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NO DOUBLE DIP RECESSION
No double-dip recession – massive economic growth in July proves

WSJ 7/30 (David Cottle, 7/30/10, " Double Dip Talk Fades As Strong July Bows Out ", http://blogs.wsj.com/source/2010/07/30/double-dip-talk-fades-as-strong-july-bows-out/)

July is traditionally supposed to be a time of holiday-thinned stock-market doldrums. But not this year it seems.  Indeed, those investors who like to stay out altogether in the Northern-hemisphere summer, fearing the tricky combination of high volatility and low trading volume, will have missed out this month. U.S. stocks are something like 6% higher than they were at the start of July. In London the FTSE 100 was up over 8% at last look, Paris’s CAC 40 was up 6.4% and the DAX in Frankfurt has added 3.5%. Chinese stocks have done far better and are flirting with 10% gains.  And of course there have been plenty of market positives to support this global surge. For one thing second-quarter corporate earnings have pleased the crowds, on balance. From the tech sector through to the banks and on to oil (with the obvious exception of BP), earnings reports have regularly lifted the indexes.  Moreover, European sovereign debt problems have slipped for the moment from front-page prominence, although it would be a brave investor indeed who’d bank on them staying away for very long.  But, staying with Europe, we’ve also had the results of banking ‘stress tests.’ They were better than even the most committed europhile could have dared hope. While some faint hearts had feared disastrous results, especially from Spanish cajas and German landesbanken, in the end more or less every bank passed. And even the few which didn’t are not in need of more huge bailouts–in the judgement of the testers.  Given all that, it’s perhaps not surprising that stock markets have had a good run. A few investors’ most pressing worries seem to have proved less threatening than they were, if still not entirely groundless.  It is, however, also worth pointing out that in most cases the indexes have simply retraced falls seen in June. Since then, chatter about double-dip recession has been largely replaced with the view which prevailed for most of the year; one of endless monetary stimulus for the old industrial economies, lackluster economic growth and tolerable corporate profitability.  This looks like the base case the markets are going to take with them into year end; so they’ll also be closely watching the economics. Any signs that the developed economies can’t even live up to the relatively modest growth expected of them for the remainder of the year would be very bad news indeed. 

NO DOUBLE DIP RECESSION
Double dip won’t happen – economists prove

Chris Ciovacco 7/30/10 (“Economy Remains ‘Several Notches Above Double Dip’”, SeekingAlpha, http://seekingalpha.com/article/217636-economy-remains-several-notches-above-double-dip)
John C. Williams, Director of Research for the Federal Reserve Bank of San Francisco, made a presentation to community leaders in Portland on July 28, 2010. As we go through some of his remarks, keep in mind Mr. Williams is the “numbers guy” for the Fed on the West Coast. He probably understands the current data as well as anyone. Recent economic data have been disappointing and there’s no denying that the economy has hit a bit of a rough patch. Still, I believe that the recovery that has been in train for about a year is still on course, albeit at a more subdued pace. We economists keep a list of words we use to describe economic growth. It’s very carefully calibrated from “torrid” at one end to “freefall” at the other. The silver lining is that we’re still better than “meager” and “anemic.” And, thankfully, we are still several notches above “double dip recession.”  The key terms above are “several notches”. He didn’t say “hanging by a thread”. He didn’t say “one notch above”, he choose to say “several notches above a double dip recession”. If you examine the current data in hand, the odds of a double-dip remain relatively low, with 30% being the high side of most forecasts. Recent consumer confidence numbers and the past few months of action in the financial markets don’t seem to match the economic data. We agree with Mr. Williams’ remarks below in that we are experiencing a lack of confidence or something more akin to a lack of trust. 
No chance of a double dip – economists poll and economic growth prove
Kiplinger.com 7/29 (7/29/10, " Double-Dip Recession Unlikely, Economists Say ", http://www.kiplinger.com/news/article.php/doubledip-recession-unlikely-economists-say-19913597.html)

While economic growth should slow in the coming months, the risk of a double-dip recession is unlikely, economists polled by the Associated Press say.  A majority of the 42 economists surveyed by the news service believe the U.S. economy won't turn south once again - though they're hardly bullish on its near-term prospects. They believe unemployment will be no lower at year-end than it is now, and they expect economic growth to weaken to less than 3 percent in the second half of the year.  That estimate is roughly in line with the one put forth by the International Monetary Fund early in July. The IMF said the U.S. economy would post a full-year growth rate of 3.3 percent in 2010 and slow to 2.9-percent growth in 2011.  As the AP notes, the tepid recovery can be blamed, in part, on consumers' reluctance to spend freely. The economists polled by the organization expect Americans' savings rates to hover around 4 percent this year and next - and with consumers' confidence in the state of the economy on the decline, it may be some time before average Americans feel bold enough to open their purse strings.ADNFCR-2925-ID-19913597-ADNFCR
No double-dip recession – stimulative policies, business inventories, and Asia exports prove

Reuters 7/22 (7/22/10, " NY Fed's Dudley: Double-dip recession not likely ", http://www.reuters.com/article/idUSWEN751920100722)

Aggressively stimulative monetary policy and improvement in access to credit should prevent the U.S. economy from falling back into recession, a top U.S. Federal Reserve official said on Thursday.  "We think the risk of double dip is quite low. The reason for that is quite straightforward: policy is quite stimulative. It's set on very aggressive easing setting," New York Federal Reserve Bank President William Dudley told reporters at a news briefing.  Lean business inventories should also help keep the economy growing, while strong growth in Asia should help increase U.S. exports and could boost manufacturing employment. The briefing was focused on the outlook for manufacturing and the regional economy.  Dudley also said that access to credit, "while not back to health, is healthier today than it was a year ago."  Financial sector employment is also on the mend, though Dudley said whether it returns to pre-recession levels "remains an open question." 

NO DOUBLE DIP RECESSION
No double dip recession – consensus and recent growth proves.

Forbes (blog) 7/30 (7/30/10, " Don't Worry About A Double-Dip, Think Long Term And Diversification ", http://blogs.forbes.com/investor/2010/07/30/dont-worry-about-a-double-dip-think-long-term-and-diversification/)
The first estimate of second-quarter GDP growth will be published this  morning. Bloomberg’s consensus forecast calls for the U.S. economy to have expanded at a 2.5% pace. The actual reported number will be revised in subsequent reports from the Commerce Department. (First-quarter GDP was 2.7%.)  Many forecasts for the second half of the year call for more of the same. For instance, T. Rowe Price anticipates the economy will expand at a 2.8% rate in the third quarter and a 2.7% rate in the fourth quarter. As you are well aware, there are concerns that the downside risks could make current forecasts too optimistic. The Federal Reserve used the words "slow," "slowly" or "slowed" six times in the abstract of its Beige Book report On Wednesday. Dallas Federal Reserve President Richard Fisher predicted in a speech yesterday that U.S. economic growth will be below 3% "for a prolonged period."  As far as the dreaded double-dip recession, the threat depends on who is making the forecast. The consensus is that we will avoid it, though the degree of certainty varies. Vanguard recently published a report putting the odds of a double-dip recession at 20%. Conversely, Sam Stovall at Standard & Poor’s observed that "several factors" suggested that concerns about double-dip occurring have ceased.  Brokerage analysts aren’t factoring a double-dip recession into their profit projections. The consensus forecast for S&P 500 earnings stands at $79.38, an increase from the average projection at the start of the year. (To be fair, the current estimate is 96 cents lower than it was a month ago, so we are no longer seeing an upward trend in revisions. However, actual second-quarter results likely have not been factored in.)  The best strategy continues to be what many of you already practice: diversify, focus on the long term, and allow for a margin of error in all of your investment decisions. Diversification will allow you to be exposed to whatever asset class generates the highest return in the second half. It will also help to cushion your portfolio against any downside volatility. 

No double dip recession – positive economic indicator and Treasury secretary says so

Herald Sun 7/25 (7/25/10, " US 'not headed for double-dip recession' ", http://www.heraldsun.com.au/geithner-says-us-not-headed-for-double-dip-recession/story-e6frfku0-1225896811292)

US TREASURY Secretary Timothy Geithner said today he did not believe the country will “double-dip” back into recession before the economy improves.  Speaking on NBC’s Meet the Press, Mr Geithner said the most likely scenario would be a gradual recovery of the economy “over the next year or two."  "You see job growth start to come back again … investments expanding, manufacturing get a little stronger, exports better. Those are very encouraging signs," he said.  Most Americans understand that recovery will be gradual, Mr Geithner said.  "We're living still in a lot of challenge because the scars of this crisis ran so deep."  In a separate interview with ABC News' This Week, Mr Geithner said the Obama administration would push to allow tax cuts for individuals making more than $US200,000 ($223,000) a year and families making more than $250,000 to expire, despite concerns from Republicans and some Democrats that it will slow economic growth. He said allowing the tax cuts to expire won't slow growth because it will affect only two to three percent of Americans and will show the nation's commitment to trimming the deficit.  Without action from Congress, tax cuts enacted under President George W. Bush will expire at the year's end.  "We think that's the responsible thing to do because we need to make sure we can show the world that [we are] willing as a country now to start to make some progress bringing down our long long-term deficits," Mr Geithner said.

NO IMPACT – DOUBLE DIP
A “double-dip” recession has no impact on the economy and no Congressional policy will change the economy unless it addresses the multiple economies of US.

Time 2009 (“A Double Dip Recession? Who Cares?” , Zachary Karabell , http://www.time.com/time/magazine/article/0,9171,2007409,00.html?xid=rss-topstories#ixzz0vGdx3kNM)
What should be most striking about these concerns, however, is how little they matter. A double dip is a period of economic contraction that follows a brief recovery after a recession. It's a useful prop for framing economic and political debates but doesn't describe what's actually happening across the country. The reality is that if you are doing well in this economy, either as a company or an individual, you will continue to do well regardless of a statistical double dip. If you are doing badly, you will continue to struggle whether or not the economic data are improving. (See 10 big recession surprises.)  But for tens of millions of others, there is no recession. For the college-educated, the unemployment rate is 4.4% (for college-educated women, less than that). For them, wages have been rising, since more-skilled workers command higher salaries and industries ranging from technology to health care have been hiring and expanding. Those workers are enjoying — in relative moderation — the fruits of modern society, including owning homes, buying millions of cool gadgets like iPhones and BlackBerrys, taking summer vacations, sending their children to costly but worthy colleges and worrying over their retirement accounts, which means that they have retirement accounts to worry about. (See the best business deals of 2009.)  And then there are millions of others who fall on the spectrum in between. Very few of these groupings will be altered by a double-dip recession. If the economy expands by 3% over the next quarters, there is little indication that the millions currently struggling or the many more in limbo will suddenly be less in limbo. Nor is there any reason to suppose that companies will suddenly start hiring again. They have integrated productivity-enhancing technologies, understand the dynamics of inventories and had been trimming workforces for years before the 2008-09 crisis. Better policy from Washington won't change that; nor is worse policy truly the cause of it, though it is a convenient excuse.  On the flip side, if the economy contracts a bit, there is no reason to expect fewer iPads will be bought. After all, save for a brief few months at the very end of 2008 and the very beginning of 2009, the economic activity of the haves showed remarkable resilience. While contraction will lead to more negative sentiment, sentiment is already negative and is not a reliable indicator of activity. People can feel bad and spend money — and often do.  So the double-dip question is yet another rabbit hole that distracts from the structural realities and challenges that the U.S. — and the rest of the world — faces. The debate speaks to a false belief that our macro statistics tell us something truly meaningful when in fact they are no better than shadows of shadows that offer at best a blurry facsimile. Until we begin to have a discussion about the multiple economies that constitute the U.S., our attitudes and our answers will fail to generate the desired — and shared — outcome of a more secure and prosperous future for all. 

