***AFFIRMATIVE***

Non-Unique – Inflation
Massive inflation by the end of the year – we printed too much money

Kirven, 2012  - Lubbock Invest,  (Romeyo, PR newswire June 18, 2012 Inflation Soars: Expert Gives Tips on Keeping Money Safe http://www.sacbee.com/2012/06/18/4569920/inflation-soars-expert-gives-tips.html June 21, 2012)

Voices across the country are sounding alarms about an impending financial crisis, including a local expert, who says this will result in drastically increased prices on common goods. Everyday citizens see minor indications of this at the pump and the grocery store. But LubbockInvest CEO, Blake Templeton, warns massive inflation, expected to hit in the latter part of 2012 or early 2013, could change everything for comfortable American residents. The National Inflation Association reports show in the last two years the U. S. has printed more money than they have in the prior 100 years of existence. Taxing 100 percent of the nation's income would still not be enough to balance the federal budget.

Non-Unique - Hyperinflation Inevitable due to asset price collapses and Federal Reserve printing money

Lira, 2010- Freelance writer for Business Insider [Gonzalo, 8/23/2010, “How Hyperinflation Will Happen”, Gonzalo Lira, accessed 6/21/12, http://gonzalolira.blogspot.com/2010/08/how-hyperinflation-will-happen.html]

Right now, the U.S. government is indebted to about 100% of GDP, with a yearly fiscal deficit of about 10% of GDP, and no end in sight. For its part, the Federal Reserve is purchasing Treasuries, in order to finance the fiscal shortfall, both directly (the recently unveiled QE-lite) and indirectly (through the Too Big To Fail banks). The Fed is satisfying two objectives: One, supporting the government in its efforts to maintain aggregate demand levels, and two, supporting asset prices, and thereby prevent further deflationary erosion. The Fed is calculating that either path—increase in aggregate demand levels or increase in aggregate asset values—leads to the same thing: A recovery in the economy. This recovery is not going to happen—that’s the news we’ve been getting as of late. Amid all this hopeful talk about “avoiding a double-dip”, it turns out that we didn’t avoid a double-dip—we never really managed to claw our way out of the first dip. No matter all the stimulus, no matter all the alphabet-soup liquidity windows over the past 2 years, the inescapable fact is that the economy has been—and is headed—down. But both the Federal government and the Federal Reserve are hell-bent on using the same old tired tools to “fix the economy”—stimulus on the one hand, liquidity injections on the other. (See my discussion of The Deficit here.) It’s those very fixes that are pulling us closer to the edge. Why? Because the economy is in no better shape than it was in September 2008—and both the Federal Reserve and the Federal government have shot their wad. They got nothin’ left, after trillions in stimulus and trillions more in balance sheet expansion— —but they have accomplished one thing: They have undermined Treasuries. These policies have turned Treasuries into the spit-and-baling wire of the U.S. financial system—they are literally the only things holding the whole economy together. In other words, Treasuries are now the New and Improved Toxic Asset. Everyone knows that they are overvalued, everyone knows their yields are absurd—yet everyone tiptoes around that truth as delicately as if it were a bomb. Which is actually what it is. So this is how hyperinflation will happen: 

Non-Unique – inflation will rise due to debt and falling exports

Worah 2012 – former research associate at the University of California, Berkeley [Mihir P. June Why Inflation Could Rise Over the Long Term PIMCO Access Date June 21, 2012. Ph.D. in theoretical physics from the University of Chicago. http://www.pimco.com/EN/Insights/Pages/Why-Inflation-Could-Rise-Over-the-Long-Term.aspx
Q: What is the secular outlook for inflation? Worah: We expect global inflation over the next three to five years – or even the next five to 10 years – to be higher than it has been over the last 20 years. While we do not expect double-digit inflation, we do see inflation gradually climbing higher than the close-to-2% core numbers that we have gotten used to in much of the developed world. There are a number of reasons for this, but two are most critical. First, in developed markets, there is a serious debt problem, and it is going to be hard for developed countries to grow out of it. Inflation is one of the only "solutions" that we see as likely to occur. Second, emerging markets for years have been a force of disinflation, exporting very low prices for goods and services, and we see that changing. Estimates vary, but the middle class in emerging markets could expand by about 2 billion people over the next two decades, and that means commodity-intensive uses could increase – as people move from mud to concrete, buy washing machines, cars and more. Thus, we see a secular rise in global commodities prices – with some cyclical dips – contributing to global inflation. A more indirect contributor to inflation could come in the form of emerging markets reaching a limit to the productivity “miracle” and that potentially translating to higher production costs and, ultimately, higher export prices. Finally, for the U.S. in particular, over a secular horizon we expect the dollar to decline against currencies in the higher growth regions, and that would be inflationary.

Non-Unique - Stagflation occurring now because of High energy, oil, and food prices 

Sinai, 08, chief global economist at Decision Economics, (allen, strategist and president, decision economics, inc.; “a weakened economy: how to respond?” September 9, 2008, june 21, 2012, hearing before the committee on the budget  house of representatives http://www.gpoaccess.gov/congress/house/budget/index.html)

Almost all countries around the world are seeing at the same time high or rising inflation. In fact, startlingly high in the last 6 or 8 months the number of countries, particularly the emerging world, which creates its own set of problems for policy. That is, the United States, besides having to deal with a weak and weakening economy, we think a prolonged situation of essentially stagnation. We also have to deal with inflation. It is a kind of stagflation. It is not the stagflation of the 1970s and 1980s, but it really is that. And the information and data, as one looks around the world, shows stagflation to have emerged around the world as well. Energy and oil prices and food prices are part of that, and that complicates policy even more because it is going to be impossible to deal with any one problem with only one kind of policy without taking account of other policies that deal with other problems and how they all interact. It is hard enough to deal with one policy and to use it effectively and at the right time to deal with a particular economic problem, let alone the multitude of problems that require an ammunition approach of many policies, all of which have byproducts and side effects in interacting with one another. I think if we come to thinking about it like that here in Washington and elsewhere, that will be very new in macroeconomic policy thinking. The prospect of stagflation in the United States and a weak economy and sticking high inflation creates a tough problem for policy short or long run. It is near impossible for the Federal Reserve to sort that one out, given the dual mandate; and fiscal policy is made much more difficult in that kind of situation as well.

Non-Unique – external factors like oil make inflation inevitable

Sinai, 08, chief global economist at Decision Economics, (allen, strategist and president, decision economics, inc.; “a weakened economy: how to respond?” September 9, 2008, june 21, 2012, hearing before the committee on the budget  house of representatives http://www.gpoaccess.gov/congress/house/budget/index.html)

For many countries individually, the rises of inflation appear as exogenous, rather than endogenously driven through the demand-pull of a strong economy; for example, crude oil and food prices. Cost-push to individual countries has come from rising oil, energy, food and commodity prices and generally as part of global demands and supplies, but in many countries now appears to be part of the inflationary process.

Non-Unique – the central bank is the Key cause of inflation

Saville, 2006- Financial writer for the speculative investor [Steve 7/11/06 The Speculative Investor, Gorwth Causes Inflation?, accessed, http://news.goldseek.com/SpeculativeInvestor/1162915260.php  6/19/12]

In a growing economy, the ONLY way the general price level can rise over a long period of time is via an increase in the supply of money. Furthermore, under the current monetary system it is the central bank that ultimately controls how much new money is created. That is, the central bank causes inflation.
Non-Unique – High energy prices ensure inflation and kill economy

Kreutzer, 2008, policy analyst the Heritage Foundation (David, “a weakened economy: how to respond?” September 9, 2008, june 21, 2012, hearing before the committee on the budget  house of representatives http://www.gpoaccess.gov/congress/house/budget/index.html)
Dr. Kreutzer. That is fine with me. Mr. Chairman, I want to thank you and the other members of the House Committee on the Budget for this opportunity to address you concerning responses to a weakened economy. Energy is critical to the operation of our economy and the maintenance and improvement of our standard of living. Restricting access to energy, as higher prices do, hurts the economy, drives down income and, of course, drives up prices of other goods. For the past several years, I have seen a dramatic increase in the price of petroleum and petroleum products. The price of petroleum doubled in the last year, although it has eased in the last two months. The resulting increases in gasoline, diesel fuel and heating oil prices not only directly impact household budgets, they reduce jobs and income as well. Just using the example of gasoline, the cost to the average household of a $1 per gallon increase in the price of gasoline reduces what they can spend on everything else by $1,100 per year. But the damage to the economy doesn't stop there just with household budgets. Producers must adapt to higher fuel costs as well. They can't pass their higher fuel costs on entirely to consumers. So they must cut production and, therefore, employment. In turn, these conditions put downward pressure on wages and salaries. The effect of higher petroleum prices in the U.S. is a weaker economy. The cause of higher petroleum prices is changes in supply and demand. In the past decade, worldwide demand for petroleum has grown faster than supply and has virtually erased spare capacity worldwide. When there was spare capacity on the order of 3 to 5 million barrels a day, which wasn't too long ago, the demand of a new car owner in the developing world could be met with additional lifting. In essence, the price of petroleum in this environment reflected the cost of getting the oil from the deepest well.

Inflation inevitable - Corn prices too high  

McDonald 12, writes for Big Picture Agriculture (Kay, “Will Price Inflation Of Meat, Corn, Food, And Farmland Continue?” February 26, 2012, June 20, 2012, http://seekingalpha.com/article/392901-will-price-inflation-of-meat-corn-food-and-farmland-continue)

Today's corn prices are triple the price they were three years ago. High corn demand and high gasoline and diesel prices are having a ripple effect throughout every component of the food and agriculture system. In 2011, we saw many grocery store food item prices rise by double digits and Midwestern farmland prices went up 25%, attributable to high corn and soybean returns for farmers. The consumer is getting squeezed at the supermarket and at the gas pump. According to the Bureau of Labor Statistics, in 2011, grocery store prices rose six percent on average, or nearly three times the rate of core price inflation excluding food and energy. The median American family spends ten percent of its after tax income on food, and 17 percent on food plus energy.

Non-Unique - Economy
Depression now due to low government spending. Empirical examples prove

Krugman, 2012 – prof of economics at MIT [Paul http://www.charlotteobserver.com/2012/06/09/3305371/reagan-vs-obama-on-public-spending.html

Access Date June 19, 2012 Reagan vs. Obama on public spending

There’s no question that America’s recovery from the financial crisis has been disappointing. In fact, the era since 2007 is best viewed as a “depression,” an extended period of economic weakness and high unemployment that, like the Great Depression of the 1930s, persists despite episodes during which the economy grows. And Republicans are, of course, trying to turn this dismal state of affairs to their political advantage. They love, in particular, to contrast President Barack Obama’s record with that of Ronald Reagan, who, by this point in his presidency, was indeed presiding over a strong economic recovery. You might think that the more relevant comparison is with George W. Bush, who, at this stage of his administration, was – unlike Obama – still presiding over a large loss in private-sector jobs. And the economic slump Reagan faced was much easier to deal with than our current depression. Still, the Reagan-Obama comparison is revealing. So let’s look at it. The truth is that on at least one dimension, government spending, there was a large difference between the two presidencies, with total government spending adjusted for inflation and population growth rising much faster under one than under the other. I find it especially instructive to look at spending levels three years into each man’s administration – that is, in the first quarter of 1984 in Reagan’s case, and in the first quarter of 2012 in Obama’s – compared with four years earlier, which in each case corresponds to the start of an economic crisis. Under one president, real per capita government spending at that point was 14.4 percent higher than four years previously; under the other, less than half as much, just 6.4 percent. OK, by now many readers have figured out the trick here: Reagan, not Obama, was the big spender. While there was a brief burst of government spending early in the Obama administration – mainly for emergency aid programs like unemployment insurance and food stamps – that burst is long past. Indeed government spending is falling fast, with real per capita spending falling over the past year at a rate not seen since the demobilization after the Korean War. Why was government spending much stronger under Reagan than in the current slump? Reagan’s big military buildup played some role. But the big difference was real per capita spending at the state and local level, which continued to rise under Reagan but has fallen significantly this time. And this, in turn, reflects a changed political environment. For one thing, states and local governments used to benefit from revenue-sharing – automatic aid from the federal government, a program Reagan eventually killed but only after the slump was past. More important, in the 1980s, anti-tax dogma hadn’t taken effect to the extent it has today, so state and local governments were much more willing to cover temporary deficits with temporary tax increases, thereby avoiding sharp spending cuts. In short, if you want to see government responding to economic hard times with the “tax and spend” policies conservatives always denounce, you should look to the Reagan era – not the Obama years. So does the Reagan-era economic recovery demonstrate the superiority of Keynesian economics? Not exactly. The truth is that the slump of the 1980s – which was more or less deliberately caused by the Federal Reserve, as a way to bring down inflation – was very different from our current depression, which was brought on by private-sector excess: above all, the surge in household debt during the Bush years. The Reagan slump was brought to a rapid end when the Fed decided to relent and cut interest rates, sparking a giant housing boom. That option isn’t available now because rates are already close to zero. America is suffering from a classic case of debt deflation: All across the economy people are trying to pay down debt by slashing spending, but, in so doing, they are causing a depression that makes their debt problems even worse. This is exactly the situation in which government spending should temporarily rise to offset the slump in private spending and give the private sector time to repair its finances. Yet that’s not happening. The point, then, is that we’d be in much better shape if we were following Reagan-style Keynesianism. Reagan preached small government, but in practice he presided over a lot of spending growth – and right now that’s exactly what America needs.

Economy weak now – lost productivity and low demand

Summers, 2008 – prof of economics at Harvard (lawrence , former secretary of the u.s. Department of the treasury,“a weakened economy: how to respond?” September 9, 2008, june 21, 2012, hearing before the committee on the budget  house of representatives http://www.gpoaccess.gov/congress/house/budget/index.html)

First, with respect to the economy, my judgment, which I think is widely shared, is that the American economy remains in a highly uncertain state with very significant risks to the downside. Weak employment statistics, contracting credit, diminishing confidence, likely further declines in housing prices and a slowing global economy all place negative pressures on the American economy. Even after the current downturn ends and growth resumes, the economy will be producing output significantly short of its potential. Losses in output relative to potential are likely to cost the economy $300 billion a year or more, or more than $4,000 for the average family over the next year or two. Experience suggests that, even after downturns end, unemployment continues to increase. Indeed, unemployment peaked in our last business cycle nearly 2 years after the officially dated end of the recession. All of this suggests that the balance of risks is towards a contraction and will be for some time, with particular concern surrounding the possibility of a vicious cycle in which declining economic performance exacerbates financial strains which feed back towards the economy. This judgment, that it is contraction rather than overheating, which is always an uncertain judgment, appears a more secure one today than it did 2 months ago with the weak economic statistics of the last 2 months and also the declines in commodity prices and increases in the value of the dollar. I believe, Mr. Chairman, that increased fiscal stimulus is the right response to this kind of economic downturn.

