***aff

2ac – international fiat bad

International fiat is a voting issue –

Our interpretation is that the neg can only fiat U.S. action – this is best – 

1. Rational decision-making – no rational actor has the power to weigh the choice presented by the CP – this makes it unpredictable and erases all debate's portable educational benefits

2. Limits – there are 193 countries in the world plus multilateral organizations, any of which they could use to build similar infrastructure – infinitely regressive, explodes the research burden, destroys competitive equity – this kills predictability because they can literally choose any country

3. Their CP is uniquely abusive – they skirt our solvency attacks by artificially manipulating the literature – some of their ev says Chinese businesses should build U.S. infrastructure

4. Reciprocity – the aff must defend U.S. federal action – giving the neg infinite international actors is unfair – reciprocity key to debate – keeps the round balanced and it’s the only objective way to decide fairness 

5. Kills topic specific education – only tests the acting country which means we lose education about all other parts of our aff – forces us to debate Chinese policy which there’s no resolutional education or basis for

6. Ground – they fiat an international actor does the counterplan which destroys predictable say no ground

7. Defer aff – the neg has states and any number of other reliable generics – and neg win percentages prove side biases – theory’s key to check this

dominance turn

Chinese intentions are not towards cooperation – Caribbean encroachment proves they’re only interested in owning assets for political and diplomatic leverage – the counterplan will destroy U.S. leadership and competitiveness

NYT ’12 (Randal C. Archibold, staff writer, “China Buys Inroads in the Caribbean, Catching U.S. Notice”, The New York Times, http://www.nytimes.com/2012/04/08/world/americas/us-alert-as-chinas-cash-buys-inroads-in-caribbean.html?pagewanted=all)

NASSAU, the Bahamas — A brand new $35 million stadium opened here in the Bahamas a few weeks ago, a gift from the Chinese government. The tiny island nation of Dominica has received a grammar school, a renovated hospital and a sports stadium, also courtesy of the Chinese. Antigua and Barbuda got a power plant and a cricket stadium, and a new school is on its way. The prime minister of Trinidad and Tobago can thank Chinese contractors for the craftsmanship in her official residence. China’s economic might has rolled up to America’s doorstep in the Caribbean, with a flurry of loans from state banks, investments by companies and outright gifts from the government in the form of new stadiums, roads, official buildings, ports and resorts in a region where the United States has long been a prime benefactor. The Chinese have flexed their economic prowess in nearly every corner of the world. But planting a flag so close to the United States has generated intense vetting — and some raised eyebrows — among diplomats, economists and investors. “When you’ve got a new player in the hemisphere all of a sudden, it’s obviously something talked about at the highest level of governments,” said Kevin P. Gallagher, a Boston University professor who is an author of a recent report on Chinese financing, “The New Banks in Town.” Most analysts do not see a security threat, noting that the Chinese are not building bases or forging any military ties that could invoke fears of another Cuban missile crisis. But they do see an emerging superpower securing economic inroads and political support from a bloc of developing countries with anemic budgets that once counted almost exclusively on the United States, Canada and Europe. China announced late last year that it would lend $6.3 billion to Caribbean governments, adding considerably to the hundreds of millions of dollars in loans, grants and other forms of economic assistance it has already channeled there in the past decade. Unlike in Africa, South America and other parts of the world where China’s forays are largely driven by a search for commodities, its presence in the Caribbean derives mainly from long-term economic ventures, like tourism and loans, and potential new allies that are inexpensive to win over, analysts say. American diplomatic cables released through WikiLeaks and published in the British newspaper The Guardian quoted diplomats as being increasingly worried about the Chinese presence here “less than 190 miles from the United States” and speculating on its purpose. One theory, according to a 2003 cable, suggested that China was lining up allies as “a strategic move” for the eventual end of the Castro era in Cuba, with which it has strong relations. But the public line today is to be untroubled. “I am not particularly worried, but it is something the U.S. should continue to monitor,” said Dennis C. Shea, the chairman of the U.S.-China Economic and Security Review Commission, a bipartisan Congressional panel. But, he added, “With China you have to be wary of possible policy goals behind the effort.” This archipelago, less than a one-hour flight from Florida, has gotten particular attention from the Chinese. Aside from the new stadium, with its “China Aid” plaque affixed prominently at the entrance, Chinese workers here in the Bahamas are busy helping build the $3.5 billion Baha Mar, one of the region’s largest megaresorts. Beyond that, a Chinese state bank agreed in recent weeks to put up $41 million for a new port and bridge, and a new, large Chinese Embassy is being built downtown. The new stadium here, Bahamian officials said, was in part a reward for breaking ties with Taiwan in 1997 and establishing and keeping relations with China. It is one of several sporting arenas that China has sprinkled in Caribbean and Central American nations as gratitude for their recognition of “one China” — in other words, for their refusal to recognize Taiwan, which Chinese officials consider part of their country. “They offered a substantial gift and we opted for a national stadium,” said Charles Maynard, the Bahamian sports minister, adding that his government could never have afforded to build it on its own. In this enduring tug of war with Taiwan, others have switched, too, with a little financial encouragement. Grenada ended relations with Taiwan in 2004, and it is now in talks with China about getting a new national track and field stadium. The parting has not been entirely amicable; Taiwan and Grenada are now locked in a financial dispute over loans that Grenada received to finance the construction of its airport. Determined not to be sidelined, Taiwan is seeking to solidify its existing relationships with countries like Belize, St. Kitts and Nevis, and St. Lucia — which in 2007 broke relations with China in favor of Taiwan — with a bevy of projects, many of them agricultural, including an agreement signed with Belize in recent weeks to develop the fish farming industry there. Still, Taiwanese diplomats in the region conceded that they could never keep up with China’s largess but continued to make strategic investments in the Caribbean. There are some commodities in the region that China wants. In August, a Chinese company, Complant, bought the last three government sugar estates in Jamaica and leased cane fields, for a total investment of $166 million. Last year, Jamaica for the first time shipped its famed Blue Mountain Coffee to China. The Jamaican government has also received several hundred million dollars in loans from China, including $400 million announced in 2010 over five years to rebuild roads and other infrastructure. “In order to be prosperous you need to build roads first,” said Adam Wu, an executive with China Business Network, a consulting group for Chinese businesses that has been making the case for China in several Caribbean countries. Several analysts in the Caribbean say they believe that China eventually will emerge as a political force in the region, with so many countries indebted to it, at a time when the United States is perceived as preoccupied with the Middle East and paying little attention to the region. “They are buying loyalty and taking up the vacuum left by the United States, Canada and other countries, particularly in infrastructure improvements,” said Sir Ronald Sanders, a former diplomat from Antigua and Barbuda. “If China continues to invest the way it is doing in the Caribbean, the U.S. is almost making itself irrelevant to the region,” he added. “You don’t leave your flank exposed.” In some places, Chinese contractors or workers have stayed on, beginning to build communities and businesses. So many have opened in Roseau, Dominica, that local merchants have complained about being squeezed out. Trinidad and Tobago has had waves of Chinese immigration over the past century, but locals are now seeing more Chinese restaurants and shops, as well as other signs of a new immigrant generation. “I am second-generation Trinidadian-Chinese, and like most of us of this era, we have integrated very well in society, having friends, girlfriends, spouses and kids with people of other ethnicities,” said Robert Johnson-Attin, 36, a mechanical engineer now with his own successful business. “It’ll only be a matter of time before it happens with the Chinese coming in now.” Here in the Bahamas, Tan Jian, the economic counselor at the Chinese Embassy, said he that believed “it’s only the start” of the Chinese presence across the Caribbean, casting it as one developing country using its growing economic power to help other developing ones. The Bahamian government, he said, “cannot afford to build huge projects by itself.” While the Chinese built the stadium, the Bahamas is responsible for utility hookups and the roads and landscaping outside it. The $35 million gift “is costing us $50 million,” said Mr. Maynard, the sports minister. “But at the end of the day it will pay for itself” by putting the Bahamas in position to host major sporting events and reap the tourism revenue that comes with that. For Baha Mar, the Chinese Export-Import Bank is financing $2.6 billion, nearly three-quarters of the cost, and China’s state construction company is a partner. The Bahamas agreed to allow up to 8,000 foreign workers, most of them Chinese, to work on the project in stages, but it also required employment for 4,000 Bahamians, dampening concerns that Chinese workers were taking jobs. American companies will also take part in building and running it. Mr. Jian played down any economic competition with the United States, whose tourists, he asserted, stood to benefit from China’s presence in the Caribbean. The Chinese workers here live in barracks behind the project fences, largely shielded from public view. “We hardly know they are here,” said James Duffy, watching a track practice next to the stadium one recent afternoon, adding with a chuckle: “Except for the big things they build.”