Double-dip recession won’t be bad – limited downside

GuruFocus.com 7/30 (7/30/10, " How The Risk of a Double Dip Recession is Being Overblown ", http://www.gurufocus.com/news.php?id=101578)
 Let’s assume for the sake of the argument that I am horribly wrong, and that the economy continues to dive right into a double dip recession. Let’s tack on other assumptions, too, including a double dip in Europe (which does seems likely, though no one is talking about it), persistently high unemployment and a bleak outlook for home prices. Let’s also assume our political leaders remain reasonably rational in their response to this scenario ‐ or at least that they fake it for a while.  Should a double dip occur, even under those circumstances, it’s hard to see it being anything other than a mild recession.  Housing is already near a bottom, banks have already been re‐booting themselves with new capital, and big companies have already gone through rounds of deep layoffs – and they’re sitting on historically high piles of cash. And whether you’re a supply‐sider or a Keynesian, that we’re coming up on election season means that a double dip will certainly not go unaddressed in D.C.  So even if I’m wrong, I believe the downside is limited ‐ at least in terms of investing. You are on your own if you quit your job to flip condos in Vegas again.  This, by the way, is also why you need a margin of safety in the companies you buy shares in, too – in case things go south for reasons you don’t originally contemplate. 

DOUBLE DIP COMING NOW
Double dip recession is coming – economic statistics and house prices prove

Reuters 7/27 (7/27/10, " Chance of double-dip recession is high: Shiller ", http://www.reuters.com/article/idUSTRE66Q40Y20100727)

The state of the economy is worrisome and there is a high possibility of a double-dip recession, one of the property market's most well-known economists said on Tuesday.  Robert Shiller, professor of economics at Yale University and co-developer of Standard and Poor's S&P/Case-Shiller home price indexes, told Reuters Insider he does not know where home prices may be headed, but believes the economy may be on a precarious path.  "For me a double-dip is another recession before we've healed from this recession ... The probability of that kind of double-dip is more than 50 percent," Shiller said.  "I actually expect it."  Shiller said he is unclear where home prices are headed.  "I don't know," he said. "I am taking a "wait-and-see" attitude," he said.  U.S. single-family home prices rose more than expected in May, reflecting robust spring sales spurred by homebuyer tax credits, the Standard & Poor's/Case Shiller home price indexes showed on Tuesday. 

Double dip recession coming – slow growth and GDP prove
Telegraph.co.uk 7/30 (James Quinn, 7/30/10, " Double-dip feared as US economic growth loses pace ", http://www.telegraph.co.uk/finance/economics/7919706/Double-dip-feared-as-US-economic-growth-loses-pace.html)

Fears that the world's biggest economy could be heading into a double-dip recession took hold on Friday after US growth was shown to have contracted sharply in the second quarter. The Dow Jones Industrial Average fell by as much as 120 points after annualised growth in gross domestic product (GDP) was found to have slowed from 3.7pc in the first quarter to 2.4pc in the second. That came on the back of growth of 5pc in the final three months of 2009.  The US was initially thought to have grown by 2.7pc in the first quarter but that was revised upwards on a day of surprises for economists. The US Commerce Department also revised downwards GDP figures all the way back to the beginning of 2007.  The second-quarter slowdown led economists to question whether the US might be poised to enter a period of negative growth later in the year, leading to a much-feared double-dip recession. The Dow Jones fell sharply after the release of the GDP data before recovering ground to settle down 40.72 at 10,426.44 in lunchtime trading.  "The post-recession rebound is history," said Bart van Ark, chief economist for the Conference Board, an economic think-tank.  Economists had predicted second-quarter growth of 2.5pc, but their disappointment was compounded by the revised data for the first three months of 2010.  Consumer spending – which accounts for two-thirds of US GDP and is seen as a lead indicator of economic recovery – slowed, rising by 1.6pc in the quarter, compared with 1.9pc in the prior three months. The savings rate rose to 6.2pc as consumers instead put money to one side.  The biggest factor in the slowdown was the US's widening trade deficit, following a 28.8pc surge in imports – the sharpest rise in 26 years – against a 10.3pc rise in exports.  It was the size of the downward revisions to previous years' growth which most concerned economists. In 2009 the economy was previously estimated to have declined by 2.4pc, but the figure was revised to a drop of 2.6pc. In 2008, the revision was from 0.4pc to no growth, while 2007's 2.1pc growth rate was revised to 1.9pc.  "The prospects of a double-dip or some facsimile thereof were bolstered… by the contours of the second-quarter GDP report," said David Rosenberg, chief economist at Gluskin Shef.  Nigel Gault, chief US economist at IHS Global Insight, was more wary, saying that a full reversal into a double-dip recession "remains a possibility" but was not his "base case".  The disappointing growth numbers were compounded by the International Monetary Fund's (IMF) annual report on the US economy. The IMF said there may be a need for the Obama administration to increase the amount of fiscal stimulus in order to boost the recovery, warning the "outlook remains uncertain". 

DOUBLE DIP COMING NOW
Double-dip recession coming – low economic statistics and low stock values

Herald Scotland 7/31 (Douglas Hamilton, 7/31/10, " Double-dip fears as US growth sluggish ", http://www.heraldscotland.com/business/markets-economy/double-dip-fears-as-us-growth-sluggish-1.1045015)

US economic growth slowed between April and June, with gross domestic product growing by an annualised rate of 2.4%, raising concerns the world’s biggest economy is heading for double-dip recession.  The second-quarter figure compares with an annual rate of 3.7% in the previous three months. It is a first estimate from the Commerce Department and could be revised either up or down in the coming months. It was slightly lower than analysts’ predicted and rattled financial markets on both sides of the Atlantic.  The New York Stock Exchange’s Dow Jones industrial average fell more than 100 points in early trading, before recovering.  The US, like Britain, is still plagued by weak consumer confidence and high unemployment. The UK recorded growth of only 1.1% in the second quarter, but that was better than many City experts had expected.  “The economy is muddling through,” said Ethan Harris, a senior analyst at Bank of America-Merrill Lynch in New York. “We’re probably not going to see a really strong number for a while. We need to see some pickup in job growth.” Harris was referring to America’s high unemployment rate of 9.5%.

Double-dip recession coming now – 8 reasons

ETFguide 7/28 (Daryl Montgomery, 7/28/10, " 8 More Reasons for a Double-Dip Recession ", http://www.etfguide.com/research/396/23/8-More-Reasons-for-a-Double-Dip-Recession/)

As companies continue to report earning above expectations, the economic numbers continue to weaken and the case for a double-dip recession continues to strengthen. Here are eight reasons why another recession is imminent.    As earnings season continues and one company after another beats expectations, the economic numbers are continuing to come in below estimates. The data and indicators are increasingly painting a picture of an economy that is falling apart. Here are a few of the reasons why another recession is imminent:   1. U.S. orders for durable goods fell 1.0% in June. Economists expected them to rise 1.0%.  Excluding the volatile transportation sector, orders fell 0.6% and shipments were down 1.3%. Inventories rose for the sixth month in a row, indicating goods are being produced, but they're not moving out the door.      2. Industrial output in China fell 2.8% in June. A "potential weakening of the global economy" was cited as the cause.   3. The ECRI (Economic Cycle Research Institute) weekly leading indicators have fallen as low as minus 10.5. There has never been a case when they have gotten this low and there hasn't been a recession.   4. The Consumer Metrics Institute's Growth Index has been negative since January and is now around minus 3.0 (it fell to around minus 6.0 in August 2008). It leads U.S. GDP by approximately two quarters.   5. The U.S. trade deficit widened in May and was the largest in 18 months. This happened even though oil imports fell over 9%. Rising oil imports are usually the factor that makes the trade deficit go up. The trade deficit subtracts from GDP.   6. After a sharp drop in June, U.S. consumer confidence fell even more in July. The Conference Board's latest reading was 50.4. As usual, economist's estimates were on the high side. A reading of 90 or above indicates a robust economy. Before the most recent recession, consumer spending was 72% of GDP.   7. U.S. weekly unemployment claims refuse to drop below 400,000, the approximate dividing line between recession and non-recession. At no point during the current 'recovery' have they gotten that low. The unadjusted number of claims for the week of July 17th was 498,000. Even though companies are reporting huge earnings increases and raising estimates for next quarter, more and more workers continue to lose their jobs.   8. The economic cheerleader-in-chief, Fed Chair Ben Bernanke, gave a gloomy report on the U.S. economy last week in his bi-annual testimony before congress. Bernanke didn't see the subprime crisis coming, nor did he realize the U.S. was in a recession in the spring of 2008, months after the recession had begun. So if even he admits the economy is weak, it must really be in bad shape. Bank of England Governor Mervyn King, has also recently stated, "Britain can't be confident that a sustained recovery is under way".

