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Introduction 
 
The purpose of the Office of Economic Adjustment (OEA) Defense Industry Adjustment (DIA) 
program is to assist communities to respond effectively to adverse defense impacts such as 
termination of a major defense contract.  This usually means helping communities diversify 
defense dependent economies by developing community strategies and initiatives to assist firms 
and their employees. 
 
The process of adjustment is a social, political, economic and technical procedure for planning 
and implementing strategies and initiatives to ameliorate the adverse defense impacts and 
improve the present and future welfare of the community.  Whether it is the closure or 
realignment of a military installation, cancellation or termination of a DoD contract, or a 
reduction in force in the number of the DoD military and/or civilian personnel that  causes an 
adverse defense impact, the economic recovery process is similar.  Usually the three phase 
adjustment process revolves around identifying an organization to assume the responsibility for 
carrying out the program, planning the adjustment and implementation of the strategy.  Local 
economic adjustment presents the opportunity for local officials to define a vision for a healthier, 
more diverse community; to build consensus and partnerships around that vision; and to design 
and implement strategies to bring it to fruition. 
 
Community response actions may include any or all of the following: assistance for 
small/medium sized businesses; business financing programs; procurement assistance centers; 
industry clusters; manufacturing extension partnerships; export assistance; workforce assistance 
programs; business incubators; and/or a comprehensive strategy with multiple initiatives. 
 
Community Adjustment 
 
Community adjustment planning activities start with identifying the adverse impacts and 
assessing community strengths, weaknesses and opportunities.  Often a survey workers and 
businesses is used to solicit ideas and identify needs and potential areas of conflict.  Critical to  
success is defining a community vision to which community stakeholders can give their support.  
Building capacity, coalitions and organizational commitment are necessary next steps to being 
able to carryout an approved strategy.  Preparing strategies and a creditable plan of action 
includes identify measures of success and means for implementing the plan.  The benefits of 
community planning activities are that they establish a focus for effective response, help to 
resolve issues, and are an educational process for members/community. 
 
Keys to Success 
 
The most important element of a successful economic adjustment processes is effective local 
leadership.  Effective leadership helps define the vision or new direction for their community. 



 2 

 
• No one strategy will work for everyone.  Each adjustment strategy must be designed based 

on local needs and local resources. 
• Local economic adjustment will always include economic diversification strategies to 

broaden and strengthen the local industry, tax and employment base in a community.1 
• Generally speaking, economic adjustment is successful when the following occur: 

a.  An uncertain economy undergoing economic diversification is stabilized. 
b.  The local employment and tax base are returned to the levels at which they were prior 
to the change in the economy. 
c.  Effective community adjustment will ensure the coordination and full utilization of 
existing publish and private programs, systems, and networks. 

• Local government can play a variety of roles relative to industry adjustment, including 
educating about options, organizing resources, facilitating diverse interests, and providing 
technical/financial assistance. 

 
Community diversification is an orderly community transition from dependence upon one 
industry sector for employment such as defense to a more balanced mix of private sector 
employment opportunities for the community.  There are two types of assessment that should be 
conducted as part of the economic adjustment process. 
 
Assessing your local community by defining the community’s degree of defense dependency. 
How vulnerable is the community to defense cuts?  How will defense cuts affect the community? 
In this effort, the following data should be obtained: 

 
• the number of defense prime contractors and subcontractors in the community 
• the percent of the local labor force tied to defense spending, directly and/or indirectly 
• the proportion of sales that are defense-related 
• the community’s dependence on a particular industry (e.g., aerospace) or weapon 

system that is scheduled to be eliminated or is at risk  
• the community’s tax and labor force at risk 
• the community’s level of dependence compared to state and national averages for 

percent of employment, tax base, and/or purchases 
 
Assessing and Coordinating Resources starts with assessing local resources and readiness to 
respond.  Would the community be ready to respond to plant closures or layoffs?  Typically, a 
community must call on the expertise and skills of those in social work, employment and 
training, and finance.  Non-profit groups, service organizations, and churches are all part of a 
community's service delivery network.  In assessing resources and readiness, the following data 
should be obtained: 

• Who are the providers and what are the services that could be tapped in the event of a 
layoff or plant closure?   

• What is the capacity of these service providers and their programs? 
• What resources are currently available or could be tapped if necessary? 2  

                                                        
1 Workforce Adjustment Strategies 1996,  Sherry Holliman, OEA 
2 Defense Economic Adjustment, National League of Cities 
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Communities can benefit also from looking at their regional economies to determine how to 
support and strengthen promising industry clusters. The overall economy, rather than the defense 
sector, will be the source of new business opportunities for suppliers.3 Industry clusters consist of 
competing and collaborating businesses in a region, networked into horizontal and vertical 
relationships.  When regions have been successful at nurturing industry clusters, they typically 
have developed high quality “economic institutions” that provide the skills, technology, 
financing, and other inputs that support the specialized needs of competitive business clusters.4 
 
The OEA may assist as a provider of technical and financial assistance for initial planning 
activities and as a bridge to other federal agency assistance.  OEA can provide the following 
assistance to communities: 
 
• Defense adjustment planning advice 
• Access to other Federal programs 
• Access to a network of communities 
• Planning grants for organizational support and the hiring of consultant expertise 
 
Workforce Adjustment.   DIA projects do not involve real estate and reuse of military 
installations; rather, they are more concerned with job creation and workforce adjustment.  As 
the community diversifies its economy and creates new jobs, it must consider the interests of 
workers facing displacement as well as the need to ensure a well-trained workforce to fill the 
jobs being created.  In today’s information technology economy, the availability of skilled labor 
is often the most important factor in the locational decisions of businesses. 
 
The impact of defense cuts should be assessed within the total economic context of the area.  
Sufficient advance notice of industry layoffs is helpful in minimizing adverse impacts, as it gives 
the community time to develop and implement adjustment strategies and gives the worker time 
to prepare and obtain new employment.  The challenge in DIA projects is that advance notice in 
many cases is limited.  Over the years, four steps taken by employers have proven to be 
beneficial to laid-off workers: advance notification of layoff, granting severance pay, authorizing 
extended benefits, and providing outplacement services. 
 
Business Assistance Programs.  Communities need to think about expanding their efforts to 
encourage “start-up” businesses and attracting new businesses (and maybe new industries) that 
can make use of the area’s present strengths.  OEA’s DIA projects, while not offering direct 
assistance to businesses, assist communities whose adjustment strategies may include 
components that benefit business expansion and development efforts.  Business assistance 
programs can be vital in enhancing an entrepreneurial climate, in facilitating the creation and 
growth of new businesses, and in helping existing businesses overcome declining markets. 
 
Successful business development programs evince several shared characteristics that are critical 
to success.  Five factors have been especially important: 

• Provide hands-on help. 
• Provide a wide range of services. 

                                                        
3 A Roadmap for Communities, EBCRC 
4 Cluster Based Economic Development, EDA 
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• Focus on market development. 
• Offer management training. 
• Focus on affordable technology. 
 

In addition, successful programs traditionally provide “one-stop shopping” for business 
development.  In this sense, the programs are user-friendly5. 
 
Market research, marketing strategies and techniques, technology transfer information and 
assistance, and access to financial assistance are some of the most likely types of assistance 
needed by industry.  Industry adjustment strategies should be based on local needs.  Strategies 
may include early warning systems, export assistance, one-stop-shops, infrastructure assistance, 
technology transfer, and manufacturing networks.  New product development, new market 
development and new business development are additional industry adjustment strategies. 
 

                                                        
5 Next Step in Business Conversion, BENS 


