 / 2.696tP- 0 1 0 1 - I I I I I I 

Portsmouth I I 3.686 1 0.3781 4*-- 3.686 / 0.378 / 
-- - I I I 

N O ~ O I ~  I I I 4.965 I 3.051 i 8.016t 4.965 I 3.051 I 
Puget Sound 1 5.3131 2.202 7.515 5.313 2.202 
Pearl Harbor 0 3.1551 0.845 0 0 
Total 17.119] 9.172 26.291 13.964 5.631 

CORE 2001 1 9.759 1 4.8521 14.61 f 1- 9.759 / 4.852 1 

Excess 7.36 11.68 4.205 0.779 
% Excess 43% 47% 44% 30% 14% 

-- - 
Total Excess 4.984 

- - 

34% - 
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Excess Shipyard Capacity 
in Various Closure Scenarios 
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Pres 
LB+P 
LB 
LB+PH .- 

7.36 
3.674 

7.36 
4.205 

4.32 
1.246 
1.624 
0.779 



NNSY absorbtion of PNSY work, by workpackage type 

j mSSN DSRA 

ClSSN DMP 

i nNUKE OPW i 
I 

q NON-NUKE OPW 

l RA/TA (nuke) 

Capacity Comparison PNSY vs NNSY Page 1 



1995 1996 1997 1998 1999 2000 2001 
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Chart2 

Portsmouth Scheduled Workload 

1 m RNTA 

NON-NUKE OPW/ i 
1 i OSSN ONUKE DMP OPW i 
I -CIe., --"a I 
1 D 3 3 1 Y  U 3 W  

EROIEOH 

q SSN INAC 
... .~ I 
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1997 1998 
SSN INAC 0.24 0.278 0.206 0.833 0.048 0.555 
EROIEOH 0.494 0.896 0.926 3.551 

I I I I I 

~SSN DSRA 0.406 / 1.081 0.81 1 0 1 
~SSN DMP 

I 1 1 I I 

0 / 0.582 / 0.582 / 0.392 / 1.1641 

~SSN INAC 
I , 

0.038 0.627 1 -0.002 0.507 1.474 / I 

NON-NUKE OPW 0.35 I 1 .671 0.341 p~ii -- 0.331 

EROIEOH 
SSN DSRA 
SSN DMP 
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RAITA (nuke) 0.039 0.214) 0.039 0.216 0.039 
SUM I 1.6 5.067 1 1.616 8.737 1.633 

NUKE OPW 
NON-NUKE OPW 
M A  (nuke) 

1.454 
0.222 
5.072 

0.631 1.076 0.291 
0.77 1.756 1.621 

0.545 0.772 1.537 

0.402 ' 2.625 

0.275 
1.321 
0.175 

0.331 

0.674 
0.582 

0.267 
0.039 
1.559 

1.151 
1.164 
0.261 
1.116 
0.177 

0.207 
5.8 

0.189 
1.123 -0.064 -0.165 
0.183i 0.168 
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Excess Total Capacity: 
Long Beach, Portsmouth & Guam Close 

i I 
I Ed Required ; i--_.- 

Navy DBCRC 



I EXCESS CAPACITY 

Present I- 
- 

OpenlClose Nuke Non-Nuke Total Nuke Non-Nuke 
Long Beach 1 0 2.696 2.696 0 2.696 

- 

'~ortsmouth 1 3.686 0.378 4.064- 3.686 0.378 
Norfolk 1 4.965 3.051 8.013- 4.965 3.051 
Puget Sound 1 4.333 1.887 6.22 - 4.333 1.887 -- 
' ~ e a r l  Harbor 1 3.01 0.99 4 3.01 0.99 
SRF Guam 1 0 0.45 
Total 15.994 9.452 15.994 9.452 

I I I I -- I I 

Predicted 2001 10 1 7.98 1 17.98 101 7.98 

Excess 5.994 1.472 -- 5.994 1.472 
% Excess 37% 16% 37% 16% 

7.466 -F 29% -- 

Total Excess 7.466 
29% 

I -- - - 

EXCESS CAPACITY 
Closing: Long B e a c h ,  Guam & Por1:smouth 

-- 

OpenlClose Nuke Non-Nuke Total Non-Nuke 
Lona Beach 0 0 2.696 2.696 

- 
- -- 

Portsmouth 0 3.686 0.378 4.064 0 0 
Norfolk 1 4.965 3.051 8.016 4.965 3.051 

I 

Puget Sound 1 4.333 1.887 4.333 1.887 
Pearl Harbor 1 3.01 0.99 
SRF Guam 0 0 0.45 0.45 
Total 15.994 9.452 25.446 12.308 5.928 

- 

I I -- I I 

Predicted 2001 101 7.98 1 17.98 101 7.98 

I Excess 5.994 1.472 7.466 
% Excess 37% 16% 29% 19% -35% 

Total Excess 0.256 - 

1% --- 

Page 1 



Closing: Long Beach & Guam 1- 
OpenlClose Nuke Non-Nuke Total Nuke Non-Nuke 

Long Beach 0 0 2.696 0 0 
Portsmouth 1 3.686 0.378 3.686 0.378 
'~or fo lk  1 4.965 3.051 4.965 3.051 
Puaet Sound 1 4.333 1.887 6.22 4.333 1.887 

- 
- 

Pearl Harbor 1 3.01 3.01 0.99 
SRF Guam 0 0 0.45 0 0 
Total 15.994 1 9.452 25.444- +- 15.994 1 6.306 

I I I I I 

predicted 2001 101 7.981 17.98 101 7.98 
I 

Excess 5.994 1.472 7.466 
% Excess 37% i 16% 37% -27% 

I 

Total Excess 4.32 
' -i-- 

--- 
19% 

EXCESS CAPACITY L L d - - -  
[closing: Portsmouth & Pearl Harbo~ 
OpenlClose I Nuke INon-Nuke1 Total Non-Nuke 

Long Beach 1 I 0 1 2.696 1 2.696 2.696 
~o&rnouth ' 0 3.686 0.378 4.064 0 0 
Norfolk 1 4.965 3.051 8.016 

6.2$- 4.965 3.051 Puget Sound 1 4.333 1.887 4.333 1.887 
Pearl Harbor 0 3.01 0.99 0 0 -- 
SRF Guam 1 0 0.45 0.45 0 0.45 
Total 15.994 9.452 25x6-- 9.298 8.084 

Predicted 2001 10 7.98 17.98{-- - 

I I 

Total Excess 1 -0.5981 t - - v  
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Excess Capacity by Coast 

/ WEST Nuclear 1 
I 1 WEST Non-Nuclear 1 

i EAST Nuclear 
I 
I 

i 
E A S T  Non-Nuclear 1 
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-1 EXCESS CAPACITY w 
c l o s i n g :  Long Beach, Guam & Portsmouth 

.- 
OpenlClose Nuke Non-Nuke Total 

Long Beach 0 0 2.696 2.696 
Puget Sound 1 4.333 1.887 6.22 
Pearl Harbor 1 3.01 0.99 4 

I I I I 

West Coast I 7.343 1 5.573 / 12.91-d- 7.3431 2.8771 I 
1 I 

Portsmouth 1 0 1 3.686 1 0.378 0 0 
Norfolk 1 I 4.965 1 3.051 4.965 3.051 

Total I / 15.9941 9.4521 25.4461 I I I I 

East Coast 
SRF Guam 

8.651 1 3.429 1 12.08 j- 4.9651 3.051 1 

Predicted 2001, West 
Predicted 2001, East 

I 1 

% Excess, West 31 % 19% 31 % -56% 
% Excess, East 43% 10% 34% -2% 

0 1 0 1 0.45 1 0.45 1- 0 1 0 1 

5.1 
4.9 

Excess, West 2.243 1.073'- -- 2.243 
0.065 Excess. East 1 

I 

Predicted 2001, West 
Predicted 2001, East 

4.5 
3.1 

-1.623 
-0.049 

Excess, West 
Excess. East 1 

Shipyard Capacity Calculations By Coast 

3.751 

5.1 
4.9 

% Excess, West 
% Excess, East 
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4- 
?I;- 

0.329 4.08 

2.243 
3.751 

4.5 
3.1 

31 % 
43% 

5.1 
4.9 

1.073 ( 
0.329 1 4 .081 

4.5 
3.1 

5.1 
4.9 

I 

4.5 
3.1 

-0.767 
0.065 

19% 
10% 

0.083 
-0.049 

-1 8% 
34% -2% 



I I - .  __1--- 1 EXCESS CAPACITY 
-1 closing: Portsmouth & Guam 

- 
7- H I 

I 
- - - - - 

Pearl Harbor 1 1 3.01 0.99 3.01 0.99 
West Coast 1 7.343 7.343 5.573 
Portsmouth 0 3.686 0.378 0 0 
Norfolk 1 4.965 3.051 4.965 3.051 
East Coast 8.651 3.429 4.965 3.051 
ppp 

SRF Guam 0 0 0.45 0 0 

Predicted 2001, West 5.1 I 4.5 
-- 

Predicted 2001, East 4.9 1 3.1 
I 

I 

I 
Excess, West 2.243, 1.073 3.316 - 2.243 1.073 
Excess, East 1 3.751 1 0.329 4.08 0.065 -0.049 

Nuke 
0 

4.333 
Long Beach 
Puaet Sound 

I 

% Excess, West 31 % 19% 
% Excess, East 43% 10% 1% -2 % 

I 

OpenlClose 
1 
1 

I !-.. I 

I h ~ h i s  tablesummarizes data for the above scenarios. s c e n a r i o s  x'c--~ 

Non-Nuke 
2.696 
1.887 

I b H b e  updated, but all numbers will adjust based on inputs to above scenarios. H 

Shipyard Capacity Calculations By Coast 

Total 3' 2.696 
6.22 
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Present Close: Close: Close: Close: 
(Prior to BRAC) Long Beach Long Beach Portsmouth Portsmouth 

Guam Portsmouth Pearl Harbor Guam 
(DoD Proposal) Guam 

Excess Shipyard Capacity FY 2001 
in Various Scenarios 

No exc 
capaci 





1Thi.s sheet contains the Lavy certifikci data on ?rhI 

I I Predicted 2001, west 5.1 4.5 
I Predicted 2001. East 

1 073 
0.329 

I 

Excess, west 1 2.243 

4.9 

Excess, East 

3.1 

3.751 
- -  I 









1-1 P r e s e n t  M 

~ortsmouth j I 
Norfolk - 1 1 

I I 1 E X C ~ S S  I 
J -  

1 %  L- Excess 1 

L i i e a c h  1 

1-1 EXCESS C A P A C I T Y  --I 

Nuke 
0 

/Openl~lose I Nuke I Non-Nuke 
I I 0 1  2.696 

1-Hclosing: Long Beach, Guam & P o r t s m o u t h  -+ 

N Total 
2.696 

I ~ p e n l ~ l o s e  I Nuke I Non-~uke I Total / 1 ~ u k e  1 N 
Long Beach 
Portsmouth 1 
Norfolk 1 4.965 3.051 8.016 4.965 

2.696 
4.064 

0 
0 

0 
0 -- 

0 
3.686 

2.696 
0.378 





.-'closing: L o n g  B e a c h  & Guam m 

I I I I I - .  - - - 
I 

Norfolk 1 I 4.9651 3.051 1 8.0161 4.9651 1 
Long Beach 
Portsmouth 

I I I . -- 
I I I 

Puget Sound I 1 I 4.333 1 1.887 1 6.221 4.3331 1 
pearl Harbor / I I I I I I 

1 I 3.01 1 0.99 1 4 1 3.01 1 1 

I 

Nuke 
0 

3 686 

OpenlClose 
0 
1 

SRF Guam 
Total 

Excess 6.235 4.6 10.835 6.235 
% Excess 39% 49% 43% 39% 

I 1- I 

N 

CORE 2001 

1-1 EXCESS C A P A C I T Y  &--+I 

Nuke 
0 

3.686 

0 

1-1 closing:  Portsmouth & P e a r l  H a r b o r  1-1 

9.759 

Non-Nuke 
2.696 
0.378 

0 
15.994 

Total 
2.696 
4.064 

4.852 

Total 

I I I I I I 

Excess 6.235 1 4.61 10.8351 
.-a I I .. I / t w o  &' I 

0.45 
9.452 

CORE 2001 

14.611 

15.994 

0.45 
25.446 

9.759 

9.759 

0 
15.994 

9.452 

4.852 

25.446 9.298 

14.611 9.759 





CORE.XLS 
- 

Long Beach 
Portsmouth 
Norfolk 
Puget Sound 
Pearl Harbor 
SRF Guam 
Total 

CORE 2001 

Excess 

N 

EXCESS CAPACITY 
Closing: Portsmouth & Guam 

% Excess 21 % 

-- 

OpenlClose 
1 
0 
1 
1 
1 

- - 
0 

-- 

-- 

Total 
2.696 
4.064 
8.016 
6.22 

4 
0.45 

25.446 

9.759 

6.235 

- 

Nuke 
0 

3.686 
4.965 
4.333 

3.01 
0 

15.994 

Non-Nuke 
2.696 
0.378 
3.051 
1.887 
0.99 
0.45 

9.452 

- 

Nuke 
0 
0 

4.965 
4.333 

3.01 
0 

12.308 

4.852 

4.6 

14.611 

10.835 

9.759 

2.549 
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0 
0 --- 
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0 
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0.023 
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0.194 -- 
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0.213 
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0.06 

0.1 1 
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sco 
NonNuke l 
OPW 
RATA 
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0.018 0.404 
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L 

0 
0 

1.296 
0 

NonNuke 0.001 / 0.16 0.05 0.075 0.103 0 0 
NonNuke 0 0 0.001 0.112 0.028 0.109 0.319 
NonNuke 0.466 0.509 0.192 0.192 0.368 0.56 0.363 
NonNuke l 0 0 0.112 0.148 0.025 
OPW 0.98 0.949 0.894 1.013 0.968 0.932 
RATA 0.655 0.64 0.523 1.011 0.863 0.567 

-- 
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0 
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0 

- 
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0 
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- -  
NON-NUKE OPW 0.352 0.365 --- 

I RAITA 0.059 0.059 0.039 0.039C 0.039 0.039 0.039 
2.312 1.899 1.616 1.633 1.559 1.703 

- -  t I 
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EROIEOH 
SSN DSRA 
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1995 
0.258 
0.901 
0.645 

1996 
0.284 
0.945 
0.1 52 

-- 

1997 I 9:.:06 r y  0.24 0.002 0.048 0.192 
0.494 0.926 1.145 0.717 
0.4061 0.065 0.04 



-- I I I 
- 

1 RAITA (nuke) 0.039 1 0.214) 0.0391 0.2161 0.039 01 0.222 
SUM 1.6 5.072 1.559 5.8 

I 

Page 4 



Page 5 



I I I - _I_ 1 1: I = _ I - - -  

PNSY Predicted Workloiid 
-1 

1 
I 

. RAITA 

NON-NUKE OPW 

.NUKE OPW . ::L4 . EROIEOH 

.SSN INAC 

Page 6 



Page 7 



IMPACT ON THE MAINE/NEIV HAh4PSI-IIRE SEACOAST ECONOMY 
OF CLOSING PORTSMOUTH NAVAL SHIPYARD 

September 30, 1994 

JOHN K. McKEILYXN, JR., GOVERYOR 
STATE OF MAINE 

STEPHEN hlERRILL, GOVERNOR 
STATE OF NEW HAMPSHIRE 



THE STATE OF RUIA'E 

. j R. McKernan, Jr., Governor 

Lcphen J. Adarns, Director 
'7*-:2 Planning Office 

Laurie G. Lachance, State Economist 
State Planning Office 

1-P;lcBael Montagna 
C Planning Office 

PREPARED BY: 

TIXIS STATE OF NEW HAhWSHIRE 

Stephen Merrill. Governor 

W illiarn Bartlett, Commissioner 
F.esoilrces & Economic Development 

Nonnan Storrs, Director 
Division of Economic Development 

Jeffrey Taylor, Director 
Office of State Planning 



W A C T  ON THE MAINEINEW HkMPSHIRE SEACOAST ECONOMY 
OF CLOSING PORTSMOUTX NAVAL SHIPYARD 

TABLE OF C C h m  

PORTSMOUTH NAVAL SHIPYARD IN THE REGIONAL ECONOMY . . . . .  2 

. . . . . . . . . . . . . . . . . .  Economic Impact of Portsmouth Naval Shipyard 2 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Other Economic Impacts 4 

. . . . . . . . .  THE ECONOMIC CONTEXT: A WEAK SEACOAST ECONOMY 5 

. . . . . . . . . . . . . . . . . . . . . . . . . .  Severe RecessionJAnemic Recovery 5 

. . . . . . . . . . . . . . . . . . . . . . . . . .  Impact of Recent Defense Cutbacks 6 

ENVIRONMENTAL AND INFRASTRUCTURE ISSUES . . . . . . . . . . . . . . . .  7 

Environmental Considerations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Infrastructure Considerations 8 



INTRODUCTION 

During 1994 the Department of the Navy is conducting a review of naval military 
installations in conjunction with the Defense Base Closure and Realignment Act of 1990. 
The evaluation prepared by the Navy will provide a basis for reco~mmended base closures 
and realignments to be considered by the Secretary of Defense and the Base Closure 
Commission during 1995. 

In the interest of insuring a thorough and accurate assessment of Portsmouth Naval 
Shipyard, the States of New Hampshire and Maine have updated the analysis of the 
economic contribution of Portsmouth Naval Shipyard to the regional economy that was 
originally done in 1992. Estimates of economic impacts were developed with the use of 
the IMPLAN regional economic impact model developed by the U.S. Forest Service. 

It is clear from this analysis thzt the closure of Portsmouth Navzl Shipyard would 
deal a devastating blow to the Maine and New EIampshire economies from which they 
would not soon recover. Portsmouth Naval Shipyard is a critical component of the 
Seacoast economy, supporting 10,765 jobs and $595 million in income in the two States. 
The loss of the Shipyard would lead to a direct decline of 6% in the employment base 
of the three-county Seacoast region. 

W e  an essential element in our nation's defense, the Shpyard also serves as the 
essential support in a region recovering from a recent economic recession. The closure 
of Portsmouth Naval Shipyard would not only lez!d to the immediate loss of 5,900 jobs, 
but would significantly undermine the slow econclmic recovery currently talung place in 
the region. The recent recession cost the region 88,000 jobs from 1988 to 1992, and the 
closure of Pease Air Force Base and Loring Air Force Base has significantly dampened 
the recovery. 

Finally, serious environmental and infrastructure impacts \stould accompany the loss 
of the Shipyard. Closurc could raise the cost to the Federal Government for 
remediation of environmental hazards. These same conditions could significantly 
hinder meaningful civilian reuse of the facilit!?. 

Given the dramatic implications of a q l  drc:i!;ion regarding rhe future of Portsmouth 
Xaval Shpyard, it  behoo\.es the Departments of tlx Navy and Dsiense to give full and fair 
consideration to both economic and en-~,i;onrnenr21 impacts :n i s  Base Closure and 
Realignment deliberations The  ma!! sis ;.resenred here seeks r ?  ir?form rhose decisions, 
and Qhlight to the Deparments of Saiy  2nd Defense issues of ;??cia1 concern regarding 
Portsmouth Naval Ship~rard. 



PORTSMOUTH NAVAL SHIPYARD IN THE REGIONAL ECONOMY 

Portsmouth Naval Shipyard is among the largest employers in Maine and New 
Hampshire and the single largest employer in the seacoast region (York County, Maine 
and Rockingham and Stafford Counties in New Hampshire). It provided 5,942 federal 
civilian jobs and $241 million in direct salaries during 1993. Shipyard purchases of goods 

: - - -  & - * - l - J  cA7 2 -;ll;nn ;m tho r a m p  : ~ p z ! r ,  with_ $6 3 snent within hgaine dllU 3Cl V l L C >  L U L a l b u  jr-r I .-, AALLILIVAI "---- 
225 Xtr:' U~mpshire. S i x e  the mid-1970's capital improvements at the Shipyard have 
averaged $8 million per year. ' 

Estimates of direct and indirect emplcyment, income and population levels 
associated with the closure of the Shipyard were derived through the use of the IMPLAN 
regional modeling system. Closure impacts were based upon 199 1 - 1993 shipyard 
employment, payroll, purchases and consrruction expendimres noted above. The results 
of the IMPLAN analysis were combined with work force levels at the Shipyard to derive 
total employment and income losses. For the purposes of this analysis impacts were 
estimated for the MaineINew Hampshire econ~mic region and the Seacoast regional 
economy, defined here as York County, Maine and Rockingha and Stafford Ccucties, 
New Hampshire. 

TABLE :l 
ECONOhlIC CONTRIBUTION OF PORTShlOUTH NAVAL SHIPYARD: 1993 

MAn\TEIhlEMT KMPSHIRE REGION 

EMPLOYEE PROPERTY TOTAL STATE' 
IMPACTS EARNINGS INCOME' INCOME PROD1 JCT JOBS POPULATION 

DIRECT $240.85 $154.51 $395.36 $395.36 5,942 12,111 

TOTAL INDIRECT $9.89 $7.82 $1'7.71 $19.93 401 795 
PURCHASES Sj.14 S3.55 58.69 S11.28 20 1 3 99 
CONSTRUCTION ~ 3 . 7 5  9 . 2 6  S13.02 S8.65 200 396 

Dollar Figures reponed in r n i l l ~ o ~  
' i o ~ r c e  '\.(a;-ie Sa l e  Planninr OC'?ce. Es11rna:ts d?\? lo?rd u::h I.ZlP!_\N Mode! 

" Piopeny  Income = Di\ .~dends .  Inttresr. ;er:;~! !r:;>me. !rnpu!ed ren:a! :ncorr;: 2nd proprietors '  income. 
Sraie Produc: = Yet \ .due  of industnr ou!?~! Re?resent!: con~rihut inn ro G:css Stare Product.  

%~.~a:cr. Seacoast Sh:p\.aid .Assoclar:on. 

- - -. - -- - - - -- ~ . - 
( l! ' , ,  .'',!jC. I , i l f ' .4(7-  j'(,zi.J,\ic)(.T-H .\,I i qi 5,<;7):4,':i) ?. ".;E 



. The closure of Portsmouth Xaval Shipyard would clearly land a crippling blow to 
the Maine and New Hampshire economies. Thr: elimination of 5,942 of the best paying 
jobs in the seacoast economy and $395 million in related income would be accompanied 
by the loss of an additional 4,823 jobs and nearly $200 million in annual income. Totaling 
10,765 jobs and $594.7 million in personal inczome, this loss would contribute to the 
further contraction of the region's economic base. In fact, the loss of Portsmouth Naval 
Shipyard would shatter an already weak econorny, forcing the exodus of about 22,000 
of the region's citizens, including some of its ]nost skilled and highest paid workers. 
Tz~?!P 1 qilmmarizes the economic impacts of the closure of Portsmouth Naval Shipyard 
on the Maine-New Hampshire economy. 

The economic impacts of the closure of Portsmouth Naval Shipyard would be even 
more severe on the Seacoast region of York County, Maine and Rockingham and Stafford 
Counties, New Hampshire. Total employment losses in this three-county region 
associated with a shipyard closure are estimated at 9,991, about 10% of all jobs in the 
region. Similarly, $573.7 million in annual income, or 5.36 of total regional income, 
will be lost from rhe Seacoast economy, as shown in Table 2. This three-county region 
will also suffer the withdrawal of nearly 22,400 of its citizens, 4.4% of the region's 
popdation, as a result of the massive employnlent losses. 

TABLE 2 
ECONOMIC CONTRIBUTION OF PORTSMOUTH NAVAL SKIPYARD: 1993 

SEACOAST REGION (YORK, ROCKm1(SHAM i3r STh-FOiiT) COC3TXES) 

EMPLOYEE PROPERTY TOTAL STATE* 
TMPACTS E- INCOME' INCOME PRODUCT JOBS POPULATION 

DIRECT $221.31 $141.99 $3163.31 $363.31 5,549 12.374 

TOTAL INDIRECT $1 0.93 $9.80 $20.73 $22.12 360 88 1 
PURCHASES $5.43 $6.03 ~ 1 1 . 4 7  512.86 180 4 4 1  
CONSTRUCTION 55.50 S3 .?6 $9.26 S9.26 179 44 1 . 

INDUCED $102.06 $87.55 $189.61 $120.69 3.083 9,113 

TOTAL $333.31 $239.34 S573.65 $606.12 9.991 22,368 

Source: Maine S r a ~ e  Planning Office. Esnma~es dt.\eivprci u ~ i h  ;\IPL.4S 5 i ~ d t :  

' Propen!. !ncome = Di\.idendc. !n!erest. renral income, irnpuled ren:zl in:;me and proprierors' income 
$ State Prnducr = Set \slue of indus~r! ou:?ui. ?,c?:c.ien:. :;:r,;r:t\~s::;: :? 5 - ? c c  S!ate Produe[ 



In addition to the job and income effects estimated above, the closure of Portsmouth 
Naval Shipyard would burden the region's remaining residents and businesses with added 
costs of utilities and public services in the face of diminished incomes and property 
values. For example, the shutdown of the Shipyard and loss of associated industrial, 
commercial and residential electric utility custonlers would result in a base revenue loss 
of between $3 million and $5 million. This amount would have to be recovered through u 

higher rates to residential and business customers. An even more severe revenue loss 
wouici be facea by &e iocai warer aisrricr which serves h e  Shipjarci. 

Similarly, the cost of State and municipal ~~ervices will have to be born by a smaller 
base of taxpayers. Local governments could lose as much as 8% of property tax 
revenue from commercial and residential losses associated with a closure of Portsmouth 
Naval Shipyard. These lost utility and tax revenues will force increases in local rates, 
weakening the competitive position of area businesses and further reducing the 
discretionary income of remaining households anc. businesses, jeopardizing even more jobs 
in the region. 

The Port of Portsmouth is a critical compcment of the Seacoast economy. Loss of 
the Shipyard will not only eliminate an important user of the Port, but will hinder efforts 
to retain and improve Pon facilities. Moreover, a shutdown of Portsmouth Naval Shipyard 
could impact the ability of the Port to continue io obtain Federal assistance for necessary 
i h z u i ~ l  Liproveu?enrs. Thus, oiigoiiig a~;eraiicix of *is Lipczint par: of the ecoimizic 
infrastructure, as well as current expansion plan:;, could be seriously jeopardized by the 
closure of Portsmouth Naval Shipyard. 

Finally, as discussed below, there are a nuinber of potential environmental barriers 
to the full and timely civilian re-use of Portsmouth Naval Shipyard. The presence of 
hazardous waste sites and historic buildings coulli restrict and slow commercial or other 
civilian activities at the Shipyard. Such delays and restrictions to utilizing the resources 
at ihe Shipyard would greatly impede meaningful rcmediation of harmful economjc impacts 
associated with a closure. 



THE ECONOMIC COhTEXT: X \1IEAK !SEACOA4ST ECONOhW 

SEVERE RECESSI0,WAh'EMIC RECOVERY 

The economies of Maine and New 
Hampshire are still reeling from the effects of Wage & Salary Employment (SA) 
a protracted regional recession. As F i p r e  1 Maine & New Hampshire 
illust-ates, the two state region suffered an 
extraordinary employment decline of 8.2% - nn.r n..,, QQ nor, from 1 ~ 8 9  through ediy ~ 7 7 ~ .  vrc.  U V , V V V  

juh &rppe=ed k i n g  that huo and a half 
year period with major losses ofcuring in the 

I 
relatively high-wage manufacturing and 
construction sectors. Even more disturbing is 
the fact that after two and a half years of 
rebound, the region has only recovered two- 
rhirds (56,000) of the jobs that had been lost, 
making this one of the slowest recoveries on 
record. Figure 1 

A similar pattern of decline has infected the Seacoast economy. Wage and salary 
employment in the threecounty region dropped from 1(19,000 in 1989 to 99,000 by 1991, an 
8.3% drop representing a loss of 10,000 jobs. The most c:urrent data for the Portsmouth/Kittery 
'Labor Market Area, displayed in Figure 2,  indicate that less than half of the job losses (only 4,300 
jobs) have been recouped as of late 1994. Thus, while the downturn in the Seacoast economy 
was very similar to that experienced in the two state region as a whole, the Seacoast's recovery 
has been even more anemic than that of the larger region. 

While its job level has also been 
shrinking, the Shipyard has provided an 
important measure of stability in an otherwise 
turbulent economy. Even without the closure of 
Portsmouth Naval Shipyard, the regional 
economy is not expected to fully recover from 
the current economic downturn until 1996. 
Economic activity in the two-state region will 
continue to show weak performance through 
much of the 1990's. (see Figure 3) In fact. 
annual job gains will average 2.3 55 during most 
of the 1990's. less than half the pace enjoyed 
during the last half of the 1980's. 

Wage 8 Salary Employment 
PortsmouthIKittery LMA 

F i g u r e  2 



In addition to the regional recession, Mainr: and New Hampshire have suffered fTom 
significant defense cutbacks in recent years. Pease Air Force Base, just a few miles from the 
Shipyard, was closed in April of 1991 resulting in lhe loss of an estimated 7,600 jobs, $109.3 . 
inillion in direct payroll and $35.2 million in annual purchases. Loring Air Force Base was 
closed in September 1994, eliminating 8,016 jobs, $89.6 million in direct payroll and $39.3 
million in annual purchases. 

Other losses related to defense cutbacks 
include 3,500 jobs at nezrby Bath Iron Works, 
an estimated 3,800 job losses to smaller defense 
contractors, subcontractors and military facilities 
in the rezion, and a reduction of 2,800 
Portsmouth Naval Shipyard jobs since 1989. 
These 10,100 defense jobs supported at least 
6,500 indirect jobs around Maine and New 
Hampshire. Thus, Maine and New Hampshire 
have lost over 32,000 jobs to defense cuts since 
1989. Table 3 offers an estimate of recent 
defense-related job losses in Maine and New 
Karnps hire. 

r Wage & Salary Employment Growth I 
I Maine & New Hampshire I 

HISTORY 1 F O R E w T  i 

Figure 3 

Table 3 
ESTIRlATED DEFENSE-RELATED JOB LOSSES 
IN MAIhX AhD hXW HAR.II?SKIK SnCE i9S9 

DIRECT INDIRECT TOTAL 
PEASE AIR FORCE BASE 4,550 3,048 7,598 
LORING AIR FORCE BASE 4,800 3,216 8,016 
BATH IRON WORKS 2,500 2,345 5,845 
PORTSMOUTH NAVAL SHIPYARD 2,800 1,876 4,676 
OTHER DEFENSE ACTIVITIES 3.80Q 2.300 6.100 

TOTAL 19.45CI 12.785 32,235 



ENVIR0NhlENTA.L Ah?) IhXRAS'I'RUCTURE ISSUES- 

There are a number of environmental and infrastructure issues that must be given 
careful consideration in any asessment of the futurt: of Portsmouth Naval Shipyard. The 
issues offered here are, by no means, exhaustive. :Rather, they represent some of the 
concerns regarding the Portsmouth Naval Shipyard that should be given special attention 
by 'Lhe Navy in its assessment of the Shipyard. 

E ~ ~ O N ~ E E ~ T A L  CONSIDERATIONS R 
. . 

RCRA. National Priority List and Hazardous Wastes Sites 

The Navy, at Portsmouth Naval Shipyard, has undertaken an investigation of 
potential hazardous waste sites and possible sources of chemical contamination from past 
disposal activities at @e Shipyard. Thirteen areas (Solid Waste Management Units) on the 
Shipyard have.been investigated as required by the Resource Conservation and Recovery 
Act (RCRA). Additional investigations were conducted this summer to delineate areas of 
contamination and to better understand hydrogeology of the site. The Portsmouth Naval 
Shpyard was listed as a National Priorities (CERCL.A) site on May 3 1, 1994. 

On-shore and off-shore studies have been completed by the Navy and submitted to 
State and Federal oflicials for review and comment. On-shore hi.estigations indicate soils 
contaminated with heavy metals, fuel oils, PCBs, arid solvents. Lcnl levels of vclzti!e 
organic compounds have been detected in the groundwater. 

The Navy has conducted extensive off-shore ecological srudies to determine if 
contaminants are migrating from the Shipyard and adversely affecting biota, sediments, 
or surface water. Results of these investigations are currently being reviewed by 
appropriate State and Federal agencies. The Navy has completed an off-shore human 
health risk assessment based on the ecological estuarine studies and on the ingestions of 
biota from the estuary surrounding the Shipyard. The analysis of ms risk assessment will 
be presented by the Kavy in a public information workshop in the near future. 

The fact that there is hazardous waste cont;imination of both the soil and the 
groundwater at the Portsmouth Naval Ship!.ard could hinder timely civilian re-use in 
the event of closure. 



Oil Spill Response 

Oil spill response is especially problematic on the Piscataqua River. The Port of 
Portsmouth supports a substantial amount of comnercial activity and currents in the River 
are among the strongest on the Eastern Seaboard. The U.S. N a ~ y  presence at Portsmouth 
Naval Shipyard has provided an element of the oil spill response team for that region. 
Closure of the Shipyard will clearly impact the capacity of the civilian authorities to 
respond to oil spills in these difficult waters. 

National Historic Register Sites 

Portsmouth Naval Shipyard is home to a number of National Register of Historic 
Places sites. The Shipyard Historic District c o n t a b  a remarkable and extensive collection 
of 19th Century industrial and residential structures of unusually fine design. 
Unfortunately, the Historic District is in close proximity to industrial facilities and oil 
storage ti&. 