DOUBLE DIP COMING NOW
Double-dip recession coming now – unemployment, low consumer confidence, and slow growth proves

Guardian 7/30 (7/30/10, " US economy shows signs of slowdown as consumer spending falters ", http://www.guardian.co.uk/business/2010/jul/30/us-economy-falters-consumer-spending-slows)

The US recovery appears to be faltering after a slowdown in consumer spending dampened growth and fuelled fears of a double dip recession.  President Barack Obama's hopes of a strong showing in November's congressional elections took a blow as official figures revealed that the US economy grew at an annualised rate of 2.4% in the second quarter compared with 3.7% in the first three months of the year.  Slower growth across the US, where almost one in 10 are out of work, was expected by economists. But many expressed surprise at the extent of the slowdown and the continued anxiety among consumers. While business investment grew strongly, consumers sat on their hands. Spending on services was especially weak with figures showing a meagre 0.8% annual rise.  Christina Romer, chair of the White House council of economic advisers, said the growth had averaged more than 3% in the first half of the year, but expressed concern at a slowing trend.  "This solid rate of growth indicates that the process of steady recovery from the recession continues. Nevertheless, faster growth is needed to bring about substantial reductions in unemployment. Much work clearly remains to be done before the economy is fully recovered," she said.  Gerard Lyons, chief economist at Standard Chartered, said the US was continuing to grow but unlike previous recoveries was failing to gain momentum.  "Normally at this stage of the recovery we see confidence returning, but that just isn't happening at the moment. Instead we see anxiety about the future and the outlook for sub-trend growth," he said.  Lyons warned that while a policy of low interest rates and support for the banking sector was keeping the economy from slipping back into recession, there would need to be further injections of funds by the Federal Reserve by the end of the year to maintain growth.
ECON NOT RECOVERING

While the economy was recovering, it now needs continued consumer spending to support it—that isn’t coming any time soon

 JEANNINE AVERSA July 30, 2010 – AP Economics Writer (“Recovery loses speed as consumers turn cautious”, Associated Press Online, LexisNexis Academic, accessed 06/23/10)

The recovery lost momentum in the spring as growth slowed to a 2.4 percent pace, its most sluggish showing in nearly a year and too weak to drive down unemployment. Consumers spent less, companies slowed their restocking of shelves and the nation's trade deficit dragged more on the economy in the April-to-June quarter. In a separate report, the Commerce Department said the recession was deeper than previously estimated. Together, the reports raise doubts about whether employers will hire enough and consumers will spend enough to invigorate the economy. As unemployment remains near double digits, Congress could feel pressure to pass more stimulus measures to speed the recovery. So far, Republicans and some Democrats have blocked additional spending because of their concerns about the size of the deficit. Investors reacted to the report with disappointment. Stock futures fell in the hour before the markets opened. However, losses moderated in morning trading after the University of Michigan/Reuters consumer sentiment index for July rose slightly more than expected. The Commerce Department report released Friday did offer some encouraging news. Businesses invested the most in 13 years on equipment and software during the second quarter. For the first time in two years, builders boosted spending on commercial projects. And home builders spent the most in 27 years, although many expect that to fade now that government homebuying tax credits have expired. The report also showed that the economy grew at a 3.7 percent pace in the first three months of this year. That was much better than the 2.7 percent pace estimated just a month ago. Still, the recovery has been losing power for two straight quarters. That raises concerns about whether it will fizzle out. Or worse, tip back into a "double-dip" recession. President Barack Obama said Friday that his administration's bailout out of U.S. car companies saved more than 1 million jobs and kept communities that depend on the auto industry afloat. Speaking at a Chrysler plant in Detroit that recently hired more than 1,000 people, Obama said progress in the auto industry is one of the bright spots in the nation's economic recovery. The economy began to grow in the third quarter of last year after having suffered the worst recession since the Great Depression. And in the following quarter the economy's growth surged at a 5 percent pace, the high water mark of the rebound. Much of the expansion was driven by the government's massive $862 billion stimulus package of tax cuts and increased spending. Also, companies helped energize growth with a burst of spending to replenish inventories that were cut down during the recession. Now, as those forces are fading, concerns are growing as to whether the private sector can boost spending and investment enough to keep the recovery afloat. Consumer spending, usually the lifeblood of economic activity, slowed in the second quarter. Such spending rose at an anemic 1.6 percent pace. That was down from a 1.9 percent pace in the first quarter and was the weakest showing since the end of last year. Instead, Americans saved more. They saved 6.2 percent of their disposable income in the second quarter, the highest share in a year. The 2.4 percent growth rate logged in the April-to-June quarter was the weakest since a 1.6 percent pace in the third quarter of last year, when a record streak of four straight losing quarters came to an end. 

ECON NOT RECOVERING

The Economy is doomed—stagnation and decline are everywhere and even the good news they talk about betrays how far the economy will fall

JEANNINE AVERSA July 30, 2010 – AP Economics Writer (“Bleak outlook for economy as growth slows”, LexisNexis Academic, The Associated Press, accessed 6/31/10)

The economy is still growing, just not by much. And until that changes, don't look for the jobs to come back. Americans spent less and businesses thought twice about restocking their shelves in the past three months, making for a sluggish spring. And the government now says the recession was a deeper hole to climb out of than previously known. The gross domestic product, the broadest measure of U.S. economic output, grew at an annual rate of 2.4 percent from April to June, down from 3.7 percent the quarter before and the weakest showing in nearly a year. Many economists say the economy is growing even more slowly now. "The economy has lost some steam," said Sung Won Sohn, an economist at California State University, Channel Islands. "Some of the pistons in the engine are sputtering, and economic momentum is slowing." Even the good news for the economy this spring came with an asterisk. Home builders, for example, increased their spending at the fastest pace in 27 years. But economists say that was likely a one-time event propelled by a now-expired tax credit for homebuyers. Companies also invested in equipment and software this spring at the fastest pace in 13 years. And they are expected to keep up that spending. But even that won't be enough to invigorate the rebound. And some spending on equipment that increases productivity actually makes it easier for companies to do without more workers. Uncertain about the strength of the recovery, companies are sitting on record piles of cash, loath to use the money to hire new workers and expand operations. Caterpillar Inc., * Company Dossier Dupont Co. and Microsoft Corp. are among companies reporting strong second-quarter earnings in the past two weeks yet they aren't ready to bulk up their work forces. With the fall elections looming, Republicans in Congress and some Democrats have shown little inclination to pass additional stimulus measures that would add to the deficit in order to speed up the recovery. The Federal Reserve is exploring new steps to bolster the recovery in case the economy flashes danger signs of sliding back into recession or of a dangerous bout of deflation. Policymakers could cut the interest rate paid to banks on money parked at the Fed to zero. They could also promise to keep rates at record lows for longer, or revive programs to buy mortgage securities or government debt. The economy has now grown four quarters in a row, but economists still fret about the possibility that it will slip into a recession again the dreaded "double dip." "The odds are we'll muddle through without backstepping into recession," said Mark Zandi, chief economist at Moody's Analytics. "But the odds are uncomfortably high that I'm wrong." Investors at first reacted to the GDP report with disappointment but seemed less concerned as the day wore on, particularly when a reading on consumer sentiment came in higher than expected. The Dow Jones industrial average closed virtually unchanged. The report also showed that the economy grew faster early this year than initially thought. The 3.7 percent annual rate of growth from January through March is up from first estimates of 2.7 percent. But those gains are in the past. The economy began to grow in the third quarter of last year after having suffered the worst recession since the Great Depression. And in the final quarter of 2009, the economy surged at a 5 percent pace. That was the high point of the rebound so far. Much of the expansion was powered by the government's $862 billion stimulus package of tax cuts and spending. Also, companies helped energize growth with a burst of spending to replenish inventories that had been cut down during the recession. Now those forces are fading. As they do, doubts are growing about whether the private sector alone can sustain the recovery. Businesses have not been adding enough jobs to keep up with population growth, and unemployment is stuck near 10 percent. People seem to be squirreling money away, perhaps because their homes are worth less these days, said Bill Gullickson, chairman of McLaughlin, Gormley King Co. of Minneapolis, which makes insecticides. He has no plans to add to his work force of about 100. "A lot of people feel poor, and they are acting that way. Times are tough," he said. Consumer spending, usually the lifeblood of the economy, is rising at only an anemic rate. Instead, Americans are saving more of their disposable income now than they have in about a year. "I think we're sort of stuck," Robert Steinkrauss said Friday as he headed to work in New York. "You hold off on purchases, you hold off on vacations so everybody is in sort of a wait and see mode." The federal government increased its spending at the fastest pace in a year. But economists expect that growth to slow, too. And state and local governments are grappling with historic budget shortfalls. In the revisions issued Friday, the government estimated the economy shrank 2.6 percent last year. That's worse than the 2.4 percent decline originally estimated. Both cases represented the sharpest economic contraction since just after World War II. It takes about 3 percent growth in gross domestic product just to create enough jobs to keep pace with population growth. And economic growth would have to equal 5 percent for a full year to drive the unemployment rate down by a single percentage point. The government will revise its estimates for second-quarter economic growth twice. The first estimate is missing final figures on trade and how much businesses invest in their inventories. 

ECON NOT RECOVERING
The economy will start to sputter out—projections of growth are wrong

Courtney Schlisserman Jul 31, 2010 (“Economy in U.S. Will Probably Keep Cooling as Lack of Jobs Limits Spending”, http://www.bloomberg.com/news/2010-07-31/economy-in-u-s-will-probably-keep-cooling-as-lack-of-jobs-limits-spending.html)

The world’s largest economy will probably keep cooling in the third quarter as a lack of jobs prompts American consumers to rein in spending. The economy in the U.S. grew at a slower-than-forecast 2.4 percent annual rate from April through June after expanding at a 3.7 percent pace in the previous three months, Commerce Department figures showed yesterday. Household purchases climbed at a 1.6 percent rate following a 1.9 percent first-quarter gain that was smaller than previously estimated. “The economy is still struggling to gain traction,” David Resler, chief economist at Nomura Securities International Inc. in New York, said in an interview. “Consumers are going to be very cautious about spending, especially about big-ticket items.” Growth in the past three months was supported by increases in inventories, home construction, business investment and government spending that may not be matched this quarter. The pace of recovery in the first half of the year kept unemployment hovering near 10 percent, raising the risk that household purchases will not rebound. Nomura’s Resler forecasts the economy will expand at a 1.7 percent pace from July through September. Most stocks climbed yesterday as better-than-projected earnings overcame concerns the economy will slow. The Standard & Poor’s 500 Index were little changed to 1,101.6 at the 4 p.m. close in New York. Deeper Slump The worst U.S. recession since the 1930s was even deeper than previously estimated, reflecting bigger slumps in consumer spending and housing, according to the Commerce Department’s annual revisions also issued yesterday. The economy shrank 4.1 percent from the fourth quarter of 2007 to the second quarter of 2009, compared with the 3.7 percent drop previously on the books, the report showed. Household spending fell 1.2 percent in 2009, twice as much as previously projected and the biggest decline since 1942. “The typical pattern is to snap back hard and you just haven’t done that,” Jay Feldman, an economist at Credit Suisse in New York, said in an interview. “We’re not calling for a double-dip, it’s a moderate recovery. Things will appear to be slowing.” Credit Suisse forecasts growth will average 2.75 percent in the second half of the year, compared with 3.1 percent for the first six months. Below-Average Rebound Over the past 12 months, the economy grew 3.2 percent. The first years of recoveries from recessions in the mid 1970s and early 1980s averaged 7 percent, Feldman said. Economists at HSBC Securities USA Inc. in New York forecast average growth of 2 percent from July through December, while the Conference Board, a New York-based research group projects 1.6 percent. Excluding growth in inventories and residential spending, gross domestic product rose at a 0.8 annual rate percent as consumer purchases slowed and the trade deficit swelled. The trade gap in the second quarter widened to $425.9 billion from $338.4 billion, subtracting 2.8 percentage points from growth, the biggest reduction since 1982, yesterday’s report showed. Imports grew at a 29 percent pace, while exports climbed 10 percent. Residential construction climbed at a 28 percent pace last quarter, the biggest gain since 1983, rebounding from a weather- related first-quarter slump and supported by a government homebuyer tax credit. The expiration of the incentive has caused sales to slump, indicating the industry will weigh on growth for the rest of the year. More Inventories The buildup of inventories may also represent an economic stumbling block. Stockpiles climbed at a $75.7 billion annual pace last quarter, the biggest gain in more than four years. Without a pickup in consumer spending, inventories are not likely to repeat that performance, according to Joel Naroff, president of Naroff Economic Advisors Inc. in Holland, Pennsylvania. Similarly, a 22 percent surge in business investment, the biggest advance since 1997, isn’t sustainable, he said. “Businesses are pretty much at the point where they will only add to inventories at a replacement basis rather than a rebuilding basis,” Naroff said in an interview. “Once they finish investing in equipment and make all the adjustment in inventories, now they are back to fundamentals. There is nothing there that tells me the rest of this year will be anything special.” 

