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Introduction

The purpose of this report is to assess the economic
impact on the Mobile, Alabama area resulting from the closing
of the Brookley Air Force Base. Because it is usually
extremely difficult, if not impossible, to measure the
impact of one circumstance in isolation from all the other
variables that affect economic change, some rather sweeping
generalizations are necessary in most instances. In a
few cases, however, specific changes can be identified as
being caused by the Brookley closing. Examples are changes
in Federal employment and the removal of Fereral payments
to public schools under the "impacted area" (PL874)
criterion.

The method employed is time series analysis, that is,
for the several Mobile area economic and demographic
series available, quarterly data will be analyzed to deter-
mine deviations from trend that could reasonably be attributed
to effects of the Brookley closing. A trend is established for
the 1960-64 period for each available series. Then, because
1964 represents the last full year of pro-closing activity
at Brookley, it is used as the base year for measuring changes
in the several variables during the "impact" period of
196 5-1.967.

The general behavior of the Mobilu economy from January
1960 through December 1964 is analyzed in the second portion
below. A third part follows the same format for an analysis
of the economy after the Brookley closing announcement and
includes analyses of the Brookley closure pattern and the

re-use of Base facilities. Conclusions concerning the overall
impact of the closing are given in the final section.

Economy Prior to Announcement: 1960-64

INTRODUCTION

The Mobile, Alabama SMSA is comprised of Mobile and
Baldwin Counties. Mobile County is the dominant member of
the two. ýith just under 90 per cent of the area's population

3
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in 1967. Its principal city, Mobile, is lucated about 30
miles from the open Gulf of Mexico at the head of Mobile Bay.
Most of the commercial and industrial activity is carried on
within or in an area immediately surrounding the Mobile city
limits. The Mobile Air Materiel Area (MOAMA, or Brookley
AFB) headquarters and work functions arc located in that city,
only an approximate five-minute drive from the downtown
district.

MOAMA (hereafter referred to as simply Brookley AFB),
had for almost 30 years been the major employer in the
Mobile area. Its employment rolls had swelled to over
15,000 by 1960, some 13 per cent of the total area employ-
ment. Its relative importance had declined slightly by 1S64,
buL Brookley still employed approximately 12,600 civilian
workers in that year.

Mobilians had come to take for granted the huge payrolls
which this basic industry pumped into the local economy.
They were thus quite stunned by the announcement of November
1964 that Brookley would immediately negin a phasing-out
process that would culminate in the final closing of the
Base in mid-1969.

By 1960 Mobile, like the nation, was in the throes of
an economic recession. Employment declined in the area in
each of the years 1960, 1961 and 1962, and the unemployment
rate there remained above the 6 per cent level during most
of this time. Government employment had stabilized and the
quite sizable decline in manufacturing employment was not
compensated for by the small. increase in service workers.
As a result, the Mobile economy was relatively stagnant in
the 1960-62 period.

Erookley's civilian employment had remained stable in
this three-year period, a fact that helped Mobile weather
a rather difficult situation. Employment in this most im-
portant facility began to decline in 1963, however, at a
time when all other sectors had started to grow. Mobile's
average annual employment grew by 5,500 between 1962 and

-4-
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1964, in spite of a reduction of approximately 2,800 in the
Brookley woirk force in this period. The November 19, 1964,
Announcement that Brookley would be phased out thus threatened
to abort an upward movement begun in 1963 of pnssibly boom
proportions.

BROOKLEY AIR FORCE BASE

In 1-60, 15,641 civilians were employed by Brookley.
This number remained relatively constant throughout the
thro'-v ,ar period ending in 1962, then began to decline
slowly in 1-63. By the time of the phase-out Announcement
in November 1964, Brookley's civilian employment rolls had
declined to approximately 12,500.

Wage payments to civilian personnel at Brookley increased
from $86.9 million in 1960 to a 1962 level of $94.4 million.
Total wage payments dropped in 1963 and 1964, but even in
this lattet year, when average employment was some 2,700
below its 1960 level, wages still totaled the same as in
1960.

A relatively small number of military personnel were
stationed at Brookley. Personnel data are not available
for 1960, but based on information for 1961 and subsequent
years, it is estimated that there were about e40 military
people located there in 1960. This figure grew slowly,
reaching its peak level of 1,296 in 111-63. At the time
of the phase-out Announcement 1,258 military personnel were
stationed at Brookley.

When compared with the huge civilian payroll, Brookley's
military wages have been rather small (Table 1). Again,
1960 data are not available, but a good estimate is that
about $2.4 million in wages were paid out to Brookley's mili-
tary personnel in that year. This figure grew under pressures
of both greater numbers of people and pay raises to a level
of $4.1 ,cillion in 1964.

In addition to the impact on the local Mobile economy

-- 5--
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of the civilian and military wage payments, some local
benefit was derived from purchases made by Brookley. A
"local" purchase is so-titled by the military because of
procurement requirements. Brookley officials estimate that
between 50 and 60 per cent of those purchases titled local
were actually made in the Mobile SMSA. For example, $7.5
million in local purchases were made by Brookley in 1960.
Using the 50-60 per cent range as stated, some $3.75 million
to $4.50 million of this total went to Mobile business firms.
The range (in millions of dollars) was 3.2-3.8 in 1961,
4.2-5.0 in 1962, 3.4-4.1 in 1963, and an all-time high of
4.5-5.4 in 1964.

BLookley's contributions to the local Mobile economy
were quite significant in ti-rms of both employment and wages
paid. The number of civilian employees at Brookley averaged
15,400 in 1960, and represented 12.7 per cent of the total
SMSA employment of 121,200 in that year. Moreover, these
were relatively high-paying jobs, and stable in the sense
that they were free from cyclical influence.

By 1964 Brookley's average annual civilian employment
had slipped to 12,600, while the Mobile SMSA's total employ-
ment rolls had grown by almost 5,000 to a level of 126,100.
As a ratio to total employment, Brookley's civilian work
force now represented almost exactly one in ten.

In assessing the local impact of Brookley, it is logical
to add local purchases expenditures to the civilian and
military wage payments. In Table 1, these three sources of
wage payments are totaled and related in each year of the
1960-67 period to total personal income in the Mobile SMSA.
The more conservative figure of 50 per cent is used as that
part constituting the impact in the Mobile SMSA of total
local purchases.

It can be seen from Table 1 that Brookley contributed
approximately 15 per cent of the Mobile SMSA's total personal
income in each of the years 1960, 1961, and 1962. Its con-
tributions declined to 13.2 per cent and 12.1 per cent in

-6-
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1963 and 1964, respectively, due in part to declining employ-

ment at Brookley.

The "real" impact of Brookley's wage and procurement in
money terms was not quite this great, however, because not
all the civilian and military wages was spent in the Mobile
area. A one-time estimate, made by Brookley AFB officials,
is that 84 per cent of the Brookley civilian workers lived
in the Mobile SMSA, and 75 per cent of the military wages
was spent locally. When considering that this is a rough,
one-time estimate, that Mobile is the regional trading area
for those workers who live outside the Mobile SMSA, and that
the military pay has never been a significant part of total
Brookley wages, the following points have some validity.
(1) By far the largest chunk of the total personal income
figure--covered wages and salaries--is based on "place of
work" data. it is likely that the commuters in the entire
work force approximated the same percentage (I1) as those at
Brookley, thus leaving Brookley's civilian wage impact
relatively the same. (2) The total military wage is so
inconsequential that the 25 per cent being spent outside the
area would not affect the impact ratio to any appreciable
degree.

The conclusion, then, is that Brookley's economic im-
pact on the Mobile SMSA can be approximated from the data at
hand. That is, in 1960 the 15,000+ civilia.. workers at that
Base accounted for 12.7 per cent of the total work force,
and wages of these and the military personnel, plus the local
purchases made by Brookley, accounted for 15.1 per cent of
the area's total personal income payments. By 1964 Brookley's
relative contributions had declined to 10 per cent of employ-
ment and 12 per cent of total income.

ECONOMIC PATTERNS

AGGREGATE MEASURES

Population and Labor Force

During the period beginning in 1960 and continuing to

-- 8--
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the Pnnouncement of the Brookley closing in November 1964,
the Mobile area experienced a growth in popilation of 8
per cent. Almost half the increase (3.8 pe cent) came in
the 1960-61 period, as compared with a 1.8 er cent popu-
lation increase in this period for the Statt as a whole.
During this same period of time, employment at Brookley
reached its highest level, which in part maý explain the
more rapid population growth in the Mobile area. However,
population grew at the same rates in 1961-1 62 for the
State and Mobile. Mobile's population for the next two
years registered a somewhat faster growth rate than the
State despite the fact that employment at Bzookley was
decreasing. Small fluctuations in Brookley's employment
thus seemed to have little effect on the Mobile area popu-
lation, at least during this period.

This population increase occurred in spite of a continu-
ous decline in the number of births and a siight increase in
deaths, which indicates a net migration of people into the
Mobile area. Net in-migration was greatest lin 1961 when
almost 7,000 more people entered the area than departed.
The period prior to the Brookley closing fxperienced an
average population increase per year of 2ýper cent, or 7,300
persons added to the Mobile population eah iyear.

Mobile's labor force increased by 2.3 per cent during the
four-year period prior to the Announcement of the Brookley
closing. As a per cent of population, Mobile's labor force
declined from 36.1 per cent in 1960 to 34.2 per cent in 1964.

Employment and Unemployment

During the 1960-64 period average annual employment in
the Mobile SMSA increased from 121,200 to 126,200, and the
average unemployment rate dropped from 5.7 per cent of the
total civilian work force in the earlier year to 5.0 per
cent in 1964. Brookley employment declined by 2,800 in this
same period, giving a net of 7,800 new jobs ýthat were genera-
ted in the four-year period as a result of economic forces
apart from Brookley (Table 2).

-- 9--
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Employment growth was not even in this period. In fact,
average annual employment declined in both 1961 and 1962,
and the unemployment rate waF still at a very high level of
6.3 per cent as late as 1962. Beginning in 1963, however,
employment gains in the area began to accelerate, jumping
by 5,300 in the two-year period 1963 and 1964. The majority
of the additional workers went into the nonmanufacturing
sector, but manufacturing employment had also begun to shake
loose from its lethargy of the three previous years.

Mobile's manufacturing sector was relatively small during
this period compared with other Southern cities of comparable
size. In 1960 manufacturing represented only 15.6 per cent
of total employment, and thi•. percentage had climbed to only
15.8 by 1964. Employment gains in the recently-located tex-
tile industry and in the fast-growing pulp and paper indus-
try were the only changes of significance within the
manufacturing sector between 1960 and 1964.

Government employees, including Federal, State and
local, made up the largest single employment bloc in both
1960 and 1964. Government employment stood at 26.7 thousand
in 1960, climbed in both 1961 and 1962 in spite of falling
total employment, then slipped back in 1963 and 1964 under
pressure of the Brookley layoffs of 2,800 in that period.
This great government/privEte sectors imbalance, caused pri-
marily by the huge Brookley installation, was seemingly of
no great concern to Mobilians prior to 1964. They became
concerned, though, when the loss of the 12,700 Brookley
employees became imminent.

Retail Sales

In 1960 retail firms in the Mobile SMSA accounted for
11.3 per cent of total Alabama retail sales. Beginning in

that year there was a steady deterioration in Mobile's market
penetration, and by 1964 its State share had declined to 10.8
per cent, although sales had grown absolutely. Much of
Mobile's relatively poor showing during this 3-year period
can be attributed to the following: (1) the inaccessibility
of downtown Mobile from the region, (2) the two large urban

- 13 -
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centers in close proximity to Mobile (Pas:agoula, Mississippi
and Pensacola, Florida) became stronger retail centers; and

(3) the physical deterioration of many of the downtown
Mobile retail stores and a lack of adequate shopping centers
on the city's outskirts.

Public Utilities Activity

Public utilities activity is generally considered a
poor indicator of slight economic changes. Quite large
population movements can usually be detected by studying
things such as the number of residential gas, electric, water
and telephone customers, however. With this impreciseness

in mind, the following brief analysis is given solely to
ýestablish base-period trends in the several utility measures.

The number of residential electricity customers rose by
12.4 per cent in the 1960-64 period, gas customers by 4.6
per cent. This indicates the lively competition between
these two suppliers. Telephones in service increased by
11.6 per cent in this period, or an average annual increase
of 2.9 per cent. This exactly duplicated the per cent
change in the number of water service customers.

Banking Activity

Of all the available data on banking activity, the
volume of bank debits best reflects a community's overall
growth. Using this measure, a clear pattern of the peculiari-
ties of the Mobile economy is revealed. First of all, the
stability afforded the community by the huge Brookley work
force was apparent in the 1960-61 recession, when bank debits
continued to rise in sharp contrast to some of the other
cities in the State whose employment structure make them
especially susceptible to business fluctuations. Secondly,
Mobile's economy showed signs of stagnating in the 1960-62
period, when bank debits there remained relatively unchanged
even though the State had a fast growth rate in the latter
part of this period. There was a sharp upsurge in debits
during 1963 and 1964, but again the increase was less than
,hat for the combined total in Alabama's eleven largest

- 14 -
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cities. The total gain in the 1960-64 period in Mobile was
only 23 per cent, as compared with a 35 per cent increase in
the eleven-city total.

Demand and savings deposits changes in that city paral-
leled the movements in bank debits. There was growth in
the 5-year period of 1960-64, to be sure (year-end demand
deposits up by 15 per cent, savings by 75 per cent), but
these rates were considerably below what would be expected
based on growth in the State as a whole.

Personal and Der Capital income

Total personal income in the Mobile SMSA grew by 27.9
pcr cent between 1960 and 1964. The comparable change for
the State of Alabama as a whole was 25.1 per cent. In contrast
to the more rapid growth of total personal income, the change
in per capita income in Mobile during this period lagged
slightly behind that in the State. On an annual basis, the
average gain during the 1960-64 period in the Mobile SMSA
was 7.0 per cent in total personal income and 4.6 per cent
in per capita income.

SECTORAL MEASURES

Covered1 Employment, Wages, and Number of Firms

Average quarterly total covered employment in the Mobile
SMSA reached its pre-recession peak of 62,192 in 11-60. It
was not to attain this level again until 11-63. At the time
of the Brookley closing announcement (IV-64) covered employ-
ment had climbed to its then all-time high of 67,666.

Table 3 reveals that the gain of almost 4,000 in the
average number of covered employees between 1960 and 1964

was made up primarily of contract construction, manufacturing,

1. For those firms covered by the Urcmployment Compensa-
tion Law, e.g., those establishments employing 4 or more workers.
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and service workers. Agriculture and mining play only minor
roles in the economy of the Mobile area, and are not analyzed
separately here.

The largest employment gain in this period was made in
the contract construction sector. Employment in this indus-
try reflected the depressed condition in the housing industry
nationally, as it averaged only 4,945 in the Mobile SMSA in
1960. A sharp decline continued through the 1-62, but in
11-62 there began a rise in construction activity which
culminated in a record-breaking total of 7,300 covered employ-
ees holding jobs in this sector in 111-64. This employment
level has not been attained since.

Covered employment in the manufacturing sector Crose
only slightly in the Mobile SMSA between 1960 and 1964. The
slight decline in employment in the durable goods sector
during this period was the result of continuing losses in
the lumber industry and lay-offs in ship building and repair.

The nondurables sector of the manufacturing division is
both the larger and faster-growing in the Mobile area. The
number of covered workers in this division averaged 1,100
riore in 1964 than in 1960. Most of this increase was attri-
butable to the pulp-paper and chemical industries.

Trade employment increased at a steady, though unspecta-
cular, rate in the 1960-64 period; finance, insurance and
real estate had a slight decline; and service workers were
added at a rate of approximately 150 per year.

New Residential Building Activity

The building permit data discussed below cover the city
of Mobile only. This is not a serious limitation, however,
since the preponderance of new residential building in the
area takes place in that city, and changes in building
activity here thus reflect the area-wide morwvements.

In 1960 residential building activity in Mobile was
declining from a 1959 peak. Apartment building was almost
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negligible in this year, and, in fact, would remain so until
IV-62. Single-family structures were still being built at a
good rate, however, and this sector was very active through
1963.

Apartment building spurted in 1963 to 534 units, and
this, when added to the high level of single-family structures,
made that year the most active in the 1960-64 period. Follow-
ing the normal boom and bust routine of apartment building,
1964 saw little activity in this sector with the exception
of the fourth quarter, when permits were issued for a total
of 121 units. Meanwhile, the single-family housing was con-
tinuing its slight but steady decline, with IV-64 activity
at its lowest level in the entire 1960-1964 period.

The 1960-1964 Mobile residential building picture can be
summarized as follows: (1) apartment building took place
almost exclusively in 1963 and IV-64, (2) the number of
single-family units remained at a high level throughout the
period, but had declined slowly to its lowest level by IV-64;
(3) permits were issued for a total of 5,997 residential
units in the 5-year period, or an average of 1,200 per year;
(4) single-family structures accounted for 85 per cent of
all new units.

Housing Stock

A total vacancy rate of 9.3 per cent existed in Mobile
County at the time the Census of Housing was taken in 1960.
Out of a total housing stock of 91,700 units, 8,500 were
vacant.

Mobile accounted for almost one-half of dll foreclosures
in the State of Alabama during the 1960-64 period. Residen-
tial construction remained at a high level during this period,
however, indicating further that the vacant units were not
of sufficient quality to meet present demands.

Within Mobile, over 85 per cent of total foreclosures
came from two subdivisions, one for white tenants and one
for nonwhites. Homes in these subdivisions were of the one
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bath and two- or three-bedroom category and priced ini the
$10-$13,000 range. Built in the early 1950's, these homes
had never met minimum specifications, and owners verified
this by abandoning them in droves, especially in 1963, when
foreclosures reached their highest level in Mobile.

An increase in delinquent property taxes in 1963 also
reflected this. Usually, about 94 per cent of all property
taxes that are due by October of each year have been paid
by the following January; but on January 1, 1964, eleven
per cent of the 1963 taxes due were delinquent.

Private Nonresidential Construction

It is difficult to judge the meaningfulness of changes
in non-residential construction. Sustained high activity
over a long period normally indicates an area of great
economic growth. In the short run, erratic movements in
nonresidential construction activity typifies most moderate-
sized cities.

It can be seen from Table 4 that 1964 was, by far, the
best year in Mobile for nonresidential construction. One
huge industrial warehouse accounted for most of the valua-
tion in that category during 1964, and a $6 million bank
building was the primary factor in pushing the valuation so
high in the business and commercial sector. Significantly,
plans were made and permits issued for both structures prior
to the November 1964 Brookley phase-out announcement.

School Enrollmeit

The number of persons enrolled in both public and
private schools in the Mobile SMSA stood at 92,871 in the
1 959-60 school year. This figure had grown to 104,094 by 1963-
64, with two-thirds of the increase coming in the last two
years of that time span. Almost all the net increase occurred
in the Mobile city public schools, as both the private/ paro-
chial and rural systems in Mobile County showed slight
enrollrient declines between 1960 and 1964. The gain in Bald-
win County was only moderate.
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TABLE 4

VALUE OF BUILDING PERMITS FOR PRIVATE NONRESIDENTIAL
CONSTRUCTION IN CITY OF MOBILE, 1960-1967

(In thousands of dollars)

Total, Industrial Business and Institutional All
Year all types buildings commercial construction other

1960 7,688 1,737 2,612 2,438 901

1961 8,351 225 2,022 5,624 480

1962 9,654 253 4,015 3,671 1,715

1963 6,642 1,501 3,121 1,535 484

1964 18,705 6,437 9,245 2,493 530

1965 8,390 506 6,583 805 496

1966 15,012 889 10,868 2,563 692

1967 5,880 931 3,081 1,552 215

Source: Compiled from forms supplied by U.S. Bureau of the
Census, Construction Statistics Division.

New Public Facilities

Construction of certain public facilities, such as civic
centers, public works and utilities buildings, and, in some
cases, schools, reflects a community's economic growth and
ability to service debt obligations. Other types of public
constructiovi--public housing is an example--are important in
an economic sense only because of the additional jobs and
revenue they provide.

Publicly financed construction in Mobile was very slight

- 21 -



10c

ACDA/E-90

in 1960, as only $465,000 was spent, and most of this for
schools. Total valuation for public building rose to al-
most $11 million in 1961, with ore hospital accounting for
over half of the total and schools for most of the rest.
The addition of a new $7.75 million civic center in I962
helped push public construction to almost $17 million, and
the $4.8 million expended for 451 new public housing units
also contributed to local construction employment.

Public construction fell back in both 1963 and 1964, as
total valuation amounted to $5.7 million in 1963 and only
$3.5 million in 1964. Schools and public works and utilities
buildings accounted for almost all of the activity in these
two years.

Revenues and ExpE:nditures

Revenues: Local-source tax revenues have presented a prob-
lem in Mobile for some time. The rigidities of the Alabama
law concerning property taxation have forced local governments
to depend almost entirely on taxing policies that are exped-
ient at best and, in most cases, highly inadequate. The
Mobile tax structure has thus evolved to depend heavily upon
the maintenance of high income and retail sales levels, since
approximately 50 per cent of Mobile's operating revenue comes
from sources (sales and business taxes) that are directlN
related to the volume of business activity.

In Table 5, the four important tax revenue sources for
the city of Mobile are shown for the years 1960-67. Under
the sales tax item, returns from a constant one per cent
rate are shown in order to avoid the confusion presented by
the additional one per cent tax which the city levied in
1963. Even this presents a problem, however, as the sales
tax revenue in fiscal 1964 under the new rate was less than
twice the 1963 revenue, although retail sales in 1964 were
6 per cent above their 1963 level. It appears that a 1960-
63 rate of growth in sales tax collections should be estab-
lished as the best measure of base-period changes, anO for
this to be related to a 1965-67 "impact period."

Another problem arises in the Mobile property taxes,
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TABLE 5

MAJOR REVENUE SOURCES, CITY OF MOBILE,
FISCAL YEARS 1960-67

Per cent
Fevenues by tax source (thousands of dollars) change

Business from preceding
Year Property Salesi Gasoline license Total year

1960 1,213 2,366 1,102 1,783 6,554

1961 1,319 2,291 1,180 1,756 6,546 - 0.1

1962 1,385 2,358 1,223 1,840 6,806 + 4.0

1963 1,412 2,504 1,266 1,885 7,066 + 3.8

1964 1,452 2,410 1,337 1,977 7,177 *

1965 1,659 2,618 1,373 2,164 7,814 *

1966 1,754 2,759 1,383 2,227 8,123 + 3.9

1967 1,846 2,827 1,435 2,329 8,438 + 3.9

1 Based on a constant one per cent sales tax.

*Not applicable due to the bad estimate of sales tax revenue
for 1964.

Source: City of Mobile Financial Statements, Fiscal Years
1960-1967.

also shown in Table 5. In 1963 there was a transfer of 1-1/2
mills of the general property levy from the city of Mobile
to the Mobile County Hospital. So that property tax revenues
are comparable throughout the period, the data for 1963 and
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subsequent years are adjusted to account for this 1-1/2 mills
reduction.

It should he noted that the four large Mobile revenue
sources shown in Table 5 have historically accounted for
over three-fourths of that city's general operating revenue.
One further observation: the revenue sources' sensitivity
to changes in the business cycle is clearly established by
the slight decline in the total tax take in 1961--a year of
economic recession.

Expenditures: Expenditures for education and general welfare
in Mobile County are analyzed to indicate any new financial
burden on the Mobile officials occasioned by the Brookley
closing. Educational expenditures are analyzed for school
years (October-September) 1960 through 1964 and welfare pay-
ments for fiscal 1960 and 1964 only. o

Rural and city schools in the Mobile public school
system enjoyed increased revenues, and thus expenditures,
in each of the years covered by the base period. In the
1960-61 school year $13.2 millic-n was expended in that
county (exclusive of capital outlay and debt service), of
which approximately $11 million went inte instruction pay-
ments. Total expenditures had grown to $18.5 million by
the 1964-65 school year, instruction expenditures to $15.3
million. This represented an increase of 40 per cent over
the four-year period, or approximately 10 per cent per year.

All three levels of government contribute to the support
cf schools in Mobile County. The Federal Government contri-
buted anywhere from $1.2 million to $1.9 million in each of
the school years 1960-1964, most of it under PL 874, the so-
called "impacted area" bill. The State of Alabama contributes
the majority of the revenueq for local education, but an
Alabama law requires that all of it be used for current
operations. The local Mobile effort is also relatively great
(for Alabama municipalities), but a substantial percentage
of the local school money is directed toward capital outlay
and debt service.

Most of the increased expenditures in the 1960-64
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period were made possible by greatly expanded State appropri-
ations in 1963 and 1964. It is obvious that a slowdown in
the State's economy, when added to a sharp curtailmient in
the PL 874 funds, would work a much greater hardship on the
Mobile school board's ability to administer to its educa-
tional needs than would a localiz2d economic setback.

Pensions and security expenditures also increased
greatly in the 1960-64 period, but the added burden on the
local Mobile community was slight. This is true because
almost all the public assistance payments are made from
Federal and State funds. In 1960 $3.4 million in public
Sassistance payments were dispensed in Mobile County. Local
funds made up only $23,000 of this total.

Total payments had increased by 80 per cent to $6.1
million in 1964 as a result of both a higher average payment
and a greatly increased case load. Mobile's contribution had
increased proportionately during this perioi, but still
amounted to only $77,000 in 1964.

The increase of slightly over 2,000 in the number of
welfare cases between September 1960 and September 1964 was
due primarily to an increase in old-age pensioners, but the
number of families receiving aid for dependent children also
rose substantially. Changes in the number of this latter
type of welfare recipient better reflect changes in economic
conditions.

SUMMARY OF 1960-1964 PERIOD

-- Brookley Air Force Base: civilian employment was relatively
stable at 15,500 through 1962, then declined gradually to
12,500 by November 1964; the Base employed 12.7 per cent
of total area work force in 1960, 10 per cent in 1964;
wages to civilian and military personnel were around $90
million in each year of the period, accounting for 15.1
per cent of the area's total personal inr-ome payments in
1960, 12 per cent in 1964.

-- Mobile SMSA population increased by 8 per cent.
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-- Labor force rose by 2.3 per cent.

-- Total employment declined in 1960, 1961, and 1962, but
rebounded sharply in 1963 and 1964 to average 5,000
greater in 1964 than in 1960.

-- Mobile's retail sales grew in this period, but there was
a steady deterioration in its market penetration due
primarily to its inaccessibility from the region an-i a
lack of adequate shopping centers on its outskirts.

-- Public utilities: number of residential electricity
customers up by 12.4 per cent, gas customers by 4.6 per
cent, water customers by 2.9 per ce2nt; telephones in

service also up 2.9 per cent.

-- Bank debits rose 23 per cent, demand deposits 15 per cent,
and savings 75 per cent. All increases were less than in
the State as a whole.

-- Total personal income grew on the average 7.0 per cent
each year (higher than State) and per capita income iby
4.6 per cent each year (lower).

-- Total covered employment averaged 4,000 more in 1964 than
in 1960, with contract construction, manufacturing, ano
service workers accounting for most of the gain. Continu-
ing losses in lumber industry an] lay-offs in ship building
and repair resulted in a reduced employment level in th,,
durable goods manufacturing sector in the four-year period.

-- New residential units were added at a rate of 1,20) per
year, on the average, but had begun to slip quite fast
in 1964 even before the announcement of Brook ey phase-
out.

-- Vacancy rate of 9.3 per cent in Mobile area in 19C0; fore-
closures extremely high in period, due almost entirely to
two subdivisions;. Valuition steadily climbing.

-- Value of private nonresidential building jwrmit s averaged
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$8 million annually in 1960-63 period, then jumped to
all-time high of $18 million in 1964.

-- School enrollment increased by approximately 3,000
stu~ents each year.

-- Mobile city operating revenues are based primarily on
sales and business taxes, only slightly on :roperty tax;
increasing in each year after the drop in ?961.

-- Expenditures on education were up significantly in the period
due to increased State appropriations,. local effort primarily
in capital outlay and debt retirement. W,-Jfare payments and
recipients up tremenJously, but local financial effort almost
nil.

Mobile was slow to recover from the 1960-61 recession.
By the time the Brookley phase-out announcement was made in
November 191 ,, however, the area was making quite good
economic proqress. It is probably safe to surmise that, if
Brookley's employment level had remained at approximately its
1964 level through 1967, Mobile would have achieved a higher
rate of economic growth in 1964-67 than it had in the 1960-64
period.

In the next section the 1964-67 period is analyzed to
determine what economic effect the loss of 10,00 Brookley
workers had on the Mobile area.

Economy After Announcement: 1964-67

I"IMFDIATE IMPACT

After the initial shock of the phase-out announcement
had worn off, the Mobile community reacted by applyinq
political pressures in attempting to roll back the decision
to close Brookiey. They did succeed in getting an extension
of the planned phase-out time to cover a four-year period.
The effect of these efforts was to delay the realization of
the inevitability of the closing and to create roadblocks
to conversion planning at the local level.
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ment was confined to thd residental housing secto- ,
especially for those ho4 es priced below $20,000. Employ-
ment in the area began to decline after mid-1965, but
this is traceable direc ly to the Brookley job losses.
There is no evidence of any building plans, either resi-
dental, commercial, or 'ndustrial, having been cancelled
as a result of the closing announcement.

BROOKLEY AIR FORCE BASE

.CLOSURE PATTERN

Although the announcement was made in Novembe•r 1964,
the actual phase-out of thu Brookley pers-onnel and faC:Ili-

ties did not begin untit mid-1965. Mobile officials asked
for, and got, an extensIon of the planned phase-out tim.r,
so that the military will not rclin,luish control of the

Base until after June lI•69.

There were appr•uxiii•t lv 12, 500 civil ian employces
at Brookley in November 1964. This figiir( rei:aincd rela-
tively unchanged through 11-65, at which time Uhc pl:inned
phase-out b:gan. There were 10, - r)f) civil ian cmirloveof;
on board at the end ot 1965 and 7,500 at the end of 1)66.

By December 31, 1967, ther- wer-2 oirly 2,30() empl.o',cc:; left
at Brookley. If present plan:- maite:riali;-e, only 750 of
these will be left after December 1968, and none by June
1969.

Wage payments to civilian per:;onn-A at Brookley and
purchases made by the BaO:e did not decline at a rate commen-
surate with th(e decline of activities there betwvTen 1964 and
1967. In 1967, for example, when Brookley ', average annual
civilian employment was only 31 per cent of its 1964 level

-28-
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(Table 2), civilian wage payments in that year still totaled
$48 millien, or 55 per cent of 1964 payments (Table l).

The explanation of these high wages, for both 1966 and
1967, is to bo found among the several factors which have
influenced the brookly average pay rate. These include:
(I) a steady decreas-? in percentage of lower-paid Wage
Board (WB) employees with a correspondinc increase in per-
cencage of higher-paid General Schedule (GS) employees;
(2) large amounts of severance pay; and (3) large lump sum
annual leave payments for retiring and resigning employees.

- Th. importance to the local !obile community of these
larger than normal average payments d luring this particular
time cannot be overstated. The Brooklcv Personnel Office
out the following interesting piece of info-rmation together:
a total of 11,012 persons were separated from Brookley from
November 19, 1964, to December 18, 1967; almost exactly one-
half of these (5,504) left the Mobile area; the average
annual salary of these persons was $6,821. This means that
those who left the area after being phased-out by Brookley
carried with them an annual payroll of $37.5 million. The
high wages of those left at Brookley, plus the severance and
retirement benefits of those wh, left but remained in the
Mobile area, helped greatly to compensate for this tremendous
wa-je and salary loss. Its long-run implication is not so
favorable, however, since most of this money is in the form
of one-time beýnef its that will not continue beyc.il] the phase-
out period.

TRAN.SFER OF BROOKLEY AFB FACILITIES TO OTHER USES1

As of May l¶968, the U. S. Govern!-,rnt has not transferred

I. Most of this section and the two sectic-is which follow
in this concluding porti an of the rr port covering the use of
Ie |v i m•fm AI , f f fctiv ,nr'- r -. f off Act p.r ,! rarn. wa!; written

at tr -o~n, i ti t!t. o n w i h p!tii Ic r f o I1: ""h 1 ha '(' I had a
ci.',L (- d2' -tL u-ca'y wr, t cL. wi th L Brr k],I ; J ;h a;sc-out an1] the
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"title to any Brookley land, improvements or equipmtent to any
local civic or cor,Lriercial agency. Certain excess buildings
have ý'een madc available to the city of Mobile by short-term
lease (maximum: one-year renewable) for further sub-lease
to private companies. Rental rates for this property are
established by U. S. Corps of Engineers appraisers. The
lessee and his employees must comply with all base regula-
tions pertaining to civil tenants or. Federal property and
are subject to monthly compliance i-ispections.

At present, three firms occupy the Brookley facilities
on the above tenris. These are:

Continental Motors Cor-oration 800 employees
United Parcel Service 30
Atlantic General Fiberglass Company 25

One other company, which erilmloys only 5 p cr.>on,: ha,
cancelled its lease as an unnrofitaole opei-ct.cn. Si:ti-
cantly, high leas,_I price rates, restrictive ruJ', s on use of
warehouse space and naqgnq J . .ns-e:t i n , 'ic (-- e.. i o ... en
as the reasons for cfl'l p!at- ion. (Mc<r' will b, . id at
this in a following 'ecc~en.) Al!c,, the Atlantic Gone-9
Fibergalss Company is e:,qo:-r,-!ncin'.i financial difficultjes
and its continued op':ration i. quc:tionahlu.

Rental paymunts by the cit', of Mobile to the U.S.
Government for all land, buildiL.3s, systo:ýms, and equipitent
under lease for the month of Narch i%8 totaled $36,407.
This s3.im represents funds taken out o.[ the crnmunity and
are therefore not available for reinvestm,-ent to rebuild thc
community's economy. This twill remain the case until Mobile

problems it has presented. One person in particular, whose
planning work (first with the Mobile Chxmber of Conunerce arnd
later as the City's Brookley coordinator) places him among
the most knowledgeable about Brnokley and its potenti-al, has
been especially helpful. Th-, Burcau is indei,t-d to him for
much of the insights to the lhase-:),,i rchiomr analyzed in
this section.
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gains control of parts of the Brookley facilities.

In September 1967 the city of Mobile submitted its
Preferred Community Land Use Plan to the GSA. Some
minor boundary revisions have been made since the original
submission, but the GSA has indicated its concurrence with

the majority of the plan.

The city's plan, if approved, amounts to a sort of
"chop-up," or variety-use plan, whereby the land and
facilities would be fragmented and used for various
public, commercial and industrial purposes. Its object-
ive is to make the Brookley property as productive as
possible, as soon as possible, s- as to alleviate the
short-term adverse effects on the community of the Brookley
job and payroll losses.

This plan has been attacked as having potent~ally
. disastrous long-run implications for the Mobile area.

Pushed primarily by the Alabama AFL-CIO, an alternate
plan has been submi'ted to set aside Brookley as a huge,
international-scale, air-sea-land complex. Their conten-
tion is that the implementation of their plan would mean
eventually 50,000 additional jobs for the State of Alabama,
but that the variety-use plan as proposed by the city is
"based upon the fragmentation and functional destruction
of the mutually interdependent components of the facility."

Both plans probably have merit. The lateness of the
AFL-CIO-backed proposal more than likely precludes its
adoption. ;Infortunately, very little expert planning has
gone into the best and most efficient reuse of the
Brookley facilities. This is one area in which the Federal
Government can provide better guidance than it has in this
particular case. Without it, bitter controversies over
the best way to re-use phased-out military facilities are
almost inevitable.

ECONOMIC PATTEPNS

- 31 -
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AGGREGATE MEASURES

Population and Labor Force

Population declined in the Mobile SMSA during Lhe
three-year period following the announcement of the
siuulkiy closing. Having reached a peak in 1964, popu-

lation decreased by 3.7 per cent to an estimated 1967
level of 378,000. (See Table 2.) Alabama's population

increased at its base-period trend during this time.

About one-half of the population decline in the
Mobile SMSA occurred in the period 1966-67, at a time
when Brookley was also losing the largest part of its
employment. The July 1, 1965, population estimate of
391,000 was only 1,500 below the year earlier, but the
decline went to 6,000 in 1966 and to 7,000 in 1967,
leaving an estimated 378,000 persons residing there in
the latter year.

Unemployment rose only slightly during the period,
which indicates both that (1) out-migration is taking
place in response to labor shortages in other areas,
and (2) since the ratio of employment to total popula-
tion declined between 1964 and 1967, there is a consider-
able amount of traveling to jobs outside of the Mobile
SMSA by persons who continue to reside there.

The phase-out of Brookley has thu had a marked effect
on the Mobile SMSA population level, but not as great as
expected. The fact that it came at a time of an extreme
labor shortage in nearby cities such as Pensacola and
Pascagoula has allowed Mobile to retain some of its
population that would h-ve left the area under normal
conditions.

The M,)bi Ie SMSA work force declined by 4.4 per cent
between 1'.G4 and 1967. (See Table 2.) P,•pn iatinn d'ec ;nci
by 3.7 per cent duringi Lhis same period. A:, a cI r cent ,t
population, Mobi le's l~abor torce ,;'ri•',I 1;ihtly Iiu 1

19(64-65 but declined in 1(07 to itt,• lA',:t Ic,,l o•I th,
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1960-67 period. In 1967 the labor force declined by 4.2
per cent, the largest annual loss in both percentage and
absolute terms since the phase-out began. This was also a

time when employment at Brookley was declining at its most
rapid rate.

Employment and Unemployment

It became apparent quite early that Mobile's economy
was not growing at a sufficient pace to absorb the great
Brookley losses. Total employment began to decline
immediately after the phase-out began in mid-1965, although
the first half of the year advance in employment was of such
magnitude to push the 1965 annual average level above that
in 1964. After this, the Brookley losses, when coupled with
the related decline in contract construction workers and
the totally unrelated decrease in ship building and repair
employment, precipitated a skid that would continue through
1967.

For the entire three-year period average total employ-
ment declined by 4.5 per cent. This represented an employment
decrease of 5,700 in absolute terms. (See Table 2.) When
considering that the decline at Brookley amounted to 10,100
workers between IV-64 and the same quarter in 1967, this
5,700 is not too drastic. Moreover, the unemployment rate
in Mobile has not zoomed up as was expected.

The unemployment rate stooud at 4.4 per cent of the labor
force (unadjusted) in IV-64, a1,d averaged 5.0 per cent for
the entire year. It declined even further in 1965 (to 4.5
per cent), then recorded the lowest yearly level (4.4 per
cent) of the entire period included in this study. Both
the average number unemployed and the rate began to climb
again in 1967, but at 5.1 per cent of the labor force in 1967
unemployment was still at about its 1964 level.

In summary, there has been an employment decline ini
Mobile since the Brookley phase-out announcement. But .h•
decline in the labor force has almost paralleled it; excessive
unemployment had thus not become a burden on the local
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economy by 1967. Further, there are indications of a
bottoming-out in Mobile's employment--the preliminary 1-68
employment figure for the Mobile SMSA was approximately the
same as it's 1-67 level.

Retail Sales

The opening of two huge, modern shopping centers has
expanded the Mobile retail trading area tremendously. A
visit to those centers revealed auto license plates from
counties whose residents were formerly traveling to Montgomery
to shop, and a great many Mississippi and Florida plates
were also observed. Primarily as a result of this, the Mobile
SMSA had a gain of 11.6 per cent in total retail sales
between 1964 and 1967. Alabama's gain in this same period
was 17.6 per cent, however; so in Mobile it was a case of the
timing of the new shopping centers softening the impact of
the Brookley closing.

Some retail categories were understandably affected more
by the phase-out than others. The small general stores with
food and gas and the general merchandise concerns suffered
sales declines in the 1964-67 period. Food stores garnered
a larger percentage of the total in 1967 than in 1964, while,
surprisingly, automotive sales held up quite well. Because
of the hard-hit construction activity, lumber-building
materials and hardware-farm implements sale!s slowed percep-
tibly in the period 1964-67.

Public Utilities Activity

In contrast with the quite sizable gains shown in the
1960-1964 period, ptblic utility growth rates between 1964
and 1967 had moderated considerably, and the number of
residential gas customers actually declined by 0.9 per cent
in this period. The number of telephones in service increased
by only 4.0 per cent, electricity customers by 1.4 per cent,
and water servile customers by 1.5 per cent. The real slow-
downs came in the 1966-67 period, which also coincided with
the period of greatest layoffs and transferals at Brookley.
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Banking Activity

The accelerated economic gains wfich had begun in 1963
were mirrored in the Mobile bank debi s activity. Using
1964 as a base, the annual volume of debits in Mobile grew
by 7.9, 8.7 and 5.2 per cent, respectively, in 1965, 1966,
and 1967, which represented a gain of 23.4 per cent over
the entire period. This was still below the composite gain
from Alabama's eleven largest cities, but Mobile made a
relatively better showing after the phase-out of Brookley
began than it had in the 1960-6-1 period.

The 1966-67 growth in debits of Lnly 5.2 per cent can
not be attributed solely to the Brookle" closing. Both the
U. S. and Alabama had growth rates ini 1967 that were only
slightly above Mobile's as the very minor economic downturn
in the first half of that year, causeI] primarily by reduced
consumer spending, took its toll on debit activity.

While it is difficult to interpret short-run changes in
demand deposit activity in a city the size of Mobile, the
slight 1966-67 decline in deposits there was probably due
to causes in addition to the tight mohey policy adopted by
the Federal Reserve Board during michI of the latter year.
This decline becomes especially signilficant in view of the
increased demand deposits held by banks in Alabama's eleven
large centers as a whole.

Another indication of the Brookley liase-out's impact on
Mobile is the relatively slow growth in savings held by
commercial banks. Between 1960 and 1964 Mobile's average
annual savings increased by 67 per cent, almost exactly
keeping pace with the growth in Alabama's eleven largest
cities. Mobile's rate of growth since 1964 has been just
river one-half that of the eleven cities, and between 1966
and 1967 that city's savings increased by less than one-
fourth the eleven-city rate. Further!, the 1966-67 rate of
increase in Mobile's bank debits wcs the smallest since the
recession year of 1960. This d(c:lining growth rate can
probably he attributed to two factors: (1) the physical
removal of savings accounts by the dce arted Brookley employees,
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and (2) the drawing down of savings account balances by
the temporarily unemployed ex-Brookley workers who either
refused a transfer to another Federal Government facility
or did not have transfer rights.

Personal and per Caoita Income

The rate of growth in total personal income in the
Mobile SMSA declined as exp:cted in the three years follow-
ing the Brookley phase-out a.nnouncement. (See Table 1.)
The average annual growth rate in the 1960-64 period of 7.0
per cent had declined to 5.8 per cent in 1964-67, well below
the State average in this same period of 8.6 per cent. The
surprising thing here is that income held up so well in
Mobile, especially so when considering that the population
in the SMSA dropped by almost 15,000 between 1964 and 1967,
and average annual employment by 5,700.

Another surprise is that per capita income actually
accelerated after the Brookley phase-out got underway. It
rose to an average annual increase of 7.2 per cent per ycar
in the 1964-67 period as compared with a 4.6 per cent arerarTe
gain in the period 1960-64. At least part of the answer to
this accelerated growth rate is in the one-time retirement
incomes paid to former Brookley employees in 1966 and 1967.
This is explained in greater detail in the section on the
amount of civilian wages paid at Brookley.

SECTORAL MEASURES

Covered Employment, Wagcs, and Number of Firms

The M.'1-bile economy finally heated up around mid-1963.
The factors which caused the relatively slow employment growth
in the 1960-63 period--automation in the ]umber and wood
products industry and the depressed construction activity--
were no longer drags on the economy, and almost all the
major employment divisions began to increase.

Average monthly covered employment in all industries
rose by just over 3,000 between 1964 and 1967. On an annual
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basis, this was at a slightly higher rate than in the four-
year period prior to the phase-out announcement. Toward the
latter part of 1967, the covered employment figure began to
decline. It is felt that this is a short-term slide, however,
and employment should shortly begin to increase at its normal
rate.

Contract construction was the only industry which had a
significant employment decline in the 1964-67 period. Con-
ditions for further growth in this sector were changing both
nationally and locally at the time of the Brookliy phase-out
announcement. Housing starts in the nation were still
declining from their late-1963 peak at this time, a decline
that would eventually develop into the precipitous plunge
of late 1966 to a rate of new housing starts lcss than half
that of the previous four years.

To this was added the constraints of tight money and
high interest rates. Add to these the situations peculiar
to Mobile--over-building in the 1963-64 period and the Brookley
phase-out--and the result, as e:xpected, was a depressed con-
struction industry in Mobile beginning in 1965. This is
reflected in the 20 per cent decline in contract construction
employment in the Mobile SMSA between 1964 and 1967. (See
Table 3.)

Manufacturing employment actually accelerated after the
phase-out announcement. The durable goods sector reversed its
decline of the previous four years and employment rose
slightly between 1964 and 1967, while employment in the non-
durables sector rose at a much faster rate than in the earlier
period. This is an indication of the almost complete divorce-
ment of the Brookley facility from Mobile's manufacturing
sector.

