So here's a problem. The American economy suffered the worst stock market crash in history. Thinking the great depression? Think again. Think last decade. Think now.

Why is this true? Because at the end of the cold war, military spending

totalled around $400 billion per annum. Roughly $1400-1600 per person. The

government spends that much per YEAR on protecting each person. It seems odd

that each and every individual in america would need to have that much money

spent each year to protect them from.... what exactly?

The cold war came to a close, and the Soviet union's nuclear arsenal was

dismantled and rendered nearly inoperable, or at least certainly not as

dangerous as it had been when the balance of mutual and total annihilation kept

everything in check. There, suddenly, wasn't a threat to each and every

individual in america. This is the key wording: each and every individual.

Without exception. Weapons of mass destruction simply aren't that dangerous in a

country the size of the united states, unless there are enough to get everyone

at once. What would happen if a rogue state destroyed new york city with a

stolen nuclear device? American retribution would be swift and total, I assure

you. And this is the perch america enjoys: no one can threaten such a grandious

nation with total destruction, though the united states can still wield that

particular threat against its adversaries.

So if there was no more threat to each and every citizen, why should each and

every citizen need to have such a large amount of money spent to defend them

from non-existent enemies? Simply put, they shouldn't. And at the end of the

cold war, they didn't. The government simply couldn't justify spending the vast

quantities of american taxpayers money on continued military buildup that they

had during the cold war. The best they could do was to maintian everything at an

operational level, and even that was done by leaving the threat of future

possible enemies, and the old boyscout's motto of "always be prepared" in the

public arena. The past decade has been filled with sidebar reports and filler

spots in the media about the growing economic and military threat from nations

such as china and Iran.

But here's where the government started running into problems; firstly, the

taxes its people were paying ended up back in the public economy, because the

government handed out its military contracts to privately owned companies. There

are many reasons why this action was taken, instead of the government

maintaining all military contracts internally by hiring thier own development

experts. The most loathed reason being high ranking government officials

offering jobs to campaign contributors.

The primary reason, though, is that the government realised that the public

sector had the greater research and development potential. Not only does the

private sector employ most of the geatest minds in science, as it pays better

than the government, but competition also produces growth. In the private

sector, there is an imperative need to complete a new project before the

competition. If a company isn't first to patent and produce new technology, they

won't be able to recover the money they invested. There is no direct competition

in military research and development sectors; at least not competition on the

personnell level. In the military, if a contract isn't completed on time,

perhaps the enemy may gain a strategic advantage. This, while of more

significant importance on the grander scale, doesn't put the pressure of failure

or success directly upon the workers. In the private sector, failure to be the

first and best in whatever endeavour the company applies its forces towards

results in job losses. Success almost always garantees a significant monetary

reward.

So the basic premise is that the private sector was more motivated and

productive than the military, because culpability in the private sector falls

more directly upon those responsible for the completion of a project; the

workers. The American government decided that the strategic advantage over the

Soviet public system offered by the industrial might of its private citizenry

was worth making the private citizen temporarily dependant upon government

contracts.

Their flaw was shortsightedness. No one could have predicted that the cold war

would last as long as it did. The failure of the government to its people was to

withdraw contracts from the private sector, when it realized how long and drawn

out the standoff would be. Doing so early on would have made it much easier to

reduce private sector economic dependence on non-sustainable military spending.

To highlight just how dependant the American economy is upon military

contracts, here are some numbers to consider. They are in no way official, but

simply for the purposes of highlighting a point. Taking the 400 billion dollar

per annum military budget, and dividing it by a very decent working wage of $50

000 per year, you will find that 400 billion dollars is enough to pay the

salaries of 8 million citizens. Obviously, the numbers are far less static:

much of that military spending budget goes to foreign governments to support

overseas bases, and international co-operative military efforts, such as NATO

exercises. Bear in mind also, the amount of money that hundreds of billions of

dollars of DIRECT investment creates through sub-contracts, subsidiaries,

royalties and foreign trade profits, once the private sector has control of that

money. It takes money to make money, and a few hundred billion dollars is rather

a lot of startup capital. If there is one thing the American economy is good at,

it's using money to bring a great deal more money into the American marketplace.