Studies related to the closure of the Philadlzlphia Navy Yard have cited the lack of 
an on-site, on-going maintenance program as a potential threat to historic sites there. 
Closure of Portsmouth Naval Shipyard would place the historic sites there at similar 
risk of degradation. Moreover, the co-location of historic residences and active industrial 
facilities at the Shipyard would greatly impede -the civilian reuse of the Shipyard. 

Port of Portsmouth 

The Port of Portsmouth is a critical compclnent of the Seacoast economy. Loss of 
the Shipyard will not only eliminate an important user of the Port, but will hinder efforts 
to retain and improve Port facilities. Moreover, a shutdown of Portsmouth Naval Shipyard 
could impact the ability of,the Port to continue to obtain Federa! assistance for necessary 
channel improvements. Thus, ongoing operatic~ns of this important part of the economic 
infrastructure. as \4lell as current expansion plans. could be seriousIy jeopardized by the 
closure of Portsmouth Naval Ship>.ard. 

Infrastructure Ca~acity ro Support of Cuirsni .  a ~ j  F U U ~ C  3a1.b Alissioa 

\17hi!e c!csure of Portsmouth S a \ . a l  Ship!.ard would ha \ -?  dramatic affects on rhe 
region's civilian economq.. ths infrasrruc~re in place in it.? a:?- is fully compatible with 
~ 5 r  ongo~ng mission of rhe Ship3ard. In fact. recent impro\ emcnts u-ill allow the area to 
c':i_iil!. accon~modare zn rlspansi,?n o f  thz: n:icsi~n. 



The transportation system supporting the Shipyard has easily accommodated the 
facility's operation. The recent closure of Pease A~I- Force Base has increased the capacity 
of the highway and public transportation systems in the area. Ready access to Interstate 
Highway 95 and U.S. Route 1, the Spaulding Tuqtike in New Hampshire, and the Maine 
Turnpike all offer ample access to regions north, south and west of the Shipyard. 

Oher public i i u ' r ~ ~ i i i i i i i i ~  'Yi the iegio: c;j:y zb-n.'=t c q ~ c i t y  to senrice czrre~~! 
or hicreased demand. Wzste disposd czpacity ir~ the area, for example, has seen a number 
of recent expansions. The Shipyard, itself has a relatively new industrial waste treatment 
plant on site. In addition, the Town of Kinery, and other communities in the region have 
recently upgraded their waste water treatment capacity. Health care facilities have been 
expanded in the City of Portsmouth, while school district capacity has been increased by 
the recent closure of Pease Air Force Base. 



. . CONCLUSIONS 

This analysis has been prepared to provide decision makers with a thorough and 
accurate basis from which to evaluate the econornic impact of the closure of Portsmouth 
Naval Shipyard. New Hampshire and Maine have already born more than their share of 
recent defense cutbacks. Pease Air Force Base irl New Hampshire and Loring Air Force 
Base in Maine have been closed. Maine's Over-the-Horizon Backscatter Radar in Bangor 
has fallen under the defense budget ax as have 2,1300 jobs at Portsmouth Naval Shipyard. 
Private defense contractors in both States continut: to reduce w o r ~  force ievels in the face 
of procurement reductions, and National Guard force strengths corthue to shrink in both 
States. 

Closure of Portsmouth Naval Shipyard would have effects well beyond these 
economic impacts. Environmental hazards on the site and reductions in the capacity of the 
region to combat future environmental problem:; place at risk the quality of life of the 
Seacoast region in the face of a loss of the Shipyard. Moreover, existing environmental 
conditions could seriously hinder meaningful civilian re-use of che Shipyard in the event 
of its closure. 

Portsmouth Naval Shipyard has long played a pivotal role in the MaineINew 
Hampshire economy. Today the Shipyard's role in shoring up the region's economy is 
more critical than ever. Recent waves of Defense cutbacks and the recent prolonged 
regional recession have dramatically wsaksned the. Maine and New Hampshire economies. - 

In fact, during 1991 more people left these two states than have entered. The region is 
better positioned than ever to support the current and future military mission at the 
Shipyard. However, the loss of Portsmouth Naval Shipyard utould rapidly lead to the 
accelerated deterioration of economic and environmental conditions in Maine and New 
Hampshire, and especially in the Seacoast region. 



Portsmouth Naval Shipyard 
NO0102 

DATA CALL 65 
ECONOMIC AAQ COhl;lfI%-ITY IATIIASTRUCTURE DATA 

5. Other Socio-Economic In~pacts. For each of the following areas, describe other 
recent (past 5 years), on-going or prajected ecoiionic iiiii;ac:s @o:h 2esitive m d  
negative) on the geographic region defined by your response to question 1 .b. @age 3), 
in the aggregate: 

a. Loss of Major Employers: 

Pease Air Force Base closed in April 1991 resulting in the loss of an estimated 7,000 
jobs and $167 million in personal income. Of the 7,000 jobs lost, 2,800 jobs were indirectly 
related to the closure while 4,200 were directly related. 

Between 1989 and 1993, the number of employers in York County declined by 92. 
The declines occurred in all employment size-classes. :Large layoffs occurred at a number of 
companies including: 

Employment at the Portsmouth Naval Shipyard in Kittery has declined by over 3,600, 
with an additional estimated 650 person reduction in two weeks. Overall, this is a 51 
percent reduction; This facility is the largest en~ployer in York County. 

Pratt & Whitney laid off 103 in January 1994. 

George Newman Br Co. laid off 40 in January 1994. 

Duchess Shoe laid off 100 in March 1993. 

Pratt & Whitney laid off 84 in January 1993. 

Pratt & Whitney laid off 233 in November 1992. 

Shape, Inc. laid off 150 in  March 1992. 

The future of the Pratt & Whitney and the Saco Defens: plants remain in question, despite 
streamlining and recent layoffs. These facilities are among the largest employers in York 
County. 



Portsmouth Naval Shipyard 
KO0 102 

D A T A  CALL 65 
ECONOAlIC AM3 CORZ1lL3-IT1' IXFn.ASTRUCTLXE D A T A  

- York County's civilian labor force has declined by 3,500 in 1993. This follows 
three consecutive ymrs of no growin. iiesia'eni empioyn~eni deciined to a six year 
low in 1993. 
- Manufacturing employment declined by 11 5% between 1988 and 1992 in York 
County. Inflation adjusted manufacturing wages declined by 4.4 %. 

* With the  closing of Loring Air Force base in September 1991, major  hlaine 
defense en~p lo j~e r s  (Loring Air Force Base, Enth Iron ~ ! ' o T ~ E ,  2nd Pcrtsmouth Nat~a l  
Shipyard) wil l  have lost o w r  10,300 jobs (15%) since 1989. 

- Approximately $250 million in state income is being lost per year. 
- Jobs have been lost in high wage areas with minimal offsetting growth in lower 
wage areas. The 1991 average annual \Ifage for shipbuilding 2nd repair was 
$30,793 compared to $19,117 for service wor:;ers and $ 12,238 for retail workers. 
- Many former defense workers are under-employed. Continuing downsizing in 
the defense industries have saturated the market with skilled craftsmen and 
professionals. Shipyard outplacement experience shows that most laid-off workers 
who remain in the seacoast area must accept a decrease in income and living 
standard. Workers must leave the area to receive comparable income. 
- The Maine State Planning Office projects a net outward migration from the state 
of 40,000 people in the 1990s with 32,000 of that total attribctable to defense 
cutbacks. 

r 

Source of Data (5. Other  Socio/Econ): 
KEYS Economic Future: Building Linkages 2nd Bui!ding Capacity. 1:zy 1994. 
Defense Dependency - Impacts and Conversion Efforts in hfaine. Jur? 1994. 
Presentation to the Joint Select, Committee on Housing CC- Economic C-ivelopment by 
Joyce Benson, State Planning Office. April 1994. 
University of Southern hlaine Forecast for York County hlay 1991. 
Defense Downsizing: The Economic Impacts i n  New 131gland. 
Yolanda K. Kodrycki, Senior Economist, Federal Resenee Bank of Bcs:on. June 1994. 
From Defense to Offense; Converting llaine's Econory. Presenbtio; by Laurie G. 
Lachance, h4aine State Economist. June I Y94. 
"Competitor Buys Newington Mall: O\r?er of Fcu R u n  hlall Pajrs $5 -i!linn", Foster's 
Daily Democrat, 6 July 1991. 
hfaine Department of L3Sor, Di\.ision of E c c r ~ : ~ i c  .I-:!jssis x d  Rei;r:c!1. G!efin 3iilIs. , - 
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DATA CALL 65 
ECONOhlIC Ah?) COMMUNITY INFRASTRUCTURE DATA 

b. Introduction of New Businesses/Technologies: 

Several small businesses have opeiid in the past few y s r s  in York County, but many 
more have closed. In New Hampshire the only introduction of new business is at the Pease 
International Tradeport, where Pease Air Force Base rs3evelopment is underway with limited 
success. Cell-Tec, an English Bio-Tech Firm, has established its USA Headquarters here. 
Also, the State Department has located a VISA Unit and Passport Center at Pease. Delta 
Business Express has renovated and is using the hanger location et Pass .  

c. -Natural Disasters: 

None. 

d. Overall Economic Trends: 

* Seacoast area continrles to struggle to recover from closure of Pease Air Force 
Base: 

- United Express Airlines, an anchor in  the airport redevelopment effort, has 
ceased operations at Pease. 
- The largely vacant Newington Mall, adjacel-it to Pease, which was constructed at 
a cost of $27 million, has just been sold for $5 million. 

I - BRAC 91 & 93 are causing a glut of facilities for redevelopment/conversion 
resulting in increased competition among states for few potential industries. 

* The regional economy is trailing the national economy out of the recession in . 
Iarge part due to on-going cuts in defense industries. (especially Portsmouth Naval 
Shipyard workforce reductions, Bath Iron Works workforce reductions, Pease Air Force Base 
closure and Loring Air Force Base closure.) 

- The Maine income tax base has been reduced aggravating E n  already precarious 
State financial position. 
- Public utilities are faced with decreased derxand and large fixed costs resulting 
in increased rates for remaining customers and in utility company layoffs. 
- The seacoast area has qualified for the government's Housing Assistance 
Program due to the substantial drop i n  real estate prices dri\.en by Pease closure 
and the decrease in  shipyard employment by ci.er 50%. Citiss and towns are 
struggling with the resulting adverse in~pact on their propert!, tax bases uthich are 
the primary source of funding for ed:ication ir Maine and Ne-$iv Hampshire. 
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Chapter 1 

Introduction 

R e s p o n d i n g  t o  t h e  economic  c o n d i t i o n s  o f  t h e  1980s - -  rap id  growth,  low 
unemployment, and  development pressures -- :I primary concern of the  residents of the  
towns of Ki t tery ,  Eliot, York, and  South Berwick (KEYS) was controlling growth and 
limiting development. Following this period of sustained growth, the KEYS towns a re  
now facing a very di f ferent  economic environment. A deep recession in New England, 
along with the  closing of Pease a n d  workforce  reduc t ions  a t  t h e  Portsmouth Naval  
Shipyard (PNSY), a r e  having a serious impact on overal l  economic conditions in the 
region. A growing number of residents are  out of work o r  underemployed and the towns 
are  facing increased fiscal challenges. 

T h e  cont inued dependence of the  region on defense-related jobs, par t icular ly  
those a t  the  Portsmouth Naval  Shipyard,  is ii cause f o r  serious concern about deeper 
economic impacts in  the  coming years. T h e  priorities in  the towns are shifting f rom 
controlling growth to  promoting employment opportunit ies fo r  local residents hard hit  
by current economic forces. 

Recognizing that  their  towns a re  v u l n e ~ a b l e  to fu r the r  job losses and the related 
social and economic impacts associated wi th  those losses, the four  towns of the KEYS 
region have f o r m e d  a coali t ion to  unders tand t h e  economic impacts of the defense-  
related dislocations a l ready  experienced,  as well a s  the  potential economic impacts of 
f u r t h e r  job losses in the  de fense  sector. T h e  goal of th i s  coal i t ion is to  develop a 
comprehensive adjustment strategy that  will ease the  transit ion f o r  residents currently 
impacted by existing layoffs and those who might be impacted in  the  future. 

T h e  impact  of the  exist ing a n d  potential  de fense  cu t s  on  t h e  region goes well 
beyond just the  number of direct  jobs being a~ffected.  T h e  overall dependency of the 
region on defense-related employment exacerbated the  effects of any cutbacks a t  the 
Naval  Yard. Moreover, t h e  potential  re-employment o f  la id-off  workers, hopeful ly  
without significant cuts in  wages, rests in the health a n d  vitality of the larger regional 
economy -- the Seacoast of New Hampshire and  Maine. 

Mt. Auburn Asaoeiatu 



This current  report looks a t  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  

+ t h e  n e x t  s t eps  to be t aken  t o  deve lop  a n  e f f e c t i v e  response to the  
economic challenges the region faces. 

I t  is i m p o r t a n t  to note tha t  th is  s t u d y  only comprises a f irst  phase of a larger 
u n d e r t a k i n g  -- t h e  deve lopment  of a n  e f f e c t i v e  c o m m u n i t y  a d j u s t m e n t  s t r a t e g y .  
Hopefully, i t  will provide the appropriate backdrop to ensure that  a strategic response is 
based upon a comprehensive understanding of economic conditions in the region. 

Mt. Auburn Asaociatu 
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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 s tar t  with a n  understanding of the economic 

+ performance of the communities in the KEYS area and  the structure of the regional 
economy. Looking a t  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 will have as well 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 a n  extremely low unemployment rate. 
During the past decade: 

+ The KEYS communities grew a t  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 undercount 
the population (see Chart 1). 

+ The  unemployment ra te  has been consistently low, a t  times almost 
neg l ig ib l e .  E v e n  d u r i n g  t h e  recess ion  o f  t h e  e a r l y  1980s, the 
unemployment rate in the four towns remained under four  percent. In 
1988, a t  t h e  economic  peak ,  t h e  u n e m p l o y m e n t  r a t e  i n  KEYS 
communities was below one percent (see Chart 2). 

+ The residents are  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 

Mt. Auburn Auociatea 



growth in income led t o  the region's per capita income surpassing the 
national average 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 
(see Char t  3). 

T h e  r e s i d e n t s  of t h e  f o u r  t o w n s  of' t h e  K E Y S  region h a v e  the  fo l lowing  
characteristics in 1990: 

+ According to the 1990 Census, a larger proportion of employed KEYS 

r e s i d e n t s  a r e  i n  s k i l l e d  occupa t ions .  F o u r t e e n  percen t  of KEYS 
residents are  in executive, administriitive, 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 15 percent a r e  classif ied in  
professional speciali ty occupations as compared to only 14 percent in 
the U.S. and  Maine. T h e  region also has a relatively high proportion of 
skilled blue collar workers. About 14 percent are  classified as precision 
production workers as compared to only about 11 percent in the U.S. as 
a whole (see Tables 1 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 residents 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  re ta i l ing as compal,ed to 18 percent in the  state as a 
whole and  17 percent in the U.S. (see Tables 3 and  4). 

+ A very large  number  of employed ICEYS residents work f o r  the U.S. 
g o v e r n m e n t  a t  t h e  N a v a l  Yard .  Four teen  percent of t h e  employed 
KEYS res idents  work f o r  the  U.S. government.  Th i s  compares to  a 
national average of only three percent. Almost al l  of this employment 
is tied to  the  Portsmouth Naval Shipyard. I n  Kittery,  18.5 percent of 
al l  employed residents depend on the federal  government f o r  jobs (see 
Tables 5 and  6). 

+ T h e  region has a strong entrepreneurial base. In  the four  KEYS towns, 
a b o u t  11.5 percent  of t h e  employed res idents  a r e  c lass i f ied  as  self- 
employed 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 a n d  York (see Tables 5 and  6). 
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While ecorrontic conditions have substantially worsened over the past three years, the 
ecorronric erzvironrnent in the KEYS !owns has not declined as rapidly or as deeply as in ofher 
conrrnunities in New England. For example, while unemployment in the  four  towns has 
been growing steadily since 1988, i t  is still very low and  well below that  of the county, 
state, and  U.S. In  fact ,  in April 1992 the  Ki t tery  Labor Market Area (LMA) had the 
lowest unemployment rate in the state, 4.5 percent. 

In  contrast ,  o the r  communities in York County are: experiencing double digi t  
unemployment. For  example, as of March 1992 when the unemployment rate was 4.9 

pe rcen t  i n  t h e  K i t t e r y  Labor  M a r k e t  Area ,  t h e  B i d d e f a r d  a r e a  h a d  a 9.1 percent 
unemployment ra te  a n d  Sanford Labor Market Area had a 10.4 percent unemployment 
rate. 

It is very inrportant to note, however, that in percentage terms. the rate of increase in 
unemployntent in fhe four rowrzs has been very 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  a r e  other  indications of deteriorating economic performance in the local 
communities. Two major trends facing towns a r e  increased tax delinquencies on real 
property and  greater demand for  town- and  state-funded General  Assistance (GA): 

6 T a x  d e l i n q u e n c i e s  a r e  u p  i n  a l l  f o u r  towns  f r o m  F Y 9 1  t o  FY92 
(estimated), as a re  the number of actual  foreclosures on properties. The 
increase is largest  f o r  Ki t t e ry  (1.6 percent)  where  t h e  percentage of 
unpaid property taxes a t  year end increased from 16.4 percent in FY90 
to  18.0 percent in  FY91. T h e  estimated percentage of unpaid  taxes in 
E l i o t  f o r  F Y 9 2  is  15.3 percent ;  i n  York ,  8 pe rcen t ;  a n d  i n  S o u t h  
Berwick, 9.5 percent. 

Other  signs of a weakening tax base a re  found i n  da ta  on foreclosures 
a n d  t ax  l iens  f i led.  T h e  number  of foreclosures i n  Ki t t e ry  increased 
f r o m  32 in  FY90 to 100 in  FY92 (an increase of 213 percent). In Eliot, 
there  was just one foreclosure in FY90, but f o u r  a r t  expected in  FY92. 
T a x  liens went u p  56.3 percent in York between FY88 (320) and  FY92 
(500 - estimated). The largest leap in York dur ing tha t  period occurred 
between FY88 and  FY89 -- the  trend has been downward since FY89. 
In  South Berwick, officials note that  in FY92 there a r e  about  250 "new" 
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accounts who are  mostly homeowners feeling the pinch of the economy, 
and not developers who a re  waiting :Tor a sale to pay taxes.' 

+ T h e  n u m b e r  o f  p e o p l e  r e c e i v i n g  G e n e r a l  A s s i s t a n c e  has  r i sen  
dramat ical ly ,  a n d  town expendi tures  f o r  G A  a r e  r is ing 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 a n  increase of 70.9 percent. Relative to 1990 
census  d a t a ,  t h e  pe rcen tage  of ind iv idua l s  rece iv ing  G A  to KEYS 
population increased f r o m  0.7 percent in 1989 to 1.2 percent in 1991. 
T h e  largest increases occurred in  Ki t tery  a n d  South Berwick. These 
f igures  d o  not  ref lect  t h e  recent 1992 layof f s  a t  Por tsmouth Naval 
Shipyard (see Tables 7 and  8). 

As a result  of the  increase in G A  caseloads, town budgets for  GA are 
showing a n  increase as  well. In Kittery,  expendi tu res  f o r  GA have 
increased 39.1 percent, f r o m  $66,919 (FY90) to  a n  estimated $93,094 
(FY92). In addition, towns a re  spending more on managing GA. The  
person i n  c h a r g e  of G A  in Sou th  Berwick just  became a full- t ime 
employee, Another observation that  has not been quant i f ied  is that  the  
GA disbursement per case is increasing because current ly  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 laws. This program now falls short in some cases of meeting even basic needs 
of o u r  residents. For  the  f i r s t  t ime  in  the  12 years I have  been administering th is  
program, some applicants a r e  now having to choose between feeding their children and  
paying the rent." 

' ~ h e  implications of increases in  delinquencies, tax liens, and  foreclosures a r e  
complicated. Although towns may eventually collect more funds  d u e  to higher interest 
charged on la te  payments, i t  is not  c lear  tha t  they come o u t  a h e a d  in the  long run.  
Delinquencies requ i re  more s ta f f  time, short-term borrowing t o  mainta in  town cash 
reserves, and, together with inflation, these factors eventually ea t  away a t  any potential 
gains. 
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2.2 Economic Environment: By Location o f  Employment  

In  analyzing the  economic condit ions,  i t  is impor tan t  to  dist inguish between 
where  people l ive  a n d  where  jobs a r e  located.  No longer can  one  assume tha t  the  
res iden t s  o f  a c o m m u n i t y  p r i m a r i l y  work  i n  t h a t  communi ty .  T h e  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 t h e  f o u r  KEYS towns work throughout the 
Seacoast region of Maine and  New Hampshire with many commuting as f a r  as Portland 
to the north and  Boston to the south. As just one example of the regional nature of the 
economy,  more  K E Y S  res iden t s  work a t  Davidson  i n  New H a m p s h i r e  ( a b o u t  120 
according to the Mt. Auburn survey) than work a t  most of the manufacturing companies 
located in the four  KEYS towns. 

Moreover, with advances in technology, there a r e  increased opportunities to work L 
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 a r e  located in which 
KEYS residents currently work or  could potentially work. One can examine the regional 
economy relevant to the residents of KEYS on three levels: 

1. Employrnenf opporfunifies available in close proximity to the KEYS towns 
-- t h e  K i t t e r y  L a b o r  M a r k e t  A r e a  t h a t  includes  t h e  KEYS towns, 
Berwick, North Berwick, Ogunquit, and  Wells. 

2. Employntent opportunities within an average commute -- the  rest of York 
C o u n t y  i n  M a i n e  a n d  t h e  Por t smouth  M e t r o p o l i t a n  A r e a  i n  New 
Hampshire. 

3. The economic "sphere o f  influence" -- P o r t l a n d ,  M a i n e  t o  Boston. 
Commuting to Boston or  Portland is no longer unusual. For example, a 
r es iden t  s u r v e y  i n  S o u t h  Berwick f o u n d  t h a t  t w o  p e r c e n t  of t h e  
residents commuted to Boston. Moreover, the  business environment in 
t h e  r e g i o n  i s  h e a v i l y  i n f l u e n c e d  by t h e  l a r g e r  economic  fo rces  
emanating f rom Boston -- the regional center. 



2.2.1 Structural Chanees in the Economy 

Like much of New England, the KEYS region has experienced rapid job growth 
over the past decade. In the Kittery Labor hlarket Area, about 3,800 jobs were added 
between 1984 and 1990, accounting fo r  a n  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) dur ing this period, but higher than the level of job growth fo r  the U.S. as a 
whole (16 percent). T h e  Portsmouth metroplslitan a rea  (of which the  Ki t t e ry  Labor 
Market  is a pa r t )  has seen similar job growth in the decade. In the f ive  year period 
between 1982 and 1985, when the economy peaked, about 15,500 jobs were added to the 
region, a growth rate of 15.7 percent (see Charts 4 and  5). 

Not  o n l y  was  t h e  economy of t h e  reg ion  e x p a n d i n g ,  i t  was  also chang ing  
structurally dur ing this period. This change i!; seen both in the immediate Kittery area 
- -  w h e r e  t h e  g r o w t h  i n  m a n u f a c t u r i n g ,  r e t a i l ,  a n d  s e r v i c e  jobs h a s  m e a n t  a 
divers i f ica t ion a w a y  f rom dependence on the  Naval Yard,  a n d  in the  larger region, 
w h i c h  h a s  s e e n  a s h i f t  f r o m  t r a d i t i o n a l  m a n u f a c t u r i n g  t o  a m o r e  d i v e r s i f i e d  
manufacturing base including high technology products (see Charts 6 and  9). 

Historically, the  Ki t tery  Labor  Market  Area was dominated by the jobs a t  the 
Naval Yard. In 1984, for  example, 9,000 of the area's 21,000 jobs (43 percent) were U.S. 
government ,  p r i m a r i l y  a t  t h e  Nava l  Y a r d  (:see C h a r t  7). T h e  d o m i n a n c e  of U.S. 
government employment in the four  KEYS towns is even higher than i t  is in the Labor 
Market  Area. O v e r  the  decade, government  employment  has  become a smaller a n d  
smal ler  component  of the  job base. Cur ren t ly ,  abou t  29 percent  of the  jobs i n  the  
K i t t e r y  L a b o r  M a r k e t  Area  a r e  r e l a t e d  to  t h e  N a v a l  Yard.  While dec l in ing  as a 
percentage of total jobs, the Naval Yard still  accounts f o r  a very large proportion of 
employment,  par t icular ly  when compared to  the  U.S. overal l  where  only about  three 
percent of all jobs a r e  through the U.S. government. 

T h e  Manufacturing Sector 

U n l i k e  m a n y  o ther  s imilar  communi t j  es  i n  New England,  the  manufactur ing 
sector in  the Ki t tery  area remained relatively healthy dur ing the  1980s. Starting in  the 
late 1970s when Prat t  and Whitney was a t t racted to North Berwick, the region has been 
s e e i n g  s t e a d y  g r o w t h  i n  m a n u f a c t u r i n g  ( see  C h a r t  8). While  e m p l o y m e n t  i n  
manufacturing was declining in the state and  the U.S., the  region has seen a growth of 
about 2,600 manufacturing jobs over the  last decade (about 70 percent d u e  to Pratt  and  
Whitney's growth) .  While s t a r t i n g  as  a ve ry  smal l  percentage o f  total  jobs in  the  
beginning of the  1980s, the percentage of manufacturing jobs i n  the  area is now closer 
to the  state and  national average (see Char t  9). 
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The manufacturing base in the  Ki t tery  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. Prat t  and  Whitney, located in the LMA but outside the four 
towns, with 1,900 employees accounts f o r  about 46 percent of al l  manufacturing jobs in 
the region. 

T h e  manufacturers located i n  the  four  KEYS towns a r e  primarily small. Only 
f o u r  companies have over 50 employees. Most of the companies employ less than ten 
people. A number of the companies in  the four  towns a re  ei ther in wood products ( i t . ,  
Northern Cabana,  Maine Post a n d  Beam) o r  marine-relatcd (i.e., Mart in  Marine, East 
West Custom Boards, and the P.E. Rollins Boat Company). Xhc largest manufacturers in 
t h e  f o u r  towns a r e  Watts F l u i d a i r  in  K i t t e r y ,  a maker  of compressed a i r  f i l t e r s ,  
regulators, and  lubricators; and  Duchess Footwear in  South Herwick. 

Mt. A u b u r n  c o m p l e t e d  s u r v e y s  of a b o u t  60 p e r c e n t  of t h e  manufacturers 
account ing f o r  74 percent of the  manufac tu r ing  jobs jn the  f o u r  KEYS towny. The 
s u r v e y  f o u n d  t h a t  on  a v e r a g e  a b o u t  61 percen t  of t h e  employees  a t  KEYS-based 
manufacturers  were residents of KEYS. The  survey also f o u n d  tha t  a number of the 
local  m a n u f a c t u r e r s  p lanned  t o  e x p a n d  t h e i r  operat ions .  Seven  of the  companies 
reported t h a t  they planned to  expand  a n d  seven companies repor ted tha t  they were 
deve lop ing  new produc t s  o r  new p r o d u c t i o n  processes. Al l  of the  companies that  
p lanned  t o  make  new i t s t m e n t  r e p o r t e d  t h a t  l ack  o f  a v a i l a b l e  f inanc ing  was a 
constraint to their ac t iv i t j  

The  manufacturing base of the  larger Ki t tery  Labor Market Area is dominated by 
Pra t t  and  Whitney, which alone accounts f o r  almost half of a l l  manufactur ing jobs in 
t h e  Labor  Market  Area, a n d  some t rad i t iona l  manufac tu re r s  i n  industries of historic 
importance (i.e., tanning and  shoes). T h e  region also has a relatively large percentage of 
jobs in  wood products (14 percent), a n d  printing and  publishing (12 percent). 

A c c o r d i n g  t o  t h e  Mt.  A u b u r n  s u r v e y ,  w h i c h  c o v e r e d  6 0  p e r c e n t  of a l l  
manufacturers and 86 percent of al l  manufactur ing jobs jn the  Ki t t e rv  LMA, the local 
manufacturers expect to increase thei r  level of employment by about  f i v c  percent over , 

the  next three  years. If one assumes this level of growth fo r  t h e  ent i re  manufacturing . . . . 
sector in the  region, there would be a n  additional 225 mawfactur infz  lobs bv 1995. 

T h e  economic region surrounding KEYS -- including other  parts  of York County 
a n d  t h e  remainder  of t h e  Por tsmouth Metropol i tan  a r e a  -- i s  more  manufactur ing-  
oriented. Communities such as Sanford,  Dover, Portsmouth, a n d  Rochester -- all  within 
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a n  easy commute of the f o u r  KEYS towns -- have a relatively diverse manufacturing 
base. Residents  of t h e  K E Y S  towns l ive  wi thin  commuting d i s tance  of over 8,000 
addit ional manufac tu r ing  jobs located in  the Biddeford LMA a n d  the Sanford LMA. 
T h e r e  a r e  a n o t h e r  12,000 m a n u f a c t u r i n g  jobs i n  t h e  n o n - K E Y S  por t ion  of the  
Portsmouth Metropolitan Statistical Area (MSA) (see Tables 9 and 10). 

Y o r k  C o u n t y  s t i l l  m a i n t a i n s  a n u m b e r  o f  m a n u f a c t u r i n g  concerns  in i t s  
tradit ional  industries.  Textiles, apparel ,  anti footwear  together account for  about 20 

percent  of t h e  m a n u f a c t u r i n g  jobs i n  t h e  county.  However ,  t h e  coun ty  has also 
developed a c o n c e n t r a t i o n  of f i r m s  in  t h e  machinery,  electronics, and  instruments 
industries. Sanford alone has about 30 mant fac tu r ing  companies, many of which are 
producing relatively high-tech products. 

The New Hampshire portion of the Portsmouth MSA also has a relatively diverse 
manufac tu r ing  base with both t r ad i t iona l  indust r ies  a n d  high-technology companies 
involved in  cu t t ing  edge products. T h e  region is home t o  a number  of longstanding 
companies in i ts  tradit ional  manufactur ing base. Shoe, textile, and  apparel companies 
still provide over 2,000 jobs in the region. In addition, there a re  a number of companies 
involved in  m a n u f a c t u r i n g  p a r t s  f o r  t h e  a u t o m o t i v e  indust ry ,  including Davidson 
Interior Trim, with over 1,200 employees. There a re  also a number of companies in the 
electronics a n d  machinery industries. Other  major manufac tu re r s  include: General  
Elect r ic  in  Somersworth,  Simplex Wire a n d  Cable  i n  Por tsmouth,  a n d  Cabletron in 
Rochester (see Charts 10 and  11). 

The  Service Sector 

T h e  g rowth  of t h e  service  sector  -- rr~ost notably  re ta i l  t r a d e  ac t iv i ty  -- has 
probably been t h e  most obvious sign of t h e  changing economic environment  to most 
residents of t h e  KEYS region. Between 1984 and  1991, the region added about 2,800 
retai l  jobs a n d  about 2,700 jobs in  the  service sector. Service sector employment grew 
f r o m  11 percent  of total  employment in  1984 to  close t o  14 percent by 1990. Retail 
employment went f rom 17 percent to 21 percent dur ing this same period. Between 1984 

and  1990, the  ra te  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  a r e  two main components of the service sector in  the  region: 

1. The retail acriviry relared to the outlet malls in Kirtery. During the  
1980s. K i t t e r y  deve loped  a s  o n e  of t h e  m a j o r  c e n t e r s  f o r  ou t l e t  
r e t a i l i n g  i n  t h e  Northeast .  T h i s  deve lopment  occur red  relat ively 
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q u i c k l y ,  c h a n g i n g  t h e  economic  a n d  physical  environment  of the  
community. Currently, there a r e  about 120 factory outlet retailers in 
K i t t e r y  t h a t  a n n u a l l y  ne t  t h e  s t a t e  a b o u t  $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 fac t  that  vacancies i n  
the outlet malls d o  not tend to last longer than one month. The outlet 
re ta i l  s tores have  organized themselves i n t o  a n  association tha t  is 
a g g r e s s i v e l y  m a r k e t i n g  t h e  a r e a  n a t i o n a l l y  a n d  in te rna t iona l ly .  
A c c o r d i n g  t o  s e v e r a l  t e n a n t s ,  o u t l e t  s t o r e s  h a v e  wea thered  the  
recession qui te  well, and  growth prospects fo r  the fu tu re  appear to be 
strong with continued developer and retailer interest. 

Services relafed to the ~ourisnr industry i ~ t  fhe region. T h e  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 s tudy  of the  tour ism sector in York County f o u n d  that  about 29 
percent  of a l l  consumcr  sales in  York County  were  a t t r ibu tab le  t o  
tourism. Similarly,  Mt. Auburn's  survey of KEYS retail and tourist 
businesses (May 1992) found that  56.6 percent of the  f i rms responding 
indicated that  most of their customers live outside the  Seacoast region. 
Sales in  th is  sector a r e  also increasing. Dur ing  the  period between 
1983 and  1990, restaurant and  lodging sales increased by 98 percent in 
York County. 

