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PART I:  ARE WE WITNESSING THE RISE OF CHINA 

AND THE FALL OF AMERICA?
By

Joan Veon, CFP® 
This greatly delayed newsletter was almost a double issue, but due to the huge amount of information which needs to be presented, after careful consideration, two related issues are the result.  The main point of both newsletters is America is at a very crucial juncture in its development and ability to hold on to its global hegemony. While we might appear strong militarily, there is another country that has a bigger and possibly stronger military. While America is the world’s largest and most powerful country economically, we have huge fiscal and trade debts which are starting to impact our economic foundation.  In this issue, which is Part I, we will look at the changes that affect the political, economic, and military strength with regard to the United States and our most powerful competitor, China.  In Part II we will discuss the crucial need both countries have for oil and their resolve to secure enough oil to keep their economy moving.     
The underlying word that describes the various military and economic actions taking place today is control.   Whoever controls the power and wealth of the world is in total control.  In fact, that is the bottom line.  The way kings become kings and generals become emperors is by accumulating power and control.  The quest for control of the world began as early as the Garden of Eden where Satan took Eve for a ride.  We know how that story turned out. (Personally, I am still wondering where Adam was)  The Tower of Babel was about control, but God thwarted their goal for world conquest by breaking up the languages of the people.  The ancient empires of Babylon, Medo-Persia, Greece, and Rome were all about control as we could name all of the famous generals and kings who fought for control of the world. The true nature of the world has not changed as the name of the game today is control.  In light of this, we need to ask—Is America losing control?
In 2004 this newsletter discussed “PacMan Capitalism” and the “Death of the Dollar.”  Both of these newsletters discussed various forms of philosophical control and are briefly reviewed. 
Pac Man Capitalism

For a number of years, I have been looking very hard at capitalism from a number of different viewpoints. In this newsletter I came to the conclusion that capitalism is an “ism” just like socialism, Fabian socialism, communism, and Marxism.  

Capitalism is like the game “Pac Man.” In order for capitalism to continue it needs new markets, new products, and new reasons for people to purchase.  Capitalism, if left to its own, will become like a locust—devouring everything and everybody in its path. Furthermore, capitalism has a major flaw.  What is produced has to equal in demand what is consumed.  If products do not continue to sell, which keeps money moving at a certain pace, capitalism can fall and the economy go into a depression. 

In the game of Pac Man, the goal is to devour or eat as many of your enemies in order to keep from being eaten. Capitalism constantly needs a stream of new products, and new features to get the consumer to purchase the updated version.  To see this, all we have to do is look at war.  What does war do?  It transfers wealth, is an economic stimulator and leads to a “king of the Hill” mentality with respect to the power and might of the victor.  War is part of an economic mechanism that economist Joseph Schumpeter wrote about in his 1942 epic,  Capitalism, Socialism and Democracy, which was required reading at Harvard where he taught.  He wrote,

The essential point to grasp is that in dealing with Capitalism, we are dealing with an Evolutionary process…Capitalism, then, is by nature a form or method of economy change and not only never is but never can be stationary…this fact is important and these changes (war, revolutions and so on) often condition industrial change.  The process as a whole works incessantly—there is always revolution or absorption of the results of revolution, both together forming what are known as business cycles (emphasis added).
The newsletter then went on to discuss previous world wars and current military missions by: the U.S in Iraq and Afghanistan, and the United Nations, which is already engaged in seven countries with Security Council Resolutions backing up UN peacekeeping in 12 other countries.  Then there is NATO with its 26 members.  I wrote, “War transfers wealth, creates new cycles—inflation and deflation, and facilitates Pac Man Capitalism that is needed to keep markets up and money moving (called the ‘velocity of money’).” Because America has so much debt and is dependent on foreign countries, we have no choice but to continue Pac Man Capitalism. 

Does a Return to the 70’s Mean the Death of the Dollar?

This expansive newsletter pointed out that America is not in control of her financial future.  First, it is controlled by private corporations, and secondly, our monetary system is no longer backed by gold and silver but only by the faith and trust in our government.  These changes began in 1913 with the creation of the Federal Reserve Act and were followed up by the actions of Roosevelt and Nixon.

America was one of the last large countries to give the management of our monetary system to a private corporation which is called a central bank.  Our central bank is the Federal Reserve.  In 1913, a quorum of those in Congress who wanted a central bank passed the Federal Reserve Act at 11:45 p.m. on Christmas Eve while those who were opposed went home for Christmas, unsuspecting of the late vote.  Today every country in the world is controlled by a central bank, with the exception of Iran and several other Muslim states.  Iraq was given a central bank last year. 

