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The United States of America

Flag

United States: Facts

The thirteen red and white stripes represent the
thirteen original colonies which broke away
from Great Britain. The fifty white stars on a
blue field symbolize the fifty states in the union.

Source: CIA World Fact book. Military data for year 2005. All others for year 2008. GDP figures are in Purchasing Power Parity.
Tuberculosis data for year 2006 and Health Care % of GDP for year 2005 from WHO.

Capital Washington, DC
Government Federal Republic
Government Head (President) Barack Obama
Economy Capitalist
Independence 1776
Area (sq. km) 9,373,000
Population (millions) 304
Adult Literacy 99%
Pop. Growth Rate 0.88%

United States

United States

CONTEMPORARY HISTORY

In 1945, at the end of World War II, the
United States emerged as the strongest
nation in the world. Economically, it

owned 75% of the world's gold reserves and
produced 50% of the world's industrial out-
put. Militarily, it had the mightiest army in
the world and the first and only atomic
bombs. The US shaped the post-war order,
providing massive help to Europe (the Mar-
shall Plan), South Korea, and Japan to aid
their reconstruction. It also helped create or-
ganizations like the United Nations (UN),
the World Bank, and the International Mon-
etary Fund (IMF).

The end of WWII also led in the late 1940s to the beginning of the Cold War, which locked the US and the Soviet
Union in a worldwide superpower struggle for political influence and military supremacy. Over this period, the
US developed alliance networks in Europe and East Asia. The Cold War led to the biggest arms buildup in
history and to major crises all over the world, including the Korean War (1950-53), the Cuban Missile Crisis
(1962), and the Vietnam War (1965-1975).

In the 1970s, US global economic dominance was eroded by two oil price shocks, the emergence of Europe and
Japan as economic powerhouses, and the high cost of the military build-up caused by the Cold War. However,
with the break-up of the former Soviet Union in 1991 and the scattered regional financial crises in the late 1990s,
the US became the world's only superpower and regained much of its global economic prestige with its robust
economy.

The election in 2000 was one of the closest in American history. The announcement of the winner of the Presi-
dential race was delayed because the vote was too close to call in one state, Florida. Manual counting of the
ballots was required. The US Supreme Court stepped in and provided an avenue for the Republican candidate,
George W. Bush, to be declared the winner in Florida, thus winning enough electoral votes to be elected. Dem-
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ocratic Candidate Al Gore won the total US popular
vote, though by a mere 500,000 votes. But in US Pres-
idential elections, whoever has the most Electoral Col-
lege votes is declared the winner.  President Bush was
re-elected in 2004.

Eight years after taking office, Mr. Bush left the White
House with public approval ratings averaging 30.5%.
At the start of the Iraq War, his ratings had been at 71%.
The 40-point drop is almost identical to the drop in
approval ratings President Johnson faced in the early
1970s during the unpopular Vietnam War. Besides the
Iraq War, additional contributing factors to Mr. Bush's
low approval ratings are a deep recession and a tar-
nished reputation for the US internationally.

As of January 20, 2009, Democratic candidate Barack
Obama became the 44th president of the US. He has
inherited an economic crisis and two wars--in Iraq and
Afghanistan--as well as many other issues that need to
be addressed.  The next presidential election is in 2012.

President Obama's first priority is a stimulus package
to jumpstart the economy. Overall, he hopes to be a
president who is more responsive to the needs of the
American lower and middle classes. Some of his agen-
da items are: 1) switching his national security focus
on Afghanistan instead of Iraq; 2) supporting alterna-
tive energy sources and creating the necessary infra-
structure for them; 3) creating a more inclusive health
care plan for all Americans; and 4) restoring the US
reputation abroad by example and by leading a more
collaborative administration than his predecessor.

UNITED STATES TODAY

The US is located on the continent of North Amer
ica, between Canada and Mexico. In size, it is
twice as large as the EU, slightly larger than

China, but half the size of Russia. After victories in
WWI and WWII, the US became one of the major coun-
tries in the world. Since the breakup of the Soviet Union,
it is the world's sole remaining superpower.

The US is still dealing with the effects of September
11, 2001. Many domestic and international policies have
changed since that day. The country has spent billions
of dollars in upgrading its domestic security in an at-
tempt to make sure there is never another terrorist at-
tack on US soil. But the biggest 9/11 legacies are the
wars in Afghanistan and Iraq.  By December 2001, the

US had routed al Qaeda and it's fundamentalist hosts,
the Taliban, from Afghanistan. The formation of a dem-
ocratic government was begun. In 2003, the Bush ad-
ministration took their sights off of Afghanistan and
made Iraq a priority, convinced Saddam Hussein was
developing weapons of mass destruction. Six years later
the US is still there, longer than it was involved in
WWII. And while distracted by Iraq, the Taliban and al
Qaeda began a resurgence in Afghanistan. NATO troops
are now helping US forces maintain the fragile democ-
racy in that beleaguered country.

As a Senator, Mr. Obama did not vote to invade Iraq.
He supports a phased withdrawal of all US troops over
the next 16 months. Thus by summer 2010, only a small
residual force will remain to continue the search for al
Qaeda and to back-up the Iraqi forces as needed. At the
same time, President Obama intends to double the num-
ber of American soldiers in Afghanistan.

The cost of these wars is having an economic impact
on the US. The US has the largest economy in the world,
but it is now in an economic recession. Some call it the
worst downturn in 26 years. A problem with some risky
housing loan mortgages in the US has led to a financial
contagion around the world. This is a two-pronged prob-
lem: 1) there is a lack of equity capital so banks do not
have enough money to make new loans. 2) the housing
crisis has caused a decline in the value of  houses in
most communities. This makes the housing assets the
banks are holding worth less. The federal government
has lent billions of taxpayer dollars to banks to help
them lend again. So far this lack of credit has spread
not only internationally, but to other areas of lending
such as business lending.