chinese infrastructure bad

No expertise spillover – Chinese expertise is worthless 

Brannon and Thoman 4/18/12 – director of Economic Policy as well as the Director of Congressional Relations for the American Action Forum, former chief economist for the House Energy and Commerce Committee, former Senior Policy Adviser and Chief Economist for the Republican Policy Committee, former Senior Adviser for Tax Policy at the U.S. Treasury, Principal Economic Adviser for Senator Orrin Hatch on the Senate Finance Committee, former Chief Economist for the Joint Economic Committee, and former senior economist for the Office of Management and Budget, AND** coordinator of economic policy at the American Action Forum, (Ike and Matt, “About Those Better Roads in China”, The American, the American Enterprise Institute, April 18, 2012, http://www.american.com/archive/2012/april/about-those-better-roads-in-china)//JKahn

In an address to a joint session of Congress, President Obama lamented that “building a world-class transportation system is part of what made us an economic superpower—and now we’re going to sit back and watch China build newer airports and faster railroads?” The appeal to superior Chinese infrastructure being a manifestation of America’s ills—and Chinese economic might—is a familiar trope for the president. He made a similar argument in defense of the infrastructure investments contained in the original 2009 stimulus bill, as well as during the 2008 presidential campaign. The American Jobs Act of 2011 includes $140 billion of infrastructure investments, among them provisions to modernize schools, improve roads, and establish an infrastructure bank. This appeal that we keep up with the Chinese begets two questions: Is our infrastructure really lagging that of China’s? And if so, should that be a motivating factor in how—and how much—we invest in infrastructure? While the United States could (and should) be doing more to develop infrastructure, keeping up with China is not the reason for doing so; and China is actually far behind America’s level of infrastructure. The Vaunted Chinese Infrastructure Lags the U.S. While the United States has more than 15,000 airports, China has a mere 502. The U.S. railway system is three times the length of China’s. While the president apparently takes it as a given that Chinese infrastructure is better than America’s, the reality is otherwise: U.S. roads, bridges, airports, and the like are leaps and bounds above what the Chinese have. A closer inspection reveals that China suffers from a serious lack of infrastructure that threatens to throttle their long-term growth prospects. Although the population of China is four times that of the United States, it will be decades before China can construct an infrastructure comparable in scope to our own. For instance, while the United States has more than 15,000 airports, China has a mere 502. The U.S. railway system is three times the length of China’s, despite the fact that rail remains the dominant way for its citizenry to travel long distances. The length of U.S. oil and gas pipelines are an order of magnitude larger than what is found in China, which means that much more of their liquid fuels have to be transported over land, taxing their relative paucity of roads. Other important indicators, such as electricity production and the amount of paved roads, reveal similar disparities, as the table below suggests.

Lack of investment expertise dooms short-term solvency

McGladrey, 09 – fifth largest U.S. assurance, tax, and consulting firm, (“From inbound to outbound: The gradual shift of Chinese business investments”, McGladrey LLP, http://mcgladrey.com/Business-Climate/From-inbound-to-outbound-The-gradual-shift-of-Chinese-business-investments)

When it comes to outside investments, Chinese business and political leaders are playing most of their cards close to home. The nation?s Commerce Ministry reports that 60 percent of Chinese outbound investment last year went to Asia, most notably to companies in Hong Kong, South Korea,Thailand, Cambodia and Japan. Another 23 percent went to Latin America and Africa, mainly in the form of investments to secure energy products and raw materials for manufacturing. Conversely, North American investments were on a much smaller scale, at just 6.7 percent of the overall outbound cash flow. To date, Bottelier says, the most notable Chinese acquisition in the United States is Lenovo Group?s$1.75 billion purchase of IBM?s personal computing business. But that success ? as well as a failed $1.13 million bid by China?s Haier Group to acquire appliance manufacturer Maytag ? received scant attention compared with the dust-up when China National Offshore Oil (CNOOC) bid a whopping $18.5 billion to buy Unocal. Facing intense public and political pressure over the prospect of foreign ownership of a major energy producer, the California-based oil giant eventually agreed to a purchase by domestic rival Chevron Corp. "The CNOOC management team mishandled this, largely because they were naive in thinking that a large takeover plan in a sensitive industry would not have political ramifications," Bottelier says. "And that experience, combined with the Dubai ports issue [foreign investors seeking to operate selected U.S. ports], really rankled the Chinese. They don?t believe that the U.S.genuinely welcomes Chinese investment." While it?s likely that Chinese investors will gradually play more significant roles as suitors or venture capitalists to U.S. companies, experts say business owners should not expect too much, too soon. In the post-9/11 world, the Committee on Foreign Investment in the United States is taking a much closer look at deals proposed by overseas interests ? with an especially wary eye cast on China. In a China Business Review article earlier this year, authors David Marchick and Richard Mintz reported findings on a recent survey of 400 U.S. opinion leaders, in which 54 percent said it was "too easy" for foreigners to buy U.S.assets. When the prospective acquirer was identified as Chinese, that number jumped to 69 percent. In some respects, the prospect of substantial Chinese investment in U.S. businesses and infrastructure generates comparisons to the 1980s, when Japanese investors aggressively pushed into U.S. commerce. But experts note at least two distinct differences. First, Japanese investment was mostly private,while Chinese investment is still largely driven by state-owned companies. And, after more than two decades of studying Western business practices, the Japanese executives were much better versed in the art of the deal. "The biggest hurdle the Chinese have right now in growing their outbound foreign investment is a lack of knowledge," Bottelier says. "They have very little experience in developing and closing Western-style acquisitions, so they are really learning how to do this almost from scratch." 
cyberattacks turn

Chinese investment allows for economic espionage that compromises security

Meuiner, 12—co-director of the EU Program at Princeton University, Research Scholar at the Woodrow Wilson School of Public and International Affairs, (Sophie, “Tiger Parents: Is there Something ‘Different’ About Chinese FDI in the U.S. and Europe?”, Huffington Post, June 4, 2012, http://www.huffingtonpost.com/sophie-meunier/amc-entertainment-bought_b_1568072.html)//JKahn
The security environment poses a third novel challenge. China is both a potential military rival, as well as a heavy investor in "rogue" states such as North Korea and Iran. One concern is that Chinese FDI in certain sectors runs the risk of enabling commercial and state espionage and creates the possibility of dual-use technologies transferring into the hands of the People's Liberation Army or pariah regimes. A second concern is that, contrary to historical precedents, the flow of technology has so far been rather unidirectional, with the investors learning the technology in the host country and exporting it back to China, instead of bringing in technology along with the investment. A third concern is that European countries will become dependent on Chinese investment, which could provide China with political and security leverage.

Chinese economic espionage leads to cyberattacks

Dyer 5/18 – senior staff writer for the Financial Times, (Geoff, “China linked to ‘economic espionage’”, Financial Times, May 18, 2012, http://www.ft.com/intl/cms/s/0/92d6032a-a108-11e1-9fbd-00144feabdc0.html#axzz1zmAxDzOf)//JKahn

China is the world’s biggest supporter of “economic espionage”, the Pentagon says in its annual report on the Chinese military, which also claimed that Beijing’s defence budget is much higher than official numbers. Friday’s report said China would continue to be an “aggressive and capable” collector of sensitive US technological information, including that owned by defence-related companies, and represented a “growing and persistent threat to US national security”. High quality global journalism requires investment. “Chinese actors are the world’s most active and persistent perpetrators of economic espionage,” the report said. The Pentagon report is the latest in a series of blunt warnings from the Obama administration about the growing risks to US interests from Chinese espionage, including from cyberattacks. A November report prepared by US intelligence agencies said that concerted cyber espionage by China and Russia posed “significant and growing threats” to American economic power and national security. Given the lack of transparency that has surrounded China’s military build-up, the Pentagon’s annual analysis of Chinese defence spending is a closely watched document, even if some Pentagon critics fear that scaremongering about China is being used to justify parts of the US budget. Even by China’s official figures, military spending has increased at double-digit rates during almost every year for the last couple of decades, although as a proportion of overall spending the defence budget has remained relatively constant. The Pentagon said China’s actual military spending in 2011 was between $120bn and 180bn. That compares to an official Chinese budget for 2012 of Rmb670.247bn ($110bn), which was 11.2 per cent higher than the year before. In 2011, China conducted the first test flight of the J-20 stealth fighter jet, while a refitted aircraft carrier acquired from the Soviets was also launched last year. Among new developments in Chinese spending, the Pentagon said there were indications that parts of a locally-made aircraft carrier were already under construction and could be operational by 2015. The report said that the J-20 test flight demonstrated China’s ambitions to develop an aircraft that combined “stealth attributes, advanced avionics and super-cruise engines”, making it a potential rival to the Pentagon’s own new generation fighter jet, the F-22 Raptor. A separate US government document published last month quoted US intelligence agencies as predicting the Chinese jets could be operational by 2018. The F-22 Raptor suffered a significant blow this week when strict restrictions were placed on their use because of concerns about the safety of pilots from a lack of oxygen. The F-22 has been controversial for years, with powerful critics in Congress claiming that the expensive project was not needed because there is no obvious rival. However, its supporters point to Chinese and Russian efforts to build a new generation of stealth fighter jets.