Wholesale and retail trade, finance, insurance and real
estate, and service employment also advanced at hiqher rates
after the phase-out announcement. When considering that total
employment declined in the area because of the loss of the
Brookley employees, these sharp increases, especially in
service employment, are mildly surprising.
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New Residential Building Activity

Construction is one of the areas in which the separa-
tion of the effects of the Brookley closing from other
forces at work, both nationally and in the local Mobile
economy, is extremely difficult. This is especially true
of the residential housing sector. The volume of residen-
tial construction in the five- to six-year period prior to
the Brockley phase-out announcement was at a very high, and
probably nonmaintainable, level in Mobile. Soon thereafter
the problems of tight money and higher interest rates began
to affect new building. The psychological impact of the
Brookley closing was evident, also, especially in the few
months immediately following the announcement and for those
homes in the sub-$20,O00 price range.

For whatever reason(s), new residential construction
declined precipitously in Mobile during 1965 and 1966. Per-
mits were issued in both years for only 202 apartmont units
and 883 one-family units. Residential building rebounded
somewhat in 1967, but most of the advance was accounted for
by one or two large apartment complexes.

Over the entire three-year period, there was an average
of just over 600 new units per year for which building per-
mits were issued. This figure is approximately one-half the
average number per year in the 1960-64 period. Just over
one-fourth of all units in 19653-67 were in multi-unit
structures.

Significantly, none of the building permits issued just
prior to the Broo:.Icy phase-out announcement were allowed to
lapse. One contractor who had planned a large apartment
building wavered in his decisi~on whether or not to go ahead
with construction; a "yes" decision proved correct when all
units were filled very soon after completion. owners of
older structures were hurt, however, as the vacancy rate
surveys taken in 1966 and 1967 attest to.

As already implied, t~he market for the upper-price-
($20,000+i) homes was not greatly affected by Brookicy. As

,3P,-
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will be noted later, there is presently underway a study
to measure the residential impact of Brookley's closing by
several price categories, but expert opinion is that homes
in the $10,000-$15,000 price range were more affected than
any others. Where new construction is concerned, experts
further testify that the tight money high interest rate
situation that has prevailed througho.it much of the time
after Brookley began phasing out has hurt the housing indus-
try more than the phase-out itself.

Housing Stock

The high foreclosure rate in the Mobile area during the
1960-64 period persisted during 1965-67, The problem, pre-
sented by the two big subdivisions mentioned in Part II
continued and was exacerbated by the transferral of several
thousand local home owners from Brookley.

The VA foreclosure records for Mobile began in 1963,
FHA in 1965. It is thus impossible to ottain comparable
data from either source for the entire 1960-67 period. Based
on VA records for 1963-67, however, the following pattern
emerges.

First of all, the high foreclosure rate prior to 1965
was entirely unrelated to the Brookley closing. FRlA, for
example, started foreclosing in one of the two subdivisions
in 1962 and had not been able to sell even one home prior
to January 1967. In this month both FI5J and VA sold at
bulk-lot prices 737 homes to the University oi South Alabama
to be used for married students' housing. These homes
originally sold for $9,000 to $12,000 each, but under the
bulk sale 579 sold for an average price of only $2,056, and
the remaining 158 went for an average price of $3,750.

Second, the number of VA foreclosures rose in 1965 and
1966, but fell back slightly in 1967. The number foreclosed
in the two "troubled" subdivisions did not change noticeably
in 1965 and 1966, and declined in 1967. This means that the
effect of Brookley was being felt in the housing market
during these three years, but its extent is not precisely
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measurable. An expert opinion is that about one in five of
the 2,588 homes foreclosed in the Mobile area during 1965-67
was owned by former Brookley employees.

Brookley's effect on the Mobile housing market is re-
vealed also in vacancy surveys taken in April 1966 and
November 1967. In the earlier year 5.5 per cent of Mobile's
residences were vacant, and this rate had climbed to 6.5 in
November 1967. Apartment vicancy rates wera more than double
the rates for all housing in both years.

Private Nonresidential Construction

The total value of building permits issued for private
nonresidential construction in the city of Mobile was at an
extremely high level in 1964. On the basis of this alone,
the big decline in 1965 was not unexpected. (See Table 4.)
Nonresidential building rebounded in 1966, primarily as a
result of a mercantile building and a parking garage. But
the 1967 valuation of only $5.9 million was the lowest in the
entire 1960-67 period. Brookley's role in this relatively
poor performance is debatable.

School Enrollment

'With a three-year population decline in the SMSA of
15,000 and an employment drop of 5,700, it is difficult to
comprehend an increase in school enrollment in this same
period. Yet, that's what the figures show--from 104,094
in 1964 to 104,964 in 1967. The increase of only 300 per
year was slight when compared with the average annual increase
of 3,000 ii the 1960-64 period; but bas;ed on the populat'on
decline, a drop in school enrollment of at least 5,000 was
expected.

A preliminary estimate for the Mobile city schools
shows a 3,000 enrollment decline in 1968. A proportionate
decline in the rurl areas o, the SMSA would just about
make up the additional 2,000 that should be expected. The
reasons for the time-lag between peoplj1ati on and emjiloymenr.':
declines in the area and in school enrollment have not been
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ascertained.

New Public Facilities

Expenditures for new public facilities in Mobile have
been rather slight since the Brookley phase-out began.
Capital outlay for public schools has held up, but the 51
mill property tax that has been earmarked for thii' purpose
continues to bring in revenues in sufficient amounts that
school construction should remain unaffected by Brockley.
With the exception of approximately $4 million spent on
public housing and public works and utilities buildings,
all of the $21 million allotted for new public facilities
in Mobile during 1965-67 wcent into the school construction
progjram.

Revenues and Expenditures

Revenues: As was pointed out in Part II, Mobile's general
fund revenues are structured to depend heavily upon the main-
tenance of high retafil sales. Since retail sales activity in
Mooile continued its strong upward movement in the 1964-67
period, city revenues have not been drastically affected. In
fact, revenues from the foAur major sources shown in Table 5,
increased at about the samrec rate (3.9 per cent) between 1965
and 1967 as in the 1961-63 period.

This is not to say that Mobile's operating revenues were
not affccted by the Brookley phase-out. Alabuna's sales tax
revenue rose by much higher rates between 1964 and 1967 than
did Mobile's. An estimate is that Mobile was deprived of
rY';,iihly $)0,00') in s t11:';ix rcwvenues in the two-year period
of L9(6 arid 1(G7 be ,Jilse of the Brookley closing.

Property tax co1l, E' t on-; at tually accelerated after the
cA - r•;i nno'lnem',nnt. i{evenu,2"- from this source increasecd by
or ly 20 pc,!r cent in the fcu r-yeir period prior to the anncuncc-

erent, but rotýe by 27 per cent in the three years since the
r~h ., no-, 'it lb c,;c•. M1ch of this irnprovomen t is due to piroperty
i':': ] cj ,;Iion.; nd tho cli ti j )f nf-w inckfd ,Irc,. to tUs,,

, t ,:- r L.:, hr,, .
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Expenditures: The State Legislature in 1965 passed a public
school appropriation bill that gave a tremendous increase to
public school general operating funds for the 1965-66 and
1966-67 school years. The Mobile system received an additional
$1.2 million in State funds in 1965,-606 and $1.7 million in
1966-67. Feder i] operating funds 0-*)o rose by $2.2 million
in each of these two srhool vears. In (ot1, Mobile' s
general oper-ting expeonditures rise by '4.6 million between
1964 and 1966 as a result of ;-he incre,sed funas Iroin these
two sources.

The State LE.:iislature was nc. feelint nearly so generous
when it -.- t again in 1967. Statre public school appropriations
w'DulA ro i essentially !r.,:11anged ii the 1967-68 and 1968-69
school v,-,,:, which meant tr,-it ,,iie scoald count on no new
revenue in this p_-ri )d from its lay.(,est single school ftunds
c.ontr ibutc r.

The. school board 's; dilemma was further compounded by a
dr•s t, redtviet OnC in5 eF'>deral P1l874 ("impacted area") funds
in ris:;al 1967-68, and, their removal entirely after 1963-69.

The first identifiable casualty of the Brookl(.y phase-
,,l.it has b--'orn the M.bi Ic Schca)l Board. The unfavorable ),upil/
teacher ratio ir At ama has been fought by the local and
State edicati,,, r ase "i tions for many years. With the sharp
reductionr in thu ,Lci,4 funds, the papil/teacher ratio in
Mabile C•,unty has been adversely affected by the assignment
of an additional student to each eacher's class load. It
;s the School Board's -)orinion th'aL rcvenoues will have to be
found soon, probably through new local ta:,es, to compensate
,or the los-; of the PL874 funds.

Expenditures for publ-c assistance have also risen
since the phas.-out began, though at a rate considerably
below that between 1960 and 1964. Factors such as the in-
creased number of old-age pensioners, changes in eligibility
requirements, and availabil ity of funds are the primary
causes of the increase that has ,,-(-urred.

Needs arising from loss of cmployment are not met directly

-4 -

I I I I I I I I I- #I I. C..IItIaI I.I.aI



° C. .ACDA/E-90..°

through public assistance payments. Alabama does not have
a general assistance program that provides financial help to
needy, able-bodied unemployed persons or their dependents.
If such a program were in effect, it is possible that the
Brookley phase-out would be reflected in increased expend-
itures under it. The local burden would still be almost
negligible, however, as is now the case in Mobile.

SUMMARY OF INDICATORS IN 1964-67 PERIOD

A brief sector-by-sector analysis for the 1964-67 period
is given below, with an asterisk indicating those series
that performed poorly and are believed to be particularly
sensitive to the Brookley closing. Analysis and conclu-
sions are deferred to the following chapter.

-- *Population, which had been increasing at about 2 per

cent per year during the base period, declined by 3.7
per cent, or 15,000, between 1964 and 1967.

-- *Labor force declined by 4.4 per cent.

-- *Total employment dropped by 4.5 per cent in the three-
year period, or 5,700 workers. Unemployment rate dropped
in 1965 and 1966, but rose slightly in 1967 to equal its
1964 level.

-- Retail sales held up quite well in the period, due primarily
to the happy coincidence of two new shopping centers that
expanded Mobile's trade area.

-- *Utilities were hurt bauly in last year of study; thi3
was expected, however, because of large Brookley employ-
ment losses in this year.

-- Bank debits growth was well below the State as a whole, but

Mobile made a relatively better showing after the pl'ase-
out of Brookley began than in 1960-64 period. Growth in
Mobile savings deposits was less than half that for State,
however.

- 43



CACDA/E-!.90 '. ~ -<-

-- Total personal and per capita incomes continued upward,
but their growth rates declined from 1960-1964 perform-
ances.

-- Covered employment, wages, firms: total covered employ-
ment rose substantially in 1965 and 1966, then declined
in 1967. *Contract construction employment dropped
rather severely following the Brookley an:nounceirent,
and 41 construction firms went out of business between
111-64 and 111-67; maziufacturing employment in both the
durable and nondurable goods sectors acceleratId after
1964; wholesale and retail trade employment also rose

faster following the beginning of the phase-out, as didservice employment. Changes in the other major divisions

were insignificant.

-- *Residential construction was especially hard hit, as new

units were added at only half the rate as in the 1960-64
period. To the psychological impact of Brookley were
added tight money and higher interest rates. The net
contribution of each factor is impossible to distinguish.

-- *Vacancy rate was moderate as late as 1966, but began to
rise in 1967. Foreclosure rate was higher, with Brookley
phase-out definitely contributing.

-- Private nonresidential construction was lower in City of
Mobile, but higher in total SMSA.

-- *School enrollment was up slightly in 1967 over 1964, but
preliminary estimate for 1968 shows a sharp decline of
approximately 5,000 students.

-- Mobile city operating revenues rose in the period bccause
of maintenance of high retail sales level resulting from
increase in total personal income.

-- *Expenditures on education were up in 1965 and 1966, due
primarily to greitly increased funds from SLate and Fed-

r t'l ir's-, but were l(evel. ing off in 1 )(-7 :iud I :,O di,
to non-increazve in State fund5s and 11':- (,t l.',(,r.i l 1
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("impacted area") payments. Operating revenues could
become critical unless local taxable sources are found
quickly. Brookley phase-out does not seem to have
affected welfare assistance programs.

Reuse of Base Facilities and Economic Effects of Closure

In this concluding section the consequences of Mobixe's
attempts to offset the effects of the Brookley phase-out
are first analyzed. Then conclusions are drawn concerning

the overall economic effects of the phase-out and the con-

tributions of the Brookley facilities to recovery.

ANALYSIS OF COMMUNITY REACTION TO CLOSURE

USE OF LEAD TIME

When considering what has been accomplished in the 42-
month period following the Brookley phase-out announcement,
it is apparent that the use of lead time has been less than
optimum. Initially, there was a failure of the Mobile commu-
nity leadership to accept the impending closure as a fact
and to attack the conversion problem constructively and
Tv.gorously. Conversion planning at staff level was forced
"undercround" for one year, and all funds for profes-ional
conversion planning assistance were withheld for 27 months.
Attempts to secure Federal funds for conversion studies
vere repeatedly refused. The funds and planning efforts that
were finally forthcoming have been totally inadequate.

Hindsight now suggests that the request by city officials
(agreed to by the DOD) for an extension of the phase-out to
cov/er a four-year period was a mistake. Even for a Brookley-
size facility, two years would probably be sufficient. Most
of the problems of locating private industry on the Base
stem from its continued control by the military.

Overt community controversy over the ultimate reuse of
the vacated facilities has also cormpr,•mised the goal of an
orderly phase-in of civilian activitirs. It is felt that
this controversy could have been avoided by sufficient
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planning funds and effective leadership.

EFFECTIVENESS OF OFFSET PROGRAM

Programs initiated to offset the Brookley losses have
taken two forms. The first of these relates to Brookley
itself--the establishment of sites on the priased-out portions
of the Base for industrial, commercial, and educational uses.
So far this operation has been, for variox:s reasons, unre-
warding. Only 855 replacement job- have been generated on
the Brookley site at the time of this writing.

The other form is the replacing of the Brookley job
losses with an expansion of industry and business outside
the Brookley facilities. In this endeavor, Mobile offici-ils
have been much more successful, with most of the credit due
a local industrial committee called Task Force 200.

A few months before the Brookley phase-out was announced
Task Force 200 was founded with an announced intention of
obtaining $200 million in new and expanded industries in
five years. When the Brookley news came Mobile was thus
already geared up to go after replacements. But the Prookley
announcement acted as a catalst-for more intensive efforts
by diverse groups of local leaders. The original objective
of the Task Force 200 group was accomplished in just over
three years. Members working long hours on several consecu-
tive days for a breakthrough on some technical a.vpect of a
plant location was commonplace in the early months following
the phase-out announcement.

Tangible evidence of the resuIts of thirs all-out. drive
for new industry abounds. A new indiistrial pVrk at- Theodore,
just a few miles away from Mobile, i.,; already the sceno of a
new cast iron pipe facility, the first iror producer to
locate in the area. New Port facilities and canal:! are bei nq
constructed to accommodate the Theodore coiplex and othr
industrial sites that are opening along the Mobile River.

All this would prol)aly hav-' mrr" owv ntlally, with rfr
without the Birookley I phi,- .1 BV'.•)ulf O 7. the 1 lo L, le'y
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action girded local industry hunters into mz.•king it a reality
much sooner than expected.

CONTRIBUTION OF BROOKLE'Y FACILITIES TO RECOVERY

It is unfortunate that the vast and highly desirable
Brook ley facility has not contributed more than it present!%?
has to Mobile's recovery. The 10,000+ jobs lost at Brool:ley
through the end of 1967 have been replaced by only 855 new
industrial jobs on that facility. Mobile has yet to gain
title to a square inch of real estate or the first item of
personal property.

Industrial operations conducted on military real estate
become fantastically complicated, frustrating, and much more
expensive. Brookley has been no exception. The many road-
bloc'ks to efficient reuse of these facilities have in most
part been man-made and therefore can presu;maL!y be eliminated
by man. It is the general feeling that the comlriunitý, the
UlJAP, arici Federal disp,)sal agencies involved must all sharre
thue hi-Lune for shortcomings in various degrees and for many
(fferent reasons. Among the reasonns are:

(1) A lack of legal procedure whereby the city
could gain full possession of facilities as vacated
and to enter into legal coumitments with interested
firms relative to long-term lease/purchase arrange-
ments. The laclk o() an adequate answcr to the two
mo3t common industry questions, "When can we gain
occupancy?" and "How much will it cost?," lo(-t Mobile
innumerable job creating opportunities.

(2) The rules and ass:.ciated price structures for
temporary use of disposable facilities were not
intended to relieve a massive pcrmanent phase-o)ut
pr,,blem in a colmmunity, but in!;tead to discourage
use of certain isolated and temporarily unneeded
facilities by all but the most desperate (and prob-
ably defense contract-oriented) f irm,,,. The high
cost and restrictive terms of these lcames receive
a very cool reception from most firms. New
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legislation is required to correct this deficiency.

(3) GSA rules governing appraisal and therefore
pricing of surplus real property dictate that an
appraisal be made only a short time before sale

is contemplated. The lack of a firm sales-price
date makes financial planning on the part of both
the city and industry a rather useless exercise
and suggests that existing planning may be negated
summarily when a firm price is known.

(4) Inspections conducted by the USAF and forwarded
to the city for corrective action through the Corps
of Engineers are often based on standards and concepts
not recognized as legitimate by industry, nor are
these standards generally applicable within the city
limits. 'It has also sometimes occurred that practices
approved by lzibor unions or inrurance underw'iters
are at variance with the findin,js of USAF inc-ectors.
Most of the firms now on the Base, and even some who
have contemplated moving onto it, have complained of
the seemingly finical nature of the military inspection
practices.

(5) Problems; have risen from the numier of military
regulations which pertain to the conduct of business

1. and behavior of civil employees on a military reserva-
tion. I-rgress and egress are controlled by the mili-
tary and automobile routes of travel and authoriz7ed
probing areas are rigidly specified. Violators may
lose on-base driving privileges. Canteen type food
sales are severely li ited. Companies. cannot operate
cafeterias and their employees cannot use those
operating on Base to serve Federal employees. The

theft of even a minor item from an on-Base company
becomes a Federal offense to be hanIled by the F.B.I.,
since the crime occurred on Federal property.

There are other prohibitions, but the above examples
serve to sugqrl(t. why ind.istrial executives are reluctant to
locate on property remaining under military con rol. It
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should be emphasized that these are not roadblocks thrown
up by the Brookley military officials, but are expressions
of the inflexibilities governing military procedures in
general. Our experience with the Brookley officials has
been one of cordial reception and excellent cooperation.

To reiterate what was stated previously: the community
and the Federal disoosal a;encies must share to some degree
with the USAF the blame for the alhost negligible contribution
that the Brookley facilities have rade to Mobile's economic
recovery.

THE ECON-OMIC EFFECTS OF CLOSUIRE

It is difficult to conclu(ie the economic effect of a
military oase's closing when in fact almost 3,000 civilian
and military personnel are still employed on the base. This
is the situation that now exists at Brookley, and because
of it a final judgment as to the effect of the ciosing on
Mobile's econoy is not possible at this time.

Based on what ha.; ocCurred there so far, however, cer-
tain inferences --an bu drawn. First, because of the liberal
transfer rights held by most Brookley employees, the short-
run decline in Mobile's populatlon was inevitable. Without
this substantial out-migration the unemployment rate in Mobile,
which really has not become a problem as yet, would have
climbed much higher.

Second, with some notable exceptions that will be men-
tioned l:ter, the several economic variables ailalyzed in this
report have not indicated a deureised economy at any time since
the Brookley phase-out becmn. Accelerated growth in the in-
dustrial sector, job opportunities in cities in close prox-
imity to Mobile, and large severance, retirement, and leave
payments accruing to the ex-Brookley employees have all
contributed to the maintenance of high income and sales•: levels.

Some sectors rf tie Mobile economy were obviously affected
r-iore than othors. The "pooile" r'easures, e.g., popul1ation,
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labor force, employment, and school enrollment, reflect the
large employment loss at Brookley. Other measures which are
directly related to these, such as utility customers, resi-
dential construction, the housing stock, and city revenues
and expenditures, have also perforn"e2 poorly since the
phase-out began at Brookiey. But in those series where ex-
pectations, business psychology, and just plain economic
strength are exhibited, a quite different pattern has emerged.
Retail sales, total personal and per capita incomes, and
expenditures for new and exp:in'ied manufacturing concerns hale
not been, for the most part, greatly affected by the loss
of the employees at Brookley.

TV0: sector that has probably been mcst adversely affected
by th- phaase-out is residenttial construction and the housing
market in general. It is also the sector in which the impact
ha-:: been the most difficult to determine. The data that are
C,1.1-IL,.le reveal a quite draýstic reduction in new residential
cons truction and a slight increase in forL-closures since
LIAf4. Pdliahl. s. itistic-; r:r'tý,_r 7; tl', impact on rcmidential
property valuitiot .:n the Mobile area re.•ultinn frum the
Brookly y rse-out arc not currently aV•liablu, however.
This ,id will be filled by a surv.,y now being c--nductL-d ir,
Mabie by the U. I.• Armry, Corr.s of Engineers pursuant to the
provtsionz of a r-cently-enacted hone-nwners' assistance
bill. This bill urcvide:, financial aý-sistance to civilian
personnel who in-:ur losses a:: the r~sul. t of th,: sale of
the ir dw:i. j. in connection with th,, closure of wilitary
bases. Unfort,.,natI1Y, the res;ults of th s sur;,'y are not yt
available.

The phase-out has, on the other harnd, had only a negli-
gible impact on the manufacturing sector in Mobile. Brc~okley's
procurement practices are such that very little repair work
is "hired out" to loc•al machinists, and all parts and accesso-
ries ara shipped into the area from other, far-removed bases.

If anything, the phase-nut will have a beneficial effect
on the manufacturing sector in the Ions run. This is so be-
cause the firms that will eventually locate on the va.-Ated
Brookley site will create a demand for such satellite
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establishments as fabr.cated metals, machinery suppliers,
etc., that simply were not needed for the Brookley functions.
In fact, some demand of this type has already been created
by the few firms already located on the Base. The required
technical know-how is presently available in the area.
Inevitably, new firms will arrive to take advantage of both
the skilled technicians there and the demand for new goods
and services that will result from the build-up at Brookley
and at the new industrial parks close by.

One rather surprising aspect of Mobile's post-1964
performance has been the accelerated growth in its service
employment. Theoretically, there is a rather strong posi-
tive relationship between population changes and employment
changes in the household-serving portion of the service
industry. Y'Lt, sf:rvice e-.loyiiert in the Mobile area rose
at twice its base-period rate between 1964 and 1967 while
population declined by an es:timated 15,000 in this period.

In view of the evidence accumulated so far, there is a
temptation to conclude that the Mobile economy has been
affected le(:;s by Brookley':; c l():;ing than it was by the 1960-
61 recession. Coming a; it ha.; during a time of national
prosperity, the phase-out has; not occasioned a high unemploy-
ment rate, depressed city rvewnues, or manufacturing employment
declines such as accrompanic] the 1960-61 downturn. Uncertain-
ties are presented by the almo.it 2,500 civilian workers still
employed on the base, however. Although a disproportionatc
number of hi(her-pai d Gehnera! 1 ;:rvice (GS) workers are included
among those still on board, the qrop al!;o includes; the
lower-graIer le:;s skill I maint, -n ince. woe.KerF, wh(,se re-oentry
into the local w,.rkinq j, ati on mi qh t be hardor to a'o-:•mpli oh
than thoqe phas;e2d out prior to D,,cmnierr 11j(,7.

In ,uirnm.ry, Mb-i to :;rem: t,, have alrvldy we.athered the
wor.-t off ct; rf the Brookl1.ey Th,.,ý-OUt . Tet•tal eml)1ylyment
seems nov to be on the urpturn vr-A a feelingq of (,itmi- ,m p)er-
vwde:; the c,,nru.:n i ty. Mobile' s recovery is es;pecially niot#-
wo rthy wh:n .onoid,,r n' that it ha• e beon a*crcomIl 1sh( d with

lm , ntrihut n ftr.) the,! r,-'. of the' rrooldcy
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Intrzduct ;r.

This report has as its objective the evaluiation of
the local econor.,ic :mpact of the closure of a major military
installation, Schilling AFB, on a rather isolated community,
Salina, Kansas. Because of Salina's position as the major
trading center for ncrth central Kansas, with a trade area
extendincj into Colorado a-id N(-braska, the impact caused by
the ctosure of Schillin- .u.: thu su!bu:equent removal of
military p:ronnel resultr.: in elimination of ci,,ilian
jobs and Base purchases a-to,-'ted the Sal na economy less

than expected for a city -of its sizu (40,000 in 1964).
Nevertheless, some sector--, notably construction and housing,
were highly sensitive to chinges in Base-related activity.
Because these were crucial ý-2ctors in the local economy, the
impact of closure on Salina was expected to be heavy econom-
ically as -d,2l as psychologically.

The ability of a community to recover from the shock of
the suddr'n withdrawal of a large military installation is
of maior interest not only beciuse of the magnitude of the
immeJiate, economic impact but also because of the problems
encountered in converting the c•cy to a civilian economy.
Salina's recovery effort pla-'d special emphasis -n the
community's ability to "replace" the Base in the area's
economy and to convert the Bvse facilities to civilian usable.

The impact of closure is masured by analysis of
quarterly data (1960-63) on sach indicators as !-ales, empl-y-
ment, government receipts and expenditures, schcAl enrol Iment,
population, and public utilities. These data are ,]pqcrtc'd

by information obtained from other reports dealing with
Salina and from personal observation of the events which
occurred there after the Announcemont of rclosure.

The Economy Prior t: Annrinc,•ment: 1963-.64

In order to analyzo tho ecnrmi imp;i't of the Base
closure and the sulsoequent rco'Jery, it is first necessary
to provide information on th" status of the Salina comrmunity
prior to the Announcement. To measure the effect of clo('ure
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by relating the condition of the eccoomy at some point after
closure to the conditions at the date of closure would be

inadequate. The actual loss due to closure should be
measured against the situation which would exist if the

economy had progressed after the Announcement in about

the way it had been progressing ir-mediately before the

Announcement. This is accomplished by first presenting dat:a
on the economic trends before the Anncuncel;,ert and describ-
ing the status of the econor:y on the date of the Announcement.
Then, in a later section, it is possible to relate the actual
performance of the economy after closure to the trends that
were evident ear ier.

CEOGRAPHIC LOCATiON

Salin-t i., tiie main, large, urban center between T1_., ,.z.,

Kansa-s and Den':e , Colorado. With a populatior of ab
40, 000 in 19,4, ýt haLs long; been 'the trading center lor a
vast are-i wh ti-i ncludes parts of northwestt, rn Okl ah ma,
eas;tern Colorad',) and southwes tern Nebraska as well as
the entire we2;t.-ti, half of K ins;,s. Th a trad. iroa ;ncl ul d
almost I . 5 illl iorl wo le. sIt nll i is tl',C county - C',t cf

5aline County an] the governrrnit ii CeCTt Cr a wCI" , I the
geographi..ouaI cqnte.2r of the count.'. Thu city ti s 4,) mi]-',
riorthe:ist of the-,cfnt,'rnoint of tl,h st-.t. and only hf( miles
southeast of t heigeographixal ccnter of the cortine'ltol
United States. in recent years• Oalina's central location
has been a great advantage in itU; efforts to convert the
local economy to one whi -h is rot ;0 dependent on agricultural.
trends as it hius been in the p:•st.

This central location coupled w-th excellent facilitier
for transpr rt.it ton and t ravol gives Salira an accc';: ibility
that i-, second to very few other U.S. c es. Recently
completed 'l Il'hwy!7 have aurtr',nted transportation servces to
Salina: Int-rstite 70 and U.S. Ilighway 40 arc' primar\y
east-w.2st arterieus, and Interstate 35 and U.S. Highway 81
are of like importancr to the north and south. These
roadw-iys provide ac'e ,,'hility to other areas of the
country in -very Oir,--ton. Utilizing these. facilities
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bus lines and trucking firms provide regular services to the
city.- Four major railroads provide convenient and adequate
rail transportation. Although air service was somewhat
limited prior to 1966, opportunities for air travel and
transportation were vastly increased by the city's annexa-
tion and development of nearly the entire Base airport facility
as a municipal airport.

The Schilling AFE facilities are located to the south-
west of Salina. The installation was valued at more than
$146 million and contained 3,033 acres; it was dominated by
modern runway and airport facilitie' and includes 700 build-
ings for housing, commercial, and maintenance uses. At the
time of the closure Announcement in November 1964, the Base
was staffed by 5,007 military personnel and employed 357 7

civilians. While the annual payroll of the Base was
approximately $20 million, the total economic impact of
Base expenditures was estimated to be $35 million. In
addition to purchases made by the resident military personnel, --

it is estimated that $1.116 million were returned to the local
economy through purchases from Salina firms by various
Base divisions, such as the commissary, the Officers Club,
mess hall acquisitions, services (natural gas, electricity,
snow removal), and the motor pool. The additional $14 million
was concentrated in construction and related activities.
The Base's economic impact on Salina and its proximity to
the community caused the Base to share an integral social
and economic relationship with the city.

ECONOMIC TRENDS: 1960-64 -

The focus here is on economic trends in the Salina
community during the period 1960-64. Attention is directed
not only to the general economic trends but also to the
pattern of growth in the important sectors of the local
economy and to important events that particularly affected
the community.

AGGREGATE MEASURES

In general Salina experienced growth for the five-year
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period beginning in 1960. Income, population, saleL, employ-
ment measures of economic activity exhibited substantial, if
not spectacular, growth. Although most indicators displayed
signs of expansion, some segments of the economy, particularly
housing, private construction, and public investment, were
lagging. Of significant importance was the lack of gro%.th - .
of the basic economic strengths of the economy. Little new
industry located in Salina; the expansion of existing
industry was slow at best. The trade and service sectors,
which are a large part of the export base of the Salina
community, Zailed to grow. A contributing factor was the
long term decline of regional agricultural population and
income which provided much of the support for the trade
and service sectors. Similar to many other communities
in the Midwest, the central business district was deteri-
orating both physically and economically. This decline
was due in part to new suburban shopping centers; but a
major factor was the lack of imagination and initiative
on the part of the downtown merchants. In addition much
of Salina's housing was deteriorating or dilapidated--an
estimated 20.6 per cent according to the 1960 Census of
Housing. The major strength of the economy was the growth
of Schilling AFB. These data are consistent with the
large decline in population in the last half of 1962 caused
by the transfer of construction and maintenance crews
associated with the Atlas miesiles. With this overview in
mind let us proceed to the details of the situation.

Population

From March 1, 1960 to J;..!iary 1, lj: the Saline county
population fell 988--from 46,459 to 45,471. The Salina popu-
lation decline was smaller; the decrease wps from 39,235 to
38,706 or a loss of 529. Two things are clear from these
data: (1) with about 85 per cent of population, Salina is
by far the most important part of the county, and (2) both
Salina and the portion of Saline County outside Salina shared
in the population decline. The population changes for Saline
County were far from regular: in 1960 and in 196]. substan-
tial growth was recorded; a large decline occurred in 1962;
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there was a small gain in 1963; and a very, large loss in
1964. It would be unreasonable to assume that all this __

1964 decline occurred after the November 19th Announcement.

EDploVment

In 1-61, the civilian workforce was approximately
19,000.1 Of these, 1,000, or more than 5 per cent, were
unemployed. Wholesale and retail trade employing about
4,000 was the largest employment category. Between 2,000
and 3,000 were employed in services, construction, and
government. More than 1,000 were employed by two other
major sectors--manufacturing and transportation, communica-
tion, and public utilities. Slightly more than half of
the manufacturing employment was in the food and kindred
products category. Finance, insurance and real estate
and agriculture employed between 500 and 1,000 persons.

Between 1-61 and IV-64 the civilian workforce in Saline
County fell by over 1,200 or approximately 6.4 per cent; at
the same time unemployment was almost cut in half. Consu-
quently the unemployment rate was reduced at the end of the
period to approximately 60 per cent of its 1-61 level.
During the four years total employment declined by approxi-
mately 800. The decline in the civilian workforce is a
reflection of the decrease in population. Combined with
the declining rate of unemployment, these trends indicate ..
that Salina residents choose to leave the community rather
than to remain unemployed.

Retail Sales

Retail sales activity for Saline County during the
period 1960-64 displayed considerable variation. Four distinct

1. Consistent employment data are available only
since 1961. Throughout this report quarters are designated
by Roman and Arabic numbers. Thus, the fourth quarter of
1964 becomes IV-64.
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periods were evident: (1) from 1-60 through 11-62 retail
sales increased in each quarter when sales are compared
to sales in the same quarter a year earlier, (2) for the
next four quarters, through 11-63, declines occurred, and
(3) from 111-63 to IV-64, gains were recorded for each
quarter and (4) in IV-64 a decline was evident. From
1960 to 1964 the increase was 13.2 per cent.

Utility Activity

The number of utility customers or utility sales
provides a useful measure of population and housing
characteristics of an area. Data are available on the
ni-nber of water accounts in Salina and on natural gas and
electricity sales in the area. The numbei" of water accounts
rose each quarter up to 111-62, declined in 11-63, and
finally rose to 111-64. From 1-60 to IV-64 the net gain
was 8.8 per cent.

With two exceptions, 11-63 and 111-64, electricity sales
rose steadily each quarter when compared to the same quarter
a year earlier (to allow for normal seasonal fli-tuation in
usage). This trend was observed for the three categories
of electricity sales--commercial sales, residential sales,
and total sales. Despite the exception to increased quarterly
usage, the overall gain from 1960 to 1964 was 9.1 per cent.
The yearly totals also increased regularly through 1964.

Natural gas sales were more erratic. Sales to both
commercial and retidential customers exhibit considerable
quarterly variations. These variations were reflected in
the total for quarterly usage: five quarters showed a *

decreased volume when compared with the same quarter a year
earlier. Despite these several quarters of decline, gas
sales showed persistent gains on a yearly basis.

The quarters which show a decline in the consumption
of water, natural gas, or electricity (each of the three
utility measures shows intermittent decreases) are from
the same period when the most acute decline in populationoccurred. It can be assumed then that the decreased utility
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sales are a function of the increased housing vacancy rate
which was caused by the flux in total population.

It should be noted that during the critical period from
111-62 to IV-63 when a quarterly increase was shown, it was
often a very slight increase--reflecting essentially an un-
changed rate of usage.

Financial Conditions

Data are available for two measures of the financial
condition of individuals and businesses of Saline County--
bank deposits and bank debits. The total bank deposits
of county banks rose by 53.4 per cent from June 15, 1960
to June 30, 1964. A large part of this gain occurred in
the early part of the period.

Bank debits in each quarter after 1-60 were greater
than in the comparable quarter a year earlier up to 11-64.
The most rapid gains were made in 1961. The next two years
showed declining percentage gains; the period ended with a
3.7 per cent decline in 1964. Nonetheless, a gain of 23.2
per cent occurred for the whole period.

Information regarding share accounts in Saline County
savings and loan associations is only available since 1963;
this information shows that share accounts rose 23.4 per
cent from year-end 1963 to year-end 1964.

SECTORAL MEASURES

Employment

The different sections of the Salina economy experienced
substantially different employment patterns during the pre-
closure years. Most of the 1960-64 loss in employment was
caused by the very large decline in the construction in-
dustry associated with completion of work on area missile
sites. A sizeable loss, however, was also regiscered in
manufacturing. Small losses were recorded in agriculture
and wholesale and retail trade while a rather large increase
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in emnployment occurred in services. Similar gains were also
recorded in transportation, communication, and public utilities; ..

government- and finance, insurance, and real estate.

By IV-64 manufacturing experienced a loss of 108 jobs
from the 1-61 level. An employment high was reached ia
111-61; then there was a decline that lasted until 11-63.
A second high was reached in 11-64 while a major decline
occurred in the last two quarters of 1964. Employment
variations in food attd kindred products employment contrib-
uted significantly to the fluctuation in total manufacturing.
employment. Although food and kindred products employment
increased slightly during the period, this does not account
for the decline in the total manufacturing employment.

Employment in contract construction declined in the
period. After the high level of employment was reached in
11-61 an irregular decline occurred through IV-64. While
primarily a reflection of the completion of the missile
sites, this trend was indicative of the tenor of other
economic activity in the community.

;a

As would be expected, the long-term trend of employment
in the agricultural sector was one of decline. This decrease
in agricultural employment, while it had an impact on the
local economy, was a function of the nationwide trend toward
larger and more capital-intensive farm operations rather ..
than the result of economic conditions in the community.

Transportation, communication, and public utilities
employment rose steadily from its 1-61 level. Services
employment also experienced a gain for the 1960-64 period.
The large gains occurred in 11-62, at which time employment
hit a peak and remained constant until IV-62. Although the
trend was reversed in 1-63 and a decline was experienced,
there was a net gain for the 1960-64 period. The gains in
this sector are almost fully reflected in the growth of the
medical and educational subsectors.

Employment in several sectors showed only small gains
or were relatively stable: 1) wholesale and retail trade,
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2) finance, insurance and real estate, and 3) government.
The wholesale atd retail trade sector of the Saline County
economy was one of the most stable sectors--almost no
employment change was zncorded in this sector. An employ-
ment high was reached in 111-62. Employment in finance,
insurance, &nd real estate showed a small gain for the
period; the most rapid gain wa3 in the early part of the
period. The peak was reached in 11-62 followed by immediate
decline in the last half of 1962. Relative stability
characterized the latter half of the period.

A peak in the number of jobs in the government sector
was recorded in 1-64. Except for the general upward trend
in employment in this sector, there was little variation
over the period. This increase was equally divided be-
tween Base and other public employment.

In spite of recent efforts to lessen Salina's dependence
upon the fortunes of local agriculture, the total agricultural
situation is still very much a part of Salina. Agriculture
has increasingly centered around larger business operations
with fewer employees in proportion to land. Due to advances
in technology there has been an increase in the value of .
field crops produced and a very sharp increase in the value
of livestock and poultry produced. Like small farms, minor
fa•m crops have faded from the picture entirely with the .- -.

exception of the production of commercial seed which has
increased sharply over the period and promises to become
an important crop in the future.

Housing

A- early as 1960, the weakness of the housing market was
evident by the 5.7 per cent vacancy ratio (821 vacancies
out of 14,304 available dwelling units). In addition over
1,000 new housing units, primarily single family residences
had been built during the 1960-62 period when the Atlas
Missile complex was being constructed. As a result, when
the missile workers left the community in 1962, many houses
came on to the market, creating a glut in the housing market.

:A
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Because houses could not be sold, a significant number of
owners defaulted on their mortgages. Thus, FHA acquired
142 houses in IV-63 after .a long period of few acquisitions.
Although the rate of acquisition slowed in 1964, a total
of 263 homes came into the possession of the FHA during
that year. After the missile work was completed and the
workers transferred, nearly a thousand units were left va-
cant. The majority of these dwellings were in subdivisions
offering single-family units in the $9,000--$18,000 range.
Most of them were in the immediate vicinity of the Base--
the Indian Village subdivision.

Construction of new housing units, as revealed by
building permits, showed considerable variation between 1960
and 1964. In the early part of the period up to 1962 the
number of new housing units rose from 324 to 444. A severe
decline occurred in 1963; this decline persisted through
1964 when only 108 housing units were authorized. In 1960
the value of building permits was $5 million; this rose to
$7 million in 1962 but dropped sharply in 1963. The decline
slowed in 1964 to total just over $3 million.

The Public Sector

The AFB had a large impact on the Salina school system.
In 1961 appro•:imately 3,000 Salina students were dependents
of Schilling military personnel. About one-sixth of these
students were enrolled in the elementary school located on
the Base. The full cost of these students was not borne by
Salina taxpayers as about $350,000 of Federal impact funds -

subsidized the school district.

Public expenditures and tax receipts increased fairly
steadily in the 1.960-64 period. Although several new public
facilities were discussed, little real action had been taken
to provide for their construction. Four major facilities
were under consideration: 1) A civic center, to replace
inadequate general city and county offices, had been in the
discussion and planning stage before the Announcement; 2) A
bond issue for an area vocational technical school which was

S .. ,. .
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scheduled to open in the fall of 1965 had already been
approved by voters; 3) A public golf course had been
recommended; 4) The Salina Communicy Inn of America, Inc.
had been formed in 1962 in order to build a "downtown motel
and convention center. In addition to the fcur items involv-
ing new or expanded public facilities, Salina had completed
a community planning study in 1964.

Base Activity

Base related activity in the 1960-64 period fluctuated.
From 1959 until 1962 construction of the twelve Atlas missile
sites outside Salina resulted in about 1,000 extra defense-
related workers moving into the Salina area, particularly
into the Indian Village housing subdivision, which was built
primarily to accomodate these workers.

Total expenditures by the DOD for these sites amounted
to $130 million during this 4-y-ar period--$40 million for
the actual construction and $90 million for supporting
facilities and personnel costs. The quiet withdrawal of
the construction workers and related personnel in 1962 led
to a significant slowdown in Salina's economic activity.
Most economic indicators reached peaks in 11-62 and then
began declining. Even the construction activity concerned
with remodeling the runways at Schilling after 1962 did little
to relieve the decline in contract construction and other
economic activity that occurred in the 1962-64 period after
completion of the missile sites.

Possibly because the missile cutback was accomplished
without fanfare, Salina made no significant effort to re-
place these workers. As will be seen later, the loss of
1,000 unreplaced workers had a relatively greater impact on
economic activity than did the complete closing of the entire
Schilling facilities amid a blast of publicity. An enthusi-
astic reaction for a plan of positive action resulted from

the excitement of the Base closure Announcement and the
ensuing activity. These attitudes resulted in a concentration
of the city's energy in attempts to find replacements for the
economic activity lost by the Base closure.
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The Economy After Announcement: 1964-67

IMMEDIATE IMPACT

The shocking news that Schilling APB would be closed
was released in Salina on November 19, 1964. The city
fathers knew only minutes before news media released the
news to the general public. Because elaborate praise had
been given the recently modernized Base, no one but the
highest DOD officials had any idea that Schilling would be
included in the anticipated closure of bases throughout
the country. From the mayor to the man on the street one
thing was certain--the news was unbelieable and carried
ominous overtones of a dim economic fut'ixr for the city.

The civic and business leaders of Salina joined efforts
to meet the crisis. Together they appointed a committee
that would steer the city through the trying times during
and following Base closure. This committee was the direct
furerunner of the Schilling Development Council (SDC) that
was to be so effective in guiding the city's recovery from
Base closure and in mediating between the city and the
federal government.

The citizens at large were not as calm and organized.
Most were shocked by the Announcement and many had visions
of an acute depression. Through foresightedness, or maybe
sheer bravery, the city leaders were able to organize and
inspire the populace enough to start a movement to substitute
civilian activity for the rapidly departing AFB activities.
This "fighting" attitude was enough to curb the depressed
attitudes so that energies could be mobilized to take
positiie steps to minimize and possibly completely compensate
for the econumic effects of Base closure on the city. One
thing was apparent: cooperation between the different
factions of the City and the DOD was imperative.

Such cooperation proved to be forthcoming in significant
proportions. Meetings of the city representatives were of
an informal nature until the official appointment of the SDC
which b,.gan actual negotiations with DOD representatives.
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The DOD made it quite clear that it would be willing to aid
the city's efforts toward recovery. The DOD was familiar
with the many problems that typically confroi t a city upon
closure of a military installation. Each city is unique,
however, and Salina had to be approached with consideration
of its own complexity of problems--many of wbich were
peculiar to Salina.

As the situation unfolded, it became clear that
Schilling would not be reactivated, and Salina was forced
to make decisions about its future. The hope! and optimism
that had begun to grow were verbalized by Whi'tley Austin
in an editorial in the Salina Journal entitled "Only a
Civilian Future is Seen .or Schilling--But That Future
Could Be Exciting." It very soon became apparent to Salina
that the real hope was in attracting permanent industry.Special emphasis was placed on attracting industry that
could effectively re-use the existing Base facilities; in
doing so, Salina became more attractive for industry in
general and attracted significant non-Base industry.

No matter what industry was attracted and no matter
how soon the industry decided to locate in~the community, it
could not move in fast enough to offset the immediate
economic impact of Base closure. In an effort to secure some
immediate offsetting activities, an attempt was made to find
immediate substitutes through State government channels.

A number of State officials had attended' the first
public meeting with DOD officials in Salina (January 14,
1965). The concensus among State officials was that if
the State were interested in making concessions to the City,
it should be done immediately. The psychological impact of
immediate State "aid" in form of some sort of institution would
be as valuable as any tentative industrial plans to move into
the area. Consequently, the Governor of Kansas made an in-
formal offer of an already authorized medium-security prison
which he was willing to assign to Salina.

Salina officials, however, unofficially rejected this
offer. Salina, even at this low point, was not interested
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'in becoming a "prison town." Similarly, the possibility
of attracting a Job Corps center was rejected as not offer-
ing the type of replacement desired by the City. Although
replacements had to be found, the citizens of Salina were
concerned that the caliber of personnel attracted as replace-
ments for the AFB be of at the least the "social acceptability"
as the AF personnel.

Acceptable governmental replacements were found when
the State Legislature authorized the Highway Patrol Training
Center, the area Vo-Tech school, the technical institute, and
the Vocational Rehabilitation Center (which was authorized
through Federal as well as State procedures). Although the
impact of these facilities could not be as great as that of
Westinghouse or Beech, they were, nevertheless, among the
first utilizations of Base facilities. In fact, the area,
Vo-Tech school opened in September of 1965 only three months
after the final closing date of the Base. The Vo-Tech school
personnel moving to Salina also had a favorable psychological
impact on the housing market. Without the immediate action
of the state authorities such as special legislation and
meetings, this favorable offsetting impact would have been
considerably delayed, since significant re-use and new
non-Base activity did not really begin until 1966.