According to the York County study, York a n d  Ki t tery  are  the  more 
tourism-oriented communities. In York, about 46 percent of all sales 
i n  1990 came f r o m  res tauran t  a n d  lodging business. In Kittery, the 
a m o u n t  was a b o u t  17 percent. Employment re la ted to  tourism was 
es t imated to  be a b o u t  16 percent of a l l  jobs annua l ly  and  about 23 
percent of al l  employment dur ing the month of August f o r  the Kittery 
Labor Market Area in  1989. 

A n  a n a l y s i s  o f  r e t a i l  s a l e s  a c t i v i t i e s  i n  Y o r k  C o u n t y  c o m p l e t e d  by t h e  
Cooperative Extension o f  t h e  Univers i ty  o f  Maine provides f u r t h e r  evidence of the 
strength of the  retai l  sector in  the  Kittery/Eliot  area. While per capita retail sales of 
abou t  $2.50 i n  t h e  K i t t e r y / E l i o t  a r e a  was  well below t h a t  o f  Saco, Biddeford,  a n d  
Sanford in  the  early 1980s. by 1990 per capita retail sales in  the area  were over $10.00 -- 
well above t h e  o ther  communit ies  i n  t h e  county,  b u t  s t i l l  substantially below that of 
Freeport and  Ogunquit. T h e  Kittery/Eliot  area also increased f r o m  12 percent of total 
York County retai l  sales in 1985 to  17 percent in  1990. 
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Within the  greater Portsmouth a rea  there  are  additional areas of service sector 
strength including the  health care  sector and  the f inancia l  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. 

F i n a n c i a l  service  jobs a r e  c o n c e n t r a t e d  in  o n e  company  -- Liber ty  Mutual. 
L i b e r t y  Mutual ,  a p rov ider  of both  personal  a n d  business insurance and  f inancia l  
services, employs 23,000 people in 340 offices nationally. In the Seacoast region of New 
Hampshire, the f i r m  operates four  offices employing a total of about  2,865 people. Of 
three  off ices  in  Portsmouth, one is devoted to production functions (employing about 
450), another  provides informat ion systems support  (employing ano ther  1,200), and a 
th i rd  is a small  sales o f f i ce  (employing 15). In addition, the company employs about 
1,200 workers in i ts  home off ice  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 
t h e  region a n d  provided some s tab i l i ty  d u r i n g  a per iod of economic decline, i t  is 
important to note that  the q~calily o/  jobs it1 most components of the service sector is poor. 
For exantple, as conrpared to the average matlu f,zcturing wage of $25,000 in York County in 
1990, [he average wage in retail was % I  1.400, attd in services was 815.700. 

T h e  Mt. Auburn  survey of re ta i lers  a n d  tourist  businesses i n  the f o u r  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 posit ive abou t  the economic 
environment  a n d  reported t h a t  they expectecl 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 f e w  years. Twenty percent of the respondents reported that  they expected 
to expand a t  the  current site and  another 50 percent reported that  they expected to make 
improvements a t  their  site. 

When asked if there were any barriers I:O their development, about 12 percent of 
, the  respondents noted that  the  availability of f inancing was a constraint. The type and 

amount  of f inanc ing  needed by businesses included mortgages, seasonal lines of credit 
($10-15,000), and  short-term loans. Seven percent noted that  the  availabil i ty of skilled 
labor  was a const ra int ,  a n d  f i v e  percent mentioned the  need f o r  sui table  water  and  
septic facilities. 
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While n o t  e x p e r i e n c i n g  t h e  c u r r e n t  e c o n o m i c  recession as  bad ly  as  o ther  
c o m m u n i t i e s  i n  New E n g l a n d ,  t h e  P o r t s m o u t h  MSA a n d  t h e  K i t t e r y  LMA have  
experienced job losscs over t h e  past couple of years. Since 1989 when employment 
peaked, the Portsmouth MSA has lost about 11,500 jobs or about 10 percent of its jobs. 
T h e  immediate Kittery Labor Market Area has proven more stable. Even with dramatic 
losses in construction employment and the layoffs a t  the  Shipyard, total jobs in the area 
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 availability of good, skilled manufacturing jobs in the region. 
I n  Biddeford,  Fiber  Materials, a manufac tu re r  of woven mater ia ls  f o r  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 abou t  50. In  the  S a n f o r d  area ,  Sprague Elect r ic ,  a semi-conductor 
manufacturer has let go 100 of its employees recently. Another semi-conductor f i rm in 
South Portland, National Semi-Conductor. reduced employment by 200. Fur ther  down 
east, Bath Iron Works is preparing to reduce forces by 2,000. 

On  the  New Hampshire  side, Clarostat ,  a producer  of e lec t ron ic  components, 
announced they were moving their Dover, New Hampshire operation to Mexico resulting 
in the loss of about 340 jobs. Also in Dover, Hidelberg Harris, Inc. laid off  about 100 
employees .  I n  Por t smouth ,  a b o u t  200 jobs  w e r e  los t  w h e n  D a t a  G e n e r a l  closed. 
Rochester, New Hampshire lost Algor Shoe in 1990, and  with i t  175 jobs. 

The  retai l  sector has been growing despite the recession. I n  fact ,  the outlet stores 
in  Ki t tery  a r e  reporting growing sales levels. Even a t  the  height of the  recession, the 
number of retai l  and  service jobs has been growing in the  K.ittery Labor Market Area. 

2.3 Conclusions 

1. While the region has not been hit as hard as nlosr others in New England. 
the impacts of the recession and cutbacks at the Naval Yard are evidenced 
in rap id ly  rising unentployment. increased welfare caseloads, and 
significanr job losses in the regional economy. The  f u r t h e r  reductions a t  
the  Naval Yard a re  likely to add  stress to the  public assistance system 
and  to  the overall health of the  economy. 
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2. The regional economy provides rt!sidents o f  the four towns with a 
relatively diverse range of jobs. While the f o u r  town KEYS region is 
d o m i n a t e d  by jobs a t  t h e  Sh ipyard ,  t h e  s u r r o u n d i n g  communities 
p r o v i d e  r e s i d e n t s  o f  K E Y S  w i t h  a w i d e  r a n g e  o f  jobs  i n  
manufacturing, sales, finance, and  other services. This  diversity may 
cushion some of the impact. 

3 The growirtg sectors in the regional economy -- retail and tourism -- do not 
of fer  the quality o f  jobs appropriate to fhe skills and wage scale o/ the 
entployees of the Naval Yard. An important  pa r t  of t h e  adjus tment  
process will be attracting new f i rms to the  area who see the high skill 
level of the  residents as a key attraction. 

4. The regio~t is vultlerable given the high number o f  good jobs in the region 
that are concetttrated in only a jew employers. For  example, closure of 
the  Naval Yard would result in tht: loss of about  14 percent of jobs 
held by KEYS residents, and close to 50 percent of the  manufacturing 
jobs in the  Kittery LMA are  associated with Prat t  and  Whitney located 
in  North Berwick. 
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Job Growth By Sector: Kittery LMA 
Index: 1984 = 100 

Percentage Job Growth 

Manufacturing Construction Retail Services Government 
...... ...... + ---o--- A -  -..-..-1.-. 

SOURCE: 1992, Maine Dept.  

of Labor 



Dependence on US.  Government Employment 
KEYS Labor Market Area 

US jobs as % of total 

Kittery LMA 
__3ft__ 

1991 is Preliminarv September Data 

SOURCE: 1992, Maine 
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Table i 

OCCUPATION OF EMPLOYED RESIDENTS 
16 Years + 
(1 990) 

[occupation I Kittery Ezliot York South KEYS] 

/ Prof. Specialty I 14.2% 
1 :3.8% 18.1% 14.1% 

~ e c h .  and Related 

Sales 

Admin Support/ 
Clerical 

Priv. Household 

Protect. Senrices 

Other Services 

Farming/Forestry/ 
Fishing 

1 Precision Production 

/ Machine Operators 

1 Trans./Material Moving 

Handlers/Helpers/ 
Laborers 

-TOTAL 100.0% 1 00.0% 100.0% 100.0% 100.0% 
SOURCE: U.S. Census, 1990. 2 9 
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Table  2 

OCCUPATION OF EMPLOYED RESIDENTS 
dl 

16 Years + h 

Tech. and Related 

(1 990) 

Admin Support1 
Clerical 

Occupation 

Priv. Household 

KEYS York Maine U.S. 

Protect. Services 

Other Services 

- r 

Farming/Forestry/ 
Fishing 

Precision Production 

bi Exec/Admin/Mgmt 

Prof. Specialty 

Machine Operators 

County 
13.6% 11.1% 10.7% 12.3% . 

15.4% 12.8% 13.8% 14.1% 

(Trans./Material Moving 

HandlerslHelpersl 
Laborers 2.7% 

TOTAL 100.0% 100.0% 100.0% 
100.0% Ill8 

SOURCE: U.S. Census, 1990. 
OCCUP2.WK1 30 
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Table  3 

EMPLOYMENT BY INDUSTRY 
Employed Residents 16 Years + 
(1 990) 

South 
York Berwick KEYS 

2.9% 1.1% 3.0% 2.5% 2.5% 

Mining 0.1% 0.0% 0.1% 

Construction 1 7.4% 8~2% 9.7% 7.7% 8.4% 

Manufacturing / 22.6% 23.4% 16.6% 27.2% 21.7% 

Transportation I 3.0% S:I% 2.7% 1.5% 3.0% 

Communications/ 
Public Utilities 

Retail Trade 1 19.2% 18.8% 20.3% 16.2% 18.9% 

2.1 % 3.0% 2.1 % 1.9% 2.2% 

Wholesale Trade 

Finance/lnsurance/ 
Real Estate 

3.1% 3.4% 2.3% 3.9% 3.1 % 

Business and 
Repair Services 

Entertainment1 
Recreation 

Personal Services 

Health Services 8.8% 7.3% 6.6% 

2.1% 3.6% 4.8% 2.5% 3.3% 

Educational Services I 9.1% 7.1% 8.0% 6.6% 7.9% 

Other Professional 
Services 

Public Administration 1 5.5% 3.9'% 6.0% 4.5% 5.2% 

Mt. Auburn Aaroci8trr 

TOTAL 100.0% 100.0 % 100.0% 100.0% 100.0% 

SOURCE: U.S. Census, 1990. 



Table 4 

EMPLOYMENT BY INDUSTRY 
Employed Residents 16 Years + 
(1 990) 

Mining I O. lX  
0.1% 0.1% 0.63% 

Agriculture/t-orestryl 
Fisheries 

Construction 7.7% 7.3% 6.24% 

KEYS York Cty Maine U.S. 

2.5% 1.8% 2.8% 2.69% 

Manufacturing I 21.7% 26.0% 19.7% 17.69% 

Transportation 

Communications/ 
Public Utilities 

Wholesale Trade 3.1% 3.6% 4.38% 

Retail Trade 17.8% 18.4% 16.84% 

Finance/lnsurance/ 
Real Estate 

Business and 
Repair Services 

Personal Services I 3.3% 3.5% 3.2% 3.1 7% 

~dtertainmentl 
Recreation 

Health Services 

Educational Services 

Other Professional 
Services 

Public Administration I 5.2% 3.7% 4.4% 4.79% 

~ t .  ~ u b u r n  Ilrrociatu 9 

TOTAL 100.m 100.0% 100.0% 100.00% 

SOURCE: U.S. Census, 1990. 



Table 5 

EMPLOYMENT RESIDENTS BY TYPE 
Employed Residents 16 Years + 
(1 990) 

Employment Type KEYS York Cty Maine U.S. 

Local Government 

1 state Government 

Mt. Auburn Auaeirtu 

Federal Government 

Self- Employed 

Unpaid Family Workers 

Total 

14.2% 3.4% 

11.5% 7.0% 

0.4% 

100.0% 100.0% 100.0% 100.0% 

SOURCE: U.S. Census, 1990. 



Table G 

EMPLOYMENT RESIDENTS BY TYPE 
Employed Residents 16 Years + 
(1 990) 

SOURCE: U.S. Census, 1990. 

EMPNPE.WK1 

,. 

Employment Type 

Private Salary/Wage 

Local Government 

State Government 

Federal Government 

Self- Employed 

Unpaid Family Workers 

Total 

Kittery Eliot York South KEYS 
Berwick 

57.8% 64.6% 66.8% 68.3% 64.1 % 

6.4% 7.0% 7.9% 7.0% 7.1 % 

4.7% 1.2% 1.5% 1.7% 2.4% 

18.5% 15.4% 10.7% 13.0% 14.2% 

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% 100.0% 100.0% 



AID TO FAMILIES WITH DEPENDENT CHILDREN 
KEYS (1 990 & 1992) 

No. of lndividuals 
No. of Children 

lndividuals as a % of 1989 Pop. 
c3 
P, 
d 
t-' 

W ID 
LA 

4 

No. of lndividuals 
No. of Children 

lndividuals as a % of 1989 Pop. 

SOURCE: Maine Department of Human Services and towns. 
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GENERAL ASSISTANCE 
KEYS (1 990-92) 

GENERAL ASSISTANCE 

No. of lndividuals 
lndividuals as a % of 1989 Pop. 

January 1 991 

No. of lndividuals 
lndividuals as a % of 1989 Pop. 

January 1992 

lndividuals as a % of 1989 Po 

h 
C SOURCE: Maine Department of Human Services. 

f 
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Table  9 

ECONOMIC STRUCTURE OF KEYS REGION 
1990 

MI. A u b w  Auoeistu 

Biddeford 
LMA 

Manufacturing 22.45% 

Construction 4.68% 

TP U 2.23% 

FIRE 5.06% 

Retail Trade 23.65% 

Wholesale Trade 2.78% 

Services 28.80% 

Hotels 2.09% 

Personal 1.16% 

Business 1.72% 

Health 8.95% 

Government 10.34% 

SOURCE: 1992, Maine & New Hampshire Departments of 

3 7 

Portsmouth 
(NH Portion) 

19.32% 

3.47% 

3.08% 

7.89% 

22.62% 

3.20% 

22.58% 

1.1 1% 

1.11% 

3.91 % 

7.1 6% 

1 7.84% 

Labor 

TOTAL 

20.30% 

3.64% 

2.59% 

5.95% 

22.35% 

2.57% 

21.86% 

1.76% 

0.97% 

2.91 % 

6.87% 

20.76% 



Table 10 

YORK COUNTY MANUFACTURING EMPLOYMENT 

Food and Kindred Products 

Ap p are I 

Lumber & Wood Products 

(20 - 99) 0 I 
Textile Mill Products 1,935 1,728 

z Paper Products 

Printing and Publishing 

Furniture 

Rubber and Plastics 

Chemical Products 

(250-499) (250-499) (250-499) 1 

Leather and Footwear 

Fabricated Metals 

Stone,Glass, and Clay 

Machinery, except electric 1 426 642 411 1 

380 115 238# 1 

Electronic Equipment 1 2,256 2,158 2.61b 1 
Transportation Equip. 

Total 1 13,624 13,420 

Source: U.S. County Business Patterns 

Instruments 
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Chapter 3 

Defense Sector of the Regional Economy 

While there are other communities throughout the U.S. that are l ikely  t o  see a 
substantial decline in employment due to cutbacks in the U.S. dc/ense sector, there are few 
communities and only serfera1 olher states as vulnerable as the four KEYS towns and the stare 
of Maine. As noted earlier, the towns of the KEYS region are  highly dependent on 
direct  U.S. government employment, pr imari ly  a t  the  Naval Yard. However, the 
dependence on U.S. defense spending over the past decade went well beyond the direct 
employment a t  the Naval Yard and includes: 

1. direct and indirect employmerit related to [he Naval Yard -- local vendors 
and jobs tied to income of residents employed a t  the Yard; 

2. direct and indirect jobs losses related to the closing o/ Pease Air Force 
Base; and 

3. jobs at other defense contractors and subcontractors in York County and 
New Hampshire. 

The following section looks a t  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 shipbuiIding and submarine industries. Over its long history in 
the region, the shipyard has grown and contracted many times. At its peak during WWII 
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 arid 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 fu tu re  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 f rom which i t  would be di f f icul t  to recover. 

Current Facilities and Services 

The Portsmouth Naval Yard performs a variety of functions fo r  the U.S. Navy 
including repa i r  and  main tenance  of submarj.nes, research a n d  development,  a n d  a 
f e d e r a l  supply  source f o r  o the r  Naval  instal1:ntions. While i t  is best known f o r  i ts  
submarine  work, i t  is also engaged in planning a n d  design (about  25 percent of the  
workforce  is comprised of engineers a n d  engineer ing technicians). Addit ionally,  i t  
procures a wide variety of submarine  supplies f o r  o the r  naval yards. The stock and  
distribution operation has been in existence fo r  several decades. 

At present, the Naval Yard provides services to  the  Navy's "688 Los Angeles" class 
nuclear submarines, as well as servicing prior classes o f  subs, including the 594-, 637.. 
and  688-classes. The Portsmouth Yard is presenf.ly the  only nuclear submarine refueling 
and  overhauling facility operated on the East Coast by the  U.S. government. While i t  no 
longer  makes  submar ines ,  i t  does  m a n u f a c t u r e ,  r e p a i r ,  a n d  t es t  l a rge  a n d  smal l  
components f o r  submarines. 

T o  perform its services, the Naval Yard has extensive facilities. PNSY has the 
capacity to work on six submarines a t  a time. It can work on any  sub built prior to  and  
i n c l u d i n g  t h e  688-class. Housed  on t h e  bast: a r e  a b o u t  200 bui ldings ,  i n c l u d i n g  
laboratories, machine shops, d r y  docks, warehouses, offices, housing, f ive  restaurants, a 
post office, a daycare center, a health clinic, and a fo rmer  federal  prison. About one- 
four th  of the island is used f o r  high-security work f o r  the  U.S. Navy. 

Despite being one of the  oldest naval yards in  the  country, PNSY is in  excellent 
condition. T h e  Navy has invested money a n d  made  substant ia l  improvements to  the 
Shipyard in the  last two decades. In  the  last tert years, approximately $100 million has 
been invested in  various projects including a new1 engineering facility, a totally enclosed 
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and  climate-controlled dry-dock fo r  ship repairs, and a new s t i f f  leg derrick capable of 
heavy l i f t ing needed in performing refuelings.  PNSY is considered to be the  most 
modern facility fo r  performing repairs and  refuelings of the  688-class submarines. 

The Yard boasts state-of-the-art facil i t ies in modern design and  manufacturing. 
I t s  advanced  m a n u f a c t u r i n g  f a c i l i t i e s  a r e  e q u i p p e d  wi th  compute r -a ided  design,  b 
manufactur ing a n d  engineering (CAD/CAM/CAE). O t h e r  faci l i t ies  available a r e  an 
optical equipment repair facility, a transducer repair facility, an  antenna repair facility, 
a calibration laboratory,  combat systems services, a n d  f i r e  control  equipment repair. b 
Among its heavy industrial equipment a r e  machines that  can bend very thick steel fo r  
metal  f abr ica t ions .  T h e  Yard  is also ex tens ive ly  o u t f i t t e d  f o r  doing all  k inds  of 
sophisticated installation work. 

3.1.2 Current and Planned Workload b 

The Navy counts both attack submarines and  missile launching submarines within 
its fleet. The  Polaris, Poseidon, and,  most recently, the Tr ident  a re  the  Navy's missile 
launching subs. The  attack subs still in operation today include the  594-class; the 637- 
class; and  the 688-class (or Los Angeles) submarine, considered t h e  most modern attack 
submarine today. Construction of the 688 submarine began dur ing the  1970s. Sixty-two I 
ships in this class a r e  supposed to be built.  T o  date ,  about 50 have been built. The 
remaining 12 will be built during the next decade by Electric Boat and  Newport News. 
T h e  Seawolf, the newest class of at tack submarine to be built, appears to be a victim of 

i 
the  changing defense  environment. Only one Seawolf has  been built,  and  the second, 
while ordered, may be the last to be built. 

The  workload a t  PNSY is currently driven by the  maintenance and  overhauling 
requirements tha t  occur in  the lifetime of the 688-class submarines. The lifespan of the 
688-class sub is expected to be about 30 years. During i t s  lifetime, i t  is expected that  a 
688 sub will come into port about four  times fo r  major overhauling and  refueling. In 
the  first  7.5 years of its life, the sub typically spends one year in  port  fo r  technological 
modernization. Then a t  I5 years, i t  comes in fo r  a major overhaul a n d  refueling, which 

L. 
requires approximately two years in the shipyard. Another one-year modernization job 
occurs a t  about 22.5 years of i ts  l i f e  span. Finally, a t  30 years, t h e  sub will spend a 

ir 
l i t t le  less than a year  in  port f o r  de-commissioning. I n  addi t ion,  subs undergo two- 
month checkups every couple of years. In  a l l  then, a typical 688-class sub spends about 
f ive  out of 30 years in port fo r  various maintenance a n d  modernization. 

b 
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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 a t  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 f e w  years, PNSY's workload appear,s to be fa i r ly  steady. It begins its f irst  
refueling of a 688-class sub in  October of 1992. In 1993, i t  has one depot modernization 
plan (DMP) scheduled. In 1994, i t  has both another refueling plus a conversion project 
of the USS Memphis into a research and  develclpment ship fo r  the  Navy. No new starts 
a re  yet planned fo r  1995, but the business office a t  the Portsmouth Yard anticipates a 
steady flow of refueling projects f rom 1996 through the year 2,000. 

However, the future  work stream a t  PNSY is no longer guaranteed. The Yard has 
recent ly  begun feel ing the  pinch f r o m  compet i t ion by t h e  p r i v a t e  builders. These 
private yards a re  starting to compete fo r  maintenance work on the  688-class submarines. 
C o m p a n i e s  l i k e  E l e c t r i c  Boat ,  w h i c h  is  s t r u g g l i n g  t o  m a k e  u p  f o r  Iosses in  the  
construction of the  Seawolf submarine,  a r e  beginning to  compete with PNSY for  the 

regular two-month maintenance jobs tha t  mo:it subs f requen t ly  require. Historically, 
two-month m a i n t e n a n c e  jobs comprised f roin  10-25 percen t  o f  t h e  PNSY's annual  
business. In the  past, PNSY used to enjoy a 95 percent success ra te  in  bidding for these 
m a i n t e n a n c e  jobs. I n  jus t  t h e  l a s t  y e a r ,  :PNSY r e p o r t s  los ing  f o u r  o u t  of f i v e  
maintenance bids to private yards. 

3.1.3 The m c t s  on the L o d  E c w o m v  

Direct E m ~ l o v m c n t  of KEYS Res idenu  

The Portsnrourh Naval Shipyard is the second largest employer in rhe srare o f  Maine 
a f t e r  Bath Iron Works, and  is by f a r  the largest employer f o r  the  residents of the KEYS 
communities.  Cur ren t ly ,  t h e  Y a r d  employs  a b o u t  6,400 persons,  mostly civil ians.  
Employment a t  the  Naval Yard has expanded and  contracted over the  decades to respond 
t o  na t iona l  d e f e n s e  needs. Employment  rea-ched a h i g h  d u r i n g  WWII wi th  24,050 
employees. During the 1980s, average employment peaked a t  8,875 in 1983 and  has been 
steadily declining since 1989 (see Charts 14, 15, and  16). 

Employment f o r  residents of the  KEYS towns is  heavi ly  dependen t  upon the  
Naval Yard. According to average annual  datii 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 1991. 
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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 a t  the Yard has declined f rom 
a high of about 43 percent of total jobs in 1984 to 29 percent in  1992, i t  still presents a 
substantial  th rea t  should the Naval Yard close in  t h e  near  fu tu re .  No other  single 
employer in the area accounts for  a similar share of all jobs. 

Vendors to  the Shibvard 

Although PNSY purchases millions of dollars annual ly  in supplies and  services 
fo r  the submarines and facilities on the island, only a small portion of those contracts go 
to private f i rms  located in KEYS towns. T h e  same may be sa id  f o r  the  rest of York 
County and the metro Portsmouth area. Most of the large contracts go to f irms outside 
the immediate area surrounding the Yard. The  period examined was from June 1, 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 f o r  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 a l l  con t rac t s  ($97.6 mil l ion)  a w a r d e d  by the  Navy Yard. 
Altogether, only  one  percent (or $981,085) went to  f i r m s  located in  southern Maine 
(south of Portland). Of total PNSY contracts,  only  0.6 percent (or $544,810) went to 
f i rms  located in  the  f o u r  KEYS towns. Fi rms located in the  Portsmouth, Newington, 
Dover, and  Rochester area,  received $4,983,873 (or 5.1 percent)  in  contracts with the 
Navy Yard. T h e  remaining $91.6 million (or  94%) went to  f i r m s  located outside the 
seacoast region. T h e  reader  should note  t h a t  these f igures  d o  n o t  capture all of the 
purchasing business generated by the Navy Yard. They exclude a n y  sub-contracting to 
local f i rms by outside vendors. As well, some of the local prime contractors may sub- 
contact portions of their contracts to f irms outside the area. (See Table  12.) 

I I m D a c t s  Residents' Inc- 

Local retai l  and  service f i rms in KEYS towns depend in p a r t  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 1991, KEYS residents employed a t  
PNSY collected S56.2 million in wages and  salaries. The  town with  the  largest share of 
employees and  wages was Kittery/Kittery Point, which accounted f o r  642 employees (or 
38 percent of 1,687) and  $20.2 million in salaries and  wages (or 36 percent). Section 4.2 
ana lyzes  t h e  impac t s  t h a t  these wages a n d  sa lar ies  a r e  l ikely t o  have on t h e  local 
economy (see Charts 17 and  18). 

Mt. Auburn hrociskr 



Mt. A u b u r n  A s s o c i a t e s  s u r v e y e d  6 0  r e t a i l  e s t a b l i s h m e n t s  in  t h e  K E Y S  
communities to  learn about  thei r  dependence on business generated by the Shipyard. 
Only one-third of the respondents indicated they were not a t  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 hur t  them a lot. 

In addition, the Yard also pays salaries to a number  of military 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, f o r  example in the commissary, the!/ will probably spend a portion of their 
disposable income in  other KEYS towns. 

Fiscal and Service I m ~ a c u  

The economic activity of the, Yard generzltes a number of sources of revenue for 
local towns and  f o r  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 a re  estimated from indirect and induced jobs 
l inked to the  Naval  Yard, then tha t  total  s ta te  income tax volume rises to the  $14.1 
million level (see Appendix D). These figures represent high-end estimates because they 
make conservative assumptions about f i l ing status a n d  deductions, and  because the  $14.1 
million assumes a l l  jobs associated wi th  the  Yard a r e  located in Maine where income 
taxes are  paid to the state of Maine. In any  even~t, a n y  significant reduction in revenues 
of this magnitude could seriously affect  the state's budget. 

Another source of revenue that  might be a.ffected is local property taxes. Since a 
large number of the  PNSY employees live in KEYS towns, we estimate that  the  towns 
collect  approx imate ly  $2.4 mil l ion in  p r o p e r t y  t a x e s  associa ted w i t h  these  PNSY 
employees.  I f  t h e r e  w e r e  f u r t h e r  s u b s t a n t i a l  r e d u c t i o n s  a t  t h e  Nava l  Yard ,  a 
considerable portion of this important tax  base might become a t  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 a t  the Yard generate other f iscal  impacts f o r  the town of Kittery 
especially. T h e  Yard pays the  town f o r  sewage a n d  water,  a n d  provides added  f i re  
service in kind t o  the town. During the  last f ive  quar ters  (through March 31, 1992). the 
Naval Yard was billed about 556,000 on average f o r  sewage disposal. During 1991, the 
Yard paid a total sewage bill of 5223,477 based on a portion of the  f ixed and  operating 
costs of operating and  maintaining the town's se:wage treatment plant. In essence, the 
Naval Yard helps to lower rates fo r  al l  other users ( including a portion of users i n  Eliot) 
because i t  is such a large consumer. 
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The Portsmouth Naval Yard has the same cost reduction effect  per unit  on water 
consumption fo r  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 a n d  was  billed $1.1 million. PNSY is es t imated to  consume about  65-70 
percent of the total flow in the water district. 

Final ly ,  t h e  Yard  c u l t i v a t e s  a good ne ighbor  re la t ionsh ip  wi th  K i t t e r y  by 
p rov id ing  f r e e  b a c k u p  f i r e  p ro tec t ion  t o  a r e a  res idents .  T h e  Y a r d  m a i n t a i n s  a 
substantial f i r e  protection crew to service the island and  a couple hundred units owned 
by t h e  Navy  loca ted  i n  K i t t e r y .  I n  a d d i t i o n ,  t h e  N a v y  c o n t r i b u t e s  to  t h e  local  
community in other ways, including the Mutual Aid program,, providing scholarships to 
focal school ch i ld ren ,  a n d  opera t ing  the  Chris tmas Caravan,  which delivers toys to 
underprivileged children in the area. 

The  Shipyard has  a s ignif icant  impact  on the  housing marke t  in  local towns. 
Aside f rom 200 Depar tment  of Defense-owned housing uni ts  f o r  mi l i tary  employees 
located in Kittery,  civilian employees of PNSY make up  a large portion of al l  housing 
units in KEYS towns. Because employees make up  22.5 percent of the  employed labor 
force  in KEYS, we estimate tha t  approximately  15-20 percent of all housing units in 
these towns a r e  occupied by PNSY employees ( the  adjus tment  downward  is made to 
account fo r  households headed by unemployed persons, persons outside the labor force, 
and  seasonal housing). T h e  closure of t h e  base, o r  s ignif icant  layoffs  would greatly 
exacerbate the present decline in the value of the local housing market. 

m c t  on the  Skill  B u  

While information on the  occupations of KEYS residents employed a t  the  Naval 
Y a r d  is  n o t  a v a i l a b l e ,  i n f o r m a t i o n  i s  a v a i l a b l e  f o r  a l l  PNSY employees .  T h e  

occupational mix includes 38.8 percent whi te  collar  (including engineering, scientific, 
technicians,  c ler ical ,  a n d  manager ia l )  a n d  61.2 percent  b lue  co l l a r  t rades  (welders, 
machinists, electricians, etc.). The  workforce is tremendously well-trained given the high 
level of sophistication required by advanced nuclear industrial processes. 

Over t h e  years, t h e  Shipyard has played a n  impor tan t  role i n  the  economy of 
providing in tens ive  t r a i n i n g  to  non-college bound youth. T h e  Yard's t r a in ing  and  
apprenticeship program worked with over 100 individuals every year in  engineering, the 
trades. and  environmental monitoring and  controls. T h e  apprenticeship program runs a 
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four-year program in 20 di f ferent  trades. The  net result has been to build the human 
capital base in the region. Workers trained a t  the Naval Yard a re  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. 

I m ~ a c t s  of Recent 1,avoffg 

Local towns have recently had a taste of the impacts of reductions a t  the Naval 
Yard. In the  last  two years, 980 PNSY employees have been laid o f f .  In  1991, 380 
received severance notices and  another 600 received pink slips this May. The first  group 
in  1991 were employees with less senior i ty  t h a n  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 f rom these 
staff  reductions (and of the methodology used) is presented in section 4.2, we estimate 
t h a t  KEYS towns took a substant ia l  h i t  f o r  the i r  sha re  of lost jobs and  wages. We 
estimate that  220 of the  980 lost jobs a t  PNSY were jobs held by KEYS residents. In 
annual  payroll, KEYS towns lost approximately $7.3 million in  1991 dollars. The  full 
e f f e c t s  of these reduc t ions  i n  t e rms  of ind i rec t  job losses i n  retai l ,  out-migration, 
unemployment, income loss, and declining tax relrenues remains to be seen. However, we 
can expect the length of unemployment and  its ensuing costs to  be greater because the 
overwhelming major i ty  of c iv i l i an  employees wish t o  remain  i n  t h e  a rea  a n d  face  
di f f icul t  chances f o r  re-employment within simililr industries and  occupations. 

Based on records kept by the  Worker Assistance Center in  Kittery, approximately 
138 (or 36 percent) of the 380 workers laid o f f  in 1991 had either found  work, relocated, 
or  left  the workforce. Of the  remaining 242, about 147 (or nearly 61 percent) have or  
still a re  actively using the Center's services. Out  of that  147, 62 were using the Center 
o n l y  f o r  job placement  (42 percent) ,  a n d  t h e  o ther  85  (58 percent)  were  using job 
t r a i n i n g  services  provided t h r o u g h  t h e  Center .  Of 55 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 C o m ~ e t i t i o n  

With current  and fu tu re  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 in  t h e  size of the  Navy's fleet. As the  workload f o r  new ships and  
submarines changes, the compet i t ion among shipyards  is heat ing up. T h e  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 to ta l  of six shipyards  equipped fo r  handl ing 
nuclear  powered ships.  T h e  largest  of these  a r e  Norfolk in Portsmouth, Virginia; 
Bremerton, Washington; and Charleston, South Carolina. Each of these yards is capable 
of handling ships as  large as a i rc ra f t  carriers. T h e  Navy operates two yards on each 
coast that are  devoted to servicing submarines -- Mare Island in Valleho, California, and  
t h e  P o r t s m o u t h  N a v a l  S h i p y a r d .  T h e  s i x t h  s h i p y a r d  is  P e a r l  Harbor ,  which  is 
strategically located in the f a r  Pacific. All six yards a re  capable of submarine repairs. 

