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Like a Child in a Candy Store
Since the end of WWII, the United States military has been a standard by which the militaries of the world are measured.  Particularly following the collapse of the Soviet Union and the end of the Cold War, American armed forces have maintained a position as the dominant provider of force throughout the world.  Able to craft a significant response anywhere in the world within days, if not hours, of an incident, the United States military relies on high quality equipment and advanced martial technology to keep the friendly body count – and therefore the political cost – low.  However, this usage of highly capable weapon systems and advanced techniques is only made possible through the efforts of privately-owned companies interacting with the government to create, develop, and provide the necessary equipment and training for the Army, Navy, and Air Force.
  Commonly known as the “military-industrial complex”, the interaction of government and private contractors to provide military goods and services is a tempting target for those arguing for more or less governmental involvement in private industry.  Politicians point with accusing fingers toward the profit motive of the private producers, saying that the military would get better stuff for less money if the government wholly dominated the military industrial complex.  On the other hand, economic reformers of the libertarian persuasion argue precisely the opposite – get the government out of the research, development and production of military equipment, and possibly even privatize the military entirely.  The reality of the military-industrial complex, however, is far more complicated.  Neither wholly private nor public, the American military industrial complex draws from the best, and worst, of both sectors – inextricably mixing them together in a system that, while not perfect, must continually preserve this mixture or face failure in the expectations placed on it.

Just what is the military industrial complex?  Former president Dwight D. Eisenhower coined this term in his farewell address, using it as a handle to refer to the newly established armaments industry of the United States and its close ties with the government, especially the Department of Defense.  Today, the meaning is essentially the same.  Typically, the term “Military Industrial Complex” is used to denote the sector of the private economy that works closely with the Department of Defense to develop, research, deploy, and support weapons and other equipment for the nation’s armed forces.  Over time this interrelation of government and private corporations has evolved into a complicated web of influence, money, product specifications, political favors, patriotism, contracts, private initiative, and governmental red tape.  Yet, despite the complexity of the modern military industrial complex, benefits are still gained from the government’s utilization of private industry.  

The reality of the American arms industry has changed over its long and varied history.  Existing from the beginnings of the United States as a nation, military suppliers and arms producers have run the gamut of providing the United States military with unasked-for windfalls, fulfilling obligations as expected, and obtaining government money for services of dubious worth.  In the earliest days of the United States, the relationship between the government and those who supplied the military was very loose.  The Continental Congress, and the federal government that followed, simply published a requirement for an item and accepted bids from interested parties.  From the submitted bids the army would pick a supplier.  Change was slow with this system, as it was usually a struggle for a private producer to convince the government and the army that the benefits of making a change outweighed the costs and risks.  

In late 1800s, the U.S. government made its first excursion into attempting to produce military goods for itself, with the production of armored plate.  Inefficiency and costs sky rocketed at the government armor works, leaving no choice but to shut the plants down.  The disastrous results of this experiment reinforced the ideal that American production is best left in the hands of the individuals rather than the hands of the state.  The early 1900s saw active government sponsorship of military development.  The project was an airplane.  Fulton convinced the government that he could build a flying machine for military purposes, and the government supplied him with funding.  Despite significant federal monies and usage of the Smithsonian resources, Fulton’s aircraft never successfully took flight.  Whereas, with government funding and non-budgeted resources, Fulton failed, the Wright brothers were able to develop and build a successful powered aircraft.  The United States Army bought their first Wright Flyer in 1908.
  

From these first excursions into governmental sponsorship, the government’s interest in the realm of research and development steadily increased.  Prior to the twentieth century inventors typically did not try to develop military weapons as such.  Alexander Bell put it this way; “I am not ambitious to be known as the inventor of a weapon of destruction, but I must say that the problem, simply as a problem, fascinates me, and I find my thoughts taking more and more a practical form.”
  President Wilson, in 1915, started government sponsored, scientific, research into weaponry.
  Between World War One and World War Two the government started actively corroborating with private firms in the development of military equipment.  Shortly before World War Two the first competitions were held to build new aircraft (such as the B-10 and B-17), and contracts were awarded based on performance and ability to fulfill the government’s requirements.  During World War Two the government spent great amounts of resources on weapons development, most notably the atomic bomb, setting the stage for ever-increasing amounts of government funding.
  It was World War Two, and the massive conflict with the Warsaw Pact that followed, that President Eisenhower referred to in his farewell address of 1961:

Until the latest of our world conflicts, the United States had no armament industry.  American makers of plowshares could, with time and as required, make swords as well.  But now we can no longer risk emergency improvisation of national defense; we have been compelled to create a permanent armaments industry of vast proportions.

From the foundations laid during World War Two and the Cold War, this permanent American armaments industry became ever more intertwined with government.  In part this was due to the simple fact that armament producers relied on the government to purchase their goods, and were therefore required remain aware of the government’s wishes.  In a large part though, this ever-increasing entanglement was due to the phenomenal costs associated with research and development of military hardware.
  The rising costs of research were, in turn, caused by the technical revolution in military hardware at the end of World War Two.  Again, in the words of President Dwight D. Eisenhower;

Akin to, and largely responsible for, the sweeping changes in our military-industrial posture, has been the technological revolution during recent decades.  In this revolution, research has become central; it also becomes more formalized, complex, and costly.  A steadily increasing share is conducted for, by, or at the direction of, the Federal government.  Today, the solitary inventor, tinkering in his shop, has been over shadowed by task forces of scientists is laboratories and testing fields.  …  Partly because of the huge costs involved, a government contract becomes virtually a substitute for intellectual curiosity.

As World War Two came to an end, the United States military moved in a direction that would heavily influence the future structure of the military industrial complex.  The United States military began to focus primarily on weapons and techniques that would allow a relatively small number of U.S. soldiers to accomplish their mission objectives, even when greatly outnumbered.  This use of technology as a force multiplier would come to characterize the American armed forces.
  

Several factors heavily influenced the American desire to send technology to war instead of men.  Large among these looms December 7th, 1941 – the day that would live in infamy.
  The Imperial Japanese Navy unexpectedly struck the United States naval base, ships, and airfields at Peal Harbor, Hawaii, causing two thousand three hundred eighty-eight American casualties and crippling the U.S. Pacific Fleet.  Awakened to total war by the death of seamen in the flames of the USS Arizona, the United States fought World War Two with what it had – a superior industrial base able to rapidly produce relatively unsophisticated weapons.  After, and even in some cases during, World War Two, the American military determined to rely on technology whenever possible in a desire to avoid human error and provide the United States with battle-winning and war-winning ability without the high human costs traditionally associated with powerful national armies.
  The other factor influencing the American desire to send technology to war was a simple question of quantity.  Even at full mobilization for World War Two, the United States was massively out-produced by Soviet Russia.  With the free-market, private, structure of the American economy, it was not realistic to expect the American armament industry to keep pace with the Soviets during the Cold War, at least in terms of numbers.  Even today, American forces are expected to accomplish missions out of proportion to their size.  The only option when facing a numerically superior enemy is to utilize something that multiplies the abilities and effectiveness of American and allied forces, and that something is advanced technology weapons.
 