As discussed above, Salina had a surplus of living
units left from the building boom during construction of
the Atlas Missile Complex; as a result there was great con-
cern about the likely effect of the Base closure on housing
values.

The number of vacant living units had been at a constant,
high level of six per cent since 1960 but suddenly advanced
to nine per cent in 1964. The residential housing market was
in a precarious situation. This situation would probably

* have reached a much higher level had it not been for the
decision made by the Base Commander, Colonel Scanlan,
(approved by the DOD only after local implementation had
begun) to use the Capehart facilities to solve the problems
of housing dependents of servicemen stationed in areas
where their families were not allowed. (In the Schilling
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Capehart utilization, many of the "waiting wives"'were
originally foreigners who had married U.S. servicemen and
who had no families to whom they could return while their
husbands were serving overseas.) The response to this de-
cision was overwhelmingly positive. This utilization helped
avoid a housing crisis.

There was no immediate impact on the schools since the
loss of students due to Base closure was offset by the influx
of military dependents moved into the Capehart housing.
Thus school population in September 1965 was up in Salina
as well as in Saline County. While the elementary school
serving Base personnel was closed, a population explosion
occurred in the other schools, sometimes at the rate of
fifty students per day.

The reduction in the supply of labor represented by --

working dependents of Base personnel helped to soften the
impact on the local workforce. Many of the military
personnel and dependents were employed as civilian workers
in Salina. A poll among businessmen indicated 1,100 such
employees; 725 of whom were full-time employees. Employers
estimated that at least 550 new workers would be needed
eventually to fill these vancancies. This caused immediate
concern to employers as employees left with the military.
In the long run this loss of employed military dependents
provided jobs for those out of work because of decreased
business activity in some sectors of the economy.

More important than the loss of workers was the loss of
particular skills. It was estimated that 60-80 per cent of
the skilled tradesmen left the community during the first
few months following the Base closure. Hospitals felt the
effects of closure acutely as they lost 25 per cent of their
registered nurses and nurses aides who were departing Air
Force dependents. Likewise, the loss of teachers was felt
by the school system.

With an ominous forecast of a loss of 32 per cent of
income, 25 per cent of population, and 3,900 vacant dwellings,
Salina was faced with a real crisis. Even though the
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military population had already decreased 15 per cent by
January 1965, Salina acted to meet the problem. Though
some of the immediate measures, such as stuffing monthly
statements with brochures to attract industry to the Base
facilities, were largely ineffective, they were, at least,
Indicative of the desire to make a successful recovery.
Soon appeals to industry throughout the nation as well as
the state were made with special emphasis on Salina's
central location: "Salina--where North, South, East,
and West meet," and upon the availability of the excellent
facilities vacated at Schilling AFB. Salina's destiny was
decided during those first crucial months.

ECONOMIC TRENDS: 1964-67 ..

By six months after Announcement, indicators showed
sharp declines in economic activity in'almost all sectors.
In most cases these indicators did not begin to reverse
themselves until March and April of 1966, and did not reach
their pre-Announcement level until mid or late 1967.

ECONOMIC PATTERNS

AGGREGATE MEASURES

Population

The population of Salina declined immediately following
the Base closure from 41,293 in 1964 to 38,706 in 1965.
Some recovery was reported in 1966. Considerable question
has to be raised about the validity of the 1966 population
estimate; there seems to be evidence that the reported estimate
overstates the population relative to the estimates of other
years. At any rate in 1967 the population had declined again.
For Saline County, however, the earlier drop in population -
has been almost compensated by steady growth in the 1965-67
period. The 1964 Saline County population of 48,312 initially
dropped to 45,471 in 1965, but by 1967 had risen to 48,228, j
almost completely replacing the original loss. j.,

; -- 7- -
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Employment

Between closure Announcement and IV-67 the civilian
workforce in Saline County rose by 433--2.7 per cent. A
reduction in the civilian workforce occurred throughout
1965; thereafter tha workforce rose fairly regularly. Dur-
ing the period, total unemployment fell by 233 persons.
This was a significant decrease in the unemployment rate.

The quarterly pattern of total employment, comparing
each quarter with the same quarter a year earlier, showed
a decline until 111-66 and an increase thereafter. From
IV-64 through IV-67 the number of employed persons rose
by 667--3.9 per cent. A low point for total employment -

was reached in IV-65. Measured from that point, the increase
in employment for the two-year period ending IV-67 was 10.2
per cent.

Retail Sales

As was descrihed above, a decline in retail sales
occurred in IV-64. This decline persisted through 1-66 when
retail sales were 7.9 per cent below the level that had been
reached in 1-64. An increase began in 11-66 and continued
through 1-67. This one-year gain returned retail activity to
96 per cent of the 1-64 level. A decline again began in
11-67 and reversed itself immediately. Fourth quarter sales
were down slightly from the same quarter in 1966. -- -

Utility Activity

Public utilities sales dropped sharply in 11-65 (with
the exception of gas sales, which remained fairly constant)
but immediately began recovery. By TV-67 all public utilities
sales approached their pre-Announcement levels.

Financial Measures

The latest available data on bank deposits are for
June 30, 1966. These data show that from June 30, 1964 to
that time a gain of 5.1 per cent in the amount of total -
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deposits of Saline County banks was registered. This gain
is considerably be-low the gain in the two years earlier and
much below the 1960-62 gain. If the increase had proceeded
at the 1962-64 rate, bank deposits in Saline County would
have been $6 million greater on June 30, 1966.

Share accounts in Saline County savings and loan asso-
ciations fell between year-end 1964 and 1966. This loss was
restricted primarily to 1966 when a decrease of 1.9 per cent
was registered. The 1964-66 loss contrasts to a gain of
23.4 per cent in the two prior years.

SECTORAL MEASURES

Employment

In the period from Announcement through 1967, the em-
ployment pattern for Saline County began to change. Agricul-
tural employment continued to decline while manufacturing,
except for food and kindred products, made strong gains.
Services continued to employ more Salinans; government and
construction employed fewer. Trade and finance, insurance,
and real estate remained relatively stable.

Agricultural employment in Saline County continued its ....
steady decline. With one exception, employment in this
sector was lower for every quarter than for the same quarter .- -

a year earlier. Average annual employment in the agricultural
sector declined by 129 from 1964 to 1967, a decline of 14
per cent. This decline, as mentioned earlier, was caused by
increasing productaivity due to mechanization and technological
change arid in no way reflects an impact of the closing of
Schilling.

Manufacturing employment in Saline County had been
erratic in the 1960-64 period. Immediately after the closure
Announcement, it dropped from its 1964 peak and fell through-
out 1965. In early 1966, recovery began, and employment
levels for each quarter of 1967 are higher than for any
quarter through 1961. (Data are not available for earlier
than 1-61, but until 1967 the peak employment quarter in the
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manufacturing sector was 111-61, with 2,050; employment in
1-67--the lowest figure for 1967--was 2,075.) rhe average
annual employment has grown by 454--20.3 per cent in the 1964-

.67 period. This compares with a loss of 123--6.4 per cent in
1961-64. For the 1961-67 period employment rose by 331--14.8
per cent. Employment in the Food and Kindred Products Manu-
facturing sector, however, has changed its erratic 1960-64
pattern of employment to one of steady decline. From 1964
to 1967, employment in each quarter has been lower than
employment for the same quarter a year earlier. Average
annual employment fell by 348 from 1964 to 1967--37.0 per ---

cent. For the period 1961-67 the overall decline (remember-
ing that there was a peak in IV-63) was 304--34.0 per cent.

Employment in Contract Construction,. which had been
declining since its 1961-62 high levels, continued to fall
after the closure Announcement until mid-1965. The year --

1966 was one of slight recovery, but employment in this
sector fell again. It is obvious that the emplcyment in
the contract construction industry was more affected by
and has recovered less fr~m the completion of the missile
sites than the closing of Schilling. Considering two "peak"
years, 1962 and 1966, average annual employment in 1966 was ....
527, or 32.8 per cent, lower than in 1962. The 1964-67 changes
show a decline of 119, or 9.7 per cent, while the over-all
(1961-67) change was 867--a 40 per cent loss.

The wholesale and retail trade sector remained relatively
stable. The immediate impact was undoubtedly due to the
businesses which closed immediately after Announcement, there-
by hoping to minimize their losses. Average annual employ-
ment in 1967 was up 213, or 4.9 per cent from the 1964 level.
During the period 1961-67 there was a net increase of 142--
3.2 per cent.

The Transportation, Communication and Public Utilities -

sector experienced almost no change drom 1961-67; the average -

annual employment dropped by seven--only 0.5 per cent. The
decline from 1964 to 1967 was hardly more significant--113
or 7.9 per cent. The pattern of employment is not regular.
After 1964, the trend was generally downward, but some
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quarters showed gains over the same quarter a year earlier
(I-65 and all but i-6 '). Since IV-61 and IV-67 data showed
exactly the same nunb.•r of employees in this sector (1,325),
it is apparent that although recovery ma:" have begun with
the gains made in the last three quarters of 1967, it has
Sbegun. . -•

- .. [j•
The number of em•loyees, in the Finance, Insurance, and

Real Estate sector reJnained stable in the period immediately • __.l•
following the closure Announcement. A gradual decline
be@•n, however, in IV-65; by 1967 the decline had apparently
subsided. The 1964-67 loss in employment was only 13 while
the 1961-67 change was a decrease of only two. These changes
were almost negligibl•. Significant, however, is the rapid .........

loss of importance of this sector to the economy after the
Base was closed.

Services employm nt, c•ontrary to what was expected, has

increased in the post-Announcement period. A very minor ::• :-----r
downturn in the first three quarters of 1966 did not negate
the net gain in average annual employment of 267--5.6 per
cent. This gain eXceeded numerically the 1961-64 gain of .... --
180 (six per cent) and gives a net gain for the overall ......
period of 446--14.4 per cent. Significant to this gain is ....

i the fact that much ofl the Base re-use (schools and hospital
Swhich involved large numbers of people) has been oriented to -'" •--•-'

Sheavy use of servlces, e.g., laundry, dry cleaning, and .- • :
, repair shops.
i Government employment declined by 345 or 15.7 per cent .......

between 1964 and the end of 1967. This loss more than
offset the small gain during the 1961-64 period •.nd gave a
net change for the period 1961-67 of minus 269--a decline of
12.8 per cent. .... p.

Housing

The hot1:,ing market in Salina was very weak before the
Announcement. In addition, and of crucial importance, a
significant portion of housing units in Salina were occupied
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by Base personnel. Finally there was a threat that the
735 Capehart units would be thrown onto the market. Transfer
of the enlisted men resulted in the vacancy of many homes in
the $9,000-$13,500 price range. One qualified observer has
reported that "all in all, the serviceman-homeowner ordered
from Schilling in the spring and summer of 1965 had a rough
Zinancial time." It is clear that DOD did not sufficiently
protect the servicemen from the losses they suffered.

After closure, September 16, 1965, a vacancy rate of
21.3 per cent--3,321 out of 15,588 was recorded. Most of
the vacancies were residential (2,578); significant numbers
of apartments (743) and mobile homes (37), however, were also
vacant. At one time an estimated 3,750 houses were vacant.

The buildup of dwelling units held by PHA began to
reach sizeable proportions in March 1965, and by September
1, 1965 the FHA had acquired 719 properties. FHA foreclosures,
however, reflect only a small portion of the total impact on
housing. By October 1965, 2,200 standard units were vacant;
950 of them were for sale and 1,250 were for rent.

According to informed expert opinion the housing market
showed some marked characteristics:

1. The value of housing priced at $15,000 and more
remained quite stable;

2. A marked drop in the value of housing priced at
less than $15,000;

3. The less than $15,000 houses in the vicinity of
the Base declined most severely; and

4. Older houses experienced the greatest decline in
value.

Among the factors influencing the market were: (1) A -.
general up-grading of housing on the part of low to middle
income Salina residents, and (2) vary liberal credit terms
employed by VA and FHA to dispose of the houses they foreclosed
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C on has expanded the market for low-cost housing--people who

would normally rent, now found it pcssible to buy.

Between September 1965 and February 1967 a sizeable
portion of the surplus housing was eliminated. The number
of vacancies fell by 1,066; as a result, the vacancy ratio
fell from 21.3 per cent to 14.5 per cent. While the number
or vacancies declined, the number of residential dwellings
increased 3.7 per cent so that the occupied residential
units reflect boLh an increase in dwelling units and a re-
duction in the number of vacant units. A 24 per cent
decrease in the number of apartment units and a 26 per cent
decrease in the number of vacant apartment units resulted
in the vacancy rate for apartments remaining rather stable.

The Public Sector

The effects of closure began to be felt in the public
sector, especially the public schools, by mid-1965. The
closing of the Base elementary school caused hardships in
the Salina public schools, especially the elementary schools,
since other dependents began replacing Air Force children
almost as soon as the Base school was closed.

The City of Salina continued its expansion of public
projects in the 1965-67 period. The Urban Renewal arguments
continued, with two projects having passed both the voters
of Salina and the Federal bureaucratic manze. Building of A
new public facilities also continued--among these are the
new library, City-County-School Board building, new Sheriff
and Police Headquarters, and the Salina Municipal Golf
Course.

Spending by the City of Salina rose, but not as much
as would have been necessary had the financing for city pro-
jects not been partially provided by State and Federal funds.
Although the first year's operation of the airport necessita-
ted a three-mill property tax levy, the additional revenue-
producing facilities and heavier traffic flows have since
enabled the airport to become self-supporting. ..
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Activity in the public sector increased during the
period following the Announcement of closure. Besides the
obvious effect on the construction industry, many of the
benefits of this activity cannot be measured since they
involve the "group spirit" of a community which united to
offset a potentially great loss. The push to attract new
industry was just as much a public sector activity as was
the initiation of the numerous public building projects.

In summary, major portions of Salina industry suffered
declines or slowdowns in the rate of growth from 1964 to
1966. Some industries that were almost unrelated to the .

Base, such as trucking, experienced strong growth which
offset prior losses. In Base-related activities, such as
hotels, motels, and auto repair shops, severe declines are
observable. In other kinds of activities where a Base re-
lationship might be expected, such as amusement and recreation
services, almost no changes occurred. For those industries
where a direct military relationship might be assumed (eating
and drinking places and personal services) growth occurred.

Replacement of the Base in the Salina Economy

From a few months after closure of the Base was announced
Salina has channeled most of its energies into efforts to
attract new organizations--especially those which could
utilize the facilities vacated by the military. In the
three years that have passed since the Announcement of
closure, Salina has been very successful in making substi-
tutions that benefit the economy.

As a result of the City's efforts to accommodate Base
re-use industry, some tax concessions were made. From a
direct public treasury viewpoint this was not an unmixed
blessing. On the tax side, regular State, County, school
district, library, and recreation property tax lines apply.
The City levy was set at $10.83 per $1,000 of assessed
value (about 30 per cent of market value); this compares to
a levy on other property of $30.31. For the next five years
the rate will be $12.75 and $15.00 on these subsidized property.
This reduction in taxes is less than the reduction offezed
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to new industries in other Kansas cities; it does, however,
constitute a subsidy to industry located at the Base.

The Base was divided into five "packages" to facilitate
the disposition:

1. The "airport package," including municiral airport
and supporting facilities.

2. The Area Vocational-Technical School in a five-
building complex.

3. The Kansas State Institute of Technology with
supporting facilities.

4. Medical or educational use of the Base Hospital and

Community facilities area.

5. Sites and buildings for industry.

In addition to these five packages, there are two other
important parts of the military facilities involved in the
closure--the Atlas ICBM silos and Schilling Manor housing
area. A discussion of the utilization of these properties
and facilities follows.

The Announcemekt cailed for the closure of the Atlas
missile sites which were positioned around the Salina area.
These twelve sites were completed in 1962 at a total cost of
$130 million. The Atlas System was phased-out with the bases.
There sites were originally to be sold after being dismantled,
however, demand for the sites was surprisingly slight. Never-
theless, the sites were dismantled and offered for sale. The
dismantling involved a minor offset to closure since about
100 construction workers were employed in the process. By
1967, however, disposition of only three sites was complete.
These were given to Kansas State University for education
and research programs.

The Base proper has been entirely under civilian control
since June 1967, with the exception of Schilling Manor which
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includes the Capehart housing units. The 735 Capehart
housing units which make up the major part of Schilling
Manor are located jLst off the Base. This area has been
of considcrable concern to those involved in the housing
section of the Salina economy. For the present this matter
has been disposed of to everyone's satisfaction. Essentially
these housing units became a sub-post to Fort Riley, an Army
post located 75 miles from Salina. As the 1st Infantry
Division was being shipped to Viet Nam and a new training
role was being assigned to Fort Riley, a different location
for the families of the soldiers had to be found. The usual
solution of having the dependents return to their homes was
not suitable for the dependents of this Division.

In S=-tember 1965, even before the Air Force personnel
had completely vacated the Capehart area, Army families began
"to arrive. By April 1966 the Army families occupied about
one-third of the units and by the beginning of 1967 the Manor
was nearly full (692 women and 3,500 children). Even though
there may be little positive economic impact due to the loca-
tion of the Army families, two positive effects are discern-
ible (1) by counting the hundreds of people in Schilling
Manor as residents (as had not been done in the past) the
decline in population of Salina was not quite as severe as
expected, and (2) a large number of dwelling units were
kept off the market at a critical time. Even if, at some

S* later time, the Army dependents leave, Salina will be better
able to cope with the additional housing supply than it was
in 1965.

Besides the re-use of the Base facilities, Salina has
attracted much new business and industry. The present
Schilling activities coupled with the new city businesses
have substituted a new, stable economy based on permanent,
commercial ventures for the more tenuous economic support
the Base had given to the community in previous years.

NON-BASE INDUSTRIAL AND COMMERCIAL EXPANSION IN SALINA

Much new construction and expansion occurred in Salina
during the period 1965-67. There was an increase in Euch
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activities after the Announcement of closure of Schilling
AFB but only after Salina oriented itself toward a new life
of industry. There has been a great influx of new industries
into the Salina area (exclusive of Base re-use industries).
A great deal of construction activity has been concentrated
in eight major industrial, expansions and the tax-supported
City additions.

MAJOR INDUSTRY

Westinghouse

This industry was particularly crucial to the Salina
recovery because it was the first large industry to locate
after the Announcement of closure of the Base. In September
1965 Westinghouse announced the selection of Salina as the
location for a large flourescent light tube plant. A 160-
acre site quite close to the AFB was chosen for the 400,000
square foot, $4 million plant. Construction began in April
1966; the plant was dedicated in October 1967. One year
after construction began, 25 employees began making test lamps.
In October 1967 employment was over 100 and increasing. Ad-
vertising for employees, production operators, machinists,
and maintenance mechanics began in early 1967 and continued
to year end.

The location of the Westinghouse plant was heralded as
a major accomplishment. It should be noted, however, that
because of the high degree of automation involved, the employ-
ment impact of this firm is not sufficient to have a significant
effect on the Salina labor market. Another peculiarity of
the Westinghouse location was the particular site chosen.
With a very large area potentially available on the Base--an
area that had all the essential public utilities--Westing-

* house selected a more isolated site that required the city
to bear two-thirds of the cost of extending public utilities.
This left attractive, improved Base facilities for other
industry.

Graves Truck Lines

Graves is a multi-million dollar industry servicing
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Kansas and the surrounding states. The new Salina facilities
include offices and extensive warehouses that were built at
a cost of $287,000. The warehouses have storage capacity
for oil as well as dry goods and can handle up to 92 trucks
at one time. Complete garage and servicing facilities are
available so that mechanical repairs can be handled by the
trucking line.

Wyatt Manufacturing Company

Wyatt has initiated construction of a plant with 101,000
square feet of working space and a gray iron foundry which
has 25,000 square feet. Costs of the additions will be
about $800,000. These facilities are part of one of Kansas'
oldest industries which is still a leading producer of farm
machinery.

Hercules Manufacturing Company

This is a new industry for Salina. Hercules planned its
rennovation and occupation of the old Wyatt plant to take
place in three phases; the last will be complete late in
1968 when all the available space will be utilized. At
peak production the plant will employ 15 workers in the
production of welders' chipping hammers.

Exline Inc.

An industrial chrome plating plant, Exline plans an
expansion of the working facilities which will triple the
present production space and double the working force. At
peak production some 100 persons will be employed.

Roberts Manufacturing Inc.

Construction is to be completed on its $500,000 plant
that will produce precision and commercial mounted ball-bear-
ings. Employment, now about 100, will double with the new
facility. -
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Appleguist-Logerbery Manufacturing, Inc.

Under the same ownership as Roberts Manufacturing
Company, a new plant was built in 1965 and provides 75,000
square feet of production space. As many as 55 employees
are needed at peak production of precision tools and machinery.

Hy-Way Asphalt Products

This firm, new in 1965, began manufacturing emulsified
asphalt as a road surfacing and maintenance material. By
mid-1966 it employed six staff members and five truck drivers.
Expansion has been steady since it opened.

CITY CONSTRUCTION ....

The optimism of Salina was characterized by the active
construction program undertaken by the city itself. There
are seven main projects which have been initiated since 1964.

City-County-School Board Center

A combined city-county-school board office building had
been planned before the Announcement. A local bond issue
and the first Salina Urban Renewal Program provided the
financial resources for the Center. Construction began in
April 1967 and will be completed in late 1969. This $2.4
million structure is the largest Salina has undertaken in
the period since 1960.

Police Building

A city police building, costing $457,000, was begun in
May 1966. This facility will house all police offices and
the jail.

Post Office

The Salina Post Office doubled its size in 1967 by
expanding into a building that had been occupied by a grocery

* store.
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Library

A new structure will house the Salina Municipal Library.
Construction should be completed by mid-1969. The building
will be valued at $565,000 and is located in the heart of
downtown Salina near the City-County-School Board Center.

High School

The bonds were approved for this $4.1 million facility
in the spring of 1968. The structure will provide a second
city high school and will be ready for occupancy by 1970.

Lakewood Park

A $140,000 park was purchased in 1967. The financing
was one-half from a local bond issue and one-half from the
Open Spaces program. This, coupled with the new construction,
was characteristic of the efforts to beautify Salina as well
as to help its economic condition.

Municipal Golf Course

A $260,000 golf course is being constructed by the con-
version of the former Salina airport. Funds are provided
jointly by the Federal Bureau of Outdoor Recreation, the
City of Salina, and the State of Kansas. The course should
be completed in 1968.

CONSTRUCTION BY PRIVATE SERVICE ORGANIZATIONS

Medical

Both St. John's and Asbury Hospitals have constructed -:

additions of major importance to their present facilities.
Both additions were finished by early 1968.

Educational

Kansas Wesleyan University sponsored much new construction.
Financed jointly by Federal funds and contributions, a new
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science building was constructed at a cost of $1.5 million.
The facility contains classroom and modern laboratory facilities.
A 200-man dormitory was completed in 1967.

PRIVATE CONSTRUCTION AND EXPANSSION

Kansas Power and Light Building

KP&L has purchased and razed four buildings on a down-
town site for a regional and divisional office. Construction
of a 36,000 square foot building is to begin in 1968. The
facility will provide office space and a small auditorium
which will seat 125 and will be available to civic groups
and clubs free of charge. In addition KP&L is planning the
expansion of their southwest substation at a cost of $150,000.

Statler Hilton Inn

Salina' s long-talked-about Convention Center-Community
Inn was completed in April 1968. It is hoped that the pro-
vision of adequate facilities will attract conventions from
the Salina trade area which had formerly been held in Wichita
or Topeka. F,ince 1962, 2,500 Salinans have invested cash
in the $3 million enterprise, some as little as $100 and some
as much as $10,000. By its grand opening date, the Statler
Hilton had been contacted concerning conventions to be held
as far in the future as late 1969. The facilities of the Inn
include 150 rooms equipped with color TV, a self-contained
restaurant, and a swimming pool.

Clubhouse for Salina Country Club

This $850,000 luxury facility will include swimming
pool, snack bar, steam room and lockers, and 3auna bath. In
addition modern restaurant facilities will be available.
Construction should be completed and the facilities in full
use by mid-1968.

The previous discussion of construction and expansion
which has been done during the post-Base-closure years has
not included the small businesses which have opened during
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this period. These new businesses have been many and varied.
Many have been located downtown. In addition, a number of
new restaurants, motels, and service stations have located
close to the new Interstate highways. The results of this
building and expansion are also indicative of Salina's
successful battle to recover its strength after closure of
the military Base.

BASE UTILIZATION

NON-COMMERCIAL PUBLIC USES OF BASE FACILITIES

Salina Area Vocational-Technical School

The preliminary steps for this school were completed
before the closure Announcement; a $750,000 bond issue had
been passed to finance its construction. Instead of this
construction, the school occupied the Base facilities and
the bond issue was saved. In fact the Vo-Tech School was
the first occupant of the Base facilities--September 15,
1965. The early enrollment was 119 high school students,
72 post-high school students, and 68 evening students; the
staff numbered 14. A wide range of vocational and technical
courses was offered to the 1967 enrollment of 188 post-high
school fvll-time students and 138 juniors and seniors from
ten area high schools. In 1966 there were 15 graduates and
in 1967, there were 72. The financing of the school utilizes
Federal, stLte and local tax funds as well as tuition and
other receipts.

Kansas Highway Patrol Training Center

The Kansas Highway Patrol leased one building and ad-
joining facilities for a training center. The building
contains dormitory, classroom, and firing range and is leased
from the city. A ten-week course for new members of the
State Police is offered. In December 1966 the first class
of 40 was graduated.

Kansas Vocational Rehabilitation Center

The Base hospital was one of the prime facilities made
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available by the Base closure. The $3 million building
constructed in 1958 was one of the few permanent structures
on the Base. In total thr Center has title to 12 buildings
located on 43.2 acres. The value of the package was esti-
mated to be $3,768,000 including some equipment which was
declared surplus by the Air Force. The center cpened in
October 1966 with a staff of 28. In mid-1967 the staff
numbered 35. In addition to an outpatient service the
Center serves 60 resident clients.

Kansas State Institute of Technology (Formerly Schilling
Institute)

This institute offers a two-year course of study in
various technical fields and ranks between the vocational-
technical schools and the engineering schools of the State
universities. There is a physical capacity for 2,500
students; enrollment, however, has not been in line with
capacity nor with expectations. The Institute opened with
only 89 students in 1966. Since then the enrollment has
doubled but still is much below what had been anticipated
when the Institute was begun.

The Institute has title to 68 buildings of which no
more than one-third are occupied. The value of the buildings
and the accompanying 185.09-acre campus has been set at
$2,149,000. The future of this Institute is in some doubt.
Of all the public acquisitions on the Base this is the one
that is in most difficulty and is most unstable.

BASE AIRPORT INDUSTRIAL PACKAGE

Airport Authority

The Airport Authority wag created as a special unit of
government to secure the facilities of the Base. Its pri-
mary mission is the maintenance and operation of a cowm.nnity
airport. Since landing fees and other incidental revenues werf
not sufficient to support the airport, the Airport Authority
was given additional facilities that would produce enough
rental income to provide for the operation and maintenance of
the airport. The facilities cannnt be sold or removed without

AL
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FAA approval, and the revenue must be used, first of all,
to support the airport. The transfer of the airport facili-
ties required FAA approval; this was obtained in February
1966. The operation of the control tower and instrument
landing equipment became a matter of concern. As an interim
solution the County agreed to pay the cost of operation-- " .
$72,000 per year--and the FAA agreed to pay the cost when
traffic at the airport justified the expenditure. -

Two parcels were purchased by the Airport Authority.
The first was the so-called Industrial Package--l,600 acres
and about 40 buildings costing $690,000. Included in this
purchase were 650 acres of the water storage reservoir,
the gas and electricity distribution system, fuel storage
facilities, an ordinance area, and five housing units. The
gas and electric facilities were leased to Kansas Power and
Light, the public utility corporaticn. The GSA set this
price which reflects an investment of $2,139,000 in buildings
and utilities and $16.9,000 in land. The other small purchase
involved $39,000 for about 60 acres including a liquid oxygen
plant and radio receiver. A bond issue provided the funds
for the purchases. The free-of-charge transfer amounted to
1,927 acres.

The airport Authority thus came to own more than 3,600
acres and more than 200 structures. Included were the follow-
ing: fire station; airport with control tower and instrument
landing system; gas, electric, and water systems; and sewage
disposal facilities.

Airport

The municipal airport was moved to the closed AFB in
July 1966. Central Airlines and West-Central Airlines moved -

their passenger and freight terminal to the Base. The airport
operator also engages in airplane sales and service and
operates a flight school. Trans World Airlines uses the air-
port for takeoff and landing traini.ng for its pilots.

INDUSTRIAL USE OF BASE FACILITIES

At year-end 1967, 37 businesses had located at the Base,
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leasing their facilities from the Airport Authority. Some
are relocations of firms that previously existed in Salina;
some are expansions or relocations of firms previously
located elsewhere; and some are new firms. Their operations
range from storage to one-person officea to major manufactur- -

ing plants. In early January 1968, these 37 firms employed
more than 1,200 persons--more than enough to compensate for
the number of civilian jobs displaced by the Schilling
closure. Because of the number of firms involved, only
selected businesses are briefly discussed below.

Beech Aircraft Corporation

Beech announced its decision to locate at the Base in
February 1966 and began operation in April. By June employ-
ment was 150; at year-end it was approaching 600; and by
mid-]967 had stabilized at about 725. The operation began
as a modification facility for a large aircraft. Activity
has switched to include (1) the complete wing assembly for
all aircraft manufactured in Wichita, (2) both propeller
and rocket powered target missiles for the Army and Navy,
and (3) bomb dispensers and containers. An announcement in
November 1967 added a maintenance service program for a
large Beech airliner and an additional contract, from the
Army, will yield enough jobs to bring employment to over
1,000.

Craddock Uniforms, Inc.

This is an old concern which produces band uniforms that
moved its operation from Kansas City, Missouri. Production
began on a limited basis in June 1966 with about 50 employees.
Employment rose gradually to total about 100 by the end of
1967. Management, bales and financial difficulties have
plagued this concern since its location in Salina. At year-
end 1967 its future looked uncertain. Financial aid was
extended Craddock by the Small Business Administration assisted
by local and State development corporations. (In the spring
of 1968 Craddock's operations were taken over by another
firm producing unifcrms--Fruhauf Uniform Co. This transfer
may make the future of the industry more secure.)I~- 88 -
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Creative Art Products

This firm moved to the Base from a prior location in
Salina. Its operation is a warehouse and assembly for lamps
and lighting fixtures.

Custom Metals, Inc.

An offshoot of a McPherson, Kansas firm which manufactures
components for mobile homes, Custom Metals began with six
employees and employed fifteen by mid-1967.

Funk Aircraft

This fiun relocated from Broken Arrow, Oklahoma. It.-,
product is agricultural spraying and dusting airplanes. Be-
tween one and two planes are produced per month.

Scientific Engineering

A new firm, Scientific Engineering manufactures furnace
humidifiers and operates a job machine shop. The Schilling
facilities are its first real home and it opened there with
its first real contract--a DOD contract.

Tony's Inc.

Tony's uses a cold storage facility in its manufacture
of frozen pizzas. This firm is rather large--$50,000 in
equipment and an output of 1,000 pizzas per day. Tony's is
due to begin another expansion program in the summer of 1968.
This will be a $125,000 addition and will expand into another
Base building. Eventual plans include completely relocating
the Tony's Inc. facilities at the former Base.

SUMMARY OF ACTIVITY

Shortly after the Announcement of closure of the Base, I
the results of the reduction of the Base personnel began to
become apparent. A few months after the Announcement, mili-
tary personnel and dependents were leaving the city. Many
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houses stood vacant in Salina. Consequently, the use of
public service utilities such as gas, electricity, water,
and tt.ephones began decreasing; this trend was reversed
only after new industry ente.red the city several months
later.

Employment showed a decrease as business demands were
lessened and as employees who w-re associated with the
military were transferred. Total employment rose above
the pre-Announcement level in III-67. Recovery to.the
pre-Announcement level might be dated from that quarter.
It must be remembered, however, tha pre-Anrouncement period
was characterized by declining employment. Therefore, if
that same rate is projected, the recovery data might be set
somewhat earlier (possibly as early as 111-66). The total
employment growth occurred in spite of a persistent decline
in agricultural jobs.

The Base facilities have been completely converted to
civilian control with the exception of Schilling Manor
which has been retained by the military for the "waiting
wives" project. This conversion was accomplished by June
1967. Besides the industries and organizations that have
utilized the Base facilities, the many industries and
businesses that have located in Salina have given the
economy a boost that promises to keep the economic activity

* of Salina following an upward trend.

Before becoming overly optimistic about the transfer
to civilian re-use, one should remember that two firms which
have located on the Base, Beechcraft and Scientific Engineer-
ing, have Defense Department contracts largely responsible
for their existence in Salina. While there is no evidence
that DOD specifically p-laced these contracts to offset the
closure of Schilling, the consequences of these contracts
have been quite significant. For instance, it should be
noted that Beechcraft is the largest single employer which
has located in Salina since th•i closure Announcement. Thus,
while the direct connection with the AFB no longer exists,
the indirect connection, through DOD contracts with Saulna
firms, still ties a significant portion of Salina's economy
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to Defense activity--the war in Viet Nam.

Conclusions

The closing of Schilling AFi was probably a positive
event for Salina in that the shock of the Announcement and
the rapidity of the closure forced Salinans out of their
complacent routines and into serious attempts to attract
permanent industries. The relative ease with which Schilling
was transiferred from military to civilian hands reflects the
cooperation between Salinans and DOD officials.

The tragedy that the closure was originally believed to
portend has been anything but tragic. Nevertheless, a great
deal of coordination was required to make such a transi-
tion smoothly. More important, any city which is given,
almost free, facilities with the potential and value of
the Schilling Base must accept the responsibility of de-
ciding on how these facilities are to be utilized. While
tax paying private industry might be the preferred replacement
the most important objective adopted in Salina for the com-
munity offset activity was any re-use to attract payrolls
and citizens to replace those who were removed by the Base
closure. Thus the community leaders encouraged both public
and private replacement activity. Although organizing
the effort seemed a trial and error plan at first, the
eventual definitions of re-use goals simplified the ef-
forts involved in the transfer.

Salina has proved that a community need not be irre-
vocably dependent on the activities and payrolls associated
with a large defense installation. Private industry can be
attracted if a town is willing to accommodate it and, tf
necessary, to offer inducements such as tax concessions--
the detail- of which is itself a separate story. Former
civilian employees at the Base and business owners with close
ties to Base activity may be temporarily displaced, but with
a concerted community effort, their activities can be re-
integrated into the civilian economy. In Salina's case the
people attracted by the new businesses and the new schools
has been great enough to largely compensate for the loss of
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the Base even for those businesses most directly injured
by the closure.

A point which must be emphasized, however, is that al-
though Salina has largely recovered from the Base closure,
a major part of the replacement spending still comes from
the DOD--indirectly, but certainly. Similarly, while the
waiting wives helped avert a housing crisis in 1965, their
impact must be viewed as temporary. Again,to some extei-t
Salina is depending on Defense money. In essence, this
amounts to phasing out one DOD activity and replacing it
with others.

Besides the indirect DOD spending in- Salina, mach
replacement has been State and local tax-supported institu-
tions. As far as being spendable, government funds are as
good 3 private enterprise payrolls. One must keep in mind
that government projects are not self-regenerating. A city
building is built once, and contract construction benefits.
A missile site is built once, employs hundreds of construc-
tion workers, is completed, and the workers, with their
attendant spending (and construction workers spend much
more "locally" than do military people), move on. In other
words, government spending often comes in a package too
large to be easily assimilated. Something has to boom
temporarily, and when the money is gone, the former boom
industries must retrench.

Unless some replacement of a permanent nature begins to
move in while increased government spending of a different
form than that spending related to the base is softening
the immediate impact, a delayed reaction may set in. This,
in some measure, is what has happened to Salina. Much per-
manent replacement spending was acquired; however, much of
the immediate impact was softened but not fully offset by
government spending. Contract construction has still not
recovered completely from the phase-out upon completion of
the missile sites.

Although Salina could probably not hope to continue
growing as it did in 1965-67 (industries such as Beechcraft
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and Westinghouse are not obtainable, anr neither are appropria-
tions for new State schools available), the late 1967
stabilizing has left some Salinans wondering whether their
"stabilization" may not be a forerunner of "stagnation." Not
all has been rosy in Salina. While muc1 new business has
entered the economy, some businesses ha4e closed. It seems
unlikely that Salina suffered a serious economic decline;
it has much in its favor e.g. excellent airport facilities,
easy accessibility by major highways, good rail connections,
and much new public and private enterprise.

There are several conclusions which' can be drawn from
the study of this specific closure.

1. The rapid pattern of closure ofi the Base
facilities seemed to be a posit~ive factor in
the City's recovery.

2. The closure Announcement came suddenly. The
ensuing fanfare, excitement and panic seemed
to unite the populace in recovery efforts.

3. The housing sector was a big problem area.

4. Important efforts to offset the economic impact
of the Base closure included efforts toward
obtaining-new types of economic activity
throughout the City. Non-Base industrial
activity constituted a large part of Salina's
offsetting activity.

5. Activity in both the private and public sectors
acted as effective means to buoy the economy--
especially during the months immediately after
the closure Announcement.

6. Defense oriented activities provided significant
offsetting activity. (The situation should be
viewed with some reservations as the loss of
these activities in the event of decreased Defense
activity might lead to a second crises for the
city.)

93-
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Finally, Salina has recovered from the impact of the
Base closure. The City shows signs of optimism for con-
tinued growth. WI V-.ther Salina will rest now or continue
to grow at the 196 -67 pace no longer depends upon the
operations of the DO. or governmental endowments. The
City's ability to su..vive and grow now depends upon its
ability to compete. Any failure of Salina to progress
cannot now be attributed to the Schilling Closure.

I
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Introduction

On November 19, 1964, the Defense Department announced
Dow Air Force Base, Bangor, Maine would be closed June 30,
1968.

Dow Air Force Base is one of the largest single influ-
ences in the Bangor area and its loss will have many effects.
The Bangor public school system estimates a loss of 1,400
students. Religious organizations and civic groups will
lose members. Local merchants can expect a loss of busi-
ness from both the Base itself and from military personnel
and their dependents.

The purpose of this paper is to measure and evaluate
the impact ot the closing of Dow Air Force Base on the
economy of the Bangor area. The Base has also brought social
benefits to the community; but these are difficult to
measure, so no attempt is made in this paper to investiga'
other than economic effects.

Data were collected for many Ba.qor business indicators
on a quarterly basis from 1960 through 1967.1 Data were
obtained from Dow Air Force Base on payroll, total expendi-
tures, and local expenditures, number of personnel, number
of military dependents and housing status of the military

1. The Bangor area is not a Standard Metropolitan Statis-
tical Area; consequently the reader must bear with various
inconsistencies in the data and no clear, consistent, and
complete picture is ever available.

The Bangor Labor Market Area as defined by the Maine
Employment Security Commission (MESC) is the primary geo-
graphic area used for analysis in this report; the Greater
Bangor Area includes Bangor, Brewer, Old Town, Orono, and
the smaller towns with a 2C mile radius (Eddington, Glen-
burn, Hampden, Hermon, Holden, Orrington, and Veazie).

- 97 -



'CC ACDA/E-90

personnel. The number of personnel at the Base declined
somewhat after the Announcement but it was April 1968 before
most of the personnel left, when the SAC wing was moved, .and
the Base was available for civilian use July 1968. Very
.little data about the impact of the closing are available
at the time of writing.

The first section of this paper describes the Bangor
economy and includes an identification and discussion of the
major sources of export income. The second part discusses
trends in the Bangor economy from 1960 to November 1964, the
date of the closing Announcement. The third section dis-
cusses trends in the Bangor economy from the Announcement date
to Jainuary 1, 1968 including the effects of (a) the Announcement

Unfortunately estimates of unemployment and components of
total work force are unavailable for this area until 1964
(with the exception of the census period of April 1960).

There are consistent data available for Penobscot
County which includes the Bangcr Labor Market Area. Pe!n-
obscot County is quite large extending 100 mile3 north of
Bangor and includes one major community, Millinocket, 85
miles from Bangor and therefore outside normal commuting
range. However the Bangor Labor Market Area makes up 65
per cent of total employment in Penobscott County and there-
fore for many purposes data from Penobscot County can be
used as indicators of the Bangor area.

The Census of Maine Manufacturers, published by the
State's Department of Labor and Industry, presents data
for the city of Bangor and for the Bangor economic af:.ea
which is slightly larger than the Bangor Labor Market
Area as defined by MESC. The Federal Census of Business
presents data only for the major municipalities, that is
Bangor, Brewer, Old Town and Orono and therefore excludes
information for the smaller communities in the Bangor area.
Retail sales, from the State Department of Taxation, are
reported for the Bangor-Brewer area.
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on the Bangor economy and (b) the decline in the size of
the Base. The findl section discusses the development
efforts that arose because cf the closing Announcement,
some comment: on the probable impact, and the usefulness
of the efforts.

The Bangor Area Economy

The city of Bangor, where Dow Air Force Base is located,
is economically integrated with the surrounding small com-
munities. The integrated community, designated the Greater
Bangor Area, includes the following major communities:
Bangor, the largest city and the area's trading center;
Brewer, a residential community; Orono, the home of the
University of Maine; and Old Town, the area's manufacturing
center. In 1960, Bangor had a population of 38,912 and the
Greater Bangor Area had a population of 78,549. These
figures included approximately 5,000 military and 7,000
dependents or a total of 12,0n0 persons there because of the
Air Base. Total population in the four communities increased
20 per cent during 1950-60, a rate of growth about the same
as the national average. Most of the growth, especially in
Bangor and Brewer, can be attributed to the build-up at Dow
Air Force Base.

The low rate of population growth may reflect a lack of
in-migration to the area and the general out-migration -

from the State. Bangor's remote geographical location may
have deterred industry from moving to the area. Transporta-
tion facilities have improved, and this barrier may have
been overcome. Northeast Airlines serves the area with four
to six flights daily between Boston and Bangor (depending
upon the season). Private and business planes use Old Town
Airport, giving businessmen access to plants scattered
throughout the northern regions of Maine. The Bangor and
Aroostook Railroad and the Maine Central Railroad supply
the Greater Bangor Area as well as Northern Maine with an
extensive railroad network for freight transportation
including a direct connection with the excellent all-
weather seaport at Searsport. Since the completion of
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Interstate 95 from Bangor to Boston truck and automobile
travel has improved.

During 1966 and 1967 employment in the Bangor Labor
Market, on the ,nnual average, ran close to 29,000. In 1967
sixty-eight per cent cf the employment was in non-manufactur-
ing and thirty-five per cent of non-manufacturing employment
was in retail and wholesale trade. Within the manufacturing
sector, which employs 22 per cent of the employed labor
force, 40 per cent was employed by ti-9 leather and leather
products industry. The paper industry, which has been employ-
ing a declining portion of the labor force in recent years,
employed 22 per cent.

During the two years prior to the closing the unem-
ployment rate remained low; an average 3.6 per cent during
1966 and 1.7 per cent during 1967. The closing of the
Eastern Fine Paper and Pulp Mill in Brewer at the same
time as the closing of Dow did increase the unemployed
pool by 500-600 persons. The presence of an unemployed
supply of skilled labor may help to attract a new firm to
the community.

A recent extensive economic base study, utilizing input-
output tables, described and analyzed tl'e structure of the
Bangor economy in 1963.1

The study identified the prime movers--the major sources
of "export" income 2 -- of the Bargor area economy in 1963 as
higher education, paper, leather and textile manufacturing,
wholesale and retail trade, and Dow Air Force Base, Table 1

1. David H. Clark and John D. Coupe, The Bangor Area
Economy Its Present and Future, A Report to the City of
Bangor (Orono, Maine: University of Maine, March 1967).

2. The "prime movers" are those industries which sell
goods and services outside the area, and therefore, bring
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shows total transactions in 1963 for the Greater Bangor
Area, and the per cent which were export, local and to
Dow APB.

Higher education is the single most important export
industry in tle Bangor area as well as being the major
growth industly. The five institutions are the University
of Maine in Oono, Husson College, the Bangor Theological
Seminary, the Northern Conservatory of Music, and the East-
ern Maine Vocational Technical Institute which opened in
the fall of 19,66 in Bangor. Combined student population
is projected Io reach over 10,500 by 1970 and combined
employment is projected to be between 4,500 and 5,000
in 1970.

Paper, leather and leather products are the most impor-
tant manufactu~ing industries with paper having the largest
local impact. In 1963 the paper industry consisted of three
firms in the Bangor Labor Market all producing for a naticral
market; employment was close to 1,400. One firm producing
pulp, fine writing and printiig paper and bleached sulfite
pulp, closed early in 1968 with total layoffs of about 750.
The national market for pulp and paper is depressed, pressuring

dollars into the area. There are other important sectors
of the economy which are, in a sense, purely local, because
for the most part they do not bring money in from outside.
They are important, but their economic health depends upon
the condition of the prxime movers. Major improvements in
the whole economy will happen when there is improvement in
one or more of the prime wovers, or when there is an addi-
tional prime mover (a "new industry") added. Any change in
sales or employment in any of the prime mover industries
will have an effect on the rest of the economy. The effect
will vary, depending on which prime mover is involved, because
of the differcnces in the characteristics of each, in terms .
o'f employment, payroll, and amounts of local purchases. These
industries serve as a foundation for the economy and as a
focal point for economic growth.
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marginal firms to drop out of the market. This has made
the outlook rather dim for the reopening cf the mill; at
the time of writing a local development corporation has
been formed to purchase and operate the mill. The second
firm produces bleached sulfite pulp. The third firm pro-
duces both pulp and paper products. In Penobscot County
there are sevez, firms in the paper industry. They employed
about 4,100 in 1963 and paid over 428 million in wages or
over 26.4 per cent of total wages paid in the County to
private covered employment.