These banks meet in Basle, Switzerland, where the top ten central bankers determine which country is going to have low or high interest rates. We all know that low interest rates, or easy money, expands the economy and increases the stock market, whereas high interest rates do the opposite.  In other words, the economic strength of America is in the hands of a few powerful international bankers who have the ability to create market cycles and empower or destroy our economy.  We are debtors to them.  The reason why Americans can’t forgive the interest on the debt is because we owe it to a private corporation and not to ourselves.   

The devaluation of the dollar was done in two steps: (1) in 1933 when Roosevelt took Americans off the gold standard and left dollars held by foreign governments on the gold standard, and (2) in 1971 when Richard Nixon told the foreign governments they could no longer exchange their dollars for gold.  There is no other historic incident that can equate the financial devastation that Nixon did when he took the dollar off the gold standard.  Never before in the 6,000 year history of trade has it been conducted using a piece of paper that has no tangible backing.  

Roosevelt also leaned on the economic counsel of British Fabian Socialist John Maynard Keynes.   Keynesian economics is the reason why every level of government—not only in the United States, but worldwide—is broke.  Keynesian economics basically says that governments need to borrow in order to jump-start their economies.  Seventy-two years later, the reason why the world is in such difficulties is because they are broke and need to continue to stimulate the entire global economy by spending and perpetuating wars.  Since America is the largest developed economy, it appears that we have taken on the war mantra to keep our economy afloat.
Perhaps we need to question the real reason for our preemptive strike on Iraq.  Was it to keep our economy from going into depression and our hands on Middle East oil—or was it to gain control of the world—which would bring us back to the first reason?

INTRODUCTION
We, as Americans, are faced with the fact that the dollar is losing and has lost value over the past two years. According to most economists I have interviewed, it will continue to lose value.  There are those who congratulate America for reducing the value of its currency so that it can increase its shipments overseas to foreigners who can better afford American products as a result.  Unfortunately, the other side of the coin is that America is on sale, so to speak.  Foreigners are now buying twice the amount of American goods for half the price.  
I am proud to be an American.  After traveling abroad, there is no place like America—warts and all. However, I have to ask if America is being set up to fall from its lofty perch?  Countries fall when they lose economic, moral, and military control.   While it is easy to read about the Rise and Fall of the Roman Empire, it is not easy to live it. We are in the middle of history in the making.   Hopefully Americans will not be like the Romans who only wanted to be entertained—even up to the very end.
Both of the above newsletters point to changes in economic, political and military control.  In the case of Pac Man Capitalism, capitalism now runs the world.  If the business cycle stops, the world stops economically and reverts into depression.  Unfortunately, one of the key ways to keep capitalism moving is war.  While Zbigniew Brzezinski has called America “the world’s truly global superpower,” Russia is a key military power and China is a growing military power.  China buys most of their weapons from Russia.  The reality of the world today is that Russia and America are now seeing the rise of a third world power: China. 
Furthermore, the world’s greatest industrial power is broke.  America is dependent on foreign countries to buy their treasury bills in order to help make income equals expenses.  But control evolves like everything else.  By dropping the economic, political, trade, legal, military, and intelligence barriers between the nation-states, control is now in a free fall and will land in the arms of the most powerful or most cunning country.       

The Fall of World Barriers and the Rise of Corporate Power 

 With the barriers between the nation-states gone, every single national government has lost control or sovereignty over their own country.  In 1944 the economic barriers fell with the creation of the International Monetary Fund/World Bank; in 1945 the political barriers fell with the creation of the United Nations; in 1994 the trade barriers fell with the creation of the World Trade Organization; in 1998 the legal barriers fell with the creation of the International Criminal Court; and in 2001 the most sensitive barriers—the intelligence and the military—fell with the war on terrorism.   

Without national borders, the world is on a level playing field: no more laws, customs, rules, or regulations to hamper business.  This has given rise to international and transnational corporations because they now have freedom they have never had!  Because all levels of government are broke as a result of deficit spending as encouraged by Keynesian economics, and because corporations create jobs, they are given great tax breaks by all levels of government to lure them to a certain city or country to create jobs.   