Of course, to equip a nation’s armed forces with highly capable and technically advanced weaponry requires that such weapons be invented, developed, and produced.  Doing just that is the business of the modern American military industrial complex.  Over the last one hundred years, the typical role of private firms in the realm of military activity has been to use government money to develop and produce systems and weapons for the military.  Private companies have developed a close interrelationship with the federal government in the last fifty years, leading to a process in which the Department of Defense takes stock of what it expects to need in the future and of the current state of advancement in the defense industry, then issues a request for proposals from several firms who have been deemed capable of fulfilling the contract.  Next, the contract is awarded, sometimes after a prototype competition between two competing firms.  A contract is not usually a direct buy, especially with larger items, but a commitment by the government to pay a particular firm to conduct research and development – with an eye toward an eventual buy and fulfillment of a government requirement.
  

Modern defense contractors, suppliers, and the armed services often have a strange, symbiotic, relationship with each other.  This symbiotic relationship applies to both the economic and political aspects of the military-industrial complex.  Private businesses working with the Department of Defense gain substantial sums of money in initial contracts, follow-up contracts, loans, and, when necessary, bailouts.
  Yet on the other hand, at times the defense contractors are left to deal with sudden withdrawal of funding and project cancellation.
  The availability of great, yet tenuous, sums of money gives rise to extraordinary efforts by defense contractors to influence the political process by which money is allocated and contracts awarded for military procurement.
  On the other side of the ballpark, the Department of Defense, and by extension the Army, Navy, and Air Force, relies economically on the private defense industry for the creation of new weapons and equipment to meet specifications set out by the services.  The available talent and profit motivation present in private contractors benefits the armed services by providing them with weapons production, quality, and creativity as only the free market could do.
  Yet, this same profit motive, when carried too far by unscrupulous individuals and combined with the specter of government largess, has at times resulted in poor quality control, production of a product with known faults, and intentional misstatement of product and service expenses.  Neither the government (i.e. Department of Defense) nor the private defense industry is completely happy with the other, and yet, throughout the history of the United States, and even more so today, cooperation between public and private within the military industrial complex is esential to achieve national military success.

As 
the government and the private defense industry work with each other, the enormous amount of money spent each year on military, research, development, and production, ensures that the allocation of that money is a highly charged political affair.  Congressmen jockey to find ways for their constituency to benefit from defense development monies.  The secretaries of the Army, Navy, and Air Force, along with the heads of influential committees in Congress, measure their own relative importance in terms of budget size.
  Senior lawmakers strive to bring money into their regions to benefit constituents and corporations in their districts.  In addition to the politicians’ and bureaucrats’ interest in the defense money, the degree to which actions of government – especially by the Department of Defense and Congress – influence both the amount of money spent on defense related production and the recipients of that money ensures that defense corporations are interested in lobbying lawmakers and Department of Defense decision-makers to promote each company’s projects and defense spending in the respective company’s field overall.  It is this last component of the politicization of military spending, the lobbying and political entrepreneurship of defense contractors, that some purport to have the greatest direct effect on the military industrial complex.  

No intelligent individual who cares to look into the matter would assert that the defense contractors do not engage in lobbying or that lobbying has no effect on the distribution of defense spending.  While the degree to which lobbying takes place depends largely on the size and cost of the project in question, (i.e. the contract for a new bomber will be much more vigorously contested and lobbied than a contract for mess kits) the simple fact remains that the great amounts of money floating around to be spent on military development and production creates a situation where virtually every defense supplier and researcher, but especially the major ones, consider influencing members of the political community a necessity of business.  

However, there is disagreement regarding to what extent, if at all, defense contractors drive the military development and purchasing market.  Some people are of the mind that large military contractors use lobbyists, political action groups, and think tanks in encouraging the government to spend more on the military than is necessary, in essence transforming the think tank from a political free-agent into a governmental relations extension of the corporation, funded by and taking orders from the parent corporation.
  
In reality, politics is all about compromise, and many compromises occur in the process of allocating the defense budget – the political entrepreneurship engaged in by the businesses signifies an effort to influence how favorable the compromises will be to each company.  Undoubtedly, lobbying does take place, though it is highly questionable whether the confluence of interest between some defense corporations (such as Lockheed-Martin) and some think tanks such as CATO, the Heritage Foundation, and the American Enterprise Institute is due to corporate control of the think tank.  Instead, is it not likely that the confluence of interest and objectives between some think tanks and some corporations is mutually and independently arrived at from two different directions – the corporations because they believe a particular program would help them out financially and the think tanks because they believe that such a program is necessary for the national defense and security of the United States?  For example, though all three of the above think tanks support development of missile defense capabilities
, their support of this issue is, like other issues supported by these organizations, based on a belief that the United States needs to be well equipped to defend itself against all manner of aggressors.




Another way in which political acuity benefits private military contractors is through the personal contacts of former bureaucrats or military personnel who are now a part of a corporation.  Privatized military firms, discussed in greater depth later, are often composed largely of ex-government personnel, leading to the government being increasingly comfortable with using these firms.  An influential member of government may also provide a significant advantage to a corporation after leaving their government position.  Following his stint as Secretary of Defense, Vice President Cheney held the position of CEO at Haliburton.  Regardless of whether or not he used his reputation and contacts in an unethical manner to create opportunities for Haliburton’s military service division, Brown and Root Services, it is indisputable that his familiarity with the Department of Defense and the contacts he had developed while in government assisted Halliburton in obtaining a $1.1 billion contract to support military operations in the Balkans.
  Under Cheney, Haliburton also grew to be the 22nd largest defense contractor with access to over $2.3 billion in government loans.


Finally, the political entrepreneurial aspects of the military industrial complex are not without allegations of usage of military monies for personal or corporate gain.  Though many of these allegations may, in reality, be driven by desires to attack or discredit the accused individuals or companies, some have at least a grain of truth behind them.  During the civil war, business contracted to supply the Union Army with food and clothing, at times, provided spoiled rations and cardboard trousers.  Helen Caldicott, in her book, The New Nuclear Danger, asserts that military contractors in the post-9/11 military spending climate have used the increased availability of military monies to inflate the importance and the cost of their respective products and programs.
  Also common are assertions that the highly political nature of the American military industrial complex results in unneeded weapons and equipment purchases through lobbying efforts and political favors.
  Finally, military equipment and the military industrial complex in general has been accused of creating its own demand, causing purchases where none were needed.



