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Aerospace Competitiveness Responses
1. Impact empirically denied Aerospace collapse is inevitable and long term due to foreign competition – it has been happening for decades 

Swelbar 11 - a research engineer at MIT’s International Center for Air Transportation [Stars and Stripes, 

http://www.stripes.com/aerospace-industry-can-t-thrive-losing-business-overseas-1.147707 //  //July 24th //BP]

Some say that the awarding of defense contracts should not be about U.S. jobs. But Embraer is making it just that by touting the number of assembly jobs that will be created in Jacksonville, Fla. So if Embraer is making the awarding of a defense contract about U.S. jobs in Florida, so should Hawker Beechcraft make it about the retention of 1,400 high-paying, skilled jobs in the United States that support the AT-6 program today. Hawker Beechcraft currently employs 6,300 people in Kansas. Today Kansas has 38,432 aerospace jobs working at 80 establishments. Workers earn, on average, $62,063 annually. Embraer promises a net addition of 50 jobs in Florida (assembly jobs) with average annual wages of $50,000. Today Florida has 28,506 aerospace jobs working at 105 establishments. Workers earn, on average, $56,226 annually. But Embraer is promising only assembly jobs as part of its bid. To even threaten to imperil one of the United States’ most important aerospace clusters at this point in the nation’s economic recovery would be a grave mistake. The Kansas aerospace cluster has suffered enough as the recession proved most difficult. The sale of business aircraft was adversely affected. It is well-known that the U.S. leadership in manufacturing has been on the decline for decades. According to a research report by U.S.-based consultancy IHS Global Insight, in 2010 China ended the United States’ 110-year-long reign as the world’s top manufacturing nation. China last year accounted for 19.8 percent of the world’s manufacturing output while the U.S. accounted for 19.4 percent, 
according to the study
2. Alternate Causality - Education cuts kill competitiveness - test scores prove

Honda, 2011 - US House of Representatives [Michael, Republican Education Cuts Killing America's Economic Competitiveness http://www.huffingtonpost.com/rep-mike-honda/republican-education-cuts_b_833353.html March 9, 2011 Accessed July 24 2011

Republicans, in stark contrast, have proposed unprecedented cuts to education spending in recent resolutions. Not only are Republicans ignoring what the Federal Reserve is telling us, they are ignoring what recent scores on international competitiveness demonstrate: Investments in education are the key to our economic competitiveness. The U.S., however, is increasingly losing its competitive edge when it comes to preparing our K-16 students in critical subjects like science, technology, engineering and math. In these subjects, our students consistently rank near the bottom in educational achievement among the world's 30 richest nations, according to the latest Program for International Student Assessment (PISA) scores. We are being out-competed because we are being out-invested, exacerbating the mismatch in our country between the skills needed for high-growth job sectors and our students' skill sets. When we unpack PISA scores, it becomes clear that inequity in our school system is driving us down. The scores highlight how equity/inequity in education correlates directly with global competitiveness (or lack thereof). In reading, for example, the U.S. average score of 500 lags well behind global leaders. The reason: economic inequality. U.S. schools with smaller amounts of student poverty scored as high as 551, which trumped scores from high-ranking South Korea and Singapore and put us five points behind No. 1-ranking Shanghai. As poverty increases in our schools, however, our scores steadily decrease. These results on competitiveness should guide our policymaking. We must make every school as good as the schools in our wealthiest communities. To do this successfully, we must invest wisely. We cannot just pour more money into systems that are not getting the job done. We have to retool the systems so that they will be effective. That is exactly why the Department of Education recently launched the Equity and Excellence Commission. This nonpartisan commission, my brainchild in partnership with .Rep. Chaka Fattah (D-Pa.), is a crucial piece of the puzzle if we are really going to have our "Sputnik moment" in public education. This is our opportunity to address the broken system of education finance and develop a plan for comprehensive school finance reform that is focused on high achievement for all students. It is also an effort that is crucial to the future of working Americans.

3. Subsidizing the aerospace industry fails

Sterner ‘10 Eric R. Sterner is a fellow at the George C. Marshall Institute, [“R&D Can Revitalize the Space Industrial Base”2/22 http://www.marshall.org/article.php?id=782
Furthermore, the space industrial base, particularly the second- and third-tier suppliers, has not been immune to the steady decline in the overall U.S. manufacturing base, which has been exacerbated by the recent economic downturn. Particular attention needs to be given to these lower-tier suppliers because that is often where unique, specialized skills reside. It is tempting to throw money at these problems, but dollars will not solve them. Resources are clearly necessary, but not sufficient, for a healthy space industrial base. Today, the United States often spreads the funding available around industry to protect as many jobs and heritage capabilities as possible, but such subsidies represent a hollow approach. “Keep alive” funding will not revitalize industry; it only promotes stagnation.
4. European launch services will protest subsidized launches as protectionism

SpaceReference.com 2011 [ International Launch Services Protests Unfair Subsidies to Arianespace March 24, http://www.spaceref.com/news/viewpr.html?pid=33082

ILS International Launch Services, Inc. (ILS), citing the recurring subsidies provided to its primary competitor, Arianespace, is waging an aggressive protest and intends to pursue "all avenues of recourse to stop such inordinate and direct subsidization of Ariane's commercial operations," said ILS President Frank McKenna. This followed the most recent decision by the 18-nation European Space Agency (ESA) on March 17 to grant an additional infusion of funds totaling 250 million euros ($318 million) to support Europe's Arianespace launch consortium with the implied promise of continued support beginning in 2013. The continued subsidization of Arianespace to run their commercial operations at a loss, McKenna said, "dis-incentivizes cost reduction and efficiencies, prevents other launch providers from competing on a level playing field, deters new providers from entering the market and is detrimental to the long-term health of the commercial launch industry."
5. Rejection Launch Service protectionism is essential for the US industry – we succeed in an open market

Reed, 1999 former NASA space launch vehicle and satellite technologies engineering support contractor [James, JD candidate American University International Law Review Volume 13 | Issue 1 Article 7 The Commercial Space Launch Market and Bilateral Trade Agreements in Space Launch Serviceshttp://digitalcommons.wcl.american.edu/cgi/viewcontent.cgi?article=1349&context=auilr&sei-redir=1#search=%22launch%20services%20subsidy%20protectionism%22
International policies depend on trust and good-faith efforts when reaching trade agreements. The United States must always take a vigilant stand against trading environments which threaten strategic industries like the space launch vehicle industry.29 The launch agreements serve these goals, however, change is needed when once needed government policies begin to run counter to changing economic environments by removing incentives to invest in new technologies and threatening United States market share. The time is ripe for replacing negotiated trade protectionism in the commercial space launch market with a belief that the United States launch services industry can sustain a major market share and compete in a more open trading environment.