America has been running budget and balance of pay-
ment deficits for years. Many of the emerging market
countries like China are funding this debt, for the more
money US consumers spend, the more likely such big
exporting countries will benefit. Some are questioning
if the US can continue its economic global dominance
while simultaneously running large deficits.

The rise in global trade in the past 20 years and the
importance of oil have created many new up-and-com-
ing players in the international community. The post-
World War II leading nations, such as the US, are be-
ginning to include such countries in discussions on glo-
bal issues. By giving these new leaders a say on the
pressing world problems, it is hoped that they will feel
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more responsible to contribute to their solutions. But
the status quo is hard to break. The challenge is to move
the world away from a 20th century concept that views
the world as a jumble of individual nations that require
separate policies. The 21st century perspective points
to a world more intertwined.

On the Statue of Liberty these words are engraved:
“Give me your tired, your poor, your huddled masses
yearning to breathe free.” While the United States is
far from a perfect society, it still acts as a beacon of
hope for people coming from war, poverty, or other
hardships. Many hope that President Obama and the
strength of America's fundamentals will allow it to re-
gain its way, for the world still counts on the US to
play a visionary leadership role.

The United States constitution guarantees full and
equal human rights to all citizens. These guar
antees have been strengthened over the years

by many constitutional amendments and by the civil
rights movements. The government is highly account-
able to the people as a result of the governmental divi-
sion of power and a strong and assertive press.

The 9/11 attacks have made the protection of individu-
al rights far more complex. Under traditional US laws,
the finding of guilt or innocence depends on the ability
to prove guilt. But in this modern age of fast, anony-
mous computer transactions, terrorists can hide their
illegal activities and cross national borders with the click
of a mouse. Thus the ability of the legal system to prove
guilt means it must match the terrorists' level of so-
phistication in the use of computer technology. It also
could mean coordinating with other countries' law en-
forcement agencies to find evidence. The government
contends that it may not be able to find enough evi-
dence for conviction under the traditional US legal sys-
tem. It cites the example of Zacarias Moussaoui, the
lone defendant charged with aiding the 9/11 hijackers.
Arrested a month before the planes were flown into the
World Trade Center, investigators could not obtain per-
mission to check his computer under US laws, for he
had committed no crime. If access had been obtained,
officials might have found a crucial link to the other
terrorists prior to 9/11.

As a result, the US government has spent the last eight

years trying to navigate in a world of heightened ter-
rorist threats. Just a month after the 9/11 attacks, Con-
gress approved a bill dubbed The Patriot Act. The bill
was passed to increase the government's enforcement
mechanisms to identify, detain, and prosecute suspect-
ed terrorists. Legal aliens from certain countries are
being asked to provide more documentation about them-
selves. However, processing delays have made it hard-
er for some individuals to obtain the necessary clear-
ance to come to the US for a visit.

Many are concerned that the government will misuse
its increased surveillance abilities to falsely accuse the
innocent. They see this as an assault on American civil
rights. The secretive nature of inquiries allowed under
the Patriot Act reminds many of how the FBI used anon-
ymous surveillance to discredit Vietnam War protest-
ers 30 years ago.

As a result of some of these concerns, a new bill nick-
named the Patriot Act II was defeated. It would have
granted the government even more surveillance and
intelligence-gathering powers, free from judicial over-
sight. While the concerns about a retreat from civil
rights protection are legitimate, the stakes are quite high.
As we have tragically seen, the failure to catch terror-
ists can mean not just a few lives lost, but thousands.

Human rights promotion has become a major compo-
nent of US foreign policy. US developmental aid is of-
ten tied to human rights improvements. However, when
building an international coalition to undertake the war
effort against the Taliban in Afghanistan and Saddam
Hussein in Iraq, the US had sought as allies some coun-
tries criticized for their human rights records. Further-
more, some suspected al Qaeda terrorists have been kept
in semi-isolation in Guantanamo Bay, Cuba, which is
controlled by the US. The American government con-
siders these detainees, “enemy combatants” from the
war in Afghanistan. This label allows the government
to hold these men indefinitely. Many inside and out-
side the US questioned the legality of keeping enemy
combatants in Guantanamo.  Under such pressure, many
detainees have been returned to their home countries.
Others have been given access to special legal counsel
and tried in a special court. In his first week in office,
president Obama announced he will close Guantana-
mo in the next 12 months.

Aside from the issues being debated about protection
against terrorists, the US human rights situation still
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has room for improvement. First, there are major ine-
qualities in socioeconomic status in the US. Some so-
cial and economic groups do not have full access to
quality education and decent jobs and housing. In ad-
dition, incidents of racially motivated police brutality
occur occasionally in large US cities like New York,
Los Angeles, and Philadelphia. The police use of racial
profiling is a new subject of public debate.

The US has a much smaller child labor problem than
many countries in the world. Nevertheless, illegal child
labor exists in the US. Most child workers in the US
(over 90%) work in non-agricultural industries, in food
preparation and service, as operators, helpers, and la-
borers. The remainder work in agriculture. The prob-
lem of child labor is made worse because it is not known
exactly how many illegal immigrant children are em-
ployed in the US. An Associated Press report estimat-
ed that close to 300,000 children worked illegally in
the US in 1996. The US and Somalia are the only two
countries that have not ratified the Covenant on the
Rights of the Child. The US has signaled its intention
to sign the document at some point in the future. The
US has signed the ILO's Convention #182, the Worst
Forms of Child Labor.  It has not signed #138, the Min-
imum Age Convention.

Women's rights have advanced further in the US than
in most other countries in the world. The women's
movement in the US has succeeded in creating more
opportunities for women in various institutions and
workplaces. The first legislation that President Obama
signed was a law that ended a timing restriction on a
women's ability to sue for pay discrimination. Howev-
er, there are still many areas of  inequality for women,
even in the US. For example, in jails there have been
alleged cases of sexual assault by prison officials. In
addition, domestic violence against women continues
to occur. Although economic opportunities have in-
creased for women in the last few decades, women are
still underrepresented at the highest levels in many in-
stitutions and organizations.