In addit ion to these six naval yards, there a re  two private shipyards -- Electric 
Boat in  Gro ton ,  C o n n e c t i c u t  a n d  N e w p o r t  News S h i p b u i l d i n g  i n  Newport  News, 
Virginia .  These  two  companies  bu i ld  s h i p s  f o r  t h e  Navy,  inc lud ing  the  688-class 
submarine,  which i s  the  mainstay of PNSY's cur ren t  r epa i r  workload.  T h e  pr ivate  
companies, like Electric Boat in Groton, Connecticut, have large cash reserves capable of 
sustaining them in times o f  transition. Electric Boat employs nearly 22.000 and Newport 
News employs  a b o u t  25,000, w h i c h  ra i ses  t h e  po l i t i ca l  s t a k e s  s h o u l d  t h e  f e d e r a l  
government have to make choices of places to  cut  back shipbuilding a n d  repair capacity. 

PNSY is facing i ts  greatest competi t ion right now f rom Electric Boat, which is 
building both the  688-class a n d  t h e  next  class of nuclear  subs, the  Seawolf. Because 
construction of new subs has slowed, Electric Boat has seen i ts  workload significantly 
decline. I t  i s  now t rying to  c a p t u r e  more  of the  maintenance work that  is currently 
going to  PNSY. Electric Boat recently appeared before Congress making the  case for  
assigning i t  more repair  work. With the  overal l  reduct ion i n  work, there  is  surplus 
capacity that  will af fect  ei ther the naval yards, the private companies like Electric Boat, 
or  both. 

Should the  Navy decide to mainta in  just one public yard  on  the  East Coast for  
submarine repair, another potential competitor is Charleston, S'outh Carolina. Charleston 
a lso  repa i r s  s u b m a r i n e s  a n d  is a b o u t  t h e  s a m e  s ize  a s  PNSY. B u t  a c c o r d i n g  t o  
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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. I t  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 a t  repairing class-688 subs. Evidence of this claim exists in  the  
record PNSY holds fo r  the lowest cost and shortest duration f o r  a depot 
modernization job on the SSN-706 in ,1991. Typically, this job requires 
12 months, but PNSY completed the work in  just n ine  months. This 
f igure  was compared against similar jobs done  a t  o ther  yards  in  the  
country; 

+ PNSY is specially equipped for handling maintenance work. It is costly 
to switch from constructing subs to re~la i r ing them. While a yard that  is 
equipped and  s t a f f e d  to build subs can make  the  transit ion 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 o.f trades. For example, to build a 
sub  requires  near ly  ten times a s  many metal  workers  a s  i t  takes to  
overhaul. Overhauling involves more internal work, and  refueling takes 
special equipment; 

+ PNSY's facilities a r e  modern and in good repair. In the  past f ive  years, 

the Navy has made significant investnltnts in  the modernization of the  
facilities including new d r y  dock and tierrick; 

+ the  Naval  Yard has a greater impact on a relatively rura l  community 
w h e r e  i t  i s  b y  f a r  t h e  l a rges t  employer ,  t h a n  i n  t h e  m o r e  u r b a n  
environments of its competitors. 

On  t h e  o ther  hand,  the re  a r e  some corr~pet i t ive  disadvantages  t h a t  m a y  work 
against the Naval Yard. These include: 

+ the Naval Yard is not diversified enough. The  other yards a re  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 a re  coming on-line. This could give strength 
to the argument to shi f t  repair work to builders. 

3.1.6 The Fu turc  

U.S. Militarv S ~ e n d j n q  

PNSY's f u t u r e  is integrally tied to realignments in world security and growing 
pressure to reduce the  federal  defici t .  Spending f o r  nat ional  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 fo r  $281 billion is down in real terms by 4.5 percent f rom the  proposed 
FY92 budget. 

The cuts being made represent a sh i f t  in  strategic defense planning. Strategies 
have changed in the areas of R&D, procurement, a n d  base forces. Last year (FY92), the 
focus was on cu t t ing  back current-generat ion procurement programs and  on reducing 
active military personnel f rom 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) at tack submarine built by Electric Boat. 

Current  plans f o r  the  N a v y  show reduct ions  in  ac t ive  d u t y  military personnel 
from 583,000 in  1990 to 501,000 (14 percent) by 1997. Navy research and  development is 
expected to decline in  current  dollars f rom $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. technoIogica1 advantage. So too, modification 
a n d  upgrading of exis t ing weapon systems will l ikely be a pr ior i ty  in leaner budget 
times. 

The  reductions in  procurement of existing-generation a n d  cancellation of next- 
generation obviously reduces the overall size of the  Naval fleet. This reduction affects 
PNSY i n  two  ways: f i r s t ,  t h e r e  a r e  f e w e r  n u m b e r s  of s h i p s  need ing  repair; and,  
secondly, there a r e  more yards  competing f o r  maintenance work with PNSY i:uch as 
Elect r ic  Boat). T h e r e  is  o n e  next-generat ion s u b m a r i n e  on  t h e  d r a w i n g  board, the 
Centurion, which if  i t  goes into production might generate work f o r  PNSY in  the distant 
fu ture .  However, i t  is l ikely to  be a small  class of submar ine  i n  number  a n d  size, 
designed to need less maintenance. 

tim 
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The Base Closure Process 

The procedure for  selecting and finalizing base closures is d i f ferent  today than it 
was two decades ago when closure decisions tended to be highly politicized and  often 
a r b i t r a r y .  T h e  n e w  process is des igned t o  ensure  a timely, independent,  and  f a i r  
outcome. Current selection criteria weigh the mi.litary value of the installation, the costs 
versus savings  o f  closing o r  rea l ign ing  t h e  ins ta l l a t ion ,  a n d  t h e  impac t s  on local 
communities and  the environment. 

That  process begins with the Secretary of Defense, who submits a list of proposed 
base  c l o s u r e s  a n d  r e a l i g n m e n t s  t o  t h e  D e f e n s e  Base  C l o s u r e  a n d  R e a l i g n m e n t  
Commission, a n  e igh t  member i n d e p e n d e n t  body appointed by t h e  President. The  
Commission reviews that  list to see that  it conforms with the  force-structure plan and  
selection cr i ter ia  developed by the  Depar tment  of Defense and  Congress. The  force- 
structure plan is developed before the base closure and realignment process begins, and 
i t  describes the  national security needs f o r  a six year period. T h e  Commission may 
recommend changes  to the  closure a n d  real ignment  list when they f i n d  i t  deviates 
substantially f rom the force-structure plan. 

When the Commission has finalized the list, i t  forwards  i t  to  the  President who 
must sign or  veto the list, but cannot alter it. Finally, Congress must accept o r  reject the 
list a f t e r  presidential approval. Only the Commission may revise the  list if the President 
disapproves of i t  in whole or  in part. T h e  f i rs t  list was released in  1991. The  process is 
scheduled to repeat again in 1993 and  1995. Unless the statutes a r e  changed, the process 
and  criteria f o r  choosing bases to close should rermain the  same. 

If there is a decision to close the PNSY, i t  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 f ive  years between the  time of the  decision and  f inal  
sale and  conveyance. Existing orders would have to  be filled and  f u t u r e  planned work 
reassigned to  o ther  yards. An economic a n d  environmental  impact  assessment would 
have to  be done,  along with local community  organizing a n d  planning fo r  reuse and  
redevelopment. 

According to  most knowledgeable sourcc:s, the  f u t u r e  of the  Portsmouth Naval 
Shipyard could take one of several paths. The  optimistic scenario is the Yard remains 
open indef in i t e ly  employing the  same number  i t  presently employs, 6,400. Another 
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scenario is that  i t  remains open indefinitely but is forced to make fur ther  reductions in 
size, operat ing more in the 5,000 employee range. A third scenario is that the Naval 
Yard is closed within the next f ive  to 10 years and redeveloped fo r  new uses. 

In order fo r  the Yard to continue operating a t  the  6,400 or  greater employee level 
would require a commitment from the Pentagon to maintain ;and use the facil i ty to  its 
potential. Whether those uses would be ent i re ly  public,  or  perhaps a combination of 
public and private contracts, would be a n  important factor in  determining employment 
levels. Any  s teps  to  a l low p r i v a t e  a c t i v i t i e s  to  occur  on the  Yard,  would require  
legislative approval. 

Sources fami l i a r  wi th  PNSY operations say t h a t  operations a r e  most l ikely to 
stabil ize a t  abou t  the 5,000 employee level. However, this f igure depends upon what 
aspects of current  operation remain in tact. Certain research a n d  industrial  activities 
cou ld  c o n t i n u e  a t  t h e  Y a r d  u n d e r  a ske le ta l  m a n a g e m e n t  s t r u c t u r e ,  whi le  o the r  
management and  support functions might not. For example, it is possible that  the  Navy 
migh t  dec ide  t o  consol idate  purchas ing  o r  payrol l  opera t ions  of several  d i f f e r e n t  
installations. If these functions a re  carried on elsewhere, then the workforce a t  PNSY 
c o u l d  d r o p  s u b s t a n t i a l l y .  H o w e v e r ,  m a i n t a i n i n g  a n d  o p e r a t i n g  t h e  i n d u s t r i a l  
infrastructure would require 3 critical mass of workers. These structural  changes would 
not only a f fec t  total employment, but occupational mix. Overall reduction might af fect  
a l l  occupations proportionately,  o r  might occur wi th in  cer ta in  occupations if  certain 
management divisions such as payroll a re  relocated. 

The  f a t e  of the KEYS communities and the s ta te  of Maine is integrally tied to 
the  f u t u r e  of the  Portsmouth Naval Shipyard given its important fiscal, economic, and  
service impacts on the  region. For  generations, the livelihood of many businesses and 
residents has depended upon the jobs and  economic activity generated by the Shipyard's 
presence in these communities. Although i t  does not pay taxes directly, the  Shipyard's 
employees help  pay a s ignif icant  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 t h a t  fu r the r  reductions, o r  the  closing of the  Yard,  would have on the 
region's towns and  on the state. 

I t  is very difficult  to assess the  f u t u r e  of the Portsmouth Naval Shipyard a t  this 
time. There  a r e  knowledgeable people who express both optimism a n d  skepticism that  
the  Yard will remain open into the  21st Century. T h e  changes underway in  the  world 
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and  in  national policy make predictions guesse:; a t  best. If the Yard remains open, it 
will come because of strategic requirements colnbined with top notch performance by 
the  Yard's s taf f  and  equipment. If the Yard closes, new opportunities and challenges 
f a c e  t h e  f o r m e r  employees  a n d  r e s i d e n t s  of KEYS.  T h e r e  a r e  success fu l  base 
redevelopment effor ts  to examine, such as that  of Boston's Charlestown Naval Shipyard, 
which now includes advanced medical laboratories, government  offices,  and  pr ivate  
housing. 

3.2 Economic Impacts Related to the  Closing of Pease Ai r  Force Base 

Pease  A i r  Force  Base, loca ted  b e t w e e n  N e w i n g t o n  a n d  P o r t s m o u t h ,  New 
Hampshire and just a very short distance f rom 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 1ong1:st runway in the Northeast. 

In 1988, much of the  Seacoast region was t aken  by surpr i se  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 werc: not included in much of the planning 
work associated with both the closure and  the  plans f o r  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  a re  now 
very interested in how plans fo r  the reuse of Pease will af fect  the  economic well-being 
of their  residents. 

3.2.1 Role of Pease in the Regional Economv 

At ful l  operation, Pease Air Force Base enlployed over 4,500 mili tary and  civilian 
workers  a n d  h a d  a base-related populat ion of a b o u t  10,700. Moreover, t h e  a n n u a l  
payroll of the base was estimated to be about $1  10 million. Given these numbers, i t  is 
not surprising that  the  announcement of i ts  closing led to  concerns i n  the  local economy. 

However,  i t  is i m p o r t a n t  t o  no te  t h a t  Pease  A i r  F o r c e  Base played a ve ry  
di f ferent  role in the local economy than does thf: Portsmouth Naval Yard fo r  a number 
of reasons: 

+ most of the employees associated with the Base were mili tary 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 associ.ated with the Base, 
about 500 were held by spouses of military personnel; 

+ a large number of personnel lived on base; 

+ the civilian workforce a t  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 expendi tures  of the  
military personnel was spent on base. 

Given these differences, one can not compare the  impact tha t  the Pease closing 
had on the Seacoast region with the depth and breadth of the impacts that  layoffs a t  the 
Naval Yard have had, and could potentially have'on the  region. 

3.2.2 Proiected Regional Economic I m ~ a c t s  

Prior to its closing, the  Air Force provided estimates on the  impact that  Pease had 
on the  local economy. According to i t s  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 milIion worth of economic activity each 
year .  R K G  Associa tes ,  a D u r h a m - b a s e d  c o n s u l t i n g  f i r m  w o r k i n g  f o r  t h e  Pease 
Development Author i ty  (PDA), undertook i t s  own es t imate  of impacts. According to 
RKG, the Air  Force figures were overblown. Since the  Air Force d i d  not spend much 
money locally, t h e  mul t ip l ier  impact was much lower t h a n  estimated.  According to 
RKG, the total impact of Pease on the local economy was about $100 million a year. 

While the  impact of the  Pease closing was mitigated by a number  of factors, those 
examining the impacts d id  identify far-reaching and  extensive negative economic effects 
of the closing. These impacts included: 

1. A large number o f  civiliatls lost their jobs. There was a total o f  1.088 
civilia~t jobs associated with the Base. 

2. In additiort to the housing owned and rented by civilians working at the 
Base. a number of the military personnel lived off-base. An impact study 
by R K G  estimated that  about $7.6 million was spent on  allowance f o r  
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quar ters  -- primari ly  f o r  rentals. It was es t imated t h a t  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 affected by  the loss in direct spending b y  the Base. 
Local spending by Pease in the  regional economy amounted to $35.2 
million in FY 1989. R K G  estimated that employment associated with 
that local spending using RIMS model totaled 432 employees. The loss 
of these 432 jobs was estimated to in~:rease the unemployment rate in 
the three counties by .2 percent. 

4. Many local businesses were a f f e c t e d  b y  the reducf ion i ~ t  consumer 
expenditures in the local economy due to the moventetrf o f  a large number 
o f  military personnel and the loss of payroll o f  [he civilian employees. A 
port ion of the  payrol l  of t h e  mi l i t a ry  pe rsonne l  a n d  the  civil ian 
employees was spent in the local economy. R K G  estimated that about 
$68 million in local consumption would be lost. This  translated into 
an  additional 1,267 jobs. 

RKG's s tudy  on impacts summarized t h e  wors t  case scenar io  as being: total 
annual output in all of the regional industries call be expected to decline by nearly $102 
million. Associated with the decline in output is a loss of over $57.6 million in regional 
earnings. Job losses total 2,787, which broken clown includes 432 jobs lost d u e  to the 
reduction in Base spending in the local economy., 1,088 direct  civil ian jobs a t  the Base, 
and  1,267 jobs tha t  a re  sustained by the  off -base  personal consumption expendi ture  
supported by the Base payroll. 

However, R K G  also noted a number  of mi t igat ing fac to rs  t h a t  were likely to 
reduce the magnitude of the  impacts. These mitigating factors included the fact  that  a 
number of the jobs being lost were currently held by mili tary personnel working part- 
time or  by their  spouses. A second mitigating factor  was that  the  closing of the Base 
exchange would lead to  a redirect ion of some consumption i n t o  t h e  local economy. 
Given these mitigated factors, R K G  estimated tlhe net  employment impact to  be 1,307 
jobs, which would lead t o  a n  increase  in t h e  local unemployment  ra te  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 impac t  of t h e  closure. T h e  overall 
decline in the real estate market in New England coincided wi th  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 g,eneral agreement that  the 
closing exacerbated an  already volatile market. According to local realtors: 

+ property values in  the  region declined by between 30 percent and 50 
percen t  i n  those communi t i es  w i t h  l a rge  numbers  of Pease-related 
residents. According to cur ren t  MLS statistics, thc average price has 
dropped f rom about $200,000 in 1988 to about $150,000 today; 

4 sales declined by about 75 percent since the  closing; 

4 HUD buyouts helped prevent fu r the r  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 Ncwington Mall. which opened in the late 1970s. has seen a steady out- 
migra t ion  of re ta i l e r s  s ince  t h e  closing.  However ,  much of  t h i s  has  been d u e  to 
competition with the Fox Run Mall and the  general economic environment. Again, i t  is 
d i f f i c u l t  to  s e p a r a t e  o u t  t h e  impac t s  re la ted  t o  t h e  recession f r o m  those tha t  are  
specifically due to the Pease closing. 

While i t  is clear that  the closing came a t  a d i f f icul t  time in the  regional economy, 
a n d  resulted in job and  income losses to  a r e a  residents, the re  seems to  be consensus 
amongst those interviewed t h a t  t h e  closing d i d  not have  a n y w h e r e  near  t h e  impact 
anticipated. 

Clearly, most of the economic impact associated with the closing of Pease hit  the 
surrounding towns of Dover, Rochester, Portsmouth,  a n d  N'ewmarket hardest. These 
towns had the  largest contingents o f  off -base  personnel a n d  thei r  families. Of active 
d u t y  p e r s o n n e l  l i v i n g  o f f - b a s e  a b o u t  24  p e r c e n t  l i v e d  i n  D o v e r ,  20 percent  in  
Portsmouth, nine percent in  Rochester. These communities experienced loss of a large 
number of residents -- with related impacts on school enrollment a n d  town revenues. As 
just one example,  Portsmouth had to  a d j u s t  i t s  school system t o  t h e  loss o f  over  20 
percent of its students. 

Fiscally, those communities in close proximity to the  Bast were also most a t  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 f i r e  department. 
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This is not to  say that  there was no impact on KEYS communities. About four  
percent of the military personnel lived in the Be:rwicks and four  percent in Kittery. In 
addi t ion,  f o u r  percent  of Pease civil ian employees l ived in the  Berwicks a n d  three 
percent in Kittery. In all, the Pease closing lefst about 180 residents of the four  KEYS 
towns without work. There  has been no folloa)-up on these residents, so i t  is unclear 
how many of them left  the community, how many found alternative employment, and 
how many remained  unemployed f o r  a long period. Indirect  employment  losses in 
southern Maine were  probably minimal since clnly 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 c1osi:ng fu r the r  eroded a n  already depressed 
housing market. In terms of the housing market., realtors said most of the declines were 
fel t  in Kittery, Eliot, and the Berwicks. In South Berwick and Eliot, selling prices for 
single family homes declined f rom approximately S120,000 to about $95,000. In Kittery, 
the  average selling price is down to abou t  580.000. Properties in  York tended to be 
owned by officers and sold relatively quickly. 

Plans fo r  the Future 

At this point, the most significant aspect of the Pease closing f o r  the four  towns 
in the  KEYS region is the plans for  its redeve1or)ment. The  type and  level of economic 
a c t i v i t y  developed a t  Pease over  the  nex t  d e c a d e  wi l l  p r o b a b l y  be  key to  the  re- 
employment prospects of Shipyard workers. T h e  redevelopment plans have, however, 
had somewhat of a rocky beginning. 

Since i ts  closing was announced in 1988, F'ease has been the  focus of very heated 
debates within the  region. Environmentalists have been a t  odds  wi th  those who have 
supported aggressive redevelopment plans and  communities such as Newington, the  most 
seriously impacted by the  plans, have had di f ferences  wi th  other  local towns. While 
p l a n s  f o r  redeve lopment  a r e  proceeding,  t h e y  a r e  be ing  a f f e c t e d  by c o n t i n u i n g  
controversy, most notably by a lawsuit f i led by the Conservation Law Foundation. This 
lawsuit charges tha t  the Air Force, the EPA, and the FAA failed to  develop necessary 
emission control plans related to potential a i r  pollution. 

S i n c e  1990 ,  t h e  p l a n n i n g  f o r  t h e  Base  h a s  been  o v e r s e e n  by t h e  Pease  
Development Author i ty  (PDA). T h e  New Hampshire  legis la ture  provide PDA with 
re la t ively  broad powers a n d  wi th  S50 mill ion in  bonding  au thor i ty .  T h i s  bonding 
authority has supplemented significant federal, state, a n d  local resources associated with 
the closing. 
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The  most notable act iv i ty  of PDA has been negotiations with Deutsche Airbus 
North America. This f i rm is considering developing a maintenance facility a t  the Base 
that  could employ up  to 2,000 workers. The Seacoast region is competing with a number 
of other locations fo r  this facility. One of the concerns of 1:he company has been that  
there a re  not enough skilled mechanics in the  region. As a result, PDA placed ads in 
newspapers n a t i o n w i d e  a n d  received 225  responses. i t  does  not  appear  that  PDA 
considered how skilled, laid-off  Naval  Yard  workers could be re t ra ined to meet the 
company's needs. T h e  German  company has  recent ly  gone through a restructuring,  
resulting in a delay in its location decision. 

So far, the PDA has successfully at tracted two enterprises to Pease: 

I .  Busirress Express. a comnruter airline. is locating a nraintenance jacilily at 
Pease. According to thei r  agreement,  the  company will employ 200 
people within the f i rs t  year, 300 jobs by the  end of the second year, 
and  400 jobs by the  en-d of th i rd  year. According to  the company, 
maintenance personnel arc  paid between S25,000 and  $30,000 annually. 

2. A ledera1 State Departnre~tt visa arrd passport processing center will be 
located at Pease. It i s  projected t h a t  the re  wi l l  be a b o u t  400 jobs 
associated with the  location of a federa l  visa center. Few of these 
jobs will be permanent, civil service jobs and  most will pay between 
only $7 and  $9 an  hour. 

T h e  PDA has  hi red a f i rm,  JBF, t o  develop a market ing plan f o r  Pease. The 
focus  of i t s  e f f o r t s  i s  aviation-oriented.  I t  is a t t empt ing  to  a t t ract  regional airlines, 
aviation overhaul and  maintenance facilities, priority parcel and  a i r  cargo services, and  
a i rc ra f t  and  component manufactur ing.  T h e r e  a r e  also attempts a t  at tracting a hotel 
and  conference center  associated with the  airport-related activities. In terms of non- 
a v i a t i o n  uses, most of t h e  in te res t  in  t h e  Base h a s  c o m e  f r o m  businesses seeking 
warehousing and  distribution space. The  si te is considered attractive fo r  this use due to 
its good transportation networks (port, rail, and  highway). 

In reviewing the  plans f o r  Pease i t  is important to  note tha t  the  lawsuit by the 
Conservation Law Foundation can have a n  impact on i ts  f u t u r e  developrncnt. Secondly, 
PDA is fac ing enormous competi t ion f r o m  s imilar ly  closed bases a round  the  county. 
M a n y  c o m m u n i t i e s  a r e  a t t e m p t i n g  t o  r e a c h  t h e  s a m e  a v i a t i o n - o r i e n t e d  market .  
Significant s ta te  a n d  local incentives a r e  being o f fe red  t o  companies willing to locate 
aviation-related uses in closed military bases. 
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3.3 Other Defense Contractors in York County 

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

1. Deparfnrerrt o f  Defense prinre contractors located in the region: 

2. comparries [hat cotrtracf lvifh Department o f  Defense prime corrfractors /or 
a certairr proportion o f  their business. 

T h r o u g h  t h e  e f f o r t s  o f  t h e  Maine  S t a t e  P l a n n i n g  O f f i c e ,  which  h a s  been 
completing research on t h e  state 's  dependenc:e on d e f e n s e  spending as par t  of the 
Governor's Task Force on Defense and  the Maine Economy, information is available on 
o t h e r  pr ime c o n t r a c t o r s  a n d  subcont rac to rs  in York  County.  U n f o r t u n a t e l y ,  less 
information is available on companies in New Hampshire that  ei ther contract directly 
with the Department of Defense or subcontract. Mt. Auburn Associates was also able to 
ident i fy  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 
i n  the  York County/Por tsmouth a rea  tha t  d o  some level of de fense  contracting. We 
interviewed 24, or 80 percent. o f  these companies. Our estimates are [hat itr this economic 
region there are approxinrately 1.400 additional definse-related nranu facturing jobs. 

Of these companies, very few are  dependent on the  defense industry f o r  over SO 
percent of their  sales. We identified six companies that  were highly defense-dependent. 
Of these, only two -- Saco Defense a n d  Fiber  Materials -- employ a relat ively large 
number of residents. 

Saco Defense, headquar tered in Saco, m;~nufac tu res  machine guns and grenade 
launchers. T h e  company went through a major tiownsizing about two years ago with a 
reduction of about 200 jobs. T h e  company has been relatively stable since. The  future  
of this company is tied to i ts  ef for ts  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 
a n d  rockets .  T h i s  p r iva t e ly -he ld  company ,  owned  by a n  en t r ep reneur  f r o m  
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 f'aces serious challenges in 
developing new commercial products in  l ight  of f u r t h e r  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 a r e  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 Prat t  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 

t h e  m a r k e t i n g  a n d  e n g i n e e r i n g  sk i l l s  t h a t  l a r g e r  c o m p a n i e s  h a v e  t o  p u r s u e  
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  tha t  many of the subcontractors expected addi t ional  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 a t  that time and  have now 
sta bilized; 

+ 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  u p  unt i l  last year, i t  was about  99 percent defense-dependent. 
After  losing a major defense contract, i t  undertook a diversification 
s t rategy tha t  has so f a r  worked. Today,  i t  reports  t h a t  only f ive 
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percent of sales a r e  defense-related, a n d  i t  has  preserved all 16 jobs 
from last year. Simplex Wire and  Cabl~: also reports having reduced its 
defense dependency over the past f ive  years; 

+ a couple of companies reported that  tlieir mi l i tary  sales have actually 
increased, and  they a r e  optimistic about  retaining or  expanding their 
market  share. Companies tha t  make very specialized products or a re  
dependent on research and  development dollars have actually seen some 
improvement  in  sales. Moreover, wi th  contract ions  in  the  industry,  
their competition has been reduced; 

+ a number  of companies have been actively pursuing new markets and  
new products. They a re  hopeful that  th.ese effor ts  will help them adapt 
to changing market conditions. 
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Table 1 2  

PORTSMOUTH NAVAL SHIPYARD 
Purchases by Region 
June 1,1991 - May 31,1992 

Other S. Maine I $232,8 15 $203,460 $436,275 0.4% 1 

Portsmouth Metro 

NOTE: 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. 

$3,166,498 $1,817,375 $4,983,873 I 
GRAND TOTAL 
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$56,102,699 $41,507,000 $97,609,699 100.0% 
SOURCE: Portsmouth Naval Shipyard, 1992. 



Chapter 4 

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 
ad jus tment  process of both workers  a n d  communit ies .  There  a r e  some general 
conclusions that can be reached about the potential impact of layoffs in the defense 
industry: 

+ Clerical worker$ have low skill and  education levels, which usually 

work against people when job hunting. However, because clerical skills 
used in a defense company are the same as clerical skills in a civilian 
firm, these workers do not have the problem of having skills that are 
only defense-related; 

+ The professional . . workers. sclentts neert 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 wQLbUS. both m l l e d  and l e e  face the problem of 
dec l in ing  jobs i n  m a n u f a c t u r i n g  na t ionwide .  Most product ion  
occupa t ions  f o u n d  in  de fense  f i r m s  a r c  a l so  f o u n d  in  c iv i l i an  
m a n u f a c t u r i n g  f i rms .  However ,  r e t r a i n i n g  may be  needed  f o r  
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. Low- 
skilled 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 manufactur ing industries also provide 
i n s i g h t s  i n t o  u n d e r s t a n d i n g  how p r o d u c t i o n  w o r k e r s  f a r e  w h e n  l o o k i n g  f o r  
reemployment. Efany 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 bejore. 

Studies of the impact that defense cuts have on regions a re  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  numbc:r of jobs being affected.  T h e  overall 
dependency of the region on defense-related enlployment 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 differ en^: economic situations have concluded: 

+ each add i t iona l  percentage point  of unemployment  a d d e d  one to f o u r  
weeks of joblessness;' 

+ male workers who a re  already likely to s u f f e r  large  losses will be even 
more severely hur t  if unemployment is high in their local labor market. 
Studies of unemployment insurance clai~;nants a n d  displaced steel workers 
show that  the loss fo r  a given year can double if unemployment is about 
one-third greater than the national average; 2 

+ older workers who lost thei r  jobs between 1966 a n d  1969, a period of 
relatively low unemployment, generally d i d  not  exper ience a wage loss. 
However ,  o l d e r  w o r k e r s  w h o  los t  t h e i r  jobs  i n  a p e r i o d  of h igher  
unemployment, between 1969 and 1978, cxperienced a n  average wage loss 
of six percent on their next jobs; 3 

-----------------------------------*------------------------ 

l ~ a s k  F o r c e  on  Economic  A d j u s t m e n t  a n d  Worker  Dis locat ion,  - ~ m i ~  
Ad iustme nt  and Worker Dislocat ion in a C o m ~ e t i t i v e  Society, (Report  of the Secretary of 
Labor's Task Force on Economic Adjustment an.d Worker Dislocation, Washington, D.C., 
December 1986) p.15 

' ~ o u i s  Jacobson and  Janet Thomason, Earninas Loss Due to  Disblacemenl (The 
Public Research Institute, Center for  Naval Ana:lyses, Alexandria, Virginia, August 1979) 
p.2 

. . .  
3 ~ a v i d  Shapiro and  Steven H. Sandell, Ane D ~ s c r l m t n a t i o n  and  J.abor Market 

P rob lems  of  Disb laced  O l d e r  Male   worker:^ ( R e s e a r c h  R e p o r t  Series:  N a t i o n a l  
Commission f o r  Employment Policy, Washington, D.C., June 1983) p.21 
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+ adverse  economic cond i t ions  a r e  shown to  contr ibute  significantly to 
permanent withdrawal from the labor market;4 

+ high a r e a  u n e m p l o y m e n t  r a t e s  i n c r e a s e  t h e  e x p e c t e d  d u r a t i o n  of 
joblessness, particularly for  blue-collar and  female w o r k : e r ~ . ~  

Even in areas wirh low unemployntent, ex-defense workers can experience hardships in 
findirtg relevant reentploymetrt. This is parficularly true i f  ntost o f  ihe available jobs are in 
the service, and not the mattufacturing, sector. This situation would require more extensive 
retraining fo r  workers and  probably greater wage reductions. In many areas, defense 
production was offsett ing the  loss of other manufacturing jobs -- leaving little fo r  ex- 
defense workers to move into. 

Thus, to estimate the likely short- and long-term implications of the recent Naval 
Yard layoffs and  fur ther  employment reductions in other defense-related firms and  the 
Nava l  Yard, o n e  must consider  the  occupa t iona l  mix  of those losing jobs a n d  the 
regional economic condit ions that  the la id-off  workers will be facing. According to 
preliminary estimates, abou t  87 percent of those separated in 1992 were production 
workers. Of these workers, 36 percent held high-skilled occupations (such as pipefittcrs, 
mechanics, electricians, and machinists) while the remaining 51 percent held semi-skilled 
occupations (such as technicians, maintenance personnel, and operators). Another f ive 
percent were engineers and  about nine percent were in  various o f f i ce  occupations (see 
Table 13). 

4.2 Short-term Impacts Related to Layoffs at the Naval Yard 

The layoffs implemented a t  the Naval Yard over the past two years have led to 
t h e  loss of a total  of 980 d i rec t  jobs in  the  region. These l ayof f s  have taken place 
d u r i n g  a period of overall  economic decline. As a result, reemployment options have 
been scarce, part icularly f o r  jobs that  matched the  skil l  and  wage levels of those lost. ........................................................... 

4 ~ t e v e n  H. Sande l l  a n d  David Shap i ro ,  w m i c  C o n d l t l u  Job Loss. a a  
. . 

h d u c e d  R e t i r e m m  (Nationai Commission f o r  Employment Policy, Washington, D.C., 
May 1987) p.2 

5 ~ a u l  Swaim and  Michael Podgursky, "Displacement . and . Uncrnployment," in John 
Addison (ed.) J -for Policv, (Detroit,  
Michigan, Wayne State University Press, 1990), Chapter 5 
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Employees who have lost their jobs have had to choose between moving, commuting very 
long distances f o r  comparable work, being underemployed (working a t  jobs tha t  are 
below their skill levels), participating in the infcrmal economy (logging, fishing, or other 
non- repor ted  work) ,  s t a r t i n g  t h e i r  own bu:;iness, o r  accep t ing  a long per iod of 
unemployment. Very few workers can expect to f ind comparable jobs in the region over 
the short term. 

In considering how the recent layoffs  will impact the  f o u r  KEYS towns, i t  is 
important to look a t  the other areas of vulnereibility and  opportunity in the economy 
and the characteristics of those that  are  losing their jobs. 

4.2.1 Addltlo 
. . . . .  nal Vulnerabl l l t le~ 

In a d d i t i o n  to the  cond i t ions  a t  t h e  Nava l  Yard ,  t h e r e  a r e  o ther  a reas  of 
vulnerability in the local economy: 

+ other defense contractors and subcontractors in the region a re  likely to 
lose jobs with fu r the r  declines in U.!;. defense spending. Unless the 
prime contractors in the region take active steps towards diversification 
and market development, the region is likely to see addit ional  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 subcontra.ctors in the region; 

+ a few local manufacturers a r e  unstable, and  have recently announced 
layoffs  o r  temporary closings. In  part icular,  the re  a r e  a number  of 
companies that  provide parts to the automotive industry, including two 
of the  largest companies in  the  a rea  -- Davidson Inter ior  Tr ims a n d  
Heidelberg Harris. These companies a r e  being a f fec ted  by the  poor 
conditions in the U.S. auto  industry. In addition, there were layoffs a t  
G.E. and  talk of the restructuring of Sprague. 