6. No solvency – China is beginning to assume ownership of US aerospace companies 
Yu 2011 [7/13/11, Washington Times [Miles, Inside China, “Air Force Buys Chinese Planes,” http://www.washingtontimes.com/news/2011/jul/13/inside-china-342321990/, accessed7/24/11//HK]
The Air Force Academy recently purchased 25 advanced trainers from Cirrus Aircraft for its powered-flight program, an integral part of the cadets pilot training. After Cessna, the Minnesota-based Cirrus Aircraft is the worlds second- largest manufacturer of single-engine general aviation aircraft. The new planes, known as T-53A trainers, come with sophisticated avionics and the most advanced flight safety and recovery design and systems. They are custom-designed for the Air Force based on Cirrus SR20 model. The deal is worth $6.1 million. Delivery is already under way and is expected to be completed by 2012. One problem is that Cirrus Industries Inc., the aircraft maker’s parent company, is 100 percent owned by the Chinese communist government. It was purchased by the Chinese in March 2011 for a reported $210 million. The sale was not blocked for national security concerns by Congress or the Obama administration, even with opposition from Rep. Chip Cravaack, Minnesota Republican, who stated in a letter to the Treasury Department in March that the sale could compromise U.S. national security. Despite alarms coming from several sides, the sale was finalized by the end of June. Only days after the purchase was completed, the new Chinese owners received the aircraft order from the Air Force Academy in Colorado Springs. The Chinese Communist Party mouthpiece newspaper Peoples Daily on Tuesday called the transaction “revolutionary” because it marked the first time the U.S. Air Force ordered an entire set of aircraft from China for military training equipment.

7. Alternate Causality – Spending and Tax cuts kill competitiveness by destroying jobs

Sachs, 2011 – Director of the Earth Institute, Columbia University [Jeffrey July 23, Budgetary Deceit and America’s Decline, http://www.huffingtonpost.com/jeffrey-sachs/budgetary-deceit-and-amer_b_907684.html Accessed July 28]

The Republicans also misrepresent the costs and benefits of closing the deficit through higher taxes on the rich. Americans wants the rich to pay more, and for good reason. Super-rich Americans have walked away with the prize in America. Our country is run by millionaires and billionaires, and for millionaires and billionaires, the rest of the country be damned. Yet the Republicans and their propaganda mouthpieces like Rupert Murdoch's media empire, claim with sheer audacity that taxing the rich would kill economic growth. This trickle-down, voodoo, supply-side economics is the fig leaf of uncontrolled greed among the right-wing rich. The truth is that we need more federal spending to create good jobs and remain globally competitive, not as some kind of short-term "stimulus" but as a long-term investment in education, job skills, science, technology, energy security, and modern infrastructure. I travel around the world as part of my job, and I can say without doubt that America has failed to modernize the economy and is steadily losing its international competitiveness. No wonder the good jobs are disappearing and the pay is stagnant, unless of course you are a CEO who can keep grabbing stock options and profits from the shareholders (who are anyway enjoying record incomes because of stagnant wages and high profits earned overseas). The Democrats of the White House and much of Congress have been less crude, but no less insidious, in their duplicity. Obama's campaign promise to "change Washington" looks like pure bait and switch. There has been no change, but rather more of the same: the Wall-Street-owned Democratic Party as we have come to know it. The idea that the Republicans are for the billionaires and the Democrats are for the common man is quaint but outdated. It's more accurate to say that the Republicans are for Big Oil while the Democrats are for Big Banks. That has been the case since the modern Democratic Party was re-created by Bill Clinton and Robert Rubin. Thus, at every crucial opportunity, Obama has failed to stand up for the poor and middle class. He refused to tax the banks and hedge funds properly on their outlandish profits; he refused to limit in a serious way the bankers' mega-bonuses even when the bonuses were financed by taxpayer bailouts; and he even refused to stand up against extending the Bush tax cuts for the rich last December, though 60 percent of the electorate repeatedly and consistently demanded that the Bush tax cuts at the top should be ended. It's not hard to understand why. Obama and Democratic Party politicians rely on Wall Street and the super-rich for campaign contributions the same way that the Republicans rely on oil and coal. In America today, only the rich have political power. Obama could have cut hundreds of billions of dollars in spending that has been wasted on America's disastrous wars in Afghanistan, Iraq, Libya, and Yemen, but here too it's been all bait and switch. Obama is either afraid to stand up to the Pentagon or is part of the same neoconservative outlook as his predecessor. The real cause hardly matters since the outcome is the same: America is more militarily engaged under Obama than even under Bush. Amazing but true.
8. No solvency – the aerospace industry is already collapsing over future defense cuts – they have already reacted. Defense cuts outweigh affirmative solvency – they are key to the industry

Alexander 2011 [7/26/11, Reuters David, “Defense firms brace for tighter US budgets- analysts,” http://www.reuters.com/article/2011/07/26/usa-defense-industry-idUSN1E76O25320110726, accessed 7/26/11//HK]
With military spending stagnant and the Obama administration looking at billions of dollars in cuts, the U.S. defense industry faces belt-tightening and consolidation over the next few years as companies begin to feel the pain, analysts say. Core performance among the top 105 defense contractors was flat for the second year in a row in 2010, Deloitte consulting firm reported last week, and new business booked by the companies was not enough to replace the revenue collected from completed contracts, suggesting another stagnant year in 2011. "That's an indicator of the status of the industry, which is treading water at this point," said Tom Captain, Deloitte's vice chairman for aerospace and defense. Loren Thompson, a defense analyst at the Lexington Institute think tank, said the industry was fairly healthy following a decade of growth in U.S. defense budgets. But program cuts two years ago -- like the termination of the Air Force's F-22 fighter and the Navy's future cruiser -- were beginning to affect the bottom lines of some firms, he said. "Most of the cuts that are being made to work forces are pre-emptive rather than a reaction to major budget reductions," Thompson said. "However, the industry senses that tough times have begun and expects ... conditions to progressively deteriorate for some time to come." Defense contractors may begin to feel the bite in 2012. President Barack Obama is asking for $689 billion in defense spending for the 2012 fiscal year, about $35 billion less than 2011 -- the first significant reduction in years. Congress may cut the military budget back even more as lawmakers wrestle with record budget deficits. "We are now at the point where 2012 is becoming the year of defense funding contraction," said analyst Jim McAleese, of McAleese & Associates.

