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Introduction
In 1988, Paul Kennedy surveyed the then current landscape of global politics and declared that what goes up must come down. In particular, great
economic powers such as the United States would be ineluctably seduced
by an excessive and decadent investment in military might. As a result, he
forecast the certain decline of American economic and military hegemony.
Instead, it was the Soviet empire that quickly crumbled shortly thereafter.
And cracks began to form in the foundations of putative Japanese economic invincibility, cracks that have expanded substantially since then.
US military and economic might, far from waning, were each enhanced
significantly. The former was dramatically demonstrated by the stunning,
rapid, and largely unpredicted victory in the Gulf war of 1990–91; the latter by an explosive burst of productivity that expanded the breadth and
scope of the post-industrial economy.
Indeed, the decade of the 1990s witnessed an enormous burst in new
productivity in exactly the place it was least anticipated by Kennedy’s
flawed analysis. Instead of being replaced as a hegemonic power, the
United States entered the 21st century stronger than ever. While old enemies were primarily concerned with effecting a transition from failed
socialism to hybrid capitalism, and as a result were devoting fewer
resources to their military, the US was able to effect a substantial reduction
in its military spending programme, despite the fact that it continues to
spend substantially more on defence than most other countries. One plausible explanation is that the end of the cold war brought with it an enormous dividend—namely, the acceleration of economic productivity—and
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that the largest beneficiary of that has quite naturally been the largest economic power, the US.

The new economic and military leadership of the USA
It is important to take these twin developments into account, for their
impact on the recent past has been very powerful. Yet, when historians
write the chronology of world politics in the 20th century, the story will be
dominated by three themes: military conflict among states, economic
development via capitalism, and the growth of political and economic
institutions within and among states. Obviously, these themes are intertwined. The end of the Cold War has had important consequences.
One has been the embellishment of the US position as the pre-eminent
global military power. Despite the fact that this was in reality the goal of
the now defunct arms race, ironically it has been achieved in part as a
result of disarmament that followed the end of the cold war. Not only did
the Soviet Union disappear as a global military power, but the US was able
to slightly reduce its military spending while at the same time maintaining
its lead through its advantageous technological position. Thus, militarily
the hegemonic position of the US has been augmented by the peace
dividend.2
A second important consequence has been economic. Massive restructuring has brought with it enormous costs as well as opportunities. For
Russia, the transformation from an inefficient command economy to a liberated market system (albeit with a troublesome legacy) presented itself
as a series of deep crises for Russia and in part for its partners in the West.
In other words, these crises represented huge opportunities for transformation, but bore with them enormous costs and potential downside risks.
Thus, the disinvestment and the reinvestment went hand in glove to produce a kind of ‘peace investment’ that resulted directly from the necessities brought about by the end of the Cold War.1 The most recent ‘Russian’
economic crisis of 1998 has been resolved by growth in Russian energy
exports, but the economy is still struggling to find a stable growth path.
1
Russian economic trends are carefully tracked by many organisations, including RECEP, available at
http://www.recep.org/.
2
How the massive increase of the 2002 US military budget in response to terrorist attacks will play out, is of
course the 1 trillion dollar question.
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