4.2.2 O ~ ~ o r t u n l t l e s  In the Economv 
. .  . 

There a re  a number of positive developments that  are  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 Cabletron in  Rochester, one of fastest growing 
companies in the U.S. This company provides over H,000 quality jobs in 
the region and has continued expectations f o r  expansion. I t  showed a 
46 percent rate of profit in the last quarter  and there a re  expectations 
of continued job creation. 

+ the  retai l  indust ry  in  Ki t tery  shows continued stritngth. 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 a re  being created as a result of the Pease 
redevelopment. T h e  potential  location of Deutsche Airbus and other 
longer range plans could create jobs of comparable skills to those being 
lost a t  the Naval Yard. 

Other than an  immediate decision to locate Deutschc Airbus a t  Pease, the layoffs 
a t  the  Naval Yard,  along wi th  fu r the r  reductions a t  o ther  local manufacturers,  will 
make comparable reemployment f o r  laid-off  residents of KEYS dif f icul t .  The most 
dramat ic  indication of the  lack of comparable job opportunit ies was the lack of any 
private sector participation a t  the recently held job f a i r  fo r  the  laid-off workers. With 
reductions nationwide among defense installations, the  opportunity f o r  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 
f ind new defense jobs. 

In this section, and Section 4.3 to follow. we present our analysis of the economic 
impacts of reductions a t  the  Portsmouth Naval Shipyard. We adopted the employment 
and  earnings multipliers f rom an  economic impact s tudy of the Philadelphia Naval Base 
and  Shipyard. T h e  study was done in  the  fa l l  of 1990 by the  Pennsylvania Economy 
League for the  commonwealth of Pennsylvania and  the  state of New Jersey. Multipliers 
show the  e f f e c t  t h a t  job losses f r o m  t h e  Nava l  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  addit ional  jobs and  earnings losses, or  the multiplier 
ef fect (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 a n d  earnings  a r e  those jobs and 
salaries associated with companies tha t  d o  b * ~ s i n e s s  wi th  the  Yard,  f o r  example as 
suppliers, but that  a re  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 
a re  expressed as a coefficient. In the Philadelphia study, technical coefficients were 
found to  be: (.16) fo r  indirect  employment, (-92) f o r  induced employment, (.09) fo r  
indirect earnings, and (.67) induced earnings. 

The figures given in our analysis of the Portsmouth Shipyard represent a high- 
end estimate of what job and  earning losses rnight be. T h e  Philadelphia multipliers 
probably exaggerate the  backward linkages fo r  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 f irms in the area. According to 
purchasing da ta  provided by the Portsmouth Naval Shipyard, i t  appears that  only 6.7 
percent goes to f irms in southern Maine or greater Portsmouth, New Hampshire. This 
f igure  would suggest tha t  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 
a re  likely to be tough f o r  these individuals and  thei r  families, as well as having an  
impact on the local economy. We estimate the j.mpacts of the  May 1992 layoffs on the 
KEYS communities and state of Maine to be as follows: 

1. Using the KEYS proporriort o/  CY91 total PNSY employment. we estimate 
thar approximately 135 o f  the 600 workers live in one o f  the four KEYS 
towns. Using an  indirect and induced employment multiplier found in 
a 1990 s tudy of the  Philadelphia Naval Shipyard, another 166 (non- 
PNSY) 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 portion!; f o r  KEYS towns to total CY91 
PNSY payroll, and on earnings multipliers f rom another base closing 
study. Direct wage loss is estimated to be S4.5 million, with indirect 
and induced wage loss another $3.6 n~i l l ion fo r  a total of $8.1 million 
(see Appendix A). 
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2. As an i)zdication of the ripple ef jects in the local economy, local retailers 
said they would feel the ef jects of further redurtions. Nearly 10 percent 
of retai l  establishments responding to Mt. Auburn's survey expected 
the current  cuts  in PNSY workforce to  impact  thei r  business a lot. 
Another 28 percent thought they would experience some impact. 

3. In larger communities, the e f f e c t  o f  135 people joining the ranks o f  
u n e m p l o y e d  i s  nor a l w a y s  v is ib le  i n  the  s ta t is t ics ,  but in KEYS 
comrnurtities the e j j ec t  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 te  in  1991 averaged 3.1 percent. With the new 
layoffs, that  rate could be expected to rise as high as 3.8 percent (see 
Appendix B). 

4. Evidence from fhe  Displaced Worker Survey provides insight into the 
percentages o f  workers likely to migrate. leave the workforce. /he durafiott 
o f  u~renrploymen~. and wage loss expected front finding new employnrent. 
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, 
a n d  p rov ides  a good i n d i c a t i o n  on t h e  e x p e r i e n c e s  of d isplaced 
workers. Migration out  of the  Ki t t e ry  LMA is l ikely to  be greater 
t h a n  t h e  na t iona l  average  f o u n d  i n  these  s t u d i e s  because  of t h e  
o p p o r t u n i t i e s  f o r  new D e p a r t m e n t  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 f rom the 1 9 9 0  Census, we estimate population 
loss might range from 51 to 101 persons f rom 1990 population levels in 
KEYS. One year  a f t e r  being la id  o f f ,  t h e  number  of unemployed 
workers out of that  135 could range between 15 and  20 (see Appendix 

C). 

Indirect arrd induced job losses due to declines in consumption tied lo 
payroll and lo business generated by  Naval Yard contracts could be heavy. 
U s i n g  e m p l o y m e n t  m u l t i p l i e r s  f o u n d  i n  a r e c e n t  s t u d y  of t h e  
Philadelphia Naval Base and  Shipyard, we estimate indirect  job loss to 
be 22 and  induced job loss to be 144. Total  indirect a n d  induced job 
losses would be  166. Similar ly ,  i n d i r e c t  wage: loss would be $0.4 
million and induced wage loss would be S3.3 million f o r  a total of $3.7 
million. The  businesses that  a re  likely to experience these layoffs the 
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greatest a re  the restaurants, conven:.ence stores, and other retail and 
se rv ice  es tabl ishments  located close to  t h e  Y a r d  in  K i t t e r y  (see 
Appendix A). 

6. Fiscal.intpacls on stare and local revenues could be great. Maine could 
lose between $926,400 (direct emplo!rment effect  in  1991 dollars) and 
$1.3 million (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  f o u r  KEYS towns could be placed a t  risk. 
T h e  l ikelihood of f u r t h e r  tax  del inquencies  a n d  foreclosures in a 
cl imate where those problems a re  already increasing raises a serious 
f iscal  concern fo r  KEYS communil:ies. T h e  state's revenue stream 
could receive a double blow on top of the  reduct ions  a t  PNSY if  
Loring Air Force Base is closed anytime soon (see Appendix D). 

At the same time, expetrditures for Gefireral Assistance will increase. Once 
federal  and  s ta te  benefits  expire, workers laid o f f  f rom PNSY will 
likely apply fo r  GA. We estimate tha t  expenditures for  GA due  to 
May 1992 layoffs a t  PNSY i n  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 o r  ano ther  $55,000, while the 
o t h e r  towns  cou ld  e x p e c t  be tween  15-20 p e r c e n t  inc reases  (see 
Appendix E). 

8.  Housing values could cotttinue their recerrt decl ines.  Local realtors 
a l r e a d y  ind ica te  t h a t  real  e s ta te  values  a r e  d o w n  by about  20-25 
percent in KEYS communities (al though less so in  York) due to the 
recession a n d  closing of Pease. T h e y  expressed f e a r  tha t  f u r t h e r  
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 t h e  event  of closure, 
rental values could fall fur ther  i f  thc demand fo r  this type of housing 
substantially diminishes. 

4.3. Longer- term Impacts 

The most optimistic scenario puts total Naval Yard employment a t  6,400 civilians 
over the decade. The most pessimistic assumes that  the Yard will be placed on the next 
closure list. Some people a rgue  the re  is  a n  in-between scenar io  i n  which t h e  Yard 
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shrinks to an employment level of about 5,000. Two long-terxn 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 f rom its current level of 
about 6,400 employees to 5,000 employees ( f o r  a total  loss of 1,400 civilian jobs), we 
assumed that layoffs occur proportionately across occupations and towns. It is possible 
that  functions a t  the  Yard will change such tha t  f u r t h e r  layoffs  might a f f e c t  some 
occupations more than others. Our baseline fo r  determining allocation of job losses and 
payroll by town was the calendar year 1991 da ta  supplied to  us by the PNSY through 
the Seacoast Shipyard Association. 

The range of impacts from downsizing a t  PNSY to 5,000 employees would likely 
include: 

4 Out o j  a total o j  1.400 civilian lost jobs. 7 3 4  would be lost to Maine 
residents, of which 315 would ajject KEYS residerrrs. Associated indirect 
and induced job losses could total another 1,718 jobs in  Maine, of which 
386 would occur in KEYS towns. Tota l  job loss in  KEYS associated 
with th is  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 f rom indirect and  
induced wages. For Maine, direct wages lost represents a total loss of 
$26.2 mill ion,  a n d  ind i rec t  a n d  i n d u c e d  wage losses represents  a n  
a d d i t i o n a l  loss of $21.5 mill ion.  Based o n  i t s  r e t a i l  establishment 
survey,  Mt. Auburn  found  tha t  about  two percent of respondents in  
KEYS expec ted  to  go o u t  of business i f  f u r t h e r  reduc t ions  occur. 
Another  21 percent expected they would have  to  contract  and  layoff 
employees in anticipation of decreased sales (see Appendix A). 

+ The impact o/  these reductions on existing local unemployment would be 
substantial. Assuming the worst case scenario that  al l  of the  315 former 
PNSY employees living in KEYS towns d id  not f i n d  new jobs or  leave 
the area, then the numbers of 1ocalIy unemployed would swell f rom the 
1991 leve l  b y  n e a r l y  54 p e r c e n t  ( f r o m  584 t o  899 persons).  T h e  
unemployment ra te  would rise f rom 3.1 percent t o  4.8 percent. These 
numbers would be even higher if  indirect  a n d  induced job losses a re  
included. Twelve months from the da te  of layoff, 15-25 percent of the 
r e m a i n i n g  workers  ac t ive ly  s e e k i n g  w o r k  would  p r o b a b l y  s t i l l  be 
unemployed (see Appendix B). 
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+ The average length of unemploymenl is likely to be 12 to 18 months. given 
[he slow growth in new jobs in [he region. Furthermore, close to half of 
t h e  r e e m p l o y e d  w o r k e r s  a r e  l i k e l y  to  be w o r k i n g  i n  d i f f e r e n t  
occupations from their last occupatiori a t  the Naval Yard. Nationally, 
the trend is for  skilled trades like welding, fabrication,  machining to 
decline in  the U.S. As a result, a larg,: proportion of these workers will 
need retraining. 

+ KEYS commu~lilies could lose befween 118 and 236 people due to worker 
migration oul o /  KEYS communities. The state of Maine might lose as 
many  a s  600 persons.  T h e  dernac~d  f o r  a v a r i e t y  of government  
programs and services would be affected by the loss of population. In 
p a r t i c u l a r ,  K E Y S  towns  w o u l d  e x p e r i e n c e  a d e c r e a s e  i n  school  
enrollments and be faced with supporting the school system on a smaller 
tax base (see Appendix C). 

+ The fiscal inrpacts o /  lost reve,lues a ~ ~ r l  added expenditures would greally 
alter the balartce sheeis of local towrls izrrd state government. Maine would 
lose between as l i t t le  a s  $2.2 million in income tax d u e  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 a t  risk of 
delinquency. Tha t  f igure represents 1.7 percent of the FY91 property 
tax revenues (source of about 80 percent of KEYS town budgets) (see 
Appendix D). 

+ Expe~td i fures  /or  General Assislance would be e x p e c t e d  t o  irrcrease 
dramatically, b y  as much as  nearly 8200.000 for  66 percent) /or all four 
towlrs. Again, Kittery would be hardest hit with increases expected of 
u p  t o  125 percent. These f igures  could,  i n  fac t ,  underes t imate  the  
g rowth  in  GA expendi tu res  because of o t h e r  factors. Fi rs t  of all, 
f igures were only calculated f o r  direct  job losses. Secondly, local GA 
administrators say that  dollars expen,ded 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 i t  is selected for closur~:, the period f rom the  time of the decision 
to  closure. would likely take f o u r  to  f i v e  years. T h e  workforce would shrink during 
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that  period d u e  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 f rom 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 roral loss o f  14.254 civilian jobs (6,400 
direct. 1.024 indirect. and 6.830 induced) would occur in the region from 
current l e~~e ls .  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 ind i rec t ,  a n d  1,537 induced.  I n  Mt. Auburn's  survey of retai l  
establishments, nearly 10 percent of t h e  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  f i g u r e s  probably  underes t imate  t h e  ind i rec t  e f f e c t s  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 8446 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 
t h e  w a g e  losses resu l t ing  f r o m  f u l l  c losure ,  m i l i t a r y  payro l l  was 
inc luded  o n  t h e  assumpt ion  t h a t  a s i g n i f i c a n t  por t ion  o f  mi l i t a ry  
income is spent and  recycled in the  local economy (see Appendix A). 

+ The e ffect o/  direct job losses would place KEYS communities in a new era 
o f  double  d i g i t  unemployment .  U n e m p l o y m e n t  r a t e s  i n  K E Y S  
communities averaged less than 3.7 percent in  1991. However, assuming 
the  worst case scenario in  which none of t h e  laid-off  workers f inds  
r e p l a c e m e n t  w o r k ,  t h e n  f u l l  c l o s u r e  w o u l d  r a i s e  t h e  c o m b i n e d  
unemployment rate of all four  towns to 10.8 percent. T h e  impact would 
be heavies t  on  K i t t e r y  where  t h e  r a t e  migh t  reach a s  high as  17.8 
percent. While these rates exaggerate the  number of persons who would 
probably be counted as unemployed i n  t h e  actual  event of closure, i t  
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 to out-migration o f  workers 
and their /amilies 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. hfaine 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 o f  closure would be daunting for local towns considering 
the pote~rtial loss in revenues and increa2:es in expenditures. An estimated 
$2.4 million in property taxes could be a t  risk if the Yard closes. This 
figure represents about eight percent of all property tax revenues from 
KEYS FY91 budgets (ranging f r o m  a high of 9.8 percent  f o r  South 
Berwick to a low 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 wi th  local realtors 
conf i rmed  impressions t h a t  t h e  housing marke t  would be seriously 
crippled (see Appendix D). 

+ Water rates would likely double /or local customers. as a result o f  losing the 
largest customer to the Kittery Water Di.strict (assuming no redevelopment 
o/ the Yard took place to replace that cottsumption). Other  local fiscal 
impacts would hi t  Ki t tery  especially hard as  well. T h e  town would 
stand to lose the backup f i re  protectiorr service offered f o r  f ree  by the 
Naval Yard. 

+ Maine would lose $9.9 milliorr i ~ r  personal income taxes i f  all 6,400 jobs 
were lost at the Shipyard. and 814.1 million i j  the associated indirect and 
induced jobs are added to the calculation (this assumes that all jobs are 
located irt Maine where Maine slate irtcorne taxes  are collected) (see 
Appendix D). 

4 The likely ejfect  or1 General Assistance orte year after the layo j f s  occurred 
would i~tcrease the arrnttal average case load artd expenditures /or KEYS 
towns over FY91 levels by as 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, $220,000 (up  about 350 percent); f o r  Eliot, 
a b o u t  f 145,000 ( u p  230 percent) ;  f o r  York, abou t  S120,OOO ( u p  160 
percent); and  f o r  South Berwick, S165,OOO ( u p  170 percent). Again, 
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est imates  would h a v e  t o  be revised u p w a r d  to reflect indirect  and  
induced job losses, o r  to  account  f o r  potent ia l  increases in average 
expenditures per case or  duration of dependency due to a deteriorating 
economy (see Appendix E). 

6 Local schools would be seriously impacted.  K i t t e r y  repor ts  tha t  42 
percent (525) of i t s  total enrol lment  (1,250) is comprised of children 
whose parents work a t  the  Yard. Assuming a worst case scenario in 
which half of the families move outside the  region, then the  school 
system could lose about 260 students (or 20 percent of total enrollment), 
which would probably force  the  school d is t r ic t  to reduce budget and 
s t a f f .  T h e  same impac t s  would  l i k e l y  be  f e l t  i~n  t h e  El iot /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 a t  
time of this writing. There is federal  impact aid for  school systems hit  
by large defense cutbacks. Ki t tery  is already receiving S170,000/year 
in aid. However, that  money runs out  in  1994. 

Facing the closure of a major shipyard like Portsmouth -- should i t  occur -- is a 
daunting task f o r  any state. T o  confront i t  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 f ind  itself overwhelmed with the challenge of 
meeting a huge increase in the  demand f o r  unemployment services, job training, and 
replacing lost jobs and  revenues. 

4.4 Longer-term Opportunities 

In looking a t  the  f u t u r e  scenarios, i t  i s  important to examine other longer-term 
opportunities in  the regional economy. If no actions a r e  taken, then i t  is likely that the 
layoffs and/or closing of the Shipyard will devastate the local economy. However, even 
in the worst case scenario, the  region has t ime to  plan. The  closing will not take place 
overnight. There  a r e  a number  of opportunit ies,  which if fully exploited regionally, 
may work to mitigate the impacts of even the  worst case scenario. 
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Regional opportunities include: 

+ Local KEYS manufacturers expect to increase their level of employment 
by about f ive  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 ra i l  service  between Por t l and  a n d  Boston could 
provide long-term opportunities for the: Seacoast economy. 

+ While the Boston region remains in  the depth  of a recession, the area 
m a i n t a i n s  a n  i n t e l l e c t u a l  i n f r a s t r u c t u r e  t h a t  i s  i n t e r n a t i o n a l l y  
competitive. New areas of strength in supercomputing, biotechnology, 
advanced materials, and environment technologies can in the long run 
lead t o  re la ted economic oppor tun i t i e s  spreading in to  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. 
T h e  workers who a r e  being laid o f f  a t  the  Naval  Y a r d  have a f u l l  
range of occupational skills relevant to high-value-added manufacturers. 
This could be a key marketing strength of the region. 

+ Entrepreneurial activity and interest arnong residents is high. 

+ G r o w t h  con t inues  in  t h e  tour ism a n d  re ta i l  sectors of the  regional 
economy. 

The challenge now facing the towns of Ki,ttery, 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, i t  is in  the  interest of the region to develop a 
strategy to take advantage of local opportunities and  build a n  economic base that  could 
withstand fu r the r  reductions a t  the Naval Yard. 

Mt. Auburn Auoeista 



Chapter 5 

Resources 

5.1 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 Assistance. 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: 

t good job search assistance resources; 

+ retraining, where applicable; 

t 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  fu r the r  job losses. The  types of resources 
needed include: 

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

+ economic development staff and institutional capacity; 

+ s ta te  level economic development programs including training, 
infrastructure, and financing. 

3. 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: 

Mt. Auburn M a t e a  



+ financing; 

+ management assistance; 

+ technology transfer activities; 

+ workforce retraining. 

5.2 Existing State and Local Resources 

A review of current  local and  s ta te  resources provides t h e  KEYS towns with 
information on where programs a re  available and  where  there  a r e  gaps that  require 
fur ther  program development a t  the state and local levels. 

Current state resources: 

1. General Ecotronric Developmetrt Programs. Most o f  t h e  economic 
development programs in Maine a r e  established and  implemented by 
t h e  Depar tment  of Economic a n d  Communi ty  Development.  The  
Department 's  O f f i c e  of Business Ckve lopment  provides f inancial ,  
management, production, marketing and  technical assistance to Maine 
businesses. They operate "Business Answers," a n  informat ion service 
f o r  business. T h e  O f f i c e  of C o m m l ~ n i t y  Development operates the  
Small  Ci t ies  CDBG Program, t h e  C:ommunity I n d u s t r i a l  Bui lding 
P r o g r a m  ( f u n d s  f o r  m u n i c i p a l i t i e s  f o r  b u i l d i n g  a n d  marke t ing  
speculative industrial buildings), the Job Opportunity Zone. Program (a 
d e m o n s t r a t i o n  p ro jec t  t h a t  r e s p o r ~ d s  t o  d i s p a r i t i e s  i n  economic 
oppor tun i t i e s  by t a rge t ing  resourcc:s a n d  a d d i t i o n a l  incentives to 
businesses located i n  f o u r  d e s i g n a t e d  zones),  a n d  t h e  Economic 
Corridors Action Gran t s  Program (provides i n f r a s t r u c t u r e  grants to 
s t imula te  p r iva te  investment  a long  specif ic  corr idors  of economic 
significance). Development Opportunity Funds provide gap financing 
to business. 

2. State Training Programs. The state operates a number of training and 
r e t r a i n i n g  programs, p r imar i ly  using Federa l  J T P A  funds.  These 
activit ies include: T h e  Enterprise Job Fund ,  which trains potential 
employees with customized, indust ry ,  o r  company-specific programs; 
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ASPIRE, which provides addi t ional  support  for  people in retraining 
and education and is geared to the AFDC-dependent population; the 
S T A R  p r o g r a m ,  w h i c h  i s  s t r a t e g i c  t r a i n i n g  f o r  a c c e l e r a t e d  
reemployment and  provides unemployed and displaced workers with 
t r a in ing  a n d  re t ra in ing  opportunit ies;  t h e  Rap id  Employment  and  
Training Initiative Team (RETI), which helps busir~esses upgrade their 
workforce because of technological change and helps workers in their 
transition. 

3. Defense Diversification Programs. Recognizing the importance that  the 
defense indust ry  plays in the  Maine economy, th~e Governor's Task 
Force  on Defense an1.  the  Mainr: Economy was created.  Research 
related to this ef for t  1s being undertaken by the Maine State Planning 
Office. It was through this project that  the currerrt KEYS effor t  was 
funded. Along with KEYS, other defense-dependent regions in Maine 
have received g r a n t s  f o r  deve lop ing  a d j u s t m e n t  strategies.  T w o  
members of this Task Force come from Southern Maine. 

A f i r s t  phase report of the  s ta tewide e f f o r t  has been completed. A 

s e c o n d  p h a s e  o f  t h e  p r o j e c t  w i l l  l e a d  t o  s p e c i f i c  p r o g r a m  
r e c o m m e n d a t i o n s  f o r  s p e c i f i c  s t a t e  p r o g r a m s  t o  a d d r e s s  t h e  
diversification and adjustment process. 

4 .  S l a t e  Business Financing Programs .  T h e  s t a t e  o f  M a i n e  h a s  a 
comprehensive set of business f inancing .tools available to companies 
looking for  a full  range of financing. These include: 

+ F i n a n c e  Author i ty  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 
f inanc ing  needs. I t  also operates  programs f o r  agr icu l tu ra l  and  
higher education finance. 

+ T h e  Maine Capital  Network. T h e  purpose of t h e  Maine Capi ta l  
Ne twork  is  to  match  po ten t i a l  investors wi th  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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4 Pine Tree  Par tnership  Gran t  Program. Operated by FAME, the 
p rogram provides  g ran t s  to  smal l  businesses  f o r  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 5 0  percent state tax credit against 
personal and  corporate income taxes. T h e  corporat ion provides 
equ i ty  and  convertible debt  to a l l  Maine-based small  businesses, 
inc lud ing  both s t a r tups  a n d  exia,ting businesses; preference f o r  
p roducers  of m a n u f a c t u r e d  a n d  a g r i c u l t u r a l  products ,  service  
providers, and innovative distributors of goods and services. 

+ F a m e  prov ides  P r e - E x p o r t  a n d  P o s t - E x p o r t  Working C a p i t a l  
Insurance.  This  program is underwr i t t en  by t h e  Export-Import  
Bank of the United States and adm.inistertd by FAME. 

+ T h e  Maine J o b  S t a r t  Program. T h e  M a i n e  J o b  S t a r t  Program 
provides very small loans to en t repreneurs  who have a n  annua l  
gross household income a t  or belour 80 percent of the area median 
income. 

+ O f f i c e  of Community Development, Department of Economic and 
Community Development. The  Off ice  of Community Development 
administers CDBG Small Cities funds  fo r  the  state. I t  operates two 
business financing programs that  use CDBG funds. I t  makes grants 
to  local communities fo r  business f inancing projects, which in turn 
lend the funds to the businesses. I'rojects must be located in non- 
entitlement communities (those with populations under 50,000 that  
d o  not receive CDBG funds directly f rom the federal  government). 
Typically, a majority of jobs creatcid and  retained must go to low- 
and  moderate-income workers. 

5.  Innovation and Tech~zology Policy. The Maine Science and  Technology 
Commission is in  the  process of deve lop ing  a n  R&D Strategy f o r  
Maine. The Commission was responsible f o r  the  creation of the Center 
fo r  Innovation Program. CFIs a re  programs managed by a consortia of 
pr ivate  business, public and  pr ivate  nonprof i t  research institutions, 
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a n d  government  to  improve  the  Maine econ0m.y by enhancing the  
c o m p e t i t i v e  a d v a n t a g e  of e x i s t i n g  a n d  new businesses  through 
technology. 

Three  CFIs have been funded: Center f o r  Innovation in Biomedical 
Technology, the Maine Aquaculture Innovation Center, and the Center 
fo r  Technology Transfer (CTT). Of most relevance is the CTT, which 
is a p a r t n e r s h i p  between t h e  metals  a n d  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. C T T  facilitates and  encourages the adoption of new 
manufactur ing a n d  management technologies, st imulates production 
improvements,  disseminates technology-based informat ion,  brokers 
i n d u s t r y  n e e d s  t o  a p p r o p r i a t e  p u b l i c  service,  a n d  provides  a n d  
facilitates joint ventures and strategic partnerships. 

Current sub-state (regional/local) resources: 

1. The Workers Assistatrce Cetrter (WAC) itr Kittery, Maine is atr invaluable 
resource it1 the adjustment process. T h e  Center was founded through 
the  joint  e f f o r t s  of the New Hampshire  J o b  Tra in ing  Council, the  
Maine Depar tment  of Labor, a n d  Naval  Yard  Unions  a n d  receives 
funding from the  U.S. Department of Labor. Displaced workers living 
in both Maine a n d  New Hampshire may use the  Center. Among the 
services available a t  WAC are: 

+ a four -day  core  seminar  to  expose workers  to  t h e  f u l l  range of 
career opportunities; 

+ individual counseling on retraining and  job search assistance; 

+ f u n d i n g  f o r  spec i f i c  t r a i n i n g  by vendors o r  on-the-job a t  local 
companies. Funding is available to pay fo r  one year of schooling 
f o r  each la id  o f f  worker. Clients may use t h a t  tu i t ion  subsidy 
whi le  c o n t i n u i n g  t o  receive  o t h e r  unemployment  benefits, thus  
removing the burden of working while at tending school. 

2. Other job training and placement in formation is nvailable at the Maine 
Job Service ojjices in Biddejord and Sanford. 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 a re  broad, including job 
referrals, job training, resume preparation assistance, computerized job 
da ta  banks, tax credit  vouchers, anti o ther  support service referrals. 
Some r e t r a i n i n g  i s  p r o v i d e d  by S o u t h e r n  Y o r k  C o u n t y  A d u l t  
Education that  o f fe r s  GED courses, remedial math a n d  English, as 
well as computers. 

3. There are a number of private volunteer support groups /or unemployed 
workers in both Southern Maine and New Hampshire. For example, the 
Seacoas t  N e t w o r k i n g  S u p p o r t  G r o u p  in  Por t smouth  main ta ins  a 
s ta tewide job l ink d a t a  base. I t  networks  wi th  local  chambers of 
commerce, radio  stations, newspapers, a n d  ind iv idua l  businesses to 
provide job leads and  support  to job seekers. Other  unemployment 
suppor t  groups  inc lude  the  Seacoast  Mental  Heal th ;  Rock ingham 
Counseling Center; Counseling Service, Inc.; HCA Portsmouth Pavilion; 
New Hampshire Catholic Charit ies;  S ta f fo rd  Guidance  Center; a n d  
Seacoast Resource Association. Sevcral resume services also exist in 
t h e  a r e a :  I n d i v i d u a l  E m p l o y m e n t  Serv ices ,  Apol lo ,  a n d  Dover 
Secretarial Services. 

4. Needed hunrarr services are a~vailable ~hrough  he York. Sta  f ford,  arrd 
Rockinghant Courtly Conrnrurti~y Aclion Progranrs o f  ferirrg several support 
progranrs. Among t h e  p rograms  they  o f f e r  a r e  F u e l  Assistance,  
Women's, Infant, and Children's Program (WIC), the  Crisis Assistance 
Program, and other programs that  offer  help to women in  transition. 

5. Health care is available i t1  the area at a number of federally-funded 
medical clinics that charge fees on a sliding scale according to personal 
income. These inc lude  t h e  L a m p r e y  Hea l th  Care  Center,  Planned 
P a r e n t h o o d ,  t h e  N e w  H a m p s h i r e  a n d  M a i n e  V i s i t i n g  N u r s e s  
Association, and the York Hospital. The Maine Department of Human 
S e r v i c e s  a n d  New H a m p s h i r e  Divis ion of H u m a n  Services  have  
information on both Medicaid and the Food Stamp Programs. 

6. A number of the individual towns have formed informal  or volunteer 
economic development organizations, but [hey have limited s t a f f  capacity 
and two are not currently meeting: 

+ York  Economic Development  Council .  Es tab l i shed  o u t  of t h e  
comprehensive planning process. tht: Economic Development Council 
w a s  c h a r g e d  w i t h  p r o m o t i n g  e c o n o m i c  deve lopment  t h a t  was  
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consistent with i ts  small town Seacoast character. The  purpose of 
the Council is to inventory and  analyze comme.rcia1 and  industrial 
o p p o r t u n i t i e s  i n  t h e  town,  i n c l u d i n g  a c t i v i t i e s  re la ted  to  t h e  
redevelopment of Pease. T h e  York Developnient Author i ty  is a 
nonprofit economic development organization that  can get involved 
in economic development real estate efforts. 

6 Kittery Economic Development Commission. Although not currently 
a c t i v e ,  i t s  miss ion was t o  i n c r e a s e  t h e  r a n g e  of employment  
opportunit ies to  employ more Ki t t e ry  residents, ensure that  non- 
res ident ia l  development  is res i l ient  a n d  s tab le  i n  a var ie ty  of 
e c o n o m i c  c l i m a t e s  a n d  is  a p p r o p r i a t e  w i t h  Ki t tery 's  exis t ing 
r e s i d e n t i a l  c h a r a c t e r ,  a d d r e s s  r e s i d e n t s '  needs ,  a n d  p r o v i d e  
alternative employment opportunities. 

+ Eliot Regional Development Authority. Responsible fo r  monitoring 
the activities of PDA, the closure of the Shipyard, and  the lack of a 
long-range strategy. The role of the RDA, which grew out of the 
comprehensive planning process, is to act  as a liaison between the 
b o a r d  o f  s e l e c t m e n  a n d  l o c a l ,  s t a t e ,  a n d  f e d e r a l  economic  
development officials. 

6 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 i t  that  have not been expended. It could be reactivated 
for  involvement in a regional economic development effort. 
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The Small Business Developnretrt Center at the Southent Maine Regional 
Planing Commission o ffers one-011-one counseling to small businesses on 
management. finance, accounting, loan packaging, and marketing. 

8. Coastal Enterprises. Itrc. 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, i t  provided 
financial  support to  U.S. Felt in Sanford when the company wanted to 
diversify away f rom defense markets and  in to  private markets. 



9. Officials  in York and Cumberland counties have applied to the Economic 
Development Adminisfration in  he V.S. Department o f  Commerce to 
crehte an Economic Development District (EDD) in the region. If chosen 
fo r  the designation, i t  will create the opportunity for  the region to get 
more federal economic development monies. 

5.3 Gaps in Resources 

While Maine and KEYS communities support a number of excellent public 
a n d  p r i v a t e  r e s o u r c e s  a n d  o r g a n i z a t i o n s ,  s e v e r a l  gaps  exis t  to  help  local  
communities a d j u s t  to  f u t u r e  reduct ions  a t  the  Naval  Shipyard.  These gaps 
deserve the serious attention of the members of the KEYS communities and their 
regional and state counterparts concerned with economic diversification. 

First  of all,  the  a rea  lacks a regional e:conomic development ent i ty  to 
orchest ra te  t h e  a d j u s t m e n t  process a n d  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-state 
effort  would recognize the interdependence of local towns and  employers, as well 
as enhance clout with businesses and  state leadcrs needing marketing power fo r  
business at traction.  I t  would provide an  oppor tuni ty  to make efficient use of 
limited resources a n d  would work to prevent duplication and  conflict  among 
dif ferent  planning entities. The  effor ts  currently underway to form Economic 
Development Districts  in Southern Maine and  across the  r iver  in  Rockingham 
C o u n t y  ( N e w  H a m p s h i r e )  c o u l d  p r o v i d e  a v e h i c l e  f o r  b i - s t a t e  r e g i o n a l  
cooperation. T h e  s takes  f o r  towns a f fec ted  by the  Shipyard i n  the  Seacoast 
region a r e  high,  a n d  jo int  cooperat ion typically a t t r ac t s  more attention and  
funding from higher levels of government. 