Economy will collapse now – unemployment too high and stimulus not enough

Spratt, 2008 - Chairman, House Committee on the Budget (Hon. John M. “A WEAKENED ECONOMY: HOW TO RESPOND?” SEPTEMBER 9, 2008, June 21, 2012, HEARING before the COMMITTEE ON THE BUDGET  HOUSE OF REPRESENTATIVES http://www.gpoaccess.gov/congress/house/budget/index.html)

Today, CBS has released this update, it is like the consensus forecast, that shows a dim outlook on the economy and the budget. On Friday, we received the latest jobs data. We show unemployment at a 5-year high, 6.1 percent. And, over the weekend, concerns about the housing and financial markets caused the government to take radical steps to control Fannie Mae and Freddie Mac, the secondary market firms that buy threequarters of all new mortgage loans made in this country. Nearly 7 months ago, in response to clouds gathering on the economy's horizon, the Congress passed and the President signed a $152 billion stimulus package of tax rebates for households and businesses. Our personal consumption and economic growth appear to have picked up as a result. A ticker tape of economic distress signals continues to play out, suggesting that, helpful as it may have been, the stimulus may also have not been enough. The worsening in housing, in jobs, inflation, the prospect that net exports may not bail us out if the economies of our trading partners continues to slow down and the shoes that keep dropping in the financial sector keep concerning us. While the economic statistics give us one measure of the economy, we need to keep in mind that the most important measure is Main Street America where the measure is clear, Americans are hurting economically in many different ways. And that is why we called this hearing, to consider what else, if anything, the Federal Government can do and how we can balance short-term assistance with fiscal responsibility.

Non-Unique – Capital Flight
Capital flight now – The US dollar rating dropped

New Straits Times 11 (Staff Writer Rupa Damodaran “Out of a quake, into a shock” August 15, 2011, June 20, 2012, Lexis]
JUST when we figured the winds of fury have abated along with the tsunami and earthquake which rattled Japan in March, one of our significant trading and industrial partners, comes another shock. The reverberations across global equity markets following Standard & Poor's sovereign downgrade of the US are still being felt and the aftershocks are being expected in the US (depending on how the US Federal Reserve will react next week) and elsewhere. The US, the world's largest economy, has been enjoying the prized S&P's "AAA" rating with the others of its ilk namely France, Germany, the UK, Hong Kong, Singapore and Australia before it slipped one notch to "AA+" because of its government debt, which has soared to US$14.3 trillion (RM42.9 trillion). According to S&P, one of the three major credit rating agencies in the world, the projected deficits in the years to come do not warrant the prime rating that the US has enjoyed since 1941. Credit ratings are important for countries as they seek international funding for development and any downgrade would mean higher borrowing costs. Malaysia enjoys an "A3" sovereign rating from Moody's while it is ranked an "A-" by S&P. On Thursday Fitch Ratings affirmed Malaysia's sovereign ratings with a stable outlook but expressed its concern about the structural weaknesses in the public finances as well as over dependence on petroleum-linked revenues. In the case of S&P, it has also cautioned that Malaysia could join the ranks of countries like India and Japan, which may have lower sovereign ratings because they have yet to come out of the 2008 economic meltdown. Just like rating agencies are being hurled accusations at in Europe, S&P is also facing the heat in Washington. But even if Paul Krugman may question S&P's credibility after the Lehman Brothers issue, saying the US downgrade should not be taken seriously, there are many immediate effects of the downgrade which will impact the frail economy. Prospects of a weaker economic growth in 2011 have given rise to the R word in US again, and soothsayers have warned that the bloodletting this time will be worse than before. Events in the coming days, weeks and months will reveal the degree of the volatility in the financial system following the downgrade and already the prospects of a third quantitative easing (QE3) have been reignited. One of the domestic rating agencies said a worst-case scenario could mean an extensive capital flight from US-centric assets, which would lead to a decline in the value of the US dollar. Would that lead to hot money entering our shores? Apart from the US, Asian economies are watching warily Europe's sovereign debt problems, the impact on financial stability and what gives to investor confidence.

Non-Unique - Employment
Transportation employment is increasing – newest reports

Rugaber, 2012 [Christopher – Staff Writer, Las Vegas Sun, June 1, U.S. economy adds 69,000 jobs in May, fewest in a year:

http://www.lasvegassun.com/news/2012/jun/01/us-economy-adds-69000-jobs-may-fewest-year/
Not all industries cut jobs. Manufacturers added 12,000 jobs. Transportation and warehousing created nearly 36,000. Education and health care added 46,000. In one of the few positive signs, more people began looking for work last month, but not all found jobs. The increase drove the number of unemployed to 12.7 million, which pushed up the unemployment rate slightly. The government doesn't count people as unemployed unless they are actively looking for work.

Non-Unique- Unemployment low now – newest reports prove

Marlar, 2012- Staff Writer [Jenny, 5/31/12 “U.S. Unemployment Drops in May, to a New Unadjusted Low,” Gallup Economy, Accessed 6/20/12, http://www.gallup.com/poll/155000/unemployment-drops-may-new-unadjusted-low.aspx]


WASHINGTON, D.C. -- U.S. unemployment, as measured by Gallup without seasonal adjustment, dropped to 8.0% in May, a new low since Gallup began measuring employment in 2010, and more than a full percentage-point decline from May 2011. Gallup's seasonally adjusted number for May is 8.3%, down from 8.6% in April. However, that remains higher than the seasonally adjusted low of 7.9% recorded in January 2012. These results are based on Gallup Daily tracking interviews, conducted by landline and cell phone, with almost 30,000 Americans throughout the month. Gallup calculates a seasonally adjusted unemployment rate by applying the adjustment factor the government used for the same month in the previous year. U.S. underemployment, as measured without seasonal adjustment, declined to 18.0%, a slight improvement over last month. Gallup's U.S. underemployment measure combines the unemployed with those working part time but looking for full-time work. Gallup does not apply a seasonal adjustment to underemployment.

Non-Unique - Wages
Non-Unique – Wage inflation inevitable due to wage inequality and higher education

Katz 98 Professor of economics at Harvard (Lawerence F., June 1998, UNEMPLOYMENT AND THE AUSTRALIAN LABOUR MARKET, Economic Group Reserve Bank of Australia and Centre for Economic Policy Research Australian National University, “Reflections on US Labour Market Performance”, http://www-ho.rba.gov.au/publications/confs/1998/conf-vol-1998.pdf#page=347 06/19/12 Google Scholar)

Demand-side factors are not the entire story. Demand shifted in favour of more-educated workers in the 1970s and the 1980s–90s, but educational wage differentials narrowed in the 1970s and expanded dramatically in the 1980s–90s. The supply side of the market helps explain the difference between the two periods. The relative supply of college graduates grew extremely rapidly in the 1970s with the enrolment of baby boomers and incentives from the Vietnam War to enter and remain in college. The rate of growth of the relative supply of college graduates declined substantially in the 1980s and 1990s with the labour market entry of ‘baby bust’ cohorts. A large influx of immigrants with less than a high school education also contributed to slower growth in the supply of highly educated workers relative to less-educated workers in the 1980s and the 1990s (Borjas, Freeman and Katz 1997). A smooth secular shift in demand favouring more-educated workers, combined with variation in supply growth across decades, goes a fair distance to explaining the time pattern of the evolution of US skill differentials from the 1960s to the mid 1990s. Nevertheless, some acceleration in the rate of demand shifts against the less-skilled is required to more fully explain the magnitude of the growth of skill differentials in the 1980s. Autor, Katz and Krueger (1998) find an acceleration in the rate of within-industry demand for college workers in the post-1970 period relative to the 1960s. Two institutional changes further contributed to rising US wage inequality in the 1980s. The precipitous decline in unionism is estimated to explain as much as one-tenth to one-fifth of the growth in educational wage differentials and wage dispersion among males (Freeman 1993; Card 1998a). Changes in unionisation do not appear to be an important factor in the evolution of the female wage structure. The large decline in the28 Lawrence F. Katz real and relative value of the Federal minimum wage from 1981 to 1990 also contributed to rising wage inequality especially for women (DiNardo, Fortin and Lemieux 1996; Lee 1998). Of course, it is unclear the extent to which the decline of unions and minimum wages are exogenous events as opposed to endogenous institutional changes in response to strong changes in market conditions. A disproportionate decline in employment in high-wage industries for less-educated workers (a loss of labour rents) also contributed to rising educational wage differentials in the 1980s. In summary, sizeable and somewhat accelerated demand shifts favouring more-educated workers, a reduction in the rate of growth in their supply, and institutional changes, all contributed to sharp increases in US wage inequality since the early 1980s. Similar demand shifts appear to have had smaller impacts on wage inequality in countries with stronger institutional interventions in wage-setting. Furthermore, educational wage differentials did not increase as much in countries with smaller decelerations in the rate of growth of the supply of highly educated workers (Freeman and Katz 1995).

Inflation – Link Resps
Oil overwhelms the link – energy prices will determine inflation, capital flight and the global economy

Petroleum Economist 2011 (Magazine, “Oil market's zero-sum game”, December 2011, June 20, 2012, Lexis

The coming year could test all that. At the very least, we should know soon whether these new fast-growing, export-dependent economies can withstand the turmoil in their main export markets. Or whether, after another oil-price boom, the energy industry will have to tear up its growth forecasts yet again. The omens aren't good. The next 12 months could get very ugly. Iran's nuclear programme is still vexing Western powers. If the EU and US impose sanctions against Iran's central bank, the country would struggle to export oil, even to Asia. No company with exposure to Western markets would risk transacting with the Iranian bank. And, until Iran figured out a new way to clear payments, exports would be severely limited. Global oil prices jumped when Libya's 1.4 million barrels a day (b/d) of oil went offline during the war. But Iran's 2.5 million b/d of exports would be an even more serious test for the market, especially if Libya's output hadn't yet fully returned. And it could get much worse if, as some analysts predict, Iran's proxies in the Middle East responded with violence, unsettling a region that has already seen a year of turmoil. Spiking oil prices had devastating consequences in 2008, on everything from the cost of food and fuel to the import-export balances of consumer countries. Hundreds of billions of dollars left those economies, draining them of consumer demand, and ended up in Middle East bank vaults. The money has not been recycled with anything like the speed that it flows to the oil producers. It has been a colossal wealth transfer. Another spike early in 2012 would exacerbate this global imbalance. And the world's economy is in even worse shape than last time around. A threat to global recovery The Iran issue isn't likely to go away. But even if Western nations step back from new sanctions strong oil prices will continue to cause havoc. Bob Dudley, BP's chief executive, became the latest to add his voice to the chorus shouting this: oil prices are too high for the world's biggest economy (the US), he said, and they threaten the recovery. That's obvious to anyone who lives in the real world. And Dudley's comments, in a speech to the World Petroleum Congress (WPC) in Doha, Qatar, will have won him some friends in the US, where President Barack Obama's re-election bid will hinge on the country's economy and, to some extent, fuel-pump prices. But within the industry, few seem to share Dudley's view. The oil world has become a zero-sum game. Many producers, especially regimes in the Mideast Gulf worried about social unrest, now depend on high oil prices - and ignore the pain they inflict on other parts of the world. Oil companies' balance sheets are bulging. Yet in some countries, such as Spain, oil and gas firms are the only ones doing well. High prices should solve high prices, runs the adage. But in the short term, there is little hope that strong crude markets will yield a sufficient rise in oil production to do that. Historically strong prices since 2004 have resulted in less than 2 million b/d of additional output. China's demand growth alone in the same period has been higher. Nor will Opec ride to the rescue. Some of the cartel's price hawks still want the group to cut production. That won't happen when Opec meets next week in Vienna, where it will probably formalise a new output ceiling of 30 million b/d (including Iraq's 3 million b/d), matching the secretariat's forecast for the call on the group's crude for 2012. That would be a large increase in the quotas agreed in Oran, Algeria, in 2008. But it wouldn't be a strategy to soften prices so much as to formalise existing output levels and mask the capacity limitations of declining members, some of which are already producing flat out.

No risk of the link – Inflation is Too Low for stimulus to cause runaway inflation – Britain proves

Wolf, 2010- Associate Editor and Chief Economic Commentator at Financial Times [Martin, The IMF’s foolish praise for austerity, Financial Times, September 30 2012, Proquest , June 19 2012]

Then, as the killer argument, comes the declaration that this is the "naive Keynesianism" of the 1970s. But those who lived through that era know how different conditions now are: no serious trade union militancy and negligible inflation. Yes, inflation expectations should remain anchored. But, in the medium term, the danger is one of very low inflation, if not deflation, rather than the reverse. The widely held view that expansion of the central bank's balance sheet must generate high inflation is wrong. With a broken credit system, it does no such thing.
Inflation – Internal Link Resps

No internal link – employment is not inherently linked to inflation 
Farmer, 2009 - Chair of the Economics Department at UCLA [Roger, The Financial Times http://blogs.ft.com/economistsforum/2009/04/bah-humbug-stagflation-is-around-the-corner/#axzz1ySHtzECz Bah Humbug: Stagflation is around the corner April 6, 2009 Accessed June 20, 2012]

At this point the Fed will face a difficult decision. Inflation will reappear while unemployment is still high; perhaps in double digits. Fed economists will be led to the inescapable conclusion that the so called ‘NAIRU’ (the rate of unemployment at which inflation has no tendency to increase or to decrease) has increased. In other words, they will claim that full employment now occurs at 10 per cent, not 4 per cent as it was in the 1950s, 6 per cent as it was in the 1970s or 7 per cent as it was in the 1980s. This inescapable conclusion is wrong because the hypothesis that there is a unique natural unemployment rate is false. Any unemployment rate can coincide with any inflation rate. The unemployment rate that we observe depends on confidence. If the Fed tackles inflation, as it has announced it will, it must raise interest rates to remove excess liquidity from the economy. As the interest rate begins to increase, the Keynesians will blame the Fed for killing the recovery by raising interest rates too soon. We will enter a decade of stagnation which revisionists will blame on the Obama administration for raising taxes and the Keynesians will blame on the Fed for raising interest rates and killing off the recovery.
No internal link – wages don’t cause inflation – that is an economic fallacy

Jackson, 2008 – economics editor for Market Oracle [Gerard Jun 23, 2008 - 01:28 AM: Inflation and Wages- Another Dangerou Economic Fallacy Economics / Inflation. Market Oracle http://www.marketoracle.co.uk/Article5179.html
Economic fallacies are like dormant microbes, sooner or later they once again become active. However, the view that wages can cause inflation is one fallacy that never seems to go away. There are economists in the US, the UK and Australia warning that wage rises could trigger an inflationary surge. Nothing new here. In early 2005 Mark Whitehouse and Kemba Dunham of the Wall Street Journal complained that too much job growth generated inflation. In their view good job numbers would probably "fuel fears of higher inflation and cause bond prices to fall and interest rates to rise". What Whitehouse and Dunham preached is a terrible economic fallacy. What was really worrying at time is that Alan Greenspan seemed to have taken it on board. In a 1999 speech he stated that if GDP continued to expand "in excess of trends of potential output, the economy could be expected to eventually overheat, with inflation and interest rates moving up". But even as he was speaking the rate of increase in GDP was slowing. Furthermore, he must have known that manufacturing was shedding jobs. Yet he still argued that the demand for labour would have to slow "if inflationary forces are to continue to be contained". Some will argue that what mattered at the time was aggregate employment and not employment by sectors. This is a Keynesian argument and a very dangerous one at that. Putting it somewhat simply, forcing the rate of interest below the market rate stimulated manufacturing. However, as nominal incomes rose and moved down the production structure the old time-preference ratio reasserted itself and demand at the consumption stages of production started shifted resources downwards while exerting pressure on producer prices. The result was that manufacturing started to shed labour. But because of rising monetary demand at the lower stages of production the resulting increase in the demand for labour offset for a time the fall in manufacturing jobs. (I believe the situation was also aggravated by the amount of credit that went directly into consumption). This process is caused by credit expansion and always results in a recession. It's important to bear this in mind because some of those who took Greenspan to task on this matter fell  pray to another dangerous fallacy — that inflation means too much money chasing too few goods. This is basically a "structural" view of inflation and one that Arthur W. Marget scathingly condemned: . . . there have always been economic illiterates to cry that the difficulty was due to a "shortage of goods", than an expansion in the quantity of money. . . (Arthur W. Marget, The Theory of Prices , Prentice-Hall, Inc., 1938, p. 93).

