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2: The Federal Budget and the Economy. 
 
1. Government Outlay: pdf.1 
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Both these tend to underestimate military spending.  Other estimates have suggested 
about a trillion, adding veteran’s pensions and benefits, interest on national debt created 
by military spending, scientific research, space, and Department of Energy (mostly 
concerned with nuclear fuel and weapons). The State Department has a division, “security 
assistance,” to assist foreign military forces. This includes Narcotics Control, Andean 
Counterdrug Program, foreign military training, financing foreign military sales and 
others. The CIA budget is secret. 
 
Military spending for maintaining troops, fighting wars, overseas bases, weapons and 
research for bigger and better ones, spying, covert action, and other activities affects 
almost all areas of the economy. 
 
3. Although military spending is only about 7% of the GDP, it has great impact because:  1. 
it is a growing sector; 2. it is recession-proof; 3. it does not rely on consumer whims; 4. it is 
the only thing going in many areas of the country; 5. the “multiplier” effect: 
subcontracting, corporate purchasing, and employee spending perk up a large area; 6. it is 
ideally suited to Keynesian remedies, because of its ready destruction and obsolescence: 
what isn’t consumed in warfare, rusted out, or donated to our friends still needs to be 
replaced by the slightly more lethal thing concocted in our research labs.  
 
Its unbeatable weapon is jobs, and all members of Congress are aware of this.  It is where 
well-paying manufacturing jobs are found, for mechanics, scientists, and engineers. 
 
It is also important to our manufactured goods exports.  The equipment that our military 
buys becomes “must haves” for the rest of the world.  (Even though some of it, like aircraft 
carriers and F-35 fighter planes are either not necessary or don’t work well, or both, 
according to the Department of Defense.  Congress orders it anyway—for economic 
reasons.)3 
 
Weapons sales by the United States tripled in 2011 to a record high, driven by major arms 
sales to Persian Gulf allies concerned about Iran’s regional ambitions, according to a new 
study for Congress. 
 Overseas weapons sales by the United States totaled $66.3 billion last year, or more 
than three-quarters of the global arms market, valued at $85.3 billion in 2011. Russia was 
a distant second, with $4.8 billion in deals. 
 The American weapons sales total was an “extraordinary increase” over the $21.4 
billion in deals for 2010. . .4 
 
Jeanine Hennis-Plasschaert, the Dutch defense minister, proposed to Parliament the 
purchase of 37 F-35s — far fewer than the 85 planes initially envisioned before the 
financial crisis put a squeeze on military budgets across the region.  … The Netherlands is 
one of nine countries that joined to help develop the F-35 Joint Strike Fighter, securing 
lucrative subcontracting deals for local companies from Lockheed Martin.5 



 

P
ag

e3
 

 
2013 figures for Department of Defense Contracts in New Hampshire 

 
This is the beginning of the list, now about 1000 contractors.  Some of these are non-
profit organizations, universities, and governments get some too.6 

4. Keene Contractors pdf.7 

Contractors’  “Services” 
 
At least $31 billion, and possibly as much as $60 billion, has been lost to  
contract waste and fraud in America’s contingency operations in Iraq and Afghanistan8 
 
One scholar has calculated that $385 billion since 2001 has gone to companies building 
and supporting our foreign bases (there are about 1,000 of them).  The largest recipient is 
Brown, Kellogg and Root (BKR). 
 

Generally, the companies winning the largest contracts have been doing one 
(or more) of four things: building bases, running bases, providing security for 
bases, and delivering fuel to bases. Among those 1.7 million contracts, there 
was one for $43 for sand in South Korea and another for a $1.7 million fitness 
center in Honduras.  There was the $23,000 for sports drinks in Kuwait, $53 
million in base support services in Afghanistan, and everything from $73 in 
pens to $301 million for U.S. Army industrial supplies in Iraq. 

Cheek by jowl, I found the most basic services, the most banal purchases, and 
the most ominous acquisitions, including concrete sidewalks, a traffic light 
system, diesel fuel, insect fogger, shower heads, black toner, a 59” desk, 
unskilled laborers, chaplain supplies, linen for “distinguished visitor” rooms, 
easy chairs, gym equipment, flamenco dancers, the rental of six sedans, phone 
cards, a 50” plasma screen, billiards cues, X-Box 360 games and accessories, 
Slushie machine parts, a hot dog roller, scallops, shrimp, strawberries, 
asparagus, and toaster pastries, as well as hazardous waste services, a burn 

BAE SYSTEMS PLC 
 
$562.36M 

L-3 COMMUNICATIONS HOLDINGS INC. 
 