Human traffickers use the US as a destination and transit
point for their usually unsuspecting victims. It is esti-
mated that 14,500 to 17,500 people, primarily women
and children, are trafficked to the US annually.  The
US government began to monitor human trafficking in
1994. Originally US monitoring focused on sex traf-
ficking, but it has broadened to include labor exploita-
tion. In 2000, the US government passed the Traffick-

ing Victims Protection Act, which has improved exist-
ing prosecution measures for traffickers, enhanced the
protection for victims of trafficking and given benefits
to victims of particularly severe cases. The Trafficking
Victims Protection Reauthorization Act of 2003 pro-
vides resources and initiatives to assist the US victims.
Internationally, the US has assisted other countries in
organizing anti-trafficking and development programs
to prosecute offenders, help victims, and raise aware-
ness about trafficking. While there are good rules in
place, crimes of this type can oftentimes go unnoticed
until someone brings it to the authorities' attention.

Regarding minority relations, the US just elected its
first African American President.  While this event shat-
tered a racial glass ceiling, the US still feels the linger-
ing effects of its contentious history of slavery and ra-
cial discrimination. Although there are many other tan-
gible examples of racial progress, discrimination on the
basis of race or ethnicity still exists, and members of
ethnic minority groups are sometimes both education-
ally and economically disadvantaged. Immigrants have
a higher standing in the US than in most nations, but
debates about the openness of US borders to immigra-
tion occur periodically. Tragically, hate crimes against
Arabs and Muslims since 9/11 have increased.

Liberal gun laws have made access to powerful weap-
ons very easy, creating a very high violent crime rate
for a developed country. Thus while America has some
good legal protections in place for human rights, there
are many areas in which the US could show improve-
ment.

Relative to its population, the US has the world's
most serious pollution problem. Water and air
pollution (from cars and industry) result in acid

rain and smog in many cities. Many significant im-
provements have been made, such as long-term use of
unleaded gasoline, catalytic converters in automobiles,
and more stringent industrial water and pollution con-
trols. Until recently, the strong environmentalist move-
ment was actively opposed by business interests and
by labor unions that downplayed the environmental im-
pacts of many economic activities. Economic growth
and life comforts are often given priority. However,
more definitive evidence is now available concerning
the consequences of global warming.
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United States: Health
Birth Rate 14/1,000
Death Rate 8/1,000
Life Expectancy - Male 75
Life Expectancy - Female 81
Infant Mortality 6/1,000
HIV/AIDS Cases 950,000
HIV/AIDS Prevalence Rate 6/1,000
Tuberculosis Rate 4.3/100,000

With only 4% of the world's population, America pro-
duces 20% of greenhouse gas emissions. The US was
involved in the initial 1997 Kyoto, Japan conference
on global warming that created the Kyoto Protocol
agreement. Through negotiations, the US committed
itself to a major emissions cut by 2012 (a 7% reduction
from the 1990 level, which represents a real cut by 40%
over normal emissions levels). When the US Senate
voted 95-0 against the treaty early in the Bush admin-
istration, the President withdrew the US from further
negotiations. Mr. Bush did not see any hope of ratifica-
tion with such strong business and congressional op-
position.

A problem the US cited when it withdrew from the
Kyoto Protocol is that the agreement exempted 80% of
the world from compliance--the developing countries
were excluded. The Bush administration also argued
that such substantial emissions cuts would negatively
impact the US economy.

Something that is not shouted from the rooftops is the
fact that very few countries are on target to meet their
Kyoto Protocol goals. Only three countries in the EU
are within striking distance.  Canada is so far over their
goals that they have almost given up. The argument
can be made that it was more honest not to sign be-
cause the goals would be hard to achieve instead of
signing and quietly not meeting the targets.

In the absence of strong direction provided by the
former Bush administration, state and local govern-
ments took on more responsibility to create a regulato-
ry environment to reduce greenhouse gas emissions
(GHG). Here are some examples: 1) California adopt-
ed a sweeping law in 2006 requiring reductions of about
25% in GHG emissions by 2020; 2) New York and nine
other Northeastern states are putting caps on power
plant emissions and developing a system to trade emis-
sions allowances; 3) five Midwestern states announced
a joint plan to reduce emissions; 4) city governments
such as San Francisco, Seattle, and New York have in-
troduced significant measures to roll back emissions.

In addition to state and local governments, businesses
are more willing to see the profit potential from licens-
ing and/or producing green friendly products. For ex-
ample, US investment firm Kleiner Perkins has invest-
ed $600 million in 45 green tech start-ups.  The com-
pany plans to invest in 40 more in 2009-10. Venture
capitalists invested more than $1.8 billion in clean en-

ergy companies in California in 2008. They poured
about $5 billion in green tech projects nationwide.
However, John Doerr, whose early investments helped
launch Google and Amazon, warns that the lack of lead-
ership in the past eight years has caused the US to fall
behind in the green tech revolution. He recently told
the US Congress that just six of the top 30 companies
in solar, wind and advanced batteries are American.  His
investment company's largest two investments are with
foreign firms, because their US counterparts did not
have the most advanced technology.

The credit crisis is also negatively impacting the march
to provide alternative energy solutions. While the pric-
es of such things as wind turbines and solar panels have
come down in the past year, companies are struggling
to find the money to finance wind or solar installations.
For example, there used to be 18 banks and financial
instructions willing to fund wind and solar farms. Now
there are only four. A wind developer, Renewable En-
ergy Systems Americas, projects it will only built 50%
as many wind installations this year as in 2008 due to
the credit crunch.

Another way of looking at the issue of global warming
came to light in 2008.  Oilman T. Boone Pickens point-
ed out that we are sending $700 billion a year overseas
to buy oil from sometimes questionable governments,
supporting such regimes financially. He strengthened
the argument for  alternative energy sources by adding
a new facet to the economic incentives to do so.

