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DRMI Organization

• Sponsored by Secretary of Defense
– Department of Defense (DoD) Instruction 5010.35

• Established in 1965 at the Naval 
Postgraduate School (NPS)
– Uses NPS faculty to teach analytical and business 

approaches to make the best use of defense resources
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The U.S. Economy: A Model

4https://roomkeypms.com/blog/revenue-management-software-is-here-to-stay/



The Best Measure of the “Pie” is
Real Gross Domestic Product

• Probably the best single measure of 
macroeconomic performance is real GDP.

• Even if it does not measure total satisfaction or 
welfare accurately, full-employment G[D]P appears 
to be a useful index of physical production 
possibilities -- A useful indicator of the flow from 
which resources for national defense must be 
diverted.

Hitch & McKean
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1. Gross Domestic Product

The total money value of the final goods 
and services produced in a country in a 
given period of time.

GDP = C + I + G + (EX - IM)
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Ten Leading Indicators (LEI)

• Average weekly hours worked by manufacturing workers 

• Average number of (weekly) initial applications for unemployment 
insurance 

• Amount of manufacturers’ new orders consumer goods and materials 

• Speed of delivery of new merchandise to vendors from suppliers

• Amount of new orders for capital goods unrelated to defense

• Number of new building permits for residential buildings 

• S&P 500 stock index

• Inflation adjusted monetary supply (M2)

• Average consumer sentiment (expectations for business conditions )

The Conference Board; Ten Leading Indicators; 
definitions adapted from Investopedia
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Why do we have Government 
Intervention?

• To “correct” sub-
optimal resource 
allocation and 
distribution

• To achieve full 
employment and 
price stability

• Public goods; free riding

• Positive and negative externalities

• Merit and demerit goods

• Monopoly power

• Inequality

• Factor immobility

• Agriculture volatility in prices and 
externalities

• Information failure

• Principal-agent problem
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http://fred.stlouisfed.org/graph/?g=dRIp
http://fred.stlouisfed.org/graph/?g=dRIp


General government actions that 
affect the economy

Economic functions

• Allocation: satisfy public 

wants or produce public goods 
like defense

– Can be achieved through budget 
policy

• Stabilization: maintain full 

employment and stable prices

• Distribution: alter the 

distribution of income or wealth 
through taxes and transfers

Economic Tools

• Fiscal Policy
– Tax policy
– Expenditure policy

• Monetary Policy
– Issue/Buy currency
– Set interest rates
– Set capital requirements

• Regulatory Policy
– Regulations on the use of public 

and private property
– Trade policy
– State provision vs. private 

provision
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Government Failure

• Government intervention that fails to 
improve economic outcomes.

– Efficiency: Are we getting as much service as 
we could from the resources we allocate to 
government?

– Opportunity cost: Are we giving up too many 
private-sector goods in order to get those 
services?
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Production Possibilities Frontier 

Everything else

One good
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Growth in the volume of world 
merchandise trade and GDP, 2005-15a 

Annual % change

https://www.wto.org/english/news_e/pres14_e/pr721_e.htm24



Ventura, J. (2005). A global view of economic growth. 
Handbook of economic growth
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International Trade

Possible Pros

1. Increased economic growth 

2. More dynamic business 
climate

3. Lower government 
spending

4. Foreign direct investment

5. Expertise from global 
leaders (firms)

6. Technology transfer

Possible Cons

1. Increased job outsourcing

2. Theft of intellectual property

3. Crowd out domestic 
industries

4. Poor working conditions

5. Degradation of natural 
resources

6. Destruction of native 
cultures

7. Reduced tax revenue

26
https://www.thebalance.com/free-trade-agreement-pros-and-cons-3305845



Solutions?

• Higher import taxes and tariffs protect domestic industries 
in the short run. In the long run, corporations will maximize 
profits by hiring the cheapest workers.

• Best solutions: regulate or offset the disadvantages:
– Environmental safeguards and regulations

– Labor laws

– Help emerging market farmers by not subsidizing domestic 
agribusiness

– Work to have shared production across country borders, shared 
technology, and training of local workers in both countries.