Despite the various inefficiencies and inflated costs that arise from the government and corporate involvement in the political aspect of the American military industrial complex, there are benefits to be found in the unique mixture of government control and private initiative.  In fact, it is this meshing of the two types of self interests that keeps both in check.  The corporations, which, despite their involvement in political entrepreneurship, retain significant ties to the American free market economy, continue to provide the government with a better product than the government could produce for itself.  Additionally, private corporations help restrain the governmental goose-chase after some of the more foolish and extreme ideas of the bureaucrats by refusing to submit bids, increasing prices to signify the high opportunity cost, and finding independent solutions.

The government, as the source of funding for the great majority of military research, serves the role of direction-setter for the efforts of the private industry.
  This is done by establishing force doctrine and issuing Requests for Proposals (RFPs), thereby giving the private military contractors a general target on which to focus their research.  One example is the Stryker Mobile Brigade, a concept developed by the Department of Defense, not the private industries.  Now, from that concept, private military contractors have created a slew of systems to flesh-out the government’s idea and the Stryker Brigades are poised to become an integral part of America’s strategic doctrine.  Another example is the current industry drive to develop more effective, cost-efficient, and battle-worthy unmanned aerial combat vehicles.  This drive came from the Army discovering, on the battlefields of Afghanistan, new uses for the decades-old idea of unmanned reconnaissance aircraft.  

The government also provides for regular, though not invulnerable to the political process, review of military projects to determine whether the system will be able to fulfill its objectives with reasonable cost and more effectively than any other feasible option.  Two recent demonstrations of this review process that resulted in the cancellation of a major project were the US Army’s Crusader self-propelled artillery gun and the Army’s RAH-66 Comanche reconnaissance/light attack helicopter.  Both systems had been under development for some time, and although the Department of Defense had spent billions of dollars on their development, it was determined that the changing nature of warfare had rendered both systems superfluous.  On February 23, 2004, acting Secretary of the Army Les Brownlee recommended canceling the Comanche development.
  Instead, the Army intends that the roughly $14 billion dedicated to the Comanche project between now and 2011 will go to modernizing the current helicopter fleet and buying a new recon bird, of lower attack capability, to fill the scout requirement until unmanned aerial vehicles can fill the helicopter-scout/light attack role.
  The Crusader was cancelled because the changing way in which the United States expects to fight battles has rendered such a large and heavy, albeit capable, artillery system as much a liability as an asset.

Eliminate either government or corporate involvement from the American military industrial complex and the political equation would be thrown completely off balance.  The incentives that drive politicians and corporations to attempt to manipulate the American military industrial complex monies for benefit would remain, and, though the military industrial complex would remain highly political, the remaining politicians or private corporations would operate without the mitigating, restraining, and beneficial factors brought by the current joint involvement of both government and private industry in the allocation of defense monies.  By no means is the current system perfect, but instead of removing either the government or private industry from direct involvement in the American military industrial complex, changes should come in a restructuring of the development and procurement process to modify incentives and reduce benefits to be gained by bureaucrats or corporations through manipulation of the political process.


Generally, the reason given for reform of the American military industrial complex is to control costs associated with the American military.  One idea that may be proposed in the quest for greater efficiency in the military industrial complex is to have private industries develop and produce military equipment on an as-needed basis, as opposed to the current system in which the Department of Defense authorizes for the necessary development and production to maintain our military capability at all times.  If development and production were undertaken on an as-needed basis, defense contractors would be forced to find a large part of their business in the civilian sector, most likely leading to increased efficiency as the corporations would be forced to compete for relatively more scare consumer dollars.  Only when danger threatens the United States or when our nation is called to war would the Department of Defense issue RFPs
 to the contractors and award contracts for the production of essential military goods.  This proposal harkens back to the mindset of the Spanish American War and the two World Wars, a time when the Atlantic and Pacific Oceans were significant barriers to those who would harm the United States, a time when we did not feel the political need to intervene around the world on behalf of foreign nations, people groups, and “democracy”.  A small peacetime army was the order of the day; and it was generally understood that time was needed to move our military from a peacetime to a wartime footing.  The oceans and the United States Navy were expected to allow the necessary time for the military to prepare for large-scale war, controlling damage to our nation’s interests until the economy could shift to a war footing and begin producing goods to expand the military.  Additionally, in that time military weapons and equipment were relatively simple, requiring relatively few resources and little time to develop, test, and put into service.  This simplicity is in great contrast to modern weapon systems development.  Though the incentive still exists in wartime to achieve great technological milestones, in recent wars (Vietnam through the present) only relatively minor systems have been both conceptualized and put into service within the span of one conflict.  Major systems, such as tanks, ship classes, and aircraft, take many years to develop, test, and put into service.  For example, the Air Force issued an RFP for an Advanced Tactical Fighter in 1981.  Twenty-three years later, the F/A-22 Raptor prepares to begin entering squadron service next year.  


Warfare today moves so fast that even the human brain reacts much too slowly on the battlefield to recognize a situation, assess the proper action, and take that action within an appropriate time frame.  National armed forces can no longer afford the luxury of assessing a situation before deciding to what extent they must mobilize and what weapon systems must be developed.  Instead, in many cases, the level of military power maintained by a nation in times of peace is the level of force that will be available in times of war.  The modern free-market economy can and does react rapidly to increased demand for military goods by the armed forces, but the simple fact is that warfare moves exponentially faster than ever before, creating a potentially disastrous gap between the need for military force and the supply of said force due to the lag time inherent to a dramatic increase in production of ammunition and equipment by the government and military industrial complex.


Therefore, the only practical way for a nation to safely reduce the size and cost of its armed forces by reducing combat power is to also reduce the expectations placed on the military.  This might entail a change in foreign policy to reduce overseas interventions, structuring alliances to provide mutual aid, increased diplomatic action to reduce the risk of major war, or any of several other options.  A military that is only expected to defend the physical borders of a nation will have vastly different force requirements than a military expected to project military power overseas as a method of national diplomacy.  Taking the continuation of the current expectations placed on the armed forces of the United States as a given, it is politically and strategically not an option to reduce the cost and size of the American armed forces by reducing their fighting power.  However, other options to reduce cost, and even size, exist.  