The leather industry consists of about nine firms irn
the Bangor Labor Marhet which employed about 2,580 (1967).
If the area is expanded to include all of Penobscot County,
the n=u.ber of firms in the leather industry grows to 15.
Employment for the County in 1.963 was close to 3,100 and
wayes paid were $12.6 million or 11.7 per cent of the total
wages paid in th3 County to private covered employment.

The textile industry is a third major export manufactur-
ing industry. Three large firms employ 720. One firm produces
woolen cloth, another knitted sweaters, and the third repro-
cessed wool which is shipped to other Maine firms for further
processing. In the expanded area includiny all of Penobscot
Courny there are ten firms in the textile industry which
employAd 1,500 and paid over $5 million in wages in 1963 or
5 per cent of wages paid to private covered employees in the
county.

Wholesale, retail and service firms are important sources
of export income for the Bangor area since they sell a great
deal to other than local markets. In addition to serving the
Greater Bangor Area as a trading center, Bangor attracts
customers from northern Maine and parts of Canada--iqew Bruns-
wick, Quebec and Nova Scotia. The Bangor newspaper serves
the expanded area publishing seven different editions for
several local areas. Hospitals in Bangor serve the county
as well as the Greater Bangor Area.

There was one major addition to the economic base of the
Bangor area since 1963--the Sylvania plant. This wholly
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export firm plans expansion from the present 480 employees
to 1,500 in the 1970's.

DOW AIR FORCE BASE IN THE ECONOMY

The other major source of export funds to the Bangor
economy has been Dow Air Force Base. Estimates of total
spending in the different sectors of the Bangor economy by
military and civilian personnel and by the Base itself in
1963 are shown in Table 2. These estimates were computed
from the total outlays for Dow AFB in fiscal 1964 and esti-
mated expenditures by military personnel and their families
based upon a study of spending patterns at Pease Air Force
Base, another SAC base in Portsmouth, New Hampshire. Close
to $7.8 million was spent in fiscal 1964 in the Greater
Bangor Area with housing, transportation and food ranking
highest. The amount spent in the Greater Bangor Area cqualed
42 per cent of the total military personnel spending.

The direct expenditures in each sector of the Bangor
economy by the Base and its military and civilian personnel
are shown in the first column of Table 2. Using input-output
tables a calculation was made of the total effect of the Base
after all indirect effects are worked through. The results
in terms of sales and employment are shown in columns 2 and 3
of Table 2. The employment multiplier for the Base was 1.37,
i.e. for every hundred civilian and military positions on
the Base there were 37 jobs in the Greater Bangor Area. In
contrast the employment multipliers for the other major export
industries were as follows: paper, 1.86; leather 1.33;
higher education, 1.47; wholesale and retail trade, 2.10.

In 1963 Dow accounted for about $8.9 million in personal
income to the citizens of the Bangor area or about 7 per cent
of total personal income. Dow also accounted for about

1. Lawrence E. Laben, Economic Impact of a Defense
Installation Upon the Surrounding Communities, 1959.
(Unpublished Master's Thesis, MIT, 1961).
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TABLE 2

"BEST" ESTIMATE OF DOW AIR FORCE BASE EXPENDITURES AND
THEIR IMPACT, GREATER BANGOR AREA, FISCAL YEAR 1964

Estimated Total Employment
Direct Spending impact1

Spending (both direct (both direct
by DAFB & & indirect) & indirect)
Personnel

Contract Construction 462,000 654,400 42
Food & Kindred 1,052,000 1,562,200 74
Lumber -I 1,500 --

Printing 71,000 386,500 29

Other Manufacturers 70,000 114,700 7
Transportation &
Public Utilities 2,454,000 3,644,000 446
Wholesale 2,119,000 5,210,300 78
Retail 5,623,000 9,875,800 379
Higher Education 59,000 179,200 25
Hospitals 100,000 297,800 63

Services & Insurance 2,772,000 4,687,800 422
Local Government 603,000 1,518,700 261
Other Local -- 555,500 48
Local Household -- 8,918,800 --

Total 1,874

1. Assuming a direct relationship bei-ween sales and employ-
ment.

•: Source: Clark and Coupe, The Bangor Area Economy Its Present

and Future, p. 16
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1,500 to 1,900 jobs in the civilian economy, or about 5.5
per cent of total employment. At the same time, the Base
contributed about 1,000 full-time workers to the labor
force (working wives and moonlighting) which meant that
the closing of Dow should have a net employment loss of 500
to 900 jobs, a little over 2 per cent of the labor force.
On the basis of these figures the Economic Base Study pre-
dicted that "the main impact of the closing in 1968 will be
felt by: food manufacturing, in particular dairy and bakery
companies who have sold many fresh foods: to Dow Field; trans-
portation and utilities; and wholesale, retail, service, and
finance establishments that sold a great deal to the Base or
to individuals stationed at Dow. Local government impact will
be the loss of funds for local schools and to some extent
property taxes from military and civilian personnel who live
in the city".l

"The general result is this: overall personal income
in the area will fall an estimated $8.9 million or 7 per
cent, as the result of the closing of Dow Field and unemploy-
ment would rise by about 2 per cent. There will be a signifi-
cant impact on parts of the economy as particular firms will
be hurt and many people will experience serious transfer
problems. The lower level of income could affect local invest-
ment but, as we suggest elsewhere, this may be largely offset
by growth in oLher parts of the economy. Overall it does not
appear that the income or employment impact of the closing
of Dow will be so large that it cannot be offset by reason-
able growth in the rest of the economy".2

SUMMARY

To summarize this cross sectional view the Bangor economy
is quite diversified when the size of the community is taken

1. Clark and Coupe, op. cit., pp. 15-16.

2. Ibid., p. 16.
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into consideration. The economy is dependent not on any
one single industry but upon several. Part of the economy
directly depends upon the condition of the national economy:
leather, textiles, and to some extent paper, are industries
highly responsive to national changes and one of these, paper,
currently is in a slump. The Bangor economy also reacts to
changes in the Maine economy particularly in northern and
eastern Maine because of Bangor's status as a major trading

• center. The major growth industry is higher education. The
final factor is the economic iadependence of most firms in
the Bangor area. Apart from labor and necessary supplies
and utilities most firms buy little that is produced locally.
Direct effects of changes can be quite important, but the
indirect impact of changes on the rest of the economy is
relatively small.

DOW FIELD ACTIVITY 1960-1967

Most o-" the expansion in the total number of personnel
at Dow Air Force Base had taken place prior to 1960 and the
peak was reached in 1961. There was a decline of about 11
per cent between 1961 and 1962; a 4.4 per cent increase during
1962 and 1963 and a 15.4 per cent decrease between 1963 and
1964. During the year immediately following the closing
Announcement the number of personnel sharply declined by 30
per cent. The 1966 figure remained the same as 1965 and the
total number of military increased in 1967. The SAC wing
left Bangor on April 25, 1968. A small contingent remained
to close the Base.

Table 3 contains selected outlays and expenditures of
Dow Air Force Base. Although the number of personnel de-
creased by more than 30 per cent after 1964, payroll renained

about constant. The only expenditure with any substar;:ial
decline was real property maintenance, about half of which
is spent in the local area.

Economic Trends for 1960-64

There was some economic growth in the Greater Bangor
Area between 1960-64 and a significant improvement in the
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level of economic activity, but the changes bore little
relationship to changes at the Base. Unemployment stood at
6.4 per cent in April 1960 and 4.9 per cent in September
1960, a year when manpower at the Base was about at its peak.
The unemployment rate improved to 4.5 per cent in April 1964
and 3.4 per cent average for all of 1964,1 although the Base
declined in size from 5,300 in 1960 and 5,600 in 1961 to
4,400 in 1964.

EMPLOYMENT TRENDS

Between 1960 and 1964 total employment in the Greater
Bangor Area increased from about 23,800 to 25,000. (See
Table 4). One fourth of the increase represented a decrease
in unemployment and the rest additional workers. Manufactur-
ing increased by 100 workers, and government employment by
1,150. Within manufacturing, leather and leather products
increased 620 while paper and allied products declined 150.

Overall employmennt and unemployment figures are not
available for 1961, 1962 or 1963. Other indicators, such
as covered employment and taxable sales, show that the im-
provement from 1960 to 1964 did not come from a steady growth
in business activity. There was a significant downturn during
this period and 1-63 appears to have been the trough in busi-
ness activity. Private covered employment in the Bangor
Labor Market hit a low of 14,573 in 1-63. Private covered
employment for Penobscot County hit a low of 22,082 at the
same time. Penobscot County wages for private covered employ-
ment did not follow this pattern exactly. Stagnation character-
ized wages during 1960, 1961, and 1962. In late 1962 and early
1963, an upward trend appeared. By 1964 wages had risen to
$115.6 million, an increase of $11.2 million from 1960.

Manufacturing employment for the Bangor-Old Town area

S4.

1. Unless otherwise indicated 1960 figures refer to
U.S. Census of Population figures for the first week in April
1960. The 1964 figures are those published by Maine Employ-
ment Security Commission, "Work Force Components by Month and
Annual Average, 1964."
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fell from a total of 5,544 in 1960 to 5,419 in 1961 but then
began a slow rise passing the 1960 figure in 1963 and reach-
ing 5,800 in 1964. Total wages paid in manufacturing rose
from $21.4 million in 1960 to $26.1 million in 1964, a 21
per cent increase resulting from a 16 per cent increase in
the average gross wage in manufacturing and the 5 per cent
overall increase in total employment.

Within the manufacturing sector, the paper industry
showed a relatively small but steady decline in employment.
Production increased, but productivity rose more, so employ-
ment declined. The textile industry' showed a highly fluctu-
ating level of employment throughout this five year period
with a net increase of 80 workers.

The largest change, an increase, took place'in the
leather industry where employment rose from 1,842 in 1960
to 2,352 in 1964. Judging from wage and employment measure-
ments for Penobscot County, leather is a growth industry.
Between 1960 and 1964 leather expanded its wage share from
7-8 per cent of County total to 11½-12h per cent and expanded
employment from 9-10 per cent of total to close to 14 per
cent. The food and kindred products sector of manufacturing
showed considerable fluctuaation through this five year period.
Employment was about the same in 1ý64 as it was in 1960.

TAXABLE SALES

Taxable sales in the Bangor-Brewer economic area grew
slowly between 1960 and 1964 from an annual average of $72.5
million in 1960 to $80.8 million in 1964, a growth of 11.4
per cent. The annual growth rates show the unsteady trend:
1960-61, 1.0 per cent; 1961-62, 3.1 per cent; 1962-63, -0.6
per cent; and 1963-64, 7.7 per cent. Two major components
of taxable sales showed substantial increases between 1960

1. Source of individual figures for manufacturing is from
the Department of Labor and Industry, Census of Maine Manu-

I facturing.
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and 1964. Motor vehicle dealers increased sales from $12.7
million in 1960 to $15.0 million in 1964, a growth of 18.1
per cent. Annual growth rates for this period for motor
vehicle sales were as follows: 1960-61, -6.8 per cent; 1961-
62, 5.7 per cent; 1962-63, 10.8 per cent; 1963-64, 7.9 per
cent. Department store sales increased from $14.5 million
in 1960 to $19.6 million in 1964, a growth of 35.1 per cent.
Annual growth rates were: 1960-61, 14.0 per cent; 1961-62,
14.4 per cent; 1962-63, -8.6 per cent; 1963-64, 13.0 per
cent.

REAL ESTATE MARKET

Property values declined between 1960 and 1964, after
Capehart units at Dow AFB were opened in 1960 and 1963. The
buildup of Dow had caused severe housing shortages with rising
prices in the late 1950's. In general, property values de-
clined from 1960 to 1964 for houses worth $10,000 or more.
Property of lower priced and commercial property generally
increased in price. A State field audit report of Bangor
property value dated March 10, 1966, said the market on
multi-dwelling apartment houses in Bangor was showing signs
of definite softness. Bangor assessors and the local FHA
people agreed with this judgment. The new Capehart project
that was available for occupancy in late 1963 might have
affected the new market for multi-dwelling apartment houses
since many service families would probably have rented
apartments rather than buy or rent single houses.

SUMMARY

To summarize, the trend of the Bangor economy at the time
of the Announcement that Dow Air Force Base would close was
one of rising employment and lowering unemployment caused
primarily by rising employment in leather and in government.
These changes had offset any effect of the leveling off and
decline at Dow AFB. At the time of the Announcement unemploy-
ment had fallen to an estimated 3.4 per cent of the workforce.
The decline in paper mill employment had leveled off and
showed a slight increase in 1964 and the shoe industry continued
to expand as employment increased almost 400 during 1964.
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Economic Trends Since 1964

After the Announcement that Dow Air Force Base would
be deactivated military manpower was reduced. Betweven 1964
and 1966 there was a net loss of 1,363. There are no signs
that the Announcement or the reduction in military manpower
had had any effect on the local economy.

TAXABLE SALES

Taxable sales in the Bangor-Brewer economic area have
continued to grow. Taxable sales grew 11.4 per cent between
1964 and 1965, 9.7 per cent between 1965 and 1966 and 11.4
per cei.t between 1966 and 1967. There is no evidence of a
"relationship between taxable sales and the loss of manpower
at the Base. One could argue that sales would have risen
fastev if Dow Air Force Base had not been reduced, but retail
sales in Bangor-Brewer as a proportion of State c.etail sales
had not changed during this period.

There are three reasons why retail sales are insensitive
to changes in manpower at Dow Air Force Base.

(1) Although Dow Air Force Base was large (12,000)
relative to Bangor's total population (39,000)
the trading area of Bangor is much larger, per-
haps as large as 150,000. Therefore total re-
tail sales in the Bangor area which could be
attributed to the Base were about 5 per cent in
1963.

(2) While manpower at the Base declined military
wage payments did not--total outlays remained
constant. Consequently military spending in
absolute terms may have remained about constant.

(3) Bangor area employment in the rFime movers which
are independent of the Base (textile, leather,
paper and government) remained constant between
1964-67 as shown in Table 4. Wage and employ-
ment data for Penobscot County show an overall
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growth pattern for the prime movers during
this Period.

EMPLOYMENT TRENDS

In terms of employment and wages, the textile industry
showed very strong growth. Employment expanded 8.2 per
cent between 1964 and 1965 and 8.1 per cent between 1965 and
1966. Wages grew at a much higher rate: 1964-65, 15.7 per
cent and 1965-66, 13.3 per cent. Leather followed its pre-
vious growth pattern. Employment grew 10.4 per cent between
1964 and 1965 and 4.0 per cent between 1965 and 1966. Again
wages showed a stronger rise: 1964-65, 15.5 per cent and
1965-66, 8.9 per cent.

The paper industry declined in overall employ-arc but'
wages increased slightly. Employment grew 1.4 per cent
between 1964 and 1965 but dropped 2.2 per cent between 1s65
and 1966. Wages in the paper industry expanded 3.0 per cent
between 1964 and 1965 and 0.5 per cent between 1965 and 1966.
Wholesale and retail trade, both of which are connected with
Dow, showed growth since 1964 although the growth in whole-
sale trade was weak. Employment grew 1.5 per cent between
1964 and 1965 but contracted 1.3 per cent from 1965 and 1966,
resulting in no real change in the employment level between
1964 and 1966. Wages paid did expand by 6.1 per cent between
1964 and 1965 and 4.2 per cent between 1965 and 1966. Retail
trade made greater advances. Employment grew 3.2 per cent
between 1964 and 1965 and 5.4 per cent between 1965 and 1966.
Wages increased 8.0 per cent between 1964 and 1965 and be-
tween 1965 and 1966. There is no evidence that the sluggish-
ness in wholesale trade is connected with the reduction at
Dow. The Bangor Economic Base Study showed that the trans-
actions done with Dow constituted only 1.7 per cent of total
transactions carried out in wholesale trade.

In addition to the growth of the prime movers, new indus-
try moved to the area thus providing new employment opportunities.
Sylvania opened a plant in Bangor to asserrble integrated cir-
cuits. Employment is planned to be 1,300, but was about
490 in early 1968. A new chlorine plant it Orrington employs
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about 40 people. It is a heavy user of electricity which
may substitute for some revenue lost to the utility indus-
try by the closing of Dow.

Tho growth in overall earnings can be seen by examining
total employment data for Penobscot County. Penobscot County
employment continued to rise after the Announcement. Growth
was 3.4 per cent in 1964-65 and 4.8 per cent in 1965-66.
First quarter 1967 showed a 5.3 per cent increase over 1-66.

Wages paid in Penobscot County increased 6.5 per cent
between 1964 and 1965 and 8.0 per cent between 1965 and 1966.
This set the County total wage bill for private covered
employment at $133.0 million as opposed to $115.6 million iný
1964 and $104.4 million in 1960. Wages paid in 1-67 are 10.3
per cent higher than 1-66.

Therefore, if the decline of Dow Air Force Base from
4,414 men in 1964 to about 3,000 in 1965, 1966, and 1967 had
any effect on the Bangor economy, it was lost in the economic
expansion that was taking place. There was no indication of
any effect in the overall economic indicators of employment,
unemployment or total (taxable) retail sales.

EFFECTS ON INDIVIDUAL SECTORS

Tables 3 and 4 show that Dow Air Force Base transactions
are spread through the economy. An attempt was made to
measure the effects of the changes in manpower at Dow on the
economy and on individual sectors. The study of spending
patterns at Pease Air Force Base already referred to (see
footnote 2,) pointed out that theve sectors of the economy
were most affected by the base: 1) automotive dealers;
2) gasoline service stations; 3) furniture stores, and
4) drug and proprietary stores. Since comparable data for
the Bangor area are available for some of the sectors, they
were analyzed to letermine if a relationship existed between
the changes at Dow and the changes in the sectors.

AUTOMOBILE SALES AND SEVICES

The study of Pease Air Force Base designated automobile
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sales and gasoline service station revenues as highly
responsive to the great influx of military personnel.
Growth from 1954 to 1958 in the Portsmounth-Dover economy
in these sectors greatly exceeded the growth of these sectors
for the State (New Hampshire) and for New England. A crude
estimate of expenditures by Dow military personnel for FY1964
and FY1967 shows the expenditures for automobiles and allied
services equaled 7.5 per cent of sales in the loc-' economy.
The expenditure estimate is based upon the patter. leveloped
in the Pease study and may overstate the effect in _ie
Bangor Brewer economic area, as a study of statistics in this
area will indicate.

In terms of employment for these sectors in the Penobscot
County economy, no relationship between Dow manpower growth
and employment in automobile repair, automobile services
and garages seems to exist. Dow buildup came between 1959
and 1961, the time of its peak manpower. Between 1961 and
1963 no great net change occurred. Since 1963 Dow manpower
has declined. Overall employment in automobile repair,
services, and garages grew during the 1960's unsteadily with
most of the growth between 1961 and 1963. Annual data from
1960 shows no correlation between the rate of change in
military manpower and the rate of change in employment in
automobile repair services and garages. County wages for
the sector showed no correlation with military manpower al-
though wages for automobile repair, services and garages
increased between 1960 and 1966 with a peak in 1963 and a sub-
sequent decline. Service station and garage sales ran close
to 5.2 per cent of Maine sales during the early 1960's. A
slight increase is visible throughout 1963 when sales in the
Bangor-Prewer economic area for this sector ran up to 6.0
per cent o' the State total. This was followed by a drop
back to the early 1960's mark. The temporary increase may
have been due to Dow but the gain is scarcely noticeable.

Although the Pease Study also found automobile sales
to be greatly inflated with the growth of Pease Air Force
Base, sales by motor vehicle dealers in the Bangor-Brewer
area were not affected in this manner by Dow Air Force Base.
A look at sales in this sector shows a definite upward trend
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since 1961, but not a growth pattern significantly different
from that of the State. Relative to the State of Maine, motor
vehicle dealers in the Bangor-Brewer economic area maintained
their position--accounting for 10.5 per cent of the State
sales over the entire period, 1960-63. Employment in auto-
motive dealers and gasoline service stations in Penobscot
County did not differ from the overall trend of total employ-
ment, i.e., a decrease from 1960 to 1963 followed by an
increase from 1963 to 1957. Wages in the automotive dealers
and gasoline service stations sector paralleled the movement
of employment in the sector, i.e., an increase developed
from 1963 onward. Relative growth in wages surpassed growth
in~employment by a rate three times as large.

From this rough comparison, it may beoconcluded that
Dow has had no material effect on the growth of sales in the
automotive sector of Bangor-Brewer economic area whereas
this sector was substantially affected in the Portsmouth,
New Hampshire economy by Pease Air Force Base.

FURNITURE AND APPLIANCES

The Pease study designates the furniture sales sector as
another area which was greatly influenced by the tremendous
buildup at Pease Air Force Base. Growth in the Portsmouth-
Dover area exceeded that for the State and for New England,
but again this sector does not seem to have been affected in
the Bangor-Brewer economic area by Dow. Although furniture
and appliance sales do not constitute a major portion of
sales in Bangor-Brewer, it has been more than $5 million per
annum. A slight upward trend is noticeable since the begin-
ning of 1963. The amount of growth in this sector for
Bangor-Brewer economic area since 1963 equaled 35 per cent,
comparable to the State wide growth. During this period,
manpower at Dow declined. Whereas the Pease study indicated
a relationship between an increase in sales and an increase
in the size of the base, no such relationship shows here.

It may be argued that Bangor-Brewer growth would have been
higher had Dow manpower not contracted, but there is no evi-
dence to support the argument. Between 1960 and 1963 when
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an increase occurred in the number of personnel at Dow,
furniture and appliance sales declined in the Bangor-Brewer
economic area by approximately $200 thousand or 4 per cent.
Employment in furniture sales is low relative to total em-
ploymen. in Penobscot County, but the rate of growth in
employment for the sector ran about twice as high as the
rate of growth for employment in the County. There is no
indication that Dow caused the great growth in employment
in furniture sales, but expectations of growth in sales may
have been high due to the iniulx of military personnel.

FOOD AND BEVERAGES

A substantial portion of Dow spending goes for food
and beverages. In FY1967, about $2.5 million passed into
the Greater Bangor Area to buy food and beverages. Dow
spends clos3 to $1.3 million in the local economy for gro-
ceries and beverages to stock the commissary, Base exchange
and clubs. Most of the groceries bought locally consist
of produce, milk, ice cream, bread and other perishables and
beer. The Pease study expenditure pattern would indicate
another $1.3 million is spent in the Greater Bangor Area by
military personnel even though the major expenditure for
food is at the commissary. No estimates are available of
the amount spent for food in Greater Bangor Area.

UTILITIES

The major utilities in the area, (Bangor Water District,
Brewer Water District, Bangor Hydro-Electric, and New England
Telephone & Telegraph) grew in terms of net new utility cus-
tomers during the 1960's. It is difficult to deterr.ine the
extent of the effect of Dow on utility sales. Utility expend-
itures, including electricity, fuel oil, water and telephone
amount to over $1 million by Dow Air Force Base in the local
economy. More than $500,000 of this amount goes for electricity.
Close to $400,000 buys fuel oil for heating purposes. The New
England Telephone and Telegraph sales to Dow have declined
substantially from $298,000 in FY1964 to $104,000 in FY1967.
Over 1,000 military families lived off Base in FY1967, all
of whom required the above utilities but no estimate is
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available of the total amounL

HOUSING

Bangor was faced with a housing shortage in the late
fifties. The buildup at the Base accentuated the problem
but it was partially alleviated by the opening of Capehart
housing for servicemen in 19E0 and 1963. Expenditures in
the Greater Bangor Area for housing run to a substantial
am unt annually ranging from $2.5 million to $3.0 million
for military families. The loss of this expenditure is
bound to affect the housing market in Bangor although it
is difficult to predict the amount. In an attempt to ex-
plain variations in the values in the Bangor real estate
market, regressions were run utilizing the change in pro-
perty value as the dependent Variable and several independent
variables. (They were taxes, unemployment, Base size,
government expenditures, and iseveral dummies indicating the
opening of Capehart and the closing Announcement.) No direct
relationship appeared between the size of Dow and the fluctu-
ations in the real estate market. It had been expected that
the rapid military manpower buildup and the subsequent decline
in manpower would have had a strong influence on the market.
The lack of influence may have been because military personnel
operated in the lease market rather than the buy market, as
they waited for government housing which opened in 1960 and
1963. Using the sales ratio (assessed value * sale price)
as an indication of demand for housing, it may be concluded
that demand lessened from 1960 to 1965 in all price categories.
During this period the sales ratio increased or the sales
price approached the assessed value, which indicates a soft-
ening in the market. The Census of Housing vacancy study in
1960 showed a homeowner vacancy rate of 1.9 per cent, and a
rental vacancy rate of 6.0 per cent in Bangor. Although care
must be taken in comparing the rates, the Post Office vacancy
survey taken in 1967 shows somewhat different figures. In
the February 25-March 1, 1967 survey, the residence vacancy
rate was 2.2 per cent and the apartment vacancy rate was 16.0
per cent. The October 23-26, 1967 survey shows a residence
vacancy rate of 1.9 per cent and an apartment vacancy rate
of 10.4 per cent.
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The Federal Housing Administration analyzed the Greater
Bangor Area Housing Market utilizing data for March 1, 1967.
At the time of the study, the area included 24,750 units
which gave a net increase of 1,525 units since April 1960.
About 9 per cent of these units were vacant at the time of
the survey. A postal vacancy survey during February 25 to
March 1, 1967 of 19,750 possible deliveries indicated a
vacancy ratio of 3.8 per cent. The vacancy ratio for resi-
dences was 1.9 per cent and for apartment units, 13.2 per
cent. The rental vacancies were concentrated in the central
business district of Brewer and in a semi-circle on the fringe
of the central business district of Bangor. These units
are primarily dilapidated or deteriorating and were in use due
to the buildup of Dow Air Force Base and thus were the first
affected by the curtailment of military strength.

A total of 19,450 units were enumerated in a segment of
the Bangor Housing Market, which covers Bangor, Brewer, Old
Town and the incorporated portion of Orono. Approximately
56 per cent of these are single units including trailers. A
distribution of the units classified according to the year
of construction shows that 71 per cent were built prior to
1940. An estimated 15 per cent of the units in this segment
of the housing market were substandard based upon a dilapidated
condition or lack of some or all plumbing facilities.

Between 1960 and March 1967, the housing starts included
about 1,750 units with building permits recorded and 100 units
with no building permits. Included in these figures are 480
units of Capehart housing. There has been a clear downward
trend in housing starts since 1960. The high was 260 in 1961
and a consistent decline followed to 111 units in 1966. At
the time of the study, there were about 25 units under con-
struction.

The Federal Housing Administration concluded that the
sales market was sluggish in March 1967 and had been since
1960. The greatest weakness occurred in Bangor and in the
older sections of Brewer. The same phenomenon occurred in
the rental market although the vacant apartment units are
substandard and undesirable. The availability of vacant
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rental units with modern facilities is practically nonexistent.
Unless some unforeseen growth occurs in the population, the
vacant rental units will not be marketable. It is expected
that the availability of Capehart plus other standard quality
units which will be vacated due to the closure of Dow (approxi-
mately 750 units), will be sufficient to meet the demand.
Although some demand for new housing may develop, construction
is not recommended.

The above estimate of expenditures for housing by military
personnel ($2.5 to $3.0 million) includes rent, mortgage pay-
ments, utility costs, property taxes, home furnishings and
equipment. There is no reasonable way to isolate the individual
costs from the housing figure. Therefore the total lost incur-
red will be substantial, although the effect upon any one
sector will be minimal. Again, a further cushioning can be
expected by the attraction of new people to the reuse facilities
of Dow.

LOCAL GOVEFMMENT

Education is the largest single item in the budget of
the city of Bangor. In 1960. expenditures for public educa-
tion amounted to slightly over $2 million which was equivalent
to a $313 per pupil expenditure. By 1966, expenditures equaled
$3.7 million or $506 per pupil. During the period several new
school buildings were constructed including a modern high
school equipped for 1,500 students. Total enrollment in the
high school for 1967 was just over 1,300. Enrollment for
the entire school system came to 7,598. Of this, an estimated
1,400 students will leave the system due to the closure of
the Base in June 1968. (This is 18 per cent of the 1967
school population.) Base school facilities include 2 ele-
mentary schools and 1 junior high school with a total employment
of 58 teachers. It is anticipated that natural turnover will
assimilate these 58 teachers into the remaining schools.

Besides the loss of students, the area will also lose
federal aid to education of an estimated $592,234 in 1966.
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This was 16 per cent of total expenditures in the Bangor
public schools in 1966.

The City has continued to expand its expenditures in
other areas as well. In the field of recreation the City
opened a new swimming pool and a new golf course in 1964.
The City supports Bangor City Hospital, which will expand
its facilities once the Base closes through the acquisition
of the Base hospital. Urban renewal, made possible through
federal funds, is another area of groat activity in Bangor.
Downtown parking facilities have been greatly improved by
the demoliticn of old buildings and conversion of land
space into parking areas.

SUMMARY

Neither the Announcement of the closing of Dow AFB nor
the small decline in military manpower has had discernible
effect upon the Bangor economy. The Base does not seem to
be closely tied to the level of economic activity. Many of
the economic indicators for the a.ea have run counter to the -

changes in the size of the Base, in terms of military man-
power. This is more prominent in the years that military
manpower declined, while taxable sales increased, motor
vehicle sales inc3.eased, wages in Penobscot Company increased,
and employment in Penobscot Company increased. The real estate
market seemed to be unaffected by movements at the Base. A
regression was run to investigate the relationship of the size
of Dow, the opening of Capebart and the closing Announcement
to changes in the real estate market. The results showed
no effect upon the changes in real estate values by any of
the Base variables.

Re-use of Dow Air Force Base

Although it may be difficult to find any effect of the
closing Announcement on Bangor's economic indicators it is
not difficult to find the effects of the Announcement on
development and planning efforts. Immediately following
the Anncuncement of the deactivation of Dow AFB, the city
manager of Bangor appointed a four-man task force consist-
ing of the Dow Reuse Coordinator, the Director of Personnel,
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the Director of Economic Development and the Director of
Planning. The Task Force's job was to investigate the
facts of the closing and to identify problem areas. From
the data gathered, the Task Force designated four areas of
concern to Bangor in connection with possible Base re-use:
1) education and institutional; 2) airport; 3) housing; and
4) industrial/commercial.

The Task Force appointed an Executive Reuse Committee
to study the re-use areas. This committee uncluded business
leaders in Bangor and two representatives from Brewer. The
committee acted as a forum for the discussion of ideas and
actions of the staff--acceptance or rejection of proposals
occurred at this level. An area reuse committee was formed
to be the liaison between Bangor and the surrounding communi-
ties. This committee was asked for suggestions and did some
groundwork on particular problems. The small communities in
the area showed little interest.

.he primary objective of the reuse committee and the
staff was to institute a plan to convert Dow AFB into a work-
able civilian enterprise with optimum benefit to the community.
In the process of constructing the plan, these needs of
Bangor were considered:

1. the need to diversify and upgrade the industrial structure
2. the need to expand the tax base
3. the need to develop an integrated transportation system
4. the need to provide improved public housing
5. the need to provide improved hospital facilities.

One problem of the City and the Re-use Committee was
that time and personnel were lacking to accomplish work such
as the inventorying and preparation of save lists needed
before the Base could be transferred to the City. Other
problems developed because of non-cooperation on the part of
several Federal agencies. Disputes were smoothed over via
the Office of Economic Adjustment, DOD. Among other things
the office acted as a cootdinator of high level decisions of
the various government agencies such as GSA, FAA and HEW
involved in the change from military to civilian use. The
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Dow Reuse Coordinator says that the work of the Office of

Economic Adjustment was invaluable.

AIRPORT AND INDUSTRIAL PROPERTY

The city of Bangor will acquire an airport with an 11,440
foot runway and the modern navigational system capable of
handling the largest jet aircraft. As part of the airport
complex there are 650,000 square feet of revenue-producing
space for industrial and aviation use. The City will acquire
the property at no cost with the provision that all revenues
from the airport complex must go to maintain the airport.

The surrounding communities had been contacted about
helping to support the airport but they showed little interest.
Consequently the City has decided to operate it as a municipal
airport using regular city funds in anticipation of revenues
from the airport making the new department self-sustairing.
There will be partial support from the Air National Guard
now located at the field and the Air Defense Command. The
Air Defense Command plans to maintain a dispersal unit con-
sisting of fighter aircrafts and about 150 military personnel.
In addition an Army National Guard unit plans to move from
Augusta to Bangor bringing in 15 light aircraft.

The Economic Director and Reuse Coordinator for the city
of Bangor has been active in contacting new industries to
locate at Dow AFB. Efforts have been made along two general
lines: one to attract those companies which will utilize
the excellent airport facilities and the other to attract
those industries which will utilize the available real
estate.

Several types of airport uses were studied. The study
of an air-oriented foreign trade zone resulted in the conclu-
sion that this was not suitible for the Bangor area. But in
the process of the study some 200 to 300 air-oriented firms
were contacted, and as a result the availability of Dow was
well advertised.

Several airlines were contacted to use the airport as
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an alternate landing port, a cargo depot, a flight training . /,
school or other purposes depending upon the needs of the
airline. Bangor airport should be an attractive field for
use as an alternate landing port and as a flight training
school because air traffic is minimal and the surrounding 7
area is sparsely settled relative to the locations of other
airports with comparable landing facilities. Airlines did
object to using the airport as a cargo depot primarily be-
cause land transportation costs in and out of Bangor are
rather expensive.

Several plans for utilization of the airport have mater-
ialized from the efforts of the Reuse Coordinator. An airport
manager and a fixed base general aviation operator have been
obtained. TransEast Airlines moved in as the fixed Base oper-
ator on July 1 which was the official transfer date of the
airport to civilian use. TransEast has begun service between
Bangor and New York and has plans for service between Bangor
and Portland and Bangor and Presque Isle. TransEast will
service private planes which take off and land and will
offer private flying lessons some time in the future. North-
east Airlines has plans to expand service to the Bangor air-
port to begin night cargo service. Northeast has also decided
to develop a small air crew training center at the Bangor
airport. Other plans include the erection of a large modern
terminal building and the acquisition of a hangar for use
as a test center and aircraft maintenance.

Alitalia has agreed to use the Base as an alternate
landing airport. This led to the designation of Bangor air-
port as a port of entry and an international airport; further
efforts are being pursued to obtain other airlines to use
the Bangor airport as an alternate. At present there are
insufficient customs and other service personnel which could
slow these developments. A goal has been set to develop
Bangor as a transfer point for passengers and cargo to proceed
either north-south or east-west. Presently, access is only
in the north-3outh direction via rail and highways, and south
via air. An east-west interstate highway system and an
east-west air route would greatly enhance Bangor's geographi-
cal position.
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The development of the industrial complex is progressing
at a slow rate. The major reason for the slow pace is the
desire to Iobtain the "best users" for the available facilities.
In the case of Bangor, since a fuil-employment situaticn has
existed Zor the past few years (with the present exception
of the unemployed from the Eastern Fine Paper & Pulp Mills),
the devel pment aim is to obtain an industry which will
demand a t.bor supply with a more sophisticated level of
training lhan the existing labor demands of the area. This
would accdmplish-two objectives. First, it would open an
opportunit~y for the existing labor force to upgrade its job
position and pay level, and second, a highly skilled labor
pool could be attracted to the area which would bring growth
to Bangor.! Attmpts are underway to attract an aerospace
industry to utilize the large hangers which will be available
but are ndt easily adaptable to other industries.

Several problems have arisen in contacting and attract-
ing new business. The usual problem of whom to contact in a
company cropped up. There are ;.lso problems which are unique
to Bangor.: Several of the companies responded that the size
of the population and labor supply were insufficient to
support' anticipated growth in the industry. Added to this
is the fact that there seemed to be no pool of unemployed
labor from which to pull the initial work force. An argument
was put forth by the development people that a condition of
underemployment exists in Bangor and that an advertisement
of "better jobs" would pull labor from lesser jobs. At this
time, no companies have been convinced, but the closing of
the Eastern Fine Paper & Pulp Mills in Brewer and Lincoln
releases some 1,200 employees (wage & salary) which somewhat
changes the ready supply of labor. Another major problem
which arose in attracting new industry was the image of
Bangor Maine relative to its geographical location, climate,
and transportation system. As air transportation iaproves
the geographical location will become immaterial. The com-

*, pletion of Interstate 95 opened the opportunity for the
area to improve land traffic. The Development Director
expresses optimism concerning further development of Dow.
As of July 1968 most buildings suitable for industrial use
have been optioned but apart from the Northeast training
center no definite committments have been made.
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HOUSING

The Air Force had 150 World War II housing units which
will be demolished and the area developed for parks and
recreation. The plans for the use of the 1,010 Capehart
housing units are not yet firm. Following is a description
of current plans and progress (July 1968). A public housing
authority has been organized to administer the housing units.
The housing authority will work under an Air Force contract
to protect and maintain the housing units. Some of the hous-
ing units (approximately 150) will be used by mili.tary personnel
such as those with the National Guard, TAC, ROTC, etc. At
some future date 348 uaits will be acquired by the City through
a bond issue for low income housing.

The remainder of the units are available for rent to the
general public. The housing authority, in an effort to reduce
the impact on the local market as much as possible, will not
permit people to move into Capehart housing from adequate or
satisfactory housing in the City. All rent is paid to the
housing authority who uses the funds for maintenance; any
remainder dfter expenses will be turned over to the Air Force.

EDUCATION AND HOSPITAL

The University of Maine will acquire at no charge approxi-
mately 64 Base buildings 572,000 sq. ft.) to form a new unit
to serve as a commuting campus for the area. The University
of Maine plans to develop facilities for 2,000 students and
some facilities will be ready for use in September 1968. The
new Base hospital facility will be used by Bangor City
Hospital for long-term medical care which is badly needed in
Bangor.

Conclusions

By the end of 1967 there had been little or no effect
of the Announcement of the closing or the subse,.,ent decline
in manpower. No effect can be seen in either (1) the general
economic indicators for the area-sales, employment, or unem-
ployment; or (2) particular sectors such as auto sales and
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services which would probably be most affected by the Base.
The Announcement of the closing took place during an upturn
in the economy which has continued to operate at a higher
level. The major effect on the economy so far would seem to
be the encouragement of development and planning efforts on
the part of Bangor. The development director has expanded
his staff aad is very actively promoting new firms to locate
in the area using the airport facilities as the major attrac-
tion. A substantial comprehensive plan is being done by the
City which includes a detailed study of possible areas of
industrial growth for the area. The continuation of planning
and development has succeeded in bringing in Sylvania
Electric, the first major company to locate north of Water-
ville except for paper and shoes.

The Economic Base Study completed in 1967 predicted that
"overall it does not appear that the income or employment
impact of the closing of Dow will be so large that it cannot
be offset by reasonable growth in the rest of the economy".
Events up to the end of 1967 would seem to bear out this
prediction.

The evidence about 1968, the year of the closing, is
still not in. The SAC Wing departed Dow AFB in April 1968.
Unfortunately a major paper company had unexpectedly closed
its operations during the prior month. This company employed
600 persons in Brewer and another 600 in Lincoln, part of
Bangor's trading area. This is a serious blow to the local
economy. However, the development efforts fostered by the
announcement of the closing of Dow AFB at least hold promise
of reasonable alternative economic growth. At the time of
writing only one economic indicator is available with data for
the period after the closing--the projected unemployment rate
from the Maine Employment Security Commission (MESC). The
unemployment in Bangor was an estimated 4.1 per cent or approxi-
mately 1,200 people in April 1968, more than twice the rate
of 1.9 per cent of 550 people in April 1967. According to
the MESC there were two major reasons for the increase in
unemployment: The closing of the paper mill and the effect
of the unusually hard winter on the construction industry.
MESC reports that there was virtually no unemployment resulting
from the closing of Dow Air Force Base.

-129-

V I.

- * C .C C C ' C . . . * , ,'.



THE CLOSURE PATTERN AND ITS LOCAL IPiT--".:

:" I

A CASE STUDY OF THE NEW YORK NAVAL SHIPYARD,

BROOKLYN, NEW YORK

by

Darwin W. Daicoff

The University of KansaA

with

Mark A. Haskell

New York University

The University of Kansas

Lawrence, Kansas

July 1968

S-- i lalr I - I I LI[ LI J I•lt••J I



Il P~DI0?ADZ BLANK~ NOT rXIM~

- U : ,

ACDA/E-90

In terms of the number of jobs dislocated, the closure
of the Brooklyn Navy Yard ranks high among the eighty installa-
tions affected by the November 1964 announcement; for this
reason the Yard closure was selected as one of the actions
to be singled out for intensive analysis.

Closure and Re-use

The complete closure and the associated elimination of
9,771 civilian and 165 military jobs at the New York Naval
Shipyard, termed informally the Brooklyn N;:,y. Yard, was
originally scheduled for February 1966; in December 1964 the
Department of Defense announced the official phase-out
schedule and changed the closure date to June 30, 1966. The
closure proceeded according to plan and deviated from the
original schedule only infrequently and in relatively unim-
portant particulars. Phase one-of the shutdown was to consist
of the completion of assigned overhaul and repair work. With
the retention of personnel with specialized labor skills
vital to Yard functions during the period, the size of the
temporary workforce was allowed to fluctuate as the Yard
activity dictated. About 3,000 workers were due to remain
after completion of phase one, about February 1, 1966.
Phase two was to include a workforce of about 1,500 civilians
and to consist of shipping tools and equipment. This force was
to be reduced in t'ie last month of operation until complete
closure was accomplished. From November 1964 to March 1965,
800 employees left the Yard. In 1965, to diminish community
impact, the workforce reduction was to be prorated by in-
creasing monthly increments, for example: 100 in April,
300 in May, 600 in Jul.y, 750 in August and 1,230 in September.
As a result, by December 1965 the workforce had been cut
to 4,210.

The portion of the Yard to be released from military use
was a tract consisting of 292 acres. There were five piers
and approximately 600 structures on the premise, with 10 or
15 of these structures suitable for industrial uses. The
yard was located in the Brooklyn Heights, Fort Green, and
Williamsburg section of the Brooklyn Borough--a depressed area.
According to the 1960 census, 25 per cent of the residents
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of this section of Brooklyn were Negro and 17 per cent were
Peurto Rican. In the same year the unemployment rate for the
area was 7.9 per cent; by the spring of 1966 this rate had
risen to 12.9 per cent.1 There is evidence that suggests a
loss of population after 1960. A large part of this loss
can be accounted for by out-migration of white residents.

Normal disposal procedures were followed by the General
Services Administration (GSA) despite the efforts of the
State and New York City to channel negotiations directly
Uirough the City. Two Federal claims which were to assume
priority under the proposed disposal system were made early
in the course of negotiations:

- the Fede:-al Bureau of Prisons requested the use of
12 acres as a federal detention home, and

- the Navy requested retention of some dock and land
space. In addition, the Navy had plans to retain
18 acres of land, including the officers' club and
officers' quarters.

With the aid of congressional pressure, the Prison and
Navy proposals were dropped by March 1966, allowing the GSA
to negotiate directly with New York City. The original value
set on the Yard was $55 million; this waa decreased due to
the depressed condition of the area and the avowed goal of
the City to redevelop the Yard as an industrial complex.
The main aim of this redevelopment was to alleviate severe
unemployment in the vicinity of the Yard--welfare recipients
numbered one in twelve before closure and one in six by
December 1967.

1. The Institute for Urban Studies, Fordham University,
and Tippetts, Abbett, McCarthy, Stratton, Engineers and
Architects, The Brooklyn Navy Yard: A Plan for Development,
May 1967, p. 20.
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Several alternatives to the industrial concept were sub-
mitted by local officials or their consultants for all or
part of the Yard:

- conversion to a private shipyard for construction
of commercial, cargo and fishing craft,

- designation of the federal mansion on the site as a
national shrine,

- construction of public housing,

- construction of a major state office building,

- construction of a large and unique incineration
complex on a 24-acre tract,

- development of 36 acres as a State park, and

- conversion to a large automobile production and
assembly plant.

Such plans were discouraged and generally dropped.

In May 1967 it was announced that final accord had been
reached between the GSA and the City on the price for the
Yard--about $24 million. Disagreements concerning terms of
payment, questions concerning State and City ownership of
parts of the Yard, and legal subtleties forestalled final
approval. 1

Federal support for the re-use of the Yard was evidenced
by numerous loans and grants from various federal agencies.
Early in 1966, the Economic Development Administration (EDA)
declared the Brooklyn Naval Yard and its surrounding area

1. It should be noted that even by the end of 1968 final
agreement had not been reached and that the City had still not
taken formal possession of the Yard. It appears that the May
1967 Announcement was excessively optomistic. 4

-135-

7, .,



ACDA/E-90

eligible for federal redevelopment assistance; the assistance
was contingent upon redeveloping the Yard as an industrial
park. The area was declared eligible for EDA aid because of
the sudden upsurge of uner"nloyment expected before closure--
under the sudden rise feature of the act that created the EDA.
The total amount of assistance was estimated to be $10 million;
the exact amount would eventually depend upon the amount of
non-Federal investment. The EDA further suggested that the
City request technical assistance funds to prc'vide (1) low
interest loans, (2) access to public work grants, (3) eligi-
bility for special manpower training funds, and (4) aid in
bidding on Defense contracts.