9. Alternative Causality – F-22 cancellation kills the aerospace industry

Cogliano 2011 [7/1/11, senior reporter [Joe, Dayton Business Journal, “Lockheed Martin job cuts part of a larger strategy,” http://www.bizjournals.com/dayton/news/2011/07/01/lockheed-martin-job-cuts-part-of.html?page=all, accessed 7/24/11//HK]
Lockheed Martin is cutting 1,500 jobs as part of a larger plan to make it's products more affordable and become more efficient. The company made the F-22 fighter jet that was canceled by the Pentagon because it was too expensive. The Bethesda, Md.-based company announced Thursday it would cut jobs as part of a larger plan to improve the affordability of its products and increase operational efficiency. In Dayton, Lockheed has about 140 employees. Most of those jobs are not in the aeronautics division. A spokesperson for the company said the aeronautics division jobs that are in Dayton are deemed critical to ongoing work and likely won't be affected. Reductions may occur across the enterprise, following an assessment yet to be done, with the greatest impacts occurring at the larger sites, according to a news release. Lockheed currently has about 28,000 employees at its main aeronautics sites in Texas, Georgia and California and at six smaller locations in as many states. Lockheed has 800 total jobs in Ohio. The company said it will offer eligible salaried employees an opportunity for a voluntary layoff to minimize the number of involuntary layoffs. “We will use a disciplined process to review every organization and position, considering all factors rather than making arbitrary reductions,” the release said. “We expect the greatest impact to be on employees in higher level labor grades.” Employees eligible for voluntary layoffs will be notified in August. An involuntary reduction in force begins in mid-September. Lockheed products include the F-35 Lighting II Joint Strike Fighter, F-22 Raptor, F-16, C-130, C-5, P-3, U-2 aircraft and advanced development programs. The company employs about 126,000 people worldwide and is principally engaged in the research, design, development, manufacture, integration and sustainment of advanced technology systems, products and services. The F-22 was canceled by the Pentagon because it was deemed too expensive. That program has an office in Dayton at Wright-Patt that has 200 jobs here. It reported nearly $46 billion on 2010 sales.

10. Aerospace not key to US recovery – fixed investments are

 Hadekel 11 [writer, Montreal Gazette http://www.montrealgazette.com/business/Aerospace+industry+taking/4984895/story.html //July 24th//BP ]

It's a spur to innovation because of all the investment in research and development. As such, it's critical to Montreal's knowledge-based economy, drawing on a pool of skilled talent trained at its universities and colleges. "When you look at companies like Bombardier, CAE and others, they're headquartered here, which makes a big difference because decisions are taken locally." The existence of an industry cluster is mutually reinforcing for member firms, allowing Pratt & Whitney to hire people from Bombardier and vice versa. The outlook for aerospace should improve over the next year or two, according to an economic forecast released Tuesday by National Bank of Canada. "Quebec exports should pick up steam for the rest of 2011," it noted. "The fact that U.S. economic growth will be based more on business fixed investment should benefit Quebec exports, especially aerospace products, information technology and communications equipment."

Extend – Alternate Causes - Defense Cuts

Alternate causality – debt ceiling debate will kill aerospace industry due to defense cuts

Hodge 2011 [7/14/11, the Wall Street Journal Nathan, defense writer based in D.C., “Defense Industry Fears More Budget Cuts,” http://online.wsj.com/article/SB10001424052702304223804576444221645357178.html, accessed 7/26/11//HK]
The White House and congressional leaders are deep in negotiations over lifting the federal borrowing limit. Those talks, if successful, are likely to call for trillions of dollars in government spending cuts over the next decade. Against that background, the Aerospace Industries Association, the defense industry's main trade group, has launched a push on Capitol Hill to encourage lawmakers to avoid what it sees as potentially drastic cuts in military spending. Association Chief Executive Marion Blakey and senior company officials are meeting with members of Congress this week, as talks continue over the debt plan. "Industry wants to be responsive to the needs of the government to put us on a sound financial footing," said Dan Stohr, a spokesman for the association, whose 147 full members include Boeing Co., Lockheed Martin Corp. and Raytheon Co. "But there's a tradeoff there. And whatever tradeoff needs to be accomplished needs to be very carefully considered." Arms suppliers are already worried about the business impact of the wind-down of wars in Iraq and Afghanistan. The defense industry has seen a series of moves in recent months aimed at reining in defense spending, including a cost-saving drive launched last year by then-Defense Secretary Robert Gates and a White House directive in April to identify an additional $400 billion in security spending cuts over the next 12 years. savings that would largely come from the Pentagon budget. Michael Herson, president of American Defense International, a defense-industry lobbying firm, said any deficit-reduction agreement "creates another layer of unease" for the industry. Adding to the uncertainty, support for defense from traditionally hawkish Republicans appears to be wavering, Mr. Herson added. "It is no surprise that congressional Democrats have been pushing for defense cuts, but the Republicans have been pushing for deeper-than-expected defense cuts in an apparent effort to show that they are willing to sacrifice one of their core principles in order to attack the budget deficit," he said.

Extend – Alternate Causes – F-22s
Aerospace industry decreasing - Oxygen problems are delaying the entire F-22 delivery 

McGlaun 2011 [7/11/11 [Shane, blogger for Daily Tech, “Lockheed Sits on Undelivered F-22s as Stand Down Drags On,” http://www.dailytech.com/Lockheed+Sits+on+Undelivered+F22s+as+Stand+Down+Drags+On/article22112.htm, accessed 7/24/11//HK]

The F-22 fighter is the premiere air superiority fighter in the Air Force arsenal. The aircraft has been on stand-down status after the USAF ordered an investigation into the possibility that there is an issue with the aircraft's on-boards oxygen generation system. Deliveries of the remaining F-22 aircraft that were ordered are now at a halt and no new aircraft can be flight-tested. Lockheed Martin continues to build the aircraft and the stores them in "near flight ready" status and minus their all-important radar absorbent coatings. The aircraft have to undergo a certain number of test flights only clad in primer before the stealth coatings can be applied. Since the aircraft are effectively grounded, Lockheed is unable to deliver the aircraft for their final flight tests to be accepted into the Air Force arsenal. The Pentagon Defense Contract Management Agency must fly a series of acceptance flights before the aircraft is accepted. Lockheed spokeswoman Stephanie Stinn said, "Our final assembly is scheduled through December 2011. That is still ongoing at Marietta. We delivered aircraft 4181, and that was on June 22, to the Air Force, so they have that as their aircraft. After that aircraft, we can't do the required acceptance flights."
Extend – Other Alternate Causes