Secondly,  a l though  t r a i n i n g  placement  resources  exis t  now, they a r e  
inadequate to  handle  the  demand tha t  would be created by fur ther  substantial 
downsizing o r  closing o f  the  Shipyard.  Fur thermore,  the  s i tuat ion could get 
worse if both Loring a n d  the  Portsmouth Naval Shipyard close a t  or near the 
same time. In addi t ion,  there  is no substantial  training facility located in  the 
KEYS region. The  state estimates that  only one in  six Maine workers who are  
eligible f o r  re t ra ining services receive support  today. I f  the  Yard continues 
downsiz ing o r  e v e n  closes, many  more  will l ike ly  f a l l  t h r o u g h  t h e  cracks.  
For tuna te ly ,  t h e  s t a t e  real izes  th i s  d a n g e r  a n d  i s  exploring steps to t ake  to 
enhance job training resources statewide. 
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Fina l ly ,  t h e r e  i s  o n l y  l imi ted  s t a t e  a s s i s t ance  f o r  business  r e ten t ion  
activities. While most s ta tes  o f f e r  a var ie ty  of business a t t r ac t ion  programs 
ranging from tax incentives to site f inding assistance, fewer states target existing 
businesses f o r  help. Maine needs to get as aggressive about retaining its current  
employers as  i t  is about  a t t r ac t ing  new employers. In  Mt. .Auburn's survey of 
manufacturers in  Southern Maine, the most frequently mentioned step f irms said 
the s ta te  could t a k e  to  help  them was to expand  a n d  imprlove educat ion a n d  
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 a t  both the state and local levels to mount a successful 
defense adjus tment  a n d  economic development strategy.  Significant resources, 
financial and technical, a r e  needed to redevelop and market ra closed base. T h e  
need f o r  resources  a n d  exper t i se  could  d o u b l e  s h o u l d  t h e  s t a t e  f i n d  i tself  
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 f o r  regional cooperation in  order to successfully plan f o r  the  region's 
economic diversification and revitalization. 
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Chapter 6 

Next Steps 

While the future  of the Portsmouth Nav:al Shipyard is uncertain, i t  is likely that 
a t  least over t h e  next f i v e  years the  Naval Yard will con t inue  to  be the  dominant  
employer in the  KEYS region. Thus, the KEYS communities have a t  least f ive  years to 
design and implement an adjustment strategy that will make its residents less vulnerable 
to whatever decision is made in Washington concerning the f u t u r e  of the Naval Yard. 
This time horizon is f a r  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 o f ,  
Maine must recognize that  every defense-dependent community is different.  Some are 
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 depende:nce is on one facil i ty -- the Naval Yard. 
In some ways, the potential impacts of its closing is f a r  greater than  in either cases of 
base c losure  o r  in  cases of dependence  on :I l a rge  n u m b e r  o f  p r i v a t e  p r i m e  and  
subcontractors f o r  two reasons: 

1. Unlike most military base closures. r;aost o f  the job losses at the Naval 
Yard will be civilian governnretlt workers. As noted in the  assessment of 
the  Pease closing, base closures, wh~ile devastating to  a community,  
would have a smal le r  overal l  mul t ip l i e r  impac t  because  a lo t  o f  
consumption takes place on the  base, many of the  jobs a r c  held by 
s p o u s e s  w h o  w i l l  m o v e  w i t h  t h ~  m i l i t a r y  r e a s s i g n m e n t s ,  a n d  
procurement is less likely to be local. 

2. Unlike most private 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 /or the facility. Developing reuse 
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opt ions  f o r  t h e  fac i l i t i e s  i f  t h e  government  owns t h e  property is 
extremely di f f icul t .  Moreover, e f fo r t s  to  diversify into commercial 
markets wouId require Congressional action. 

The  KEYS communities have a l ready made a commitment t o  the  next s tep  -- 
developing a long-term adjustment strategy. Given  the  f indings  of th is  project, we 
suggest the following goals to guide the next phase of the  process: 

1. Make the case for the continued operation o f  the Naval Yard. The KEYS 
communities are  now in a strong position to provide fu r the r  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 addit ion,  assuming the Yard 
remains a viable operation in the future, local lead,ers should consider 
w a y s  t o  h e l p  local  businesses  c a p t u r e  a g r e a t e r  s h a r e  of PNSY 
contracts since they currently capture only a small portion. 

2. Promote the use of existing Naval Yard capacity for new public arid 
private sector work. The  faci l i t ies  and  t h e  workforce  a t  the  Naval  
Yard a re  an  enormous resource to the region. The  type of machinery 
available has many potential applications. Moreover, the  skills of its 
w o r k f o r c e  c o u l d  be a d a p t e d  t o  a w i d e  r a n g e  o f  m a n u f a c t u r i n g  
act iv i t ies .  According to  people in  a n d  o u t  of t h e  Sh ipyard ,  t h e  
facilities of the Shipyard and its workforce a r e  well-suited fo r  a wide 
variety of work in  the private sector o r  f o r  other government work. 
E f f o r t s  should be made to  encourage the  government  t o  al low t h e  
Naval Yard to d o  other contracting work with other federal  agencies 
a n d  w i t h  p r i v a t e  companies.  T h e  K E Y S  towns should work wi th  
others in the region to lobby f o r  the abil i ty of the Naval Yard to d o  
other  contracting work. In  addit ion,  as pa r t  of the  second phase of 
t h e  project, the  adjustment strategy should consider o ther  potential 
uses f o r  the facilities. 

3. Promote further economic divers i f icat ion through new enterprise 
development. In the  current economic environment, self-employment is 
a n  important  option f o r  dislocated Naval  Yard  workers to consider. 
T h e  region already has a strong entrepreneurial base wi th  a high level 
of self-employment. Moreover, close t o  50 percent  of the  laid-off 
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Naval Yard  workers reported interes:! i n  s ta r t ing  the i r  own businesses. 
Not only does self-employment represent a n  option f o r  re-employment, 
i t  could add to the  diversity of the regional economy. 

T h e  r e g i o n  i s  f o r t u n a t e  i n  t h a t  ! :here  a r e  a n u m b e r  o f  m a r k e t  
opportunit ies  fo r  those interested in  s ta r t ing  their  own business. Fo r  
example: 

+ with the strong tourism industry and  the  retai l  d r a w  represented by 
the  K i t t e r y  Malls, t he re  a r e  oppor tun i t i e s  f o r  s ta r t ing  enterprises 
tha t  capture  more of these markets; 

+ many Naval  Yard  workers  a r e  highly skilled in a reas  where there  
a r e  self-employment opportunities. 

4. Market the highly-skilled ,workers to new companies interested in locating 
in the region. T h e  sk i l l s  of  t h e  w o r k e r s  i n  t h e  a r e a  is o n e  o f  t h e  
greatest competitive advantages tha t  the  communi ty  has. Increasingly 
in  the global economy, al l  factors  of production a r e  mobile. A skilled 
w o r k  f o r c e  is o n e  of  t h e  f a c t o r s  t h a t  i s  n o t  e a s i l y  moved .  T h e  
challenge will be to ident i fy  the  specif ic  industr ies  t ha t  need the types 
of skilled workers current ly l iving in  the  KEYS towns. 

5. Identify specific retraining requirenretrts io help laid o f f  workers irr KEYS 
take  advantage of  job opportunities related to Pease redevelopment. 
T h e r e  a r e  a l r e a d y  some potent ia l  new jobs i n  t h e  reg ion  t h a t  h a v e  
resulted f r o m  the  redevelopment of Pease. If t he  decision is made to 
l o c a t e  D u e t s c h e  A i r b u s  a t  Pease ,  t h e r e  wil l  be a l a rge  n u m b e r  of  
skilled jobs created.  T h e  chal lenge in t h e  region will be to ident i fy  
the  precise re t ra in ing  requi rements  needed to  meet  t he  needs of new 
employers  a n d  design programs a imed  a t  t h e  dislocated Naval  Yard  
workforce.  In  addi t ion ,  communities shou ld  cons ide r  t he  long-term 
i n f r a s t r u c t u r e  needs  f o r  m a i n t a i n i n g  a we l l - t r a ined  workforce .  A 

p roposa l  t o  e s t ab l i sh  a t e c h n i c a l  co l l ege  i n  Y o r k  C o u n t y  is be ing  
studied a t  present. The  establishment of  a technical  college would be 
a n  important  asset to a larger  regiona.1 economic development s trategy 
f o r  the  region. 

6. Develop a new KEYS eco~tontic dere1opine)rt organization that will oversee 
ihe adjustment activities. Current ly ,  the  f o u r  KEYS towns have  very 
l i m i t e d  e c o n o m i c  d e v e l o p m e n t  c a p a c i t y .  W h a t e v e r  e c o n o m i c  
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deve lopment  in i t i a t ives  were  u n d e r t a k e n  have  mostly been done  
th rough  volunteer  commissions. If  t h e  towns wish to  develop an  
adjustment strategy, they need to  consider a t  the outset who will be 
responsible for  implementation once the strategy is developed. 

Promote increased cooperation amongst all o f  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, Eliiot, York, and South 
Berwick. New Hampshi re  towns such  as  Ports;mouth, Dover, and  
Rochester are  also heavily impacted by any layoffs a t  the Naval Yard. 
There  a r e  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 ,  t h e  s t a t e s  of M a i n e  a n d  N e w  H a m p s h i r e  a r e  w o r k i n g  
cooperatively in the design and management of the Workers Assistance 
Center in  Kittery. It is now time that  the commt~nities in the region 
s t a r t  working together  in t h i n k i n g  abou t  a n  economic adjustment 
strategy. 

Given these goals, we would recommend the  following next steps fo r  the 
KEYS Coalition in the design of an  economic adjustment strategy: 

Y u y  rta ition 

1. Detailed analysis  of the conrpetitive strengths arrd weaknesses in the 
economy. This project made a f irst  step in identifying the concerns of 
businesses a n d  t h e  key compet i t ive  s t reng ths  a n d  weakness in  the 
regional economy. Developing a targeted strategic plan will require 
some fur ther  analysis including: 

+ Regional assets and barriers to job creation. T h e  results of the Mt. 
Auburn survey of Seacoast manufacturers provide some information 
on how businesses perceive the current business climate in the state 
(see Appendix H). Clearly, the most positive aspects of working in 
the  region involved the quali ty of l i f e  in the  communities and its 
workforce. On the negative side, f i rms were very concerned about 
workers compensation, energy costs, a n d  the  overal l  environment 
related to growth. As the next stage of analysis, the  region needs to 
look in more depth a t  the assets and  liabilities and  understand the 
implications fo r  d i f ferent  types of industry. 
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+ Regional resources. More work n~:eds to be done to understand the 
key economic resources in  t h e  community .  For  example, more 
information is needed on the education and training infrastructure 
a n d  t h e  technology i n f r a s t r u c t u r e .  E f f o r t s  should  be made to 
i d e n t i f y  resources re la ted  t o  i n s t i t u t i o n s  of h i g h e r  educa t ion  
including the University of Soutt:ern Maine and the  University of 
New Hampshire. 

+ Inventory all of the industrial and commercial space available for  
development  in t h e  f o u r  towns: a n d  t h e  development  ba r r i e r s  
associated with the sites. 

2. Furlher research potel~tial it~dustrial opportunities ill the region. From Mt. 
Auburn's preliminary work, we would suggest fur ther  research in the  
fol lowing potent ia l  target  indust r ies .  T h i s  work shou ld  ident i fy  
oppor tun i t i e s  f o r  development  in  t h e  region a n d  a ve ry  spec i f i c  
implementation plan: 

+ advanced materials; 

6 environmental technologies; 

+ telecommunications; 

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

+ tourism. 

I m ~ l e r n e w o n  Activities 

I .  Inifiafe work 011 a enterprise developrne.ut strategy. Given the  interest of 
l a id -of f  Sh ipyard  workers in  s t a r t i n g  t h e i r  own business, e f fo r t s  
should  be t aken  as soon as possible to  pu t  toge ther  a n  a f f e c t i v e  
entrepreneurial training program. This would require identifying the 
a p p r o p r i a t e  resources in  t h e  regiorl (i.e., Coastal  Enterprises) a n d  
putting together a proposal to f u n d  a.n actual  enterprise development 
center. 
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2. Initiafe feasibility o f  developing a training/retraiming center with the 
Naval Yard. Efforts  can be made to work with the training personnel 
a t  the  Shipyard to see if their skills can be transferred to retraining 
activities. 

3. Using the KEYS Coalition as a s tar l ing point, build a new regional 
economic developmetrt e f f o r f  i)t [he four towns. T h e  KEYS Coalition 
could be formalized and expanded to include representation from the 
business community and the Naval Yard workers. The Coalition could 
oversee  t h e  economic deve lopment  act iv i t ies  tha t  evolve f rom the  
strategic planning effort. 

4. Initiate work wifh  other commutrifies in the regiort ort a more regiortal 
e f for t .  T h e  KEYS Coalition could s ta r t  making contact  with other 
cities and towns in the Seacoast to build a coalitiorl around some of its 
activities that require broader support. 

5. Irritiate work with some local d e l e n s e  contractors/subco~t lractors on 
diversification work. Based upon M t .  Auburn's interviews with defense- 
dependent  f i rms,  there  might be some immediate  opportunit ies f o r  
working with local companies on effor ts  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 
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EMPLOYMENT & UNEMPLOYMENT: LOCAL IMPACTS 
Estimates of Current and Future Redudions 

Effect of Reductions 

SOURCES: h i n o  Deputmed d L.bar d S o r w t  Shipywd AssotWn. 
NOTE: Only a c t  Job bsaes wue r u d  to c.lcul.le those rlhutos. Figua would be hlghor 1 indkrt and Induced Job kuser were added. 
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POTENTIAL STATE & LOCAL FISCAL IMPACTS ON REVENUES 
By DcmnsWng or Closing of Pottsmouth Naval Shipyard 
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APPENDIX H 

SEACOAST MANUFACTURER'S SURVEY 
1992 (N=42) 

Business PercepEons of Economic Environment in Southern Malne 
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DRAFT--Do Not Release 

Some notes about the day: 

It will be hot. There will be an opportunity to shed jackets immediately after the press 
availability, and I suggest that we do so, after removing wallets. Senator Cohen is 
expected to do the same, and the Navy contingent will be in khakis. 

We will be wearing earphones with radios so tha.t the entire group can hear the 
speakers. If you get too far in the back of the grcbup, which will be large, reception 
gets poor. When we go in buildings, you may need to adjust the volume. 

Shortly after the tour commences, we will enter two elevators, each of which holds 
ten people. The shipyard commander prefers that all Commissioners and Navy Brass 
be on the first trip to the roof. The roof of the Headend Building overlooks Drydock 
#2, in which USS MEMPHIS is docked. Tiles on the roof "float" so watch your step. 

After the tour of Drydock #2, there is some "schmooze time" built into the schedule 
during the ten-minute bus ride to the museum. 

In addition to the attendees noted in the base summary, Admiral Natter 
(Congressional Relations) will be with us. Also, for you CEC-types, the Public 
Works Officer, CAPT Chuck Navin, will also be with us. 

Please adjust your hardhats on the van ride up to the shipyard. 

The shipyard employees are aware that excess capacity is probably the most significant 
factor affecting their continued existence. While acknowledging the difficulties of 
measuring shipyard capacity, they feel that Maximum Potential Capacity as presented in 
the certified data is not sustainable. They point to the mid-80s, when the shipyards were 
quite busy, and note the difficulties that the shipyardls had in maintaining cost and 
schedule. The shipyard scheduler stated that, in addition to drydock availability, a 
number of other factors--particularly personnel--can be on the critical path to timely 
project completion. Due to the layered nature of syslems aboard submarines, many jobs 
are precisely sequenced, such that, if a particular type of welder is unavailable, several 
follow-on jobs might be held up. 

We have asked the Navy to comment officially on the sustainability of maximum 
potential capacity. We have not yet received a certified response; however, the 
indications are that it can be sustained, but only by adding more people and more shifts. 
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135 AP 02-01-95 02:28 PET 43 LINES 
Clinton Talks to Several New Hampshire Radio Stations 

MANCHESTER, N.H. (AP) Although President Clinton has not seen 
the defense department's list of proposed military base closings, 
he does not believe Portmouth Naval Shipyard will be on it. 

In a radio interview with WZID in Mancbester Tuesday, Clinton 
said he has no reason to believe Portsmouth Naval Shipyard will be 
closed as part of defense department cuts. 

"My best judgment is that that will not bappen," he said. 
"This process has received lot of scrutiny and speculation as it 
always does, but i have done my best to malre sure it is as 
non-political as possible on the one hand, but that on the other 
hand the aggregate economic impact on various states and regions is 
carefully considered." 

Clinton told several radio talk show hosts in New Hampshire 
Tuesday that he plans to be a frequent visitor. 

"I think you can look forward to seeing rrie several times," he 
said, without committing to firm dates. 

On WGIR in Manchester, Clinton responded to criticism that he 
has trouble committing to one side of certain issues. 

"I am the only president ever, ever to oppose the National 
Rifle Association in the Congress. It's probably not popular in New 
Hampshire," he said. 

"I think the Brady bill is the right thing t.o do. It's saving 
lives. I don't think we need a million assault;-style weapons on the 
streets of our cities in order to protect the rjghts of the people. 
... And that's something I went to the wall on." 

Clinton credited former U.S. Rep. Dick Swett, who lost his bid 
for a third term in November, with co-writing the original bill on 
congressional accountability. A similar bill rtxently was passed by 
Congress and signed into law by Clinton. 

Clinton also pitched a tax cut plan that he promised 3&1/2 years 
ago on the campaign trail, saying it would "directly impact the 
people of New Hampshire in, I would say, pcltentially several 
ways. " 

Under the plan, middle class taxpayers would be able to take 
deductions for pre-teen dependents and highler education and job 
training, he said. Also, tax-free IRAs would be allowed for 
college, a new home, or care of an elderly parent. 
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April 3, 1995 m. 28 What Bender has learned would be I 
I War between 

I1v.t -one reason Ingalls says it would 
cost the Marines $2.1 billion to buy the 
LHD-7 in 2001 hut just $1.4 billion now. 
" 4 lot ofthings that happencd on aprevi- 

1 ,  ou.; hull vou can corrici on the hull that I 

the states >ou'rz working." Bender says. Ingalls's 
prc..idcnt. Jcrry St. Pi. hopes Congress 
will be tempted by the It~wer price: "If 
vou do need the shiv. the smart thine to 

3htpyaYdS zn Lonnectzcut and MiL - _ - -  

- 
n. -. . - ., ~ - - -. do i:; to huild it sooner rather than later." S S ~ S S ~ P P ~  both Electric Boat uses similar arguments 

for t~uilding the third Seawolf this year. A 
need Navy C O ~ ~ Y ~ C ~ S .  Only me might survive n w e r  submarine is being dcsiyed to 

swim asquietly as the Seawolf. maneuver 

I n 1946, when the Navy stopped buy- 
ing submarines, the Electric Boat 
Co. turned its red-brick shops on the 

banks of Connecticut's Thames River to 
new business. Using the "same ingenuity 
lit] had applied to building submarincs," 
the shipyard introduced the electric Pin- 
Boy, an automatic bowling-pin-setting 
machine. Although the Pin-Jhy met the 
strict standards of the National Duckpin 
Bowling Congress, it was the cold war, 
the nuclear-powered submarine Nauti- 
lus and its descendants that kept Elr'ctric 
Boat afloat for the next 40 years. 

Duckpins won't save Electric Boat or 
the U.S. shiphuilding induz~ry this time. 
either. The Navy wants to spend 51.5 
billion this year to finish paying for the 
third 52.4 billion stealthy Srawolfsl:~ss 
submarine from Electric Boat. Last 
week. Elcctric Boat unvcilcd thc first 
Seawolf at its Groton, Conn., shipyard. 
But there isn'l enough money or ship- 
yard work to go around. And down hc- 
low Intcrstatc 10 in Pascagoula. Miss.. 
lngalls Shipbuilding needs work. too. 

Ingalls. a division of Litton Industries. 
is reedy to build a xvrn th  LHD-class 
Marine amphihinus ship for $1.4 billion. 
but the Marines don't plan to buy anoth- 
e r  LHD until 2001. Unlcss. of course, 
thcy can find more mone). So had news 
this year for Connccticut's Electric Boat. 
a division of Gcneral Dynamics, would 
he good news for Mississippi's Ingalls. 
"The money that is most vulnerable is for 
the Scawolf submarine ar Elcctric Boat." 
says Ronald O'Rourke, a naval expert at 
the nonpartisan Congressional Research 
Service. "And Ingalls's LHD-i  is the ship 
people would most like to add." 

Both vessels have their champions. 
The Marines say thcy nced 12 big-deck 
helicopter carriers to respond t;crises 
from Somrliato Haiti; the LHD-7 would 
he the 12th. The Navy says it nerds the 
Scawolf and a new attack suhmarine bc- 
ing designed by Electric Boat to  outper- 
form new Russian subs: In a hriefing 
nicknamed "The Bear Swims." the Navy 
claims a half-dozen Russian submarines 
are now hardcr to detect than anv U.S. 
boat. Still, the Navydocs not needio buy 
a third Seawolf this year in order to reach 
its goal of 10 to 12 stealthy suhs by 2012. 

But military requirements will take a 
hack seat to  shipyard politics in this de- 
bate. "Logic doesn't play a hand in some 
of the decisions we make." soid Virginia 
Democratic Rep. Norm Sisiskv at a rc- I 
I cent hearing o n  the third ~eaGolf .  

Hidden a@da. Arizona Scn. John 
McCain, a naval aviatorwhose fathcr was I 

a submarine commander in World War 
11, calls thc Scawolf a cold war relic. Vir- 
g i n i  RcpuMican Scn. John Warner and 
his House mllcagucs from Norfolk aim 
to pry more than $48 billion in future 
submarinc business away from Electric 
Boat to Virginia's Ncwport News Ship- 
building, the nation's only builder of nu- 
clcar-powered aircraft carrierz. Ifthey do 
w, they will sink the third Sei~wolf. 

While Elcctric Buat and Ncrvport 
Kcws haggle over nuclear submnrines. 
Ingulls is keeping a lou- profile. Bur Mis- 
sissippiScn.Trcnt Lott. whose fatherwas 
a pipe fittcr :I! 1n~;tll.s. concctfcs th:~t if 
the Scawolf is sunk. '.that would hc a pot 
of money" hc would tap to pity for the 
LHD-7. Pascagcrula's congressman. 
Democrat Gcne Taylor. isn't bashful. ei- 
ther. "If they wcrc going to kill that $1.5 
billion baby," he says. "I'd juqt a5 won 
adopt it.'' And while the politicians ma- 
neuver, workers in Pascagoula and Grot- 
on keep pulling cnhlc. weldingship hulls 
and bending pipc-and waiting to learn 
whcther they will have johs ncxt yc:tr. 

Inpalls's XOO-acre yard on the P:Isc~- 
goula Kivcr employ\ 13.700 people. Even 
if the yard gets to build the LHD-7 nc\t 
ycar, that force is scheduled to shrink- 
and without the ship. Ingall\ will lily off 
1.600 workcrs morc in each of four ycars. 
R. G. "Snapper" B(IX could hr  onc of 
thcm. A pipe fitter's apprentice who 
earns roughly $22.(100 ;I year. he has hecn 
assigned to hydraulics work. where the 
rnilitary's tolemncc for rnislalts is espc- 
cially low. Whcn hc has completed his 
four-year apprenticeship. hc'll be on the 
hotton1 rung of the seniority laddcr. 

L. C. Bendcr. a shipfitting supervisor 
who helps huild the structures of the big 
ships, hasworked 23 years at Ingalls. This 
spring day he is working in what will be 
thc hangar bayoPLHD-5. NOH. it is just a 
shell, one of five 8.Oo-ton. 101)-foot-tall 
modules that will hc fitted together to 
makc the 850-foot-long vessel. Bendcr 
has wurked on a11 five LHDs. hut if In- 
gi~lls docsn't get a contract for the sev- 
enth this yci~r. hc npcc ts  t i t  he dcmolcd: 

more abiy in >hallow water and dcploy 
SEPLLS, the Nav'sspecial forccs. But the 
first won't be ordcred before 1998. and 
Elec:tric Boat won't he able to retain its 
worlc force without building the Scawolf 
in the interim. "Wh:~t is the best way to he 
sure that you can huild these vely. very 
complex (suhmarines]?" asks James E. 
Tunicr Jr., Electric Boat's prcsidcnt. 
"The only way we can be assured of hav- 
ing :his capability in the future is to  con- 
tinue and design and build." In short, the 
nation must buy submarines today in or- 
der ro be able to build thcm tomorrow. 

Piithout work. Electric Boat could 
lose the people who do the unique weld- 
ing dnd wiring at its Groton and Outrn- 
sct Point, R.I.. yards. Sunlight strcatn5 
into Quonsct Point's electrical shop. 
whcre Joe Gilhccny wires the weapons- 
laurlch console of the wcond Scilwolf. 
The light is a hlcssing: It takcs four 
months of 10-hour days to weave 7 miles 
of %ire into the 16.500 connections in the 
ayst~:m that controls the torpedo tuhcs 
and cruise-missile launchers. 

H' Elcctric Rt)at fails to land 
the third Seas\.olf, it uill closc 
Ouonset Point and mothball Elcctrir. Boat wi l l  lose Bill 
its ciachines. "I'll he laid off," "I'm not a hox of rocks." h 
say ;  Gilheeny. Andl i f  he Says. ''1 c:tn Ica\'\.~ hcrc todq 
Icilves. he u,on't come back: he and pet a job." But once ou 
already has a job offer in Cola- th~ '  door. he won't be hack. ci 
riidc~. "l'vc bcen an outside thcr. "11's gonn;~ ~c. ) \ t  'em. 1'1 
elcc~rician." hc sais. ..Not just he honest with !ou." he sily 
anyt~ody could wdk in and do "For mc to come hnck her, 
this. It's almost like artwork: with the chance of beine Iaii 
there's a finesse to it." off again. I don't want i o  

A feel for steel. Some 200 through it all over again.'. 
people used 10 work at Ouon- Skilled workerslike Hall:rnt 
sct I'oint's steel-processing fa- Gilhccn!. i ~ n d  the ntrclcar. 
cilit)., where stcel is bent ;nto qt1;llified pipe fittcrs at EIcc. 
hull:.. No* just L5 are finishing tric Boat iton.1 he e:lsy to rc 
the 'ast sub the Na\y has or- plilce. -'l'm 54." S ; I ) ~  m;lchinr 
dered. "Bending steel is nc.lt shop arc:) supcr in tendcn~ 
something rryu take out of i, Hank Morctri. "Say this placc 
texttook," says Roger B;111, the closes and 10 ycars from now il 
foreman, who ha; almost 10 starts up again. I'm not going 
yc;tr: on the job. "There arcn't to want to come back to work 
loo Inany people who have a GO look at the guys in here. 
feel for the stcvl." There arc no kids doing thib 

%'.lthut~l !he third Sc:lrr,olf. tod;~y." The cost of repli~cjng 

to a U.N. Persian Gulf War repara- 
OIL.. . thns fund and $200 million to U.N. 

agencies providinll relief to Kurds 
f m  - and others in northern h q .  

u This d d  leave Baghdad with 
about $1 bion over six months for 
relief purchases, a!; apposed to $900 
million of $1.6 billion under an origi- 
nal oil sales plan formulated in 1991. 

7 

Electric Boat's workers ma): 
save their johs. It would cost S1.5 hilli(~n 
to build the third Scawolf this year hut at 
least $1 billicrn to cancel it. since Elcctric 
Boat woultl shift overhead costs to o ~ h c r  
work such as the new sub i! is designin;. 

Shipbuiltlin$ is a dying industry in 
America. kept alive I;~rgcly hy the mili- 

YARDS ...Pg. 8 1 
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ITOP brass fear 
I is'manufactur 

Senior ~ . ~ ' m j l i t a r y  officers say 
]ran Is building up forces around 
' thlsiraitof Wormus for defensive 
purposed, and some worry that the 
Clinton bdministration is "man- 
.dacturing a crisis" over the de- 
p l k e n t s .  

One officer involved in main- 
taining American forces around 

' the Persian Gulf said Defense S ~ C -  
retary William Perry is giving "in- 
flated" numbers for an Iranian 
troop buildup around the strait, a 
vital shipping channel for oil. 

"1 think they've [Iran] taken ac- 
tion purely a s  ;defensive counter- 
measure to what we've been trying 
to do;' said a senior Army officer. 
"They're afraid of what we might 
do." 

Xavy and Army officers said in 
recent interviews that it appears 
the hard-line Muslim regime be- 
gan positioning troops and mis- 
siles around the strait in October 
as a reaction to two U.S. moves: the 
bolstering of American forces in 
the Gulf region after Iraqi divi- 
sions menaced Kuwait and the Na- 
vy's diversion of two Iranian- 
flagged oil tankers. 

"Shipping intercepts had in- 
creased last fall in the Gulf;' one 
military officer said. "They're vio- 
lently opposed to the U.S. being in 
the Gulf anyway." 

Led by the carrier USS Constel- 
lation, a Navy battle group is inter. 
cepfing and inspecting ships to en- 
force a U.N. embargo on Iraq. U.S. 
intelligence has detected Iranian 
tankers attempting to smuggle 
Iraqi oil out of the Gulf in ex- 
c h a n ~ e  for a per-barrel fee. 

A Defense Department official 
said the number of inspections has 
slackened and no Iranian tanker 
has been stopped in recent weeks. 

Conccrninu the I n n ~ a n  buildup, 
the Clinton administration itself 
has given conflicting public as- 
sessments of why the revolution. 
ary wvernment moved to station 
troops, anti-ship missiles and anti- 
aircrart missiles aroundthe strait. 

At first. Gen. John Shalikash- 
vili. chairman of the Joint Chiefs 
of Staff. expressed alarm over the 
deployment. 

"What this is ell about bothers 
us very n~uch,"he said on March I .  

'I'he next day, however, Presi- 
dent Clillton played down the de- 
vehxnent,  a s  did Defense Depart- 
ment spokesman Ken Bacon. 

"We don't see it a s  something 
thatkdesiyned to threaten interns- 
tiolul or U.S. shlpping in the area," 
Mr. &con told reporters. 

But hlr. Perry, while on a trip to 
the MiddleEast to encourage mod- 
erate Arab states to increase their 
defenses last week. sounded the 

Whlte House 
mg' lran cnsis 

alarm again over the Iranian de- 
ployment. 

"We consider it a very threaten- 
ing action on their pan. . . It can 
only be regarded as .a potential 
threat to shipping in the arra:'Mr 
Perry said during a news confer- 
ence aboard the frigate USS 
McClusky in Abu Ilhabi. United 
Arab Emirates. 

The defense secretary wants 
Saudi Arabia. Kuwait and other al- 
lied Gulf nations to hold mure joint 
exercises with the United States. 
He also asked the United Arab 
Emirates to play host to enough 
pre-positioned weaponry to equip 
4,000 American troops. 

Mr. I 'er~y told reporters Iran 
had stationed 6.000 troops on is- 
lands near the strait. 

But an Army and a Navy officer 
with access to the intelligence re- 
ports said in interviews that the 
correct figure is about 3,700. 

"It spunds to me like we're try- 
ing to manufacture a crisis," said a 
senior Ammy officer. "If you ask 
me, the best thing we could do is to 
ignore tllose ttwps. What offen- 
siveaction could they launch from 
an island?" 

As for Mr. I'erry's assertion that 
the buildup is a "potential threat to 
shipping:' the Army officer said: 
"Why would they [Iran] want to 
close the .Strait of Hormuz? The 
only money they make is from oil. 
and every drop of it comes through 
the Strait of Hormuz:' 

The  military officers, who 
agreed to be interviewed on the 
condition that they not be identi- 
fied.also said intelligence analysts 
at the Pentagon and at U.S. Central 
Command in Florida haw con- 
cluded that Iraq, in fact, did intend 
to invade Kuwait a second time 
last October out of frustration 
over the crippling effects of the 
international embargo. 

It is difficult to determine the 
intent of lraqi units because Pres- 
ident Saddam Hussein moves 
them around frequently "so they 
don't get too comfortable or too 
friendly with the 1ocals:'the Army 
officer said. "By moving them 
around, he masks what they are  up 
to:' 

But in this case. Central Com- 
mand noticed formations that indi- 
cated Iraqi tanks were positioning 
to attack - as  in August 1990, 
when they invaded and occupied 
Kqwait for eight months. 

"We think they were going into 
Kuwait," the Army officer said. 

Army Gen. Binford Peay 111, 
Central Command's top officer, no- 
tified the Pentagon and argued for 
a massive counterdeployment to 
thwart Iraq. 

Mr. Clinton agreed and ordered 
thousands of t m p s  to the region. 
Iraq backed down. 
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Gulfs Arab leaders exmess 
qualms with U. S. poli'cies 
By Arnaud cle Borchgrave 
TUL H * S W N O T ~  ~ M E S  

Five of the six Arab Gulf 
states - all anxious to maintain 
good relationswith the United 
States - have serious reserva- 
tions about U.S. policies in the 
region, according to top officials 
in their gow:rnments. 

BUT none of thos'e' concerns 
was expres:red to Defense Sec- 
retary Willi;am Perry during his 
six-day visit to the Gulf. 