ECON NOT RECOVERING

The economy is slowing down, and forecasts for positive growth are wrong
DAVID RESS July 31, 10 – STAFF WRITER FOR TIMES-DISPATCH , 

 (“Federal estimate shows U.S. economy appears to be slowing”, http://www2.timesdispatch.com/business/2010/jul/31/econ31-ar-356295/, accessed 7/31/10)
Richmond, Va. - The U.S. economy's growth slowed this spring, according to a closely watched -- but usually heavily revised -- federal statistical estimate. The U.S. Commerce Department's flash estimate of the total of goods and services produced in the country -- the gross domestic product -- showed the GDP grew at an annual rate of 2.4 percent during the second quarter. At least until the statisticians take another crack at the number next month. The GDP is down from a first-quarter rate of 3.7 percent -- a rate the statisticians yesterday revised upward by 1 percentage point, for a 37 percent correction. Confused? Just wait. Christine Chmura said the slower rate in the second quarter and the upward revision in the first quarter come down to a challenge of counting when businesses started beefing up inventories. "Now, in underlying numbers, there are a lot of other areas of growth," said Chmura, president of Richmond-based Chmura Economics and Analytics. "And you saw they revised a lot of numbers from earlier years -- turns out it was what we all felt, the recession was a lot deeper." Mark Vitner, senior economist at Wells Fargo Securities in Charlotte, said the second-quarter growth was moderate and pretty much what he had expected. "The recovery over the last year now looks a little stronger, with real GDP up 3.2 percent over the past year," he said. "The strength is somewhat misleading, however," he said, pointing to a series of revisions of earlier government estimates of economic activity. The quarterly GDP estimate released yesterday is based on surveys of economic activity for the first two months of the April-to-June quarter as well as assumptions by government economists and statisticians about data they don't have. Yesterday, they said their revision for the first quarter GDP estimate turned out to have understated growth by 1 percentage point. The economy, they now estimate, grew at an annual rate of 3.7 percent in that quarter. On top of that, they said, their regular reviews showed their estimates for economic growth in 2007, 2008 and 2009 also were wrong -- at least for now. The economy in 2007, they now think, grew by 1.9 percent, or 9.5 percent less than the 2.1 percent rate they had revised previously. In 2008, the economy didn't grow at all, instead of posting the 0.4 percent gain they thought it had. Last year, the latest thinking is the economy shrank by 2.6 percent, a 7 percent downward revision. In this year's second quarter, consumer spending, fixed investment and rises in business inventories boosted the economy, the Commerce Department said. Tax incentives meant to get consumers to buy big-ticket items, rebates for buying energy-efficient appliances, and hot weather leading people to crank up air conditioners all boosted consumer spending, while the inventory run-up likely means businesses will scale back new orders for goods in the months to come, Vitner said. "Is this negative or positive?" asked Kent Engelke, managing director of Henrico County-based Capitol Securities Management. "Negative: corporate America has restocked, therefore a possible downturn in production. . . . Positive: confidence that tomorrow's economic activity will be greater." He said strong business investment reported in the estimates suggests the economy is on track to recover. But others aren't so sure. "The recovery is slowing, and the short-term fixes have almost reached their final stretch," said David Brat, an economics professor at Randolph-Macon College in Ashland. "The consumer is feeling down, and consumption is growing slowly -- way too slow for this stage in the recovery," Brat said. Altogether the combination of consumer spending growth, a 19 percent jump from last year's level in investments in buildings, equipment and software, and a nearly 28 percent rise in business inventories should have boosted the economy by a total of 3.7 percent, according to the Commerce Department's tabulations of the various estimates and assumptions on which it draws. But imported goods -- up by an estimated and staggering 35 percent compared with the previous year -- count as shrinking the economy, and the effect for the quarter translated to a 4 percent decline in total economic activity. Adding in the effect of a 9 percent rise in federal spending, an estimated 10 percent rise in exports, and various odds and ends yields the 2.4 percent figure -- for now. 
The economy is not recovering – joblessness and the US dollar prove

Darrell Jobman 07/20/2010 (“Still fears over an underlying deterioration in the US economy”, http://www.benzinga.com/10/07/403850/still-fears-over-an-underlying-deterioration-in-the-us-economy, accessed 7/31/2010)
The US data was close to expectations with a decline in jobless claims to 457,000 in the latest week from a revised 468,000 the previous week and this did not have a major market impact. There were still fears over an underlying deterioration in the US economy which curbed underlying dollar support. There were further rumours of central bank action in the Euro/dollar market during the day. There was some buying support, but the main focus was on speculation over reserve diversification away from the Euro. With evidence of institutional selling as well, the Euro was unable to extend gains. The dollar was unable to take much advantage from Euro profit taking and the consolidated just below 1.31 later in the US session. 
ECON RECOVERING

Despite negative signs, the economy continues to slowly grow

The Wall Street Journal 6/30/2010 (“Economy doesn't seem so hard to read”, http://www.marketwatch.com/story/gdp-report-paints-picture-of-slow-growing-economy-2010-07-30?reflink=MW_news_stmp, accessed 6/31/2010) 

Facing mounting debt burdens, consumers are retrenching, now more than ever as various government spending incentives expire, as real personal consumption expenditure slowed to 1.6% from 1.9%. Banks aren't lending to any great degree, so the low interest rates the Federal Reserve is providing don't do much other than to bolster profit margins for lenders. Still, the report indicates the economy isn't completely awful either. As the weather improved from the first quarter, residential investment surged 27.9%. Exports were up 10.3%, showing that U.S. companies remain competitive in selling goods to fast-growing economies like China and Brazil. And unless companies are completely off-base in their predictions about the economy going forward, business equipment spending would not have surged 21.9%. Nor would private business inventories have jumped $75.7 billion. In all, the Commerce Department's report paints a picture of a faintly growing economy, vulnerable to -- but certainly not in -- a double-dip recession.

Their evidence is overreacting—despite doomsayers the market is doing fine

Forbes 07/30/2010, (“U.S. Economy Still Growing, Just Slower Than Hoped”, http://www.forbes.com/2010/07/30/gdp-labor-inventories-markets-economy-second-quarter.html, accessed 7/31/10)

The U.S. economy in the second quarter grew by 2.4% above its first-quarter levels. The increase was just shy of the 2.5% consensus estimates, which had ranged between 1% and 3.4%, and was below the 2.7% increase recorded in the first quarter. Investors weren't pleased with the news, as the major stock index futures fell. Despite the market's negative reaction, the reading thumbed its nose at economic doomsdayers, as it reinforces the notion that the economy is on a sustainable, albeit choppy, path to recovery. A major factor in the economy's ultimate destination will be the labor market, which remains elevated at 9.5% as of June. (See "The Labor Market's Bumpy Road.") The Bureau of Economic Analysis, which released the report, said the increase was primarily driven by nonresidential fixed investment, exports, personal consumption expenditures, private inventory investment, federal government spending and residential fixed investment. Imports, which are a subtraction in the calculation of GDP, increased. 

ECON RECOVERING
The economy is going to grow 3% for the next three years—no recession

 Star Tribune July 30, 10 (“Some signs of a slowly rebounding economy”, http://www.startribune.com/business/99670119.html?elr=KArks:DCiU1OiP:DiiUiD3aPc:_Yyc:aUU, accessed 6/31/10)

In short, Bremer is a proxy for the slowly rebounding economy that can't expand fast enough to please forecasters, much less millions of unemployed. Big banks, including U.S. Bank and Wells Fargo, are slowly starting to loosen credit, but are still running smaller commercial portfolios (which feed business expansion) than they did a year or two ago. Meanwhile, TCF Bank, which has taken some market share, is one of the few area banks to report an increased book of commercial business. The banks are making money again, Minnesota and national employers are adding jobs, and the stock market has held up despite some predictions of a "double-dip" recession. Still, we're not exactly snapping back quickly from the greatest recession since the 1930s. The Commerce Department reported Friday that economic output grew at a 2.4 percent rate in the second quarter. Second-quarter corporate earnings were strong, business spending is growing and the stock market is selling at a historical discount, U.S. Bank economy watchers noted in a bulletin to high-end clients on Thursday. But consumer sentiment softened in July, according to the monthly University of Michigan survey. And retail sales are drab. Small wonder. Working stiffs lucky enough to have a job are paying down debt, and employers only recently have started to pass out raises and slowly add employees after two years of freezes and cuts. Even the rich are watching their spending. In short, we're slowly recovering, but confidence about the future has yet to replace the economic and human trauma of three years of foreclosures, layoffs and many well-paid economic commentators who seem to be invested in a darker future. And that's not just confined to anti-Obama Fox News. Brian Bethune, chief U.S. economist at IHS Global Insight, a respected, nonpartisan consulting firm, said Friday on Yahoo's Tech Ticker that a slowing of economic growth can be expected after a period of expansion. Bethune and most other economists believe the economy will grow by up to 3 percent this year, with some acceleration this fall. "A lot of the leading financial indicators indeed are positive, but some of the current indicators we are seeing, like employment and consumer confidence, are weak," Bethune said. A study by the Milken Institute, an independent economic think tank, predicted that economic expansion will exceed 3 percent, not just this year, but in 2011 and in 2012 as well. Milken points to growth in developing countries for U.S. exports, improved business confidence and low interest rates as signs that the economy is strengthening. 