27
https://www.thebalance.com/free-trade-agreement-pros-and-cons-3305845
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GDP is not perfect. It does not include:

• Quality of life
leisure time, longer life

• Changes in
the environment, public 
health, stress

• Adjustments for “bad”
things
– spending after natural 

disasters

– spending on crime

• Income and wealth 
distribution

• Depreciation 

• Non-marketed items
e.g. own tax preparation, 
cleaning the house, illegal 
drugs

30



The National Budget “Slice” and 
Resources Available for Defense

31https://roomkeypms.com/blog/revenue-management-software-is-here-to-stay/







Structure and Size of the Federal Debt, April 2016 (Treasury 2016a, Treasury 2016b, Federal Reserve 2016a) 

Who Holds the Debt?



What is Cost of the Debt?

Interest Rates and the Debt Burden (OMB 2016, Federal Reserve 2016b) 



Two resource questions one should 
always ask:

• What is the next best use of our funds or 
resources? (opportunity cost)

• On the margin, where should we spend our 
next ___________ (dollar, effort, resource, 
time, etc.)? (marginal reasoning)
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Defense is uniquely federal 
in its resourcing and 

implementation.
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OMB 2016, Table 6.1



Allocation of Defense Budget by Major 
Force Program, 1962-2017 (DoD 2016) 

Allocation of Defense Budget by Major Force Program, 1962-2017 (DoD 2016)



ECONOMIC GROWTH
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Government and Economic Policy

“Economic policy can influence the full and 
productive employment and growth rate of 
existing resources, and therefore the quantity of 
resources available in the future.”

“Present resources are the consequence of past 
economic policies.”

43
Hitch & McKean (1960, p. 4)



Economic Growth

Potential benefits
• Higher average incomes

• Lower unemployment since higher 
output tends to create job opportunities

• Lower government borrowing due to 
higher tax revenues and lower 
expenditures on unemployment 
benefits. 

• Improved public services as a result of 
increased tax revenues

• Money can be spent on protecting the 
environment

• Investment as there is more to invest

Potential costs
• Inflation

• Boom and bust economic cycles

• Current account deficit

• Environmental costs

• Inequality
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Growing the Economy:
Differing points of view

Supply side
• Driver is production and 

aggregate supply
– Tax cuts to stimulate work effort, 

saving, and investment
– Less social safety net to increase 

work
– Deregulation to reduce production 

cost/stimulate investment
– Spending on education and training, 

and research, expands capacity to 
produce

– Immigration policies alter the 
size/skill of labor force

– Effects of monetary policy 
dependent on cohesion with fiscal 
policy; may not help economic 
growth

47
Investopedia.com
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Differing points of view

Supply side
• Driver is production and aggregate 

supply

– Tax cuts to stimulate work effort, 
saving, and investment

– Less social safety net to increase 
work

– Deregulation to reduce production 
cost/stimulate investment

– Spending on education and training, 
and research, expands capacity to 
produce

– Immigration policies alter the 
size/skill of labor force

– Effects of monetary policy 
dependent on cohesion with fiscal 
policy; may not help economic 
growth

Keynesian + views

• Key driver is consumer 
(aggregate) demand

– Manipulate consumption, business, 
and government expenditures and 
net exports to stimulate demand

– Strengthen social safety nets that 
put money into the pockets of the 
poor

– Redistribute income from the 
wealthiest members of society

52
Investopedia.com



Short term economic growth: 
Keynes + or “Demand side”

• Increase in aggregate demand, coupled with spare capacity in the 
economy leads to a higher level of GDP (real). Factors include:

– Lower income tax which increases disposable income of consumers 
and increases consumer spending (C)

– Increased consumer confidence, which encourages spending (C)

– Increased wages encourage consumer spending (C)

– Rising house prices, which create a positive wealth effect and 
encourages homeowners to spend more

– Increased government spending (G). e.g. government investment 
on building new roads

– Lower interest rates 

– Fall in value of dollar, which makes exports cheaper and increases 
quantity of exports(X)
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Long term economic growth

• Requires an increase in long run aggregate 
supply and demand due to things such as:
– Increased investment in capital, infrastructure

– Increase in working population (immigration, higher 
birth rate, later retirement)

– Increase in labor productivity (better education and 
training, technology improvements)

– Discovering new raw materials

– Technological improvements to the productivity of 
capital and labor
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Projected GDP 2009-2050
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TRUMP ADMINISTRATION’S 
BUDGET

60



“Let's praise Trump for a budget 
that's bold and transparent:” Cheer # 1

• Budgets are generally incremental, but Mr. Trump’s 
is not – it makes major policy priority changes. 

– Major shifts toward funding national and homeland 
security, and away from other agencies and programs.

