
NHJ Security Memo 30 June 2011 
………summary & reflections at a glance on some of the key issues of recent weeks 

Increasing Insecurity 

Economic Train Wrecks and Revolution? 

Is it all just a bad nightmare or is it time to fasten seat belts really (really) 
tight? 

It is a very long time since so many knowledgeable subject matter experts 
were dispensing such quantities of gloom  - George Soros and Nouriel 
Roubini included.  Forget for a moment defence and security issues and UK's 
dramatic defence decline at precisely the wrong time, the overriding number 
one issue is the global economy.  Things are looking quite grim. Some 
nightmare contingencies that would not have seen the light of day a year ago 
are now entirely plausible.  

There are the makings of revolution in the air.  If it is the right type of 
western world revolution that calmly but steadily boots out 20th Century 
`Me-First Capitalism' and replaces it with `Community-First Capitalism' and 
puts the right values above short term economic gain, then the pain and 
effort will be worth it.  If on the other hand, we remain in denial much longer, 
and fail to grasp the scale and pace of the convergences and complexities 
smashing into each other across the international, national, scientific, 
economic, environmental, political, and social spaces and that we can no 
longer isolate ourselves from turmoil elsewhere in the world, then we should 
anticipate much worse.   

So what is the number one question?  It is most certainly not what is 
dominating newsprint and the twittersphere at the moment  - potential 
Greek default and Eurozone calamity.  It has to be the US economy and 
spiraling debt (Justin Webb has eloquently just added himself to those very 
alarmed about the US debt).  It is not likely to happen - at least soon - but a 
US default is now talked about  - something unimaginable one year ago.  
Second question has to be the Chinese economy that, of course, is massively 
linked to the US.  Third question is Greece and the rest of Europe  - more than 
enough to worry about in its own right on a normal bad day. 

The centre of gravity issue is jobs.  Put aside for now the trillions of debt, 
doubled in just a few years, and the debt to GDP ratios, and current account 
deficits, the unprecedented levels of money printing and inflation that 
follows  - it is all about jobs and people feeling valued and living with a 
purpose. Whether it is in Club Med Eurozone countries or Arab and North 
African hot spots, youth unemployment of 40+% for long spells revolution.   

In the US and China unemployment one quarter of that level for more than a 
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couple of years will certainly spell the end of today's business as usual.  As it 
is, the latest Chinese crackdown on dissidents and human rights activists and 
other evidence indicates just how worried the leadership is about the 
prospects of spillover from the Arab Spring. Economics, politics, and global 
instant information and communication, are forming the core of a very toxic 
mix which governments the world over will struggle to handle. 

Some recent articles have cautioned against concern over the unprecedented 
levels of debt  - they suggest that Japan, and even Italy, indicate that 
increased borrowing is manageable. Most commentators regard this a huge 
risk. A Japan-scale period of stagnation (stock today one quarter of the 90s 
high) in the US or Europe would have a devastating knock-on impact across 
the world.  No wonder, that China is now set on buying huge amounts of 
European debt to add to its mountain of US debt. 

The Greek default has in some ways already passed.  It is all about perception 
and the markets have already priced it in.  In the unlikely event that more 
Canute-type EU bailouts hold back the tide a little longer whilst important 
vulnerable mainly German and French banks further raise their capital 
defences, the best scenario is of `orderly default' (this week's excellent 
economist leader)  - but it is far from certain that this best case scenario will 
avoid the dreaded contagion that would likely knock us all back many years.  
One year ago this was a very worst-case scenario. And as Lord Brittan 
emphasized on the BBC, the passing of legislation is the easy bit, 
implementing it (and market confidence) is the key… `this is a perilous 
moment for the EU'. 

Unconstrained `me-first capitalism' will not survive many years.  The greed 
of it will likely bring it down. The biggest deficit is of hope (80 graduates 
chasing each job in UK!) and across the world the under 30s will demand a 
system that is much fairer, just, and incidentally thereby more able to handle 
the big issues that have yet to grab the attention and collective effort needed  
- climate change and environmental degradation, food, water, and 
commodity shortages, unprecedented populations and migration flows. 

The future may not be centred in the West, but if ever there was a time for 
some strategic leadership to advance the UK to a position of economic 
stability to weather the forthcoming storm and to shape the global system 
from a position of credibility it is now.  But how, when the brave right thing 
to do will not win over electorates who are overwhelmed by the real 
likelihood of reduced living standards? That is the killer question. This 
generation has lived well, but can we morally hand off such a problem to our 
children? 

