San Diego Military Economic Impact Study

August 2008

Commissioned by:

[image: image4.png]«J> export access




San Diego Military Advisory Council

www.sdmac.org

[image: image1.png][ ——
SDIVIAT





Contents
Executive Summary






4
Southwest U.S. Training Hub






7
San Diego Microcosm Creates Synergies

Section I: Region-wide Economic Impacts


9
Defense Spending in San Diego




11
Total Economic Impacts





12
Output Impact

Employment Impact

Earnings Impact

Impacts of Procurement





18
Impacts on Cluster Industries 




20
Output Impact Allocated to Installations



22
Navy and Marine Corps Construction Impacts


23
Future Military Projects





24
Data Sources and Assumptions





26
Methodology








28
Section II: Community Impact Profiles



31
Environmental Stewardship





Labor Force Impact

Local Community Engagement

Military Organization and Regionalization




Military Installation Profiles










Marine Corps Installations West




37
Marine Corps Base Camp Pendleton



39
Marine Corps Air Station Camp Pendleton

41
Marine Corps Air Station Miramar



42
Marine Corps Recruit Depot San Diego


44
Navy Region Southwest





45
Naval Base Coronado





47
Naval Base Point Loma




49
Naval Base San Diego





50
              Navy Broadway Complex

Naval Medical Center San Diego




55
Space and Naval Warfare Systems Command


57
Fleet Readiness Center Southwest




60
Naval Facilities Engineering Command



62
Navy Special Warfare Command




64
Sealift Logistics Command Pacific 




65
Training Support Center San Diego




66
Navy Public Private Venture Housing Project Profile


68



Defense Contractor Profiles







BAE Systems San Diego Ship Repair




69
Computer Sciences Corporation




70
General Atomics






71
General Dynamics National Steel and Shipbuilding Company
72
and General Dynamics Information Technology

Lockheed Martin






73
Northrop Grumman






74
Raytheon







76
Small Business Survey






77
Acknowledgements
Sponsors
DLA Piper

North Island Credit Union

General Dynamics Information Technology

Northrop Grumman

Galaxie Defense Marketing Service
Computer Sciences Corporation

Lockheed Martin

Epsilon Systems Solutions
Sign on San Diego

Key Personnel
Pat Jordan, Navy Region Southwest

Mike Hamilton, Marine Corps Installations West

Cliff Myers, Marine Corps Recruit Depot

Sonja Hanson, Naval Medical Center, Balboa

Matt Brown, Navy Region Southwest
Export Access Project Team

Jesse Atkinson, Project Director

Catherine Alissandratos, Lead Marine Corps and Contractor Researcher

Drew Schneider, Lead Navy and Small Business Researcher

Executive Summary

The United States Navy and United States Marine Corps have been prominent members of the San Diego community for over 100 years.  In San Diego, they have found an ideal location that provides a deep-water harbor, ample space for training operations, and a supportive community.  In return, the military has provided an influx of federal defense spending that helped San Diego develop its vibrant economy.  In the last decade the military and the San Diego economy have both evolved, but they remain in a symbiotic relationship.
This report quantifies the impact of military spending on the regional economy of San Diego County using the most recent federal spending data on procurement, salaries, base expenditures, and retirement spending.
  Regional economic multipliers from the Bureau of Economic Analysis were used to calculate direct, indirect, and induced effects of spending in the San Diego County region.  Quantitative calculations were supplemented with extensive interviews with defense contractors, military commanders, and regional development officials (Section II).
Figure 1: Economic Impacts of Defense Spending In San Diego County, 2005
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The results of this study indicate that despite diversification of economic activity in the region and the evolution of the armed forces since 2001, the US military’s impact is not only substantial, but is focused on San Diego’s most dynamic industries (Figure 17).  
In the 2005 fiscal year, the military spent $12.7 billion in the region, making San Diego County the top county recipient of federal defense spending in the nation (Figure 1).  This direct spending drives the economic impacts on regional output, employment, and personal earnings. Department of Defense (DoD) spending supported $20.1 billion in regional economic output, representing nearly one in twelve dollars of regional economic activity.  The military employs about 149,900 personnel directly and supports 156,000 jobs indirectly through spending.  Together, the employment impacts represent 23.9% of regional jobs (Figure 10).
  
The economic impacts are not only substantial in size, but $3.86 billion of procurement spending are directed at key industrial clusters that drive the San Diego economy such as defense building and transportation, telecommunications, biotechnology, and environmental technology (Figure 17). 
Total regional defense spending, the output impact, and the employment impact all increased between 2004 and 2005. Given the construction trends, ongoing sophistication of the military and the increasing size of the Marine Corps, the military will continue to be an important presence in the regional economy.  In particular, military construction has increased 150% for the last two years.  Over 2008 to 2010, planned construction estimated at $2.65 billion will generate $5.3 billion of output and 43,000 jobs (Figure 19).   
Although we can only report detailed San Diego estimates for 2005, we know that the total military spending and the size of the force based in San Diego has continued to grow in the years since 2005.  Based on preliminary data and conservative assumptions, the estimated output impact of all DoD spending in 2008 is approximately $24.6 billion on the San Diego economy (Figure 2)
.
San Diego is the #1 county recipient of DoD spending in the nation.
The San Diego military supports 23.9% of regional employment.

Military construction will generate $5.3 billion in output over 2008-2010.
In 2008, the San Diego military will contribute approximately $24.6 billion to the regional economy.

Figure 2: Economic Impacts of Defense Spending In San Diego County, 2008
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Notes:By assumption, spending increased 7% annually  from 2005 data.  
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�  ‘San Diego Military Impact Study’ was published in December 2006.  The reports are similar, but not entirely comparable, due to improvements in data sources and methodology.  �HYPERLINK "http://www.sdmac.org/PositionPapers.aspx"�http://www.sdmac.org/PositionPapers.aspx�.


� Includes indirect impact, active duty, and appropriated civilians for Marine Corps and Navy.


� We projected growth of 7% annually over 2006 to 2008, slightly lower than the previous five-year trend. 
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