Reducing 
the cost of the military may also be accomplished through changing the economic structure of how the American military industrial complex develops and produces military equipment.  Economically, the American military industrial complex is a two-faced beast.  One face is composed of the free-market inspired corporations that produce all military goods and perform the majority of research and development.  The second face is the involvement of government in the military industrial complex; allocating money for military development and production, issuing requirements, holding contract competitions, setting general direction of research, awarding contracts, and of course, being the ultimate, and usually exclusive, consumer of military goods.  The economic side of the American military industrial complex, like the political, draws both helpful and detrimental elements from both governmental and corporate involvement in military production.   

One of the major strengths of the American military industrial complex is the American economy in general.  Due to its basis on a free market system of economic exchange that generally rewards efficiency and initiative, the American economy has developed a culture of innovation, high productivity, and efficiency.  As this mindset has carried over into military development and production it has evolved into a factor known as “Yankee ingenuity”.
  Yankee ingenuity manifests itself as the peculiar spark of out-of-the box creativity that insists on modifying and adapting existing resources and equipment to perform a particular mission or, alternately, as the competitive idea of “I can do this (build this/perform this task) better”.  This second manifestation of Yankee ingenuity is the willingness to experiment on an independent basis, leading to systems such as the AIM-9 Sidewinder series of missiles, the Paveway laser guided bomb series, and many other independent advances made by private industry apart from government requirements.  Other than fostering the general spirit of “Yankee ingenuity”, the relatively free and open structure of the American economy serves to keep defense contractors accountable for their production practices and pricing.  Though established defense contractors have significant advantages,
 they must maintain some level of competitiveness and efficiency in order to prevent their market share from being seriously eroded by new entrants into the defense industry.  If those producers currently supplying the United States military price production too highly, new producers will enter as potential benefit derived from entering exceeds the entrance costs, ideally driving prices of military goods down again.  

There are many advantages that go along with the identity of the production segment of the American military industrial complex as private.  First of all, through history — and especially American history, when given a comparison between government and private production of a good or service, private production is always more efficient and of higher quality.  Efficiency of private enterprise ultimately stems from the simple fact that, unlike the government bureaucrat who achieves success as measured by the size of his bureau and budget, the corporate executive or owner achieves success by getting more accomplished with fewer resources than his competitors.  Basic political-economic theory informs the reader that with their respective incentives the government bureaucrat will naturally tend, whatever his intentions, toward an increasing need for resources and less efficiency, while the private industrialist will tend toward methods of greater efficiency that allow him greater output (and therefore revenue) with decreased factor costs.  

The rapid adaptability of private firms in general is another advantage of private involvement in the AMIC.  Adaptability and flexibility are necessary to handle the, sometimes frequent, changes of government requirements for new systems.  Governmental bureaus and facilities historically have many regulations and procedures that unintentionally prohibit rapid adjustments in technique or output in the real-world marketplace.  Private producers have no such limitations, allowing them to change production methods, product details, and even the entire product, as necessary.  

Finally, private firms have, in the past, proven to be responsive to desires in the civilian marketplace as well as those of the American military, leading to beneficial transfers of technology and knowledge both ways.
  An example of this would be the great strides that were made in aircraft development and aircraft engine technology in the years between World War One and World War Two.  The public had caught the fever of flight, inspiring many air races – the more prestigious of which drove aircraft designers and engine builders to push the limits of technology. 
  During the Battle of Britain, Great Britain relied on an aircraft that owed both airframe and engine to the Schneider speed trophy – the Supermarine Spitfire.  However, despite the strength of the advantages held by private firms,  these advantages are partially offset by the peculiar intertwining of the private sector and the government in the military industrial complex.  


From an economic standpoint, the basic economic model that most closely matches the normal situation in the American military industrial complex is the monopsony model.  Just as occurs in the military industrial complex, the monopsony model applies to markets in which relatively few consumers (the government in this case) are supplied with goods and services by some larger number of producers.
  Generally, economic theory holds that the effect of the monopsony is that fewer goods will be produced at a price somewhere below the optimal equilibrium price.  This occurs because the consumer(s) have market power, defined as the ability to influence prices, and in this case have the ability to set the more numerous producers against each other to drive prices down.  Due to the lower prices, the producers are unwilling to produce as high a quantity as if they were receiving optimum equilibrium prices.  From this theory, it could easily be asserted that one way to lower prices on military equipment would be to have more producers in the market!  The problem with this idea is that to have more producers available, those producers have to believe that it is worthwhile to get involved in the defense market.  In other words, it must be perceived by potential entrants that government contracts and spending sufficient to cover their entry costs and provide some profit will be obtainable.  In the real world, a balance must be achieved between the tendency of a monopsony market to decrease prices as the number of suppliers increases, and the simple fact that the government can not, and certainly should not, support a plethora of firms that are not currently under contract.  Additionally, due to the market power held by the consumer(s) in a monopsony, they, in this case the government, is able to set requirements and regulations on the defense industry with near impunity
.


In addition to being unique as the only consumer, the government is unique as pretty much the only consumer that values capability above all other considerations.
  Both good and bad, the government’s willingness to pay greatly for highly capable systems encourages inventors to develop the best – but on the other hand, the money spent by the government also encourages waste.  As part of desiring the highest capability equipment, the government can impose stringent standards and regulations on military contractors, but this makes entry into the military production market difficult.
  These things that make the Department of Defense unique as a customer create some fundamental differences between the military and the civilian market, sometimes leading to difficulty as military contract firms try to move into the consumer market.
 
Although a large factor in the strength of the American economy in general is the relative “hands off” approach of government when compared to other nations, the efficiency of the American military industrial complex is unfortunately degraded – and their productivity and cost-effectiveness decreased – by the peculiar relationship the defense contractors have with the federal government.  These effects are particularly apparent in the larger defense firms, though all military contractors are affected to some greater or lesser degree.  The amount of government money and the way in which it is apportioned affects firms through creating a sense of dependence on a constant cash flow from the government – directly related to the decreased willingness and drive of these private contractors to operate as truly private sector firms.  Additionally, those industries and firms showered with government contracts are in some sense sheltered from harsh competition, are allowed to grow artificially large (and therefore often allow themselves to experience a greater occurrence of the “x-inefficiency”), and, being secure in their defense contracts, experience decreased incentives to innovate.

Very few facets of the debate surrounding the AMIC can be classified under a single heading.  Many are political in cause and substance, but economic in effect.  One of such facets is the effect, both desired and real, of the enormous amount of government money available to government contractors.  A second deals with the peculiar relationship, in the American free-market system, existing between government support of certain industries (including propping up “strategic” industries) and the comparative advantages those companies and industries therefore may or may not have.  

