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U.S. maritime jobs
disappearing despite
protectionist Jones Act

Supporters of the 1920 law
seem to be citing numbers
that just don’t add up

By Mark Coleman and Jonathan Helton
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Letter from the President

Dear Reader,

Welcome to this latest policy brief from the
Grassroot Institute of Hawaii, which features careful

analysis of official government statistics to call into
question the claim that hundreds of thousands of U.S.
maritime-related jobs owe their existence to the fed-
eral law known as the Jones Act.

This emotion-laden allegation touted by Jones Act

Keli'i Akina, Ph.D. supporters engenders sympathy for the law, which

President and CEO

Grassroot Institute of Hawai restricts domestic shipping competition to only ves-

sels that are U.S. flagged and built, and mostly owned
and crewed by Americans.

For more than a century, these protectionist
restrictions have disproportionately increased the
cost of living in areas of the country that are heavily
dependent on waterborne transportation, all while
benefiting only a handful of special interests.

And in an apparent attempt to bolster support for
the law, maritime job numbers cited by Jones Act
supporters have ballooned in recent years. These
claims originate from a study that has never been
made public, yet publicly available statistics cited
in this brief show that U.S. maritime jobs have been
declining for decades.

U.S. maritime jobs disappearing ...



The charts and graphs presented here give color
to these points, with the main takeaway being that
Congress should take a fresh look at the Jones Act
without grave concern for whether repeal or reform
would result in economic calamity through massive
job loss.

Updating the Jones Act for this century could actu-
ally spark expansion of the U.S. shipping fleet, which
would lead to energetic maritime job growth and
lower prices for U.S. consumers.

At its core, the Jones Act runs counter to all of the
policies the Grassroot Institute works diligently to
champion — policies intended to lower Hawaii's cost
of living and promote economic freedom and market
competition — and we will continue to shed light on
how its outdated restrictions harm our island ohana
and fellow U.S. citizens.
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Executive summary

I Yederal restrictions on maritime transportation within the United States have
generated fierce criticism for increasing transportation costs, especially for
residents of coastal and noncontiguous areas.

Defenders of these restrictions claim that blocking foreigners from competing
in U.S. maritime markets contributes to national security and protects American
jobs.

The most well known of such restrictions is Section 27 of the Merchant Marine
Act of 1920, commonly known as the Jones Act, which its supporters say is
responsible for as many as 650,000 U.S. jobs. This report calls into question that
estimate by using official government statistics to show that jobs in U.S. water
transportation and related industries have decreased by 2.62% since 1990
— from 273,100 to 265,900 in 2023, the latest calendar year for which employ-
ment figures are available.

This report also shows that a study often cited by Jones Act supporters as the
basis for their job estimates uses questionable economic multipliers, suggesting
that the 650,000 jobs figure is an overestimate.

Furthermore, this report notes that repeal or reform of the Jones Act would
be unlikely to jeopardize U.S. maritime jobs since it likely would spur a boom in
traffic between U.S. ports, thus increasing such employment.

This information should encourage Congress to reconsider the supposed
economic benefits of the Jones Act.
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Introduction: What is the Jones Act?

he Jones Act — typically a reference to Section 27

of the Merchant Marine Act of 1920 —is a law that
restricts competition in the waterborne transportation
of goods within the United States. Specifically, it
requires that all goods carried between U.S. ports be
on vessels that are U.S. flagged and built, and mostly
owned and crewed by Americans.

The term “Jones Act” sometimes refers to the entire
body of U.S. cabotage regulations,” which includes
laws such as the 1886 Passenger Vessel Services Act,
the 1906 Foreign Dredge Act and the 1940 Towing
Act. These statutes restrict passenger ships, dredging
vessels and tugboats in manners similar to Section 27
of the Merchant Marine Act of 1920.

This brief will use the term “Jones Act” in reference
to only Section 27 of the Merchant Marine Act of 1920
and not the entire body of U.S. cabotage laws, unless
otherwise noted.