While the official position of the former Bush admin-
istration was a retreat from mandatory reductions in
GHG emissions, several laws were signed by the former
president to provide incentives to businesses to build
non-GHG emission plants. Two of the bills provide
incentives mainly for new nuclear power plants, Nu-
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clear Power 2010 Program and the Energy Policy Act.

No new nuclear power plants have been built in the US
for 20 years. The plants are not cost effective to build.
They cost 60% more to construct than a coal or natural
gas plant. Several plants were cancelled in the 1980s
due to a strong activist anti-nuclear movement in the
US. However, due to global warming, there is renewed
interest in nuclear power. Such plants have the advan-
tage of not needing to burn fossil fuels to operate. With
the incentives provided in the Nuclear Power 2010 Pro-
gram, two new applications for nuclear power plants
were accepted in 2007.

The question that has to be asked of nuclear power is,
are we substituting short-term advantages for long-term
problems? Nuclear energy requires the storage of ra-
dioactive waste for thousands of years. No nuclear pow-
er country has yet been able to open a long-term stor-
age facility. Many predict that the US storage facility
in Yucca Mountain, Nevada will never open. Recog-
nized environmental leaders France and the UK have
been quietly polluting the English Channel with radio-
active runoff from their plutonium reprocessing plants.

H.R. 6, the Energy Independence and Security Act of
2007 (December 2007) was another new law to address
global warming. It increased the fuel economy stan-
dards for automobiles 40% by 2020. It was the first
required increase in 30 years. Prior to the 2008 bailout
of the US automobile companies, they were strongly
opposed to this law.

President Obama has strongly declared that Mr. Bush
did not go far enough to address global warming.  In
his second week in office, President Obama reversed
the environmental policies of the former Bush admin-
istration. He signed two executive orders concerning
greenhouse-gas emissions. One of the orders instruct-
ed the EPA to reconsider a ruling by the Bush adminis-
tration in 2008 that barred California from regulating
greenhouse gas emissions from cars. He has also ap-
pointed a respected negotiator for future discussions
on the Kyoto Protocol and subsequent international
agreements on global warming.

President Obama dubs his energy plan, “New Energy
for America” His plan will: 1) help create five million
new jobs in the US by strategically investing $150 bil-
lion over the next 10 years to aid private efforts to build
a clean energy future; 2) within 10 years, save more oil

than the US currently import from the Middle East and
Venezuela combined; 3) put one million plug-in hy-
brid cars -- cars that can get up to 150 miles per gallon
-- on the road by 2015; 4) ensure 10% of US electricity
comes from renewable sources by 2012, and 25% by
2025; 5) implement an economy-wide cap-and-trade
program to reduce greenhouse gas emissions 80% by
2050.

The US health care system consists of both public and
private facilities and services, including public and pri-
vate insurance systems to fund them. The US faces two
great challenges in health care. One is to make health
care services available to segments of the population
that have not been able to afford private insurance. The
other is to successfully fund services to an aging popu-
lation.

President Obama has made health care reform a prior-
ity for his administration.  He states that “on health
care reform, the American people are too often offered
two extremes -- government-run health care with high-
er taxes or letting the insurance companies operate with-
out rules…these extremes are wrong, and that's why
(he) proposes a plan that strengthens employer cover-
age, makes insurance companies accountable and en-
sures patient choice of doctor and care without govern-
ment interference.” The president has already signed a
health care law that will extend coverage to more chil-
dren.

While the new president's priority on health care is ad-
mirable, it is unclear if the economic recession will al-
low him to devote the time and resources to his goals.
Republicans and businesses alike are objecting to the
billions of dollars it would take to provide health cov-
erage for all Americans.

Another possible hitch was the withdrawal of former
senator Tom Daschle as his health and human services
secretary. The author of a book on health care reform,
Mr. Daschle would have spearheaded Mr. Obama's
health reform plan.

Currently, the US spends 15.2% of its GDP on heath-
related expenditures. About 55% is paid from private
sources. Most funding for public spending comes from
payroll taxes shared by both employers and employees
or from taxes on the self-employed. Limited govern-
ment programs exist for financing medical care for the
elderly or the indigent.
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GDP (trillion) $14.58
GDP Per Capita $48,000
GDP Growth Rate 1.4%
Unemployment 5.7%
Inflation Rate 4.2%
Exports (trillion) $1.4
Imports (trillion) $2.19
External Debt (trillion) $12.25

United States: Economics

Economy

The inequity in access to basic health care services is
reflected in infant mortality rates. The rate for the US
as a whole is about 7 per 1,000. The rate for African-
Americans is over 14 per 1,000. A similar discrepancy
exists for all basic health indicators.

The average life expectancy for the overall population
is 78 years. The incidence of HIV/AIDS among the
adult population is 6 per 1,000. The incidence of tuber-
culosis is 4.3 per 100,000.

The US has the world's largest and most techno-
logically advanced economy in the world. Un-
til the current financial crisis, individuals and

business firms made most of the economic decisions
instead of the federal government. This gives businesses
far more freedom and flexibility than in most coun-
tries. However, we have seen recently that under-regu-
lation can have a tremendous downside.

The rise in computers and technology of the past 30
years has created a “two-tier” labor market. Many low-
skilled jobs that could be exported to other countries
have made that transition. Thus Americans that lack
education and professional skills will fall further be-
hind in pay raises, health insurance coverage, and oth-
er benefits. Since 1975, practically all the gains in
household income have gone to the top 20% of house-
holds. This means that the gap between rich and poor
is widening in the US, just as it is in many other coun-
tries. One of President Obama's goals is to make sure
the great wealth this country generates is shared on a
more equal basis.

Long-term problems with the American economy in-
clude inadequate investment in infrastructure, rapidly
rising medical and pension costs of an aging popula-
tion, and sizable trade and budget deficits. On the pos-
itive side, the US has been experiencing large gains in
productivity and the unemployment rate, while rising
in 2008-09, averages a lower rate than most EU coun-
tries.