Alternative cause to collapse—US lacks aerospace workers

IFPA ‘9, Institute for Foreign Policy Analysis (A Space and Security, A Net Assessment, January, http://www.ifpa.org/pdf/Space_and_U_S_Security_Net_Assessment_Final_Dec15_08.pdf)

If current trends continue, the United States will not have the specialized workforce necessary to support future U.S. primacy in space. Indeed, there is a major crisis in the aerospace industry, both in terms of sustaining the current workforce and developing the workforce of the future. With the reductions in defense spending that followed the end of the Cold War, the United States lost over 600,000 scientific and technical aerospace jobs.68 According to the Aerospace Industries Association, total industry employment went from 1,120,800 in 1990 down to 637,300 in 2007. In the space sector alone, employment slipped from 168,500 to 75,200 over the same period of time. Of the employees that remained following the initial post-Cold War cuts, it is suggested that 27 percent of America’s aerospace technical workforce is now eligible for retirement. This is simply the continuation of a wave of retirements that began some time ago70 The Aerospace Industries Association contends that nearly 60 percent of the U.S.-aerospace workforce was at least 45 years old in 2007. What is significant is that because many began their careers relatively young, a large number will be eligible for retirement in the next decade. Clearly, the workforce that supported U.S. space primacy during and immediately following the Cold War will need to be replenished with the infusion of new talent. The ability of the United States to fill the void left by retirements is in question. Currently, the portion of those workers 34 or younger has declined from 32 percent in 1992 to 16 percent in 2003. About 70,000 students each year receive undergraduate degrees in engineering in the United States. Subtracting the 15,000 degrees in non-space related engineering fields (civil, automotive, mining and transportation engineers) about 55,000 graduates are qualified for aerospace work. Of those, approximately 20 percent are international students who are expected to return home upon graduation. That leaves about 44,000 graduates per year for all American companies, not only aerospace firms. Given that a single leading aerospace company expects to hire 50,000 engineers in the next five years, the challenge of replenishing the aerospace workforce becomes a challenge. It is compounded by the fact that fewer students are earning degrees in math and science—from undergraduate to doctorate—while at the same time, there is an ongoing shortage of math and science teachers. 

Alternative causes to aerospace decline—military cuts, oil prices, and economic downturn

Investment Weekly News 6/25   (6/25/2011,  Investment Weekly News, “Aerospace and Defense; Aerospace Industry to Be 'Squeezed' by Steep Ramp-up in Commercial and Continued Cuts in Defense, According to AlixPartners Study”, p.15, ProQuest, FS)

There is significant risk, says the study, that commercial-sector suppliers will not be able to keep up with aggressive new manufacturing demands and will be challenged by: capacity constraints of their own (Tier-2 and Tier-3) suppliers that have under-invested in capability development; specialty raw-materials shortages (e.g., carbon fiber and titanium fasteners); and ongoing supply-chain delays and shortages resulting from the disaster in Japan. "The aerospace supply chain was basically decimated by the economic downturn, as even sold orders were put on hold or otherwise put in a lumpy, stop-and-go mode," said David Wireman, director in AlixPartners' Aerospace and Defense Practice. "From all indications, that supply chain is not at all prepared for steep commercial ramp-up curve that lies ahead, and production constraints are a very real possibility." Defense Sector But while demand on the commercial-aircraft side looks strong, defense, globally, looks to be weakening. According to the study, U.S. defense spending is expected to decrease by at least 12.2% by 2013 and by 6.5% by 2016, while defense spending in Europe, already down 2.8% in 2010, is expected to continue to drop sharply in the coming years, led by the U.K.'s recent announcement of an 8% cut by 2015 and promised drops of up to 25% in smaller European nations. As a result of these expected widespread cuts, says the study, defense priorities will shift toward extending the life of existing equipment, improving communication networks and investing more in weapons systems targeted at supporting today's more asymmetric warfare. However, says the study, the scale of these new investments will not be enough to make up for cutbacks in major-platform investments such as the F-35 fighter aircraft series built jointly by Lockheed Martin Corp., BAE Systems PLC and Northrop Grumman Corp., which has already experienced significant cuts in planned production numbers. In response to these kinds of cutbacks, the larger defense companies will need to pursue a more diverse business mix that will lead to partnerships, M&A and consolidation among smaller players as larger companies pursue new markets, the study says. In sum, the study shows that both the commercial-aviation and defense industries face critical challenges that they will need to address. Key economic challenges will come from federal budget uncertainties, volatile fuel prices and new entrants into the few growing sectors of the industry. In particular, the recent volatility of oil prices, coupled with continued sluggish economies in the West, has made it hard to predict future industry trends. These factors are leading many aerospace and defense manufacturers, especially lower-tier suppliers, to delay investments, says the study. "The aerospace and defense industry faces a very challenging next few years," said Fitzpatrick. "The simultaneous need for near flawless execution on the commercial side and belt-tightening on the defense side, plus the need to deal with supply-chain challenges across the board while also seizing M&A opportunities will push management capabilities to the extreme." M&A Outlook Driven by supply-chain pressures in commercial and budget cuts in defense, the pace of mergers and acquisitions in the aerospace industry is expected to rebound in the next few years. In addition, it finds, low valuations today across the industry, with multiples generally below 10 times earnings before depreciation and taxes, have made deals look far more palatable.

Multiple alternate causes to aerospace decline—regulations, gridlock, international back lash

Marburger 1—director of White House Office of Science and Technology Policy, Presentation to the Commission on the Future of the United States Aerospace Industry (11/27/01, John Marburger, “The Future Belongs to The Mobile”,  http://www.spaceref.com/news/viewpr.html?pid=7179 , FS)

Even prior to September 11th, however, the United States faced serious challenges in these areas: •our air traffic system - based on 1960's technology and management ideas - was approaching gridlock, •needed, but ever tightening environmental requirements on noise and emissions were limiting world-wide flight operations and creating international conflict, •our aerospace market leadership was being challenged as an explicit goal of foreign competitors, •and our country's investments in long-term aeronautics and space research and development were shrinking rapidly, threatening a crisis in the industry's ability to attracting trained and talented human capitol

.