Furthermore, because of their debt, governments are now downsizing their responsibilities by entering into business arrangements with corporations which are called public-private partnerships.  While Prince Charles was a key facilitator of public-private partnerships beginning in 1990, the United Nations also facilitated their popularity while individual governments also helped to facilitate the change. Under President Clinton, Vice President Al Gore started to reinvent government. Corporations the world over are partnering with their local, county, state, and federal levels of government and buying up parts of government and then running them as a business because that is what partnership is all about.  
In addition, within the last several years, corporations began partnering with the United Nations, the World Health, the World Food Program, UNICEF, etc. Public-private partnerships are changing the balance of power from government to corporations as they have the power and the money! This is especially true when you look at the debts and deficits of government. 
However, are the corporations the most powerful in the world? It is only in the free world that corporations are buying out government.  To my knowledge that has not happened in China.   American financial, political and military control is being challenged by: debts/deficits, the value of the dollar, the costs of war, and the rise of China.
1. Debt and Deficits
As mentioned, the effects of John Maynard Keynes is with us and will continue to be with us. In the old days, people who could not pay their bills went to debtor’s prison. Today they declare bankruptcy, and you and I pay for their mistakes. So when the government is bankrupt, who pays for their mistakes? The current U.S. current account deficit is 5% of Gross Domestic Product. This means we are spending more than what we have coming in, which is why we need about $2B a day from private investors or foreign governments.  The budget deficit grew by $413B last year and is projected to rapidly expand in coming decades as those of us who are baby boomers retire.  The trade deficit grew by $618B in 2004, which was a 24% increase over 2003 and is 5.35% of gross domestic product at $2T. Our trade gap with China for 2004 stands at $162B, up from $124B in 2003.   

Alan Greenspan noted in his February address to Congress that since U.S. imports 50% more than it exports, exports have to grow 50% faster month after month just to stabilize the trade deficit. Even a lower dollar will not allow exports to grow that quickly. 
 Today our government has $53T in debts and liabilities, which is five times the $9.5T Americans owe on mortgages, car loans, credit cards, and other debt (Richard Gillis Commentary, 11/01/04). Bush has increased our debt by $2,000B and his spending has outstripped all other presidents. On February 16, Alan Greenspan warned Congress, “It is imperative to restore fiscal discipline.” He also cautioned Congress to go slow in borrowing $743B over the first five years and as much as $2T to create personal Social Security Accounts.  Just recently he gave his blessing to a national sales tax—one that could easily be added to increase the income of our government.   

In light of  Pac Man Capitalism, the 2006 federal budget of $2.57T would pump more money into the Pentagon and foreign aid programs while slashing funding for a broad array of other government services, according to the February 8 Washington Post. Interestingly enough, the $2.57T does not include the cost for Iraq and Social Security.  Of that amount, $345.7B for Medicare, and $268.4B for Medicaid and other health needs.  The 7% increase which Homeland Security will receive will come from an additional $3 per flight tax increase on airline tickets. To compensate for the increases, the Departments of Agriculture, Education, Energy, Environmental Protection Agency, Health and Human Services, HUD, Interior, Justice, Labor, and Transportation were cut.  
2. The Dollar

Because of our trade and fiscal deficits, most economists say the dollar will have to drop much more in order to balance out. How do you get the dollar to drop?  Sell dollars.  So who holds our dollars?  According to the Financial Times, “At the end of 2003, central banks held 70% of their official reserves in dollar-denominated assets, and central bank purchases of U.S. securities financed more than 80% of the U.S. current account deficit in 2003” (FT, 1/24/05, 15). According to a study just completed by Central Banking Publications, “Central banks are shifting reserves away from U.S. assets and towards the eurozone in a move that looks to deepen the Bush administration’s difficulties in financing its ballooning current account deficit (ibid). Forty-seven percent of reserve managers surveyed said they expected growth of official reserves to slow to less than 20% over the next four years (ibid).”  
To see this in play, on February 21, South Korea’s central bank said it would diversify its $200B of foreign exchange reserves of which up to 90% is in dollars. This sent the U.S. markets into a tailspin as the Dow lost 174 points while the dollar fell 1.4% against the euro.  Over the past 18 months, Asian central banks have been rapidly accumulating foreign exchange reserves.  There have been other statements from Thailand, Taiwan, and Indonesia, reflecting governments’ concern that a falling dollar could reduce their reserves unless they diversity their currency holdings into other currencies (FT, 2/23/05, 1).    
The countries that hold most of our dollars include Japan at $800B, China at $600B, Taiwan and South Korea at $200B each, with Hong Kong and India behind them.  The concern is if the other countries that hold a large amount of dollars decide they, too, need to diversify out of the dollar (FT, 2/27/05, 7). Japan and China hold 40% of the world’s dollar reserves (FT, 1/25/05, 5). In the past three years, members of OPEC have already cut the proportion of deposits held in dollars from 75% to 61.5%.  Russia is also said to be selling dollars for euros (FT, 1/20/05, 15).

