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U.S. military 
spending is 

greater than 
spending by 
the next ten 

countries 
combined

https://www.nationalpriorities.org/analysis/2020/militarized-budget-2020/


Budget Authority for 
the Department of 
Defense was about 
$721 billion in 
FY2020, representing 
about 15 percent of 
all federal spending

• By budget function (OMB Table 5.1):

• This is 48x federal spending on general science 
and basic research

• 15x natural resources and conservation

• 3.7x education, training, and social services

• Defense spending now accounts for more than 
half of all discretionary spending, a category 
that also includes education, transportation, 
and healthcare – virtually everything the 
government does other than Medicare and 
Social Security.

https://comptroller.defense.gov/Portals/45/Documents/defbudget/fy2021/FY2021_Financial_Summary_Tables.pdf
https://fred.stlouisfed.org/series/FGEXPND


• “National Defense 
Consumption Expenditures 
and Gross Investment” from 
the St. Louis Federal Reserve 
(FRED) – based on BEA/NIPA 
data

• Includes “activities covered 
by the national defense 
function in the budget—that 
is, DOD military activities, 
defense-related atomic 
energy activities of the 
Department of Energy, and 
defense-related activities of 
other agencies”

• $415B in 2001 Q3
• $878B in 2020 Q2 



“Militarized budget”  
over $1T 

(POGO’s estimate: $1.25T)

Start with DoD $721B
plus atomic activities in DOE and “other defense” 
($36B)
plus Veterans’ Benefits and Services ($214B in 
FY2020)
plus Homeland Security (about $70B)
plus intelligence across various agencies ($80B)
plus the cost of public debt attributable to 
military spending (up to $150B per year)



Two of the main reasons for excessive military 
spending:

1. The Post-9/11 Wars 
àcumulative total spending and obligations as of Nov 2019 = $6.4 
trillion

2. Military contracting 
à$370 billion in FY 2019, more than half of all discretionary defense 

spending
(this material is drawn mainly from Peltier 2020 “The Growth of the 
“Camo Economy” and the Commercialization of the Post-9/11 Wars”

https://watson.brown.edu/costsofwar/files/cow/imce/papers/2020/Peltier%202020%20-%20Growth%20of%20Camo%20Economy%20-%20June%2030%202020%20-%20FINAL.pdf


Fiscal 
Year

Annual War Spending 
(OCO plus 
Emergency) in
billions

Cumulative War Spending 
(cumulative war-related debt) in 
billions

10 year 
Treasury 
note

Cumulative 
Interest in 
billions
by 2020

2001 $ 16.00 $ 16.00 0.0502 $ 24.58

2002 $ 21.15 $ 37.15 0.0461 $ 51.03

2003 $ 76.67 $ 113.82 0.0401 $ 123.94

2004 $ 92.11 $ 205.93 0.0427 $ 211.66

2005 $ 106.75 $ 312.68 0.0429 $ 305.36

2006 $ 122.60 $ 435.28 0.048 $ 419.11

2007 $ 169.10 $ 604.37 0.0463 $ 554.57

2008 $ 202.12 $ 806.49 0.0366 $ 663.58

2009 $ 160.39 $ 966.88 0.0326 $ 731.45

2010 $ 178.54 $ 1,145.41 0.0322 $ 798.02

2011 $ 171.08 $ 1,316.49 0.0278 $ 845.91

2012 $ 132.65 $ 1,449.14 0.018 $ 866.26

2013 $ 99.46 $ 1,548.60 0.0235 $ 883.82

2014 $ 101.92 $ 1,650.52 0.0254 $ 900.37

2015 $ 80.85 $ 1,731.37 0.0214 $ 909.40

2016 $ 66.79 $ 1,798.16 0.0184 $ 914.45

2017 $ 79.30 $ 1,877.46 0.0233 $ 920.13

2018 $ 70.06 $ 1,947.52 0.0291 $ 924.26
2019 $ 74.57 $ 2,022.08 0.0224 $ 925.93

Annual and Cumulative War (OCO) Spending 
and Associated Interest Costs, 2001-2019

(Source: Peltier 2020, “The Cost of Debt-financed War”)

https://watson.brown.edu/costsofwar/files/cow/imce/papers/2020/Peltier%202020%20-%20The%20Cost%20of%20Debt-financed%20War.pdf


Source: Crawford (2019), “United States Budgetary Costs and Obligations of Post-9/11 Wars through FY2020: $6.4 Trillion,” Costs of War.  Brown University and 
Boston University.



Source: Peltier 2020 “Camo Economy”

https://watson.brown.edu/costsofwar/files/cow/imce/papers/2020/Peltier%202020%20-%20Growth%20of%20Camo%20Economy%20-%20June%2030%202020%20-%20FINAL.pdf


Note growth in contracting, 
both in weapons 
procurement as well as 
services.  

Post-9/11 contracting has 
increasingly been for in-
theater services.  