Extend – Aerospace not Key to Hegemony
Focusing on Aerospace competitiveness doesn’t increase hegemony – it entrenches insecurity and trades off with other more important spending

Beljac 03 [PhD student at Monash University, Dissident Voice: The Political Economy of Hegemony,Survival and Self-Deterrence http://dissidentvoice.org/Articles9/Beljac_Military-Economy.htm //July 24th //BP]

We can see how this system, what Chomsky refers to as "the Pentagon system", functions precisely by taking the militarization of space as a case example. To do so we need only look into the Final Report of the Commission on the Future of the United States Aerospace Industry. It states, "The federal government plays a key role in promoting the health of the U.S. aerospace industry. Maintaining global aerospace leadership to ensure America’s military preeminence, guarantee homeland security, and assure economic growth and a superior quality of life for our citizens in the 21st century requires government activism." It goes on, "The federal government has called on the aerospace industry in time of crisis in the past. The aerospace industry has always responded when called. Today, the U.S. aerospace industry is in jeopardy and is looking to the federal government to respond." This is because, "The health of the aerospace industry, today and in the future, is inextricably linked to the leadership of the federal government." So, the US aerospace industry "is in jeopardy" and the health of this industry "is inextricably linked to the leadership of the federal government". An intriguing nexus, which is certainly worth exploring. How precisely does the future of the aerospace industry depend upon Government leadership? Luckily for us, the commission is rather helpful on this score. It states, "the direct link between the U.S. government and the nations aerospace industry is the federal procurement system through which federal agencies purchase air, missiles and space systems and their related infrastructure from the private sector companies that comprise the aerospace industry." Therefore, the US aerospace industry relies upon the Pentagon system for its health and vigour. Now the commission goes further, stating that, "between FY 1993 and FY 2001, federal procurement spending dropped 35 percent on air systems, 50 percent on missile systems, and 46 percent on space systems in absolute dollars. At the same time that the U.S. government was buying fewer and fewer aerospace systems, federal departments and agencies were also investing fewer dollars in R&D efforts of private industry to advance and improve existing aerospace systems." Furthermore, the problem faced by the aerospace industry is compounded by class war for the commission informs us that, "the U.S. Air Force, NASA and FAA are the three lead agencies for aerospace. Figure 5-6 shows that during the same years in which federal support to the aerospace industry was declining, U.S. Air Force, NASA and FAA spending on their own internal workforces (i.e., personnel) increased by 25 percent in absolute dollars even though overall federal support to the industry was declining. This suggests, that in the past decade, the operating costs of those three organizations began to 'encroach upon' activities in other areas (i.e., procurement and R&D)." Thus to restore health to the US aerospace industry, that is to say to increase profitability, more "procurement" is needed. Enter Ballistic Missile Defense and the militarization of space. The Noble Prize winning physicist Steven Weinberg, in the New York Review of Books, writes that, "there is no question about the enormous cost of missile defense. We are currently spending about nine billion dollars a year just for research and development, and a deployed system covering the entire United States would surely cost several hundred billion dollars, all to ineffectively counter a highly implausible threat." Indeed, it is almost daily that one reads about the successful winning of Government contracts for missile defense by key Pentagon system corporations which is occurring alongside a system of mergers and acquisitions as aerospace corporations maneuver themselves for the great boon of the century. It is precisely with BMD and the militarization of space that the Pentagon system's procurement problem will be solved. Of course, we have recognized that all this leads to greater insecurity, "security" is simply not an issue. Indeed consider the words of Weinberg again; "Even those for whom national defense is the one clearly legitimate reason for government spending ought to consider whether the enormous sums required for missile defense would not be better spent on defense of other sorts. There are many ways to attack the United States with nuclear or biological weapons that, unlike ballistic missiles, do not immediately reveal the source of the attack. Over the past year or so I have served on two panels of the Council on Foreign Relations, the Hart-Rudman Independent Task Force on Homeland Security Imperatives and the Rudman Independent Task Force on Emergency Responders. It has been painful to learn how much the lack of funds has limited our ability to defend the country from terrorists. For instance, the cost of adequate physical security at our commercial seaports would be about $2 billion, but only $92.3 million in federal grants has been authorized and approved. The US may be spending one third of what is required to adequately provide for those who would have to respond to emergencies. American cities have fewer policemen and firemen now than they did before September 11, 2001. Last October the Hart-Rudman panel concluded that a year after September 11, 2001, America remains dangerously unprepared to prevent and respond to a catastrophic attack on US soil. This remains true. So, this whole charade will not only greatly increase insecurity, in fact poses a threat to human survival as discussed, but also totally ignores the other real threats to US security. But that is beside the point. The issue here is to create short-term profits, focusing on such matters as long term survival is simply irrational as far the Pentagon system and the system of state-corporate mercantilism is concerned. Of course there are other issues involved that lie behind the militarization of space. These surround the problems of US hegemony, the Grand Area and Eurasia for which "full spectrum" or "escalation" dominance is the perceived remedy. To delve into this interesting issue requires an essay in itself.
Extend – Competitiveness not Key to Hegemony
Increasing US competitiveness cannot sustain hegemony – it alone cannot rebuild our edge – Hegemony is obsolete

Pape. 2009.  Professor of Political Science at the University of Chicago [Robert A. Professor of Political Science at the University of Chicago specializing in international security affairs. “Empire Falls” http://nationalinterest.org/article/empire-falls-2952 Jan/Feb 2009. The National Interest. Accessed 7/24/11//AG] 

And of course America needs to develop a plan to reinvigorate the competitiveness of its economy. Recently, Harvard's Michael Porter issued an economic blueprint to renew America's environment for innovation. The heart of his plan is to remove the obstacles to increasing investment in science and technology. A combination of targeted tax, fiscal and education policies to stimulate more productive investment over the long haul is a sensible domestic component to America's new grand strategy. But it would be misguided to assume that the United States could easily regain its previously dominant economic position, since the world will likely remain globally competitive. To justify postponing this restructuring of its grand strategy, America would need a firm expectation of high rates of economic growth over the next several years. There is no sign of such a burst on the horizon. Misguided efforts to extract more security from a declining economic base only divert potential resources from investment in the economy, trapping the state in an ever-worsening strategic dilemma. This approach has done little for great powers in the past, and America will likely be no exception when it comes to the inevitable costs of desperate policy making. The United States is not just declining. Unipolarity is becoming obsolete, other states are rising to counter American power and the United States is losing much of its strategic freedom. Washington must adopt more realistic foreign commitments. Since 2000, a systemic change has been occurring in the economic foundations of America's relative power, and it may fall even further in the foreseeable future. None of the dramatic consequences for U.S. grand strategy is likely to be immediate, but neither are those effects easily avoidable. For nearly two decades, the United States has experienced tremendous latitude in how it chooses to conduct itself in the world. But that latitude is now shrinking, and American policy makers must face facts. With the right grand strategy, however, America can mitigate the consequences of its relative decline, and possibly even reverse it.
Extend – Subsidies are Protectionism

Launch service subsidies are protectionism – they cause foreign reactions and undermines commercial launchers