According to the Bureau of Economic Research, the
US officially entered a recession in December 2007.
This announcement was based on job losses and other
factors. As of December 2008, the GDP shrank 3.5%
in the fourth quarter. Big-ticket items like cars, furni-
ture, and appliances suffered a whopping 22.7% de-
cline.

The problem began in 2006 with a housing market
downturn. This created a domino effect, causing mort-
gage lenders to fail and a lack of available credit spread
across many industries.  As homes started to decline in
value, consumers began to curtail their spending. As
consumers cut back on purchases, companies stopped
producing as many goods. With less production, work-
ers were laid off. As US citizens lost jobs, more of them
struggled to make their mortgage payments. Mortgage
default rates rose, adding to the existing credit woes.
Finally in the fall of 2008, banks and a few other hous-
ing-related companies began to fail. So that they did
not drag down the rest of the economy, the US Con-
gress approved a $700 billion bailout for ailing finan-
cial firms. This is the biggest intervention in the mar-
kets since the Great Depression of the 1930's. Some
banks have been absorbed by banks that were not as
exposed to the housing meltdown. Others have taken
loans from the federal government as part of the bail-
out. While most economists agree intervention was
needed, this has compromised the independence of the
US banking system. The US has had one of the most
free market economic systems in the world for the past
20 years. Tighter regulation is almost inevitable.

Due to the problem with the availability of credit, it is
projected that the US economy will not begin to show
a recovery until mid or late 2009. Even when it recov-
ers, it is expected to take one-three years for the econ-
omy to show anything but weak growth. One bright
spot is that the number of home sales grew 6.5% in
November and December of 2008. It is assumed this
was due to people picking up bargain-priced proper-
ties.
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When private demand is collapsing, the government be-
comes the spender of last resort. The bailout has flood-
ed the credit markets with money, but banks still are
not lending. This is partly because the worth of the as-
sets they hold (properties) has declined to the point that
the net worth of the banks has fallen to levels that makes
it unsafe for them to lend. At this point, the bailout
money is only keeping them from failing altogether.
Unfortunately, most experts believe that another round
of bailouts will be necessary soon for US financial in-
stitutions. Any additional sum will be added to the grow-
ing budget deficit.

Companies that take bailout money are required to pay
the money back eventually, with interest, once the econ-
omy recovers. But if a company fails, the government
may regain a percentage of loaned funds or none at all.
So the bailout creates an inherent risk for the US tax-
payers.

To further jumpstart the economy, it is expected that
the US government will pass an $800-$900 billion stim-
ulus plan in February 2009. Even though this will be
the largest stimulus in history, some experts are saying
that the plan is too small. The recession is likely to idle
almost $1 trillion of resources (buildings, equipment
and people) this year and next. But an $800 billion plan
will only fill 1/2 this hole. Another criticism is that the
bill was put together in a very partisan way. Republi-
cans contend that it is riddled with wasteful spending
and pork-barrel special interest payoffs. Spending on
infrastructure is a good way to stimulate an economy.
But the argument is that there is not enough infrastruc-
ture spending in the stimulus plan. Republicans would
also prefer to see more tax cuts. President Obama is
open to adding tax cuts as long as they specifically en-
courage spending.

The debate surrounding the stimulus plan is over what
type of funding, besides infrastructure, will create jobs.
This is a tempting opportunity for a new president to
build the new economic structures he envisions. It is
rare to have such a chance to spend such large sums of
money in one fell swoop. It is probably inevitable that
some projects high on president Obama's agenda will
be folded into the stimulus plan.

The credit problems that began with the US have spread
to many other countries. It is assumed that America's
trading partners will be negatively impacted by the US
recession. Countries like China and Japan, which rely

on exports to fuel their economies, will be impacted
the most, unless their citizens agree to buy more goods.
Many other countries are developing bank bailouts and
stimulus plans of their own.

Because of the size of its domestic economy, the US is
not as dependent on international trade for its econom-
ic prosperity as these other countries. Nevertheless, the
US is the world's foremost champion of reducing bar-
riers to international trade. American firms face higher
barriers to enter other country's markets than foreign
firms face entering US markets. “Buy-American” pro-
visions in the US stimulus plan drew howls of protests
internationally. Countries began to threaten to retaliate
by throwing up trade barriers for American imports.
American exporters are concerned about retaliation
against their exports. While President Obama agreed
to soften the exclusionary provisions, it is known that
other countries are quietly putting domestic-purchas-
ing requirements in their own stimulus plans.

America's trade deficit has been growing for many years
now. This will continue to happen as long as the US
imports more goods than it exports. The trade deficit
reached a staggering $847 billion in 2007.  However,
not all the news is negative. With the lower price of the
dollar, exports grew twice as fast as imports in 2007,
for the first time since 2005. In the last three months of
2007, growing exports and shrinking imports added
nearly a percentage point to the annual rate of GDP
growth.

The US is a member of such trade agreements as the
World Trade Organization (WTO) and the North Amer-
ican Free Trade Association (NAFTA). For many years
the former Bush administration tried to negotiate a free
trade zone throughout the Americas. The US would
benefit tremendously from the lifting of trade restric-
tions around the world because US multinational com-
panies are big enough and advanced enough to com-
pete successfully in foreign markets. However, many
Americans fear that international trade leads to job loss-
es in the US, especially in manufacturing, which can
often be done more cheaply abroad. Critics also com-
plain that it is not possible for American companies to
compete with developing countries that have less strin-
gent health and environmental standards than America
has. This conflict of interest has led to the US adopting
a dual free trade policy. On the one hand, the US sup-
ports free trade and the initiation of a new round of
global trade negotiations. On the other hand, the US
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still protects many of its domestic industries through
subsidies and tariffs on imports. One example of a pro-
tected domestic industry is the steel industry. The US
imposes tariffs of up to 30% on imported steel. This
has angered the international community. Complaints
have been filed at the WTO by other countries or groups
such as the EU, China, Mexico and Japan. So far these
rulings have been against the US. The US government
counters that other countries are dumping steel in the
US, by subsidizing it at home. This is threatening the
jobs of American steelworkers. Many also argue that
imported steel can be inferior in quality.  The quality of
steel in load-bearing structures such as bridges and high
rises is critical.  However, even American car compa-
nies are upset by the US government's position. They
contend that it has cost them an extra $3 billion since
2004.