In mid-1966 the EDA announced that industries sharing in
the redevelopment of the Yard and providing jobs for area
unemployed were eligible for 25-year loans at the interest
rate of 5-5/8 per cent--lower than the prime rate that then
prevailed. At about the same time, a grant of $58,750 was
made by the EDA to assist the City in planning the re-use of
the Yard. Similarly CLICK (Commerce Labor Industry Corpora-
tion of Kings), the redevelopment authority, received a
$100,000 federal grant to finance a study of needed revision
in Base facilities to permit industrial occupation. In all,
by the end of 1967, it was estimated that EDA had spent
$200,000 surveying and studying alternative plans for the
re-utilization of the Yard.

Early predictions concerning re-use proved overly
optimistic. By December 1966, requests for space in the
Yard exceeded the available space by five times. Preliminary
plans for redevelopment, announced in August 1966 by Mayor
Lindsey, called for on-the-job training programs to provide a
source of skilled and semi-skilled workers to attract industry
to the area. At the same time a steel fabrication complex,
an apparel industry center, and office equipment manufacturing
facilities were tentatively committed to location at the
Yard. Four companies, employing 1,165 workers, originally 1
planned to move from the area because of outdated or inadequate
physical plants but in August 1966 announced their intention
to stay at their present locations if plans for the industrial
complex were finalized. Several other concerns curtailed
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their plans to move their operations from the area.

The first actual re-use of the Yard began in August
1967 when ten acres were leased to the New York Transportation
Training Center to train 570 men from the area to become
truck drivers and warehousemen. 1

In summary, rapidly formulated plans were retarded by
lengthy negotiatlons between the City and the GSA and by
sporatic conflicts between local groups concerning specific
programs for redevelopment. The effectiveness of the quasi-
public corporations which were created to handle the redevelop-
ment were hindered by the slowness of the State Legislature
in providing the necessary legal foundation for their operation.
Early optimism concerning the effective re-use appears to
have been unfounded, and the tenants who located at the Base
have thus far not filled the employment void created by the
closure of the Yard.

Econom:.- Impact

Large as the workforce reduction (9,771 civilian and 165
military jobs) may seem, its community impact is very difficult
to measure because the impact was spread throughout the large
New York metropolitan area and not geographically concentrated.
As others have said, the Yard was autonomous and isolated from
the surrounding neighborhoods. Little or no Yard purchases
were made in the immediate area. In addition, few of the Yard
personnel resided in the area; "just prior to the Announce-
ment of the Yard's closure, in November 1964, less than
one-half of the employees resided in Brooklyn and approxi-
mately 10 per cent lived in neighborhoods contiguous to the
Yard."2 The definition used in the Fordham-Tippetts Study

1. It was the second quarter of 1968 before the first
announcements were made regarding temtative agreements with
private firms to locate in the Yard.

2. Ibid. p. 9.
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of the Yard area was quite large and contained approximately
155,000 people and a labor force of over 50,000. If 10 per
cent of the Yard workforce resided in the vLcinity of the
Yard, 977 of the 9,771 civilians whose jobs were eliminated
by the Yard closure resided in the area. This would mean
that 0.65 per cent of the population, or less than two per
cent of the labor force in the defined geographic area, had
a direct yard association.

While the impact on the thousands of workers who lost
their jobs should not be minimized, the impact of the closure
of the Yard could not be expected to be more than modest on
the region near the Yard. If one were inclined to expand the
geographic area to include all the workers, he would have to
include most of metropolitan New York and therefore would
havn to conclude that the community impact was trivial. If
one rejects the use of "modest" or "trivial", then he is
still faced with the difficulty of isolating the economic
impact of the loss of such a small portion of the jobs in
the Greater New York City area. While what has been said above
is true, there is one community economic impact that was ex-
pected to be severe and proved to be readily observable: the
loss of about 10,000 people entering the Yard on a regular
basis. This loss caused a reduction in the utilization of
many of the retail and service establishments in the vicinity
of the Yard.

In order to ascertain the geogr.aphic area containing these
establishments, a survey of the area near the Yard was made.
Particular attention was paid to the location of the gates
leading into the Yard and the establishments located nearby.
informal discussions were held with businessmen in the area
and with Yard workers. As a result, the area of immediate
impact was generally defined to include the main streets
bordering the Yard and one block of the streets intersecting
these main streets.

Beginning in mid-1965, semi-annual surveys of the retail
establishments were conducted to discover the pattern of the
impact of the Yard closure on the number of these establishments
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TABLE I

THE NUMBER OF OPEN AN4D CLOSED BUSINESSES IN THE BROOKLYN NAvY
YARD AREA, BY BUSINESS TYPE, SIX DATES

Survey Date
Business Type Mid End Mid End Mid End

3.965 1965 1966 1966 1967 1967

Gas Stations and Auto
Repair

Open 6 6 6 7 9 9
Closed 1 1 1 1 1 1

Eating and Drinking
Places

Open 18 17 17 .16 13 12
Closed 5 7 7 9 12 13

Tailor, Cleaning and
Pressing Shops

Open 3 3 3 3 3 1
Closed 2 2 2 2 2 4

Other
Open 3 3 2 3 4 4
Closed 0 0 1 1 1 1

Total
Open 30 29 28 29 29 26
Closed 8 10 11 13 16 19

Source: Surveys conducted for this study.
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by business type. The results of these surveys are sum-
marized in Table I. In mid-1965 the majority of the
establishments in the area were eatinLg and d:inking places.
The largest part of their business wL s the lunch trade of
the Yard personnel; in addition some before and after shift
activity was present. The only otheJ important type of
business in mid-1965 was gas station . At the time of the
first survey, it was found that eigh of the thirty-eight
establishments in the area were alre dy closed. This attests
to the general economic decline of the area that had been
evident long before the Announcementlof closure. Most of
these closed establishments were eating and drinking places.
The number of closed tailor, cleaning and pressing establish-
ments reflects the days in which large numbers of Navy
personnel were associated with the Yard.

Between mid-1965 and the end of 1967 a persistent increase,
accelerating in the latter part of the period, in the number
of closed establishments is observable. Besides an almost
total elimination of the tailor, cleaning and pressing
establishments, most of this decline occurred in eating and
drinking establishments. Of course, as the number of Yard
personnel decreased, little else could be expected. The two
business types that experience growth in the number of
operating firms are gasoline stations and grocery stores.
To some extent, these two activities imay be unrelated to the
Yard and may reflect services provided to the community in
general.

From the data presented in Table I, it should be clear
that although the closure of the Yard caused severe difficulties
for some businesses, the area far from collap.,ed. On the other
hand, those activities which suffered most were those obviously
connected with the Yard--the tailor shops, bars, and sandwich
shops. It should be noted that because of the relatively small
size of these establishmerts, the closure of eleven of them
resulted in the loss of no more than fifty jobs--an impact
that is certainly proportionally very small, whether the basis
of comparison is the New York City SMSA, Brooklyn, or even the
area adjacent to the Navy Yard.
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Introduction

PURPOSE

The purpose of this paper is to assess the impact on
the local area of the phase-out of Olmsted Air Force Base,
Middletown, Pennsylvania. This assessment is accomplished
through a selective analysis of existing time-series data
obtained from a variety of public and private agencies.

The first portion reviews the growth pattern of the
area prior to the Announcement in November 1964 which
called for a totel phase-out by June 1969. The post-
Announcement activity pattern is examined in the next
section and includes a comparison with the earlier period
as well as the planned re-use of Base facilities. A third
part explores the reaction of the community to the phase-
out. Finally, a fourth portion is devoted to a recapitulation
of the experiences through 1967.

LOCAT ION

Olmsted AFB is located on the Susquehanna River in
the southwest corner of Dauphin County, Pennsylvania.
Dauphin County is one of three counties in the Harrisburg
SMSA. This difference between county and SMSA lines
presented a procedu;-al problem for the exploration of the
impact of changing activity levels at Olmsted AFB through
the use of existing sources of data. The 1960 population
figures shown in Table 1 exemplify the problem when the
population of the Harrisburg SMSA is compared with the
county of residence of Olmsted employees.

Harrisburg, the state capitol, is located 15 miles
north of the Olmsted installation, York lies 25 miles
south across the Susquehanna, and Lancaster is only 35
miles east. Sizeable numbers of Olmsted employees lived
in both the Harrisburg and Lancaster SMSA's, but the
Harrisburg SMSA was selected as the relevant geographic
unit on the basis of overall metropolitan orientation for
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TABLE 1

1960 POPULATION OF THE HARRISBURG, LANCASTER, AND YORK SMSA'S
COMPARED TO THE RESIDENTIAL DISTRIBUTION OF OLMSTED

AFB CIVILIAN EMPLOYEES IN 1964

Residence of Civilian
1960 Population . Employees

per cent per cent

Harrisburg SMSA 371,653 69
Cumberland County 124,816 7
Dauphin County 220,255 61
Perry County 26,582 1
Harrisburg 79,697

York SMSA 290,242 1
Adams County 51,906
York County 238,336 1
York 54,504

Lancaster SMSA 278,359 15
Lancaster County 278,359 15
Lancaster 61,055

Other 15

Source: Standard Metropolitan Statistical Areas, Bureau of
the Budget, Executive Office of the President, GPO,
1964, pp. 17, 2J, and 42.
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those measures which are only available at this level of
aggregation.

Other sources of data use other reference units. The
utility companies, for instance, do not recognize political
boundaries. Telephone company records are based on exchange
areas. Postal authorities use main station and ZIP code
designations. A major consolidation of school districts
occurred during the period of interest.

METHOD

The reason for presenting these population figures and
for emphasizing the variation in geographical coverage is
to impress upon the reader the difficulty encountered in
interpreting selected time-series measures as being
sensitive to the closure. Ideally, one would want to know
what value each of the measures would have taken at a given
point in time if the phase-out had not occurred, ceteris
paribus. But, of course, the continuing interaction of
the Base, and its surroundings would have resulted in other
unknown changes.

What has been done,therefore, is to select variables
which can be theoretically justified as being sensitive to
changes in the level of economic activity at the Base, and
then to explore the time-series patterns of these measures
explaining why they behaved in the observed way.

The Growth Pattern, Through 1964

1917-59

Less than six weeks after the United States entered
W.nrld War I in 1917, ground was broken on a former H. J.
Heinz Co. cucumber farm located in Middletown Borough
adjacent to the Susquehanna River 15 miles southeast of
the state capitol at Harrisburg. Originally comprised
of less than fifty acres and a single building, Olmsted
grew to 1,100 acres and some 300 buildings by November 19,
1964. The installation was named in honor of Lt. Robert
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S. Olmsted in 1923, after the former engineering officer
at the field was killed in the Gordon Bennett International
Balloon Races.

Peak employment at Olmsted Field came during World War
II when 17,000 civilian employees contributed to the massive
task of maintaining aircraft engines for the overseas war.
In fact, the field became one of the largest engine repair
centers in the world during this period. -:.n 1946 Olmsted
became the headquarters for the Middletown Air Material
Area (MAAMA), subsequently one of nine such areas under the
Air Force Logistics Command headquartered at Wright-
Patterson AFB, Ohio. In March 1948, six months after the
Air Force became a separate branch of the military service,
Olmsted Field became Olmsted Air Force Base. The Base
served as the major domestic control center for the Berlin
airlift in 1948 and 1949.

With the advent of jet aircraft, a new jet engine over-
haul facility was located at Olmsted in 1950. During the
Korean War these shops served as one of the major repair
centers in the country. In 1956 a major expansion and
modernization program was undertaken at the Base with a
five-year estimated cost of nearly 43 million dollars, in-
cluding a 12 million dollar runway which is capable of
handling any aircraft now in production (including the SST),
and a 3.5 million dollar headquarters building. These two
facilities are mentioned because they figure directly in
the re-use of the Base after phase-out. As late as 1962,
an additional 2.8 million dollars was earmarked for expansion
and modernization of facilities at Olmsted.

THE PHASE-OUT ANNOUNCEMENT: NOVEMBER 19, 1964

A five-year phase-out period was announced, with the
first transfer of operational units to begin within six
months of the Announcement date. Most of the MAAMA instru-
ment maintenance and jet engine overhaul responsibilities
"were to be transferred to Tinker AFB in Oklahoma City and
Kelly AFB in San Antonio, Texas. Other engine maintenance
and missile guidance system work were to go to Hill AFB in
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Ogden, Utah. Additional activities of lesser magnitude
were assigned to Robins AFB near Macon, Georgia, and to
Kelly AFB.

These functional transfers were expected to result in
a net reduction of 2,300 civilian and 500 military jobs,
indicating that approximately 8,000 civilian employees at
Olmsted, or 77 per cent, would be offered functional
transfers.

THE 1960-1964 LEVEL OF ACTIVITY: AN OVERVIEW

Depending upon what measure is used, it can be said
that the level of activity at Olmsted AFB was essentially
constant during this five-year period, or that it reached
a peak in 1962, and declined thereafter.

Table 2 shows Civilian employment reached a peak for
the five-year period in the 1-63 and declined by six per
cent by IV-64. The trough for civilian employment came in
111-61, with a level less than three per cent below the
November 1964 strength. In other words, the variation in
civilian personnel strength was quite small.

The opposite is seen to be true of civilian payroll
expenditures during the period. The IV-64 expenditure
level was 16 per cent less than the mid-1962 period high
and 46 per cent more than the mid-1960 low. The range of
variation in this money measure is obviously much greater
than the range of personnel strengths during the five-year
period. This is explained by pay increases which occurred
from 1960-64 and summer construction activity.

It is evident that the purchasing power of an essen-
tipliy constant work force fluctuated widely during the
pre-Anaouncement period, but the trend was toward an in-
crease in the amount of money flowing into the area through
Olmsted AFB civilian employee paychecks.

The pattern of off-Base economic activity was one of
slow but steady growth beginning in 1961 after a sluggish
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TABLE 2

CIVItIAN PERSONNEL STRENGTH AND PAYROLL
EXPENDI URES, OLMSTED AFB QUARTERLY 1960-64

Average Total Civilian
Number of Payroll
Employees Expenditure

1960
1st Quarter 10,873 $ 16,173,818
2nd 10,594 13,541,038
3rd 10,408 16,244,193
4th 10,222 13,901,743

1961
1st Quarter 10,151 16,094,359
2nd 10,048 '14,504,981
3rd 10,048 16,564,404
4th 10,152 19,431,903

1962 I
1st Quarter 10,467 20,809,247
2nd 10,831 23,560,584
3rd 10,932 20,225,791
4th 10,999 22,752,584

1963
1st Quarter 11,007 22,652,371
2nd 10,855 19,179,853
3rd 10,637 18,798,666
4th 10,577 15,450,631

1964
1st Quarter 10,493 19,189,779
2nd 10,411 21,803,991
3rd 10,347 17,901,354
4th 10,357 19,761,615

Source: Olmsted AFB Civilian Personnel Office
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period during the first year. This pattern is similar to
that of the national economy. Specific area strengths and
weaknesses are discussed below.

THE 1960-64 PERIOD: AGGREGATE MEASURES

The civilian labor force in the Harrisburg SMSA
ranged from a low in February 1960 of 172,200 to a high
of 183,500 in June 1964--a net increase of 6.4 per cent.
Employment during this same period increased by 6.9 per
cent because of a decline in the unemployment rate from a
high of 7.7 per cent of the civilian labor force in January
1961 to a low of 2.5 per cent by October 1964. These
trends are virtually identical to the national pattern,
although the high and low extremes are both beyond the
national levels.

It is apparent from these three "people" measures that
the Olmsted employees were discharged into a tight area-wide
labor market---a very fortunate circumstance.

Retail sales data offer another type of measure of the
economic activity pattern for the 1960-64 period. Data on
gross sales, subject to the Pennsylvania state sales tax,
were obtained in a three-digit SIC format for Dauphin
County on a monthly basis from July 1962 to December 1964.
As would be expected from the employment pattern, a general
positive trend in sales value is observed with normal seasonal
variations around the trend line. (These data are not pre-
sented in tabular form because of the cumbersome nature of
the three-digit SIC format.)

Other aggregate indicators, such as utility sales and
bank debits, reinforce the judgment already made that from
a depressed level in 1960 economic activity increased
steadily throughout the five-year period with normal seasonal
variations being observed in the time pattern of each measure.
"It will be of greater value, therefore, to devote attention
to specific sectors within the local area economy to clarify
further the pre-Announcement situation.
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THE 1960-64 PERIOD: SECTORAL MEASURES

The Pennsylvania Department of Labor and Industry
annually compiles and publishes for the first quarter
wages, number of employees, and number of firms on a
two-digit SIC basis at the county level for employment
covered by the unemployment insurance laws. The ten
covered two-digit industries with the highest wage bill
in Dauphin County during 1-64 have been selected for more
detailed scrutiny. (Eight of the ten are also at the top
of t1he list in terms of the number of employees.) These
ten industries, with first quarter wage bills for 1960 and
1964, and the percentage change during the intervening
four years are listed in Table 3. These ten industries
employed 32,021 or 50 per cent, of the covered employees
in Dauphin County in 1964.

The conclusion reached after an examination of Table
IV is that the Harrisburg metropolitan area economy was
a healthy one in 1964 with strong growth in diversified
areas. The Insurance sector, as well as the Electrical
Machinery, Equipment, and Supplies sector, showed especiall.y
strong growth during this five-year period. The Service
sector also showed strong growth. The Primary Metals
sector was the only one of the ten which, shows an absolute
decline over the five-year period. This precipitous decline
came iii 1961 when the Phoenix Steel Company in Harrisburg
shut down, resulting in Layoffs of 2,800 workers--a 37
per cent declin? in total area employment in the industry.

It should be noted that these ten major industries do
not include employment in local, state, and federal govern-
ments, because these are not covered by the unemployment
insurance legislation. Since Harrisburg is both the state
capital and county seat, and since Olmsted employed more
than 10,000 civilian employees in 1964, this omission
should not be overlooked. Approximately one-balf of the
area labor force is employed by federal and state
governmental agencies.

15
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TABLE 3

THE TEN COVERED INDUSTRIES HAVING THE HIGHEST WAGE BILL, FIRST
QUARTER 1964, DAUPHIN COUNTY

(000's)

Per cent
1960 1964 Change

Wholesale Trade $7,243 $8,163 +13
Food and Kindred Products 6,196 7,384 +19
Primary Metals Industries 12,744 6,661 -48
Communication 3,713 3,870 + 4
Electrical Machinery

Equipment, and Supplies 2,670* 3,663 +37c
Insurance Carriers 2,770 3,655 +32
Construction--Special Trade

Contractors 2,488 2,848 +14
Apparel and other Finished

Products Made From
Fabrics and Similar
Materials 2,076 2,521 +21

Automotive Dealers and
Gasoline Service
Stations 2,121 2,434 +15

Miscellaneous Services 1,848 2,372 +28

*--refers to 1961 amount because 1960 data were N.A.

Source: Statistical Information Bulletin No.'s 142, 146,
152, 157, 165, 169, and 174, Table 2 in "Employment
and Wages of Workeis Covered by the Pennsylvania
Une•mployment Compensation Law by County and by
Industry, First Quarter 196_,," Department of
Labor and Industry, Bureau of Employment Security.

Two aggregate measures of the housing sector are avail-
able. One, property values, is a stock indicator. The other,
value of building permits issued, is a flow indicator. The
building permit and property value data were secured for the
Middletown Borough jurisdiction because it was thought that
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these would be the most sensitive measures of changing
activity levels. The estimated market value of property in
the Middletown Borough increased by 4.7 per cent from 1960
to 1964, with wide variations in the quarterly value of
building permits issued. There does not appear to be any
clear trend in either the number or value of permits issued
although 1963 and 1964 were more active than the three
earlier years. Again, there is a clear indication of strength
in the economy as measured by the stock and flow measures of
realty in the area.

Building construction contributed less strength to the
area-wide economy, as evidenced by a 7 per cent decline in
wage payments in this sector from 1960 to 1964. Wage pay-
ments in non-building construction declined by 10 per cent
during the same period. It appears that the Middletown
area was more active than the more broadly defined geographic
area, at least in construction activity.

Two measures of the public sector are of special rele-
vance secause of their sensitivity to mobility and Federal
government employment. These measures are net school enroll-
ment and Federal impact funds received under PL 815 and
PL S'4.

k4

There are now five consolid&,ted school districts which
surround Olmsted AF3 and which are in Dauphin County. Enroll-
ment data have been classified into these five districts
for th. years preceding consolidation. All five districts
realized enrollment increases for the 1960-64 period, with
percentage increases ranging from 7 to 20 per cent.

As would be expected, because of the employment pattern
in the area, when enrollment figures increased so did Federal
impact payments. The range of increase, in money received
ranged from 23 per cent to 440 per cent over the four-year
period, with the largest absolute amount going to the
immediately adjacent Middletown Area school district. |

Other revenue and expenditure measures of local govern-
ment units were assessed for potential value in clarifying
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the impact of the closure, but they were not found to have
sufficient relevance, either in theory or fact, to warrant
their inclusion. The reader should have an adequate aware-
ness by now of the non-Base economic environment within
which the phase-out Announcement was made. Attention is
turned, then, to the Base itself as a component sector of
the area economy.

Two measures of the presence of the Base have already
been mentioned briefly--civilian employment and wage payments.
These measures and military personnel strength are explored
in greater detail. In September 1964, the authorized manpower
complement was as follows:

MAAMA TENANTS TOTAL

Civilian 10,366 368 10,734

Military 642 1,387 2,029

Total 11,008 1,755 12,763

Source: Olmsted AFB Information Office

The actual strengths were very close to these authorized
numbers, with the civilian complement falling slightly short
of, and the military group exceeding, the authorization. The
arnual civilian payroll at this time amounted to $73 million,
and the military payroll totaled nearly $8 million. As pre-
viously indicated, the payroll amount increased during the
1960-64 period because of wage rate increases, even though
the number of civilian employees and military personnel re-
mained nearly constant f:om year to year.

Another measure of Base activity is the pattern of "local"
purchases. An aggregate figure for purchases in the Greater
Harrisburg Area on a monthly basis was secured for the period
mid-1962 to 1964, with eight months of the 1963 data and one
month of the 1964 information missing. This omission makes
it virtually impossible to assess the pattern of purchases
during the 1960-64 period. During the last eight months of
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1962, $1.75 million in local purchases were made. The eleven-
month total for 1964 was just under two million dollars. It
is clear, therefore, that the total value of local procure-
ment, prior to phase-out, approximated two million dollars
annually. This amount, when added to the payroll totals,
indicates that the presence of Olmsted AFB was contributing
over $80 million annually to the local economy. This is not
to be construed as a net figure, because in the absence of
the Base other activities would have occurred, as will be-
come evident in subsequent paragraphs.

CONCLUSIONS: 1960-64 PERIOD

The stage has been set for an assessment in the following
pages of the impact on the local area of the phase-out of
Olmsted AFB. In November 1964, the Middletown area labor
market was tight, and getting tighter, because of slow growth
in the aggregate level of area economic activity. The unem-
ployment rate was only 2.9 per cent--far below the national
average at that time. The Base itself was contributing more
than $t million a year to the area economy.

The Phase-out, 1965-67

1965-67: AN OVERVIEW

The phase-out actually began in earnest during the summer
of 1965--six months after the Announcement in November 1964.
By June 1, 1966 the civilian personnel complement had been
halved, and by December 1966 only one-fourth of the 1964
level was still on board. The value of local purchases
followed a similar pattern, tailing off rapidly during
1965-66. By the end of 1966 most of the base functions had
been transferred to other Air Material Areas. In fact, the
entire phase-out went so smoothly that the final closure date
was moved up a full year, from June 1969 to June 1968.

The local economy continued to show diversified strength
during this crucial period. The labor force continued to
grow, but employment increased even more rapidly, resulting
in a continuing decline in the area unemployment rate. Part
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of this growth in employment came in other Federal military
installations in the area. The Chambersburg and New Cumber-
land Army Depots and the Mechanicsburg Naval Supply Depot
each expanded employment to fulfill the needs of the Viet
Nam war effort. The importance of these installations to
the resulting impact of the Olmsted phase-out will be explored
in greater detail below.

THE 1965-67 PERIOD: AGGREGATE MEASURES

A comparison of the "people" measures during this period
with what was found during the 1960-64 period for the Harris-
burg SMSA reveals some very important points. The civilian
labor force for this period ranged from a low of 177,600 in
February 1965 to a high of 188,800 during July of 1966. This
represented a 6.3 per cent increase, as compared to a 6.4
per cent increase during the 1960-64 period.

Employment during this period increased from a low of
171,300 in January 1, 1965 to a high of 184,000 during
August of 1966. This represented a 7.4 per cent increase,
higher than the rate of increase during the 1960-64 p4riod.
Coinciding with this increase in employment, the unemploy-
ment rate declined from a period high of 3.8 per cent in
January 1965 to a low of 1.8 per cent during October of 1966.

The size of the civilian labor force during 1967 remained
high but did not experience the fluctuations that were present
in 1966. The level of unemployment likewise remained low
throughout 1967 but did not fall to the extreme lows that
were seen in 1966. Because of the tendency to remain low
and not fluctuate greatly, the annual average unemployment
rate was lower in 1967 than any other period.

It is apparent that there was no perceptible impact on
the three "people" measures during the 1965-66 period while
the Base was phasing out most rapidly. The trend continued
during 1967, when the rate of phase-out had slowed down, as
the annual average level of unemployment continued to fall
to 2.3 per cent. The exceptionally tight labor market,
which existed during the entire period, cannot be overemphasized
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as a factor in the explanation of the local impact.

The level of retail sales has been examined from
January of 1965 through December of 1966 by three-digit SIC.
For this period, like the 1960-64 period, the level of
retail sales followed a rather strong upward trend. There
were no obvious variations in the retail sales data which
could directly be attributed to anything but seasonal
fluctuations.

Electric utility usage is one measure which does show
some sensitivity to the phase-out during this period. The
Borough of Middletown and part of the area south of the
Base are served by the Consolidated Edison Electric Company.
Middletown Borough monitors the kilowatt hours of electricity
sold and the number of customers which are served within
the Borough.

These data are the only utility measures which were
secured at a detailed level of disaggregation. The other
areas around the Base are so extensive that the records of
both the Pennsylvania Power and Light Company and the Con-
solidated Edison Company, which serve surrounding areas. do
not show any impact at all during this period. The records
which reflect the Middletown Borough sales directly show a
gradual decrease in the number of customers from 1965 through
1967, with very slow and irregular increases in the number
of kilowatt hours used. The number of customers fell from
a high of 3,403 in 1-65 to a low of 3,009 in 1-67--a drop of
11.5 per cent. But this figure started to rise gradually
again during the last three quarters of 1967. Notice should
be taken of the fact that this is only a small area very
close to the Base, and the larger area surrounding Olmsted
showed no impact at all in KWH use.

Bank debits, which were examined for the 1960-64 period,
, have also been studied for the more recent period. The bank

debits do not reflect any changes which would suggest there
was any exogenous force affecting them. Both grew steadily
throughout the period and showed only minor fluctuations.
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THE 1965-67 PERIOD: SECTORAL MEASURES

Turning again to the Pennsylvania Department of Labor
and Industry annual list of first quarter wages, number of
employees, and number of firms for Dauphin County, it is
possible to obtain a better sense of industrial activity.
Again, the ten two-digit SIC industries with the highest
wage bill for 1-67 are compared with the 1964 f.igures in
Table 4. (Seven out of the ten industries which were at
the top during 1964 were still at the top in 1967.) Auto-
mobive Dealers and Gasoline Service Stations, as well as
Miscellaneous Services, had dropped out since 1964, while
Transportation Equipment and Motor Freight Transportation
and Warehousing were added. As shown in Table VII, all of
the groups on the 1967 list showed moderate to large per-
centage increases over the size of their 1964 wage bill.
The Electrical Machinery, Equipment and Supplies continued
to show exceptionally strong growth, although Transportation
Equipment had the largest percentage increase in wage pay-
ments. The slowest growth is observed to have occurred in
the gasoline station and automotive dealer sector, but even
here a 15 per cent increase is found.

This analysis would indicate that there were no major
harmful effects on the industrial sector during the 1965-

,67 period. However, it should again be stressed that these
data do not include local, state, and Federal Government
employment and, therefore, do not show the direct effects
of the Olmsted closure on the entire economy, but only the
direct effects on industry.

Property values for Middletown Borough grew slowly from
1965 through 1967, increasing by 1.1 per cent over the 1964
level. This would indicate that, even in this immediately
adjacent community, the market value of property never fell
but only increased at a slower rate than in the past.

SChanges in building activity once again are difficult to

classify. There was no particular trend in the building per-
mit data for Middletown Borough. However, it should be noted
that first quarter wages in the building construction industry
for Dauphin County in 1967 increased by 54 per cent over the
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TABLE 4

THE TEN COVERED INDUSTRIES HAVING Tmr HIGHEST WAGE BILL, FIRST
QUARTER 1967, DAUPHIN COUNTY

(In thousands of dollars)

Per cent
1964 1967 Change

Wholesale Trade 8,163 9,592 418
Primary Metals Industries 6,661 9,199 +38
Food and Kindred Products 7,384 8,709 +18
Electrical Machinery

Equipment and Supplies 3,663 6,459 +76
Communication 3,370 5,224 +35
Transportation Equipment 1,311 4,373 +261
Insurance Carriers 3,655 4,275 +17
Construction - Special Trade

Contractors 2,848 3,960 +39
Motor Freight Transportation

and Warehousing 2,078 3,277 +58
Automotive Dealers and

Gasolini Stations 2,434 2,789 +15

Source: Statistical Information Bulletin No.'s 142, 146,
152, 157, 165, 169, and 174, Table 2 in "Employ-
ment and Wages of Workers Covered by the Pennsyl-
vania Unemployment Compensation Law by County
and by Industry, First Quarter 1964 through 1967,"
Department of Labor and Industry, Bureau of
Employment Security.

level in 1964, indicating a revival in the area-wide building
construction industry.

As was pointed out earlier, school enrollment and Federal
impact fund payments are extremely sensitive to mobility and
Federal Government employment. The net school enrollments
in the five consolidated school districts in Dauphin County
which surround Olmsted AFB are especially revealing. Two of
these five school districts, Middletown Area and Steelton-
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Highspire Area, both showed absolute decreases in net enroll-
ment in 1967 when compared with the 1964 levels. Middletown
Area enrollment is seen to have fallen by 8.2 per cent,
while the Steelton-Highspire level fell by 7.3 per cent.
All of the other districts experienced increasaa in net
enrollment ranging from six to ten per cent.

However, while ne-. enrollment was increasing in three
of the five districts, Federal impact payments fell from
their 1964 level in every district. In four of the five
districts impact payments rose gradually until the school
year ending in 1965 and then started to fall. In one district
the payments continued to rise through the 1966 school year
and then tapered off in 1967.

This evidence indicates that the net enrollment in thes
three districts that were experiencing an increase had in-
creased because of non-Federally employed families moving
into the area. The five school districts were obviously
experiencing changing employment pattern3 within their
boundaries during these years.

Now that the area-wide economy has been examined,
attention is turned to the actual pattern of closure in
order to explain further the impact on the local economy.
There are two elements in the closing of the Base which
could have had a major effect on the economy. These are
the time patterns of the civilian personnel layoffs, and the
pattern of reduction of local purchases by the Base.

Table 5 shows the civilian personnel strength at Olmsted
AFB by quarters from September 1964 through March 1968. A
study of this Table shows that from September of 1964 until
March of 1968 more than 10,000 civilian personnel left the
Olmsted AFB. This, at first thought, appears to be incon-
sistent with the area-wide civilian unemployment data which
were examined earlier, because the rate of unemployment
during this period was decreasing monotonically. To explain
this apparent inconsistency Table 6 should be examined. This
Table categorizes the reduction in civilian personnel
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TABLE 5

CIVILIAN STRENGTH OLMSTED AFB

1964 1965 1966.16 19 196

March 31 10,163 6,170 1,799 247

June 30 9,413 4,986 1,139

September 30 10,347 7,997 3,208 577

December 31 10,357 6,831 2,300 369

Source: Personnel Division, Olmsted Air Force Base.

strength from November 19, 1964, through November 30, 1967,
by the reason each employee gave for leaving.

As shown in Table 6, civilian strength at the Olmsted
AFB in November 1964 was 10,344. During the period between
November 1964 and November 1967, 1,853 of the civilian
employees took advantage of some form of retirement. Accord-
ing to military definition these retirements could have
been either the result of some form of disability or option
(which means they were eligible for benefits arid decided to
retire), or they could have been mandatory, where the employee
reached a maximum age and had to retire. During the same
period there were 1,710 civilians who went with their functions
to the various Air Material Areas. The next group of entries
in the Table shows the number of civilian employees who
secured a job at another military installation. It is important
to note that the New Cumberland, Mechanicsburg, Carlisle, and
Indiantown Gap installations are within daily commuting
distance from the Olmsted AFB area, and it is therefore likely
that between 2,500-3,000 employees did not have to change
their residence. Thoge who separated represent the group
who might have been most vulnerable to chronic unemployment.
This category can also be disaggregated.
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TABLE 6

CIVILIAN; STRENGTK: RELOCATION

November 19, 1964 through November 30, 1967

Civilian Strength (11/19/64)

Retirement for Period 1,853
Went with Functions 1,710

Transfers:

To Other Air Force Bases 151
To New Cumberland 1,166
To Mechanicsburg 1,000

local + To Carlisle 105

To Letterkenny 211
To Indiantown Gap 102
To Other Army 398
To Other Navy 381
To All Others 513

Total Transfers 4,027

Separations:
Declined Relocation 1,204
Resigned 1,044
Removal 6
Death 62
Others 11

Total Separations 2,372
Grand Total No Longer Employed

at Olmsted AFB 9,917
Civilian Strength (11/30/67) 427

10,344

Source: Personnel Division, Olmsted Air Force Base
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Separation (Declined Relocation) refers to those
employees who were separated from the Base when their func-
tions ran out because they declined relocation. Resignations
refer to the group who resigned before their functions
ran out, while removals are those persons who were elimi-
nated for disciplinary reasons. Therefore, with a civilian
personnel strength of 427 in November of 1967, an account-
ing exists for all of the civilian employee reduction to
date.

As can be seen, the apparent elimination of civilian
employment for some 10,000 people really resulted in only
2,200 (or less) persons entering the local labor market
during the close-out period. Some of these people might
have also left the area. This was obviously a major factor
in accounting for the small area-wide impact because of the
phase-out.

A final measure of Base activity, which acts as an
important factor in area-wide economic activity, is the
level of purchases made by the Base in the Greater Harris-
btrg Area. Table 7 shows the pattern of purchases during
the phase-out period. There is no doubt that this decrease
is significant, but it can be interpreted as a loss to the
area only insofar as new operations on the former military
facility fail to provide the basis for purchases of similar
amounts of goods and services in the local area.

RE-USE OF BASE FACILITIES

The closure of Olmsted AFB made available a multi-
million dollar installation located adjacent to the Penn-
Central Railroad and three miles from an interchange of the
Pennsylvania Turnpike and the north-south Interstate 83. A
complete airport facility was to be abandoned, as well as a
3.5 million headquarters building and numerous other
facilities, including several large temperature and humidity
controlled "clean rooms" which had been used for delicate
computer facilities and electronic equipment calibration
and maintenance. In addition, former military dormitories
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TABLE 7

LOCAL PURCHASES BY OLMSTED AFB IN THE GREATER HARRISBURG AREA

Quarter 1964 1965 1966 1967

First $345,891 $328,656 $121,260 $32,766

Second 205,525* 282,697 104,572 77,787

Third 6•.3,995 395,693 78,719 34,760

Fourth 699,029 284,644 34,642 *

Annual
_Total 1,944,440 1,291,690 339,193 145,313

*•--data not available
•*--*l month total

***--9 month total

Source: Base Procurement Division, Olmsted Air Force Base.

and family housing units were to be abandoned, as well as a
golf course, officers club, PX, dining hall, theatre, and
similar ancillary services found on all major military bases.
The disposition of each major component of the Base is dis-
cussed separately below.

The North complex lying between the Penn-Central Rail-
road, U.S. Route 230, and the Pennsylvania Turnpike, consists
of 340 acres on which the 198,500 square feet of headquarters
building, 670,000 square feet of warehouse space, and both
dormitory and family housing units are located.

The General Services Administration (GSA) transferred
title to the headquarters building to the Department of
Health, Education and Welfare, which in turr, assigned it to
the Commonwealth of Pennsylvania for educational purposes
early in 1967. The Pennsylvania State University is currently
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using the facility as its capital branch campus. The former
bachulor officer quarters and airmen's dormitories are also
being used by the University. Negotiations are currently
under way between the GSA and the University concerning the
acquisition of the 140 unit Meade Heights Capehart housing
complex which still has an outstanding mortgage. (The
Borough of Middletown is negotiating for the purchase of the
vacant Pine Ford Acres housing complex which lies outside
the Base perimeter in the Borough. It is hoped that this
car. be used as a low income housing area.)

The Dauphin County Industrial Development Agency (DCIDA)
purchased approximately 94 acres ot the North complex, includ-
ing the two major warehouses, for $2.2 million. The DCIDA
is a quasi-public agency since it receives partial support
from the Commonwealth of Pennsylvania, and, therefore, quali-
fied as a purchaser of the property in question. The GSA
is barred from selling government property directly to private
individuals or corporations. Title to this area was then
transferred to the Harrisburg Area Industrial Development
Corporation (HAIDC) which has acted as the leasing agent.
Fruehauf Corporation subsequently leased the entire ware-
house area under a lease-purchase agreement and is presently
manufacturing over-the-road dry-haul trailers and cargo
containers with a labor force of 507, as of May 1, 1968.
These are all new jobs in the area, and a four-fold increase
in employment is projected for the near future if demand
meets current expectations.

The South complex consists of 637 acres lying south of
U.S. Route 230, north of the Susquehanna River, and bounded
on the east and west by Middletown and Highspire boroughs,
respectively. Included in this ccmplex is the airport
facility and the majority of the warehouse and technical
equipment buildings.

The HAIDC purchased 48 acres from the GSA (through the
DCIDA) in the heart of this building complex for $700,000
and is presently negotiating with the Commonwealth of
Pennsylvania to sell this island in the midst of the South
complex. Title to the rest of the South complex vas given to
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the Pennsylvania Aeronautics Commission in June 1967 to be
used as a regional airport facility. The buildings are being
leased at the present time by the airport manager. All rev-
enues received are to be ploughed back into the development
and operation of the airport itself.

A large hangar has been renovated to serve as a terminal
facility and the complex has now been formally designated
Olmsted State Airport, serving the Greater Harrisburg Area.
Three commercial airlines--TWA, United, and Allegheny--now
service the airport, as well as commuter flights and non-
passenger aircraft. Private aircraft continue to use the
York State Airport across the river, which previously served
commercial passengers too. Since this was only a transfer of
functions, the net increase in area employment has been
negligible.

The next few months represent a crucial period for the
potential of this South complex. It is reported that one
'ompany (unnamed) has submitted a firm proposal to employ
40-600 people. A second company (unnamed) has also sub-
mitted a proposal to employ 400-500 people within a two-year
period. A third company has expressed strong interest in
locating in the complex with the intention of employing
from 1,000-1,200 people. In addition, the airport manager
reports that three smaller manufacturing comparies are nego-
tiating for space and would employ from 15-45 people each.
If all of these projects come to fruition, nearly 2,000 new
jobs will become available.

A total of 17 lessees already occupy vacated building
space, employing a total of 548 people as of April 1, 1968.
The largest of these is the Water and Wastewater Technical
School, Inc., a private operation which trains people to
operate and maintain water and eewage facilities.

The houses fronting on the river and formerly occupied
by the top ranking officers at the Base are now rented by
the airport manager to airport employees.

The former golf course located immediately east of the

- 165 -

C I C :

I



. •- • C . " -. c , , C • --

airport runway, was sold to Londonderry Township at 50 per
cent of market value to be used as a park and recreation
site.

The conclusion to be drawn from this review of the
re-use of Base facilities is this: the location of relatively
new buildings and warehouses in a central regional location
with unmatched access to all major modes cf transportation
except water presents an attractive site for a variety of
public and private employers. The potential as an east coast
distribution center is practically unlimited since both
north-south and east-west limited access highways are immedi-
ately adjacent the rail facilities serve the South complex,
and the airport facility can handle any aircraft now flying
or under construction. While present and immediately projected
employment totals only about one-third of the pre-Announce-
ment level, rveryone concerned with the conversion of the
Base to non-military use expresses optimism, as do local
area leaders and townspeople.

OFF-BASE ECONOMIC ACTIVITY

There are various outward manifestations of strength in
the local economy. A new small shopping center was completed
during 1967 in Highspira, directly west of the Base. The
owner of a diner located directly across the street from the
main gate to the Base was quoted on the night of the closure
Announcement in 1964 as saying, "Olmsted is the right arm of
my business. I've had my business 10 years and Olmsted is
it." He now says, "I feel a lot better today...business has
picked up." The owner of a local grocery store for 30 years
said in 1964, "anything can happen here in six months or
five years. Something'll happen. But I guess Johnson got
in and then swung the ax. He'll create some poverty and then
he can do something." He now owns a realty agency. He let
the grocery business dwindle, although he still owns the
store, because the store really serves as the home base for
his real estate business. Of the latter he says, "really
doing a good job now...can sell most anything of value...
Things have come back fast, especially in the last year...
need more better class houses now...the vacant homes by the
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Base .... now there are only abou -10 per cent vacant and that

is because they are two bedroom1 If they were four bedroom,
they would sell." The owner of a local hotel said in 1964
that the news was "devastating, "awful." Today he remarks
that business is "very poor." f course, the advent of
modern motel facilities near thd interchanges of the major
highways, and in the central Harrisburg area, clearly over-
whelms the presence of an older small town hotel.

The general impression one receives in talking with
local Chamber of Commerce officials is that little more
than the normal attrition of under capitalized or poorly
conceived enterprises have seen their demise. The major
impact of business withdrawal came immediately after the
closure Announcement, when the largest Middletown clothing
store and several restaurants closed. These entrepreneurs
apparently thought that they could make the best of a bad
situation by getting out right away. It is apparent, how-
ever, that the large group of former Olmsted employees who
either retired, took other Federal jobs in the area, or
accepted other local employment, live in the same homes,
send their children to the same schools, and shop in the
same stores as before the phase-out.

Community Reaction

RELATION TO THE CLOSURE ANNOUNCEMENT

A brief glimpse of the reaction of the local business
community to the closure Announcement was given in the
previou3 section through the juxtaposition of 1964 and 1968
statements by owners of Middletown establishments. Other
indications of the initial reaction include the temporary
closing of the local federal credit union on December 2,
1964, less than two weeks after the Announcement, because of
unusually heavy withdrawals; the formation of a Save Olmsted
Services (SOS) committee of 15 influential business, military,
legislative, and congressional leaders to initiate a formal
appeal directly to Secretary of Defense McNamara; the trans-
mittal of some 10,000 (a familiar number?) letters of protest
to the Secretary's office; and the holding of a mass rally
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to whip up the fervor necessary for an effective protest.

It was quickly realized, however, that these efforts
would be to no avail and that planning for the inevitable
reckoning day should begin. Toward this end, the Middletown
Chamber of Commerce was merged with the Harrisburg Area
Chamber of Commerce to provide the most effective leadership
possible. It was immediately decided that rapid conversion
to non-military use of the Olmsted installation prespnted
the best hope for stability in the local economy. The effect-
iveness of this local leadetship has been detailad in previous
sections. The State University was attracted to locate a
branch campus in the former headquarters building. A former
warehouse complex has been leased to a major manufacturer of
trailers and cargo containers. A metropolitan airport facility
has been opened with a bright future for expansion of both
passenger and cargo activities. Other smaller lessees have
already located in portions of the former 'industrial area'
complex and negotiations are cut :ently underway with more
substantial enterprises in terms of employment potential.

The fact cannot be ignored, of course, that approximately
30 per cent of the Olmsted employees are now working for
other local military installations, specý.fically Army and
Navy supply depots. The importance of the Viet Nam war
effort on the level of employment at these depots has already
been noted. It may be grimly true that the ease with which
the phase-out has apparently occurred is due in part to the
concurrent engagement in a war. This speculation is not
intended to negate thp importance of the efforts made by
local area leaders but rather to make explicit the conclusion
which confronts any student of the re-employment pattern.

Summary and Conclusions

Three elements seem to tell the story of the 30 month
phase-out of Olmsted AFB: where, when, and how. The deci-
sion to close the Olmsted facility literally came down from
"on high". There had been little speculation in the area
that Olmsted would be one of the 95 bases to be phased-out.
The attention of the Pennsylvania congressional delegation
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had been focused on the anticipated closure of the Philadelphia
naval shipyards. Great anxiety built up as the Announcement
date arrived, but not with regard to the Olmsted operation.
Millions of dollars had been invested in the Middletown
complex during the preceding five years to provide a modern
headquarters facility for the MAAMA and to assure the most
modern and flexible flight line operation possible. Exten-
sive temperature and humidity controlled workroom3 had been
outfitted to increase the capability for electronic equip-
ment calibration and maintenance. In addition, the opinion
was openly voiced that the highly skilled workforce at
Olmsted would be a strong factor operating to protect the
Base from closure. How could a saving be realized by declar-
ing 10,000 experienced workers redundant and then attempting
to relocate their previous functions in another state where
a new labor force would have to be recruited? This question,
of course, missed the izmportant point that massive functional
transfers were integral components of the planned phase-outs.
Finally, functions had recently been transferred to Olmsted
from the Rome, Now York, AMA.