Infrastructure investment doesn’t raise wages – it uniquely benefits the wealthy

Phil’s Stock World 2012 [ Paul Krugman’s Economic Blinders, May 21 2012 proquest, June 19, 2012]

The effect of Mr. Krugman's suggestions is for the government to subsidize the existing financial and tax structures, leaving the debts intact and ignoring the largely regressive, unfair and inefficient system of taxation. It is unfair because the profits of the rich - and even worse, their asset-price ("capital") gains are taxed at lower rates and riddled with tax loopholes and giveaways. The wealthy benefit from the windfall gains delivered by the public infrastructure investment advocated by Mr. Krugman, but there is not a word about the public recouping this investment. Governments are indeed able to create their own money as an alternative to taxing, but some taxes - above all, on windfall gains, like locational value resulting from public investment in roads or other public transportation - are justified simply on grounds of economic fairness.

No internal link – jobs don’t increase inflation – the Phillips curve is empirically flawed.

Niskanen, 2002- Ph.D. in Economics from University of Chicago [William and Alan and Reynolds, 5/5/2002, Alan Reynolds has a masters degree in economics from Cal State Sacramento, “New Evidence on the Old Phillips Curve”, Cato Institute, accessed 6/21/12, www.cato.org/pubs/tbb/tbb-0205-5.pdf]

If you look up “Phillips Curve” on www.google.com, you will be deluged with links to about 15,000 articles and studies. The first on that list is from the popular website of University of California at Berkeley professor J. Bradford DeLong. He notes: Whenever unemployment is low, inflation tends to be high. Whenever unemployment is high, inflation tends to be low. This inverse relationship between inflation and unemployment is called the Phillips curve.1 That statement appears to be a description of the facts rather than merely the definition of a presumed relation. Indeed, it is true that facts originally inspired A. W. Phillips’ 1958 study, which was based on British data from 1861 to 1957. In the 1960s, U.S. data also seemed to show a tradeoff between unemployment and inflation. Keynesian models developed in the 1960s relied heavily on the Phillips Curve to link nominal variables (measured in current dollars) with real variables (adjusted for inflation). Without that link, Keynesian theory would have needed some non-Keynesian (e.g., monetarist) explanation for inflation and deflation. The Phillips Curve made many economists and policymakers believe that higher unemployment was the cost of lower inflation. As such, the government needed to select a point that minimized the sum of those costs. Since it always seemed politically more urgent to reduce unemployment than inflation, that view helped rationalize a policy of monetary ease that produced waves of double-digit inflation in the 1970s and early 1980s. Wage and price controls and guidelines were adopted to fight inflation, but that simply caused wasteful economic distortions. A strange thing happened on the road to a Phillips Curve nirvana where a little more inflation could be swapped for less unemployment. Inflation and unemployment increased at the same time creating “stagflation.” By 1975, unemployment had risen sharply to 8.5 percent with inflation reaching highs in 1974 and 1975. It happened again in the early 1980s with unemployment peaking at 9.7 percent and inflation hitting highs between 1979 and 1981. It became painfully clear that high unemployment did not ensure low inflation, and high inflation did not ensure low unemployment. Rather than simply discarding the failed Phillips Curve, economists began an unproductive search for reasons (such as oil supply shocks) why the curve might have “shifted.” Many argued that a trade-off still existed, but that we would have to accept much higher inflation in exchange for only slightly lower unemployment. Any significant relationship between inflation and unemployment ought to be easily seen by plotting the figures on a scatter diagram. But doing that with annual figures for 1961 to 2001 just shows a random scatter. Unemployment is sometimes high and inflation low (1961); unemployment is sometimes low and inflation high (1969); both have been low at times (2001); and both have been high at times (1974 and 1980). To try to explain such variations by invisible shifts in the relationship is to leave the whole concept empty.
No Internal link – jobs don’t cause inflation – their authors are biased

Saville, 2006- Financial writer for the speculative investor [Steve 7/11/06 The Speculative Investor, Gorwth Causes Inflation?, accessed, http://news.goldseek.com/SpeculativeInvestor/1162915260.php  6/19/12]

We often read about the inflation threat posed by stronger economic growth, with the word inflation here referring to a rise in the general price level. Inflation is, of course, a rise in the total supply of money, but for the purposes of this discussion there's no need to dwell on the importance of getting this particular definition right. What we'll dwell on today is the absurdity of the notion that growth causes prices to rise. Central bankers will regularly refer to something called "the rate of economic growth consistent with low inflation" as if a higher rate of real economic growth would be expected to lead to troublesome increases in the general price level. The implication is that inflation occurs because the economy, for some unspecified reason, begins to charge ahead at an excessive speed, and that when this happens it falls upon the central bank to do something to solve the problem. Central bankers, however, have an excuse for spreading misinformation because one of their primary job requirements is to deceive. In order to maintain confidence in the monetary system the central bank must be vigilant in its efforts to direct attention away from the true source of the inflation (the central bank itself) and towards things that don't cast aspersions on the nature of today's national currencies. In this respect, 'too strong' economic growth is just a convenient excuse for a general rise in the price level, as are, from time to time, things such as oil supply shocks, the weather, increased Chinese consumption of commodities and the wage-hike demands of labour unions. But what excuse do independent analysts/economists (those whose work is not funded by the government) have for spreading the lie that growth is somehow responsible for economy-wide increases in prices? That it is a lie will be immediately apparent to anyone who asks themselves the simple question: "How could the production of MORE goods and services possibly do anything other than put DOWNWARD pressure on the general price level?" If something doesn't cause the money used within the economy to become worth less then the production of more 'stuff' will result in LOWER prices for the 'stuff'. Therefore, when more stuff is produced and prices still rise we know, for certain, that something MUST be causing money to lose its purchasing power at a fast enough rate to more than offset the positive effects, on the money's purchasing power, of the real growth. What is happening, in this case, is that the supply of money is increasing relative to the demand for money.

No Internal link - Unemployment is doing nothing to help wage inflation 

Investors Chronicle 2010 (“Next week's economics”  June 8, 2010, June 20, 2012 http://www.lexisnexis.com.proxy.lib.umich.edu/hottopics/lnacademic/)

Next week's figures could reveal an inflation problem. The Office for National Statistics is expected to say on Tuesday that CPI inflation has fallen from 3.7 to around 3.5 per cent. This, however, would be largely due to big rises in food and petrol prices last May dropping out of the annual comparison, rather than to new news. In this context, we should watch the inflation rate excluding energy and unprocessed food. Last month, this hit 3.2 per cent - its highest since records began in 1997. Wednesday's figures could increase the worries. These have recently shown rising wage growth which is not wholly due to increased bonus payments; the annual growth of 'regular pay' has increased from 1.2 to 1.9 per cent since November. This might be just a reflection of higher price inflation; this remains the benchmark for most wage settlements. But it might also be a warning that high unemployment - Wednesday's numbers should show the jobless rate above 2.5m or 8 per cent of the workforce - is not doing much to hold down wage inflation. US figures on Thursday will show a lower inflation rate, of around 1 per cent excluding food and energy. Even this, though, draws attention to a problem - that given recent high unemployment, inflation is not as low as you'd expect it to be. The unemployment-inflation trade-off has worsened.

No internal link – Even if Unemployment keeps inflation low, the impact is still happening – bond markets are not improving

Investors Chronicle 09 (“Unemployment, inflation and bonds” November 13, 2009 June 20, 2012, Lexis)

High US unemployment points to inflation falling. But this isn't necessarily good news for bonds. Is high US unemployment a reason to be optimistic about bond yields? Superficially, it seems so - after all, unemployment keeps a lid on wages and contains inflation. Bonds are attractive in low-inflation environments, so their prices rise and yields fall. And there's a strong link between unemployment and future inflation. Since January 1997, the correlation between the jobless rate and core consumer price inflation in the following 12 months has been a hefty minus 0.71, with unemployment alone explaining over half the variation in subsequent inflation. There's also a good correlation between core inflation and 10 year Treasury yields - of 0.4 since January 1997. And there's a strong correlation between Treasury yields and gilt yields, of 0.8 for 10 year maturities in monthly data since January 1997. Put all this together, and there seems an obvious implication. US inflation will fall next year, and this will drag down government bond yields in both the US and UK. Not so fast. My chart shows the problem. Quite simply, there's no correlation at all between US unemployment and subsequent changes in 10 year Treasury yields. Sometimes, such as in 2003, high unemployment has led to bond yields rising. And at other times low unemployment has led to them falling, such as in 2000-01. We can't use unemployment, on its own, to predict future changes in bond yields. This is despite the fact that unemployment does predict inflation, and inflation and bond yields are correlated. Confusing, isn't it? So here's the explanation. Think of inflation as comprising two elements: an expected component and an unexpected one. The unexpected component generates a correlation between inflation and bond yields; if inflation is lower than expected, bond yields fall. However, there's no correlation between the expected component of inflation and bond yields, simply because the bond market sees expected inflation coming - by definition - and discounts it in advance. And the fall in inflation that is generated by high unemployment is indeed expected. We know this because high unemployment is associated with low yields; since January 1997 the contemporaneous correlation between the unemployment rate and 10 year yields has been minus 0.66 - almost as strong as the correlation between unemployment and subsequent inflation. The upshot is that there's no correlation between the unemployment rate and subsequent changes in bond yields simply because the good news about inflation which is contained in high unemployment is already in the price. This does not mean bond yields will rise. It just means that to expect them to fall requires more than the likelihood that inflation will fall because of high unemployment. Markets aren't wholly irrational. They do see some things coming. And a recession-induced fall in inflation is one of these things.

No internal link between wages and inflation – oil prices are the Wild Card

The New York Times 08 (June 29, 2008, Accessed June 20, 2012, “Oil and Inflation” Lexis)

While yesterday's figures suggest that the economy is gently gliding into a period when prices will be tame and growth steady, economists dispute just how orderly the decline in growth will be and how much prices will fall. On the one hand, the price deceleration has been broad-based. Just as the cost of gasoline was responsible for much of the run-up in prices earlier this year, falling fuel prices have brought down inflation. In addition, prices either fell or barely increased last month in most of the major categories that the government surveys for the consumer price index. Fruit and vegetable prices tumbled along with prices for airline tickets, automobiles and prescription drugs. But the cost of housing climbed last month, reflecting the higher cost of natural gas and other utilities. The price of oil, always a volatile economic force, is one of the wild cards. In fact, OPEC said Thursday that it planned to reduce its output quotas by 2 percent in February, a move intended to keep crude oil prices elevated next year. Oil prices closed up almost a dollar yesterday at $63.43 a barrel. The other wild card is labor costs. Economists cautioned that rising wages could pressure businesses to raise prices in the months ahead. ''People have been expressing a lot of relief over declining energy prices while seeming to neglect the rise in labor costs,'' Richard F. Moody, chief economist with Mission Residential, a real estate investment firm. ''Now with oil over $60 a barrel, it looks like it could be both energy costs and labor costs.'' For the first time in four years, wages are significantly outpacing inflation. A separate Labor Department report yesterday showed that while wage gains have slowed slightly in the last month, workers are still enjoying the strongest buying power in years. When adjusted for inflation, the average hourly wage of a worker in a position below management level rose 2.3 percent. November was the third consecutive month that wages rose at more than 2 percent when inflation is factored in, the first time that has happened in five years. Not all economists are convinced, however, that the recent rise in wages threatens to push inflation back up. Jared Bernstein, an economist at the Economic Policy Institute, said when inflation was not taken into account, wages had increased about the same year-over-year rate since this summer. ''Inflation hawks are always going to look to the phantom menace of labor costs,'' he said. ''What real wage growth we've achieved has come from slower price growth. And that's been a long time in coming. Don't stop the party just when the working class gets there.'' 
No internal link – wages don’t cause price spirals – empirical evidence

Investors Chronicle 2011 (“What wage-price spiral?” January 19, 2011 June 20, 2012, Lexis)

Recent experience suggests there's little danger of higher price inflation triggering inflationary wage growth. One reason to worry about yesterday's dreadful inflation figures is that they could lead to permanently higher inflation, insofar as they cause higher wage growth. However, I'm not sure this is a big danger. Yes, union leaders are threatening to push for higher wages. But so what? For the last umpteen years, unions have talked like Muhammad Ali and fought like Audley Harrison. Certainly, today's numbers don't give any cause for concern. Yes, wage inflation excluding bonuses rose to an 18-month high of 2.4 per cent. But such growth is offset by productivity gains. In the year to Q3, unit wage costs actually fell year-on-year. Whatever the source of our inflation problem is, it does not lie in the labour market. And nor will it, if recent experience is any guide. My chart shows wage and price inflation since the mid-90s It shows a curious thing - that high price inflation has not led to high wage inflation. Quite the opposite. The spike in CPI inflation in 2008 was followed by a fall in wage growth. And the fastest wage growth we've had in recent years - in 2001 - came after very low price inflation. Since 1996, the correlation between CPI inflation and wage inflation in the following 12 months has been negative. Higher price inflation inflation leads not to higher wage inflation, but to lower.

Inflation – Internal Link Turns
Turn – employment reduces inflation – lagged effects of taxation and confused signals

Niskanen 2002- Ph.D. in Economics from University of Chicago [William and Alan and Reynolds,, 5/5/2002, Alan Reynolds has a masters degree in economics from Cal State Sacramento, “New Evidence on the Old Phillips Curve”, Cato Institute, accessed 6/21/12, www.cato.org/pubs/tbb/tbb-0205-5.pdf]

The resulting estimate became known by the dreadful acronym NAIRU––the non-accelerating inflation rate of unemployment. Figure 1 suggests the NAIRU is about 6 percent, but with considerable variation, based on U.S. data. Unemployment has been below 6 percent since 1994, for example, with no acceleration of inflation. For example, high inflation in 1974 was followed by 8.5 percent unemployment in 1975. And high inflation in 1980 was followed by unemployment of 9.7 percent by 1982. Higher inflation is typically followed by higher unemployment in subsequent years. There are several possible explanations why the longer-term relationship between inflation and unemployment is actually positive, rather than negative as the original Phillips Curve predicted or neutral as the Phelps-Friedman variation predicted. First, the tax system is imperfectly indexed against inflation, especially with respect to income from capital (such as depreciation allowances and capital gains). As a result, inflation reduces after-tax returns on capital and forces cutbacks in business investment and related employment. Second, inflation may introduce confusion into relative price signals in the economy, which distorts efficient production and employment decisions. Third, the Federal Reserve has often reacted to higher inflation with a lag, restricting bank liquidity that results in belt-tightening by employers and temporarily higher unemployment. To summarize: (1) There is no evidence of a Phillips Curve trade-off between unemployment and inflation in the long-term, (2) the usual way of estimating the NAIRU is formulated incorrectly, and (3) the actual relationship between inflation and unemployment is positive in the long run. In a more formal paper, these relationships are modeled in three equations.3 The final equation comes to the striking result that the minimum sustainable unemployment rate is much lower than prior NAIRU estimates suggest––only about 3.7 percent. But such a low unemployment rate can only be sustained by keeping long- term inflation very close to zero.