$79.43M 

Red River Computer Co. Inc. 
 
$54.30M 

ELBIT SYSTEMS LTD. 
 
$12.35M 

CREARE INCORPORATED 
 
$8.57M 

THE TIMKEN COMPANY 
 
$7.05M 
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pit, ammo and clips, bomb disposal services, blackout goggles for detainees, 
and confinement buildings.9 

Many contractors provide support services that once were performed in-house by the 
military. In addition, private contractors are heavily engaged in military operations. 
Blackwater (later known as Xe and now as Academi) was hired as assassins.10   
 
Lockheed, in most years the largest contractor, not only provides hardware, but was hired 
to torture prisoners in Iraq and Guantanamo, locate people for Predator strikes, obtain 
data from US citizens’ telephone, etc., records, train the military of Liberia, and undertake 
many civilian functions, here and abroad, such as organizing census data and 
administering  welfare programs in several states .11  It is like a government in itself. 
 
William Hartung estimates that ¾ of the intelligence budget is paid to contractors. 
Booz Allen Hamilton, employer of Edward Snowden, is probably the largest of the 
intelligence contractors.  
 
Small businesses are also tied into the system, and muted as peace advocates: 
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Almost all large corporations—and universities—are contractors, including major food 
processors and the entertainment industry.  Dunkin Donuts and Krispy Kreme have huge 
contracts. 
 
Some other industries: 
oil:  military is largest purchaser, about 5.5b gallons annually 
 
construction:  Halliburton, its subsidiary, KBR and others—build and enlarge bases all 
over the world, including US embassy in Iraq, which is like a walled city. 
 
contracts with ATT, MCI, etc. to spy on phone and internet communication 
 
food 
 
computer games: Many originally produced for training military, e.g., “Close Combat.”  
They are now purchased for or by children, and serve as recruiting tools and to get kids to 
feel that killing is natural. 
 
entertainment.  Military has a long tradition of collaboration with Hollywood, since 1915. 
Many films produced glorifying war, e.g., 30 Seconds over Tokyo, Green Berets. Supplies 
troops, weapons and military bases for films. 
 
public relations firms, publications. 
 
clothing, sunglasses, backpacks 
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1 http://www.usgovernmentspending.com/ 
 
2 Center on Budget and Policy Priorities  www.cbpp.org 
 
3
 “Yes, we import more than we export. Our trade deficit last year was $558 billionBut we export 

a lot. Last year, U.S. exports were worth $2.1 trillion. Which raises a simple question: $2.1 trillion 
worth of what? Mostly goods. Also, services:” 

Of the goods. 

 
http://www.npr.org/blogs/money/2012/03/14/148460268/what-america-sells-to-the-world 

 
 

http://www.usgovernmentspending.com/
http://www.cbpp.org/
http://www.bea.gov/international/index.htm#trade
http://www.npr.org/blogs/money/2012/03/14/148460268/what-america-sells-to-the-world
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4 Shanker, Thom. “U.S. Arms Sales Make Up Most of Global Market,” New York Times, August 26, 2012 
http://www.nytimes.com/2012/08/27/world/middleeast/us-foreign-arms-sales-reach-66-3-billion-in-
2011.html 
 
5 http://www.nytimes.com/2013/09/18/business/global/dutch-choose-f-35-fighter-jets-but-fewer-of-
them.html 
 
6 usaspending.gov 
 
7 usaspending.gov  Filters:  Spending Category: Contracts   Fiscal Year: 2012   Department: Department of 
Defense  Recipient ZIP Code: 03431*  Total Dollars: $4,398,82 Transactions:1 to 25 of 162 
 
8 COMMISSION ON WARTIME CONTRACTING IN IRAQ AND AFGHANISTAN 
A bipartisan congressional commission, August 2011. 
http://cybercemetery.unt.edu/archive/cwc/20110929214151/http://www.wartimecontracting.gov/docs/CWC
_FinalReport-Cover-ExecSum.pdfg 
 
9 Vine, David, in Tom Dispatch, 2013. http://www.tomdispatch.com/blog/175699/ 
 
10 NYTimes 8-20-09; http://academi.com/pages/about-us/introduction 
 
11 Hartung, Wm. Prophets of War, 2012, p. 215 ff. 
 
12 From an article by Kate Murphy, photo by Michael Stravato , in The New York Times, March 25, 2009, B4.  
 
13 U.S. Army Natick Soldier Research Development and Engineering Center in Natick, Massachusetts (near 
Walden Pond): http://nsrdec.natick.army.mil/about/food/history/index.htm 
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