• Trump appears to understand “that the budget is 
the president's principal means of governing by 
enabling his policy agenda.”

Douglas A. Brook, Visiting Professor, Duke University Sanford School of Public Policy. Dr. Brook served as 
assistant secretary for financial management in the Department of the Army and the Department of the 
Navy and as acting under secretary (comptroller)/chief financial officer of the DoD. 61



Cheer #2

• Trump’s budget is transparent – it allows 
Congress and the public to understand and 
react.

• It is an attempt to address the size and 
complexity of our government’s 
bureaucracy.

• It’s an opening bid.

Douglas A. Brook 62



Missing Cheer #3

• “The missing third cheer addresses the nature of 
this document. It is not a budget. It's merely a bare-
bones statement of spending priorities for the 
discretionary side of the budget. That's about one-
third of total federal spending. It contains no 
economic assumptions, nothing about tax 
revenues and no projections for mandatory 
spending programs like Social Security and 
Medicare.”

Douglas A. Brook 63
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Interesting site to see where cuts would hit the hardest, by red and blue states:
http://www.cnbc.com/2017/05/23/these-programs-would-get-hit-hardest-by-trumps-proposed-budget-cuts.html



Proposed changes to civilian federal 
retirement systems

• Increase employee 
contributions by 1% for 6 
years

• Eliminating the COLA for 
current and future FERS 
participants,

• Cutting the COLA by 0.5 
percent for CSRS 
participants of what the 
typical formula currently 
allows.

67
https://federalnewsradio.com/retirement/2017/05/trumps-proposed-
retirement-changes-would-have-major-impacts-on-current-feds-and-retirees/



Forbes, “Trump's Can Opener 
Budget”

• “An economist and a seaman are stranded on a desert 
island with only canned food to eat. But they have no way 
to open the containers. “What do we do,” asks the sailor. 
“Assume a can opener,” replies the economist.

• Claims of the budget proposal: 

– Significantly cut taxes

– Boost spending on the military and border control

– Slash spending for regulation and safety net programs for the poor

– Protect most of Medicare and Social Security

– Balance the budget in 10 years 

68
https://www.forbes.com/sites/beltway/2017/05/23/trumps-can-opener-budget/#30d5dd793543



“Trump's Can Opener Budget”

• “[…] it all only hangs together thanks to that 
hypothetical kitchen device, a big dose of supply 
side economics, and a black box the size of an 
aircraft hanger.”

• “The economy would have to grow far faster than 
nearly all economists think it can.”

• “That’s supposed to happen due to large tax cuts 
that are yet to be defined.”

69
https://www.forbes.com/sites/beltway/2017/05/23/trumps-can-opener-budget/#30d5dd793543



WHAT IS IN THE BLACK BOX?

• “The budget document itself includes a revenue 
estimate for exactly one significant tax policy 
change—a proposal to make it harder for some 
immigrants to claim the Earned Income Tax Credit 
and the Child Tax Credit. Beyond that, it merely 
restates that one-page summary but without 
specific revenue estimates.”

• “The lack of detail? Another can opener.”

70
https://www.forbes.com/sites/beltway/2017/05/23/trumps-can-opener-budget/#30d5dd793543



WHAT IS IN THE BLACK BOX?

• “But wait, you may be saying, isn’t Trump offsetting his tax 
plan with spending cuts? The problem is the president can’t 
use the same spending reductions to pay for new military 
and border security initiatives, finance big tax cuts, and 
balance the budget.  At least he can’t without the help of 
that handy can-opener.”

• Treasury Secretary Lawrence Summers: “[…] the most 
egregious accounting error in a presidential budget in the 
nearly 40 years I have been tracking them.”

71
First point from: https://www.forbes.com/sites/beltway/2017/05/23/trumps-can-opener-budget/#30d5dd793543



TRUMP’S AGENDA
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Trumponomics and Trump’s Agenda

• Espouses supply-side economics and assumes a 3-5% annual 
growth rate:
– Deregulation

– Lower taxes (at least for some)

– (little effect from) Monetary policy

• Supports:
– Infrastructure buildup

– Restricting trade

– Restricting immigration

• But what about...
– Aging population? Water and energy crises? Rise of the global 

middle class? Other issues?
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Too many regulations?