The economy is growing and the dollar is gaining strength

Catarina Saraiva July 30, 2010—Saraiva is an economics reporter for Bloomberg (“Barclays Plc Says Improving U.S. Economy Will Support Dollar Versus Euro”, http://www.bloomberg.com/news/2010-07-30/barclays-plc-says-improving-u-s-economy-will-support-dollar-versus-euro.html, accessed 7/31/10)
Barclays Plc expects the U.S. economic recovery to gain momentum, which will support the dollar against the euro. The firm raised its one-month forecast for the greenback to $1.27 per euro, which is 2.7 percent lower than today’s level of $1.3056, yet stronger than its previous estimate of $1.20. The firm’s three-month forecast was revised to $1.25 from $1.20. The dollar will fare better versus the euro as U.S. economic data begin to improve, Paul Robinson, a currency strategist at Barclays in London, wrote in a note to clients. “We do not expect the recent run of bad news on the U.S. economy to persist,” Robinson wrote. “Prospects for the U.S. economy are somewhat better than has currently been factored in.” The dollar rose 0.2 percent to $1.3056 per euro at 3:18 p.m. in New York. The greenback was poised to post its first monthly decline against the shared currency in eight months, dropping 6.3 percent. The U.S. economy grew at a 2.4 percent annual rate in the second quarter after a revised 3.7 percent increase in the first three months of the year, the Commerce Department reported today. The median forecast of 81 economists in a Bloomberg News survey was for a gain of 2.6 percent. 
ECON RECOVERING

The Economy is growing—comments from Geithner prove
USA Today Jul 25, 10 (“Obama's Treasury secretary: Economy is 'gradually getting better'”, http://content.usatoday.com/communities/theoval/post/2010/07/obamas-treasury-secretary-economy-is-gradually-getting-better/1, accessed 7/31/2010)
President Obama's Treasury secretary, Timothy Geithner, hit a couple of Sunday talk shows today to say that the economy is coming back. "You are seeing a recovery," Geithner told NBC's Meet The Press. "You're seeing private investment expand again, job growth starting to come back ... I talked to businesses across the country, and I would say that is the general view: an economy that's gradually getting better." Geithner rejected the idea that the nation is headed for a "double-dip recession." Over on ABC's This Week, Geithner said the administration wants to eliminate the George W. Bush-era tax cuts for individuals making more than $200,000 a year -- and families making more than $250,000 -- but keep the tax cuts for middle and lower income Americans. "We think that's the responsible thing to do," Geithner told ABC's Jake Tapper, "because we need to make sure we can show the world that they're willing as a country now to start to make some progress bringing down our long-term deficits." 
The economy will start to sputter out—projections of growth are wrong

Courtney Schlisserman Jul 31, 2010 (“Economy in U.S. Will Probably Keep Cooling as Lack of Jobs Limits Spending”, http://www.bloomberg.com/news/2010-07-31/economy-in-u-s-will-probably-keep-cooling-as-lack-of-jobs-limits-spending.html)
Not all economists are convinced the outlook is as dour. “We find some constructive takeaways for the prospects for growth in the second half of the year,” John Ryding, chief economist at RDQ Economics in New York, said in a note to clients. “The recovery has been less dependent on consumer spending than we had thought.” Also, stockpiles are near record lows compared to sales, indicating companies have not overbuilt, while orders for durable goods indicate business investment “appears to be ramping up,” said Ryding. The Institute for Supply Management-Chicago Inc. said yesterday its business barometer rose to 62.3 this month, exceeding the median forecast of economists surveyed by Bloomberg. Figures greater than 50 signal expansion and the group’s employment and new orders gauges rose as well. Americans are also cleaning up their balance sheet, putting themselves in a better position to spend, Ryding said. The consumer savings rate has been rising, indicating “consumers may be in better financial shape, and if that’s the case, we’re likely to get a little bit of a pickup in consumer spending growth,” he said. 

CAP SOLVES ENV
The capitalistic system solves any environmental damage – privatization, polluter pays, and first come first serve policies
Sebastian Storfner 2004 (“CAN MARKET FORCES SOLVE ENVIRONMENTAL PROBLEMS? NEOCLASSICAL VS. AUSTRIAN ANALYTICS,” professor at University of Central England, < http://www.google.com/#hl=en&q=sebastian+storfner+university+of+central+england&aq=f&aqi=&aql=&oq=&gs_rfai=&pbx=1&fp=d34fb2510f8bfc11>)

Privatisation  One free market solution for environmental problems is privatisation. Since Austrians see the pollution problem in a lack of defined property rights, broad-scaled privatisation of the public sector would clearly solve this dilemma. If most public goods were privatised, the property right structure was clear and pollution problems could be solved on an interpersonal base. It is not too abstract to think about privatised public goods like streets, motorways and lakes as well as public services as education, healthcare, social security and waste disposal. Moreover, as all Austrian theorists have been emphasising, private ownership dramatically increases efficiency and responsibility of resources usage since central planning is predestined to fail (Hayek 1952). However, some problems persist when thinking about large public goods. Nonetheless, as Walter Block (1989) demonstrates, it would be even possible to privatise what seems to be unprivatizable, namely the oceans, seas and other larger bodies of water. Although he admits that this is “a far more radical [solution]”,30 he explains how modern techniques might help in “setting up boundaries in bodies of water”31. However, form a neoclassical point of view a free market might lack in equity since the current income distribution has to be accepted before people start competing freely.   Polluter Pays  When all property rights are defined, a ‘polluter pays’ principal rooted in the enforcement of these property rights makes sense. According to liberal theory, “(…) everyone should be able to do what he likes, except if he commits an overt act of aggression against the person and property of another.” 32 Thus, when the steel factory dumps its waste in the river and that violates the property rights of the hotel (as previously described) the polluter can be sued and has either to eliminate pollution, confine it to his own property or compensate the victim that the grievance is truly settled (Cordato 1980, 1997). It is important to realise that no third party is involved, the victim is compensated and therefore costs are truly internalized. Hereby the responsibility for ending conflict belongs to the polluter. Importantly, no central planning is involved because no authority has to determine ‘efficient’ levels. As logical this approach might appear, there are also problems involved because to make a polluter pay he has to be clearly identified. For environmental problems like ozone layer, acid rain or global warming it might be impossible to find the culprit and therefore interventions are needed. Nevertheless, there are example were the environment was improved without interventions: increased fuel efficiency in automobiles, consumer adoption of oil and natural gas for the heating of homes, and the introduction of new energy sources such as nuclear and solar power. Entrepreneurs, in their desire to attain the highest yield of energy per unit of resource, were voluntarily reducing air pollution at a dramatic rate33 (Weinert 1998).   If, however, property rights are not clearly defined the ‘polluter pays’ principle does not work. Here Coase, Demsetz and Posner argued that whatever increases social wealth is just34 and the right to use a resource goes to the person whose use will maximise the overall value of production (Cordato 2004). However, this is in sharp contrast to the ‘first come first served’ principle, which stats that “where a ‘polluter’ has come first to the pollution and has preceded the landowner in emitting air pollution or excessive noise onto empty land, he has thereby homesteaded a pollution or excessive noise easement.”35 The easement becomes then a property right. Consequently the level of certainty for the first user increases, which reduces overall uncertainty in an economy and therefore leads to higher efficiency (Cordato 2004).   
ECON GRWTH SOLVES ENV/CLIMATE
In the long run, economic growth and prosperity solves environmental damage and air pollution
WILFRED BECKERMAN 1992 (is an Emeritus Fellow of Balliol College, Oxford University, England, and an Honorary Visiting Professor of Economics at University College London.  “Economic Growth and the Environment: Whose Growth? Whose Environment?” World Developmenr, Vol. 20, No. 4, pp. 481-496, 1992., Balliol College, University of Oxford)

 Although environmental data are subject to enormous conceptual and practical difficulties, in comparison to the uncertainties attached to the global warming threat the present environmental position of the developing world is fairly clear.  Air The air pollution picture is very similar. As far as sulphur dioxide (SO*) and suspended particulate matter (SPM) or smoke are concerned, if cities are grouped into broad bands corresponding to the income levels of their countries an interesting pattern emerges. Data for the earlier years (between 1977 and 1981 depending on the cities in question) show that cities in countries classified by the World Bank in its World Development Reports as “low-income countries” had lower ambient concentrations of SO2 than cities in “middle-income countries,” which in turn had lower concentrations then cities in “high-income countries.“4’ But about ten years later (usually mid or late 1980s) the position had been reversed. This corresponded to a decline in SO1 concentrations of about 9% per annum in the high-income countries and a rise of about 3.7% in the low-income countries. Taking all 33 cities covered in the Global Environment Monitoring System (GEMS) data on SOZ ambient air quality “. . 27 have downward (at least 3% per year) or stationary trends and 6 have upward trends (at least 3% per year) with most improvements noted in cities of developed countries.“42 While the trends over time are similar for SPM or smoke, in that they moved more sharply downward in the richer countries, and upward in the poorest countries, even in the earlier years the cities in low-income countries had far higher concentrations of SPM and smoke than did cities in the middle or high-income countries. The picture is slightly more confused when one turns to two other pollutants, namely carbon monoxide (CO) and nitrous oxides, since emissions of these, particularly CO, are heavily influenced by automobiles - both the numbers and the speeds at which they are able to circulate.43 Nevertheless, some overall difference can be observed between poor and rich cities. For example, although there are some exceptions - notably London, Frankfurt and Amsterdam - trends in ambient nitrous oxide concentrations in most other developed countries’ cities are now stable or declining, in spite of sustained increases in automobile numbers. In contrast, although data are scarce it appears that concentrations are generally rising in cities in developing countries.44 The picture is roughly the same for CO ambient concentrations. Data are only available for cities in 11 countries and CO concentrations are declining in all of them. With one exception 7 Santiago - the cities are all in highincome countries. In contrast, fragmentary data for a few individual cities in developing countries confirm the rise in concentrations of these pollutants. Another important pollutant from mobile sources has been lead. Here, again, it appears that the surest route to a cut in the lead content of gasoline is a fast growing, or rich, economy. GEMS reports that “Few developing countries have yet made significant reductions in petrol lead content .“45 There has been no or a negligible fall in lead levels in gasoline in Africa, Latin America, and the Caribbean, whereas there has been a big fall in Europe and North America, and quite a big fall in Asia, even without taking account of the consum tion of unleaded gasoline in these countries. 2 In general, therefore, as with access to safe drinking water or sanitation, although one cannot say precisely how overall “air quality” should be defined, or at exactly what income level individual aspects of air quality begin to improve with further growth, it is fairly clear that the correlation is positive. Taking the main environmental indicators together, therefore, the exact point, or income level at which environmental conditions reach a stage when effective policies are introduced will depend on a host of variables, including technical, social and political variables. But as far as these components of the environment are concerned it is fairly clear that the best way to improve the environment of the vast mass of the world’s population is to enable them to maintain economic growth. Some developing countries may go through a transition period when population is still rising fast - particularly in the cities - and before environmental protection measures have been effectively implemented. But the strong correlation between incomes and the extent to which environmental protection measures are adopted demonstrates that, in the longer run, the surest way to improve your environment is to become rich.47 
ECON GRWTH SOLVES ENV
Economic growth solves any economic-related environmental degradation – studies prove, we assume your evidence