Actually what I believe is happening is that there is a major sale of the dollar because it is no longer considered the WORLD’S RESERVE CURRENCY. Has any announcement been made?  No, but all you have to do is look at the actions of nations and international organizations.  If America was considered the strongest country in the world, countries would not be looking to diversify out of the dollar. How can they swap dollars for euros when our economy is growing faster than Europe and is not trying to cope with the transition from independent nations to a “United States of Europe”?  Lastly, the U.S. Bond Market Association estimates that foreigners held 46.8% of U.S. treasuries in 2004, compared with only 20% in 1990 (FT, 2/27/05, 7).   

America on Sale

With a lower dollar, America is on sale. Interestingly enough, we have been on sale since Nixon took the dollar off the gold standard in 1971. At the 1985 G7 finance ministers meeting, the Plaza Accord was the first international agreement to lower the value of the dollar against other currencies. Since then, the dollar has been devaluated against the yen by over 66% and the Deutsch mark/euro by the same amount. 

A way to reduce our trade deficit is for foreign companies and individuals to buy up American real estate, farms, banks, businesses, etc. Between 1999 and 2000, foreign direct investment shot up to $250B-$300B before it dropped back to $50B. According to economist David Hale, “The decline of the dollar is only the first step in the process of adjusting America’s balance of payments. There will also have to be a significant reallocation of resources from domestic consumption to tradable goods (FT, 1/26/05, 12).”   
In a past newsletter we discussed Market Based Democracy, which is where all tradable assets are syndicated and put into the market to trade. In addition to stocks and bonds, certificates of deposit, car loans, credit card paper, and mortgages have all been transferred from the banks to the markets.  To understand what this really means, the February 25 Washington Post printed this story:
Every other night or so, the calls start pouring in from Asia to the homes of Peter Leonard and several traders he supervises at Nomura Securities in New York. The calls come from Tokyo, Shanghai, Hong Kong, and Singapore, where investors want to buy U.S. mortgage-backed securities, which are essentially giant packages of mortgages on thousands of American homes. [This] is only one small facet of the rapidly rising flow of foreign money into U.S. financial markets. This torrent of capital from overseas has become indispensable fuel for the U.S. economic engine, helping to keep interest rates low. The flip side—with the ballooning U.S. trade deficit—[while] Americans spend dollars on Japanese cars, Chinese televisions and other imported goods, ends up in the hands of foreigners who buy U.S. Treasury bonds and mortgaged-backed securities. Said Steven Abrahams, a senior managing Director at Bear, Stearns & Co. who specializes in the mortgage market, “If you think about it, there are a lot of homeowners who are having money lent to them by Beijing.             

Here we see that the low mortgage rates we enjoy are not only the product of Federal Reserve policies, but are a result of mortgages being sold to foreigners at such a huge pace that it keeps the rates down.  Furthermore, you have to wonder—who are the real investors?  Foreigners are now acquiring our mortgages.  Do you think Asians will be as understanding as our fellow Americans? To refer back to my interview with Paul Volcker, all of this is leading to a global currency.
3. America at War
America invaded Iraq because they said she had weapons of mass destruction—which they never found.  Our invasion of Iraq was the beginning of a new foreign policy—pre-emptive strike.  Personally, I am against this because it sets precedence for major foreign policy problems. If China decides that America is going to invade them, they can then invade us for the same reason as we gave when we invaded Iraq. America now occupies two countries: Afghanistan and Iraq. George Bush and his neoconservatives have pledged to establish democracy in the entire Middle East. President Bush said that his re-election was evidence that the American people agree with this policy. In an article by Seymour M. Hersh in January 24 and 31, 2005 The New Yorker entitled The Coming Wars he writes:

The President and his national-security advisers have consolidated control over the military and intelligence communities’ strategic analyses and covert operations to a degree unmatched since the rise of the post-Second World War national-security state. Bush has an aggressive and ambitious agenda for using that control—against the mullahs in Iran and against targets in the ongoing war on terrorism.  According to [one] former high-level intelligence official, ‘This is a war against terrorism, and Iraq is just one campaign.  The Bush Administration is looking at this as a huge war zone.  Next, we’re going to have the Iranian campaign.’  