Fiscal stimulus doesn’t cause runaway inflation – it enters a steady state

Evans 11 Professor of economics and finance at the Univ of Oregon ( George W. April 2, 2011, The Stagnation Regime of the New Keynesian Model and Recent US Policy http://darkwing.uoregon.edu/~gevans/stickystag2april2011r.pdf , 06/19/12)

In the stagnation regime, ﬁscal policy, taking the form of temporary increases in government spending, is important as a policy tool. Increased government spending raises output, but leaves the economy within the stagnation regime until raised to the point at which a critical level of output is reached. Once output exceeds the critical level, the usual stabilizing mechanisms of the economy resume, pushing consumption, output and inﬂation back to the targeted steady state, and permitting a scaling back of government expenditure.

Inflation – Impact Resps
No Impact – Hyperinflation temporary – it won’t collapse the economy

Lira, 2010- Freelance writer for Business Insider [Gonzalo, 8/26/2010, “Hyperinflation, Part II: What It Will Look Like”, Gonzalo Lira, accessed 6/21/12, http://gonzalolira.blogspot.com/2010/08/hyperinflation-part-ii-what-it-will.html]

What do these two true stories tell us? Simple: Buy when there’s blood on the streets. That’s Baron de Rothschild’s famous line—but it hides a key insight, one which should be highlighted perhaps even more forcefully than the line itself: Even in the midst of Apocalypse, things will get better. That’s something people don’t quite seem to understand. In fact, it’s why teenagers tragically kill themselves over some girl or boy: They don’t realize that, no matter how bad things are now, they will get better later. To repeat: Even in the midst of Apocalypse, things will get better. I’m not repeating this insight as an empty comfort to my readers—I’m saying it as a trading strategy. When things are at their crazy worst, when everyone believes the Apocalypse is well nigh here, that’s when thing are about to turn for the better. This applies to every situation—including and most especially in a hyperinflationary situation. Why? Simple: Because hyperinflation—by definition—cannot last. Because people need a stable medium of exchange. So if the currency goes up in flames in a hyperinflationary fire, of course there will be a period of terrifying instability—but it will pass. Either the currency will be repaired somehow (as Volcker repaired the dollar back in 1980–’82). Or the currency will be completely and irrevocably trashed—and then be replaced by something else. Because—to insist—people need a stable medium of exchange. If Treasuries tank and commodities shoot up so high that they essentially break the dollar, civilization will not come crashing down into anarchy. At worst, there’ll be a three-four years of hell—economic hell. Financial hell. But then things will settle down into a new normal. This new normal might well have unsavory characteristics. I tend to be a pessimist, and just glancing through history, I can see that just about every period of hyperinflation has been stabilized by some subsequent form of autocratic or totalitarian government. The United States currently has all the legal decisions and practical devices to quickly transition into an authoritarian or totalitarian regime, should a crisis befall the nation: The so-called PATRIOT Acts, the Department of Homeland Security Agency, the practical suspension of habeas corpus, etc., etc.

Inflation – Impact Turns
Turn – Inflation helps end recessions – it brings wages and prices back into line without reducing wages

Mother Jones, ‘12 [Kevin Jones, staff writer, Why High Inflation is Good in a Recession,  April 3 2012, http://www.motherjones.com/kevin-drum/2012/04/why-high-inflation-good-recession, June 21 2012]

In a recession, you'd expect average pay to adjust to a lower level. As unemployment rises, workers should be willing to accept lower wages, and as wages drop employers should become more willing to hire new workers. If this doesn't happen, the recession is likely to persist. One of the current problems in Greece and Spain, for example, is that their workers became increasingly uncompetitive over the past decade. One way to correct this is by devaluing their currency, which would effectively reduce wages countrywide compared to the rest of Europe, but because they're both on the euro they can't do this. Another way to effectively reduce wages countrywide is keep compensation constant but allow a higher inflation rate. If inflation is running at, say, 4%, and you get no pay increase this year, your wages have effectively gone down 4%. But what if inflation is low? Then the only way to reduce wages is to actually reduce wages. For a variety of reasons, however, employers generally aren't willing to do that. It just pisses off their workers too much. At least, that's the theory. And the chart on the right, from a San Francisco Fed letter, demonstrates that it seems to be true. It tracks wage changes during 2011, and there's a huge spike at zero. Employers don't have a big problem handing out tiny raises and letting inflation do their dirty work for them, but they don't like to directly reduce wages themselves: This is supported by the large gap to the left of zero between the actual distribution of wage changes and the dashed black line representing the normal distribution. This gap suggests that the spike at zero is made up mostly of workers whose wages otherwise would have been cut. The moral of this story is that tolerating high inflation during a recession is a helpful thing. The faster wages adjust, the faster the recession will be over, and a high inflation rate allows wages to adjust downward even if employers simply keep nominal pay flat. It's probably too late for this to make much of a difference anymore, but an inflation target of 4% starting back in 2008 probably would have produced a stronger and faster recovery than the one we're finally getting now.

Turn- Hyperinflation ultimately good for economy – removes bad debt

Lira, 2010- Freelance writer for Business Insider [Gonzalo, 8/23/2010, “How Hyperinflation Will Happen”, Gonzalo Lira, accessed 6/21/12, http://gonzalolira.blogspot.com/2010/08/how-hyperinflation-will-happen.html]

The first thing to realize, of course, is that hyperinflation might well happen—but it will end. It won’t be a never-ending situation—America won’t end up like in some post-Apocalyptic, Mad Max: Beyond Thuderdome industrial wasteland/playground. Admittedly, that would be cool, but it’s not gonna happen—that’s just survivalist daydreams. Instead, after a spell of hyperinflation, America will end up pretty much like it is today—only with a bad hangover. Actually, a hyperinflationist spell might be a good thing: It would finally clean out all the bad debts in the economy, the crap that the Fed and the Federal government refused to clean out when they had the chance in 2007–’09. It would break down and reset asset prices to more realistic levels—no more $12 million one-bedroom co-ops on the UES. And all in all, a hyperinflationist catastrophe might in the long run be better for the health of the U.S. economy and the morale of the American people, as opposed to a long drawn-out stagnation. Ask the Japanese if they would have preferred a couple-three really bad years, instead of Two Lost Decades, and the answer won’t be surprising. But I digress. 

Inflation - Unions Resps
Turn - Unions key to funding infrastructure – they are investing their pension funds

Meyerson 11- Opinion Writer for the Washington Post (Harold, “Unions investing in America’s infrastructure,” The Washington Post, http://www.washingtonpost.com/opinions/unions-investing-in-americas-infrastructure/2011/10/27/gIQAbNysNM_story.html, accessed 6-21-2012)

But there are other pots of money in the United States — most prominently, our pension funds. And one group of pension funds has already begun to pony up the bucks to rebuild the nation: those controlled (at least in part) by America’s unions. The retirement set-asides for unionized public employees and construction workers go into funds that their unions and their employers jointly control. In June, AFL-CIO President Richard Trumka announced that his organization’s unions’ funds would invest $10 billion over the next five years in infrastructure projects. Since then, the federation’s construction-worker division has put $200 million of pension money into to retrofitting buildings, while the retirement funds of California teachers and other public employees have committed between $1.1 billion and $1.4 billion to infrastructure projects in the state. (Bound by their fiduciary responsibility to the retirees, the funds’ trustees must be confident that the projects will generate revenues, through tolls, fees, and the economic growth that such projects engender.) “At a time when banks have frozen investment and municipalities have frozen borrowing, we’ve decided to step forward,” says Randi Weingarten, the president of the American Federation of Teachers. In January, Weingarten began meeting with the leaders of other major public employee unions, including some — the Service Employees International Union, the National Education Association — that aren’t AFL-CIO members. They decided to commit a share of their retirement funds to projects that shored up the nation’s infrastructure. The Clinton Global Initiative (CGI) assisted them, setting up meetings between the union leaders and supportive state treasurers. The former president himself touted these efforts at a CGI meeting last month. “This is a huge deal,” he said. “This system will work, and you get guaranteed savings.” Public-employee pension benefits have taken a lot of heat in recent years. Many have questioned their affordability, while Republicans such as Wisconsin Gov. Scott Walker and Ohio Gov. John Kasich have sought to effectively banish public-employee unions in the bargain. But such unions not only represent U.S. workers, they also are among America’s major investors — just about the only big investors these days who are putting their money where the nation needs it most. It’s a smart political move on their part, but it’s a smarter economic one: The economy can’t recover so long as construction fails to revive, and the number of teachers, firefighters and cops will decline as long as the economy doesn’t recover. “We’re investing in a way that makes sense for our funds, for job creation, for the country,” says Weingarten. “It’s another way that teachers can help build America’s future.” 

Union contractors are key to effective infrastructure – they reduce costs and delays

Pugh, 2012 – A staff writer for McClatchy Newspapers (Tony, “Controversy over the labor for stimulus projects,” timesdispatch.com, April 04, Accessed June 21 2012 http://www2.timesdispatch.com/m/lifestyles/2009/apr/04/i-stim0328_20090402-232509-ar-47375/)

The Obama administration says PLAs eliminate labor disputes and promote the timely completion of projects by ensuring a steady supply of skilled union workers on sites with multiple employers. Advocates say PLAs also bring about workplace harmony by banning strikes, lockouts and work slowdowns, which cause delays and cost overruns. They also say the wage agreements in PLAs make for more accurate cost estimates and bids on public projects. "Project labor agreements are a tried and true way of making sure that taxpayers and local workers of all backgrounds and communities get the most for their money," said Terry O'Sullivan, the general president of the Laborers' International Union of North America. The laborers group is one of the most diverse unions, with some 30 percent Hispanic, 25 percent African-American and about 10 percent female membership. But it also is the least skilled of the construction trades. Others say that by ensuring access to well-trained union workers, PLAs make for safer and more productive workplaces. Swanstrom said nonunion contractors typically provided less training for their workers.

Turn – unions key to the economy – they boost wage and job quality which is critical to the stimulus

Hoffa 2011 – president, International Brotherhood of Teamsters [James P,  Good Jobs 09/05/11 http://www.huffingtonpost.com/james-p-hoffa/good-jobs_b_948850.html

Labor unions raise workers' wages, give them a voice on the job and protect them from financial and medical insecurity. They help turn a job into a good job. Good jobs create more jobs. Well-paid, secure workers spend money in their communities. They support local businesses, which can then grow and hire more workers. This Labor Day is an especially good time to remind people of these well-established facts about unions. In the past year, corporate-backed politicians have mounted the most vicious anti-union attacks in memory. Government workers in Wisconsin and Ohio were stripped of their collective bargaining rights. Right-to-work laws to destroy unions are being pushed in New Hampshire, Michigan and Indiana. The ultimate goal of these extremist politicians is to further concentrate wealth and power in the hands of a few. After all, it's those wealthy few who pay for their political campaigns, court them when they're in office and hire them when they retire from public life. And so giveaways and tax breaks for corporations are being underwritten by cuts to essential services like public education and health care in Michigan, Florida, Ohio and Wisconsin. Already, those states' economies are suffering, with unemployment on the rise. The same destructive dynamic is at work in Washington, where wildly irresponsible lawmakers threatened to force the U.S. government into default in order to cut spending. Rep. John Mica was willing to partially shut down the Federal Aviation Administration in order to roll back a rule reform that gave airline and railroad workers a fairer process for choosing to join a union. Mica's recklessness resulted in furloughs for 4,000 FAA employees and layoffs for 70,000 construction and transportation workers. Good government jobs do exactly what good union jobs do -- they stimulate the economy. It is nonsense to suggest that they don't. The current willingness to sacrifice government jobs at the state and federal level is, I'm afraid, a failure to learn from the lessons of the past.

Turn – Deflation – 2AC

Financial crisis placed us on the brink of deflation – asset and real estate prices are too low

Sinai, 08, chief global economist at Decision Economics, (allen, strategist and president, decision economics, inc.; “a weakened economy: how to respond?” September 9, 2008, june 21, 2012, hearing before the committee on the budget  house of representatives http://www.gpoaccess.gov/congress/house/budget/index.html)

The financial crisis that is upon us, very unusual in our history, involving many more financial institutions and commercial banks because of the growth of so many nonbank financial intermediaries over the past 5, 10, 15 years and the use of capital market-centric lending and asset-based and balance sheet financing for so much of what went on in the U.S. and world economies. That part of our system essentially is imploding, contracting. It was triggered by the housing downturn, the unwinding of the housing boom into a bust. I think it is fair to describe it as a bust. It is classic. And the unprecedented declines in residential real estate prices. Basically, asset price deflation. So that all of the paper securities and debt and businesses geared to residential real estate are going through a major downturn. Deflation and the financial balance sheets of financial institutions heavily levered and involved in this are all contracting. And we have seen an explosion of write-downs in subprime mortgages, a need for restructuring and recapitalization, attempts to recapitalize through the market, sell stock, all the things that the financial institutions have to do in order to squeeze down to meet and fit a much smaller financial world in the future.
Turn – inflation is key to head off deflation, which causes a wage price spiral down, crushing the economy

Sentinel & Enterprise, 2009 [3/20/09, A rare time when rising prices is good economic news, Accessed 6/20/12 through ProQuest, http://proxy.lib.umich.edu/login?url=http://search.proquest.com.proxy.lib.umich.edu/docview/379039222?accountid=14667]

Prices went up last month -- but that's no bad thing. The government's Consumer Price Index rose 0.4 percent in February, the largest monthly increase since last July. Thanks to the recession, no one is worried that rising prices are an indication of coming inflation. Indeed, the increase in the CPI for the 12 months ending in January was exactly zero percent, which the Associated Press says is the smallest change in more than a half century. Last month's modest price increase lessens the risk of deflation, something we haven't experienced since the Great Depression and, until prices perked up, a real worry for the Federal Reserve. In deflation, prices fall, causing consumers to hold off buying, stores to put off ordering and manufacturers to stop making. This, in turn, eventually drives down wages and asset prices in an economic death spiral. The Fed worried that the rapid increase in gasoline prices might set off a round of inflation, but the recession took care of that, too. Energy prices -- gasoline, oil, natural gas, heating oil -- are down 18.5 percent from a year ago. Gasoline, however, is starting to go up again, accounting for most of February's price increases. The other major factor, curiously enough, was clothes, where prices increased 1.3 percent, the steepest in 19 years. It's a rare moment when rising prices are good news, but we'll take good news on the economy any way we can get it.
--Uniqueness – Deflation Now
Deflation now – low demand and asset price collapses 

Lira, 2010- Freelance writer for Business Insider [Gonzalo, 8/23/2010, “How Hyperinflation Will Happen”, Gonzalo Lira, accessed 6/21/12, http://gonzalolira.blogspot.com/2010/08/how-hyperinflation-will-happen.html]

Right now, we are in the middle of deflation. The Global Depression we are experiencing has squeezed both aggregate demand levels and aggregate asset prices as never before. Since the credit crunch of September 2008, the U.S. and world economies have been slowly circling the deflationary drain. To counter this, the U.S. government has been running massive deficits, as it seeks to prop up aggregate demand levels by way of fiscal “stimulus” spending—the classic Keynesian move, the same old prescription since donkey’s ears. But the stimulus, apart from being slow and inefficient, has simply not been enough to offset the fall in consumer spending. 