Theodore Panayotou  2k (“Economic growth and the environment”. CIDWorking Paper No. 56. Harvard University, <http://www.unece.org/ead/pub/032/032_c2.pdf>,is a Faculty Associate at the Center for International Development, a member of Core Faculty of Sustainable Development, and a Faculty Fellow of the Environmental Economics Program at Harvard University)

At the other extreme, are those who argue that the fastest road to environmental improvement is along the path of economic growth: with higher incomes comes increased demand for goods and services that are less material intensive, as well as demand for improved environmental quality that leads to the adoption of environmental protection measures. As Beckerman puts it, “The strong correlation between incomes, and the extent to which environmental protection measures are adopted, demonstrates that in the longer run, the surest way to improve your environment is to become rich”.58 Some went as far as claiming that environmental regulation, by reducing economic growth, may actually reduce environmental quality.59    The finding of an environmental Kuznets curve or inverted-U-shaped relationship between income per capita and environmental degradation for a subset of pollutants seems to suggest that countries can outgrow their environmental problems by simply emphasizing economic growth without the need for special attention to the environment itself. While the environment is certain to get worse before it gets better, it seems that channelling a country’s limited resources to achieve rapid economic growth and move quickly through and out of the environmentally unfavourable stage of development makes good environmental sense, as well as good economic sense.   There has been a strong decoupling of energy use from economic growth over the past 20 years, with the economy growing by 17 per cent between 1980 and 1998 and energy use falling by about the same proportion. At the same time, in the OECD countries there has also been a marked decoupling of emissions of local air pollutants from economic growth. Water and resource use continued to grow but more slowly than GDP growth reflecting a relatively weak decoupling of the two. Thus, the decoupling of emissions in OECD and generally in the developed ECE countries has been accomplished through a combination of technological change and strong environmental policies. The latter have included “greening” of fiscal policy, the removal of subsidies to environmentally harmful activities, and the use of economic instruments to internalize environmental cost.  A number of EU policy initiatives, such as the Broad Economic Policy Guidelines, introduced in 2001, among others, are promoting a gradual but steady and credible change in the level and structure of the tax rates with the aim of ensuring that external costs are fully reflected in prices, thereby addressing most of the fundamental structural problem in the developed countries, the unsustainable patterns of production and consumption. In the energy markets these guidelines aim to use taxes and other market60 based instruments to rebalance prices in favour of renewable energy sources and technologies. Other EU initiatives in this direction are the European Climate Change Programme (ECCP), the directive establishing an EU framework for emissions trading, and the Integrated Product Policy (IPP). All the initiatives aim to realign relative prices and stimulate investments in new technologies to promote sustainable development. Member states are encouraged to improve market functioning by addressing market failures such as externalities through the “increased use of marketbased systems in pursuit of environmental objectives as they provide flexibility to industry to reduce pollution in a cost-effective way, as well as encourage technological innovations”. Economic instruments, such as gradual but steady and credible changes in the level and structure of tax rates until external costs are fully reflected in prices, are promoted as the most efficient means of decoupling economic growth from pollution, as thereby they drive changes in technology and consumer behaviour (preferences) that lie behind the growth-environment relationship. As exemplified by the energy and transport sectors, the EU decoupling policy consists of demand management through fullcost pricing and the development of more environmentally friendly alternatives by promoting technological innovations. However, it is also possible for low-income countries to improve their environment if they succeed in decoupling environmental pollution and resource use from economic growth. This can be done through structural, technological or policy change, or a combination of all three. The systemic change that the formerly planned economies are undergoing involves a process of decoupling as previously unpriced or mispriced resources are brought into the domain of markets, but this is only temporary. Sustained decoupling can only take place with full-cost pricing that is inclusive of environmental externalities. In an analogous manner, developed market economies often recouple environment and growth through environmentally harmful subsidies to sectors such as energy and transport (chart 2.9.2). The above caveat notwithstanding, developing and transitional economies are bound to pay a higher environmental price for economic  
ECON GRWTH SOLVES DISEASE
The instability created by an economic collapse turns disease – HIV thrives in instable situations

James Keenan and Enda McDonagh 2009 (professors at Boston college, “Instability, structural violence and vulnerability”, Progressio, http://www.e-alliance.ch/fileadmin/user_upload/docs/comment_HIVinstability_final.pdf, Accessed 7/28/10)
Moreover, the virus particularly thrives where there is instability, a notion that we believe is extremely important. Those who are viewed as being ‘marginalised’ in any society are also commonly described as those most at risk for acquiring HIV infection, but we would contend that this characterisation doesn’t quite get to the core of vulnerability to becoming infected with HIV. HIV breeds specifically where there is social instability, whether that means, for example, those who are affected by civil strife, military incursions or liberation armies such as those in Uganda, Haiti, Sudan, or the Congo; those who are refugees in any part of the world; those in the prisons of Russia; those married to South African or Indian truck drivers who themselves live in very unstable worlds; those in debt-ridden nations on the verge of economic collapse; heads of families forced to migrate for employment, and those at home who await them; those who are drug users whose own apprehension of themselves is itself unstable; those who are forced into sexual activity to support their children, their families, or their school fees; those who are overseas workers and fishermen; those who engage in clandestine homosexual activities in homophobic societies or settings; or those girls and young women who are faithful to their marriages or to other stable sexual relationships but whose husbands or partners put them at risk because of external sexual liaisons. In short, if we want to find persons who are at risk of becoming infected by the virus, or already are infected, they are not simply marginalised people. They are people who are vulnerable precisely because their lives and their social settings lack the means and stability needed to live safely in a time of HIV.2 
ECON K2 DISEASE

Economic collapse makes resisting disease impossible—only development can check back the harms

Benjamin Mason Meier and Ashley Fox 2008 – Benjamin Mason Meier is an IGERT-International Development and Globalization Fellow, Department of Sociomedical Sciences, Columbia University; and Public Health Law Program Manager, Center for Health Policy, Columbia University. Ashley Fox is an IGERT-International Development and Globalization Fellow, Department of Sociomedical Sciences, Columbia University. (“Development as Health: Employing the Collective Right to Development to Achieve the Goals of the Individual Right to Health”, Human Rights Quarterly, Volume 30, Number 2,  ). 

Fox 

The public health advancements arising from economic development have been reserved predominantly for the developed world. In the more than 200 years since the industrial revolution, the developed world has seen dramatic improvements in health.2 Among developed nations, maternal and infant mortality rates have dropped dramatically,3 life expectancies at birth have nearly tripled,4 and the size of nations' respective populations have nearly quadrupled.5 In what is now the developed world, the eradication of absolute poverty and its attendant health conditions were instrumental in raising health outcomes. The reductions in infectious diseases at the beginning of the twentieth century, though often mistakenly attributed solely to advancements in medical technologies, resulted largely from broad improvements in economic development, higher standards of living, and the creation of social welfare programs.6 Advances in nutrition, sanitation, and technologies have allowed [End Page 263] for these unparalleled improvements in the human condition, heralding the rapid decline of malnourishment, infection, and poor nutrition that riddled pre-industrial Europe.7 It is these public health advancements from economic development that have been reserved for the developed world. While the entire world has seen an upward trend in life expectancy at birth and other health indicators over the course of the past century, vast international public health inequalities persist, with developing countries continuing to experience high rates of infectious illnesses, shortened lifespan, and diminished quality of life, generating a vicious cycle of destitution and disease. Although there continue to be global improvements in living standards, health, and well-being,8 absolute poverty and its associated maladies remain the primary reasons for the failure of developing states to improve the health of their peoples.9 As put forward by the World Health Organization (WHO): "Poverty wields its destructive influence at every stage of human life, from the moment of conception to the grave. It conspires with the most deadly and painful diseases to bring a wretched existence to all those who suffer from it."10 At the end of the twentieth century, 1.2 billion people worldwide (20 percent of the global population) continued to live on less than $1/day purchasing power parity (PPP).11 Adjusting this poverty line to a scantly less impecunious state of less than $2/day PPP more than doubles the number of those living in poverty to 2.8 billion people.12 The health consequences of this extreme poverty remain dire: 14 percent of the global population (826 million) is undernourished, 16 percent (968 million) lacks access to safe drinking water, and 40 percent (2.4 billion) lacks basic sanitation.13 [End Page 264] Globally, the two leading causes of disease burden in 2001 were perinatal conditions and lower respiratory infections (affecting 90 million and 86 million disability-adjusted life years respectively), both of which constitute poverty-related illnesses that are practically non-existent in high-income countries.14 Widespread poverty, enabling damaging underlying determinants of health, has led to these injurious public health consequences throughout the developing world.15 With nearly one-third of all deaths worldwide arising from these avoidable causes,16 the endurance of underlying determinants of ill-health, namely the persistence of inequitable poverty, has stymied attempts to prevent this unnecessary sickness and death. 