• Between 1970 and 2008 the 
number of prescriptive 
words like “shall” or “must” 
in the code of federal 
regulations grew from 
403,000 to nearly 963,000, 
or about 15,000 edicts a 
year, according to data 
compiled by the Mercatus 
Centre, a libertarian-leaning 
think-tank. 

http://www.economist.com/news/united-states/21717838-republicans-and-democrats-have-been-equally-
culpable-adding-rulebook-too-much
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Kludgeocracy

• Over time, this [more and more regulation] 
gums up the system, resulting in what Steve 
Teles of Johns Hopkins University has 
dubbed a “kludgeocracy”. 

• This explains, for instance, why over half of 
Americans have to pay a professional to fill 
out their tax return for them (in Britain, for 
comparison, most people need not even 
complete one).
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Estimates of the effects on GDP from 
regulation, 1980-2012

76

Mercatus.org



Regulatory capture

• A form of government failure that occurs 
when a regulatory agency, created to act in 
the public interest, instead advances the 
commercial or political concerns of special 
interest groups that dominate the industry 
or sector it is charged with regulating.

• e.g., Bernie Madoff
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Trumponomics and Trump’s Agenda: 
Likely Effects on Economic Growth

• Espouses supply-side economics and assumes a 3-5% annual 
growth rate:
– Deregulation LIKELY POSITIVE

– Lower taxes (at least for some)

– (little effect from) Monetary policy

• Supports:
– Infrastructure buildup

– Restricting trade

– Restricting immigration

• But what about...
– Aging population? Water and energy crises? Rise of the global 

middle class? Other issues?
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U.S. Tax Code

• The United States has an infamously dense 
and complicated tax code that is in dire need 
of simplification. The tax system severely 
distorts individual and business decisions 
and the allocation of their respective 
resources; it hampers job creation and 
impedes both economic growth and tax 
revenue.

79
Mercatus.org; the Mercatus Center was founded and is funded by the Koch Family Foundations

http://www.sourcewatch.org/index.php/Koch_Family_Foundations


What makes a good tax system?

• Research suggests that 
a successful revenue 
system should be:

– Simple

– Efficient

– Equitable

– Predictable

• There are “more tax 
preparers—over 1m, 
according to a project 
at George Washington 
University—than […] 
police and firefighters 
combined.”

80
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“Business Friendly” Taxes:
Lower Corporate Taxes and the Border Adjustment Tax

• Aim is to produce a more favorable and 
competitive tax system thus raising 
productivity and economic growth

• Four major components:
1. Lower corporate rate; 35% is the highest among all 

industrial countries (reduces revenue by about 1% of 
GDP or $190b/yr. in current dollars)

2. Adopting a territorial system for taxing US firms’ 
foreign subsidiaries (raise about $210b one time over 
several years)

Martin Feldstein, https://www.weforum.org/agenda/2017/02/us-tax-reform-explained

https://www.weforum.org/agenda/2017/02/us-tax-reform-explained


“Business Friendly” Taxes:
Lower Corporate Taxes and the Border Adjustment Tax

• Four major components:

3. Change to cash-flow corporate tax: allowing 
deductions for investments in equipment and 
structures immediately and eliminating the deduction 
for interest costs on newly incurred debts. (Puts debt 
and equity on an equal footing.)

4. Border tax adjustment: like a value-added tax on 
foreign transactions; essentially taxes imports, 
subsidizes exports, and raises the value of the dollar, 
making experts less competitive. Expected change: 
$120b/yr. in additional tax revenue.

Martin Feldstein, https://www.weforum.org/agenda/2017/02/us-tax-reform-explained

https://www.weforum.org/agenda/2017/02/us-tax-reform-explained


Changes to Individual Income Taxes

• Trump's new proposal to reform the tax code may 
be the biggest tax cut for individuals since the 
Reagan administration, but it's also just one page 
long.

• Reduce the current seven tax brackets to three 
with rates of 10 percent, 25 percent and 35 percent.



Changes to Individual Income Taxes

• The standard deduction would nearly double.