Reed, 1999 former NASA space launch vehicle and satellite technologies engineering support contractor [James, JD candidate American University International Law Review Volume 13 | Issue 1 Article 7 The Commercial Space Launch Market and Bilateral Trade Agreements in Space Launch Serviceshttp://digitalcommons.wcl.american.edu/cgi/viewcontent.cgi?article=1349&context=auilr&sei-redir=1#search=%22launch%20services%20subsidy%20protectionism%22
China's launch program has yet to show the potential to capture a larger percentage of the launch services market. China's launch services industry cannot, in the near term,296 offer the reliability and capacity of Western providers.297 Without a technological or economic capability to compete with Western providers, policymakers should reconsider whether quotas on Chinese launch vehicles are unnecessarily blocking commercial opportunities for United States business. In 1989, no one knew China's potential in the launch services market.298 The parties imposed quotas as a protective measure for Western launch competitors.299 Now, the world market views China's poor launch record and protective strategies as unacceptable," demonstrated by an exodus of customers and a diminishing number of insurance providers.30 ' These developments force a conclusion that China cannot, in the near term, achieve a more significant market share through predatory pricing. Prior to the 1993 Russia Agreement, the West voiced strong concerns over the potential effect of Russia's entry in the launch services market.302 Now, the failing Russian and Ukrainian space infrastructures30 3 suggests that these once ominous launch vehicle providers3" cannot dictate their own rules for the market.35 As a result, Russia and Ukraine have become increasingly dependent on Western support. 306 Fears of dumping low-cost launch vehicles on the world market are simply not as prevalent as they once were.308 Although a relaxation of Russian launch quotas would threaten some Western launch providers,3"9 a more open market for ex-soviet launch vehicles will afford United States satellite providers the same opportunities as foreign competitors.1 Moreover, a relaxation of quotas would arguably promote more favorable market transitioning mechanisms such as the formation ofjoint ventures ' in launch services. The launch agreements depend on market forecasts to implement the quota strategy."' The strategy is at best marginally acceptable to today's GEO launch vehicle customers, but the LEO strategy" 3 has little, if any, support in the industry." 4 More importantly, the Russia, Ukraine, and China quotas will have little effect when countries like Japan, Brazil, and India3" begin to gain market share. Rather than supporting launch quotas, the United States should place more faith in the resilience and competitiveness of the United States launch industry. Launch quotas can only hurt the satellite industry. The international telecommunications market requires diversity in launch vehicles. 3"6 The United States satellite industry cannot continue to subsidize Western launchers by limiting launches on non-Western launch vehicles" 7 if it is to remain competitive. Satellite planners need to be able to choose the least expensive launcher and make their own assessments of launch vehicle needs." 8 The United States communications satellite industry is ten-times larger than the United States launch services industry.1 9 The United States should act now by realigning its trade policies to better reflect the larger needs of the commercial space industry. 

Extend – Subsidies are Protectionism – Transorbital Railroad
Their author admits – he advocates protectionism to help US aerospace industry

Zubrin, 2001 – their author [Mars Daily Dec 9, http://www.marsdaily.com/reports/Zubrin_Talks_Mars_With_SpaceDaily.html Zubrin Space Daily Interview  Zubrin Talks Mars With Space Daily

Exporting certain satellite technologies to China is something that also needs to be looked at. So there are strategic considerations. There are also protectionist considerations that have to do with protecting US launch providers from competition by various Russian or European launch systems for certain categories of launch. The European launch system was heavily subsidized and is now as a result available cheaply. The debate between protectionists and those advocating a more laissez-faire approach is one in which both sides have their points. It would be a bit simplistic simply to say that free trade is the only way. In certain instances, it may be the way. In other instances you need to look at what the consequences of it are. Then there are additional problems such as those associated with certifications of launch systems that have to do with safety and range safety and so forth. These are domestic in nature and there does need to be some reasonable and orderly certification process for private launch vehicles and right now there isn't. There are other aspects. For instance, a number of people have hoped to get started in the launch vehicle business at the low end by creating sounding rockets and marketing them commercially. But the problem with these business plans is that NASA gives out sounding rides for free, and this has prevented business. Well, you say if NASA gives out sounding rides for free, what's wrong with that? Well, they're not really free. Of course the taxpayer is really paying for them. So while this, of course, is beneficial to those who want to launch sounding payloads, provided they can pass a complex review process, and get selected for free launch, it has been detrimental to the growth of small launch companies.

Extend – Protectionism Turns Case
Launch subsidies hurt US industry more than they help – they undermine free trade

Reed, 1999 former NASA space launch vehicle and satellite technologies engineering support contractor [James, JD candidate American University International Law Review Volume 13 | Issue 1 Article 7 The Commercial Space Launch Market and Bilateral Trade Agreements in Space Launch Serviceshttp://digitalcommons.wcl.american.edu/cgi/viewcontent.cgi?article=1349&context=auilr&sei-redir=1#search=%22launch%20services%20subsidy%20protectionism%22
Rather than place undue reliance on protective mechanisms at the expense of promoting "free and open trade," the United States should recognize that more beneficial means now exist for transitioning to a "trade environment characterized by the free and open interaction of market economies." 3 The trends in today's commercial space marketplace suggest that the participating nations may now be in a position to begin reaching a consensus on trade in space launch services. C. CONCLUSION Commercial space has evolved from a political-economic based policy to a policy driven by economic interests. When China was first allowed into the market, the United States used the launch agreements as a tool for furthering political interests.' Now, such policy decisions increasingly serve economic goals.345 In recent years, the United States has been presented with new and increasingly more complex346 market developments in commercial space; market developments which have persuaded policymakers to revisit 1980s-vintage legislation endorsing regulated trade in commercial space launch vehicles.347 The United States responded to changing market conditions in 1996 when the 1993 Russia Agreement was amended 34" and a new launch agreement was signed with the Ukraine. 349 Eight months later, the United States announced that negotiated trade in space launch services will end after 2001.350 An end to the launch agreements may occur much sooner.35' The Commercial Space Launch Act of 1984 will continue to influence space policy decisions as this legislation is closely tied to very important governmental interests in space access and dual-use technology. 352 This Comment has attempted to provide an outlay of the market dynamics in today's international space industry and has concluded that the continued enforcement of market subsides through launch quotas, although once deemed necessary, are currently more harmful than beneficial to United States space industries. Launch quotas no longer serve United States policy goals.353 The administration must place more faith in the entrepreneurial resources of the launch services industry and current investments in launch vehicle technologies." 4 The United States government can no longer use quotas as a means for controlling foreign participation without threatening the prosperity of the United States satellite market. Enormous complexities surround any renewed effort at reaching a multilateral agreement in the launch vehicle marketplace. 3" The next stage of negotiations will have to deal with the many governmental interests in supporting356 and controlling3" the use of space launch vehicles. Hopefully, the recent trends in the marketplace will enable governments to reach mutually beneficial agreements and make the dreams of the next century's commercial space environment"' become a reality. 