Regarding the financing of its economy, up until 2006
the United States was able to raise much of the capital
it needed through its financial markets, they are the most
developed and dynamic in the world. But beginning
that year, a housing meltdown caused by upward inter-
est rate adjustments on subprime loans has infected the
US credit markets. Such interest rate adjustments can
quickly increase the mortgage rate on adjustable rate
loans, making them unaffordable. Subprime loans al-
ready carried a greater risk for both buyers and lend-
ers, for the buyers had blemished or unconventional
credit histories. Many feel that companies that collect
fees when a house is sold, from title companies to home
appraisers, were too eager to make the sale and failed
to use good business judgment when qualifying some-
time risky loan-to-income ratios for homeowners. The
counter argument is that the practice extended credit to
people who otherwise would not have access to the
credit market.

Only about 6% of home loans in the US are considered
subprime loans. About 20% of subprime loans are in
foreclosure or payments have fallen behind. While a
high number, this also means that 80% of subprime
homeowners are currently keeping up with their pay-
ments. In one interesting example from San Francisco,
some first time buyers were given an eight-hour train-
ing program on how to select a mortgage. Of those who
took the class, 100% avoided subprime loans. Current-
ly only one individual's home is in foreclosure who took
the training. So when provided with good information,
first-time home buyers are better able to judge the risks
of the home loans that are available.

Stock prices also fell, a downward spiral influenced by
the credit shortage. Stocks of the Dow Jones Industrial
average fell by 33.8% for the year 2008. In monetary
terms the Dow Jones Wilshire 5000 Index, which cov-
ers most US stocks, lost $6.9 trillion in capitalization
for 2008. Where did this money go? TrimTabs Invest-
ment Research reports that between 2003 and 2007,
the market value of all stocks traded worldwide grew
from about $20 trillion to $45 trillion. Only about $1.5
trillion in cash went into the market. Debt funded some
of the remaining increase. But most of the stock value
was “perceived” value, created by high demand. For
example, the iPhone has perceived value, so people are
willing to pay $100s more for it than a comparable
phone. With stocks, once people stop buying, demand
falls. When demand falls, perceived value, which only
exists on paper, evaporates.

Stable, liquid financial markets and banks play a vital
role in supporting the economy by making credit avail-
able to consumers and businesses. The flexibility of
the regulatory agencies is being tested by this crisis.
For example, the $700 financial bail-out package, while
necessary, tends to reward borrowers and lenders who
make poor economic decisions, US taxpayers will end
up paying for the poor or greedy decisions of a few.
And by bailing out the banks this time, this will en-
courage even riskier economic behavior in the future.

Another question is, what is happening to the people in
danger of losing their homes? The Center for Respon-
sible Lending points out that published results by Hope
Now-a consortium of mortgage lenders and investors
established to assist struggling homeowners-clearly
show that the foreclosure crisis continues to overwhelm
the industry's voluntary attempts to renegotiate unaf-
fordable home loans. Even worse, a recent study shows
that the voluntary loans modifications by lenders typi-
cally are increasing a borrower's principal debt, and
that many modifications are not even reducing month-
ly payments.

What everyone can agree on is that reforms are need-
ed. The US is still in the middle of this situation, and it
will take some time for the housing and credit markets
to recover, and for reforms to be identified and put in
place. Banks have already tightened their lending re-
quirements.

One bright spot is that Americans began to save more
money and reduce their debt in the later months of 2008.
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Military expense
as % of GDP (2005) 4.06%

Military expenditures
(millions) $370,700

Military expense
per capita $1,231.56

United States: Security
(Armed Forces)

Security
Savings rates increased from about 1% to 3.5%. Coun-
tries like China and Japan have individual savings rates
closer to 30%, which helps fuel their economies. The
dilemma for the US is that the more Americans save
their money, the less they have to spend to stimulate
the economy. The world has gotten used to an America
that promotes consumerism over savings. But it was a
form of consumerism gone wild. Americans not only
did not save their money, but they borrowed on their
assets to fuel their spending. When housing prices and
stock prices fell, such borrowing became their undo-
ing, and contributed to the overall economic meltdown.

For the first time ever, Americans reduced their house-
hold debt in 2008. The drop in the debt rate was 0.8%
for the July-September period. While some of the re-
duction can be contributed to caution on the part of
consumers, it was also due to the credit squeeze, which
made it harder for Americans to borrow money.

The final source of funding for the US economy is for-
eign direct investment. Under normal times, the US is
the world's largest receiver of FDI, both through its fi-
nancial markets and through direct investment by for-
eign individuals and organizations. As providers of for-
eign investment, US companies invest heavily over-
seas. They are a major source of foreign investment in
many Latin American economies. The US also provides
money and policy guidance to international lending
institutions such as the International Monetary Fund
and the World Bank. The US opposes the idea that de-
veloped countries must give large amounts of aid and
technology to developing countries. Instead, it advo-
cates economic reforms and good government in de-
veloping countries.

America had a large budget deficit in the 1980s but the
1990s saw several years of large budget surpluses that
were projected to continue for years. However, the slow-
ing economy, former President Bush's large tax cut, the
wars in Afghanistan and Iraq, and increased govern-
ment spending connected with 9/11 have meant a re-
turn to deficit spending. With the $700 billion bailout
and the $900 billion stimulus plan, the deficit will be
over $1 trillion for 2009. Many economists are con-
cerned that such large budget deficits will eventually
lower American's standard of living. The interest pay-
ments to pay down this debt will absorb much of the
US budget that could go for needed social programs.

