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WEB,WE~AY., ,JAN]JARY. ;iz_O, ,1;988 

. "By iirnBJ!RT '8'1'¥1!-l ' , ~-CQJIOmics, tJ\ey-are·not:thinkihg:abo~f the ' -the :~~vietf 10 :d~\).rs .~g-o ,an(j _h~ .ri$en 
6;e of.the f~votfte themes .oJ _pundits GNP ·0f:total·i:'onslllll_ption; the;v are·thln"k- fastedhan theirs''in:the past.:.10 years: -Tf, 

these days is thai America ts 'losing bege- .lng abci'tit the •budget deficit. !But that· is economics , underlies n_eg~m0i)~1 .it-sshotili( 
mol)y because 0f its economic weakneS$. ·simply ,;h~ ~rang V(aY to ·!po_~ _at:the mat- ,'9e t~~ .u.s.~.E,. ~hat:\s1h'e_l~-a~ing,e-x.ampl( : 
(Hegemo1Jy, pr0no~nce!l :h_e71,-J'EM-a:r(e.; 'ter. -Anything we .can. afford _m .realJei:ms, • :, ,of the-:fact-thaLa .little .will ·can :subs.litute:"': 
means lea:dership·or-dominance, especially /Jut of the .Gi:{J>:- 8JJ;~' consijmpfi~J\;,w¢ci;al'.lid; iori~"-lat df-'GNP .:is 1a:t 0

';!:S 1ea'l!erslhp a11t1'/" 
that of one state or ·nation over other.s .. lf 'financ.~ ;)in ihl! '•butl~et-iliteye ilianf :to~ .-;':; l:l.onitnane~ •lis ·cciilcemed: ' i \,·' •• : .. '.''." 
you can't 'say hegemori;y you ,can 'i· play in ' .To :say ,that the•iJfodi/et :keE:PS' ;u& iroln' ,, _,. 'l'a'lk:'"a.iiout .t)le F.e1'ative ec9noriJ:iC ae-<r 
this ieague.) .Tlle 'U.S. is being analogized havini(ia ,Ja~fo ,,de'fe11~iy-:pr~g;r:atn . ,0rfi~-'~f,!!li\l~/&f~ iii'etica, 6ften':iiefersJ(i:a,_ot,b:ipa)li/' 
to Imperial 'R0me,'1mpetial.Spain and Im- lljeans'_'.tha~ •o/J~- d1 •noh;y~t;·te· 'GUWthe ; _s6i\0ff.tb'e:i1]:S. _with 'tlie:;otl!!J)'p!On,0d)nll)i:fii1 
perial BrJtain, .all of which lest wol'ltl lead· iransler __payments, or m1~e the11axe_s,that -m~L\naustmal-countrJeS, -But .there ·1.s nli!' 
ership or dominance b.ecause of economic ,would "11educe· peN:apit~ ,:iiensenal ,\eon- ·muc)lii:!o ',tiiat ,elthei. Jfatioiial ,outimt :has:'' 
decline, ' . • s~p~ep jn :t987 fmm ,_$1?;200 , An ;J,9~1?dol· 'lise~1f~tefr 'ill ±he IU:S: ·thaJl An, Eui;ope '.iµ~ 