The best way to promote commercial launchers is to ban subsidies

Brooks 1991 [Timothy Associate, Ice Miller Donadio & Ryan, This comment received First Prize in the 1990 High Technology Law Journal Comment Competition. http://btlj.org/data/articles/vol6/Brooks.pdf REGULATING INTERNATIONAL TRADE IN LAUNCH SERVICES

Because of the inefficiency of government launch programs, it is clear that the U.S. government should not reenter the commercial launch industry. With the help of the changes in governmental policies since the Challenger accident, commercialization of launch services is already well underway, a development that should be encouraged. But even if the private sector can provide launch services more efficiently than the government, some governmental involvement at the regulatory level is needed to prevent hypercompetition and unfair trade practices by foreign launchers. Such efforts will undoubtedly increase costs to launch service users to the extent they successfully remove government subsidization of launching, but such a cost structure will lead to investment in space systems only when truly economical. The government has several options: industrial policy, implemented either through "targeting" the industry for special governmental treatment, or through the use of demand side pressure; cartelization of the market with other launch powers; the use of the current trade regulations; or inclusion of launch services under the proposed GATT services agreement. Not all options are compatible, nor are they mutually exclusive.

Free trade helps the US launch industry – subsidies and protectionism always distort markets

Brooks 1991 [Timothy Associate, Ice Miller Donadio & Ryan, This comment received First Prize in the 1990 High Technology Law Journal Comment Competition. http://btlj.org/data/articles/vol6/Brooks.pdf REGULATING INTERNATIONAL TRADE IN LAUNCH SERVICES

Given the present successes of the domestic launch industry, a non-interventionist approach would probably be of most benefit to the industry. The United States has the strongest aerospace industry in the world, as demonstrated by American dominance in commercial aviation, and it is likely that both American satellite producers and launch providers will benefit greatly from free trade in launch services. Attempts to give one industry an international advantage could cause corresponding harm to the other. The government would also benefit from non-intervention. Because of budget cuts, extensive expenditures for the launch industry are impractical. Moreover, the general governmental trend over the last decade has been one of deregulation domestically, and of championing trade liberalization internationally. In order to maintain its image as an advocate of free trade, the Administration will need to abstain from saber-rattling with the U.S. trade laws.359 The government cannot sit idly by, however. Some measures are needed to safeguard the competitiveness of domestic commercial launchers.

Extend - Aerospace Increasing
US Aerospace Industry Strong and increasing –Honeywell profits show

Lamar 7-22-11[writer for the Wall Street Journal, the Wall Street journal (online)

http://online.wsj.com/article/SB10001424053111903461104576461830222876142.html // July 24//BP]

Honeywell International Inc.'s second-quarter profit jumped 43% as the company's top line got a boost from strong demand in the aerospace commercial aftermarket. The company also boosted its full-year outlook. The maker of aerospace, building control and safety products has steadily benefited from a broad-based increase in demand. An improving macroeconomic environment has recently helped large industrial companies. Honeywell reported a profit of $810 million, or $1.02 a share, compared with $566 million, or 73 cents a share, a year earlier. Net sales jumped 15% to $9.1 billion. The company previously said it expected to report earnings of 94 cents to 98 cents a share on $9.1 billion to $9.3 billion in revenue. Honeywell's automation and control-systems business, which serves the commercial construction industry and is the company's largest top-line contributor, saw net sales pop 20%. The aerospace unit's net sales rose 6.2%, helped by strong sales in the commercial aftermarket. Looking ahead, the company again lifted its full-year earnings guidance by five cents a share to $3.85 to $4. The company added it sees sales between $36.1 billion and $36.7 billion, versus a prior forecast of $36 billion and $36.6 billion.
The US aerospace industry is already strong and has control over the market
Seattle Post Intelligencer 09 (U.S. aerospace trade surplus grows, but competition looms  Posted by Andrea James on June 5, 2009 at 8:00 am) (Writes about the aerospace industry for SeatlePI) 
The U.S. trade deficit is notoriously large — it’s up to $277 billion so far for 2009. That number means that the U.S. imports billions more in goods than it exports. Aerospace manufacturing goods are an exception — the U.S. places great value on its aerospace industry in part because it helps offset the national deficit. It is also responsible for more than 400,000 skilled jobs in the U.S., according to the United States International Trade Commission. The country’s largest category of manufactured exports, by value, is civil aircraft. The U.S. exported $31.3 billion of civil aircraft in 2008, according to an USITC report. If one considers aerospace goods beyond just civil aircraft — the U.S. still comes out as a clear market leader. The U.S. had an aerospace trade surplus of $15.6 billion in the first quarter of 2009, which was a 5 percent increase over the same quarter last year, according to the Aerospace Industries Association. “We feel that the aerospace industry is in a very strong position to weather this economic storm,” AIA spokeswoman Alexis Allen said. “We’ve got a very strong backlog that’s going to help keep workers employed and help keep that trade balance strong.” The U.S. aerospace industry saw record sales in 2008, culminating in a trade balance of $57 billion. The association measures imports and exports of military and civil aerospace aircraft, equipment and parts. Such data is encouraging for the U.S. aerospace industry. But, competition looms. Four regional jet manufacturers, Canada’s Bombardier, Commercial Aircraft Company of China, Russia’s Sukhoi Civil Aircraft Company, and Japan’s Kawasaki Heavy Industries have plans to make planes large enough to compete with Boeing and Airbus, according to an USITC market outlook report published in April. Also, the regional jet market is seeing new entrants — and that market is an entry way to the larger aircraft. Mitsubishi Heavy Industries, which is Japanese, has announced that it plans to enter the regional jet market. “The relatively small projected regional jet market alone does not appear to provide a strong economic motivation for each of the new regional jet entrants,” analyst Peder Andersen wrote in his report. “Rather, their agenda appears to be to use the RJ market as a learning experience, teaching each how to manufacture, sell and support civil aircraft in the global market.” The Japanese companies benefit from knowledge of composites. And the Chinese and Russian companies benefit from being operated by governments that are willing to sink billions into research and development. Boeing and Airbus still have an advantage over startups because building new aircraft, and winning over customers, is an uphill battle. But the emergence of smaller players trying to become big players has given the aerospace industry something to keep an eye on. Share 0 

The decline in aerospace jobs from government cuts is offset by an increase in commercial demand