The President has signed a series of executive orders, authorizing secret Commando units to conduct covert operations against suspected terrorist targets in as many as ten nations in the Middle East and South Asia. The President’s decision enables Rumsfeld to run the operations off the books—free from legal restrictions imposed on the C.I.A. In my interviews, I was repeatedly told that the next strategic target is Iran.

There are concerns that the Bush Administration is looking to take on the whole of the Muslim world in order to make them democratic. According to Richard Maybury, there are more than a billion Muslims living in 57 Islamic countries. This is equal to taking on China which has 1.3B people.      

The cost of this war is escalating. Bush has cut taxes in an effort to keep the economy going instead of raising taxes to fund necessary needs for our forces. In January he asked for $75B more in funding for both Iraq and Afghanistan, bringing the total projected costs of those wars to nearly $300B. In comparison, the cost for the eight year Vietnam War was $111B, and adjusted for inflation is just under $500B. 
To get an idea of where we are headed, Osama Bin Laden said Muslim guerrillas “bled Russia for 10 years” in Afghanistan until Russia “went bankrupt and was forced to withdraw.” He said, “we are continuing this policy of bleeding America to the point of bankruptcy” (Richard Maybury’s Early Warning Report, January, 2005). It was reported that the Bush administration’s new five-year defense spending plan provides a 3.1% pay increase for military personnel in 2006 and billions more in later years. However, to achieve this, Pentagon budget officials had to slash $55B in projected spending over the five years for the F/A-22 fighter jets, DD(X) destroyers, the Virginia-class submarines and other items such as the V-22 tilt-rotor aircraft, while adding $25B to transfer Army forces. The Pentagon budget is up 41% since 2001 and it does not include an additional $75B for the Defense Department to cover military operations in Iraq and Afghanistan. The funding will include re-enlistment bonuses of $150,000 for Special Operations forces that are lured by the high-paying private-sector jobs (WP, 2/8/05, A7).   
While this is not the first time America has fought a war with an all volunteer army, the strain is beginning to show.  While America showed tremendous fire power in the invasion of Iraq, we
are not good at fighting a guerilla war.  It has been reported that the Marine Corps suffered a 29% spike in suicides last year to 31 suicides, reaching the highest number in at least a decade, while another 83 Marines attempted suicide. The Marines have the youngest Corps in its history, with the highest number of suicides occurring with Marines under 25.  Growing concerns over suicide have led both the Army and Marines to dispatch more mental health professionals to Iraq and Afghanistan in an effort to provide more immediate prevention (WP, 2/25/05, A19).    

4. The Rise of China

Previous economic newsletters have discussed the rising power of China as a result of American transnational corporations moving their manufacturing plants there in order to take advantage of Chinese slave labor. Today, you can hardly buy an item that is not made in China—from Christmas lights to designer clothing and electronics. China is emerging as a technological super-state. Yearly China increases the number of graduating PhD’s in science and engineering by 14% a year while the number of U.S. grads has fallen. Its technology-intensive exports grew last year by 22%. Twenty-five percent of all PhD’s in America are Chinese. General Electric has 27 research labs in China working on projects from composite-material designs to molecular modeling. Microsoft has nearly 200 researchers in the country with Cisco, IBM, Intel, and others ready to follow (BusinessWeek 1/31/05, 22).

Because of its growth, China accounts for 37% of the world’s cement consumption, 35% of its iron ore, and more than 20% of commodities ranging from zinc to steel. China uses twice the fertilizer that we use and twice the amount of steel that we use at 258 million tones. Because of its rapid growth, China has pushed the price of all commodities—from gold to coal to oil—to new highs. Currently the U.S. consumes three times what China does (China Economics-CE.cn, 2/18/05). 
To get a glimpse of where America is going with regard to the outsourcing of jobs to China, the U.S.-China Economic and Security Review Commission, a congressionally appointed panel, convened on September 23, 2004 in Akron, Ohio. One after another, economists, union officials, and small manufacturers took the microphone and described the devastation Chinese competitors are inflicting on U.S. industries from kitchenware and car tires to electronic circuit boards (BusWk, 12/6/04, 104).   

