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Abstract

We use a newly-assembled dataset to investigate the employment consequences
of deindustrialization for 1,993 cities in France, Germany, Great Britain, Italy, Japan
and the United States. In all six countries we find a strong negative relationship
between a city’s share of manufacturing employment in the year of its country’s
manufacturing peak and the subsequent change in the city’s total employment, re-
flecting the fact that cities where manufacturing was initially more important ex-
perienced larger negative labor demand shocks. But this average effect masks vast
heterogeneity across cities. In a significant number of former manufacturing hubs,
total employment fully recovered or even exceeded initial levels, despite the loss
of manufacturing jobs. Overall, 34% of former manufacturing hubs in our sample
experienced employment growth faster than their country’s mean, suggesting that a
surprisingly large fraction of cities was able to adapt to the negative employment
shock caused by deindustrialization. We then seek to understand the causes of such
differences in labor market performance across cities. We find that deindustrializa-
tion had profoundly different effects on local employment depending on the initial
level of schooling of the local labor force. In particular, using an instrumental vari-
able based on the driving distance to historical colleges and universities, we find
that cities that had a high share of college graduates in the labor force in the year
of their country’s manufacturing peak experienced faster subsequent total employ-
ment growth than cities with a low share of college graduates in the labor force. Our
estimates imply that total employment in a city at the 75th percentile of its coun-
try’s college share distribution grew 7 percentage points faster per decade than total
employment in a city at the 25th percentile. Most of this difference is due to faster
employment growth in human capital-intensive services, which more than offsets the
loss of manufacturing jobs.
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