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The purpose of this dissertation is to describe and 
analyze the sectoral and spatial distribution of Department 
of Defense (DOD) procurement of services and to find the 
relationship between DOD services expenditures and change 
in services employment, population, and income.

It was discovered that defense procurement of services 
has, over the 1979-1987 period, increased faster than the 
overall defense budget. The findings also indicate that 
the sectoral composition of defense services procurement is 
concentrated in two categories: producer and equipment 
services.

When the spatial distribution of defense producer 
services allocations was examined it was found that several 
eastern states, notably Virginia, Connecticut, and 
Massachusetts, receive a high proportion of these
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expenditures. States specializing in military-related 
manufacturing, such as California and Washington, also rank 
highly in receipts of DOD producer services expenditures.

DOD equipment services procurement is allocated mainly 
to southern and western states, a distribution that 
indicates that these expenditures may be associated with 
both military manufacturing and base operations.

The third largest category of DOD services procurement 
are the distributive services. Many of the states 
receiving high levels of distributive services procurement 
are in the South, implying that these expenditures may be 
linked to the activities at military bases.

The spatial distribution of DOD producer services 
expenditures was relatively stable over the study period. 
And, while the spatial pattern of equipment and 
distributive services was less stable, overall, the 

geographic distribution of DOD services procurement 
exhibited a high degree of spatial continuity, supporting 
the incremental model of federal budget allocations.

The relationship between percentage change in services 
procurement and percentage change in services employment, 
income, and population was described through regression 
analysis. However, in the statistical models used here, 
the relationship between services procurement and services 
employment, population, and income was found to be very
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weak.
Overall, the results indicate that DOD services 

procurement is concentrated in those service sectors most 
critical to regional development. However, little 
statistical evidence was found to support the argument that 
these outlays are influencing state-level patterns of 
employment, population, and income growth.
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INTRODUCTION
DEFENSE EXPENDITURES AND SERVICES; THE IMPLICATIONS FOR

REGIONAL DEVELOPMENT

Through its funding of research and development (R&D) 
and its procurement of technologically sophisticated 
weapons systems, the Department of Defense (DOD) has 
played, and continues to play, an important role in the 
development of regional economies in the United States. In 
particular, the development of high-tech industry is 
closely linked to defense expenditures. The thriving, 
densely packed R&D and high-tech industrial complexes of 
Silicon Valley (California) and Route 128 (Massachusetts) 
are just the most recent, and best known, testimonials to 
the effectiveness of defense spending in promoting the 
growth of high-tech industry (see Scott 1986; Dorfman 1983; 
Saxenian 1985). As Saxenian describes it, the historical 
development of high-tech industry is closely related to the 
expenditure patterns of the DOD,

The origins of these seedbeds of technology-based 
industry lie in World War II, in the spending 
priorities of the Cold War, and in the development of 
close links between federal funding sources,...and 
local industry (Saxenian 1985, 99).

The importance of defense expenditures in influencing 
the patterns and direction of regional development suggests 
that, in lieu of any explicit regional development policy 
by the Federal government, defense outlays function 
implicitly as the nation’s industrial and regional policy.
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2

Such a policy is deserving of careful consideration when 
issues of regional development are discussed.

Services also contribute to regional development. The 
local availability of specialized services, such as 
computer programing, accounting, advertising, market 
research, and financial services, helps to nurture the 
development of a viable manufacturing sector. These 
producer services are particularly important in the 
evolution of high-tech firms since these innovative 
operations need to have access to such specialized 
services. It is their importance in building and 
maintaining the competitiveness of the manufacturing sector 
that make producer services so important in regional 
development.

Rationale

The rationale for this dissertation rests on the idea 
that both services and defense expenditures are important 
components of regional development in the I’nited States. 
Since services and defense outlays do play critical roles 
in the development process, this dissertation, in order to 
contribute to the literature on regional development, 
investigates the linkages between defense spending for 
services and the role of military expenditures in regional
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3

development.
Although the linkages between defense spending and the 

service sector have not been widely studied, the impact of 
defense expenditures on services, particularly producer 
services, may be substantial. The connection between 
producer services (in this case computer programing) and 
defense spending is featured in Browne’s study of the high- 
tech sector and services as she states,

As a major purchaser of computer programing and 
other services, the Department of Defense has helped 
foster the growth of the computer service 
industry...(Browne 1983, 9).

At the outset, it is important to recognize that the 
regional development implications of defense outlays for 
services depends, to a large degree, on the type of 
services that are purchased. For example, the services 
that are associated with a military base are likely to be 
those that provide for consumer final demands such as 
personal services or those that are necessary for routine 
base operations such as housekeeping or guard services. In 
such cases, the defense contribution to regional 
development may be minimal in that defense procurement is 
not contributing directly to the growth of those services 
which are linked to the manufacturing sector or that 
contribute to a region’s export base.

On the other hand, if defense procurement of services
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4

is predominantly for professional or business services of 
the type that contribute to the competitiveness of the 
local manufacturing sector, while being part of the export 
sector, then it could be inferred that these DOD 
expenditures are playing an important role in regional 
development.

Statement of The Problem

Before the possible relationship between defense 
expenditures, services, and regional development can be 
assessed, the sectoral composition and spatial pattern of 
defense procurement of services needs to be established. 
With this in mind, the starting point and primary goal of 
this dissertation was to find the product mix (sectoral 
composition) of Department of Defense procurement of 
services. Here the pertinent question was: What is the 
geographic and sectoral composition, by state, of DOD 
expenditures for services? Since not all services play an 
equally important part in regional development, this 
question needed to be answered before the regional 
development implications of defense services procurement 
could be clarified.

To further examine the relationship between defense 
spending and services, several additional questions were

Reproduced w ith permission o f the copyright owner. Further reproduction prohibited w ithout permission.

 
 
 
 

 
 
 

PREVIE
W