Milbourn 7-7-11 [writer for the Orange County Register, Orange County Register http://www.ocregister.com/articles/layoffs-307301-aerospace-half.html // July 24th //BP]

Layoffs announced by aerospace companies more than tripled in the first half of this year compared to the same period in 2010, reports Challenger, Gray & Christmas, the international outplacement firm that tracks corporate hirings and firings. The downsizing, prompted by cutbacks in defense and government contracts, jumped from 6,121 in the first six months of 2010 to 20,851 this year, based on planned layoffs announced by major employers. Orange County has seen its share of layoffs as a result of the aerospace restructuring. The Boeing Co. announced in June that 100 space shuttle workers in Huntington Beach will be out of jobs Aug. 5, assuming the last shuttle mission, scheduled to launch Friday, gets off as planned. Up to 160 jobs at Boeing's A160T helicopter plant in Irvine are being transferred or eliminated this year with the work being consolidated at the company's Mesa, Ariz. facility. Those cuts were in addition to the nearly 1,000 local Boeing jobs eliminated last year and don't include layoffs by suppliers, vendors and other smaller companies that don't announce their downsizings or closures. Although Boeing is cutting on the defense and government side, spokeswoman Paula Shawa said the company expects to add workers companywide this year because of demand for its commercial aircraft. Those jobs, however, will be in Washington and South Carolina, not in California. In sheer numbers, government/non-profits and retail have seen the largest job cuts this year, but Challenger noted that those industry layoffs are easing compared to 2010.
Extend – Aerospace Resilient
Defense industry is resilient --- even with lower government support 

AF Magazine ’11  (Air Force Magazine,- 5-5 http://www.airforce-magazine.com/DRArchive/Pages/2011/May%202011/May%2005%202011/SkyNotFallingonDefenseIndustry.aspx) 
Sky Not Falling on Defense Industry: The US defense industry will still enjoy "large and fairly stable markets" domestically even with projected flat or declining defense budgets in coming years, said Frank Kendall, the Pentagon's deputy acquisition executive. "It should be clear that while we anticipate significant change from the environment of the last decade or so, the sky will not fall on our defense industry," stated Kendall Tuesday in testimony before the Senate Armed Services Committee's emerging threats panel. He added, "We do not foresee a precipitous decline, like the one that the department and industry experienced at the end of the Cold War" since "we are not seeing a fundamental change in the national security situation." Kendall said the Defense Department still expects that "market forces [will] be the primary mechanism by which industry responds" to coming changes. DOD will only intervene "in rare exceptions" when it deems it necessary to protect critical capabilities or ensure competition, he said. Per President Obama's directive, the Pentagon is launching a comprehensive review to identify additional efficiencies and areas of potential cuts over the next 12 years. Kendall said the industrial base will be a factor in that review.

Competitiveness is resilient and collapse would be slow. 

Engardio 8 – International senior writer for BusinessWeek, Paul, “Is U.S. Innovation Headed Offshore?”, Business Week, 5-7, http://www.businessweek.com/innovate/content/may2008/id2008057_518979.htm
Apparently not, according to a new study published by the National Academies, the Washington organization that advises the U.S. government on science and technology policy. The 371-page report titled Innovation in Global Industries  argues that, in sectors from software and semiconductors to biotech and logistics, America's lead in creating new products and services has remained remarkably resilient over the past decade—even as more research and development by U.S. companies is done offshore.  "This is a good sign," says Georgetown University Associate Strategy Professor Jeffrey T. Macher, who co-edited the study with David C. Mowery of the University of California at Berkeley. "It means most of the value added is going to U.S. firms, and they are able to reinvest those profits in innovation."  The report, a collection of papers by leading academics assessing the impact of globalization on inventive activity in 10 industries, won't reassure all skeptics that the globalization of production and R&D is good for the U.S. One drawback is that most of the conclusions are based on old data: In some cases the most recent numbers are from 2002. Exporting the Benefits?  And while the authors of the report make compelling cases that U.S. companies are doing just fine, thank you, none of the writers addresses today's burning question: Is American tech supremacy thanks to heavy investments in R&D also benefiting U.S. workers? Or are U.S. inventions mainly creating jobs overseas? A few years ago, most people took it for granted that what was good for companies was good for the greater economy. But the flat growth in living standards for most Americans during the last boom has raised doubts over the benefits of globalization.  "Innovation shouldn't be an end in itself for U.S. policy," says trade theorist Ralph E. Gomory, a research professor at New York University's Stern School of Business. "I think we have to address whether a country can run on innovation. If you just do R&D to enhance economic activity in other countries, you are getting very little out of it." Gomory, a former top IBM (IBM) executive, retired in 2007 as president of the Alfred P. Sloan Foundation, which funded the National Academies study.  Still, given all the debate over offshoring, the report's central findings are interesting. The authors marshal a wealth of evidence to show that, thanks to innovation, globalization hasn't eroded U.S. leadership even in some industries where there has been a substantial offshore shift in engineering and design.  Despite an explosion of outsourcing to India and Ireland, for example, America's software industry still trumps the rest of the world in exports of packaged software and services, patent activity, and venture capital investment. The U.S. also accounts for 90% of chip-design patents—the same level as 1991—although Asian companies now do most of manufacturing. And when it comes to biotechnology, the U.S. is way ahead, luring more venture capital than all other countries combined. America First  The U.S. even remains a heavyweight in personal computers, the study says, though China and Taiwan manufacture most of the hardware. That's because the real innovation and profits still belong to companies like Microsoft (MSFT) and Intel (INTC), makers of the operating system and central processors, while U.S. brands command 40% of the global market and still define breakthrough design. There are cases where the U.S. can lose a commanding lead when domestic manufacturing disappears—namely in flat-panel displays and lighting. Macher also concedes "there are problems on the horizon" regarding America's future competitiveness. Other nations are starting to mimic many of the strategies that give the U.S. an innovation edge, for example. And as Asians grow richer "they are becoming more sophisticated and demanding than Americans as users of many tech products."  But for now, "all evidence is that our position in many of these industries will continue," says Macher. Why is the U.S. so entrenched? One reason, he says, is simply that U.S. corporations are proving very adept at managing global R&D networks while keeping core innovation at home. While innovative activity in chips and software is growing fast elsewhere, it has not yet been enough to close the gap with the U.S.  The fact that the U.S. remains by far the world's most lucrative market for pharmaceuticals and business software helps explain its continued strength in those industries. What's more, industry clusters involving companies, universities, and venture capital are so well-established—such as San Diego and Cambridge, Mass., in biotech—that it will take many years for other nations to replicate them.