Nevertheless, on November 19, 1964, Olmsted AFB was
among the 95 installations slated for closure, (and the Phil-
adelphia shipyards were not. In fact, they were to be expanded.)
The immediate rcaction was one of open panic. State and local
business and political leaders quickly banded together to seek
redress of this grievous injustice to central Pennsylvania.
Some local merchants immediately pulled up stakes in anticipa-
tion of a steadily worsening situation that could best be
salvaged only by quick action to minimize expected losses.
In general, however, disbelief coupled with optimism resulted
in area-wide business stability.

This initial reaction to avert the impending disaster

gradually turned to one of resignation to the inevitable,

and the group which had been galvanized to avert the closure
now turned to positive action to counteract the impact of
the reduction in activity. It was at this point that the
where, when, and how elements came into play. Each of these
factors has been discussed in the preceding pages and is
briefly reviewed here.
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The locatioi, and form of the Olmsted AFB facility is
perhaps unique among the 95 which were closed. First, it
is located within 40 miles of three SMSA core cities--
Harrisburg (the state capital), Lancaster, and York and
within two-hundred and fifty miles of New York City,
Washington, D. C., Philadelphia and Pittsburgh. Second,
having been an Air Material center, the installation includes
a large industrial complex. Third, the new headquarters
buildin* and runway represented outstanding facilities for
non-.military uses. Fourth, and perhaps most important, the
access of the Base to transportation acted as a strong
attraction to new non-military enterprises. So, the 'where'
factor was a strong plus in the conversion from military to
non-military use.

The "when" element also appears to have been favorable to
the observed closure pattern. The annual average unemploy-
ment rate in the Harrisburg SMSA declined continuously from
1961 through 1967, with rates far below the national average.
The area-wide economy is a diversified one with growth being
observed in a number of sectors, and only the primary metals
and construction sectors showing definite weakness during the
1960-67 period. One sector in particular, Federal military
installations, experienced rapid growth in the area because
of the Viet Nam war effort. Thirty per cent of the former
Olmsted civilian employees found jobs with one of the other
military operations in the area. All are close enough that
a worker could continue to live in the same location as when
he was employed at Olmsted. It is concluded, therefore, that
the strength of the area-wide economy and of these military
installations in particular has been a strong force acting
on the observed impact of the Olmsted AFB closure. It is
clear then, that these "when" and "where" factors interacted
in a favorable way.

The "how" element appears to have been equally important.
A quasi-public industrial development agency was founded to
receive selected facilities from the General Services Admini-
stration of the Federal Government. This agency then transferred
its acquisitions to a Harrisburg area industrial development
corporation which has acted as a leasing agent. These activities

- 170 -

04

0,ý u,



S ~ ~ . .~~ ACrA/E-90 - :- i -

came about after the merger of the Middletown Chamber of
Comnmerce into the larger Harrisburg Area Chamber of Commerce,
which was accomplished to provide a more effective front
to adapt to the closure of the Base. Other fortunate acqui-
sitions include the location of a branch campus of The
Pennsylvania State University in the former headquarters
building, and the use of the airport facilities by the
State Aeronautics Commission as a regional commercial air-
port. Local leadership did come forward and, in conjunction
with Commonwealth and national officials, made an immediate
"success" of the conversion attempt. The end of the effort
is nct yet in sight, however. Operational revenues of the
portion of the complex now owned and operated by the
Commonwealth are only a fraction of the operational budget.
Negotiations are underway with a number of potential lessees.
If and when the time comes when revenues exceed costs, the
eycess will be ploughed back into improvement of tne airport
facilities.

While we do not know what the Herrisburg area economy
would have looked like if Olmsted AFB had not been phased-
out, it is clear that the impact was diffused to the extent
that most measures of area-wide economic activity do not
show a reversal of the general strength beginning in 1961.
The overall conclusion, therefore, is that the "where,"
"when," and "how" factors each interacted with the others
to assure the observed pattern reported on in this paper.
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Introduction

The objective of this report is the evaluation of
the impact on the local economy of the closure of Amarillo
Air Forc? Base, a basic military and technical training
facility located northeast of Amarillo, Texas. The Base
has been in continuous operation since 1951 and at one
time had a total population of more than 19,000. Since
it has been estimated that the Base has contributed more
than $60 million annually to the Amarillo economy and
since the Base was one of many designated in November
of 1964 to be closed, it was considered of interest to
public officials to determine the economic and political
impact of the closure, the methods by which local leaders
attempted to replace the Base as a source of income fcr the
community, and the probable effect on the long-run growth
of the city as a result of both the Base closure and offset
activity.

The methodology employed consisted of (a) the collec-
tion and analysis of data on various economic and demographic
phenomena, (b) the recording of day to day events in the
city, and (c) the determination of the scope, timing, and
effectiveness of activity designed to compensate for the
Base closure. Data were collected for employment (aggregated
and disaggregated), income, banking activity, construction
activity, population, school enrollment (in the city and on
the Base), utilities (water, electricity, telephone, and
gas), housing, and public receipts and expenditures. These
data were collected on a quarterly basis, generally,

1. The writers wish to express their appreciation for

the assistance provided by Mr. Bill Rook, Assistant Director
of Finance of the city of Amarillo, Mr. William Henderson,
Base Closure Officer at Amarillo AFB, Mr. Dean Simon,
Assistant Base Closure Officer at Ammarillo AFB, and
Mr. Albert Clay, District Labor Market Analyst of the
Texas Employment Commission.
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in ceitain instances only annual data were available, and
occasionally data were available monthly. Day-to-day events
were r corded through a subscription to the Amarillo Daily
News. Potential offset activity was determined primarily
t-roug .interviews with knowledgeable local officials,
notabl!, the Mayor of Amarillo, the City Manager, the chair-
man of the Amarillo Airport Board, and offici.ls of the
Base C ocure Office at Amarillo AFB.

-enever possible, linear regression analysis was used
to determine the pre-Announcement trends for the data and
the pos"t-Announcement trends. A comparison of trends indi-
cated whether any substantial change had occurred.

Since the population of Amarillo AFB at the time of
the lact data collection was almost 10,000 persons (only
3,000 less than at the time of the Announcement), many of
the effects of the closure decision can relate only to the
psychological effects of the Announcement. Moreover, since
the actual phasing-out process has been extended by six
months to December 31, 1968 and since for some time there
existed the hope that the Base actually would not close,
many of the ultimate effects of the closure cannot be
determined at this time.

Some of the impact of the Base closure can be sepa-
rated from the effects of other variables on the performance
of the Amarillo economy since 1964. In general, the high
plains agricultural economy, of which the Amarillo economy
is a part, has stabilized in recent years, and growth,
while regular, has decreased in intensity. This is re-
flected in the slower rates of population growth of this
area. Decreases in the availability of underground water
for irrigation purposes partly explains this trend. More-
over, the relatively undeveloped tertiary industries of
the 1940s and 1950s increased in importance in the pre-
Announcement period and served to make the Amarillo economy
a more homogeneous entity. This process was largely com-
pleted by 1964. Hence, the slow rate of growth of the
Amarillo economy in the 1964-67 period was not atypical
of the regional economy of West Texas.
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However, certain effects of the anticipated Base
closure can be determined at this time. First, and most
important, thie Announcement seriously disrupted the real
estate and construction industries. Many construction
companies ceased to build houses; others built only on
a contract basis; few built houses priced at less than
$20,000.

The number of new houses under construction decreased
by approximately 75 per cent from 1964 to 1967, and the
value cf building permits for new residential construction
decreased by approximately 67 per cent. Moreover, realtors
expressed concern at the prospect of a near-collapse in
their industry. Two factors caused this concern: first,
the ten-fold increase in the number of F.H.A. foreclosures
from 1964 to 1967; second, the prospect of more than 500
high-quality "Capehart" houses being-placed on the market'
for sale when the Base finally cl:.ses.

Second, the Announcement generated a concerted and
united effort to find a source to replace the Base's income
contribut.. n to the local economy. This effort was only
momentarily interrupted by (a) an effort to convince
officials in the Department of Defense of the desirability
of keeping the Base open, (b) a brief period of indecision
on the part of city leaders, and (c) a period of study
designed to determine the most appropriate course to
follob.

Initially the strategy involved the search for aero-
space induslrjPs which would utilize the Base runways,
parking ramps, and hangars. To this end several commer-
cial airlines were considered, as well as companies engaged
in the construction of military and commercial aircraft and
parts. As an incentive, new terminal facilities and
access roadways at Amarillo Airport were promised. However,
these tactics were largely unsuccessful, partly due to the
uncertain status of the Base during much of the 1964-67
period.
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During 1967 tha strategy changed considerably. A con-
centrated effort was made to f.nd a tenant for the dormitories
and instructional buildings at the Base. Since Amarillo
College, a two-year institution, could not utilize the
facilities, discussions were inaugurated with Texas A & M
University to determine if it were feasible to establish a
technical training program at thu, Base. ICt now seems that
this approach will be successful if the Texas Legislature
will appropriate funds for the techri.ica, training institute's
operations.

Third, the Announcement has had little impact on the
i;Tgregate employment of the Amarillo economy, althouqh
some sectors have declin&e, ,;,,)olutely and relatively.
Employment has increased iit a rate of approximately 3 per
cent per year, and the unemployment rate has generally been
3 per cent or less. In pzart this can be explained by the
existence of part-time employment by Base personnel, and by
the employment of family members of Base personnel, which
now become available to permanent r'v3idents of Amarillo.
Included here are such diverse occupations as gas station
attendant, cook, practical nurse, cletk, and tt.acher.

The Economy Prior to Announcement

Amarillo, situated at the center of a regional trade
and marketing area and located on U.S. Highways 66 and 87,
grew substantially during the 1960-64 period. All major
economic indicators increase regularly during this period,
explained in part by the performance of the American economy
during the period, and explained in part by the increased
public expenditures.

Total employment increased by approximately 5.25 per
cent and the unemployment rate decreased from 5.2 per cent
to 3.7 per cent after reaching a peak of 6.4 per cent
early in 1961. The population and employment at Amarillo
AFB were relatively stable during the period, except for a
brief period i:" the latter part of 1963.

Construction activity contributed significantly to the
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expansion of the Amarillo economy, '.!ith residencial construc-
tion increasing slightly less than 12 per cent during the
period and mercantile construction increasing slightly more
than 12 per cent in terms of the value of building permits.
In addition, the activity in the banking community indicated
that the regional economy was expanding. Debits to bank
demand deposits increased by 44 per cent during the period--
a period of relatively stable prices.

The most significant aspect of Amarillo's growth during
the period is its regularity. Few of the indicators were
erratic. Most showed a persistent increase along a linear
trend. Industry was attracted during the period, and the
strategic location of the city allowed t:he business related
to tourist traffic to increase their employment and sales.

ECONOMIC PATTERNS: AGGREGATE MEASURES

Population increased continuously during this period,
with the most rapid growth occurring early in the period.
Of the two counties in the Amarillo SMSA, Randall County
(which includes the Southern portion of Amarillo and the
city of Canyon) grew substantially more rapidly than Potter
County (which includes most of the geographic area of Amarillo
and the Base). This growth is reflected in the rapid increase
in school enrollment, which increased by approximately 19 per
cent during the period, an annual rate of increase of approx-
imately 4.5 per cent. This growth was most notable in the
high school population, with the elemenLdry and junior high
school population increasing more slowly.

Moreover, the labor force increased steadily, employ-
ment increased steadily, and the number of unemployed
decreased during the period. Only in 1961 and 1962 did the
employment remain stationary. The economy reached a peak
in IV-60 with total "covered" employment of 54,030. In
1961 and 1962 employment remained approximately at 52,000
and did not recover to the previous peak until 11-63, when
employment was 54,130. At the end of 1964, employment had
increased to 54,800. The highest unemployment rate was 6.4
per cent 1-61, and the lowest unemployment rate was 3.3
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per cent 11-64. (See Table 1.)

There was considerable seasonal variation in the number
of unemployed, with peak unemployment occurring in the first
quarter of each year. Minimum unemployment occurred during
the fourth quarter of each year.

The regularity with which the Amarillo economy expanded
can be illustrated by an examination of the sales of the
utilities companies. For example, the number of electric
customers increased each year by approximately 1,600 during
the period. The percentage rate of increase varied between
+0.5 per cent and +1.5 per cent for all but one of the
quarters during this period.

Similarly, the percentage rate of increase in the number
of residential telephones in Amarillo varied between +0.5
per cent and +1.5 per cent for all but six of the quarters
during the period, and in four of these six quarters the rate
of increase was approximately +0.25 per cent. The total
number of telephones increased by approximately the same
rate: in all out two of the quarters the rate of increase
varied between +0.5 per cent and +1.5 per cent. With respect
to the number of active water meters, the rate of increase
was substantially the same: in only two of the quarters
was the rate of increase not within the rate of +0.5 per
cent to +1.5 per cent.

The ntu ber of active gas meters varied seasonally, the
cyclical pattern being for the number of meters to decrease
during the second quarter of each year, and to increase

,.,,during the remaining three quarters. When adjusted for
this seasonal variation, this rate of increase is the same
as for electric customers and probably 4.s indicative of the
rate of population increase in the city of Amarillo.

ECONOMIC PATTERNS : SECTORAL MEASURES

All revenue and expenditure categories in the budgetof the city of Amarillo increased from 1960 to 1964. Revenues

were divided into (a) property tax receipts, (b) all other
tax receipts, (c) profits from water and sewer operations,
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TABLE 1

EMPLOYMENT AND UNEMPLOYMENT,- AMARILLO LABOR
MARKET AREA, 1960-64

Total Non-Agricul- Unemployment
Period tural Employment Rate (per cent)

1960--I 52,070 5.2
-- II 53,000 3.9
-- III 53,500 3.4
-- IV 54,030 4.5

-1961-I 51,700 6.4
-- II 51,670 4.8
-- III 51,970 4.9
-- IV 52,270 4.9

1962--I 51,430 5.3
-- II 52,100 4.2
-- III 52,260 3.9
-- IV 52,630 3.7

1963--I 53,300 4.5
-- II 54,130 3.5
-- III 55,030 3.6
-- IV 54,870 3.6

1964--I 53,930 4.3
_-II 54,470 3.3
-- II 54,470 3.5

* -- IV 54,800 3.7

Source: Compiled from data provided by the Texas Employment
Commission.
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and (d) revenues from the use of money and property. Expend-
itures werL divided into (a) general government, (b) public
safety, (c) streets and highways, (d) sanitation, (e) health
and hospitals, (f) parks and recreation, and (g) public
library.

While the population of Amarillo was increasing at a
decreasing rate, the expenditires per capita were increasing.
This conclusion applies to certain of the "luxury" expendi-
tures such as lbraries, as well as to other, more routine
types of expenditure.

Property tax receipts increased by 30 per cent during
the period--(with a constant tax rate) an average annual
rate of increase of approximately 7 per cent. All other
tax receipts increased at approximately the same rate.
Profits from water and sewer operations more than doubled
during the period, and revenues from the use of money and
property increased by more than 40 per cent.

Expenditures for sanitation increased at approximately
the same as did the population. Expenditures for the public
library (numerically the smallest category) increased by more
than 60 per cent during the period. Expenditures for general
government increased by 21 per cent during the period, while
expenditures for public safety increased by 26 per cent. For
streets and highways and for health and hospitals, the rates
of increase were, respectively, 32 per cent and 33 per cent.
For parks and recreation, the rate of increase was 20 per
cent.

Generally, the increastis were regular and persistent.
Most of the categories increased at a rate substantially in
excess of the rate of population growth.

The pattern of population growth was evidenced by the
rate of increase of students in the Amarillo Independent
School District. Overall, the increase was 19.4 per cent
during the period. For the elementary and junior high
schools the rate of increase was approximately 13 per cent,
whereas for the high schools the rate of increase was 47.8
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per cent. For the systems as a whole, the rate of increase
was regular, but for the high schools rapid increases were
experienced in the 1962-63 and 1963-64 school years.

Since the number of firms, level of employment, and
wages paid in Potter County are, respectively, 7.9 times as
large, 12.1 times as large, and 13.4 times as large, as for
Randall County and since the number of two-digit SIC indus-
tries in Potter County is 48, while for Randall County it
is 17; the following analysis which will relate only to
Potter County covers most of the SMSA. 1 It is expected that
the results would be substantially the same if both counties
were examined.

In terms of employment, three of the industries suffered
decreases: Crude Petroleum and Natural Gas, Retail Trade,
Food and Wholesale Trade. The most rapidly growing industry
was Retail Trade: General Merchandise.

In terms of wages paid, all of the industries grew during
the period. The most rapidly growing industries were Retail
Trade: General Merchandise and Motor Freight Transportation
and Warehousing. The slowest growing were the two industries
which suffered the greatest decrease in employment: Crude
Petroleum and Natural Gas and Retail Trade. The overall
pattern is illustrated in Table 2.

Growth was somewhat erratic, with only two industries
suffering no decrease in wages paid in any year and with no
industries experiencing increases in employment each year.

1. Since the Texas Employment Commission includes in

S" the SIC two-digit breakdown only those employers with four or

more employees for at least 20 weeks per year, and since the
T.E.C. classifies as "other industries" those industry groups
with fewer than four firms, it was possible to obtain com-
plete series for only eight industries in Randall County. In
many instances, no comparison could be made between these
industries and their counterparts in Potter County.
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TABLE 2

EMPLOYMENT AND WAGES PAID, TEN LARGEST INDUSTRIES,
POTTER COUNTY, 1960 AND 1964 (FIRST QUARTER)

Employment -Wages Paid ($1,000) -

Change Change
(per (per

Industry* 1960 1964 cent) 1960 _1964 cent)

SIC 13 1,126 944 -16.2 $1,846.8 $1,866.1 1.0
SIC 17 972 1,086 11.7 1,061.6 1,346.0 26.7
SIC 20 1,084 1,100 1.5 1,412.1 1,574.1 11.5
SIC 42 1,049 1,253 19.4 1,277.8 1,810.1 41.6
SIC 48 813 891 9.6 968.2 1,306.4 34.9
SIC 50 4,391 4,301 -2.0 5,466.6 5,986.8 9.5
SIC 53 1,254 1,562 24.6 934.0 1,363.0 45.9
SIC 54 944 841 -10.6 688.2 716.4 4.1
SIC 53 1,189 1,223 2.8 1,364.4 1,689.7 23.9
SIC 58 1,369 1,557 13.7 618.4 786.7 27.3

*SIC 13 Crude Petroleum and Natural Gas
SIC 17 Special Trade Construction
SIC 20 Food and Kindred Products
SIC 42 Motor Freight Transportation and Warehousing
SIC 48 Communications
SIC 50 Wholesale Trade
SIC 53 Retail Trade: General Merchandise
SIC 54 Retail Trade: Food
SIC 55 Auto Dealers and Service Stations
SIC 58 Retail Trade: Eating and Drinking Establishments

Source: Compiled from data provided by the Texas Employment
Commission.
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Perhaps this is explained in part by the method of report-
ing by the Texas Employment Commission. Data were reported
only for the first quarter of each year during this period.
Beginning with 1966, however, data were reported for each
quarter.

The housing industry experienced an expansion from 1960
through 1963, with the value of building permits for new
residential construction increasing from $20.132 million to
$26.840 million, an increase of 33.3 per cent during this
three-year period. The value of permits issued decreased in
1964 to $22.476 million--a decrease of 16.1 per cent from
1963 to 1964. For the period of 1960-64 as a whole, the
value of permits increased by 11.6 per cent. The value of
building permits for alterations to residences decreased by
11.2 per cent from 1960 to 1961 but remained approximately
the same from 1961 to 1964.t

Regarding the sale of existing houses, the number of
houses for sale and occupied remained constant during the
period, while the number of houses for sale and vacant
decreased substantially. New house construction remained
constant, and the number of FHA foreclosures was only 63
for the entire period.

THE MILITARY INSTALLATION

Military activity on the Base was stable during the
1960 to 1964 period. Maximum Base population was approxi-
mately 15,900 in 111-63. Minimum Base population was approxi-
mately 12,250 in 111-64. Civilian permanent party personnel
fluctuated between 1 450 and 1,600 during the period, and
military permanent party personnel varied between 3,700 and
4,100 during the period. The number of students at the Base
varied between 5,200 and 5,700 during the period.

At the time of the announced closure of the Base, total
Base population was 13,120, with 5,105 students (4,025 students

engaged in Basic Military Training, and 1,080 students assigned
to the 2320th Technical Training Wing for aircraft mechanic
or aircraft-missile specialist training), 2,708 tenants, and
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5,307 permanent party personnel, of whom 1,602 were civilian
(1,574 or 98 per cent of these were career or career-conditional ,
personnel) and 3,705 were military (380 officers and 3,325
airmen).

There were no significant activity variations. Activity
was routine7 Base population was relatively constant, and
the installation had become an integral part of the Amarillo
economy since its reactivation in 1951.

In terms of impact on the local economy, it can be said
that Amarillo relied on Base personnel and their families
to occupy second jobs, to occupy certain technical positions
(e.g., teacher, nurse), to fill and contribute to church
congregations, and, through the Base band, to render public
service. In addition, Federal impacted-area funds were re-
ceived by area school districts, and several housing additions
were constructed.

Discounting the impact on the local economy of the
student population, which spent perhaps only 20 per cent of
income locally as contrasted to the 60 per cent of income
spent by "'enants and permanent party personnel, the Base
contributed to the local economy to the extent of an industry
with an employment of approximately 7,000 to 8,000 persons.
Considering all income payments and local purchases, it is
estimated that the Base contributed $60 million annually to
the income of the Amarillo economy.

CONCLUSIONS:

As indicated earlier, the Amarillo economy grew substan- .
tially in this period. Population growth was reflected in the
trend of customers of water, electricity, gas, and telephone
companies and in the growth of school population. Confidence
in the local economy by the business community was reflected
In the growth of the construction industry. The increase

in bank debits indicated that the volume of trade in the
Amarillo regional economy had increased substantially. Op-
timism on the part of the population was expressed by the
extremely low rate of foreclosure on FHA-approved houses and
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by the rate of construction of new houses (gene_'ally occupied
soon after completion). And, the officials of the city of
Amarillo cortinued to spend more per capita for public
facilities and services.

The Economy After Announcement

ECOiUOMIC PATTERNS: AGGREGATE MEASURES

The population of the Amarillo SMSA has decreased each
year since the Announcement of the Base closure. While the
population of Randall County increased, the population of
Potter County decreased by a larger amount. In total, from
1964 to 1967 the population decreased by a total of 2.2
per cent. For each year in the period the population decrease
was small, but it was regular. (See Table 3.) This pattern
follows those of other West Texas metropolitan areas, howev-r,
and it cannot be determined with certainty that the Base
closure has been directly responsible. The most recent esti-
mates of long-run population change for the State of Texas
indicate that this part of the State will experience extremely
slow growth.

With regard to the Amarillo Independent School District,
the conclusion is basically the same. From September of
1964 to September of 1967, the total school enrollment
decreased from 31,915 to 31,661--a decrease of 0.8 per cent.
However, this figure understates the impact, since the peak
enrollment for the district occurred in September of 1966,
when 32,221 students were enrolled. In the past year the
number of students has decreased by 560, a 1.7 per cent
decrease. This decrease occurrej only in the elementary
grades, in which the number enrolled decreased from 18,179
in September of 1964 to 17,081 in, September of 1967. This
is a 6.0 per cen* decrease.

Wh.le population and school "nrollment have decreased in
the post-Announcement period, this tendency has not been
apparent in the labor market. The number of persons employed
increased from 54,570 in the third quarter of 1964 to 59,630
in IV-67, an increase of 9.5 per cent. In addition, employ-
ment increased by 610 persons per quarter in this period,
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TABLE 3

ESTIMATED POPULATION, AMARILLO S.M.S.A.,
1960-67

Potter Randall Change
Year Company Company Total (per cent)

1960 115,580 33,913 149,493

1961 121,934 38,809 160,743 7.5

1962 121,846 41,430 163,276 1.6

1963 121,875 44,741 166,616 2.0

1964 122,497 48,585 171,082 2.7

1965 119,778 50,164 169,942 -0.7

1966 114,605 54,922 169,527 -0.2

1967 109,324 57,999 167,323 -1.3

Source: Computed from data provided by the Population
Research Center, The University of Texas. Data are
compiled as of April 1, of each year.
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compared to an average increase of 135 persons per quarter
in the pre-Announcement period. Moreover, while the seasonal
pattern of unemployment continued, the total number of unem-
ployed remained relatively constant, only increasing by 100
persons. (See Table 4.)

The unemployment rate continued to decrease and in six
of the twelve quarters since the Announcement of the closure
of the Base, was 3 per cent or less. This reflects the
"tight" nature of the Amarillo labor market. In fact, the
total employment increased in all but one of the quarters
since the Announcement of the closure (the decrease occurring
in 1-64).

The utility activity is indicative of the declining
population of the SMSA area and is indicative of the declining
rate of growth of the city of Amarillo. For example, whereas
the rate of increase of electric customers for the 1960-64
period was approximately 400 per quarter, from 111-64 to II-67
the rate of increase was only 45 per quarter. And, in 111-67
and IV-67 the number of customers decreased by 144 and 484,
respectively. For the period from September of 1964 to
December of 1967, the number of electric customers decreased
by 129--a decrease of 0.3 per cent.

With regard to the number of telephones installed in
the city of Amarillo, the total number increased slowly until
IV-66. In 1967 the number remained constant. The number of
residential telephones actually decreased slightly, being
offset by a small increase in the number of business telephones.
Moreover, this pattern was similar for gas and water customers.

General business conditions, as measured by debits to
bank demand deposits, improved gradually during 1965, slumped
during 1966, and remained relatively constant during 1967.
For the post-Announcement period, as contrasted with the
pre-Announcement period, the total growth was less than one-
half as great. The trend for bank debits is upward, but at
a slower rate than during the previous period.

- 189 -

ý,.iL ~ A



j•c C" . .. ~..5 / • -<• ' r

S' .. ," C. CACDA/E- 90

TABLE 4

EMPLOYMENT AND UNEMPLOYMENT, AMARILLO LABOR
MARKET AREA, 1964-67

Total Non-Agricultural Unemployment Rate
Period Empl oyment (per cent)

1964--IV 54,800 3.7

1965--I 54,200 .4.8

-- II 54,730 3.7

-- _II 55,670 3.4

-- IV 55,700 3.0

1966--I 55,700 3.8

-- II 57,670 2.7

-- III 58,500 2.8

-- IV 59,070 2.7

1967--I 59,770 3.3

"-II 60,030 2.9

-- III 60,570 3.0

-- IV 59,630 3.3

Source: Compiled from data prnvided by the Texas Employment
Commis s ion.
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ECONOMIC PATTERNS: SECTORAL MEAUSURES

From the time of the Announcement of the Base closure
to 1X1-67 (the latest period for which disaggregated data
are available), the total covered employment increased, but
this increase was not distributed evenly. However, the
industries which suffered decreases in employment in the
1960-64 period continued to experience decreases in the
post-Announcement period: Crude Petroleum and Natural Gas,
Wholesale Trade, and Retail Trade: Food. (See Table 5.)

The most rapidly growing industries continued to expand
during the recent period. The industry of Retail Trade:
Eating and Drinking Establishments grew most rapidly. Other
rapidly growing industries were Special Trade Construction,
Motor Freight Transportation and Warehousing, and Retail
Trade: General Merchandise.

It is significant that the largest industry (in terms
of employment, more than three times as large as the next
largest industry) has suffered continuous decreases in
employment and recently has suffered decreases in wages
paid. This is the Wholesale Trade industry. This indicates
the general decline of the regional area as well as the
decline of the Amarillo area.

The Announcement of the impending closure of the Base
caused a severe contraction in the construction industry,
particularly in the housing industry. The value of building
permits for new residential construction decreased from
$22.476 million in 1964 to $11.34.7 million in 1965, to
$7.680 million in 1966, and to $7.441 million in 1967.
This represents a decrease of 66.9 per cent frbm 1964 to
1967. Moreover, the value of building permits for residen-
tial alterations decreased from $1.403 million in 1964 to
$1.007 million in 1967--a decrease of 28.2 per cent. This
effect was slightly offset by the 5.9 per cent increase in
mercantile building permits. However, one can discount this
somewhat, since it is probable that not all of the construction
actually occurred for which permits were obtained.
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Also symptomatic of the depressed condition of the hous-
ing industry was the rapid increase in FHA foreclosures.
(See Table 6.) The most recent survey conducted by the
Federal Housing Administration indicated that between
August of 1966 and August of 1967 there were 638 foreclosures--
ten times the number that occurred during all of 1962, 1963,
and 1964. This reflects a trend which began immediately after
the Announcement of the Base closure. Similar trends are
evident in new house construction and in houses for sale.

In spite of the unsettled atmcsphere created by the
Base closure, the failure of the city to attract industry
for re-use of Base facilities, and the depressed condition
of the construction industry, the receipts and expenditures
of the city of Amarillo continued to increase and to increase
even more when considered on a per capita basis. For example,
per capita receipts in fiscal 1967 were $70.52, compared with
per capita receipts in fiscal 1965 of $66.56 and in fiscal
1960 of $50.82. in general, the receipts and expenditure
pattern for the city of Amarillo did not resemble that for
a city plagued with the loss (permanently) of a major source
of income. (See Table 7 for detail.)

ECONOMIC EFFECTS OF CLOSURE

Statements regarding the effects of the closure of the
Rare are diff.:ult to make, since at the present time there
,:re still more than 8,100 persons at the Base. At the time
of the Announcement there were approximately 13,120 persons
at the Base, of whom 5,300 were permanent party personnel,
5,100 were students, and 2,700 were tenants. During 1965 the
population of the Base decreased, but, with the troop build-
up in Vietnam beginning in that year, the Base population
swelled to a maximum of 19,300 in 11-66, with a maximum of
11,700 students. Most of this increase was in students and
support personnel for technical training.

At the beginning of 1967 there were still 17,000 persons
at the Base, and at the end of 1-67 there were approximately
14,640 persons, of whom 7,300 were students, 5,800 were perma-
nent party personnel, and 1,500 were tenants. For IV-67 there
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were still almost 10,000 persons at the Base (9,700). Hence,
it is difficult to assess the impact of the closing of the
Base at this time.

Current plans call for the basic :raining capacity to be
transferred by the end of 1968 and f!r the technical training
capacity to be transferred by June of 1968. The last of the
B-52x of the Strategic Air Command left the Base in March of
1968, reducing the number of teriants from 1,200 to 400, most
of whom will be gone this year. The Base should be transferred
to a 200-man care-taker force early in January of 1969.

The pattern of employment in the Amarillo area remains
much the same as in 1964. The affluence of the economy is
indicated by the rapid increase in the activity of the eating
and drinking establishments. The caution )f the business
community is indicated by the decrease in construction. '-How- "
ever, the population stability is not indicative of the Base
closure, but rather of the general decline in relative impor-
tance of West Texas economy.

However, one can obtain a general impression of the
change in the Amarillo economy by comparing the trend of
utility customers before and after the Announcement. The
increase in electric customers was approximately 407 per
quarter, with a base of more than 42,000 from 1960 to 111-64.
The increase in electric customers from IV-64 to IV-67 was
approximately 11 per quarter--only one-fortieth of the pre-
Announcement growth rate.

Similar results were obtained when the trend of gas
company accounts was determined for the pre-Announcement
and post Annuuncement periods. The increase was 416 per
quarter in the former period, compared with an increase
of only eight per quarter in the latter period--only one-
fiftieth of the pre-Announcement growth rate.

THE MILITARY INSTALLATION

THE CLOSURE PATTERN

The most marked characteristics of the closure pattern
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of Amarillo AFB have been the extensions of close-out dates
and the addition of new responsibilities and personnel to
the Base during much of the time since November 1964. There-
fore, this report does not cover the entire close-out period,
because the date when the Base will be fully closed is now
fixed as December 31, 1968.

On November 19, 1964 Amarillo Mayor F. V. Wallace (since
defeated for reelection), selected city officials, and repre-
sentatives of Base employee organizations were informed of
the Announcement of the closure. On November 19, 1964 there
were approximately 12,200 personnel assigned to the Base.
The direct economic impact of the Base upon the Amarillo
SMSA at time of closure Announcement was more than $60
million annually.

There was little change in Base personnel strength
during the remainder of 1964 following the closure Announcement.
Directives were received by the Base to put a freeze upon
all new military construction programs and upon tie hiring of
permanent Wage Board personnel. Temporary Wage Board personnel
were only to be hired where absolutely required. The expecta-
tion was that the Base would soon commence an orderly reduc-
tion of its activities.

In the early months of 1965 conferences were held with
personnel from other Air Force Bases regarding the transfer-
ring of Amarillo AFB training activities elsewhere. It was
not until June 4, 1965 that Headquarters Air Training Command
provided authorization for the first movement of an Amarillo
AFB function. This was the ABR43131C Jet Aircraft Mechanic
Course which commenced moving to Sheppard AFB on June. 23, 1965.
This move was completed by October 1965.

A USAF-approved plan was received by the Base in July
1965 which projected the future phase-out stages for the Base. 4
This was ATC Programming Plan 205-65, dated June 1, 1965.
On October 5, 1965 the Base made public the projected closure
pattern contained in the plan so that interested parties could
make appropriate plans. In practice this plan, which called j
for a June 30, 1968 final close-out date has been substantially

-198-

44



modified. During 1965 the Base strength decreased to 10,240.

In 1966 substantial changes were made in the phase-.out
schedule. Because Base programs were retained and because
new airmen were transferred from Lackland AFB for basic
training at Amarillo AFB, the Base strength increased to
19,200. In addition, the number of students receiving tech-
nical training increased by 4,000. This figure represented
the most personnel assigned to the Base for any period since
it was reopened in 1951 during the Korean Conflict. Not
only did the shift in programming throw the proposed close-
out plan out of phase, it suggested to many Amarillo citizens
that perhaps the Base would not be closed. The increasing
intensity of the Vietnamese War seemed to point toward the
same conclusion. A revised phase-out schedule was adopted
in 1967 and has been modified most recently on May 8, 1968.
The result was that by the end of the year the Base strength
was down to 9,700.

The year 1968 began in what has become the normal phase-
out pattern for Amarillo AFB, that is to say, some of the pro-
jected phase-out plans were implemented and others were
scrapped as functions were extended. On January 21, 1968 the
last B-52's of the Strategic Air Command's 261st Bomb Wing
flew from the Base. By March 31, 1968 the remainder of the
SAC personnel had left. Their departure dropped the Base
personnel strength to approximately 8,100. On January 19,
1968 an order from the Secretary of the Air Force directed
Amarillo AFB to extend its operation to December 31, 1968.
The activities involved in the extension are the basic training
function, 3,030 basic trainees, and the Personnel and Administra-

* • tion training courses, 1,300 students. Some 3,500 support
personnel will remain on the Base to service these activities.
The cause given for the extension by AF spokesmen is that
facilities which were to be ready to receive the personnel
from Amarillo AeB have not been completed at Lackland AFB due
to a freeze on Foderal construction.

TRANSFER OF FACILITIES TO OTHER USES

Before describing the uses to which various sections of
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the Base have been put and the plans for utilization of

other portions, a general description of the six different
areas of the Base should be made.

1. The "airport" section of the Base consists of the
active runway, which is in excess of 12,000 feet and con-
structed to support the heaviest aircraft possessed by the
United States; secondary runways and parking ramps; hangars
and maintenance/storage facilities; POL facilities; and
the tower and navigational aid equipment. The primary use
for this area was in support of the SAC bombers formerly
based at AAFB.

2. A special warehouse and unloading area is suitable
for handling high explosives and other materials required
by the AEC operation at the nearby Pantex Ordnance Plant.
These facilities can service large aircraft such as the
C-124 and C-130 or heavier planes.

3. The training, support, and living area (for un-
married personnel or those without their families) includes
administrative offices, Base hospital, educational buildings,
dining halls, recreation facilities, dormitories, and asso-
ciated maintenance/storage/hneating facilities. This area
of the Base is primarily utilized by the Air Training Command
in the operation of various educational and training functions.

4. The Capehart Housing area, which contains 507 units,
is utilized by military families associated with the various
activities of the Base.

5. A golf course is included in the Base property.,,,

6. Facilities associated with the 688th AC&W Squadron
comprise the last area. This unit operates certain radar,
communication, and navigational equipment.

"Airpe -.':" Area

According to present plans, the "airport" area of the
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Base will become the possession of the City of Amarillo at
no cost in October 1968.1

According to current plans the City of Amarillo will build
a $3.2 million air terminal to replace the outdated commerciu'.
facilities which are located to give access to the Base's
active runway. An airport consulting firm has been retained
by the City to draw up a "master airport plan", and the Texas
Highway Commission has been approached concerning the con-
struction of an access road to the location of the new terminal
facilities. Funds for the Amarillo Air Terminal have not yet
been secured.

The economic worth to be generated by the proposed
Amarillo Air Terminal cannot be predicted with any degree of
certainty at this time. Much depends upon the development
of the Supersonic Transport and the "Jumbo" jets and whether
the Amarillo Airport is utilized to accomodate such aircraft
in large numbers. The unusually long and heavy duty active
runway would facilitate such usages.

AEC Area

The AEC has requested that the special warehouse and
unloading facilities used in connection with operations of
the Partex Ordnance plant continue in operation after the
Base cleses. This portion of the Base will be screened off
from the other areas by security fencing.

Training, Support, and Living Area

After several years of fruitless contacts with prospec-
tive users of this portion of the Base and of the "airport"
area, success was finally achieved early in 1968. Negotiation
with the Bell Helicopter Co. of Fort Worth (a subsidiary of

1. The Strategic Air Command will retain the right to
park bombers at the Amarillo Airport for short periods of
time.

- 2)1 -

C j



'`ACDA/E-ý90

Trextron, Inc.) began the first of the year and culminated
six weeks later with the announcement that Bell would commence
a helicopter repair and modification operation on the Base.
The helicopters undergoing repairs and modifications are from
Viet Nam. Early in 1968 Bell took possession, under lease
from the City, of Hangars No. 4000 and 5000, Headquarters
Building 5105, Training Building 2206 and Steam Cleaning
Building 2105 (this area is partly in the airport section
and partly in the Training, Support and Living area). In
April, Bell took over Hangar No. 3000 and the Flight Line
Snack Bar No. 400. In May, Hangar No. 6000 was turned over
to Bell. By the end of the year the helicopter firm expects
to utilize some 600,000 square feet of space. The employment
plan initiated by the company calls for 500 to be employed by
June 1, 1968, with 1,000 by the end of 1968. Bell officials
estimate that the payroll of the 1,000 man force will run
between $7-8 million annually. Of this work force only 30
to 40, including the.plant manager, will be transferred from
Fort Worth. The rest will be local hires or people moving in
from the surrounding area. The Texas Employment Commission
reported that in one day, shortly after the Bell announcement,
750 applications for jobs at the helicopter plant were received.
Many were from individuals living elsewhere in the Texas
Panhandle and in New Mexico and Oklahoma.

The locating of the Bell operation at the Amarillo AFB
resulted from a contact initiated by Bell officials who
read a brochure telling of the opportunities to be available
at the Base. The Chairman of the Base Use Committee of che
Chamber of Coimmerce and his committee handled much of the
negotiations.

News of the Bell announcement was enthu!3iastically
welcomedýin Amarillo. However, officials of the Base Closure
Office doubt that the operation will substantially replace
Amarillo AFB as a source of income for the ecmnomy, indicating
that the employment at Bell will be only a small fraction of
the Base employment.

Initially the damaged helicopters, primarily UH-ID
utility troop carriers and UH-lB "gunships" will be trucked
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to Amarillo from Fort Worth. Later they will be delivered by
military aircraft. The work thus generated is expected, accord-
ing to Bell officials, to require all types of licensed
aircraft skills, plus machine shop workers, welders, and platers.
Whether or not the Bell operation will extend past the conclu-
sion of the Viet Nam War is not known at this time. Of course,
if it does not, then the Bell activity will constitute only
a short-lived ccmpensation to the Base closing, and one
which would in turn need to be offset later.

An as yet untested aspect of the Bell repair facility is
the prospect that a technical training school proposed for
location at Amarillo AFB will train individuals for the type
of employment available in the helicopter plant.

Very early in the history of the Amarillo closure the
idea of using portions of the vacated Base for vocational
education activities was considered. The first time on
record was January 6, 1965 when a delegation of five Amarillo
citizens, headed by Mayor F. V. Wallace, talked with Governor
John Connally in Austin. The Governor suggested a vocational
college to provide technical training for both youths and
adults who had been displaced by automation. Later, on -

January 13, 1965, at a meeting of the Board of City Develop-
ment, a discussion was held with local educators about the
educational uses to which the Base might be put. According
to a chronology of major events kept by the Base Closure
Office no recommendations were made then. -

The prototype for the envisioned Mid Continent Technical

Training School is the James Connally Technical Training
Institute, located on the site of James Connally AFB in Waco,
Texas. That facility is administered, is would be the school
in Amarillo, by Texas A & M University. During the course

P of the discussions concerning the development of a technical --

training school on the Base, City officials have been in
frequent contact with individuals responsible for the Waco
facility. The A & M Regents have submitted to the Governor
a feasibility study recnmmending the establishment of the
Amarillo training facility. The study suggests $1.3 million ...

in State funding would be required to establish the school
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and operate it for the first year. This amount is in addition
to that needed to acquire the necessary Base property. A & M
officials have suggested that the City of Amarillo initially
contribute $150,000 to the project. It should be noted that
the City has earmarked $280,000 for general conversion of
the Base to commercial purposes and to the promotion of a
monument to the helium. industry. Although the feasibility
study is in the Governor's hands and has been commented upon
approvingly by the State Senate Chairman of the Committee on
Vocationail Education, the Texas Legislature will not have
the chance to act upon it until the 1969 session, unless it
is discussed at a special session in June of 1968. -

In the interim period what has been described as a . -

"mobile laboratory training center" will offer several
courses compatible to the new Bell facility and to other
aviation industries in Texas. The center, actually a pilot
project, consisting of two or three 20-student courses and -

three Instructors from Waco, will begin in June of 1968.
This operation will be conducted in Building 7105, which has
20,000 square feet and 16 laboratory areas. The City of
Amarillo has agreed to pay for the building's utilities and
janitorial service. Students will be charged $50 a term for .. •
the four-five month long .-.ourses, the same fee as is charged
elsewhere in Texas for comparable education. The extension
of Base operation- six .nonths beyond the original phase-out
date of July 1, 1968 will n-ot cause any changes in the plans
for the technical trainin school.

Backers of the proposed school. are aware that while
Panhandle and West Texas members of the Texas Legislature are
favorably inclined toward the school, their votes alone will
not be sufficient to obtain approval of the enterprise. There-
fore, regardless of the attitude of the City of ;Amarillo and
the helpfulness of the Air Force, the fate of the school is
largely in the hands of the Texas Legislature.

If the Legislature is cooperative, 2,100 acres of vaca-
ted Base property will go to the technical training school.
Major training items which are bought from the Air Force
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include several jet aircraft and a numbc- of jet engines.
According to Texas A & M officials, tho school could commence
operations within 90 days of its authov:ization by the Legis-
lature. Projected enrollment is given by A & M officials -

as 2,000. It is hoped that location of the training school
at Amarillo will facilitate the attraction of additional
aviation and other industrial firms to the area. Graduates
of the school would possess skills which axe in demand nation-
ally.

Capehart Housing Area

To date the most troublesome aspect of Base utilization,
one not yet resolved, is the 507 unit Capehart Housing com- --

ponent. With approximately 12 per cent or 4,774 of the
housing units in Amarillo now vacant (including mobile homes
and apartments), property owners and real estate interests
have been fearful that the release of the Capehart housing
would further damage the market. With this view in mind and
with no particular use proposed for the Capehart Housing,
the Government will retain them until such a time as their
release would have a less harmful effect on the market.
According to a Department of Defense official, the City of
Amarillo will be responsible for maintenance of the units
and the Government will have responsibility for the mortgages.
At some later date the Capehart units will be sold to the
highest bidder. Of course if the Bell Helicopter Plant
expands, if the technical training school grows, and if
additional industry locates on the Base, demand may develop
for the Capehart units by people employed on the vacated
Base. In addition, Public Law 89-754 (Section 1013) allows
the federal government to purchase the houses of those
persons whose jobs were ended by the closure.

Golf Course

Plans are for the eighteen hole golf course to be leased,
initially, by the City of Amarillo and administrated by the
Parks and Recreation Department as a public course on October
1, 1968. The proposed arrangements are for the Air Force to
guarantee to reimburse the City for any losses the latter
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incurs while operating the course.

688th AC&W Site

The navigational and communication responsibilities of
this unit close on September 1, 1968. Disposition of the
equipment and site of the 668th AC&W Squadron has not been
determined.

INDUSTRIAL AND COMMERCIAL DEVELOPMENTS

A central point which must be made in regard :o businesses
and commercial activity after the closure Announcement is
that some events set in motion prior to the closure news
continued during the phase-out, it will provide more in the

.years ahead. Such events are discussed in the-following
paragraphs.

Amarillo Medical Center

One of the most far-reaching developments, in economic
terms, which began before the closure Announcement is the
construction of the Amarillo Medical Center. This complex
is located upon 415 acres at the western edge of the city.

During the period for which data are presented in t.'.is
study, the Amarillo Medical Center, with the exception of
the Veterans Administration Hospital, was under construction.
The greatest economic impact of the center, influx of staff
and support personnel, patients and their Zanilies, will occur
after the conclusion of this study.