In economic terms, the Jones Act is a nontariff trade
barrier since it restricts international trade by means
other than taxes or duties.? Essentially, it is a program
that uses government regulations to benefit a par-
ticular industry, presumably without spending any
significant amount of tax dollars.?

However, the act serves as a de facto tax because
its build and crewing mandates and exclusion of

foreign competition result in higher prices for con-
sumers. Moreover, this Jones Act tax falls unevenly

... the act serves as a de facto tax
because its build and crewing
mandates and exclusion of
foreign competition result in
higher prices for consumers.
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on U.S. citizens, depending on how much they rely
on waterborne transportation for their goods and
services for personal or business needs.

The law's supporters often justify this protectionism
on the grounds of national security. Indeed, the stated
objectives of the Merchant Marine Act of 1920 include
ensuring that America’s maritime industry is sufficient
to provide “shipping service essential for maintaining
the flow of the waterborne domestic and foreign com-
merce at all times” and serve as “a naval and military
auxiliary in time of war or national emergency.”*

This brief does not examine the national security
justifications for the Jones Act, which other research
has found wanting.® Instead, it focuses on the eco-
nomic claim that the Jones Act supports “hundreds of
thousands of jobs."¢
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Defining U.S. water transportation jobs

Determining which jobs are involved in U.S. water
transportation is difficult. There are, however, past
reports that have provided helpful definitions of what
a water transportation job is.

This brief uses definitions found in a 2013 report
issued by the U.S. Maritime Administration, which
examined changes in “water transportation and
related employment” and concluded that the number
of U.S. jobs in those sectors declined by 3.7% between
2006 and 2011, from 257,200 to 247,700.7

The MARAD report divided water transportation
and related industries into three broad categories:
shipbuilding and repairing, water transportation, and
port services.®

These categories and their job counts correspond

| || \ \'JI
l|| | J|| ‘ [ .i|
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to the following North American Industry Classification
System codes:?

Shipbuilding and repairing,
NAICS code 336611."

Water transportation, NAICS
code 483," consisting of:

* "Deep sea freight transportation,” code 483111.

¢ "Deep sea passenger transportation,” code
483112.

e “Coastal and Great Lakes freight transportation,”
code 483113.

e “Coastal and Great Lakes passenger,” code
483114.

¢ “Inland water freight transportation,” code 483211.

¢ “Inland water passenger transportation,” code

483212.

Support activities for water
transportation,” consisting of:

e “Port and harbor operations,” code 488310.
® “Marine cargo handling,” code 488320.
* “Navigational services to shipping,” code 488330.

¢ “Other support activities for water transportation,”

code 488390.
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The tables at right show the number of private sector
jobs in each NAICS-coded “water transportation and
related industries” sector in 1990 and 2023, based on
the most recent quarterly census of employment and
wages data published by the U.S. Bureau of Labor
Statistics."?

Page 6 U.S. maritime jobs disappearing ...

Table 1: Shipbuilding and repairing, NAICS code 336611

NAICS Category

Shipbuilding and repairing,
336611

Jobsin1990 Johsin 2023
122,000 103,800

%
change

-14.92

Table 2: Water transportation jobs, NAICS code 483

NAICS Category

Deep sea freight
transportation, 483111

Deep sea passenger
transportation, 483112

Coastal and Great Lakes
freight transportation, 483113

Coastal and Great Lakes
passenger transportation,
483114

Inland water freight
transportation, 483211

Inland water passenger
transportation, 483212

Johsin 1990 Jobs in 2023
20,200 10,300
4,600 14,900
11,500 9,200
4,500 5,700

17,000 23,000

2,600 4,200

%
change
-49.17
224.13

-20.00

21.73

35.05

63.08

Table 3: Support activities for water transportation, NAICS code 4833

NAICS Category

Port and harbor operations,
code, 488310

Marine cargo handling, 488320

Navigational services to
shipping, 488330

QOther support activities for
water transportation, 488390

Jobsin1990 Jobsin 2023
18,700 8,000

36,700 62,200
22,000 16,600

13,100 8,000

%
change

-57.19

69.48
-24.37

-39.12

Appendix A further defines each NAICS code,

including their employment changes over time.
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Figure 1: Total number of water transportation and related jobs (thousands), 1990-2023
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Figure 1 above illustrates how, taken together, busi-
nesses in these 11 NAICS codes provided 273,100
jobs in 1990 and 265,900 jobs in 2023 — a decrease of
2.62%.