How do we stop selling anything to anyone in order to make a fast buck? We 
certainly need to sell to China and develop a stronger mutual relationship, 

NHJ S
tra

teg
ic



but we have to establish where our value is enhanced. How do we ensure 
that we do not quicken our decline by engaging so promiscuously with China 
whilst it raids our cyber space and intellectual and commercial properties 
with such abandon?  What should our stance be now with Chinese human 
rights abuses, what should it be if and when we face the next major hiatus? 
Can we  - as we should  - at a stroke bring down the salaries of thousands of 
bosses in the NHS and local government earning more than the Prime 
Minister?  How do you start to narrow top-bottom earnings in a company 
when your competitor will gain?  How do you guarantee meaningful work to 
every member of society who is able and seeking to work? How do you 
recalibrate back from such a fragile just-in-time infrastructure and economy 
to a more resilient and, where necessary, more just-in-case and prepared 
society? 

The government  - any government- has a horribly difficult task.  Only an 
engaged electorate will provide it with the means and moral authority to 
guide to a better future for our children, but only if it has the right arguments 
that engender hope.  So it all comes back to strategic leadership that rises 
above the business more or less as normal stuff of today   - to leadership that 
brings hope, one that captures the imagination, and loyalty of the majority 
who accept community-first and self-second.  It may sound corny  - a bit like 
a turbo charged one-nation Tory evangelizing for the Big Society  - but 
carrying on with `me-first capitalism' will not deliver the security and 
prosperity we seek either here in UK or abroad.  All we need then is much 
more `servant-leadership' and less `me-first leadership  - not just in 
government and parliament, but in public services and private companies up 
and down the country and we will crack the problem!   Easy.  Problem 
sorted?  If only…! 

UK MOD: Dr Fox and `The Most Transformative Change in a Generation' 

At this very early stage after publication of Lord Peter Levene's Defence 
Reform Unit report on the structure and management of the MOD it is right 
to welcome the general direction and approach and many of the 
recommendations.  Its enduring reputation can only be better than that of 
last October's Strategic Defence and Security Review (SDSR).  Important but  
- it is only part of what is required; we must await further imminent reviews 
covering force generation, the reserves, and the further significant cuts 
required to address the significant post-SDSR equipment `black hole'.  Levene 
correctly seeks to produce a leaner MOD head office with a beefed up Joint 
Forces Command and much improved alignment of authority, responsibility, 
and accountability.  However, the scale and nature of the MOD and Whitehall 
mess requires both more radical reform and very careful handling.   

The big question increasingly asked by experts is whether the government 
really does place defence of the realm as its top duty and priority.  Yes, it was 
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thrown an appalling hospital pass by the last government, and both military 
and civilian officials needed a real gripping after too many serious failures 
and extraordinary dysfunctionality across Whitehall and the home base. But 
there is a real danger that we will go (have gone?) passed critical mass in 
some key areas and will not have the essential components and core 
competencies to generate the right capabilities and forces in time in an 
increasingly more dangerous world.  The biggest deficit right now is of hope, 
and a worrying number of experts question whether it will be this 
government that actually boots baby out with the bath water. 

NHJ has consistently argued that a prospering economy is absolutely critical 
to our security and defence, and that the MOD should be gripped and 
contribute to public expenditure savings.  But alarm bells are ringing loudly 
now.  Talk of the regular army going down to 65,000, and further significant 
reductions in ships, aircraft, and critical competencies is deeply worrying.  So 
many times in our history catastrophe has only been avoided through ghastly 
sacrifice and countless lives lost when our defences have been run down too 
far.  In today's and tomorrow's increasingly interconnected, complex, and 
convergent world we need to consider very carefully what pause and 
regeneration time we can rely upon for particular contingences. 

The last CDS tells us he is very worried that the locker is so bare, General Sir 
Rupert Smith says we can barely man a front line between Aldershot and 
Farnham and could not discharge our duties in the Sovereign Base Areas of 
Cyprus and handle the humanitarian aspects in a re-run of the 1974 crisis.  So 
the onus now on the government must be on demonstrating that the baby is 
not about to go out with the bath water; that front line morale and manning 
will be safe in its hands; and that some of the best brains are in a `think 
engine' that is paying very much more than lip service to regeneration and 
extremis contingencies in this `Age Of Uncertainty' (last October's National 
Security Strategy). 

Musings 
Tony Blair (recently):  ` everywhere policymakers are lagging events…the 
developed world needs fundamental reform across the delivery of public 
services…. the single most important thing is the world is changing so fast 
and the danger is we are not moving fast enough ourselves'. 
 

 
 
 
http://nhjstrategic.com/nhj_strategic_consultancy_contact.htm
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