One possibly beneficial effect of the great amounts of government money spent on defense is that tremendous incentives are created for companies to develop reasons for the government to spend money on them.  Companies compete fiercely to gain a quantitative product advantage, an efficiency advantage, an innovation advantage, or any other advantage that will allow them to get to secure the government contract.  Unfortunately, also because of the great amounts of federal money available, companies often find it easier and more profitable to spend resources maneuvering their firm into a better position, politically, than to spend resources developing products or methods independently of government commitment, leading to a form of rent-seeking as companies spend resources to gain government monies and contracts.  Though closely resembling pure rent-seeking, this situation is not true rent-seeking because instead of monies being spent to gain handouts from the government, monies are being spent by defense contractors to persuade Congress and the Department of Defense to set up contracts for specific companies to capitalize on.  In other words, instead of using resources to gain government grants or special provision under law, companies use resources to persuade the government, through various means, to buy their product.  In many ways, this can be compared to advertising – only directed at one particular customer.  Indeed, an extremely fine line exists between defense lobbying and rent-seeking. 

The available government money also decreases incentives for manufacturers to focus development resources on the most promising/needed projects.  Instead, the way in which government money is made available encourages steady advancement along predictable vectors.  In turn, this establishment preference toward accepted types of research influences the technology that will find its way from the military workshops to the civilian shelves.
  

The peculiar relationship between the government and the private military-industrial complex has interacted strongly with the economic, political, and military structures of the United States.  Ann Markusen and Joel Yudken argue in Dismantling the Cold War Economy that money spent by the Department of Defense in the areas of aeronautics, computers, and electronics resulted in a de facto economic policy as those industries were able to gain comparative advantages over other industries within the United States and the industries of other nations.
  Additionally, due to the market power available to the US government as practically the sole consumer of military hardware, the Department of Defense was, and is, able to exercise significant control over the direction and objectives of research and development in these fields.
  As these “favored industries” are helped through lean years by the government contracts and loans, the industries are able to begin marketing portions of what was developed for the military on the civilian market, leading to rapid advances for civilian America in aviation, computers, and electronics.
  Ann Markusen and Joel Yudken go on to argue that it is high time for the government to start throwing money at other industries
 – an argument that erroneously assumes that government money is inherently good for any industry – but what they say about the defense industry is, at least in part, plausible.  

It is certainly true that those companies holding consistent and long-term contracts or loans (or a continuous series of contracts) from the United States government do have a comparative advantage over firms not holding such contracts in the short run.  However, from an economic viewpoint, and contrary to what Markusen and Yudken claim, these government funds are not healthy for the corporation or industry in the long run.  Once government contracts have been awarded, there exists little incentive to pursue any innovation in regards to production methods, often leaving the company at a disadvantage outside of or after the government contracts.
  Additionally, the very fact that government contracts may save a company from bankruptcy or difficulty leads to a softening of the efficiency of the company by relieving the need to stay “sharp” and competitive.
  This is the “X-inefficiency”.  

Economists use the term “X-inefficiency” to refer to the tendency of a firm, according to human nature, to get “lazy” whenever possible.  The result is a definite, but non-specific, increase in the marginal cost of production.  Free market competition prevents the X-inefficiency from growing too rapidly or too large when serving private consumers by forcing firms to produce very close to the wire to stay competitive.  In the defense industry the government often has a vested interest in making sure a particular company remains viable, regardless of cost, once a major contract has been awarded.  This results in firms putting together relatively lean initial contracts (though tacit collusion may occur amongst producers to mutually raise prices in the contract phase), but allowing costs and prices to rise on follow-up contracts.  

 
Though potential exists for greater efficiency in military development, production, and implementation through the private sector, this is partially counterbalanced by the tendency of the government to rely on one particular provider once the original contract is awarded.
  With the awarding of the original contract, the original contractor immediately becomes the primary source of maintenance expertise and the best possible provider of system upgrades and follow-ups.  In essence, the government has a cost incentive to award all follow-up contracts to the original contract recipient because for the government to bring a new contractor up-to-speed on the particular project or system would cost a significant amount of money.  Therefore the original contractor, economically speaking, has the incentive and ability to raise prices on subsequent contracts until just below the point where the increase on the contract prices equals the cost of bringing another contractor up to speed.  The tendency of prices to rise throughout a series of contracts is a natural function of the profit motive within a firm.

Efficiency advantages of private industry dealing with the military are also offset by contracts of the “cost-plus” type.  Cost-plus is a type of contract that guarantees a certain percentage of profit to the producing firm regardless of research, development, and production cost.  Of course, economically, contracts of the cost-plus type do absolutely nothing to encourage defense contractors to maintain efficiency and cost-effectiveness.
  In fact, cost-plus contracts encourage contractors to become lax and inefficient.
  However, without cost-plus contracts it may be difficult to induce companies to commit to research and development for new weapons and weapons systems, which are often subject to changing requirements and expectations by the government, thereby increasing costs far beyond original estimates as additional capabilities are expected and additional development costs are incurred.  The only real alternatives to cost-plus contracts are fixed-sum contracts.  However, for fixed-sum contracts to work the government would have to commit to a fixed “wish list” at the time of contract – in essence buying “off the shelf”.  This, in turn, would necessitate drastic changes in the expected capabilities of the American armed forces.  


Currently there exist two primary ways in which the Department of Defense purchases equipment for the military.  By far the majority of goods and equipment purchases take place after a service issues specifications for a good.  Producers than assemble proposals in response to a government request for proposals and compete for the government production contract.  In the case of large systems, such as aircraft, competition for contracts may take place in several phases designed to make sure that the government is getting the best aircraft for the designated mission and that the producing firm will be able to support the aircraft or other system as necessary.  Money is typically not an object for large projects, as the United States military’s interest in sending advanced weapons into combat instead of soldiers translates into the establishment of capability as more highly desired than cost-effectiveness.
  Typically, cost-effectiveness only becomes an issue to the branches of the military when the cost of a project or system brings several projects into conflict over budgetary resources.  

One perfect example of the usual process by which large military contracts are awarded is the story of the Advanced Tactical Fighter, most recently known as the F/A-22 Raptor.  In the late 1970s the Department of Defense decided that a follow-up would be needed for the F-15 Eagle, as that time the top fighter in the Air Force and, arguably, the world.  A request for proposals was issued in 1981 for an aircraft known only as the Advanced Tactical Fighter.  The major specified features were; supersonic travel without out the use of afterburners, low observable characteristics, and high air-combat maneuverability.  From the proposals, the Department of Defense decided to fund prototypes of the aircraft designed by Northrop and Lockheed.  After an extensive, and expensive, series of flight tests in which each of the two major competitors each built and flew two aircraft, the Air Force selected the YF-22, designed and built by the Lockheed team, as the next generation air-superiority fighter for the United States.  Having progressed through the various stages of flight-testing and developmental refining, the F/A-22 is now poised to begin entering operational service in 2005.  Despite concerns over the expense of this aircraft and the questionable necessity for such an advanced fighter, it is a highly capable aircraft – well able to maintain air-dominance in any possible theater of operations.  However, this capability comes at a price – it has taken the government 24 years and 28.7 billion dollars to shepherd this aircraft through the design process.
  

