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Introduction and Background
Much of government in the United States is operated by corporate contractors. Private corporations operate
programs, deliver services and even manage other contractors. Some citizens receiving public services never
encounter a public employee – only private contract workers – and are not even aware they are receiving a
government service. While some types of contract procurement have existed since the nation’s birth,
contracting has changed in nature and grown in scope in the last few decades. Basic governmental functions
are now outsourced to for-profit corporations.
From his study of contracted-out government, Paul Verkuil concluded that we have a “crisis of public control”
in this country which he described in his 2007 book on how the United States has “outsourced sovereignty.”i
The problem has not been corrected since then; indeed it has been exacerbated, and under the Trump
administration promises to worsen.
Yet, Verkuil and others who have studied outsourced government in the US for the last few decades are
stymied when trying to identify the full extent of government by corporate contractor. The federal
government as a whole does not systematically collect data or report on its outsourcing, so we have conflicting
numbers, partial information and a dearth of reliable data.
***
For almost four decades, a phalanx of politicians, pundits, and thought leaders of both major political parties
has waged a campaign against allegedly bloated government. The dominant narrative is that the federal
government has been growing out of control and is broken: they assert that it needs to be fixed and the
remedy is to downsize or privatize or both.
Just as the Reagan administration did over thirty years ago, the Trump administration has unleashed an assault
on government in general, and its workforce in particular. Reagan told us that “government is the problem,
not the solution”. The Trump White House said their goal is the “deconstruction of the administrative state.”
Reagan’s actions had two major impacts: the debilitation of government’s capability to operate on behalf of
the populace and the escalation of third-party government operated by corporate contractors. It is entirely
predictable, based on documented experience, that the results will be the same now, over thirty years later.
Government isn’t reduced; instead its operations
are submerged, as taxpayer dollars go to fund the
profits of a burgeoning brigade of federal corporate
contractors.
While some government leaders, academic scholars
and think tank staffers are aware of this
phenomenon, the American public largely is not.
And little attempt has been made to inform them.
Part of the reason for this public information
vacuum is probably because no good data exist to
document the extent of corporate contracting; we
lack solid numbers to frame and tell the story. But
the story is alarming and begs to be broadcast.
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As detailed below, it appears that there may be nearly twice as many
contract workers as federal workers providing government goods and
services. Almost 40% of the federal budget’s discretionary spending
goes to contractors.ii In recent years nearly 90% of the budget of the
Energy Department and 70% of the budgets of the intelligence services
have gone to contractors.iii While we don’t know the specific number
of contractors or contract workers, what we do know is that while the
US population has grown by 75% over roughly the last 50 yearsiv and federal spending is five times higher
(DiIulio 2014)v, the number of federal workers has essentially not grown at all. The federal full-time civilian
workforce has not increased in absolute numbers in half a century. It is basically the same size as it was in the
1960s, and is less than in the 1980s.vi
In January the president ordered a hiring freeze of all non-military federal employees, having his press
secretary cite a “dramatic expansion of the federal workforce in recent years.” The same order required the
Office of Management and Budget to “recommend a long-term plan to reduce the size of the Federal
Government's workforce…”viiIn March, the president’s budget proposed deep cuts in domestic discretionary
funding in order to massively increase defense spending. Cutting the domestic agencies would mean slashing
much of the federal civilian workforce focused on providing goods and services to the American people. Later
in March, the president announced the creation of the White House Office of American Innovation, with the
declared intent of applying business “efficiencies” to the federal government, including privatization of
government functions as an option.