The causes of this decrease could include improved
technology and automation, corporate consolidation
and competition from other transportation modes.
But whatever the reasons, job numbers in U.S. water
transportation and related industries have clearly been

declining — despite the claims from Jones Act support-

ers that America’s protectionist maritime laws are in
place to prevent just that.™

... Job numbers in U.S. water
transportation and related
industries have been declining
— despite the claims from Jones
Act supporters that America’s
protectionist maritime laws are
in place to prevent just that.

How many jobs does the
Jones Act support?

n contrast with the overall flat trendline illustrated in

Figure 1, organizations that support the Jones Act
allege that employment related to the Jones Act has
increased significantly in recent decades.

In 1997, supporters stated that 124,000 jobs owed
their existence to the law; 20 years later, in 2017, that
alleged figure stood at 500,000.

Now, in 2024, the widely touted total is 650,000
jobs. That figure was derived from a study by
accounting firm PricewaterhouseCoopers titled
"Contribution of the Jones Act Shipping Industry
to the US Economy,”® commissioned in 2019 by
the Transportation Institute, which actively lobbies
Congress to support the Jones Act.””

The PwC study looked at 2016 data and concluded
that "approximately 95,470 U.S. jobs in the commercial
shipbuilding and domestic waterborne transportation
industries were directly attributable to the Jones Act
shipping industry.”1®

In addition, the study said that “the Jones Act
shipping industry supported another 552,750 indirect
and induced jobs in other sectors of the economy,
or about 5.8 jobs for each direct job in the Jones Act
shipping industry. In total, combining both operational

grassrootinstitute.org Page 7
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and capital investment impacts, the Jones Act ship-
ping industry directly or indirectly supported 648,220
jobsin 20167

The methodology used by the PwC report has never
officially been released to the public, but a copy of its
executive summary briefly posted online — since taken
down — shed light on some of the methods used.?°

According to that summary, the 95,470 direct jobs
comprised 43,300 in “shipbuilding and repairing” — of
which repairing is not directly covered by the Jones
Act —and 52,100 in “waterborne transportation.”

These figures mirror two of the NAICS codes
mentioned in this report — namely the “water transpor-
tation” and “shipbuilding and repairing” sectors.

Looking at 2016 NAICS data for both segments
shows 96,600 jobs in “shipbuilding and repairing”
and 65,000 jobs in “water transportation” as a
whole, for a total of 161,600 jobs.

18 1
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significant confusion as to how PwC came to its conclusions.

This suggests PwC researchers looked at a subset
of the jobs in each code, but because their full report
has not been released, it is unclear how they arrived at
their lower figures.

What is clear is that PwC used a multiplier of 6.8 to
reach its conclusion that these 95,470 direct jobs sup-
ported 530,180 “indirect” jobs and 22,570 “induced”
— for a total of 648,220.

This indicates that every job directly supported by
the Jones Act creates 5.8 more jobs in other sectors of
the economy — something known in economics as a
multiplier effect. In this case, the multiplier is 6.8 since
every job creates or sustains 5.8 others.

A multiplier of 6.8 might be somewhat overstated,
however.

A 2021 report by the U.S. Maritime Administration,
which used NAICS codes, the IMPLAN economic
model and 2019 data, found the multiplier effect for

No matter the specific multiplier figure, there remains




jobs in the NAICS code for “shipbuilding and repair”
to be 3.67.%

In other words, every job supported by “ship-
building and repairing” supports another 2.67 jobs
elsewhere in the economy.