• Itemized deductions not capped except, ‘the 
administration wants to "[e]liminate targeted tax 
breaks that mainly benefit the wealthiest 
taxpayers.“’

– Preserving the deductions for charitable giving, 
mortgage interest, and retirement savings

– Eliminate: deduction for state and local taxes, 
Alternative Minimum Tax and estate tax



Changes to Individual Income Taxes
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Taxpayers affected by AMT
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Get rid of the estate tax

• The current estate tax only applies to 
estates over $5.5 million. As such, it only 
affects about 0.2% of all estates in any given 
year, according to the Tax Policy Center.
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Possible Distribution of Taxes in 
Trump Proposal
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Proposed Tax Cuts in Trump Proposal due 
to American Health Care Act (AHCA)
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Trumponomics and Trump’s Agenda: 
Likely Effects on Economic Growth

• Espouses supply-side economics and assumes a 3-5% annual 
growth rate:
– Deregulation LIKELY POSITIVE

– Lower taxes (at least for some) UNKNOWN, BIASED TOWARDS TOP

– (little effect from) Monetary policy

• Supports:
– Infrastructure buildup

– Restricting trade

– Restricting immigration

• But what about...
– Aging population? Water and energy crises? Rise of the global 

middle class? Other issues?
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growth rate:
– Deregulation LIKELY POSITIVE
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– (little effect from) Monetary policy DEPENDS ON FED AND 
POSSIBLE BOARD MEMBER CHANGES

• Supports:
– Infrastructure buildup

– Restricting trade

– Restricting immigration
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– Aging population? Water and energy crises? Rise of the global 

middle class? Other issues?
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Infrastructure Investment

• Administration promises to make America’s 
“roads, bridges, airports, transit systems and 
ports…the envy of the world”. 

• “Support $1 trillion private/public 
infrastructure investment.”
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Trumponomics and Trump’s Agenda: 
Likely Effects on Economic Growth

• Espouses supply-side economics and assumes a 3-5% annual 
growth rate:
– Deregulation LIKELY POSITIVE

– Lower taxes (at least for some) UNKNOWN, BIASED TOWARDS TOP

– (little effect from) Monetary policy DEPENDS ON FED AND 
POSSIBLE BOARD MEMBER CHANGES

• Supports:
– Infrastructure buildup POSITIVE

– Restricting trade

– Restricting immigration

• But what about...
– Aging population? Water and energy crises? Rise of the global 

middle class? Other issues?
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International Trade: Trump Dislikes 
the WTO because…

• 77% of America’s trade deficit stems from trade with 
countries that trade with America under WTO rules. 

• America’s tariff commitments under the WTO are 
lower than other countries’ 

– Mr. Trump believes that WTO rules prevent America 
from cutting “good” deals with other countries.

• A 2016 U.S. International Trade Commission’s study 
suggests that our WTO membership boosts trade 
flows between 50% and 100%. 
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TREND: Global Economic Growth
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TREND: Global Economic Growth

98Asia includes the Middle East



99



Trumponomics and Trump’s Agenda: 
Likely Effects on Economic Growth

• Espouses supply-side economics and assumes a 3-5% annual 
growth rate:
– Deregulation LIKELY POSITIVE

– Lower taxes (at least for some) UNKNOWN, BIASED TOWARDS TOP

– (little effect from) Monetary policy DEPENDS ON FED AND 
POSSIBLE BOARD MEMBER CHANGES

• Supports:
– Infrastructure buildup POSITIVE

– Restricting trade NEGATIVE

– Restricting immigration

• But what about...
– Aging population? Water and energy crises? Rise of the global 

middle class? Other issues?
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Enforce or Reform Immigration

• Slowed immigrant entry through illegal 
border crossings

• Made it easier to deport undocumented 
workers without criminal records—a 
category that describes around half of 
America’s farm workers. 
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Three Reasons why Immigrants are 
Important to Economic Growth

• Labor force growth

• Entrepreneurship: immigrant business owners generated 
12% of U.S. business income in 2000

• Human capital: for every 100 international students who 
earn science or engineering PhDs in the U.S., the nation 
gains 62 patent applications.

• “In short, the prospects for long run economic growth in 
the United States would be considerably dimmed without 
the contributions of high-skilled immigrants.”
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Trumponomics and Trump’s Agenda: 
Likely Effects on Economic Growth

• Espouses supply-side economics and assumes a 3-5% annual 
growth rate:
– Deregulation LIKELY POSITIVE

– Lower taxes (at least for some) UNKNOWN, BIASED TOWARDS TOP

– (little effect from) Monetary policy DEPENDS ON FED AND 
POSSIBLE BOARD MEMBER CHANGES

• Supports:
– Infrastructure buildup POSITIVE

– Restricting trade NEGATIVE

– Restricting immigration NEGATIVE

• But what about...
– Aging population? Water and energy crises? Rise of the global 

middle class? Other issues?
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Other Holes in the “Plan”

• Millions of mid-career Americans will need retraining

• Where are the industries that might replace lost jobs?