The Gulf state of Qatar had 
already agreed to pre-position 
equipment for a second U.S. 
armored brigade in the region 
before Mr. 'Perry Left Washing- 
ton. 

Equipmellt for the first bri- 
gade of a planned 17,OWstrong 
U.S. armored division is already 
in place in Kuwait. 
.- The United Arab Emirates 
gave Mr. Perry a polite but 
equivocal "maybe" for a request 
to pre-position equipment for a 
third brigade. 

Iraqi Foreign Minister Mo- 
hammed Sr~eed Sahhaf visited 
Q a t p  shortly before Mr. Perry 
did at the Gldf state's invitation. 
He then went on to Oman, also 
by official invitation. 

Oman, Q ~ ~ t a r  and other Gulf 
states say privately that U.S. pol- 
icy toward Iraq is  misguided. 
Gulf heads #of state and govern- 
ment, foreign and defense min- 
isters told The Washington 
Times: 

Americi~ is our best friend 
and principal guarantor of the 
world's most vital interest. so 
why should we antkgonize your 
secretaries ,3f state and defense 
with things they don't wish to 
hear? 

Sanctior~s against Iraq have 
outlived their usefulness. You 
are  not hurting Saddam Hus- 
sein, but strengthening him. He 
needs the beleaguered-state . 
syndrome b) justi y hrs despotrc 
grip on the Iraqi people. Sanctions 
are hurting everyone except the 
regime. 

You are all30 hurting and antago- 
nizing 'Ibrlcr!y, which has already 
lost $10 billion to $20 billion in 
pipeline and trade revenue from 
Iraq. 

The Uni:ed States failed in its 
objective to  dislodge Saddam. You 
miscalculatc:d both before the 

Iraqi invasion of Kuwait and after 
Iraq's defeat. First, the U.S. inad- 
vertently - some even say delib- 
erately - gave Saddam the wrong 
signals. Saddam then interpreted 
the waffling as  a yellow light tq 
move into Kuwait a t  a time when 
he already had 100,000 troops on 
its borders. 

We don't feel threatened by 
Iraq. Some of us even hunt falcons 
there (even though it's a long over- 
land trip from Amman, Jordan). 
There is  nothing the poor, ex- 
hausted lraqi people can do about 
their dictator. The regime's ruling 
class lives just a s  well a s  before, 
with special stores that supply a11 
the luxuries the elite have long re- 
garded as  the perks of slavish obe- 
dience. There is even a perception 
growing among the little people of 
Baghdad that Iraq has fallen vic- 
tim to a plot by the world's last 
superpower. 

Iraq has told us it will sign a 
peace treaty with Israel as  soon as  
peace is signed between Syria and 
Israel. Deputy Prime Minister 
?griq Aziz has notified an  Israeli 
intermediary that it no longer con- 
siders itself a belligerent in the 
Arab-lsraeli conflict. ' 

Iraq has been clandestinely 
exporting some 350,000 barrels of 
oil per day. About 75.000 of those 
barrels go to Jordan, the rest in 
low-in-thewater barges to Iran for 
re-export a s  Iranian oil, and in 
tanker trucks into n r k e y  (at $5 to 
S8 a barrel and with tolls paid to 
Kurdish middlemen). 

Aslong as  Israel remains a nu- 
clear power, Iran. Iraq, Pakistan 
and others will pursue a counter- 
vailing nuclear strategy. The only 
way to rein in Iran's ambitions is 
by engaging the regime diplomati- 
cally. Overtures will be rejected a s  
long as  lran believes there are  p r e  
conditions. 

Iran has stated publicly that it is 
not opposed to developing its nu- 
d e a r  energy under the control of 
the International Atomic Energy 
Agency. Why not exploit the open- 
ing? The United States negotiated 
with North Korea rather than face 
military confrontation and the de- 
struction of Seoul. Maybe all you 
did was gain a little time until com- 
munism collapses there too. Isn't 
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tary. And this year, as Congress battles 
over Seawolfs and LHDs, it will be dc- 
ciding whether the nea  person to leave 
will be Mississippi's "Snapper" Box or 
Rhode Island's Ro cr Ball. There no 
longer will be work k r  both of them. 

BY BRtrE K AI.FI-EH 
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AM-CT--Submarine Wars, Conn Ejt,690 
Shipyards' Battle Over Submarines Heats Up On Capitol Hill 
By MELISSA B. ROBINSON= 
Associated Press Writer= 

WASHINGTON (AP)  The war over where to build the first New 
Attack Submarine is heating up on Capitol Hill. At least one 
Virginia Republican h a s  vowed to h e l p  hrs home-state shipyard vie 
with Electric Boat for the contract. 

"There should be a competition for the New Attaclc Submarine," 
said U.S. Rep. Herbert Bateman, R-Va., a high-ranking member of the 
House National Security Committee, in an interview Friday. "To me, 
it borders almost on the obscene for the U.S. government to select 
between two competitors (without biddin?) . ' I  

Bateman has promised to support legi-slation, to be offered later 
this year, forcing the U.S. Navy to go against its current plan and 
open the first submarine up for competitive bidding. 

In doing so, he h a s  taken up the cause of Tenneco's Newport News 
Shipyard and Dry Dock Co., which is aggressively lobbying on 
Capitol Hill for the chance to build the New Attack Submarine a 
year and a half after the Clinton administration adopted a plan to 
keep it out of the submarine business. 

PRESS RETURN TO CONTINUE OR ENTER ANOTHER REQUEST. 

The plan, which is s t r o n g l y  backed by the Navy, calls for all 
nuclear submarines to be built by General Dynamics Corp. 's Electric 
Boat Division, which has plants in Groton, Conn., and Quonset 
Point;, R.I. At the same time, all n u c l e a ~ r - p o w e r e d  aircraft carriers 
would be built by Newport News. 

The strategy was aimed at keeping open two nuclear-capable 
shipyards, something Newport News and backers like Bateman now say 
may be costly and counterproductive. 

"The two doesn't give you anything that one couldn't give you 
in terms of being able to produce anything that anyone contemplates 
ever being produ~ed,~ Bateman said. "Wk.y have two i f  having two 
means being more expensive?ll 

If the plan is scuttled, it could have implications not only for 
the New Attack Submarine, now being designed by EB, but for the 
third Seawolf sub~narine, a $2.5 billion vessel t h e  Navy believes i s  
essential to keep EB afloat until the new submarine goes into 
production in 1998. 

The loss of any submarine business could potentially cripple EB, 
which makes only submarines and already p l a n s  to reduce its work 
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force by the end of t he  decade to about 6,000 from 22,000 in 1992. 
By contrast, Newport News has a var ied  base of commercial and 
government business. 

PRESS RETURN T O  CONTINUE OR ENTER ANOTHER REQUEST. 

In EB's corner is the Navy, and Rhode Island and Connecticut 
lawmakers, some of  whom are angry that colleague8 such as Bateman 
are apparently ready Lo force t h e  Navy t:o abandon its own policy. 

Adding to their frustration ie the fact that Newport News was 
awarded the c o n t r a c t  for the CVN-76 nucl.ear-powered aircraft 
carrier, which Congress funded this year-. . . It was very clear last year that there was an understanding 
that if the Connecticut delegation didn't. go after the aircraft 
carriers, that the Virginians wouldn't k'otheu us on submarines," 
said a congressional aide who requested anonymity. "Clearly, the 
Virginians aren't living up to their end of the bargain." 

Others insist Congress should respect t h e  Navy's view that 
introducing competition at this stage would drive up costs, delay 
the program and, ironically, could thwart competition in the 
long-run by driving EB out of business, leaving the nation with 
just one nuclear-capable shipyard. 

They also cast doubt on Newport Newst cla im t h a t  it could save 
the U.S. government some $2 billion over the first five New Attack 
Submar ines ,  and up t o  $ 1 0  billion i n  the long-term. 

Bateman, for his part, denies there w i 3 ~  any tacit agreement. 
Moreover, he rejects the argument that h:is traditional support for 
the Navy, which has huge f a c i l i t i e s  i n  Virginia, means he should 

PRESS RETURN TO CONTINUE OR ENTER ANOTHER REQIJEST. 

accept its submarine policy without q u e s t i o n .  
"The Navy understands that they have few people in the Congress 

more supportive than I have been or expec8t to be," he s a i d .  "~ut 
they have t o  understand I am not going t.o approve of doing what I 
see as dumb things, dumb in terms of fiscal policy, and dumb in 
terms of national security." 

2 AP 04-09-95 OL:09 PET 73 LINES 
AM-CT--Submar ine  Wars,690 
Shipyards' Battle Over Submarines Heats Up On Capitol Hill 
E d s :  A l s o  moved i n  advance for Sunday AM8 
By MELISSA B. ROBINSON= 
Associated Press Writer= 

WASHINGTON ( A P )  The war over where to build the first New 
Attack Submarine is heating up on Capitol Hill. At least one 



John Earnhardt 
Base Closure Commission 
1700 North Moore St. 
Suite 1425 
Arlington, VA 22209 

John, 

Please finu enclosed a copy of President Clinton's comments 
regarding the Por2tsmouth Naval Shipyard during the interview 
that aired on WERZ FM, as well as WMYF AM, WSRI FM and WZNN AM, 
all owned by Precision Media in New Hampshire. 

, 
Assistant Program Director 
WERZ/WMYF 

Precision Media 
Box 1540, 1 1 Downing Court Exeter, NH 03833 6031772-4757 6031431-7745 Fax 6031 772-8464 
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May 30, 1995 

MEMORANDUM FOR MS. MADELYN R. CREEI3ON, GENERAL 
DEFENSE BASE CLOSURE AND RE:ALIGNMENT C 

d 

FROM: GEORGE R. SCHLOSSBERG AND JENNIFER L. PEP 

SUBJECT: LEGAL AUTHORITY OF DEFENSE BASE AND CLOS 
COMMISSION TO RECOMMEND I'RIVATIZATION OF A DEFENSE 
FACILITY 

On March 1, 1995 the Department of Defense ("DoD") recommended to the Defense 
Base Closure and Realignment Commission ("Commission") the closure of the Naval Surface 
Warfare Center, Crane Division Detachment, Louisville, Kentucky ("NS WC Louisville"), and 
the relocation of appropriate functions, personnel, equipment, and support to other naval 
activities at remaining bases. In response to this recommendation, the Louisville community has 
proposed that the Commission consider the privatization of NSWC Louisville by transferring the 
facility to the local community which will in turn lease or transfer the facility to defense 
contractors to perform the work currently completed at the facility. This proposed privatization 
by the Louisville community is outside the authority of the Commission to recommend, would 
serve to transfer Core logistics functions away from government owned and operated facilities, 
and is otherwise imprudent. 

1. The Commission may not consider "advanc:e conversion planning" in closure 
recommendations and thus the Commission nlay not recommend privatization of 
NSWC Louisville. 

The Defense Base Closure and Realignment Act of 1990, as amended (the "Act"), states 
at $ 2903(c)(3)(B) that, when considering military installations for closure or realignment, the 
Secretary of Defense ("Secretary") may not take into account, for any purpose, any "advance 
conversion planning" undertaken by an affected community with respect to the anticipated 
closure or realignment of an installation. Section 2903(d)(2)(E) of the Act makes this prohibition 
binding upon recommendations of the Commission as well. Section 2903(c)(3)(C)(ii) specifies 
that advance conversion planning includes: 
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development of contingency redevelopment plans, plans for economic 
development and diversification, and plans for the joint use (including civilian and 
military use, public and private use, civilian dual use, and civilian shared use) 
of the property or facilities of the installation after the anticipated closure or 
realignment. Emphasis added .] 

Clearly, the community plan to privatize NSWC Louisiille falls squarely within this prohibited 
definition of "advance conversion planning." 

In keeping with this statutory prohibition, Assistant Secretary of the Navy for Installations 
and Environment Robert B. Pirie, Jr. stated in his March 6, 1995 testimony to the Commission 
that the Navy did not consider privatization in place or some sort of private-public partnership 
in its' recommendation for Louisville, as it is outside the authority of the Navy to take 
community-inspired reuse options into account. In not considering such reuse options, the Navy 
acted in full compliance with the Act. 

Although it is understandable that the Commission should wish to ameliorate the 
economic impact that a base closure may have on a community, it is neither the Commission's 
duty nor permissible under the Act for the Commission to take advance conversion planning by 
a community into consideration when deciding whether to recommend a closure or realignment 
under the Act. Should such reuse planning be considered in the base closure selection process, 
the Commission would find itself evaluating the viability of private sector business plans in lieu 
of evaluating the military value of a military installatior1 in accordance with the final selection 
criteria and the force-structure plan. 

2 .  Implementation of the community plan for NSWC Louisville will result in DoD 
losing part of its Core Logistics capability. 

As part of its presentation to the Commission, the Louisville community identified five 
Core Logistics functions performed at NSWC Louisville as follows (see attached Louisville 
slide) : 

* Naval Gun Weapon Systems 
* Surface Missile Systems Launchers 
* Shipboard Physical Security 
* Specialized Mechanical Technology and Manufacturing Repair Facility 
* Management and Distribution of Naval Drawings 
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The Navy protected Core Logistics functions in its recommendation to the Commission 
by recommending that the activities at NSWC Louisville be relocated "...to other Naval 
activities. " 

Section 2464(a)(l) of title 10, United States Caie, states that: 

"Section 2464(a) Necessity for core logistics capability. - (1) It is essential for 
the national defense that Department of Defenre activities maintain a logistics 
capability (including personnel, equipment, and facilities) to ensure a ready and 
controlled source of technical competence and resources necessary to ensure 
effective and timely response to a mobilization, national defense contingency 
situations, and other emergency requirements. 

Moreover, in pertinent part, section 2464(b) states: 

"Section 2464@) Limitation on Contracting. - (1) Except as provided in 
paragraph (2), performance of a logistics activity.. .may not be contracted for 
performance by non-Government personnel.. . .(2) The Secretary of Defense may 
waive paragraph (I) in the case of any such logistics activities.. . .Any such waiver 
shall be made under regulations prescribed by the Secretary and shall be based 
on a determination by the Secretary that Government performance of the activity 
or function is no longer required for national defense reasons." 

While there has been some question as to whether the Congress will continue the 
requirement to maintain a certain percentage of depot level work within DoD organic activities, 
there is no effort to remove core activities from DoD owned and operated facilities. By its very 
terms, the community plan is at odds with the statutory :requirements of section 2464 and must 
be rejected as a statutorily impermissible alternative at cdds with the selection criteria. 

3. Privatization of NSWC Louisville denies the savings and efficiencies of cross- 
servicing that the Joint Cross-Service Group on Depot Maintenance is seeking to 
accomplish. 

The Deputy Secretary of Defense in a January 7, 1995 memorandum sets forth policy 
guidance on the base closure process. In this memor;mdum the Secretary addresses cross- 
servicing opportunities and provides that where operational and cost-effective, the Services 

- - -  

should strive to retain in only one Service military-unique capabilities used by two or more 
Services; consolidate workload across the Services to reduce capacity; and assign . . operational 
units from more than one Service to a single base. 
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The DoD's proposed consolidation of the Navy's gun barrel plating workload to the 
Army's Watervliet Arsenal in New York allows for a cross-servicing effort between the 
Department of the Navy and the Department of the Army. The community's plan sabotages this 
attempt at cross-servicing. 

Moreover, anticipated savings from the c1osui:e of NSWC Louisville, based on the 
consolidation of activities to facilities where excess capacity currently exists, will be lost. 
Although the community plan maintains that savings will result from the privatization because 
infrastructure and worker costs to the DoD will be elin-linated, the proposed privatization does 
not take into consideration the savings that will be achieved at other installations from reducing 
excess capacity at those bases. 

4. ' Previous Department of Defense experiences with Privatization-in Place have not 
proven successful. 

As part of its review of the DOD recommenda1:ion and selection process, the General 
Accounting Office reviewed the 1993 recommendation to privatize Newark AFB; that 
recommendation, independently fashioned by the Air Force without regard to any advance 
conversion planning by the community, is clearly permissible under the Act as it did not sanction 
such impermissible "advance conversion planning." Nt:vertheless, in implementation the plan 
to privatize Newark AFB is remarkably similar to the community plan for NSWC Louisville. 
Unfortunately, the Newark effort has not gone smoothly, in those very areas that the instant 
community plan fails to address, i.e. conveyance of IA.I-I~ problems, government production 
guarantees, etc. In fact, in its April 14, 1995 report to the Commission @-261024), the General 
Accounting Office states the following about the Newark AFB privatization effort: 

Among other things, one-time closure costs had doubled and may still be 
underestimated. As a result, the payback period has increased to at least 17 years 
and as much as 100 years - depending on the assumptions used. Moreover, 
projected costs of conducting post-privatization operations could exceed the cost 
of current Air Force operations and reduce or eliminate projected savings. 

5. Even if it were within the Commission's jurisdic:tion to recommend privatization, the 
potential "private developers'' have not made any commitment to participate in this 
project. 

The community plan is based upon a hypotheticxd business plan with little economic 
analysis and no firm commitment from any private entity that it is willing to participate in the 
venture. In fact, the only assurance that private industry will participate in this &erne is in the 
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form of two letters of "interest", one from United :Defense and one from Hughes Missile 
Systems, both of which assume the successful completion of sole-source contract negotiations 
with the Navy. 

At the April 12, 1995 BRAC regional hearing in Chicago, the Louisville community 
testified that these two letters, dated April 3rd and April 5th, 1995, respectively, "are the 
culmination of months and months of ongoing meetirigs with these contractors." (Emphasis 
added.) Yet even after all these months, neither United Defense nor Hughes Missile System has 
entered into any agreement or commitment with the City to participate in this project. In fact, 
both entities have expressed reluctance to commit to such a venture. In particular, United 
Defense, in the very letter offered as an endorsement of the plan, states: 

We do, however, have some concerns about you  proposed concept--particularly 
the plan to consolidate new build gun activity at the center. We cannot now 
support this portion of the plan because we do not have a business analysis that 
financially justifies to the Navy such a move. 

Even Hughes Missile Systems, which the City suggests would lease another part of the 
facility to perform phalanx weapons system work, state:; with regard to its own participation in 
the project that Hughes is only now assimilating data to prepare a "business plan" for possible 
Hughes participation in the proposed gun center of excr:llence. Moreover, Hughes goes on to 
say that the development of the business plan will only provide the basis for discussions 
regarding the viability of Hughes' involvement in the project. 

Notably, neither the community plan or letters of interest addresses those very sticking 
points that have proven so troublesome at Newark AFB, i.e., pass-through transfer of the 
property to the community and then to a private contractor absent special statutory authority, 
environmental indemnification to the community and the contractor, government guarantees of 
production levels sufficient for the contractor to maintain the facility, and so forth. Thus, the 
community proposal not only does not provide the Commission with any reasonable assurance 
of viability, it fails to address the very issues that make the Privatization process so difficult. 
If the Commission were to approve such a plan in this BRAC round, the likely result is that the 
Navy continue to own and operate the facility at Louisville long after the Commission has made 
its final recommendation and disbanded, thereby circumventing entirely the intended BRAC 
purpose of closing public facilities that are in excess of the military's reqGements. 
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5. Conclusion. 

The Commission should reject out of hand the Louisville community's proposal to 
privatize the NSWC Louisville. Neither DoD nor thr: Commission should consider advance 
conversion planning in their recommendations for closure and thus the Commission should not 
now consider the sole-source Privatization proposals from Hughes Missile Systems and United 
Defense. Moreover, the Commission should not entertain any proposal that will serve to 
undermine the Core logistics capability of the Department of Defense under section 2464 of title 
10, United States Code. To meet their statutory obligations under the Act, the Commission must 
look to the DoD's recommendation to close the Naval Surface Warfare Center and ask if the 
DoD deviated substantially from the final selection criteria. Inasmuch as there has been no 
showing of such substantial deviation, the Commission should not now overturn the DoD 
recommendation. 

cc.: Mr. Arthur L. Collins, Exec. Dir., Hampton Roads Planning District Commission 





MAXIMUM CAPACITY COMPUTATION FOR NAVAL SHIPYARDS 
(Mathematical Calculation vs. Reality of Work Execution) 

Potential shipyard workload (when compared to predicted shipyard workload) provides a measure 
of adhtional capacity. Ths  variance may be useful to approximate available margins to accept workload 
surges during short periods of workload (upldown) transients. When shipyards calculated their potential 
workload for data calls, there was no place to explain the typical workload scenarios experienced by 
shipyards over time such as: 

(1) Steadv State Workload with limited mix of surface shiplsubmarine classes and availability 
types (work packages) with minor workforce adjustments over time. 

(2) Steadv State Workload with wide mix of surface shlp/submarine classes and availability type 
with minor workforce adjustments over time. 

(3) Short Term Workload (UuDown) Transients where workforce adjustment is not feasible. 
(4) Prolonged Workload Overload/Underload condlb!ons where workforce adjustments are 

necessary but not readily achievable due to conditions beyond the control of the shipyard i.e. RIFs. 

Shipyards were instructed to use OPNAV Note 4710 data base to develop predicted and potential 
future workloads. There was no difliculty in determining preclicted workload since it was a "snap shot" of 

n time. & $ m w @ w C C  i 

m pyard typically desires to heavily 
load their facility with a broad range of surface ships and subnlarines such that their maximum capability 
is demonstrated. A shipyard maximum physical capability historically ch more than its 
successful execution capability. This was continually demonsfrated in virtue of the fact that 
a large increase in Fiscal Year workload was not translated into schedule or Fiscal success. Schedules 
slipped year to year, cost increased drastically and so did overtime. While this judgment is a positive 
indicator of a shipyard's volume of work, in actual execution, ~t often translates to failure. Short term 
workload surges (2 months) are easily accommodated; Prolonged work overloads have been extremely 
difficult for shipyards to accommodate without schedule delay!;. Shipyards have incurred late delivery of 
many major availabilities with resultant increased costs when attempting to execute work overloads in 
past years. Borrowing/loaning per ards, vihich is used to assist specific overloaded 
shpyards at various times, is no lo you consider all shpyards remaining would also 
be in a maximum capacity condition. #Waxiaf,OtWm~m) wwklaid &it a m '  

;Qf W,+pyarQ 49 w-that levEi d e m  W w /  
d potential (maximum) workload is defined by simply summing 

the maximum achievable workloads from all shipyards, without consideration of past cost and schedule 
performance during peak periods, it places excess capacity in cluestion. Consideration must be given to: 

(1) lack of ability to borrow shipyard workers 
(2) lack of an in depth evaluation of shipyard facilities and special equipment maintenance 
(3) lack of other practical considerations associated with continuously operating a navy depots at 

maximum capacity. 

Navy needed to go well beyond simple calculations in assessing the need to retain 4 of their 8 naval 
shipyards after the BRAC process is complete in FY95 (with the closure of 2 nuclear submarine and 2 
non-nuclear surface ship shipyards to be completed by 1996). Military judgment, having been applied to 
apparent conclusions one could draw from the numbers, has served to quallfl the pure statistical data and 
apply a sense of reality to data call capacity reported by naval shipyards. 
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All submarines, now and future and 75% of the current and future fleet can be docked here at 
PNSY. 
Modernized facility to carry out today's missions. 
Modernized DD #2 FACILITIES can't be replicated elsewhere without considerable milcon. 
Piecemealing the removable dd covers and other aspects of the dock would result in a loss of 
efficiencies. Comparison btw MINSY refueling and PhrSY refueling seems to be attributable to 
efficiencies gained from the DD#2 complex. 
Submarine work is significantly more difficult than sur Face work--total experience at PNSY 
exceeds by about 113 that of the other remaining yards. 
Special Hull Treatment must be performed in climate-c'ontrolled area. Lock-step, Clean metal, 
adhering tile, vacuum test. Learning curve reflects efficiencies that can be gained through 
specialization. (BD) 
Two-fold value in specialization. Fewer mandays saves money, but also, the sooner we can get 
ships out of yards, the less ships we have to have. From 100 attack boats to somewhere between 
40 and 55. I'd like to tell you some of the things these boats are doing when we get back to 
Washington. (CNO) 
Why wouldn't the Navy invest in the kind of system that you have here to get that kind of 
performance? (BM) 
Part of the problem is up-front money. You need to pay in the year things are authorized. I don't 
know how many 688's I'm gonna have. We've settled a minimum number, but I don't know how 
large the maximum is going to be; it depends on how all this shipbuilding argument goes on for 
the next few years and how much money is going to be available. But I can tell you that this class 
of ships will be with us until 2026 at the minimum. Do I' need a lot of yards facilitized to do this? 
No. Do I need a capability here? I think the answer is yes. We've got what we need here; so, I 
can send ships here. I don't need to duplicate it everywhere. I don't have that kind of money, and 
I can keep Portsmouth fully loaded. (CNO) 
This is a nice facility, but it requires a coming together of things. (BD) 
Yes, but your answer will ring hollow to whoever doesn't have one. (BM) 

Admiral, if you were to hazard a guess at facilitizing a private facility? (JB) 
40-60Mil and 3-4 years (BD) 
I'd like to have two shipyards, one building carriers and one building submarines, but I don't 
want to throw into that political and business morass the maintenance. Just look at what we're 
going through trying to get one. I'd like to be able to tun1 to a guy in the same color uniform and 
say, "Fix it!" We have real short negotiations. (CNO) 
Both EB and NNS have said that they will shut down if i.hey don't get SEAWOLF or the New 
SSN. (WC) 
Doesn't that imply that you need to send more money into those yards to keep them viable? 
( W S )  
Navy's plan: EB for submarines, NNS for carriers. Congress has mandated that 60% of the 
maintenance must be done in the public sector, and NOR.VA might be able to do it all, but do 
you want to put all of your nuclear eggs in one basket. DON trying to maximize capability with 
current budget. (WC) 
After this BRAC, we will have closed half our shipyards. We want to retain nuclear-capable 
yards because I don't want to get in a position where I don't have enough internal capability to 



accomplish the work should the industrial capability go away or get significantly smaller. This is 
not a service that shies away from cutting. (CNO) 
DON spent over 50M over last few years storing nuclear inaterials on shipyards and doing 
environmental impact statements. (BD) 
Currently doing maintenance planning and maintenance facility planning for SEAWOLF. 
Either this yard or Charleston would close. That was the tough decision, and Charleston was 
picked in 93. From my point of view that's why we find ourselves in this position today. We 
decided to spend our money here to facilitize PNSY. (CNlO) 
What would it mean to put all of the East Coast work into Norfolk? (WC) 
Metric we've sent to Staff is as good as any other, though it's an immense over simplification of 
a complex thing. 1% total capacity if PNSY closes, and as a good manager, you don't engineer 
yourself down to no excess capacity. There is a lot of work if you put it all in one place. Realize 
that it's not just industrial facilities, but also the command and control among the managers and 
how much work the technicians and managers can efficiently perform. QOL for sailors if you put 
everyone into Norfolk. Eggs in one basket. (BD) 
From an operational standpoint, I don't ever want to get down to a point where there are no 
choices. We can't assume that no one is going to shoot at us, or that no one is going to run 
aground. (CNO) 
How many refuelings can we do totally with the yards configured as they are now? (SLK) 
3. Norfolk, Pearl, Puget. Other reasons that subs and ships go into drydock other than refuelings. 
(BD) 
Off-site work: PNSY averages 42 emergent repairs per year. 
Personnel skills can't be developed overnight. 

[Some confusion about numbers of RAEs.] It'll be 6 by the Fall of 96. There are 4 now, there 
will be 5 by this fall. These include the ones that are being used for cruiser work. (BD) 

Dilemma of a Commissioner. Admiral DeMars' Idaho argiment might be persuasive to some, 
but short-term nuclear storage is a problem for the private :sector, as well. Other dilemma keys on 
the word nuclear, but there seems to be an inconsistency depending on what coast you're on. 
Putting all your eggs in one basket in San Diego--I'm getting letters reminding me about Pearl 
Harbor. (BM) 

I don't want to close Long Beach any more than anyone else. They're a great yard doing great 
work, but they're doing a different kind of work. On West Coast, ships will be some in Japan, a 
lot in Pearl Harbor, a lot in the Pacific Northwest and more in San Diego. There aren't any ships 
homeported in Long Beach because we closed the homepoi? down. [Describes East and Gulf 
Coast homeports.] We're spread our about as much as we can afford to be. There is some benefit 
to concentrating in one place. (CNO) 

Given budget constraints, if you spend more money to refuel 688s, won't you have less money to 
buy a new SSN? (WLS) 



By closing PNSY, over twenty years, you might save enough to pay for part of a new SSN, but 
that assumes you don't have an accidental grounding, or that you don't refuel an additional 688 
and have to facilitize another yard. (Pirie) 
Why would you want to spend money to facilitize sonleorle else, and do away with a quality 
workforce. Then spend more money to requalify another workforce? (CNO) 

You do have to pay some upfront money to close a shipyard. Radiological cleanup requires about 
$220M at MINSY and CNSY. (BD) 

We can't consider that cost, and you can't either, because someday we'll have to clean it up. But 
if that someday is today, and we're cash poor, then you're talking about money that could pay for 
something. (CNO) 

That comes out of your TOA? (BM) 

Yes. We pay for the BRAC cleanup. (Pirie) 

Assuming you don't get the NSSN, or that they're significantly delayed, what is the potential for 
refuelings? (RC) 

Well, you'd spend money here, and this place would get real busy. (CNO) We'd stop defueling, 
and I think they're 12 of which its too late for two or three. So about ten, and one or two of those 
would do away with the excess capacity if PNSY closes, because we wouldn't have enough time 
to facilitate other docks in the necessary timeframe. (BD) 

Also, you're talking about 688s--not the more recent 6881s--so there would be major combat 
systems work to bring them up to speed. (CNO) 

If the new SSN doesn't materialize, then the need for this place increases. (GOV King) (CNO 
agrees) 

A few years from now, DON counting on $15-16B for SCN account, but there is no guarantee 
that Congress will provide that money. (WC) 

[Tremendous confusion on excess capacity numbers.] 
[Need to do the numbers if most of LBNSY work goes to private sector.] 
If we keep PNSY, we have 19% excess total capacity. If we don't keep PNSY, we have only 1% 
excess capacity, which doesn't allow room for error. (Pirie) 
Excess capacity--limiting factor tends to be drydock capacity. Jobs in critical path will be worked 
around the clock. There's really no extra room in the calculations. [Admiral DeMars makes 
oblique reference to "losing the bid" on the 37% excess capacity number.] No metrics are 
prefect, and there are no factors in there for unexpected wo:rk or low productivity; so, if you get 
down to 1% and that number is inexact, then that's bad. 40% of the combatant fleet is nuclear; 
so, why would you screw around with the ability to do that properly? 25% of submarine work is 



reactor servicing. Also don't forget about off-site work. I~BD) [DeMars refers to a 19% number 
we sent to your staff.] 

If we close this yard, then we'd have to recreate some of the capacity elsewhere. Also, it costs 
money to shut down the base--it takes a while to get your money back from BRAC. In some 
cases your reward is in heaven. (BD) 

Turns out none of our accounts were fully funded for BRAC. The money comes out of other 
programs. COBRA doesn't include environmental costs; so, I get a big upfront bill when we turn 
the key. I've got one working; Im not paying the upfront costs; I need the work and the capacity. 
I hear my mainteance guy (garage mechanic) say that if 1 don't do it here, I've got to pay to have 
it done somewhere else. (CNO) 

We really do wanna keep this yard. I really don't know how to tell you any other way. We truly 
did not want to keep anything we didn't need. Our idea was to get the smallest infrastructure we 
could have and still maintain a good navy for the Nation. This yard is in that smallest 
infrastruture. Thanks and I hope you make the decision to go along with us. 

When a submarine comes in for an overhaul, we don't know what we're going to find. From the 
time she gets in until the time she leaves, we're constantly responding to problems we didn't 
anticipate. Captain Strawbridge 











CONGRESSIONAL TOPICS 

Major overhauVrefUeling experience 
Total Major Overhaul Experience 
Nuclear Submarine Refheling Experience 

PublicPrivate Maintenance 
Experience 
60140 

Fleet Support Flexibility 
Drydock capability 

>80% of Fleet ships 
Ability to move CVNs to other shipyards (FSC) 

Remote Site Support 
Unique Ships 

Portsmouth Expertise 
Shipyard Firsts 
SSN 688 Expertise 
Submarine Technology 
Learning Curve Payoffs 
People - Skills/Education/Experience 

Economic Impact/ Redevelopment Issues 

Future Workload 200 1-20 18 
Submarines >50% of total nuclear maintenance 
Complex Work 
Uncertainty Factors relative to submarine fleet needs 

Nuclear Shipyard Capacity 
1 to 2 additional refbelings vice defbelings will cause drydock logjam 

Conversion of deheling to refheling is a 7 fold increase in manday workload 

Facilities 
"Endangered species" Once gone, gone forever 
Environmental 
Quality of Life at Portsmouth 

COBRA 
$1.2B vice $2.3B Net Present Value 

Northeast Submarine Support 
Location of related activities 



PNS EXPLANATION OF EXCESS NSY CAPACITY 

- Portsmouth understands the methodology of Navy's Excess Industrial Capacity 
Statistical Analysis. 

- This analysis is a theoretical statistical tool which provides a data point in the 
overall assessment of industrial capacity; Navy clearly stated that this data point 
was considered in capacity related decisions and usociated risk assessments. 

- If this tool is to be used as a primary indicator for retention/closure of Naval 
Industrial Facilities, a number of real work constriiints must be considered: 

Management structure, workforce levels, personnel skillslqualifications. 