Using this lower multiplier, the 43,300 jobs PwC
claims to be supported by the Jones Act in “ship-
building and repairing” would generate 115,611 jobs
elsewhere in the economy for a total of 158,911 jobs.

Thus, the other 51,200 jobs in waterborne trans-
portation would need a multiplier of 9.56 to provide
the remaining 438,109 indirect and induced jobs
allegedly supported by the Jones Act.

This multiplier appears high in comparison with
other reported multipliers for waterborne transpor-
tation. Research from the Economic Policy Institute
suggests the multiplier for waterborne transportation
is 8.74 — a high multiplier to be sure, but less than
PwC's apparent assumption.?2 Meanwhile, EPI esti-
mates that ship and boat building together have a
multiplier of just 3.29.%

No matter the specific multiplier figure, there
remains significant confusion as to how PwC came to
its conclusions. The Transportation Institute would do
well to publicly release the study to foster an honest
debate about how many waterborne transportation
and related jobs there really are.
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Does the Jones Act create jobs?

A this point, two things should be clear: Jobs
associated with waterborne transportation have
slightly decreased since 1990, and claims that hun-
dreds of thousands of jobs owe their existence to the
Jones Act are likely overstated.

This raises the point that maritime jobs affected by
the Jones Act often are called "Jones Act jobs."?* But
the phrase “Jones Act jobs” puts the cart before the
horse, since U.S. maritime jobs would exist even if the
Jones Act didn't.

The Jones Act itself is not a “source” of jobs — except
perhaps for government employees who enforce its
provisions. At most, it has been serving as a rescue
line to certain high-paid mariner and shipbuilding
jobs that possibly could disappear if the protective
restrictions of the Jones Act were to be repealed
or reformed. Otherwise, employment in U.S. water
transportation and related industries would continue
to exist.

In fact, if the Jones Act's exclusion of foreign-owned
companies were repealed or reformed, there likely
would be more maritime industry employment in the
U.S., since foreign companies then could participate
in domestic trade markets, spurring a boom in traffic
between U.S. ports.

Similarly, repealing at least the U.S.-build and U.S.-
crew requirements would reduce the capital and labor
costs of U.S. carriers, which also would likely incentiv-
ize more domestic shipping and create more jobs.

N1 1A 1]
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This is not to say that all U.S. maritime jobs would
continue to exist in the absence of the Jones Act. The
number of jobs that might be lost in the most extreme
situation — a total Jones Act repeal — of course is
impossible to forecast.

But even focused reforms, such as removing the
law’s domestic-build requirement, would be unlikely
to cause significant job loss.

The NAICS category for “shipbuilding and repair-
ing,” for example, contained 103,800 jobs in 2023.
A 2021 report commissioned by the U.S. Maritime
Administration found that in 2019, companies in this
NAICS code received almost 80% of their revenues
from building and repairing U.S. military vessels?®
that are subject to a separate set of protectionist laws
unrelated to the Jones Act.?

Additionally, private sector repair jobs included
by PwC in their calculations are unrelated to the
Jones Act. The law does not mandate where ships in
domestic commerce must be repaired, only where
they must be built. As a result, many Jones Act carri-
ers have their vessels repaired abroad, even though
they must pay a tariff to the U.S. government equal
to 50% of the cost of all repair work done outside the
United States.?’

r|t|me JObS dlsappearmg

For example, Matson and Pasha, the two Jones Act-
compliant carriers that dominate the shipping market
in Hawaii, rely heavily on Chinese shipyards to service
and maintain their Jones Act vessels. Other Jones Act
carriers also often send their ships to Chinese ship-
yards for repairs and upgrades.?®

In addition, any jobs lost due to changing the Jones
Act must be weighed against the jobs that could be
created by those changes. Besides possibly inhibiting
domestic waterborne shipments,? it is well-docu-
mented that the Jones Act has long been a burden
to myriad U.S. industries ranging from farming and
ranching to steel and petroleum production.®® These
industries would likely see employment increases as
a result of removing the Jones Act tax and enabling
Americans to more efficiently trade and do business
with one another.