.The .most tangillle 0! the Jinks between Jarsj to ·$_12,00_0. And A,tr~, not _,;µ; .1! that th~ p_a:sao,,;year§,. The-case pepple· h,ave Jll, -•~ 
our alleged economic-decline and our loss wou1~ requrne an extraordmary,,amount of ·mmi:l is Ja,pan, .vhere _9utput,h-,is ·beep ris~1-. 
of hegemony is 'found in our inabilitJ to taxat~on, if we chos.e1:0 .. d9·tit t~a:t•·way.:'. '.The ing:faster •t)lan ,in \the U.S. But th_e exces$''. 
carry out 'Mr. Reagan's defense program. U.S. 1s the most lightly 1taxetl :cof all-the of.Japanese ,grow.tll •overimrs ,iS diminish• ·._ 
Thus, Flora Le\Jlis ·reported in the New , OECDcountries, exce_pti_o'r.J;i.van,.ana.Ja· 'ing. ·tn 1987,-rea:l pe.r-capita ·riiliPutJn j ;i',!'-· 
Yonk ".Times this;.month that. "a·number of pan 1s,close·to .usJn. that.."F'eaeraltaxe'i; in ·pan was about70o/, of ours·, anct ·their'pciJlj/'i/ 
Euro_pe~ opinion and po1icy ,makers are "lhe-.D.S, (exc1uding social'jnSui;?-ll~e-G911tri- lation about' ha:11 purs . . Ana ·the .Japanest . 
co~vince& tha't th_e u.s. ,V{ill draw baC:k : -butionsJ'are lower nowTela\i;ve Jo ,GNP 'show no inclination to ''wrest": leadershif ·: 
fmm its;commltment,t,Q..t:lre .defense of E)i- th,an~heyhave been ,at -aniY·-t:)i;J?e:be.tween _ ftom us. Indeeq;;the ,,p,rebler!il·' 
:rupe; jf·ori)y!for;budgej:;i;easons, .no·matter 1942 an~ 19~2,-exc@1f~r•the•r_ep_e.sslon,)'.im:r. ._ ,.get th,em to act' .u11 "-to ttie-re~ . _ , , 
what 'WaShington pleqges:" Some see our 1975·76_,, .1t 1s _not '.tl'le•;economic -r,esow:qes .. ,that their economic 'cap:i,cuy.snggests'.tli~iY ·, 
failing ablliW ,to l!!3-dlin nonmilit;ii:y :fields .that aFe Jacking: •it i,s ,the 'WiU .. ,- • - : __ : ;-shouia .have, ' . . • • .,. , 't. • ,/~ 
as Well. We am :said•:to·:be 10sing' our abil- .The ;trade .. deficjt,: !he"forejgn delil.t antl • ·!_' This brings up ,a ,k¢i questfo11.,. :llf 0th'~t: 
ity to gel ·the rest of ·,tlie wbrlfl to accept a.ll that, ,ane1tot sig:ns-ofweakness eithe_r-· • 'lLS .. fa· th·e leader ;o'fr .a :team,' ~fl'. 1(:1,';· 
our 'ideas •of ,the ;way';the world should be as the ,:spresident :col'tectly_-,;pointed <iul ' in·· 'stronger· leader- jf -the ,otJier h1eniliers ·of• 
organized eoonoinical\~. :for example. Th~ I.is'Olev.eland1s__peech ·recentlJ.•We ha¥~1tlle :\ge team.are w.e3l! tharj;,iLtliey'are ~trong1: • 
ma,lii).,ev.i.~!lGElS.df out-teoonomic weakness • • • • • • 'Th_e answe1 t1e~n9$ • iii ·parj;: on w~ethefi); 
usually .cited,3:]'~,l_n,'the,~mdget deficit, the -;n :,,;,,A;;,.._. -- ~-• •,i. 't ','\" . 'the ,bth~r· ,memlier.s ·.:s)lare :our_ ;gotl.s , ol',.: 
traae' deficit, 'ilhe'.:'fore1'gn debt a,nd the de- !DOat:w:(l!l / 'V.f>n_fr.iuU tl1;.~.: '.whetlfe:r th$y have to beibrlbeil.' 0.r .coercedi, 
clin!qg ~ollat? :' .i, -. • .u - _- •.;_ __ ••into:co6pefatioil. As'.1 -see it, out 11leader·':", 
A Mi I din \<\T t \. • • _sliip'' .'inthe,_ past 40-y.eai:s, ·;it leaStiJJ -ecci>'. 
• - sea g gmpen }J:o ihink'· t'lie hegemo:rz:iy -nom1c matiers; has'llot:been_.coe1clv.e :ana•·. 

• ,'.!',-his .ar.,gument ds -:i:riisguiaed and mis, , , f"m: 'ff'tlic:, ·•-, • _j.fi zz -- • •J_ .'has ri,0t_ -.been ·used·_to_ indu_ 'ee -our.\i.1Jiesit0,d0'} 
, 'leading. {I'•cotild1giv.e '.!'~asol)s;,fortjiiriRing • ·' '· Q }!'fie ·u :,;D ~ ns;e:s,a:n,u, ,a. f Wlifltb ;w, hat t)leiY did ·not ,,wal)t_.t~ ·de: .s0.ar leader-·' 
1 that America isrjn dec'l!ne. tr·mlghtpoint~o :. h 'I zz· ' 1·, ,_ 1 "·. '•· '' " h' h ' t1 · • • 