Not only are the numbers of private contractors operating the federal government alarming, but their
influence and control over federal functions is disturbing. According to Professor Janine R. Wedel, who has
studied the outsourcing phenomenon, “…Once, government contractors primarily sold military parts, prepared
food, or printed government reports. Today, contractors routinely perform ‘inherently governmental’
functions—activities that involve ‘the exercise of sovereign government authority or the establishment of
procedures and processes related to the oversight of monetary transactions or entitlements.’ (OMB 2003)...In
short, the outsourcing of many inherently governmental functions is now routine [and] potentially erodes the
government’s ability to operate in the public and national interests.”viii
Where government falls down in its performance, the cause is often traceable to contractors. Of the
32 federal programs that the Government Accountability Office (GAO) considered “high-risk” in 2015 because
of “waste, fraud, abuse, cost overruns, persistent performance and management failures,” 28 of those 32 highrisk federal programs work through contractors.ix As one observer of the assault on government has said, what
most people think of as the “dysfunction” of government is the result of years of strategic effort.x
In recent years, the response to the ballooning of outsourced government has been to recommend increased
oversight of the contractors, specifically of Department of Defense (DOD) contractors, and to improve the
employment conditions of contract workers. For example, according to the Government Accountability Office,
Congress has passed several laws to increase oversight of contractors working for DOD, including requiring
DOD to justify its mix of government personnel and contractors, to submit an annual inventory of contracts
with detailed information about the numbers of contract employees, and to perform a review to ensure that
contractors are not performing inherently governmental functions.xi
Additionally, the Obama Administration issued executive orders to increase the minimum wage federal
government contractors must pay their employees on all federal construction and service contracts to $10.10
per hour and required them to provide paid sick leave. (However, these orders are being repealed by
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Republicans in Congress. And the Obama-era “Fair Pay and Safe Workplaces” executive order, which applied to
federal contractors, has been revoked by Trump.xii)
While laudable, this approach of trying to improve contractor behavior misses the bigger picture. The
American polity is losing control over a bedrock of the nation’s democracy: our constitutional foundation of
governance. What we are seeing is the “outsourcing of sovereignty,” as Paul Verkuil has put it. Government’s
operation is being removed from the hands of civil servants who take an oath of office to support and defend
the constitution, and handed over to workers whose loyalty is – as it must be – with their corporate employers
whose mission is to make a profit.
This is not only an outsourcing of sovereignty, it also has financial consequences: research has shown that
contracting out frequently costs taxpayers more than direct government provision. A study by the Project on
Government Oversight in 2011 showed that the federal government pays contractors at rates 1.83 times
greater than federal employees’ total compensation, and more than 2 times the total compensation paid in
the private sector for comparable servicesxiii. With contracted-out government, public agencies also lose critical
capacity in terms of skills and knowledge, expertise and institutional memory. As privatization increases, the
inherent conflict of interest of profit motive over public interest becomes increasingly entrenched.
Clearly the policy of simply trying to improve the oversight and role of private contractors in government
operations has not been effective. The question is how to rebalance the way government is operated and
restore the public interest as the driving force.
This brief provides an overview of the limited amount of existing data on the number of federal government
personnel compared to the number of private contractors. It also provides data on the amount of taxpayer
money flowing to private contractors. Data is provided on civilian
federal workers overall as well as specifically on civilian workers in the
The time has come to stop
Department of Defense, given the significant funding increase in
simply trying to improve
Defense funding proposed by the Trump Administration.
the oversight and role of
We conducted a review of secondary sources, including numerous
private contractors in
official government reports from the Government Accountability
government operations,
Office, the Congressional Budget Office, the Congressional Research
but to rebalance the way
Service, and the Office of Management and Budget. We traced all data
government is operated
points in secondary sources back to original data sources, which are
and put the public interest
discussed below.
back in the driver’s seat.
Our review revealed data deficiencies, including inconsistencies in the
data on the size of the contractor workforce and under-reporting on
federal expenditures on contractors. Until legislation1 is enacted to require full reporting on contracted-out
government, policy makers and reformers will be stymied in their efforts to ascertain exactly how much of
the basic responsibilities of government have been given over to corporate management, and will be
handicapped in taking action to rectify abuses and rein in counter-productive contracting.

1

In 2009 Rep. John Sarbanes introduced the CLEAN-UP Act (“Correction of Long-Standing Errors in Agencies' Unsustainable
Procurements Act”), HR 2736, which included a requirement for federal agencies to produce an annual report on service contracts.
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Data and Limitations of the Datasets
Federal Government Overall
Workforce data on federal employees and private contractors
The federal civilian workforce (not including postal workers) has hovered around 2 million employees since
1951—for over 60 years. According to the Office of Personnel Management (OPM) – the human resources
department for the federal government – federal employees reached a high of 2.252 million in 1985 during the
Reagan years and a low of 1.778 million in 2000 toward the end of the Clinton presidency.xiv,xv
Identifying the number of private contractors working for the federal government is much trickier and has
been attempted by very few people, most notably Dr. Paul C. Light at the Robert F. Wagner School of Public
Service at New York University. Dr. Light first estimated the number of federal contractor-generated jobs in the
early 2000’s, using federal procurement data assembled by the U.S. Bureau of Economic Analysis and others,
and generally found a ratio of about 4 to 1 in some years and 3 to1 in other years.xvi
However, in a paper posted online in 2016, Dr. Light explained that the BEA regional input/output model on
which he had based his original estimates included “direct, indirect and induced employment created by…
economic activity.” In the 2016 posting Dr. Light modified his methodology and updated his estimates for
1984 -2015.xvii Dr. Light’s most recent estimate of federal contract workers is 3,702,000 in 2015, and 2,042,000
federal employees,xviii a ratio of 1.81 to 1, or nearly two contractors for every one government employee.