It is an open question regarding how many jobs
would exist in U.S. waterborne transportation without
the Jones Act, but it appears the law protects only a
small fraction of the jobs its supporters claim.
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Conclusion

Over the past three decades, U.S. water transportation and
related jobs have fluctuated in number but generally
trended downward.

The total number of such jobs declined by 2.62% between
1990 and 2023, with some categories suffering significant
declines and others increasing, as shown in Table 1 and the
appendix to this report.

Claims that the number of jobs supported by the Jones Act
have increased fivefold since 1997 — from 124,000 to 650,000
— are suspect and ignore the overall downward trend in water
transportation and related jobs.

Furthermore, the downward trend in U.S. maritime
employment has coincided with the decline in the size of
America’s oceangoing commercial fleet and the volume of
goods being transported domestically by water — both of
which can reasonably be attributed to the restrictions on
competition and increased capital and operating costs
imposed by the Jones Act.?'

The Jones Act clearly benefits only a select few companies
and their employees, and its overall economic harm and
ineffectiveness at protecting water transportation jobs
suggests Congress should think seriously about updating the
law for the 21st century.
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Appendix A: NAICS code detail

The following pages provide detail on each NAICS
code relevant to this report, including the NAICS
definitions of each code and employment changes
between 1990 and 2023.

Water transportation, 483

Deep sea freight transportation, 483111,
down 49.17% (see Figure A1 below)

Deep sea freight transportation is defined as “estab-
lishments primarily engaged in providing deep sea
transportation of cargo to or from foreign ports.”*2 The

Figure A1: Deep sea freight transportation jobs (thousands), 1990-2023

20

15

10

number of deep sea freight jobs declined by 49.17%
between 1990 and 2023, from 20,200 to 10,300.

Deep sea passenger transportation, 483112,
up 224.13% (see Figure A2 below)

The deep sea passenger transportation sector
consists of "establishments primarily engaged in
providing deep sea transportation of passengers to
or from foreign ports.”3* U.S. deep sea passenger jobs
increased by 224.13% between 1990 and 2023, from
4,600 to 14,900.34

Figure A2: Deep sea passenger transportation jobs (thousands), 1990-2023
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0 | | |
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Coastal and Great Lakes freight transportation,

483113, down 20% (see Figure A3 below)

The Coastal and Great Lakes freight transportation
sector comprises “establishments primarily engaged
in providing water transportation of cargo in coastal
waters, on the Great Lakes System or deep seas
between ports of the United States, Puerto Rico, and
United States island possessions or protectorates.
Marine transportation establishments using the facili-
ties of the St. Lawrence Seaway Authority Commission
are considered to be using the Great Lakes Water
Transportation System. Establishments primarily
engaged in providing coastal and Great Lakes barge
transportation services are included in this industry.”3®

Grassroot Institute of Hawaii

Between 1990 and 2023, the number of Coastal
and Great Lakes freight jobs declined by 23.48%, from
11,500 to 9,200.

Coastal and Great Lakes passenger transporta-
tion, 483114, up 27.73% (see Figure A4 below)

America's coastal and Great Lakes passenger sector
comprises “establishments primarily engaged in pro-
viding water transportation of passengers in coastal
waters, the Great Lakes System or deep seas between
ports of the United States, Puerto Rico, and United
States island possessions and protectorates. Marine
transportation establishments using the facilities
of the St. Lawrence Seaway Authority Commission
are considered to be using the Great Lakes Water
Transportation System.”3¢

Figure A3: Coastal and Great Lakes freight transportation jobs (thousands), 1990-2023
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10

Figure A4: Coastal and Great Lakes passenger transportation jobs (thousands), 1990-2023

1990 2000

2010 2020
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The number of U.S. jobs in the coastal and Great

Lakes passenger sector increased by 27.73% between
1990 and 2023, from 4,500 to 5,700.