Cyberattacks lead to WMD warfare

Lawson 09 (Sean, Ph.D. from the Department of Science and Technology Studies at Rensselaer Polytechnic Institute dissertation on Nonlinear Science and the Emergence of Information Age Warfare in the United States Military, “Cross-Domain Response to Cyber Attacks and the Threat of Conflict Escalation”, http://www.seanlawson.net/?p=477)

Based on the premise that completely blinding a potential adversary is a good indicator to that adversary that an attack is iminent, Ranum has argued that “The best thing that you could possibly do if you want to start World War III is launch a cyber attack. [...] When people talk about cyber war like it’s a practical thing, what they’re really doing is messing with the OK button for starting World War III. We need to get them to sit the f-k down and shut the f-k up.” [2] He is making a point similar to one that I have made in the past: Taking away an adversary’s ability to make rational decisions could backfire. [3] For example, Gregory Witol cautions that “attacking the decision makerÃ¢â‚â„¢s ability to perform rational calculations may cause more problems than it hopes to resolve. Removing the capacity for rational action may result in completely unforeseen consequences, including longer and bloodier battles than may otherwise have been.” [4] Cross-Domain Response So, from a theoretical standpoint, I think his concerns are well founded. But the current state of U.S. policy may be cause for even greater concern. It’s not just worrisome that a hypothetical blinding attack via cyberspace could send a signal of imminent attack and therefore trigger an irrational response from the adversary. What is also cause for concern is that current U.S. policy indicates that “kinetic attacks” (i.e. physical use of force) are seen as potentially legitimate responses to cyber attacks. Most worrisome is that current U.S. policy implies that a nuclear response is possible, something that policy makers have not denied in recent press reports. The reason, in part, is that the U.S. defense community has increasingly come to see cyberspace as a “domain of warfare” equivalent to air, land, sea, and space. The definition of cyberspace as its own domain of warfare helps in its own right to blur the online/offline, physical-space/cyberspace boundary. But thinking logically about the potential consequences of this framing leads to some disconcerting conclusions. If cyberspace is a domain of warfare, then it becomes possible to define “cyber attacks” (whatever those may be said to entail) as acts of war. But what happens if the U.S. is attacked in any of the other domains? It retaliates. But it usually does not respond only within the domain in which it was attacked. Rather, responses are typically “cross-domain responses”–i.e. a massive bombing on U.S. soil or vital U.S. interests abroad (e.g. think 9/11 or Pearl Harbor) might lead to air strikes against the attacker. Even more likely given a U.S. military “way of warfare” that emphasizes multidimensional, “joint” operations is a massive conventional (i.e. non-nuclear) response against the attacker in all domains (air, land, sea, space), simultaneously. The possibility of “kinetic action” in response to cyber attack, or as part of offensive U.S. cyber operations, is part of the current (2006) National Military Strategy for Cyberspace Operations [5]:  Of course, the possibility that a cyber attack on the U.S. could lead to a U.S. nuclear reply constitutes possibly the ultimate in “cross-domain response.” And while this may seem far fetched, it has not been ruled out by U.S. defense policy makers and is, in fact, implied in current U.S. defense policy documents. From the National Military Strategy of the United States (2004): “The term WMD/E relates to a broad range of adversary capabilities that pose potentially devastating impacts. WMD/E includes chemical, biological, radiological, nuclear, and enhanced high explosive weapons as well as other, more asymmetrical ‘weapons’. They may rely more on disruptive impact than destructive kinetic effects. For example, cyber attacks on US commercial information systems or attacks against transportation networks may have a greater economic or psychological effect than a relatively small release of a lethal agent.” [6] The authors of a 2009 National Academies of Science report on cyberwarfare respond to this by saying, “Coupled with the declaratory policy on nuclear weapons described earlier, this statement implies that the United States will regard certain kinds of cyberattacks against the United States as being in the same category as nuclear, biological, and chemical weapons, and thus that a nuclear response to certain kinds of cyberattacks (namely, cyberattacks with devastating impacts) may be possible. 

kills competitiveness

Chinese investment will do nothing – funding projects will turn into a slippery slope that results in Chinese labor, companies, and materials

WSJ 6/25/12 (Dinny Mcmahon and Robbie Whelan, “China in Talks With U.S. Home Builder State Bank in Talks to Provide Lennar $1.7 Billion for Two Long-Stalled Projects”, The Wall Street Journal, June 25, 2012, http://online.wsj.com/article/SB10001424052702304458604577489062449154168.html)

In recent years, Chinese state money—in large part provided by CDB and its counterpart the Export-Import Bank of China—has been pivotal in funding major infrastructure and resource projects around the world, but the bulk of that activity has been in developing countries in Africa, South America and Asia. That has resulted in the construction of dams, airports, railways, highways and sports arenas that otherwise wouldn't get built, primarily in developing countries. Funding is typically conditional upon Chinese developers and contractors being used to build the projects. And in order to keep costs down, and in many cases to ensure the necessary expertise, at least a portion of the workforce is flown in from China. This would be difficult or impossible in San Francisco, where local regulations and deals cut with local governments generally require developers to use local labor and pay prevailing wages. The CDB and the Lennar partnership have been in discussions to include China Railway Construction Corp., 1186.HK +2.25% a state-run contractor, in the development of Treasure Island and Hunters Point, according to people familiar with the matter. While it is unclear what CRCC's role would be, the company could serve as an adviser or in an consulting role, or could possibly even invest in a local construction company that employs U.S. workers, these people said. With Chinese firms increasingly eyeing opportunities in the U.S. and other developed markets, CDB will likely find itself being approached to fund more deals in the U.S. People familiar with the negotiations said CDB was using the Treasure Island and Hunters Point projects—which both include "green" building and affordable housing components that are of interest to Chinese builders—as a test case to become familiar with what's required for doing such deals in the U.S. Miami-based Lennar, the third-largest U.S. home builder measured by the number of houses built, has a large presence in California, and is well known for its ability to put together complex financial deals, usually involving land.

The counterplan is a slippery slope that will result in eventual Chinese industrial intervention that will culminate in security risks that kill competitiveness

Barfield, 12 — resident scholar the American Enterprise Institute, (Claude, “The White House and Congress repel Chinese investment”, American Enterprise Institute, 1/19/12, http://www.aei.org/article/the-white-house-and-congress-repel-chinese-investment/)//JL

The Chinese investment vs. security dilemmas will only grow more difficult in the future. It is time to clear the air with more precise guidelines - or even red lines - where security is truly jeopardized. Much of the fear over Huawei, a $28 billion private company, stems from its beginning. It was founded in 1987 by an ex-officer of the Chinese military, and during its early years received substantial boosts from the Chinese government, including research organizations with ties to the military. Over the past decade, it has burst upon the global telecommunications market, and now operates in 140 countries and services 45 of the world's largest telecommunications operators. The company is also a leader in information technology and is rapidly moving downstream to compete in the smartphones and services sectors. Critics, including a number of members of Congress, argue that Huawei retains close ties with the Chinese military and that the company represents a major threat to U.S. security through the potential of subverting national telecoms infrastructure and providing a vehicle for both economic and military sabotage. Huawei's top executives in the U.S. have vehemently and doggedly denied such allegations. They assert that the company has no ties to the Chinese military, and that it provides normal and vital commercial telecommunications services and equipment in the global marketplace. Despite its protestations, Huawei has been repeatedly rebuffed by U.S. government agencies in attempts to purchase U.S. telecom assets and to gain major supply contracts with top U.S. system operators such as Sprint and AT&T. In the U.S., security-related investments are scrutinized by a federal inter-agency committee (the so-called CFIUS process), which is chaired by the Treasury Department and includes key defense and national intelligence officials. In two widely publicized actions, CFIUS officials intervened to stop Huawei from assuming control of two assets - the 3Com company and intellectual property owned by a small, bankrupt company, 3Leaf. Customarily, and in these particular cases, CFIUS officials give no specific reasons for their actions, merely invoking general national security considerations. Under current law, the U.S. security review process is limited to screening investments in U.S. assets. It does not extend to contracts between U.S. companies and foreign companies. Yet in the past two years, U.S. government officials on several occasions have warned U.S. companies not to award contracts to Huawei or face the prospect of cutoff of future government contracts themselves. In one case, this message was conveyed in a phone call by the Secretary of Commerce, and on a second occasion by a direct communication from the head of the National Security Agency. Such behind-the-scenes, ex parte interventions clearly undermine U.S. demands that Beijing adhere to the rule of law with attendant due process. The decision by the Obama administration to create a task force to analyze potential security threats from foreign ownership and foreign contracts in the U.S. telecommunications sector, combined with a full-scale investigation of Huawei by the House Intelligence Committee, represent a consequential moment in U.S.-China ties. When it comes to national security, there will always be instances when closed-door review sessions are appropriate - including in the case of Huawei. But neither the White House nor the Congress should be allowed to hide completely behind vague, "national security" concerns. After serious, thorough examinations - through coordination with national intelligence agencies by the White House and through open hearings and security briefings by the congressional committee - both branches of the government should make public their conclusions. It's what we would rightfully demand of Beijing. And it's what we should expect of Washington. If these are bad guys, say so; if nothing is uncovered, butt out.
u.s. says no