This presents a rather startling thought for consideration: if 400 billion

dollars is enough to pay 8 million working wages directly, one can only begin to

fathom how many jobs are indirectly dependent upon that annual investment.

There is yet another way the American economy has grown tremendously dependant

on cold-war era military spending levels. To understand why this situation

developed requires a very brief soiree` into the world of economic theory.

The reason the private sector was chosen over building a military r&d

infrastructure has already been outlined: namely productivity. But this

strategic advantage offered by the private sector required a costly trade. That

costly trade was, literally the cost inherent in investing in private industry.

As already stated, the best and most productive minds in research and

development work in the private sector, primarily because of the monetary

advantages.

The monetary advantages offer yet other advantages: namely access to better

and more up to date equipment, often at lower cost. The private sector has the

added benefit of being able to form alliances with other large corporations, and

thus gain access to the other companies' infrastructure, equipment and employee

resources. The semantics and mechanics of such alliances have their own

situational needs, and are unimportant to this essay; the importance is the ease

with which these alliances happen. By leaving military research and development

contracts open to the public sector, the American government essentially left

the development of whatever they needed up to their entire populace, instead of

a select few internal specialists.

State-controlled research and development infrastructure is at tremendous

disadvantage regarding costs, as compared to the same when controlled by private

citizenry. The state receives no DIRECT consequence for success or failure,

fluctuations of power/influence or a strategic advantage are implied and not

tangible; whereas, the private sector receives huge monetary gains for success,

and suffers staggering losses for failure. There is no tangible, direct

motivation for the state, and so it is dependant on the perception of how severe

a situation is. Perception seldom reflects a whole truth.

The government is also not free to interact and co-operate with other

nation-states to the same degree that corporations are able to interact with

other corporations. Secrecy is paramount to national security. Corporations can

accept mutual benefit for itself and competition, accepting any benefit as

positive. Relations between nation states are far more Machiavellian, and

function on a crude form of social Darwinism. It is less important for a state

to accept a mutually beneficial situation, than it is to maintain dominance

that could possibly be offset by such a mutual gain.

But state controlled infrastructure does has an advantage in that once the

state owns the required infrastructure, it can produce what it needs with

significantly less cost. If the military had its own internal economy, all it

would require from the taxes levied against private citizens would be the cost

of maintaining everything. The military is not a "for profit" organization, and

subsequently would be functional simply by having its operational costs met.

At the start of the cold war, with McCarty-ism in full swing, it seemed more

advantageous to spend the extra cash for the sake of efficiency. In the end, it

worked, though Americans underestimated the tenacity of the state controlled

Soviet industrial machine.

History and economics lessons aside, the fact still remains that most

Americans, fresh off of their sweeping and ego stroking victories in the second

world war, predicted a quick end to the soviet-U.S. standoff. With this in mind,

delegating the construction of American military might to its citizens would

have been an ideal solution.

As the cold war began to drag on, however, the exorbitant costs of a

privatized military began to take their toll on the governments' pocketbook,

which was already overstretched from the Second World War, and later wars in

indo-china. To offset the costs, Robert MacNamara devised an ingenious

proposition: offset the cost of production by manufacturing large amounts of

conventional weapons and selling them, at a profit, to American allies who

lacked the means to produce them on their own. This freed up tremendous amounts

of money, which could then be redirected into building up America's

unconventional weapons. With the possession of unconventional weapons (nuclear,

chemical, biological), the united states effectively made it so that they could

sell an infinite amount of conventional weapons to whomever they wanted,

because even the largest conventional military could never threaten the unconventional military that America was creating.

It produced, essentially, a no-risk situation for the united states: all the

money they needed for their unconventional arms, an advantage in productivity

over the soviet threat, the ability to spend amounts of money and resources that

taxation of the citizenry could never furnish, a staggering boost to the

suffering economy, and the creation of what was thought to be a perpetual

marketplace for arms.

The last factor is the important factor, and the determinate for the whole we've

dug for ourselves. This is the second, and most relevant factor for

understanding America's current situation, and the bizarre actions it has taken

since.