Inland water freight transportation, 483211,
up 35.05% (see Figure A5 below)

Inland water freight transportation consists of “estab-
lishments primarily engaged in providing inland water
transportation of cargo on lakes, rivers or intracoastal
waterways (except on the Great Lakes System).”¥” The
number of inland water freight transportation jobs
increased by 35.05% between 1990 and 2023, from
17,000 to 23,000.

Figure A5: Inland water freight transportation jobs (thousands), 1990-2023

Inland water passenger transportation,
483212, up 63.08% (see Figure A6 below)

The inland water passenger transportation sector
comprises “establishments primarily engaged in pro-
viding inland water transportation of passengers on
lakes, rivers, or intracoastal waterways (except on the
Great Lakes System).”®® The number of inland water
passenger transportation jobs increased by 63.08%
between 1990 and 2023, from 2,600 to 4,200.
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Figure A6: Inland water passenger transportation jobs (thousands), 1990-2023
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Support activities for water
transportation, 4833

Port and harbor operations, 488310, down
57.19% (see Figure A7 below)

Port and harbor operations are “establishments pri-
marily engaged in operating ports, harbors (including
docking and pier facilities) or canals.”®” The number of
port and harbor operations jobs decreased by 57.19%
between 1990 and 2023, from 18,700 to 8,000.

Figure A7: Port and harhor operations jobs (thousands), 1990-2023

20

15

10
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Marine cargo handling, 488320, up 69.48%
(see Figure A8 below)

The marine cargo handling sector is defined as
"establishments primarily engaged in providing
stevedoring and other marine cargo handling services
(except warehousing).”*° The number of marine cargo
handling jobs increased by 69.48% between 1990 and
2023, from 36,700 to 62,200.

40

20

1990 2000

2010 2020
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Navigational services to shipping, 488330,
down 24.37% (see Figure A9 below)

Navigational services to shipping include docking
and undocking marine vessel services, piloting ser-
vices marine vessel traffic reporting services, tugboat
services and harbor operation. It also includes marine
salvage establishments.*' The number of jobs covered
by navigational services to shipping decreased by
24.37% between 1990 and 2023, from 22,000 to
16,600.

Figure A9: Navigational services to shipping jobs (thousands), 1990-2023

Other support activities for water transpor-
tation, 488390, down 39.12% (see Figure A10
below)

Other support activities for water transportation
are establishments primarily engaged in providing
services to water transportation, except port and har-
bor operations, marine cargo handling services and
navigational services to shipping.*? Examples of work
in this sector include floating drydocks, ship scaling
services and marine cargo checkers. The number of
“other support activities for water transportation” jobs
decreased between 1990 and 2023 by 39.12%, from
13,100 to 8,000.

10

Figure A10: Other support activities for water transportation (thousands), 1990-2023

1990 2000

2010 2020
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Shipbuilding and repairing,
336611

Shipbuilding and repairing, 336611, down
14.92% (see Figure A11 below)

The NAICS Association defines the shipbuilding and
repairing sector as “establishments primarily engaged
in operating shipyards. Shipyards are fixed facilities
with drydocks and fabrication equipment capable of
building a ship, defined as watercraft typically suitable
or intended for other than personal or recreational
use. Activities of shipyards include the construction
of ships; their repair, conversion and alteration; the

Figure A11: Shipbuilding and repairing jobs (thousands), 1990-2023

Grassroot Institute of Hawaii

production of prefabricated ship and barge sections;
and specialized services, such as ship scaling."4?

Note that the NAICS has a separate category called
boat building, code 336612, which it describes as
"establishments primarily engaged in building boats.
Boats are defined as watercraft not built in shipyards
and typically of the type suitable or intended for
personal use. Included in this industry are establish-
ments that manufacture heavy-duty inflatable rubber
or inflatable plastic boats."**

The number of shipbuilding and repairing jobs
declined between 1990 and 2023 by 14.92%, from
122,000 to 103,800.
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