The counterplan fails – massive political suspicions and perception of security risks

Rosen and Hanemann, 11 – professor at Columbia University, Fellow with the Peterson Institute for International Economics, and Senior Advisor for International Economic Policy at the White House National Economic Council and National Security Council, AND*  is Research Director at the Rhodium Group, specializing in China’s macroeconomic development and the implications for global trade and investment flows (Daniel & Thilo, “An American Open Door?: Maximising the Benefits of Chinese Foreign Direct investment”, May 2011, http://www.ogilvypr.com/files/anamericanopendoor_china_fdi_study.pdf)//JKahn

We conclude that the recent growth of Chinese direct investment in the United States is proof of its great potential, but given the parade of political fearmongering seen so far, those benefits likely will be squandered if steps are not taken to restore clear thinking. Therefore, we offer a series of recommendations intended to alleviate the risk of diverting Chinese direct investment from the United States by maintaining the best possible security screening process, keeping America’s door open to the benefits of a China going global, and actively attracting the right investments from China so that the benefits for Americans are assured. We summarize these recommendations here and elaborate on them at the conclusion. 1. Send a clear and bipartisan message that Chinese investment is welcome. Though the annual numbers are doubling, there is a growing perception in China that the United States is not enthusiastic about Chinese investment. Washington must recapture the high ground on this topic by pointing to the healthy growth in those investment flows to date and by making clear that U.S. policy will remain accommodative. A bipartisan congressional–executive statement is needed to send an unequivocal message of support for increased investment from China. It is especially important that the U.S. Congress plays a positive role in this messaging given its oversight role and recent activism on foreign investment. 2. Systematize the promotion of FDI from China and elsewhere. A review of U.S. efforts to attract investment from China and other countries is needed. The current laissez-faire approach stems from an era when the United States dominated global FDI flows; it assumes that the United States remains unrivaled in its attractiveness and functions as though all foreign investors come from similar countries that do not need much on-theground assistance. That situation has changed. More proactive measures are needed, not just at the state and local level, where earnest efforts are afoot, but also at the national level, where formal and informal barriers to foreign investment arise 3. Protect the investment review process from interference. The formal U.S. process of screening for national security concerns is generally well designed, but it is in urgent need of protection from politicization. If political interference is not tempered, some of the benefits of Chinese investment catalogued in this study—such as job creation, consumer welfare, and even contributions to U.S. infrastructure renewal—risk being diverted to U.S. competitors. Some in China suggest that the United States publish a catalogue of open industries, just as the Chinese government does. While that suggestion is understandable in light of their recent experience, this approach is not suited to the United States. Within a given industry, there are acceptable and unacceptable investments, and it is impossible to anticipate all eventualities in advance. CFIUS is right to ask not whether China has hidden agendas and ambitions or whether a particular industry can be sensitive, but whether a specific deal constitutes an actual national security threat. In short, the existing U.S. review policy process is worth protecting. CFIUS should further improve the transparency of its decision-making process and find ways to offer even better assurance that it is keeping to its mandate of solely screening investment for national security threats. Calls to alter the review process in ways that would allow further interference—by allowing national economic security questions to be subject to review, for example—must be rejected. 4. Work to better understand Chinese motives. Many Americans—including many officials in Washington—believe that because China has so many state-owned enterprises, market forces and profit motives do not necessarily apply in that country. Therefore, they suspect that if a Chinese firm is coming to America, it must be for some political purpose rather than simply to make money. This conclusion is wrong, and if we are to maximize U.S. interests, such misapprehensions must be corrected. But making clear that behind all of the rhetoric of statism and central planning, China’s firms typically put self-interest and profit above else, is no easy task. The proponents and beneficiaries of Chinese investment in the United States—including deal makers, venture partners, sellers, and localities—need to bear more of the burden of demonstrating this market orientation. By issuing the kind of bipartisan statement suggested earlier, U.S. policy makers can contribute to this reappraisal of Chinese objectives. And, of course, economists and policy analysts must redouble their efforts to make China comprehensible to both U.S. leaders and the general public. 5. Communicate to China its share of the burden. China very much shares responsibility for the breadth of American misgivings. After all, at state executive summary related firms, especially the major state-owned enterprises, which make up almost half of all industrial assets, business decisions routinely are subjected to political considerations and executives are beholden to the dictates of the Chinese Communist Party. Even at private firms, nontransparent governance practices are common. And while this opacity may be about shrouding the profit streams of privileged individuals more than anything else, American screeners cannot discreetly avert their gaze as Chinese regulators and bureaucrats do. If China wants a more straightforward hearing for its firms in Washington, it must improve corporate governance at home. We recommend that U.S. officials reclaim the high road from commentators who allege that Washington is unfairly blocking foreign firms, and call for a major improvement in Chinese corporate transparency so that regulators can do their jobs more easily. Other measures can help as well. A clearer separation between Chinese regulators and the firms they oversee would help alleviate foreign suspicions. A consumer-oriented welfare test in China’s competition policy also would help ensure that market performance, not other state objectives, is the determinant of a given Chinese firm’s behavior. Of course, if China were to dismantle its system of state capitalism, U.S. officials would be far less worried about Chinese corporate intentions and the prospect of predatory intent from the firms under Beijing’s influence. But Americans should not expect China to change overnight. In the meantime, it should be clear that while Chinese investment is more than welcome, U.S. regulators have a legitimate interest in who is investing in the United States. 6. Remain open to “what if” scenarios. In terms of nontraditional economic threats, U.S. concerns that China could become a large enough economy to be a price maker instead of a price taker are legitimate. If China’s sheer size, combined with its artificial pricing structures (e.g., the cost of capital arising from financial repression) were to “poison” global markets in the future, as Chinese outflows make up an ever more influential share of world totals, then a subsidy-disciplining regime for global direct investment akin to that for trade would become necessary. We suspect that China’s existing statist preferences will break down prior to that point, but we cannot be sure. There is no consensus on how to assess “unfair” influence of one nation’s domestic capital costs on world prices. Therefore, we recommend an international effort to think through these questions now, because answers may well be needed in the near future. 7. Do not play the reciprocity game. The term “reciprocity” has been used too frequently in the context of Chinese investment— namely, if China is discriminatory against U.S. investment, the United States should reciprocate in kind. We recommend greater caution. China does maintain significant inward investment restrictions, but Beijing has been a leader in direct investment openness for decades, and the notion of withholding U.S. investment access for more access in China is both foolish and against American interests. Yes, U.S. negotiators must press China to open wider to U.S. investors. But it is emphatically in America’s interests to separate that effort from whether to permit cash to flow from China into the United States. The United States should welcome capital from China, regardless of what Beijing’s state planners have to say about foreign investment in China. For 30 years, China has grown stronger by opening its door wider to FDI, irrespective of overseas openness. The United States should do the same, or risk Chinese firms setting up plants in Ontario instead of Michigan, or Juarez instead of El Paso. 

The sovereign wealth fund fails – and the U.S. rejects expertise because of past failure

Steinbock, 12 — research director of International Business at The India, China, and America Institute, and Visiting Fellow at Shanghai Institutes for International Studies (China), (Dan, “Why Chinese FDI Remains Marginal in the United States”, EconoMonitor, 2/29/12, http://www.economonitor.com/blog/2012/02/why-chinese-fdi-remains-marginal-in-the-united-states/)//JL
Between 2005 and 2010, China’s FDI abroad soared from an annual average of below $3 billion to more than $50 billion, bringing its total global FDI stock abroad to over $300 billion. In the past, most of this investment was still concentrated on developing countries and a few resource-rich developed economies. But things are changing. During the ongoing decade, Chinese FDI will shift more toward developed economies. In China, structural adjustment tends to fuel outward investment. Typically, companies invest in a broad array of U.S. industries, especially in sectors hit by adjustment pressures in China, including real estate and renewable energy. In 2010, China’s FDI stock in the U.S. was estimated at $5.9 billion, which indicates an increase of almost 400 percent in comparison to 2008. However, this momentum has not been sustained. As China’s sovereign wealth fund expressed its interest in investing in U.S. and European infrastructure, Chinese investment in telecom infrastructure came under renewed scrutiny. A year ago, Chinese companies recorded a failure rate of 11 percent in their attempts at buying or merging with foreign firms, according to research firm Dealogic. The rate for the US was 2 percent and that for the UK 1 percent, respectively. In Washington, the challenges are often explained by the failure rate of Chinese companies, which is attributed to inexperience. And certainly, it is true that Chinese firms are very young and have substantial challenges in the foreign markets. In the United States, many of the established multinational corporations, from General Motors to Coca-Cola, were founded more than a century ago. Even the leading high-tech firms, such as H-P and Intel, are some half a century old. In contrast, Chinese companies that hope to become global must learn very much very quickly about new markets, competitors, regulatory systems, and cultures. Nonetheless, these challenges do not explain the relatively high failure rate. According to Chinese observers, protectionism has increased against Chinese companies, especially high-tech companies like Huawei and ZTE.