Wages are historically low – this undermines the economy by lowering purchasing power, savings and investment

Cooper, 2012 [Michael – Staff writer 6/19/2012 New York Times: Underpaid, underemployed and barely making ends meet. Access Date June 19, 2012 http://today.msnbc.msn.com/id/47872983/ns/business-us_business/#.T-DitI64LzI

Throughout the Great Recession and the not-so-great recovery, the most commonly discussed measure of misery has been unemployment. But many middle-class and working-class people who are fortunate enough to have work are struggling as well, which is why Sherry Woods, a 59-year-old van driver from Atlanta, found herself standing in line at a jobs fair this month, with her résumé tucked inside a Bible. She opened it occasionally to reread a favorite verse from Philippians: “And my God will meet all your needs according to the riches of his glory in Christ.” Ms. Woods’s current job has not been meeting her needs. When she began driving a passenger van last year, she earned $9 an hour and worked 40 hours a week. Then her wage was cut to $8 an hour, and her hours were drastically scaled back. Last month she earned just $233. So Ms. Woods, who said that she had been threatened with eviction for missing rent payments and had been postponing an appointment with the eye doctor because she lacks insurance, has been looking for another, better job. It has not been easy. “I’m looking for something else, anything else,” she said. “More hours. Better pay. Actual benefits.” These are anxious days for American workers. Many, like Ms. Woods, are underemployed. Others find pay that is simply not keeping up with their expenses: adjusted for inflation, the median hourly wage was lower in 2011 than it was a decade earlier, according to data from a forthcoming book by the Economic Policy Institute, “The State of Working America, 12th Edition.” Good benefits are harder to come by, and people are staying longer in jobs that they want to leave, afraid that they will not be able to find something better. Only 2.1 million people quit their jobs in March, down from the 2.9 million people who quit in December 2007, the first month of the recession. “Unfortunately, the wage problems brought on by the recession pile on top of a three-decade stagnation of wages for low- and middle-wage workers,” said Lawrence Mishel, the president of the Economic Policy Institute, a research group in Washington that studies the labor market. “In the aftermath of the financial crisis, there has been persistent high unemployment as households reduced debt and scaled back purchases. The consequence for wages has been substantially slower growth across the board, including white-collar and college-educated workers.” Now, with the economy shaping up as the central issue of the presidential election, both President Obama and Mitt Romney have been relentlessly trying to make the case that their policies would bring prosperity back. The unease of voters is striking: in a New York Times/CBS News poll in April, half of the respondents said they thought the next generation of Americans would be worse off, while only about a quarter said it would have a better future. And household wealth is dropping. The Federal Reserve reported last week that the economic crisis left the median American family in 2010 with no more wealth than in the early 1990s, wiping away two decades of gains. With stocks too risky for many small investors and savings accounts paying little interest, building up a nest egg is a challenge even for those who can afford to sock away some of their money.

--Stimulus Checks Deflation
Turn – Government stimulus is key to avoid Deflationary spiral – it avoids an overreaction to inflation fears

Evans 11 Professor of economics and finance at the Univ of Oregon ( George W. April 2, 2011, The Stagnation Regime of the New Keynesian Model and Recent US Policy http://darkwing.uoregon.edu/~gevans/stickystag2april2011r.pdf , 06/19/12)

Recently, Bullard (2010) has argued that data from Japan and the US over 2002-2010 suggest that we should take seriously the possibility that “the US economy may become enmeshed in a Japanese-style deﬂationary outcome within the next several years.” The learning approach provides a perspective on this issue that is quite diﬀerent from the rational expectations results. As shown in Evans, Guse, and Honkapohja (2008) and Evans and Honkapohja (2010), when expectations are formed using adaptive learning, the targeted steady state is locally stable under standard policy, but it is not globally stable. However, the potential problem is not convergence to the deﬂation steady state, but instead unstable trajectories. The danger is that suﬃciently pessimistic expectations of future inﬂation, output and consumption can become self-reinforcing, leading to a deﬂationary process accompanied by declining inﬂation and output. These unstable paths arise when expectations are pessimistic enough to fall into what we call the “deﬂation trap.” Thus, while in Bullard (2010) the local stability results of the learning approach to expectations is characterized as one of the forms of denial of “the peril,” the learning perspective is actually more alarmist in that it takes seriously these divergent paths. As we showed in Evans, Guse, and Honkapohja (2008), in this deﬂation trap region aggressive monetary policy, i.e. immediate reductions on interest rates to close to zero, will in some cases avoid the deﬂationary spiral and return the economy to the intended steady state. However, if the pessimistic expectation shock is too large then temporary increases in government spending may be needed. 

Infrastructure spending prevents economic stagflation because it is long term, which creates a steady state

Evans 11 Professor of economics and finance at the Univ of Oregon ( George W. April 2, 2011, The Stagnation Regime of the New Keynesian Model and Recent US Policy http://darkwing.uoregon.edu/~gevans/stickystag2april2011r.pdf , 06/19/12)

If political constraints are an impediment to temporary increases in government spending at the Federal level in the US, as they currently appear to be in the United States, it may still be possible to use a ﬁscal-monetary policy mix that is eﬀective. State and local government’s are constrained in the United States to balance their budgets, but there is an exception in most states for capital projects. At the same time there is a clear-cut need throughout the United States to increase investment in infrastructure projects, as the US Society of Civil Engineers has been stressing for some time. In January 2009 the Society gave a grade of D to the nation’s infrastructure. Large investments will be required in the nation’s bridges, wastewater and sewage treatment, roads, rail, dams, levees, air traﬃc control and school buildings. The need for this spending is not particularly controversial. The Society estimates $2.2 trillion over ﬁve years as the total amount needed (at all levels of government) to put this infrastructure into a satisfactory state. 23 Thus there is no shortage of useful investment that can be initiated. The scale of the infrastructure projects needed is appropriate, since a plausible estimate of the cumulative short-fall of GDP relative to potential GDP, as of January 2011, is in excess of $1 trillion. 2425 The timing and inherent lags in such projects may be acceptable. If we are in the stagnation regime, or heading toward or near the stagnation regime, then it is likely to be some time before we return to the targeted steady state. Projects that take several years may then be quite attractive. The historical evidence of ? indicate that in the aftermath of recessions associated with banking crises, the recovery is particularly slow.

--Deflation Impacts
Wage Deflation and unemployment kill the economy – they cause a downward spiral of permanent unemployment – Greece proves

Nielson 2012 – editor of Bullion Bulls Canada [Jeff has a personal background in law and economics. Bullion Bulls Canada provides general macro-economic and political commentary on the precious metals markets EFT Daily News June 14, http://etfdailynews.com/2012/06/14/the-real-goldilocks-economy-part-ii-gld-slv-tza-iau-faz/ Access Date June 19, 2012 The Real ‘Goldilocks Economy’, Part II 

As demonstrated in Part I, our economies represent the complete antithesis of “stable employment”. Structural unemployment is at an all-time high. The size of our labour forces are rapidly shrinking – despite population growth. Wages for the average worker have been steadily declining for four decades (in real dollars), and that rate of decline has actually accelerated in recent years. What is critically important here is that both the shrinking labour forces and our plummeting wages are both direct consequences of this massive, permanent structural unemployment. This extreme-and-permanent glut of workers simultaneously drives down wages according to the simple dictates of supply and demand, while it steadily drives people out of the workforce due to the futility of attempting to find employment. It creates an economic death-spiral which must ultimately manifest itself through all of our economies disintegrating in the same manner we see Greece’s economy disintegrating today. Friedman Austerity has both accelerated and intensified that downward spiral, but even without that economic sadism all Western economies are devolving along precisely the same path.
Wage Deflation kills the job market long term – it undermines higher education

Cooper, 2012 [Michael – Staff writer 6/19/2012 New York Times: Underpaid, underemployed and barely making ends meet. Access Date June 19, 2012 http://today.msnbc.msn.com/id/47872983/ns/business-us_business/#.T-DitI64LzI

And household wealth is dropping. The Federal Reserve reported last week that the economic crisis left the median American family in 2010 with no more wealth than in the early 1990s, wiping away two decades of gains. With stocks too risky for many small investors and savings accounts paying little interest, building up a nest egg is a challenge even for those who can afford to sock away some of their money. Expenses like putting a child through college — where tuition has been rising faster than inflation or wages — can be a daunting task. When Morgan Woodward, 21, began her freshman year at the University of California, Berkeley, three years ago, her parents paid about $9,000 a year in tuition and fees. Now they pay closer to $13,000, and they are bracing for the possibility of another jump next year. With their incomes flat, though, they recently borrowed money to pay for her final year, and to begin paying the tuition of their son, who plans to start college this fall. “You know there is going to be small incremental increases in tuition, but not the 8, 10, 12 percent increase every year we’ve seen,” said Ms. Woodward’s father, Cliff Woodward, 52, who lives in Pleasanton, Calif., and is an independent sales representative for an eyeglass company. So the Woodwards, who drive cars with 150,000 and 120,000 miles on them, have cut back. “No vacations, no big screens,” Mr. Woodward said. “We’ve cut down on going out a little bit, but it’s worth it.” People with college degrees still get jobs with better pay and benefits than those without, but many recent college graduates are finding it hard to land the kinds of jobs they had envisioned. David Thande, 27, who graduated from the University of California, Los Angeles, five years ago, works part time as a clerk in an Apple Store. “I’m not even full time, so I spend about 45 minutes every day begging people for hours, checking if someone canceled, struggling to make it work,” Mr. Thande said, adding that he had fallen behind on paying back his student loans.

--Outweighs the Disad
The case outweighs the disad – deflation is a greater threat to the economy than inflation because productivity is maxed out – only increased Demand can solve

Springer, 2011 – editor of the Smart Money Newsletter [Keith http://seekingalpha.com/instablog/775298-keith-springer/172261-a-horse-by-any-other-name-is-still-a-horse, a market technician, a financial writer, multinational philanthropist, A Horse By Any Other Name is Still   Apr 29, 2011 Accessed June 20, 2012

This is clear evidence that the Fed sees more risk in the economy than they are telling us, and feel the threat of a recession and deflation is far greater than inflation. After all, stimulus is not needed if the economy is in good shape. This was confirmed this morning when the Commerce Department reported that US Q1 GDP grew at a less than expected 1.8% pace, below the market's forecast of a 2.0% gain and last quarter's 3.1% pace. $14 Trillion in stimulus and this is all we can come up with? Clearly the economy would sag without it. Worse off is that each time it has less of an affect. The good news is that the economy is at peak performance. U.S. productivity, measured as employee output per hour, rose 3.9 percent last year, the most since 2002, according to Labor Department statistics released in March. Labor costs fell 1.5 percent following a 1.6 percent decrease in 2009, the first. Going forward, companies will have a harder time cutting costs and working labor harder to increase productivity. Sales are going to have to increase dramatically. Unfortunately, with an over indebted populace, an aging baby boomer, rising inflation and tremendous unemployment, that is just not likely. 

Deflation causes hyperinflation – it causes a loss of faith in currency

Lira, 2010- Freelance writer for Business Insider [Gonzalo, 8/23/2010, “How Hyperinflation Will Happen”, Gonzalo Lira, accessed 6/21/12, http://gonzalolira.blogspot.com/2010/08/how-hyperinflation-will-happen.html]

A minority, though—and God bless ’em—actually do go ahead and go through the motions of talking to the crazies ranting about hyperinflation. These amiable souls diligently point out that in a deflationary environment—where commodity prices are more or less stable, there are downward pressures on wages, asset prices are falling, and credit markets are shrinking—inflation is impossible. Therefore, hyperinflation is even more impossible. This outlook seems sensible—if we fall for the trap of thinking that hyperinflation is an extension of inflation. If we think that hyperinflation is simply inflation on steroids—inflation-plus—inflation with balls—then it would seem to be the case that, in our current deflationary economic environment, hyperinflation is not simply a long way off, but flat-out ridiculous. But hyperinflation is not an extension or amplification of inflation. Inflation and hyperinflation are two very distinct animals. They look the same—because in both cases, the currency loses its purchasing power—but they are not the same. Inflation is when the economy overheats: It’s when an economy’s consumables (labor and commodities) are so in-demand because of economic growth, coupled with an expansionist credit environment, that the consumables rise in price. This forces all goods and services to rise in price as well, so that producers can keep up with costs. It is essentially a demand-driven phenomena. Hyperinflation is the loss of faith in the currency. Prices rise in a hyperinflationary environment just like in an inflationary environment, but they rise not because people want more money for their labor or for commodities, but because people are trying to get out of the currency. It’s not that they want more money—they want less of the currency: So they will pay anything for a good which is not the currency. 

Turn – deflation causes hyperinflation – they are both caused by a loss of confidence – empirical examples prove

deCarbonnel 2008 – editor of Market Skeptics [Eric Dec 15, How Deflation Creates Hyper-inflation Economics / HyperInflation Market Oracle 

http://www.marketoracle.co.uk/Article7792.html
Deflation Vs Hyperinflation Yes, there is debt deflation, and the overall money supply is shrinking as a result. However, those calling for "multi-year bull market" for the US dollar are insane. These individuals need to review basic monetary theory . The money supply is only one of three factors that determine whether prices rise or fall. The other two are the changes in the velocity of money and the real output of the economy. The danger of hyperinflation lies in a dramatic increase in the velocity of money due to a loss of confidence, not in changes in the money supply. Confidence and the velocity of money When confidence in an issuing authority crumbles, money starts flowing through the economy at a feverish pace. For example, in normal, noninflationary times the money supply might be equivalent to three months of output, but in a period of hyperinflation it might drop to two weeks worth of output. Since increases in the velocity of money have the same impact on prices as increases in the money supply, a 1000% increase in the velocity of money (typical in any period of hyperinflation) is equivalent to a 1000% increase in the money supply. Due to its effects on the velocity of money, the ebb and flow of confidence have a much greater impact on the short-term trend of prices then changes in the money supply. Deflation can create Hyperinflation It is no accident that many of the worst periods of hyperinflation are preceded by deflation. In fiat currencies with high levels of government debt, severe cases of deflation cause a loss of confidence in the nation's currency by shrinking the economy and making the government's debt appear increasingly unsustainable. The loss of confidence then causes the flow of money to speed up as individuals become desperate to exchange cash for real goods as fast as possible, producing hyperinflation. As an example of deflation leading to hyperinflation, consider the case of the Weimar Republic . In 1920, Germany experienced a deflationary collapse, with the average citizen finding it harder and harder to get enough money for necessities. Banks, short of money, could not honor checks, and businesses were strapped for cash to buy materials and meet payroll. Fearing a collapse that would throw millions of workers out on the street, the German government desperately printed money in an attempt to re-inflate the economy. During this period, despite the government's money printing, the mark actually gained in value against foreign currencies, so that prices of imported goods fell by some 50%. Eventually, as a result of the money supply's rapid expansion, the nation's massive foreign debt, and the shrinking economy, German citizens lost all confidence in their currency, and the Weimar Republic experience one of the worst cases of hyperinflation in modern economic history. Billions of hoarded marks came out of hiding and entered the marketplace. The chart below tells the rest of the story. How deflation creates hyperinflation 1) Deflation slows the speed of money to crawl due to fears about the deteriorating economy. The public hoards cash, or, in the case of the US, short term treasuries. 2) The slowing speed of money and debt destruction force the government to create huge quantities of cash to prevent prices and the economy from collapsing. However, because the public is hoarding cash (or short term treasuries), most of the money doesn't reach the real economy, which leads the central bank to print even more money. In essence, cash hoarding acts as a dam, preventing the enormous quantities of printed money from affecting prices. 3) Deflation weakens economy until it leads to a loss of confidence. With doubts about the government's solvency growing, the velocity of money quickly picks up speed, and a flood of hoarded cash comes out of hiding, entering the marketplace all at once and creating hyperinflation. 

