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Bullish

The United Sates needsto think
more conceptually about how to
use its economic advantage.

onAmeaica

he events of the last two years have
conclusively shown that the United
States has the most powerful and
most operationally versatile military
in world history. Americais able to
project devastating force around the
globe in record time—and reaps
many significant strategic and polit-
ical benefits as aresult.

While the United States has the right to be proud of
its military capabilities, it is worth noting that the mili-
tary power of the United States palesin comparison to its
€conomic power.

The United States has an $11 trillion economy—al-
most three times larger than that of our nearest competi-
tor, Japan. Asapoint of comparison, America's Cold War
adversary, Russia, has a $350 billion economy (3.3 per-
cent of America's). Put another way, Russiais equal to
one Holland, and Chinais about three Hollands.

It is hard to exaggerate the size and growth of the
U.S. economy when viewed from other countries. Brazil,
for example, with 60 percent of America’'s population,
has a GDP of around $500 hillion. Fifteen or twenty years
from now, U.S. GDPwill go from $11 to $20 trillion, and
one can only hope that Brazil will be striving toward $1
trillion.

And for the United States, the best is yet to come. It
has shown an amazing capacity for productivity growth
and economic reinvention. Within the normal business
cycle, and savings, surplus, and deficit projections, the
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United States will continue to have explosive growth in
the 21t century—just asit did over the last two centuries.

In 1962, the U.S. GDP, in today’s dollars, was $586
billion. Injust forty years, Americahas created more than
$100 trillion in new net worth. Thisis alevel of wesalth
creation without historic parallel. The Spanish control of
Latin America, the Dutch trade with the East Indies, and
the British Rgj in Indiaall look like marginal investments
in comparison.

Thisleadsto two coretheses. Firgt, the central fact of
the 21¢t century isthe enormous size of the U.S. economy
compared to that of everyone else. Contrast this with the
dominant political fact of the 20th century—the growth of
huge military forcesin the hands of totalitarian states that
were willing to use them. Thisis akind of tectonic shift

Thisisa level of wealth creation

without historic paralldl.

that has been recognized more by other countries than by
Americans. Americansrealize they arerich and powerful
but don’t completely realize by how much.

One country that does understand is China, which
has been concentrating its efforts on growing its economy.
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Compared with Russia, for example, China has been quite suc-
cessful. Russia, despite a very well-educated population with
huge technological skills, produces nothing that is competitive
inworld markets except for energy and other natural resources

Russiaisequal to one Holland,

and China is about three Hollands.

such as gold. China has a $100 hillion trade surplus with the
United States and has Wal-Mart asits distribution agent—with
$12 billion in annual salesto that one company aone.

Taken asawhole, theworld seesthe United States asa Gul-
liver to betied down with Lilliputian strings through various mul-
tilateral ingtitutions and tregties aswell asother lega instruments.

Second, while the United States has gained a great inter-
national advantage from its military, it has yet to make suffi-
cient strategic use of its economic assets and wealth to advance
its national interests and ease the burden on its military.

Just asthereisno other military power that can overwhelm
the United States, so isthere no other economic power that can
digplaceit. The United States needs to find new waysto marsha
its economic assetsto its advantage just asit has used less than
4 percent of its GDP to marshal its military assets. Over-
whelming military capacity isareflection of America’'swedlth,
not the cause of it. Put another way, the United States should get
more comfortable with the idea of using its money for non-mil-
itary expenditures that support our national interests.

A sharp distinction should be drawn between the responsi-
ble exercise of economic power and foreign aid. Aid isintend-
ed for humanitarian needs. The American people have
wonderful charitableimpulses, but those are not the topic here.

Basicaly the United States got it wrong after World War 1.
It won the war but lost the peace. The United States got it right
after World War 11, largely by understanding that the key to
avoiding yet another world war wasto put people to work. The
Marshadl Plan, applied a atime when the United States had alot
lessthan it does now, ensured peace and prosperity throughout
the Western world through a combination of loans and grants of-
fered to friends and enemies dike. That the Russians refused
Marshall Plan aid became their problem. That they prohibited
Eastern Europe from accepting it became their tragedy.

More than anything el se, the United Stateswas ableto pre-
clude the militancy and anger of large numbers of unemployed
young men with military experience and capability, the kind of
men who were so instrumental in the mobilization of Nazi Ger-
many and the Soviet Union.

MERRILL

Today’s threats do not emanate from large bureaucratic
military machines. Nor is there much uncertainty for the mo-
ment about what these threats are, dthough thereis plenty of un-
certainty over how to deal with them. Weapons of mass
destruction in the hands of three or four third-world rogue states
are obvioudly the principal threat, along with the transfer of
these weapons to non-state actors who would use them merci-
lessly and unhesitatingly.

And there is the corresponding threat of terrorism per se,
which now comes with the support of large numbers of what
should be decent, ordinary people. Militant religious funda-
mentalism, however, has been present for many centuries and
new ways of dealing with it through improved intelligence and
related means need to be discovered. For some of these threats,
military responses are necessary. As in Afghanistan and other
places, Americamay be required to send troops very far afield,
and concepts akin to the British strategy of “find and strike”
will become more relevant. The United States has proven that
it can find and defeat non-conventional foes in difficult envi-
ronments and will get even better at it.

Yet no military officer believes that forceis the answer to
all of these problems. Many in the military have been especial-
ly concerned about underutilization of communications skills—
at which the United States excels—in Iraq and other places to
explain U.S. policies. And they are equally concerned about a
similar reluctance to use U.S. wedlth to reinforce or supplant
its military.

It obviously makes sense to illustrate this argument with
the specific case of Irag, whichis at the top of the U.S. nation-
al agenda. Iragis need to realize some economic value today in
order to establish the physical security, political stability, and
economic development their country needs and to which the
United States is fully committed. In order for Iragisto achieve

The military power of the United States

pales in comparison to its economic powe.

sdlf-sufficiency, Americans must marshal and deploy their eco-
nomic resources as effectively as has been done militarily. The
objectiveisavibrant Iragi economy where jobs and opportuni-
ties trump terror.

Over thelong run, the United States will need to think more
conceptually about how to use its wealth, its economic re-
sources, and its communication skills, and perhaps employ some
unconventional thinking, to advance and support America's na-
tional interestsin the world. L 2
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