Unfortunately, the large amount of money spent on development by the government does nothing to ensure that the system under development will ever see action.  In the long years that elapse between the initial governmental RFP and the time when a system finally enters service the political climate may change, removing the support from a particular system, or the military climate may change as the tactical and strategic doctrine of the US armed forces evolves over time and with changes of the enemies and challenges that are expected.  

The B-1 Lancer bomber is a prime example of the torturous route undergone by major military projects still in the development phase.  Begun as a replacement for the venerable B-52 Stratofortress, designed to penetrate Soviet air defenses and deliver nuclear weapons, the B-1 was cancelled by President Carter in favor of putting more money toward the intercontinental ballistic missile program.  Additionally, at the time of cancellation it was believed by the military that the increased capability of surface-to-air missiles rendered manned bombers obsolete.  President Reagan reinstated the Lancer program in 1981, now designated as the B-1B, to provide the Air Force with a low-level, long-range, strike capability.  This required not only that the development on the Lancer be restarted after being completely shut down, but also required a costly redesign of the Lancer from a bomber designed for high speed, high altitude operation, to a bomber designed for low level penetration.  Though the B-1B Lancer entered service in 1986 as a highly capable multi-role bomber, its development was unnecessarily costly due to the convoluted development process it underwent.  


The second way that the military acquires new systems ensures that government money is not used on projects that will never see the light of day.  This second way is when an individual or company develops a new system or weapon, applies it to a need at hand, and persuades the military to buy it.  Private firms have a record of unique innovations, stuff that the government just doesn’t think up.  Yankee ingenuity, discussed above, is at its best when free to experiment, problem-solve, and create.  Instead of the Department of Defense footing the development bill, politicians getting involved in the birth of the system, and the inventor being subject to the governmental requirements before the fact, the creator is free to pursue any idea he wishes, to whatever extent he is able, and then to sell either his idea or the finished product to the government.  Weapons developed in this way are, historically, more trouble-free and cost effective in all stages of development and use than those sponsored by the government.  One example of this independent Yankee ingenuity in the private industry is the invention of a rifling-canceling device, allowing main-gun rounds designed for smoothbore cannon to be fired from rifled British tank cannon.  This device was created on-the-fly by a team at the field trials to select the next gun for the US main battle tank.
  However, the flagship example 
of independent weapons development is the AIM-9 Sidewinder series of air-to-air missiles. 


It has always been, and remains, a fact of military development that the government does not always know what it really wants or the best way to get there.  Case in point is the Sparrow air-to-air missile.  Considered the height of technological advancement when put into service in 1959, the Sparrow was a great disappointment.  Plagued with technical complexities and unreliability, many of the Sparrow missiles fired in Vietnam malfunctioned on the aircraft and less than ten percent hit their intended target.
  Simply put, the Sparrow was too complicated for the electronics equipment of the time and required too much of the pilots.  Observing the difficulties with the Sparrow system, William Burdette McLean determined to create a simpler missile based on the independently developed infrared seeker head.
  This was done in the relatively small environment of the Naval Research Labs, funded by the government, but working off the scraps of larger development projects.  The Sidewinder air-to-air missile was developed as a small, simple, weapon that would last the rigors of storage and usage in the battlefield environment.  As such it was highly effective, convincing both the Navy and the Air Force to purchase and support a weapons system that neither had developed in the first place.
  Although the work on the missile itself was done in a government laboratory, the development of the missile was fully in the hands of individual and independent initiative – precisely the kind of creation that takes place in private industry.  


Regardless of how a production contract is initially awarded – whether as the result of a government initiated competition or through the development of an excellent system with private initiative – once the primary contract is awarded all the above-discussed incentives and factors regarding follow-up contracts apply.  As the follow-up contracts become reality, the weapon system becomes fully part of Defense Department development and purchasing, and the benefits of private developmental initiative become relatively smaller.  

General human tendencies to become less efficient when they can get away with it, coupled with the few supplier-one buyer relationship, the profit motive which may cause contractors to deal unethically with the government, the amount of government money available, and the fact that the US military considers quality above all other considerations, partially cancels out the positive effects of utilizing private firms.  The result is a system that is better than if purely government, but significantly worse, economically, than if purely private.  So, in light of the negative effects of governmental involvement in the military development and production process, why can’t a system be developed by which private industry controls and takes all responsibility for the development and production of military equipment until it is delivered to the military?  If no official requirements were issued or contracts awarded before production, the economic situation would likely improve but the Department of Defense would still hold significant influence over the development and production of military goods simply because they hold the purse strings, are the only consumer of such services, and therefore are able to influence significant market power.  Just as much lobbying would take place, and firms would be even more interested in finding out exactly what the military would be willing to buy or in influencing the purchases of the Department of Defense through the various forms of political entrepreneurship.  One way to separate the government from the development and production process entirely would be to fully privatize the military itself, or at least to privatize its functions.  In this case the government would merely purchase military services, and the not the military goods to perform those services itself.  
Despite the many benefits of private industry it must not be assumed that the American military industrial complex would be best served or made more efficient by completely privatizing development and production.  As with the political side of the military industrial complex, both the government and private industry play important roles in the development and production of weapons and equipment for the United States military.  Many arguments regarding the political consequences of either the government or private industry having full control of development and production in the American military industrial complex may be applied with only slight modifications to the economic consequences.


Full governmental control of the American military industrial complex would, frankly, be a disaster.  Although government has a great amount of influence on the military industrial complex at this time due to their position as the sole buyer, the current structure does allow private industry to operate mostly under their own production methods.  It is primarily these private production methods that allow the military industrial complex to operate efficiently at all through competitive hiring, more rapid acceptance of innovation, and the greater expectations placed upon private personnel.  Additionally, despite the many factors that degrade the influence of the profit motive on decreases of production-costs, private producers still generally bear in mind that they will probably have to face a private consumer market some day, a market that will care about how much it spends for a certain level of quality.  Private military contractors also provide real-time knowledge to the government about what is worth developing and producing or not through the use of the price system.  If all development and production were controlled and performed by the government, no one would ever have a good grasp of the costs involved in the actual production and development.  Throughout American history the government, federal and state, has had a bad track record of efficiency in government owned and operated industries or production facilities.