What makes China different from other importers like Japan, South Korea, and Mexico is that China is not only able to compete with low-skilled jobs but also in the high tech area. According to Harvard University economist Richard B. Freeman, “Combine the two and America has a problem” (BusWk, 12/6/04, 104).  Since 2000, America has lost 2.7 million manufacturing jobs. Unfortunately many of these jobs are in the small-to-midsize sector which makes up 37% of U.S. manufacturing. Furthermore, China has millions of workers and managers who are willing to work 12-hour days and work weekends. According to Robert B. Cassidy, a former U.S. Trade Representative official, “China overwhelms a market so quickly you don’t see it coming” (BusWk, 12/6/04, 105).

Some of the ways in which American producers have been affected: in bedroom furniture, 59 U.S. plants employing 15,500 workers have closed since January 2001 as Chinese imports have rocketed 221% to $1.4B, half of the U.S. market; the U.S. printed-circuit-board industry has seen sales go from $11B to just under $5B since 2001, and the computer hardware industry in America has seen its sales drop from $45B in during that same time period to $28B (BusWk, 12/6/04, 106).  

China is now working on critical mass in core industries. Most recently a joint project in the plastics industry between China’s Sinopec and Germany’s BASF will be the world’s biggest and most modern complex for ethylene, the basic ingredient in plastics, when it is finished next year.  An even bigger complex is going up in Shanghai.  In the area of cars, Dongfen Motor Corp and Honda Motor Company announced a joint venture where Honda will invest $340M to boost output of Honda CR-V’s and Civics fivefold by 2006.   The auto-parts manufacturer Wanxiang Group started in a tiny farm-machinery shop in 1969 and now is a $2.4B conglomerate that supplies the Chinese assembly plants of GM, Ford, Volkswagen and others (BusWk, 12/6/04, 106).  If the current rate of expansion continues, in 10 years, China will be the largest economy, followed by the U.S. and India.      

With regard to military power, China is buying 90% of its $20B in arms from Russia while Israel is its other big high-technology weapons supplier (FT, 2/10/05, 11). Recently CIA Director Porter Goss told Congress that China’s military modernization is tilting the balance of power in the Taiwan Straight and increasing the threat to US forces in the region. China has increased its ballistic missile force, deployed new submarines and developed more robust nuclear missiles.  Defense secretary Rumsfeld said China is boosting defense spending by double digit rates and most of the buildup is being carried out in secret. “They’re purchasing a great deal of relatively modern equipment from Russia and have been expanding their navy and expanding the distances from the Peoples Republic of China that their navy ventures.” China revealed a new class of attack submarine that took U.S. intelligence agencies by surprise when it unveiled the first of its 094-class ballistic missile submarines. The CIA estimated in 2000 that China had a total of 157 nuclear warheads for long- and short-range missiles and will have 464 warheads for its missiles by 2020 (Washington Times-WT, 1/18/05, 1).  

Recently France and other EU members joined by the UK have announced that they are going to lift the arms embargo they imposed in 1989 in the wake of the Tiananmen Square massacres. French officials noted that with China’s inclusion in the WTO and their help in bringing North Korea to the table have thawed relations and re-integrated China into the international order. China has a 2.5M strong People’s Liberation Army, while America is at half the military strength of China at 1.14M.   

CONCLUSION
What we are seeing is that a rising foe has control of our economic power. As we live the good life, China, besides holding our T-Bonds, are also holding our mortgages. As a result of a lower dollar, America continues to be on sale. While the lower dollar impacts us negatively, it impacts them positively since their currency is tied to it and makes their products even more attractive worldwide. Furthermore, foreigners are buying up real estate in America as well as buying other assets.
While we fight a major war with part-time soldiers, China is training their full-time soldiers. While we are reducing various military pieces of hardware, China has unveiled new advanced weapons. While America, as a developed country, is in her prime, China is flexing her muscles and is in the process of building her country and muscles. As a result of their slave-labor standards, the economic power of America’s middle class is feeling the pain of our manufacturing base being shifted to China. While American kids can’t read, China’s educational system is turning out 500,000 scientists and engineers a year.    
Lastly, what both of our economies need to function is oil and gas. You cannot develop or maintain a country’s economic infrastructure without oil/gas, you cannot build without oil/gas, you cannot maintain military operations without oil/gas, and you cannot maintain your military position without oil/gas. The war of the future will be over oil—who has it and who can protect it. Part II will deal with the control of oil.     