Everyone knows, and it has been mentioned earlier, the amount of money that

the american government spends on military. Those numbers translate into around

$1400 of per capita military spending. That would seem to represent a tremendous

amount of taxation, considering it is only one of the hundreds of services the

government provides. This number applies to low-income citizens as well, though

it would mean that for every citizen who could not afford such a large amount of

taxation, the government would have to tally the number into the amount paid by

those with a higher income.

America is the only large political enity that supports its military with

private industry to such an extent. In most nations, including Canada, England,

Australia, France and Germany, military spending is primarily supported by

taxation of its citizens; though most do participate in the conventional weapons

trade to some extent. These states have per-capita military spending budgets

well under half of what america does; most, well under a quarter. North korea is

the only country in the world that even remotely compares to american per-capita

spending, but has a significantly smaller population. The U.S. Miltary spending

budget is larger than the next thirty-six leading nations combined. That

literally leaves the united states in a position where the combined efforts of

every industrialized nation in the world would still not gaurantee success in

the unlikely event that they allied themselves in a war against america.

Simply put, the disparity between the military that taxation of citizenry

could furnish, and the military that the united states actually posesses is

staggering. This should come, really, as no surprise. America has no pretentions

about hiding the fact that it funds its military by selling arms, and this is in

no way alarming. What is alarming are commonly held misconceptions about the

size of the market, and the mechanisms through which the arms market operates.

Publicly available numbers on how many weapons are sold, and the profits from

their sale are indistinct at best, and this makes sense. Bearing in mind that

the heirarichy of the nation-state system is derived from a very rudimentary

application of social-darwinist interactions; it stands to reason that secrecy

is of the utmost importance to the position of a state. Each nation is

esentially a client to the grand american gun store. America, feeling no direct

threat from those it sells its wares to, will be indiscriminate in selecting

customers. However, those customers would be driven away if they could not be

assured discretion on behalf of their arms supplier.

This is largely to avoid tensions among neighbouring states, a familiar

parrallel being the "keep up with the jone's" syndrome, widely available for

study at your neighbourhood homeowner's association meeting. You can also be

assured that the civilian populations of these clients would be upset about

seeing thier dollars dissappear into the american machine; never to be seen in

an easily recognizable form again. By doing a small amount of research into just

how many nations actually purchase equipment, technology and research and

development assistance from america, though, one will quickly get an idea about

how much wealth is associated with the market.

By realising just how large the market for weapons trading actually is, it

becomes fairly obvious that the $400 billion dollars of direct military

investment represents a relatively small percentage of the total volume of

transactions. Even these estimates are guesswork at best and the market could be

significantly larger; accurate numbers are difficult to come by, discretion,

anonymity, and secrecy being necessary evils in the arms market.

The actual amount of raw wealth that flows into america from foreign arms

purchases is indistinct for yet another reason: the government, which supplies

the numbers, is but a middle-man in the exchange. Not only is the government a

go-between, but also one willing to step aside once a firm relationship between

the involved parties is possible. That makes it so that there is a disparity

between the amount of wealth actually handled by the government, and the amount

of wealth that flows due to deals that the government has brokered, but is no

longer directly responsible for.

To get an accurate measurement of the wealth-flow associated with the arms

trade, what needs to be tallied is not the amount of funds the government

actually handles, but rather the total sum of wealth created by all past deals,

and thier permutations which are still in effect. Isreal, for example, often

deals directly with corporate executives from the firms which provide the

weapons that the American government brokers. It is these deals, unregulated by

the U.S. government, but with proceeds ending up in the american economy, which

need to be observed. It is these deals that are impossible to measure with

accuracy for all but the most privileged participants. The magnitude of the

consequences of these deals, and the degree to which the consumer economy is

linked to thier continued existence can only be inferred; and at best,

indirectly observed.

Even this revelation; that private industry should have a direct effect on the

military spending habits and its associated policies of foreign, and soveriegn

states should not come as a surprise. Fully 1/3 of the largest economies in the

world are the internal economies of large corporations. The only economies

larger than those of giant corporations, are the ones in which multiple giant

corporate economies exist.