can’t solve stimulus

The source of the money is relevant – if initial investment isn’t from the U.S., it means workers work for debt instead of money

Walton, 3/8/12 - A.B. 1974 Economics/Accounting, Muhlenberg College, columnist whose articles frequently appear in the Washington Post, staff writer for construction Digital, (John, “China Looking to Invest in U.S. Infrastructure”, Construction Digital, March 8, 2012, http://www.constructiondigital.com/under_construction/china-looking-to-invest-in-us-infrastructure)//JKahn

U.S. firms, however, are mostly opposed to the Asian in-sourcing as much needed jobs and revenue are being lost to foreign companies. The recent San Francisco-Oakland Bay Bridge project, for example, was awarded to one of China’s largest heavy-machinery makers, hurting local economies but ultimately saving hundreds of millions on the project. Speaking on the outsourcing trend, California Assemblyman Luis Alejo recently told the NPR, “It gives thousands of (US) families those jobs, and then those pay checks and their subsequent spending ends up going back into our (the US) economy. And so now all that money has permanently disappeared from California.” Whether state and federal officials will choose savings over job creation and national economic growth remains to be seen in the coming infrastructure renewal in the U.S., but an increasing number of Chinese companies are looking to share in some of the action. 

Foreign investment’s useless – domestic investment’s the only way to solve stimulus

Lind, 10 — Policy director of the Economic Growth Program at the New American Foundation (Michael, “Can infrastructure-led growth save the economy?”, Salon.com, 7/13, http://www.salon.com/2010/07/13/lind_taxes_borrowing_infrastructure/)//JL

What about private foreign demand? In the past, some countries like Japan and Sweden have managed to grow in the aftermath of asset bubbles with the help of foreign export markets and currency devaluations. Could the U.S. export its way out of prolonged stagnation? The Obama administration seems to think so. But President Obama’s bold aim of doubling exports is at odds with his small-bore proposals: more poultry sales to China, more pork sales to Russia, and more American exports to Colombia. We are expected to believe that the Obama administration will accomplish a remarkable expansion of U.S. exports without retaliating against China for its currency manipulation, devaluing the dollar against Asian currencies and the euro, preventing imports from growing even more rapidly, or practicing anything that could be denounced by Republican conservatives and the Robert Rubin/Wall Street wing of the Democratic Party as “industrial policy.” Even if the U.S. were genuinely committed to increasing exports, such a policy would be unlikely to succeed. Proponents of global rebalancing argue, correctly, that trade deficit nations like the U.S. should export more, while trade surplus countries like China, Japan and Germany should import more — including more American products. But despite paying lip service to rebalancing, China, Japan and Germany still hope to export their way out of the recession. How can much-hyped American “green exports” in particular lead American growth, if the rest of the world wants to sell windmills, solar power and high-speed trains to us, rather than buy from us? To make matters worse, the austerity programs being adopted by many European countries will shrink the European consumer market, and a weak euro and stronger dollar will hurt American exporters as well. In theory, foreign public demand could replace American consumer demand. However, there are few cases of public procurement in one country driving export growth in another, although Japanese industry benefited from its role as a supplier to the U.S. during the early Cold War. A civilian equivalent today would be infrastructure-led growth in Africa and other developing regions, paid for by government borrowing or foreign direct investment. But the money is not there. And if it were, can anyone seriously believe that American businesses would not be largely locked out of public procurement in the global South by the mercantilist nations of Asia and Europe, which do not share American concerns about free markets, industrial espionage and human rights? American multinationals that do take part in infrastructure-led growth in the developing world are likely to hire local labor and to source inputs from all over the world, rather than use raw materials and products that are made in America. If neither foreign private demand nor foreign public demand can compensate for the loss of American private domestic demand, then the only possible source of increased demand for American goods and services that remains is public domestic demand. American government at all levels may need to provide much of the missing demand for American businesses and labor, for the decade or longer that is needed for private sector deleveraging in the aftermath of America’s asset bubble. To avoid competing with private enterprise, the government should produce public goods that increase overall productivity and that the private sector has no incentive to provide, in good times or bad, such as infrastructure and social services like policing, health care, education and care for the young and old. In addition to mobilizing idle resources and labor directly, both infrastructure and public service spending could help business in general by boosting the purchasing power of Americans who are now unemployed. Infrastructure-led growth could boost private-sector productivity if it lowered energy costs for businesses and households, reduced freight and passenger congestion or increased the efficiency of telecommunications while lowering the cost. At the same time, infrastructure-led growth could bolster American manufacturers and suppliers and prepare for an export rebound in the future, as long as Buy American laws required that all infrastructure inputs like steel, concrete and electronic components, and all equipment used to construct infrastructure, including machine tools and construction vehicles, must be made in the U.S. If the World Trade Organization were to rule against such a Buy American policy, then the U.S. should demand a change in WTO rules, on penalty of unilateral U.S. withdrawal and the collapse of the WTO. Buy American policies should be combined with Hire American policies that provide jobs for many of the American citizens and legal immigrants who formerly worked in construction. Following decades in which private residential construction encouraged illegal immigration, public infrastructure construction should deter it. How should we pay for public domestic demand-led growth? By more borrowing and by higher taxes that fall disproportionately on the rich. Both would channel now-idle savings into enhancing the infrastructure networks and manufacturing base of the U.S. Infrastructure projects that enhance American productivity should be paid for by borrowing, with their costs repaid more rapidly over decades or generations with the help of the more rapid economic growth that they make possible. If more federal borrowing is blocked by the irrationality of deficit hawks and the ignorance of many populists who do not understand public finance, then money for infrastructure should be raised by tax-favored municipal bonds, like Build America Bonds (BABs), and/or by the creation of public investment banks, like a national infrastructure bank, that can raise funds by issuing their own government-backed but off-budget bonds. Deficit hysterics to the contrary, U.S. federal, state and local debt, along with the “agency debt” issued by government-sponsored enterprises, will continue to provide desirable, safe investments for investors at home and abroad.

links to politics

Links to politics – congress is inherently protectionist, and opposes Chinese investment at all costs

BBC ’10 (“Agency urges U.S. not to be ‘over-sensitive’ about Chinese Investments”, BBC Monitoring Asia-Pacific, 7/6/10, Lexis)
As a matter of fact, the joint venture is a win-win project for both the Chinese and US companies. For Angang, the project would help expand its international market, while for the Steel Development Co., the effort will lower costs and speed up its globalization.  It is obvious that the baseless accusations against the project not only harm the interests of the Chinese company, they also hurt the US company as well.  In recent years, on the one hand, some American politicians have repeatedly complained about the imbalance of US-China trade, and on the other, the US side has limited the export of its technology-intensified products to China and made hindrance to Chinese companies's investment in the US.  It is known to all that Chinese companies' direct investment in the United States is one solution to the imbalance, but if the American side follows the logic of the above-mentioned congressmen, it will only make things worse.  By root, the logic of those congressmen reflects the over-sensitive psychology of certain US politicians towards China. It also signals their tendency towards protectionism.  Nowadays, to fight against investment protectionism has beome a common promise of the international community.  

The counterplan links to politics – suspicions, lobbies, and national security concerns

Rosen and Hanemann, 11 – professor at Columbia University, Fellow with the Peterson Institute for International Economics, and Senior Advisor for International Economic Policy at the White House National Economic Council and National Security Council, AND*  is Research Director at the Rhodium Group, specializing in China’s macroeconomic development and the implications for global trade and investment flows (Daniel & Thilo, “An American Open Door?: Maximising the Benefits of Chinese Foreign Direct investment”, May 2011, http://www.ogilvypr.com/files/anamericanopendoor_china_fdi_study.pdf)//JKahn

The greater concern is not U.S. policy, but U.S. politics, which is prone to capriciousness and ends up diverting the benefits of Chinese direct investment to workers and communities in other nations if not corrected. Political interference in the FDI screening process, whether to protect special interests here from economic competition or to pursue a “fortress America” vision of national security, will have a toxic effect on even the most well-thought-out policy regimes. As shown in Section IV, it already has, as Chinese investments have been subject to serious politicization, an outgrowth of unfamiliarity, suspiciousness, lobbying efforts by vested interests, and the complexity of the overall U.S.–China relationship. One cannot eliminate political interference in a participatory democracy, but the consequences must be recognized and moderated. We must always keep the pressure on CFIUS to catch threats to America. But while CFIUS reviews are predictable, random eruptions of protectionism masquerading as national security concerns are not. Even the modest level of Chinese direct investment to date has stoked political fires, though America’s door to China so far has remained open. Keeping it open in the future will take work, but it can be done. An open door is no guarantee that people will walk in, though. Doors are open to China all around the world—a world in which America is no longer the only place to set up shop. Here, we offer recommendations to promote each of these concluding imperatives: maintaining the best security screening process, keeping America’s door open to the benefits of China going global, and more actively attracting the right investments from China so the benefits for Americans are assured.