However, despite the fact that the private sector is the most economical route toward military development and production, it is not an option, economically, to fully privatize the American military industrial complex.  First of all, as was briefly discussed above, it would be extremely difficult, as long as the government controls the deployment and utilization of the armed forces, to completely insulate the military developers and producers from “playing up” to whatever the armed forces were seen or believed to need.  The process of awarding contracts is certainly not a true market process even at this time, and it is doubtful if a monopsony model in which the consumer has basically unlimited cash could ever behave fully like the free market, in part because the government decides from proposals which companies will actually get to build a prototype of a larger system.  Political entrepreneurship also plays, and would play, a major role in the American military industrial complex, whether under the current system or under a system of complete private control.  The follow-up contract system further distorts the market process.  Additionally, the government sets the direction for major projects to take.  Despite their role as part of the cumbersome and very costly military contract system, requests for proposals do play the important role of allowing the government to sort out the proposals that will obviously not meet the needs of the military before economic resources are spent constructing prototypes.  

Furthermore, government review and cancellation of a project that no longer will be of value to the armed forces provides a measure of protection against economic resources being spent to develop a project that will merely provide redundant capability or, even worse, has become fully useless to the US military as tactical and strategic doctrine evolves.  An example of this was the Crusader self-propelled howitzer.  The Crusader was to be an incredible weapon.  Weighing in at about 70 tons for the gun vehicle and ammunition vehicle, the Crusader was capable of firing up to seven shells along trajectories such that all seven rounds would impact within a few feet of each other at the same time.  For all its capability the Crusader was cancelled in late 2003 as the Department of Defense determined that such a large, albeit capable, system was not needed for the wars and conflicts expected in America’s future.  In fact, with the new emphasis on mobility, the Crusader had become more of a liability as bridges would have to be strengthened and special provisions made to allow the Crusader to move around on the battlefield.  
Now, in a system that is more private, but still a mixture between government and private industry, the government could have told the developer that the system would not be bought, but in a purely private military industrial complex the army may have ended up with a SPA that, though excellent, was far more “gun” than they needed.

Lastly, despite the American drive to develop new and better “stuff”, it is highly likely that, if left fully to their own devices without any guidance from the Department of Defense, the private would develop highly efficient systems that are not quite as technically advanced as the United States military has been accustomed to.  The development of relatively lower capability weapons in comparison with the rest of the world would, in turn, necessitate a shift in the expectation that the American armed forces are able to accomplish virtually any mission with a minimum of casualties.  In the world of military weaponry having very good and respectable toys merely allow you to survive while having the very best toys allows you to thrive.  Greater casualties would be taken and the expectations of what the American military could accomplish would need to be down graded.  


Yes, economic benefits would occur if the development and production of military weapons, systems, and equipment were fully in private hands.  Could the $81.7 Billion spent by the Department of Defense in fiscal year 2004 have been more effective if appropriated by the private sector?  Probably.  However, “Given the absence of an alternative bankroll, that’s where they [industrial technology incentives] are bound to remain.”
  Regardless of how good privately funded research and development could be, the money has not yet been made available.
  If the United States is to maintain the current expectations of capability for its armed forces it must also maintain at least some type of cooperation and integration of the government and the private industry in the American military industrial complex.  This line of reasoning also seems to hold true in regards to privatized military firms.

A 
relatively recent addition to the American military industrial complex is the growth of the privatized military firm, or PMF.  Classified in three major categories according to function, PMFs seek not to privatize the development and production of military goods, but to privatize the provision and application of military services.  These military services may range from logistical support and transportation, to training and advising, to armed para-military “security” forces and aerial reconnaissance or strike missions.  There are even several foreign-based PMFs that have the capability to place a significant self-contained military combat unit on the ground anywhere in the world, complete with artillery and air support – all for the right price of course. 

 PMFs that openly perform combat duties have strong ancestral ties to the Swiss Guard and other organized mercenary companies of years past.  Known as active or category one firms, the ex-Soviet Spetsnaz “Alpha Brigade” and the now-defunct “Executive Outcomes” of South Africa are prime examples.  PMFs involved in training and advising of American and foreign military forces fall under the classification of advisory or category two PMFs.  These are firms such as American-based MPRI, which in addition to running US Army ROTC programs has trained and developed the militaries of several foreign nations.  Third category or administrative PMFs are firms such as Brown & Root Services, which has provided transportation, maintenance, and logistical support for the US military since its first contract in 1992.

Though private military firms that hire themselves out to national governments for combat or training duties as an organized company of mercenaries is not a new idea, what the PMFs have begun to do in the United States is new and provokes, for perhaps the first time, the possibility of the United States privatizing a greater or lesser portion of its military combat power.  Additionally, privatized military firms have become a very real part of the American military industrial as it stands right now by offering to provide certain capabilities more efficiently than the Department of Defense can provide for itself.

The United States military has always used private contractors for various functions, but it was only in the last few years that this use of private contractors began to extend overseas into combat zones and areas of deployment.  For many years military personnel performed a majority of the services that directly affected military personnel.  Active soldiers performed services such as maintenance of aircraft and vehicles, logistical support, transportation, and of course operated all equipment used in war fighting.  Recently however, an increasing number of non-combat oriented, but still very vital to sustain combat power, contracts have been awarded to private firms.  Included in the most recent spate of contracts have not only been maintenance and support contracts but also a greatly increased number of contracts for private military firms to provide technical personnel to operate some of the more advanced military communications, intelligence, and observation equipment.
  Contract personnel have the obvious advantage of generally costing less for equivalent duties than military personnel, and the lower expenses of using private personnel to perform military support duties translates into the government military itself having a higher teeth:tail ratio.
  Surprisingly, there is often also a qualitative advantage to using contract personnel for maintenance and operation of technical equipment.  Really the reasons for this are very simple.  Whereas a soldier must learn first how to fight and generally only has a couple of months (or less) training in his specialty, private personnel can afford to specialize in knowledge.
  Therefore, with the increased commonality of highly advanced and technical systems on the battlefield has also come the need for operators who are knowledgeable and experienced in the operation and maintenance of such systems.