Past cost and schedule performance under madmum workload condition (vice 
typical workload). 

Facility limitations and availability of additional shiplsubmarine overhaul support 
equipment. 

Number of on yard and off yard projects/work.sites ;hat can be worked 
simultaneously. 

All shiplsubrnarine availabilities should be as currently scheduled in 471 0. 

- If and only when these factors are considered, the theoretical statistical tool evolves 
into a realistic assessment of maximum capacity. 

- Portsmouth has analyzed Shipyard performance over the last decade and found that 
ship/submarine availability cost and schedule perfc)rmance was seriously affected when 
shipyards operated at or near maximum capacity. 

- Pcrtsmouth's conclusion is that when Naval Shipj.ards have operated at reasonable 
workloads, optimum performance has been achieved; closure of Portsmouth would 
cause nuclear capacity to drop so dramatically that the remaining Naval Shipyards 
would frequently operate at near maximum workloaded conditions. The result would 
be long term performance deterioration on major overhauls of shipslsubmarines. (i.e., 
fewer ships available to support Navy missions) 



WHAT REAL LIFE (INFRASTRL'CTURE) CONCERNS 
WOULD SHIPYARDS HAVE WHEN ATTEMPTING 

TO OPERATE NEAR iI'IAXIF,.IUM CAPACITY 

Plant 

Dry Dock and Pier Maintenance 
Crane Maintenance 
Shop Capacity (Machines, Lay Down . . .) 
Shop Maintenance 
Brows, Camels, Blocking 
Transportation Support 
Environmental Submarine Covers 
Special Support Systems 

People 

- Special Qualifications (STE, SRE, QA, RADCON, OSH . . .) 
- Engineering (Multi Discipline) 
- Basic Trade Experience (Multi Trade) 
- Planning and Estimating 
- Support Personnel 

Portable Eauipment 

- Refbeling Equipment 
- Test Equipment 
- Tool Crib Stock Levels 
- Special Component Repair Tooling 

Management 

- Project Team Experience 
- Project Prioritization 
- Reactive Vice Projective 
- Ability to Rapidly Adjust \4Torkforce 

Support 

- Computer Capability 
- Material Logistics (Stock Levels, Leadtime, . . ) 
- Laboratory Services 
- Trainkg Services 



NUCLEAR SUBMARINE DEPOT OVERHAUL COMPARISON A C / 1 2 2 1 / 0 2 1 3 9 5  
(SHIPYARDS ACTIVELY PERFOW9ING OVERHAUL WORK) 

SUB CLASS/SHIPYPAD/ 
AVAILABILITY 

SSEN 598 /608  
CLASS 

SSBN 
616 /627 /640  
CLASS 

SSEN 726 

I CLASS 

I PRE SSN 637 
CLASS 

1 
I 
/ SSN 637 

1 
I 
I 

CSN 658 
I CLASS [ 

1; 

PORTSMOUTH 

1 Complete 
(FY67) 

None 

TYPE 

RFOHs 

ROHs 

RFOHs 

ROHs 

EOHs 

RFOHs 

ROHs 

RFOHs 

ROHs 

EROs 

~ O E S  

D,KSS I 

NOF FOLK 

Nore 

None 

1 
1 
I '  
I 
/ YNIQVE: SVB 

PUGET 

3 Complete 
(FY71-73) 

2 Complece 
(FY83) 

/ F X O J Z C T S  

/ I  

I' 
/ /  

I 

/1 
I( 
11  
I1 
' 1  TOTAL OVERHAULS 

1 0  Complete None 7 (FY68-87) 

1:cr.e 5 complete 
1 (FYZC-53) 1 (FYEC-52) ' I l;c>e 1 -92)  

6 Complete 
(FY69-73) 

1 Complete 
(FY87) 

1 Complete 
+ 1  Underway 
(FY93 +) 

4 Complete 
(FY67-76) 

2 Complete 
(FY67-80) 

1 0  Complete 
(FY74-89) 

1 8  Complete 
(FY73-89) 

None 

1 0  Complete 
(FY76-81) 

None 

None 

5 Complete 
(FY62-86) 

4 Complete 
(FY76-90) 

11 Complete 
(FY72-88) 

i2FOEs 

2 C ~ Z P ~ E ~ E  1 i ~ciipl~ie ( !:CXB 

(FYS4-66) I i ~ y < g s - z s )  1 
s Ccnplete 

PEARL 

None 

None 

None 

None 

3 Complete 
(FY65-72) 

4 Complete 
(FY68-80) 

None 

1 6  Complete 
(FY73-88) 

ROSS 

1 

None 

None 

None 

11 Complete 
(FY62-81) 

3 Complete 
(FY68-71) 

None 

4 Complete 
(FY75-82) 

None 1 Complece None I -1 Undervsy 
(FY93 -)  1 

/ I  

S Complete 

I 
I 
I 

6 Conplete -1 
( - 8 )  

!Jane 

j 

-. . - .  - ) F~scal Year Overhaul Kas Funded 

1 Complete 
[SSN 5871 
(FY65) 

30 Complete 
-1 Cnderway 

[ ( 2 )  SSN 5-1, 
(1) SSN 5 7 5 ,  
( 3 )  SSN 5 9 5 ,  
(1) SSN 605,  j 
(I) XR-lj 1 
(FY50-$1) I I 
4 Corriplete 
[SSli 5 7 1 ,  
( 2 )  SSN 605 ,  
123- 1 ] 
(FY64-E3) 

6 2  Cczplete 

- - 1 Cnderi:ay 

1 C>mple:e 
[SSJ 6651 
(FY3l )  

3 2  Sonplete 

1;cne 

'7 Complete 



NUCLEAR SUBMARINE DEPOT OVERHAUL COMPARISON AC/1221/021395 
( S H I P Y A R D S  NO LONGER PERFOIUtING T H I S  WORK) 

2 )  These liaval Shipyards are under closure per 5RL.C 93. 
7 )  These Frix7ate Shipyards are either clcsed or no longer overkeuling nuclear submarines. -.. 
: 1 )  Fiscal Year Overhaul Was Funded 

I 

OTHERS 
( *  

None 

None 

None 

None 

None 

4 Complete 
(FY73-77) 

3 Complete 
(FY70-72) 

1 Complete 
(FY78) 

1 Complete 
(FY73) 

NNSD 

3 Complete 
(FY66-67) 

None 

18 Complete 
(FY68-85) 

8 Complete 
(FY77-84) 

None 

None 

None 

3 Complete 
(FY76-78) 

None 

11 :2s:88 1 1 !r~f:;rvay 1 ;:;: 1 

EB 

4 Complete 
(FY64-66) 

None 

13 Complete 
(FY67-76) 

None 

None 

3 Complete 
(FY61-75) 

1 Complete 
(FY69) 

3 Complete 
(FY76-78) 

4 Complete 
(FY71-74) 

None 

None 

9 Complete 

I None 

CHASN 
(c 

4 Complete 
(FY67-73) 

None 

None 

MARE 
(c 

8 Complete 
(FY65-77) 

None 

SUB CLASSISHIPYPADI 
AVAILABILITY TYPE 

4 Complete 
[ (2) SS!J 
6711 (2) 
MTS CONJJS] 
(FY80-90) 

None 

- 
24 Ccmplete 

- 

1 Complete 
[SSIJ 5861 
(FY69) 

2 Complete 
[SSN 571, 
SSN 6711 
(r"Y72-74) 

31 Complete 

SSBN 
5981608 
CLASS 

None 

None 

32 Complete 

3 Complete 
[SSN 575, 
SSN 587, 
SSN 5631 
(FY69-87) 

3 Con2lete 
[SSN 575, 
SSN 683, 
SSN 6871 
(FY71-67) 

52 Ccnplete 
rnderway 

' YNIQCH SUB 
3OZZCTS 

11 

I 

1 

1 
1 

RFOHs 

ROS s 

1 lione 
I I 1 None I None 

?.FOBS 

XOEs 

1 Complete 7 Complete 
(FY70) 1 (FY68-87) 

- - - 7  - v I P-L OVEX+ACSS 

SSBN 
61616271640 
CLASS 

SSBN 726 
CLASS 

?RE SSN 637 
CLASS 

SSN 637 
CLASS 

None 

None 

9 Complete 
(FY62-77) 

15 Complete 
(FY65-85) 

5 Complete 
(FY7S-89) 

5 Complete 
(FYE2-90) 

None D-s 3 Com?lete 1 Co~plete 
(FYS5-92) (FY92) 

RFOHs 

ROHs 

EOHs 

RFOHs 

ROH s 

RFOHs 

ROH s 

1 Complete 
(FY83) 

None 

3 Complete 
(FY65-77) 

3 Complete 
(FY63-70) 

6 Complete 
(FY76-82) 

5 Complete 
(FY74-89) 

]<one I None 



A C / 1 2 2 1 / 0 2 1 3 9 5  

NUCLEAIl SUDMARINE NEW CONSTRUCTION COMPARISON (ALL SIIIPYARDS) 

(C) T h e s e  Nava l  S h i p y a r d s  a r e  u n d e r  c l o s u r e  p e r  BRAC 93.  
( * )  ~ h e s e  P r i v a t e  S h i p y a r d s  a r e  e i t h e r  c l o s e d  or no  l o n g e r  b u i l d i n g  n u c l e a r  s u b m a r i n e s .  
( F Y )  F i s c a l  Year  C o n s t r u c t i o n  A u t h o r i z e d ) .  

SUB CLASS/ 
SlIIPYAI<D 

SSI3tI 538 /608  
C1,ASS 

SSBH 
6 1 6 / 6 2 7 / 6 4 0  
C I . A S S  

:;SUN 'I 2  G 

PTSMII 

1 Compl. 
(FY59) 

2 Compl. 
(FYGi-62) 

llone 

C L A S S  (FY58-59) 

SSH 637 2 Compl. 
CLASS (FYG3-G4) 

- 

S:;II 688 None 
CLASS 

-- 

U I I I Q U I :  SUDS 1 Compl. 
( I n c l u d e d  i f  [SSN 6051 
b u i l t  a s  (FYGO) 
u n i q u e  v i c e  
m o t l  i f icd 
l a t e r )  

'l'o'rn L 10 Compl. 
IIUCLl,AI< 
:>(Jl3MAl<T N 1:s 

NORVA 

None 

None 

None 

PUGET 

None 

None 

None 

None None 

None 

None 

None 

None 

None 

None 

None 

None 

PEARL 

None 

None 

None 

None 

None 

None 

None 

4 Compl. 
(FY56-58) v p i  (FY55-GO) (FY57) 

MARE 
( c )  

1 Compl . 
(FY58) 

6 Compl 
(17Y61-64) 

None 

7 Compl. 
(FY62- 
6 8  1 
None 

None 

1 5  
Compl . 

CllASN 
( c )  

None 
, 

None 

None 

9 Compl. 
(FY63-69) 

25  Compl. 
4- 4 
Underway 
(FY70 +) 

None 

49 Compl. 
+ 4 
Underway 

1 4  Compl. 
(FYG2-68) 

3 1  Compl. 
+ 1 
Underway 
(FY70 4) 

7 Compl. 
[NR-1, 
SSN 571 ,  
SSN 575 ,  
SSRN 586,  
SSN 597 ,  
SSN 671,  ' 
SSN 6851 
(FY52-68) 

9 1  Compl. 
+ 4  
Underway 

5 Compl. 
(FYG4-66) 

None 

1 Compl. 
[SSGN 5871 
(FY56) 

17 Compl. 

None 

None 

None 

None 

OTHERS 
( *  

None 

None 

None 

ED 

4 Compl. 
(PY58-59) 

1 3  Compl. 
(FY61-64) 

1 5  Compl. 

NNSD 

4  Compl. 
(FY59-61) 

10 Compl. 
(FY61-64) 

None 



h 

2 aJ Q) e" Q) 
U L C) 

6 2 cu * 2 .cr ' 6 g w  S * w 
$$ .rl V1 

a \o 

m $ 1 2 .$ .- s $ k-3 % 
$ 2  
A = + E  ep '& 9 L 

.c) pi, u Q) 
L 

a 2 
3 ;? 

U 



Sanford: passengers wanted for 
flex-shift, 7 a.m. - 3:30 p.m., 
Route 4, Quarry Road, Rey, 
extension 2615 or Guy, ext. 1159. 

'85 Nissan 300 ZX: loaded, ac, 
cruise, climate cont, tee top, 118K 
miles, $1,750, (207) 748-1063. A day of remembrance 
'82 Cadillac Eldorado: good 
condition, $1,500/b.o., Paul, (603) 
436-1335. 

BerwicWSo. Berwick: two carpool 
riders wanted, downtown, via 
Route 236,7:20 shift, Jeff, ext. 
5351. 

annual rund drive SanfordJSpringvale: pass wanted, 
7:20 shift, non-smoking, Joe, ext. 
4207/(207) 324-5378. 

yara iu avy-marmt; LUI 

e raxcles or c;alt;riudls wi 

1 Naval 
-2-A n-.. Waterbed: king size, 92" x 72", 

bookcase headboardlmirror, liner, 
new heater, $100, (207) 384-24 13. Biddeford: vanpool riders wanted, 

7:20 shift, Don, ext. 1957/(207) 
282-6829. 

SanfordISpringvale: passenger 
wanted, 7 5 0  shift, non-smoking, 
dependable, Routes 4 & 236, 
Bob, ext. 3223/(207) 324-3422. 

'84 Dodge van: 15 pass, window 
van, high miles, driven daily, 
$1000, (603) 664-963 1. 

ies for el 
in fund Biddeford: looking for carpool, 

6:30 a.m. - 4 p.m., West Street, 
Lou, ext. 4753/(207) 284-6550. 

Community messaae 
Biddeford: passengers wanted, 
vanpool, 7:20 shift, Larry, ext. 
2313, (207) 284-1762. 

Ride for charity 
'86 Ford Escort parts car: 48k 
miles, new timing belt, new tires, 
$500, (603) 43 1-6 136. 

The third annual motorcycle 
ride to benefit the homeless will be 
on May 31. Riders will start at 
U.S. Made Leather, Route 1 in 
York, Maine, at 10 a.m. A regis- 
tration fee of $10 per person or $15 
per couple will be donated to the 
Crossroads House in Portsmouth, 
NH. In addition to trophies for the 
ride, there will be a bike show, 
door prizes, live music and food at 
the final stop until 5 p.m. Come 
enjoy and support a worthy cause 
rain or shine. The day is sponsored 
by Northeast Riders and 
Donnelley's Custom Cycles. For 
ticketslinfo, call Donnelley's, (603) 
964-8 127. If you don't ride a 
motorcycle and still want to 
support the charity you can drive in 
your automobile instead. 

Notice 

Dover: looking to get in a vanpool 
or carpool, Redden Gardens 
Apartments, Steven Parks, ext. 
2694. 

The appear- 
ance 

of advertise- 
ments placed in 
The Periscope 

does not 
constitute any 

endorsement by 
the Department 
of the Navy, the 

Portsmouth 
Naval 

Shipyard, 
or The 

Periscope of 
the 

products or 
services 

advertised. 

Items: Supreme 770 steel belted 
radials, P 205flOIR-14, four tires, 
$60; 3M copy machine, $5O/b.o.; 9 x 
12 gold rug, $25, (603) 43 14255. 

HONORING FALLEN SERVICEMEN -Military and civilian dignitaries met Sunday, 
May 7, at the Portsmouth Naval Shipyard cemetery to honor servicemen killed during 
World War 11. The cemetery was chosen by the British Consul-General in Boston as 
the site for a '%ervice of Remembrance, Peace, and Reconciliation" commemorating 
the end of World War I1 in Europe. Shown (I to r) are Grahame Ledson and Jeremy 
Wailes of the British Officers' Club of New England; retired US.  Navy Captain George 
Street 111; Charles Butts of the English Speaking Union; Coast Guard Captain Kent 
Kirkpatrick; Shipyard Commander Captain Lance C. Horne; and British Consul- 
General John Owen. 

Dover: ride needed, p.m. shift, 
Jim, ext. 1206/(603) 749-4675. '90 Buick Regal LTD: loaded, ex 

cond, less than 50k miles, $8,500, 
Nick, (603) 436-2335. Lebanon: want to join a carpool 

on Hubbard Road, 7:20 shift, 
(207) 339-21 15. '92 Nissan Sentra XE: 24k miles, 

one owner, 4door, auto, loaded, 
book $9,400, asking $8,900, Kurt, 
(207) 439-1606. 

(1 Community messaae 
Limerick: ride needed, non- 
smoking, 7:20 shift or flextime, 
ext. 1794/(207) 793-2387. 

I Your PNS telephone 1 Monument 

1 is monitored I dedication- Items: Little Tikes swing and 
motorcycle, $8 each; Cozy coupe, 
$20; Graco Premier LTD stroller, 
ex cond, used for one child, $75, 
(207) 646-6828. 

May 29 All Department of Defense nonsecure 
communications systems are potential sources 
of intelligence information which can be 
readily monitored. Classified or unclassified 
sensitive information should never be dis- 
cussed when using these systems. 

All communication systems under the 
operational control of DoD are subject to 
COMSEC (Communications Security) moni- 
toring. Use of these, including telephones, 
constitutes consent to monitoring for 
COMSEC purposes. (This means you use 
your Shipyard phone with the understanding 
that your call may be monitored.) 

Information obtained as a result of 
COMSEC telephone monitoring may be used 
in connection with disciplinary or administra- 
tive action against DoD military or civilian 
personnel for knowing, willful, or negligent 
actions that result in the unauthorized disclo- 
sure of classified information. 

yone is i 
e. Intert 

Milton/Rochester/Dover: riders 
wanted, day shift, non-smoking, 
plenty of room, John, (603) 652- 
4670, ext. 5507 

The SQUALUS Memorial 
Chapter, U.S. Sub Vets WWII, anc 
THRESHER Base, U.S. Sub Vets, 
will purchase two monuments in 
memory of the lost crew members 
of USS 0-9 (SS-70) and USS 
SQUALUS (SS-192). The monu- 
ments will be placed at Albacore 
Park, Portsmouth, NH. in May, 
with a dedication ceremony 
scheduled for May 29 at 10 a.m. 
Anyone wishing to make a dona- 
tion or who knows of a family 
member of the 0-9 or SQUALUS, 
please contact: 0-9lSQUALUS 
monuments, PO Box 315, 
Chocourua, NH 03817-03 15, 
(603) 323-8782. 

xi Trout1 
xtension 

man, Coc 
12351. 

North Waterboro: ride needed, 
7:20 shift, Lake Arrowhead area, 
(207) 247-5821. 

I Title ( Dept I Ann No. I Closing date I Portland: vanpool riders wanted 
from exit 7, a.m. shift, Woody, 
ext. 1114. 

and a Ju 
us prizes 

lone whc 
:t for any 
.-â -" ... 

Radioactive Material 
Specialist-GS-2001-11 

televisio 
purchase 

n. Eveq 
:d a tickc 
-- -- --I. 

500 

Rochester: driverlrider needed, 7 
a.m. shift, Route 125, Salmon 
Falls Road, Denise, (603) 332- 
8300, ext. 5785. 

I Rigger Supervisor U, WS-5210-15 I a a I  95-104-37 I 17 May 95 I 

95-15-36 

laolt; a r  ~ v ~ 1 . v  GVGIIL 

contribute 

17 May 95 

eligible. 
Allot ment for 

I I I 
Thac Merit Staffhg oppoltunitks ase. open to are& or cauz-roodltional and othc~ appdnbbk employees. 
Annouoccmcna for these positions may be sctn on official bulletin boards or in your p e ~ l o ~ c l  offia.  Please fire a 
separate application for each pasitton you .pply for. infomation on overseas positions is available to caree+ 
cmployces on edmsion 2660. Ttus Shipyard is an Equal Opportunity Employer with a commitment to affirmotiva 
action. 

ms will 1 
.- A*. ..-• 

Sanford: rider wanted for carpool, 
7:20 shift, Sherm Alexander, ext. 
278512789. 

I 

to Navy 
leductiol through payroll ( 
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DSV-Continuedfrom Page 1 

Navy's Deep Submergence Program . . . 

Gear rental 
offers half off! 

Canoes and 
camping gear 

are available at 
Northeast 
Oufitters, 

MWR's gear 
rental facility. 
Until May 19, 
Canoes and 

camping gear 
may be rented 

I 
I at halfprice. 

Call extension 1 1514 today! 

built the DOLPHIN. As the 
planning yard, it has the 
responsibilities to develop 
modification software for 
upcoming availabilities, 
perform studies for new 
technology implementation 
on-board, coordinate 
resolution of fleet concerns, 
and interface with the fleet, 
naval labs, and private 
contractor personnel. 

"The deep submergence 
community is small and 
specialized," says John 
Higgins, Deep Submer- 
gence Systems Program 
Director. "Everyone from 
San Diego, Washington and 
Portsmouth work . . together -. 

TEAMWORK-code 205 is the Deep Submergence Systems Program as an outstanding team." 

Division. Shown (1 to r) are John Higgins, Ed Price, Mike Waterhouse, 
John Gilbert, Larry Bates, and Ma1 

Code 205 is the Deep Sub- 
mergence Systems Program 
(DSSP) Division, which is the 
planning and program representa- 
tive for the following deep 
submergence vehicles including 
the SEA CLIFF: 

DSV-3 TURTLE; A deep 
submergence vehicle, it dives 
to 10,000 feet. 

Naval Research Submarine 
(NR- 1); One of the Navy's deep 
diving submarines, PNS provides 
planning software development, 
overhaul, maintenance, modifica- 
tions and testing for the subma- 
rine, Portsmouth has performed 
more major maintenance on the 
NR- 1 than any other facility, 
private or public. 

Submarine Rescue Chambers; 
Their primary mission is to rescue 
crews from submarines trapped 
on the sea floor. The SRCs can 
be transported by aircraft or 

David. 

specially configured 
surface ships to the rescue 
site. Because these SRCs 
are capable of quick 
reaction response world- 
wide, agreements are in 
effect with several allies 
to provide rescue ser- 
vices. PNS is the plan- 
ning yard, developing all 
modifications, material 
support and on-site 
engineering support. 

AGSS-555 USS DOL- 
PHIN; The Navy's 
deepest diving submarine 
to 3,000 foot depth, 
DOLPHIN is the Navy's 
only diesel-electric drive 
submarine. Its primary 
mission is deep diving 
research and as a develop- 
ment platform, supporting 
Navy and civilian activi- 
ties. PNS designed and 

... surfaces at Portsmouth Naval Shipyard 
Code 206 is the 

program representative 
for the Advanced SEAL 
Delivery System (ASDS). 
The ASDS is a combat- 
antlspecial operations 
vessel being designed, 
built and tested by the 
Navy for the United 
States Special Operations 
Command (USSOCOM). 

"This work is very 
challenging and reward- 
ing. I am fortunate to 
have this opportunity to 
work with such a capable 
and professional team," 

- --- . 
says ciary woods, STATE-OF-THE-ART-Code 206 takes on the challenge of supporting the 
Advanced SEAL Deliv- Advanced SEAL Delivery System. Shown (front to back, 1 to r) are Gary 
ery System Program Woods, Mary David, Cecile Jacobsmeyer, Rick Bates, Steve Webber, and 
Director. Lieutenant Dan Butler. Not shown is Alan Doucette. 

READY FOR ACTION -Codes 205 and 206 team up to support the Navy's oceanographic, 
research, rescue, recovery and special warfare missions. Shown (1 to r, front to back) are Gary 
Woods, Cecile Jacobsmeyer, Dan Will, Mary David, John Higgins, Ed Price, John Landry, Steve 
Webber, Rick Bates, John Gilbert, Mike Waterhouse, Jeannette Kubera, and Lany Bates. 

A new acquisition 
program has many new 
and exciting aspects such 
as wind tunnel tests, 
which has a full scale 
model that is destruc- 
tively tested to validate 
all the calculated strength 
characteristics, as well as 
the initial system certifi- 
cation and the responsi- 
bility to ensure the 
vehicle is safe and 
robust. 

"The primary focus 
of our responsibility is to 
bring to this new pro- 
gram the lessons learned 
throughout the Shipyard, 
from submarine design- 
ers, to the engineers1 
technicians/mechanics 
from the waterfront, the 
men and women who 

have been fixing submarines for 
years, to our environmental office 
and SUBSAFE office to ensure 
the ASDS meets all technical and 
performance specifications. We 
ensure it is user friendly, and cost 
efficient to build, operate and 
maintain," explains Gary. 

Many people at the Shipyard 
have been involved in helping to 
establish Codes 205 and 206. 
Limited space does not allow 
them to thank everyone individu- 
ally, but their appreciation is 
sincere. Special thanks to Donna 
Cantara, Code 202 personnel, 
Central Files, Tech Library and 
Microfilmn>rawing Section, 
Defense Printing Service, the 
SUBSAFE Office, HRO, PSC 
Travel, Public Works, and 
everyone who shows a real 
interest in the Deep Submergence 
Systems Program. 

White water 
rafting 

Looking for a 
little excite- 

ment? Try one 
of Maine's 
white water 

rajling 
experiences. A 
weekday trip 

costs $70; 
weekend days 
are $80. Call 
extension 2351 

for more 
information. 



CY 1 9 9 4  
PORTSMOUTH NAVAL SHIPYARD 

ECONOMIC IMPACT 
P a g e  4  of 4 

MASSACHUSETTS - 127 Civilian Employees were paid $5,038,691: 

CITY ITOWN 

finesbury 
Newburyport 
Haverhill 
Salisbury 
Methuen 
Newbury/West Newbury 
Merrimac 
Georgetown 
Andover 
Byf ield 
Lynn 
Dra cu t 
Row1 ey 
Tewksbury 
Boston/So.Boston 
All Others 

EMPLOYEES ANNUAL PAYROLL 

ALL OTHER STATES - 65 Employees were paid $1,683,716 

DEDICATED TO THE WELFARE AND DEVELOPMEhT Of- PORTSMOUTH NAVAL SHIPYARD 

SEACOAST SHIPYARD ASSOCIATION 
Post Office Box 1 1  23 

Portsmouth, N H  03802-1 123 
Tel. & Fax (207) 439-0630 

P O R T S M O U T H  N A V A L  S H I P Y A R D  - E C O N O M I C  I M P A C T  - CY 1 9 9 4  

C I V I L I A N  P A Y R O L L  

*ACTUAL NUMBER NUMBER OF 
STATE PAYROLL OF EMPLOYEES EMPLQYEES PAID 

Maine $118,670,456 2,583 
New Hampshire 95,555,018 2,100 
Massachusetts 5,038,691 111 
Other States 1,683.716 57 - 

Totals $220,947,881 **4,851 5,551 

* The average employment level during 1994 was 4,851. - The 
number of employees paid (5,551) is greater since in many 
cases more than one person occupied the same job during 1994. 

** 4,851 includes: Shipyard-4,599, SUBMEPP-23 7, and NMQAO-15 
M I L I T A R Y  P A Y R O L L  

$12,811,200 

P U R C H A S E D  G O O D S  C S E R V I C E S  - S U P P L Y  D E P T .  

C n r  r n n  e r r  .?O>,LVV, V V U  

Of this, $13,963,000 went to New England States: 

Massachusetts $7,152,000 Maine $1,117,000 
New Hampshire 4,203,000 Rhode Island 157,000 
Connecticut 1,302,000 Vermont 32,000 

C O N T R A C T E D  F A C I L I T Y  S E R V I C E S  - P U B L I C  WORKS D E P T .  

$14,300,000 

Includes: Maintenance/Alterations/Support : $8,844,000 
Utilities (Water, sewer, electricity) : $5,456,000 

S I X  Y E A R  C O M P A R I S O N  

Employment Civilian Military Purchases Contracts 
Level Payroll Payroll (supply) (Pub1 ic Works) 





ClriFT S trac,bt-id::%, Jo!lri 
h/iu.iiagh, Jolin K>cfc)rge, E'ingcr 
(;c:r~drori, ?\la~\cy Pesti~el,  Al 
I'cinberto~i, Bert \Viiitt;, Arni-;: 
Paul, 'l'el-ry Eleillesictn, Clint 
Schoff, CAI'T Navirl, CAPT 

-- 
VIPs at <;ate 1 and 
proceed to 109's oil'icc 

I 

I 

I Jorgenscn, C A W  FIoflr, T,C3DX 
53 loom, CnTC 

___I______ 

' Goven~or King 
Govenlor Merrill 
Stnator Cot~en 
Scnator Snoive -E staff 
Senator Smith 
Senator Gregg 
Congressman I ~ n g l e y  
Congessrnan %cliff 
C'vri~ressrnan f3alducci 

J 
RRAC visitors an-ivc hiict a t  Dairy Q~1eet-i rotary by 
I'NS iri 3 vans: Mikc C'luny in LIOD police 
C o n i ~ i  Di xon, \.cl.lic!c; cscortcx~ directly to 
Cornella, Moiitoya, Cox, Auditoriunl fix press availability 
Kling, Davis, S teele, 
Rubles plus 7 staffers 
(including Col. Purses) 

1 I C ~ ~ ~ ~ C S S J I ~ ~ T I  Racs 

- - + - -- ---- 
HRAC press a\~ai?abiliiy DPAC visitors only cscoriecl by 

Ma~y Anne 

---- - - -. - 

Wheeler n:ld Pat S;~,e~lczal.: are at Gate 1 Guarc! 
Sllack to badge visitors (provide a snap if nxessar-y) 
arid direct the,m to park bchincf 13!d:: 86, then enter 
100's Office (t-wsi k11crlow the chill)--Diana is taske.d lo 
ensure. 110 media side in with Vll's; 1-1011 police cr-uiser 
on-call to escort 2iriy VWs unFm3liar with locatioii of 
Bldg. 86; Mary Atine Mascianic:! stationed at lOi3"s 
outsidc door to gicet and direct \Y'l>'s iilside; coffee 
(i1ii:luding cups, spoo~ls, srlgar., crear-11, napkins . . .) 
and tlatlish ai.iaii;;cA in adv;!rict: by Gloi-ia El~t~ . i r~~i i~ i - l  in 
100's confer:~i!c:~: i.oom 

I!ard hats zi!d zl:\sses ~vill 112 tiisii.ibutcd to nun- 
Shipyard Vlf's nlid c;opii:s of tlie clay's itincniiy will b~ 
avai I able; 
~'?;!l i : ie-t~~l?~~~~:; 1 1 ~ ~ i l l  l i i k  I J ~ ~ F ,  h , J a i ~  A I ~ I I Z ,  l)~:l) 11<)1~0i1, 
Diana Vr'tlcelrr, (;!'~l.i.i: E i ~ t ~ i i ~ a i ~ r ~ ,  Mike (Inrry, Pat 
(:rowlcy, L3oi~ I ,::l~iir.y (b711.' l)11s driver.) 

- - -  - -  - 
VIP list for CJA tour will be sent tct NAVS1:A 
Congressional Affairs, OLA, Code 1700, and a cour-tesy 
call to CETLYFO (Navlr~fo N.G.); folloul~lp telcon with 
NAVSTlA OOD to conf~~rn  :~rrangen?cnts onc last tirnc 

Arrangc for umbrellas to be staged at  100's off~ce in cast 
of heavy rain 

pick u p  VIP batlges Thursday fson~ SCCLII-ity: 
Vl? badgcs to Diana with list o l  aari;es 
BRAC badces to Code 1709 

copies of all lists to bc kept 14,ith C;l~i ia ,  I i rb  FIoltorl, 
I Iiaila \Yllecler 

- -- . . - - .- . - - - - - -. - .. . - . - . - 
X.iji;c Curi-;,, (C'I ),I;. 1'100) wili t1a.v~ appropriatt= 11nclgcs 

ant1 iriil ensure ~ ~ i - o p a "  tiisl.riliution lo BfZAC: and staff 
prior to entry oilto yard. 

L,rrr-ry h/Jeskc ~vil? go o ~ ~ e r  planc n ith h?ikc; Mike will 
brief 100 011 pit)ccss 

. --^---.------- . _-* 

I lcb Iiollon ends availability pro~nptly 
-- - - - -- - - - - - - --- - - - - - - - - - - 1 
DoD security guard stationed by con iilor door; \ ~ h ~ i i  I 
BKAC departs off i~er  motes ouiside to fcnce; ~ n t d i a  
escorts will bc placcd to ensure quick gct-away 

i 
1 

I 









- 
Group departs Visitor 
Center . 

------- 
Electcci officials proceed 
to O'Club 
(Superir~tendents' Roo~n) 
- -. - - -- -. -- - -- - -- - -- - -- . 
C~viliarl VIP piess 
availability in 
Superinterldeilts' Room 
.- - - -. - - - . 
Civilian 

- - - - - - - .- - - - -. - 
V if's ilcpari PNS 

- - 
Group breaks dowil ir~to separate 
groups and departs 

---- -- 
Bus staged at museum to drive 
VlPs to O'Club 

- - - - -- -- - - -- - -- - - -- - 
VIPs escorted to Auditoriu~ri; 
Deb IIoltoi~ has media reps 
stagecl 

- - - --- - - - -  
BRAC's ~ehic~lc  stag=; outside inuseurn ready for 
irnrnediate departure; DoD cruiser will escort BI'SIC out 
Gate 2 to Rte. 95 south exit (off Rte 236). I 
VIP parking available for Congressional cars I --- 
Mary Anne escorts VIPs 