According to Light’s new, re-worked estimates, the number of private contractors has ranged from a high of
4.845 million in 2010 (2.28 for every one federal worker) as a result of the rapid, mostly private build-up of the
US Department of Homeland Security in response to the terrorist attacks of September 11, 2001--to a low of
2.4 million in 1999 (1.35 for every one federal worker) due to President Clinton’s downsizing of the federal
government (see Figure 3 below). Dr. Light’s previously published estimates had shown a high of 7,634,000
contract workers in 2005 compared to 1,872,000 federal civil servants, for a ratio of 4 to 1. (Contractors
provide commercial goods and services [e.g., building weapons] as well as perform basic governmental
functions [e.g., writing regulations]xix, but, as noted earlier, scholars have noted a trend toward increased
contracting out of basic governmental functions.)

Figure 3
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Financial expenditures
According to the most widely-cited estimates, the federal government spent about $500 billion on private
contractors in 2012xxi. This amount was up from about $300 billion in 2003-04.xxii The most recent estimate,
which is from a 2017 Government Accountability Office (GAO) report, pegs federal contractor expenditures at
$438 billion for FY 2015xxiii. This amount represented almost 40% of government’s discretionary spending. The
GAO report also distinguished spending on contracts for goods from contracts for services. Among civilian
agencies, 80% of contractor expenditures were for services, of which “professional support services” was the
largest category, and noted that “contractors performing these types of services are at a heightened risk of
performing inherently governmental work.”xxiv
Numerous sources have pointed out that the data on the amount of taxpayer dollars the federal government
spends on private contractors is incomplete and unreliable.xxv The most comprehensive source of governmentwide procurement data is the Federal Procurement Data System-Next Generation. However, this dataset has
several limitations including missing, inaccurate and untimely data due to inconsistent and variable data
entered into the system by dozens of different agencies; inconsistent definitions, protocols, and policies across
the entering agencies; and difficulty using the system and accessing the data. Various federal agencies such as
OMB and the Congressional Research Service have documented these issues and made recommendations for
improvement—usually at the request of members of Congress seeking to improve data and transparency. The
requests, however, have not resulted in reliable, comprehensive, informative data.

U.S. Department of Defense
Given the significant increase in funding to the Department of Defense (DOD) proposed by the Trump
Administration, it is worth looking at the numbers of employees and private contractors in this agency
specifically. DOD already is the federal government’s largest purchaser of contractor-provided services.xxvi In
order to get a better understanding of the significant dollars flowing through the DOD to private contractors, in
the National Defense Authorization Act for Fiscal Year 2002, Congress “required the Secretary of Defense to
establish a data collection system to provide management information on each purchase of services by a
military department or defense agency.”xxvii The purpose of this legislation was to help ensure that the defense
of the United States did not rely too heavily on private contractors.
In theory, with this data system and contract inventory, DOD should have accurate and reliable information on
private contracts and contractors. However, this is not the case. The DOD’s Inventory of Contracts for Services
(ICS) is plagued with similar problems as are in the Federal Procurement Data System–Next Generation. DOD
departments, i.e., Army, Navy, Airforce, do not enter timely, complete, or accurate information.xxviii There are
inconsistent protocols for data entry across the departments. For example, in some cases, the contractors
themselves enter data into the database, and in others, government personnel do the entry or estimates.xxix
Additionally, data policies within each department mean that some types of contracts are not included in the
database, such as “contracts for products, as well as service contracts that are related to facilities.”xxx Also, in
some cases, contracts below a certain dollar threshold are not included. For example, the Navy excludes
contract below $100,000, which leaves out billions of dollars of contracts.xxxi
Due to the unknown level of accuracy of the DOD data, the numbers below include data from the official DOD
database (based on reports in secondary sources) as well as estimates independently calculated by others.
Readers should be forewarned that this produces a wide range of estimates on the numbers of DOD
contractors compared to civilian personal.