The counterplan links to politics – requires congressional approval which ensures resistance

Rosen and Hanemann, 11 – professor at Columbia University, Fellow with the Peterson Institute for International Economics, and Senior Advisor for International Economic Policy at the White House National Economic Council and National Security Council, AND*  is Research Director at the Rhodium Group, specializing in China’s macroeconomic development and the implications for global trade and investment flows (Daniel & Thilo, “An American Open Door?: Maximising the Benefits of Chinese Foreign Direct investment”, May 2011, http://www.ogilvypr.com/files/anamericanopendoor_china_fdi_study.pdf)

The other gatekeeper to approval for investing in America, however, is national politics more broadly, especially the Congress. Politicians’ power to threaten to impose unacceptably high costs on potential investments gives them an ability to almost veto specific deals for reasons not limited to true national security. Such politicization, in an era of general anxiety about China’s rise, presents a very serious threat to the functioning of the direct investment screening process. Chinese investors, though attracted by the United States’ wealthy consumer base, skilled labor, sound regulatory environment, and impressive technology and knowhow, are confused and cynical about the relationship between policy and politics. The bulk of Chinese investments go through without a problem today; most obviously do not require a review for national security, or they are greenfields, and those that do require review almost always get a fair hearing. But the signals from Washington are mixed, and do not come just from CFIUS. Within the national security community, voices are advocating for a more onerous screening. The politicization in a handful of prominent cases has left the impression that Chinese investment is not welcome in the United States (see Box 4). The consequences of the mixed signals between our two American doormen are not so acute now, but they certainly will be in the future.

at – benefits shield link to politics

The counterplan links to politics – Chinese investment creates massive congressional suspicion despite perception of benefits 

Rosen and Hanemann, 11 – professor at Columbia University, Fellow with the Peterson Institute for International Economics, and Senior Advisor for International Economic Policy at the White House National Economic Council and National Security Council, AND*  is Research Director at the Rhodium Group, specializing in China’s macroeconomic development and the implications for global trade and investment flows (Daniel & Thilo, “An American Open Door?: Maximising the Benefits of Chinese Foreign Direct investment”, May 2011, http://www.ogilvypr.com/files/anamericanopendoor_china_fdi_study.pdf)//JKahn
However, surging Chinese investment has triggered anxieties as well as excitement among Americans. Major Chinese investment overtures have foundered in recent years, creating uncertainty and ill will between the two nations. Though the legally mandated screening organ for national security risks, the Committee on Foreign Investment in the United States (CFIUS), generally has operated in a fair manner, bad publicity stirred up by the threat of congressional interference is having a chilling effect on Chinese readiness to invest in the United States by sending confusing and unclear messages. Nowadays, whenever a Chinese investment proposal is announced, the first question the media poses is not how many jobs it might create, but whether groups in Washington will try to block it, with little regard for whether there is actually any threat entailed. This is ironic, as most China-backed deals are not covered by CFIUS, and those that are almost always receive proper hearings. Moreover, because such hostile receptions scare away needed—and legitimate—investment, invite retaliation against U.S. firms abroad, and distract Americans from the serious task of assessing real security concerns, they are dangerous to the national interest. Here, the example of Japan is instructive. Japan’s first investments in the United States during the 1980s were almost as controversial as China’s, but in the following years, U.S. affiliates of Japanese companies invested hundreds of billions of dollars in the United States, and today employ nearly 700,000 Americans.

at – treasury bonds nb

China won’t sell U.S. treasuries – export hedging and Yuan inflation

CBS, 09 (Charles Wallace, staff writer, “Why China Won't Dump the Dollar Any Time Soon”, CBS News, April 9, 2009, http://www.cbsnews.com/8301-505123_162-36740201/why-china-wont-dump-the-dollar-any-time-soon/)//JKahn

There's been a lot of talk lately about how unhappy China has become about its financial dependence on the U.S. Chinese Premier Wen Jibao said he was a "little bit worried" about China's huge investments in the U.S., and the Chinese central bank even suggested that it might be a good idea if the U.S. dollar was no longer the international reserve currency. You may be wondering what events 5,000 miles away might have to do with the American consumer. As it turns out, there are two big ways in which Chinese actions could hit Americans in the pocketbook: First, and most obvious, are the repercussions should the dollar fall significantly against the Chinese yuan. That would mean higher prices in stores like Wal-Mart and Target, which import lots of goods from China. Second, and potentially much more serious, China could grow so concerned about its investments in U.S. Treasury bonds that it might stop buying them -- and could even start selling. That would force up U.S. interest rates, hobbling the government's efforts to stimulate the economy while also making car loans and credit card interest much more expensive. That too could lead to a decline in the value of the dollar, causing inflation in the U.S. to spike upward. Here's why I don't think either scenario seems likely. The first is the Chinese have huge reserves of U.S. investments. According to Brad Setser, an academic who closely follows what the Chinese do with their money, the Chinese own about $750 billion in U.S. Treasuries, widely considered the safest form of debt, $500 billion worth of bonds from government-controlled mortgage lenders Freddie Mac and Fannie Mae, $150 billion of U.S. corporate bonds and $100 billion in American stocks. If China let the yuan rise against the dollar,all those investments would be worth less in China's own currency. Needless to say, that's not exactly in China's best interest. However, like every investor in America, the Chinese have recently watched their U.S. bond and stock holdings decline sharply in value. Those losses, in fact, were probably what Wen had in mind when he opened his mouth, not U.S. Treasuries. Anyone with large holdings of U.S. Treasuries lucked out this year, as they were among the world's best performing assets. While some pundits have expressed the view that the Chinese have fallen in a dollar trap in which the Chinese have no choice but to maintain their U.S. investments, I think they made an extremely good investment decision. Was this an accident by Beijing? The Chinese likely understood that there was some risk in their dollar investments, especially those volatile stocks, and have since scaled back those investments (like many American investors), according to Setzer. But China also knows that holding all those dollars is good policy because that props the value of the dollar against the Chinese currency. A strong dollar makes Chinese exports cheap for American consumers. As a result, a huge export boom lifted the Chinese economy over the past three decades. That's also why the Chinese are unlikely to shift out of dollars into another reserve currency. What would it be? The Chinese plan, outlined by the country's central bank governor, Zhou Xiaochuan, suggested replacing the dollar with special drawing rights, or SDRs, a hypothetical currency used by the International Monetary Fund. SDRs are basically a basket of currencies -- dollars, yen, British pounds, and euros. While SDRs have most fallen out of favor, there's nothing to stop the Chinese from diversifying their huge reserves into these other three currencies. But they haven't. Instead they have opened so-called swap arrangements with a few countries like Argentina, Indonesia and Malaysia. Under these deals, China has lent an estimated $100 billion worth of yuan to these countries' central banks so that importers in those places can buy directly from China without using dollars. It's an early sign the Chinese are trying to diversify away from dollar-denominated trade and bears watching. But so far they involve only a tiny component of China's export market, which continues to depend heavily on the U.S. and Europe. Like investors worldwide, the Chinese remain afraid that the U.S. will devalue the dollar via inflation -- in essence, by printing of trillions of dollars to pay for huge budget deficits. Perhaps it's not suprising that they should express a "little worry" about their massive dollar holdings. If the U.S. dollar declines, they'll be among the first to be impacted. Despite those worries, though, China is increasing its U.S. Treasury holdings, a sign that they still have confidence in the U.S. government and its ability to repay its debts. No other currency is so widely used in trade, and all major commodities are still priced in dollars. As a result, it's still in China's best interest to maintain a majority of its assets in dollars. 

China won’t sell treasuries

CRS ’09 – Congressional Research Service, Wayne M. Morrison, specialist in Asian Trade and Finance, Marc Labonte, specialist in macroeconomic Policy, (“China’s Holdings of U.S. Securities: Implications for the U.S. Economy”, July 30, 2009, www.crs.gov)

Other observes counter that it would not be in China’s economic interest to suddenly sell off its U.S. investment holdings. Doing so could lead to financial losses for the Chinese government, and any shocks to the U.S. economy caused by this action could ultimately hurt China’s economy as well. The issue of China’s large holdings of U.S. securities is part of a larger debate among economists over how long the high U.S. reliance on foreign investment can be sustained, to what extent that reliance poses risks to the economy, and how to evaluate the costs associated with borrowing versus the benefits that would accrue to the economy from that practice. Because of its low savings rate, the United States borrows to finance the federal budget deficit and its capital needs in order to enjoy healthy economic growth. It therefore depends on countries with high savings rates, such as China, to invest some of its capital in the United States.