!uhct\mifil'.illiter.aey.rdmg abu_se, family in' t e µ,o ar s yen pr!tce .ts JUS.t • s 1_p _as been mer~ _of .t_p~ .L'it e Red Hen :• 
, , vatiefy~than of !h_e ·hegemonic ¥aiiety., ~ • 

stability and other psychologica1 or moral · • silZy::,Gibb.on.neve-rquotes i'he -•Bea"""_g •o_n-r Bu· rd· e·n· -5• • .. • .-. _,._i_,_-. 
problems. In a. sour mood I might compar.e - , ·m 

the Federalist Papers or "the 'Lincoln- .exc•hange ratehetween:R ome At:i3retton Woods we \Jnder.t00k me buM'.' 
• . Douglas debates with. the TV debates d Th • l · • den of pr9viding a·. stableintellliiition'iil cu·{:'•: 

among presidential candidates as evidence · .an -• essa o.mca. rencry .. Wemain!iY financed .economiG'assis0,-.: 
of the decline of America, ·But ··the last f tance ·-to the underdeveloped world, Wi/, • 
.place where I can see the decline of Amer- trade deficit and the foreign debt because kept our markets qpen-while t1ie rest of the >' 
ica is in ,the economy. • a lot .of foreigners, ._now including a 1qt of world was slowly crawJiJ!g toward libera:J, •' 

The economics of the defense budget is foreign ,c-entral bariks. would rather invest ization. We encouraged the formation ·of.i 
so obvious that one would be embarrassed their money here ·than at home. We don't the European Economic-Community, even : 
to repeat it; ii it were not so regU!arly neg- need the trade deficit and .the. capital in- though that might -have 'b'eerl ·\o our -corn: 

r,Iected. We are now spending about 7% of flow to .finance that small fraction ·of our mercial disadvantage, Our, economic•" 
I the gross national product on defense. Dur- resource.use that is devoted to national ·se- ·strength has not allowed· :us ;to dom'iriate·•· 

ing the period of the defense buildup- curity ·and international leadership. ·we our allies, It has permitted, and in a.sense,: 
since 1979-annual defense expenditures in can meet.all of our needs and much more required, us to bear burdens that others·, 
1982 dollars have increased by $100 billion. without them: .did not. And ,if we would now l-ike others to" 
In the same period, personal-consumption :As for the decline of the dollar., ,,the take on more of these burdens :it is not be"' 
expenditures increased $500 b1llion. Real main victims of that have been. European cause eur weakness ·makes that·nece·ssary,); 
per-capita consumption expenditures ros.e and Japanese investors who acquired do!· but because their strength makes that'pos0 " 

15%, OF 1.8% a year. lar assets when the dollar was much s!ble ·ana fair. , ,,-~ 
If defense expenditures werenow·in line higher. We can chalk that up as their con- How little economic Jimitations·have to • 

with President Reagan's ear!ier;pr.cigram, t·ribution to the costs of the U.S. defense ~o with leadership in the world is shown1~ 
and if all the additional resources cam:e program>that is defending them as well -by the cases of Afghanistan and Nicara-":: 
out of consumption, real p,er·caplta con· us, The real significance of the declinin gua. We are ap_parently able :to project·-• 
sumption wou1d now be 1s·J% hlg)j·er than dollar, in terms of the real resources avai . enough power hal'fway around the world " 
ill 1979, and the annual increase would able to .us, is trivial. To think that th to assist Afghan freeaom fig"hters , and/ " 
have been 1.6% ·a year . .That additional hegemony of the U.S. rises and falls wi .make,:the ·Soviets willing'to consider with; 

1 two-tenths of 1% in per,c~ita consumption the yen price of the.dollar is.just silly. Gib drawal. But we are unaole to :project sim' 
is what we have gotten in return •for the .bon never quotes the exchange rate be ilar power in our ovm back yarcl'inNicara·_' 
cuts in :military personnel and equipment tween Rome and .Thessalonica. .gua . . That is not 0ecause our .economic re,,, 
that we are now experiencing. I doubt that Insofar as economic resources provide sournes are adequate. fet Afghanistan buf 
many people .are capable of telling the dif- or limit ''hegemony,'.' I suppose it is rela- inadequate for Nicaragua. It ·is simply be0

·' 

ference between a 1.6% and a 1.8% Tise in tfve res0UrGes that count. And what shoul . cause American national will is present in ' 
per-capita consumptioJI. Certainly inability count the ·most .would be our resources ·rel- ·one ca,se • and absen_t in ,!_he _ ojher: • 
to forge this two-tenths of '1% does not alive to ,those .of our potential adversary. 
rea!Jy teci;uire this defense cutback and And despite the recent Gorbachev festi;v,al Mr.. Stein,' chairrna~·,;f,:-ti,,e,Yl!J@~.~e.il. f>f,~ 
weakening• of American leadership. - 'in Washington, l suppose that ,_wou1d be Economic -Advisers _ under, )heszdenfs .; 

Df-c0urse, ·when _peqple .say our ability agreed to :be the Soviet Union, But our Nu;on ,-anit Ford, is a seui~r.fr\if>1i ':tii t'ii1t:-
to maint!i.l'n defense forces is limited by national output was already far ahead of American_ Enter.prise .lilS!1tu1~, - , - • 
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