Having emerged victorious from the Cold War,
the United States entered the 21st century as
the world's unrivaled military, economic, and

technological power. Former Secretary of State Made-
line Albright referred to the US, with some justifica-
tion, as “the essential country” in any diplomatic ini-
tiative.

America has troops stationed all over the world, from
Saudi Arabia to South Korea, from Germany to the is-
land of Diego Garcia in the Indian Ocean. It is one of
the world's seven acknowledged nuclear powers and,
with the demise of the Soviet Union, has by far the
world's largest and most advanced nuclear arsenal. As
a permanent member of the UN Security Council, it
has effective veto power over Council actions.

The United States faces formidable security challeng-
es now and in the coming decades. America's wide-
spread interests mean that it can be dragged into con-
flicts worldwide. There is growing resentment of its
power and policies by peoples around the globe. New
challenges, including the rise of China and the spread
of radical Islamic fundamentalism, provide American
policy makers with difficult and important decisions.
No other country equals America's wealth and power,
but the challenges facing it are vast and complex.

The United States played a leading role in the coalition
of countries that prevailed in WWII. Peace was short-
lived, however, and the US quickly found itself in a
“cold” war with its WWII ally, the Soviet Union. Ten-
sions centered on the division of Europe into Soviet
and America zones of influence. Eastern countries
formed the Warsaw Pact security alliance and most
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western ones joined the North Atlantic Treaty Organi-
zation (NATO).

Conflict was not limited to Europe, however, and Amer-
ica fought communist governments in Korea (1950-53)
and Vietnam (1963-75). The US also supported anti-
communist regimes around the world. These included
the Nationalist party in China (and then in Taiwan) and
governments in countries as diverse as Zaire (now the
Congo), Greece, the Philippines, Indonesia, and most
states in Latin America. This policy led to the support
of a number of authoritarian regimes and the occasion-
al use of CIA-backed revolts to replace regimes con-
sidered hostile to US interests.

The fall of the Berlin Wall in 1989 suggested that a
more peaceful era was at hand, but once again compli-
cations emerged. In the Persian Gulf War (1991), the
US led a broad coalition of countries in a major mili-
tary action to turn back Iraq's invasion of Kuwait. Lat-
er the US found itself militarily involved in the Bal-
kans, principally in the Kosovo campaign (1999). Amer-
ican foreign policy struggled in the 1990s to find a new
focus. During this period, America pushed for the fur-
ther eastward expansion of NATO and forged closer
security ties with Japan.

US foreign policy under former President Bush moved
toward a unilateralist (one-sided) approach to security
issues. This was reflected in his administration's plans
to proceed with missile defense and the scrapping of
the ABM Treaty with Russia. Also, the administration
has refused to seek ratification of international treaties
on the banning of land mines and biological and chem-
ical weapons.

The US relationship with Russia has become strained
over American plans to base missile defense shields in
Eastern Europe and the expansion of NATO into coun-
tries Russia thinks of as in its sphere of influence. The
country has threatened to aim missiles at Ukraine and
Georgia if they join NATO. To prove its point, the Rus-
sian government invaded Georgia in 2008. After three
weeks of international outcry, most of the Russian
troops withdrew. But the US and its allies remain wary
of Russian intentions in the former Soviet neighboring
states.

The events of 9/11 have had a dramatic and far-ranging
effect on American security policy. In the weeks and
months immediately following the World Trade Center

attacks, anti-terrorism became the central foreign pol-
icy focus of the former Bush administration. That pol-
icy led the US to mobilize allies, and in October 2001,
to militarily attack Afghanistan and the Taliban regime.
For several years the Taliban had harbored Osama Bin
Laden and the al Qaeda leadership and terrorist train-
ing camps. The most intense part of the war concluded
in a few weeks, but US forces in Afghanistan still con-
tinue in 2009 to search for and eliminate al Qaeda lead-
ership that escaped the initial attack. The US and its
allies helped to establish a democratic government in
Afghanistan. But the Taliban are making a comeback.
NATO is now in charge of military support in Afghan-
istan, while special forces from the US and a few allies
continue the hunt for al Qaeda and Osama Bin Laden.
President Obama plans to double the number of Amer-
ican troops in Afghanistan. Currently there are about
30,000 US troops in the country.

The former Bush administration adopted a new policy
of pre-emption when dealing with terrorism. This doc-
trine allows the US to act unilaterally, if need be, to
anticipate or prevent dangerous situations from spiral-
ing out of control. It provides justification for the US
to strike militarily any place in the world before actual
conflict occurs, when certain key conditions exist. Thus
in August 2002, the US applied this policy of pre-emp-
tion to Iraq. After the 1991 Gulf War, UN weapons
inspectors had searched for and destroyed Iraq's weap-
ons of mass destruction. Then Iraq successfully evict-
ed the UN team in 1998. The US government said that
Iraq had refused to comply with the UN terms of its
Gulf War surrender. Iraq did not disarm unilaterally
nor did it stop development of its weapons of mass
destruction. Thus the US submitted a proposal to the
UN seeking Security Council approval for a resolution
that would require Iraq to disarm, once and for all. The
resolution included the provision that “serious conse-
quences” (understood to mean military intervention)
would occur if Iraq failed to disarm voluntarily. Fol-
lowing extended debates in the world community, unan-
imous Security Council approval was obtained in No-
vember 2002 for Resolution 1441. It reinstated a weap-
ons inspection team to verify Iraq's compliance with
all previous resolutions to disarm.

From the moment 1441 was signed, there was disagree-
ment over the length of time Saddam Hussein would
be allowed to disarm. The US and its allies claimed
that Hussein had 12 years to demonstrate his coopera-
tion. They preferred a regime change to save the Iraqi
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people from further suffering under punishing econom-
ic sanctions imposed to pressure Hussein into comply-
ing with UN mandates. Instead of dealing with the
shortages, Hussein let his people starve as he built
marble palaces.

