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On April 9th, the Biden administration announced
a proposal for Pentagon spending and related
nuclear weapons work at the Department of
Energy in excess of $750 billion - three-quarters
of a trillion dollars.” This is substantially higher
than the peak levels of the Korean and Vietnam
Wars and the Reagan buildup of the 1980s.2
These enormous sums for the Pentagon are
often justified as necessary to meet the needs

of military personnel, but in fact, roughly half of
the Pentagon’s budget is spent on corporations
like Lockheed Martin, Boeing, General Dynamics,
Raytheon Technologies, and Northrop Grumman,
as well as the hundreds of thousands of private
contractors employed by the department.® The
top five contractors alone received over $150
billion in Pentagon contracts in Fiscal Year

2020. Not all of these funds are well spent.

Cost overruns and performance problems,
expenditures on weapons systems that are not relevant to current security challenges, and
investments in weapons that actually make the world a more dangerous place all detract
from, rather than enhance, America’s security.* There is also widespread waste and excess
overhead within the Pentagon, which is the only major federal agency that has never
successfully passed an audit.®
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One indicator of Pentagon waste can be found in the huge sums paid to the CEOs and
other top executives of the nation’s five largest weapons contractors. In 2020 alone, the
CEOs of the top five contractors received a total of $105.4 million in compensation. When
other major executives at these firms are taken into account - those holding the top
positions at each firm whose salaries are required to be publicly disclosed- total executive
compensation at the major contractors comes out to $276.5 million for 2020 (See Table 1).
Total compensation for major executives of the top five contractors exceeded $1 billion in
total for the four years from 2017 to 2020.

Table 1: Executive Compensation Top Five Pentagon Contractors 2020 (in millions
of dollars)®
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6 Company 10K reports and Proxy Statements for 2020. The top executives include the highest paid individuals at the firm, which, in addi-
tion to the CEO, may include the Chief Financial Officer (CFO), heads of major divisions, the general counsel, or the other highest-ranking
positions within the firm -- five to seven executives per firm for the companies covered in this table, and a total of 29 positions in all. All of
the listed executives have compensation packages well in excess of $1 million per year.
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The top five firms receive a substantial portion of their revenues from taxpayer dollars, in
the form of Pentagon contracts (see Table 2), meaning that a portion of the salaries they pay
their executives are subsidized by taxpayers. For four of the top five contractors, defense
revenues accounted for three-quarters or more of their business in 2019, the last year

for which full figures are available for this measure, which includes sales to both the U.S.
governments and foreign governments. When just sales to the U.S. government are taken
into account the figures range from roughly 37.5% for Boeing, which makes commercial
aircraft, to 84% for Northrop Grumman, with figures available as of 2020.

Table 2: Total Pentagon Contracts and Percentage of Business from Government
Contracts (in billions of dollars)’

Lockheed Martin [ N 7
$75.2 Billion 95%
Raytheon
Technologies _46/:’
$27.8 Billion 94%
$21.8 Billion
75%
$21.7 Billion
45%
12.3 Billion
$12.3 85%
@ °; of Revenue US. Govt. Defense Revenue (all sources)

7 Federal Procurement Data Center, Top 100 Contractors Report FY 2020; company 10K reports. Total defense revenue Includes foreign
arms sales, as well as “revenue derived from defense, intelligence, homeland security, and other national security related contracts,” fig-
ures for 2019, based on Defense News, “Top 100 for 2020,” https://people.defensenews.com/top-100/; part of the disparity in the Raythe-
on Technologies figure for percentage of government revenues versus defense revenue is accounted for by the merger of Raytheon and
United Technologies, which was concluded in 2020 and increased the proportion of non-military business in the merged entity versus the
figures for Raytheon on its own for 2019.
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While modest relative to the size of the Pentagon budget as a whole, executive
compensation at the top contractors would go a long way if invested in other activities.
Table 3 shows how many jobs could be created in key sectors if the $276.5 million in
compensation for top executives of the five largest Pentagon contractors were invested in
green energy, infrastructure, health care, or education.

Table 3: Potential Jobs Created By Investing $276.5 Million from Defense
Executive Pay In Other Sectors?®

2,710 2,710 3,954 4,203
New Jobs New Jobs NewJobs New Jobs

Infrastructure Green Health Care Education
Energy

The compensation of arms industry CEOs also marks a sharp contrast with the pay scale

for military personnel, who receive anywhere from one five-hundredth to one one-
hundredth what a top industry CEO earns. Average annual CEO compensation for the top
five contractors is over $21 million per year, compared to roughly $39,000 in pay and basic
benefits for a first-year military enlistee, a ratio of over 500 to one.® A general of the highest
rank earns well over $200,000 per year, still only about one one-hundredth of average CEO
pay at the top five contractors.®

8 Calculated based on jobs per million figures contained in Heidi Peltier, “Job Opportunity Costs of War,” Costs of War Project, Brown Uni-
versity, May 24, 2017, https://watson.brown.edu/costsofwar/files/cow/imce/papers/2017/Job%200pportunity%20Cost%200f%20War%20
-%20HGP%20-%20FINAL.pdf

9 Figures on military pay are from U.S. Department of Defense, “Monthly Basic Pay Table Effective January 1, 2020,” https://militarypay.
defense.gov/Pay/Basic-Pay/Active-Duty-Pay/ The figure for a beginning enlistee includes average for food and housing allowances as well
as basic pay. Data on allowances is at https://militarypay.defense.gov/Pay/Allowances/

10 Ibid. The rough average figure with housing and food allowances is $223,000
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