Chinese debt conversion would be meaningless – the government controls interests rates which prevent market collapses – and it only makes the more competitive
Krugman, 10 – Professor of economics and international affairs at Princeton University, former professor at Yale University, Stanford, and MIT, Ph.D. from MIT, columnist for the New York Times, (Paul, “Taking On China”, NY Times, March 15, 2010, http://www.nytimes.com/2010/03/15/opinion/15krugman.html)//JKahn

Tensions are rising over Chinese economic policy, and rightly so: China’s policy of keeping its currency, the renminbi, undervalued has become a significant drag on global economic recovery. Something must be done. To give you a sense of the problem: Widespread complaints that China was manipulating its currency — selling renminbi and buying foreign currencies, so as to keep the renminbi weak and China’s exports artificially competitive — began around 2003. At that point China was adding about $10 billion a month to its reserves, and in 2003 it ran an overall surplus on its current account — a broad measure of the trade balance — of $46 billion. Today, China is adding more than $30 billion a month to its $2.4 trillion hoard of reserves. The International Monetary Fund expects China to have a 2010 current surplus of more than $450 billion — 10 times the 2003 figure. This is the most distortionary exchange rate policy any major nation has ever followed. And it’s a policy that seriously damages the rest of the world. Most of the world’s large economies are stuck in a liquidity trap — deeply depressed, but unable to generate a recovery by cutting interest rates because the relevant rates are already near zero. China, by engineering an unwarranted trade surplus, is in effect imposing an anti-stimulus on these economies, which they can’t offset. So how should we respond? First of all, the U.S. Treasury Department must stop fudging and obfuscating. Twice a year, by law, Treasury must issue a report identifying nations that “manipulate the rate of exchange between their currency and the United States dollar for purposes of preventing effective balance of payments adjustments or gaining unfair competitive advantage in international trade.” The law’s intent is clear: the report should be a factual determination, not a policy statement. In practice, however, Treasury has been both unwilling to take action on the renminbi and unwilling to do what the law requires, namely explain to Congress why it isn’t taking action. Instead, it has spent the past six or seven years pretending not to see the obvious. Will the next report, due April 15, continue this tradition? Stay tuned. If Treasury does find Chinese currency manipulation, then what? Here, we have to get past a common misunderstanding: the view that the Chinese have us over a barrel, because we don’t dare provoke China into dumping its dollar assets. What you have to ask is, What would happen if China tried to sell a large share of its U.S. assets? Would interest rates soar? Short-term U.S. interest rates wouldn’t change: they’re being kept near zero by the Fed, which won’t raise rates until the unemployment rate comes down. Long-term rates might rise slightly, but they’re mainly determined by market expectations of future short-term rates. Also, the Fed could offset any interest-rate impact of a Chinese pullback by expanding its own purchases of long-term bonds. It’s true that if China dumped its U.S. assets the value of the dollar would fall against other major currencies, such as the euro. But that would be a good thing for the United States, since it would make our goods more competitive and reduce our trade deficit. On the other hand, it would be a bad thing for China, which would suffer large losses on its dollar holdings. In short, right now America has China over a barrel, not the other way around. So we have no reason to fear China. But what should we do? Some still argue that we must reason gently with China, not confront it. But we’ve been reasoning with China for years, as its surplus ballooned, and gotten nowhere: on Sunday Wen Jiabao, the Chinese prime minister, declared — absurdly — that his nation’s currency is not undervalued. (The Peterson Institute for International Economics estimates that the renminbi is undervalued by between 20 and 40 percent.) And Mr. Wen accused other nations of doing what China actually does, seeking to weaken their currencies “just for the purposes of increasing their own exports.” But if sweet reason won’t work, what’s the alternative? In 1971 the United States dealt with a similar but much less severe problem of foreign undervaluation by imposing a temporary 10 percent surcharge on imports, which was removed a few months later after Germany, Japan and other nations raised the dollar value of their currencies. At this point, it’s hard to see China changing its policies unless faced with the threat of similar action — except that this time the surcharge would have to be much larger, say 25 percent. I don’t propose this turn to policy hardball lightly. But Chinese currency policy is adding materially to the world’s economic problems at a time when those problems are already very severe. It’s time to take a stand.

at – debt nb

Debt Reduction measures fail- spending is key 

Kitromilides ’11 – PhD in Economics, Economic Research Officer at the Commonwealth Secretariat, taught at the University of Greenwich, Principal Lecturer in Economics and head of the Economics Division, (Yiannis, “Deficit reduction, the age of austerity and the paradox of insolvency”, 2011, UMich Library, http://www.metapress.com.proxy.lib.umich.edu/content/u73066175250k321/fulltext.pdf)
The European debt crisis in 2010 resulted in the adoption of fiscal austerity measures in many European economies, and produced demands for the adoption of similar policies in the United States. This paper examines whether the implementation of immediate fiscal austerity during a fragile economic recovery is justified and whether it is the best means of achieving deficit reduction. The paper points out that although the austerity strategy can lead to deficit reduction and prevent insolvency in the case of an indebted individual, this may not necessarily be the outcome in the case of national indebtedness. The problem is accentuated when austerity measures are replicated in many interdependent economies. The paradox is in general valid when it is assumed that fiscal policy is effective and that fiscal multipliers are positive, assumptions that the New Consensus Macroeconomics theoretical framework that underpins the austerity strategy, inappropriately, rejects. The overall conclusion is that “synchronized” fiscal austerity cannot solve the problem of ballooning public debts that need to be tackled in conjunction with attempts to reform the international banking and financial system. Support for the “age of austerity” strategy is based on three major arguments. First, fiscal policy is ineffective, there are no traditional Keynesian multiplier effects, and therefore fiscal stimulus or fiscal contraction has no macroeconomic effects; second, current “wartime” levels of public indebtedness are unsustainable, and they pose a threat to economic growth and price stability; and third, financial markets, like any lender, are anxious and nervous about ballooning fiscal deficits. Because markets can suddenly lose their patience with devastating consequences for theborrowers, governments with big deficits, like individuals with big debts, must implement austerity measures now in order to convince the lenders that they are serious about dealing with their debt problems. Critics of the strategy question the validity of all three arguments. Contrary to the claims of the NCM, fiscal policy can be effective and fiscal multipliers are generally positive; it is an unproven assertion that there are universal, in time and space, thresholds of public indebtedness that reduce, when exceeded, economic growth; and finally, austerity measures that are appropriate in reducing individual indebtedness and preventing individual insolvency are not necessarily appropriate in dealing with problems of national indebtedness. If fiscal policy is ineffective and fiscal multipliers are zero, as claimed by the NCM theoretical framework, then the “paradox of insolvency” is invalid and fiscal austerity can, in fact, achieve deficit reduction because there will be no net deflationary effect. Furthermore, the austerity measures may even have an expansionary effect in the long run if optimistic expectations “inspired” by the measures stimulate private-sector growth sufficiently to neutralize any deflationary effect of “savage” public spending cuts. However, after examining the relevant theoretical arguments and evidence (Arestis, 2009), we do not find this argument plausible and it does not invalidate the general conclusion of this paper that a deficit reduction plan that is appropriate in the case of an individual debt may not be appropriate in dealing with government debt, especially when there is “synchronized” fiscal austerity. With regard to the fear-mongering that the markets will react adversely to the absence of immediate and savage fiscal austerity, the markets themselves appear to be providing a different answer. At least in the case of Greece, Ireland, Spain, and Portugal, it appears that the markets are not pacified by the imposition of the “age of austerity” because there are serious doubts whether the “age of austerity” will, in fact, achieve the intended outcome of rapid fiscal consolidation. The problem of ballooning public debt is a long-term problem requiring long-term solutions. The solution to the problem should not be based on a short-term reaction to market jitters. It is, above all, a problem that is inextricably connected with the problem of reforming the global banking and financial system. The two problems need to be tackled together not separately. In the battle to win public acquiescence for the “age of austerity,” the analogy between individual and national indebtedness, however inappropriate and misleading, is indeed very useful, particularly when combined with scare-mongering and moralizing about indebtedness: it helps to conceal the real objective of this “austere doctrine,” which is not deficit reduction but reduction of the public sector whatever the cost in terms of unemployment. 