The US and the UK positioned weaponry and large
numbers of troops in the region. Frustrated but what
they perceived as stalling on the part of Saddam and a
lack of agreement in the Security Council, the US coa-
lition invaded Iraq in March 2003. The war was over
quickly, and a democratic Iraqi administration was
elected. But democracy did not quickly become the
grand idea that all Iraqis could embrace. Iraq is a coun-
try made up of ethnic and religious communities. Un-
der Saddam, the minority Sunnis were in control.  But
democracy is rule of the majority. With the majority
Shiites holding most of the elected power, the disen-
franchised Sunnis and the most radical Shiites began a
spiraling war of insurgency against each other and the
foreign invaders.

Al Qaeda began importing members to Iraq from all
over the Middle East to wage war against everyone. In
an attempt to prevent the problems in Iraq from spiral-
ing into a civil war, in January 2007, a “surge” of US
troops (about 22,000 strong) were brought into the “hot
spots” such as Baghdad. They were reassigned to cre-
ate small units in neighborhoods like police stations
instead of barricaded in large military bases outside of
town. Two other important changes were made: 1) rad-
ical Shiite cleric Muqtada al-Sadr agreed to a cease
fire and 2) while unplanned, Sunni tribesman, tired of
al Qaeda indiscriminately killing everyone, asked to
work with the US (The Awakening Councils).

The surge, the redeployments, and the work of the
Awakening Councils are credited with significant re-
ductions in violence in Iraq. In January 2009 Iraq held
peaceful elections for the first time. While US soldiers
deaths are down significantly, in total, more soldiers
have been killed in Iraq than the number of civilians
killed in the World Trade Center terrorist attack.

President Obama ran on the pledge to bring American
troops home from Iraq. Not wanting to be trumped by
an American President, the Iraqis passed their own dec-
laration to have the American troops out of Iraq by 2010.
While the Iraqi security forces are stronger and Iraqi
citizens are exhausted by war, bringing the US troops
home too quickly could reverse some of the gains made.

This could result in a disruption of oil exports and de-
stabilize the region.

While the US has been tied up with the war in Iraq,
there are two countries North Korea and Iran, which
have been busy pursuing nuclear programs with suspi-
cious intentions. North Korea engaged in nuclear black-
mail with the US and its neighbors in exchange for se-
curity guarantees and development aid for its impover-
ished country. After six years of discussion, in Febru-
ary 2007, North Korea agreed to freeze production of
plutonium and to allow the International Atomic Ener-
gy Agency inspectors back into the country.  In return,
the US, China, South Korea, and Russian agreed to pro-
vide about $400 million in food and fuel aid, plus secu-
rity guarantees.

Late in 2008, North Korea's leader Kim Jong II refused
to allow inspectors to take nuclear samples out of the
country. This froze the agreement and started a domino
effect. China reduced its food aid to the country and
South Korea refused to provide it free fertilizer.  North
Korea is struggling with food shortages, so these moves
will make its crop shortages worse. But the unpredict-
able Mr. Kim has extended an olive branch to Presi-
dent Obama.  In a New Year's message, he said he was
willing to work with countries that are friendly towards
North Korea and asked if a country representative could
attend Mr. Obama's inauguration.

As for Iran, in February 2003, the IAEA concluded that
Iran is accelerating a program to develop nuclear fuel
that can be used to develop nuclear weapons. The Ira-
nian government has stated it needs the program for
energy needs. Many find this reasoning puzzling since
Iran is one of the world's largest oil producing coun-
tries. The Security Council is on its third round of eco-
nomic sanctions on Iran.

The US war on terror has complicated relationships with
America's Muslim allies, including Egypt, Saudi Ara-
bia, and Indonesia. These countries face serious terror-
ist threats of their own from radical Islamic elements
in their societies. They need only look at the situation
in Pakistan to see what problems an overt partnership
with the US can cause. Former President Mushaarf's
willingness to work with the Americans to fight insur-
gents in his country was a contributing cause to his loss
of the Pakistani presidency.

President Obama has already extended an olive branch

United States
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to Muslims around the world. He has signed an execu-
tive order to reverse some of the abusive interrogation
tactics allowed by the Bush administration. Many feel
such tactics helped fuel terrorist recruitment against the
US. Mr. Obama has also announced that the prison at
Guantanamo Bay, Cuba will be closed within the next
12 months.

While the international situation is receiving lots of at-
tention, the US war on terror also has implications on
the domestic front. Air travel security has been greatly
tightened. The Department of Homeland Security was
established. The mission of DHS is to prevent terrorist
attacks within the United States, reduce America's vul-
nerability to terrorism, and minimize the damage from
potential attacks and natural disasters. Twenty-two pre-
viously separate domestic agencies have been merged
under DHS.

In order to increase the government's enforcement
mechanisms to identify, detain, and prosecute suspect-
ed terrorists, Congress passed a bill (dubbed the Patri-
ots Act) only a month after the September 11 terrorist
attacks. It has allowed the FBI to monitor hundreds of
young, mostly Muslim men in the US in the belief that

al Qaeda-trained terrorists remain in the country, await-
ing instructions for a possible terrorist attack. The in-
vestigations have lead to the arrest of individuals in
New York, Portland, Seattle, Chicago, and Detroit. This
would not have been possible without the enhanced
authority the Patriot Act allows. But a bill that would
have expanded the powers given to law-enforcement
officials, nicknamed Patriot Act II, was defeated. Many
already feel that the original Patriot Act can potentially
curtail individual freedoms and its lack of oversight
invites abuse. In this post-9/11 world, the question re-
mains how to protect the rights of all individuals while
attempting to prove or prevent terrorist activity.

The government believes it may have prevented sever-
al terrorist attacks since 2001. But a case of domestic
terrorism with a possible connection to 9/11 remains
unsolved. In Fall 2001, letters containing deadly an-
thrax spores were mailed to members of the media and
the government. The contaminated letters were traced
to a mailbox in New Jersey, but no arrests have been
made. In response, Congress has increased security
measures for its member's incoming mail. It has moved
its mail screening to an offsite location where the mail
undergoes additional testing.
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