ECON PRE-REQ TO DEMOCRACY
Economic interdependence is necessary to successful transitions to democracy – prevents war and instability

Alexander Wooten 2007 (“Economic Interdependence and Peace in Transitional Democracies” < http://repository.upenn.edu/cgi/viewcontent.cgi?article=1083&context=curej> CUREJ - College Undergraduate Research Electronic Journal, University of Pennsylvania)

Their models do not, however, describe the impact interdependence has on nations during the democratization process. In fact, as discussed above, emerging democracies tend to be more war prone than democracies. This tendency might counteract the pacifying attributes of interdependence. Furthermore, this generally turbulent transition period could alter the underlying realist/liberal schism. Transitional democracies may be more reliant on liberal principles as they are inherently less stable, impeding the transmission of the people’s will to elected officials. While democratizing states are certainly sensitive to the mechanisms of popular demand, transitional democracies are often characterized by a political stalemate engendered by the enfranchisement of new groups, a lack of authority, and heavy competition for popular support during a short period of time.36 Accordingly, democratizing states may be considered super responsive to the mechanisms of popular demand although not necessarily through the emerging democratic institutions. In fact, the theory of state most applicable to democratizing countries is a pluralist one in which several groups are contending for control of the government and all have some influence on foreign policy. A transitional democracy is one in which the complete shift from autocracy to democracy is not complete. Generally, autocracy is a form of state government in which the source of authority is perpetually vested in one person. Autocrats depend on various groups to secure their power, often using the military. Democracy, in contrast, is a state in which “authorities are accountable to the bulk of the population… through fair, regular and competitive elections”.37 In the case where democratization has not been completely achieved, institutions are undermined and power becomes limited. In these instances of “institutional deformation”,38 the risk of international conflict is increased. Nationalism dominates the domestic agenda, and preparation for war may become the central purpose of the state. Often elites invoke nationalist ideals as a final effort to consolidate their waning power. The ultimate result of the turbulence caused by democratization is an increased propensity to wage war abroad. Several institutional changes help to ease the transition to democracy. Internally, institutions that democracy requires must be present before mass political participation becomes viable.39 These have been characterized as preconditions of democracy and include: empowering the old elites, creating a “marketplace of ideas”, and fostering incentives in the international environment.40 The more of these preconditions that are present the better prepared a nation is to become democratic, and the quicker and more permanently it will do so. This simple concept seems to have escaped some democratization enthusiasts who continue to focus on the advanced products of democratic systems, such as complete freedom of speech, rather than the foundations of democracy.41 Bearing in mind that countries attain democracy in spite of varying historical and domestic situations, other external stabilizing forces could contribute to peaceful transition to democracy as well. A thorough consideration of the impact economic interdependence bears on a transitional democracy’s likelihood to go to war must therefore evaluate the extent to which democratization has been attained in each of the countries being examined in the case studies. The aforementioned political elites have little incentive to encourage liberal trade, and often rely on providing economic favors to their allies.42 As such, the prospects of increased international trade are substantially reduced in transitional democracies. Thus, economic interdependence, even if only for the benefit of the elite, must be present prior to a democratizing step in order for it to serve as a disincentive for international conflict. In theory the economic relationship between two democratizing states prior to a conflict should reveal little economic interdependence, as it would be counterintuitive for elite or empowered individuals to use nationalism against their own economic interests. In fact, economic interdependence might be one of many requisite steps external powers should encourage to assure a peaceful transition to democracy.  
ECON GRWTH KEY TO DEMOCRACY
Growth is key to preserving democracies

Benjamin Freidman, Professor of Political Economy at Harvard, “THE MORAL CONSEQUENCES OF ECONOMIC GROWTH”, Society, January/February 2006, http://www.springerlink.com/content/3q5kabxbuw28yql8/fulltext.pdf , Alex Agne

The importance of the connection between economic growth and social and political progress, and the consequent concern for what will happen if living standards fail to improve, are not limited to the United States and other countries that already have high incomes and established democracies. The main story of the last two decades throughout the developing world, including many countries that were formerly either member states of the Soviet Union or close Soviet dependencies, has been the parallel advance of economic growth and political democracy. As recently as the 1970s, fewer than fifty countries had the kind of civil liberties and political institutions that are normally associated with freedom and democracy. However, by the close of the twentieth century there were nearly ninety. Not surprisingly, the countries where this movement toward freedom and democracy has been most successful have, more often than not, been countries where average incomes have risen during these years. The specific context of developing economies creates several reasons for this to be so. To be sure, there are highly visible exceptions--China, Singapore, and Saudi Arabia, to name just a few--and discrete transitions in countries' political systems usually exhibit other complexities as well. But taken as a whole, the experience of the developing world during the last two decades, indeed since World War II, is clearly more consistent with a positive connection between economic growth and democratization. For just this reason, concern that the robust expansion many developing countries have enjoyed for some years may abate is likewise not a matter of economics alone. We know that new democracies are fragile democracies. They have neither the appeal of historical tradition nor much record of concrete accomplishments to give them legitimacy in the eyes of what may still be a skeptical citizenry. Economic growth, or its absence, often plays a significant role in spawning not only progress from dictatorship to democracy but also the overthrow of democracies by new dictatorships.

Empirics show that economic growth leads to better democracy

Benjamin Friedman, Professor of Political Economy at Harvard, “Capitalism, Economic Growth & Democracy,” Summer 2007, Vol. 136, No. 3, Pages 46-55, Alex Agne

The experience of many countries suggests that when a society experiences rising standards of living, broadly distributed across the population at large, it is also likely to make progress along a variety of dimensions that are either part of the very definition of democracy or closely associated with democracy. These include not just open, contested elections to determine who controls the levers of political power but also political rights and civil liberties more generally; openness of opportunity for economic and social advancement; tolerance toward recognizably distinct racial, religious, or ethnic groups within the society, including immigrants if the country regularly receives inmigration; and a sense of fairness in the provision made for those in the society who, whether on account of limited opportunities, lesser human endowments, or even just poor luck in the labor market, fall too far below the prevailing public standard of material well-being.  Conversely, experience also suggests that when a society is either stagnating economically or, worse yet, suffering a pervasive decline in living standards, it is not only likely to make little if any progress in these social, political, and (in the eighteenth-century sense) moral dimensions, but all too often it will undergo a period of rigidification and retrenchment, sometimes with catastrophic consequences.
DEMOCRACY NOT K2 ECON

Democracy is not a pre-requisite economy – Iraq proves
Kasayev 10

[Eldar, expert on investments in energy sector of the Middle East and Africa, Strategic Culture Foundation expert, was published in International Affairs magazine, “American democracy and Iraqi economy”, http://en.rian.ru/analysis/20100611/159391355.html, accessed 7/25/10]
In the beginning of US intervention in Iraq there was talking that democratization will lead to the economic prosperity. In practice it turned out to be wrong. In 2005, the constitution of Iraq was approved, Iraq was proclaimed a democratic state and the presidential and parliamentary elections were held (the second elections were held in March 2010). On the results of the elections the new government was formed, but put it lightly - the development of the Iraqi economy leaves much to be desired.  Before the US began to export its democracy to Iraq the country was one of the main trade and economic partners of Russia in the Middle East. For that moment the attractiveness of the Iraqi market for Russia was defined by the country’s high paying capacity, guaranteed by the second in the world oil reserves, and good export prospects.  On the one hand, under Saddam Hussein the members of the Baath party occupied the key ruling positions in all spheres of life of the Iraqi society and it was a common practice among them to distribute part of oil export profits between each other. Such practice is known as the muhassa system (“proportional distribution”) and from the perspective of the Western economic model it was the way to stagnation. However, on the other hand it ensured a certain degree of stability in Iraq where people got used to this system. As Evgeny Primakov who is an excellent expert on Iraq, would say, there is a specific nature there. Indeed the economic development of the country is ensured by the evolution of traditional economic practices not by the planting of the Western democracy.

ECON SOLVES POVERTY

An economy is key to solve for pro-poor growth and poverty

Pernia, Ernesto M. 2003 (“Pro-Poor Growth: What is It and How is It Important?”, < 
www.adb.org/Documents/EDRC/Policy_Briefs/PB017.pdf>, PhD - Lead Economist, Economics and Research Department, Asian Development Bank, accessed 7/27/10)

Pro-poor growth requires that the mean incomes of the poor rise faster than overall average incomes. Is this critical to poverty reduction? The answer is “yes”, if the objective is rapid and sustained poverty reduction, which should be inherent in any poverty reduction strategy. A poverty reduction strategy that aims for less would not be worthy of its name and basically tantamount to a trickle-down development strategy. The pro-poor growth element in a poverty reduction strategy seems even more crucial in an era of lower growth rates. Given the inevitable shocks due to globalization, the “miracle” growth rates earlier enjoyed by the East Asian economies are not likely to be replicated in the other Asian developing countries anytime soon. Pro-poor growth calls for policies that promote efficient and equitable growth, i.e., increased market-based activity that ensures access to all participants, especially the poor. Achieving pro-poor growth, therefore, entails institutional and policy reforms that not only expand economic opportunities but also empower the poor to gainfully participate in and measurably benefit from them. Strong public–private partnerships are needed to accelerate both the expansion of opportunities and the empowerment of the poor. Multilateral development banks can assist in speeding up institutional and policy reforms and in catalyzing public–private partnerships. 

ECON K2 RUSSIAN STABILITY

Russian Economic collapse would lead to instability – most probable scenario for nuclear conflict

Telegraph 9

[Adrian Blomfield in Moscow, “Russian stability threatened by anger over economy”, Jan 2009, http://www.telegraph.co.uk/news/worldnews/europe/russia/4361629/Russian-stability-threatened-by-anger-over-economy.html, access 7/25/10]
Now, however, the economy is starting to stumble – a fact that could undermine the prime minister's ambition to carve a global role for Russia.  Government figures show the Russian economy shrank 0.7 per cent in December, the first year-on-year decline since the 1990s. One million people lost their jobs in the same month as falling oil prices undermined Russia's energy driven economy.  The Kremlin's unease has been deepened by the spectacle of mass protests on Russia's periphery and beyond. Police have broken up violent anti government protests in Latvia and Lithuania, whilst smaller demonstrations have erupted in Bulgaria, the Czech Republic and Hungary, all of which are struggling to deal with the financial crisis.  Protests in Iceland forced the government to call early elections last week. In Russia itself, a country where most are too afraid to protest even if they wanted to, a small but growing number is willing to take to the streets.  Analysts say they do not expect these weekends' protests to be large enough to threaten the government but warn that they could mark the beginning of a dangerous trend.  "The number of unhappy people is still manageable but is on the rise," said Nikolai Petrov, of the Moscow Carnegie Centre. "There is especial danger in cities and towns where local industry has collapsed."  Last month, the Kremlin was jolted from its complacency when thousands took to the streets of Vladivostok, Russia's third city. They marched to protest Mr Putin's decision to raise tariffs on imported cars by up to 80 per cent, a move that could prove economically devastating in the Russian Far East and is expected to cost 100,000 jobs.  Alarming for the Kremlin, the demonstrations took on a political hue with protesters demanding the entire government's resignation. To deep embarrassment in Moscow, placards urged Japan – where most of Russia's imported cars come from – to colonise Vladivostok. With second hand foreign cars popular among middle class Russians the protests spread.  In St Petersburg, one placard called on Mr Putin to " switch to a trolley" – a reference to the fact that the prime minister is ferried around in an imported Mercedes. Such direct criticism is virtually unheard of.  More disturbingly, the Vladivostok police defied orders to quell the demonstrations. Even ruling party officials in the region publicly stated their support for the protest. Moscow was forced to send Special Forces from the capital to end the peaceful protests violently. Dozens of demonstrators injured and up to 200 arrested.  The rebellion by state officials is unprecedented in the Putin era and raises doubts over how strong loyalty to the prime minister really is in Russia's far slung regions.  That danger has been compounded by the fact that the communist party, normally loyal to the Kremlin, is spear heading this weekend's protest and defying orders banning the marches. Facing growing discontent the Kremlin has resorted to a familiar scapegoat: the West.
ECON TURNS TERROR/GENOCIDE
A strong economy is needed to halt terrorism—an economic collapse will only exacerbate the problem