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A 2015 confidential study on the DOD conducted by McKinsey and Company for the Defense Business Board, a
federal advisory panel of corporate executives, using DOD data reported that in 2014/2015, DOD employed
519,224 full-time contracted personnel (across the Army, Navy, and Air Force).xxxii This compares to 742,000
DOD civilian employees, as reported on the DOD website.xxxiii Assuming these numbers were fairly comparable
across the last couple years, this means that about 41% of DOD services were performed by contractors.
However, this number is low compared to a similar analysis by the GAO in 2013. It found that, “In its inventory
for fiscal year 2011, DOD reported that about 710,000 contractor FTEs (full-time equivalents) were performing
various functions under contracts for services—which equal to about 90 percent of the size of DOD’s civilian
workforce of 807,000 for that same fiscal year.”xxxiv
Both of the above estimates of the number of private contractors for DOD (using DOD data) are low compared
to external, independent estimates. Dr. Paul C. Light has recently estimated that there were 2.2 million DOD
contractors in 2015,xxxv which is three to four times higher than estimates using flawed official DOD data. Light
estimated that there were 725,000 federal Defense employees in 2015. If his numbers are correct, this means
that the ratio of contract workers to government employees was over 3 to 1 in 2015.
In terms of DOD spending on private contractors, according to the Congressional Budget Office, in 2012, DOD
reportedly spent $129 billion in service contracts with private contractors. The share of DOD spending on
contracts rose from 47% in 2000 to 56% in 2012xxxvi. Both of these data points are based on information in the
DOD ICS dataset. Given the limitations of this dataset described above, it is likely that these figures are
significantly underestimated.

Conclusion
Available data indicate that a large swath of federal government operations is handled by corporate
contractors whose intrinsic purpose is to maximize profits for shareholders rather than to serve the public
interest. Contractors do not merely build missiles and mow lawns for the government; they are performing
inherently governmental functions, which weakens public control over government, undermining the
constitutional basis of our democracy.xxxvii
Forty years ago observers of this phenomenon warned about the dangers of contracted-out government. One,
Ronald Moe, writing about privatization under Clinton’s Reinventing Government initiative, cautioned that
contracting out could “break the public law basis of an agency's mission… The management of the executive
branch is not like the management of General Electric or the Ritz-Carlton Hotels. The mission of government
agencies is determined by the representatives of the people...” Moe predicted that, with privatization,
“contractors and consultants will enjoy even greater management responsibilities for government programs”
and that the result would be “a government much less accountable to the citizens for its performance.”xxxviii
Since Moe issued his warnings, the practice of privatization has expanded and has been ingrained as the
accepted modus operandus of government, under the exhortation that “government should be run like a
business”.
The assault on government, its capabilities and its democratic, constitutional foundation has been waged
under various banners including Reagan’s “government is the problem, not the solution,” Clinton’s
“Reinventing Government,” Bush’s mammoth outsourcing drive, and Obama’s attempts to downsize the
federal workforce.
As with most wars, some bystanders and combatants have suffered and some have gained. In this war, the
American people are paying the price in many ways including: compromised intelligence which threatens our
6

national security (e.g., multiple leaks of classified information by private contract workers); deterioration of
library services; taxpayers being penalized for carpooling on contractor-controlled tolled roads; policing for
private profit; fee-gouging and other actions by corporate contractors that drive up the cost of student loans.
While the people pay the price for contracted-out government, private corporations have profited handsomely
from their government contracts. The winners have ranged from the corporations who operate the prisonindustrial complex, to corporate water suppliers who replace public systems and raise costs, to the defense
contractors and other businesses that run much of the United States’ intelligence services. The majority of
some corporations’ income comes from taxpayers. For example, 99 percent of Booz Allen Hamilton’s revenue
is from government.xxxix
While some political leaders and scholarly observers have raised alarms about this transference of power and
authority, the proposed responses by legislators and academics have shown a pattern of retreat. Before the
retreat, there had been activity and intent to engage with the fundamental problem of contracted-out
government and curtail it (see Senate hearings in 2002 and 2012). Legislative activity and policy more recently
has retreated to attempts to merely increase oversight of DOD contractors and to regulate employment
conditions for contract workers across federal agencies. Those attempts have not only proved futile (since they
are now being dismantled) but are arguably a misplacement of legislative effort. Even in the unlikely case that
employment conditions of contract workers could be improved, that does not address the problem of profitdriven corporations wielding power, influence and, ultimately, control over what was constitutionally founded
to be a government by and for the people.

~~~
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