The amount of money associated with the conventional weapons trade is

staggering, and some of the participating companies have internal economies

larger than many small nations. These companies continue to exist almost

entirely within the US and continue to bring trillions of dollars, anually, into

the american marketplace from other financial centers. The de-privatization of

the american military could result in the loss of millions of american jobs.

Preventing international arms trading altogether would serve to allow trillions

of dollars of resources and money to stay in the periphery marketplace, and out

of the American market. The abolition of the arms trade could disrupt the world

economic order to such an extent that America could potentially lose it's role

as sole superpower.  It is important to remember that America is a grand gun

store, whose continued existence depends on a continued market for its arms. If

no one buys the guns, there is no more store.

This brings me to the final oversight that led america to this current

predicament; the belief that the arms market would be perpetual. In the "less

enlightened" sixties, with mccarthyism stirring up memories of the salem witch

trial, the american government can hardly be blamed for being less scrupuluos

than we now feel it to be. It ran with the long held notion that markets can be

created to match the needs of the seller. In business, there are either buyers

markets, or sellers markets. Buyers markets exist when the buyer has an

advantage, due to an excess of production of goods on the part of the seller.

This is bad for business, as it drives prices down and profit margins down with

it. So before America would take such a costly gamble on a privatized military,

they needed to be assured that they would find a constant sellers' market, where

the demand for goods is equal to or greater than the rate of production.

Analysts figured that this particular market would be self perpetuating; after

all, America itself was involved with a self-perpetuating arms market called the

cold war. The basic idea was that when a small nation bought arms from the US,

it would upset the balance of power in the region, and any neighbouring

countries would need to spend extra funds on its military. They would, of

course, go to either America, or the USSR; as these are the only places where weapons of equal or

greater capability could be purchased.

This market would perpetuate, so long as tensions existed between nations: so

long as they distrusted each other enough that they would not allow a large

disparity in power to grow. This could have two possible outcomes: neighbouring

countries could continue to match military buildups, and both replace their

weapons at approximately the same time when their technology becomes outdated; OR

they could get locked in a constant struggle to get ahead of their neighbours.

Either market should have provided America with enough clients to finance its

own military buildup. America believed in Henry Kissinger’s notion that peace

could only be achieved through a balancing of power or through hegemony.

America believed that everyone else would chant this mantra as well. America

failed to recognize that the very mechanism that created their need for a

financial supplement for their own military, would be the mechanism that

destroyed their perpetual market.

When the cold-war ended, industrialized nations slashed their military

spending. Part of America's clientele disappeared. Poorer nations started to

become unable to finance continued military buildup, because for the previous

thirty-odd years; most had diverted large amounts of funding into military

spending and not on industrialization. They had no continual means of producing

wealth, because too much of their money was spent in America; and too much of it

stayed there. Part of America's clientele disappeared again. Client nations

began to become wary of the united states. They began to recognize that America

had caused the military buildups that had shattered their economies, destroyed

relations with neighbours and increased their suffering instead of decreasing

it. Frantically; the united states began trying to jump-start their ailing

market; one that ran on Kissingers' ideas of balance or hegemony. They started

handing out extravagant "military aid" packages to popular clients. Turkey,

Columbia, Israel, Iraq, Macedonia.... the list goes on and on. All received what

equates to free money; so long as they continued to unbalance the region and

drive the weapons market. If they achieved hegemony in an area, at least they

were American allies. If they simply drove tit-for-tat competition, then there

was at least a continual inflow of money to the American economy.

It is not at all uncommon for nations on the receiving end of American

military might to have very recently been client states. American military

action has usually involved preventing "dictators," who are often former

clients, from using excessive force against a repressed population. Or a much

weaker neighbor, one who is seldom an American client. Essentially; America has

acted only in situations where an American client state decided to use the

advantage in might furnished to them by America. In Macedonia, it was to prevent

Milosovich from slaughtering millions of Serbs, with American weapons and

funding. In the iraq-kuwait war, iraq's weapons were largely purchased in the

soviet union, but only after iraq was cut off from american military support for

threatenning with the use of force against its neighbours. America was selling

weapons to whomever it could; but then so was the USSR. But they also continued to profit 