• Changes in welfare will have repercussions on workforce

• Manufacturing jobs only make up 8.5% of American workers

• Coal mining isn’t coming back: the solar industry employs 
two-and-a-half times as many people.
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WHAT ELSE SHOULD WE 
CONSIDER?
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Age Structure Matters

income
dependency                                          dependency   

Private household:

expenditures

Budget
revenues

pure public goods and services

childhood                 working years    mature

Public household:

many                                      fewer                               many
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Year of Birth

Source:  Standard and Poor.

Normal Retirement Age

1938 65 and 2 mos.

1939 65 and 4 mos.

1940 65 and 6 mos.

1941 65 and 8 mos.

1942 65 and 10 mos.

1943-1954 66          

1955 66 and 2 mos.

1956 66 and 4 mos.

1957 66 and 6 mos.

1958 66 and 8 mos.

1959 66 and 10 mos.

1960 67          

1937 and before 65

Increasing the Age of Eligibility
for Social Security
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Water and Conflict: 
Global Number and Type of Events Related to Transboundary River 

Basins, 1948-1998

More conflictive More cooperative 



TREND: Food, Water and Energy

• Projections for growth in demand by 2030:

– 35% for food

– 40% for water

– 50% for energy

• Climate change will worsen the outlook for the 
availability of these resources

– Predicted decline in precipitation in the Middle East and 
northern Africa, Central Asia, southern Europe, southern 
Africa and the U.S. Southwest

– Wet areas will get wetter
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TREND: Food, Water and Energy: Nexus

CNA is a nonprofit research organization that operates the Center for Naval Analyses and the Institute for Public Research
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The Cheap Energy Revolution is Here 
and Coal Won’t Cut It
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Economic and Political Stability

• Reassures firms that investing increased 
capacity will lead to greater profits

• Maintaining stable and low inflation 
encourages business investment. High 
inflation increases volatility.

• Creates conditions for alliances, trade 
agreements, and cooperation
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Trumponomics and Trump’s Agenda: 
Likely Effects on Economic Growth

• Espouses supply-side economics and assumes a 3-5% annual 
growth rate:
– Deregulation LIKELY POSITIVE

– Lower taxes (at least for some) UNKNOWN, BIASED TOWARDS TOP

– (little effect from) Monetary policy DEPENDS ON FED AND 
POSSIBLE BOARD MEMBER CHANGES

• Supports:
– Infrastructure buildup POSITIVE

– Restricting trade NEGATIVE

– Restricting immigration NEGATIVE

• But what about...
– Aging population? Water and energy crises? Rise of the global 

middle class? Other issues? UNKNOWN, LIKELY NEGATIVE
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The Economist’s Take:

• Growth is good; but Trumponomics is 
otherwise a threadbare, retrograde and 
unbalanced response to America’s economic 
needs.
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Trump changes in position over time

• “It appears that investors believe Mr. Trump’ promises of growth 
and discount his crazier rhetoric.”

• This spring he chose not to withdraw from NAFTA after his 
agriculture secretary, Sonny Perdue, presented him with a map 
showing that many of the resultant job losses would be in states 
that voted for him. 

• Where once he railed against legal, as well as illegal, immigration, 
he appears to have been persuaded of the economic damage 
restricting the influx would do. Asked whether he still meant to 
curb legal immigration, he protested: “No, no, no, no!...I want 
people to come in legally...We also want farm workers to be able 
to come in...We like those people a lot.”

130http://www.economist.com/news/briefing/21721937-donald-trumps-economic-strategy-
unimaginative-and-incoherent-cooking-up-economic-policy



The National Budget “Slice” and 
Resources Available for Defense
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Two resource questions one should 
always ask:

• What is the next best use of our funds or 
resources? (opportunity cost)

• On the margin, where should we spend our 
next ___________ (dollar, effort, resources, 
time)? (marginal reasoning)

• WHAT WILL BE THE EFFECT ON RESOURCES 
FOR DEFENSE?
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TREND: Global Economic Growth: 
Downsides

• Income inequality can negate positive effects of 

globalization and economic growth

• Cyber, infrastructure threats

• Greater demands for limited resources (and possibly 

greater deficit spending)

• Changing “weights” of resources by country change 

standards of living

 All can lead to social instability and difficulty for state 

governance
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