Turn – Jobs Stimulate the Economy

Turn – Infrastructure spending helps the economy – it is short term Enough to stimulate jobs – there are many projects available now.

Summers, 2008 – prof of economics at Harvard (lawrence , former secretary of the u.s. Department of the treasury,“a weakened economy: how to respond?” September 9, 2008, june 21, 2012, hearing before the committee on the budget  house of representatives http://www.gpoaccess.gov/congress/house/budget/index.html)

Finally, let me make several observations on the content of fiscal stimulus. Unlike the topics I have discussed so far, this is significantly a matter of value judgments rather than simply economic forecasting and analysis. Seems to me, however, that particularly strong arguments can be made for the following components: Support for low-income families and for those who have been laid off is much more likely to be spent rapidly than support diffused more widely throughout the economy. Possible vehicles here include food stamps and extensions of unemployment insurance. Second, there is a compelling case, in my judgment, for significant new commitments to infrastructure spending. While infrastructure spending is often seen as operating only with significant lags, I have become convinced that properly designed infrastructure support can make a timely difference for the American economy. Evidence from the Minneapolis bridge collapse suggests that it is possible to launch infrastructure programs where the vast majority of the money is spent within a year. Moreover, the combination of declining trust fund revenues and dramatic--more than 70 percent in the case of highways-increases in some categories of construction costs means that there are a large number of projects that are currently on hold, slowed down or contracted and awaiting funding. Properly designed infrastructure projects have the virtue of being helpful as short-run stimulus, especially for the employment of workers most hard hit by the housing decline, while at the same time augmenting the economy's long-run productive potential.

Stimulus spending empirically improves the economy – current stimulus proves that expanding it is key to solve the recession

Evans 11 Professor of economics and finance at the Univ of Oregon ( George W. April 2, 2011, The Stagnation Regime of the New Keynesian Model and Recent US Policy http://darkwing.uoregon.edu/~gevans/stickystag2april2011r.pdf , 06/19/12)

In the model of this paper, if an adverse shock to the economy leads to a large downward shift in consumption and inﬂation expectations, the resulting path can converge to a stagnation regime, in which output and consumption remain at low levels, accompanied by steady deﬂation. Small increases in government spending will increase output, but may leave the economy within the stagnation regime. However, a suﬃciently large temporary increase in government spending can dislodge the economy from the stagnation regime and restore the natural stabilizing forces of the economy, eventually returning the economy to the targeted steady state. The aggressive monetary policy response of the Federal Reserve Bank over 2007-9, together with the TARP intervention and the limited ARRA ﬁscal stimulus, may well have been helped to avert a second Depression in the US. However, as of late 2010, US data showed continued high levels of unemployment, modest rates of GDP growth, and very low and possibly declining inﬂation. Although the economy has stabilized, there remains the possibility of either convergence to the stagnation regime or of an unusually protracted period before a robust recovery begins. Although forecasting GDP growth is notoriously diﬃcult, it seems almost certain that in the near-term the economy will continue to have substantial excess capacity and elevated unemployment. In this setting there is a case 21for further expansionary policies. 26 My suggestions include a combination of additional federal aid to state and local governments, in return for a commitment by states to set up rainy day funds during the next expansion, quantitative easing by the Federal Reserve, and a large-scale infrastructure program, funded indirectly by the US Treasury and accommodated by the Federal Reserve as part of the program of quantitative easing.

Infrastructure investment key to the economy – job creation, productivity and the multiplier effect

New America Foundation 10 — New America Foundation—“a nonprofit, nonpartisan public policy institute “The Case for an Infrastructure-Led Jobs and Growth Strategy,” February 23rd http://www.newamerica.net/publications/policy/the_case_for_an_infrastructure _led_jobs_and_growth_strategy, Accessed 06-20-2012) 

Rather than go from one negligible jobs bill to the next, the administration and Congress should, as the governors suggest, map out a multi-year plan of infrastructure investment and make it the centerpiece of an ongoing economic recovery program. Here is why: With American consumers constrained by high household debt levels and with businesses needing to work off overcapacity in many sectors, we need a new, big source of economic growth that can replace personal consumption as the main driver of private investment and job creation. The most promising new source of growth in the near to medium term is America’s pent-up demand for public infrastructure improvements in everything from roads and bridges to broadband and air traffic control systems to a new energy grid. We need not only to repair large parts of our existing basic infrastructure but also to put in place the 21st-century infrastructure for a more energy-efficient and technologically advanced society. This project, entailing billions of dollars of new government spending over the next five to ten years, would generate comparable levels of private investment and provide millions of new jobs for American workers. More specifically, public infrastructure investment would have the following favorable benefits for the economy: Job Creation. Public infrastructure investment would directly create jobs, particularly high-quality jobs, and thus would help counter the 8.4 million jobs lost since the Great Recession began. One study estimates that each billion dollars of spending on infrastructure can generate up to 17,000 jobs directly and up to 23,000 jobs by means of induced indirect investment. If all public infrastructure investment created jobs at this rate, then $300 billion in new infrastructure spending would create more than five million jobs directly and millions more indirectly, helping to return the economy to something approaching full employment. A Healthy Multiplier Effect. Public infrastructure investment not only creates jobs but generates a healthy multiplier effect throughout the economy by creating demand for materials and services. The U.S. Department of Transportation estimates that, for every $1 billion invested in federal highways, more than $6.2 billion in economic activity is generated. Mark Zandi, chief economist at Moody’s Economy.com, offers a more conservative but still impressive estimate of the multiplier effect of infrastructure spending, calculating that every dollar of increased infrastructure spending would generate a $1.59 increase in GDP. Thus, by Zandi’s conservative estimates, $300 billion in infrastructure spending would raise GDP by nearly $480 billion (close to 4 percent). A More Productive Economy. Public infrastructure investment would not only help stimulate the economy in the short term but help make it more productive over the long term, allowing us to grow our way out of the increased debt burdens resulting from the bursting of the credit bubble. As numerous studies show, public infrastructure increases productivity growth, makes private investment more efficient and competitive, and lays the foundation for future growth industries. In fact, many of the new growth sectors of the economy in agriculture, energy, and clean technology require major infrastructure improvements or new public infrastructure. Needed Investments that Will Pay for Themselves. New infrastructure investment can easily be financed at historically low interest rates through a number of mechanisms, including the expansion of Build America Bonds and Recovery Zone bonds (tax-credit bonds that are subsidized by favorable federal tax treatment) and the establishment of a National Infrastructure Bank. Public infrastructure investment will pay for itself over time as a result of increased productivity and stronger economic growth. Several decades of underinvestment in public infrastructure has created a backlog of public infrastructure needs that is undermining our economy’s efficiency and costing us billions in lost income and economic growth. By making these investments now, we would eliminate costly bottlenecks and make the economy more efficient, thereby allowing us to recoup the cost of the investment through stronger growth and higher tax revenues. 

The Stimulus package prevented economic collapse by increasing jobs – majority of economists agree

Stone, ‘12 – Chief economist at the Center on Budget and Policy priorities [Chad, staff writer for Economic Intelligence, Why Obama’s stimulus worked, US News, June 20 2012, http://www.usnews.com/opinion/blogs/economic-intelligence/2012/06/20/why-the-economic-stimulus-worked, June 20, 2012]

The CBO says it chose those ranges "judgmentally to try to encompass most economists' views." The Budget Office's technical discussion says the upper portions are based mainly on one approach to combining economic theory and data to make an informed estimate and the lower portions are based mainly on another. Economists like me who judge the stimulus a success—including a large majority of the experts in the above survey—most likely would estimate the effects in the upper regions of CBO's ranges. As Paul Krugman points out, that's where the evidence leads you. To be sure, the Recovery Act did not prevent a huge jobs deficit and output gap (the difference between what the economy produced and what it could have produced if there were not so much unemployment and idle productive capacity). But it prevented substantial economic waste by keeping output from falling more and unemployment from rising more than they did. It also reduced the economic hardship that comes with an economic slump. As the CBO observes: Not only are the costs associated with the output gap immense, but they are also borne unevenly. Those costs fall disproportionately on people who lose their jobs, who are displaced from their homes, or who own businesses that fail. Stimulus works to increase economic growth and employment when the economy is weak, as it is now. The CBO and almost all economists recognize that once the economy returns to full employment, deficit-financed spending does not work the same as in a weak economy and that continuing to run deficits will likely harm economic growth. That's why most policy experts recommend that, once something happens to shake policymakers into cutting a meaningful budget deal, that deal should combine policies that support the flagging recovery in the short term with policies that promote longer-term fiscal stability—but that don't kick in until the economy is stronger.

Turn – infrastructure spending is beneficial if it is well planned. Case proves that we meet this criteria

Sinai, 08, chief global economist at Decision Economics, (allen, strategist and president, decision economics, inc.; “a weakened economy: how to respond?” September 9, 2008, june 21, 2012, hearing before the committee on the budget  house of representatives http://www.gpoaccess.gov/congress/house/budget/index.html)

The Infrastructure of America--loosely defined as capital infrastructure as well as education infrastructure--needs much attention. Programs to increase infrastructure spending at the federal or state and local government level in-line with a longer-run program to Rebuild America's Infrastructure would be appropriate. Such programs need to be carefully planned and executed, however. There is stimulus to the economy and jobs in the short-run from infrastructure spending but it can be fleeting, misdirected, and wasteful. Planned and well targeted infrastructure spending can enhance long-run productivity.

Infrastructure investment stimulates the economy – it drives construction employment and relieves local budgets

Summers, 2008 – prof of economics at Harvard University [Lawrence, managing director of D.E. Shaw and Co. FT.com, June 29 2008, Financial Times, What we can do in this dangerous moment Proquest. Accessed June 19 2012] 

Second, Congress should move promptly to pass further fiscal measures to respond to our economic difficulties. The economy would be in a far worse state if fiscal stimulus had not come on line two months ago. The forecasting community is having increasing doubts about the fourth quarter of this year and beginning of the next as the impact of the current round of stimulus fades. With long-term unemployment at recession levels, there is a clear case for extending the duration of unemployment insurance benefits. There is now also a case for carefully designed support for infrastructure investment, as financial strains have distorted the municipal credit markets to the point where even the highest-quality municipal borrowers are, despite their tax advantage, paying more than the federal government to borrow. There are legitimate questions about how rapidly the impact of infrastructure spending will be felt. But with construction employment in free fall, there will be a need for stimulus tied to the needs of less educated male workers for quite some time. Fiscal stimulus measures must be coupled to budget process reform that provides reassurance that, once the crisis passes, the fiscal policy discipline of the 1990s will be re-established.

Stimulus creates jobs – even conservatives admit 2008 Stimulus proves

The Economist, 2012 [The same old debate: Stimulus, The Economist. June 7 2012 Proquest, June 19, 2012]

Here's the CBO's latest report on the now-waning effects of the stimulus. Previous reports showed it creating as many as 3.3m jobs in a quarter. It should be noted that even the CBO admits some uncertainty in its findings. So at the hearings Mr Elmendorf also cited a survey of a diverse group of economists which found that 80% of them thought the unemployment rate was lower at the end of 2010 as a result of the stimulus. I think deep down, many Republicans believe this too. This week I've received a flurry of emails from a conservative group touting the job-creating benefits of defence spending, suggesting suppressed Keynesian sympathies.

Turn – Consumer Spending

Infrastructure Jobs and Wage Inflation both help the economy by increasing consumer demand and purchasing power – negative authors are too skeptical

Callahan, 2012 – PhD in politics from Princeton [David, June co-founder of Demos and now edits the Demos blog PolicyShop.net.. Access Date June 19, 2012 http://www.policyshop.net/home/2012/6/7/how-to-stimulate-growth-without-new-government-spending.html How to Stimulate Growth Without New Government Spending

A main obstacle to economic growth is that consumers don't have much money to spend, which is why the U.S. government needs to engage in more stimulus spending -- an imperative that was dramatically underscored by last Friday's bleak job numbers. Of course, though, such new spending is a heavy -- perhaps impossible -- lift right now thanks to a relentless campaign to paint past stimulus efforts as a failure. Elected leaders who care about pulling the economy out of a ditch shouldn't stop pushing for new spending, particularly on infrastructure, but they also need to give more attention to other options that don't involve new outlays or losses in tax revenue. One obvious option is to raise wages, putting more money in the hands of Americans who are likely to spend it immediately. Congress could do this by increasing the minimum wage, as proposed just yesterday by Jesse Jackson, Jr., and a group of House Democrats, who introduced a bill called the "Catching Up to 1968 Act,"  or H.R. 5901. The bill would raise the minimum wage to $10 an hour, which is roughly where that wage would be today if it had kept pace with inflation since 1968. What's more, this increase would take effect immediately, as opposed to being phased in over time -- increasing its stimulative effects. And it would index the minimum wage to inflation, so that the wage doesn't keep falling behind as Congress dawdles (with the help of business lobbyists.) The fairness case for raising the minimum wage is well known. This wage, which Congress has only raised three times in the past 30 years, is absurdly low. A full-time worker making minimum wage pulls in just $15,000 a year, which doesn't get you very far. It is impossible to afford a two-bedroom apartment on this money anywhere in the United States, much less a studio apartment in most cities. Even two full-time workers making a few dollars above the minimum wage and living together are looking at serious hardship in most places. That's not right in a country that valorizes work and believes this virtue should be rewarded.
Low consumer Demand is The Key to the economic downturn – stimulating it is key to solving

Sinai, 08, chief global economist at Decision Economics, (allen, strategist and president, decision economics, inc.; “a weakened economy: how to respond?” September 9, 2008, june 21, 2012, hearing before the committee on the budget  house of representatives http://www.gpoaccess.gov/congress/house/budget/index.html)