The aff stimulates the economy better – independently means debt is also irrelevant

Johnson and Kwak, 09 – Ronald A. Kurts Professor of Entrepreneurship at the MIT Sloan School of Management, AND* associate professor at the University of Conneticut School of Law (Simon and James, “National Debt for Beginners”, NPR, 2/4/2009, http://www.npr.org/templates/story/story.php?storyId=99927343)//JL
It is accepted among virtually all economists that some government debt, sometimes, is a good thing. In a recession, tax revenues fall, and you need more money for social programs such as unemployment insurance, so the government should go into deficit. Fiscal conservatives, however, would say that these deficits during hard times should be balanced by surpluses during good times, so that over the long term the government budget remains in balance. While this simple notion is appealing, there is no particular reason it must be true. Imagine that the government has some amount of debt, say 20 percent of its gross domestic product, or GDP, at the beginning of the year. Assume it retires none of the debt, but it does pay off the interest on the debt, and its budget is exactly balanced. The next year, debt will be less than 20 percent of GDP, because GDP almost always goes up. Clearly the government can sustain the same level of debt by running small deficits forever, as long as GDP is increasing, because GDP is a close proxy for the tax base. And the higher your level of economic growth, the more additional debt you can take on each year. There are some negative effects of government debt, to be sure. Government bonds compete with corporate bonds for investors' money, which pushes up interest rates for everyone. And if the government is absorbing a larger proportion of the capital available, there is less for the private sector. But debt is not necessarily all bad; as with households and companies, it depends on what you are doing with the money you borrow. For example, it can make sense for you to borrow money to pay for college or professional school, because higher education increases your lifetime earning potential. For many people, the increase in expected earnings more than compensates for the cost of the debt. The same logic explains why companies take on debt. If you want to build a new factory for your faster-than-light hovercraft, you don't want to have to wait 20 years until you've accumulated enough profits from your sub-light hovercraft to pay for it; you want to borrow the money now, build the factory, and use the gigantic profits from the faster-than-light hovercraft to pay back the debt.

Debt is key to U.S. financial stability

MacDonald ’11 – chairman and CEO of Allianz Life of North America, (Robert W: Chairman and CEO of Allianz Life of North America, one of best-known, fastest growing and most successful life insurance companies, “In Defense of the National Debt” , July 31st, 2011, http://bobmaconbusiness.com/?p=2303)

Exhibiting activity more frenetic than a nest of drugged-up ants besieged by a pack of crazed anteaters, the Washington politicos have created a phony financial crisis over the increase in our allowable national debt. Their objective is to set themselves up as the heroic cavalry riding to our rescue in the nick of time. As if that were not bad enough, like an infestation of tempestuous termites, the Congressional delegation of Tea Partiers is eating away at the very nature of how our government has functioned for over 200 years. Getting the Facts Straight There is a financial challenge facing America, but it is not nearly as perilous or complicated to resolve as the politicians and their co-conspirators in the media would have us believe. The politicians in Washington desperately want us to believe and fear a national debt as a scourge on the future of children. The Tea Party members, who exhibit about as much common sense as termite do-do, want us to believe that any compromise in dealing with the debt is worse than the debt itself. It is that sort of fanatical posture that obscures the truth, which is this: The financial crisis facing the country is not about debt; it is about the irresponsible way that debt has been incurred and is managed. It was Michael “Gordon Gekko” Douglas who famously said in the movie Wall Street, “Greed, for lack of a better word is good! Greed is right! Greed works! Greed clarifies, cuts through, and captures the essence of the evolutionary spirit.” In that same spirit it could be said that debt, for lack of a better word, is good. Debt works! Debt is efficient. Debt captures the essence of the spirit of what can be and makes the future more accessible and better. Greed itself is a natural stimulator and motivator; it’s the excesses of greed that are bad. Debt itself is a natural multiplier and tool to do better. The Political Argument The politicians – especially the Tea Party puppets – simplistically argue that we should not incur any additional debt and should pay off what we owe, because all debt is bad. But, that is ignorantly wrong-headed. Debt is not, in and of itself bad, it is the abuse of debt that is bad. The reality is that because of responsible and efficient use of private and public debt, American families enjoy the highest standard of living in history. The American economy is the largest in the world, and America has become a world power. Think for a moment what your family’s living standard and life style would be if debt did not exist. What type of car would you be driving if you had to pay cash for it? What style of home would your family be living in if mortgages did not exist and you were required to pay cash? What are the chances that your kids could attend the very best colleges if student loans were not available to help with tuition? How would your family be impacted if the car breaks down or a new washing machine is needed, but they can’t be fixed or replaced until there is enough money in the checking account to pay cash? If we were forced to go through life without access to credit (debt) then our living standard and life style would be significantly reduced. And what is true for our personal economies is true for our national economy. A strong, efficient and effective government needs public debt to maintain its position of world leadership. Fast Forward to 2011 When it comes to our government debt, it has been the constitutional responsibility of Congress to regulate and protect the credibility of debt assumed. For most of our history, Congress has done a good job controlling the appropriateness of debt assumed and raising revenues to meet its obligations. That is the reason why US government debt instruments have, for over a century, been viewed as virtually risk free. But recent irresponsible actions of Congress have created a significant risk that the confidence in American debt will deteriorate. In an effort to remain in power and pander to the electorate, Congress some 50 years ago began to seek the benefits of debt, without implementing parallel plans to repay for them. And the fallout from this failure of fiscal mismanagement has brought us to the very brink of debt default. And if that happens, all of us will be negatively impacted in some way. The road to this abysmal state has been littered with malfeasance and nonfeasance. Our debt management capabilities have so deteriorated that now nearly half of our new debt is incurred simply to stay current with payments on our old debt thereby creating a national debt Catch 22: If we don’t increase the debt limit we won’t be able to take on new debt to pay the old debt and if we default on the old debt, we won’t be able to raise new debt to keep going. Obviously, this is frustrating and it is what gives rise to movements like the Tea Party, but their “solution” to paralyze government and reject all debt will do more harm than good. What is needed to work out of this crisis is more fiscal discipline going forward. The general Republican plan to solve the problem by simply reducing expenses, without any increase in revenues is only half the answer and will actually make the situation worse. The simplistic philosophy that any debt is bad will, if carried to its extreme, does more to damage the future of this country than the current unfunded debt. What is needed is a fundamental approach which requires that if we want to fund infrastructure, develop new sources of energy, provide health care for all citizens or fight a war, it is okay to do so with debt, so long as we are willing to identify, collect and allocate a defined stream of revenue to pay the debt. It is the way we always ran our government and should do so again. We can’t reduce or ignore the current debt – which is basically unfunded – because the money has already been spent. To assure that the current debt will be manageable and that the creditors remain confident in the “full faith and credit” of our government, additional revenues will be needed. It may be painful but is necessary medicine for past financial irresponsibility. And the moral of the story … There is a simple, proven formula for families and governments to follow if debt is to be a tool for growth as opposed to an instrument of destruction: Debt is never assumed unless there are identified resources available and a plan to repay it.

debt good

American debt is good

Fogoros ’11 – bachelor's degree in economics from Duke University, doctorate in medicine from Ohio State University, (Richard, “Is Federal Debt Necessarily bad?”, The Covert Rationing Blog, 4/18/11, http://covertrationingblog.com/economics-and-that/is-federal-debt-necessarily-bad) 
Clearly, not all national debt is bad. Sometimes, just as President Obama insists, acquiring debt can be an investment in the future.  In fact, Hamilton’s great insight was that national debt can be the engine of economic growth. When the government borrows money to build out the national infrastructure, to provide easier access to markets, to provide easier transportation of goods, to provide easier access to energy, and to provide a stronger military to guarantee that its investments are safe, the government is doing what businesses do when they want to grow. It is borrowing money today that will generate economic growth, and that will, in turn, repay that borrowed money with interest. That’s good debt.  When Hamilton bailed out the various states and the private investors, he was essentially buying up war debt. He was taking upon the federal government the responsibility for paying for the war that had created the United States in the first place. In economic terms the Revolutionary War was like the high-risk start-up that exhausts its funding in creating its product. While the product of their effort (i.e. independence) was intrinsically very valuable, the various states had bankrupted themselves in achieving it. And because the states were bankrupt, commerce was paralyzed, and the new country was about to break up into warring factions. Hamilton saw that by creating a central entity to buy up the debt, and to raise capital against the country’s new independence, he could realize the intrinsic value of the new nation. Hamilton’s debt, because it was truly a catalyst to pent-up economic potential, was good debt. It truly was an investment in the nation’s future, one that paid off for future generations of Americans beyond even his wildest dreams.

U.S. debt is necessary to rebuild America

Kohn ’11 – senior staff writer for U.S.A. today, (Sally, “Don’t believe the Hype about U.S. debt”, USA Today, 5/24/11, http://www.usatoday.com/news/opinion/forum/2011-05-24-Dont-believe-national-debt-hype_n.htm)

After all, what makes a company like IBM successful isn't just that it makes money each quarter and has high stock values in the short term. IBM is successful in the long term as well because it invests in future business opportunities — borrowing money to develop new areas of practice that ultimately grow the company, earn more profit and pay those loans back.  Similarly, especially now that government revenues are historically low because of tax cuts as well as a sluggish economy, the United States must borrow money to invest in future opportunity for the nation as a whole.  Consider the aftermath of the Great Depression, when the U.S. invested in the federal highway system that not only created jobs in the short term but also literally paved the way for all kinds of business growth and entrepreneurship across America.  Similarly, public investments in education created a generation of small-business owners, Silicon Valley innovators and, yes, Navy SEALs. Industries such as aerospace, computing and biotech would not exist today were it not for our substantial government investments in the past.  Today, our government needs to borrow money to send the next generation of scientists to college, to invest in green technologies that will solve our energy problems in the coming years, and to ready our nation's infrastructure for the next great American invention that will captivate the global market.