Civic Center'

A second large construction project, also begun before
the Base closure Announcement, is the Civic Center complex
located at the eastern edge of the central business district.
The complex consists of a $3.5 million unit comprising an
auditorium, coliseum, plaza, and enclosed exhibition hall,
and a nearby city hall. The latter is complete and the
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former is nearing completion. As was the case with the
Amarillo Medical Center, the Civic Center generated con-
struction employment during the period of the study but
the primary economic benefits will not be observed until
after the study is completed.

Traffic Artery System

Two other major construction projects begun before the .
closure Announcement, which are now finished, are the high-
speed trafficways in the city and interstate Highway 40.
The latter will raplace the old Highway 66. While both
traffic projects contributed to construction employment
during part of the study, the Interstate 40 development
is something of a mixed blessing. The problem is that
the new highway is causing less use to be made of several
miles of eating establishments, automobile service facili-
ties, and motels, which extend along the Highway 66 route.
On the positive side, the completion of Interstate 40 has
started to contribute to a new motel/automobile service
area. For example, a 120 unit motel and 165 seat restaurant
are nearing completion on a seven acre site within the city
along the new rouite. The facility, to be operated by the
Howard Johnson firm, is a $1.4 million dollar project being
built by Western Builders of Amarillo.

Sanford Dam and Lake Meredith National Recreation Area

Begun long before the closuze Announcement by the Corps
of Engineers, Lake Meredith will undoubtedly draw thousands
to the Amarillo area. The lake is the largest body of water
in West Texas, Eastern New Mexico, Southeastern Colorado,
Western Kansas, and Western Oklahoma--a region noted for its
scarcity of recreational water resources. Lake Meredith is
a twenty mile long body of water located forty-five miles
northeast of Amarillo. Although the dam and lake are complete,
work remains on developing the area for full recreational use.
National Park Service estimates have been quoted by the
Amarillo Chamber of Commerce to the effect that Che Lake
Meredith National Recreation Area may generate in excess of
$15 million annually, when all facilities are completed.
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: Palo Duro State Park .-_

f
SThis State park, located a few miles south of Amarillo,
Shas been in existence for a number of years. H owever, during
Sthe period of the study the Canyon Pioneer Amphitheatre •,as

constructed, in which evening performances are held during
the summer months. Further improvements in the park's
facilities, costing $542,988, are planned.

Institutions of Hiqher Learning ....

Expansion of two area institutions of higher learning -_-7,.-•
continued during the period of the study. At Amarillo ---
College the enrollment increased from 1 563 in 1960-61 to •--•
2,962 in 1966-67, while the faculty increased from 65 to 112. •.,/•
At West Texas State University (Canyon) the number of students o . • -•- ....

-' • • <, " increased from 2,205 in 1960-61 to 6,100 in 1966-67, and the p...

faculty increased from 155 to 276.

Southwestern Public Service Company and Bank of the . ....
Southwest Expans ion .....

At the time of the closure Announcement the Southwestern
Public Service Company had made plans for the expansion of -"
its electric generatiDg capacity. No changes were made
because of the Announcement, and the expansion took place
during the period of the report. In general, the view of ,_
business leaders was that whatever was being planned should
be built, since after a business dip following closure the
expectation was for Amarillo to resume its steady economic
progress.

Levi Strauss and Pantex Plants

The Levi Strauss Corn;any, manufacturer of Levi clothing,
opened a new plant in Amarillo. The firm employs approxi-
mately 600 persons. In 1966 th': Atomic Energy Commission
transferred a number of employees from a San Antonio facility
to the Pantex Ordnance Plant a few miles northeast of Amarillo.
The exact number of individuals involved in the transfer is
not known due to the classified nature of the work done at
the plant.
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West Amarillo Industrial Park

in 1967 announcement was made of the development of a
200 acre industrial site. Utilities at the site were in-
stalled in 1967 and a spur line of the Fort Worth and Denver
Railroad is planned. No buildings were constructed on the
site during the study period. -L

Western Plaza Shopping Center

This shopping center, w;,ich provides employment for
approxiimately 700 individuals, was completed iuring the
study period.

Recent Developments

Construction for a $45 million chemical plant began in
1967, and work began on a $3 million meat packing plant at
the end of the year. -*

Early in 1968, after data collection had been completed,
the Amarillo Chamber of Commerce announced the creation of
a new project termed "Forward Amarillo". Although not a
business in the strict sense of the term, it is an activity
which may have an impact upon Amarillo's employment. The
announced goals of the project are to recruit, train, and ,. -

place in gainful employment the city's disadvantaged citizens.
In a statement characteristic of the Amarillo leadership,
the Chairman of "Forward Amarillo" emphasized that the pro-
gram will not have ties with any government and will therefore
not be distributing tax dallars to the needy. Instead the
project will be a local matter designed to prepare people to
assume jobs for which they have been trained. The philosophy
suggested by the rationale for "Forward Amarillo" indicates
why no large scale Federal programs are to be found in the
offset activities of the City of Amarillo.

Two types of business activity were lost during or just
prior to the Base closure period. In the latter condition
were several oil companies which closed out offices in Amarillo
as they consolidated their staffs elsewhere. These actions
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were in no way related to the Base closure. The other
businesses which were adversely affected were the small
beer halls, hamburger cafes, and dance halls which were
to be found on either side of Highway 66 in eastern Amarillo.
Such establishments did not exceed thirty in number and
rarely had more than five or six employees. Their decline
is in part a result of the Base closure, but also a function
of the transient nature of the businesses themselves and
the result of the decreased traffic on Highway 66 due to the
opening of route 40.

Conclus ion

ANALYSIS OF COMMUNITY REACTION TO CLOSURE

USE OF LEAD TIME

An analysis of the use of lead time must begin by mention-
ing that any advantage so outained was partially diminished
because of the indefinite ciA'racter of the final phase-out
date. Knowing that a base will at some point close is useful
in order to commence planning for meeting the situation, but ; ..
until a definite date is established and a phase-out schedule
adhered to, it is difficult to conclude agreements with
organizations for base utilization. This point was universally
stressed by individuals who were interviewed in the Amarillo
"study.

Amarillo's response to the Base closure Announcement o-
November 19, 1964 was rapid. A week later Mayor F. V. Wallace
created the Board of City Development and merged that group
with another City organization, the Airport Board. From that
point until his defeat in the spring of 1967 Mayor Wallace,'
acting personally, with the Board of City Development (BCD),
and in cooperation with the Chamber of Commerce, exercised a
heavy influece upon Amarillo's planning for Base closure.
At first some effort was devoted by Wallace and his associates
in an unsuccessful attempt to convince the Department of
Defense to retain the Bass in active status. At the first
meeting between the BCD and Base officials the matter was
discussed, and on June 23, 1965, an Amarillo delegation
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outlined to Secretary of Defense McNamara reasons why the
Bave should remain open.

In general the lead time provided by the November
Announcement was used to pursue two goals: (i) the transfer
of Base property to the City of Amarillo, and (2) the solici-
tation of industrial organizations to locate their activities
on the vacated Base property. Action designed to advance
both objectives began soon after the closure Announcement.

In the months fcllowing the closure Announcement the
BCD (a; toured the Base with special emphasis upon the
"airport" area and established a list of equipment the City
wo•ild like to acquirce when the Base closed; (b) sent the
list to the Office of Economic Adjustment, DOD; (c) requested
that the Office of Economic Adjustment send personnel to
Amarillo t,; assiist in makirn2 preparations to acquire Base
property; (d) met with Texas Governor John Connally to dis-
cuss the phase-out; (e) met with FAA officials in Fort
Worth to discuss the possibilities for a commercial air
terminal on the vacated Base; (f) contacted airlines serving
the Southwest and other aviation-oriented industries regard-
ing the possibility of their use of vacated Base property
and facilities (in the last named effort. Mayor Wallace, a
civilian pilot, expended considerable time and personal, funds.);
and (g) prepared a brochure extolling the opportunities for
industry locating on the Base.

During the first few months of activity following the
initial closure Announcement, considerable effort was expended
which is only now bearing returns. As mentioned before, the
Base closure projection was altered substantially on several
occasions. These changes meant that despite the use of lead
time only limited advanced planning could be done, since
industries could not be assured of the time when the Base
could be used.

One possible advantage of the expanded lead time period
is that an alternative Base-utilization plan could develop
which now is being implemented along side what may be called
the "Wallace Plan". The "Wallace Plan" emphasized the utili-
zation of the "airport" sections of the Base and it received
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primary concern during Mayor Wallace's term of office. To-
ward the end of his tenure, and particularly since his defeat,
the alternative and seymingly compatible plan for Base utili-
zation has taken form. The plan calls for the use of the
educational and training portions of the Base in ways which
need not be connected with aviation. This plan supports the
development of the Mid Continent Technical Training School,
mentioned previously, which is based upon the similar exper-
ience of converting the James Connally AFB at Waco into a
vocational school. Therefore, the very long lead time was
fortuitous in the sense that it permitted the Waco facility
to be developed as a model for the Amarillo conversion to
follow.

ANALYSIS OF EFFECTIVENESS OF OFFSET PROGRAM

In examing the offset program and its effectiveness, a
distinction must be made between two types of activity, both
of which serve to replace revenue formerly generated by the
Base. On the one hand there is the direct action taken to
utilize vacated Base property to produce new sources of
economic activity. These efforts are a direct and consciously-
planned result of Base closure and could not have taken place
without closure since they involve utilization of Base property.
In addition, there is activity designed to attract new econo-
mic activity to the Amarillo SMSA which does not in any way
involve the use of Base property and which might have been
undertaken in the normal desire to improve the economic i
condition of the community, regardless of events at the Base.

1. Prom the beginning of his efforts to secure utiliza-
tion of vacated Base property Mayor Wallace concentrated on
use of the "airport" facilities because of his belief that
the greatest potential for Base reusage lay in this direction.
On the surface, his defeat in 1967 was not connected with his
advocacy of the utilization of the "airport" portions of the
Base, Other factors such as local taxes and his lack of a
campaign seem to account for his loss. However, the electionhas not been examined in great detail.
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Regarding the first of the two types of offset activity,
this report must be incomplete. The reasons are that much
Base property will not be available for utilization until
1969. Furthermore, of the three major offset programs pro-
posed to use vacated Base property, one, the Bell Helicopter
plant, has only begun operations; another, the technical -

training school, will not start its pilot program until this
summer; and the third, a new Amarillo Air Terminal, probably
will not be completed for 18 months or longer. Should the
first two programs reach the levels of activity predicted •--
by officials associated with them they will comprise a sub-
stantial offset effect. 1 Of course it must be kept in mind
that the Bell facility is now heavily dependent upon work
generated by the Viet Nam War. IThose planning the three
major offset programs believe that their successful implementa-
tion will serve to attract stil•i further economic activity to
the vacated Base. While such hopes are at this time just that,
there seem to be no particular reasons why they should not
in time reach fruition should the national economy continue
in a modest expansion.

In assessing the offset lactivity one must give consider-
able emphasis to those programs which, although they are
not related to the Base closing' directly, nevertheless will
provide substantial economic inputs by the time the Base is
finally closed. Such projects as the Amarillo Medical Center,
the Civic Center, and the Lake Meredith National Recreation
Area, together with lesser projects, will undoubtedly assist
Amarillo in making the transition from an economy partially
dependent upon the Base revenues to one operating without
such inputs.

1. Bell expectations are for 1,000 employees and an
annual $7-8 million payroll by 1969; Mid Continent Technical
Training School expectations are for 2,000 students and an
undetermined economic input in 1969 or 1970. No figures
are available as to the economic worth of the air terminal.
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Although more evidence remains to be observed, it is
the judgment of the investigators that in the course of
several years the program to offset the Base closure by
utilizing Base property will partially match the revenue
lost from the Base. These economic inputs, when coupled
with those generated by programs begun before close-out
and those begun since close-out in the general Amarillo

-e area, should more than match the Base produced revenue in
two to three years after final close down.

THE ECONOMIC EFFECTS OF CLOSURE

THE WHOLE ECONOMY

The most striking fact about the overall e"conomy of the
'Amarillo SMSA before and during the Base closure period
studied in this report was its general strength. During the
study only a few of the economic indices which were monitored
showed weaknesses. Of course part of the economic vitality
observied between November 1964 and the date of the last data
collection, the IV-67, is due to the fact that during much
of this time the Base operated with 25 per cent more personnel
than when the closure Announcement was made. Furthermore,
at the data collection cut-off date there remained approximately
10,000 personnel assigned to the Base. This figure represented
80 per cent the strength at time of closure Announcement.

Taking into consideration the numerous areas of economic
expansion in the Amarillo SMSA mentioned previously, the re-
searchers believe the overall Amarillo economy will only show
small and short-lived economic dislocations in the aggregate,
except for the housing market, and the associated building
industry, after the Base closes. This will not be the case
should the national economy take a downturn however.

The generally healthy state of the Amarillo SMSA economy
may be attributed to the sustained operation of several
variables. All of these (except of course the Base) are
likely to continue in operation long after the Base is closed.
One major variable is the indigenous wealth-producing capacity
of the Amarillo area. Chief aspects of this capability are
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the area's oil and natural gas production, wheat, cattle, - .
irrigated crops, light manufacturing, the operation of U.
S. Government activities such as the AEC Pantex Ordnance
plant and government helium plant, Amarillo's role as a
regional transportation, finance, and wholesale distribu-
tion center, and the presence of large recreational features
and two institutions of higher learning.

A second major variable is the expanding condition of
the national economy and its beneficial impact upon Amarillo's
economy. Much of the agricultural and mineral production
from the Amarillo area must be sold elsewhere in the nation.
Furthermore the use of nearby recreational areas is affected
by the national economic conditions as is the use of Amarillo
as a main link in the highway system extending from the east
coast to Southern California and as an overnight stop for
Texans travelling to Colorado in the summer. A third major
variable affecting the overall Amarillo economy has been the
determination of City leaders to continue economic expansion
planned or begun before Base closure was announced, and to
create new economic activity to offset the anticipated loss
in Base revenue. These activities have had not only a bene-
ficial substantive effect upon the economy, but a psychological
impact as well.

PARTICULARLY SENTSITIVE SECTIONS

The real estate market and correlative building trades
activity are the hardest hit portions of the Amarillo economy.
The last data collected indicates that 4,774 housing units
or 12 per cent of the total in Amarillo were vacant. This
compares with a figure of 2,253 vacant units (5.5 per cent)
the year before the closure Announcement. The value of
residential building permits decreased by more than 50 per

* cent since the Base closure Announcement. Since the "tight
money" market resulting from Federal manipulation of interest
rates only recently occurred, it is assumed that the basic
cause for the housing surplus is the anticipated Base closure.
No other economic factors in Amarillo offer an explanation.

Although the data on housing and building trades does

- 215

-£~~~~~ c.*c~



!9 6

"CC( c- C - C . c . : •'L oc<'< .- ': • :• . : o : • .. • ,•. ,.

not clearly disclose it, interviews with real estate men,
and visual observations, indicate that particular types of
housing in certain sections of the community are most prone
to being vacant. In general, the units so affected are the
rental properties and single-family units selling for between
$7,500 and $13,000. Of such housing the greatest amount of
vacancy can be found in areas in the eastern portions of the
community those nearest the Base. While there is a qlut of
such housing on the market, homes costing $25,000 and up
are continuing under construction and the more expensive areas
of the community have little or no vacancy. - .

Another particular section of the economy, but a minor
one, being adversely affected by Base closure can be found
along the eastern portion of Highway 66 as it passes through

'Amarillo. 'Here arefound.eating and entertainment establish-
ments which cater in part to nearby Base personnel and in
part to motorists on the highway. The economic decline in
this area is a factor both of Base closure and the re-rout-
ing of traffic on the new Interstate 40.

THE CONTRIBUTION OF THE FREED MILITARY PROPERTY TO RECOVERY

The contribution of the freed military property to the
recovery process cannot be fully assessed at this time. Much
such property is neither free for commercial use nor being
used in that fashion. If the proposed plans for utilization
of freed military property are successful, then freed Base
property will be substantially beneficial in offsetting
Base revenue loss.

CONCLUDING COMMENTS -

Several facts stand out which warrant emphasis. First,
Amarillo enjoyed a healthy, expanding economy when the Base
closure Announcement was made. Second, although some level-
ing off and downturn has been reflected in the aggregate and
sectoral measure, particularly housing and building trades,
the overall economy of the Amarillo SMSA has remained healthy. -

For example the Febzuary 1968 unemployment figures indicate
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the unemployment rate was 3.1 per cent as contrasted to 3.5
per cent for the same month in 1967. Third, th* national
economy during the period of this study has continued its
sustained expansion and this has had a marked beneficial
effect upon the Amarillo economy. Fourth, fortuitous cir-
cumstances positively affected the Amarillo economy. Examples
are the locating of additional AEC operations at nearby Pantex
Ordnance Plant and the construction of the Lake Meredith
National Recreational Area. Filth, city leaders continued
programs planned or begun before the closure Announcement and
so contributed substantive and psychological impetus ti'
the community's economic progress. Sixth, community leaders
consciously undertook measures to assist in the community's
economic recovery after being notified of the closure.
They sought ways to utilize the Base property when it became
surplus, and they supported the attraction of non-Base-related
activities to the community. Seventh, the indefinite status
of the final close out date probably diminished the efforts
designed to attract industrial firms to utilize Base property.
On the other hand the extremely long lead time, extending
from November 1964 to December 1968 before final close out,
may have assisted in the gestation and implementation of the
plan to use portions of the Base for educational purposes.
Eighth, plans to utilize the Base property developed along
two lines and seem to some extent to have been the products
of different groups of individuals. The two plans may be
distinguished as being the one to utilize the "airport"
sections of the Base for aviation-oriented activity, and the
plan to use the training and educational portion of the
Base for activities not necessarily connected with aviation.
Ninth, the effect upon the aggregate and sectoral measures
would probably have been more pronounced during the period
of the study had the Base personnel strength decreased 13,000
to zero. Instead the Base strength fluctuated (at one point
it reached more than 19,000), and at the time of the last
data collection, 10,000 individuals remained on the Base.
Tenth, the political character of the Amarillo SMSA, (Potter 4
and Randall Counties cast 19,348 votes for Senator Goldwater
and 18,866 votes for President Johnson in 1964) is markedly
"states-rights" oriented and therefore rather hostile to
Federal programs. For this reason specific Federal programs C ...
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ing to the loss of Base revenue. State assistance is being

sought, however, in the form of $1.3 million to commence and
operate for the first year the technical training school.

Of course the Federal Government's general activity which
assists the overall economy such as farm price supports,
oil import regulations, Social Security and Unemployment
Compensation programs, Medicare, aid to education, aid for
highway construction, etc., were in effect for Amarillo as --
elsewhere.

Had most of the variables mentioned above not been in
effect for the Amarillo SMSA the consequences to date of the
Base closing would likely have been much more severe. 1 Had

'they not been in effect the future impact upon the community
when the Base finally closes would likely be more detrimental
than will probably be the case.

1. A variable not studied in any detail, for neither
funds nor justification existed for it, is the political
situation which has existed at City Hall for a little over a
year. The mayor and the four city commissioners have been
involved in considerable argumentation among themselves on a
number of points. This difficulty has been well covered in
the Amarillo papers, and while it is not a suitable topic for
this report, it undoubtedly has exercised an adverse influence '.

upon the city's plans for recovery from the loss of Base
revenue.
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Overview

STATISTICAL RECOVERY OF MOSES LAKE

Moses Lake had recovered from the closure of Larson
Air Force Base by the end of 1966. From the point of view
of the Moses Lake Chamber of Commerce, Moses Lake is "right
where it should be for long-run stability--an agricultural
service center." It is true that agriculturally-based
industries account for the recovery which is evident in
the facts that employment is up, retail sales are up, and
unemployment is 'the lowest in fifteen years. In terms --
of the usual aggregative indicators of the economic health
of a community, Moses Lake provides evidence that a -

relatively small increase in industrial employment can make
up for a large loss in military personnel. In the case
of Moses Lake, it seems that one industrial worker replaces
about ten or eleven military personnel in terms of
community impact.

BASE UTILIZATION

Moses Lake achieved its recovery by the end of 1966
despite the fact that Larson Air Force Base was almost
unutilized. Even at the time of this report (May 1968),
virtually the only industry on the Base is a small sheet
metal shop. Some Base facilities are used by Big Bend
Community College, but there is a real question whether ...
this constitutes a net addition to the economy. The Base
is used by both a Men's Job Corps and Women's Job Corps,
but the total personnel requirements of the two groups
is 70 people.

The saving of the airport for community use was itself
a major achievement, and does have long-range potential for
an important contribution to the local economy. The airport ..
has rented over 700 homes (out of a total of over 1,350,
most of which had become vacant). Several parcels of Larson
facilities have been purchased by businesses (Boeing was
the largest purchaser, h"ving obtained considerable acreage,
a three-place hangar, and the paint shop--in fact, most of
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the property formerly used by Boeing), but neither Boeing
nor any other purchaser will state what use will be made
of their properties.

The Grant County Airport (Larson Air Force Base) has
operated in the black since April, 1967. Its revenues,
however, are primarily from landing fees and margin on
fuel sales. Landing fees are ten dollars, and fuel margins
are one cent on jet fuel and three cents on gasoline. It
took 15 months for the Grant County Airport to achieve its
first 100,000 operations, but only eight months to reach
200,000 operations. In 1967 Grant County Airport was the
fifth busiest airport in the Federal Aviation Administra-
tion's western district. So far in 1968, Grant County
Airport has been the third busiest airport in the western.
district. The fact that Boeing had contracted to use the
airport for flight training through 1980, and that it
probably will use the airport for its 747 Jumbo Jet training,
augurs well for this aspect of airport revenues. Even now,
flight training starts at 4 a.m. because of the intensity
of training activity.

,)UALITATIVE LABOR PROBLEMS

Despite the statistical evidence of recovery, however,
there are certain qualitative limitations to the current
Moses Lake economic situation. First, the quality of the
labor force has deteriorated. Employment for skilled and
professional types of labor has been replaced by semi-skilled -
and unskilled types. The stable twelve-nmonth employment of
the Air Force has been replaced with positions in food pro-
cessing in which two or three months unemployment is routine.
Absolute employment has increased in the county, but the
record low unemployment rate is largely a function of the
decline in population--people have left the county. Further,

70 per cent of the new jobs in food processing are for women--
at minimum wages.

AGRICULTURE DEPENDENCE

Moses Lake and Grant County now depends primarily upon
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agriculture. The dependence is first of all on crop output,
but also on industries which use agricultural coimmodities
as raw material (food processing, sugar refining, and
starch manufacturing). Larson Air Base represented the
major economic diversification in the Moses Lake area.
Now there is almost no diversification of consequence.
Over the years, agricultural growth in Grant County is in-
evitable. Most of the Columbia Basin Project is in Grant
County, and less than half of the desert area which is to
receive water has been irrigated. Crops will become more
diversified (currently most acreage is in potatoes, sugar
beets, hay, grapes, corn, peas, and livestock).

But there are certain deficiencies in such complete
dependence on agriculture. First of all, the skill and
'wage levels of agricultural labor -are at the minimum. Even
relatively skilled work, such as truck driving, machine
operation, and mechanical work receives the minimum wage
if it occurs before the crops are delivered to a weighing
scale (i.e., it is "farm work"). But agricultural employ-
ment is decreasing due to technology and chemistry while
agricultural output is climbing. The Moses Lake agricul-
tural placements decreased from 5,479 people in 1965 to
3,798 in 1966, and to 2,834 in 1967. A hay stacking ma-
chine has virtually displaced field labor in that commodity,
automatic machinery in potato packing plants has replaced
fifteen sorters with one grader, food chains prefer bulk
cars of potatoes (since they repack in consumer sizes at
their warehouses); this wipes out jobs for jiggers (sack ..

loaders) and car loaders, and thinners and weeders (most
of the field labor in sugar beet fields) are about to be
replaced by machines and chemistry.

In addition, Grant County agriculture suffers the same
risks from weather as other crop-producing areas. In 1968
for example, a late freeze killed some fruits and vegetables
and high winds blew out seed crops as many as three times
on some farms. One farmer reported planting peas five
times, which not only created high costs but destroyed his
cycling process (pea farmers plant sections of their fields
in two week intervals to balance the work loads in process-
ing plants). Thus, although the Chamber of Commerce might
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not admit it, Moses Lake has been hurt.

POTENTIAL FOR THE FUTURE

The chief source of hope for a stable, more diversi-
fied base for economic development is the Base (Grant
County Airport). The area needs manufacturing, with
twelve months employment and higher types of skills and
professional training. The airport has excellent struc-
tures, an adequate water supply, land that is ideal for
construction, excellent intermodal transportation poten-
tial, housing on the airport itself, and a great reserve of
electric power at about the lowest rates in the United
States. Light manufacturing that could use air transporta-
tion would find the airport ideal and when a few more
miles of freeway are completed on each side of the Base,
Seattle will be three hours away by truck in one direction
and Spokane less than two hours in the other direction.
Further, although the area was originally a bona fide
desert, it is an excellent area for outdoor recreation with
hundreds of miles of lakefront, riverfront, hunting, fish-
ing, and camping. Tourism is expanding, but probably
never will become a major component of the economic life of
the county.

Introduction

OBJECTIVE AND METHOD

The objective of this study was to determine the impact
on a community (Moses Lake, Washington) of the closure of a
military base (Lars.-n AFB). A further objective was to
determine the community's reaction to the closure and the
extent to which other economic activities could be achieved
to offset the loss of the Base.

The method involved the recording and analysis of avail-
able secondary data, interviewing of key individuals in the
community and on the Base, and the conducting of three
special studies. The special studies include an Interindustry
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Analysis of Larson AFB expenditures for the year 1963; a
detailed tabulatior of all Base procurement for the years
1964, 1965, and 1966; and a detailed tabulation of non-
Federal purchases made by clubs and other retail facilities
on the Base.

The Interindustry Analysis of Larson AFB expenditures
was a portion of a study of defense expenditures in the

state of Washington. The defense expenditure study was
integrated with the Washington State Interindustry Study
(1963) and consisted essentially of a disaggregation of
the Federal expenditure sector of that study.2 The expendi-
tures of Larson (and all other military installations in
the State) were disaggregated into those made in the State
of Washington and those made outside the State.

The second special study consisted of a tabulation
of all Base procurement records remaining at Larson AFB
in 1966. Data were available for the years 1964, 1965,
and 1966 (Final closure of the Base occurred in 1966,
and no procurement was made after 111-66.) The original
procurement contracts and orders (contained in 56 boxes
packed) were utilized in the tabulation. The procurement
actions were segregqted into purchases made in Moses Lake,
purchases in Grant County, purchases made in the state
of Washington, and 2urclases made outside the state of
Washington.

1. Guy G. Gordon, The Impact of Defense Expenditures
on an Economy (Seattle: University of Washington Graduate
School of Business, 1967), 37 pp. plus four input-output
tables.

2. Philip J. Bourque, Edward Chambers, John S. Y.
Chiu, Frederick Denman, Barney Dowdle, Guy G. Gordon,
Charles Tiebout, Morgan Thomas and Eldon Weeks, The Wash-
"ington State Interindustry Study (Seattle: University of
Washington Graduate School of Business, 1966), 38 pp. plus
seven tables.
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The third special study consisted of a detailed tabula-
"tion of -ales and purchases of consumer units on the Base
(clubs, post exchange stores, service station and service
shops). This study involved going to each consumer unit,
compiling its figures, making large numbers of computations
to derive either purchases or sales from limited information,
and consolidating the data. Information was available for
the years 1964, 1965, and 1966 (these organizations also
ceased operations by 111-66).

Certain desired data were not obtained because they
were not provided by DOD as originally expected.

The Economy Prior to Announcement

. THE INSTALLATION

NATURE OF THE BASE

Larson AFB is located five miles north of Moses Lake
and 14 miles southeast of Ephrata, the county seat (Grant
County). The nearest metropolitan areas are Spokane (112
miles northwest) and Seattle (179 miles west).

The total land area of the Base was 9,193 acres, of
which 8,903 were government owned and the remaining 290
acres were leased for navigational purposes. Unimproved
land area on the Base was some 950 acres. The airfield
occupied 6,530 acres. The main runway is 13,500 feet long
and 300 feet wide and has a load capacity of 350,000 pounds.
This runway, °the second longest in the United States, was in
excellent condition at the time of transfer to the Moses Lake

* Port District (July 1, 1966). There is a secondary runway
which is 10,000 feet long and 200 feet wide and a load capacity
of 50,000 pounds. Total airfield pavement amounts to some 727
acres. The control tower, which is now occupied by the FAA,
and the terminal account for 34,000 feet of floor space. The
terminal building contains a lounge and snack bar. It was
built in 1952 at a cost of $568,000 and was in good condition
at the time of transfer.
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Theie are 26 dormitories located on the Base capable of
housing ,744 persons. These are all of permanent type
construc ion and were in good to excellent condition in 1964.
There we e 1,335 housing units on the Base; 800 of which
are Wher y-type units and 530 units of Capehart construction.
There we e 305 two-bedroom units, 821 three-bedroom units,
and 209 tour-bedroom units. These housing units are clustered
in a neat ly planned and landscaped section at one end of the
Base, with two fine elementary school buildings in their
midst.

These two elementary schools, which were under the
administration of the Moses Lake School District, have an
enrollment capacity of more than 1,200.

A typically well maintained Air Force hospital is located
on the Base. This hospital was constructed in 1958 at a cost
of $1.4 million and has 50,000 square feet of floor space.
It is a 50 bed unit in excellent condition. The Base also
had a l0-dhair dental clinic which was constructed in 1959
at a cost of $263,000.

Electrical energy for the Base was purchased from the
Grant County Public Utility District (PUD) which services the

Sentire county. The PUD offers low industrial power rates on
hydoelectric energy generated at nearby facilities on the
Columbia River. Water is provided by a total of nine wells
located on the Base. Water pressure is provided by five
elevated storage tanks which have a total capacity of
775,000 gallons. The distribution system consists of 279,230
feet of cast iron pipe. Located on the Base is almost
200,000 feet of sewer mains of concrete construction. These
mains range from 4 to 16 inches in diameter. There also is
a treatment and disposal plant which has a capacity of
840,000 gallons per day.

State Highway 17 runs past the main gate of the Base and
joins U. S'. Highway 10 (Interstate 90) approximately six
miles south of the Base. This is the mr'in east-west route

- between Seattle and Spokane. Several moor motor freight
lines have terminals in nearby Moses Lake. Three railroads
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operate trunk lines in the proximity of the Base, and one
serves the Base directly with 6.5 miles of spur. This spur
serves three warehouses and the fuel storage area on the
Base. The largest of these warehouses is an excellent build-
ing with 41,000 square feet of space. West Coast Airlines
and Great Northern Railway offer passenger service at Ephrata
14 miles away. Commute-Air began an air ferry service
between the Spokane International Airport and the Grant
County Airport (Larson AFB) in August of 1967.

The personnel strength of the Base was 600 officers, 3,200
Airmen and 400 civilians in June of 1961. At the time of
Announcement of closure, the personnel stationed or employed
at the Base was 3,944 military and 390 civilians. The annual
payroll of the Base was approximately $15.0 million in 1961
and $13.0 million jn 1964..

The Air Force and the local c-ommunities have at all times
maintained a close and friendly relationship with one another.
Moses Lake particularly had taken great pride in the Base and
considered it a very real part of the community. There were
never any serious sources of friction between the two.

IMPACT ON COMMUNITY

The purchases made through Base procurement apparently
contributed over $1 million per year to the local economy when
in full operation. In this study, a detailed item-by-item
tabulation was made of all Base procurement purchases for the
years 1964, 1965, and 1966. Records for prior years were not
available. In the tabulation, purchases made in Grant County
were segregated, and were as follows:

1964 $1,351,812
1965 $1,086,556
1966 $ 260,061

Most of these purchases were made in Moses Lake. There were
no purchases made after 111-66.

Although no records were available for prior years, the
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Air Force had reported to the Moses Lake Chamber of Commerce
that Grant County purchases in 1963 were $1,336,930. The
purchases of supplies ran around 50 per cent of the total.
Purchases of services were around 40 per cent and the balance
was in construction. Supplies and services purchases were
rather stable, but construction might vary because of some
major item such as runway repairs.

Non-federal local purchases (by Officers' Mess, N.C.O.
Open Mess, Wanderer's Club, Aero Club, the Commissary, Pat-o
Shop and snack bars, the service station, beauty shop, and
tailor shop) were as follows:

1964 $350,295
1965 $353,380
1966 $104,789 (all but-$l,150 in first two

S- .. ... .quarters)

An interesting sidelight is that the club sales (which ac-
counted for around $100,000 in purchases per year) increased
on a per capita basis after the Announcement.

Thus, it appears the directly traceable purchases in
Grant County amounted to from $1.5 million to $1.8 million
when the Base was in full operation. The purchases made
through central procurement (such as armaments and jet fuel)
could have had some impact on the county and most certainly
had3 an impact on the Washington state economy. Jet fuels,
for example, provided revenues and employment in the storage
and transportation functions and may have come from Washing-
ton oil refineries.

Consumer purchases made in the county by Base personnel
undoubtedly were substantial. The impact on Moses Lake may
have been relatively small, as compared with that on some
other communities near bases, because Moses Lake is a small
town without the retailing and entertainment attractions of
larger cities and because there were over 1,350 houses on

-. the Base. Consumer purchases onn the Base amounted to:
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1964 $2,249,268
1965 $2,136,884
1966 $ 645,248

Of these purchases, around $600,000 (annually 1964 and 1965)
was accounted for by the clubs and the remainder represented
merchandise and services. Despite the existence of housing
on the Base, around 600 military and 400 civilian employee
families lived off the Base, mostly in Moses Lake. Further,
there were certain categories of retail store merchandise
not well represented in Base exchange facilities (apparel and
millinery, for example). The Base annual payroll, which ran
from $13 million to $14 million, made it possible for several
millions per year to be spent for rent, services and merchan-
dise in the County and, of course, most of this revenue would
have gone to Moses Lake.

INTERINDUSTRY RELATIONS

As noted above, Larson AFB was included in an interin-
dustry (input-output) study of the impact of defense expendi-
tures on the Washington state economy. The data were gathered
for the year 1963 on a sampling basis and therefore are subject
to an indeterminate error. The method of selecting the sample
involved choosing a representative month and extending the
monthly figures to obtain annual figures. The month chosen
was one in which expenditures were one-twelfth of the year's

total. Several months procurement were tabulated as a check
on the representativeness of the month selected, and the
opinion of the procurement officer was secured as to repre-
sentativeness. For the month selected, a complete tabulation
was made of all procurement actions. Procurement within the
state of Washington was segregated from procurement outside
the State. The following list represents purchases made by
Larson AFB from industries in the state of Washington for
the year 1963.

PURCHASES MADE BY LARSON AFB FROM WASHINGTON STATE INDUSTRIES:

Meat Products $127,000
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Dairy Products $165,000
Canning and Preserving 749,000
Grain Mills 465,000
Other Foods 598,000
Sawmills 21,000
Other Wood 2,000
Furniture and Fixtures 126,000
Paper Mills 229,000
Other Chemicals 150,000
Petroleum Refining 339,000
Light Metal Product 216,000 ..-.

Nonelectric Motive Equipment 208,000
Nonelectric Industrial Equipment 61,000
Electrical Machinery 191,000
Motor Vehicles 43,000

.Other Manufacturing . 270,000 .
Electrical Companies 288,000
Communications 502,000
Construction Maintenance 140,000
Contract Construction 69,000
Business Services 105,000
Personal Services 279,000
Unallocated 21,000

Total $5,364,000

In looking at these figures, it should be kept in mind
that respondents were asked to disregard intermediaries
(wholesalers and retailers), since intermediaries were not
credited with the sale of merchandise per se; the input-output
figures for intermediaries represented gross margins only.
Hence, although many Larson procurements were in fact from
wholesalers, the data were shown as though the purchases had
been made directly from producers to avcid duplication (this
is consistent with the methods employed in constructing the

!j. national interindustry tables to make these data compatible
with Gross National Product).

The Washington Interindustry Study utilized a 60-sector
breakdown. Larson procurement involved 24 of these sectors.
The total impact on the State was approximately three times
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the impact on Grant County. It is rather obvious that many
products were not available in the County. Further, the Air
Force personnel interviewed felt that some Moses Lake businesses
missed out on potential business because they were afraid to
maintain sufficient stocks to serve the Base--hence purchases
were made elsewhere. These losses of business were most
obvious in foods and food purchases by the Base in Washing-
ton state amounted to over $2.1 million. This figure relates
only to Base procurement and does not include non-federal
purchases by clubs and other eating places.

Prior to the Announcement of intention to close Larson
AFB, the Grant County economy had already been distuebed by --

the cessation of activity on two fronts. The Boeing Company
had been active in the Moses Lake-Ephrata area for some time
but pulled out almost two years before Announcement. Several

-. hundred people were employed by the firm before it withdrew.ý
At approximately the same time the project of constructing the
Titan I missile system was completed. The phaseout of this
project which had generated much activity also served to upset
the economy somewhat. The result of the cessation of these
two activities is reflected significantly in the aggregate
measures discussed below. Almost without exception the
measures reveal a weakening in late 1962 and 1963. City and
County population estimates both reveal a continual decline
since 1962. Taxable retail sales slumped some 9.2 per cent
in 1963 from 1962. Year end bank deposits also show a weakness
for the period, and not until the end of 1963 do they indicate
a stronger position. The number and value of involuntary
mortgage foreclosures show some sign of an increase in late
1963 but had settled down somewhat by the time of the Announce-
ment.

Many of the local businessmen and civic leaders expressed

the opinion that the economy had already been through its
most severe setback by the time the closure of Larson AFB
was announced. Invariably they pointed to the phase-out of
Boeing and missile construction activity as the cause. Most
of them indicated that they believed this had more serious
consequences than the closure of Larson AFB was eventually
to have.
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POPULATION AND THE LABOR FORCE

POPULATION

The population data for the incorporated cities and towns
of Grant County as collected and estimated by the Washington
State Census Board indicate an upward trend from 1960 through
1962. Then, in 1963 a downward swing in population began
which has continued to the present time. The followinq
percentage changes emerge when one compares each year to
the previous year beginning with 1961: +8 per cent; +10.5
per cent; -8.3 per cent; -2.4 per cent. The 1964 statistics -

place Grant County incorporated area population below that
of 1961 and only 6.3 per cent higher than 1960, but more
than 10 per cent below the high of 1962. It will be seen,
that by 197 this figure is at the lowest level in over ten .
years. Eleven of the 13 incorporated areas showed population
increases in 1961 over 1960, and in 1962 eight of the 13
had increases with one unchanged. However, in 1963 only
three of 15 registered increases and two remained unchanged.
Six of 15 incorporated cities and towns showed increases in
1964 over 1963 with two unchanged. Moses Lake reflects the
county trend. Moses Lake had a 7.8 per cent increase in 1961,
a 4.3 per cent increase in 1962 but then declined in 1963 and
1964 by 8.9 per cent and 5.2 per cent respectively. The 1964
population of 11,000 in Moses Lake was the lowest since 1958,
and yet it was still on its way down.

LABOR FORCE

Labor force data were not available for Grant County
prior to 1962., However, 1962 had the highest labor force
statistics for any recorded year, in fact, only one quarter
(IV-67) registered a higher labor force figure than that of
the lowest quarter in 1962. The first quarter of 1964 was
the only quarter for the two year period which registered
an increase over the corresponding quarter of the previous
year. Unemployment data indicates just the opposite for
1963. That is, unemployment had increased over the 1962
level resulting in some very high quarterly unemployment
rates. For 1962 they were 6.8 per cent, 6.3 per cent, 8.0
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per cent and 9.4 per cent; the unemployment rates for 1963
were 13.4 per cent, 10.0 per cent, 6.8 per cent, and 7.9 per
cent. The following year, 1964, had quarterly unemployment
rates of 11.4 per cent, 7.1 per cent, 5.9 per cent, and 6.5
per cent. The last two quarters of 1964 had two of the
lowest unemployment rates in three years. Employment in all
quarters of 1963 and 1964 was below the corresponding quarters
of 1962. All quarters, with the exception of the 1-64, had
employment lower than the same quarter of the preceding year.
This is true of 111-64 and IV-64 despite some narrowing as
would be indicated by the relatively low unemployment rates
of those two quarters.

RETAIL SALES AND OTHER INDICATORS

RETAIL SALES

Quarterly taxable retail sales fit well with the trend
sketched by the above indicators. All quarters of 1961
registered increases in taxable retail sales over the same
quarter of the precedirig year. Total taxable sales increased
by about 10.6 per ce'At in 1961 over that of 1960. Again in
1962 all quarters registered increases over the corresponding
quarters of 1361, and total taxable sales for 1962 were 7.2
per cent above those of 1961. But, in 1963 the trend reversed
itself. All quarters of 1963 registered taxable saies which
were significantly lower than 'those of the same quarter in 1962.
The result was a decline of 9.2 per cent in total sales for
1963; 1964 witnessed a modest increase of 1.6 per cent in sales
over those of 1963. Total taxable sals- for the five years
were: 1960-$48.9 million; 1961-$54.1 million; 1962-:58.0

'million; 163-$52.7 million; 1964-$53.5 million.

BANK DEPOS ITS

Bank deposits in Grant County totaled to $24.8 million
at year end 1959, but by the end of 1960 they had increased
by almost $4 million to $28.7 million. Again by years end in
1961 they had increased by slightly over $4 million to $32.7
million. Then in 1962 they slipped down slightly to $32.1
million by the end of the year. Deposits declined through
the middle of 1963, but by the end of the year had recovered
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to $32.3 million. They recovered completely in 1964 and had
established a $3.7 million increase by the end of the year.

Moses Lake bank deposits indicate a similar pattern.
Year end deposits in Moses Lake branches of the representa-
tive banks for 1959 through 1964 were: $10.1 million; $12.2;
$14.3; $13.6; and $15.3 million. These also indicate the..--
drop during 1962 and only a moderate recovery in 1963. Moses
Lake deposits were 20 pdr cent higher at year end 1960 than
in the previous year, 18 per cent higher in 1961, down 6 per
cent in 1962, and followed by 2 per cent and 12 per cent gains -

in 1963 anr 1964. Moses Lake deposits had increased 51 per
cent over 1959 by 1964.

ELECTRIC POWER

Sales of electric power to Moses Lake residents decreased
steadily for the years since 1961. However, commercial sales
in Moses Lake increased from $287,594 in 1961 to $325,886 in
1962. Then in 1963 sales fell off to $312,363 and in 1964
to $304,468. For all accounts in the county, sales of elec-
tric power increased in 1962 to $3.7 million from $3.6 in
1961, but fell off to $3.6 again in 1963. In 1964 sales
increased to slightly over $3.7 million.

THE MAJOR INDUSTRIES

FOOD AND KINDRED

Wages in the food and kindred industries realized rapid
gains throughout the period from 1960 to 1965. 111-63 and
111-64 are the only two exceptions to a period which showed
gains in each qua.-2er o0ver that of the comparable quarter
of the preceding year. Wage increases over the previous
year are as follows: 1961-46.7 per cent; 1962-35.6 per cont; ,.. :.
1963-5.5 per cent; 1964-10.9 per cent. Wages in 1960
amounted to $1.1 million, and in 1964 it was $2.7 million.
Employment data are not available for the years prior to 1962,
but the figures for 1962-1964 indicate a consistent increase.
Employment in food and kindred was up by about 28.5 per cent
in 1964 over the same in 1962. The number of firms reportedly
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in the industry increased from around seven in 1960 to about
eleven in 1964.

STONE, CLAY AND GLASS

Stone, clay, and glass manufacturing wages consistently
decreased from 1960 through 1963 and then recovered some of
the losses in 1964. Wages decreased from the 1960 level of
$611,180 by 3.3 per cent, 3.7 per cent, 12 per cent and then
increased 12.5 per cent in 1964 at which time it was $563,011
or almost 8 per cent below what it was in 1960. Employment
in stone, clay, and glass took a slight decrease in 1963
compared to 1962, but was back at the 1962 level in 1964.
The number of firms increased in 1961 but then fell slightly
for the next three years.

OTHER MANUFACTURING

Wages for other manufacturing were very eratic for the
five year period. It increased by almost 200 per cent in
1961 from $5.1 million in 1960 to $10.7 million in 1961.
Then in 1962 it increased again to $14.1 million. However,
in 1963 the wage figure had fallen to $1.6 million, or only
11.4 per cent of the 1962 wages. The number employed in
1962 was very high and then drastically in 1963 (85 per cent)
and again in 1964 it slipped about 5.3 per cent. The number
of firms in the industry increased from 23 to 26 in 1961 and
1962 falling off to 24 and 22 in 1963 and 1964 respectively.

TRANSPORTATION AND UTILITIES

Wages in transportation, communication, and utilities
showed good steady increases in 1961 and 1962 of 5.3 per cent-
and 8.8 per cent. They increased from $2.3 million in 1960
to $2.7 million in 1962. The latter two quarters of 1961 were
the only ones which failed to increase over the same quarter
of the previous year. Then in 1963, wages decreased by 20.6
per cent witn all quarters showing declines from the preceding
year. Again in 1964 wages fell, this time by 5 per cent to

$2.1 million. This was the lowest wage figure for the indus-
try in five years. Employment data for the years available
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(1962-1967) indicate a constant decline through 1964 with no
quarter at all registering an increase. Employment had fallen
almost 15 per cent from 1962 to 1964 at which time quarterly
employment was around 400 persons. The number of firms in
the industry increased substantially in 1961 above the
quarterly and yearly levels of 1960. However, they decreased
in 1962 and remained fairly constant for the next three years.