Kim Dae-jung 10/13/2004—former president of South Korea and Nobel Peace Prize winner (“Ex-president Kim calls Poverty Origin of Terrorism”, Korea Times, 10/13/2004, LexisNexis Academic, accessed 7/27/10)
Poverty is the root cause of rampant terrorist attacks around the world, former President Kim Dae-jung said Tuesday. ''Looking at the terrorism sweeping the world into fear and confusion today, it seems that in most cases its root cause is the grief and despair of poverty,'' Kim said during a special speech to celebrate the 5th World Knowledge Forum, an annual international conference hosted by a local newspaper.  The 79-year-old Nobel Peace Prize laureate continued: ''We hope that the knowledge-based economy of the 21st century develops into a stable global economy so that the poverty issue can be resolved, not just for the sake of human rights and democracy, but also for world peace.''''While the advanced countries are benefiting from most of the wealth, the poor countries are being left out,'' Kim said. ''What is important is that the developing countries also enjoy the benefits of globalization.'' Kim said that about 1.2 billion people, or 20 percent of the world's population, live on less than $1 a day. ''This is a sad reality arising from poverty.'' Kim's pursued a ''sunshine policy'' towards communist North Korea throughout his five-year tenure from 1998, and his success in arranging the historic inter-Korean summit was internationally recognized with a Nobel Peace Prize in 2000. For the forum, about 1,600 high-profile figures, including international business, political and academic leaders, will gather in Seoul to pool their knowledge and experiences on the challenges of achieving global prosperity. Key speakers include the Organization for Economic Cooperation and Development (OECD) secretary general Donald Johnston, Yale University professor Paul Kennedy, HP chief executive officer Carly Fiorina and Seoul City Mayor Lee Myung-bak 

Economic collapse is the root cause of terrorism, genocide, weak states, and war

ARAB NEWS 11/19/1997 – Middle East Newsfile (“Editorial: Luxor massacre”, LexisNexis Academic, accessed 7/27/10), 

The media in the West have, as usual, jumped on to the tired old anti-Muslim hobby horse, bandying the words "Islamic" and "terrorism" together in the same profoundly offensive manner as ever. No one denies that there is terrorism in certain Muslim states. But there is terrorism the world over. No country is immune. Even the United States has its terrorists, as Oklahoma showed and, just as it was Americans who were the victims of that atrocity, it is usually Muslims who are the victims of terrorism in the Arab world. But what needs to be borne in mind is that the root cause of this attack is simple, and the same the world over: economic deprivation. Both Algeria and Egypt, two Muslim countries which are in the news because of such incidents, are, in their different ways, struggling economies. A variety of factors, not least population growth, makes it almost impossible to meet expectations. Those dashed hopes can all too easily find expression in political extremism and worse. That, it should not be forgotten, is true also of so many poor non-Muslim countries. The anarchy, ethnic-cleansing and never-ending civil wars in so many of them are expressions of the same dashed hopes, albeit in different forms. And conversely, there is no terrorism in those Muslim states enjoying prosperity and well-being as there is not in Switzerland, or Canada or Denmark. The division is not between different religions; it is largely between prosperous economies and poor ones. When it does occur in the former, it is due to specific political circumstances, such as those found in Northern Ireland or in Corsica. Which brings us to the not-unconnected matter of when the IRA broke their last cease-fire last year with their bomb in London's Dockhands. One of those killed was an Asian Muslim. But did anyone speak of "Catholic terrorism" or "Christian terrorism"? Of course not. Everyone, the world over, understood the deeper realities of what had happened. Sadly, there are clearly too many who patently do not, or choose not to, understand when it comes to the problems of the Middle East. 

ECON TURNS TERROR

Economic Development is key to addressing the root cause of terrorism*

Hassan Wirajuda November 13, 2 –Indonesian Foreign Prime Minister (“When societies fail, terrorism steps in; After Bali”, The International Herald Tribune, LexisNexis Academic, accessed 7/27/10)

If the war on terror is carried out only through military action and police work, the best that can be achieved is a deadlock. We will round up a few terrorists but never enough; more innocent people will die. But if the root causes can be effectively addressed, there is a good chance of ending terrorism. Of course, terrorism may have many forms. Yet they are all the dreadful offspring of the same seeds. Terrorism arises from ignorance and prejudice, from injustice and alienation. It is hatred born of helplessness and despair. Terrorism feeds on poverty. Therefore, its ultimate defeat is linked to the conquest of poverty. It is true that many terrorists are by no means poor. Osama bin Laden is no pauper, but all the money in the world could not have bought him a rabid following if he had not been able to exploit ignorance, prejudice and despair, setting himself and his terrorist warriors as the avenger of grievances. The grievances that built his following have causes, which can be changed. If they are imagined, they can be exorcised by education; if they are real, they can be redressed with social justice. Such remedies, though, are possible only in societies where there is a robust process of political, social and economic development. Terrorists like nothing better than governments that fail to create social justice, that fail to deliver social services, and fail to nurture economies that provide jobs. Terrorist organizers step into the vacuum of failure with blandishments of a utopia that they promise to build on the ruins of the status quo. The worst that can happen to terrorists is not arrest or even death, for they believe that will bring them martyrdom and paradise hereafter. The worst thing is to be deprived of their cause, to be disrobed of their moral pretensions, to become irrelevant to the lives of those whom they claim to champion. That will happen when people are confident enough about their future that they have no use for utopias. It will happen when governments deliver social services and honest courts redress grievances, when businesses create jobs and people know that their children will have a fair chance for a better life. That is the ultimate antidote to terrorism. And it happens to be a very large part of the ASEAN agenda. So while ASEAN must not relent in its fight against terrorist networks and cells, neither must it falter in the pursuit of economic integration within the region, and wider integration with its partner economies, especially those in Northeast Asia. Integration is important because it brings real economic benefits. ASEAN must not stop its fight against terror; but neither must it stop fighting poverty or seeking a better life for its citizens. 

* The card could be used as an internal link to a larger DA or on case argument about collapsing ASEAN (or perhaps the aff helps ASEAN?), or the last paragraph about ASEAN could be taken out and we could just read it as an econ turns card

ECON TURNS TERROR

Economic collapse comparatively outweighs war, terrorism, disease, and climate change—it’s the biggest threat to security and risks multiple global wars and protectionism

David Lascelles 2/21/2009 (“Economic recession: the greatest threat to our security”, The Weekender (South Africa), Weekend Business Edition, LexisNexis Academic, accessed 7/27/10)

ONE way of measuring the seriousness of the economic crisis is to see it as a threat to national and international security. We have become so accustomed to thinking of security threats as war, terrorism, disease, even climate change, that it takes a bit of adjustment to add economic recession to the list. But the moment you do, you very quickly realise that it not only has a legitimate place there, but that it swamps all the others in its devastation potential. To put it bluntly, terrorists can blow up buildings, disease can wipe out thousands of people, weather can disrupt communities, but recession can destroy entire economies and cause suffering to millions of people. As a threat, it is in a class of its own, particularly if you think that this recession is global. I attended a fascinating discussion this week where this approach was laid out by Sir David Omand, who was the UK's first security and intelligence co-ordinator, from 2002 to 2005. In that position, Omand was responsible for preparing the UK to confront civil threats. One of the outcomes of his tenure was the UK's National Security Strategy, published last year, which lists the main threats facing the country and lays out plans for dealing with them. Although the strategy identifies economic instability as a threat, it does so only vaguely, preferring to dwell on the more conventional ones. But that may have been a big mistake. Arguably, one reason this crisis is so bad is that it was not on the radar screen of imminent threats. Omand said that recent events showed that the definition should be widened to include anything that attacks public confidence, "not just the malicious threats of terrorism". Although the UK list included flu, it did not include "financial greed". The threats posed by economic and financial instability come in many forms. The most humdrum is what might be called financial plumbing: the efficient working of the banking and payments system. If banks go bust, the payments system breaks down, cheques don't get cleared, people run out of cash and the economy eventually grinds to a halt. It's a bit like the electricity shutting off. Nobody really knows how the payments system could keep functioning in the event of a total banking crisis, but now they are thinking about it. A specifically UK concern is the threat to the City of London, a major part of the UK economy and a huge source of revenue to the British treasury. If the recession devastates the international finance industry, the economic blow to the UK would be huge. The more difficult threats to evaluate are those involving other countries. For example, what will a severe recession do to social tensions, rising ideologies, inter-country relationships? Will it make them worse, or knock the stuffing out of them? A case in point is Pakistan, a breeding ground for a lot of Islamic terrorism. The recent economic boom brought prosperity to Pakistan and strengthened the middle class, which helped check the spread of extremism. But Pakistan is now in steep recession, and the check has been weakened. Russia is also in dire economic straits. How will that affect its relations with the west, already under strain through Prime Minister Vladimir Putin's assertiveness? Similarly, China. Nobody knows what effect recession will have on a country that has never experienced a capitalist-style downturn before. An African speaker made the point that recession will cut the supply of aid money, and when African governments see cash running out, they tend to spend what little is left on guns to protect themselves. On the other hand, the sight of capitalism falling apart takes a lot of the ideological sting out of the anti-west movements of the developing world, which provides a crumb of comfort for those looking for a bit of good news. If you buy the argument that recession is a civil threat - and it is hard to resist this - you also have to consider the countermeasures and outcomes. Many people in the UK bemoan the fact that the conventional security budget is too small to fight terrorism. The need, however, is not for more metal detectors and flak jackets, but for props to hold up the financial system, and here most countries are spending tons of money. This line of argument forces you to the conclusion that this is money well spent. The real and present danger may not fall into the popular definition of threats to national security, but that's because it requires a leap of understanding to see where the country is most at risk. We need to put economic stability at the heart of our security strategy. James Bond's deadliest foes never had the power to wreak the havoc of a full-blown global recession.
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