The U.S. prospect looking forward is thus stagnant economic growth and sticky-high inflation--a generic ``Stagflation'' with a weak, or recessionary, economy and high inflation moving somewhat lower for awhile but not enough to represent a significant downtrend. The unemployment rate is expected to rise unevenly to a range of 6-1/2% to 7% by mid- or late-2009. There are numerous impediments to quick and sustained recovery for the United States. 1) Crude oil and energy price inflation are negatively affecting oil-consuming economies--reducing economic growth and raising inflation. Most of the global economy falls into this category with particular exposure to rising oil and energy prices in the developed Asian world including Japan and South Korea, emerging Asian countries except to some extent China and India, much of the Eurozone, the U.S. to a significant degree, some other industrialized nations, and the majority of Emerging Europe. The oil producers of the world economy are in relatively good shape, although not all of them, e.g., Venezuela and perhaps Norway. In Latin America, Brazil and Argentina are relatively immune to higher oil and energy prices. Brazil is now a producer. So is Russia, a leading oil and gas producer, the second largest for crude oil, many oil-producing countries in the Middle East, Australia and New Zealand. But the Brazil, Argentina, Australia and New Zealand economies still are weakening from higher inflation and other sources. Economic weakness in non-U.S. countries can later negatively affect U.S. exports. 2) The bust in U.S. housing and crunch in mortgage credit, not just for Subprime and Alt-A loans, but generally throughout mortgage finance, as well as the inability of consumers to draw on home equity for various purposes, continues as a major drag on the economy. The end may be in sight here as housing sales and starts appear to be bottoming-out; although not, however, for falling home prices. For awhile, the best that can be expected in house prices is less deceleration. 3) The U.S. financial system, beset by a housing bust after an incredible boom, now is dealing with its own kind of ``bust,'' an unwinding of the huge residential real estate asset price, credit and derivative financial products booms and in the businesses of the financial institutions associated with derivative securities, structured investment products, and financial business development in a benign regulatory environment. Excesses in leveraged balance sheet expansion, unprecedented in scope for the numbers of financial firms involved and the amounts, suggest an uncertain timeline for the adjustment on the recapitalization necessary at many bank and nonbank financial intermediaries. This is particularly so at commercial banks, investment bank/broker dealers, private equity, venture capital and financial firms performing similar functions, collectively now the primary credit and financial intermediary channel for the economy. Tight credit in commercial real estate, for the consumer in various dimensions of borrowing, and increasingly for nonfinancial businesses is a result, as well as a drying-up of new IPOs and private equity financing. Writing down values from eroding or hard-to-estimate asset prices, raising and shoring up capital, cutting expenses, and tight credit are characteristics of the unwinding, the likes of which in a necessary deleveraging probably have not heretofore been seen. How long this process lasts and the time it takes to repair and rebuild the U.S. financial system are extremely important for determining the length and depth of the U.S. downturn--and extremely difficult to know at this time. Extreme risk aversion by financial institutions and in the economy at-large are preventing the massive injections of liquidity by the Federal Reserve from lifting economic activity. 4) An overhang of debt and credit for households, businesses and even states and localities, and the necessary adjustments given a recession and declining asset values are other impediments to a sustained and sustainable pickup in economic activity. Aggressive and widespread debt-financed expansion has left households, businesses, financial institutions and governments with excessive debt and credit relative to secure collateral, vulnerable to an extended period of subpar economic activity, and in need of restoring balance sheet stability through less spending, less borrowing, less lending, and more savings. 5) The biggest impediment may well be the American consumer, usually ebullient and boomy in expenditures and borrowing, as indicated by the historical trend rate of growth for aggregate consumption, adjusted for inflation, of 3-1/2% per year over the past 45 years. Given that trend rate of growth, even a reduction to a positive 1%-or2%, although not necessarily bringing about a decline in real GDP, would be a major depressant. Inflation-adjusted consumption is now near 71-1/2% of real GDP. Significantly less growth in consumption could alter the business cycle in a fundamental way.

Infrastructure spending key to economic recovery – it provides jobs which increases consumer spending 

Blodget, ‘12 – Editor-In Chief of Business Insider [Henry, co-founder CEO and, host of Yahoo Daily Ticker, Yes, It’s Time For a Massive Infrastructure Spending Program, Business Insider, June 19, 2012, http://www.businessinsider.com/infrastructure-spending-program-2012-6, June 19 2012]

 I recently laid out the fundamental problem with the US economy: Massive consumer debts and high unemployment are crippling consumer spending, which accounts for about 70% of our economy. I noted that, to get the economy healthy again, consumers have to get back to work and reduce their debts. This latter process has begun, but it will take significantly more time, probably another decade. No one can wave a magic wand and make consumer debt go away. (If they could have, they would have). What someone can do is wave a magic wand and create jobs--jobs that benefit the whole country and put spending money back in consumer's pockets. Who can wave that magic wand? The government. Instead of cutting spending and firing people, the way it has been for the last few years, the government can do the opposite: Commit to spending, say, an extra $2-$3 trillion over the next decade to rebuild our country's infrastructure--and create work and awesome infrastructure for millions of Americans in the process. Yes, the government could also commit to hiring more teachers, firefighters, policemen, and other folks who generally improve life for all Americans. But hiring those folks is much more controversial. So the government should start with a massive infrastructure spending program. But wait. Can we afford to spend $2-$3 trillion on infrastructure? We already have $15 trillion of debt, and we're accumulating more debt at a rate of more than $1 trillion per year! The answer is.... yes, we can afford it. As long as we commit to fixing our social-insurance programs (Social Security, Medicare, Medicaid) over the next decade. Those programs are what are slowly bankrupting this country, not infrastructure spending. And in the meantime, our infrastructure is collapsing.
Consumer spending is key to the economy – empirical proof

Logan 2012 – Chief Economist at HSBC [Kevin, June  US growth stumbles Chief US Economist / Staff writer Access US growth stumbles

Date June 20, 2012 http://www.hsbcnet.com/gbm/global-insights/insights/2012/united-states-growth-stumbles.html
Consumer spending accounts for 71% of aggregate demand in the US economy so the outlook for economic growth depends crucially on the outlook for household income and finances. Both are improving, but, at a pace we think will support only modest gains in household spending this year. With debt deleveraging leading to a small decline in total liabilities, overall net worth has increased slightly. However, total wealth is still well below pre-crisis levels and the gain so far this year is not enough to give much of a lift to consumer spending. The situation is only slightly better with respect to income growth. In real terms, it has decelerated sharply over the past year. However, most of the deceleration has been in non-wage income. Wages and benefits have grown at roughly 1% in real terms for the past year, reflecting moderate gains in overall employment and compensation.

AT: “Keynesianism Empirically Disproven”
The 70’s don’t disprove Keynesianism – it has since been proven a better explanation for that period

Blinder 2008 Professor of Economics at Princeton University. (Alan S.  He was previously vice chairman of the Federal Reserve’s Board of Governors, and before that was a member of President Bill Clinton’s Council of Economic Advisers. “The Role of Monetary Policy,” American Economic Review 58, no. 1: 13. 2008 

Keynesian theory was much denigrated in academic circles from the mid-1970s until the mid-1980s. It has staged a strong comeback since then, however. The main reason appears to be that Keynesian economics was better able to explain the economic events of the 1970s and 1980s than its principal intellectual competitor, new classical economics. True to its classical roots, new classical theory emphasizes the ability of a market economy to cure recessions by downward adjustments in wages and prices. The new classical economists of the mid-1970s attributed economic downturns to people’s misperceptions about what was happening to relative prices (such as real wages). Misperceptions would arise, they argued, if people did not know the current price level or inflation rate. But such misperceptions should be fleeting and surely cannot be large in societies in which price indexes are published monthly and the typical monthly inflation rate is less than 1 percent. Therefore, economic downturns, by the early new classical view, should be mild and brief. Yet, during the 1980s most of the world’s industrial economies endured deep and long recessions. Keynesian economics may be theoretically untidy, but it certainly predicts periods of persistent, involuntary unemployment. According to the early new classical theorists of the 1970s and 1980s, a correctly perceived decrease in the growth of the money supply should have only small effects, if any, on real output. Yet, when the Federal Reserve and the Bank of England announced that monetary policy would be tightened to fight inflation, and then made good on their promises, severe recessions followed in each country. New classicals might claim that the tightening was unanticipated (because people did not believe what the monetary authorities said). Perhaps it was, in part. But surely the broad contours of the restrictive policies were anticipated, or at least correctly perceived as they unfolded. Old-fashioned Keynesian theory, which says that any monetary restriction is contractionary because firms and individuals are locked into fixed-price contracts, not inflation-adjusted ones, seems more consistent with actual events.
Their empirical argument is flawed – the 70s did not disprove the link between employment and inflation – just that there are other factors as well. 

Krugman, 2012 - Professor of Economics at MIT [Paul, April 8 New York Times Blogs, “Unemployment and Inflation,” Accessed 6/19/12, http://krugman.blogs.nytimes.com/2012/04/08/unemployment-and-inflation/]

I often hear people saying that the experience of the 70s refuted the whole notion of a Phillips curve. No, it didn't. What it did was show that unemployment wasn't the only determinant of current inflation; expected future inflation is also crucial. And what the Phillips curve with expected inflation implied was "clockwise spirals" in unemployment-inflation space. Suppose you came into a recession with, say, 10 percent inflation. This inflation rate would fall in the face of high unemployment -- and expected inflation would eventually fall too, so that when unemployment fell again inflation would remain lower than it was pre-recession (until the next boom). Both the slump of the mid-1970s and the slump of the early 80s fitted this pattern, but the recent slump has not: So why the difference? Some people have pointed to the failure of inflation to fall by a lot as evidence that the NAIRU -- the non-accelerating-inflation rate of unemployment -- has risen sharply, so that America is now at more or less full employment. But I'm in the camp that says that the expectations-augmented Phillips curve breaks down at low inflation rates, thanks to nominal wage rigidity. It's one thing to squeeze inflation down from 10 percent to 4 percent; squeezing it down from 2 percent to 0, or even deflation, would require that lots of workers take actual wage cuts -- and that's something that tends not to happen. Instead, we find ourselves with many workers having zero wage change, while some have gains, so that wages overall continue to rise, and so does the overall price level. It's important to note that this isn't an after-the-fact rationalization. As I've tried to point out, people like Pierre Fortin (for Canada) and George Akerlof warned about this effect long before the Great Recession. And what this says is that price stability isn't an adequate guideline for monetary policy. You can have stable prices and a persistently depressed economy.

AT: “Keynesianism Theoretically Flawed”
Consumer demand is key to the recovery – it is at historic lows

Sinai, 08, chief global economist at Decision Economics, (allen, strategist and president, decision economics, inc.; “a weakened economy: how to respond?” September 9, 2008, june 21, 2012, hearing before the committee on the budget  house of representatives http://www.gpoaccess.gov/congress/house/budget/index.html)

The malaise of the consumer may be another impediment, but it has been decades since the American consumer has hunkered down, spent less, borrowed less, saved more. We now are observing five quarters of subpar growth in consumer spending. That is very rare. Consumer spending could be negative in real terms in the third quarter. The third quarter of this year will be the sixth quarter. That is about as long as any period of time we have had with weak, anemic subpar consumer spending. We judge all of the fundamentals around the consumer, ranging from job and income to household wealth, to the financial position of households, to the inability to get money out by tapping the equity in their homes, to a credit crunch, credit tightness, to the sentiment of the consumers. All the fundamentals are negative, and our thought is we are going to see something we haven't seen in decades, consumer spending weakness that will last a long, long time.

Consumer demand is key to the global recovery because American consumers Consume so much

Sinai, 08, chief global economist at Decision Economics, (allen, strategist and president, decision economics, inc.; “a weakened economy: how to respond?” September 9, 2008, june 21, 2012, hearing before the committee on the budget  house of representatives http://www.gpoaccess.gov/congress/house/budget/index.html)

 Why this slippage globally? The U.S. is at the epicenter of the downmove in economic activity that is rippling-through much of the world, with now a “hunkering down'' by the American consumer to far below historical trend growth spreading-out to reduce the export growth of numerous countries, although less exposed to a U.S. downturn than previously, still exposed, particularly to the demands for their exports from U.S. consumers and businesses. With intra-global regional trade more pronounced than ever before within Asia, the Eurozone and Emerging Europe, the Americas and the Middle East, those countries whose exports to the United States are weakening are also seeing trade flows and trade-related businesses with each other weaken. The financial turmoil and financial instability in the U.S. also are significant, operating to impact other countries indirectly through depressed housing activity, declining housing prices, and the negatives surrounding aggregate consumption and business spending. But the U.S. financial turmoil also is directly a factor, negatively impacting on global equity markets and taking away support for global economic activity by U.S.-based companies who are cutting-back and some damaged globally-based financial institutions whose balance sheets are contracting.

AT: “First Stimulus Package Failed”
Critics are wrong – Infrastructure spending can stimulate the economy – Japan and the First Stimulus package actually were successful 

Blodget, ‘12 – Editor-In Chief of Business Insider [Henry, co-founder CEO and, host of Yahoo Daily Ticker, Yes, It’s Time For a Massive Infrastructure Spending Program, Business Insider, June 19, 2012, http://www.businessinsider.com/infrastructure-spending-program-2012-6, June 19 2012] 

Ever since the 2009 stimulus "failed to fix the economy," the consensus in the US has been that government stimulus doesn't work. There's actually a lot of evidence to suggest that it did work, or at least helped improve the situation (check out these charts). But the theory that government spending "doesn't work" is pervasive. In support of this theory, everyone first points to Japan, where the government has been frantically "stimulating" the economy for two decades now. Then they point to the Great Depression, with its massive public-works programs. But other evidence suggests that the impact of government stimulus, specifically infrastructure stimulus, is being badly misunderstood. The work of economist Richard Koo, for example, suggests that Japan's stimulus has been vastly more successful than is commonly believed. Far from not working, Koo argues, Japan's government stimulus has kept Japan's economy alive for the past 20 years. Without the stimulus, Koo says, Japan's economy would not have crawled along for the last two decades—it would have collapsed. When the same logic is applied to the US stimulus of 2009-2010, the conclusion is that the stimulus "failed to fix" the US economy, but that it kept the recession from being much worse. In addition to Japan, one of the most often-repeated examples cited by those who say stimulus doesn't work is the US experience in the Great Depression. To see that stimulus doesn't work, they say, all you need to do is look at the huge public-works programs of the 1930s, which failed to pull the US permanently out of the Depression. What finally got the US out of the Depression, these folks continue, was World War 2. But what was World War 2 if not a gigantic government stimulus? That's exactly what World War 2 was. It put the US government deeply in debt, vastly deeper in debt than we are today. But it got our production engine humming again. And it set the stage for decades of impressive growth, during which we eventually worked off the World War 2 debt. So there's a lot of evidence to suggest that the current consensus that stimulus "doesn't work" is flat-out wrong. In fact, the evidence suggests, stimulus can keep the economy from collapsing while the private sector heals itself. And this, in turn, suggests that ruling out future stimulus in the form of infrastructure investment as a way to help the economy is a major mistake, especially with US infrastructure in such lousy shape and so many US workers idled by the construction industry slowdown.

Stimulus package created jobs – consensus of economists agree.

Stone, ‘12 – Chief economist at the Center on Budget and Policy priorities [Chad, staff writer for Economic Intelligence, Why Obama’s stimulus worked, US News, June 20 2012, http://www.usnews.com/opinion/blogs/economic-intelligence/2012/06/20/why-the-economic-stimulus-worked, June 20, 2012]

Everyone knows that the stimulus law didn't work, right? Except that it did. Congressional Budget Office Director Doug Elmendorf told Congress recently, "Our position is that the [2009] Recovery Act was not a failed program. Our position is that it created higher output and employment than would have occurred without it." Of course, not all economists agree. But in a survey by the University of Chicago's Booth School of Business, 80 percent of the 40 or so economists surveyed agreed with the Congressional Budget Office, known as the CBO, that the unemployment rate was lower at the end of 2010 than it would have been without the stimulus law. The survey asked a second question about whether—accounting for future costs arising from financing the stimulus with debt—its benefits would end up exceeding its costs. Here, 46 percent thought that they would and another 27 percent were uncertain, leaving only a small percentage that did not. The economists were also asked how confident they were in their answer. When the answers were weighted by each expert's confidence, only 4 percent of respondents believed the stimulus did not lower unemployment and only 14 percent believed that the benefits would not end up exceeding the costs.

