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Flim~Flam,
Double~Talk,

and Hustle: The
Consulting Industry

by Daniel Guttman and Barry Wiliner

In the past two decades the federal
budget has increased from $70 bil-
lion to nearly $370 billion. Popular
wisdom to the contrary, the number
of full-time federal civil servants has
remained relatively constant. How
does the government manage?

A large part of the answer lies in
the growth of an invisible bureaucracy
of private corporations whose services
are contracted for by the official
bureaucracy. In 1946 the largest single
portion of the federal administrative
budget—30 per cent—was spent on the
civil service payroll. By 1966 34 per
cent of the administrative budget was
spent on contractors and only 22 per
cent on full-time government em-
ployees. Today it takes almost 80,000
full-time employees to administer the
nearly $60 billion annually spent on
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contractors and the more than $50
billion given in grants to state and
local governments and nonprofit or-
ganizations such as universities.

The grant and contract budget
pays not only for costly weapons
systems and high-technology equip-
ment but for an incredible array of
hardware and services—food and fuel,
paper and paint, construction and
repair work, guard services, and trash
collection. A smaller but significant
amount purchases mzanagerial or
planning “expertise.” In most cases
the government buys such expertise
from private corporations that stock
experts as if they were assembly-line
commodities. Private expertise not
only helps plan and manage the over
$100 billion spent on grants and
contracts, but virtually every other
kind of federal spending as well. More-
over, by writing and administering
federal rules and regulations, the ex-
perts exercise the kind of profound
and continuing influence that has no
ready monetary measure.