WHOLESALE TRADE

Wages in the wholesale trade industry showed three con-
secutive increases during 1961, 1962, and 1963. However, the
rate of increase was lower in etch year than it was the pre-
vious year whether we measure in absolute or percentage terms.
The percentage increases were 12 per cent, 5 per cent, and
4.4 per cent. Wholesale trade wages decreased in 1964 by a

C nominal amount (less than 1 per cent). Employment data for
years prior to 1963 are not available for this industry, but
the data for 1963 and 1964 indicate that yearly employment
was about the same. However, employment during the third
quarter of 1963 was unusually high (1,020). With the excep-
tion of the third quarter, employment was higher in each
quarter of 1964 than of those in 1963. Employment for the
two years ran right around 700 persons. The number of firms
in the industry in 1960 were as few as 76 in the second quarter
and as many as 82 in the third and fourth quarters. They
averaged 80 for the four quarters. These had increased some-
what in 1961 which saw as many as 85 and as few as 82, but
in 1962 they began to decrease. Each quarter of 1962 had
fewer firms reported than the preceding quarter. The number
had droppedl to 72 by the fourth quarter. A similar trend
continued in 1962. The number of firms decreased from 74 in

"- the first quarter to 69 in the fourth. This trend seemed to
reverse itself in 1964; there were 72 in the first quarter,
72 in the second, and 76 and 75 in the third and fourth
respectively.

RETAIL TRADE

Retail trade wages follow the same general trend of
increases in the first few years but suffered a decline in
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1963 and 1964. Specifically, wages in retail trade increased
"7.7 per cent and 9.5 per cent in 1961 and 1962 respectively.
Every quarter in 1961 and 1962 revealed higher wages than in
the corresponding quarter of the preceding year. But as
before wages began to decrease. They regiscered a 2.6 per
cent decline in 1962 and a 1 per cent decline in 3.964. The
pattern which emerges is: 1960-$6.1 million; 1961-$6.6
million; 1962-$7.2 million; 1963-$7.0 million; 1964-$7.0
million. Consistent employment data is available for 1963
and 1964 only. The data for those years suggest a slight
increase in employment in 1964. The number of firms increased
in 1961, 1962, and 1963 for comparative quarters with the
exception of the IV-63. However, in 1964 all four quarters
saw less firms reported than in the same quarter of 1963.

FINANCE, INSURANCE AND REAL ESTATE .

The gross wages of the finance, if.rurance, and real
estate industry increased in 1961 over 1960 by about 4.9 per
cent from $1.1 million to $1.2 million. The 1962 data indi-
cate a very strong increase of 17.6 per cent to $1.4 million.
This tapered off to a very modest 1.4 per cent increase in
1962 and eventually turned down by 1.4 per cent in 1964. At
that time wages were at about the same level as they were in
1962--($1.4 million). Employment in the industry generally
decreased over the three years up to 1964 for which data is
available. Employment in the IV-62 was the lowest (267) for
any quarter since 1961. The number of firms in the industry
increased over the same quarter of the preceding year up to
the 111-63. The number was lower than the same quarter of the
preceding year for the next four quarters (through the 11-64).
The number actually remained relatively constant through 1963
and 1964 at a level slightly higher than in 1961.

SERVICE

Wages in the service industry were increasingly strong
during 1961 and 1962. The 1961 figure was 22.2 per cent
greater than 1960. In 1962 wages showed an overall increase
of 17.3 per cent above that of 1961. However, unlike 1961
where all quarters showed increases over the same quarter of
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1960, 111-62 and IV-62 were lower than those of 1961. The
increase for the year came on the unusually strong 1-62 and
11-62. The softening which appeared in the last half of
1962 manifested itself in 1963 by an overall wage decline
amounting to 27.5 per cent, or almost $1 million. All quarters
were significantly lower than those of 1962. In 1964 wages
fell by another 2.1 per cent to a level ($2.6) just slightly
higher than what they were in 1960 ($2.5). The available
employment statistics indicate that following the bit year in
1962 employment fell in both 1963 and 1964. The employment
data indicate that all of the eight quarters of 1963 and
1964 had lower employment than the corresponding quarter
of the preceding year. The number of total firms in the
industry increased through 1963. All quarters had a greater
number of firms reported than for the same quarter of the

J preceding year.' This was reversed in 1963 and 1964 when all
quarters with one exception (1-63) showed fewer firms than
in the previous year. The number of firms catering to the
personal and business services increased the first three
years, but then dropped in 1963 and 1964. They numbered well
below the 1960 level in 1964. Tha automobile and other repair
services increased in number the first three years, then re-
mained stable during 1963 and 1964. Hotels, motels, and
rooming houses increased somewhat in 1961 and 1962, but then

slipped sharply in 1963 and 1964 returning to a level at or
below that of 1960.

PARTICULARLY IMPORTANT INDUSTRIES

AGRICULTURE

Employment data for agriculture arc not available for
years prior to 1962, and due to the changing nature of the
industry in the Columbia Basin, it would not be practical to
estimate the missing data. Employment in agriculture during
1963 was slightly lower than in 1962 with the exception of
the third quarter. Hcwever, the variations are very small
and could certainly be due to statistical problems. Reported
employment in 1964 was higher than in 1963 for each of the
quarters and slightly higher than in the corresponding quarters
of 1962. The wages paid in this industry show a similar
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pattern. In .1963 wag s were some $470,872 below that of 1962,
or 7 pea' cent lower. In 1964, wages recovered, and stood
slightly higher than i 1962. However, the gross value of
crop production in Grait County as estimated by the Bureau
of Reclamation increas.d steadily from 1960 through 1964
with the exception of .961. Gross crop values for 1960
through 1964 were: $25.5; $24.6; $27.8; $33.3 and $34.0
million. Gross crop v lue per irrigated acre was relatively
high in 1960 ($142.11) then declined in 1961 ($129.69) but
increased in bolh 1962 ($131.90) ind 1963 ($148.46). Crop
value per irrigated acre in 1964 was $153.57. This is a
significant increase over that of 1960. The number of acres
irrigated in Grant Cournty has, of course, continuea to grow
as the Columbia Basin irrigation Project continued. There
were 179,407 irrigated acres in 1960; this had grown to.
227,613 in -1963.- Irrigated acreaqe in the county has been
increasing steadily at "about 8 per cent a year. Of course,
agriculture in the project area is still youthful, and the
farmers with newly irrigated acres are apt to plart quick
cash crops for the first few years in order to pay develop-
mental costs. The nature of agriculture has been radically
changed by the project.

CONSTRUCTION

Employment in contract construction certainly reflects
the activity, or lack thereof, centered around the installa-
tion of the Titan missile system in Grant County. Unfortunately
the employment data is available only for 1962 and the follow-
ing years. However, employment during the 1-62 was above
2,000 people, and during the 11-62, it was 1,643. But in
111-62 it fell by.almost 900 perEons to 953 employed.4 'The'
IV-62 saw a drop of 403 to only 550 persons employed. All
quarters of 1963 were well below those of the corresponding
year. The employment data of 1964 show a slight increase
with a spurt during the second quarter. The quarterly employ-
ment figures are quite revealing and worth indicating here.

1st 2nd 3rd 4th
1962 2057 1843 953 550
1963 380 440 520 430
1964 373 1123 523 550
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The wage data in contract construction are even more reveal
ing. The data are available for the entire period. Wages
were $15.3 million in 1960, $19.6 in 1961, only $11.5 in 19 2,
$2.6 in 1963, and $4.8 million in 1964.

The value of building permits issued in the City of Mo es
Lake increased significantly in 1961 from $714,029 to $1,97 ,505
and again in 1962 to $2,644,467. The number of -ermits
issued increased from 114 in 1960 to 174 in 1961 and fell
slightly in 1962 to 154. However, in 1963 the number of
permits issued fell to 108 and the value of these dropped
drastically from the $2.6 million in 1962 to $436,052 in
1963. The number of permits issued took another dip in 1964
to 80, but the value increased to $829,977.

The valuation of 1960 residential bui.ding permits issu d
was $432,330 for 36 permits issued. The permits issued for
alterations and additions to existing residential structures1

added another 53 permits and $59,950. The number of permits:
and the value of these more than doubled in 1961 for new resi-
dential structures. The number and valuation of permits
issiied for residential additions and alterations increased,
also. The number and value of permits remained high during
the 1-62 and 11-62, but showed some slowing down in the _ast;
two quarters. However, for 1962 the value of permits issued
for new residential structures was over $1 million. This was
the highest recorded during the first eight years of the
decade. The number and value of permits issued for altera-
tions was also higher in 1962 than in any of the preceding
years. However, 1963 was quite another story; the value of
permits for new residential building dropped drastically to
a mere $158,180 and the number, of permits issued fell to 9
from the 1962 level of $1,016,190 and 50 permits. Virtually
no permitsfor new structures were issued during the fourth
quarter of 1963. Yet, the number and value of permits issued
for alterations increased slightly over the level of 1962.
Again in 1964 there were no permits issued for new structures,
during the fourth quarter and only five for the entire year.
The value of these was only $101,375. The number and value
of permits for alterations also fell sharply from 76 and
$93,889 to 36 and $42,588.
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Property values in Moses Lake showed steady increases
over the entire 1960-1964 period. They rose from $48 million
in 1960 to $57.7 million in 1964. These figures are usually
released by the County Assessor in September of the year; there-
fore the 1964 figure represents property values before the
announcement of closure. The County data show a similar
pattern of increase through 1964. The number and judgment
cost of real property sales conducted by the County Sheriff's
office for property located in Moses Lake showed an increase
in 1961 over 1960 and then a decline in 1962 to approximately
the 1960 levels. However, in 1963 the number increased from
two to 22 and the value rose from $23,632 in 1962 to $304,320
in 1963. The judgment cost rose again in 1964 to $415,413,
but the number declined to 14.

The number and value of building permits Lssued in Moses
Lake for new industrial and commercial buildings increased
sharply in 1961 over that of 1960. There was a slight in-
crease in 1962 in the value of permits issued but the number
issued actually declined. However, in 1963 both the number
and value declined. The value of the eight permits issued
in 1963 was only $145,583, down from $670,673 in 1962. Yet,
in 1964 while the number of permits issued remained the same,
the value rose to $255,340. The value of permits issued for
commercial and industrial alterations increased sharply in
1961 to $63,102 from $28,050 in 1960. They rose slightly in
1962 to $73,800, ,ut then fell sharply in 1963 to $34,400.
However, in 1964 the figure had risen to $84,817.

The Economy After Announcement

HISTORICAL SUMMARY '.

The Grant County economy appeared to be in a healthy
state during the first year following the Announcement of
the closure of Larson AFB despite some general fears expressed
by the local population. Grant County, basically an agricultural
area, has been experiencing an increase of irrigated land in
recent years as a result of the Columbia Basin Project and its
federally appropriated funds. Potato farming has established
itself as a dominant activity, with vastly increased acreage
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being devoted to the crop. Yet, the most interesting develop-
ment in the County economy seems to be the burgeoning of
vegetable processing. The bulk of this activity involves
potatoes.

Needless to say, the communities in the County expressed
concern over the possible economic effects of the closure
of Larson AFB. A Columbia Basin delegation, led by Washington's
U.S. Serator Henry M. Jackson met with the DOD a-id the Air
Force to challenge the grounds cited for the closure. The
Larson Action Committee (LAC) requested that th, Area Re-
development Administration (now the Economic Development
Administration) sponsor a study of industrial uses to which
the Larson facilities could be converted. A private research
firm was hired to conduct the study. Similarly, the LAC
requested that the Washington State Employment Security
Department conduct a manpower resources study. These two
events took place in February, 1965. As time passed, however,
there seemed to be a reserve of confidence and optimism fed
by the positive developments in the economy which more than
offset the general apprehensions. of the local populatior

The last month and a half of 1964 and the year 1965 was
a pivotal period in which agriculture and related industries
played an important and expanding role. Potatoes became the
leading cash crops in 1964. Production for the Basin area
was up 50 per cent in 1965 over 1964. Basin potato acreage
was estimated at 42,000 in 1965 compared with 28,000 in the
preceding year. Potato storage capacity expanded to 200,000
tons during the year in the two-county area of Grant and
Adams. Most of this increased capacity was reported to be
on farms. Sugar beet production, as well as most other crops
and livestock, remained promising.

Particularly important to the Grant County economy was
the confidence in the future evidenced by the food processing
industry. There was a general expansion of existing plants,
and several new processing plante were added. Altogether,
six farms announced plans for expansion affecting four
different communities. Moses Lake, the largest city in the
County--and the city nearest Larson Air Force Base, received
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two of the new food processing plant3 and nearby Quincy added
two new plants also. Expansion of existing plants occurred
in Othello (just outside Grant County) and Warden (in Grant
County). These food processing plants were concentrated
mostly in the dehydrated and frozen potato field, although
not confined to these operations only. The farmers in Grant
County have been very encouraged by this increasing interest
and evidence of confidence coming from the food processing
industry.

In 1965, definite plans for the future use of Larson
facilities were few. The Big Bend Community College and a
mends Job Corps Center began operating on the Base, but
industrial uses did not materialize.

Early in 1966, Boeing expressed an interest-in using
some of the facilities at Larson for training crews of
customer airlines and for storage purposes. The Air Force
immediately responded affirmatively. After the last B-52
had left, but before the facilities had been transferred
to the Moses Lake Port District, Boeing airplanes began land-
ing and takeoff maneuvers. Late in April, Big Bend Community
College was given some of the builditigs at Larson, In June,
the Air Force announced its inteation to leave the instrument
landing system for the airpcrt, and Boeing announced that it
would guarantee the Moses Lake Port Authority's operation of
the airport to the amount of $300,000. On July 1, the GSA
transferred air operations to the Port, and the Federal
Aviation Administration took over the control tower. Boeing
then signed a contract to use the Grant County Airport
(Larson) as a training center through 1980. Big Bend College
began use of the Airport in the fall term for its commercial
pilot training program. In December, Boeing received the
Supersonic Transport award and, although Boeing made no
commitment or statement, Moses Lake citizens believed firmly--
and still do--that Boeing will use Larson facilities for some
part of the SST work.

By the end of 1966, in terms of the usual measures,
Moses Lake had recovered from the closure of the Base. Employ-
ment and retail sales were up, unemployment was at the lowest
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rate in years, the Grant County Public Utility District in-
creased its sales by nearly 6 per cent. New food processing
plants were built and existing ones expanded and this, plus
some increase in agricultural output, appeared to be respon-
sible for the recovery.

The economy continued healthy through 1967, even though
utilization of the airport is minimal. The community's income
cme essentially from agricultural production and from pro-
cessing of agricnltural raw materials. At the end of 1967,
the Base contained the two Job Corps (men's and women's),
a small sheet metal fabricating plant, the community college
"North Campus", and rentals were being obtained from several
hundred homes on airport property. The airport had been
operating "in the black" since April and had become the fifth
busiest airport in the FAA's western district.- The airport
revenues were mostly from crew training flights, although
the small Commutair feeder airline included Moses Lake in its
system running from Helena, Montana to Paine Field north of
Seattle. Boeing and a few other firms had obtained parcels
of property from GSA early in 1968 but none of the firms had
announced plans for utilization.

At the time of writing (May 1968), no significant indus-
trial utilization of the Base has occurred, and neither Boeing
nor any other purchaser of Larson facilities has been willing
to state what utilization might be made of their properties.

GENERAL ECONOMIC HEALTH

Grant County, basically an agricultural area, has been
enjoying the benefits of the federally financed Columbia
Basin Reclamation Project. This project has greatly increased
the irrigated acreage in Grant County over the years and will
certainly continue to do so in the future. Potato farming
has established itself as a dominant farm activity with vastly
increased acreage being devoted to the crop. Yet, the most
interesting and lasting development in the economy to date
ieems to be the expansion of vegetable processing. The bulk
of this activity is in potatoes.
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In general, employment with the exception of the military
of course has been holding its own. The lowest unemployment
rates in the history of the county were recorded during the
first two years following the Announcement, with only a slight
increase in 1967. Retail sales have done exceedingly well,
showing consistent increases over the same quarter of the
previous year with two minor exceptions.

The general health of the economy has been maintained
without the benefit of any new major industry entering to
take advantage of the vacated Larson facilities. As mentioned
above, the expansion of food processing facilities has played
a major role in the maintenance of the economy. This has
had not only a real, but also a psychological, affect. This
has all happened in a community which felt itself inevitably
attached to Larson. This seems to support the hypothesis
that a substantial military establishment has a rather limited
impact on the general local economy. Although particular
sections of the economy become dependent upon the military
establishment, the economy as a whole seems less so than
often thought.

POPULATION AND THE LABOR FORCE .

The Moses Lake population, as estimated by the Washington
State Census Board, declined by 7.6 per cent between 1964 and
1965. The population had actually begun to decline in 1963
from the 1962 high of 12,622 to 11,600 in 1963 and 11,000 in
1964. The 7.6 decline in 1965 represents a continuation of
the rather rapid decline which began in 1963. Again in 1966
there was another decline from 10,159 in 1965 to 10,050, or
slightly over 1 per cent. The 1967 population has been 4 -
estimated at 10-,289 which represents a 2.4 per cent increase
over 1966. This is the first year since 1962 in which the
population statistics actually show an increase for Moses
Lake. Population figures for the incorporated cities and
towns of Grant County indicate that Moses Lake was not the
only city suffering a declining population. When 1965 is
compared to 1964, one finds that six of the 15 cities and towns
actually registered a decrease; four of the remaining 9 regis-
tered no change at all, and five experienced rather nominal
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increases. Total figures indicate a decline from 28,511 in
1964 to 27,902 in 1965. Again relating to 1964, it is found
that eight of the 15 declined with three unchanged and four
registering increases. Total population in 1966 was down to
27,621. In 1967, total population was estimated to have
been 26,744, which represents a 6.7 per cent decline from
1964 and a 16 per cent decline from the 1962 figure. Nine
of the incorporated cities and tc':ns had declined with two
unchanged and four with increases in estimated population
over the 1964 figures. The year 1967 marks the fifth
straight year in which population in the incorporated areas
of Grant County has declined.

The available labor force statistics for Grant County
indicate that the labor force increased generally Over what'
it was ir 1964. There appears to have been approximately
a 4.4 per cent increase during the three years following
the Announcement. Employment totals were mixed, but the un-
employment rate has been markedly lower. With the exception
of the last two quarters of 1967, the unemployment rate has
been lower in each quarter than it was in 1964. The last
two quarters of 1967 were only slightly higher than the
corresponding quarters in 1964. All quarters of 1966 were
significantly lower than the corresponding quarters of any ..
previous year for which there are statistics available (1962-
1965). Unemployment was actually as high as 13.4 and 11.4
in the IV-63 and IV-64. Unemployment was well over 6 per cent
for the period 1962-1964, while in 1966 the unemployment rate
ran under 5 per cent with one exception--the first quarter
rate was 5.8 per (gnt.

RETAIL SALES --'-

Moses Lake retail sales for the first three quarters of 77--
1967 were running over 26 per cent greater than during the
equivalent period of 1.964. However, it must be noted that .
sales had diminished sharply (9.2 per cent) between 1962
and 1963, followed by a modest 1.6 per cent recovery in 1964.

Since 1964, the percentage increases in sales from year to
year are as follows: 10.4 per cent, 3.5 per cent, and 9.3 per
cent. The 9.3 per cent increase in 1967 over 1966 represents
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a comparison of the first three quarters of the respe.ctive
years. Relating the first three quarters of 1967 back to
the same date for 1962, which was the highest for any year
prior to 1964, one finds that there was only about a 14
per cent in-.rease during the five yeari.

THE MAJOR INDUSTRIES

Wages in 1965 were the highest in history. The seccc'd
quarter of 1965 was the single exception to a year which
otherwise saw higher total wages in each quarter than any
previous year. Total wages paid slipped in 1966, a year in
which only one quarter, the fourth, showed an increase over
the records of 1965. However, 1967 was a year in which wages
increased significantly. Although statistics are only
available for the first three quarters, it is very reasonable
to expect 1967 wages to run ahead of the 1965 high. The
available date for 1967 show that wages are 5 per cent higher
than in the equivalent period during 1964; 1.6 per cent
higher than that of 1965; and 6 per cent higher than in 1966.

FOOD AND KINDRED

The largest single increase occurred in the food and
kindred industries. Since 1964, wages in food and kindred
industries have increased approximately 164 per ce-nt. Wages
paid in 1965 were 40 per cent greater than in 1964; this was
an increase of slightly over $1,000,000. The following year
wages had increased by over $2.3 million which was a 63 per
cent rise. The first three quarters of 1967 witnessed a 15
per cent increase over the comparable period a year earlier.
Food and kindred wages accounted for only some 4 per cent of
total wages in 1964, but in 1967 the fraction had risen to
9.1 per cent through the first three quarters. Wages in this
industry rated only sixth in size in 1964 (excluding govern-
ment wages), however, in 1967 it was the second largest.
Retail trade was the only industry with larger wages in 1967.
While the wages in food and kindred industries were only $1
million greater than all other manufacturing wages paid in1964, they were slightly over $4.0 million greater in 1967.
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per cent of all wages paid in manufacturing during 1964;
however, in 1967 this was up to almost 75 per cent. Manu-
facturing wages, excluding food and kindred wages, did in-
crease over the three year period by app.-oxcimately 28 per
cent. Wages paid declined, however, in 1965 by slightly
over 7 per cent; this loss was more than recovered in 196E
and wages in 1967 were running about 16 per cent higher than
in 1966 for the respective first three quarters. Employ-
ment during the same three years has actually slipped and
in 1967 is only about 92 per cent of what it was in 1964.
The number of firms involved in mnanufacturing, excludiig
food and kindred,. actually slipped in 1965 and 1966 but by
1967 were back"at the same level as n 1964. Of course, when
food and kindred firms are included the number of active
firms reported shows a slight incroase over the 1964 levels.

Employment statistics in the food and kindred industries
show dramatic change. Employment in this industry has doubled
since 1964. The first and fourth quarter of each year have
particularly high levils of employment in this industry, a
rather stabilizing ottset to the traditionally low levels of
employment in agriculture during the same quarters. While
only ten to twelve firms existed in this field in 1964, there
have been 15 since 1966.

B;TAIL TRADE

Retail trade wages showed increases over the previous
year in 1965, 1966, and 1967 of the following degrees: 6.1
per cent, 8.4 per cr-nt, and 10.4 per cent for the first three
quarters of 1967 ove" the comparable period in 1966. The.
quarter to quarter variations are rather slight. The wages
paid in retail trade account for about 12.5 per cent of the
total wages earned in Grant County. This makes the retail
trade the industry with the largest wage figure in Grant County.
Employment in the industry has actually remained rather constant.
It seems to have declined slightly in 1965 and then regained L.

approximately the 1964 level in 1966 with only a slight rise
in 1967. The number of firms in the industry have diminished
approximately 4 per cent since 1964. The largest decreases
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occurred in the "furniture and home furnishings" and "apparel
and accessories" outlets. These were followed by "food," and
"eating and drinking places."

SERVICE

Since 1964 service industries wages have increased
approximately 64 per cent with the largest single increase
occurring in 1967. The first three quarters of 1967 witnessed
a total wage figure for. services which was about 53 per cent
higher than the comparable period a year earlier. In 1966
wages had fallen off slightly from that of 1965. Employment
in services has typically reached its peaks in the second and
third quarters of each year with the exception of 1967 (3rd
and 4th). Although subject to a fair amount of seasonal
fluctuation total employment in services has steadily increased
since 1964, and by 1967 it was approximately 12 per cent
greater than in 1964. The number of firms has also decreased
in the service industries despite the general increase in
employment and wages. The professional, social and miscellane-
ous services seem to have been the most seriously affected
followed by "automobile and general repair" and "hotels, motels,
and rooming houses."

FINANCE, INSURANCE AND REAL ESTATE

The number of firms in the finance, insurance and real
estate industry began an immediate and significant decline
following the 1964 Announcement. There were 69 firms in
this industry during 1964 and 1-65, but then it began to
decline. There were only 62 at the end of 1965 and only 55
at the end of 1966. The third quarter of 1966 saw only 56
firms reported in this industry. This represents about 17
per cent decline in the number of firms since 1964.

Employment in this industry over the same period has
likewise shown a decline. Every quarter since 1964, with the
exception of the second quarter of 1966, has shown a smaller
number of persons employed than the same quarter of the pre-
vious year. If we compare average employment during the
period 1964-67 for the third quarter which is typically
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higher than any other quarter, the following pattern emerges:
1964 - 307, 1965 - 293, 1966 - 267, and 1967 - 253. Employ-
ment in finance, insurance, and real estate had fallen to
about 87 per cent of the 1964 level by 1967. Wages show a
decline of some 6.6 per cent between 1964 and 1965 followed by
a nominal gain of less than 1 per cent in 1966. Then in 1967,
they further declined by about 3 per cent. The total effect
is about a 9 per cent decline in wages since 1964.

WHOLESALE TRADE

Wholesale trade wages showed impressive gains for 1965
and 1966 of 11.5 per cent and 7.1 per cent respectively,
but in 1967 they were down 8.1 per cent for the first three
quarters from the same period in 1966. Wholesale trade
wages in 1967 were about 114.5 per cent of the 1964 level
for the first three quarters of each year. The third quarter,
which is typically the highest, yields a pattern as follows:
1964 - $889,164; 1965 - $989,404; 1966 - $1,132,796; and 1967 -

$927,318. Despite the disappointing third quarter, 1967 had
the highest first arid second quarter wage totals in the history
of Grant County. Average quarterly data in 1965 and 1966
showed only one quarter each in which employment was higher
than in 1964 (the IV-65 and 11-67). The second and fourth
quarter of 1967 showed gains over the like quarters of 1964.
Employment in wholesale trade has essentially declined since
1964. The number of firms in the industry actually remained
rather constant through 1966, but in 1967 it dipped from
about 73 to around 67 firms. The third quarter of 1967 had
only 66 firms reported in the industry which is the lowest
number this decade.

TRANSPORTATION AND UTILITIES

The number of firms in transportation, communication, and
utilities in 1967 was about 51. This is only about one firm

5 less than was reported in 1964, three less than in 1965, and
one Jess than in 1966. However, employment in 1967 was slightly
higher than it was in 1964. Employment slipped in 1965 and
1966, but as mentioned had more than recovered by 1967. Wages,
on the other hand, showed an increase of just less than 1 per
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cent in 1965 and then again in 1966 increased approximately
8.7 per cent. A decline during the first three quarters of
1967 from those of 1966 occurred to the extent of about 2.3
per cent. The first three quarters of 1967 had a wage rate
of about 9.2 per cent greater than the equivalent period of
1964.

FOOD PROCESSING

Potatoes established themselves as the leading cash
crop in the Grant County economy during 1964 according to
the Bureau of Reclamation. The product has rejuvenated the
hopes of farmers and investors as well as the local labor
force. Potato production and processing have both played a

S .. strong pivotal role in the economy since the November 19,
1964 announcement. The processing industry has accounted
for much of the stability witnessed in Grant County during
the years since the Announcement.

The largest building permits issued during 1965 were
both for potato processing plants near Moses Lake. The
American Potato Co. and Pronto Foods were issued building
permits in excess of $1 million for their plants and storage
facilities.

SPronto Foods, Inc., largely owned by Moses Lake stock-
holders, employed only 165 persons in 1961. This was just
thirty days after the plant opened for production. However,
by 1968 the plant was the second largest employer in the
Moses Lake area with over 300 employees. Utah-Idaho Sugar
was the only firm which employed more persons than Pronto.
Utah-Idaho employs more than 500. American Potato Co. and
Western Farmers Association were the third and fourth largest
employers in the Moses Lake area by 1968. Each of these
vegetable processors employed more than 100 persons. The
four largest private employers in the Moses Lake area are
food processors. Plants have also been opened in Othello and
Quincy as well as numerous other communities throughout the
Columbia Basin and Grant County. They too employ several
hundred people each.
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The operating season of these processing plants usually
bdgins sometime in July and often continues into March. Since
the slow agricultural period is during the winter months, this
provides a somewhat stabilizing offsct. However, as many as
"7C per cent of the employed persons in these processing plants
a e women.

The food processing industry which has been attracted to
te Columbia Basin in the past few years is a significant
indication of the successfulness of the Columbia Basin Irriga-
tion Project. This program succeeded in putting irrigation
water on the first acres in 1948. Since that time the Basin
has become an agricultural area attractive enough to lure
the badly needed processing industry into it. The processing
industry has always been what was needed to fill out the

Sedcnomy, and would have established itself at some time. .How--'
ever, when it did begin establishing itself, the Grant County
businessmen, farmers and workers all were in need of an uplift
because of the shock of the Larson closure plans. For this
reason, the processing industry became the economic and psycho-
logical guidepost which pointed toward a stable and healthy
future. The industry has at very least filled the psychologi-
cal void left by the Larson closure in Grant County. All of
these plants have moved into the area without making use of
any of the Larson facilities.

BANK DEPOSITS

SGrant County bank deposits continued to increase unin-
terrupted during the years following the Announcement. At
year end 1964 they totaled $36.0 million, and by the end of
1964 had increased to $41.3 million. They hEd reached $44.2
million by the end of 1966 and $48.9 million by the end of

* 1967. Moses Lake deposits showed gains of 16 per cent, 17
per cent, and a very modest 0.5 per cent at the end of 1965,
1966, and 1967 respectively. At year end 1967, Moses Lake
deposits were 37 per cent greater than at year end 1964.

ELECTRIC POWER

County electric sales increased steadily from 1964
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through 1967. Total sales for 1964 were $3.7 million and
in 1967 they were $4.0 million. It is interesting to note
that in 1965 total energy sales in Grant County were $3.889
million. Sales to Larson AFB decreased by $133,070 in 1966
from 1965, but the sale of electric power in two cities
(Quincy and Warden) increased by $139,326. These towns are
two in which. the potato processing industry has established
itself. The rather significant increase in energy sales in
those two towns certainly reflect processing activity. The
sale of electric power to Moses Lake residential and commer-
cial accounts has steadily declined since 1962.

AGRICULTURE

Gross crop value'in Grant County has shown a steady
increase during the periods since Announcement. As estimated
by the Bureau of Reclamation, gross crop value for the years
1964-67 was $34.0 million, $38.1, $41.9, and $42.2 million
respectively. Over the same years the value of production
per irrigated acre has increased also with the exception of
1967. Gross value per irrigated acre was $153.57 in 1964,
$157.75 in 1965, $166.70 in 1966, and $164.34 in 1967. The
Columbia Basin Irrigation Project has greatly increased the
number of acres receiving water over the past few years, and
since 1964 the irrigated acreage has increased by 35,270 in
Grant County. This represents approximately a 16 per cent
increase over the acreage receiving water in 1964. As pointed
out earlier, the newly irrigated acres are often planted
with cash crops for the first few years in order to help
pay development costs.

CONSTRUCTION

Wages in construction declined both in 1965 and again in
1966, however, in 1967 they were running ahead of 1966 for the
first three quarters. Fourth quarter data are not available
yet, but the first three quarters all had higher wage figures
than for the corresponding quarters of 1966. Employment in
the industry has been rather variable, but generally lower
since 1964 mainly because of the slight spurt evident in the
second quarter of 1964. The number of firms has likewise
been smaller in the 1965-1967 period.

-254

(5 (



SC. -- - '. . - • •c• o /•• o Q ' -•

Residential building permits issued in the City of
Moses Lake significantly reflect the affect of the closure
of Larson AFB on housing in the area. In 1964 there were
five permits issued with an estimated value of $101,375,
but in 1965 this had fallen off to three permits and only
$55,600. However, in 1966 permits for new residential
buildings had fallen as far as possible; there were virtually
"no residential permits issued in 1966. A total of four
permits were issued in 1967 for $88,000. The number and
value of permits issued for alterations to existing resi-
dential buildings fell also; there were 36 permits issued in
1964 for $42,588, 23 permits in 1965 for $35,377, 26 in 1966
for $26,175, and in 1967 they increased to 49 and $55,221.
The number and judgment cost of Sheriff's sales of real
property in Moses Lake increased dramatically after Announce-
ment. There were 14 sales in 1964 with a total judgment,
cost of $415,413,' but in 1965 this had increased to 42 and
$447,337. Thirty-one of these sales took place in the third
and fourth quarters and represented judgment costs of $347,252.
The Sheriff's office had a very busy year in 1966. There
were 50 sales of real property in Moses Lake that year and
judgment costs totaling $572,005. The foreclosure rate
showed signs of declining during the fourth quarter of 1966
and in 1967 the number of sales had dropped off to 39 with
judgments totaling $429,742. Grant County data reflect much
the same pattern, but Moses Lake was certainly hardest hit.

Assessed valuation of property in Grant County dipped
from $66.4 million in 1964 to $64.7 million in 1965. However,
in 1966 there was a gain of $5.2 million followed by a $3.0
million gain in 1967. Property values in Moses Lake (esti-
mated by multiplying the asses3sed valuation by a factor of
four) fell from $57.7 million in 1964 to $54.1 million in
1965. They rose to $55.0 million in 1966 and declined again
in 1967 to $54.5 million.

Commercial and industrial building permits for Moses
Lake fell by more than half in 1965. The 1964 valuation of
the eight permits issued for new structures was $255,340,
but in 1965 only 4 permits were issued for a value of only
$116,000. However, in 1966 there were six permits issued
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for $138,300, and in 1967 there were 13 permits issued for
$293,179. The number and value of permits issued for alter-
ations to commercial and industrial structures for 1964-1967
were: 27 and $84,817; 15 and $20,545; 25 and $76,948; 30
and $378,509.

Conclus ions

ANALYSIS OF COMMUNITY REACTION TO CLOSURE

The immediate reaction to the November 1964 Announce-
ment was panic. Two retailers immediately closed down their
businesses without waiting for any effects. The first con-
certed action was to apreal for the reversal of the order.
When the community got down to business, it formed the
Larson Action Committee, Federal funds were sought (from
"Area Redevelopment Administration) and obtained for a
research project on the impact of the closure and possible
offset moves. The Grant County Public Utility District com-
piled a rather comprehensive report on the impact of the
closure of the Base. The Larson Action Committee and the
Chamber of Commerce went through the usual process of trying
to attract industry with a single lack of success. The
civic groups were very busy during the lead time period.

The single most effective result of community activity
was saving the Base for use as Grant County Airport. As of
this writing, industrial utilization of the Base is negligible,

but the potential for industrialization as well as the more
common airport uses provides at least strong hopes for the
future. Another very effective community action was the
establishment of Pronto Foods. Pronto is a community project.
The idea for a potato freezing plant was conceived, checked
as to potential, anJ organized on the basis of widespread
participation in investment. The community organizers set
a lower limit on investment by an individual at $300 and a
maximum per individual at $3,000. Six hundred residents
became stockholders, and a plant was built that reached an
employment level of 300 workers in 1967.
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RECOVERY BASE

The recovery in the County was based on an increase
in agricultural output and on the location or expansion of
food processing facilities in the area. Other than the
establishment of Pronto Foods, it is difficult to credit
civic groups with increases in agricultural and processing
increases. In agriculture, additional lands were receiving
water from the Columbia Basin Project and lands which had
been opened up in recent years were becoming more productive.
The construction and expansion of food prcessing plants
were undoubtedly a function of economics rather than promo-
tion. Most of the expansion took place in potato process-
ing. The potatoes grown in the area are ideal for processing,

Ssupply-was expanding to meet the needs of processors, and
market demand was very strong.

FUTURE PROBLEMS

Civic leaders point with pride to the statistics which
indicate complete recovery from the effects of the closure.
These statistics have been cited elsewhere in this report.
In terms of long-range economic development, however, Moses
Lake has been hurt in the following ways:

1. The quality of the labor force has been
diminished

2. The offsetting industries all suffer severe
unemployment for two or three months per year.

3. The community has lost ground in terms of diversi-
fication. It is now almost completely dependent
on agribu3iness (agriculture, servicing of agri-
culture, and processing of agricultural products).

New industries might find it difficult to obtain the
skills and professions they needed to employ. The unemploy-
ment problems inevitable to local economic activities will
represent a drain on public resources, as well as having a
negative impact on consumer businesses. Agricultural employ-
ment and employment in agricultural wholesaling enterprises
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is declining. Because of technology and science, each
year sees a decreased need for labor.

The community needs manufacturing enterprises which
operate twelve months per year and which utilize higher
skills and professions. Almost nothing of this character
exists in the community and nothing is visible on the
horizon.

THE ECONOMIC EFFECTS OF CLOSURE

Data on the whole economy cited above suggest recovery.
However, certain qualitative problems arose in that the
quality of the labor force diminished, many of the new jobs
are at or near the minimum wage and in the food processing
plants (which provided most of the new employment), 70 per
cent of the employees are women. Skilled and professional
types of workers who had been employed at Larson and in some
of the businesses serving Larson have departed--there is
nothing for them in Moses Lake.

The businesses which were hardest hit were business
services and construction. The largest construction ei.ter-
prise in Moses Lake during the operation of Larson as an
air base was one which did construction and maintenance
including runways. Except for a token establishment in which
it and another firm share a single office, this firm has
moved on. There was a fleet of 900 vehicles at Larson,
there were 1,350 homes and considerable equipment of all
types which needed servicing. Many of the firmi which did
this work were wiped out. Certain types of retail stores
(particularly those not directly competitive with the post
exchange) and eating places have lost business, although it
is not possible to determine whether turnover in retail
trade is directly related to the closure. For companies
which were supplying the base, the closure was a disaster
because some received most of their trade from the base.
The household goods moving companies, which did a consistently
good business all during the life of the base--and did a land-
office business during the closure process--found the closure
a disaster. The firms which were directly competitive with
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retail operations on the base (for example, gasoline service
stations which "lost" $270,000 per year to the single Larson
service station) have suffered little if any.-

REASONS FOR UNDERUTILIZATION

The most serious weakness in the position of the economy
in the post-closure period is that no industrial activity of
consequence has appeared on Larson AFB. The fact that a few
industrial firms, including Boeing, have obtained some
facilities on the base suggests that at some future time
they will utilize them for economic activities which will
generate incomes and employment. The chief explanation for
the failure of industrial firms to utilize the base so far
probably lay in its' location. The physical attributes of
the Base are excellent. It has buildings, residences, large
paved areas, an adequate water supply, level terrain and firm
soil. Locationally, however, Moses Lake is on the periphery
of the United States market, it is on the periphery in terms
of raw material supply for most industries, and much potential
industrial land lies between it and the major market concen-
trations (Seattle and western Washington, Spokane and Portland,
Oregon). Initially, it would appear that the most likely
industrial prospects for the Base would be footloose indus-
tries--especially industries that could distribute by air.

CURRENT CONTRIBUTION OF BASE

The contribution of the freed military property is posi-
tive but slight. The Community College operates facilities
on the Base, but this activity probably is not a net addition
to the community. The two Job Corps centers, with a total
employment of 70 people and with procurement needs important
to the community have been a net addition. The Grant County
Airport, in the black since April, 1967, is contributing
employment and revenues to the County (although revenues to
date are meager). The fact that Boeing and some smaller
firms have obtained Larson properties has a potential for

* the future, but none of the property-holders will state when
t they will use the facilities or how they will use them. The

total employment on the Base of somewhat over 100 people
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Introduct ion

Separate impact studies were originally scheduled
to study the announced closure of Hunter Air Force Base
at Savannah, Georgia and the Elwood Unit of the Joliet
Arsenal at Joliet, Illinois. Beause of subsequent events
these studies were terminated due to the fact that it soon
became clear that no impact could be e•pected in either of
the communities.

1

Hunter Air Force Base--Savannah, Georgia

One of the bases selected !or closure in the November
1964 Announcement was Hunter AFB located in Savannah.
Georgia. The phase-out was scheduled to be c~arried out
over a period of two and one half years. By the end of
1966 some reduction in civilian and military personnel had
taken place--from close to 6,000 to nearly 3,500. The only
immediate impact, however, of the phase-out was on the
housing market and was localized to the immediate vicinity
of the Base. While some plans had been made to utilize the
Base facilities in private activity, no actual re-use had
occurred by the end of 1966.

On December 15, 1966 the DOD announced that Hunter AFB
had been selected as the site for a major Army helicopter
pilot training center. This role for the Base was scheduled
to result in a larger civilian and military 'c6mponent than
had been associated with Hunter AFB in 1964--6,400 vs.
6,000. By early 1967 Army personnel had begun to arrive.
Whatever effect was caused by the decision to close Hunter
and the reductic of personnel during 1965 and 1966 was off-
set by the Announcement of a changed role for the Base and
by the rapid buildup of personnel associated with this new
role.

1. This summary was prepared on the basis of material
supplied by Jerry L. Lewis, Industrial Development Division,
Georgia Institute of Technology.
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Elwood Unit of the Joliet Arsenal--Joliet, Illinois'

The Elwood unit of the Joliet Arsenal located near
Joliet, Illinois, was scheduled for closure by July 1965.
Very few (6) military personnel were involved; however- a
substantial number of civilian jobs were scheduled for dis-
location--878. The DO!) estimate was that this closure would
cause severe problems for the Joliet area. This las not
happened At almost the same time that the Elwooc nit was
closed, the Kankakee unit was activated. By Decer;t. 1965.
employment at the Kankakee unit totaled 890, with an addi-
tiinal 490 persons employed in construction activity. It
is clear that the opening of the Kankakee unit forestalled
any serious economic impact in the Joliet areas caused by
" the closure of the Elwood unit.,

1. This summary was prepared on the basis of material
supplied by Roger K. Chisholm. School of Business, North-
western University.
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ACDA PUBLICATIONS ON THE ECONOMIC IMPACT
OF DEFENSE AND DISARMAMENT

IN THE UNITED STATES

GENERAL

"* Economic Impact.; of Disarmament (ACDA 2), January
1962.

"* The Economic and Social Consequences of Disarmament
(ACDA 21), June 1964.

"* The Timing of the Impact of Government Expenditures
(ACDA/E-157), University of Pittsburgh, November 1970.

# Adjustment of the U.S. Economy to Reductions in

Military Spending (ACDA/E-Il6), University of Colorado.

MEASUREMENT

Survey of Economic Models for Analys 4 s of Disarmament
Impacts (ACDA/E-59), University of Michigan, July 1965.

A Study to Measure Direct and Indirect Impacts of
Defense Expenditures on an Economy (ACDA/E-85),
University of Washington, August 1967.

# An Economic Impact Study of the Minuteman II Weapon
System (ACDA/E-125), Research Analysis Corporation.

INDUSTRY,

* The Implications of Reduced Defense Demand for the
Electronics Industry (ACDA/E-48), Battelle Memorial
Institute, September 1965.

* Defense Industry Diversification (ACDA/E-68), Denver
Research Institute, January 1966.

_ _ _ _ _
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Industry (ACDA/E-66), Midwest Research Institute,
May 1966.

* Defense Systems Resources in the Civil Sector (ACDA/E-103),

Denver Research Institute, July 1967.

The Management of Growth and Technological Change
(ACDA/E/RA-15), Northeastern University, August 1967.

Technological Innovation in Civilian Public Areas
(ACDA/E-118), Analytic Services, Inc., August 1967.

The Processes of Technological Innovation: A Con-
ception Systems Model (ACDA/E/RA-35), George Washington

University, January 1968.

Defense Dependency of the Metalworking Machinery,--
and Equipment Industry and Disarmament Implications
(ACDA/E-130), Resource Management Corporation,
June 1969.

MANPOWER

* The Dyna-Soar Contract Cancellation (ACDA/E/RA-13),

State of Washington Employment Service, June 1965.

* (I) Post Layoff Experiences - Republic Aviation Workers
and (II) The Transferability of Defense Job Skills to

Non-Defense Occupations (ACDA/E-69), State of New
York, Department of Labor, August 1966.

* Reemployment Experiences (ACDA/E-67), Martin Marietta,

December 1966.

* The Transferability and Retraining of Defense Engineers
(ACDA/E-ll0), Stanford Research Institute, November 1967.

The Potential Transfer of Industrial Skills from
Defense to Non-Defense Industries (ACDA/E-102),
State of California, Department of Labor, June 1968.
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"* Reemployment Experiences of Defense Workers (ACDAfE-i3),
University of Colorado, November 1968.

"* Pensions and S4 verance Pay for Displaced Defense
Workers (ACDA/#-I38), University of Illinois, July 1969.

# CharacteristicL of Potential Unemployment Problems
in Vietnam Prourement Reductions (ACDA/E-168),
Research Analysis Corporation.

REGIONS

Adjustments to Reduced National Defense Expenditures
in New Mexico (ACDA/E-58), Kirschner Associates,
January 1966.

* Community Readjustment to Reduced Defense Spending
(ACDA/E-57), National Planning Association, January 1966.-

Comrnunity Information System (ACDA/E-88), National
Planning Association, July 1967.

* Ammunition Production for Vietnam-Impact on Southeast
Kansas (ACDA/E-142), Midwest Research Institute,
February 1970.ý

Copies of completed studies which have been printed by
the Government Printing Office may be purchased directly from
the Superintendent of Documents, U.S. Government Printing Office,
Washington, D.C. 20402. Several other reports are available
in limited number in ACDA and may be obtained on request to
RIC, U.S. Arms Control and Disarmament Agency, Washington, D.C.
20451. Copies of research reports have been forwarded to major
public and academic libraries in the U.S. and to U.N. libraries
in New York and Geneva.
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