Contracted services account 
for 24% of DoD budget (as of 
FY2016) and 62% of contracts 
in Afghanistan over the 
period 2001-2019 (my 
analysis of USASpending.gov)

Source: Peltier 2020 “Camo Economy”

https://watson.brown.edu/costsofwar/files/cow/imce/papers/2020/Peltier%202020%20-%20Growth%20of%20Camo%20Economy%20-%20June%2030%202020%20-%20FINAL.pdf


Drivers of Contracting (The “Camo Economy)”

• Ideological: The promise of cost savings and efficiency through 
market competition

• Political: The political savings of using contractors and reducing 
troops (camouflages how many people go to war, how many 
come back injured or dead).  8,000 US contractors have died in 
the post-9/11 wars, compared to about 7,000 US troops.  Ratio 
of contractors:troops is now over 1.5:1 (and rising).

• Economic: Say’s Law – Supply creates its own demand.  Draw 
down from Cold War left people, companies, and equipment 
that needed a new market. “Market opportunists” offered new 
services in theaters of war.  “Market makers” found ways to alter 
the contracting process to create more lucrative and stable 
contracts (incl. monopolies)



Why is military 
contracting so 
expensive? 
(Part 1)

Commercial monopoly and lack of competition or cost-
reducing pressure
1. Nature of contracts, including cost-type contracts

Cost-type contracts (as opposed to fixed-price) were 
30% of DoD contracts 2008-2019, totaling $1.2 trillion
Non-competitive contracts were 45% of DoD 
contracts in 2019 
Even “competitive” contracts are sometimes that in 
name only, or are competitive in first year and 
renewed for multiple years (and counted competitive 
in all years)

2. Lifetime contracts or sole-supplier contracts
3. De facto monopolies



Why is military 
contracting so 
expensive? 
(Part 2)

Waste, fraud, abuse, and excessive profits

• Lack of oversight, too many dollars going out too quickly 
(“Afghanistan Papers” from Washington Post)

• Overbilling, billing for services never performed (e.g. KBR 
billing 136 meals for every 100 served)

• Bribes and corruption – DoD officials receiving bribes for 
selecting certain contractors (see SIGAR and SIGIR)

• Military contracting can be incredibly lucrative and is kept that 
way through political lobbying. E.g., Lockheed Martin earns 
about 85 percent of its revenues through government 
contracting, and about 10 percent of all military contract 
dollars (roughly $40 billion per year). Since 2001, their annual 
profit levels have been in the $4-8 billion range, steadily and 
quickly growing in recent years.

• Layers of contracting also build in layers of profit.  Costs to 
government quickly escalate.



Budgetary implications of excessive military 
spending

• Excessive spending due to endless wars and inflated costs due to military 
contracting lead to two budgetary options:

1. Cut non-military spending now.  Protect military spending without 
increasing the deficit by cutting other programs.

2. Increase public debt.  This leads to greater interest payments (with lost 
opportunities those entail) and hamstrings future choices, will result in 
future (bigger) cuts to other programs.

• Over the past 20 years, we have already spent $3 trillion just on the post-9/11 
wars (spending plus interest payments).  What else could we have done with 
those funds?  (Or use Dr. Crawford’s figures of $5.4 trillion spent, $6.4 trillion 
including future obligations to veterans)



Opportunity Costs: Employment

• The employment impacts can be measured using an input-output (I-O) 
model.  Estimate direct and indirect jobs in any industry and its supply 
chain.  See Peltier (2019).
• military spending creates 6.9 jobs per $1 million
• clean energy industry and infrastructure each support 9.8 jobs
• healthcare supports 14.3
• education supports 15.2. 
• So for the same amount of spending, clean energy and infrastructure 

create 40 percent more jobs than the military, healthcare creates 100% 
more, and education 120% more. 

https://watson.brown.edu/costsofwar/files/cow/imce/papers/2019/March%202019%20Job%20Opportunity%20Cost%20of%20War.pdf




Opportunity to fund other urgent priorities

• COVID era, public debt has massively increased, state budgets have shrunk, 
costs of education have risen…all of these can be addressed (though of course 
not fully) with cuts to military budget and withdrawal from post-9/11 wars

• One example: A 20% cut in DoD funding (from $750B to $600B per year) would 
enable funding for housing assistance (about $100B) and food assistance 
(about $50B) to both double (see next slide)

• Interest payments themselves are an enormous opportunity cost.  Will reach 
10% of federal spending by 2030.

• Ending the post-9/11 wars and reducing other military expenditures (e.g. 
reduced contracting) could further fund other priorities or could reduce the 
debt and related interest payments
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Budget Authority by Function (from OMB Table 5.1)

National Defense

General Science, Space, and Technology

Energy

Natural Resources and Environment

Housing assistance

Food and nutrition assistance

Health

Medicare

Net Interest

ETES

Defense

Interest

N.B.: For the sake of clarity, this 
chart does not include all 
categories from OMB Table 5.1.  
Notably, Social Security spending is 
now greater than Defense.  



Homicide>Terrorism

Suicide>Homicide 
(note connection to 
wars and vets)

Deaths from 
medical reasons 
many times greater 
than from violence

Questions: 
(1) Purpose of 

gov’t?  
(2) If GWOT is to 

protect 
American lives, 
aren’t we mis-
spending our 
resources?