While the current use of PMFs is growing, their future use is in debate.  Though there are potentially significant economic benefits to be gained from the employment of private, civilian, personnel to perform military duties there are also significant concerns about the impact of such civilians on tactical considerations and national policy.  On one hand the use of private firms to perform services previously accomplished by military personnel leads to lower immediate costs and greater efficiency.  But on the other hand these private employees are under no obligation to the United States government to risk their lives in the service of the United States.  Yes, you can pay people to risk their lives – but it is neither necessary nor practical to pay all PMF personnel such an amount.  Soldiers, on the other hand, are signifying their willingness to risk their lives by joining the military.  The use of private employees in military roles, even “behind the lines” actually means that there are fewer soldiers available for combat as an emergency reserve.  In the Battle of the Bulge, and in other desperate engagements, the unit clerks, cooks, doctors, drivers, and anyone else capable of holding a rifle was armed and sent to the front lines to repel the Germans.  Simply put, would civilian contractors in a similar situation be willing to put their lives on the line?  Or would they refuse to perform duties not in their contract, thereby possibly causing the loss of a military position through a simple shortage of live bodies holding rifles?

As briefly mentioned above, perhaps the most tantalizing possibility of the increased capability and usage of privatized military firms is the privatization of certain (or all) combat functions of the United States military.  Militarily, a privatized system may be workable if the expectations for usage of the American military were radically changed to focus much less on overseas deployment and more on protection of the physical United States and our direct interests.  Though a system in which, for example, Ford, Lockheed, and John Deer would compete to provide the Department of Defense with a combat wing of unmanned combat aerial vehicles would provide undeniable economic benefits, efficiencies, and more rapid adaptation of new technology, the concerns of such a system would outweigh any benefits.  Questions could arise as to whether the private combat forces owed allegiance to the United States or to their direct employer.  Other nations utilizing private combat forces have already experienced problems with “agent principal abandonment”, situations in which the hired forces either leave before contract fulfillment or pursue their own objectives to the detriment of the hiring nation
.
  

A further objection to the usage, or even condoning, of private combat forces by the United States government is raised by Friedrick Hayek
.  Hayek asserts that coercion, the absence of which is vital for a free society and economic market, is best minimized by the government holding a monopoly on the usage of coercive power and using that coercive power to allow individuals freedom of action within a sphere that does not interfere with the sphere of other individuals.  The existence of any significant private combat force, especially one under contract to the government, would increase the possibility that at some time that force would be used to coerce an American citizen.  

Despite these objections, it is highly possible that privatized military firms will continue filling roles for the American armed forces as interest persists in finding the most cost effective means to achieve the expectations placed on the American military.  As highly technical systems are used for more and more battlefield roles, private personnel will be required to either train military personnel to operate these systems or to operate the systems themselves.  

The growth of PMFs will continue as companies are also showing interest in developing or purchasing military components as a form of diversification.  Evergreen Helicopter Services is an example of a firm that earns a large part of its income by filling civilian consumer needs.  Evergreen provides helicopter services for firefighting, construction, rescue, and many other reasons.  In addition to its civilian fleet, Evergreen maintains a capability to fly missions in support of peacekeeping operations – such as reconnaissance, transport, and even light attack.  In another example, Dyncorp, a security firm that has had a questionable past with the US army, has been purchased by CSC, a computer security and consulting firm.  Here we see a firm with an established market in one area looking to add a military component, allowing it to now provide security services for physical as well as informational property.  Before the era of privatized military firms Henry Ford did much the same thing by seeking certain military contracts for Ford motor company.

Regardless of the future role of the privatized military firm, proper integration of the private and the governmental will be crucial to ensuring that PMFs are a factor that strengthens, not weakens, the armed forces of the United States in their role to protect the freedoms of the American people and to achieve success in the national military goals.  

Just 
what national military success means has been different at different times.  Establishment of a new nation in the Revolutionary War, survival of the nation in the War of 1812, preservation of the union and removal of slavery in the Civil War, acquisition of hemispheric hegemony in the Mexican war and the Spanish-American War, defeat of the Kaiser’s forces in World War One, and unconditional surrender of the German and Japanese forces during World War Two – these were the military objectives of the United States before we began to see ourselves as the primary guardian of the free world.  During the Cold War the definition of military success became the prevention and, failing that, the rapid conclusion of wars.  Today the meaning of national military success is very similar, with the inclusion of many small conflicts and terrorism under the heading of wars that the armed forces of the United States are to prevent, contain, and resolve.  

To accomplish the role of deterrent against all potential enemies a military must be both sufficiently large and capable.  Size gives a military adaptability and resilience, denying a potential antagonist the belief that he could win by means of a sneak-attack.  Capability denies the thought that a military can be defeated by a smaller, but higher quality, force.  A large and capable military will be very effective against conventional forces in a conventional war, but much less so in smaller conflicts, the so-called “brushfire” wars.  To be effective against guerrillas and terrorists a military must be flexible and mobile, able to react quickly to opportunity targets and able to detach itself from traditional operating procedure as the situation requires.  

The ultimate enabler of military capability is the development and production complex.  “Production and delivery have become the heart of modern warfare – ultimately more important even than combat.”
  For a military to be large, capable, highly mobile, and flexible requires an outstanding development and production foundation – in turn requiring astounding money and an effective method of utilizing the available resources.  The $81.7 billion allocated by the government for research and development in FY2004, when combined with the resource and industrial base of the United States, provides the necessary monetary and resource base.  Private enterprise provides the American military industrial complex with the organizational skills, inventive talent, production methods, and the drive to excel that are so vital to the military development and production effort.  Though notoriously inefficient, the government, particularly the Department of Defense, has the vital role of setting military doctrine, and therefore both directing and coordinating development and production efforts.  Without either half, government or private, the system would fall through lack of guidance or through lack of developmental and productive capability.  If the military industrial complex fails to provide the military with equipment and material, the military will fall short of the expectations placed on it.  

Above all, the objective of the United States military is to protect the freedoms of the people of the United States; whether that be freedom from death, from oppression, from each other, or whatever else may adversely affect individual action.  Regardless of the capabilities needed by the military, the military industrial complex must not be allowed to itself impinge on the freedoms of the American polity.  A military industrial complex could adversely affect the freedoms of national citizens either by not doing its job or by growing too large and requiring undue resources.  The likelihood of both occurrences is greatly reduced as a balance between government and private corporations is maintained within the military industrial complex.  

Economically and politically, despite the attractions of having a fully privatized or  a fully governmental military industrial complex, both the government and private industry possess perspective and capabilities that the other needs.  The current system in the United States is nowhere near perfect, but regardless of what adjustments are made, the American military industrial complex, and the military as a whole, cannot function in its currently intended role as either a fully public or a fully private entity. 

Though enormously expensive, the American military has continually led the way in soldier quality, in the capability of the deployed forces, and in development of new weapons systems.  These tremendous advantages are due to both the governmental and private sectors of the American military industrial complex.  Inseparable from each other if the American military is to be expected to fulfill its current range of missions, the strength that the United States has in both government and industry ensures the United States military, supported by the American military industrial complex, remains on top of the world.  
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