Government stimulus boosts the economy – the New Deal and Obama’s first stimulus prove

Hoffa 2011 – president, International Brotherhood of Teamsters [James P,  Good Jobs 09/05/11 http://www.huffingtonpost.com/james-p-hoffa/good-jobs_b_948850.html

President Herbert Hoover's austerity budget strangled our economy during the early days of the Great Depression. It was Franklin D. Roosevelt's massive stimulus that got the economy growing again. Roosevelt made enormous investments in people and infrastructure through programs like the Works Progress Administration. From 1933 to 1937, the economy grew at the fastest pace in history. But in 1937, an anti-union Ohio Republican, Sen. Bob Taft, led conservatives in persuading Roosevelt to rein in spending. The result: a fall in Gross Domestic Product. Fortunately, Roosevelt quickly realized his error and changed course. He increased spending, and the economy started growing again. That government stimulus creates jobs and revitalizes economic growth is accepted as fact by businesspeople, financiers and even Martin Feldstein, Ronald Reagan's chief economist. Feldstein was among the first to call for stimulus spending after the financial crisis of 2008. Recently, Feldstein said Congress should limit tax breaks for corporations and wealthy individuals in order to raise revenue. There's no doubt now that the initial $787 billion stimulus was too small. At the time, the Teamsters Union and others argued for a larger stimulus. President Obama's former top economic advisor, Larry Summers, is now admitting that the stimulus was too small to pull the economy out of its doldrums. Another reason the stimulus didn't do as much as we'd hoped was that the economy was in much worse shape than we originally thought. Recently revised economic figures show that our Gross Domestic Product shrank by a staggering 7.8 percent in the six months following the global financial crisis in 2008. Once the stimulus money began to flow in the middle of 2009, the U.S. economy began to grow again. Three million jobs were created. But this year stimulus dollars dried up for state and local governments, budgets were cut and jobs were lost. The loss of those government jobs clearly acted as a drag on the economy. For the past year, the private sector added 1.8 million jobs, while cities and towns cut 340,000 jobs. I don't think anyone is happy with our economy right now. There are those who say the solution is to cut government spending and weaken unions. They couldn't be more wrong. 

AT: “They Don’t Assume Velocity of Spending”
Their velocity internal link is incoherent – it is a meaningless term that doesn’t explain underlying causes

Saville, 2006- Financial writer for the speculative investor [Steve 7/11/06 The Speculative Investor, Gorwth Causes Inflation?, accessed, http://news.goldseek.com/SpeculativeInvestor/1162915260.php  6/19/12]

But couldn't an increase in the "velocity of money" (the rate at which the same money gets passed from person to person within an economy) cause the general price level to rise even if the supply of money remained constant? The answer is no. Even if "velocity" were a useful monetary concept (it isn't) an increase in the velocity of money would have to be caused by something; the velocity of money couldn't just increase for no reason. So, someone who argued that an increase in the velocity of money was causing an increase in the general price level would then have to explain what was causing the increase in velocity in the first place. "Money velocity" is a concept that is meaningless at best and dangerous at worst. It is potentially dangerous because, like the whole "growth causes inflation" argument, it helps to conceal the truth about what causes money to lose purchasing power. If, for example, the economy-wide demand for money begins to fall then people will be quicker to exchange their money for the things that money can buy and economists will observe an increase in the velocity of money. However, the crux of the matter is the reason WHY the demand for money is falling. The economy-wide demand for money doesn't fall in response to people becoming more productive; it falls because people expect the money to be worth less in the future than it is today.

AT: “Poor Investment Planning”
The Treasury ensures that the most effective infrastructure programs will be funded – the bond process proves

Evans 11 Professor of economics and finance at the Univ of Oregon ( George W. April 2, 2011, The Stagnation Regime of the New Keynesian Model and Recent US Policy http://darkwing.uoregon.edu/~gevans/stickystag2april2011r.pdf , 06/19/12)

The Treasury could be involved in vetting and rationing the proposed projects, ensuring geographic diversity as well as quality and feasibility. One possibility would be for the President to announce a plan that encourages states and localities to submit proposals for infrastructure projects, which are then assessed. To ﬁnance their purchases of state and municipal bonds, the Treasury would issue bonds with a maturity in line with those acquired. For the Treasury there would be no obvious on-budget implications, since the extra Treasury debt issued by the Treasury to ﬁnance purchases of the state and municipal bonds would be oﬀset by holdings of those bonds. What would be the role of the Federal Reserve? The increase in infrastructure projects would go hand-in-glove with a policy of quantitative easing in which the Fed buys longer-dated US Treasuries, extending low interest rates further out the yield curve. In eﬀect, the Fed would provide ﬁnancing to the Treasury, and the Treasury would provide ﬁnancing to states and local government, at rates that make investment in infrastructure projects particularly attractive now and in the near future. In principle, the Federal Reserve could also directly purchase the state and municipal bonds. Alternatively they could provide ﬁnancing indirectly by making purchases in the secondary market for municipal bonds. Thus this proposal meshes well with the current discussion within the Federal Reserve Bank for quantitative easing, with the additional feature 20that the injections of money in exchange for longer-dated Treasuries would be in part aimed at providing ﬁnancing for new spending on infrastructure investment projects.

AT: “Alternate Causality – Europe”
Europe won’t cause global deflation – empirically commodity buyers will step in

Worah 2012 – former research associate at the University of California, Berkeley [Mihir P. June Why Inflation Could Rise Over the Long Term PIMCO Access Date June 21, 2012. Ph.D. in theoretical physics from the University of Chicago. http://www.pimco.com/EN/Insights/Pages/Why-Inflation-Could-Rise-Over-the-Long-Term.aspx
Q: If the eurozone fragments, could that lead to global deflation? Worah: Global deflation is certainly a tail risk that cannot be ignored in the event of a complete, disorderly fragmentation of the eurozone and a subsequent collapse in global demand. However, we believe policymakers will come forcefully to the rescue. We saw that in 2008. Also, we think there are strategic buyers of commodities who would step in at lower prices. China and India, for example, are building strategic oil reserves that they could expand in the event of a severe decline in oil prices. So there is a floor under commodities prices, in our view: Prices could decline precipitously for a few months, but we think the emergence of "dip buyers" combined with forceful policy actions should truncate a sustained era of deflation. To be sure, austerity measures in peripheral Europe ought to cause downward pressure on wages, and earlier we discussed how deflation could play a role in returning the periphery to competitiveness. But what we have seen over the last couple of years is that even with high unemployment rates and slack in those economies, wages are not falling substantially. This suggests there is an element of stickiness to nominal wages, and to inflation at low rates. To some extent, companies seem to find it easier to reduce their workforce than to cut salaries, and at a macro level we have not yet seen a deflationary trend in these countries.

AT: “Only Low Wage/Temporary Jobs”
Infrastructure spending can provide long term quality jobs – targeting key project is key.

Chin, ‘11– US Ambassador to the Asian Development Bank from 2007-2010 [Curtis, Washington Post writer, Obama's infrastructure bank won't create real jobs: Asia shows trade growth lifts economy more than government projects,  Washington Post, October 8 2011, proquest, June 21 2012]

Policymakers around the world need a more balanced approach to infrastructure, one that better embraces civil society and the private sector, including new forms of investment and ownership. We also need to think more seriously about models for better funding operations and maintenance, including public-private partnerships. In brief, this means a new attitude toward infrastructure, driven by a couple basic principles: First, we need to stop thinking of and selling infrastructure investment simply as a direct provider of short-term employment when times are bad. To do so risks not just bridges, but roads, rails and airports to nowhere. It also risks a decline in long-term support for critical infrastructure investment when promised jobs do not materialize. Second, we need to prioritize limited government resources on projects that will have more meaningful and sustainable economic results. We need to weed out what does not work and not be afraid to innovate. And third, we need to ensure the climate improves for private investment in infrastructure and its operations and maintenance. That means also ensuring that a welcoming business climate exists for the private enterprises and entrepreneurs that are the real drivers of job creation in any economy. On a basic economic level, obviously the larger-scale infrastructure development projects tend to contribute more to gross domestic product growth and employment, especially in the short-term. But when it comes to sustained growth, better focused projects of more modest scale can have a longer-term impact than bigger, costlier projects - shovel ready, or not. While putting people back to work must remain a short-term and long-term goal for policymakers in countries suffering chronic unemployment, the last thing needed is any institution, new or existing, pushing more bridges to nowhere, no matter how many short-term jobs might be created in building them. What the world needs more of are jobs for the long-term - jobs that matter and infrastructure that lasts. The two are not mutually exclusive.

AT: “Natural Rate of Unemployment”
High Unemployment isn’t sustainable – there is no natural rate of unemployment – there is no recovery without jobs

Farmer, 2009 -  Chair of the Economics Department at UCLA [Roger, The Financial Times http://blogs.ft.com/economistsforum/2009/08/the-great-recession-and-the-coming-jobless-recovery/#axzz1ySHtzECz The Great Recession and the coming jobless recovery August 6, 2009 Accessed June 20, 2012 

Which great idea will economists topple next? The next casualty of economic history will be the natural rate hypothesis. I make that case in two forthcoming books and in two recent NBER working papers. What is the natural rate hypothesis and why is it important? It is the idea that unemployment has an inherent tendency to return to some special natural rate that is a property of the available technology for finding jobs. It is a fact of nature, a bit like the gravitational constant in celestial mechanics. The natural rate hypothesis has been taught to every economist in every top economics department for the past 30 years. As part of the package they learn that the natural rate cannot be influenced by fiscal or monetary policy. The fact that central bankers believe this theory is important because it will lead them to conclude that high unemployment after the Great Recession is inevitable. That is why the Obama administration is psychologically preparing the public for the possibility that we will see double digit unemployment. If the natural rate of unemployment goes up by 5 per cent, get used to it. Economists have a name for it: A jobless recovery. But a jobless recovery is not inevitable. We do not need to accept the immense human misery that goes with permanent job losses. The natural rate of unemployment is not like the gravitational constant. It depends on the confidence of all of us and it can be influenced by policies that we can and should adopt. Confidence matters because it reflects peoples’ beliefs about what their houses and their retirement portfolios will be worth. It is reflected in what they are willing to pay for these assets today, and that determines how much they are willing to spend on new cars, refrigerators and holidays in Spain. When people collectively feel rich, we are rich. When our wealth goes up, we spend more on goods. This is not an illusion or the start of a new unsustainable bubble. It is a reality. When we spend more, firms hire more workers, unemployment falls, and the belief that we are collectively wealthier becomes a self-fulfilling prophecy. How does this relate to the labour market? Finding a job doesn’t just happen. It uses resources. Jobs can be filled by many unemployed workers searching for a few vacancies, or by many vacancies searching for a few unemployed workers. In the first scenario an economist would conclude that the natural rate of unemployment was high; in the second he would conclude that it was low. Both of these situations are different natural rates of unemployment. Which one we end up with depends on the confidence of you and me. How does all of this relate to the coming jobless recovery? All signs are that the US economy will begin to grow again in the fourth quarter of this year. But unemployment is expected to remain high. If economists continue to believe in the natural rate hypothesis, they will conclude, as we emerge from the recession, that the natural rate of unemployment has increased. Central banks will raise interest rates to prevent inflation and face accusations by some of choking off the recovery. In reality there is nothing natural about the natural rate. What economists see as the natural rate of unemployment is driven by the beliefs of stock market participants. If confidence is high, wealth will be high and employment will be high. If confidence is low, wealth will be low and employment will be low. Either situation is consistent with any level of GDP growth and any rate of inflation. A stock market rally is not enough. The market must rally to the point where wealth enables households and firms to purchase the goods that will maintain full employment. If this does not occur, and I think this is likely, we are heading for a jobless recovery. Is there an alternative? I believe so and I have made the case elsewhere by providing a new theory that goes beyond Keynesian and classical economics. But the alternative does not involve business as usual. As I argued in the Economists Forum, central banks must act to sustain the wealth of the private sector by making sure that it is high enough and stable enough, not just to sustain positive growth, but also to provide jobs for all.

AT: “Turn - Savings”
Infrastructure spending is ideal to stimulate the economy because it doesn’t decrease household savings

Evans 11 Professor of economics and finance at the Univ of Oregon ( George W. April 2, 2011, The Stagnation Regime of the New Keynesian Model and Recent US Policy http://darkwing.uoregon.edu/~gevans/stickystag2april2011r.pdf , 06/19/12)

Furthermore, this area of expenditure appears to be an ideal category for leading a robust recovery. In the stagnation regime, the central problem is deﬁcient aggregate demand. In past US past recessions, household consumption and housing construction have often been the sectors that lead the economic recovery. But given the excesses of the housing boom and the high indebtedness of households, do we want to rely on, or encourage, a rapid growth of consumption and residential construction in the near future? It would appear much more sensible to stimulate spending in the near term on infrastructure projects that are clearly beneﬁcial, and that do not require us to encourage households to reduce their saving rate. Furthermore, once a robust recovery is underway, these capital investments will raise potential output and growth because of their positive supply-side impact on the nation’s capital stock.

AT: “Turn - Trades off with Private Investment”
Transportation infrastructure won’t trade off with private investment – now is a unique time – low labor and material costs

The Economist, 2012 [ http://www.economist.com/blogs/freeexchange/2012/03/low-hanging-fruit Low-hanging fruit A good time for infrastructure investment Mar 28th 2012, Accessed June 2012]

THERE have been so many forehead-slapping moments in the policy-making process over the last few years that it's very difficult to choose the biggest howler of them all. One surely deserving of at least some votes is America's persistent failure to substantially increase infrastructure investment. It could certainly use it: The Congressional Budget Office estimates that America needs to spend $20 billion more a year just to maintain its infrastructure at the present, inadequate, levels. Up to $80 billion a year in additional spending could be spent on projects which would show positive economic returns. Other reports go further. In 2005 Congress established the National Surface Transportation Policy and Revenue Study Commission. In 2008 the commission reckoned that America needed at least $255 billion per year in transport spending over the next half-century to keep the system in good repair and make the needed upgrades. Current spending falls 60% short of that amount. The Treasury has just published a white paper full of reasons to favour additional investment. Even if you are sceptical of the utility of fiscal stimulus qua stimulus, now seems like a very good time to undertake much more investment than normal. As the Treasury paper points out, very low interest rates and high unemployment mean that the odds of crowding out private spending and investment are much lower than normal. Cheaper than normal capital and labour also imply that taxpayers will receive a better deal on spending than would typically be the case. The cost-benefit calculus on infrastructure investment has shifted toward doing more of it, or at least squeezing more expected investment into the present period. Other research, like the new Brookings paper by Brad DeLong and Larry Summers, also indicates that the bar for greater investment should be lower. Given the potential that unemployment will become increasingly persistent as time goes on, the value of government spending that reduces joblessness—even temporarily—is higher than may be appreciated. Any projects that seemed like good ideas in general, and there are a lot of them, look like really, really good ideas now.

